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FORWARD-LOOKING STATEMENTS

Customers Bancorp, Inc. (“Customers Bancorp”), finag time to time make written or oral “forward-kiag statements,” including
statements contained in Customers Bancorp’s filimigls the Securities and Exchange Commission (8C") (including this Annual Report
on Form 10-K and the exhibits hereto and theréta}s reports to shareholders and in other compatiins by Customers Bancorp, which are
made in good faith by Customers Bancorp pursuatitadsafe harbor” provisions of the Private Setiesilitigation Reform Act of 1995.

These forward-looking statements include statemeittsrespect to Customers Bancorp’s beliefs, plabgectives, goals, expectations,
anticipations, estimates and intentions, that abgest to significant risk and uncertainties, angl subject to change based on various factors
(some of which are beyond Customers Bancorp’s o)ntiThe words “believe,” “expect,” “may,” “will,"should,” “plan,” “intend,” or
“anticipate” or the negative thereof or comparéabkeninology identify forward looking statements, ialihgenerally are not historical in

nature. These forward-looking statements are préddictions and estimates regarding future evemdscacumstances and involve known and
unknown risks, uncertainties and other factorduiag the risks described under “Risk Factors' tihhay cause actual results, levels of
activity, performance or achievements to be mdteritifferent from any future results, levels oftizity, performance or achievements
expressed or implied by such forward-looking staets. This information is based on various assiompthat may not prove to be correct.

In addition to the risks described in the “Risk teas” section of this Form 10-K, important factéesconsider and evaluate in such forward-
looking statements include:

. Changes in the external competitive market fadtoas might impact results of operations;

. Changes in laws and regulations, including witHomitation changes in capital requirements underféderal prompt corrective action
regulations

. Cr?anges in business strategy or an inability t@etestrategy due to the occurrence of unanticipatvents

. Ability to identify potential candidates for, andrisummate, acquisition or investment transacti

. Failure to complete any or all of the transactidascribed herein on the terms currently contemgjate

. Local, regional and national economic conditiond ements and the impact they may have on CustoBaersorp and their customers;

. Ability to attract deposits and other sources gdiidity;

. Changes in the financial performance and/or comdlitif Customers Bancorp’s borrowers;

. Changes in the level of non-performing and clasditissets and charge-offs;

. Changes in estimates of future loan loss resexyginements based upon the periodic review theradéurelevant regulatory and
accounting requirement

. Changes in Customers Bancorp’s capital structugelting from future capital offerings or acquisit®

. The integration of Customers Bancorp’s recent Fadeeposit Insurance Corporation (the "FDIC")-aggisacquisitions may present
unforeseen challenge

. Inflation, interest rate, securities market and gtary fluctuations

. The timely development and acceptance of new bariiaducts and services and perceived overall v@itdeese products and services
by users

. C%anges in consumer spending, borrowing and sdabgs;

. Technological change

. The ability to increase market share and contrpeases

. Volatility in the credit and equity markets andéfect on the general economy;

. The effect of changes in accounting policies aratfites, as may be adopted by the regulatory ageres well as the Public Company
Accounting Oversight Board, the Financial AccougtBtandards Board and other accounting standaets

. The businesses of Customers Bancorp and subsgliaoeintegrating successfully or such integrabieing more difficult, tim-
consuming or costly than expect:

. Material differences in the actual financial resuf merger and acquisition activities comparedwitpectations, such as with respe
the full realization of anticipated cost savingsl aavenue enhancements within the expected tinmeefrancluding as to the mergt

. Revenues following the merger being lower than etquk and

. Deposit attrition, operating costs, customer loss lausiness disruption following the merger, inahgd without limitation, difficulties il

maintaining relationships with employees, beingaggethan expecte:

These forward-looking statements are subject toifsignt uncertainties and contingencies, many biclv are beyond the control of Customers
Bancorp. Although the expectations reflected aftirward-looking statements are currently belietcetde reasonable, future results, levels of
activity, performance or achievements cannot beapiaed. Accordingly, there can be no assurarateatitual results will meet expectation:
will not be materially lower than the results cant#ated in this document




and the attachments hereto. You are cautionetbrpice undue reliance on these forward-lookiagestents, which speak only as of the date
of this document or, in the case of documents redeto, the dates of those documents. Unlessate astherwise or the context otherwise
requires, references in this Form 10-K to “Custasrigaincorp’refer to Customers Bancorp, Inc., a Pennsylvaniparation. References in tt
Form 10-K to “Customers Bank” or the “Bank” refer€ustomers Bank, a Pennsylvania state charterdddyad wholly-owned subsidiary of
Customers Bancorp. All share and per share infoom&ave been retrospectively restated to refleetReorganization (as defined below),
including the one for three consideration (i.echetiiree shares of Customers Bank was exchangeshéoshare of Customers Bancorp) used in
the Reorganization. Unless we state otherwisB@context otherwise requires, references in tbisFLO-K to “we,” “our,” “us” and the
“Company” refer to Customers Bancorp and its cadatdd subsidiary for all periods on or after Segier 17, 2011 and Customers Bank for
all periods before September 17, 2011.




PART |
ltem 1. Business
Business Summary

Customers Bancorp, through its wholly-owned sulasidCustomers Bank, provides financial products serdices to small businesses, not-for-
profits and consumers through its fourteen branah&outheastern Pennsylvania (Bucks, Berks, Chast Delaware Counties), Rye, New
York (Westchester County) and Hamilton, New Jei@égrcer County). Customers Bank also providesidiiyi to the mortgage market
nationwide through the operation of its mortgageelause business. At December 31, 2011, Custddaersorp had total assets of $2.08
billion, including net loans (including held forledoans) of $1.50 billion, total deposits of $1&8ion and shareholders’ equity of $147.8
million.

Our strategic plan is to become a leading regibaak holding company through organic growth andiealdded acquisitions. We differenti
ourselves from our competitors through our focusiod understanding of the banking needs of smaihlegses, not-fgprofits and consumer
We will also focus on certain low-cost, low-riskesjalty lending segments such as warehouse lendig.lending is funded by our branch
model, which seeks higher deposit levels than E#&ypranch, combined with lower branch operatirgemses, without sacrificing exceptional
customer service. We also create franchise vakoeih our disciplined approach to acquisitionghbin terms of identifying targets and
structuring transactions, including FDHE3sisted transactions of troubled financial ingts. Risk management practices are also an itz
part of the strategies we initiate.

Our management team consists of experienced baekiegutives. The team is led by our Chairman andf@xecutive Officer Jay Sidhu,
who joined Customers Bank in June 2009. Mr. Sidtigs 36 years of banking experience, including/@ars as the Chief Executive Officer
and Chairman of Sovereign Bancorp. In addition to $4dhu, most of the members of our current mamesge team joined us following Mr.
Sidhu’s arrival in 2009 and have extensive expeegemorking together at Sovereign with Mr. SidhuisTieam has significant experience in
building a banking organization, in completing amiggrating mergers and acquisitions, as well agldging existing valuable community and
business relationships in our core markets.

Background and History

Customers Bancorp was incorporated in PennsylnarAgril 2010 to facilitate a reorganization intdank holding company structure purst
to which Customers Bank became a wholly-owned slidryi of Customers Bancorp (the “Reorganizatiami)September 17, 2011. Pursual
the Reorganization, all of the issued and outstandhares of Voting Common Stock and Class B NotingagCommon Stock of Customers
Bank were exchanged on a three-to-one basis foestud Voting Common Stock and Class B Non-Votiranon Stock, respectively, of
Customers Bancorp (i.e., each three shares of @estoBank being exchanged for one share of CustoBeancorp). Customers Bancorp’s
corporate headquarters are located at 1015 Penmu&y&/yomissing, Pennsylvania 19610. The maimpkelae number is (610) 933-2000.

In December 2010, Customers Bank changed its neorre Xlew Century Bank. New Century Bank was incoaped in 1994 and is a
Pennsylvania state chartered bank and a membke é¢federal Reserve System. New Century Bank conmederyerations in 1997. Customers
Bank’s deposits are insured by the Federal Depasitrance Corporation. Customers Bank’s corporataluarters are located at 99 Bridge
Street, Phoenixville, Pennsylvania 19460. The nelgphone number is (610) 933-2000.




Our Markets
Market Criteria

We look to grow organically as well as through sle acquisitions in our current and prospectivakats. We believe there is significant
opportunity to both enhance our presence in oueatimarkets and enter new complementary markatarieet our objectives.

We focus on markets that we believe are charaeigtiyy some or all of the following:
« Population densit

« Concentration of business activ

« Attractive deposit bases; large market share heldige bank:

« Advantageous competitive landscape that providesmpnity to achieve meaningful market prese
« Lack of consolidation in the banking sector andegponding opportunities for add-on transactions
« Potential for economic growth over time

« Management experience in the applicable markets

Current Markets

Our current markets are broadly defined as thetgréhiladelphia region and Berks County in Penuayil, Mercer County, New Jersey and
Southeastern New York. The table below descrieesin key statistics regarding our presence isghmarkets as of June 30, 2011:

Deposit Marke Deposits Deposit
Market Share Ranl Offices (in millions) Market Share
Philadelphia-Camden-Wilmington,
PA, NJ, DE, MSA 27 8 $947.6 0.23%
Berks County, P/®) 9 6 271.9 3.07
Mercer County, N. 19 1 141.7 1.17
Westchester County, N 26 1 170.7 0.37

(1) Includes deposits and offices of Berkshire Banle ‘Serkshire Bank Acquisition" belov

Source: FDIC Website as of June 30, 2011




We believe that these markets have highly attraate@mographic, economic and competitive dynamigsate consistent with our objectives
and favorable to executing our organic growth acgligsition strategy. The table below describesateitey demographic statistics regarding

these markets.

Market Environmen

Population
Market Density

Deposits # of BusinesseBopulation Current (#/sqPopulation Growthincome ($)

Median

Household Householc

Income

Top 3
Competitor
Combined
Deposit
Market Share

Market ($bn) (thousands  (millions) mi.) (%) (2000 to 2010 2010 Growth (%) (%)
Philadelphia —

Camden —

Wilmington, PA- 417.2 219 6.0 1,228.9 5.2 58,051 20.4 53
NJ-DE-MD

Berks, PA 8.8 14 0.4 482.0 10.5 54,769 22.5 59
Mercer, NJ 12.1 16 0.4 1,638.2 4.9 71,646 26.0 49
Westchester, N'  46.5 41 0.9 2,203.0 2.7 81,147 27.5 53
U.S. 88.0 10.4 50,227 19.1 33

Source: SNL Financial; Deposit data as of June 38011




Prospective Market

Our organic growth strategy focuses on expandingketahare in our existing and contiguous markgtgemerating deposits through
personalized service and taking advantage of tdobp@nd through our commercial, consumer and sgfized lending products. Our
acquisition strategy primarily focuses on undergdland troubled community banks in Pennsylvaniay Bersey, New York, Maryland,
Connecticut and Delaware, where such acquisitiorthér our objectives and meet our critical sucdaswrs. As we evaluate potential
acquisition opportunities, we believe there are ynizanking institutions that continue to face cretliallenges, capital constraints and liquidity
issues and that lack the scale and managementisep®ermanage the increasing regulatory burden.

Our Competitive Strengths

« Experienced and respected management tAn integral element of our business strategy isajpitalize on and leverage
prior experience of our executive management teEme. management team is led by our Chairman andf Gxecutive
Officer, Jay Sidhu, who is the former Chief ExeeatOfficer and Chairman of Sovereign Bancorp. Iditah to Mr. Sidhu
most of the members of our current management teave extensive experience working together at Sigerwith Mr
Sidhu, including Richard Ehst, President and CRiekrating Officer of Customers Bancorp, Warren @gyPresident «
Community Banking for Customers Bank, and ThomasgBer, Chief Financial Officer of Customers Bancdpring thei
tenure at Sovereign, the team established a trackrd of producing strong financial results, ingggrg acquisition:
managing risk, working with regulators and achigvimganic growth and expense control. In additaur, warehouse lendil
group is led by Glenn Hedde, who brings more thawyears of experience in this sector. This teamsigasficant experienc
in successfully building a banking organizatiormad| as existing valuable community and businesgionships in our co
markets.

« Unique Asset Generation Strateg¥e focus on local market lending combined with tiety low-risk specialty lendin
segments. Our local market asset generation pevidnsumer lending products, such as mortgage laath home equi
loans. We have also established a multi-family eochmercial real estate product line that is foduse the MidAtlantic
region. The strategy is to focus on refinancingtéxg loans with conservative underwriting anckéep costs low. Throu
the multifamily and commercial real estate product, we eimterest income, fee income and generate comm
deposits. We also maintain a specialty lendingrtass, warehousing lending, which is a nationalr®ss where we provi
liquidity to nondepository mortgage companies to fund their moegaigelines. Through the warehouse lending busjme:
earn interest income and generate f

« Attractive risk profile. We have sought to maintain high asset quality amtlerate credit risk by using conserva
underwriting standards and early identificatiorpotential problem assets. We have also formeceaiapassets departm
to both manage our covered assets portfolio arréuiew our other classified and npesforming assets. As shown bel
over 30% of our loan portfolio has been subjecteddquisition accounting adjustments and, in soases, is also subject
loss sharing agreements with the FD“Loss Sharing Agreemer”):

« as of December 31, 2011, approximately 22.87% ofleans (by dollar amount) were acquired loans alhaf thos:
loans were adjusted to their estimated fair vahaidke time of acquisition; ar

- as of December 31, 2011, 8.32% of our loans an@d44b.of our other real estate owned (“OREC&n¢h by dolle
amount) were covered by a loss sharing arrangemigmtthe FDIC in which the FDIC will reimburse usrf80% of ou
losses on these asse

Please refer to the Asset Quality disclosure abigsaregarding legacy and acquired loans beginmmgage 56 in the
"Management Discussion and Analysis" section.

« Superior Community Banking Mod« We expect to drive organic growth by employing “concierge bankir” strategy
which provides specific relationship managers fibrcastomers, delivering an appointment bankingrapph available 1
hours a day, seven days a week. This allows usotddge services in personalized, convenient and expeditious mannhbis
approach, coupled with superior technology, inaigdiemote account opening, remote deposit captgtensobile banking
results in a competitive advantage over largeitingins, which we believe contributes to the peadfility of our franchise ar
allows us to generate core deposits. Our “high,téégh touch,”model requires less staff and smaller branch lonatitc
operate, thereby significantly reducing our ope@atiosts

» Acquisition Expertise.The depth of our management team and their experigorking together and successfully comple
acquisitions provides us with unique insight inntifying and analyzing potenti




markets and acquisition targets. Our t’s experience, which includes the acquisition amegiration of over 30 institutior
as well as numerous branch acquisitions, providesausubstantial advantage in pursuing and consumgnétiture
acquisitions. Additionally, we believe our stremgin structuring transactions to limit our riskir@xperience in the financ
reporting and regulatory process related to traliblnk acquisitions, and our ongoing risk managemepertise, particular
in problem loan workouts, collectively enable usapitalize on the potential of the franchises wguire. With our depth
operational experience in connection with comptgtinerger and acquisition transactions, we expettable to integra
and reposition acquired franchises -efficiently and with a minimum disruption to custenrelationships

We believe our ability to operate efficiently isramced by our centralized management structureaan@ss to attractive labor and real estate
costs in our markets, and an infrastructure thah@ncumbered by legacy systems. Furthermore, tigpate additional expense synergies
from the integration of our recent acquisitionsjahhwe believe will enhance our financial perforroan

Our Objectives and Strategies

Our strategic plan is to become a leading regibaak holding company through organic growth andieaddded acquisitions. A key aspect of
our current business strategy is to foster a coniiyxaniented culture where our customers and enmgrgyestablish long-standing and mutually
beneficial relationships. We believe we can diffetiege ourselves through our focus on and undedgigrof the banking needs of small
businesses, not-for-profits, and consumers.

A central part of this strategy is generating adeposit customers to support growth of a strongstable loan portfolio. We believe we can
achieve this through exceptional convenience arihgrflexibility for deposits while remaining moresponsive to our customers’ needs and
providing a high level of personal and specialigedvice. We will strive for flexibility and respsiweness in operating and growing our
franchise, while maintaining tight internal consr@ind adhering to the following “Critical Succes&ters:”

- Talent - Attract, retain and develop a seasoned and inn@vakecutive management team, experienced-producing
relationship managers to accelerate organic grawthexperienced business development offic

« Profitability - Create a culture that focuses oaofiability and delivering services in a casffective, efficient manner with t
goal of increasing our revenues significantly fagihian our expense

« Superior Asset Qualit- Develop and adhere to conservative underwritingcga while maintaining diversified portfolios
earning assets and a conservative level of loarkserves

» Risk Managemer- Manage other enterpr-wide risks, including minimizing interest rate riglkcough positioning the balar
sheet so as to not place directional speculatioimtenest rate movements; a

« Capital - Maintain an adequate capital cushionithgilates us from adverse economic climates.

We intend to achieve our objectives under thesddaiimes by adhering to a combination of the follogvstrategies:

» Organic growth througl“ High Touch, High Te¢" Strategy. We focus our customer service efforts on relatignslanking
personalized service and the ability to quickly makedit and other business decisions. Relationsisipagers, available
hours a day, seven days a week, are assigned farstdbmers, establishing a single point of contarctll issues and produc
This “concierge bankingapproach allows Customers Bank to provide servinea convenient and expeditious man
delivered by experienced bankers, and enhanceoubrll customer experience, offering pricing flahty, speed an
convenience. This approach is supplemented wiphisticated high technology services, such as rerdeposit capture a
mobile banking, collectively creating “virtual breim banks.”We can open accounts at the location of the custame
remote account opening is also available via ouy site. To ensure functionality across the custopase, Customers Be
will not only provide the technology, but also sgtand train customers on how to benefit from teahnology. We belie
that the combination of our “concierge banking” aggzh and creation of a more inexpensive network/iofual” branche:
which require less staff and smaller branch locetjgrovides greater convenience and cost savMigsbelieve this allow
us to capture market share from and have a conveetitivantage over larger institutions, which weet will continue t
contribute to the profitability of our franchisedaallows us to generate core depo:

» Value-Added Acquisition. We plan to take advantage of acquisition oppdtizsithat will add immediate value to our ¢
franchise. The recent U.S. recession and the tetatsis in the financial services industry preszniique opportunity for
to execute our acquisition strategy. Many banlesteading at historically low multiples and arerieed of capital at a tir
when traditional sources of capital have diminish&tle current weakness in the banking sector aagotential duration
any recovery provide us with an opportunity to sssfully execute our strategy. Our management tessra long history
identifying targets, assessing and pricing risk amdcuting acquisitions. We believe our acquisitstrategy will delive
transactions that add substantial value while miziimy potential risks




Our acquisition strategy focuses on community bapkimarily in Pennsylvania, New Jersey, New Ydvigryland, Connecticut
and Delaware. We seek to achieve sufficient scaéach market that we enter by acquiring healtisgressed, undercapitalized
and weakened banking institutions that have stadnie deposit franchises, local market share, giigoie risks or that are
acquired from the FDIC with federal assistance, thiadl offer synergies through add-on acquisitiexpense reduction and
organic growth opportunities. We also seek to pasehassets and banking platforms, as well as assmspf deposits from the
FDIC and possibly enter into loss mitigation arramgnts with the FDIC in connection with such pusgsa

« Creative and Efficient IntegrationWe will seek to integrate acquired banks into existing model, where our operatic
strategies and systems will have already provemsleéses in our core banking franchise. Our stgategludes maximizin
customer retention, improving on the products aedvises offered to new customers, and a seamldsgration an
conversion focusing on achieving appropriate cagings. As we grow our franchise, we will seek apitalize on the existir
goodwill, customer loyalty and brand values. Weint to actively manage banks we acquire, integnadereposition existir
management to maximize the use of their talentsesatlate the competitive models of our acquiratidhises to determi
how best our overall company can profit from thersgest features of each busine

« Lending initiatives focused on small business gretilty lending. We maintain a specialty lending line, warehouselilem
that is relatively low risk and low cost. Wareheuending is a national business where we provgledity to nondepositor
mortgage companies to fund their mortgage pipeline have also established a midtinily and commercial real est
segment that is focused in the MAdlantic region, which targets the refinancing ofisting loans utilizing conservati
underwriting standard:

« Expand fe-based services and productdVe will provide feebased services for core retail and small businestomer
including cash management, deposit services, mercdevices and asset management. We are workithgwendors t
expand our suite of felrased services. Our management team has signiie@erience in building these capabilities
creating sales processes to increase fee rev

« Maintain strong risk management cultu. We are very focused on maintaining a strong risknagement culture. \
employ conservative underwriting in our lendingthné loan committee chaired by our Chief Crediticgff. The Bank's Rit
Management Committee performs an independent reofeall risks at Customers Bank, and Customers Bakllanageme
Risk Committee, chaired by the Head of Enterprisgk Rlanagement, reviews all risks. We intend tantaén strong capiti
levels and utilize our investment portfolio to parily manage liquidity and interest rate ri

Acquisitions

Since July 2010, we have completed three acquisititvo of which were FDIC-assisted transactiong believe we have structured
acquisitions that limit our credit risk, which haasitioned us for attractive risk-adjusted retussummary of these acquisitions appears
below.

Berkshire Bancorp Acquisitior

On September 17, 2011, Customers Bancorp acquiddBire Bancorp, Inc. and its subsidiary BerksBiaek. Berkshire Bancorp served
Berks County, Pennsylvania through five branchesth@ closing date, Berkshire Bancorp had totadtassf approximately $132.5 million,
including total loans of $98.4 million, and totabilities of approximately $122.8 million, inclutj total deposits of $121.9 million. Under the
terms of the merger agreement, each outstanding sfi&erkshire Bancorp common stock was exchaffige@d. 1534 shares of Customers
Bancorp’s Voting Common Stock, resulting in theuesce of 623,686 shares of Customers Bancorp’siy@ommon Stock. The total
purchase price was approximately $11.3 millionrespnting a price to tangible book value of BentesBiancorp common stock of 1.25%. T
transaction was immediately accretive to earnings.

In addition, as part of the transaction, CustonBanscorp exchanged shares of its preferred stocthéopreferred stock that was issued by
Berkshire Bancorp as part of the U.S. Treasurytaubted Asset Relief Program. Those shares wergesuiently redeemed. In addition,
warrants to purchase shares of Berkshire Bancarprmm stock were converted into warrants to purckhsees of Customers Bancorp’s
Voting Common Stock.

Berkshire Bancorp’s operating results are incluidenlr financial results from the date of acqudsiti September 17, 2011, through December
31, 2011.




FDIC-Assisted Transactions
Acquisition of USA Bank

On July 9, 2010, Customers Bank acquired substindithof the assets and assumed all of the nakdéned deposits and substantially all other
liabilities of USA Bank from the FDIC, as receiveFhe transaction consisted of assets with a firesof $221.1 million, including $124.7
million of loans (with a corresponding unpaid pipal balance (“UPB”), of $153.6 million), a $22.7lon FDIC loss sharing receivable and
$3.4 million of foreclosed assets. Liabilities wétair value of $202.1 million were also assumedyuding $179.3 million of non-brokered
deposits. Customers Bank also received cash amasion from the FDIC of $25.6 million. FurtherrepiCustomers Bank recognized a
bargain purchase gain before taxes of $28.2 mjllidrich represented 12.2% of the fair value ofttital assets acquired.

Concurrently with the acquisition of USA Bank, thBIC agreed to absorb a portion of all future drémlises and workout expenses through
Loss Sharing Agreements that cover certain legasgta, including the entire loan portfolio and ORER July 9, 2010, the covered assets
consisted of assets with a book value of $126.HanilThe total UPB of thecovered assets at July 9, 2010 was $159.2 milGustomers
Bank acquired other USA Bank assets that are nared by the Loss Sharing Agreements with the FiX€uding cash and certain
investment securities purchased at fair marketezalhe Loss Sharing Agreements do not apply toesjuently acquired, purchased or
originated assets. Customers Bank entered inddridmsaction to expand its franchise into a limeatew market, accrete its book value per
share and add significant capital.

Pursuant to the terms of the Loss Sharing Agreesnémt FDIC will reimburse Customers Bank for 80Rtosses, calculated, in each case,
based on UPB plus certain interest and expensesto@ers Bank will reimburse the FDIC for its shafeecoveries with respect to losses for
which the FDIC has paid Customers Bank in reimbuesg under the Loss Sharing Agreements.

Customers Bank has received an aggregate of $liflidnfrom the FDIC in reimbursements under thesk®haring Agreements for claims
filed for losses incurred through December 31, 2011

Acquisition of ISN Bank

On September 17, 2010, Customers Bank acquiredasulzdly all of the assets and assumed all ofnibre-brokered deposits and substantially
all other liabilities of ISN Bank from the FDIC, asceiver. The transaction consisted of assetsaviair value of $83.9 million, including
$51.3 million of loans (with a corresponding UPB$88.2 million), a $5.6 million FDIC loss sharingceivable and $1.2 million of foreclosed
assets. Liabilities with a fair value of $75.8 ol were also assumed, including $71.9 million ofitbrokered deposits. Customers Bank
received cash consideration from the FDIC of $5ilian. Furthermore, Customers Bank recognize@eaghin purchase gain before taxes of
$12.1 million, which represented 14.4% of the failue of the total assets acquired.

Concurrently with the acquisition of ISN Bank, thBIC agreed to absorb a portion of all future drémises and workout expenses through
Loss Sharing Agreements that cover certain legasgta, including the entire loan portfolio and ORERQ September 17, 2010, the covered
assets consisted of assets with a book value a6$Blion. The total UPB of the covered assetSeptember 17, 2010 was $58.2 million.
Customers Bank acquired other ISN Bank assetsatkatot covered by the Loss Sharing Agreementstiéh-DIC including cash, certain
investment securities purchased at fair marketevahd other tangible assets. The Loss Sharing Agrets do not apply to subsequently
acquired, purchased or originated assets. CustdBaeris entered into this transaction to enhance lvatke per share, add capital and enter the
New Jersey market in a more efficient manner tranal/o expansion. Pursuant to the terms of the Bbsiring Agreements, the FDIC v
reimburse Customers Bank for 80% of losses, caledan each case, based on UPB plus certain sitanel expenses. Customers Bank will
reimburse the FDIC for its share of recoveries wétspect to losses for which the FDIC has paid @unsts Bank in reimbursement under the
Loss Sharing Agreements.

Customers Bank has received an aggregate of $dlidmirom the FDIC in reimbursements under the IBd$s Sharing Agreements for clai
filed for losses incurred through December 31, 2011

In accordance with the guidance provided in SEGf 3tecounting Bulletin Topic 1.K, Financial Statents of Acquired Troubled Financial
Institutions (“SAB 1: K”) and a request for religfanted by the SEC, historical financial informataf USA Bank and ISN Bank has been
omitted from this Form 10-K. Relief is provided wnctertain circumstances, including transactiomd s the acquisitions of USA Bank and
ISN Bank in which an institution engages in an asitjon of a troubled financial institution for wtti audited financial statements are not
reasonably available and in which federal assigtéman essential and significant part of the &atisn.

Acquisition of Loan Portfolios

On August 6, 2010, we purchased from Tammac Hol@agporation ("Tammac") a $105.8 million manufaetihousing loan portfolio for a
purchase price of $105.8 million. On September28d,1, we purchased from Tammac $19.3 million ofinfiactured housing loans and a
1.50% interest only strip security with an estindatalue of $3 million secured by a pool of $70 ioill of loans originated by Tammac. The
total purchase price for these assets was $13millThese purchases and other similar portfolircheses made by us in recent periods were
opportunistic purchases and may not be indicativiatare strategies or purchases.

Products

We offer a broad range of traditional banking pradwand financial services to our commercial antsamer customers






Suburban Philadelphia, Pennsylvania, Central Neseyeand Southeastern New York. We offer an arfdgraling products to cater to our
customers’ needs, including small business loamstgage warehouse loans, multi-family and commeérei estate loans, residential
mortgage loans and consumer loans. We also offditinal depository products, including commereiatl consumer checking accounts, non-
interest-bearing demand accounts, money marketsitegurounts, savings accounts and time deposiuats and cash management services.

Lending Activities

We focus our lending efforts to the following lendiareas:
« Commercial Lendine includes business, small business and -family and commercial real estate lend
« Specialty Lendin— Warehouse lendin
» Consumer Lendin— Local market mortgage lending and home equity leg

Our existing lending relationships are primarilyttwsmall businesses, not-fprefits and consumers in Berks, Chester and Dela@aunties i
Pennsylvania, Westchester County in New York, EddfCounty in Connecticut, Bergen County in Newség and to a lesser extent in
surrounding markets. We also provide warehouseimg nationwide and multi-family lending in the ddAtlantic states. Our lending
strategies focus on the following key segments:

Commercial Lending

The Bank’s commercial lending is segmented inteehtistinct groups: multi-family and commerciallrestate, business banking and small
business banking. This segmentation is designatlde for greater resource deployment, higher saaahsl of risk management, strong asset
quality, lower interest rate risk and higher pratity levels.

The business banking lending group focuses on coi@pavith annual revenues ranging from $5.0 milli@$20.0 million, which typically
have credit requirements between $500,000 andrilion.

The small business banking platform originates $oamcluding Small Business Administration loamsptigh the branch network sales force
and a team of dedicated small business relatiomshipagers. The support administration of the platffor this segment is centralized,
including risk management, product management, atiadg, performance tracking and overall strategedil and sales training has been
established for our sales force, ensuring we hmadl Husiness experts in place providing approgtiancial solutions to the small business
owners in our communities. A segmentation apprdactses on industries that offer us high assetityuatd are deposit rich to drive
profitability.

The goal of our multi-family lending group is toilabia portfolio of high quality multi-family and eomercial real estate loans within our
covered markets, while cross selling our other potgland services. This business line primaribuées on refinancing existing loans, using
conservative underwriting. The primary collatdmalthese loans is a first lien mortgage on thetirfamily property, plus an assignment of all
leases related to such property. During the yede@ December 31, 2011, we originated and clos2d.$Imillion of multi-family loans
commitments.

As of December 31, 2011, we had $536.9 millionammercial loans outstanding, comprising approxitge8.3% of our total loan portfolio
(which includes loans held for sale). During te&ayended December 31, 2011, we originated andd®$67.7 million of commercial loans
and commitments.

Specialty Lending

In 2009, we established a warehouse lending busimdsch provides financing to mortgage bankergdésidential mortgage originations from
loan closing until sale in the secondary marketnkiproviders of liquidity in this segment exitée tbusiness in 2007-2008 during the period
of excessive market turmoil. There is an opportutdtprovide liquidity to this segment at attraetispreads. There is also opportunity to attract
escrow deposits and to generate fee income ibtligess. To date, there have been no losses@hawase lending.

The goal of the warehouse group is to provide didyito mortgage companies. These facilities aedlby mortgage companies to fund their
pipelines from closing of individual mortgage loantil their sale into the secondary market. Mafghe loans are insured or guaranteed b
U.S. government through one of their programs siscRHA, VA, or are conventional loans eligible $ale to Fannie Mae and Freddie

Mac. The strategy is to stay focused on providiregfinancing in the lowest risk segments in thisibess. Most of the revenue is derived 1
the interest income earned on the mortgage warehoass, but the business also generates fee inanthdeposits. We expect moderate
growth in commitments in this business in 2012.

As of December 31, 2011, loans in our warehousgitenportfolio as well as loans held for sale tete$794.3 million outstanding, comprising
approximately 52.3% of our total loan portfolio (¢t includes loans held for sale). During the yer@ded December 31, 2011, we funded !
billion of mortgage loans under warehouse facsitie

Management will assess other lending businessi ifuture but will make sure that they are alignéith the Bank's critical success factors
and strategic objectives.
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Consumer Lending

We plan to expand our product offerings in reahtessecured consumer lending. We will not offeiriext automobile loans, unsecured loan
credit cards. Initially, we will provide home equind residential mortgage loans to customers. riteng standards for home equity lending
will be conservative, focusing on FICO scores 780 higher, and lending will be offered to soliddystomer relationships and grow
relationship revenues in the long term. This legdmimportant in our efforts to grow total relatghip revenues for our consumer households.

As of December 31, 2011, we had $186.7 millionansumer loans outstanding, comprising 13.9% oftatal loan portfolio (which includes
loans held for sale). During the year ended Deegrh, 2011, we originated and closed $10.1 milibnonsumer loans.

Deposit Products and Other Funding Sourc

We offer a variety of deposit products to our costes, including checking accounts, savings acconmiiey market accounts and other
deposit accounts, including fixed-rate, fixed-méyuretail time deposits ranging in terms from 34 to five years, individual retirement
accounts, and non-retail time deposits consistfrjgmbo certificates greater than or equal to $200, As of December 31, 2011, our deposit
portfolio was comprised of 54.9% of core deposits.

We intend to continue our efforts to attract defgoom our business lending relationships to naémbur low cost of funds and improve our
net interest margin.

Deposit flows are significantly influenced by gesieand local economic conditions, changes in ptienginterest rates, internal pricing
decisions and competition. Our deposits are prisnatitained from areas surrounding our bankingeent To attract and retain deposits, we
rely on providing quality service and introducingwnproducts and services that meet our customeesis

Financial Products and Services

In addition to traditional banking activities, weogide other financial services to our customarsluding: internet banking, wire transfers,
electronic bill payment, lock box services, remiéposit capture services, courier services, metgiracessing services, cash vault, controlled
disbursements, positive pay and cash managemetes(including account reconciliation, collectosnd sweep accounts).

Competition

Customers Bank competes with other financial instihs for deposit and loan business. Competitoshide other commercial banks, savings
banks, savings and loan associations, insuranceaniss, securities brokerage firms, credit unifinance companies, mutual funds, money
market funds, and certain government agenciesnEiabinstitutions compete principally on the gtiabf the services rendered, interest rates
offered on deposit products, interest rates chaogeldans, fees and service charges, the convenrizanking office locations and hours of

operation, and in the consideration of larger contmaéborrowers, lending limits.

Many competitors are significantly larger than @uasérs Bank, and have significantly greater findngsources, personnel and locations from
which to conduct business. In addition, CustomexskBs subject to regulation, while certain ofdtsnpetitors are not. Non-regulated
companies face relatively few barriers to entrg itite financial services industry. Customers Batd¢ger competitors enjoy greater name
recognition and greater resources to finance wadging advertising campaigns. Customers Bank caesget business principally on the be

of high quality, personal service to customersia@ugr access to Customers Bank’s decision makedsgc@ampetitive interest and fee structure.
Customers Bank also strives to provide maximum eaiance of access to services by employing inneatélivery vehicles such as internet
banking, and convenience of availability of bankiegresentatives.

Customers Bank’s current market is primarily serligdarge national and regional banks, with a famgér institutions capturing more than
50% of the deposit market share. Customers Baakigelcompetitors utilize expensive, branch-basedetsdo sell products to consumers and
small businesses, which requires our larger congustio price their products with wider margins ahérge more fees to justify their higher
expense base. While maintaining physical branchtioos remains an important component of CustoiBark’s strategy, Customers Bank
utilizes an operating model with fewer and lessesgive locations, thereby lowering overhead castisadlowing for greater pricing flexibility.
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Employees

As of December 31, 2011, Customers Bank had 2045ifué and 8 part-time employees.

SUPERVISION AND REGULATION
General

We are subject to extensive regulation, examinaiwhsupervision by the Pennsylvania Banking Depamt and, as a member of the Federal
Reserve System, by the Board of Governors of thikefad Reserve System (the “Federal Reserve BoaFfBjeral and state banking laws and
regulations govern, among other things, the scépebank’s business, the investments a bank mayenh& reserves against deposits a bank
must maintain, terms of deposit accounts, loanasnk Imakes, the interest rates a bank charges dlatkcal a bank takes, the activities of a
bank with respect to mergers and consolidationgla@establishment of branches.

Pennsylvania Banking Laws

Pennsylvania banks that are Federal Reserve memiagrestablish new offices only after approval ey Pennsylvania Banking Department
and the Federal Reserve Board. Approval by thegelators can be subject to a variety of factordpiding the convenience and needs of the
community, whether the institution is sufficiendgipitalized and well managed, issues of safetysanddness, the institution’s record of
meeting the credit needs of its community, whethere are significant supervisory concerns witlpeesto the institution or affiliated
organizations, and whether any financial or othesifiess arrangement, direct or indirect, involuimg proposed branch and bank

“insiders” (directors, officers, employees and 10%greater shareholders) involves terms and cawditmore favorable to the insiders than
would be available in a comparable transaction wittelated parties.

Under the Pennsylvania Banking Code, we are pexthiti branch throughout Pennsylvania. PennsylManialso provides Pennsylvania st
chartered institutions elective parity with the mowf national banks, federal thrifts, and statartdred institutions in other states as authorized
by the FDIC, subject to a required notice to therRglvania Banking Department. The PennsylvaniakBey Code also imposes restrictions
on payment of dividends, as well as minimum capéglirements.

Interstate Branchini. Federal law allows the Federal Reserve and FBh@,the Pennsylvania Banking Code allows the Bdvarsia Banking
Department, to approve an application by a stat&ibg institution to acquire interstate branchEsr more information on federal law, see the
discussion under “Federal Banking Laws — IntersBagnching” that follows.

Pennsylvania banking laws authorize banks in Pdnasia to acquire existing branches or branch deno other states, and also permits out-
of-state banks to acquire existing branches ordtrae novo in Pennsylvania.

In April 2008, Banking Regulators in the StatedNefwv Jersey, New York, and Pennsylvania enteredaritemorandum of Understanding (the
“Interstate MOU") to clarify their respective roless home and host state regulators, regardingsiate branching activity on a regional basis
pursuant to the Riegle-Neal Amendments Act of 19%i& Interstate MOU establishes the regulatoryarsibilities of the respective state
banking regulators regarding bank regulatory exations and is intended to reduce the regulatorgdruon state chartered banks branching
within the region by eliminating duplicative hosate compliance exams.

Under the Interstate MOU, the activities of brareche established in New Jersey or New York woulgdeerned by Pennsylvania state la\

the same extent that federal law governs the #iesvof the branch of an out-of-state national biansuch host states. Issues regarding whethelr
a particular host state law is preempted are tebermined in the first instance by the Pennsyld@anking Department. In the event that the
Pennsylvania Banking Department and the applicabdt state regulator disagree regarding whetharticplar host state law is pre-empted,
the Pennsylvania Banking Department and the apgpédaost state regulator would use their reasonadde efforts to consider all points of

view and to resolve the disagreement.

Federal Banking Laws

Interstate Branching. The Riegle-Neal Interstate Banking and Branchirficieihcy Act of 1994 (the “Interstate Act”), amoother things,
permits bank holding companies to acquire banksinstate. A bank may also merge with a bank inhercstate. Interstate acquisitions and
mergers are subject, in general, to certain congom limits and state entry rules relating to #ge of the bank. Under the Interstate Act, the
responsible federal regulatory agency is permitbegpprove the acquisition of less than all oftthenches of an insured bank by an oustate
bank or bank holding company without the acquisitid an entire bank, only if the law of the statenihich the branch is located permits such
an acquisition. Under the Interstate Act, brandfestate-chartered banks that operate in othézsstae covered by the laws of the chartering
state, rather than the host state. The Dodd-Préalk Street Reform and Consumer Protection Act {fbedd-Frank Act”) created a more
permissive interstate branching regime by perngtbanks to establish branches de novo in any iftateank chartered by such state would
have been permitted to establish the branch. eoe mmformation on interstate branching under Pgwasia law, see “Pennsylvania Banking
Laws — Interstate Branching” above.
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Prompt Corrective Actio. Federal banking law mandates certain “promptemtive actions,” which Federal banking agenciesraquired to
take, and certain actions which they have disaneticake, based upon the capital category intehvhiFederally regulated depository
institution falls. Regulations have been adoptethe Federal bank regulatory agencies setting fdetailed procedures and criteria for
implementing prompt corrective action in the cakary institution that is not adequately capitadizéJnder the rules, an institution will be
deemed to be “adequately capitalized” or bettd@rékceeds the minimum Federal regulatory capé@glirements. However, it will be deemed
“undercapitalized” if it fails to meet the minimueapital requirements, “significantly undercapitati? if it has a total risk-based capital ratio
that is less than 6.0%, a Tier 1 risk-based capitéd that is less than 3.0%, or a leverage thti is less than 3.0%, and “critically
undercapitalized” if the institution has a ratiotafgible equity to total assets that is equalrtiess than 2.0%. The rules require an
undercapitalized institution to file a written ctgbirestoration plan, along with a performance gagyr by its holding company or a third

party. In addition, an undercapitalized institatilecomes subject to certain automatic restrictincisiding a prohibition on the payment of
dividends, a limitation on asset growth and expamsand in certain cases, a limitation on the paytroébonuses or raises to senior executive
officers and a prohibition on the payment of certahanagement fees” to any “controlling persomistitutions that are classified as
undercapitalized are also subject to certain amttili supervisory actions, including increased répgiburdens and regulatory monitoring, a
limitation on the institution’s ability to make agigitions, open new branch offices, or engage m liges of business, obligations to raise
additional capital, restrictions on transactionthveiffiliates, and restrictions on interest ratagly the institution on deposits. In certaines
bank regulatory agencies may require replacemesemibr executive officers or directors, or saléhefinstitution to a willing purchaser. If an
institution is deemed to be “critically undercapi#ad” and continues in that category for four dees, the statute requires, with certain
narrowly limited exceptions, that the institutioa placed in receivership.

Safety and Soundness; Regulation of Bank Managenidm Federal Reserve Board possesses the powsstibit us from engaging in any
activity that would be an unsafe and unsound bangiactice and in violation of the law. MoreovEederal law enactments have expande:
circumstances under which officers or directora bink may be removed by the institution’s Fedgupkrvisory agency; restricted and further
regulated lending by a bank to its executive officelirectors, principal shareholders or relatedragsts thereof; restricted management
personnel of a bank from serving as directors atlrer management positions with certain depositwijtutions whose assets exceed a
specified amount or which have an office withirpadfied geographic area; and restricted managepgsonnel from borrowing from anott
institution that has a correspondent relationshitp the bank for which they work.

Capital Rules Federal banking agencies have issued certaik-trdsed capital” guidelines, which supplementdstiexg capital
requirements. In addition, the Federal Reservad®maposes certain “leverageéquirements on member banks such as us. Banégujator
have authority to require higher minimum capitaiasfor an individual bank or bank holding compamyiew of its circumstances.

The risk-based guidelines require all banks and batding companies to maintain two “risk-weightesiets” ratios. The first is @ minimum
ratio of total capital (Tier 1 and Tier 2 capittd)risk-weighted assets equal to 8.0%; the secoadminimum ratio of Tier 1 capital to risk-
weighted assets equal to 4.0%. Assets are assigriee risk categories, with higher levels of ttapbeing required for the categories
perceived as representing greater risk. In mattiegcalculation, certain intangible assets mustdzhicted from the capital base. The risk-
based capital rules are designed to make regulatpifal requirements more sensitive to differennetsk profiles among banks and bank
holding companies and to minimize disincentiveshfolding liquid assets.

The risk-based capital rules also account for @derate risk. Institutions with interest ratkrexposure above a normal level would be
required to hold extra capital in proportion totthiak. A bank’s exposure to declines in the ecoitovalue of its capital due to changes in
interest rates is a factor that banking agenciisamsider in evaluating a bank’s capital adequathie rule does not codify an explicit
minimum capital charge for interest rate risk. @erently monitor and manage our assets and liegsilfor interest rate risk, and management
believes that the interest rate risk rules whichehaeen implemented and proposed will not matgradiversely affect our operations.

The Federal Reserve Board’s “leverage” ratio ruéegiire member banks which are rated the highebeimomposite areas of capital, asset
quality, management, earnings and liquidity to reaima ratio of Tier 1 capital to “adjusted totakats’of not less than 3.0%. For banks wk
are not the most highly rated, the minimum “leveragtio will range from 4.0% to 5.0%, or highertlé discretion of the Federal Reserve
Board, and is required to be at a level commenswrih the nature of the level of risk of a ban&&dition and activities.

For purposes of the capital requirements, “Tieot“core” capital is defined to include common salders’equity and certain noncumulat
perpetual preferred stock and related surpluser2t or “qualifying supplementary” capital is dedid to include a bank’s allowance for loan
and lease losses up to 1.25% of risk-weighted sigskets certain types of preferred stock and rdlateplus, certain “hybrid capital
instruments” and certain term subordinated delttunsents.
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The Basel Committee on Banking Supervision (thesd&ommittee”) released a comprehensive list oppsals for changes to capital,
leverage, and liquidity requirements for banks ecBmber 2009 (commonly referred to as “Basel 1I1)July 2010, the Basel Committee
announced the design for its capital and liquidifiprm proposals.

In September 2010, the oversight body of the B@sehmittee on Banking Supervision announced minincapital ratios and transition
periods providing: (i) the minimum requirement fbe Tier 1 common equity ratio will be increaseahfrthe current 2.0% level to 4.5% (to be
phased in by January 1, 2015); (ii) the minimunuiegment for the Tier 1 capital ratio will be inaeed from the current 4.0% to 6.0% (to be
phased in by January 1, 2015); (iii) an additich&Pb of Tier 1 common equity to total riskeighted assets (to be phased in between Janu
2016 and January 1, 2019); and (iv) a minimum lagerratio of 3.0% (to be tested starting Januagp13). The proposals also narrow the
definition of capital, excluding instruments that longer qualify as Tier 1 common equity as of &g, 2013, and phasing out other
instruments over several years. It is unclear o8 banking regulators will define “well-capitadid” in their implementation of Basel Ill.

The liquidity proposals under Basel Ill includg: &iliquidity coverage ratio (to become effectiamdary 1, 2015); (ii) a net stable funding ratio
(to become effective January 1, 2018); and (igtiof monitoring tools for banks to report minimtypes of information to their regulatory
supervisors.

Many of the details of the new framework relatednioimum capital levels and minimum liquidity regaiinents in the Basel Committee’s
proposals will remain uncertain until the finalease is issued. Implementation of the final provisiof Basel Ill will require implementing
regulations and guidelines by U.S. banking regutationplementation of these new capital and ligyidequirements has created significant
uncertainty with respect to the future liquiditydagapital requirements for financial institutiodfierefore, we are not able to predict at this
the content of liquidity and capital guidelinesregulations that may be adopted by regulatory agsrar the impact that any changes in
regulation may have on us.

Deposit Insurance Assessme. Our deposits are insured by the FDIC up toithhéd set forth under applicable law and are sutiiec
deposit insurance premium assessments. The FO¥Gses a risk-based deposit premium assessmentsystéch was amended pursuant
to the Federal Deposit Insurance Reform Act of 200&der this system, the amount of FDIC assesspaitl by an individual insured
depository institution, like us, is based on theeleof risk incurred in its activities. The FDITapes a depository institution in one of four
risk categories determined by reference to itstahl@vels and supervisory ratings. In additiontlie case of those institutions in the
lowest risk category, the FDIC further determintesassessment rates based on certain specifietti@haatios.

On May 22, 2009, the FDIC adopted a final rule isipg a 5 basis point special assessment on easfethdepository institution’s assets
minus Tier 1 capital as of September 30, 2009. arheunt of the special assessment for any ingitwiill not exceed 10 basis points times
institution’s assessment base for the second quz0®9. The special assessment was collected per@ber 30, 2009.

On October 12, 2009, the FDIC adopted a final toleequire insured institutions to prepay theifreated quarterly risk-based assessments for
the fourth quarter of 2009 and for all of 2010, 2@&hd 2012. The prepaid assessment was collentBedoember 30, 2009. For purposes of
calculating the prepaid assessment, each institstassessment rate was its total base assessatesitt effect on September 30, 2009. The
prepayment attributable to 2011 and thereaftercad=ulated using the September 29, 2009 increa2@lift base assessment rates. In addition
future deposit growth was reflected in the prepaynby assuming that an institution’s third quagef9 assessment base increased quarterly
a 5 percent annual growth rate through the end®22 The Dodd-Frank Act changed the federal dejusirance regime that will affect the
deposit insurance assessments the Bank will bgatblil to pay in the future. For example:

« The law permanently raises the federal depositramste limit to $250,000 per account ownership.

« The law makes deposit insurance coverage unliniitexmount for no-interest bearing transaction accounts until Decersti
2012.

« The law increases the insurance 's minimum designated reserve ratio from 1.15 t&,1a®d removed the current 1.50 ca|
the reserve ratio, leaving it, instead, to the isen of the FDIC. The FDIC has recently exerdiigat discretion by establishi
a long range fund ratio of 29

Each of these changes may increase the rate of Fi3l€ance assessments to maintain or replenishRi@’s deposit insurance fund. This
could, in turn, raise our future deposit insuraassessment costs. On the other hand, the law ehaing deposit insurance assessment base s
that it will generally be equal to consolidatededsdess tangible equity. This change of the assest base from an emphasis on deposits to ar
emphasis on assets is generally considered liketpatise larger banking organizations to pay a dEptionately higher portion of future

deposit insurance assessments, which may, corrésyby, lower the level of deposit insurance asses¥s that community banks like
Customers Bank may otherwise have to pay in thedutWhile it is likely that the new law will inease our future deposit insurance
assessment costs, the specific amount by whichahelaw’s combined changes will affect our depisitirance assessment costs is difficult to
predict, particularly because the Dodd Frank Agegithe FDIC enhanced discretion to set assessaterevels.
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On February 7, 2011, the FDIC adopted a final nualifying the risk-based assessment system aridgeétitial base assessment rates ranging
from 2.5 to 45 basis points of Tier | capital.

As of December 31, 2011 and 2010, our initial kessessment rate was 9.00 and 14.10 basis poispectesely.

In addition to deposit insurance assessments, baeksubject to assessments to pay the interdsihancing Corporation bonds. The
Financing Corporation was created by Congresssteidonds to finance the resolution of failed thni§titutions. The FDIC sets the Financ
Corporation assessment rate every quarter. TranEimg Corporation assessment for the fourth quafte011 was an annual rate of 1 basis
point.

Community Reinvestment ActUnder the Community Reinvestment Act of 1977RAC), the record of a bank holding company and its
subsidiary banks must be considered by the aprtepFiederal banking agencies, including the FedReaérve Board, in reviewing and
approving or disapproving a variety of regulatopplications including approval of a branch or ottieposit facility, office relocation, a merg
and certain acquisitions of bank shares. Fedarsihg agencies have recently demonstrated anasedereadiness to deny applications based
on unsatisfactory CRA performance. The Federal Red®oard is required to assess our record to mhéterif we are meeting the credit needs
of the community (including low and moderate neigititoods) that we serve. The Financial InstitutiBe$orm, Recovery, and Enforcement
Act of 1989 amended the CRA to require, among dthiegs, that the Federal Reserve Board make pulaiailable an evaluation of our
record of meeting the credit needs of our entimmanity including low- and moderate-income neiglitmads. This evaluation includes a
descriptive rating (outstanding, satisfactory, rsedimprove, or substantial noncompliance) ant#esient describing the basis for the rating.

Consumer Protection LawsWe are subject to a variety of consumer pradedéws, including the Truth in Lending Act, theullr in Savings
Act adopted as part of the Federal Deposit Insi&@urporation Improvement Act of 1991 (“FDICIA"he Equal Credit Opportunity Act, the
Home Mortgage Disclosure Act, the Electronic Fuicnsfer Act, the Real Estate Settlement Proceddceand the regulations adopted
thereunder. In the aggregate, compliance withetltessumer protection laws and regulations invodudsstantial expense and administrative
time on our part.

Dodd-Frank Wall Street Reform and Consumer Protection A The Dodd-Frank Act was enacted by Congrestutnl15, 2010, and was
signed into law by President Obama on July 21, 208®ong many other provisions, the legislation:

« established the Financial Stability Oversight Caljrcfederal agency acting as the financial syssesystemic risk regulat
with the authority to review the activities of sificant bank holding companies and nbark financial firms, to mal
recommendations and impose standards regardintatdpverage, conflicts and other requirementdifaancial firms and t
impose regulatory standards on certain financrahdi deemed to pose a systemic threat to the fiabhealth of the U.!
economy;

« created a new Consumer Financial Protection Buwdgthin the Federal Reserve, which will have subttenrule-making
authority over a wide variety of consumer finanaetvices and products, including the power to lsgwnfair, deceptive,
abusive acts or practice

« provides state attorney generals and other stdteomment authorities broader power to enforce gores protection law
against banks

« authorizes federal regulatory agencies to ban cosgi®mn arrangements at financial institutions thate employee
incentives to engage in conduct that could poses tis the natio’s financial systen

« grants the U.S. government resolution authorityiqoidate or take emergency measures with regarttowbled financie
institutions, such as bank holding companies, fdlhbutside the existing resolution authority b&tFDIC;

« gives the FDIC substantial new authority and flditibin assessing deposit insurance premiums, Wwhitay result i
increased deposit insurance premiums for us irfiutuee;

« increased the deposit insurance coverage limiinfsurable deposits to $250,000 generally, and resountil December
2012, the limit entirely for transaction accour

« permits banks to pay interest on business demamosdeaccounts;
« extends the national bank lending (or Ic-to-one-borrower) limits to other institutions like u

« prohibits banks subject to enforcement action (fagla memorandum of understanding) from changieiy tharter withot
the approval of both their existing charter reguiand their proposed new charter regulator;
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« imposes new limits on asset purchase and saleattos between banks and their insiders.

Many of these provisions are subject to furthee mbking and to the discretion of regulatory bodieduding our primary federal banking
regulator, the Federal Reserve. It is not possibfaedict at this time the extent to which regjolas authorized or mandated by the Dodd-
Frank Act will impose requirements or restrictiarsus in addition to or different from the provissosummarized above.

Memorandum Of Understanding

As a result of a March 31, 2009 regulatory exannmaprior to the arrival of new management, we edanto an August 24, 2009
Memorandum of Understanding (“MOU") with our regtaes that called for a back-up Bank Secrecy Adceffand employee training, and
precluded us from declaring or paying dividends theuld cause our capital ratios to fall below Higher of the minimum levels for a “well
capitalized” classification under Prompt Correctvaion standards or the internal ratios set in @apital plan, or redeeming our stock or
issuing debt with maturity greater than one yedhauit prior regulatory approval. The MOU requiresito update plans relating to earnings
and capital improvement, management and board igh¢rsredit risk management and liquidity risk githance pre-purchase analysis of
investment securities, and to revise to our allaxeafior loan and lease losses (“ALLL") methodologyNMovember 15, 2009. Management
believes that we are in substantial compliance alitterms of the MOU at this time.

Bank Holding Company Regulation
As a bank holding company, we are also subjectititianal regulation.

The Bank Holding Company Act requires us to setlweeprior approval of the Federal Reserve Boardreefve own or control, directly or
indirectly, more than five percent (5%) of the watishares or substantially all of the assets oftemk. It also prohibits acquisition by the
Company of more than five percent (5%) of the \@8hares of, or interest in, or all or substantiall of the assets of, any bank located out
of the state in which a current bank subsidiafgdsited unless such acquisition is specificalhjhatized by laws of the state in which such k
is located. A bank holding company is prohibiteshi engaging in or acquiring direct or indirect tohof more than five percent (5%) of the
voting shares of any company engaged in non-bardgtigities unless the Federal Reserve Board, bgraor regulation, has found such
activities to be so closely related to banking aniging or controlling banks as to be a propedei thereto. In making this determination,
the Federal Reserve Board considers whether ttierpemce of these activities by a bank holding canypwould offer benefits to the public
that outweigh possible adverse effects. Applicegtionder the Bank Holding Company Act and the Chandontrol Act are subject to revie
based upon the record of compliance of the apgliwéth the CRA.

We are required to file an annual report with tleeléral Reserve Board and any additional informatian the Federal Reserve Board may
require pursuant to the Bank Holding Company Aetirther, under Section 106 of the 1970 amendmerttet Bank Holding Company Act
and the Federal Reserve Board’s regulations, a baltking company and its subsidiaries are prohibftem engaging in certain tie-in
arrangements in connection with any extension editior provision of credit or provision of any pexty or services. The so-called “anti-tie-
in” provisions state generally that we may not agteredit, lease, sell property or furnish any merto a customer on the condition that the
customer provide additional credit or service tptasCustomers Bank or to any of our other subgikaor on the condition that the customer
not obtain other credit or service from a competitous, Customers Bank, or any other subsidiary.

The Federal Reserve Board permits bank holding emmeg to engage in non-banking activities so cjosahted to banking or managing or
controlling banks as to be a proper incident tleerét number of activities are authorized by FetlReserve Board regulations, while other
activities require prior Federal Reserve Board appk  The types of permissible activities are sabjo change by the Federal Reserve Board.

Iltem 1 A. Risk Factors
Risks Related to Our Banking Operations

Our level of assets categorized as doubtful, subdtad or special mention expose us to increasedlieg risk. If our allowance for loan
losses is insufficient to absorb losses in our logpartfolio, our earnings could decrease.

Lending money is a substantial part of our businasd each loan carries a risk that it will notrépaid in accordance with its terms or that any
underlying collateral will not be sufficient to ase repayment. This risk is affected by, among othiegs:

« the financial condition and cash flows of the bareo and/or the project being financed;

- the changes and uncertainties as to the future\althe collateral, in the case of a collateralilzan;

« the discount on the loan at the time of its acdjoisj

« the duration of the loan;

« the credit history of a particular borrower; and

« changes in economic and industry conditions.
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At December 31, 2011, our delinquent loans gretatar 90 days and naccrual loans not covered under the Loss Sharimgekgents with tr
FDIC totaled $38.9 million, which represented 2.7@Rtotal loans not covered under the Loss Shatigieements, and our allowance for loan
losses totaled $15.0 million, which represented%f total loans not covered under the Loss Shakgreements with the FDIC. We make
various assumptions and judgments about the cabéity of our loan portfolio, including the credibrthiness of our borrowers and the
probability of receiving payment, as well as théuezof real estate and other assets serving astel for the repayment of many of our loans.
Loans covered under the Loss Sharing Agreemeratetb$126.3 million at December 31, 2011. In deteimy the amount of the allowance
loan losses, significant factors considered inclieds experience in particular segments of thef@art trends and absolute levels of classified
and criticized loans, trends and absolute levetielmquent loans, trends in risk ratings, tremdsdustry charge-offs by particular segments
and changes in existing general economic and besicenditions affecting our lending areas and #i®nal economy. If our assumptions are
incorrect, our allowance for loan losses may nasddfficient to cover losses inherent in our loantfolio, resulting in additions to the
allowance. Material additions to our allowanceldauaterially decrease net income. Our regulatssan integral part of their examination
process, periodically review our allowance for ld@sses and may require us to increase our allosvBordoan losses by recognizing additio
provisions for loan losses charged to expense detrease our allowance for loan losses by rezognioan charge-offs, net of recoveries.
Any such additional provisions for loan losses lwarge-offs, as required by these regulatory agencauld have a material adverse effect on
our financial condition and results of operations.

Our emphasis on commercial and mortgage warehowsading may expose us to increased lending risks.

We intend to continue to emphasize the originatibcommercial and specialty loans, including mogegaarehouse financing. Commercial
loans generally expose a lender to greater ristoafpayment and loss than one- to féamily residential mortgage loans because repayok
the loans often depends on the successful operatftittre property and the income stream of the lvaers. Such loans typically involve larger
loan balances to single borrowers or groups otedlaorrowers compared to one- to four-family restthl mortgage loans. In addition, since
such loans generally entail greater credit riskithae- to four-family residential mortgage loansg, mvay need to increase our allowance for
loan losses in the future to account for the likalyrease in probable incurred credit losses aastiwith the growth of such loans. Also, we
expect that many of our commercial borrowers walvé more than one loan outstanding with us. Coresgty) an adverse development with
respect to one loan or one credit relationshipecgrose us to a significantly greater risk of losspared to an adverse development with
respect to a one- to four-family residential mogtgéoan.

As a mortgage warehouse lender, we provide a fdriimancing to mortgage bankers by purchasing thgeulying residential mortgages on a
short-term basis under a master repurchase agréeWierare subject to the risks associated with $ertling, including, but not limited to, the
risks of fraud, bankruptcy and default of the uhygeg residential borrower, any of which could risn credit losses. The risk of fraud
associated with this type of lending includes, ibutot limited to, the risk of financing nonexistdoans or fictitious mortgage loan transactic
or that the collateral delivered is fraudulent trepexposure that could result in the loss offtileamount financed on the underlying
residential mortgage loan

Decreased residential mortgage originations andqinig decisions of competitors may adversely affect profitability.

We do not currently operate in the residential gge origination business. However we may originsell and service residential mortgage
loans in the future. If we do, changes in interatgs and pricing decisions by our loan competitoay adversely affect demand for our
residential mortgage loan products, the revenué&esbon the sale of loans and revenues received fervicing such loans for others, and
ultimately reduce our net income. New regulationsreased regulatory reviews, and/or changes istiiueture of the secondary mortgage
markets which we would utilize to sell mortgagerisamay be introduced and may increase costs akd itnanore difficult to operate a
residential mortgage origination business.

Federal Home Loan Bank of Pittsburgh may not payiends or repurchase capital stock in the future.

On December 23, 2008, the Federal Home Loan Bafktsburgh (“FHLB”) announced that it would volanty suspend the payment of
dividends and the repurchase of excess capitak statil further notice. The FHLB announced at ttigite that it expected its ability to pay
dividends and add to retained earnings to be sigmifly curtailed due to low shotérm interest rates, an increased cost of maimgiljuidity,
other than temporary impairment charges, and caingtl access to debt markets at attractive ratege\WHLB announced on February 22,
2012 that a dividend would be paid and capitallstepurchase would resume, capital stock repurshiasm member banks are reviewed on a
quarterly basis by the FHLB. Such dividends argltadstock repurchases may not continue in theréut As of December 31, 2011, we held
$17.9 million of FHLB capital stock.
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The fair value of our investment securities can fituate due to market conditions outside of our cait

As of December 31, 2011, the fair value of our staeent securities portfolio was approximately $808illion. We have historically taken a
conservative investment strategy, with concentnatiof securities that are backed by governmentssped enterprises. In the future, we may
seek to increase yields through more aggressiategies, which may include a greater percentagerpbrate securities and structured credit
products. Factors beyond our control can signifigainfluence the fair value of securities in owrgfolio and can cause potential adverse
changes to the fair value of these securities. dfasors include, but are not limited to, ratirgeacy actions in respect of the securities,
defaults by the issuer or with respect to the ugitey securities, and changes in market interdstsrand continued instability in the capital
markets. Any of these factors, among others, coaltse other-than-temporary impairments and reaéipeldor unrealized losses in future
periods and declines in other comprehensive incevh&h could have a material adverse effect orThs. process for determining whether
impairment of a security is other-than-temporanyally requires complex, subjective judgments albetfuture financial performance and
liquidity of the issuer and any collateral undemtyithe security in order to assess the probahifitgceiving all contractual principal and
interest payments on the security.

We may not be able to meet the cash flow requiretaari deposit withdrawals and other business needsupport earnings growth unless
we maintain sufficient liquidity.

We need adequate liquidity to fund our balance tstpeevth in order for us to be able to successfgtiyw our revenues, make loans and to
repay deposit and other liabilities as they becdmeor are demanded by customers. This liquiditylee gathered in both wholesale and non-
wholesale funding markets. Our asset growth oveptkst few years has been funded with various fofdgposits and wholesale funding,
which is defined as wholesale deposits (primardtificates of deposit) and borrowed funds (FHLBattes, Federal advances and Federal
fund line borrowings). Wholesale funding at Decentkie 2011 represented approximately 17.6% of farading compared with
approximately 6.0% at December 31, 2010. Wholeselding generally costs more than deposits geeéradm our traditional branch system
and is subject to certain practical limits suchhesFHLB’s maximum borrowing capacity and our lidjty policy limits. Additionally,
regulators might consider wholesale funding beyoerdain points to be imprudent and might suggestfiiture asset growth be reduced or
halted. In the absence of wholesale funding s@Jme might need to reduce earning asset growtlugfir the reduction of current production,
sale of assets, and/or the participating out afriand current loans or leases. Alternativelynves need to seek third party funding or other
sources of liquidity. This in turn might reducer duture net income.

Downgrades in U.S. Government and federal agenoyusigies could adversely affect Customers Bancomdahe Bank

The long-term impact of the downgrade of the U.8v&nment and federal agencies from an AAA to an-A&fedit rating is currently

unknown. However, in addition to causing econoarid financial market disruptions, the recent dowadgr and any future downgrades and/or
failures to raise the U.S. debt limit if necessarthe future, could, among other things, mateyiativersely affect the market value of the U.S.
and other government and governmental agency siesutiat we hold, the availability of those setiesias collateral for borrowing, and our
ability to access capital markets on favorable gras well as have other material adverse effecth@operation of our business and our
financial results and condition. In particularcétuld increase interest rates and disrupt paymeatesis, money markets, and long-term or short
term fixed income markets, adversely affectingabst and availability of funding, which could neigaty affect profitability. Also, the adverse
consequences as a result of the downgrade cowddex the borrowers of the loans the Bank makdsasa result, could adversely affect its
borrowers’ ability to repay their loans.

We may not be able to retain or develop a strongeadeposit base or other low-cost funding sources.

We depend on checking, savings and money markeisttegrcount balances and other forms of customgosits as our primary source of
funding for our lending activities. Our future grthwwill largely depend on our ability to retain agbw a strong, low-cost deposit base.
Because 45% of our deposit base as of Decemb@031,is time deposits, the large majority of whiedr acquired, it may prove harder to
maintain and grow our deposit base than would etiserbe the case, especially since many of themewctly pay interest at above-market
rates. During the 12 months following DecemberZl,1, $495.4 million of our time deposits are sched to mature.

We are working to transition certain of our custosn® lower cost traditional banking services afhhr cost funding sources, such as high
interest time deposits, mature. Many banks in thiédd States are struggling to maintain depositotight of the recent financial crisis, and
there may be competitive pressures to pay higlerdst rates on deposits, which could increaseifigncbsts and compress net interest
margins. Customers may not transition to lowerdjied savings and investment products, which coudenially and adversely affect us. In
addition, with recent concerns about bank failucestomers have become concerned about the egtedii¢ch their deposits are insured by the
FDIC, particularly customers that may maintain defsoin excess of insured limits. Customers mayavéiw deposits in an effort to ensure
the amount that they have on deposit with us Iy fabured and may place them in other institutionsnake investments that are perceived as
being more secure. Further, even if we are abigder and maintain our deposit base, the accountlapdsit balances can decrease when
customers perceive alternative investments, sutheastock market, as providing a better risk/retuadeoff. If customers move money out of
bank deposits, we could lose a relatively low costrce of funds, increasing our funding costs @ddicing our net interest income and net
income. Additionally, any such loss of funds corddult in lower loan originations, which could mé&é#y and adversely affect us.
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We may not be able to maintain consistent earnirmggrofitability.

We have had periods in which we experienced opgradisses, including in 2009, portions of 2010 thalfirst quarter of 2011. Although we
made a profit in the second, third and fourth ceraof 2011 and for the fiscal year ended DecembeRB11, we may not be able to remain
profitable in future periods, of, if profitable, oearnings may not remain consistent or increasledriuture. Our earnings also may be reduced
by any increased expenses associated with increaseds, such as additional employee compensagpemse, and increased interest expense
on any liabilities incurred or deposits soliciteditind increases in assets. If earnings do not gnoportionately with our assets or equity, our
overall profitability may be adversely affected.

Continued or worsening general business and econoronditions could materially and adversely affacd.

Our business and operations are sensitive to ddnesmess and economic conditions in the UnitedeSt which remain guarded. If the U.S.
economy is unable to steadily emerge from the te@mession that began in 2007 or we experienceemang economic conditions, such as a
so-called “double-dip” recession, we could be maligrand adversely affected. Weak economic coadiimay be characterized by deflation,
fluctuations in debt and equity capital markets)uding a lack of liquidity and/or depressed pricethe secondary market for mortgage loans,
increased delinquencies on loans, residential anthtercial real estate price declines and lower hsates and commercial activity. All of
these factors would be detrimental to our busin®ss.business is significantly affected by monetany related policies of the U.S. federal
government, its agencies and government-sponsotégkg. Changes in any of these policies are @fied by macroeconomic conditions and
other factors that are beyond our control and cbakke a material adverse effect on us.

Downturns in the local economies and depressed hagkmarkets could materially and adversely affeatrdinancial condition and results
of operations.

Our loan and deposit activities are largely baseSiiburban Philadelphia, Central New Jersey anth8astern New York. As a result, our
financial performance depends largely upon econ@midlitions in this region. This region has receettperienced deteriorating local
economic conditions and a continued downturn inréggonal real estate market that could harm marfcial condition and results of
operations because of the geographic concentrafitmans within this region and because a largegreage of the loans are secured by real
property. If there is further decline in real éstaalues, the collateral for our loans will proikss security. As a result, the ability to recove
on defaulted loans by selling the underlying reshi will be diminished, and we will be more likéb suffer losses on defaulted

loans. Additionally, a significant portion of olaan portfolio is invested in commercial real estimians. Often in a commercial real estate
transaction, repayment of the loan is dependemeotal income.

Economic conditions may affect the tenant’s abiitynake rental payments on a timely basis, and caage some tenants not to renew their
leases, each of which may impact the debtor’stslidi make loan payments. Further, if expensescéstsal with commercial properties

increase dramatically, the tenant’s ability to re@nd therefore the debtor’s ability to make tiylelan payments, could be adversely

affected. All of these factors could increaseah®unt of non-performing loans, increase our piowigor loan and lease losses and reduce out
net income.

Our business is highly susceptible to credit risk.

As a lender, we are exposed to the risk that ostocoiers will be unable to repay their loans acewrdo their terms and that the collateral
securing the payment of their loans (if any) maybsufficient to assure repayment. The risksnaiein making any loan include risks with
respect to the ability of borrowers to repay thedms and, if applicable, the period of time ovérich the loan is repaid, risks relating to proper
loan underwriting and guidelines, risks resultingni changes in economic and industry conditios&srinherent in dealing with individual
borrowers and risks resulting from uncertaintietoethie future value of collateral. Our credit stards, procedures and policies may not pre
us from incurring substantial credit losses, patéidy in light of market developments in recenégee Additionally, we may restructure
originated or acquired loans if we believe the baers are likely to fully repay their restructurgaligations. We may also be subject to legi
regulatory requirements for restructured loans.dtororiginated loans, if interest rates or otkeents are modified subsequent to extension of
credit or if terms of an existing loan are renewedause a borrower is experiencing financial difficand a concession is granted, we may be
required to classify such action as a troubled defttucturing (which we refer to in this Annuald®@et on Form 10-K as a “TDR”). With
respect to restructured loans, we may grant coiwest borrowers experiencing financial difficaltiin order to facilitate repayment of the
loan by (1) reduction of the stated interest ratetlie remaining life of the loan to lower than therent market rate for new loans with similar
risk or (2) extension of the maturity date. In ations where a TDR is unsuccessful and the borrisuenable to satisfy the terms of the
restructured loan, the loan would be placed on ocmial status and written down to the underlyinipteral value less estimated selling costs.
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We depend on our executive officers and key persarnn implement our strategy and could be harmedtbhg loss of their services.

We believe that the implementation of our strategliydepend in large part on the skills of our exdee management team and our ability to
motivate and retain these and other key persoAgebrdingly, the loss of service of one or moreof executive officers or key personnel
could reduce our ability to successfully implement growth strategy and materially and adverseigcafus. Leadership changes will occur
from time to time, and if significant resignatiomscur, we may not be able to recruit additionallified personnel. We believe our executive
management team possesses valuable knowledgethbdgnking industry and that their knowledge aldtionships would be very difficult
to replicate. Although our Chief Executive OfficBrresident and Chief Financial Officer have emténéo employment agreements with us, it
is possible that they may not complete the teritheif respective employment agreements or may ehnosto renew their respective
employment agreements upon expiration. Our su@sedepends on the experience of our branch mesagd lending officers and on their
relationships with the customers and communitieg $erve. The loss of these key personnel couldtivedy impact our banking operations.
The loss of key senior personnel, or the inabilityecruit and retain qualified personnel in theufa, could have a material adverse effect o

Customers Bancorp’s chairman and chief executivdioér also serves as Non-Executive Chairman of th@ding company for another
financial institution and such responsibilities cdd affect his ability to devote sufficient time twr operations.

Customers Bancorp’s Chairman and Chief Executiiee@®f Jay S. Sidhu, also serves as Non-Executhair®an of the Board of Atlantic
Coast Financial Corporation, a holding companyAfdantic Coast Bank, a federal savings bank withrighes in Florida and Georgia. Mr.
Sidhu’s duties at Atlantic Coast Financial Corpamrathave the potential to cause him to devotedésss time to our operations, thereby
potentially reducing his effectiveness in oversgelre strategic plan. A reduction in the time that Sidhu may devote to our operations could
adversely affect our ability to successfully implmour strategic plan and results of operations.

We face significant competition from other finandianstitutions and financial services providers, \idin may materially and adversely affect
us.

Consumer and commercial banking is highly compe&titOur markets contain a large number of commuanity regional banks as well as a
significant presence of the counsyargest commercial banks. We compete with ottate sind national financial institutions, includisavings
and loan associations, savings banks and credihanfor deposits and loans. In addition, we compéth financial intermediaries, such as
consumer finance companies, mortgage banking coemansurance companies, securities firms, mdtuals and several government
agencies, as well as major retailers, in providiagous types of loans and other financial servi€esne of these competitors may have a long
history of successful operations in our marketsatgr ties to local businesses and more expanaivdny relationships, as well as better
established depositor bases. Competitors may alge ¢reater resources and access to capital angposagss an advantage by being capable
of maintaining numerous banking locations in marevenient sites, operating more ATMs and conduatixignsive promotional and
advertising campaigns or operating a more develtpednet platform. Competitors may also exhibifraater tolerance for risk and behave
more aggressively with respect to pricing in ongeincrease their market share.

The financial services industry could become everencompetitive as a result of legislative, requiatand technological changes and
continued consolidation. Increased competition agrforancial services companies due to the recemadalation of certain competing
financial institutions may adversely affect ourlidpito market our products and services. Technigllgadvances have lowered barriers to €
and made it possible for banks to compete in ouketavithout a retail footprint by offering compigte rates, as well as non-banks to offer
products and services traditionally provided byksai©ur ability to compete successfully dependa ommber of factors, including, among
others:

« the ability to develop, maintain and build upond-term customer relationships based on high quatiersonal servic
effective and efficient products and services, tattical standards and safe and sound as

- the scope, relevance and competitive pricing oflpots and services offered to meet customer newtldemands;

« the ability to provide customers with maximum comesce of access to services and availability okbey representative

« the ability to attract and retain highly qualifiethployees to operate our busine

« the ability to expand our market positic

» customer access to our decision makers, and cusgatisfaction with our level of service; a

« the ability to operate our business effectively affitiently.

Failure to perform in any of these areas couldifigantly weaken our competitive position, whichubt materially and adversely affect us.
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We are affected by a variety of factors, includinganges in interest rates, which can impact thewabf financial instruments held by us.

Like other financial services institutions, we hasset and liability structures that are esseptimbbnetary in nature and are directly affected by
many factors, including domestic and internatie@@nomic and political conditions, broad trendbusiness and finance, legislation and
regulation affecting the national and internatiomasiness and financial communities, monetary &waff policies, inflation, currency values,
market conditions, the availability and terms (irdthg cost) of short-term or long-term funding aagbital, the credit capacity or perceived
creditworthiness of customers and counterpartiéstlam level and volatility of trading markets. Sdahtors can impact customers and
counterparties of a financial services institutaod may impact the value of financial instrumergisltby a financial services institution.

Our earnings and cash flows largely depend upotethe of our net interest income, which is thdetiénce between the interest income we
earn on loans, investments and other interestiagassets, and the interest we pay on interesidgeébilities, such as deposits and
borrowings. Because different types of assets iahdlities may react differently and at differemhes to market interest rate changes, changes
in interest rates can increase or decrease oumtee¢st income. When interest-bearing liabilitieature or reprice more quickly than interest-
earning assets in a period, an increase in inteaitst would reduce net interest income. Similavlyen interesearning assets mature or rep
more quickly, and because the magnitude of regyiofninterest-earning assets is often greater ith@nest-bearing liabilities, falling interest
rates would reduce net interest income.

Accordingly, changes in the level of market intérases affect our net yield on interest-earnirgpésand liabilities, loan and investment
securities portfolios and our overall results. Giesin interest rates may also have a signifigapact on any future loan origination revenues.
Historically, there has been an inverse correlatietween the demand for loans and interest ratem brigination volume and revenues
usually decline during periods of rising or higkeirest rates and increase during periods of dadiar low interest rates. Changes in interest
rates also have a significant impact on the cagrymlue of a significant percentage of the asget$y loans and investment securities, on our
balance sheet. We may incur debt in the futuretbatddebt may also be sensitive to interest ratdsaay increase in interest rates could
materially and adversely affect us. Interest rateshighly sensitive to many factors beyond outrabnincluding general economic conditions
and policies of various governmental and regulatg®ncies, particularly the Federal Reserve. Advehanges in the Federal Reserve’s
interest rate policies or other changes in mongtatigies and economic conditions could materialhygl adversely affect us.

We are dependent on our information technology ateecommunications systems and third-party servi&eand systems failures,
interruptions or breaches of security could haveraterial adverse effect on us.

Our business is highly dependent on the succeasflilininterrupted functioning of our informatiogheology and telecommunications
systems and third-party servicers. We outsourceyroéour major systems, such as data processiag,dervicing and deposit processing
systems. The failure of these systems, or the textioin of a third-party software license or senageeement on which any of these systems is
based, could interrupt our operations. Becausénbormation technology and telecommunications systénterface with and depend on third-
party systems, we could experience service deifideamand for such services exceeds capacity dr Sud-party systems fail or experience
interruptions. If significant, sustained or repeiai@ system failure or service denial could compserour ability to operate effectively, damage
our reputation, result in a loss of customer bussnand/or subject us to additional regulatoryttyland possible financial liability, any of
which could have a material adverse effect on us.

In addition, we provide our customers with the iptio bank remotely, including over the Internatiaover the telephone. The secure
transmission of confidential information over tméernet and other remote channels is a criticahetd of remote banking. Our network could
be vulnerable to unauthorized access, computeses;phishing schemes and other security breadfemmay be required to spend significant
capital and other resources to protect againghtteat of security breaches and computer viruges, alleviate problems caused by security
breaches or viruses. To the extent that our aietdvir the activities of our customers involve st@rage and transmission of confidential
information, security breaches and viruses couftbsg us to claims, regulatory scrutiny, litigataord other possible liabilities. Any inability
prevent security breaches or computer viruses calgtaicause existing customers to lose confidemoaii systems and could materially and
adversely affect us.

Additionally, financial products and services h@#aeeome increasingly technology-driven. Our abilityneet the needs of our customers
competitively, and in a cost-efficient manner, épdndent on the ability to keep pace with techriold@dvances and to invest in new
technology as it becomes available. Many of ourpetitors have greater resources to invest in tdoggdhan we do and may be better
equipped to market new technology-driven produntsservices. The ability to keep pace with techgiclal change is important, and the
failure to do so could have a material adverse @hpa our business and therefore on our financatition and results of operations.

21




We intend to engage in acquisitions of other busises from time to time. These acquisitions may pobduce revenue or earnin
enhancements or cost savings at levels or withmdframes originally anticipated and may result imforeseen integration difficulties.

On September 17, 2011, we completed the acquisifi@erkshire Bancorp, Inc. We regularly evalugb@artunities to strengthen our current
market position by acquiring and investing in baakd in other complementary businesses, or oper@agbranches, and when appropriate
opportunities arise, subject to regulatory approwal plan to engage in acquisitions of other bussiae and in opening new branches. Such
transactions could, individually or in the aggregdtave a material effect on our operating resuitsfinancial condition, including short and
long-term liquidity. Our acquisition activities doluoe material to our business. For example, wedcissue additional shares of Voting
Common Stock in a purchase transaction, which cdillde current shareholders’ value or ownershtpriest. These activities could require us
to use a substantial amount of cash, other ligssgts and/or incur debt. Our acquisition activitiesld involve a number of additional risks,
including the risks of:

« incurring time and expense associated with ideinfyand evaluating potential acquisitions and ni@gog potentie
transactions, resulting in our attention being i@ from the operation of our existing busine

« using inaccurate estimates and judgments to ewaler@dit, operations, management and market risks nespect to tt
target institution or assel

« potential exposure to unknown or contingent lidiei of banks and businesses we acq

« the time and expense required to integrate theatipas and personnel of the combined businesses;

« experiencing higher operating expenses relatiaptrating income from the new operations;

- creating an adverse short-term effect on our resdiloperations;

« losing key employees and customers as a result atquisition that is poorly received; or

« significant problems relating to the conversioritaf financial and customer data of the entity beioguired into our financi
and customer product syster

Depending on the condition of any institutions ssets that are acquired, any acquisition may aat ie the near term, materially adversely
affect our capital and earnings and, if not sudodlgdantegrated following the acquisition, may d¢ome to have such effects. We may not be
successful in overcoming these risks or any oth&olpms encountered in connection with pendingatemtial acquisitions. Our inability to
overcome these risks could have an adverse effelevels of reported net income, return on equity geturn on assets, and the ability to
achieve our business strategy and maintain magdaeyv

Our acquisitions generally will require regulatorgpprovals, and failure to obtain them would restrigur growth.

We intend to complement and expand our businegsitsuing strategic acquisitions of community bagkiranchises. Generally, any
acquisition of target financial institutions, bangsicenters or other banking assets by us will recapproval by, and cooperation from, a
number of governmental regulatory agencies, posgisluding the Federal Reserve, the OCC and theCFBs well as state banking regulat
In acting on applications, federal banking regulatmnsider, among other factors:

« the effect of the acquisition on competition;

« the financial condition, liquidity, results of opions, capital levels and future prospects of applicant and the bank
involved;

« the quantity and complexity of previously consumedadcquisitions

« the managerial resources of the applicant andah&(B) involved;

« the convenience and needs of the community, inctuthe record of performance under the CRA,;

« the effectiveness of the applicant in combating eydaundering activities; and

- the extent to which the acquisition would resultgireater or more concentrated risks to the stgbilftthe United Stat:
banking or financial syster
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Such regulators could deny our application basethembove criteria or other considerations, whiclild restrict our growth, or the regulat:
approvals may not be granted on terms that areptadale to us. For example, we could be requiresktibbanking centers as a condition to
receiving regulatory approvals, and such a comitiay not be acceptable to us or may reduce thefibef any acquisition.

The success of future acquisition transactions widkkpend on our ability to successfully identify andnsummate acquisitions of banking
franchises that meet our investment objectives. 8&se of the intense competition for acquisition appunities and the limited number ¢
potential targets, we may not be able to succe$gftbnsummate acquisitions on attractive terms,arall.

The success of future acquisition transactionsagfiend on our ability to successfully identify amshsummate transactions with target
banking franchises that meet our investment ohjestiThere are significant risks associated withaduility to identify and successfully
consummate these acquisitions. There are a limitetber of acquisition opportunities, and we expe&ncounter intense competition from
other banking organizations competing for acquisgiand also from other investment funds and estitioking to acquire financial
institutions. Many of these entities are well etlied and have extensive experience in identifgind consummating acquisitions directly or
through affiliates. Many of these competitors pgssengoing banking operations with greater findnteéahnical, human and other resources
and access to capital than we do. Our competitagsime able to achieve greater cost savings, throaghkolidating operations or otherwise,
than we could. These competitive limitations gitleens an advantage in pursuing certain acquisitionaddition, increased competition may
drive up the prices for the acquisitions we puraneé make the other acquisition terms more onerghigh would make the identification and
successful consummation of those acquisitionsdtsactive to us. Competitors may be willing to pagre for acquisitions than we believe are
justified, which could result in us having to papma for them than we prefer or to forego the oppaty. As a result, we may be unable
successfully identify and consummate acquisitiomsittractive terms, or at all, that are necessagréw our business.

We will generally establish the pricing of transais and the capital structure of banking franchisebe acquired by us on the basis of
financial projections for such banking franchidesgeneral, projected operating results will bedobgn the judgment of our management team.
Projections are estimates of future results thabased upon assumptions made at the time thptafextions are developed and the projected
results may vary significantly from actual resuldeneral economic, political and market conditioas have a material adverse impact on the
reliability of such projections. In the event tia¢ projections made in connection with our acdjoiss, or future projections with respect to
new acquisitions, are not accurate, such inaccesamuld materially and adversely affect us.

We are subject to certain risks related to FDIC-&ded acquisitions.

In evaluating potential acquisition opportunities may seek to acquire failed banks through FB$Sisted acquisitions. We recently compli
the acquisition, from the FDIC, of (1) assets @& tbrmer USA Bank, which had been headquarteré&bih Chester, New York, and (2) assets
of the former ISN Bank, which had been headquadtareherry Hill, New Jersey. While the FDIC mary,such acquisitions, provide
assistance to mitigate certain risks, such asrpamiexposure to loan losses, and providing indéoation against certain liabilities of the
failed institution, we may not be able to accuratstimate our potential exposure to loan lossdsodimer potential liabilities, or the difficulty
of integration, in acquiring such institutions.

The success of past FDIC-assisted acquisitionsaand-DIC-assisted acquisitions in which we mayipigiate in the future, will depend on a
number of factors, including our ability to:

- fully integrate, and to integrate successfully, bh@nches acquired into bank operations;

« limit the outflow of deposits held by new customarghe acquired branches and to successfullyrretad manage interest-
earning assets (loans) acquired in F-assisted acquisition

- retain existing deposits and generate new inteyasting assets in the geographic areas previoesiyed by the acquir
banks;

« effectively compete in new markets in which we did previously have a presen

« successfully deploy the cash received in the F-assisted acquisitions into assets bearing suffigidrigh yields withou
incurring unacceptable credit or interest rate;!

« control the incremental n-interest expense from the acquired branches inrmerahat enables us to maintain a favor
overall efficiency ratio

« retain and attract the appropriate personnel b thim acquired branches; and

« earn acceptable levels of interest and non-intémestne, including fee income, from the acquireanohes.
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As with any acquisition involving a financial instiion, particularly one involving the transferafarge number of bank branches (as is often
the case with FDIC-assisted acquisitions), therg beahigher than average levels of service disomgtthat would cause inconveniences or
potentially increase the effectiveness of compefiimgncial institutions in attracting our custometategrating the acquired branches could
present unique challenges and opportunities beasube nature of the transactions. Integratidares will also likely divert our

management’s attention and resources. It is noivknshether we will be able to integrate acquire@inohes successfully, and the integration
process could result in the loss of key employtesdisruption of ongoing business or inconsis&nai standards, controls, procedures and
policies that adversely affect our ability to maintrelationships with clients, customers, deposiemd employees or to achieve the anticipated
benefits of the FDIC-assisted acquisitions. We @lag encounter unexpected difficulties or costsmduintegration that could materially and
adversely affect our earnings and financial coonditi Additionally, we may be unable to compete @ffesly in the market areas previously
served by the acquired branches or to manage amtlyresulting from FDIC-assisted acquisitions efffieely.

Our willingness and ability to grow acquired braestiollowing FDIC-assisted acquisitions dependeregal factors, most importantly the
ability to retain certain key personnel that weetor transfer in connection with FDIC-assisted &itjans. Our failure to retain these
employees could adversely affect the success ofFd3kisted acquisitions and our future growth.

Our ability to continue to receive benefits of oubss Sharing Agreements with the FDIC is conditiashe@pon compliance with certain
requirements under the Purchase and Assumption Agreents.

Pursuant to the Purchase and Assumption Agreemangsgned in connection with our FDIC-assisted &itions of USA Bank and ISN Bank
(“Purchase and Assumption Agreements”), we ardoémeficiary of Loss Sharing Agreements that reqtieeFDIC to fund a portion of the
losses on a majority of the assets acquired inection with the transactions. Our ability to recoaeortion of losses and retain the loss
sharing protection is subject to compliance withaia requirements imposed on us in the Purchadedaaumption Agreements. The
requirements of the Loss Sharing Agreements relatearily to loan servicing standards concerning dssets covered by the Loss Sharing
Agreements (the “Covered Assets”), as well as abigithe consents of the FDIC to engage in cegaiporate transactions that may be
deemed under the agreements to constitute a trasfdfee loss sharing benefits. For example, FDp@Graval will be required for any merger
we undertake that would result in the pre-mergaredtolders of such entity owning less than 66.66%eequity of the surviving entity.

As the loan servicing standards evolve, we may iepee difficulties in complying with the requirents of the Loss Sharing Agreements,
which could result in Covered Assets losing somalloof their loss sharing coverage. In accordamitke the terms of the Loss Sharing
Agreements, we are subject to audits by the FDIGuUh its designated agent. The required termeof.bss Sharing Agreements are
extensive and failure to comply with any of thedglines could result in a specific asset or grougssets losing their loss sharing coverage.

In such instances in which the consent of the FiBI@quired under the Purchase and Assumption Aggats, the FDIC may withhold its
consent to such transactions or may conditiondtsent on terms that we do not find acceptablechviriay cause us not to engage in a
corporate transaction that might otherwise bemséfitreholders or to pursue such a transaction withiataining the FDIC’s consent, which
could result in termination of the Loss Sharing @égments with the FDIC.

FDIC-assisted acquisition opportunities may not lmeae available and increased competition may makadtre difficult for us to bid on
failed bank transactions on terms considered todmeptable

Our nearterm business strategy includes consideration tangial acquisitions of failing banks that the FOpfans to place in receivership. 1
FDIC may not place banks that meet our strategjeatives into receivership. Failed bank transactiare attractive opportunities in part
because of loss sharing arrangements with the FRdCimit the acquirer's downside risk on the pased loan portfolio and, apart from our
assumption of deposit liabilities, we have sigrifitdiscretion as to the non-deposit liabilitiesttive assume. In addition, assets purchased
from the FDIC are marked to their fair value andnany cases there is little or no addition to goitidawising from an FDIC-assisted
acquisition. The bidding process for failing baksild become very competitive, and the increasetpbetition may make it more difficult for
us to bid on terms we consider to be acceptabléh&y all FDIC-assisted acquisitions would requiseto obtain applicable regulatory
approval.

If we do not open new branches as planned or do achieve profitability on new branches, earnings ynbe reduced

We plan to open approximately four to six new breegceach year over the next few years in and arounthrget markets of southeastern
Pennsylvania, New Jersey, New York, Maryland, Catioet and Delaware. These plans may change. Tériog of new branches is subject
to regulatory approvals. We cannot predict whetherbanking regulators will agree with our growtans or if or when they will provide the
necessary branch approvals. Numerous factors baterto the performance of a new branch, sucheaalitity to select a suitable location,
competition, our ability to hire and retain qualdipersonnel, and the effectiveness of our maratirategy. It takes time for a new branch to
generate significant deposits and loan volume fieepExpenses, some of which, like salaries andpartcy expense, are relatively fixed costs.
The initial cost, including capital asset purchaseseach new branch to open would be in a rarfiggproximately $200,000 to $250,000.
These new branches may not become profitable. Btiia period of time before a branch can becom#itabte, operating a branch will
negatively impact net income.
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To the extent that we are unable to increase lo@msough organic loan growth, we may be unable tocsessfully implement our growth
strategy, which could materially and adversely affeis.

In addition to growing our business through strat@gquisitions, we also intend to grow our bussntbsough organic loan growth. While loan
growth has been strong and our loan balances haveased from December 31, 2010 to December 31, 20dch of this growth has come
from our warehouse lending business and loansatedtave acquired. This warehouse lending busieests to be volatile and we have seen
strong growth due to the low interest rate envirental and strong refinancing activity. If the Baskinsuccessful with diversifying its loan
originations, our results of operations and finahcondition could be negatively impacted.

We may not be able to effectively manage our growth

Our future operating results depend to a largengxde our ability to successfully manage our ragriowth. Our rapid growth has placed, and it
may continue to place, significant demands on @erations and management. Whether through additimoisitions or organic growth, our
current plan to expand our business is dependeamt apr ability to:

- continue to implement and improve our operatiomagdit, financial, management and other interngk rtontrols an
processes and our reporting systems and proceiuoeder to manage a growing number of client refeghips;

« scale our technology platforr

- integrate our acquisitions and develop consistelitips throughout the various businesses; and

« attract and retain management talent.

We may not successfully implement improvementstantegrate, our management information and césyrstems, procedures and processes
in an efficient or timely manner and may discovefidencies in existing systems and controls. Irtipalar, our controls and procedures must
be able to accommodate an increase in loan volanaarious markets and the infrastructure that cowitsnew banking centers and banks.
Thus, our growth strategy may divert managemem foorr existing franchises and may require us tarirelditional expenditures to expand
our administrative and operational infrastructund,af we are unable to effectively manage and goowbanking franchise, we could be
materially and adversely affected. In additionwd are unable to manage future expansion in ouratipes, we may experience compliance
and operational problems, have to slow the paggafith, or have to incur additional expendituregdral current projections to support such
growth, any one of which could materially and adedy affect us.

We may face risks related to minority investments.

From time to time, we may make or consider makimgomity investments in other financial institutionstechnology companies in the
financial services business. If we do so, we maybeable to influence the activities of compammehich we invest, and may suffer losses
due to these activities. Investments in foreign panies could pose additional risks as a resultstdce, language barriers and potential lack
of information (for example, foreign institutioriacluding foreign financial institutions, may nag bbligated to provide as much information
regarding their operations as those in the UnitadeS).

Some institutions we may acquire may have distreésagsets and we may not be able to realize theevahedicted from these assets or h:
sufficient provision for future losses, or accurdteestimate the future writ-downs taken in respect of, these assets.

The decline in real estate values in many markatssa the United States and weakened general edoconditions may result in increases in
delinquencies and losses in the loan portfolios@hdr assets of financial institutions that welaegin amounts that exceed initial forecasts
developed during the due diligence investigatidorgo acquiring those institutions. In additiossat values may be impaired in the future due
to factors that cannot currently be predicted,udiig significant deterioration in economic cormtits and further declines in collateral values
and credit quality indicators. Any of these everdsld adversely affect the financial conditionpliidjty, capital position and value of
institutions acquired and of our business as a &lalrther, as a registered bank holding compémye iacquire bank subsidiaries, they may
become subject to cross-guaranty liability undealiapble banking law. If we do so and any of theefming adverse events occur with respect
to one subsidiary, they may adversely affect osiidasidiaries. Current economic conditions havategean uncertain environment with res;

to asset valuations and we may not be able tasséts of target institutions, even if it is deteed to be in our best interests to do so. The
institutions we will target may have substantialoamts of asset classes for which there is currdintiged or no marketability.
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As a result of an investment or acquisition trandem, we may be required to take wr-downs or write-offs, restructuring and impairment
or other charges that could have a significant nay& effect on our financial condition and resulisf operations.

We conduct due diligence investigations of targstifutions we intend to acquire. Intensive du@sditce is time consuming and expensive due
to the operations, accounting, finance and legafiessionals who must be involved in the due dil@geprocess. Even if extensive due diligence
is conducted on a target institution with which mvay be combined, this diligence may not reveataterial issues that may affect a particular
target institution, and factors outside our contnothe control of the target institution may lagégise. If, during the diligence process, we fail t
identify issues specific to a target institutiontiee environment in which the target institutiorecgtes, we may be forced to later write down or
write off assets, restructure operations or inoysairment or other charges that could result irépgy losses. These charges may also occur if
we are not successful in integrating and manadiagperations of the target institution with whigd combine. In addition, charges of this
nature may cause us to violate net worth or otbeewants to which we may be subject as a resassiming preexisting debt held by a target
institution or by virtue of obtaining debt finangin

Resources could be expended in considering or eaihg potential investment or acquisition transactis that are not consummated, whi
could materially and adversely affect subsequerteatpts to locate and acquire or merge with anotlesiness.

We anticipate that the investigation of each spetdrget institution and the negotiation, draftangd execution of relevant agreements,
disclosure documents and other instruments williregsubstantial management time and attentiorsabdtantial costs for accountants,
attorneys and others. If a decision is made nobtoplete a specific investment or acquisition teation, the costs incurred up to that point for
the proposed transaction likely would not be recabke. Furthermore, even if an agreement is reagtlating to a specific target institution,

we may fail to consummate the investment or actipiistransaction for any number of reasons, inelgdhose beyond our control. Any such
event will result in a loss of the related costauimed, which could materially and adversely affadbsequent attempts to locate and acquire or
merge with another institution.

Risks Relating to the Regulation of Our Industry
The enactment of the Dodd-Frank Act may have a makeadverse effect on our business.
The key effects of the Dodd-Frank Act on our businare:

» changes to regulatory capital requireme

« exclusion of hybrid securities, including trust femeed securities, issued on or after May 19, 20da6 Tier 1 capital

« creation of new government regulatory agencieshsag the Financial Stability Oversight Council, @hiwill overse
systemic risk, and the Consumer Financial ProtacBareau, which will develop and enforce rules lbank and norpank
providers of consumer financial product

« potential limitations on federal preemptic

« changes to deposit insurance assessments;

« regulation of debit interchange fees we earn;

« changes in retail banking regulations, includingeptial limitations on certain fees we may cha®]

« changes in regulation of consumer mortgage loagir@iion and risk retention.

In addition, the Dodd-Frank Act restricts the apitf banks to engage in certain proprietary trgdinto sponsor or invest in private equity or
hedge funds. The Dodd-Frank Act also contains giors designed to limit the ability of insured dsipary institutions, their holding
companies and their affiliates to conduct certainfss and derivatives activities and to take cenaiimcipal positions in financial instruments.

Some provisions of the Dodd-Frank Act became dffeétnmediately upon its enactment. Many provisjdrewvever, will require regulations
to be promulgated by various federal agenciesderoto be implemented, some of which have beengsexp by the applicable federal agen:
The provisions of the Dodd-Frank Act may have wmidled effects, which will not be clear until impkemtation. The changes resulting from
the Dodd-Frank Act could limit our business aciest require changes to certain of our businesstipes, impose upon us more stringent
capital, liquidity and leverage requirements orepttise materially and adversely affect us. Thessmghs may also require us to invest
significant management attention and resourcesatuate and make any changes necessary to comgblyneiv statutory and regulatory
requirements. Failure to comply with the new reguients could also materially and adversely affecFor a more detailed description of the
Dodd-Frank Act, see “Business—Supervision and Ragui—Federal Banking Laws—Dodd-Frank Wall StreefdRm and Consumer
Protection Act” above.

We operate in a highly regulated environment ancettaws and regulations that govern our operatiogrporate governance, executive
compensation and accounting principles, or changaghem, or our failure to comply with them, coulshaterially and adversely affect us.

We are subject to extensive regulation, supervijsiod legislation that govern almost all aspectsusfoperations. Intended to protect
customers, depositors and the Deposit Insurancd Eha “DIF”), these laws and regulations, amortgeoimatters, prescribe minimum capital
requirements, impose limitations on the businesigities in which we can engage, limit the dividenat distributions that we can pay, restrict
the ability of institutions to guarantee our debitd impose certain specific accounting requirementss that may be more restrictive and may
result in greater or earlier charges to earninggaductions in our capital than under accountiriggipals generally accepted in the United
States ("GAAP"). Compliance with laws and regulasi@an be difficult and costly, and changes to lamd regulations often impose additional
compliance costs. Our failure to comply with thisgs and regulations, even if the failure followgaod faith effort or reflects a difference



interpretation, could subject us to restrictionsoon business activities, fines and other penaléiag of which could materially and adversely
affect us. Further, any new laws, rules and reguiatcould make compliance more difficult or expeasnd also materially and adversely
affect us.
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The FDIC's restoration plan and the related incread assessment rate could materially and adverséicaus.

The FDIC insures deposits at FDIC-insured depogitwstitutions up to applicable limits. The amowofita particular institution’s deposit
insurance assessment is based on that institutisi’ €lassification under an FDIC risk-based assesnt system. An institution’s risk
classification is assigned based on its capitaleand the level of supervisory concern the imstih poses to its regulators. Market
developments have significantly depleted the DIEhefFDIC and reduced the ratio of reserves toretsdeposits. As a result of recent
economic conditions and the enactment of the DadaEAct, the FDIC has increased the deposit ime@assessment rates and thus raised
deposit insurance premiums for many insured depysibstitutions. If these increases are insufficior the DIF to meet its funding
requirements, there may need to be further spasg@ssments or increases in deposit insuranceymsniWe are generally unable to control
the amount of premiums that we are required tofpafDIC insurance. If there are additional banKiancial institution failures, we may be
required to pay even higher FDIC premiums tharréioently increased levels. Any future additionaessments, increases or required
prepayments in FDIC insurance premiums may matg@ald adversely affect us, including by reducing profitability or limiting our ability
to pursue certain business opportunities.

Federal banking agencies periodically conduct examaiions of our business, including compliance witiaws and regulations, and our
failure to comply with any supervisory actions tdieh we become subject as a result of such exanmiora could materially and adverse
affect us.

Federal banking agencies periodically conduct eratigns of our business, including our compliand vaws and regulations. If, as a result
of an examination, a federal banking agency wegetermine that the financial condition, capitaaerces, asset quality, earnings prospects,
management, liquidity or other aspects of any afaperations had become unsatisfactory, or thaCtirapany or its management was in
violation of any law or regulation, it may take anmber of different remedial actions as it deemgempate. These actions include the power to
enjoin “unsafe or unsound” practices, to requiferahtive actions to correct any conditions resigtfrom any violation or practice, to issue an
administrative order that can be judicially enfatct® direct an increase in our capital, to restrir growth, to assess civil monetary penalties
against our officers or directors, to remove officand directors and, if it is concluded that scehditions cannot be corrected or there is an
imminent risk of loss to depositors, to terminate deposit insurance. If we become subject to seghlatory actions, we could be materially
and adversely affected.

The Federal Reserve may require us to commit capiésources to support our subsidiary banks.

As a matter of policy, the Federal Reserve, whidmgines us and our subsidiaries, expects a bauknigotompany to act as a source of
financial and managerial strength to a subsidiankband to commit resources to support such swagibank. Under the “source of strength”
doctrine, the Federal Reserve may require a baldirfgpcompany to make capital injections into aubled subsidiary bank and may charge
bank holding company with engaging in unsafe arebund practices for failure to commit resourcesuch a subsidiary bank. In addition, the
Dodd-Frank Act directs the federal bank regulatonequire that all companies that directly or fedily control an insured depository
institution serve as a source of strength for tistitution. Under this requirement, we could beuiegf to provide financial assistance to
Customers Bank or any other subsidiary banks we aaayin the future should they experience finandiatress. A capital injection may be
required at times when we do not have the resodocpsovide it and therefore we may be requireddoow the funds or raise additional eq
capital from third parties. Any financing that mbst done by the holding company in order to makedguired capital injection may be
difficult and expensive and may not be availableatiractive terms, or at all, which likely wouldyeaa material adverse effect on us.

The short-term and long-term impact of the new rdgtory capital standards and the forthcoming newpital rules on U.S. banks is
uncertain.

On September 12, 2010, the Group of Governors aradisiof Supervision, the oversight body of the B&senmittee, announced an
agreement to a strengthened set of capital reqemesor internationally active banking organization the United States and around the
world, known as “Basel Ill”. Basel Il increasdgetrequirements for minimum common equity, minimtier 1 capital, and minimum total
capital, to be phased in over time until fully pbei$n by January 1, 2019.

Various provisions of the Dodd-Frank Act incredse ¢apital requirements of bank holding comparsesh as Customers Bancorp, and non-
bank financial companies that are supervised byrdueral Reserve. The leverage and risk-basedatagiibs of these entities may not be
lower than the leverage and risk-based capitadsdtir insured depository institutions. In partanilbank holding companies, many of which
have long relied on trust preferred securities esmaponent of their regulatory capital, will no g@r be permitted to count trust preferred
securities toward their Tier 1 capital. While thasBl 11l changes and other regulatory capital nesoénts will likely result in generally higher
regulatory capital standards, it is not known & thme how any new standards will ultimately belégx to us and our bank subsidiary.
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We face a risk of noncompliance and enforcementiantwith the Bank Secrecy Act and other anti-monkyndering statutes and
regulations.

The federal Bank Secrecy Act, the Uniting and Sjteening America by Providing Appropriate Tools Riegd to Intercept and Obstruct
Terrorism Act of 2001 (the “PATRIOT Act”) and othkxws and regulations require financial instituspamong other duties, to institute and
maintain an effective anti-money laundering progeamd file suspicious activity and currency trangacteports as appropriate. The federal
Financial Crimes Enforcement Network, establishgthie U.S. Treasury Department to administer thekB3ecrecy Act, is authorized to
impose significant civil money penalties for vidtats of those requirements, and has recently emiageoordinated enforcement efforts with
the individual federal banking regulators, as waslthe U.S. Department of Justice, Drug EnforcerAdntinistration, and Internal Revenue
Service. There is also increased scrutiny of coamgke with the rules enforced by the Office of FgmeAssets Control (the “OFAC”). If our
policies, procedures and systems are deemed defmighe policies, procedures and systems ofitfan€ial institutions that we have already
acquired or may acquire in the future are defigiert would be subject to liability, including finesd regulatory actions (such as restrictior
our ability to pay dividends and the necessitylitam regulatory approvals to proceed with cergagpects of our business plan, including our
acquisition plans), which could materially and agedy affect us. Failure to maintain and implemeg¢quate programs to combat money
laundering and terrorist financing could also hagdous reputational consequences for us.

Risks Relating to Our Voting Common Stock

There is currently no public market for our Votin@ommon Stock and an active, liquid market for ouno¥ihg Common Stock may not
develop.

There is no established public market for our V@ Bommon Stock and an active, liquid trading maf@ebur Voting Common Stock may r
develop. Accordingly, shareholders may not be &bkl their shares of our Voting Common Stockhatvolume, prices and times
desired. We cannot predict the extent to whiclester interest will lead to an active trading maikeour Voting Common Stock or how liqu
that market might become. A public trading markatihg the desired characteristics of depth, ligyidnd orderliness depends upon the
presence in the marketplace of willing buyers altéss of our Voting Common Stock at any given timvaich presence will be dependent
upon the individual decisions of investors, oveiiahlwe have no control. The lack of an establismedket could have a material adverse
effect on the value of our Voting Common Stock.

Even if an established trading market developsntheket price of our Voting Common Stock may benhhjigrolatile, which may make it
difficult for shareholders to sell their sharesoaf Voting Common Stock at the volume, prices ame#$ desired. There are many factors that
may impact the market price of our Voting Commoaocgt including, without limitation:

« general market conditions, including price leveid &olume;

« national, regional and local economic or businesglitions;

- the effects of, and changes in, trade, monetanyfiaodl policies, including the interest rate pmiof the Federal Reserve;

« our actual or projected financial condition, ligityd results of operations, cash flows and capéetls;

« publication of research reports about us, our caitgpe or the financial services industry generatliychanges in, or failure
meet, securities analystsstimates of our financial and operating perforneac lack of research reports by industry ana
or ceasing of coverag

- market valuations, as well as the financial andafieg performance and prospects, of similar corgs

« future issuances or sales, or anticipated salesuoftommon stock or other securities convertibt® ior exchangeable
exercisable for our common stoc

- additions or departures of key personnel,

« the availability, terms and deployment of capital;

- the impact of changes in financial services lawd segulations (including laws concerning taxes,Kiay securities ar
insurance)

« unanticipated regulatory or judicial proceedingg] eelated liabilities and costs;

- the timely implementation of services and prodibgtsis and the acceptance of such services and gsobly customers;

« our ability to continue to grow our business intdiynand through acquisitions and successful irgteégn of new or acquire
financial institutions, banking centers or othenkiag assets while controlling cos

« compliance with laws and regulatory requirememisluding those of federal, state and local agencies

« our failure to comply with the Sarbanes-Oxley AE2602;
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« changes in accounting principles, policies and gjinés;

- actual, potential or perceived accounting probleffecting us;

« rapidly changing technology;

- other economic, competitive, governmental, regujasnd technological factors affecting our openagiopricing, produc
and services; an

« other news, announcements or disclosures (whethaiskor others) related to us, our competitors, aare markets or tl
financial services industr

The stock markets in general have experienced auet fluctuations and volatility that has ofteeelm unrelated to the operating performance
and prospects of particular companies. These brealet movements may materially and adversely affecmarket price of our Voting
Common Stock.

We do not expect to pay dividends on our Voting @oom Stock in the foreseeable future, and our ahjlib pay dividends is subject to
regulatory limitations.

We have not historically declared or paid dividendsour Voting Common Stock and we do not expedatso in the near future. Any future
determination relating to dividend policy will beante at the discretion of our board of directors a&ilddepend on a number of factors,
including earnings and financial condition, liquidand capital requirements, the general econondcragulatory climate, ability to service ¢
equity or debt obligations senior to the Voting Gonan Stock, and other factors deemed relevant bidlaed of directors.

In addition, as a bank holding company, we areestttip general regulatory restrictions on the paymoécash dividends. Federal bank
regulatory agencies have the authority to protiiaitk holding companies from engaging in unsafensound practices in conducting their
business, which depending on the financial condiiod liquidity of the holding company at the timeuld include the payment of dividends.
Further, various federal and state statutory prorgslimit the amount of dividends that our banksidiary can pay to us as its holding
company without regulatory approval. See Iltem 5afkét for Registrant’s Common Equity, Related Shalder Matters and Issuer Purchases
of Equity Securities - Dividends on Voting Commaiodk” below for further detail regarding restriat®on our ability to pay dividends.

We may issue additional shares of our common stotkhe future, which could adversely affect the & or voting power of the Voting
Common Stock.

Actual or anticipated issuances or sales of subatamounts of our common stock in the future dozduse the value of our Voting Common
Stock to decline significantly and make it mordidiflt for us to sell equity or equity-related seties in the future at a time and on terms that
we deem appropriate. The issuance of any shamsrafommon stock in the future also would, andtgepelated securities could, dilute the
percentage ownership interest held by sharehopt@sto such issuance. Actual issuances of oumgo€ommon Stock could also
significantly dilute the voting power of our Votingommon Stock.

We have also made grants of restricted stock anidsstock options with respect to shares of VoGegimon Stock and Class B Non-Voting
Common Stock. We may also issue further equisedawards in the future. As such shares aredsguen vesting and as such options may
be exercised and the underlying shares are or leeémmly tradeable, the value or voting power af'dating Common Stock may be advers
affected and our ability to sell more equity or itgruelated securities could also be adverselychdfe.

Future issuances of debt and equity securities, ethivould dilute the holdings of our existing holdeof Voting Common and may be sen
to our Voting Common Stock for the purposes of magidistributions, periodically or upon liquidationmay negatively affect the market
price of our Voting Common Stocl

In the future, we may issue debt or equity se@sitir incur other borrowings. If we incur debthie future, our future interest costs could
increase, and adversely affect our liquidity, clielvs and results of operations. Additional comnstock issuances, directly or through
convertible or exchangeable securities, warrantgptions, will generally dilute the holdings of cexisting holders of Voting Common Stock
and such issuances or the perception of such issaanay reduce the market price of our Voting Com®mck. Our preferred stock, if issu
would likely have a preference on distribution payts, periodically or upon liquidation, which cowliiminate or otherwise limit our ability to
make distributions to holders of our Voting Comn&tock. Because our decision to issue debt or egaityrities or incur other borrowings in
the future will depend on market conditions anceoffactors beyond our control, the amount, timimature or success of our future capital
raising efforts is uncertain. Thus, holders of Yoting Common Stock bear the risk that our futwsuances of debt or equity securities or our
incurrence of other borrowings will negatively afff¢he value of our Voting Common Stock.

Our directors and executive officers can influentiee outcome of shareholder votes and, in some caskareholders may have no
opportunity to evaluate and affect the decision eeding a potential investment or acquisition transtéon.

As of February 29, 2012, the directors and exeeutificers of Customers Bancorp as a group ownetbaof 666,600 shares of Voting
Common Stock, 20,833 shares of Class B Non-Votiom@on Stock, and exercisable options or warranpgitohase up to an additional
286,584 shares of Voting Common Stock, which paaéintgives them, as a group, the ability to coh&rpproximately 10.86 of the issued
and outstanding Voting Common Stock. In additidingctors of Customers Bank who are not directéSustomers Bancorp own an
additional 885,292 shares of Voting Common Stodhictv if combined with the directors and officersGiistomers Bancorp, potentially gives
them, as a group, the ability to control approxiehaP1.23% of the issued and outstanding Voting @om Stock. We believe ownership



stock causes directors and officers to have thesaterests as shareholders, but it also gives therability to vote as shareholders for mat
that are in their personal interest, which may cr&m@ry to the wishes of other shareholders. S$iwdders will not necessarily be provided with
an opportunity to evaluate the specific meritsisks of one or more target institutions. In thasgtances, decisions regarding a potential
investment or acquisition transaction will be magieour board of directors. Except in limited circstamnces as required by applicable law,
consummation of an acquisition will not require #pproval of holders of Voting Common Stock. Acdogly, a shareholder may not have an
opportunity to evaluate and affect the decisiorarding potential investment or acquisition tranisenst.
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Provisions in our articles of incorporation and bglvs may inhibit a takeover of us, which could discage transactions that woul
otherwise be in the best interests of our sharetmiland could entrench management.

Provisions of our articles of incorporation andaws, and applicable provisions of Pennsylvaniadad the federal Change in Bank Control
Act may delay, inhibit or prevent someone from gajrcontrol of our business through a tender offeisiness combination, proxy contest or
some other method even though some of our sharetsahlight believe a change in control is desirabiteey might also increase the costs of
completing a transaction in which we acquire anofim@ncial services business, merge with anotimamntial institution, or sell our business to
another financial institution. These increasedsostld reduce the value of the shares held bygloareholders upon completion of these types
of transactions.

Shareholders may be deemed to be acting in conoedtherwise in control of us and our bank subsidies, which could impose pric
approval requirements and result in adverse regalat consequences for such holders.

We are a bank holding company regulated by the iaéBeserve. Any entity (including a “groupdmposed of natural persons) owning 25¢
more of a class of our outstanding shares of vattogk, or a lesser percentage if such holder augptherwise exercises a “controlling
influence” over us, may be subject to regulatioa &sank holding company” in accordance with theaB&lolding Company Act of 1956, as
amended (the “BHCA"). In addition, (1) any bankdtiag company or foreign bank with a U.S. presesaequired to obtain the approval of
the Federal Reserve under the BHCA to acquiretaimr®% or more of a class of our outstanding shafevoting stock, and (2) any person
other than a bank holding company may be requoaibtain prior regulatory approval under the Chainggank Control Act to acquire or
retain 10% or more of our outstanding shares dhgagtock. Any shareholder that is deemed to “ahthe Company for bank regulatory
purposes would become subject to prior approvalirements and ongoing regulation and supervisiogh& holder may be required to divest
amounts equal to or exceeding 5% of the votingeshaf investments that may be deemed incompatiitkebank holding company status, s
as an investment in a company engaged in non-fiabactivities. Regulatory determination of “cortrof a depository institution or holding
company is based on all of the relevant facts amdimstances. Potential investors are advised ngudowith their legal counsel regarding the
applicable regulations and requirements.

Our common stock owned by holders determined bgrk lbegulatory agency to be acting in concert wiandcggregated for purposes of
determining whether those holders have controllwdirzk or bank holding company. Each shareholdezinibg control that is a “company”
would be required to register as a bank holdingpmamy. “Acting in concert” generally means knowirgtiipation in a joint activity or
parallel action towards the common goal of acqgidgontrol of a bank or a parent company, whetherodipursuant to an express agreement.
The manner in which this definition is applied imdividual circumstances can vary and cannot alvis@ygredicted with certainty. Many factors
can lead to a finding of acting in concert, inchglivhere: (i) the shareholders are commonly cdetladr managed,; (ii) the shareholders are
parties to an oral or written agreement or undadstey regarding the acquisition, voting or trangfecontrol of voting securities of a bank or
bank holding company; (iii) the shareholders eash stock in a bank and are also management officiaintrolling shareholders, partners or
trustees of another company; or (iv) both a shddeln@and a controlling shareholder, partner, tristemanagement official of such sharehc
own equity in the bank or bank holding company.

The FDIC's recent policy statement imposing restians and criteria on private investors in failedabk acquisitions may apply to us and
certain of our investors, including a prohibitionrosales or transfers of our securities by such ist@s until three years from such investar’
acquisition of shares of common stock without FDipproval.

On August 26, 2009, the FDIC issued a policy stat@nmposing restrictions and criteria on certastitutions and private investors in failed
bank acquisitions. The policy statement is broascimpe and both complex and potentially ambiguouts iapplication. In most cases it would
apply to an investor with more than 5% of the tetating power of an acquired depository institutarits holding company, but in certain
circumstances it could apply to investors holdiegyér voting shares. The policy statement will beliad to us if we make additional failed
bank acquisitions from the FDIC or if the FDIC chas its interpretation of the policy statement@tedmines at some future date that it should
be applied because of our circumstances.

In the event the policy statement applies to ugstors subject to the policy statement could lodipited from selling or transferring their
interests for three years. They also would be redub provide the FDIC with information about theestor and all entities in the investor’'s
ownership chain, including information on the sidehe capital fund or funds, its diversificatiots, return profile, its marketing documents,
and its management team and business model. Imgestming 80% or more of two or more banks or sgwiassociations would be required to
pledge their proportionate interests in each inttih to cross-guarantee the FDIC against lossHset®IF.
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Under the policy statement, the FDIC also coulchfioib investment through ownership structures imiray multiple investment vehicles that
are owned or controlled by the same parent comgdamgstors that directly or indirectly hold 10%ropre of the equity of a bank or savings
association in receivership also would not be kl@to bid to become investors in the deposit litdss of that failed institution. In addition, an
investor using ownership structures with entitlest tare domiciled in bank secrecy jurisdictions ldmot be eligible to own a direct or indirect
interest in an insured depository institution ualéee investor’'s parent company is subject to cefmgmsive consolidated supervision as
recognized by the Federal Reserve and the investers into certain agreements with the U.S. bagklators regarding access to information,
maintenance of records and compliance with U.Skibgrlaws and regulations. If the policy statemamplies, we (including any failed bank
we acquire) could be required to maintain a ratidier 1 common equity to total assets of at |48t for a period of 3 years, and thereafter
maintain a capital level sufficient to be well dafized under regulatory standards during the raimgiperiod of ownership of the investors.
Our bank subsidiary also may be prohibited froneeging any new credit to investors that own attl&@%o of our equity.

31




Iltem 1B. Unresolved Staff Comments
Not Applicable
ltem 2. Properties

The table below summarizes our leases of branctoHiicg properties, by county, as of December 31,12 We do not currently own any real
property.

County State Number

Bank Branches
Berks (2) PA 4
Bucks PA 3
Chestel (2 PA 4
Delaware PA 1
Mercer NJ 1
Westcheste NY 1
14

Administrative Office Locations

Berks (©)) PA 4
Chestel (2) PA 2
Mercer (4) NJ 1
Westcheste (5) NY 1

8

(1) Includes the full service branch at 1001 PAmenue, Wyomissing, PA as well as three branchgsieed through the Berkshire Bancorp,
Inc. acquisition.

(2) Includes the corporate headquarters of Custemank and a full service branch located in a tezeting building at 99 Bridge Street,
Phoenixville, PA 19460, wherein we lease approxatyal5,298 square feet on 2 floors. The leaséimndcation expires in 2022. Also
includes the lease of 5,500 square feet of prorbl3 Kimberton Road in Phoenixville, Pennsylaanhere we maintain a full service
commercial bank branch and corporate offices. €hséd on this location expires in 2013.

(3) Includes the corporate headquarters of Custemancorp, which is located at 1015 Penn AvenuegMiysing, PA. The leased space
covers a total of 8,000 square feet. This leapexin 2015. Also, includes the administratifiéces for the corporate lending group whict
housed within the Exeter branch location and tweepadministrative offices for Company personrighe leases on these locations expire in
2013 and 2014.

(4) We lease 5,059 square feet of space in Hamiltew Jersey from which we conduct our mortgageeh@use and retail lending activities.
The lease on this location expires in 2015.

(5) Represents the former Port Chester branchitocavhich is currently being utilized as spaceddministrative offices.

The bank branch locations, which range in size femproximately 2,300 to 3,300 square feet haveekeas these locations which expire
between 2013 and 2021.

The total minimum cash lease payments for our atitseanches, administrative offices and mortgageeta@use lending locations amount to
approximately $157,000 per month.
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Iltem 3. Legal Proceedings

Although from time to time we are involved in var®legal proceedings in the normal course of bssingther than as described below, there
are no material legal proceedings to which we grarty or to which our property is subject.

On November 15, 2010, Customers Bank filed suitresg®pen Solutions, Inc. (“OSI”) in the United &= District Court for the Eastern
District of Pennsylvania, seeking damages for failio assist in the conversion of system and custanformation associated with the former
USA Bank and requesting injunctive relief to com@&| to assist with the deconversion of the fortd®A Bank’s systems. OSl filed
counterclaims against Customers Bank on Novembe2@H, asserting claims for breach of contracttzedch of settlement agreement. In
support of its breach of contract claim, OSI alt:¢jeat Customers Bank “assumed” the former-USA Bagreements and is bound by those
agreements. OSI claimed that it has sustained desriagexcess of $1 million. Customers Bank disptted it has any liability to OSI. Prior to
trial, OSI dismissed with prejudice its settlemagteement claim. Trial was held on February 24,1200n March 7, 2011, the Court ruled
against Customers Bank and in favor of OSI as falgudgment was entered against Customers Bai@®Sits claim that the agreements
between OSI and USA Bank were assumed by CustdBaans and judgment was entered against Customers &aits claims against OSI;
judgment was entered for OSI on its breach of eattrlaim under one agreement, in the amount o4 00; the Court found there was
breach of the second agreement by Customers Bahkaproof of damages. OSI has filed a motiorpyment of legal fees and costs
associated with the litigation, which are estimdtetie around $205,000. Customers Bank has filed#on with the Court to vacate the
judgment and to enter judgment in favor of Custaniank on OS's counterclaim. In addition, the FDIC has filedhation to intervene in the
litigation, and has also sought dismissal of O8¢ianterclaims on jurisdictional grounds. On Map@811, the Court granted the FDIC's
motion to intervene, and directed that OSI resporttie motion to dismiss the counterclaim. On Astd) 2011, the Court granted the FDIC’s
motion to dismiss and vacated the judgment entegaihst Customers Bank. The Court denied the Bgmdst-trial motion as moot because of
the Court’s vacatur of the judgment. On Septenzb@011, OSI filed a notice of appeal to the Uthiftates Court of Appeals for the Third
Circuit, in which OSI appeals from the Court’s Asg9, 2011 Order granting the FDIC’s motion to dssn The Third Circuit has not yet set a
schedule for briefing or argument.

Iltem 4. Mine Safety Disclosures

Not Applicable.
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PART I
Item 5. Market For Registrant's Common Equity, Rekhted Shareholder Matters and Issuer Purchases of ity Securities
Trading Market for Voting Common Stock

There is no established public trading market far\doting Common Stock or Class B Non-Voting Comn8iock. Neither our Voting
Common Stock nor our Class B Non-Voting Common Sie@ctively traded nor listed for trading on a®gcurities exchange and an active
market may not develop as further described inKRiactors -There is currently no public market for our Voti@gmmon Stock and an acti
liguid market for our Voting Common Stock may netélop” beginning at page 28 of this Form 10-K. téenot make a market in our
securities, nor do we attempt to negotiate prioesrades of such securities.

Market Price of Voting Common Stock

As of February 29, 2012, there were: (1) approx@ye010 shareholders of record of our Voting Comrsdock and approximately 12
shareholders of record of our Class B Non-Votingn@wn Stock; and (2) 8,503,541 outstanding sharesiio¥oting Common Stock and
2,844,142 outstanding shares of our Class B NofinggZommon Stock.

The below chart shows the high and low sale prad¢esir Voting Common Stock known by managementaeehoccurred, or bid quotations on
the Pink Sheets, for the periods from January 102Brough December 31, 2011. These quotatiotecténterdealer prices, without retail
mark-up, mark downs or commission and may not sggreactual transactions. Prices have been rdgstateflect the Reorganization,
including that each three shares of Customers Baskexchanged for one share of Customers Bancdhg iReorganization.

Quarter ended High (1) Low (1)
December 31, 201 $ 1350 $ 13.5(
September 30, 201 $ - $ -

June 30, 201 $ 15.0C $ 13.2(

March 31, 201: $ 16.5( $ 14.4(
December 31, 201 $ 16.5( $ 14.4(
September 30, 201 $ 154t $ 15.0C

June 30, 201 $ 21.0C $ 14.2¢

March 31, 201( $ 16.5C $ 16.5(

(1) There are no brokerage firms that are active mariaers in our Voting Common Stock or Class B -Voting Common Stoc
Consequently, information on current stock tradimges is not readily available. There may haventeiditional transactions
which management is unaware, and such transacteuid have occurred at higher or lower prices. @imeent trading symbol
our Voting Common Stock on the Pink Sheets is “CUUThe last reported sale on the Pink Sheets of oumgydCommol
Stock on February 29, 2012 was $10.25 per sl

Dividends on Voting Common Stock

Neither Customers Bancorp nor Customers Bank hidsgog cash dividends on its shares of common st¥¢k intend to follow a policy ¢
retaining earnings, if any, to increase our netttvand reserves over the next few years. We hawbistorically declared or paid dividends on
our Voting Common Stock and we do not expect tea@i the near future. Any future determinatioratiely to our dividend policy will be
made at the discretion of our board of directord aill depend on a number of factors, including earnings and financial condition, liquidity
and capital requirements, the general economiaegulatory climate, our ability to service any agwir debt obligations senior to Voting
Common Stock, and other factors deemed relevantibpoard of directors. Presently, for the reastescribed below, Customers Bank is not
authorized to pay cash dividends on its shares.

Dividend payments made by Customers Bank to iteettodders are subject to the Pennsylvania BankindeCthe Federal Deposit Insurance
Act, and the regulations of the Federal Reservedoa

The Pennsylvania Banking Code provides that cagtetids may be declared and paid only out of act¢ated net earnings and that, prior to
the declaration of any dividend, if the surplusadfank is less than the amount of its capitalptek shall, until surplus is equal to such amc
transfer to surplus an amount which is at leaspercent of the net earnings of such bank for #réod since the end of the last fiscal year or
for any shorter period since the declaration oivéddnd. If the surplus of a bank is less tharyfifercent of the amount of capital, no dividend
may be declared or paid without the prior appr@fahe Pennsylvania Banking Department until sugiplsis is equal to fifty percent of such
bank’s capital.
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Under the Federal Reserve Act, if losses haveatiare been sustained by a bank equal to or inssxoéits undivided profits then on hand, no
dividend is permitted; no dividends can be paidiramount greater than a bank’s net profit lesselwand bad debts. Cash dividends must be
approved by the Federal Reserve Board if the tdtall cash dividends declared by a bank in angroddr year, including the proposed cash
dividend, exceeds the total of such bank’s netiggrédr that year plus its retained net profitsnfirthe preceding two years less any required
transfers to surplus or a fund for the retiremdrgreferred stock, if any. The Federal Reserve B@aud the Pennsylvania Banking Department
each has the authority under the Federal ReservtAcrohibit the payment of cash dividends by akbahen it determines such payment tc

an “unsafe or unsound banking practice” under lilea £xisting circumstances.

The Federal Deposit Insurance Act generally predidil payments of dividends by any bank that idéfault of any assessment of the FDIC.

The Federal Reserve Board and the FDIC have foamdinformal policies, which provide that insurexhks and bank holding companies
should generally pay dividends only out of currepérating earnings, with some exceptions. The Ftanking laws further limit the ability
of banks to pay dividends if they are not clasdifis well capitalized or adequately capitalized.

Customers Bank does not have any accumulated mehgs, and so, under the foregoing restrictionsst@mers Bank is not presently
permitted to pay dividends.

Further, under the MOU, Customers Bank may notadear pay any dividends that would cause its abpitios to fall below the higher of the
minimum levels for a “well capitalized” classifiégah under Prompt Corrective Action standards punst@mthe Federal Deposit Insurance Act,
or the internal ratios set in our capital plan withthe prior written approval of the PennsylvaDepartment of Banking.

Recent Sales of Unregistered Securities

Below is a chart that provides information relattogall unregistered offers of securities by ug@i1. The number of securities referenced is
as of the date of issuance in the applicable afferiThe securities in the two 2011 3rd Quartevd®e Offers noted below were offered and :

in reliance on an exemption under 4(2) of the S&earAct for securities issued pursuant to a taatisn by an issuer not involving any public
offering. These offers and sales were made taaredited investor under Rule 501 of Regulationr@ulgated under the Securities Act, and
no advertising or general solicitation was employdte securities in the 2011 1st Quarter PrivaferQfoted below were offered and sold in
reliance on an exemption under 3(a)(5) of the SeesirAct for securities issued by a bank.

OFFERING TYPES AND NUMBERS OF AGGREGATE PURCHASE DATE OF TYPES OF
SECURITIES SOLD PRICE PAID OR OTHER  COMPLETION OF INVESTORS
CONSIDERATION GIVEN OFFERING
FOR SECURITIES

2011 3rd Quarte 419,000 shares of Voting Comm $13,000,00( September 30, 201 Accredited Investo
Private Offer Stock

565,848 shares of Class B Non-

Voting Common Stocl
2011 3rd Quarter 2,892 shares of Series A PreferrecExchange for Berkshire TARISeptember 17, 2011 United States

Private Offer Shares and 145 shares of Series EShares Series A and Berkshi Department of Treasury
Preferred Share TARP Shares Series

2011 1st Quarter 879,577 shares of Voting Commor$16,130,875 March 31, 2011 Institutional and

Private Offer Stock Accredited Investors

509,308 shares of Class B Non-
Voting Common Stocl

In addition to the foregoing, during 2011 we grantertain of our employees options to purchaseggnegate of 344,333 shares of our
common stock under our 2010 Plan and restrictezkatnits to acquire 35,622 shares of common stacdeuour 2004 Plan. We received no
consideration for these awards. We believe thegdtawards were not subject to the registratiommements of Section 5 of the Securities /
as amended (the "Securities Act"), as the issuatitt@ut payment of any consideration therefor doatsconstitute a "sale" under Section 2(3)
of the Securities Act. We also believe these issea would be exempt under (i) Section 3(a)(5hefSecurities Act for securities issued by a
bank, (ii) Rule 701 as they were offered undertemittompensatory benefit plans, or (iii) SectioR)4f the Securities Act as transactions b'
issuer not involving a public offering with no adlising or general solicitation being employed.
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Share Repurchases
The following table provides information regardipgrchases made by us of our common stock durinéptitéh quarter of fiscal 2011

Maximum Numbel

Total Number of (or Approximate
Shares Purchased as  Dollar Value) of
Total Number of Part of Publicly Shares that May Yet
Shares Repurchased Average Price Announced Plans or Be Purchased Under
Period (a) Paid per Shar Programs the Plans or Prograr
Oct. 1, 2013-Oct. 31, 201: $ - % - 3% - 3 -
Nov. 1, 2013 Nov. 30, 2011 23,80 10.5 - -
Dec. 1, 201~ Dec. 31, 201: 23,81 10.5 - -
Total $ 4761 ¢ ___ 105 g - 3 |

(a) We purchased an aggregate of 47,619 shares ofa@inmgCommon Stock from a shareholder in two sepgrevate transaction
Item 6. Selected Financial Data
Customers Bancorp and Subsidiary
The following table presents Customers Bancorpfsraary consolidated financial data. We derivedlmlance sheet and income statement
data for the years ended December 31, 2011, 2@09, 2008 and 2007 from our audited financial statets. The summary consolidated
financial data should be read in conjunction wéthgl are qualified in their entirety by, our finaal@tatements and the accompanying notes anc

the other information included elsewhere in thi:xAal Report.

Dollar amounts, in thousands except per share d

For the Period 2011(1) 2010(2) 2009 2008 2007
Interest incomt $ 61,43¢ $ 30,907 $ 13,48¢ $ 15,50: $ 17,65¢
Interest expens 22,46: 11,54¢ 6,33¢ 8,13¢ 10,59:
Net interest incom 38,97¢ 19,36 7,15( 7,364 7,06¢
Provision for loan losse 9,45( 10,39; 11,77¢ 611 444
Bargain purchase gain on bank acquisiti — 40,25¢ — — —
Total non-interest income (loss) excluding bargain

purchase gain 13,65: 5,34¢ 1,04: (350 35¢€
Total nor-interest expens 37,30¢ 26,10: 9,65( 7,65¢ 6,90¢
Income (loss) before tax 5,86¢ 28,46¢ (13,235 (1,257 7C
Income tax expense (benel 1,83t 4,731 — (42¢€) (160)
Net income (loss 4,034 23,73t (13,239 (825) 23C

Net income (loss) attributable to common

shareholder $ 3,99 $ 2373 $  (13,23) $ (825) $ 23C
Basic earnings (loss) per share $ 04C $ 3.7¢ % (10.9¢) $ (1.23) $ 0.3t
Diluted earnings (loss) per share $ 03¢ $ 3.6¢ $ (10.9¢9) $ (123 $ 0.3¢
At Period End
Total asset $ 207753 $ 137440 $ 349,76( $ 274,03t $ 272,00:
Cash and cash equivalel 73,57( 238,72: 68,801 6,29¢ 6,68:
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Investment securities («

Loans held for sal

Loans receivable not covered by Loss Sha

Agreements with the FDIC (*
Allowance for loan and lease los:
Loans receivable covered under Loss She
Agreements with the FDIC (!

FDIC loss sharing receivable (

Deposits

Other borrowing:

Shareholder equity

Tangible common equity(¢
Selected Ratios and SharData

Return on average ass

Return on average equi

Book value per share (.

Tangible book value per common share(3)
Common sharetoutstanding (3

Net interest margi

Equity to asset

Tangible common equity to tangible asset:
Tier 1 leverage rati- Bank

Tier 1 leverage rati— Customers Bancor
Tier 1 risk-based capital rati- Bank

Tier 1 risk-based capital rati- Customers Bancot
Total risk-based capital rati- Bank

Total risk-based capital rati- Customers Bancor
Asset Quality- Non-Covered Loans
Non-performing (5)

Non-performing loans to total n-covered loans (£

Other real estate owned (
Non-performing assets (!

Non-performing, non-covered assets to total non-

covered assets (!

Allowance for loan and lease losses to total non-

covered loans (£

Allowance for loan and lease losses to-performing

nor-covered loans (&

Net charge off

Net charge offs to average r-covered loans(£
Asset Quality- Covered Loans
Non-performing loans (5
Non-performing loans to total covered loe
Other reaestate owned (£
Non-performing assets (!
Non-performing assets to total covered ass

398,68:¢
174,99¢

1,216,26!
15,03:

126,27¢
13,073
1,583,18!
331,00(
147,74¢

$ 146,15(

0.24%

3.5€%
$ 13.0z
$ 12.8¢
11,347,68

2.44%

7.11%

7.04%

7.35%

7.5¢%

9.97%

10.32%

11.0¢%

11.4%

$ 45,137
3.71%

$ 7,31¢

$ 52,45:

2.7(%
1.28%

33.3(%
$ 9,541
1.1%%

45,218
35.80%
6,16¢
51,37¢
38.7%
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$
$

$

$
$

$

205,82¢
199,97(

514,08
15,12¢

164,88t
16,70:
1,245,69!
11,00(
105,14(
105,14(

3.4(%
41.2%
12.52
12.52

8,398,01.

2.7(%

7.65%

7.65%

8.67%

— %
19.65%
—%
21.1%%
—%

27,05¢
5.2¢%

1,90¢

28,96

2.41%
2.94%

55.92%
5,25(
1.0(%

43,45¢
26.35%
5,34:
48,79¢
28.61%

44,58t

230,25¢
10,03

313,92°

21,50
2150 %

(4.69%
(65.35)%
11.6¢  $
11.6¢ $
1,840,90:
2.62%
6.14%
6.1%
6.68%
— %
9.7€%
—%
11.7%
—%

19,15( $
8.32%

1,158 %
20,30¢ $

5.81%

4.3¢%

52.3¢%
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(1) On September 17, 2011, we completed our adouisif Berkshire Bancorp, Inc. All transactionecg the acquisition date are included in
our consolidated financial statements.

(2) During the third quarter of 2010, we acquire® banks in FDIC assisted transactions. All tratisas since the acquisition dates are
included in our consolidated financial statements.

(3) Effective September 17, 2011, Customers Baakgamnized into the holding company structure pumst@which all of the issued and
outstanding common stock of the Bank was exchangealthree to one basis for common stock of Custemancorp (i.e., each three share
Customers Bank being exchanged for one share db@ess Bancorp). All share and per share informnatias been restated retrospectively to
reflect the Reorganization.

(4) Includes available-for-sale and held-to-mayuiritvestment securities.

(5) Certain loans and other real estate owned (dbestas “covered”acquired in the two FDIC assisted transactionsabgect to Loss Sharir
Agreements between Customers Bank and the FDi&ri&in provisions within the Loss Sharing Agreetaemre maintained, the FDIC will
reimburse Customers Bank for 80% of the unpaidgpal balance and certain expenses. A loss shegirgjvable was recorded based upon the
credit evaluation of the acquired loan portfoli@dhe estimated periods for repayments. Loansvabkd and assets that are not subject to the
Loss Sharing Agreement are described as “non-cdVere

(6) Our selected financial data contains non-GARRricial measures calculated using non-GAAP amoditsse measures include tangible
common equity and tangible book value per commameshnd tangible common equity to tangible assets.

Management uses these non-GAAP measures to plastarical periods comparable to the current pepmbsentation.  In addition, we
believe the use of these non-GAAP measures proadeéiional clarity when assessing our financiglits and use of equity. These
disclosures should not be viewed as substitutesefarlts determined to be in accordance with GA#R®® are they necessarily comparable to
non-GAAP performance measures that may be presegtether entities. We calculate tangible commaounitgdy excluding preferred stock
and goodwill from total shareholdemsquity. Tangible book value per common share edaalgible common equity divided by common shi
outstanding. A reconciliation of each of these NGAAP financial measures against the most direatipparable GAAP measure is set forth
below.

2011 2010 2009 2008 2007

Shareholdel equity $ 147,74¢ $  105,14( $ 21,500 $ 16,84¢ $ 16,83(
Less:

Preferred stoc — — — (980) —

Intangible assets (1,59¢) — — —
Tangible common equity $ 146,15( $  105,14( $ 21,500 $ 15,86¢ $ 16,83(
Shares outstandir 11,34¢ 8,39¢ 1,841 674 674
Book value per shai $ 13.02 $ 1252 $ 11.6¢ $ 25.01 % 24.97
Less: effect of excluding intangik

assets and preferred stock (0.14) - - (1.45) -

Tangible book value per she $ 12.8¢  $ 125 $ 11.6¢ $ 23.5¢ % 24.9i
Total asset $ 207753 $ 137440 $ 349,76( $ 274,03t $ 272,00«
Less: intangible asse (1,59¢) - - - -
Total tangible assets $ 207593 $ 137440 $ 349,76( $ 274,03t % 272,00«
Equity to asset 7.11% 7.65% 6.15% 6.15% 6.1%
Less: effect of excluding intangible assets aredgrred
stock (0.07) — — (0.3¢6) —
Tangible common equity to tangible assets 7.04% 7.65% 6.15% 5.7% 6.1%
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ltem 7. Management’'s Discussion and Analysis of kancial Condition and Results of Operations
Critical Accounting Policies

We have adopted various accounting policies thaeigothe application of GAAP and that are constistégth general practices within the
banking industry in the preparation of our finahskatements. Our significant accounting polices described in footnote 3 to our audited
financial statements.

Certain accounting policies involve significant gudents and assumptions by us that have a matewadt on the carrying value of certain
assets and liabilities. We consider these accogmidlicies to be critical accounting policies. ellhdgment and assumptions used are based o
historical experience and other factors, whichtealgeved to be reasonable under the circumstari8Besause of the nature of the judgments
assumptions management makes, actual results difiddfrom these judgments and estimates, whialldcbave a material impact on the
carrying values of our assets and liabilities andresults of operations.

The following is a summary of the policies we regiag as involving critical accounting estimatedio#ance for Loan Losses, Stock-Based
Compensation, Unrealized Gains and Losses on Alaifar Sale Securities, Fair Value, AcquisitioncAanting, FDIC Receivable for Loss,
and Deferred Income Taxes.

Allowance for Loan Losse We maintain an allowance for loan losses at allmanagement believes is sufficient to absorbmegdd probabl
credit losses. Management’s determination of tlegjaacy of the allowance is based on periodic etialous of the loan portfolio and other
relevant factors. However, this evaluation is neim#ly subjective as it requires significant estiesaby management. Consideration is given to
a variety of factors in establishing these estimételuding historical losses, current and antigdaeconomic conditions, the size and
composition of the loan portfolio, delinquency stt¢s, criticized and classified assets and imgghloans, results of internal loan reviews,
borrowers’ perceived financial and management gttem; the adequacy of underlying collateral, theetelence on collateral, or the strength of
the present value of future cash flows and otheweat factors. These factors may be susceptibdighificant change. To the extent actual
outcomes differ from management estimates, additiprovisions for loan losses may be required winigly adversely affect our results of
operations in the future.

Stock-Based CompensatioWe recognize compensation expense for stock mpaod their management stock purchase plans ¢tiodéy,

stock based compensation plans) in accordanceRA8B ASC 718Compensation - Stock CompensatioBxpense related to stock based
compensation plans granted will generally be messbased on the fair value of the option at thetgilate, with compensation expense
recognized over the service period, which is uguak vesting period. We will utilize the Black{des option-pricing model to estimate the
fair value of each option on the date of grante Back-Scholes model takes into consideratiorettexcise price and expected life of the
option, the current price of the underlying stookl @ur expected volatility, the expected dividendghe stock and the current risk-free interest
rate for the expected life of the option. Ourrastie of the fair value of a stock option is baseexpectations derived from historical
experience and may not necessarily equate to otketnealue when fully vested.

Unrealized Gains and Losses on Securities Availtdi&ale. We receive estimated fair values of debt seasgrifiom independent valuation
services and brokers. In developing these faineslthe valuation services and brokers use estinaditcash flows based on historical
performance of similar instruments in similar rate/ironments. Debt securities available for sadenaostly comprised of mortgage backed
securities and U.S. government agency securitiés.use various indicators in determining whetheeeurity is other-than-temporarily
impaired, including for equity securities, if thearket value is below its cost for an extended pkabtime with low expectation of recovery or,
for debt securities, when it is probable that thetactual interest and principal will not be coted. The debt securities are monitored for
changes in credit ratings because adverse chamgesdit ratings could indicate a change in thavesged cash flows of the underlying
collateral or issuer. The unrealized losses aasatiwith securities that management does notdriesell, and more likely than not that we
will be required to sell prior to maturity or matkgice recovery, are not considered to be othem temporary as of December 31, 2011 and
December 31, 2010, because the unrealized losseslated to changes in interest rates and doffet ahe expected cash flows of the
underlying collateral or issuer.

Fair Value. The fair value of a financial instrument is defiresithe amount at which the instrument could bé&xged in a current
transaction between willing parties, other thaa fiorced or liquidation sale. Management estimtitesair value of a financial instrument us
a variety of valuation methods. Where financiatrimsients are actively traded and have quoted markegs, quoted market prices are used for
fair value. When the financial instruments areawdtvely traded, other observable market inputshss quoted prices of securities with sin
characteristics, may be used, if available, tordetee fair value. When observable market pricesialoexist, we estimate fair value. The
valuation methods and inputs consider factors ssdypes of underlying assets or liabilities, ratesstimated credit losses, interest rate or
discount rate and collateral. The best estimafaipfalue involves assumptions including, but lmited to, various performance indicators,
such as historical and projected default and raegonages, credit ratings, current delinquency ratesn-to-value ratios and the possibility of
obligor refinancing. US GAAP requires the useaif falues in determining the carrying values otaia assets and liabilities, as well as for
specific disclosures. The most significant useffvalues include impaired loans and foreclogesperty and the net assets acquired in
business combinations.

Acquisition AccountingAssets acquired and liabilities assumed in our FB$Sisted acquisitions are recorded at their faines. The fair
value of a loan portfolio acquired in a business:ibmation requires greater levels of managemeirhasts and judgment than the remainde
purchased assets or assumed liabilities. Thetatields inherent and evidenced in the FDIC-assistusactions resulted in substantially all
loans purchased in the transaction being purchaged credit discount. On the date of acquisitiwhen the loans have evidence of credit
deterioration since their origination and we bediévis probable that we will not collect all coettually required principal and intere



payments, we refer to the difference between contadly required payments and the cash flows exgokt be collected as the non-accretable
discount. We must estimate expected cash flowaeh reporting date. Subsequent decreases tapbeted cash flows will generally result

a provision for loan losses. Subsequent increiasessh flows result in a reversal of the provisionloan losses to the extent of prior charges
and adjusted accretable discount, which will hapesitive effect on interest income.
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Because we record loans acquired in connection FBC-assisted acquisitions at fair value, we rdauw allowance for loan losses related to
the acquired covered loans on the acquisition d@ten that the fair value of the loans acquirembiporates assumptions regarding credit risk.
The acquired loans are recorded at fair value to@zance with the fair value methodology, exclusiéhe loss share agreements with the
FDIC.

The acquired covered loans are subject to the aticouprescribed by FASB ASC Topic 3R&ceivables and subsequent changes to the basis
of the loss share agreements also follow that moDeterioration in the credit quality of the logiitamediately recorded as an adjustment to
the allowance for loan losses) would immediatetyréase the basis of the loss share agreementsheitiffset recorded through the
consolidated statement of operations. Increasteioredit quality or cash flows of loans (refegttais an adjustment to the discount and
accreted into income over the remaining life of lthens) decrease the basis of the loss share agmeniThat decrease is accreted into income
over either the same period or the life of the kisare agreements, whichever is shorter. Loss gdgums used in the basis of the covered loans
are consistent with the loss assumptions used &sune the FDIC receivable. Fair value accountiiegriporates into the fair value of the FL
receivable an element of the time value of monévickvis accreted back into income over the lifé¢hef loss share agreements.

FDIC Receivable for Loss Share AgreemeiThe majority of the loans and other real estatetasscquired in an FDIC-assisted acquisition are
covered under loss share agreements with the Ab¥hich the FDIC has agreed to reimburse us for 80%l losses incurred in connection
with those assets. We estimated the amount thatilveeceive from the FDIC under the loss shareeagents that will result from losses
incurred as we dispose of covered loans and odatestate assets, and we recorded the estimateeasivable from the FDIC.

The FDIC loss sharing receivable is measured segafaom the related covered assets becausedtisontractually embedded in the assets
and is not transferable if we sell the assets. edétienated the fair value of the FDIC loss shargxgivable using the present value of cash f
related to the loss share agreements based ompketed reimbursements for losses and the apptidas$ share percentages. We review and
update the fair value of the FDIC receivable protipely as loss estimates related to covered laadsother real estate owned change.
Subsequent decreases in the amount expected tléeted result in a provision for loan and leasssks, an increase in the allowance for loan
and lease losses, and a proportional adjustmehetBDIC receivable for the estimated amount toeirabursed. Subsequent increases in the
amount expected to be collected results in thersavef any previously-recorded provision for Icard lease losses and related allowance for
loan and lease losses and adjustments to the Fdakivable, or prospective adjustment to the adoletiscount if no provision for loan and
lease losses had been recorded. The ultimateatiah of the FDIC loss sharing receivable depemdthe performance of the underlying
covered assets, the passage of time and claimspdite FDIC. The accretion of the FDIC receivatikcount is recorded into noninterest
income using the level yield method over the edigmhdife of the receivable. In November 2010, weeived the first reimbursement under the
USA Bank Loss Sharing Agreement. During 2011, eeeived reimbursements under both the USA BanH@Nd.oss Sharing Agreements.

Deferred Income Taxe We provide for deferred income taxes on the amsétiability method whereby deferred tax assetse@cognized for
deductible temporary differences and deferreditbilities are recognized for taxable temporaryaténces. Temporary differences are the
differences between the reported amounts of aasetfiabilities and net operating loss carry-fordgaand their tax basis. The valuation
allowance previously applied to the net deferredatssets was reversed when, in the opinion of nemagt, it is more likely than not that the
deferred tax assets will be realized. Deferredatssets and liabilities are adjusted for the edfe€thanges in tax laws and rates on the date of
enactment. If the Bank concludes that it is miely than not that some portion or all of the dedd tax asset will not be realized or if losses
continue, the balance of deferred tax assets wilidoluced by a valuation allowance.

Background and Reorganization

Customers Bancorp was formed in April 2010 to ftatié a reorganization into a bank holding compstnycture pursuant to which Customers
Bank became a wholly-owned subsidiary of CustorBarscorp (the “Reorganizationtn September 17, 2011. Pursuant to the Reorgéaoniz
all of the issued and outstanding shares of Valogimon Stock and Class B Non-Voting Common StocRugtomers Bank were exchanged
on a three-to-one basis for shares of Voting ComBtock and Class B Non-Voting Common Stock, respelgt of Customers Bancorp (i.e.,
each three shares of Customers Bank being exchdogede share of Customers Bancorp). Customensd@a is authorized to issue up to
100,000,000 shares of Voting Common Stock, 100(@shares of Class B Non-Voting Common Stock &@jAD0,000 shares of preferred
stock. All share and per share information haslvestated to reflect the Reorganization.

In the Reorganization, the Bank’s issued and ooty shares of Voting Common Stock of 22,525,8%ras and Class B Non-Voting
Common Stock of 6,834,895 shares converted int®87453 shares of Customers Bancorp’s Voting Com8took and 2,278,294 shares of
Customers Bancorp’s Class B Non-Voting Common Stdcsh was paid in lieu of fractional shares. s@utding warrants to purchase
1,410,732 shares of the Bank’s Voting Common Steitk a weighted-average exercise price of $3.55spare and 243,102 shares of the
Bank’s Class B Non-Voting Common Stock with a wéeghaverage exercise price of $3.50 per share emreerted into warrants to purchase
470,260 shares of Customers Bancorp’s Voting Com8tonk with a weighted-average exercise price 6f&4 per share and warrants to
purchase 81,036 shares of Customers Bancorp’s 8lakm-Voting Common Stock with a weighted-averagercise price of $10.50 per
share. Outstanding stock options to purchase 2B84Xhares of the Bank’s Voting Common Stock \&itheighted- average exercise price of
$3.50 per share and stock options to purchase @3/3ares of the Bank’s Class B Non-Voting CommimetiSwith a weighted-average
exercise price of $4.00 per share were convertedsiiock options to purchase 855,774 shares ofoBwests Bancorp’s Voting Common Stock
with a weighted-average exercise price of $10.4%pare and stock options to purchase 77,166 sbhafsstomers Bancorp’s Class B Non-
Voting Common Stock with a weighted-average exerpisce of $12.00 per share.

Accordingly, descriptions of balance sheet andimestatement items prior to September 17, 201Esept those of Customers Bank, and
descriptions of balance sheet and income stateteams after September 17, 2011 represent the ddasedl results of Customers Bancorp.
consolidated results of operations and financialition presented for those periods after the Raimgtion Date, September 17, 2011, incl



combined results for Customers Bancorp and Cus®Bank. All share and per share information hahlvetrospectively restated to reflect
the Reorganization, including that each three shaf€ustomers Bank was exchanged for one shatestbmers Bancorp in the
Reorganization.
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Overview

The following discussion and analysis presents ristiactors affecting our financial condition afslmecember 31, 2011 and December 31,
2010 and results of operations for the three yigattse period ended December 31, 2011. This d&onsand analysis should be read in
conjunction with our financial statements, notesr¢tio and other financial information appearingwlsere in this Form 10-K.

Like most financial institutions, we derive the i@y of our income from interest we receive on ouerest-earning assets, such as loans and
investments. Our primary source of funds for mgkimese loans and investments is our deposits hichwve pay interest. Consequently, one
of the key measures of our success is our amoumgtdhterest income, or the difference betweernrtbeme on our interest-earning assets and
the expense on our interdsaring liabilities, such as deposits and borrowingnother key measure is the spread betweeni¢ltewe earn ol
these interest-earning assets and the rate itqrapsir interest-bearing liabilities, which is cdlleur net interest spread.

There are risks inherent in all loans, so we mairda allowance for loan losses to absorb problalsiges on existing loans that may become
uncollectible. We maintain this allowance by cliagga provision for loan losses against our opegagiarnings. We have included a detailed
discussion of this process, as well as severatsatiescribing our allowance for loan losses.

The external environment continues to be very ehgiihg as the economy struggles through a recesdlamy business customers in our
market experienced a loss of revenues and theramwagrease in bankruptcies. Many overleveragatlastate customers were forced to take
action to improve their cash flow due to high vamyarates and a reduction in rents due to the retideenand for space during the

downturn. Unemployment flattened in 2011 afteréasing throughout 2010 as companies reduced eapémsnanage through the challen
times. These conditions produced stress in thet gssility of the loan portfolio, primarily the comercial real estate portfolio. There contin

to be uncertainty in the external environment in2@nd it is likely that these challenging conditiavill continue in the next few years.

In the first quarter of 2011, we began executingagrian to improve earnings, deploy excess casth@balance sheet and match future
growth with deposit growth. We deployed some dash investments and deposit growth was slowedndu2i011 while our loan originati
platform was enhanced. We expanded our small bssitending team, built a new consumer lendingfgstat expanded our warehot
lending platform and entered the multifamily lergliousiness. We believe these efforts were suadessfdeposit growth is now aligned v
loan originations. We believe there are significapportunities for growth in both lending and dsipaeneration in 2012 and beyol
However, if there is a material change in the exdkeenvironment or our management cannot succéssibcute our plans, growth may
more difficult than expected.

Results of Operations
For the years ended December 31, 2011 and :

We had net income of $4.0 million for the year eh@&cember 31, 2011 compared to a net income a7$8a8lion for the year ended
December 31, 2010. Net interest income increa&8dbdillion for the year ended December 31, 2@1$39.0 million compared to $19.4
million for the year ended December 31, 2010. déerease in provision for loan losses of $947,080 that in 2010 was primarily due to the
shift in reserve allocations from specific resericegeneral reserves based on impaired loan vah&tnd charge-off activity. Year over year,
general reserves increased by $1.9 million whigegpecific reserve decreased by $2.0 million. TaelkBorovided provisions in its general
reserve that replaced loan charge-offs on the ld@atshad specific reserves. Also, an increasmirrcovered loan balances does not correlate
to a pro rata increase in the allowance for loathlaase loss reserves ("ALLL") as these loans naagydower credit risk based on stricter
underwriting guidelines and, consequently, aregaesl a lower loss factor. Loan balances were abaocaeserves based on the assigned factors
in the ALLL calculation. The increase in delinqaiss was considered in the qualitative factor asialwithin the ALLL calculation. In

addition, charge-offs, all of which related to fhve-2009 segment of the portfolio were includethim historical loss factor allocation in the
ALLL calculation. See the Asset Quality disclosand table on page 56 in this Management's Digzuasid Analysis section.

The charge-offs incurred in 2011 decreased theifspeeserves by $2 million and provided a cushionadditional provision required in the
general reserve. The ALLL ratio for non-coveredrs declined to 1.24% at December 31, 2011 frod2.8t December 31, 2010 primarily
due to the significant growth in the non-covereahidalance during 2011. Non-interest income ine@&8.3 million to $13.7 million for the
year ended December 31, 2011 compared to $5.4millir the year ended December 31, 2010 excludiedargain purchase gains on b
acquisitions of $40.3 million for the year endeccBber 31, 2010. This net increase (excludind#rgain purchase gains) in non-interest
income was due to an increase in mortgage warehoarsgactions fees, an increase in bank-ownedhifierance income, a net gain on sales of
investment securities, and an increase in incotta¢eitto the FDIC loss-sharing receivable. Thedase of $11.1 million in non-interest
expense to $37.3 million for the year ended Decer@he2011 from $26.1 million for the year endeccBraber 31, 2010 was due to the
acquisitions completed in 2011, an increase imtitaber of employees and branches in connectionaitlgrowth strategy, expenses related
to loan workouts, increased charges for impaireti$o and increased premiums for FDIC insurancea Giluted per share basis, the net inc
was $0.39 per share for 2011 compared to a netaadf $3.69 per share for 2010. Our return onayeassets was 0.24% in 2011. Our
return on average equity was 3.56% in 2011.

41




For the years ended December 31, 2010 and .

We had net income of $23.7 million for the yeares@®ecember 31, 2010 compared to a net loss o $ailion for the year ended December
31, 2009. Net interest income increased $12.2anifor the year ended December 31, 2010 to $19l#mcompared to $7.2 million for the
year ended December 31, 2009. The decrease iisfmovyor loan losses of $1.4 million over that2@09 was primarily due to the r-
performing loans not increasing as significantl2010 when compared to 2009 and the addition ofloaw products that do not require as
high a level of reserves. The allowance for load i@ase losses to naovered loans ratio declined to 2.94% at Decembe310 from 4.36¢
at December 31, 2009. Non-interest income inck&4e3 million to $5.4 million, when excluding thargain purchase gains on bank
acquisitions of $40.3 million for the year endedcBraber 31, 2010 compared to $1.1 million for tharyended December 31, 2009. The
increase of $16.5 million in non-interest expers826.1 million for the year ended December 31,020dm $9.7 million for the year ended
December 31, 2009 was due to the two bank acquisitompleted in 2010 and an increase in the nupfEnployees at Customers Bancorp
in connection with Customers Bancasgrowth strategy, expenses related to loan woskautreased charges for impaired loans, and ised
premiums for FDIC insurance, higher technology s@std additional expenses to maintain and expanduirent infrastructure. On a diluted
per share basis, the net income was $3.69 per &1a2610 compared to a net loss of $10.98 peresftar2009. Customers Bancorp’s return
on average assets was 3.40% in 2010. CustomeroBésmreturn on average equity was 41.3% in 2010.

NET INTEREST INCOME
Net interest income (the difference between ther@dt earned on loans, investments and in-earning deposits with banks, and interest paid
on deposits, borrowed funds and subordinated deHte primary source of Customers Bancorp’s eginThe following table summarizes
Customers Bancorp’s net interest income and rekgteead and margin for the periods indicated (doilathousands):

Year ended December 31

2011 2010 2009
Interest Interest Interest
income  Average income  Average income  Average
Average or yield or Average or yield or Average or yield or
balance expense cost (%) balance  expense cost (%) balance expense cost (%)
Assets
Interest earning depos $ 164,46f $  41F 0.28% $128,13: $ 302 0.24% $ 11,57¢ $ 6 0.05%
Federal funds sol 2,28t 3 0.13 11,17¢ 20 0.1¢ 2,411 7 0.2¢
Investment securities,
taxable (C 481,10t 14,06« 2.9z 49,56¢ 1,38 2.7¢ 27,37* 1,107 4.04
Investment securities, nc
taxable (C 2,08( 86 413 2,51¢ 11C 4.37 4,507 191 4.24
Loans (A) 938,13« 46,68: 4.9¢ 523,75! 29,02: 5.54 225,43t 12,14: 5.3¢
Restricted stoc 11,73¢ 18¢ 1.61 3,21¢ 71 2.21 1,84¢ 33 1.7¢
Total interest-earning
assets 1,599,81 61,43¢ 3.84 718,36t 30,90" 4.3C 273,15: 13,48t¢ 4.94
Allowance for loan an
lease losse (15,316 (13,310 (6,454
Non-interes-earning asse 68,05 157,02¢ 45,201
Total assets $1,652,54 $862,08: $311,89¢
Liabilities
Interest checkin $ 20,49¢ 96 0.47% $ 12,00¢ 68 0.57% $ 10,18¢ 89 0.87
Money marke 505,26¢ 6,70t 1.3¢ 190,97: 3,60¢ 1.8¢ 35,37 461 1.3C
Other Saving: 13,407 91 0.6¢ 11,22 76 0.6¢ 11,21¢ 98 0.87
Certificates of deposit 808,63 14,96¢ 1.8¢ 369,75° 7,35¢ 1.9¢ 168,99¢ 5,081 3.01
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Total interest bearin

deposits 1,347,81 21,86! 1.62 583,96( 11,11: 1.9C 225,77: 5,72¢ 2.54
Other borrowings 68,55: 602 0.8¢ 13,58: 434 3.2C 17,23: 607 3.5z
Total interest-bearing
liabilities 1,416,36! 22,46 1.5¢ 597,54: 11,54¢ 1.9¢ 243,00¢ 6,33¢ 2.61
Non-interest-bearing
deposits 98,03¢ 50,70¢ 17,71t
Total deposits &
borrowings 1,514,40: 1.4¢ 648,25( 1.7¢ 260,72( 2.4%
Other norinteres-bearing
liabilities 24,74 144,82( 32,00:
Total liabilities 1,539,14. 793,07( 292,72
Shareholder¢ equity 113,408 69,01/ 19,17¢
Total liabilities &
shareholders’ equity  $1,652,54 $862,08: $311,89¢
Net interest earning 38,97¢ 19,36: 7,15(
Tax equivalent adjustme
(B) 44 57 98
Net interest earnings ta
equivalent $ 39,02( $ 19,41¢ $ 7,24t
Interest spread 2.3% 2.52% 2.51%
Net interest margin 2.44% 2.7(% 2.62%
Net interest margin tax
equivalent (B) 2.44% 2.7(% 2.65%

(A) Includes non-accrual loans, the effect of whiglo reduce the yield earned on loans, and defdaan fees.

(B) Full tax equivalent basis, using a 35% statutax rate to approximate interest income as ablexasset.

(C) For presentation in this table, balances apdtiiresponding average rates for investment sesuare based upon historical cost, adjusted
for amortization of premiums and accretion of disus.

The following table presents the dollar amountltdriges in interest income and interest expengdomajor categories of our interestening
assets and interest-bearing liabilities. Informais provided for each category of interest-eaym@igsets and interest-bearing liabilities with
respect to (i) changes attributable to volume,(ckanges in average balances multiplied by trer4peériod average rate) and (ii) changes
attributable to rate (i.e., changes in averagemaitiiplied by prior-period average balances). porposes of this table, changes attributable to
both rate and volume, which cannot be segregatad heen allocated proportionately to the changetdwolume and the change due to rate:
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2011 vs. 201( 2010 vs. 200

Increase (decrease) du Increase (decrease) du
to to
change in change in
Rate Volume Total Rate Volume Total

( dollars in thousand:
Interest income

Interest earning depos $ 16 $ % $ 11z $ 22 3 27t % 297
Federal funds sol (5) (12) a7 3 16 13
Investment securities, taxak 64 12,61¢ 12,68: (350) 625 27E
Investment securities, non taxal (6) (18) (24) 15 (96) (82)
Loans (2,954 20,61t 17,66 33¢ 16,54 16,87¢
Restricted stock (19) 137 11€ 8 30 38
Total interest income $ (2,904 $ 33,43t $ 30,563: $ 30 $ 17,39 $ 17,42
Interest expense

Interest checkin $ 12 $ 40 $ 28 % B % 10 $ (21
Money marke (1,075 4,171 3,09¢ 20¢ 2,93¢ 3,14¢
Savings - 15 15 (22) @ (22
Certificates of deposit (51%) 8,12: 7,61( (1,729 4,00z 2,27¢
Total interest bearing depos (1,600 12,34¢ 10,74¢ (1,567 6,95( 5,38:
Borrowings (31E) 483 16¢€ (55) (11€) (173)
Total interest expense (1,91%) 12,83: 10,91" (1,627) 6,832 5,21(
Net interest income $ (989 $ 20,60¢ $ 19,61t $ 1,652 $ 10,55¢ $ 12,21

For the years ended December 31, 2011 and :

Net interest income was $39.0 million for the yeaded December 31, 2011, compared to $19.4 milliothe year ended December 31, 2C
an increase of $19.6 million or 101%. This net&ase was attributable to increases in average wbfraverage interest-earning assets, offset
by an increase in average interest-bearing liadslitas a result of:

« the inclusion of the acquired USA Bank and ISN Blodas and deposits, for all of 2011, as opposéest®than six months in 201

« the acquisition of Berkshire Bancorp in Septemifrl2

« the purchase of a $105.8 million manufactured hapkan portfolio in August 2010;

» a2 $172.3 million increase in average mortgage wared loans due to our strategy to grow the mortgagehouse lending business;

« significant increases in average money market atsand average certificates of deposit due taeéforts to obtain new business i
the related increase in average investment sexsid a result of the deployment of the cash flemegated by these deposit accot
and

« increases in interest-bearing deposits due to 8& Bank, ISN Bank, and Berkshire Bank acquisitions.

The key measure of our net interest income ismtetést margin. Our net interest margin decre&s@#4% for 2011 from 2.70% for

2010. This decrease was primarily the result déerease in the yield of average loans of 56 lpasigs as well as a decrease of 60 basis p
in restricted stock. This was offset by a decréadbe total interest-bearing deposits of 28 bpsists, primarily driven by a decrease in the
cost of funds of money market accounts which drdgg@basis points. These decreases in yields vititeusable to the continuing lower
interest rate environment.

For the years ended December 31, 2010 and .

Net interest income was $19.4 million for the yeaded December 31, 2010, compared to $7.1 milbor2®09, an increase of $12.2 million
170%. Interest income was $31.0 million in 201énhpared to $13.5 million in 2009, an increase of. BiWillion or 129%. The yield on
interest earning assets decreased to 4.30% inf2@104.94% in 2009. Interest expense was $11.bamiin 2010, an increase of $5.2 million
or 82%, from $6.3 million in 2009. The increaserterest income reflects the increase in averageirg assets of $445.2 million primarily
from the acquisitions of two banks in the seconfl ¢tfa2010 that contributed interest earning assépproximately $180 million, the purchi
of a $105.8 million manufactured housing loan pwidfon August 6, 2010, and an increase in intdvearing cash from the new branches
opened in 2010. The increase in interest expemasadue to an increase in average interest beliatitities of $354.5 million of which
approximately $77 million is related to the two Riank acquisitions and an increase of $281.7anil interest bearing liabilities from new
branches and organic growth. The cost of fundsedesed to 1.78% in 2010 from 2.43% in 2009 due &mghs in the interest rates charged
on time deposit accounts.
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The key measure of our net interest income isdtdmterest margin. Our net interest margin insegleslightly to 2.70% in 2010 from 2.65% in
2009. This slight increase was primarily attrila¢sto an increase in loans with higher yields efftsy a higher volume of deposits and other
borrowings. Deposit costs were close to a floostamt-term market interest rates hovered aroundh®&tughout the year.

PROVISION FOR LOAN LOSSES
For the years ended December 31, 2011 and .

We establish an allowance for loan and lease Idbseagh a provision for loan losses charged asxg@ense on the statement of operations.
The loan portfolio is reviewed and evaluated omartgrly basis to evaluate our outstanding loanstaimeasure both the performance of the
portfolio and the adequacy of the allowance fonlaad lease losses. Future adjustments may besaeges the provision for loan losses, and
consequently the allowance for loan and lease $o$seconomic conditions or loan quality diffethstantially from the assumptions
management used in the evaluation of the levdd@Btlowance for loan and lease losses as compaadstanding loans.

During 2011, the provision for loan losses was $8ilfion, a decrease of $947,000 from $10.4 millinr2010. This decrease was primarily
due to the shift in reserve allocations from specéserves to general reserves based on impaiegdvaluations and charge-off activity. The
charge-offs incurred in 2011 decreased the speeifierves by $2 million and provided a cushiorafdditional provision required in general

reserve. The level of delinquent, non-performing] anpaired loans have continued to increase throug2011 due the continued decline in
the economy and commercial real estate market.

As istypical with community banks, we have a high cornicion (89.4%) of our loans secured by real es@tamstruction and commercial
estate represent 25.3% of the total loan portfalislight decrease from 2010. Itis in the comdiom and commercial real estate secured
portion of the loan portfolio that we are experiegcthe most difficulty with delinquent and non-agal loans. Although we believe that we
have identified and appropriately allocated reseagainst the riskiest of our loans in the consimncand commercial real estate portfolios, the
possibility of further deterioration before the Ireatate market turns presents the need for pateéntireased allocations of the allowance for
loan and lease losses in that area in the future.

Other than the concentrations in construction amdmercial real estate, we have no large exposum@ber risky industries such as
restaurants, home heating oil businesses or atdestries that are typically viewed as high riske Tnajority of our borrowers are small, local
businesses and individuals with investments irdeggtial or commercial real estate. The typical twer provides self-prepared or accountant
assisted financial statements and tax returnsatieaot audited and therefore are less reliable itifarmation that would be obtained from
more sophisticated borrowers. The absence of obghgtverified financial information is a challenge all community banks and represents a
layer of risk that must be considered in judging #ldequacy of the allowance for loan and lease$oss

Net charg-offs were $9.5 million and $5.3 million, respedeiy, for the years ended December 31, 2011 and.2010

See "Credit Risk" and "Asset Quality" sections lefor further information regarding our provisioorfloan losses, allowance for loan losses
and net charge-offs generally, and additional dismn of our non-performing loans.

For the years ended December 31, 2010 and :

During 2010, the provision for loan losses was 810illion, a decrease of $1.4 million from $11.8lmmn in 2009. This decrease was
primarily due to a stabilization of the elevatedumnes of non-performing non-covered loans in treoed half of 2010. Real estate values in
our market area decreased during 2010 relatecetsigimificant economic downturn faced by the nati@nd regional economies in 2010.

As is typical with community banks, we have a higimcentration (93.1%) of our loans secured byestdte. Construction and commercial
estate represent 30.9% of the total loan portfalisignificant decrease from 2009. Constructi@amsodecreased to $13.4 million from our
historical portfolio or 2.6% of the total loan plotio, a decrease from 9.5% in 2009. In 2010,loan portfolio mix changed to 44.7% of the
total loan portfolio being comprised of loans toyide liquidity to mortgage originators under magg warehouse repurchase facilities and
11.9% of manufactured housing loans in 2010, wheséd two portfolio segments were 7.5% of the foth portfolio in 2009. It is in the
construction and commercial real estate secureibpasf the loan portfolio that we experienced thest difficulty with delinquent and non-
accrual loans.
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The majority of our borrowers are small, local Imesises and individuals with investments in resideat commercial real estate. The typical
borrower provides self-prepared or accountant teskfinancial statements and tax returns that at@andited and therefore are less reliable
than information that would be obtained from maoptssticated borrowers. The cost of audited finalnstatements would be prohibitive for
many of our small borrowers. The absence of ohjelstiverified financial information is a challengeall community banks and represents a
layer of risk that must be considered in judging dldequacy of the allowance for loan and lease$oss

Net charg-offs were $5.3 million and $4.6 million, respeetiy, for the years ended December 31, 2010 and.2009

NON-INTEREST INCOME

The below chart shows our results in the variousgmnents of non-interest income for each of thesyeaded December 31, 2011, 2010 and
20009.

Years Ended December 31

2011 2010 2009
(dollars in thousand:
Service fee! $ 69¢ $ 64: $ 45¢
Mortgage warehouse transaction f 5,581 2,631 70
Bank owned life insuranc 1,40¢ 22¢ 22¢
Net gain on sales of investment securi 2,731 1,11« 23¢
Gains on sales of SBA loa 32¢ 98 —
Impairment charge on investment securi — — (15
Bargain purchase gain on bank acquisiti — 40,25¢ —
Accretion of FDIC loss sharing receival 1,95¢ — —
Gain (loss) on sale of ORE 367 (67) (31)
Other 587 70z 96
Total nor-interest income $ 13,65: $ 45,600 $ 1,04:

For the years ended December 31, 2011 and .

Non-interest income was $13.7 million for the yearesh®ecember 31, 2011, a decrease of $32.0 milt@mn hon-interest income of $45.6
million for the year ended December 31, 2010. Heisdecrease primarily was due to $40.3 milliobangain purchase gains on bank
acquisitions recognized in 2010. In addition, magg warehouse transaction fees for 2011 increa@chdillion, when compared to 2010.
Furthermore, during 2011, we recognized increaseodne on bank-owned life insurance of $1.2 millimereased gains on the sales of
investment securities of $1.6 million, and net atipents of $2.0 million related to our FDIC losarsig receivable in 2011.

« The increase in mortgage warehouse transactioeslfte 2011 was the result of increased volumeii2

« The increase in bank owned life insurance income dvee to the purchase of an additional $20 milibBOLI in December 2010 a
the acquisition of $2.5 million in BOLI relating ®erkshire Bancorp, In

« The increase in net gains on sales of investmenirgies was the result of our sales of $180.0iarillof investment securities for |
gains of $2.7 million. In 2010, we sold $153.2 ioifl of investment securities for net gains of &hillion.

« The increase in income related to our FDIC lossisbaeceivable was the result of additional adpestts to the loss sharing ass
chargeoffs of covered loans, and impairments of cover&EO.

For the years ended December 31, 2010 and .

In July 2010 and September 2010, we acquired twidan FDIC assisted transactions and recordedgalmapurchase gain of $40.3

million. Excluding the bargain purchase gain onlbacquisitions, non-interest income increased $#lBon from $1.1 million to $5.4
million. The increase was primarily related to trensactional fees earned by the mortgage warehdiuision of $2.6 million. The mortgage
warehouse division was started in the second Hi&009. Also, the gains of $1.1 million on the saté investment securities recognized in
2010 increased compared to a gain of $236,00009.20
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Service fees, including mortgage warehouse fepsesent the largest component of non-interest ircand were $3.3 million in 2010, an
increase of $2.7 million from $528,000 in 2009 paiity due to an increase in loan fee income andytbevth in the mortgage warehouse
division in 2010. Late fees on loans were $89,002010.

We sold investment securities in 2010 for a gaiihf. million, compared to a gain of $236,000 i®20 The gain in 2010 was primarily due
the sales of $56.2 million of mortgage backed stear

Other non-interest income included $520,000 oféases in the FDIC loss sharing receivable recoiatetthe two FDIC assisted transactions
and $98,000 gain on the sale of an SBA loan.
NON-INTEREST EXPENSE

The below chart shows our results in the variousanents of non-interest expense for each of thesyended December 31, 2011, 2010 and
2009.

Years Ended December 31

2011 2010 2009
(dollars in thousands
Salaries and employee bene $ 16,71¢ $ 14,03. $ 4,26
Occupancy 3,24: 1,897 1,261
Technology, communication and bank operati 3,16¢ 2,431 1,00(
Advertising and promotio 994 1,007 191
Professional service 4,831 2,83: 51C
Merger related expens 531 - -
FDIC assessments, taxes, and regulatory 2,36¢ 1,61z 892
Impairment charges on other real estate ov 57€ 63t 35C
Loan workout and other real estate ow 1,98¢ 682 531
Other 2,88¢ 972 64¢
Total non-interest expenses $ 37,30¢ $ 26,10. $ 9,65(

For the years ended December 31, 2011 and :

Nor-interest expense was $37.3 million for the yeateghDecember 31, 2011, an increase of $11.2 millleen compared to non-interest
expense of $26.1 million for the year ended DecerBlie2010. Salaries and employee benefits, whaphesent the largest component of non-
interest expense, increased $2.7 million; occupanpense increased $1.3 million; technology, conmpaiions, and bank operations expense
increased $700,000; professional services experseased $2.0 million; FDIC assessments, taxesreandatory fees increased $800,000;
workout and other real estate owned expenses s@aebil.3 million; and other expenses increasedrilian.

« The increase in salaries and employee benefitsneepprimarily was due to an increase in the totahiper of employees from 1
full-time equivalents at December 31, 2010 to 206tfime equivalents at December 31, 2011. This ineréa®ur workforce was tl
result of the Berkshire acquisition and the needadditional employees to support our growth sgatdn addition, sharbase:
compensation expense decreased $1.3 million frooeDber 31, 2010 to December 31, 2011 becausewrzesone-time sharease:
awards in 2010 that vested immediat

« The increase in occupancy expense was the restilederkshire acquisition which added five additibbranches and the opening
additional branches to support our growth strate

« The increase in technology, communications, and lgerations expense was due to the Berkshire sitiqni our expanded brar
network and additional network support for the apgrof the two new branches and executive officed/yomissing, Pennsylvani

« The increase in professional services expense wammly attributable to legal expenses relateddgulatory filings and ongoit
litigation with a vendor from one of the acquireahks.

« The increase in FDIC assessments, taxes, and tegufaes was attributed to increases in FDIC poensi primarily as a result of t

growth of our assessment base (average consolittzEdissets minus average tangible equity) aditiadal Pennsylvania shares
expense in 2011 also due to our increased asge
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« The increase in loan workout and other real estateed expenses was due to increased volume covered, no-performing asset

« The increase in other expenses generally can beuattd to the Berkshire acquisition in 2011 and thSA Bank and ISN Bai
acquisitions in 2010 as well as general growthefihfrastructure

For the years ended December 31, 2010 and :

Non-interest expense increased $16.5 million from $8illion in 2009 to $26.1 million in 2010. Salasiand employee benefits represent the
largest component of non-interest expense and $dt® million in 2010 compared to $4.3 million iG(, an increase of $9.8 million. At
December 31, 2009, we had sixty-two employees aewt ¢p 133 employees at December 31, 2010, addinggillion in salaries and benefits
in 2010. The additional employees were added mdirmoe to build our infrastructure and supportdhewth strategy of the management team
added in 2009. Also, fifteen employees were adowed the two banks that we acquired in 2010. Iditioh, the management stock purchase
plan, incentive compensation items either througius or stock-based compensation and the supplaehexetcutive retirement plan for
Customers Bancorp’s Chief Executive Officer cante gffect in 2010. The management stock purchisegnd the SERP became vested in
July 2010 and $1.8 million and $2.5 million, resipesdy, were recorded for each plan during thedfjuarter of 2010.

Occupancy expense increased $636,000 as a resgening four new branches in Pennsylvania, Nesejeand New York. Technology,
communications and bank operations expense wasdifidn in 2010, an increase of $1.4 million or314% over $1.0 million in 2009 due to
the expansion of the Bank and employing technotoggervice customers in a proactive manner. Ouertiding and promotion expense
increased $816,000 in 2010 to $1.0 million for pnemotion of the new Bank strategy and missiontarglpport an increased market area.

Expenses related to professional services incre¢s®®% or $2.3 million to $2.8 million from $510@in 2009. This increase was primarily
attributable to legal expenses related to regulditings, the two FDIC assisted acquisitions aitigation related to one of our

vendors. Consulting fees increased to $507,0@010 from $193,000 in 2009 to add the specialtykadge and experience to support
management in our growth.

FDIC assessments, taxes and regulatory fees imct&9s8% or $721,000 to $1.6 million in 2010 fro89$,000 in 2009. This increase is
attributable to a broader deposit base and incsdaggemiums.

Impairment charges on other real estate ownedaser$285,000 to $635,000 in 2010 from $350,0@D09. This increase was primarily
attributable to deteriorating market values on essihite and increased other real estate ownech Wwoekout and other real estate owned
expenses increased 28% or $151,000 to $682,0001id fom $531,000 in 2009. This increase wastaitable to an increase of expenses
related to preparing properties for sale and arease of other real estate properties from thebiavik acquisitions in 2010. A portion of the
expenses on the other real estate owned coverext threlFDIC Loss Sharing Agreements are reimbuesiabin the FDIC, however, the
remaining 20% of the expense is absorbed by udDesember 31, 2010, there were eighteen propéehiédsve have acquired either through
acquisition or foreclosure of loans with a bookueabf $7.2 million. In addition, loan workout exgses increased due to additional problem
assets from the acquisitions of two failed bank®d&0 and a portion of the expenses incurred amgbrgsable from the FDIC.

Other expenses increased 50.0% or $324,000 to $30'2 2010 from $648,000 in 2009. This increass wrimarily attributable to increases
in appraisal expenses in connection with expansosts, director fees, and other miscellaneous esqmen

INCOME TAXES
For the years ended December 31, 2011 and .
The income tax provision was $1.8 million for treay ended December 31, 2011, compared to $4.dmflir the year ended December 31,
2010. The decrease in income tax provision wanguily due to the decrease in net income beforestat approximately $22.6 million. In
addition, the tax benefit from bank owned life iremce increased by approximately $423,000 dueg@tinchase of approximately $20.0

million of bank owned life insurance at the end®6.0. For additional information regarding ourdme taxes, refer to “Note 13 —Income
Taxes” in the consolidated financial statementsappg in Part Il, Item 8.
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For the years ended December 31, 2010 and .

The income tax provision is $4.7 million for theayeended December 31, 2010, compared to zerodoyahr ended December 31, 2009. The
increase in the income tax provision is primarilyedo the increase in net income before taxes foagmately $41.7 million. The income tax
provision reflects a provision for approximatelyl$3 million offset by a $6.6 million adjustmentreverse the deferred tax valuation allowa
previously recorded on the net deferred tax assetigh the second quarter of 2010. Due to the aitopris of USA Bank and ISN Bank and
estimated taxable income to be generated oveiféheflthe acquired assets, it is more likely tima that our net deferred tax asset will be
realized, accordingly, the valuation allowancesrded in 2010 and in the previous years were redersncome tax expense also increase(
to the expansion into various jurisdictions.

FINANCIAL CONDITION
GENERAL

Our total assets were $2.08 billion at Decembe2811. This represents a 52.0% increase from $illdn at December 31, 2010. The main
component of this change was a significant incré@asean volume. Our total liabilities were $1.8lion at December 31, 2011, up 52.0%
from $1.27 billion at December 31, 2010. The n@mponent of this change was due to increased deposl other borrowings.

On August 6, 2010, we purchased from Tammac a 81filion manufactured housing loan portfolio foparchase price of $105.8 million.
On September 30, 2011, we purchased from Tammag $diflion of manufactured housing loans and a %56terest only strip security with
an estimated value of $3 million secured by a pd&70 million of loans originated by Tammac. Tbé&al purchase price for these assets was
$13 million. These purchases and other similatfpliw purchases made by us in recent periods wppsrtunistic purchases and may not be
indicative of future strategies or purchases.

On September 17, 2011, we completed our acquisifi@erkshire Bancorp, Inc. (“Berkshire Bancorpiidaits subsidiary, Berkshire Bank
(collectively, “Berkshire”). Berkshire Bank mergedth and into the Bank immediately following theqaiisition. Berkshire Bancorp served
Berks County, Pennsylvania through the five brasafets subsidiary, Berkshire Bank.

On July 9, 2010 and September 17, 2010, we acqthieetbrmer USA Bank and ISN Bank in FDIC assigtadsactions that resulted in two
additional branches and expanded the our brandNiaw York and New Jersey to continue the growth these markets.

The following table sets forth certain key condehsalance sheet data:
December 31

2011 2010

(dollars in thousand:
Cash and cash equivale $ 73,57C $ 238,72:
Loans held for sal 174,99¢ 199,97(
Investment securities, available for s 79,131 205,82¢
Investment securities, heto-maturity 319,54° -
Loans receivable not covered under FDIC Loss Shakgreement: 1,216,26! 514,08
Total loans receivable covered under FDIC Loss ibakgreement: 126,27t 164,88!
Total loans receivable, net of the allowance fanland lease loss 1,327,50! 663,84
Total asset 2,077,53. 1,374,40
Total deposit: 1,583,18! 1,245,69!
Federal funds purchas 5,00( -
Total other borrowing 331,00( 11,00(
Subordinated det 2,00¢ 2,00¢
Total liabilities 1,929,78. 1,269,26'
Total shareholde’ equity 147,74¢ 105,14(

The following table sets forth a summary of assetguired and liabilities assumed from the formeAWBERNk and ISN Bank at their respective
acquisition dates (in thousands):

Total loans receivable, not covered under FDIC LSisaring Agreemen $ 1,44(
Total loans receivable, covered under FDIC LosgiBpahgreement: 174,66(
FDIC loss sharing receivabl 28,33}
Other real estate owned covered under FDIC LosarghAgreement: 4,64(
Total deposit: $ 251,23¢
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CASH AND DUE FROM BANKS

Cash and due from banks consists mainly of vash end cash items in the process of collectiores&lbalances totaled $7.8 million at
December 31, 2011. This represents a $1.4 miltiorease from $6.4 million at December 31, 20168esk balances vary from day to day,
primarily due to variations in customers’ depositth us.

INTEREST-EARNING DEPOSITS WITH BANKS

Our interest earning deposits consist mainly ofodé@p at the Federal Home Loan Bank of Pittsburfhese deposits totaled $65.8 million at
December 31, 2011, which is a $159.8 million desedfaom $225.6 million at December 31, 2010. Téelide of interest earning deposits v
primarily attributable to such deposits funding @irganic loan growth, acquisitions of BBI and Tanendaring the period ending December
2011, as well as purchases of higher yielding itmest securities. This balance varies from dayatp, depending on several factors, such as
variations in customers’ deposits with us and tagnpent of checks drawn on customers’ accounts.

FEDERAL FUNDS SOLD

Federal funds sold consist of overnight interbamiding through Atlantic Central Bankers Bank. Eheere no funds sold at December 31,
2011, compared to $6.7 million at December 31, 201i@is balance varies day-to-day, based uponhba-¢erm fluctuations in our net cash
position.

INVESTMENT SECURITIES

Our investment securities portfolio is an importantirce of interest income and liquidity. It catsiof U.S. Treasury, government agency and
mortgage-backed securities (guaranteed by an ag¥nbg United States government and non-agencsagteed), municipal securities,
domestic corporate debt, and asset-backed sesurltieaddition to generating revenue, we maintiagninvestment portfolio to manage interest
rate risk, provide liquidity, provide collateralrfother borrowings and diversify the credit riskeafrning assets. The portfolio is structured to
maximize net interest income, given changes irettemomic environment, liquidity position and balastieet mix.

Management determines the appropriate classifitaticecurities at the time of purchase. In acaocé with ASC 32@nvestments-Bebt anc
Equity Securitie, investment securities are classified as: (a@stwent securities held to maturity (“HTM”), whiahe classified as such based
on managemerg’intent and ability to hold the securities to mig§u (b) trading account securities, which are ¢lotiand held principally for tt
purpose of selling them in the near term; and €clsties available for sale (“AFS’\hich include those securities that may be sold:gpons

to changes in interest rates, changes in pre-payassnmptions, the need to increase regulatoryatapiother similar requirements. We do
not necessarily intend to sell our AFS securities,have classified them as AFS to provide flekiptio respond to liquidity needs.

At December 31, 2011, $79.1 million of our invesirngecurities were classified as AFS. This reprissa decrease of 61.6% from $205.8
million at December 31, 2010. The decrease waghadue to the sales of investment securitiesimal fstrong loan growth primarily due to
warehouse and manufactured housing lending. Umeebfjains and losses on AFS securities, althougluged from the results of operations,
are reported as a separate component of sharesicddglity, net of the related tax effect. At Dedwm31, 2011,we held $319.5 million of
investment securities that were classified as HTM.

The following table sets forth the amortized cdgthe investment securities at its last three figear ends:

December 31

2011 2010 2009
Available for Sale: (dollars in thousands
U.S. Treasury and government agen $ 1,00: $ 1,711 $ 43¢
Mortgagebacked securitie 55,81¢ 204,18: 39,31«
Asse-backed securitie 622 71¢ 84:
Municipal securitie 2,071 2,08¢ 4,04¢
Corporate bonds 20,00( - -

$ 79,511 % 208,70 $ 44,64(
Held to Maturity:

Mortgage-backed securities 319,54 - -
$ 319,54° $ - $ -
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For financial reporting purposes, available foesscurities are carried at fair value.

The following table sets forth information aboug tmaturities and weighted average yield on ourrigesiportfolio. Floating rate securities are
included in the “Due in 1 Year or Less” bucket. &are not reported on a tax equivalent basis.

December 31, 2011
Amortized Cost

No
(dollars in thousand: Specific
After 10 Fair
< lyr 1-5yrs 5-10 yrs yrs Maturity Total Value
Available for Sale
U.S. Treasury and governmen
agencies $ 1,002 - - - - $ 100z $ 1,001
Yield 1.3% - - - 1.3% -
Yield - - - - 2.01% 2.01% -
Asse-backed securitie 10C 40€ 77 39 - 622 627
Yield 1.5% 1.5¢% 1.848% 2.1€% - 1.65% -
Municipal securitie: - 2,071 - - - 2,071 2,00¢
Yield - 4.15% - - - 4.1%% -
Corporate bond - $ 20,00( - - - 20,00( 19,21%
Yield - 3.87% - - - 3.8 -
Total $ 1,102 $ 22477 $ 77 $ 39 $§ 5581t $ 79,51! $ 79,13
Yield 1.41% 3.85% 1.84% 2.1€% 2.01% 2.52%
December 31, 201
Amortized Cost
No
After 10 Specific
< lyr 1-5yrs 5-10 yrs yrs Maturity Total Fair Value
(dollars in thousand:
Held to Maturity
Agency Residential Mortgage-Backec
Debt Securitie: - - - - $ 319547 $ 319,540 $ 330,80¢
Yield - - - - 3.2(% 3.2(% -
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At December 31, 2011, we held $2.4 million in sé@&as that were impaired based on having a fain@dbwer than amortized cost for at least
twelve consecutive months. We consider these #igsuto be temporarily impaired primarily due tddrest rate changes and a lack of liqui
in the market. We do not intend to sell and, iniare likely than not, that we will not be requiredsell the securities prior to maturity or
market price recovery. Management believes thaetlseno other than temporary impairment of thesmisties as of December 31,

2011. $311.4 million and $2.1 million of investmieecurities were pledged at December 31, 20128m6, respectively. Securities are
pledged to the Federal Home Loan Bank of Pittsbtwdte used as collateral for borrowing purposekstarthe Federal Reserve for continge
liquidity planning purposes.

LOANS
The composition of net loans receivable at DecerBfieP011 and 2010 is as follows (dollars in thowls):
2011 2010 2009 2008 2007
Constructior $ 37,92¢ $ 50,96: $ - $ - $ -
Commercial real esta 51,61¢ 72,28: - - -
Commercial and industri 10,25¢ 13,15¢ - - -
Residential real esta 22,46¢ 23,82 - - -
Manufactured housin 4,01z 4,662 - - -
Total loan receivable covered under FDIC L
Sharing Agreements (a) 126,27¢ 164,88! - - -
Constructior 15,27: 13,38: 21,74: - -
Commercial real esta 352,63! 144,84 133,43 - -
Commercial and industri 69,17¢ 35,94 25,29( 188,19: 180,92¢
Mortgage warehous 619,31¢ 186,11« 16,43¢ - -
Manufactured housin 104,56! 102,92 - - -
Residential real esta 53,47¢ 28,96¢ 27,42: 8,59: 8,26(
Consume 2,211 1,581 5,52¢ 26,44¢ 24,84¢
Unearned origination (fees) costs, (389) 327 452 52C 53t
Total loan receivable not covered under FD&84

Sharing Agreements 1,216,26! 514,08 230,29¢ 223,75: 214,56¢
Allowance for loan and lease losses (15,032 (15,129 (10,032 (2,876 (2,460
Loans receivable, net $ 1,327,500 $ 663,84: $ 220,26t $ 220,87¢ $ 212,10¢

(a) Covered loans receivable acquired from the éordSA Bank and ISN Bank are covered under the ARISS Sharing Agreements over a
five to ten year period, depending upon the typloar.

Loans receivable, net increased $663.7 million fecember 31, 2010 to December 31, 2011. An ineref$433.2 million in the mortgage-
warehouse category, which we attribute to our ss&foéstrategy of expanding our warehouse lendiatiggm and that funded balances as a
percentage of commitments were unusually hights 2811, accounted for 65.3% of the total increddfe. expect that this short term market
anomaly will dissipate in the first half of 2012ver the long-term, we expect continued growthia business but expect a reduction in the
warehouse mix of total assets due to faster grawtheir loan portfolios. We expect warehouse mik make up about 25% of assets over
time which is down from 38% at December 31, 20liladdition, we also focused on our multi-familydasommercial real estate product line,
and as a result, the outstanding balance is thégjogy increased $207.8 million from December 3M,®@to December 31, 2011. Finally, in
September 2011, we acquired loans with a fair vafug98.4 million in the Berkshire Bancorp acqusit which consisted primarily of $55.7
million in commercial real estate loans.
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The following table sets forth certain categoriéfans as of December 31, 2011, in terms of cetiied maturity date:

Types of Loans
Constructior
Commercial real esta
Commercial and industrial

Total

Amount of such loans witt
Predetermined rate
Floating or adjustable rates

Total

* Includes covered and non-covered loans.

53

After one
but
within After
Within five five
one year years years Total
(dollars in thousands)
36,56¢ $ 11,92 $ 4,70z 53,19°
53,78¢ 136,02¢ 214,44( 404,25:-
15,43: 18,87¢ 45,124 79,43
105,78! $ 166,82 $ 264,26° 536,88
4598 $ 135,78¢ $ 127,26¢ 309,03
59,80: 31,04: 137,00: 227,84:
105,78! $ 166,82° $ 264,26° 536,88




CREDIT RISK

We manage credit risk by maintaining diversificatio our loan portfolio, by establishing and enfogerigorous underwriting standards, by
intensive collection efforts, and by establishimgl @erforming periodic loan classification reviewdanagement also attempts to anticipate
allow for credit risks by maintaining an adequdteveance for loan and lease losses, to which cledges are charged as they are incurred, an
to which provisions are added periodically as managnt and the board of directors deem appropriate.

The provision for loan losses was $9.5 million, #1@illion, and $11.8 million for the years endeddember 31, 2011, 2010, and 2009,
respectively. The allowance for loan and leassdssvas $15.0 million, or 1.24% of total non-coddmans, at December 31, 2011 and $15.1
million, or 2.94% of total non-covered loans, atBmber 31, 2010. Net charge-offs were $9.5 milfarthe year ended December 31, 2011,
an increase of $4.3 million compared to the $5.Hanifor the year ending December 31, 2010. Iditdn, we have approximately $126.3
million in loans that are covered under loss slaarangements with the FDIC as of December 31, 20bipared to $164.9 million as of
December 31, 2010.

The chart below depicts Customers Bancorp’s all@gdaor loan and lease losses for the periods itefica

December 31
2011 2010 2009 2008 2007

(dollars in thousands

Balance of the allowance at the beginning of ther $ 15,12¢ % 10,03 $ 2,87¢ $ 2,46( $ 2,02¢
Loan charge-offs

Constructior 1,17¢ 1,21¢ 92C 10C -
Commercial real esta 5,77 964 2,597 79 -
Commercial and industris 2,54: 1,69¢ 1,08( - 9
Residential real esta 10¢ 1,36¢ - 1 -
Consumer and otht 55 22 33 15 5
Total Charg-offs 9,661 5,26t 4,63( 19t 14
Loan recoveries

Constructior 2 - - - -
Commercial real esta 94 - - - -
Commercial and industri 11 6 8 - 1
Residential real esta - 9 - -

Consumer and othi 7 - - - -
Total Recoverie 114 15 8 - 1
Total net charge-offs 9,547 5,25( 4,622 19t 13
Provision for loan losses 9,45( 10,397 11,77¢ 611 444
Transfer (1) - (50) - - -
Balance of the allowance for loan and lease lossa<

the end of the year $ 15,03 $ 15,12¢  $ 10,03: $ 2,87¢ 3 2,46(

Net charge-offs as a percentage of average n-
covered loans 1.1% 1.0(% 2.05% 0.0<% 0.01%

(1) In 2010, we had a reserve of $50,000 for unéahcommitments previously included in the allowafigdoan and lease losses. The reserve
for unfunded loan commitments was reclassifiedtk@oliabilities.

The accrual of interest is generally discontinudemthe contractual payment of principal or intehes become 90 days past due or when
management has doubts about further collectalofifyrincipal or interest, even though the loanugrently performing. A loan may remain on
accrual status if it is in the process of collectémd is well secured. When a loan is placed onaszrual status, unpaid interest credited to
income is reversed. Interest received on non-attwaas is applied against principal until all gripal has been repaid. Thereafter, interest
payments are recognized as income until all unjpégtest has been received. Generally, loansestened to accrual status when the
obligation is brought current and has performeddoordance with the contractual terms for a mininairsix months and the ultimate
collectability of the total contractual principal@interest is no longer in doubt.
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The allowance for loan and lease losses is basedpaniodic evaluation of the loan portfolio andnaintained at a level that management
considers adequate to absorb potential losseslo#ik are assigned risk ratings, based on ansassatsof the borrower, the structure of the
transaction and the available collateral and/orgniges. All loans are monitored regularly andritleratings are adjusted when

appropriate. This process allows us to take ctiweactions on a timely basis. Management comsidevariety of factors, and recognizes the
inherent risk of loss that always exists in thediag process. Management uses a disciplined melbgyl to estimate the appropriate level of
allowance for loan and lease losses. Managemeisiwed various factors to develop an aggregatavessmder ASC 450-1Contingencies
(general reserve).The ALLL methodology determirressfair value on impaired loans and utilizes ostdrical loss experience to project losses
in the foreseeable future for performing loanse S&sset Quality” below.

This methodology includes an evaluation of losgptél from individual problem credits, as wellatticipated specific and general economic
factors that may adversely affect collectabilifyhis assessment includes a review of changes ioamposition and volume of the loan
portfolio, overall portfolio quality and past losgperience, review of specific problem loans, aurexonomic conditions that may affect
borrowers’ ability to repay, and other factors tirety warrant current recognition. In addition, sternal and external auditors, loan review
auditors and various regulatory agencies perioical/iew the adequacy of the allowance as an matqgart of their examination

process. Such agencies may require us to recogdiitons or reductions to the allowance basethein judgments of information available
the time of their examination.

Approximately 75-80% of our commercial real estatanmercial and residential construction, consurasidential and commercial and
industrial loan types have real estate as collb(ecdectively, “the real estate portfolio”)Our lien position on the real estate collateral walry
on a loan by loan basis. Current appraisals aved when our credit group determines that thesfand circumstances have significantly
changed since the date of the last appraisal,dimguthat real estate values have deterioratee cfédit committee and loan officers review
loans that are fifteen or more days delinquentalhdonaccrual loans on a periodic basis. In aolditoans where the loan officers have
identified a “borrower of interestire discussed to determine if additional analysigeicessary to apply the risk rating criteria prigpeThe risk
ratings for the real estate loan portfolio are dateed based upon the current information availablguding but not limited to discussions
with the borrower, updated financial informationperomic conditions within the geographic area atheiofactors that may affect the cash f
of the loan. On a quarterly basis, if necesdhig/ collateral values or discounted cash flow modet used to determine the estimated fair
value of the underlying collateral for the quatfiion of a specific reserve for impaired loangpraisals used within this evaluation process
do not typically age more than two years beforew appraisal is obtained. For loans where reatess not the primary source of collateral,
updated financial information is obtained, inclugisccounts receivable and inventory aging repartisralevant supplemental financial data to
determine the fair value of the underlying collater

An unallocated component is maintained to coveretlamties that could affect managemsrgstimate of probable losses. The unalloc
component of the allowance reflects the margimgdriecision inherent in the underlying assumptioseduin the methodologies for estima
specific and general losses in the portfolio.

These evaluations, however, are inherently subjeets they require material estimates, includingprag others, the amounts and timing of
expected future cash flows on impaired loans, egtthlosses in the loan portfolio, and general anofor historical loss experience,
economic conditions, uncertainties in estimatirgsés and inherent risks in the various credit plo, all of which may be susceptible to
significant change. Pursuant to ASC 45@ntingenciesand ASC 310-40roubled Debt Restructurings by Creditamgpaired loans, consisting
of non-accrual and restructured loans, are consitierthe methodology for determining the allowafarecredit losses. Impaired loans are
generally evaluated based on the expected futste ftavs or the fair value of the underlying codlit! if principal repayment is expected to
come from the sale or operation of such collateral.

The following table shows how the allowance fom@and lease losses is allocated among the vamaunsgortfolios that we have outstanding.
This allocation is based on management’s spedafiew of the credit risk of the outstanding loamtfmios in each category as well as
historical trends.

December 31

2011 2010 2009

Percent Percent of Percent of

of Loans Loans in Loans in

in each each each

category category to category

to total total to total

Amount loans (& Amount loans (& Amount loans
(dollars in thousand:

Constructior $ 4,65¢ 31.% $ 2,12¢ 7.7% $ 2,34¢ 9.5%
Commercial real esta 7,03( 47 .1% 6,28( 32.™% 4,87¢ 58.(%
Commercial and industrii 1,441 9.6% 1,667 8.7% 1,35(C 11.%
Residential real esta 844 5.6% 3,98¢ 7.8% 1,28¢ 19.1%
Consumer and otht 77 0.5% 11 0.1% 75 2.4%
Mortgage warehous: 92¢ 6.2% 46E 27.1% — —%
Manufactured housin( 1 0.0% — 15.2% — —%
Unallocatec 54 — 59¢ — 10C —

$ 15,03: 100.(% $ 15,12¢ 100.(% $ 10,03: 100.(%
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December 31

2008 2007
Percent of Percent of
Loans in Loans in
each each
category to category to
total total
Amount loans Amount loans
(dollars in thousands
Constructior $ 60€& 15.8% $ 352 16.2%
Commercial real esta 85¢ 53.2% 757 34.2%
Commercial and industrii 532 15.1% 551 20.1%
Residential real esta 69¢€ 12.2% 724 27.%
Consumer and otht 32 3.€% 44 1.€%
Mortgage warehous — — — —
Manufactured housin( — — — —
Unallocatec 152 — 32 —
$ 2,87¢ 100.(% $ 2,46( 100.(%

(a) Total loans include covered and non-covereddoa 2011 and 2010. No covered loans were hédd for 2010.
ASSET QUALITY

We had impaired loans totaling $57.8 million at Braber 31, 2011, compared to $44.6 million at Deaamndh, 2010. Non-accrual non-
covered loans totaled $38.9 million at December2B1,1, up from $22.2 million at December 31, 20¥%e had net chargeffs of $9.5 million
in 2011, compared with $5.3 million in 2010. Wellracoveries of $114,000 in 2011, compared with@1®in 2010. There was $7.3 million
and $1.9 million of non-covered other real estateed as a result of foreclosure or voluntary trang$ us at December 31, 2011 and 2010,
respectively.

To better understand our asset quality and rel@®selve adequacy, we break our loan portfolio wim categories; loans that we originated
loans that were acquired. Management believegthirsadditional information will allow investors better understand the risk in our portfolio
and the various types of credit reserves thateaéable to support loan losses in the future.g@ated loans are supported with allowance for
loan and lease loss reserves (“ALLL"). Acquiredns are supported with ALLL, non-accretable diffeefair value marks and cash reserves
as described below.

Originated Loans

Loans that the Bank has originated totaled $1.1@bias of December 31, 2011 or about 77% of tlahs. Of these, $141.4 million were
loans originated prior to September 2009 (“Legaogns”), when the new management team lead by déy Sitroduced new underwriting
standards that management believes are more catisetvThe loans originated prior to Septembero2@@ve $34.6 million of NPAs or 99%
of total NPAs for originated loans. Loans origehifter September 2009 which total approximat&lp% billion, have only $244,000 of
NPAs.

The high level of NPLs in the Legacy Loan portfal&2% NPL / Loans) are supported with $6.0 millafireserves or about 4.4% of total
Legacy Loans. The newly originated portfolio isrgwised of $619.3 million of warehouse loans an@d3$Q million of mortgages held for
sale. Held for sale loans are carried on our lc@l@heet at fair value so no ALLL is needed. Ledsevarehouse lending have historically
been very low and therefore the ALLL / warehouskis 0.15%. Commercial loans and multifamilynk#otaled $237.2 million, which are
supported with $2.0 million of ALLL. Consumer amibrtgage loans totaled $21.0 million, which arepsarped by $170,000 of ALLL.
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Non

Accrual Restructured NPL's NPL/  NPA/
Loan Type Total Loan  Current 30-90 1 2 (1) OREO NPA  Loans (Loans
(b) +(c)t +

(@) (b) (©) (d) (d) OREO)
Originated Loans
Legacy $ 141,37( $ 109,07 $ 1,17: $28,47: $ 2,65C $ 31,12 $ 3,45¢ § 34,58: 22.02% 23.8%%
Manufactured Originate $ 1311 $ 1,29 $ 14 % - $ - 9 - 3 - ¢ - 00%  0.0(%
Warehoust Repo $ 619,31¢ $ 619,31¢ $ - % - $ - $ -3 =5 - 0.0(% 0.0%
Warehous- HFS $ 174,99¢ $ 174,99¢ $ - 8 - $ - $ - $ - ¢ - 00%  0.0(%
MultiFamily $ 7493( $ 74,93( $ -9 - $ - $ -9 -3 - 00% 0.0%
Commercial Originate
Post 09/200! $ 162,27¢ $ 161,70' $ 33C $ 244 $ - $ 244 % -$ 244 01% 0.1%%
Consumer/ Mortgag
Originated Post 09/20C  $§ 19,73 § 19,73 $ - $ - $ - $ - $ 5 - 0.0(% 0.0(%
Total Originated Loans $1,193,94. $1,161,05 $ 1,51¢ $28,717 $ 2,65C $ 31,367 $ 3,45¢ ¢ 34,82t 2.6°%  2.91%
Acquired Loans
Berkshire $ 96,80 $ 85537 $ 1,12« $10,14¢ $ - $ 10,14¢ $ 3,811 ¢ 13,95¢ 10.48&% 13.8%%
Total FDIC- Coverec $ 138,20t $ 80,817 $ 4,76¢ $52,62( $ - $52,62( $ 6,165 ¢ 58,78: 38.0% 40.7%
Total FDIC- Non Coveret $ 41 $ 30 $ 7% 4 % - $ 4 % -3 4 10.6(% 10.6(%
Manufactured Housing
2010 $ 9439 $ 8996: $ 3,451 $ - $ 98z $ 982 $ - $ 98z 108 1.04%
TAMMAC 2011 $ 1767 $ 8867 $ 1,768 $ 7,04C $ - $ 7040 $ 48 ¢ 7,08 39.8%% 40.0(%
Total Acquired Loans $ 347,11° $ 265,20¢ $11,11¢ $69,81( $ 98z $ 70,79: $10,02! ¢ 80,81 20.3%% 22.62%
Unallocatec $ 29 $ 29 $ - 9 - $ - $ - $ S =
Subtotal Portfolio $1,541,08 $1,426,29! $12,63: $98,527 $ 3,632z $102,15¢ $13,48. $115,64 6.63%  7.4%
Fair Value/Acquisitior
Credit Marks/Fasb &
Deferred Fees/Expens $ 23547 $§ 8957 $§ 14: $14,447 $ - $ 1444 % - $ 14,44,
Total Portfolio $1,517,541 $1,417,331 $12,49( $84,08( $ 3,632 $ 87,71 $13,48. $101,19:

(1) Amount is gross of credit mark.

Acquired Loans

As of December 31, 2011, we carried $347.1 milbdacquired loans which is 23% of total loans. Wheans are acquired, they are recorded

on the balance sheet at fair value. Acquired ldgaciside purchased portfolios, FDIC failed bankwsijions and unassisted acquisitions. A
December 31, 2011, (i) 28% of acquired loans amnfthe Berkshire Bancorp acquisition, (ii) 40% ofjaired loans are from FDIC assisted

acquisitions, which have loss share protection&0% of credit losses are covered by the FDIC, @&)®2% of acquired loans were purchased

from Tammac which is a consumer finance compam@b 8f the loans purchased from Tammac are suppbyted$6.5 million cash reserve

which is maintained in a demand deposit accoutiteaBank. All losses and delinquent interest argeped with this reserve. We estimate that

this cash reserve will be adequate to cover futsses and delinquent interest over the life ofptbetfolio.

Most of the acquired loans were purchased at adigc The price paid factored in management’sijueligt on the credit and interest rate risk

inherent in the portfolio at the time of purchageiery quarter, management reassesses the riskdjunsts the fair value to incorporate changes

in the credit outlook. Total NPAs in the acquipattfolio were $80.8 million, or 70% of total NPAST this total, 73% have FDIC loss share
protection (80% FDIC coverage of losses). At DelsenB1, 2011, the FDIC covered loans had $5.8amillif ALLL and $11.7 million of non-
accretable difference fair value marks to suppare credit losses. 17% of NPAs are from loamgigied from Berkshire, while 10% are frc

Tammac acquired loans.

Acquired loans have significantly higher non-penforg assets than loans originated after Septentz9.2Management acquired these loans

with the expectation that losses will be elevated therefore incorporated that expectation intoptiee paid. Management also created a
Special Assets group whose sole purpose is to wbtkese acquired non-performing assets.
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Total Non- Total

Loan Type Loans Accretable Cash Credit Reserve! Reserve!
(Dollars in 000's) ALLL Difference Reserve Other Reserve:! / Loans / NPL
Originated Loans

Legacy $ 136,890 $ 6,01¢ $ - $ - 8 - $ 6,01¢ 4.4(% 19.3%%
Manufactured Originate $ 1,311 $ 1 3 - 3 - 8 - $ 1 0.1(% 0.0(%
Warehouse Repo $ 619,31t $ 92¢ % - 3 - 9 - $ 92¢ 0.15% 0.0(%
Warehous- HFS $ 174,99¢ $ - 8 - 3 - 8 - $ - 0.0(% 0.0(%
MultiFamily $ 7493 $ 674 $ $ - 3 - $ 674 0.9(% 0.0(%
Commercial Originated Pa

09/2009 $ 166,75 $ 134! $ - 3 - 8 - $ 1,34: 0.81% 550.2(%
Consumer/ Mortgage

Originated Post 09/20(C $ 19,73« § 17C  $ - $ - 9 - $ 17C 0.8€% 0.0(%
Total Originated Loans $1,19394 $ 9,13¢ $ - $ - 9 - $ 9,13¢ 0.77% 29.1%%
Acquired Loans

Berkshire $ 96,80 $ - $ 357t ¢ - 9 - $ 357¢ 3.7(% 35.21%
Total FDIC- Coverec $ 138,20¢ $ 584: $ 11,70¢ $ - 3 - $ 17,54 12.6%% 33.3%
Total FDIC- Non Covere( $ 41 - $ - $ - 3 - $ - 0.0(% 0.0(%
Manufactured Housing 20. $ 94,39t $ - $ - $ 653 % - $ 6,53 6.92% 665.5%
TAMMAC 2011 $ 17,67¢ $ - $ 8251 $ - 9 - $ 8,257 46.6%% 117.1%
Total Acquired Loans $ 347,117 ¢ 5842 $ 2353. $ 653¢ $ - $ 35,90¢ 10.34% 50.72%
Un- allocatec $ - $ 54 $ - $ - $ - 3 54 0.0(% 0.0(%
Total Portfolio $1,541,08 ¢ 1503: $ 2353. $ 653¢ $ - $ 45,09¢ 2.92% 44.1%

Loans not covered under loss sharing arrangem

The tables below set forth non-covered non-perfogibans and non-performing assets and assetyatiibs at December 31, 2011, 2010,
2009, 2008 and 2007:

December 31

2011 2010 2009 2008 2007
(dollars in thousand:
Non-accrual loan: $ 38,86¢ $ 22,27 $ 10,34: $ 4387 $ 2,05¢
Loans 90+ days delinquent still accrul - 5 4,11¢ 1,58¢ 11
Restructured loar 6,26¢ 4,77¢ 4,69( 1,20 -
Non-performing no-covered loan 45,131 27,05t 19,15( 7,17¢ 2,06¢
OREO 7,31¢€ 1,90¢ 1,15¢ 1,51¢ -
Non-performing no-covered asse $ 52,45! $ 28,96, $ 20,30 $ 8,69/ $ 2,06¢

December 31

2011 2010 2009 2008 2007

Non-accrual no-covered loans to total n-covered
loans 3.2(% 4.3%% 4.4% 1.96% 0.9€%
Non-performing no-covered loans to total n-
covered loan 3.71% 5.2% 8.32% 3.21% 1.62%
Non-performing non-covered assets to total non-cove
asset: 2.7(% 2.41% 5.81% 3.17% 1.28%
Non-accrual non-covered loans and 90+ days delinqt

to total nol-covered asse 2.00% 1.9%% 4.1%% 2.1&% 0.7€%
Allowance for loan and lease losses

Total nor-covered loan 1.24% 2.9/% 4.3€% 1.2% 1.15%

Non-performing no-covered loan 33.3(% 55.92% 52.3% 40.08% 118.9(%

Non-performing no-covered asse 28.66% 52.2%% 49.4% 33.08%% 118.9(%
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The table below sets forth types of non-coveredddhat were non-performing at December 31, 2001022009, 2008 and 2007.

December 31

2011 2010 2009 2008 2007
(dollars in thousand:
Constructior $ 6,18 $ 4,67 $ 283t $ 1,44: $ 1,46¢
Residential real esta 3,55¢ 1,79: 672 35C -
Commercial real esta 31,48¢ 15,87¢ 14,78¢ 5,23: 411
Commercial and industri 3,872 4,67: 721 15C 17z
Consumer and other 40 5 13€ - 17
Total non-performing loans $ 45,137 $ 27,02 $ 19,15( $ 7,17 $ 2,06¢

We seek to manage credit risk through the diveifn of the loan portfolio and the applicatiorpolicies and procedures designed to foster
sound credit standards and monitoring practicebile¥arious degrees of credit risk are associat¢ill substantially all investing activities, t
lending function carries the greatest degree céml loss.

Asset quality assurance activities include cargfahitoring of borrower payment status and a revaéworrower current financial information
to ensure financial strength and viability. We dé@stablished credit policies and procedures, gexekonsistent application of those policies
and procedures across the organization, and gutplistes as appropriate for changes in market d¢mrdi and applicable regulations. The risk
elements, which comprise asset quality, includedgaast due, non-accrual loans, renegotiated logims; real estate owned, and loan
concentrations.

All loans are assigned risk ratings, based on aesasnent of the borrower, the structure of thestiation and the available collateral and/or
guarantees. All loans are monitored regularly #edrisk ratings are adjusted when appropriatds process allows us to take corrective
actions on a timely basis.

A regular reporting and review process is in placprovide for proper portfolio oversight and cahtiand to monitor those loans identified as
problem credits by management. This process igued to assess our progress in working towardwdisn, and to assist in determining an
appropriate specific allowance for possible loss&éloan work out situations involve the activarticipation of management, and are reported
regularly to the Board.

Loan charge-offs are determined on a case-by-asis.bLoans are generally charged off when praidgplikely to be unrecoverable and after
appropriate collection steps have been taken.

Loan policies and procedures are reviewed intgrriatl possible revisions and changes on a regualsisb In addition, these policies and
procedures, together with the loan portfolio, @é@ewed on a periodic basis by various regulatggnaies and by our internal, external and
loan review auditors, as part of their examinatiod audit procedures.

Nonperforming loans and assets covered under FOI€sLSharing Agreements

The tables below set forth non-accrual covereddaard non-performing covered assets covered uridl€l Eoss Sharing Agreements at
December 31, 2011 and 2010 (in thousands).

December 31

2011 2010
Non-accrual covered loar $ 4521 $ 43,45¢
Covered other real estate owr 6,16¢€ 5,34.
Total nonperforming covered assets $ 51,37¢ $ 48,79¢

The table below sets forth the types of coveredddhat were non-performing at December 31, 20812810 (in thousands).

December 31

2011 2010
Constructior $ 21,48 $ 21,78:
Residential real esta 5,53¢ 4,015
Commercial real esta 17,66¢ 15,67¢
Commercial and industris 37¢ 1,79(C
Manufactured housin 15E 191
Total non-performing covered loans $ 4521: $ 43,45«
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FDIC LOSS SHARING RECEIVABLE

As of December 31, 2011, 9.41% of the outstandnngcipal balance of loans receivable and 45.74%uwfother real estate assets were
covered under loss share agreements with the Rb¥hich the FDIC has agreed to reimburse us for 80%l losses incurred in connection
with those assets. We estimated the FDIC reimbuesé that will result from losses or expenses iredias we dispose of covered loans and
other real estate assets, and we recorded theagstas a receivable from the FDIC. The FDIC Itssiag receivable was approximately $13.1
and $16.7 million as of December 31, 2011 and 2644pectively. Realized losses in excess of attguiglate estimates will result in an
increase in the FDIC receivable for loss shareaagemts. Conversely, if realized losses are less @élcquisition date estimates, the FDIC loss
sharing receivable will be reduced. The discoumthe FDIC receivable is accreted into noninteirgstme using the level yield method over
the estimated life of the receivable, includingraates of the timing of cash flow receipts anddisposition of non-performing assets.

PREMISES AND EQUIPMENT AND OTHER ASSETS
Our premises and equipment, net of accumulatecedigtion, was $9.4 million and $4.7 million at Deder 31, 2011 and 2010, respectively.

Our restricted stock holdings at December 31, 20id December 31, 2010 were $21.8 million and $4lim respectively. These consist of
stock of the Federal Reserve Bank, Federal Home Baak and Atlantic Central Bankers Bank, and atpiired as part of our relationship
with these banks.

We owned BOLI of $29.3 million and $25.6 million@ecember 31, 2011 and 2010, respectively. Cashfflom these policies will occur
over an extended period of time and flow through-imgerest income. We periodically review the dénedrthiness of the insurance companies
that have underwritten the policies. The casheswler values of the policies appear on our balaheet and are subject to full regulatory
capital requirements.

Other assets increased to $14.1 million at Dece®bg2011 from $7.6 million at December 31, 20Tis increase primarily was the result of
an increase in accrued interest receivable asuit ifshe loans acquired from Berkshire Bancorgd ar$4.1 million in deferred tax asset rele
to the Berkshire Bancorp acquisition.

DEPOSITS
We offer a variety of deposit accounts, includihgeking, savings, money market and time depo§ieposits are obtained primarily from our
service area. Total deposits grew to $1.58 bilabbecember 31, 2011, an increase of $337.5 mjlbo 27%, from $1.25 billion at December
31, 2010, primarily from deposits acquired from Berkshire Bancorp acquisition and strong moneyketagdeposit initiation in the second h
of 2011. We introduced many new initiatives tor@ase our deposits that continued through 2011les$@anagement practices were
introduced along with new marketing and pricin@gtgies.
The components of deposits were as follows at #tesdndicated:

December 31

2011 2010
(in thousands
Demand, no-interest bearin: $ 114,04 $ 72,26¢
Demand, interest bearir 739,46: 387,01
Savings 16,92: 17,64¢
Time, $100,000 and ow 408,85: 434,45
Time, other 303,90’ 334,30
Total deposit $ 1,583,18 $ 1,245,69

Total time deposits decreased $56.0 million, of4,.® $712.8 million at December 31, 2011 compaoedi768.8 million at December 31,
2010. Time deposits of $100,000 or more were $1a8llion at December 31, 2011 compared to $434lbom at December 31, 2010, a
decrease of $25.6 million or 5.9%. We had no bre¢teleposits at December 31, 2011 compared to $4ilion at December 31,

2010. During this period, non-interest bearing dachdeposits increased $41.7 million, or 57.8%41tb4.0 million from $72.3

million. Interest bearing demand deposits incrd&252.5 million, or 91.1%, to $739.5 million frad387.0 million. The majority of this
increase was in money market accounts that incdetas®702.4 million at December 31, 2011 from $87#8illion at December 31,

2010. Savings deposit accounts decreased $72H0a® %, to $16.9 million at December 31, 201hfr$17.6 million.
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At December 31, 2011, the scheduled maturitiegmed tleposits greater than $100,000 are as followth¢usands):

3 months or les $ 62,74
Over 3 through 6 montt 56,60:
Over 6 through 12 montt 144,76!
Over 12 months 144,74:

OTHER BORROWINGS

Borrowed funds from various sources are generalgduo supplement deposit growth. There were 3mand $0 of Federal funds
purchased as of December 31, 2011 and 2010, résggctFederal funds typically mature in one da&yn increase in mortgage warehouse
funding has increased the need for us to borrowrigiet funds. FHLB overnight advances totaled $82aillion and $0 as of December 31,
2011 and 2010, respectively. We also had contahataturities of fixed rate long-term advances ated below as of December 31, 2011 and
2010 (in thousands):

2011 2010
Amount Rate Amount Rate
2013 $ 1,00C 3.7% $ 1,00C 3.7%%
2017 5,00( 3.0¢ 5,00( 3.0¢
2018 5,00( 3.31 5,00( 3.31
$ 11,00( $ 11,00(

SUBORDINATED DEBT

In June 2004, we issued $2.0 million in floatinteraubordinated debt that matures on July 23, 20h& quarterly interest rate at December
31, 2011 was 3.17%. Currently, 40% of this submatiid debt is included in Customers Bank and CustefBancorp’s Tier Il regulatory
capital requirement.

We issued a subordinated term note during theaguarter of 2008. The note was issued for $110omiat a fixed interest rate of 7.50% per
annum. Quarterly interest payments are made smute in January, April, July and October. Themveas converted to common stock in the
third quarter of 2009 due to a significant chargeur board of directors, which triggered a chaingeontrol event.

PREFERRED STOCK

As part of the Berkshire Bancorp acquisition in teember 2011, we exchanged outstanding BerkshireP8Rares Series A and Series B
preferred shares for 2,892 shares of the SerielsaheS of Customers Bancorp, having a liquidatieigrence of $1,000 per share, and 145
shares of the Series B Shares of Customers Baraismphaving a liquidation preference of $1,000g&res. On December 28, 2011, we
repurchased these preferred shares from the UeSsiliry for $3.0 million.

SHAREHOLDERS’ EQUITY

Shareholders’ equity increased to $147.7 milliobetember 31, 2011 from $105.1 million at Decen83er2010. The increase primarily was
due to capital raises totaling $28.5 million in 20the net effect of the Berkshire Bancorp acqoisiof $11.3 million, offset by the repurchase
of $3.0 million in TARP-related preferred stockorrdditional details relating to changes in owarsholders’ equity, refer to the Statements of
Changes in Shareholders’ Equity and Note 10 — $loéders’Equity presented in Part Il, ltem 8. Financial 8taénts and Supplementary D:

PRIVATE OFFERINGS OF COMMON STOCK

Since January 1, 2009, we raised approximately 8l®@lion of capital, net of offering costs, thighuseveral private offerings of our
securities. In the aggregate, we issued 6,64404res of Voting Common Stock and 3,090,076 shar€tass B Non-Voting Common Stock
pursuant to these private offerings. Several efitivestors in these offering were deemed “leadstors,” which entitled them to certain
registration rights, pre-emptive rights and antisiibn rights. In addition, as part of the privatiferings, the lead investors, along with certain
other investors received anti-dilution agreementsiging them with protection from dilution until &ch 31, 2011. Except as noted below
with respect to the September, 30, 2011 privategpteent, all of these contractual rights acquirethlege investors have expired or we have
performed our required obligations, and these siginé no longer in force or effect. In additiormsoof these purchasers also received warrants
in connection with their investment in us.
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In connection with a private placement sale of @29,shares of Voting Common Stock and 565,848 shar€lass B Non-Voting Common
Stock to an accredited investor on September 301,20e granted this investor with piggyback regitstn rights entitling such investor to
register all of his registrable securities as p&eny public offering of common stock by CustomBesicorp.

We have also changed our capital structure sin68 pOrsuant to certain private exchange transaxtiém addition to the exchange described
above under “Preferred Stock,” in conjunction witlr 2009 private offering, in July 2009 all shaoé40% Series A Non-Cumulative
Perpetual Convertible Preferred Stock issued ir2€0@9 private offering were exchanged for 59,388 e of our Voting Common Stock at an
average per share price of $16.50 per share, 46d 8yarrants to purchase our Voting Common Stoclnatxercise price of $16.50 per
share. We also anticipate that from time to tineenaay offer to convert the Class B Non-Voting Stotk Voting Common Stock on a one-to-
one basis; provided, however, this conversion wbeldnly be to the extent the holder would not @rgater than 4.9% of our outstanding
Voting Common Stock after conversion.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity for a financial institution is a measuréthat institution’s ability to meet depositor®eds for funds, to satisfy or fund loan
commitments, and for other operating purposes.ulimg adequate liquidity is an objective of the dtgsiability Management process. We
coordinate our management of liquidity with oueirst rate sensitivity and capital position. Wasstto maintain a strong liquidity position.

Our investment portfolio provides periodic castwidothrough regular maturities and amortization, eal be used as collateral to secure
additional liquidity funding. Our principal sourcef funds are proceeds from stock issuance, dsppsincipal and interest payments on lo
and other funds from operations. We also mairttaimowing arrangements with the Federal Home LoankBand the Federal Reserve Ban
Philadelphia to meet short-term liquidity needss ok December 31, 2011, our borrowing capacity withFederal Home Loan Bank was
$571.3 million of which $320 million was used inostiterm borrowings. As of December 31, 2011, lmrrowing capacity with the Federal
Reserve Bank of Philadelphia was $72 million.

Our operating activities provided $29.9 million amkd $221.5 million for the years ended DecembeRB11 and 2010, respectively.

Investing activities used $760.5 million and $3488lion for the years ended December 31, 20112061D, respectively. This increase was
primarily due to the higher volume of investmentigities transactions and an increase in loan iactprimarily mortgage warehouse loans, in
2011 compared to 2010.

Financing activities provided $565.4 million and4$72 million for the years ended December 31, 2801d 2010, respectively. The decrease
was primarily due to increased growth of depodit$215.2 million in addition to an increase in dhi@rm borrowed funds of $325.0 million in
2011.

Overall, based on our core deposit base and ala#alirces of borrowed funds, management belidatsste have adequate resources to meet
our short-term and long-term cash requirementsimitie foreseeable future.

CAPITAL ADEQUACY

The Board of Governors of the Federal Reserve 8yhtes adopted risk-based capital and leveragenedigrements for bank holding
companies like Customers Bancorp and banks likedthess Bank that are members of the Federal ReSystem. The Pennsylvania
Department of Banking also sets minimum capitalinegnents. At December 31, 2011 and 2010, Cust®Bancorp met each of its minimu
capital requirements. Management believes thavadd be deemed “well capitalized” for regulatonyrposes as of December 31, 2011 and
2010. Banking regulators have discretion to eighlaln institution’s classification based on otfagtors, in addition to the institutionhumeris
capital levels.

Management is not aware of any developments thet becurred and that could, or would be reasonigd#ly to, cause our classification to be
reduced below a level of “well capitalized” for rdgtory purposes. Our capital classification isedmined pursuant to “prompt corrective
action” regulations, and to determine levels ofapinsurance assessments, and may not constittaecurate representation of our overall
financial condition or prospects. The followingple summarizes the required capital ratios anadtheesponding regulatory capital position:
Customers Bancorp and Customers Bank for the pedodates indicated:
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To Be Well Capitalized

Under
Prompt Corrective
For Capital Adequacy Action
Actual Purpose:! Provision
Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2011
Total capital (to risk weighted asse
Customers Bancol $ 162,22¢ 11.4% $ 113,50 > 8.C% N/A N/A
Customers Ban $ 157,22¢ 11.0¢% $ 113,50 > 8.0 $% 141,88(> 10.%
Tier 1 capital (to risk weighted asse
Customers Bancol $ 146,39 10.3% $ 56,75. > 4.C% N/A N/A
Customers Ban $ 141,39 99% $ 56,75% > 4.C% $ 85,12¢ > 6.C%
Tier 1 capital (to average asse
Customers Bancol $ 146,39 75% $ 77,16¢ > 4.(% N/A N/A
Customers Ban $ 141,39 73% $ 77,16¢ > 4.(% $ 96,457 > 5.C%
As of December 31, 201(
Total capital (to rislweighted asset: $ 11514 21.1% $ 43,57 > 8.C% $ 53,46:> 10.(%
Tier 1 capital (to rislweighted asset: $ 107,03t 19.7% $ 21,557 > 4C%$ 3233> 6.%
Tier 1 capital (to averacassets $ 107,03¢ 8.7% $ 49,39 > 4.C% $ 61,74° > 5.C%

As our assets grow, our capital ratios decreas@eheral, in the past few years, balance sheettlgrioas been offset by earnings and increases
in capital from sales of common stock and growtkhefallowance for loan and lease losses.

We do not presently have any commitments for siggnilt capital expenditures. We are unaware ofcamgent recommendations by the
regulatory authorities which, if they were to beplemented, would have a material effect on ouridiify, capital resources, or operations.

The maintenance of appropriate levels of capitahismportant objective of our Asset and Liabilianagement process. Through our initial
capitalization and our subsequent offerings, wéelelwe have continued to maintain a strong capitaltion. Management also believes that,
under current requirements and regulations, wemét our minimum capital requirements for the $eemable future.

OFF-BALANCE SHEET ARRANGEMENTS

We are a party to financial instruments and otloenmitments with off-balance sheet risks. Finanitisfruments with off-balance sheet risks
are incurred in the normal course of business tetrthe financing needs of our customers. Thesaéial instruments include commitments to
extend credit, including unused portions of linésredit, and standby letters of credit. Thoserineents involve, to varying degrees, elements
of credit risk in excess of the amount recognizedh balance sheets.

With commitments to extend credit, our exposureradit loss in the event of non-performance bydtier party to the financial instrument is
represented by the contractual amount of thoseuim&nts. We use the same credit policies in ma&gammitments and conditional obligatic
as for on-balance sheet instruments. Since theghia credit risk similar to extending a loan, theng subject to our Credit Policy and other
underwriting standards.
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As of December 31, 2011 and December 31, 2010ptlmsving off-balance sheet commitments, finandmgtruments and other arrangements
were outstanding:

December 31

2011 2010
(in thousands
Commitments to fund loar $ 106,22° $ 23,44¢
Unfunded commitments to fund mortgage warehousas| 294,68 221,70t
Unfunded commitments under lines of cre 66,93¢ 42,84(
Letters of credi 1,37¢ 1,08t

Commitments to fund loans, unfunded commitmenfsital mortgage warehouse loans, unfunded commitmeaTtsr lines of credit and letters
of credit are agreements to extend credit to otHferbenefit of a customer in the ordinary courfseun business.

Commitments to fund loans and unfunded commitmentker lines of credit may be obligations of oursoamg as there is no violation of any
condition established in the contract. Since mafithe commitments are expected to expire with@iridp drawn upon, the total commitment
amounts do not necessarily represent future caglregnents. Commitments generally have fixed etjgn dates or other termination clauses
and may require payment of a fee. We evaluate easfomer’s creditworthiness on a case-by-cases.bdsie amount of collateral obtained, if
we deem it necessary upon extension of crediaseth on management’s credit evaluation. Collatesta varies but may include personal or
commercial real estate, accounts receivable, iover@nd equipment.

Mortgage warehouse loan commitments are agreeneptachase mortgage loans from mortgage bankatsree to purchase the loans t
in a short period of time or to sell to third pantyprtgage originators. These commitments geneflakiyuate monthly as existing loans are
repurchased by the mortgage bankers and new loamsiechased by us.

Outstanding letters of credit written are condiibcommitments issued by us to guarantee the pedioce of a customer to a third
party. Letters of credit may obligate us to fumdvds under those letters of credit whether or rmistomer continues to meet the conditions of
the extension of credit. The credit risk invohiadssuing letters of credit is essentially the saam that involved in extending loan facilities to
customers.

CONTRACTUAL OBLIGATIONS

The following table sets forth contractual obligats and other commitments representing requiregpatehtial cash outflows as of December
31, 2011. Interest on subordinated debenturescengdterm borrowed funds is calculated based oreaticontractual interest rates.

(in thousandg

After one After three

but within but within
Within one More than 5

Total year three years five years years

Operating lease $ 10,56¢ $ 1,85¢ $ 328¢ $ 1,98 $ 3,43¢
Benefit plan commitment 4,50( - - 30C 4,20(
Contractual maturities on time depo: 712,76( 495,44. 98,04¢ 119,06! 20z
Subordinated notes and the interest expens 2,17¢ 63 2,111 - -
Loan commitment 467,84« 456,70: 1,181 69t 9,267
Long term deb 11,00( - 1,00( - 10,00(
Interest on long term de 2,03( 357 65€ 63¢ 37¢
Standby letters of credit 1,374 1,374 - - -
Total $ 121225 955,79¢ $ 106,28t $ 122,68: $ 27,48

(1) Includes interest on lo-term debt and subordinated debentures at a weightedf 3.24% and 3.17%, respective
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NEW ACCOUNTING PRONOUNCEMENTS

For information about the impact that recently addpr issued accounting guidance will have omrefer to Note 3 — Significant Accounting
Policies to the Consolidated Financial Statemeppgaring in Part Il, Item 8 of this Form 10-K.
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Iltem 7A . Quantitative and Qualitative Disclosure Aout Market Risk
Interest Rate Sensitivity

The largest component of our net income is netastencome, and the majority of our financial ingtents are interest rate sensitive asset
liabilities with various terms and maturities. Qafethe primary objectives of management is to meéz€ net interest income while minimizing
interest rate risk. Interest rate risk is deriften timing differences in the repricing of assatsl liabilities, loan prepayments, deposit
withdrawals, and differences in lending and fundiatgs. Our Asset/Liability Committee actively k&¢o monitor and control the mix of
interest rate sensitive assets and interest rasitse liabilities.

We use two complementary methods to analyze andune#nterest rate sensitivity as part of the d/emanagement of interest rate risk. T
are income simulation modeling and estimates ohewtc value of equity. The combination of these twethods provides a reasonably
comprehensive summary of the levels of interest nigk of our exposure to time factors and chamngé#erest rate environments.

Income simulation modeling is used to measure mt@rést rate sensitivity and manage our interégstrisk. Income simulation considers not
only the impact of changing market interest rafgsruforecasted net interest income, but also ddwtors such as yield curve relationships, the
volume and mix of assets and liabilities, custopreferences and general market conditions.

Through the use of income simulation modeling, @eehestimated the net interest income for the geding December 31, 2011, based upon
the assets, liabilities and off-balance sheet firdnnstruments in existence at December 31, 20/&. have also estimated changes to that
estimated net interest income based upon integitest rising or falling immediately (“rate shocksRate shocks assume that all interest rates
increase or decrease immediately. The followitdetaeflects the estimated percentage changeimasid net interest income for the year
ending December 31, 2011, resulting from changéstémest rates.

Net change in net interest incom
%

Rate Shocks Change

Up 3% 4.5%
Ug 2% 5.2%
Up 1% 3.2%
Down 1% (4.9%
Down 2% (9.7%
Down 3% (13.51%

The net changes in net interest income in all st@mare within Customers Bank’s interest rate pekcy guidelines.

Economic Value of Equity (“EVE”") estimates the disated present value of asset and liability casivgl Discount rates are based upon
market prices for comparable assets and liabilitiépward and downward rate shocks are used toureaslatility of EVE in relation to a
constant rate environment. This method of measaneéprimarily evaluates the longer term repriciisgs and options in Customers Bank’s
balance sheet. The following table reflects thareged EVE at risk and the ratio of EVE to EVEuslpd assets at December 31, 2011,
resulting from shocks to interest rates.

Percent Change Economic Value of Equit

From EVE

Rate Shocks base assets capital (a)

Up 3% (18.5% (16.5%
Up 2% (5.9% (4.8%
Up 1% (2.6% 23%
Down 1% (13.9% (12.5%
Down 2% (17.9% (16.2)%
Down 3% (15.9% (13.9%

(a) Capital defined as Tier 1 plus Tier 2 Capitatalculated under regulatory guidelines.
The percent changes of EVE with the exception ef‘ttown 1%” and “down 2% rate shocks are all witloiur interest risk policy

guidelines. While the percent changes of EVE e“tfown 1%” and “down 2%" rate shock scenariossdightly outside our guidelines,
management does not believe these scenarios ale diien the current interest rate environment.
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The matching of assets and liabilities may alsafeyzed by examining the extent to which suchtassal liabilities are interest rate sensitive
and by monitoring a bank’s interest rate sensitiVgfap.” An asset or liability is said to be ingst rate sensitive within a specific time period if
it will mature or reprice within that time period.he interest rate sensitivity gap is defined a&sdifference between the amount of interest
earning assets maturing or repricing within a dpetime period and the amount of interest beatialilities maturing or repricing within that
time period.

The following table sets forth the amounts of iatrearning assets and interest bearing liabilitigstanding at December 31, 2011, that are
anticipated, based upon certain assumptions, ticeepr mature in each of the future time peridusven. Except as stated below, the amount
of assets and liabilities shown that reprice oruretiuring a particular period were determinedccoadance with the earlier of term to
repricing or the contractual maturity of the agsdiability. The table sets forth an approximatiof the projected repricing of assets and
liabilities at December 31, 2011, on the basisarftactual maturities, anticipated prepayments,sofetduled rate adjustments within a three-
month period and subsequent selected time intervidie loan amounts in the table reflect princlplances expected to be repaid and/or
repriced as a result of contractual amortizatioth amticipated prepayments of adjustable and fiztel loans, and as a result of contractual rate
adjustments on adjustable rate loans.

At December 31, 201:

3 months 3to6 6to 12 1to3 3to5 over 5
or less months months years years years Total

(dollars in thousand:

Interest earning depos
and federal fund

sold $ 65,80! $ - $ = $ = $ - $ 540 3% 71,20¢
Investment securitie 26,037 25,35¢ 54,62: 97,081 157,33¢ 56,90: 417,34:
Loans receivable (¢ 986,07 35,90+ 61,31¢ 93,46¢ 169,26¢ 183,78t 1,529,80
Total interesiearning

assets 1,077,91. 61,26( 115,93¢ 190,55: 326,60! 246,08¢ 2,018,35!
Non interest earnin

asset: - - - - - 60,72¢ 60,72¢
Total asset: $ 1,077,91 $ 61,26( $ 115,93¢ $ 190,55. $ 326,60 $ 306,81: $ 2,079,07
Other interest bearin

deposits $ 702,41¢ $ - $ - $ = $ - $ 53967 $ 756,38t
Time deposit: 125,61! 108,57: 271,21 74,80¢ 132,08: 60¢€ 712,89¢
Other borrowings 325,00( - - 1,00( - 10,00( 336,00(
Subordinated del 2,00( - - - - - 2,00(
Total interest bearin

liabilities 1,155,03 108,57 271,21 75,80¢ 132,08: 64,57¢ 1,807,28!
Non interest bearin

liabilities - - - - - 125,65¢ 125,65¢
Shareholdel" equity = = = = = 146,13! 146,13!
Total liabilities and

equity $ 1,155,03 $ 108,57 $ 271,21 $ 75806 $ 132,08 $336,36¢ $ 2,079,07

Interest sensitivity ga ~ $ (77,120 $ (47,31) $ (155,27) $ 114,74 $194,52: $ (29,55¢)
Cumulative interest

sensitivity gap  $ - $ (124,43) $ (279,71() $ (164,96') $ 29,55¢ -
Cumulative interest

sensitivity gap ta

total asset B.7% (6.0% (13.5% (7.9% 1.4% 0.0%
Cumulative interest

earning assets t(

cumulative i

nterest bearing

liabilities 93.2% 90.2% 81.8% 89.£% 101.7% 10(%

(@) Including loans held for sale

As shown above, we have a negative cumulative gaplative interest sensitive assets are lower thanmulative interest sensitive liabilities)
within the next year, which generally indicatestta increase in rates may lead to a decreasd inteeest income and a decrease in rates may
lead to an increase in net interest income. |steate sensitivity gap analysis measures whessats or liabilities may reprice but does not
capture the ability to reprice or the range of pti&e repricing on assets or liabilities. Thusications based on a negative or positive gap
position needs to be analyzed in conjunction witfeointerest rate risk management tools.
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Management believes that the assumptions and caidrinof methods utilized in evaluating estimatetlinterest income are

reasonable. However, the interest rate sensitdfityur assets, liabilities and off-balance shewtrfcial instruments, as well as the estimated
effect of changes in interest rates on estimatédhterest income, could vary substantially if diint assumptions are used or actual exper
differs from the assumptions used in the model.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and
Shareholders of Customers Bancorp, Inc.

We have audited the accompanying consolidated balsimeets of Customers Bancorp, Inc. and subsittfaey'Bancorp”) as of December 31,
2011 and 2010 and the related consolidated statsroépperations, changes in shareholders’ eqaitg,cash flows for each of the years in the
three-year period ended December 31, 2011. Thewolidated financial statements are the respoitgibil the Company’s management. Our
responsibility is to express an opinion on thesesobdated financial statements based on our audits

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamigUnited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. The Bancorp is not required to haoewere we engaged to perform, an audit of itsrival control over financial reporting. Our
audit included consideration of internal controéofinancial reporting as a basis for designingitguebcedures that are appropriate in the
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Bancargirnal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evideopparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, the financial statements referr@dlbove present fairly, in all material respedis, financial position of Customers Bancorp,
and subsidiary as of December 31, 2011 and 20IDthenresults of their operations and their casWdlfor each of the years in the three-year
period ended December 31, 2011 in conformity wétboainting principles generally accepted in the ébhiGtates of America.

/s/ ParenteBeard LLC

Lancaster, Pennsylvania
March 20, 2012
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CUSTOMERS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands, except per share data

December 31, 2011 2010
ASSETS
Cash and due from ban $ 7,768 $ 6,39¢
Interest earning depos 65,80¢ 225,63!
Federal funds sol — 6,69:
Cash and cash equivale 73,57( 238,72
Investment securities available for sale, at faiue 79,131 205,82¢
Investment securities, he«to-maturity (fair value 2011 $330,809; 2010 ¢ 319,54° —
Loans held for sal 174,99¢ 199,97(
Loans receivable not covered by Loss Sharing Agezgsnwith the FDIC 1,216,26! 514,08
Loans receivable covered under Loss Sharing Agreenveith the FDIC 126,27t 164,88!
Less: Allowance for loan and lease los (15,032 (15,129
Total loans receivable, n 1,327,50! 663,84
FDIC loss sharing receivab 13,077 16,70:
Bank premises and equipment, 9,42( 4,70(
Bank owned life insuranc 29,26¢ 25,64¢
Other real estate owned (2011 $6,166; 2010 $5,84&red under Loss Sharing Agreements with the FI 13,48: 7,24¢
Goodwill 1,59¢ —
Restricted stoc 21,81¢ 4,16¢
Accrued interest receivable and other assets 14,10° 7,57¢
Total assets $ 207753 $ 1,374,40
LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities:
Deposits:
Demand, no-interest bearini $ 114,04 $ 72,26¢
Interest bearin 1,469,14! 1,173,42.
Total deposit: 1,583,18! 1,245,69
Federal funds purchas: 5,00( —
Other borrowing 331,00( 11,00(
Subordinated det 2,00¢ 2,00¢
Accrued interest payable and other liabilii 8,59¢ 10,57"
Total liabilities 1,929,78 1,269,26'
Commitments and contingencies (Notes 15 anc
Shareholder equity:
Preferred stock, par value $1,000 per share; 100000 sharesauthorized; none issut — —
Common stock, par value $1.00 per share; 200,000s8aresauthorized; shares issu 11,39¢ 8,39¢
11,395,302 and 11,347,683 outstanding at DeceBihe2011, and 8,398,015 issued an
outstanding at December 31, 2(
Additional paid in capita 122,60: 88,13:
Retained earning 14,49¢ 10,50¢
Accumulated other comprehensive i (245 (1,896
Less: cost of treasury stock, 47,619 and O shar@s@ember 31, 2011 and 2010 (500 —
Total shareholde’ equity 147,74¢ 105, 14(
Total liabilities and shareholder¢ equity $ 207753 $ 1,374,40

See accompanying notes to the consolidated finbstaitements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollar amounts in thousands, except per share data

Years Ended December 31

Interest income:
Loans receivable, including fe
Investment securities, taxak
Investment securities, n-taxable
Other
Total interest incom

Interest expenst
Deposits
Borrowed funds
Subordinated debt
Total interest expens
Net interest incom
Provision for loan losse

Net interest income (loss) after provision for l[dasses

Nor-interest income

Service fee:

Mortgage warehouse transactional f

Bank owned life insuranc

Gains on sales of investment securi

Gains on sales of SBA loa

Impairment charges on investment secur

Bargain purchase gains on bank acquisit

Accretion of FDIC loss sharing receival

Gain (loss) on sale of ORE

Other

Total non-interest income

Nonr-interest expenst
Salaries and employee bene
Occupancy
Technology, communication and bank operati
Advertising and promotio
Professional service
FDIC assessments, taxes, and regulatory
Loan workout and other real estate ow!
Impairment and losses on other real estate o\
Merger related expens
Other
Total non-interest expense
Income (loss) before tax exper
Income tax expens
Net income (loss
Dividends on preferred stot

Net income (loss) available to common shareholde

Basic income (loss) per share
Diluted income (loss) per share

See accompanying notes to the consolidated finbsteigements.
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2011 2010 2009
$ 46,68 29,02: $ 12,14.
14,06« 1,38: 1,14
86 11¢ 191
607 394 13
61,43 30,90 13,48¢
21,86 11,11 5,72¢
53€ 36€ 461
66 68 14€
22,46: 11,54¢ 6,33¢
38,97¢ 19,36 715
9,45( 10,39; 11,77¢
(4,62¢
29,52¢ 8,96
69¢ 64z 45¢
5,581 2,631 70
1,40 22¢ 22¢
2,731 1,11 23€
32¢ Y: —
— — (15)
— 40,25¢ —
1,95¢ — —
367 (67) (31)
587 70z 96
13,65: 45,60: 1,04
16,71¢ 14,03 4,267
3,247 1,897 1,261
3,16¢ 2,431 1,00
994 1,007 191
4,831 2,83: 51C
2,36€ 1,61 892
1,08¢ 682 531
57€ 63E 35C
531 — —
2,88¢ 972 L
37,30¢ 26,10 9,65(
5,86¢ 28,46 (13,235
1,83t 4,731 —
4,03¢ 23,73 (13,235
44 — _
$ 3,99¢ 2373t $ (13,235
$ 0.4¢ 3.7¢ $  (10.98
$ 0.3¢ 3.6 $  (10.98







CUSTOMERS BANCORP, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
For the years ended December 31, 2011, 2010 and 200

(Dollar amounts in thousands, except share andspare data)

Retained Accumulated
Earnings other

(Accumulated comprehensive

deficit) income (loss’

Additional
Paid in
Capital

Shares of
common
stock

Shares ol
preferred
stock

Preferred Common
Stock Stock

Treasury
Stock

Total

Balance,
January 1,
2009

Comprehensiv:

loss:
Net loss
Change in ne
unrealized
losses on
investment
securities
available fo
sale, net of
taxes and
reclassificat
adjustments

Total
comprehensiv
loss

Dividends paid
on preferred
stock Series /

Preferred stoc
Series A
exchanged fo
common stocl

Subordinated
debt converte
to common
stock

Common stock
shares issue

67369 $ 98C $ 674 $ 1544( $ 10 $ (255)

(13,23%)

222

(4)

59,38¢ (980) 59 921

71,07 71 92¢

1,036,74! 1,037 15,63¢
Balance,
December 31
2009
Comprehensiv:
income:
Net income
Change in ne
unrealized
losses on
investment
securities
available fo
sale, net of
taxes and
reclassificat
adjustments

Total
comprehensiv
income

Stock-based
compensatior
expense

1,840,90: 1,841 32,92 (13,229 (33)

23,73t

(1,869)

2,041

$ 16,84¢

(13,23%)

(13,019

(4)

1,00(C

16,67!

21,50:

23,73t

(1,869
21,87:

2,041



Common stock

issued, net of

costs — 6,323,77! — 6,32¢
Shares issued

under the

management

stock purchas

plan — 233,33 — 232

52,70(

— — 59,02¢

— — 70C

Balance,

December 31

2010 — 8,398,01! — 8,39¢
Comprehensivi

income:

Net income — — — —
Change in ne

unrealized

losses on

investment

securities

available for

sale, net of

taxes and

reclassificatio

adjustments — — — —

Total

comprehensiv

income — — — —
Stock-based

compensatior

expense — — — —
Common stock

issued, net of

costs — 2,373,60. — 2,37¢
Shares issued i

the acquisitior

of Berkshire

Bancorp, Inc 3,037 623,68¢ 3,037 622

Repurchase of

preferred stoc (3,037) — (3,03%) —
Repurchase of

47,619 shares

at a cost of

$10.50 per

share — (47,619 — —
Dividends

preferred stoc — — — —

704

26,15:

7,614

10,50¢

4,03¢

(44)

(1,89¢) — 105,14(

— — 4,03¢

1,651 — 1,651

— — 5,68t
— — 704

— — 28,52¢

— — 11,274

— — (3,037)

— (500) (500)

— — (44)

Balance,
December 31
2011 — 11,347,68 $ — $ 11,39 $

See accompanying notes to the consolidated finbsteigements.
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122,60 $

14,49¢ $

(245 $  (500) $ 147,74




CUSTOMERS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollar amounts in thousands)

For Years Ended December 31 2011 2010 2009
Cash Flows from Operating Activities
Net income (loss $ 4,03¢ 23,73t (13,235
Adjustments to reconcile net income (loss) to rehcprovided by (used in) operating

activities:
Provision for loan losse 9,45( 10,39° 11,77¢
Provision for depreciation and amortizat 1,37¢ 84C 72€
Stock based compensati 704 2,041 -
Bargain purchase gain on bank acquisiti - (40,254 -
Deferred income tax expense (bene (2,728 1,817 (394
Net amortization of investment securities premiwamd discount (143 (133 184
Gain on sale of investment securit (2,731 (1,114 (236
Gain on sale of loar (329 (98) -
Origination of loans held for sa (2,243,122 (199,970 -
Proceeds from the sale of loans held for 2,268,34 - -
Impairment charges on investment securi - - 15
Increase in FDIC loss sharing receiva (3,920 (520 -
Amortization (accretion) of fair value discoul 28C 417 -
(Gain) loss on sales of other real estate ow (367, 67 31
Impairment charges on other real estate ov 57¢ 63& 35C
Earnings on investment in bank owned life insure (1,404 (228 (229
Decrease (increase) in accrued interest receiaatuether asse 2,25 (11,417 (1,868
Increase (decrease) in accrued interest payablethrd liabilities (2,369 (6,927 45(
Net Cash Provided by (Used in) Operating Activitie: 29,90: (221,546 (2,428
Cash Flows from Investing Activities
Purchases of investment securities available fier (72,932 (303,681 (34,489
Purchases of investment securities held to mat (397,482 - -
Proceeds from maturities, calls and principal repayts on investment securities availe

for sale 22,137 8,17¢ 8,42¢
Proceeds from maturities and principal repaymentseestment securities held to matul 78,04¢ - 39
Proceeds from sales of investment securities dvaifar sale 182,74 154,28 11,81¢
Sales of investment securities held to matt - - 2,26:
Net increase in loar (581,339 (175,183 (14,507
Purchase of loan portfoli (120,000 (94,632 -
Proceeds on sale of SBA loe 517: 1,46¢ -
Proceeds from (purchases of) bank owned life imsme 273 (20,466 -
Purchase of restricted sto (16,702 (2,143 -
Proceeds and acquired cash in FDIC assisted tréomss - 72,93 -
Reimbursements from the FDIC on Loss Sharing Agesds 7,54¢ 11,11¢ -
Purchases of bank premises and equipt (2,721 (3,287 (430
Cash proceeds from acquisitic 19,20° - -
Proceeds from sales of other real estate owned 5,57 2,63: 3,071
Net Cash Used in Investing Activities (760,478 (348,786 (23,812
Cash Flows from Financing Activities
Net increase in deposi 215,49! 680,52! 76,08t
Net increase (decrease) in sl-term borrowed fund 325,00( - (4,000
Payment of TARP preferred stock dividet (44) - -
Purchase of treasury sto (500; - -
Repayment of TARI (3,056 - -
Proceeds from issuance of common si 28,52¢ 59,72« 16,67
Dividends on preferred stock - - (4)
Net Cash Provided by Financing Activities 565,42: 740,24¢ 88,75:
Net Increase (Decrease) in Cash and Cash Equivalet (165,154 169,91° 62,51:
Cash and Cash Equivalent— Beginning 238,72 68,80’ 6,29¢
Cash and Cash Equivalent— Ending $ 73,57( 238,72 68,80"

See accompanying notes to the consolidated finkncia
statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

(Dollar amounts in thousands, except per share data

For Years Ended December 31 2011 2010 2009
Supplementary Cash Flows Information
Interest paic $ 22,64 10,24 $ 5,03(
Income taxes (refund) pa 2,81¢ - (165)
Non cash items:
Transfer of loans to other real estate ow $ 8,63( 4,78¢ 3,08¢
Issuance of common stock related to the me 624 - -
Exchange of preferred shares to common s - - 98(
Conversion of subordinated term note to commorks - - 1,00(
Acquisitions:
Assets acquire $ 132,51. 285,60 $ -
Liabilities assume 122,83t 264,84 -

See accompanying notes to the consolidated finbsteigements.




CUSTOMERS BANCORP, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 1 — DESCRIPTION OF THE BUSINESS AND BASIS OF RRESENTATION

Customers Bancorp, Inc. (the “Bancorp”) is a Petwasyia corporation formed on April 7, 2010 to fiteite the reorganization of Customers
Bank (the “Bank”) into a bank holding company sttre. The reorganization was completed on Septefihe2011. Any financial
information for periods prior to September 17, 2@bhtained herein reflects those of Customers Bartke predecessor entity. The
consolidated financial statements have been prépareonformity with accounting principles geneyadiccepted in the United States (“U.S.
GAAP”) and pursuant to the rules and regulationthefSecurities and Exchange Commission (“SEC”).

Customers Bancorp, Inc., and its wholly-owned sdibsy, Customers Bank, serve residences and bug&is@s Southeastern Pennsylvania
(Bucks, Berks, Chester, and Delaware Counties), Ng& York (Westchester County) and Hamilton, Nensdy (Mercer County). On
September 17, 2011, Customers Bancorp, Inc. puedhsrkshire Bancorp, Inc. In 2010, Customers Baoguired two banks, USA Bank and
ISN Bank (the Acquired Banks), in FDIC assistedsictions that expanded its footprint into centialv Jersey and southeast New

York. Customers Bancorp, Inc. has 14 branchepamddes commercial banking products, primarilyriea@and deposits. The Bancorp also
provides liquidity to mortgage market originatoeginonwide through its mortgage warehouse divisi@ustomers Bank is subject to regulation
of the Pennsylvania Department of Banking and teeFal Reserve Bank and is periodically examinethbge regulatory

authorities. Customers Bank changed its name Mem Century Bank in 2010.

Certain amounts reported in the 2010 and 2009 {imhstatements have been reclassified to conforthe 2011 presentation. These
reclassifications did not significantly impact Bang's financial position or results of operations.

NOTE 2 — REORGANIZATION AND ACQUISITION ACTIVITY
Reorganization into Customers Bancorp, |

The Bancorp and the Bank entered into a Plan ofjptetnd Reorganization effective September 17, p@itduant to which all of the issued
and outstanding common stock of the Bank was exgdtaon a three to one basis for shares of comnook and Class B NoKoting commor
stock of the Company. The Bank became a wholly-alsubsidiary of the Bancorp (the “ReorganizationThe Bancorp is authorized to issue
up to 100,000,000 shares of common stock, 100,000s0ares of Class B Non-Voting Common Stock arijadn,000 shares of preferred
stock. All share and per share information hasibeospectively restated to reflect the Reorgation, including the three-for-one
consideration used in the Reorganization.

In the Reorganization, the Bank’s issued and ouditey shares of common stock of 22,525,825 sharésCéass B Non-Voting common stock
of 6,834,895 shares converted into 7,508,473 sludré®e Bancorp’s common stock and 2,278,294 shafréiee Bancorp’s Class B Non-Voting
common stock. Cash was paid in lieu of fractistares. Outstanding warrants to purchase 1,418f7@&2s of the Bank’common stock wit
a weighted-average exercise price of $3.55 peesirad 243,102 shares of the Bank’s Class B NonAgatommon stock with a weighted-
average exercise price of $3.50 per share wereetta/into warrants to purchase 470,260 shardsedBancorp’s common stock with a
weighted-average exercise price of $10.64 per snadlevarrants to purchase 81,036 shares of thedBalscClass B Non-Voting common
stock with a weighted-average exercise price of 1 @er share. Outstanding stock options to pwele572,404 shares of the Bank’s
common stock with a weighted- average exerciseeich3.50 per share and stock options to purckdsé00 shares of the Bank'’s Class B
Non-Voting common stock with a weighted-average exergrice of $4.00 per share were converted inicksiptions to purchase 855,774
shares of the Bancorp’s common stock with a weiifateerage exercise price of $10.49 per share ao#t sptions to purchase 77,166 shares
of the Bancorp’s Class B Non-Voting common stockhwva weighted-average exercise price of $12.0Gpare.

Berkshire Bancorp Acquisitic

On September 17, 2011, the Bancorp completed gsisition of Berkshire Bancorp, Inc. (“BBI”) andsisubsidiary, Berkshire Bank
(collectively, “Berkshire”). Berkshire Bank mergadth and into the Bank immediately following thegaiisition. BBI served Berks County,
Pennsylvania through the five branches of its sliasi, Berkshire Bank. Under the terms of the reeagreement, each outstanding share of
BBI common stock (a total of 4,067,729) was excleahfpr 0.1534 shares of the Bancorp’s common st@skilting in the issuance of 623,686
shares of the Bancoptommon stock. Cash was paid in lieu of fractishares. The most recent price for the sale st@uners Bancorp, In
common stock, $13.20, was used to determine thedhie of the Bancorp stock issued. The totatpase price was approximately $11,274.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands except for per share data)

The table below illustrates the calculation of th@sideration effectively transferre

Reconcilement of Pro Forma Shares Outstan

Berkshire shares outstandi 4,067,72!
Exchange ratit 0.153¢
Bancorp shares to be issued to Berks 623,68t¢
Customers shares outstand 9,786,76!
Pro Forma Customers shares outstan 10,410,75
Percentage ownership for Custom 94.01%
Percentage ownership for Berksk 5.9%

In addition, Bancorp exchanged each share of B8lares of Series A Preferred Securities and SBrig®ferred Shares to the U.S. Treasury
for one share of the Bancorp’s Fixed Rate Cumutaflerpetual Preferred Stock for the total issuafi@892 shares of Series A Fixed Rate
Cumulative Perpetual Preferred Stock (“Series AdPred Stock”) and 145 shares of Series B Fixee Ratmulative Perpetual Preferred Stock
(“Series B Preferred Stock”) with a par value ofGRLper share and a liquidation value of $1,000spare. Cumulative dividends on the Series
A Preferred Stock are 5% per year and Series BeRegf Stock are 9%. Upon the exchange of the SAraexl B preferred shares, the Bancorp
paid to the Treasury $218 of cumulative dividendisclv were previously unpaid.

As a result of the Berkshire Merger, the Bancoqognized assets acquired and liabilities assum#teatcquisition dat(September 17
2011) fair values presented belc

Total purchase pric $ 11,27
Net Assets Acquirec
Cash 19,20"
Restricted investmen 947
Loans 98,38
Accrued interest receivab 27¢€
Premises and equipment, | 3,37¢
Deferred tax asse 4,111
Other asset 6,21(
Time deposit: (45,72
Deposits other than time depos (76,144
Accrued interest payab (48)
Other liabilities (922)
9,67¢
Goodwill resulting from Berkshire Merger $ 1,59¢

In addition, 774,571 warrants to purchase shar@&Bbfcommon stock were converted into warrantsucpase 118,853 shares of the
Bancorps common stock with an exercise price ranging f&21.38 to $68.82 per share. The warrants weredgtefor a five year period a
will expire on September 17, 2016.

BBI's operating results are included in the Bantofimancial results from the date of acquisiti®eptember 17, 2011 through December 31,
2011. BBI had total assets of approximately $138@,including total loans of $98,387 and goodwfls@,598, with total liabilities of
approximately $122,836, including total deposit$d21,866 on September 17, 2011. The assets adaqid liabilities assumed from
Berkshire are recorded at their fair value. Thevalue adjustments made to the assets and tiaBikre preliminary estimates and are subject
to change as further data is analyzed to comphetealuation based upon information available atdlesing date. As of December 31, 2011,
there were no adjustments to fair value.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 2 — ACQUISITION ACTIVITY (continued)
FDIC Assisted Acquisitior

On July 9, 2010, Customers Bank acquired certanatasand assumed certain liabilities of USA Baoknfthe Federal Deposit Insurance
Corporation (“FDIC”) in an FDIC-assisted transantiphe “USA Bank acquisition”). USA Bank was headdared in Port Chester, New York
and operated one branch. On September 17, 2@B9i@ers Bank acquired certain assets and asswertaghdiabilities of ISN Bank from th
FDIC in an FDIC-assisted transaction (the “ISN BawRuisition”). ISN Bank was headquartered in Chétill, New Jersey and operated one
branch. The acquisitions were accounted for utiteracquisition method of accounting in accordamitle ASC Topic 808usiness
Combinations The purchased assets and assumed liabilitiesneeoeded at their acquisition date fair values.

As part of the Purchase and Assumption Agreemeeteah into by Customers Bank with the FDIC (the fégment”) in connection with the
USA Bank and ISN Bank acquisitions, Customers Bamtiered into Loss Sharing Agreements, pursuantiohwthe FDIC will cover a
substantial portion of any future losses on theuaed loans. Excluding certain consumer loans)dhas and other real estate owned acquired
are covered by a loss share agreement betweenmarst®ank and the FDIC which affords Customers Banpkection against future losses.
Under the Agreement, the FDIC will cover 80% ofsles on the disposition of the loans and OREO cdveneler the Agreements (collectively,
the Covered Assets). The term for loss sharingGustomers Bank reimbursement to the FDIC is fivergdor non-single family loans and ten
years for single family loans. The reimbursableséssfrom the FDIC are based on the book valueeofalevant loans as determined by

FDIC at the date of the transaction. New loans nadtde that date are not covered by the provisadrtie loss share agreement. Customers
Bank has recorded an aggregate receivable frofAIh€ of $28,337 for the USA Bank and ISN Bank asgigns which represents the
estimated fair value of the FDIC’s portion of tlisdes that are expected to be incurred and reiedtwsCustomers Bank.

The Agreement with the FDIC for each acquisitiooyided Customers Bank with an option to purchasgpptaised value the premises,
furniture, fixtures, and equipment of each bank asslime the leases associated with these officssoiBers Bank exercised the option to
purchase the assets of USA Bank during the thiedtguof 2010. Customers Bank did not exerciseofit®n to purchase the assets of ISN
Bank. Customers Bank received approval from théCR&hd moved the deposit relationships to its HamjlNew Jersey branch on January
2011.

The acquired assets and liabilities, as well astjestments to record the assets and liabiliti€égsiavalue, are presented in the following table.
Cash received from the FDIC was included in thevialue adjustments to arrive at the total asssisieed. Because the consideration paid to
the FDIC was less than the net fair value of thguaed assets and assumed liabilities, the Bardrded bargain purchase gains as part of the
acquisitions.

A summary of the net assets acquired and the #irevadjustments for USA Bank as of July 9, 201d I&N Bank as of September 17, 2010
resulting in a bargain purchase gain as follows:

Cost basis of assets acquired in excess of liesildassume $ 20,58¢
Cash payments received from the FDIC 31,51¢
Net assets acquired before fair value adjustmr 52,10t
Fair value adjustment
Loans receivabl (35,739
FDIC loss share receivat 28,33%
Other real estate ownt (4,267)
Bank premises and equipment and repossessed (194
Total fair value adjustments (11,85)
Pre-tax gain on the acquisitic 40,25¢
Income taxe: (13,109
Gain on the acquisition of the Acquired Banks, afeixes $ 27,14¢
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CUSTOMERS BANCORP, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 2 — ACQUISITION ACTIVITY (continued)

The net after-tax gain represents the excess addtimated fair value of the assets acquired (dinlycash payments received from the FDIC)
over the estimated fair value of the liabilities@®ed, and is influenced significantly by the FQd€Sisted transaction process. As indicated in
the preceding table, net assets of $20,586 (he.cost basis) were transferred to Customers Batiiei USA Bank and ISN Bank acquisitions
and the FDIC made cash payments to the Bank tgtéi,519.

In many cases, the determination of the fair valiune assets acquired and liabilities assumedimedjmmanagement to make estimates about
discount rates, future expected cash flows, martetlitions, and other future events that are highlyjective in nature and subject to change.

The following table sets forth the assets acquénadi liabilities assumed, at the estimated fair &ailo the USA Bank and ISN Bank
acquisitions:

ISN Bank
USA Bank September
July 9, 2010 17,2010

Assets Acquired

Cash and cash equivalents, including federal fsot $ 54,14( $ 18,79:
Investment securitie 15,33( 6,181
Loans receivabl- covered under FDIC loss shari 123,31: 51,34¢
Loans receivabl- not covered under FDIC loss shar 1,41¢ 26
Total loans receivable 124,72¢ 51,37
Other real estate ownt 3,40¢ 1,23¢
FDIC loss sharing receivah 22,72¢ 5,60¢
Other asset 78t 71¢
Total assets acquire 221,11! 83,90:

Liabilities Assumed

Deposits

Nor-interest bearin 7,58¢ 972
Interest bearin 171,76« 70,91¢
Total deposit: 179,34¢ 71,89:
Deferred income tax liabilit 9,39( 3,71¢
Other liabilities 13,37( 154
Total liabilities assume 202,10¢ 75,76¢
Net Assets Acquirec $ 19,007 $ 8,13¢

In accordance with the guidance provided in SEGf 3&scounting Bulletin Topic 1.K, Financial Statemts of Acquired Troubled Financial
Institutions (“SAB 1: K”) and a request for religfanted by the SEC, historical financial informatimf USA Bank and ISN Bank has been
omitted from the financial statements. Relief isypded for acquisitions of troubled institutionsciuding transactions such as the acquisitions
of USA Bank and ISN Bank in which an institutiongages in an acquisition of a troubled financiatitnson for which audited financial
statements are not reasonably available and inhaifeieral assistance is an essential and signiffezm of the transaction.

79




CUSTOMERS BANCORP, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 2 — REORGANIZATION AND ACQUISITION ACTIVITY (c  ontinued)
Loan Portfolio Acquisitior

On September 30, 2011, the Bancorp purchased fammiac Holding Corporation (“Tammac”) $19,273 offlsand a 1.50% interest only
strip security with an estimated value of $3,00€used by a pool of $70,000 of loans originated byrimac. The total purchase price for these
assets was $13,000.

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accounting policies and reporting policiesh&f Bancorp are in conformity with accounting priptes generally accepted in the United
States of America and predominant practices ob#rking industry. The preparation of financiatetaents requires management to make
estimates and assumptions that affect the repbetkohces of assets and liabilities and disclostioetingent assets and liabilities at the date
of the financial statements and the reported bakot revenues and expenses during the reportigdpdctual results could differ from tho
estimates. Material estimates that are partiquukceptible to significant change in the neantezlate to the determination of the allowance
for loan and lease losses, the valuation of dedetar assets, determination of other-than-tempdmapairment losses on securities,
determination of the FDIC loss sharing receivalbled the fair value of financial instruments.

Cash and Cash Equivalents

Cash and cash equivalents include cash on handjrasdue from banks, interest-bearing deposits batiks with a maturity date of three
months or less, and federal funds sold. Generaltigral funds are sold for one day periods.

Restrictions on Cash and Amounts due from Banks

Customers Bank is required to maintain averagensaon hand or with the Federal Reserve BankDe&ember 31, 2011 and 2010, these
reserve balances amounted to $10,228 and $3,Gfiatvely.

Investment Securities

Investments securities classified as availables#de are those securities that Bancorp intendsltbfbr an indefinite period of time but not
necessarily to maturity. Investment securities labég for sale are carried at fair value. Unrealigains or losses are reported as increases or
decreases in other comprehensive income, net otthred deferred tax effect. Realized gains ssdg, determined on the basis of the cost of
the specific securities sold, are included in gaygiand recorded at the trade date. Premiumsiaooueits are recognized in interest income
using the interest method over the terms of tharées.

Investment securities classified as held to matauie those debt securities Bancorp has both teatiand ability to hold to maturity regardless
of changes in market conditions, liquidity needslmanges in general economic conditions. Thegagrisies are carried at cost, adjusted for the
amortization of premium and accretion of discogntnputed by the interest method over the termbesecurities. As of December 31, 2011
and 2010, the Bancorp had $319,547 and $0 in imezsgtsecurities designated as held to maturity.

Other-than-temporary impairment means managemdietbe the security’s impairment is due to factiiat could include its inability to pay
interest or dividends, its potential for defautigéor other factors. When a held to maturity orilabde for sale debt security is assessed for
other-than-temporary impairment, management héisstaconsider (a) whether the Bancorp intendsefbthe security, and (b) whether it is
more likely than not that the Bancorp will be ragdito sell the security prior to recovery of itaatized cost basis.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )

If one of these circumstances applies to a secuityther-than-temporary impairment loss is recaghin the statement of operations equal to
the full amount of the decline in fair value belamortized cost. If neither of these circumstanggsies to a security, but the Bancorp does not
expect to recover the entire amortized cost basigther-than-temporary impairment has occurretnhest be separated into two categories:
(a) the amount related to credit loss, and (bytmeunt related to other factors. In assessingete bf other-than-temporary impairment
attributable to credit loss, management compareptésent value of cash flows expected to be dellewith the amortized cost basis of the
security. The portion of the total other-than-temgpg impairment related to credit loss is recogdireearnings (as the difference between the
fair value and the present value of the estimasesth ¢lows), while the amount related to other fecte recognized in other comprehensive
income. The total other-than-temporary impairmesslis presented in the statement of operatioss tihe portion recognized in other
comprehensive income. When a debt security becothes-than-temporarily impaired, its amortized dussis is reduced to reflect the portion
of the total impairment related to credit loss.

Loans Held for Sale

Loans originated with the intent to sell in the@adary market are carried at the lower of costorvalue, determined in the aggregate. These
loans are sold on a non-recourse basis with sagigleased. Gains and losses on the sale of teangnized in earnings are measured based
on the difference between proceeds received ancatinging amount of the loans, inclusive of defdrogigination fees and costs, if any. As a
result of changes in events and circumstancesvalaements regarding management’s view of the &wable future, loans not originated or
acquired with the intent to sell may subsequenglylesignated as held for sale. These loans argferaed to the held for sale portfolio at the
lower of amortized cost or fair value.

Loans Receivable

Loans receivable that management has the intenaility to hold for the foreseeable future or Umaturity or payoff are stated at their
outstanding unpaid principal balances, net of &owalnce for loan and lease losses and any deféeesd Interest income is accrued on the
unpaid principal balance. Loan origination feet, of certain direct origination costs, are defé@ead recognized as an adjustment of the yield
(interest income) of the related loans using tlrellgield method without anticipating prepaymen@ustomers Bank is generally amortizing
these amounts over the contractual life of thedo&pnans acquired in a FDIC-assisted acquisitioat, &re subject to a loss share agreement, ar
referred to as “covered loans” and are reportedrsggly in the balance sheet.

The accrual of interest is generally discontinudamthe contractual payment of principal or intehes become 90 days past due or when
management has doubts about further collectatfifyrincipal or interest, even though the loanugently performing. A loan may remain on
accrual status if it is in the process of collectamd is well secured. When a loan is placed oraocrual status, unpaid interest credited to
income is reversed. Interest received on nonactwaak is applied against principal until all pijpad has been repaid. Thereafter, interest
payments are recognized as income until all unipaéatest has been received. Generally, loansestened to accrual status when the
obligation is brought current and has performeddoordance with the contractual terms for a mininadrsix months and the ultimate
collectability of the total contractual principaidinterest is no longer in doubt.

Transfers of financial assets, including loan pgstitions sold, are accounted for as sales, whetta@m®ver the assets has been

surrendered. Control over transferred assetsemdd to be surrendered when (1) the assets handdmdated from Customers Bank, (2) the
transferee obtains the right (free of conditioreg ttonstrain it from taking advantage of that rjghtpledge or exchange the transferred assets,
and (3) Customers Bank does not maintain effectorgrol over the transferred assets through areaggat to repurchase them before their
maturity.

Customers Bank segregates its loan portfolio ietees segments in the evaluation of the allowancfn and lease losses. Customers Bank
loan segments are: commercial and industrial, coctsbn, commercial real estate, residential retdte, mortgage warehouse, manufactured
housing and consumer loans. Customers Bank atskbithe residential real estate loan segmentwaalasses: the first mortgage and home
equity loan classes to further monitor credit rigthe inherent credit risks within the loan poritfolaries depending upon the loan type.

Commercial and industrial loamse underwritten after evaluating historical anojgeted profitability and cash flow to determine th
borrower’s ability to repay their obligation as egd. Commercial and industrial loans are made pilyrtzased on the identified cash flow of
the borrower and secondarily on the underlyingatetal supporting the loan facility. Accordinglizetrepayment of a commercial and indus
loan depends primarily on the creditworthinessheftborrower (and any guarantors), while liquidatiércollateral is a secondary and often
insufficient source of repayment.
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Construction loanare underwritten based upon a financial analyste®ftlevelopers and property owners and constructist estimates,
in addition to independent appraisal valuationssehloans will rely on the value associated withgoject upon completion. These cost
and valuation estimates may be inaccurate. Corngirulmans generally involve the disbursement dissantial funds over a short period
time with repayment substantially dependent upersticcess of the completed project. Sources ofnegiat of these loans would be
permanent financing upon completion or sales oktimed property. These loans are closely monitbyednsite inspections and are
considered to be of a higher risk than other retdte loans due to their ultimate repayment beémgitive to general economic conditions,
availability of long-term financing, interest ragensitivity, and governmental regulation of reaparty.

Commercial real estateansare subject to the underwriting standards and ps®Esesimilar to commercial and industrial loansddition

to those underwriting standards for real estatedo@hese loans are viewed primarily as cash flepeddent and secondarily as loans
secured by real estate. Repayment of these Ieayenierally dependent upon the successful operatithe property securing the loan or
the principal business conducted on the properyrégg the loan. Commercial real estate loans neagdversely affected by conditions in
the real estate markets or the economy in gendealagement monitors and evaluates commercial stalecloans based on collateral and
risk-rating criteria. The Bank also utilizes thijpdsty experts to provide environmental and markétations. The nature of commercial
estate loans makes them more difficult to monitat avaluate.

Residential real estate loaase secured by one to four dwelling units. Thignsent is further divided into first mortgage andrteoequity
loans. First mortgages have limited risk as threyagiginated at a loan to value ratio of 80% a@sleHome equity loans have additional
risks as a result of being in a second positiahénevent collateral is liquidated.

Mortgage warehous loansepresent loans to third-party mortgage originatisng the period of financing their loan inverstomtil the
loans are sold to investors. Mortgage warehoersdihg has a lower risk profile than other reahtestoans because the loans are
conforming one to four family real estate loang #r@ subject to purchase commitments from approweskstors.

Manufactured housinlpansrepresent loans that are secured by the persooéiy where the borrower may or may not own the
underlying real estate and therefore have a higblethan a residential real estate loan.

Consumetoansconsist of loans to individuals originated throubh Bank’s retail network and are typically unsecuor secured by
personal property. Consumer loans have a greggdit cisk than residential loans because of tffferdince in the underlying collateral, if
any. The application of various federal and statekruptcy and insolvency laws and may limit theoant that can be recovered on such
loans.

Loans covered under loss sharing arrangementsiding) loans acquired with credit deterioration, sieshof the same portfolio segments as the
non-covered loans with the additional componenhefloss sharing arrangements. Covered loansongtlit deterioration are presented as a
separate class within the applicable portfolio seigm

On August 6, 2010, the Bank purchased a $105.8mithanufactured housing loan portfolio from Tamrfarca purchase price of $105.8
million, where $94.6 million was funded on the fhase date and the remainder was held back undprdkisions of the agreement and
recorded in non-interest bearing deposit accounte Agreement of Sale of Loans (the Agreementuies a hold-back for 10% of the
purchase price for the fulfilment of the provissoof the Agreement, including the payment of past @mounts for principal and interest of the
purchased loans during the hold-back period andceg and indemnification obligations, should thesents occur through the repayment of
the loan portfolio. The loans purchased were péatgd on or before 2008 and were current with fh@yments as of August 6, 2010;
accordingly, no loans were identified with creditefioration on the purchase date.

On September 30, 2011, the Bancorp purchased fammiac $19,273 of loans and a 1.50% interest onfy stcurity with an estimated value
of $3,000 secured by a pool of $70,000 of loangioated by Tammac. The total purchase price fesd¢tassets was $13,000. The Bancorp
recorded a discount on these loans at acquisibieadord them at their realizable cash flows. Bhacorp aggregated these loans that have
common risk characteristics into a pool within tb@n category of manufactured housing.
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Acquired Loans Receivable

Loans acquired in a business combination are redoatifair value. No allowance for loan and Idasses related to the acquired loans is
recorded on the acquisition date because the dhievof the loans acquired incorporates assumptegerding credit risk. The fair value
estimate associated with the loans include estenalated to expected prepayments and the amodrttraimg of undiscounted expected
principal, interest and other cash flows.

Loans acquired in business combinations with evidesf credit deterioration since origination andvidich it is probable that all contractually
required payments will not be collected are considéo be credit impaired. Evidence of credit gualeterioration as of purchase dates may
include information such as past-due and nonacestatis, borrower credit scores and recent loaaliee percentages. Acquired credit-
impaired loans are initially measured at fair valrhich includes estimated future credit lossesetgx to be incurred over the life of the
loans. The Bancorp considers expected prepayraedtgstimates the amount and timing of undiscoueeécted principal, interest and other
cash flows for each loan or pool of loans meetigdriteria above, and determines the excess db#mes scheduled contractual principal and
contractual interest payments over all cash flowzeeted at acquisition as an amount that shoult@etccreted (nonaccretable difference).
The remaining amount, representing the excessedbtn’s or pool’s cash flows expected to be ctdléover the amount deemed paid for the
loan or pool of loans, is accreted into interesbme over the remaining life of the loan or poaictatable yield). The Bancorp records a
discount on these loans at acquisition to recoeditht their estimated realizable cash flows. Taed®rp aggregates loans that have common
risk characteristics into pools within the followgifoan categories: real estate loan pool (Berksigrpiisition) and the manufactured housing
loan pool (Tammac loan purchase).

Loans acquired through business combinations thaot meet the specific criteria of FASB ASC TopkD-30, but for which a discount is
attributable at least in part to credit qualitye afso accounted for under this guidance. Asultreslated discounts are recognized
subsequently through accretion related to creditityudiscounts is subsequently recognized basethanges in the expected cash flow of the
acquired loans. Pursuant to an AICPA letter d&tedember 18, 2009, the AICPA summarized the viethefSEC regarding the accounting
subsequent periods for discount accretion assalcwith loan receivables acquired in a business doation or asset purchase. Regarding the
accounting for such loan receivables, that in theeace of further standard setting, the AICPA ustaeds that the SEC would not object to an
accounting policy based on contractual cash flomasnoaccounting policy based on expected cash fiMasagement believes the approach
using expected cash flows is a more appropriatemopd follow in accounting for the fair value damt.

Subsequent to the acquisition date, increasessim ftawvs expected to be received in excess of #recBrp’s initial investment in the loans are
accreted into interest income on a level-yield asier the life of the loan. Decreases in cashidlexpected to be collected should be
recognized as impairment through the provisioridan losses.

Allowance for loan and lease Losses (“ALLL")

The allowance for loan and lease losses is estedulias losses are estimated to have occurred thprogisions for loan losses charged against
income. Loans deemed to be uncollectible are ethagainst the allowance for loan and lease lossessubsequent recoveries, if any, are
credited to the allowance. The allowance for load kease losses is maintained at a level considgrpbpriate to meet probable loan losses.

Customers Bank disaggregates its loan portfolio sgggments for purposes of determining the alloedacloan and lease losses. Customers
Bank’s portfolio segments include commercial ardlustrial, commercial real estate, constructionidesgtial real estate, mortgage warehouse,
manufactured housing and consumer. The Bank fudisaiggregates its residential real estate pootfdigment into two classes based upon
certain risk characteristics; first mortgages andé equity. The remaining portfolio segments dse aonsidered classes for purposes of
monitoring and assessing credit quality based ataicerisk characteristics. The allowance consiftspecific, general, and unallocated
components. The allowance for loan and lease $assmaintained at a level considered adequateotde for losses that can be reasonably
anticipated. Management performs a quarterly eximn of the adequacy of the allowance, which iseldaon the Company’s past loan loss
experience, known and inherent risks in the padfadverse situations that may affect the borrésvaility to repay, the estimated value of
any underlying collateral, composition of the lopartfolio, current economic conditions and othelevant factors. This evaluation is
inherently subjective as it requires material eat@s that may be susceptible to significant remis&s more information becomes
available. Customers Bank'’s current methodologydietermining the ALLL is based on historical loases, risk ratings, specific allocation
on loans identified as impaired above specifiedgholds and other qualitative adjustments.
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The specific component relates to loans that assdied as impaired. For such loans, an allowdsestablished when the (i) discounted
flows, or (ii) collateral value, or (iii) observabbf the impaired loan is lower than the carryiadue of the loan. The general component cc
pools of loans by loan class including commercianls not considered impaired, as well as smallemba homogeneous loans, sucl
residential real estate, home equity loans, hom#tyetines of credit and other consumer loans. sehpools of loans are evaluated for

exposure based upon loan risk ratings and histotass rates for each of these categories of load§sted for relevant qualitati
factors. Separate qualitative adjustments are rftaadégher-risk criticized loans that are not intpd. These qualitative risk factors include:

1. Lending policies and procedures, including unddimgi standards and historical-based loss/collectavargeoff, and recover
practices

2. National, regional, and local economic and busiresxlitions as well as the condition of various kearsegments, including t
value of underlying collateral for collateral dedent loans

. Nature and volume of the portfolio and terms ohki

. Experience, ability, and depth of lending manageraed staff.

. Volume and severity of past due, classified andagorual loans as well as trends and other loanfinations.

. Existence and effect of any concentrations of ¢radil changes in the level of such concentrati

(262 F SN OV]

Each factor is assigned a value to reflect imprgyvétable or declining conditions based on managémbest judgment using relevant
information available at the time of the evaluation

An unallocated component is maintained to coveettamties that could affect management’s estimffgobable losses. The unallocated
component of the allowance reflects the marginrgdriecision inherent in the underlying assumptiosesduin the methodologies for estimating
specific and general losses in the portfolio.

Delinquency monitoring is used to identify creditks and the general reserves are established bagée expected net charge-offs, adjusted
for qualitative factors. Loss rates are based eratlerage net charge-off history by portfolio segmHistorical loss rates may be adjusted for
significant factors that, in managemenidgment, are necessary to reflect losses inhar¢ine portfolio. Factors that management consiite
the analysis include the effects of the national lacal economies; trends in the nature and volahtkelinquencies, charge-offs and trends in
nonaccrual loans; changes in loan mix; risk managemmnd loan administration; changes in the intdemaling policies and credit standards;
collection practices and the Bank’s regulatory eixams.

Charge-offs on the commercial and industrial, aaston and commercial real estate loan segmeptseaorded when management estimates
that there are insufficient cash flows to repaylti@n contractual obligation based upon finangifdiimation available and valuation of the
underlying collateral. Additionally, the Bank takimto account the strength of any guaranteestendutility of the borrower to provide value
related to those guarantees in determining thenate charge-off or reserve associated with any imegdoans. Accordingly, the Bank may
charge-off a loan to a value below the net appdaisdue if it believes that an expeditious liquidatis desirable in the circumstance and it has
legitimate offers or other indications of interessupport a value that is less than the net apgdlaralue. Alternatively, the Bank may carry a
loan at a value that is in excess of the appraiatk if the Bank has a guarantee from a borrohatrthe Bank believes has realizable value. In
evaluating the strength of any guarantee, the Bamkuates the financial wherewithal of the guargnte guarantor’s reputation, and the
guarantor’s willingness and desire to work with Bank. The Bank then conducts a review of the gttenf a guarantee on a frequency
established as the circumstances and conditiotieedforrower warrant.

Customers Bank records a loan charge-off for thlemtial real estate, consumer, manufactured hgusid mortgage warehouse portfolio
segments after 120 days of delinquency or soonenwhsh flows are determined to be insufficientrépayment. The Bank may also charge-
off these loan types below the net appraised vialuatthe Bank holds a junior mortgage positioraipiece of collateral whereby the risk to
acquiring control of the property through the pa®h of the senior mortgage position is deemed tengially increase the risk of loss upon
liquidation due to the amount of time to ultimateharket the property and the volatile market caadd. In such cases, the Bank may abandon
its junior mortgage and charge-off the loan balandeill.
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Credit Quality Factors

To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resthte, construction portfolio and resider
real estate segments, and for purposes of analyzsigrical loss rates used in the determinatiorihef ALLL for the respective portfol
segment, the Bank utilizes the following categoridsrisk ratings: pass, special mention, substahddoubtful or loss. The risk rati
categories, which are derived from standard reguotatating definitions, are assigned upon initippeoval of credit to borrowers and updz
periodically thereafter. Pass ratings, which asiga®d to those borrowers that do not have ideudtifiotential or well defined weaknesses
for which there is a high likelihood of orderly sgpnent, are updated periodically based on theaizecredit characteristics of the borro
All other categories are updated on a quarterlysbaisring the month preceding the end of the calemgharter. While assigning risk ratil
involves judgment, the risk rating process allovemagement to identify riskier credits in a timelgmmer and allocate the appropriate resol
to managing the loans.

The Bank assigns a special mention rating to Itlaaishave potential weaknesses that deserve maeagsrolose attention. If left uncorrect
these potential weaknesses may, at some future iatdt in the deterioration of the repayment peass for the loan and the Baalcredi
position.

The Bank assigns a substandard rating to loansthdhadequately protected by the current sounthvemd paying capacity of the borrowe
of the collateral pledged. Substandard loans hae# defined weaknesses or weaknesses that coupdujeize the orderly repayment of
debt. Loans in this category also are charactefizetthe distinct possibility that the Bank will $am some loss if the deficiencies noted are
addressed and corrected.

The Bank assigns a doubtful rating to loans thaelal the attributes of a substandard rating Withadded characteristic that the weaknesses
make collection or liquidation in full, on the basif currently existing facts, conditions, and esuhighly questionable and improbable. The
possibility of loss is extremely high, but becaon$eertain important and reasonable specific papéfistors that may work to the advantage of
and strengthen the credit quality of the loancligssification as an estimated
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loss is deferred until its more exact status maydéermined. Pending factors may include a propasedyer or acquisition, liquidati
proceeding, capital injection, perfecting liensaditional collateral or refinancing plans. Loatessified as loss are considered uncollec
and are charged off in the period in which theydetrmined uncollectible.

Risk ratings are not established for home equign$n consumer loans, and installment loans, maietause these portfolios consist of a le
number of homogenous loans with smaller balancetedd, these portfolios are evaluated for risknipdiased on aggregate payment his
through the monitoring of delinquency levels arahtfs.

Impaired loans

A loan is considered impaired when, based on ctinéormation and events, it is probable that Costos Bank will be unable to collect the
scheduled payments of principal or interest whem altcording to the contractual terms of the loaee@gent. Factors considered by
management in determining impairment include payretatius, collateral value and the probability @ffecting scheduled principal and intel
payments when due. Loans that experience instgmifipayment delays and payment shortfalls geyeaed! not classified as

impaired. Management determines the significafigapment delays and payment shortfalls on a cgsgabe basis, taking into consideration
all of the circumstances surrounding the loan &edoorrower, including the length of the delay, tbasons for the delay, the borrower’s prior
payment record and the amount of the shortfalélation to the principal and interest owed.

Impairment is measured on a loan by loan basisdormercial and construction loans by either thegmevalue of expected future cash flows
discounted at the loan’s effective interest rdte,lban’s obtainable market price or the fair valtithe collateral if the loan is collateral
dependent. Fair value is measured based on the véthe collateral securing the loans, less tmosell. Collateral may be in the form of real
estate or business assets including equipmenttome and accounts receivable. The vast majofithe collateral is real estate. The value of
real estate collateral is determined utilizing meoime or market valuation approach based on ameppronducted by an independent, lice
appraiser outside of the Bank using observable etal&ta. The value of business equipment is bgsed an outside appraisal if deemed
significant, or the net book value on the appliedatlisiness’ financial statements if not consideigdificant using observable market data.
Likewise, values for inventory and accounts redglies collateral are based on financial statemeianbas or aging reports.

Covered loans are and will continue to be subjeth¢ Bank’s internal and external credit review aronitoring that is applied to the non-
covered loan portfolio. If credit deteriorationeigperienced subsequent to the initial acquisit@nvalue amount, such deterioration will be
measured, and a provision for loan losses willlerged to earnings. These provisions will be oftsean increase to the FDIC loss sharing
receivable for the estimated portion anticipateddaeceived from the FDIC, and is recognized in-imberest income.

Loans Receivable Covered Under Loss Sharing Agreemies

Loans acquired in the two FDIC assisted transastae recorded at fair value at the acquisitioe dat are subject to Loss Sharing
Agreements with the FDIC. In the acquisitionsha Acquired Banks, the fair value was determinesktan expected future cash flows and
the fair value of the collateral. Factors considdaredetermining the fair value (Level 3) of thegated loans include projected cash flows, type
of loan and related collateral, classificationssatontractual interest rate, term of loan, amatibn status, current market conditions and
discount rates. Loans were evaluated individuathgn applying valuation techniques for the majooityhe loans of the Acquired Banks. The
present values of projected cash flows are measusiad discount rates that are based on curreriteheates for new originations of
comparable loans. The discount rates do not inchaifiestments for credit losses that are includetiénestimated cash flows.

At the date of the acquisitions, Customers BanHlyaed the delinquent and nonaccrual loans, thete@ghmonth history of delinquency and
reviewed the financial information available focckdoan with in the Acquired Bankian portfolios. The loans acquired from USA Bain&t
met the definition under ASC 310-30 as a loan wittdit deterioration were individually reviewed amalloan pools were created. The loans
acquired from ISN Bank that met the definition unA&C 310-30 were further evaluated and separateddans to be individually reviewed
and loans to be pooled based upon risk charadétsrishcquired loans with a fair market value 00$1622 did not appear to have
characteristics of credit deterioration and $74,dfBeared to have characteristics of credit detdiom on their acquisition dates.
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Acquired loans that were not individually reviewmat had characteristics of credit deteriorationaaygregated into pools, based on individt
evaluated common risk characteristics, and aggeeggiected cash flows were estimated for each poahs acquired from USA Bank were
individually reviewed. A pool is accounted forasingle asset with a single interest rate, curiveldbss rate and cash flow expectation. The
Bank aggregated three pools of acquired loansan3hN Bank acquisition totaling $6,211 at the asijjion date that were determined to have
credit deterioration characteristics primarily bkhs@mnon-accrual or significant delinquency statukan will be removed from a pool of loans
only if the loan is sold, foreclosed, assets aceived in satisfaction of the loan, or the loawigten off, and will be removed from the pool at
the carrying value. If an individual loan is remdveom a pool of loans, the difference betweemétative carrying amount and the cash, fair
value of the collateral, or other assets receiviido® recognized in income immediately and woudd affect the effective yield used to
recognize the accretable difference on the remgipgol.

The fair value of loans with evidence of creditatitiration are recorded net of a nonaccretableidiffce and, if appropriate, an accret
yield. The difference between contractually requiipgyments at acquisition and the cash flows ergetd be collected at acquisition is
nonaccretable difference, which is included in tlaerying amount of acquired loans. Subsequent deeseto the expected cash flows
generally result in a provision for loan and lelsses. Subsequent increases in cash flows resaltéversal of the provision for loan and I¢
losses to the extent of prior charges, or a reifieason of the difference from nonaccretable tzetable with a positive impact on accretio
interest income in future periods. Further, anyesscof cash flows expected at acquisition overegtamated fair value is referred to as
accretable yield and is recognized in interestime@ver the remaining life of the loan when thera reasonable expectation about the an
and timing of those cash flows.

Restricted Stock

Restricted stock, included in other assets, reptesequired investment in the capital stock offederal Home Loan Bank, the Federal
Reserve Bank, and Atlantic Central Bankers Bankiamarried at cost. In December 2009, the FHLRIttsburgh notified member banks that
it was suspending dividend payments and the repsebf capital stock. Management's determinatfomhmther these investments are
impaired is based on their assessment of the ukinegoverability of their cost rather than by mguiaing temporary declines in value. The
determination of whether a decline affects thematie recoverability of their cost is influenceddrsiteria such as (1) the significance of the
decline in net assets of the FHLB as compareddaa#pital stock amount for the FHLB and the lergfttime this situation has persisted, (2)
commitments by the FHLB to make payments requisethty or regulation and the level of such paymémt®lation to the operating
performance of the FHLB, and (3) the impact of $égfive and regulatory changes on institutions aedordingly, on the customer base of the
FHLB. Management believes no impairment chargenwezessary related to the restricted stock as oémber 31, 2011 and 2010. In
February 2012, the FHLB declared a dividend payabtee Bank’s shareholders and also resumed reasecof excess capital stock.

Other Real Estate Owned

Real estate properties acquired through, or indieloan foreclosure are initially recorded at fealue less cost to sell at the date of foreclesur
establishing a new cost basis. After foreclosuadyations are periodically performed by managermed the real estate is carried at the lower
of its carrying amount or fair value less the dostell. Revenue and expenses from operations lzemges in the valuation allowance are
included in the statement of operations. Cendirer real estate owned (OREO) that was acquimd fdSA Bank and ISN Bank or through
the foreclosure of loans of those banks is sultgetbss Sharing Agreements with the FDIC.
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FDIC Loss Sharing Receivable

The FDIC loss sharing receivable was initially nelsml at fair value, based on the discounted valexpected future cash flows under the loss
share agreements. The difference between the presiele and the undiscounted cash flows the Baplkes to collect from the FDIC is
accreted into non-interest income over the lif¢hef FDIC loss sharing receivable.

The FDIC loss sharing receivable is reviewed quigreend adjusted for any changes in expected dasgfsfbased on recent performance and
expectations for future performance of the coveradfolio. These adjustments are measured on tine &asis as the related covered loans and
covered other real estate owned. Any increaseash flow of the covered assets over those expe&dteeduce the FDIC loss sharing
receivable and any decreases in cash flow of thiered assets under those expected will increaseDh@ loss sharing receivable. Increases to
the FDIC loss sharing receivable are recorded iniatelgt as adjustments to non-interest income adedses to the FDIC loss sharing
receivable are recognized over the life of the Bis&re agreements.

Bank Owned Life Insurance

Bank owned life insurance policies insure the ligésfficers of the Bank, and name the Bank as figiaey. Non-interest income is generated
tax-free (subject to certain limitations) from therease in the policies’ underlying investmentslmby the insurance company. The Bank is
capitalizing on the ability to partially offset desassociated with employee compensation and kigmefjrams with the bank owned life
insurance.

Bank Premises and Equipment

Bank premises and equipment are stated at coshdessnulated depreciation. Depreciation is compatethe straight-line method over
the estimated useful lives of the related assegssehold improvements are amortized over the shofthe term of the lease or estimated
useful life, unless extension of the lease termedsonably assured.

Income Taxes

Customers Bank accounts for income taxes unddiahiéity method of accounting for income taxeshelincome tax accounting guidance
results in two components of income tax expenseentiand deferred. Current income tax expendeatsftaxes to be paid or refunded for the
current period by applying the provisions of tha&ed tax law to the taxable income or excess dfickons over revenues. The Bancorp
determines deferred income taxes using the ligk{itit balance sheet) method. Under this methadn#i deferred tax asset or liability is based
on the tax effects of the differences between thakland tax bases of assets and liabilities, andted changes in tax rates and laws are
recognized in the period in which they occur.

A tax position is recognized if it is more likelgan not, based on the technical merits, that th@aaition will be realized or sustained upon
examination. The term more likely than not meafikedihood of more than 50 percent; the terms eixaoh and upon examination also include
resolution of the related appeals or litigationgass, if any. A tax position that meets the maeely-than-not recognition threshold is initially
and subsequently measured as the largest amotax bénefit that has a greater than 50 perceriifiiked of being realized upon settlement
with a taxing authority that has full knowledgeatifrelevant information. The determination of wler or not a tax position has met the more-
likely-than-not recognition threshold considers thets, circumstances, and information availabliatreporting date and is subject to
management’s judgment.

In assessing the realizability of federal or stiéerred tax assets, management considers whethenore likely than not that some portion or
all of the deferred tax assets will not be realiz&tie ultimate realization of deferred tax asgetlependent upon the generation of future
taxable income during periods in which those terapodifferences become deductible. Managementiderssthe scheduled reversal of
deferred tax liabilities, projected future taxalleome and prudent, feasible and permissible akagsedvailable tax planning strategies in
making this assessment. Based on the level afrigat taxable income and projections for futureatsle income over the periods in which the
deferred tax assets are deductible as well asadlaitax planning strategies, management beli¢vesriore likely than not that Bancorp will
realize the benefits of these deferred tax assets.

Stock-Based Compensation
Customers Bank has two active stock-based compengadans. Stock based compensation accountingaga&requires that the compensation

cost relating to share-based payment transactiemsdognized in financial statements. That costéasured based on the grant-date fair value
of the equity or liability instruments issued.
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NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )
Stock-Based Compensation (continued)

Compensation cost for all stock awards is calcdlated recognized over the employees’ service pegederally defined as the vesting
period. For awards with graded-vesting, compearatost is recognized on a straight-line basis twerequisite service

period for the entire award. A Black-Scholes madeised to estimate the fair value of stock otjavhile the market price of Customers
Bank’s common stock at the date of grant is usedefstricted stock awards.

Comprehensive Income

Comprehensive income (loss) consists of net inc@lass) and other comprehensive income. Other cehgirsive income includes unrealized
gains and losses on securities available for salg unrealized losses related to factors otherdhedit on debt securities which have been
determined to be other-than-temporarily impaired.

Earnings per Share

Basic earnings per share represents net incomeediiy the weighted average number of common slaitstanding during the

period. Diluted earnings per share reflects themdal dilution that could occur if (i) options tesue common stock were exercised and (ii)
warrants to issue common stock were exerciseden®lat common shares that may be issued relatedtstanding stock options are
determined using the treasury stock method.

Segment Information

Customers Bancorp, Inc. has one reportable segti@mtamunity Banking.” All of the Company’s actiigs are interrelated, and each activity
is dependent and assessed based on how eachaatithites of the Company supports the others. éxample, lending is dependent upon the
ability of the Company to fund itself with depositisd borrowings while managing the interest rattaedit risk. Accordingly, all significant
operating decisions are based upon analysis damk as one segment or unit.

New Accounting Pronouncements

In April 2011, the Financial Accounting StandardsaBl (“FASB”) issued Accounting Standards Upda&SU”) 2011-02 A Creditor’s
Determination of Whether a Restructuring Is a ThedtDebt Restructuringproviding additional guidance to creditors for exating troubled
debt restructurings. The amendments clarify the@uie in ASC 310-40Receivables: Troubled Debt Restructurings by Qoedjwhich
requires a creditor to classify a restructuringaoubled debt restructuring (TDR) if: (1) thetrasturing includes a concession by the creditor
to the borrower, and, (2) the borrower is expeiiggpdéinancial difficulties. The amended guidancguiees a creditor to consider all aspects of
the restructuring to determine whether it has gmduat concession. It further clarifies that a caditust consider the probability that a debtor
could default in the foreseeable future when deit@mg whether the debtor is facing financial ditfity, even though the debtor may not be in
default at the date of restructuring. This new gaitk requires a company to retrospectively evaklatestructurings occurring on or after the
beginning of the fiscal year of adoption to deterenif the restructuring is a TDR. As a resultle Bancorp’s adoption, the notes to the
financial statements have been updated to inchielexpanded disclosures.

In April 2011, the FASB issued ASU 2011-G&consideration of Effective Control for RepurchageeementsThis ASU removes from the
assessment of effective control (1) the criteriequiring the transferor to have the ability to nefiase or redeem the financial assets on
substantially the agreed terms, even in the eviethéfault by the transferee, and (2) the collateraintenance implementation guidance related
to that criterion. This guidance is effective fbeffirst interim or annual period beginning on fieaDecember 15, 2011. The guidance is to be
applied prospectively to transactions or modifigasi of existing transactions that occur on or dftereffective date. Adoption of this guidance
is not expected to have a material impact on residloperations or financial condition.

In May 2011, the FASB issued ASU 2011-84nendments to Achieve Common Fair Value MeasursmaedtDisclosure Requirements in U.S.
GAAP and IFRSThe amendments change the wording used to desuehyg of the requirements in U.S. GAAP for measufaigvalue and

for disclosing information about fair value measoeats. The guidance is effective during interim andual periods beginning after
December 15, 2011. The guidance is to be appliespectively, and early application by public eattis not permitted. Adoption of the
guidance is not expected to have a significant chpa the Bancorp’s financial statements.
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NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )

In June 2011, the FASB issued ASU 2011®¥sentation of Comprehensive Incotdader the new guidance, the components of net iecom
and the components of other comprehensive incom&éegresented either in a single continuous stteof comprehensive income or in two
separate but consecutive statements. This guiddimimates the option to present components ofratbmprehensive income as part of the
changes in shareholders’ equity. This amendmehbeilpplied retrospectively, and the amendmert&Hective for fiscal years and interim
periods ending after December 15, 2012. Early adojs permitted. Adoption of the guidance is ngpected to have a significant impact on
the Bancorp’s financial statements.

In September, 2011, the FASB issued ASU 2011F@8ting Goodwill for Impairment.he purpose of this ASU is to simplify how entitiest
goodwill for impairment by adding a new first stepthe preexisting goodwill impairment test und&@ Topic 350]ntangibles — Goodwiill

and other.This amendment gives the entity the option to fistess a variety of qualitative factors such aaaic conditions, cash flows, and
competition to determine whether it was more likitlgn not that the fair value of goodwill has falleelow its carrying value. If the entity
determines that it is not likely that the fair valibas fallen below its carrying value, then thétemtill not have to complete the original two-
step test under Topic 350. The amendments in tBid Are effective for impairment tests performedfigeal years beginning after December
15, 2011. Early adoption is permitted. The Bandsmvaluating the impact of this ASU on its condated financial statements.

In December, 2011, the FASB issued ASU 2011Brecognition of in Substance Real Estate — a S@pefication. This ASU clarifies
previous guidance for situations in which a repgrientity would relinquish control of the asseta@&ubsidiary in order to satisfy the
nonrecourse debt of the subsidiary. The ASU coredutiat if control of the assets has been trarsfdéa the lender, but not legal ownership of
the assets; then the reporting entity must contioudeclude the assets of the subsidiary in itssotidated financial statements. The amendn

in this ASU are effective for public entities farraual and interim periods beginning on or aftereJli, 2012. Early adoption is permitted. The
Bancorp does not expect this ASU to have a sigmifiempact on its consolidated financial statements

In December, 2011, the FASB issued ASU 2011Hi4¢losures about Offsetting Assets and Liabiljtiesan effort to improve comparability
between U.S. GAAP and IFRS financial statementh vagard to the presentation of offsetting assadsliabilities on the statement of financ
position arising from financial and derivative inshents, and repurchase agreements. The ASU a$tabladditional disclosures presenting
gross amounts of recognized assets and liabilitisetting amounts, and the net balance reflectelde statement of financial position.
Descriptive information regarding the nature amgghts of the offset must also be disclosed. The Bgndoes not expect this ASU to have a
significant impact on its consolidated financiatsments.

In December, 2011, the FASB issued ASU 2011E#erral of the Effective Date to the PresentatdiiReclassifications of ltems Out of
Accumulated Other Comprehensive Income in Accogir8tandards Update 20-05. In response to stakeholder concerns regarding the
operational ramifications of the presentation @fsthreclassifications for current and previousgjghe FASB has deferred the implementation
date of this provision to allow time for furtherrderation. The requirement in ASU 2011-Bsesentation of Comprehensive Incoffioe the
presentation of a combined statement of comprehemstome or separate, but consecutive, stateroénist income and other comprehensive
income is still effective for fiscal years and irite periods beginning after December 15, 2011 fdslic companies. The adoption of this ASU
did not have a significant impact on the Compamgssolidated financial statements.
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NOTE 4 — EARNINGS PER SHARE

Basic earnings per share are computed by dividgigntome by the weighted-average number of comshamnes outstanding during the

period. Diluted earnings per share reflects themdal dilution that could occur if (i) options purchase common stock were exercised and (i)
warrants to purchase common stock were exerciBetential common shares that may be issued refatedtstanding stock options are
determined using the treasury stock method. THeviiiig are the components of the Bancorp’s earnpegsshare for the periods presented:

December 31

2011 2010 2009

Net income (loss) allocated to common sharehol $ 399 $ 23,73 $ (13,23%)
Weighteraverage number of common shares outstar- basic 10,071,56 6,303,00! 1,206,00:
Stoc-based compensation pla 141,26: 97,89: —

Warrants 71,53: 48,11°¢ —
Weighted-average number of common shares - diluted 10,284,36 6,449,01. 1,206,00:
Basic earnings (loss) per shi $ 04C $ 3.7¢ $ (20.99%)
Diluted earnings (loss) per sh $ 03¢ % 36 $ (10.99)

Stock options outstanding for 34,130 shares of comatock with exercise prices ranging from $12®633.00 and warrants for 130,047
shares of common stock with exercise prices ranfyorg $16.50 to $68.82 for the year ended DecerBiieP011 were not dilutive because the
exercise prices were greater than the average inanike. Stock options outstanding for 9,616 shafesmmon stock with exercise prices
ranging from $30.75 to $33.00 and warrants for 91 ghares of common stock with an exercise prickl6f50 for the year ended December
31, 2010 were not dilutive because the exercisgepnivere greater than the average market pricek $ptions outstanding for 14,936 shares
of common stock with exercise prices ranging fra30.85 to $33.00 and warrants for 238,973 sharesmimon stock with an exercise price
$16.50 for the year ended December 31, 2009 werdilnive due to losses in 2009.

NOTE 5 — INVESTMENT SECURITIES

The amortized cost and approximate fair value wéstiment securities as of December 31, 2011 andrbleer 31, 2010 are summarized as
follows:

December 31, 201.

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

Available for Sale:
U.S. Treasury and government agen $ 1,00z $ — 3 @ 3 1,001
Mortgage-backed securitie(1) 55,81¢ 581 (207) 56,29:
Asse-backed securitie 622 5 — 627
Municipal securitie! 2,071 — (71) 2,00(
Corporate note 20,00( — (783) 19,21°

$ 79,51 $ 586 $ (962) $ 79,13’
Held to Maturity:
Mortgage-backed securitie $ 319,54 $ 11,26: $ —  $ 330,80

Q) Includes an interest only strip sitguwf $2,894.
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NOTE 5 — INVESTMENT SECURITIES (continued)

December 31, 201!

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

Available for Sale:
U.S. Treasury and government agen $ 1,711 $ — $ (30) % 1,681
Mortgage-backed securitie 204,18 561 (3,169 201,57-
Asse-backed securitie 71¢ 3 — 722
Municipal securitie! 2,08¢ — (237) 1,851

$ 208,70 $ 564 $ (3,436) $ 205,82¢

The following table shows proceeds from the salavafilable for sale investment securities, grosssgand gross losses on those sales of
securities:

December 31

2011 2010 2009
Proceeds from sale of availa-for-sale investment securiti $ 182,74. $ 154,28 $ 11,81¢
Proceeds from sale of h-to-maturity investment securitit - - 2,26:
Gross gain: 2,731 1,117 23€
Gross losse - (©)] -
Net gains 2,731 1,11¢ 23€

The following table shows investment securitiestated maturity. Investment securities backed bystgages have expected maturities that
differ from contractual maturities because borranrave the right to call or prepay, and are, tleegfclassified separately with no specific
maturity date:

December 31, 201.

Available-for-Sale Held-to-Maturity
Amortized Fair Amortized Fair
Cost Value Cost Value
Due in one year or let $ 1,10z $ 1,102 $ = $ —
Due after one year through five ye. 22,471 21,62¢ — —
Due after five years through ten ye 77 78 — —
Due after ten yeal 39 39 — —
23,69: 22,84: — —
Mortgage-backed securities (1) 55,81¢ 56,29: 319,54° 330,80¢
Total investment securitie $ 79,51 $ 79,137 $ 319,54 $ 330,80¢

(1) Includes an interest only strip gégwf $2,894.

In 2009, the Bancorp’s decision to sell all oftiedd to maturity securities resulted from concerhthe economy and the resulting impact on
asset quality, the opportunity to take advantaggaafs that existed in the three securities arfttp maintain regulatory capital ratios within
the “Well Capitalized” status before raising capiteJune 2010. The Bancorp considered the pdotfainted and did not utilize held to
maturity securities until two years later.
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NOTE 5 — INVESTMENT SECURITIES (continued)

The Bancorp’s investments’ gross unrealized loasesfair value, aggregated by investment categodylength of time for individual
securities that have been in a continuous unrehlass position, at December 31, 2011 and DeceBibe2010 are as follows:

December 31, 201.

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

Available for Sale:
U.S. Treasury an

governmen agencie: $ 1,001 $ L $ - $ - $ 1,001 $ (@h)]
Mortgage«-backec securities 16€ (D) 412 (10€) 57¢ (207)
Municipal securitie - - 2,00 (77) 2,00¢ (77)
Corporate notes 19,21¢ (78%) - - 19,21¢ (78%)

Total investmer securities
available-for-sale $ 20,38 $ (785) & 2412 $ ar77n $ 22,797 $ (962)

December 31, 201

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

Available for Sale:
U.S. Treasury and government

agencie $ 1457 $ 29 $ 11€ $ 12 $ 157 $ (30
Mortgage-backed securitie 134,06¢ (3,109 524 (65) 134,59: (3,169
Municipal securitie: — — 1,851 (237 1,851 (237
Total investment securities available

for-sale $ 135,52 $ (3135 $ 2491 % (303 $ 138,01t $ (3,436

At December 31, 2011, there were ten availableséte investment securities in the less than tweleath category and six available-for-sale
investment securities in the twelve month or mategory. At December 31, 2010, there were thirtgdhavailable-for-sale investment
securities in the less than twelve month categodysix available-for-sale investment securitiethm twelve month or more category. In
management’s opinion, the unrealized losses refléctarily changes in interest rates, due to chamgeconomic conditions and the liquidity
of the market and not credit quality. In additittne Bancorp does not believe that it will be makely than not that the Bancorp will be
required to sell the securities prior to maturitymearket price recovery.

At December 31, 2011 and 2010, Customers Bank phbduunicipal and mortgage-backed securities of $@iPland $2,062, respectively as
collateral for borrowings.
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NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES

The composition of net loans receivable at DecerBtheP011 and December 31, 2010 is as follows:

2011 2010

Constructior $ 37,92¢ $ 50,96+
Commercial real esta 51,61¢ 72,28:
Commercial and industrii 10,25 13,15¢
Residential real esta 22,46" 23,82
Manufactured housing 4,017 4,66

Total loans receivable covered under FDIC Loss iBbakgreements (1) 126,27t 164,88!
Constructior 15,27: 13,38:
Commercial real esta 352,63! 144,84¢
Commercial and industrii 69,17¢ 35,94
Mortgage warehous 619,31¢ 186,11«
Manufactured housin 104,56! 102,92:
Residential real esta 53,47t 28,96«
Consume 2,211 1,581
Deferred (fees) costs, net (389 327

Total loans receivable not covered under FDIC L®isaring Agreements 1,216,26! 514,08
Allowance for loan and lease los: (15,037) (15,129
Loans receivable, ni $ 1,327,500 $ 663,84

(1) Loans that were acquired in the two FDIC dsdigransactions and are covered under Loss Shagregments with the FDIC are referred
to as “covered” loans throughout these financiateshents.

Nor-Covered Nonaccrual Loans and Loans Past Due

The following table summarizes non-covered nonaddoans and past due loans, by class, as of Deze®ih 2011:

3C-89 Days
Past Due  Greater Than Total Past Non- Total Loans
(1) 90 Days (1) Due(1) Accrual Current (2) (4)

Commercial and industrii $ — $ — $ — $ 296z $ 66,21¢ $ 69,17¢
Commercial real esta 1,11« — 1,11« 27,29( 324,23: 352,63!
Constructior — — — 5,63( 9,641 15,27!
Residential real esta

First mortgage: 1,051 — 1,051 1,85¢ 24,78¢ 27,69(

Home equity 44¢ — 44¢ 1,091 24,24 25,78¢

Acquired with credit deterioratic — — — — — —
Consume 21 — 21 40 2,15( 2,211
Mortgage warehous — — — — 619,31¢ 619,31¢
Manufactured housing (3) 5,16 — 5,16 — 99,40: 104,56!
Total $ 7,79¢  $ — $ 7,79¢  $ 38,86 $ 1,169,990 $ 1,216,65
@ Loan balances do not include 1-accrual loans
2 Loans where payments are due within 29 days o$¢heduled payment da
3) Purchased manufactured housing loans are subjeeastoreserves held at the Bank and are used datierpast due payments wk

the loan reaches 90 days or more delingt

4 Loans exclude deferred costs and fi
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NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

The following table summarizes non-covered nonadnans and past due loans, by class, as of Dezredih 2010:

30-89 Days Greater Than Total Past Non-
Past Due(l 90 Days(1) Due(1) Accrual Current(2) Total Loans(4)
Commercial and industrii $ — 8 — $ — % 70t $ 35237 $ 35,94:
Commercial real esta 3,54¢ — 3,54¢ 15,73¢ 125,56! 144,84
Constructior 51 — 51 4,67 8,66: 13,387
Residential real esta
First mortgage — — — 65€ 6,70t 7,36°
Home equity 40C — 40C 467 20,70 21,56¢
Acquired with credit
deterioratior — — — 32 — 32
Consume 17 5 22 — 1,55¢ 1,581
Mortgage warehous — — — — 186,11« 186,11
Manufactured housing (: 2,69¢ — 2,69¢ — 100,22¢ 102,92:
Total $ 6,711 $ 5 $ 6,71¢ $ 22,27 $ 484,77( $ 513,76(

(1) Loan balances do not include non-accruaidoa

(2) Loans where payments are due within 29 daylse scheduled payment da

(3) Purchased manufactured housing loans ajeciub cash reserves held at the Bank and aretadedd the past du payments when tt
loan reaches 90 days or more delinqu

(4) Loans exclude deferred costs and f

Covered Nonaccrual Loans and Loans Past Due
The following table summarizes covered nonaccrah$ and past due loans, by class, as of Decertb20B31:

30-89 Days  Greater Than Total Past

Past Due (1 90 Days(1) Due(1) Nonaccrual Current(3) Total Loans
Commercial and industrii
Acquired with credi $ — $— $ — $ 37¢  $ — 8 37¢
deterioratior
Remaining loans (2 2,672 — 2,672 — 7,204 9,87¢
Commercial real esta
Acquired with credi — — — 16,20« 2,03¢ 18,24:
deterioratior
Remaining loans (2 1,07¢ — 1,07¢ 1,462 30,84( 33,37¢
Constructior
Acquired with credri — — — 18,89¢ 3,26¢ 22,16:
deterioratior
Remaining loans (Z 92 — 92 2,58¢ 13,08¢ 15,76«
Residential real esta
Acquired with credri — — — 4,002 — 4,00z
deterioratior
First mortgages (2 57C — 57C — 8,601 9,171
Home equity (2 281 — 281 1,532 7,47¢ 9,29:
Manufactured housin
Acquired with credi — — — 77 — 77
deterioratior
Remaining loans (Z 6 — 6 78 3,851 3,93¢
$ 4,69t $ — 8 4,69 $ 45217 $ 76,36¢ $ 126,27t

(1) Loan balances do not include accrual loans
(2) Loans that were not identified at the acquositilate as a loan with credit deteriorati
(3) Loans where payments are due within 29 daysefcheduled payment da
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NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

The following table summarizes covered nonaccrah$ and past due loans, by class, as of Deceriib2030:

Commercial and industrii
Acquired with credit deterioratic
Remaining loans (Z
Commercial real esta
Acquired with credit deterioratic
Remaining loans (z
Constructior
Acquired with credit deterioratic
Remaining loans (Z
Residential real esta
Acquired with credit deterioratic
First mortgages (2
Home equity (2
Manufactured housin
Acquired with credit deterioratic

Remaining loans (z

30-89 Days  Greater than Total past Non-
Past Due (1) 90 days (1) due (1) accrual Current(3) Total Loans
$ 41¢  $ — 3 41¢ $ 1,79C $ 1,00: $ 3,212
53 — 53 — 9,891 9,94/
1,21¢ — 1,21¢ 15,24: 23,77¢ 40,23t
79t — 79t 43z 30,81¢ 32,04¢
3,88¢ — 3,88¢ 19,86¢ — 23,75
— — — 1,912 25,29¢ 27,21
— — — 4,01z 1,751 5,764
- — — — 8,25¢ 8,254
24¢ — 24§ 4 9,557 9,80¢
— — — 95 7 102
112 — 113 9€ 4,351 4,56(
$ 6,720 $ — 3 6,727 $ 43,45 $ 114,70 $ 164,88!

(1) Loan balances do not include accrual loans

(2) Loans receivable that were not identified upoqguisition as a loan with credit deteriorati

(3) Loans where payments are due within 29 dayseo§cheduled payment da
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NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

Impaired Loans- Covered and Non-Covered

The following table presents a summary of the imgzhloans at December 31, 2011.

Unpaid Average Interest
Principal Related Recorded Income
Balance (1) Allowance Investment Recognized
With no related allowance recorded:
Commercial and industrii $ 6,97t $ — % 7,10¢ $ 35¢€
Commercial real esta 20,43: — 21,881 792
Constructior 8,77: — 8,77¢ 25¢E
Residential real esta 345 — 347 —
With an allowance recorded:
Commercial and industri 80C 42¢ 81t 27
Commercial real esta 12,19¢ 2,047 12,41« 55E
Constructior 7,36¢ 2,98¢ 7,36¢ 132
Consume 22 22 27 1
Residential real esta 86¢ 19E 904 9
Total $ 57,77 $ 567¢ $ 59,64¢ $ 2,127
(1) Also represents the recorded investment.
The following table presents a summary of the imgzhloans at December 31, 2010.
Unpaid Average Interest
Principal Related Recorded Income
Balance(1) Allowance Investment Recognized
With no related allowance recorded:
Commercial and industrii $ 17¢ $ — % 83 $ 2
Commercial real esta 10,82¢ — 4,737 35¢€
Constructior 551 — 27¢ —
Consume — — — —
Residential real esta 65¢ — 49¢ 22
With an allowance recorded:
Commercial and industrii 7,38 1,45¢ 6,38: 462
Commercial real esta 18,84: 6,551 11,71°¢ 857
Constructior 6,16¢ 2,00¢ 6,19¢ 16¢€
Consume — — — —
Residential real esta 62C 30& 66¢ 16
Total $ 4522¢ $ 10,31¢ $ 30,55¢ $ 1,88:

(1) Also represents the recorded investment.
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NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

Troubled Debt Restructurings

At December 31, 2011, there were $9.9 million ianle categorized as troubled debt restructuring®R™. All TDRs are considered impaired
loans in the calendar year of their restructurlngsubsequent years, a TDR may cease being cibsi$i impaired if the loan was modified at a
market rate and has performed according to the fieddierms for at least six months. A loan that haen modified at a below market rate will
return to performing status if it satisfies the signth performance requirement; however, it withegn classified as impaired.

The following is an analysis of loans modified itraubled debt restructuring by type of concess$worthe year ended December 31, 2011.
There were no modifications that involved forgivenef debt.

TDRs in
compliance
with their
modified TDRs that
terms and are not
accruing accruing
interest interest Total
Extended under forbearan $ - $ 5,151 $ 5,151
Multiple extensions resulting from financial diftitty 72 - 72
Interest rate reductior 91C - 91C
Total $ 98z $ 5151 $ 6,13:
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NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)
Troubled Debt Restructurings

The following table provides, by class, the numbidbans and leases modified in troubled debt vestirings, and the recorded investments
unpaid principal balances for the year ended Deeerdb, 2011.

TDRs in compliance with

their modified terms and TDRs that are not
accruing interest accruing interest
Number Recorded Number Recorded
of Loans Investment of Loans Investment
Commercial and industris - $ = - $ =
Commercial real esta 1 612 6 4,53¢
Constructior - -
Manufactured housin 12 982 - -
Residential real esta - - - -
Consumer - - - -
Total loans and leas: 13 $ 1,59¢ 6 $ 4,53¢

The following table provides, by class, the numiidbans and leases modified in troubled debt vestirings, and the recorded investments
unpaid principal balances for the year ended Deeer®b, 2010.

TDRs in compliance with

their modified terms and TDRs that are not
accruing interest accruing interest
Number Recorded Number Recorded
of Loans Investment of Loans Investment
Commercial and industri; 1 3% 124 4 % 617
Commercial real esta 5 2,72¢ 9 3,501
Constructior 1 55C - -
Manufactured housin - - - -
Residential real esta - - 1 65¢
Consumer 1 3 - -
Total loans and leas: 8 $ 3,40¢ 14 $ 4,77¢

TDR modifications primarily involve interest rateressions, extensions of term, deferrals of pradcand other modifications. Other
modifications typically reflect other nonstandaedns which the Bancorp would not offer in non-trigabsituations. During the years ended
December 31, 2011 and 2010, respectively, $2,483p4r029 were modified in a troubled debt restmioty TDR modifications of loans
within the commercial and industrial category werenarily interest rate concessions, deferralsrofgipal and other modifications;
modifications of commercial real estate loans wemmarily deferrals of principal, extensions ofrteand other modifications; and
modifications of residential real estate loans wermarily interest rate concessions and defewffwincipal. As of December 31, 2011 and
2010, there were no commitments to lend additifunradls to debtors whose terms have been modifitubled debt structuring.

During the first quarter of 2011, one TDR loante amount of $710,000 defaulted on its modifiechteand transferred to OREO. The loan
was part of the commercial real estate segmenhaddlready been evaluated for impairment withpezdic reserve assigned. There were no
valuation losses at the time of the transfer ardifimpact on the ALLL. There were no other TDRBrls that defaulted during the twelve
month period ending December 31, 2011.

All loans and leases modified in troubled debtriegtirings are evaluated for impairment. The natune extent of impairment of TDRs,
including those which have experienced a subsedqiefatlt, is considered in the determination ohppropriate level of allowance for credit
losses. There was $352 and $480 in specific reseeseilting from the addition of TDR modificatiodisring the years ended December 31,
2011 and December 31, 2010.
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

Credit Quality Indicators

Commercial and industrial, commercial real estagsidential real estate and construction loandased on an internally assigned risk rating
system which are assigned at the loan originatimhraviewed on a periodic or on an “as needed’sh&dnsumer, mortgage warehouse and

manufactured housing loans are evaluated basdukqrayyment activity of the loan. The following prets the credit quality tables as of
December 31, 2011 and December 31, 2010 for thecawered loan portfolio.

December 31, 201.

Commercial
and Commercial Residential
Industrial Real Estate  Construction Real Estate
Pass/Satisfactoi $ 61,327 $ 308,25¢ $ 931« $ 50,51’
Special Mentior 57 13,40: 237 -
Substandar 7,472 29,31: 4,34¢ 2,95¢
Doubtful 32z 1,66: 1,371 -
Total $ 69,17¢ $ 352,63! $ 15,27. $ 53,47¢
Mortgage Manufactured
Consumer Warehouse Housing

Performing $ 2,171 $ 619,31¢ $ 104,56!
Nonperforming (1. 40 - -
Total $ 2,211 $ 619,31( $ 104,56!

@ Includes loans that are on nocraal status or past due ninety days or more aedber 31, 2011.
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

December 31, 201I

Commercial

and Commercial Residential
Industrial Real Estate  Construction Real Estate
Pass/Satisfactol $ 27,77: % 107,480 $ 4,65: $ 27,56¢
Special Mentior 534 8,50( 1,41¢ —
Substandar 7,30¢ 25,21 6,24¢ 1,39¢
Doubtful 331 3,65¢ 1,072 —
Total $ 3594: $ 144,84¢ $ 13,387 $ 28,96+
Mortgage Manufactured

Consumer Warehouse Housing
Performing $ 155¢ $ 186,111 $ 100,22¢
Nonperforming (1. 22 — 2,69¢
Total $ 1581 $ 186,11: $ 102,92

(1) Includes loans that are on r-accrual status or past due ninety days or moreesaember 31, 201!

The following presents the credit quality table®BBecember 31, 2011 and December 31, 2010 focdkiered loan portfolio.

December 31, 201.

Commercial
and Commercial Residential
Industrial Real Estate  Construction Real Estate
Pass/Satisfactor $ 9,82: $ 30,99¢ $ 553¢ $ 16,47¢
Special Mentior 53 3,35¢ 7,641 45k
Substandar: 37¢ 17,26: 24,74¢ 5,53¢
Doubtful - - - -
Total $ 10,25¢ $ 51,61¢ $ 37,92¢ $ 22,46¢
Manufactured
Housing
Performing $ 3,851
Nonperforming (1. 15E
Total $ 4,012

(1) Includes loans that are on r-accrual status or past due ninety days or moreesae@ber 31, 201
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

December 31, 201I

Commercial
and Commercial Residential
Industrial Real Estate  Construction Real Estate
Pass/Satisfactol $ 11,13¢ % 38,43. $ 23,13: $ 17,21¢
Special Mentior 1,06( 16,11¢ 19,57: 3,21«
Substandar 917 14,73¢ 8,257 1,672
Doubtful 4k 2,99¢ — 1,717
Total $ 13,15¢ $ 72,28, $ 50,96¢ $ 23,82.
Manufactured
Housin
Performing $ 4,35¢
Nonperforming (1. 304
Total $ 4,667
@ Includes loans that are on r-accrual status or past due ninety days or moresaemdber 31, 201/

Allowance for loan and lease loss

The changes in the allowance for loan and leasefoas of December 31, 2011 and December 31, 2@lha loans and allowance for loan

and lease losses by loan segment based on impaimatinod are as follows:

Commercial
and Commercial Residential

Twelve months ended December 31, 20 Industrial Real Estate  Construction Real Estate
Beginning Balance, January 1, 2C $ 1,66z $ 9,15 $ 2,127 % 1,11¢
Chargeoffs (2,549 (5,775 (1,179 (109)
Recoveries 11 94 2 —
Provision for loan losses 2,311 3,55¢ 3,70¢ (163)
Ending Balance, December 31, 2011 $ 1,441 $ 7,02¢ $ 4656 $ 844
Loans:

Individually evaluated for impairme $ 7,778 $ 32,62F % 16,14: $ 1,217

Collectively evaluated for impairme 73,871 354,56: 16,02¢ 71,47

Loans acquired with credit deteriorati 88t 20,96: 26,42¢ 4,731
Allowance for loan and lease losse

Individually evaluated for impairme: $ 42¢€  $ 2,047 % 2,98¢ $ 19t

Collectively evaluated for impairme 911 4,06: 20¢ 554

Loans acquired with credit deteriorati 104 92( 1,461 94
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

Manufactured Mortgage
Twelve months ended December 31, 20. Housing Consumer Warehouse Unallocated Total
Beginning Balance, January 1, 2C $ — 3 11 $ 46 $ 59¢ $ 15,12¢
Charge-offs — (55 — — (9,667
Recoveries — 7 — — 114
Provision for loan losses 18 98 464 (542) 9,45(
Ending Balance, December 31, 2( $ 18 $ 61 $ 92¢ $ 54 $ 15,03:
Loans:
Individually evaluated for impairmel $ — $ 23 $ — $ — $ 57,77
Collectively evaluated for impairme 113,38( 6,54¢ 619,31¢ — 1,153,02!
Loans acquired with credit deteriorati 88 — — — 155,24¢
Market discounts/premiums/valuation adjustme (23,519
Total loans 1,342,54.
Allowance for loan and lease losse
Individually evaluated for impairmel $ — $ 22 $ — $ — 3 5,67¢
Collectively evaluated for impairme 1 39 92¢ 54 6,76(
Loans acquired with credit deteriorati 17 — — — 2,59¢

The non-covered manufactured housing portfolio puashased in August 2010. A portion of the purehasce may be used to reimburse the
Bank under the specified terms in the Purchase égeat for defaults of the underlying borrower atiteo specified items. At December 31,
2011 and December 31, 2010, funds available fonlvarsement, if necessary, are $6,534 and $10,4%pectively. Each quarter, these funds
are evaluated to determine if they would be sudfitito absorb probable losses within the manufadthibusing portfolio.
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AN D LEASE LOSSES (continued)

The analysis of the allowance for loan and leassds for 2011 and 2010 is as follows:

2011 2010 2009
Balance, January $ 15,12¢ $ 10,03: $ 2,87¢
Provision for loan losse 9,45( 10,397 11,77¢
Loans charged o (9,667) (5,26%) (4,630
Recoveries 114 15 8
Transfers (1 - (50) -
Balance, December $ 15,03: $ 15,12¢ $ 10,03:

(1) At December 31, 2010, the Bancorp had a res#r$60 for unfunded commitments included withie tdlowance for loan and lease
losses. The reserve for unfunded loan commitmenssreclassified to Other Liabilities during the yeaded December 31, 2010.

The following tables present the loans with cregiterioration as of acquisition date for acquireahls. Both the Berkshire Bancorp and
Tammac transactions occurred in September 2011UB#eBank and ISN Bank acquisitions occurred iry &rd September of 2010,
respectively. The balances presented are estirhatesl on data collected at the time of the trdiosec

2011 2010
Contractually required payments receive $ 175,05( $ 123,10(
Credit discount (nonaccretable differen (24,922) (41,792
Cash flows expected to be collec 150,12¢ 81,30¢
Market discount (accretable yiel (41,306 (6,837)
Fair value of loans acquired with credit deterimmmat $ 108,82: $ 74,47¢

The changes in the accretable yield as of Decefiher 2011 2010
Balance, beginning of peric $ 7,17¢ $ >
Additions resulting from acquisitio 41,30¢ 6,832
Accretion to interest inconr (3,556 (977)
Reclassification (to)/from nonaccretaldifference and disposals, r 432 1,31F
Balance, end of peric $ 45,35¢ $ 7,17¢

The outstanding balance as defined by ASC 310-30;%5 acquired covered loans with credit detetiorais $252,247 with a carrying value
of $229,060 at December 31, 2011. The outstanol@nce was $113,279 with a carrying balance of(&3at December 31, 2010.

FDIC Loss Sharing Receivak

Prospective losses incurred on Covered Loans giblelfor partial reimbursement by the FDIC. Sulpsent decreases in the amount expected
to be collected result in a provision for loan demise losses, an increase in the allowance fordodriease losses, and a proportional
adjustment to the FDIC loss sharing receivabléHerestimated amount to be reimbursed. Subsequenegises in the amount expected to be
collected result in the reversal of any previouggerded provision for loan and lease losses dateckallowance for loan and lease and lease
losses and adjustments to the FDIC loss sharirgjuaale, or accretion of certain fair value amounts interest income in future periods if no
provision for loan and lease losses had been redord

The following table summarizes the activity relatedhe FDIC loss sharing receivable as of Decerither

2011 2010
Balance, beginning of peric $ 16,70 $ =
Acquisitions - 27,29’
Change in FDIC loss sharing receiva 3,92( 52(
Reimbursement from the FDI (7,545) (11,115

Balance, end of period $

13,077 $ 16,70:
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NOTE 7 - BANK PREMISES AND EQUIPMENT

The components of bank premises and equipmenteritger 31, 2011 and 2010 are as follows:

Expected Useful Life 2011 2010

Leasehold improvemen 3 to 25 year: $ 8,70¢ $ 3,76z
Furniture, fixtures and equipme 5to 10 year: 2,66¢ 1,63¢
IT equipment and softwal 3 to 5 year: 3,64( 2,49(
Automobiles 5to 10 year: 127 127
15,13¢ 8,01¢

Less accumulated depreciati (5,719 (3,319
$ 9,42( $ 4,70(

Future minimum rental commitments under non-carelleases as of December 31, 2011 were as follows:

2012 $ 1,85¢
2013 1,78(
2014 1,50¢
2015 1,08¢
2016 89¢
Subsequent to 201 3,43¢
Total minimum payments $ 10,56¢

Rent expense, which includes reimbursements tteisor for real estate taxes, was approximatel§4i1,$1,108 and $788 for the years ended
December 31, 2011, 2010 and 2009, respectively.

NOTE 8 - DEPOSITS

The components of deposits at December 31, 2012@1bd are as follows:

2011 2010
Demand, no-interest bearin: $ 114,04 $ 72,26¢
Demand, interest bearir 739,46 387,01
Savings 16,92: 17,64¢
Time, $100,000 and owv 408,85: 434 ,45;
Time, other 303,90° 334,30°
Total deposit: $ 1,583,18 $ 1,245,69

At December 31, 2011, the scheduled maturitiegd tleposits are as follows:

2011
2012 $ 495,44.
2013 71,08(
2014 26,96¢
2015 7,34¢
2016 111,71¢
Thereafter 20z
$ 712,761

The aggregate amount of demand deposits overdhaftfiave been reclassified as loan balances &rarg#$39 as of December 31, 2011 and
2010, respectively.
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NOTE 9 — BORROWINGS

From time to time, the Bancorp enters into agreasignsell securities under agreements to repuectidse agreements are treated as
financings, and the obligations to repurchase #esisold are reflected as liabilities in the lpala sheet. The amount of the mortgage-backed
securities underlying the agreements continueg tcalried in the Bancorp’s investment securitiesfplio. The Bancorp has agreed to
repurchase securities identical to those sold.sHoarities underlying the agreements are undeBéimeorp’s control. At December 31, 2011
and 2010, the Bancorp had $0 in securities solé&uagreements to repurchase and $11,000 in FHIe8l fiate longerm advances outstandi
with an average rate of 3.24%.

Short-term debt

At December 31, 2011 and 2010, the Bancorp hadd$m6d $0 in federal funds purchased, respectatedyrate of 0.12%. In addition, the
Bancorp also had $320,000 and $0 of FHLB advanoesganding as of December 31, 2011 and 2010, réselycat a rate of 0.25%.

2011
Amount Rate
FHLB advance: $ 320,00( 0.25%
Federal funds purchased 5,00( 0.12
Total shor-term borrowings $ 325,00(
Longterm debt
The contractual maturities of long-term advanceBestember 31, 2011 and 2010 were as follows:
2011 2010
Amount Rate Amount Rate
2013 $ 1,00 37% $ 1,00 3.7%
2017 5,00(C 3.0¢ 5,00(¢ 3.0¢
2018 5,00( 3.31 5,00( 3.31
$ 11,00( $ 11,00(

$10,000 in Federal Home Loan Bank advances areettible select advances. One $5,000 advance meagrberted during any quarter to a
floating rate advance with a rate of three-montB@R plus 17 basis points. The remaining $5,00@adg may be converted in any quarter to
a floating-rate advance with a rate of three madBOR plus 18 basis points. If the Bancorp weredovert these advances to a floating rate,
the Bancorp would have the right to prepay the adea with no penalty.

Bank has a total borrowing capacity with the Felddmane Loan Bank and Federal Reserve Bank of Pélidnda of approximately $571,258
and $71,965, respectively at December 31, 201tlvaAces under these arrangements are securedtéiy cpralifying assets of Customers
Bancorp, Inc.

Subordinated debt
Customers Bank issued a subordinated term notaglthie second quarter of 2004. The note was isEuek?,000 at a floating rate based upon
the three-month LIBOR rate, determined quarterlys [2.75% per annum. Quarterly interest paymersreade on this note in January, April,

July and October. At December 31, 2011, the gusntate was 3.17% and the average rate for thewaar3.09%. The note matures in the
third quarter of 2014.
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NOTE 10 - SHAREHOLDERS'’ EQUITY
TARP Payoff

On December 28, 2011, the Bancorp entered inttiex legreement (the “Letter Agreement”) with theitdd States Department of Treasury
(“Treasury”) pursuant to which the Bancorp repussthfrom the Treasury 2,892 shares, constitutingf ahe issued and outstanding shares, of
the Bancorp’s Series A Preferred Stock at a re@selprice equal to the liquidation value of $1,p60share, or a total of $2,892 plus accrued,
unpaid dividends on such shares equal to $17, dhdhares, constituting all of the issued and antlihg shares, of the Bancorp’s Series B
Preferred Stock and, together with the Series Aeled Stock, (the “preferred shares”), at a repase price equal to the liquidation value of
$1,000 per share, or a total of $145, plus accruepaid dividends on such shares equal to $2.tdtaerepurchase price for the preferred
shares equaled $3,056, including accrued dividends.

The repurchase of the preferred shares relaté®e tietter agreement (the “TARP Letter Agreementiteeed into by and among the Bancorp,
Berkshire and the Treasury on September 16, 2@Ltsuant to the TARP Letter Agreement, the Banagrped to assume the due and
punctual performance and observance of Berkshi@/gnants, agreements, and conditions under thaircéetter agreement, dated as of June
12, 2009, by and between Treasury and Berkshicerforating the Securities Purchase Agreementrd8td Terms (the “Securities Purchase
Agreement”)and all ancillary documents thereto. In additiBancorp agreed to exchange the outstanding Beek3WiRP Shares Series A ¢
Berkshire TARP Shares Series B Preferred Share§¥@,892 shares of the Series A Shares, haviiguadation preference of $1,000 per
share; and (ii) 145 shares of the Series B Shheasng a liquidation preference of $1,000 per shsseed by Bancorp. The issuance and sale
of these securities was a private placement exémpt registration pursuant to Section 4(2) of tlee®Bities Act of 1933, as amended.

Capital Raise

On September 30, 2011, the Bancorp sold 419,00@sloh common stock and 565,848 shares of ClasserBWéting Common Stock at $13.
per share with total proceeds of $13,000. Durmgfirst quarter 2011, the Bank sold shares afatamon stock and Class B Non-Voting
Common Stock to certain Lead Investors. Givingefto the Reorganization, the Bancorp (as succéssbe Bank) issued, in connection w
this transaction, 668,527 shares of common stodK3&8,000 shares of Class B Non-Voting Common S&dl2.00 per share and 210,916
shares of common stock and 146,310 shares of 8lakm-Voting Common Stock to the Bancorp’s Leaddstors at $10.50 per share. The
proceeds, net of offering costs were $15,526.

In December 2010, the Bancorp sold an aggregatd4p13 shares, which included 694,947 sharesroframn stock and 49,266 shares of
Class B Non-Voting Common Stock at a weighted-ayeigrice of $11.82 per share. In September 2@&0Bancorp sold an aggregate of
78,699 shares of common stock at an average pris20065 with gross proceeds of $852. In July 2@%6 Bancorp sold an aggregate of
101,666 shares, which included 8,333 shares of aamstock and 93,333 shares of Class B Noting Common Stock at a price of $10.50
share with gross proceeds of $1,068. In March 28#Bancorp sold 650,266 total shares, whictunhed 253,865 shares of common stock
and 396,400 shares of Class B Non-Voting CommonkSaba price of $11.28 per share. In February 20#Bancorp sold 3,359,379

total shares, which included 2,176,516 shares wingon stock and 1,182,867 shares of Class B Wating Common Stock at a price of $12
per share (collectively, the 2010 Capital Raises).

The proceeds of the 2010 Capital Raises were $89r@2 of offering costs of approximately $1,808. &result of the July 2010 and March
2010 capital raises at a price less than the aigiar share purchase price, 1,096,496 sharesyohom stock and 293,056 shares of Class B
Non-Voting Common Stock at a price of $10.50 per shegee issued to the existing investors pursuaantédilution agreements between the
Bancorp and those investors. Following the cldgbese transactions, no investor owned or comdathore than 9.9% of the aggregate
outstanding shares of the Bancorp’s Common StodkCGiass B Non-Voting Common Stock, including forgases of this calculation any
shares issuable under unexercised warrants.
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NOTE 10 - SHAREHOLDERS’ EQUITY (continued)

Each investor who participated in the 2010 Cajftiaises and owns more than 9% of the common eglithedBancorp has been identified by
the Bancorp as a Lead Investor. The 2010 Capda#dd? resulted in seven Lead Investors who receierhnts equal to 5% of the shares that
they purchased in 2010 and have exercise prices taking into account anti-dilution repricing) $£0.50 per share (collectively, the 2010
Warrants). The 2010 Warrants are for the issuan&d,628 shares of the Bancorp’s Common Stocké)a12 shares of the Bancorp’s Class
B Non-Voting Common Stock. The Lead Investors &lad the right to invest in future capital raisesiliFebruary 17, 2011 at the issuance
price of $11.28 per share.

The Bancorp agreed to extend and amend the antiafilagreements with shareholders who purchass@sin June 2009 or later, to extend
anti-dilution protections from June 30, 2010 throdarch 31, 2011 for any capital raising transattiat a price or value below $10.50 per
share, but, after June 30, 2010, only where thgatapising transaction involves share issuanoesdsh.

NOTE 11 - EMPLOYEE BENEFIT PLANS

Customers Bank has a 401(k) profit sharing planrelheeligible employees may contribute up to 15%hefr salary to the Plan. Customers
Bank provides a matching contribution equal to 58f%he first 6% of the contribution made by the émype. Employer contributions for the
years ended December 31, 2011, 2010, and 2009apereximately $224, $101 and $56, respectiv

Supplemental Executive Retirement Plans

Customers Bank entered into a supplemental exectgtirement plan (SERP) with its Chairman and Chiecutive Officer that provides
annual retirement benefits for a 15 year periodhupe later of his reaching the age of 65 or whetelhminates employment. The SERP is a
defined-contribution type of deferred compensaticlangement that is designed to provide a targatalretirement benefit of $300 per year
for 15 years starting at age 65, based on an assoamstant rate of return of 7% per year, but lhagl of retirement benefit is not guaranteed
by the Bank and the ultimate retirement benefitlsamess than or greater than the target. The Baekds to fund its obligations under the
SERP with the increase in cash surrender valudif#f msurance policy on the life of the Chairmeamd Chief Executive Officer which is
owned by the Bank. As a result of the acquisitblSA Bank on July 9, 2010, the SERP became éfieetnd the Chairman and Chief
Executive Officer is entitled to receive the bakof his account in accordance with the terms ®f3ERP. The present value of the amount
owed as of December 31, 2011 is $2,485 and isdeclun other liabilities.
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NOTE 12 — STOCK BASED COMPENSATION PLANS
Stock Option Plans

During 2010, the shareholders of Customers Bankoaeg the 2010 Stock Option Plan (“2010 Plan”) dndng 2011, the shareholders of
Customers Bank approved the Amendmed and Resta@tiBcentive Equity and Deferred Compensation P12004 Plan”). The 2010 Plan
and 2004 Plan were subsequently amended to réfle@eptember 17, 2011 Plan of Merger and Reorgmizapproved by the shareholders
of Customers Bank. The purpose of these plattspsomote the success and enhance the value abBaby linking the personal interests of
the members of the Board of Directors and CustofBark’s employees, officers and executives to tliddgancorp’s shareholders and by
providing such individuals with an incentive fortstanding performance in order to generate supestarns to shareholders of Bancorp. The
2010 Plan and 2004 Plan are intended to providcébflay to Bancorp in its ability to motivate, a#tct and retain the services of members of the
Board of Directors, employees, officers and exaestiof Customers Bank. Stock options granted nilymest on the third or fifth anniversa

of the grant date plus the fully diluted tangibtk value must increase by 50% for the 2010 Plahtlaree years for the 2004 Plan plus the
fully diluted tangible book value must increase3@yo.

The 2010 and 2004 Plans are administered by thep€osation Committee of the Board of Directors. ZB&0 Plan provides exclusively for
the grant of stock options, some or all of whichyrba structured to qualify as Incentive Stock Omicto employees, officers, executives and
directors. The maximum number of shares of comstook and Class B Non-Voting common stock which fa@yssued under the 2010 Plan
is the lesser of (a) 15% of the number of sharepnfmon stock and Class B Non-Voting common stesked in consideration of cash or
other property after December 31, 2009, or (b) 3,334 shares. The 2004 Plan provides for the grfamptions, some or all of which may be
structured to qualify as Incentive Stock Optiongréinted to employees, stock appreciation rigfB&\RS”), restricted stock and unrestricted
stock to employees, officers, executives and mesbkthe Board of Directors. The maximum numbeshres of common stock and Class B
Non-Voting common stock which may be issued unde2®@4 Plan is 500,000 shares.

During the year ended December 31, 2011, the Ban@arsuccessor to the Bank) granted to employgtéans to purchase 200,268 shares of
common stock at a weighted-average exercise pfig@2112 per share. The stock options vest oniftrednniversary after the date of grant
plus the fully diluted tangible book value mustriease by 50%.

For the years ended December 31, 2011 and 201@yr@ers Bank estimated the fair value of each opggiamt on the date of grant using the
Black-Scholes option pricing model with the followiweighted-average assumptions:

2011 2010
Risk-free interest rate 2.0(% 2.8%
Expected dividend yiel 0.0(% 0.0(%
Expected volatility 20.0(% 20.0(%
Expected lives (year: 7 7
Weighted average fair value of options grar $ 414 % 2.6¢

The following summarizes the changes in stockoopactivity under the Bancorp’s stock option plan®ecember 31, 2011:

Weighted
average
remaining
Weighted contractual Aggregate
Number of average term intrinsic
shares exercise price in years value
Outstanding, January 1, 20 758,24: $ 10.3¢
Issuec 375,77t 12.41
Forfeited (6,367 17.81
Outstanding, December 31, 2C 1,127,65 ¢ 11.0C 53t $ 2,62¢
Options exercisable at December 31, 2 6,59: ¢ 31.7¢ 39¢ $ -

The aggregate intrinsic value in the table abopeesents the total pre-tax intrinsic value (théedénce between the Bancorp’s latest sale price
of $13.20 and the exercise price) multiplied by itkenber of in-the-money options.
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NOTE 12 — STOCK BASED COMPENSATION PLANS (continued

A summary of the status of the Bancorp’s nonvestgtbns at December 31, 2011 and changes duringeidieended December 31, 2011 is as
follows:

Weighted

average

Number of grant-date

shares Fair Value
Nonvested at January 1, 20 746,96( $ 3.1Z
Issuec 375,77¢ 5.5¢
Forfeited (1,675 3.0¢
Nonvested at December 31, 2( 1,121,06. $ 3.9¢€

For the years ended December 31, 2011 and 201Batheorp recognized $704 and $291, respectivedyaok option compensation expenst

a component of salaries and benefits. The weigatedage remaining contractual life of the outstagditock options at December 31, 2011 is
approximately 5.38 years. Unvested compensaticn$4gb87 at December 31, 2011. The aggregataesidrvalue of options outstanding was
$2,152 at December 31, 2011.

Restricted Stock Uni

The Bancorp (as successor to the Bank) grantedctest stock units to purchase 35,622 shares ohoomstock on February 17, 2011. These
awards vest on the third anniversary of the grate.dThe fair value of the restricted stock unienged on February 17, 2011 was $12.00 per
share. Unrecognized compensation expense relatet/asted restricted stock units was approxim#&804 at December 31, 2011 and is
expected to be recognized over a period of 2.87syea

Management Stock Purchase P

The Bancorp initiated a Management Stock Purchasgr&n (MSPP) in 2010 where certain employees whezed an option to purchase
shares of common stock at $1.00 per share for greggte issuance of 233,333 shares of common su.MSPP offers vested in
accordance with the plan document in the third guanf 2010 as result of the acquisition of USA Bam July 9, 2010. The Bancorp’s
common stock had a market value of $10.50 at tfex date and compensation expense of $1,750 wasdext as a component of salaries and
benefits during the year ended December 31, 20i@ecember 2010, the offer period was completed288,333 shares of common stock
were issued.

Bonus Recognition and Retention Progr

The Bancorp initiated a Bonus Recognition and ReierProgram (BRRP) effective January 1, 2011. Ewyges eligible to participate in the
BRRP include the Chief Executive Officer and otmamagement and highly compensated employees asnitetd by the Compensation
Committee in its sole discretion. Under the BRRParticipant may elect to defer receipt of nos lggn 25%, nor more than 50%, of his or
bonus payable with respect to each year of padiigp. Shares of Voting Common Stock having aeaqual to the portion of the bonus
deferred by a participant will be allocated to anwal deferral account and a matching amount eiqueah identical number of shares of
common stock shall be allocated to the annual ddfaccount. A participant becomes 100% vestdterannual deferral account on the fifth
anniversary date of the initial funding of the amety provided he or she remains continuously ermgadyy us from the date of funding to the
anniversary date. Vesting is accelerated in tlemeef involuntary termination other than for caustirement at or after age 65, death,
termination on account of disability, or a changeantrol of the Bancorp. Participants were falggible to make elections under the BRRP
with respect to their bonuses for 2011 which wexggble in the first quarter of 2012.
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NOTE 13 — INCOME TAXES

The components of income tax (benefit) expensasfellows:

For the year ended December 3: 2011 2010 2009
Current $ 456: $ 2912 $ 394
Deferred (2,72¢) 1,817 (399
$ 1,83t $ 4731 $ -

Effective tax rates differ from the federal statytoate of 35% applied to income (loss) before medax expense (benefit) due to
following :

2011 2010 2009
% of pretax % of pretax % of pretax
Amount income Amount income Amount income
Federal income tax at statutory r. $ 2,05¢ 35.00% $ 9,55 34.0% $ (4,500 (34.00) %
State income ta 64 1.09% 20¢ 0.74% - -%
Tax exempt interes (14) (0.2%) % (74) (0.27) % (104 (0.79) %
Interest disallowanc 3 0.05% 4 0.02% 12 0.0%%
Bank owned life insuranc (490) (8.35) % (67) (0.29) % (69) (0.5%) %
(Reversal) recordation of valuatir
allowance - 0.0(% (6,605) (23.50) % 4,652 35.15%
Other 21¢ 3.71% 1,712 6.09% 9 0.08%
Effective income tax rate $ 1,83¢ 31.27% $ 4,731 16.8% $ - -%

Deferred income taxes reflect temporary differeringhe recognition of revenue and expenses foreprrting and financial statement
purposes, principally because certain items, saadheaallowance for loan and lease losses andfé@nare recognized in different periods for
financial reporting and tax return purposes. Aua#ibn allowance has not been established for Eféax assets. Realization of the deferred
tax assets is dependent on generating sufficiéatduaxable income. Although realization is negwaed, management believes it is more |i
than not that all of the deferred tax asset wiltdsdized. Deferred tax assets are recorded ir @ibsets.
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NOTE 13 — INCOME TAXES (continued)

The components of the net deferred tax assetl{tighat December 31, 2011 and 2010 are as follc

2011 2010
Deferred tax assets
Allowance for loan and lease loss $ 5261 $ 5,24(
Net unrealized losses on securit 132 977
Bank premises and equipme - 16€
Impairment charge on securiti 17t 304
OREO expense 191 66
Non-accrual interes 2,711 57¢
Net operating losse 3,23t 1,142
Deferred compensatic 98C 86¢
Fair value adjustments @cquisitions 981 -
Other 437 18t
Total deferred tax asse 14,10: 9,521
Valuation allowance - -
Total deferred tax assets, net of valuatallowance 14,10: 9,52
Deferred tax liabilities:
Tax basis discount on acquisitic (7,739 (9,369
Deferred loan cosf (441) (259)
Bank premises and equipme (223) -
Other (337) (482)
Total deferred tax liabilities (8,734 (10,110
Net deferred tax asset (liability) $ 536¢ $ (58%)

The Bancorp had approximately $9.2 million of federet operating loss carryovers at December 311 2Biat expire beginning in 2029
through 2031.

The Bank and its subsidiary are subject to U.Serf@dncome tax as well as income tax of varioasest primarily in the mid-Atlantic region of
the U.S. Years that remain open for potentialeevby the Internal Revenue Service and the stabegauthorities are 2008 through
2010. Total amount of interest and penalties fix12amounted to $30.

NOTE 14 - TRANSACTIONS WITH EXECUTIVE OFFICERS, DIR ECTORS AND PRINCIPAL SHAREHOLDERS

The Bancorp has had, and may be expected to hdkie fature, banking transactions in the ordinayrse of business with its executive
officers, directors, principal shareholders, theimediate families and affiliated companies (commaaferred to as related parties), on the
same terms, including interest rates and collatasathose prevailing at the time for comparalaadactions with others. At December 31,
2011, 2010 and 2009, these persons were indebteeé Bancorp for loans totaling $3,657, $0 andr&8pectively. During 2011, $3,660 of
new loans were made and repayments totaled $33.

Some current directors, nominees for director arstetive officers of the Bancorp and entities ayasiizations in which they were executive
officers or the equivalent or owners of more th88b6lof the equity were customers of and had traiwetvith or involving the Bancorp in the
ordinary course of business during the fiscal yatted December 31, 2011. None of these transadtionlved amounts in excess of 5% of
the Bancorp’s gross revenues during 2011 nor wva8#mcorp indebted to any of the foregoing persorentities in an aggregate amount in
excess of 5% of the Bancorp’s total consolidategimsat December 31, 2011. Additional transactigtis such persons and entities may be
expected to take place in the ordinary course sint@ss in the future.
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NOTE 14 - TRANSACTIONS WITH EXECUTIVE OFFICERS, DIR ECTORS AND PRINCIPAL SHAREHOLDERS (continued)

On June 17, 2009, the Bank entered into a Congultgreement with Kenneth B. Mumma, its former Cheiin and CEO, pursuant to which
the Bank agreed to engage Mr. Mumma as a consuitainDecember 31, 2011. During the period ofdnigagement, Mr. Mumma agreed to
provide from 20 to 40 hours of consulting servipes month, for a consulting fee of $13.5 per maitfs reimbursement of expenses incurred
by him in performing the services. The agreemé&st provides non-compete covenants for a periothgnahe year after the term of the
consulting agreement. During both 2011 and 20i®Bank paid $162 in consulting fees to Mr. Mummaar the agreement, and also paid
him $67.5 under the agreement in 2009.

On December 30, 2010, the Bancorp executed a laditipation agreement with Atlantic Coast Banltederal savings bank with main offices
in Jacksonville, Florida. Jay Sidhu, the Bancof@fsef Executive Officer, is the Non-executive Ghzn of the Board, and Bhanu Choudhrie
is a director of the Bank and of Atlantic Coastdfinial Corporation’s Board. The loan participatigreement provided for a principal amount
up to $6,250. This participating interest is bagpdn specified Atlantic Coast Bank customer agtigitd will be repaid to the Bancorp upon
release of the underlying mortgage collateral. Tdmsgling transaction was in the ordinary coursthefBancorp’s business, made on
substantially the same terms, including interetgtsrand collateral, as those prevailing at the fineomparable transactions with other non-
affiliated customers, and did not involve more titta@ normal risk of collectability or present otherfavorable features.

On August 13, 2010, the Bancorp executed a loaticjgation agreement in the principal amount oftoi$25,000 to Atlantic Coast Bank. T!
participating interest is based upon the loan #@gthy certain mortgage warehouse customer actasity will be repaid upon the release of the
underlying mortgage collateral. This lending traiga was in the ordinary course of the Bancorpisibess, made on substantially the same
terms, including interest rates and collaterathase prevailing at the time for comparable tratigas with other non-affiliated customers, and
did not involve more than the normal risk of cotiulity or present other unfavorable features sTdgreement was terminated on December
30, 2010.

On June 30, 2010, the Bancorp extended a termitodae principal amount of $5,000 to Atlantic CoRstancial Corporation, which is the
holding company for Atlantic Coast Bank. This lergdtransaction was in the ordinary course of thadrp’s business, made on substantially
the same terms, including interest rates and evljtas those prevailing at the time for comparafainsactions with other non-affiliated
customers, and did not involve more than the nomsklof collectability or present other unfavoralikéatures. The Bancorp sold the full
amount of the term loan to accredited investorsugust 2010. Two of the Bancorp’s directors hademal interests in this transaction: $500
of the loan was participated to a director and $2,6f the loan was participated to a company foictvla director of the Bank’s is a managing
member. This loan was paid off in December 2010.

Commerce Street Investment Adviser, LLC is a befafholder of more than 5% of the Bancorp’s outdtag Voting Common Stock. In or
around December 2010 through February 2011, Conerigfreet Capital, LLC, an affiliate of CommerceeStrinvestment Adviser, LLC,
provided placement agent services in connectioh svjprivate placement of the common stock of CustsrBank. Customers Bank paid
Commerce Street Capital, LLC a placement fee iratheunt of $231.8.

For the years ended December 31, 2011, 2010 ar@ltB@Bancorp has paid approximately $344, $300%8dd respectively to Clipper
Magazine and its division, Spencer Advertising Maithg as well as Jaxxon Promotions, Inc. A direcfahe Bancorp is the Chief Executive
Officer of Clipper Magazine, an affiliate of Ganh€b., Inc., and a 25% shareholder of Jaxxon Pramoinc.

NOTE 15 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SH EET RISK

The Bancorp is a party to financial instrumentswatf-balance sheet risk in the normal course dfitess to meet the financing needs of its
customers. These financial instruments include citmenmts to extend credit and letters of credit. Shmstruments involve, to varying
degrees, elements of credit risk in excess of theust recognized in the balance sheets.

The Bancorp’s exposure to credit loss in the eeénbnperformance by the other party to the finahicistrument for commitments to extend
credit is represented by the contractual amouttiade instruments. The Bancorp uses the same paitites in making commitments and
conditional obligations as it does for on-balanoees instruments.

At December 31, 2011 and 2010, the following finahinstruments were outstanding whose contractuamsorepresent credit risk:

2011 2010
Commitments to fund loar $ 106,22° $ 23,44¢
Unfunded commitments to fund mortgage warehousesl| 294,68: 221,70t
Unfunded commitments under lines of cre 66,93¢ 42,84(

Letters of credi 1,37¢ 1,08t
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NOTE 15 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SH EET RISK (continued)

Commitments to extend credit are agreements toteadcustomer as long as there is no violatioanyfcondition established in the

contract. Since many of the commitments are exjktct expire without being drawn upon, the totahodtment amounts do not necessarily
represent future cash requirements. Mortgage wasshloan commitments are agreements to purchaggage loans from mortgage bankers
that agree to purchase the loans back in a shoddpef time. These commitments generally fluctuettonthly as existing loans are repurchi
by the mortgage bankers and new loans are purclgsea Bancorp.

Commitments generally have fixed expiration datestber termination clauses and may require paymkatfee. The Bancorp evaluates each
customer’s credit worthiness on a case-by-case bddie amount of collateral obtained, if deemezknsary by

The Bancorp upon extension of credit, is based anagement’s credit evaluation. Collateral heldegbut may include personal or
commercial real estate, accounts receivable, iover@nd equipment.

Outstanding letters of credit written are condiiboommitments issued by the Bancorp to guarame@érformance of a customer to a third
party. The majority of these standby letters efddrexpire within the next year. The credit risiolved in issuing letters of credit is essenyi
the same as that involved in extending other laammitments. The Bancorp requires collateral sujippthese letters of credit as deemed

necessary. Management believes that the procédaisied through a liquidation of such collateraludbbe sufficient to cover the maximum
potential amount of future payments required unldercorresponding guarantees. The current amduhé diabilities as of December 31, 2(
and 2010 for guarantees under standby lettersediitdssued is not material.

NOTE 16 — OTHER COMPREHENSIVE INCOME (LOSS)
The components of other comprehensive income (kresas follows:

Years Ended December 31
2011 2010 2009

Unrealized holding gains (losses) on available

sale securitie $ 5227 $ (1,700 $ 55€
Reclassification adjustment for impairm

charges recognized in income on available for

sale securitie - - 15
Reclassification adjustment for gains recogni

in income on available for sale securities (2,73]) (1,119 (23€)
Net unrealized gains (losse 2,49¢ (2,820 33t
Income tax effect (84£) 957 (113)
Unrealized gains (losses), net of ta $ 1,651 $ (1,869 $ 222
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NOTE 17 - REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslaggry capital requirements administered by tlieefal banking agencies. Failure to meet
the minimum capital requirements can initiate dartaandatory and possibly additional discretionacgions by regulators that, if undertaken,
could have a direct material effect on the Banfijslancial statements. Under capital adequacysdinies and the regulatory framework for
prompt corrective action, the Bank and Bancorp musgt specific capital guidelines that involve ditative measures of their assets, liabili
and certain off-balance sheet items, as calculatelér the regulatory accounting practices. Théaagmounts and classification are also
subject to qualitative judgments by the regulatdirsut components, risk weightings and other factBr®mpt corrective action provisions are
not applicable to bank holding companies.

Quantitative measures established by regulatiemsure capital adequacy require the Bank and Bprtognaintain minimum amounts and
ratios (set forth in the following table) of totahd Tier 1 capital (as defined in the regulatidngjsk-weighted assets (as defined) and of Tier 1
capital (as defined) to average assets (as definrddphagement believes, as of December 31, 2012@h@d, that the Bank and Bancorp meet
all capital adequacy requirements to which theysaigect.

To be categorized as well capitalized, an insbtutnust maintain minimum total risk based, Tieisk based and Tier 1 leveraged ratios as set
forth in the following table:

To Be Well Capitalized Under
Prompt Corrective Action

Actual For Capital Adequacy Purpose: Provisions

Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2011
Total capital (to risk weighted asse
Customers Bancorp, In $ 162,22¢ 11.43%$ 113,50: > 8.C% N/A N/A
Customers Ban $ 157,22¢ 11.08%%$ 113,50: > 8.C%%$ 141,88( > 10.(%
Tier 1 capital (to risk weighted asse
Customers Bancorp, In $ 146,39! 10.329%6$ 56,75: > 4.C% N/A N/A
Customers Ban $ 141,39! 9.97%$ 56,75. > 4.C%$ 85,12¢ > 6.C%
Tier 1 capital (to average asse
Customers Bancorp, In $ 146,39! 7.5%% 77,16¢ > 4.(% N/A N/A
Customers Ban $ 141,39¢ 7.32%% 77,16¢ > 4.(%3$ 96,457 > 5.C%
As of December 31, 201(
Total capital (to rislweighted asset: $ 115,14° 21.1%% 43,57, > 8.C%3$ 53,46 > 10.(%
Tier 1 capital (to rislweighted asset: $ 107,03t 19.7%$ 21,557 > 4.C%$ 32,33t > 6.C%
Tier 1 capital (to averacassets $ 107,03t 8.7%% 49,397 > 4.C%$ 61,747 > 5.C%

NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réawndalue adjustments to certain assets and tatis the fair value of its financial
instruments. FASB ASC 82%;inancial Instruments requires disclosure of the estimated fair valiaroentity’s assets and liabilities
considered to be financial instruments. For thed®gm, as for most financial institutions, the majoof its assets and liabilities are considered
to be financial instruments. However, many of singtruments lack an available trading market asazharized by a willing buyer and willing
seller engaging in an exchange transaction. Forédile disclosure purposes, the Bancorp utilizzthin fair value measurement criteria under
the FASB ASC 820Fair Value Measurements and Disclosures explained below.
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NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

The following methods and assumptions were usedtimate the fair values of the Bancorp’s finantiatruments at December 31, 2011 and
December 31, 2010:

Cash and cash equivalents:
The carrying amounts reported in the balance dbeetsh and short-term instruments approximatselassets’ fair values.

Investment securities:

The fair value of investment securities availalwedale and held-to-maturity are determined byiobtg quoted market prices on nationally
recognized securities exchanges (Level 1), matioing (Level 2), which is a mathematical technigised widely in the industry to value debt
securities without relying exclusively on quotedrke prices for the specific securities but rathwerrelying on the securities’ relationship to
other benchmark quoted prices, or externally dgaelanodels that use unobservable inputs due teelihar no market activity of the
instrument (Level 3) and are included in investmeaturities, available for sale.

The carrying amount of restricted investment in &ap stock approximates fair value, and consideedimited marketability of
such securities.

Interest-only strips:

To obtain fair values, quoted market prices arelifsavailable. Quotes are generally not availdbtanterests that continue to be held by the
transferor, so the Bancorp generally estimates/iire based on the future expected cash flomsatgd using managemesihest estimates
the key assumptions, credit losses and discoued,rabmmensurate with the risks involved. At Decendd, 2011, the Bancorp had interest-
only strips measured at fair value on a recurriagidclassified within Level 3 and are includeéhivestment securities, available for sale.

Loans held for sale:

Loans originated with the intent to sell in the@adary market are carried at the lower of costorvalue, determined in the aggregate. These
loans are sold on a non-recourse basis with sagigleased. Gains and losses on the sale of teangnized in earnings are measured based
on the difference between proceeds received ancatinging amount of the loans, inclusive of defdrogigination fees and costs, if any.

As a result of changes in events and circumstamicdevelopments regarding managemeniéw of the foreseeable future, loans not origid
or acquired with the intent to sell may subsequyed designated as held for sale. These loansaarsférred to the held for sale portfolio at the
lower of amortized cost or fair value.

The fair value of loans receivable held for salbdsed on commitments on hand from investors withénsecondary market for loans with
similar characteristics.

Loans receivable, net:

The fair values of loans are estimated using distamicash flow analyses, using market rates ahdlance sheet date that reflect the credit and
interest rate-risk inherent in the loans. Projdtgure cash flows are calculated based upon actual maturity or call dates, projected
repayments and prepayments of principal. Generfaliyariable rate loans that reprice frequentlyg arith no significant change in credit risk,
fair values are based on carrying values.

Impaired loans:

Impaired loans are those that are accounted foerur8SB ASC 450Contingencies in which the Bancorp has measured impairment rgdigi
based on the fair value of the loan’s collatefedir value is generally determined based upon iedédent third-party appraisals of the
properties, or discounted cash flows based upoexpected proceeds. These assets are includezvab3 fair values, based upon the lowest
level of input that is significant to the fair valmeasurements.

FDIC loss sharing receivable:

The FDIC loss sharing receivable is measured segpafaom the related covered assets, as it icantractually embedded in the assets and is
not transferable with the assets should the absessld. Fair value is estimated using projectesth dlws related to the Loss Sharing
Agreements based on the expected reimbursemertssfas using the applicable loss share percensamethe estimated true-up payment.
These cash flows are discounted to reflect thenaséid timing of the receipt of the loss share reirabment from the FDIC.
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NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Other Real Estate Owned (“OREQ”):

The fair value is determined using appraisals, tini@ay be discounted based on managemeatiew and changes in market conditions (L
3 Inputs). All appraisals must be performed in adaace with the Uniform Standards of Professiongpraisal Practice (“USPAP”Appraisal
are certified to the Bancorp and performed by appra on the Bancorp’s approved list of appraidevaluations are completed by a person
independent of management.

Accrued interest receivable and payable:
The carrying amount of accrued interest receivahtkaccrued interest payable approximates itv&ire.

Deposits:

The fair values disclosed for deposits (e.g., #geand noninterest checking, passbook savingsaney market accounts) are, by definition,
equal to the amount payable on demand at the iegatate (i.e., their carrying amounts). Fair ealdor fixed-rate certificates of deposit are
estimated using a discounted cash flow calculatiahapplies interest rates currently being offeéretthe market on certificates to a schedule of
aggregated expected monthly maturities on time siépo

Federal funds purchased
Due to the short term nature of Fed Funds purchdBectarrying amount is considered a reasonakileae of fair value.

Borrowings :

Borrowings consist of long-term and short-term FHadB/ances. For the shderm borrowings, the carrying amount is consideredasonabl
estimate of fair value. Fair values of long-terriLIB advances are estimated using discounted cashdhalysis, based on quoted prices for
new FHLB advances with similar credit risk charaste&s, terms and remaining maturity. These prag®ined from this active market
represent a market value that is deemed to repréeetransfer price if the liability were assunigda third party.

Subordinated debt:

Fair values of subordinated debt are estimatedyudistounted cash flow analysis, based on markes @irrently offered on such debt with
similar credit risk characteristics, terms and rigimg maturity.
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NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Off-balance sheet financial instruments

Fair values for the Bancorp’s off-balance sheeatririal instruments (lending commitments and lettérsredit) are based on fees currently
charged in the market to enter into similar agregsygaking into account the remaining terms ofageeements and the counterparties’ credit
standing.

The estimated fair values of the Bancorp’s finanicistruments were as follows at December 31, 28id December 31, 2010.

2011 2010

Carrying Fair Carrying Fair

Amount Value Amount Value
Assets:
Cash and cash equivalel $ 73,57 $ 73,57C $ 238,72: $ 238,72:
Investment securities, availa-for-sale 79,137 79,137 205,82¢ 205,82¢
Investment securities, heto-maturity 319,54° 330,80¢ — —
Loans held for sal 174,99¢ 174,99¢ 199,97( 199,97(
Loans receivable, n 1,327,50! 1,339,63: 663,84 661,32(
FDIC loss sharing receivab 13,077 13,077 16,70z 16,70
Restricted stoc 21,81¢ 21,81¢ 4,267 4,267
Accrued interest receivab 5,011 5,011 3,19¢ 3,19¢
Liabilities:
Deposits $ 158318 $ 1,610,97 $ 1,24569 $ 1,247,53!
Federal funds purchas 5,00( 5,00(C — —
Subordinated det 2,00( 2,00( 2,00( 2,00(
Borrowings 331,00( 332,84° 11,00( 10,75¢
Accrued interest payab 1,47¢ 1,47¢ 1,657 1,657

In accordance with FASB ASC 82Bair Value Measurements and Disclosuréke fair value of a financial instrument is threcge that would
be received to sell an asset or paid to transliabdity in an orderly transaction between margatticipants at the measurement date. Fair
value is best determined based upon quoted maricetsp However, in many instances, there are mtegumarket prices for the Bancorp’s
various financial instruments. In cases where egiobarket prices are not available, fair valuedased on estimates using present value or
other valuation techniques. Those techniquesignéfisantly affected by the assumptions used,tidetg the discount rate and estimates of
future cash flows. Accordingly, the fair valueigsttes may not be realized in an immediate setti¢mmithe instrument.

The fair value guidance provides a consistent dafmof fair value, focusing on an exit price in arderly transaction (that is, not a forced
liguidation or distressed sale) between markeigpants at the measurement date under currentahedkditions. If there has been a
significant decrease in the volume and level ofvégtfor the asset or liability, a change in vaiioa technique or the use of multiple valuation
techniques may be appropriate. In such instamsgsrmining the price at which willing market peigiants would transact at the measurement
date under current market conditions depends ofattie and circumstances and requires the usguifisant judgment. The fair value is a
reasonable point within the range that is mostasgmtative of fair value under current market ctoois.

Level 1: Unadjusted quoted prices in active markets thatiecessible at the measurement date for identinedstrictec
assets or liabilities

Level 2: Quoted prices in markets that are navegcor inputs that are observable either directlyndirectly, for
substantially the full term of the asset or liatil

Level 3: Prices or valuation techniques that remjiriputs that are both significant to the faimeameasurement and

unobservable (i.e., supported with little or no kedractivity).
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NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL

INSTRUMENTS (continued)

An asset’s level within the fair value hierarchypised on the lowest level of input that is siguaifit to the fair value measurement.

For financial assets measured at fair value orcarriag basis, the fair value measurements by leithlin the fair value hierarchy used at

December 31, 2011 and December 31, 2010 are asvioll

December 31, 201.

(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable  Unobservable Total Fair
Assets Inputs Inputs Value
U.S. Treasury and government agen $ - 8 1,001 $ - $ 1,001
Mortgage-backed securitie - 53,39¢ 2,89¢ 56,29:
Asse-backed securitie - 627 - 627
Corporate bond - - 19,217 19,217
Municipal securitie: - 2,00( - 2,00(
$ - $ 57,02¢ $ 22,117 $ 79,131
December 31, 201
(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable  Unobservable Total Fair
Assets Inputs Inputs Value
U.S. Treasury and government agen $ — % 1,681 — 8 1,681
Mortgage-backed securitie 39 201,53 — 201,57-
Asse-backed securitie — 722 — 722
Municipal securitie! — 1,851 — 1,851
$ 39 $ 205,78¢ $ — $ 205,82¢

The changes in Level 3 assets and liabilities oreakat fair value on a recurring basis as of Ddm81, 2011 are summarized as follows:

Balance at January1,20

Total gains(losses)included in ott
Comprehensive income(before tax

Purchase

Balance at December 31,2011
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NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)
The following table summarizes financial assets famhcial liabilities measured at fair value ona@nrecurring basis as of December 31, 2011

and December 31, 2010, segregated by the levhakofdluation inputs within the fair value hieraraltifized to measure fair value:
December 31, 201,

(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable  Unobservable Total Fair
Assets Inputs Inputs Value
Impaired loans, net of specific reserves of $5, $ — % — 3 15,57¢ $ 15,57¢
Other real estate owned — 2,64¢ 2,64¢
$ — $ — 3 18,227 $ 18,227
December 31, 201!
(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable  Unobservable Total Fair
Assets Inputs Inputs Value
Impaired loans, net of specific reserves of $10. $ — % — 3 22,69F $ 22,69¢
Other real estate owned — — 1,361 1,361
$ — 3 — $ 24,05¢ $ 24,05¢

The above information should not be interpretedrasstimate of the fair value of the entire Baninge a fair value calculation is only
provided for a limited portion of the Bancorp’s etss Due to a wide range of valuation techniqunekthe degree of subjectivity used in
making the estimates, comparisons between the Balsatisclosures and those of other companies rmape& meaningful.

NOTE 19 - LEGAL CONTINGENCIES

On November 15, 2010, Customers Bank filed suitresg®pen Solutions, Inc. (“OSI”) in the United &= District Court for the Eastern
District of Pennsylvania, seeking damages for failio assist in the conversion of system and custanformation associated with the former
USA Bank and requesting injunctive relief to com@&| to assist with the deconversion of the fortd®A Bank’s systems. OSl filed
counterclaims against Customers Bank on Novembe2@H, asserting claims for breach of contracttzedch of settlement agreement. In
support of its breach of contract claim, OSI alt:¢jeat Customers Bank “assumed” the former-USA Bagreements and is bound by those
agreements. OSI claimed that it has sustained desniagexcess of $1 million. Customers Bank dispttedl it has any liability to OSI. Prior to
trial, OSI dismissed with prejudice its settlemagteement claim. Trial was held on February 24,1200n March 7, 2011, the Court ruled
against Customers Bank and in favor of OSI as¥edludgment was entered against Customers on @Biis that the agreements between
OSl and USA Bank were assumed by Customers Bankudgdhent was entered against Customers on itsislagainst OSI; judgment was
entered for OSI on its breach of contract claimarhe agreement, in the amount of $104,000; thetGound there was no breach of the
second agreement by Customers Bank and no prat#froages. OSI has filed a motion for payment ddliéges and costs associated with the
litigation, which are estimated to be around $208,0Customers Bank has filed a motion with thetfidisCourt to vacate the judgment and to
enter judgment in favor of Customers on OSI’s cetsiaim. In addition, the FDIC has filed a mottorintervene in the litigation, and has also
sought dismissal of OSI’s counterclaims on jurigdital grounds. On May 3, 2011, the Court grantedFDIC’s motion to intervene, and
directed that OSI respond to the motion to disrtlisscounterclaim. On August 9, 2011, the Dist@ourt granted the FDIC’s motion to
dismiss and vacated the judgment entered agairstb@ers Bank. The Court denied the Bank’s poatdtniotion as moot because of the
Court’s vacatur of the judgment.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 19 - LEGAL CONTINGENCIES (Continued)

On September 2, 2011, OSI filed a notice of appetiie United States Court of Appeals for the Ti@ictuit, in which OSI appeals from the
Court’'s August 9, 2011 Order granting the FDIC'stimio to dismiss. The Third Circuit has not yet aetchedule for briefing or argument.

NOTE 20- CONDENSED FINANCIAL STATEMENTS OF PARENT COMPANY
On September 17, 2011, Customers Bank and Cust@aarorp, Inc. completed a Plan of Merger and ra@oiation pursuant to which all of
the issued and outstanding common stock of the Baaskexchanged on a three-to-one basis for sh&msronon stock and non-voting

common stock of the Bancorp.

Balance Shee

December
31, 2011
Assets
Cash in subsidiary bar $ 4,99¢
Investment in and receivable due from subsidiary 142,74¢
Total assets $ 147,74
Shareholders Equity $ 147,74
Income Statement
Year Ended
December
31,2011
Equity in undistributed income of subsidiary $ 4,03¢
Net income 4,03¢
Dividends on preferred stock 44
Net income available to common shareholdel $ 3,99(

121




CUSTOMERS BANCORP, INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 20 - CONDENSED FINANCIAL STATEMENTS OF PARENT COMPANY ( CONTINUED)

Statement of Cash Flow:
Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cashl
in operating activities
Equity in undistributed earnings of subsidii
Net Cash Used in Operating Activities
Cash Flows from Investing Activities:
Payments for investments in and advance
subsidiaries
Net Cash Used by investing activitie
Cash Flows from Financing Activities:
Proceeds from issuance of common si
Purchase of treasury sto
Repayment of TARI
Dividends paic
Net Cash Provided by Financing Activities
Net Increase in Cash and Cash Equivalent
Cash and Cash Equivalent- Beginning
Cash and Cash Equivalent- Ending

Year Ended
December 31
2011

$ 4,03¢

(4,034

(4,420
(4,420

13,00
(500,
(3,037
(44)
9,41¢
4,99¢

$ 4,99¢
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 21 - SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Quarterly Consolidated Results of Operations
(in thousands, except share and per share Jlata

(unaudited)
2011
December September

Quarter Ended 31 30 June 30 March 31
Interest incom $ 19,49: $ 15,40¢ $ 14,697 $ 11,83¢
Interest expense 5,422 5,69¢ 5,79( 5,55¢
Net interest incom 14,072 9,71z 8,901 6,28¢
Provision for loan losse 2,90( 90C 2,85( 2,80(
Non-interest incom 4,40¢€ 3,591 2,51¢ 3,13¢
Nor-interest expenses 10,82: 9,12¢ 8,36¢ 8,99:
Income (loss) before income tax 4,75€ 3,27¢ 21C (2,372)
Provision for (benefit from) income taxes 1,53¢ 93C 65 (69€)
Net income (loss 3,22( 2,34t 14t (1,676
Preferred stock dividenc 39 5 - -
Net income (loss) applicable to common sharehol $ 3,181 $ 2,34C $ 145 $ (1,67¢€)
Earnings per common sha

Basic $ 02t $ 02, % 001 $ (0.20

Diluted 0.2 0.2 0.01 (0.20)

2010
December September

Quarter Ended 31 30 June 30 March 31
Interest incom $ 11,767 $ 9,46¢ $ 575¢ $ 3,92(
Interest expense 4,56¢ 3,22( 2,124 1,63
Net interest incom 7,20z 6,24¢ 3,63( 2,28t
Provision for loan losse 85( 4,07t 1,10¢ 4,372
Nor-interest incom 1,84¢ 41,66( 1,512 658
Non-interest expenses 7,481 11,54: 3,612 3,53
Income (loss) before income tax 71€ 32,28¢ 43C (4,969
Provision for income taxes 27€ 4,45k - -
Net income (loss $ 44C $ 2783¢ $ 43C $ (4,969
Earnings per common sha

Basic $ 0.0e $ 3.8t $ 0.0e $ (2.39

Diluted 0.0¢ 3.81 0.0¢ (1.39)




CUSTOMERS BANCORP, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands except for per share data)

NOTE 22 - SUBSEQUENT EVENTS

Due to our significant growth and evolution as akbsince 2009, including raising more than $100iamlin equity, increasing assets to over
$2 billion and significantly increasing our equiigise, in February 2012 the Compensation Commigiemmmended and the board of directors
approved a restricted stock reward program thatigeal for the grant of restricted stock units tat@@ directors and senior executives of the
Bancorp and the Bank. Pursuant to the progrartrjaes] stock units for 185,185 shares of our commstock and 211,640 shares of our Class
B Non-Voting common stock were granted on Febrd#y2012 pursuant to the 2004 Plan. Of this amaurtexecutive officers received
restricted stock units for 126,984 shares of comstook and 211,640 shares of Class B Non-Votingmmomstock in the aggregate and our
non-employee directors received 15,876 sharesrafraan stock in the aggregate. One requirementdsting is that the recipient of the
restricted stock units remains an employee or thirdgbrough December 31, 2016, subject to earkstimg upon a change in control resultin
any one shareholder owning more than 24.9% of thstanding stock of the Bancorp. The second vgsgquirement for each award (both
must be met to vest) is that our common stock sad@ price greater than $18.90 per share (adjfisteany stock splits or stock dividends)

at least 5 consecutive trading days during theyear period ending DEcember 31, 2016. If therictetd stock units vest, the recipient will
receive shares of our common stock on Decembe2@l§. The fair value of this award at the datgraht is $5 million and will be expensed
over the requisite service period of 5 years.
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Item 9. Changes in and Disagreements with Accoumiés on Accounting and Financial Disclosure

None

Item 9A. Controls and Procedures

As of the end of the period covered by this repsg,carried out an evaluation, under the supemiaitd with the participation of our
management, including Customer Bancorp’s Chief Bttee Officer and Chief Financial Officer, of thextiveness of the design and
operation of Customer Bancorp’s disclosure contaold procedures as defined in the Exchange ActsRilBa-15(e) and 15d-15(e). Based upon
the evaluation, the Chief Executive Officer ande€tiinancial Officer concluded that Customer Baptodisclosure controls and procedures
were effective at December 31, 2011.

This Annual Report on Form 10-K does not includd @ have not previously performed or providedporeof management’s assessment
regarding internal control over financial reportimigan attestation report of Customers Bancorgsstered public accounting firm due to a
transition period established by rules of the SBIhEw public companies. Under the rules of the SBE&hagement’s first assessment
regarding internal control over financial reportindl be included in its Annual Report on Form 10fd¢ the year ended December 31, 2012.
Item 9B. Other Information

None
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PART IlI
Item 10. Directors, Executive Officers and Corporée Governance
The names, ages, positions and business backgrofiedsh of the directors and executive officer€o$tomers Bancorp are provided below.
OUR BOARD OF DIRECTORS AND MANAGEMENT

The board members of Customers Bancorp are:

Name Director Since*  Position Age Term Expires:
John R. Miller 2010 Director 65 2013
Daniel K. Rotherme 2009 Director, Lead Independent Direct 73 2013
Jay S. Sidhi 2009 Director, Chairman and Chief Executive Offic 60 2012
T. Lawrence Way 2005 Director 63 2014
Steven J. Zuckermg 2009 Director 47 2014

*Includes services as a director of Customers Baide to the Reorganization.

Below are the biographies of our directors, as aglinformation on their experience, qualificatiansl skills that support their service as a
director of Customers Bancorp:

Jay S. Sidhu, Chairman and Chief Executive OffifgZustomers Bancorp and Customers B

Mr. Sidhu has served as Chairman and Chief Exee@ifficer of Customers Bank since the second quaft2009 and of Customers Bancorp
since its inception in April 2010. Before joini@ustomers Bank, Mr. Sidhu was the Chief Executiffec€ of Sovereign Bank from 1989
until his resignation and retirement in October@0hd its Chairman from 2002 until December 2068&.was the Chairman and Chief
Executive Officer of SIDHU Advisors, LLC, a Floridesed private equity and financial services caimgufirm, from 2007 to the first quarter
of 2009. He has received Financial World's CE@hef year award and was named Turnaround Entreprené¢we Year. He has received
many other awards and honors, including a Heroileéity Award from the National Liberty Museum. &n2010, Mr. Sidhu has been a
director of Atlantic Coast Bank Financial Corp ¢ tolding company for Atlantic Coast Bank, a fetlsewings bank with branches in Florida
and Georgia, and has served as its Non-Executiagri@an of the board of directors since May 2011r.. $8idhu has also served on the boards
of numerous businesses and not-for-profits, inclgdis a member of the board of Grupo Santandembtééned an MBA from Wilkes
University and is a graduate of Harvard Busined®o8ks Leadership Course. Mr. Sidhu also helped estaliie Jay Sidhu School of Busin
and Leadership at Wilkes University.

Mr. Sidhu’s demonstration of day-to-day leaderstombined with his extensive banking sector expegeprovide the board with intimate
knowledge of our direction and strategic opporiesit

Daniel K. Rothermel, Directc

Mr. Rothermel has been the President and Chief xecOfficer of Cumru Associates, Inc., a privatdding company located in Reading,
Pennsylvania since 1989, and served over twentysywathe board of directors of Sovereign Bancowh overeign Bank. At Sovereign, he
was lead independent Director and served on thét ABdvernance, and Risk Management Committee axlolhairman of the Executive
Committee. He is a graduate of The Pennsylvarite3iniversity with a B.S. in Business Administoatifinance and accounting) and of
American University with a Juris Doctor.

Mr. Rothermel’s background as an attorney and gegmeunsel, plus his extensive service as a direftS8overeign Bank provide unique and
valuable perspective to the board.

John R. Miller, Directol

Mr. Miller has been a member of the Board of Trastef Wilkes University since 1996, including asatman of the Board of Trustees from
2005 to 2008. Mr. Miller is presently in a secoatht as Chairman of the Board of Trustees of Willda&/ersity commencing June 2011. He
has also been the Chairman of the Board of Trustettee Osborn Retirement Community since 2006. NMiHer served in various capacities
as an accountant at KPMG, LLP from 1968 to Jang@afp, including a tenure as Vice Chairman from 1@02004, as a member of the Board
of Directors from 1993 to 1997, and as a membéh®@Management Committee from 1997 to 2004. Hethe€£hairman of the United States
Comptroller General's Governmental Auditing Stamidafdvisory Council from 2001 to 2008. He has hese the Ellis Island Medal of
Honor, recognizing distinguished Americans who hanagle significant contributions to the nation’sitagre. Mr. Miller is a graduate of
Wilkes University with a B.S. in Commerce and Fioamand is registered as a certified public accounteboth Pennsylvania and New York.
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Mr. Miller's 36 years of experience at KPMG, LLPdan years as Chairman of the US Comptroller's Ganfuditing Standards Advisory
Council have given him valuable experience andjimsinto auditing, accounting and financial repagtimaking him a valuable asset to
Customers Bancorp’s board.

Our board of directors has determined that Mr. dils an “audit committee financial expert” witlthie meaning of the rules of the Securities
and Exchange Commission.

T. Lawrence Way, Director

Mr. Way is the retired President, CEO and Chairwiaitie Board of Directors of Alco Industries, Inan employee-owned diversified
manufacturing company. Over his 34-year caredn Wito, Mr. Way has held various positions at Alowluding serving as the President and
CEO from October 2000 to September 2008, CEO fratol®r 2008 to September 2010 and Chairman of tzedfrom 2004 to 2011. He
continued as a member of the Board of Director&lobd and chaired its Audit Committee until Febru@r2012. Mr. Way is a Certified Public
Accountant, received a Masters in Business Admitisin from Mount St. Mary’s College, a Juris Dactiegree from Rutger€@amden Schoc
of Law, and graduated from Tufts University. He lexperience in varied management, finance, opasatind mergers and acquisitions.

Mr. Way’s background as an attorney and certifiedlig accountant, as well as his experience leadingmpany through the current
economic, social and governance issues as ChammhChief Executive Officer of Alco Industries, Inmake him well-suited to serve on the
board.

Steven J. Zuckerman, Director

Mr. Zuckerman, President and CEO of Clipper Magazgraduated from Franklin & Marshall College wétlB.A. in Business Management in
1985. While in college, he co-founded the Campospon Clipper, a predecessor to Clipper Magaziow, & full-service media company,
with numerous subsidiaries, including Loyal Custoi@iib, Spencer Advertising & Marketing, Clipper WBevelopment, The Menu
Company, Total Loyalty Solutions, Clipper Graphécsl Clipper TV. Clipper Magazine has over 550vidlial market editions in over 31
states with 1,200 employees around the countrjyditeg approximately 500 in Lancaster County, Pgivasia. He is a partner in Opening
Day Partners, owner and operator of the Atlantiague of Professional Baseball Teams and StadiuMsinJersey, Maryland and South
Central Pennsylvania.

Mr. Zuckerman'’s experience in the advertising indumake him uniquely situated to provide the boaitth insight in the key areas of
marketing and customer strategies.

Executive Officers

Richard Ehst, President and Chief Operating OfficB€ustomers Bancorp and Customers B- Age 66

Mr. Ehst has served as President and Chief Opgr&tificer of Customers Bank since August 2009 an@ustomers Bancorp since its
inception in April 2010. Mr. Ehst served as RegioRresident for Berks County of Sovereign Bankfiday 2004 until January 2007, and as
Executive Vice President, Commercial Middle Markéid-Atlantic Division, of Sovereign Bank from Jasy 2007 until August 2009. Mr.
Ehst also served as the Managing Director of Catgo€ommunications for Sovereign Bank from 2000 @004 where his responsibilities
included reputation risk management and markegngices support systems. Before joining Sover&gnk in 2000, Mr. Ehst was an
independent consultant to more than 70 financ#ltitions in the mid-Atlantic region, including Breign Bank, where he provided guidance
on regulatory matters, mergers and acquisitiond risk management. Mr. Ehst also began servirgg&sistee of Albright College in

2010. Mr. Ehst has also served as a director sfddoers Bank since August 2009.

Thomas Brugger, Chief Financial Officer and Treasusf Customers Bancorp and Chief Financial OffioeCustomers BankAge 45

Mr. Brugger has served as Chief Financial Offide€ostomers Bank since September 2009 and as Eimiefcial Officer and Treasurer of
Customers Bancorp since its inception in April 20 BR¥ior to joining Customers Bank, Mr. Brugger veasployed by Sovereign Bank for 15
years in the roles of Corporate Treasurer, Chie¢stment Officer and Portfolio Manager. At SovgreBank, Mr. Brugger was responsible
investment portfolio management, wholesale fundiiagjdity, regulatory and economic capital, setimation, interest rate risk, business unit
profitability, budgeting, and treasury operatioirte was Chairman of the Asset/Liability committewl @ll pricing committees. In addition, he
participated in 19 acquisitions while at Soverdiggmk. Before Sovereign Bank, he worked in thestneadepartment and internal audit at
Independence Bancorp.

Warren Taylor, President and Director of Commurianking for Customers BankAge 54

Mr. Taylor is the President and Director of Comntyfanking for Customers Bank. He joined Custoniask in July 2009. Prior to
Customers Bank, Mr. Taylor was employed by Sover&gnk for 20 years in the role of Division PresitleAt Sovereign Bank, Mr. Taylor
was responsible for retail banking in various mesle southeastern Pennsylvania and central arttieswuNew Jersey. Mr. Taylor was
actively involved with team member selection frdme branch manager role and higher.
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Glenn A. Hedde, President of Mortgage Warehouselibgrfor Customers Bank Age 51

Mr. Hedde is the President of Customers Bank Mged&/arehouse Lending. He joined Customers Bawugust 2009, and immediately
prior to that he provided consulting services ia blanking, mortgage banking and multi-family lemgindustries from August 2008 to July
2009. Mr. Hedde was the President of Commercia@r@jons at Popular Financial Holdings, LLC from0@Qo 2008. During his time at
Popular Financial, Mr. Hedde was a member of assdeadership team with direct responsibility faamagement of more than $300 million in
mortgage warehouse lending assets. Additionally,Hvdde was responsible for business developmishtmanagement, collateral operations
and compliance at Popular Financial. Mr. Hedde pteviously worked in mortgage banking, businesgstbpment, and credit quality
management for various companies including GE @aplbrtgage Services, Inc. and PNC Bank.

Messrs. Taylor and Hedde are executive officeiSugtomers Bank only, but are also deemed execaotfieers of Customers Bancorp
pursuant to the rules of the SEC.

Federal Reserve Board Application to Appoint Direcor

We submitted an application to the Federal ResBoard (“FRB") in 2011 requesting approval for Boabhoudhrie to serve as a director of
Customers Bancorp, but have not yet received ardetation from the FRB. If approved by the FRB, wkend to appoint Mr. Choudhrie to
a director of Customers Bancorp, subject to hisseahto serve as a director at such time. If apgmiphis appointment may be subject to the
board of directors increasing the size of the baarappointing Mr. Choudhrie to a vacancy (if omésted at the time). Alternatively, the Boi
may seek to nominate Mr. Choudhrie as a directoelfection by the shareholders at the next anne&itimg of shareholders.

Mr. Choudhrie, age 33, served as a director of @nets Bank since July 2009. Mr. Choudhrie has lieecutive Director of C&C Alpha
Group Limited, a London based family private equjtgup, since November 2006, and was the Execitirector of C&C Business Solutions
Ltd. from June 2003 to November 2006. In July 20d8 Choudhrie became a director of Atlantic Cdastancial Corporation, the holding
company for Atlantic Coast Bank, a federal savibgsk with branches in Florida and Georgia. Mro@thrie is a private equity investor with
investments in the United States, United Kingdonrope and Asia. C&C Alpha Group was founded in200he company, with global
headquarters in London, has established officesweral countries. Its team is comprised of entregurs, financial analysts, project
developers, project managers and strategy consslltan

Director Nominations

Our bylaws contain provisions that address thegsedy which a shareholder may nominate a diréctstand for election to the board of
directors at our Annual Meeting of Shareholders.

In evaluating director nominees, the Nominating @odporate Governance Committee (the “Committeef)siders the following factors:
» The appropriate size of our board of directord s committees;
* The perceived needs of the board for particlkdiss background, and business experience;

* The skills, background, reputation, and busiregserience of nominees compared to the skills, ¢raelnd, reputation, and business
experience already possessed by other members bbtrd; and

» The nominees’ independence.

There are no stated minimum criteria for directommees, and the Committee may also consider sihen factors as it may deem are in our
best interests and the interests of our sharetwldée Committee does, however, believe it appatgifor at least one member of the board to
meet the criteria for an “audit committee finana@apert,” that a majority of the members of therbaaeet the definition of “independent
director” under Nasdag Rules, and that one or rkeyemembers of management participate as membéhe doard.

While we have no formal policy with respect to diity on the board, in order to enhance the ovepadlity of the board’s deliberations and
decisions, the Committee seeks candidates withrgbverofessional backgrounds and experiences,s@piag a mix of industries and
professions with varied skill sets and expertise.

The Committee identifies nominees by first evalugthe current members of the expiring class afadars willing to continue in service.
Current members of the expiring class with skitisl @xperience that are relevant to our businessvéwadare willing to continue in service are
considered for re-nomination, balancing the valieontinuity of service by members of the expirttigss with that of obtaining a new
perspective. If any member of the expiring classsdnot wish to continue in service or if the Cotteei or the board decides not ton@minatt

a member for reelection, the Committee identiffesdesired skills and experience of a new nomiaeg discusses with the board suggestions
as to individuals that meet the criteria. The Cottemihas not in the past engaged third partiedeiotify, evaluate, or assist in identifying
potential nominees, but relies on community andrtass contacts it has established through its wirecofficers and professional advisors to
help it identify potential director candidates wheespecific need is identified.
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The Committee will evaluate any recommendatiorefdirector nominee proposed by a shareholder.dardp be evaluated in connection with
the Committee’s procedures for evaluating poteulii@ctor nominees, any recommendation for direstoninee must be submitted in
accordance with oyrocedures for shareholder nominees described bétoparticular, all nominations made by a shardaomust be made
writing, delivered or mailed by registered or dégtl mail, postage prepaid, return receipt requkstethe Secretary of the Company (at our
corporate headquarters in Wyomissing, Pennsylvamid)received by the Secretary not less than ni@®ydays nor more than one hundred
and twenty (120) days prior to any meeting of thareholders called for the election of directoirgeds than ninety seven (97) days’ notice of
the meeting is given to the shareholders (whiclicaahay be provided by press release reportedratianal news service or an SEC filing
pursuant to Section 13, 14 or 15(d) of the SeasriExchange Act of 1934 (“Exchange Acttj)e nomination shall be delivered or mailed tc
Secretary and received by the Secretary not lager the close of business on the seventh (7thjallaying the day on which notice of the
meeting was given to shareholders (whether by ntattie notice of meeting or such other means destidbove). Every nomination must
include: (a) the consent of the person nominatesttoe as a director if elected; (b) the name, bgginess address and residence address of tt
nominee; (c) the principal occupation or employnaithe nominee; (d) the number of shares of then@amy beneficially owned by the
nominee; (e) the name and address of the notifstiregeholder; (f) the number of shares of the Compamed by the notifying shareholder;
and (g) all other information relating to the nosgnand the notifying shareholder that is requicelet disclosed in solicitations of proxies for
election of directors in an election contest, avtiserwise required, in each case pursuant to Régnl14A under the Exchange Act of 1934
and Rule 14a-11 there under (including such pessantten consent to being named in the proxy state as a nominee).

Code of Conduct

Each of our directors, officers and employees aegeired to comply with the Customers Bancorp, @ade of Conduct adopted by us. The
Code of Conduct sets forth policies covering a n@age of subjects and requires compliance witls land regulations applicable to our
business. The Code of Conduct is available omalosite at www.customersbank.comnder the “About Us-Corporate Governance-Code of
Conduct” captions. We will post to our website @amyendments to the Code of Conduct, or waiver fitwerprovisions thereof for executive
officers or directors, under the “About Us-Corper&overnance-Code of Conduct” caption.

ltem 11. Executive Compensation
EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis desciliegxecutive compensation program and addressesvie made executive
compensation decisions for our senior executivieef$ during fiscal year 2011. The senior exeeutifficers covered by this Compensation
Discussion and Analysis are the “named executifieast” set forth in the Summary Compensation Tdtgginning on page 132 of this Form
10-K (“Summary Compensation Table”).

Compensation Objectives and the Focus of Compensati Rewards

Our compensation program is designed to attrattihigualified individuals, retain those individuatsa competitive marketplace for execut
talent and motivate performance in a manner thaimiaes corporate performance while ensuring thasé programs do not encourage
unnecessary or excessive risks that threaten the vaAthe Company. We seek to align individuafpenance with long-term strategic
business objectives and shareholder value, aneMeethat the combination of executive compensatironided fulfills these objectives.

Currently, our executive compensation program hesetkey elements: (1) salary, (2) bonus, andof®)-term equity incentives. The mix of
short term performance incentives versus long feoantives are reviewed annually by the Compensaiommittee with the intention of
achieving a reasonable balance of those incentiMesvever, we do not have set percentages of shontversus long term incentives. We
do not have a policy with respect to the mix betwte cash and equity components of executive cosgtion, although as noted below
certain portions of the annual bonus are paidaonksand subject to a long-term vesting period kefayout.

Compensation philosophy is ultimately determinedhi®yBoard of Directors, based upon the recommeégabf the Compensation
Committee, which is comprised solely of independbrectors as defined by the rules of Nasdaq. Chief Executive Officer makes
recommendations to the Compensation Committee coimcethe compensation of other executive officbrg,does not participate in
establishing his own compensation. As part of pinixcess, the Compensation Committee reviews atrppavided by its compensation
consultant, Vistra Partners, LLC (“Consultant”atltompares each named executive officer's compienga peer group executive
compensation (“Report”). The Compensation Commigenerally seeks to provide salary and bonus cosapien to the named executive
officers at approximately the median of its comipes in the banking industry as reported by a carepion survey. In 2011, the
Compensation Committee used the Towers Watson awsagien survey for banks with assets below $2duijlalthough the Compensation
Committee (as ratified by the Board of Directorshgrally paid salary and bonus levels for the naexedutive officers that were below the
median due to the start-up nature of the Compatiyeatime. As the Company matured and experiesiggidficant growth in 2011, the
Compensation Committee determined to increaseisaliar February 2012 and used the SNL Financiat&Sufor banks as the relevant peer
group, which decision was ratified by our Boardafectors and are described below under “Salafijhe Compensation Committee also
reviewed the median salary and bonuses under BheWWebber survey as a market check on local conapiensmarket practices. The
Compensation Committee retains the flexibility tmsider, in its sole discretion, various subjecfagors when making compensation
decisions.
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The guiding principle of our compensation philosphthat the compensation of executive officersutth be based primarily on the financial
performance of the Company, and partially on irdlinal performance. While this “pay-for-performangéiilosophy requires the Compensa
Committee to first consider our profitability, t@®mpensation Committee does not intend to rewangcgssary or excessive risk

taking. These principles are reflected in the Bjpeelements of the compensation program, pariidylthe bonus and long-term equity income
programs, as described below.

Role of the Compensation and Corporate Governancedinmittee

The Compensation Committee assists the Board efcRirs in discharging its responsibilities regagdinir compensation and benefit plans
practices. Authority granted to the Compensatiom@ittee is established by the board of directadsalso set forth in the charter of the
Compensation Committee. In 2011, the Compens&mnmittee strongly considered the recommendatiitiseoChief Executive Officer
regarding the other named executive officers. rBegemmendations of the Compensation Committee pe®ented for discussion and final
approval at meetings of the full Board of Directors

Specific Elements of the Compensation Program
Described below are the key elements of our congiEmsprogram for the named executive officers.
Salary

We believe that a key objective of the salary stmecis to maintain reasonable “fixed” compensatiosts, while taking into account the
performance of the named executive officers. Badaries are reviewed annually by the Compens&mnmittee to determine if any base pay
changes should be made for the named executiveeddfi Base pay changes, if any, are normally ohied after considering the executive’s
current base pay position relative to the peergemireflected in the Report, our performance hadrdividual’s contribution to that
performance for the prior year and the national rgibnal economic conditions, their effect uporand how the executive has dealt with tt
within his or her area of responsibility. All df¢ named executive officers joined us in 2009 ddddt receive any increase in salary for
2010. In February 2011, the Compensation Commiteiewed the Report and, based on the recommemdatithe Consultant, determined to
increase the salary of the named executive offiweinich decision was ratified by the Board of Digs and is disclosed in the Summary
Compensation Table for 2011. These salaries wamerglly set below the median salary for the peeufor their position with the
Company. In making this decision to increase gaddor 2011, the Compensation Committee also densd the strong performance of
Customers Bank in 2010, including strong growthssets, loans, customer base and return on eglaihg with the Chief Executive Officer’s
leadership in driving this performance. With refyay the named executive officers other than thieftxecutive Officer, the Compensation
Committee considered their contributions to thdgrerance of Customers Bank (overall and in thectional area) in 2010 as reported by
Chief Executive Officer and his recommendatiomitréase their salary.

Given our significant growth and evolution as albaimce 2009, including raising more than $100ionillin equity, increasing assets to ovel
billion and significantly increasing our equity leasn February 2012 the Compensation Committeeevead the existing salaries against the
peer group as reflected in the Report and detedtiméncrease the salaries for 2012, which decigias ratified by the Board. The new
salaries were generally set below the median f@pter group for their position, which 2012 sakdee disclosed in footnote 2 to the Sumr
Compensation Table.

Bonuses

Bonuses are designed to motivate executives byrdémgaperformance. For all of the named executifficers other than Mr. Hedde, bonuses
for 2011 were determined at the discretion of tbenfensation Committee, which considered our firermmrformance, including strong
growth in assets, loans, customer base and retuemoity, along with the recommendations of thee€kixecutive Officer with regard to the
other named executive officers. The decision ef@mmpensation Committee for 2011 bonuses wagibly our Board of Directors. Based
on these considerations, in February 2012 the Cosgtien Committee reviewed the Report and deteming@ay a bonus to these named
executive officers that was below the median bafubke peer group for their position, which deadisigas ratified by the Board. The Chief
Executive Officer also recommended these bonugsaidoother executive officers, which was basetheir respective contributions to the
performance of the areas for which they are resptensThe amount of these cash bonuses for 201discsed in the footnotes to the
“Bonus” column of the Summary Compensation Tabteefach of the named executive officers.

The 2011 bonus for Mr. Hedde is based on a bonakgid 0% of the net profit of the mortgage wares®division, which bonus pool is to be
allocated among the employees of this division.. Neddes share of this bonus pool was determined by disocadetween Mr. Hedde and
Chief Executive Officer in 2012 following the dat@ination of the amount of the bonus pool, which antavas presented to the Compensation
Committee as a recommendation from the Chief Exez@fficer, and was also ratified by the Boardr. Medde was awarded a total bonus of
$679,090, which constituted 58% of the total boposl for the mortgage warehouse division. Thisusowas paid 60% in cash and 40% in
restricted stock units that vest on the third aergary of the date of the award. The restrictedksportion was implemented to encourage a
long-term view for the operation of this division.
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The named executive officers, including Mr. Heddere also given the opportunity to participate im Bonus Recognition and Retention P
and each deferred the receipt of a portion of ttesh bonus to receive restricted stock in liecash, which restricted stock will vest if the
executive officer continues to be employed for fjears after the date of the bonus award. SeeUB&ecognition and Retention Plan” below
for a description of this plan, along with the footes to the Summary Compensation Table below &@saription of the deferrals made by the
named executive officers under this plan for tR€it1 bonuses. These awards of stock are subjémtféiture if the executive does not remain
employed over the five year vesting period, whiehviges to incentivize and retain executives.

Long-Term Equity Incentive Compensation

Long-term incentive compensation is intended toivat¢ and retain executives and reward them baséong-term company

performance. The Compensation Committee beliehasetquity-based incentive arrangements are anfengost effective means available to
the Company of aligning the interests of executivéh the objectives of shareholders generally, aihbluilding their long term commitment to
the organization. Our shareholders have apprdwedtanagement Stock Purchase Plan, the 2010 StoténCPlan, the Amended and
Restated 2004 Incentive Equity and Deferred Congt@rsPlan, and the Bonus Recognition and Reterogram (referred to collectively as
“equity compensation programs”).

Our equity compensation programs permit the Comgtears Committee to grant stock options, restrictxtk, and other types of awards on a
discretionary basis, subject to ratification by bward of directors. Upon determination of our parfance for the prior fiscal year, in February
of each year the Compensation Committee assessedlifgrant long-term equity awards, althoughniay grant awards at any time of the year
in its discretion for new hires, outstanding pemiance or otherwise. In February 2011, the Compgems&ommittee granted Messrs. Taylor
and Hedde options to purchase 16,666 and 8,338sbépur Voting Common Stock, which award wadieatiby our Board of Directors. The
Chief Executive Officer made the recommendatiopayp these awards based on the strong performarnbeiofespective business units. In
addition, pursuant to the terms of the employmegné@ment of each of Messrs. Sidhu, Ehst and Briggeing 2011 they were each granted
options to purchase common stock as a result ofweressful capital raising activities and the &ition of another bank. Each of these
options rewarded the executive for transactiorindrease the value of the Company, and the strictithese options also serve to retain and
incentivize the executive due to the five year ngsbf these options and the further vesting caouithat the fair value of the common stock
increase by 50% before they become exercisable.options granted to Messrs. Taylor and Hedde tteseame vesting provisions.

Given our significant growth and evolution as albaimce 2009, including raising more than $100ionillin equity, increasing assets to ovel
billion and significantly increasing our equity leagn February 2012 the Compensation Committeamé@ted to implement a restricted stock
reward program that provided for the grant of iiettd stock units to certain directors and senkerceatives of Customers and Customers Bank,
which included awards to each of the named exeeuifficers as set forth below in the “Grant of PRased Awards” table. This decision of
the Compensation Committee was ratified by the 8odhese awards create retention and value creistb@ntives as the restricted stock units
vest if both (i) the holder remains employed thiolecember 31, 2016 (subject to accelerated vesping a change of control), and (ii) our
Voting Common Stock trades at greater than $189Gpare, all as described in more detail belovenf2012 Restricted Stock Awards
Program”.

Perquisites, Post-Retirement and Other Elements d&€ompensation for Executive Officers

In order to attract and retain qualified executjwees provides executives with a variety of beneditsl perquisites, consisting primarily of
retirement benefits through a 401(k) plan, exeeulife insurance, and the use of automobiles. iBat&the values of these benefits and
perquisites that were paid to the named execuffieeos in 2011 may be found in the footnotes aadatives to the Summary Compensation
Table.

Employment and Other Agreements

The Compensation Committee believes that it ifiéltest interest of the Company to promote stglglid continuity of senior
management. The Compensation Committee seekgdmabis goal by providing reasonable assuran@ettain of its senior executives so
they are not distracted from their duties, espBbciallight of the uncertainty caused by adversekatconditions and the continued
consolidation in the banking industry. Accordinglye entered into employment agreements with Mth&iin 2009 and Messrs. Ehst and
Brugger in 2011, the material elements of whichdeecribed below in this Form 10-K. See “EmploBemefits - Officer Employment
Agreements” below. These employment agreemenisdedor severance to be paid to the executivemimection with a termination of
employment, including severance following a chaofieontrol. A summary of the estimated paymentsdanade as a result of these sevel
and change of control provisions are describedvbeloder “Potential Payments Upon a Change of Cohtrll of these agreements that
provide for severance payments following terminafio connection with a change in control are strited as “double triggers” based on the
Compensation Committee’s determination that sugimgats should only be made if we terminate the egg# in connection with a change in
control. For the foregoing reasons, we also adbat8upplemental Executive Retirement Plan for®ithu. See “Employee Benefits —
Supplemental Executive Retirement Plan for Chairarad Chief Executive Officer” and the “Pension Bi#s” table below for more
information on this plan for Mr. Sidhu.
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Consideration of Risk

Our compensation methods are discretionary andhbalshort and long-term goals for our executiveeefs. The Compensation Committee
strives to provide strong incentives to manageoushfe long-term, while avoiding excessive riskitgkin the short term. Goals and objectives
reflect a fair mix of quantitative and qualitatifeetors to avoid excessive reliance on a singléopmance measure. As a matter of best
practice, beginning in 2010, the Compensation Cdtembegan to annually review the relationship ketwthe risk management practices and
the incentive compensation provided to the namedive officers to confirm that the incentive campation does not encourage unnece:
and excessive risks.

Risk Management Checks and Balances

The Compensation Committee believes that the desigrgovernance of our executive compensation progre consistent with best practi
in risk management. The design of the executivepansation program supports our risk managemeis guaugh an interlocking set of
checks and balances.

- Rather than determining incentive compensation dsvhased on a single metric, the Committee apjtiéaformed judgmel
taking into account factors such as quality andasoiability of earnings, successful implementatadrstrategic initiatives ar
adherence to risk and compliance policies and theraore values

- To further ensure that executive officers are fedusn longterm performance, a significant portion of our intvee award
(including bonuses paid in stock) are providedoagterm equity awards that do not become earned aiddupél three to fiv:
years after the grant da

« Use of equity awards aligns executive officanderests with the interests of shareholders, aed significant stock ownerst
further enhances this alignme

Together, these features of the executive compengatogram are intended to:

» Ensure that compensation opportunities do not elagguexcessive risk takin
« Focus executive officers on managing the Compawsitds creating lor-term, sustainable value for shareholders;
» Provide appropriate levels of realized rewards divee.

Compliance with Section 409A of the Internal Revene Code
The executive compensation arrangements are irdelodee maintained in conformity with the requirentseof Section 409A of the Internal
Revenue Code, which imposes certain restrictiondederred compensation arrangements and tax pesalti the affected employees if their
deferred compensation arrangements do not complythbse restrictions.
Compensation Committee Report

The Compensation Committee of the board of diredbais reviewed and discussed with management timp&wsation Discussion
and Analysis required by Item 402(b) of Regulat®K and, based upon this review and discussionCtimapensation Committee
recommended to the board of directors that the g&msation Discussion and Analysis be includedigform 10-K.

Compensation Committee:

Steven Zuckerman, Chair
Daniel Rothermel

SUMMARY COMPENSATION TABLE

The table below sets forth the following informatifor each of the named executive officers forftbeal year ended December 31, 2011:
dollar value of (1) base salary and bonus earr®dtock awards and option awards; (3) all othenmensation; and (4) total compensation.

Stock Option All Other
Name & Principal Salary Bonus Awards Awards Compensatior
Position ($) (1) ($) (%) (1) (%) (8) (%) (9) Total ($)
Jay S. Sidhu
Chairman & CEO 300,00( 150,00((2) 300,00( 976,21: 13,45¢ 1,739,66!
Richard A. Ehst
President & COO 225,00( 84,3753) 56,25( 146,43 14,25( 526,30¢

Thomas R. Brugger
EVP & Chief Financial Officer 225,00( 56,25((4) 112,50( 146,43 16,70« 556,88



Warren Taylor
President and Director of
Community Banking 190,00(

Glenn A. Hedde
President of Customers Bank
Mortgage Warehouse Lending 190,00(

37,50((5)

164,40((6)

75,00(

624,29( (6)

55,23(

27,61¢

0

5,662

357,73l

1,011,96

132




(1)

(@)

3)

(4)

(5)

(6)

(7)

(8)

(9)

Represents annual salary for 2011. The drsal@ry for each of the named executive officeas wcreased for 2012 to the following:
Mr. Sidhu- $500,000; Mr. Ehs- $320,000 Mr. Brugge- $300,000; Mr. Taylo- $200,000; and Mr. Hedc- $200,000.

Mr. Sidhu earned a cash bonus of $300,00@044; however, he elected to receive 50% in ca$tQP00) and to defer 50% of this
bonus under the Bonus Recognition and RetentiogrBno (“BRRP”) pursuant to which after a 5 year irggperiod he will receive
his deferred bonus, along with a Company matchl60$00 ($300,000 in total), in the form of 23,80fres of Voting Common
Stock plus any shares resulting from the deemenestment of dividends on those 23,809 shareBir.ISidhu does not remain
employed during this 5 year vesting period, he feifeit the right to receive these shares. Seent® Recognition and Retention
Progran” below for more details regarding this defer

Mr. Ehst earned a cash bonus of $112,500 for 20dd/ever, he elected to receive 75% in cash ($84,878 to defer 25% of th
bonus under the BRRP pursuant to which after aab yesting period he will receive his deferred bgralong with a Company match
of $28,125 ($56,250 in total), in the form of 4,464hres of Voting Common Stock plus any of theehagsulting from the deemed
reinvestment of dividends on those 4,464 shareBIr.lIEhst does not remain employed during thiss&rwesting period, he will forfe
the right to receive these shares. “Bonus Recognition and Retention Prog” below for more details regarding this defer

Mr. Brugger earned a cash bonus of $112,500 fol 20dwever, he elected to receive 50% in cash g&88§,and to defer 50% of th
bonus under the BRRP pursuant to which after aab yesting period he will receive his deferred bgralong with a Company match
of $56,250 ($112,500 in total), in the form of &%hares of Voting Common Stock plus any of theesheesulting from the deemed
reinvestment of dividends on those 8,928 share®ir.IBrugger does not remain employed during thigear vesting period, he will
forfeit the right to receive these shares. “Bonus Recognition and Retention Prog” below for more details regarding this defe!

Mr. Taylor earned a cash bonus of $75,00@€dr1; however, he elected to receive 50% in ca3R,590) and to defer 50% of this
bonus under the BRRP pursuant to which after aab yesting period he will receive his deferred bgralong with a Company match
of $37,500 ($75,000 in total), in the form of 5,98#ares of Voting Common Stock plus any of theehagsulting from the deemed
reinvestment of dividends on those 5,952 share®ir.ITaylor does not remain employed during thigear vesting period, he will
forfeit the right to receive these shares. “Bonus Recognition and Retention Prog” below for more details regarding this defe!

Mr. Hedde earned a cash bonus of $679,0920d1 ; however, pursuant to the terms of his bomgement he is required to have a
portion (60%) of his aggregate bonus for 2011 pidugh the issuance of 32,150 restricted stoctsuriihese restricted stock units
were granted in February 2012 under the AmendedRasthted 2004 Incentive Equity and Deferred Corsgution Plan (the “2004
Plan”), and they will become 100% vested on thedthhniversary of the date of grant. With regarth®remaining 40% cash portion
of the bonus ($274,000), Mr. Hedde elected to xec60% of this amount in cash ($164,400) and terd4®% of this amount under
the BRRP pursuant to which after a 5 year vesteripg this 40% ($109,600) of his 2011 bonus, aleith an equal Company match
of $109,600 ($219,200 in total)), will be paid thgh the issuance of 17,396 shares of Voting Com&took under the 2004 Plan, p
any of the shares resulting from the deemed retmess of dividends on those 17,396 shares. IfHi&dde does not remain employed
during this 5 year vesting period, he will forfdie right to receive these shares. See “Bonusd®@on and Retention Program”
below for more details regarding this defer

Represents the aggregate grant date fair valoslated in accordance with FASB ASC Topic 7fthe stock awards described in
footnotes 2-6 above. The grant date fair value® limeen determined based on the assumptions ahddoétgies set forth in our
2011 financial statements included herein (Not-Stock Based Compensation Plat

Represents the grant date fair value, as calcuiatadcordance with FASB ASC Topic 718 of optionaasls granted in 2011 under «
Amended and Restated 2010 Stock Option Plan (1b&0'Stock Option Plan™). See footnote 1 to thedi®iof Plan-Based Awards”
table below for more information on these optiofifie grant date fair values have been determinséldoan the assumptions and
methodologies set forth in our 2011 financial steats included herein (Note -Stock Based Compensation Plal

The amounts listed in this column include match0d (k) contributions paid under our 401(k) Retiretn®avings and Profit Sharit
Plan for each of Messrs. Sidhu, Brugger and Hedeallowance payments for each of Messrs. EhsBangdger, and a golf club
membership for Mr. Ehst. The Company provides 8idhu with an automobile which he primarily useslfasiness purposes. All
Other Compensation for Mr. Sidhu also includeswvdlee attributable to Mr. Sidl's personal use of this automobile in 2C
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GRANTS OF PLAN-BASED AWARDS

The following table sets forth certain informati@garding awards granted to each of our named é&xeaifficers with respect to

2011:
All other option
All other stock  awards: Number of
awards: Number of shares of Common
shares of Common Stock underlying Exercise or base price 0 Grant date fair value of
Stock options option awards stock and
Name Grant date #) (1) # (2 ($/sSh) (3) option awards ($) (4)
Jay S. Sidhi 1/31/2011 76,458 12.00 264,722
2/28/2011 33,516 12.00 108,604
3/7/2011 26,830 12.00 72,371
9/17/2011 62,399 13.20 205,761
9/30/2011 98,485 13.20 324,754
2/16/12 23,809 300,00C
Richard A. Ehs 1/31/2011 11,468 12.00 39,708
2/28/2011 5,027 12.00 16,291
3/7/2011 4,024 12.00 10,856
9/17/2011 9,360 13.20 30,865
9/30/2011 14,773 13.20 48,714
2/16/12 4,464 56,250
Thomas R. Brugge 1/31/2011 11,468 12.00 39,708
2/28/2011 5,027 12.00 16,291
3/7/2011 4,024 12.00 10,856
9/17/2011 9,360 13.20 30,865
9/30/2011 14,773 13.20 48,714
2/16/2012 8,928 112,500
Warren Taylol 2/17/2011 16,666 12.00 55,230
2/16/2012 5,952 75,000
Glenn A. Hedd 2/17/2011 8,333 12.00 27,615
2/16/2012 17,396 219,200
2/16/2012 32,150 405,090
@ Represents restricted stock units receivdiginof cash bonuses earned for 2011 under the PGas described in footnotes 2-6 to
the “Summary Compensation Table” above. All resdd stock units are for shares of Voting Commartist Excludes 24,479
restricted stock units issued to Mr. Hedde on Fafyrd 7, 2011 under the 2004 Plan as they weredssuéu of a portion of Mr.
Hedde's cash bonus earned for 2010. See footr3ote the “Outstanding Equity Awards at Fiscal YEad Table” below for more
details on this awart
2 Includes options awarded on January 31, 2B&hruary 28, 2011, March 7, 2011, September 171 208 September 30, 2011 to
Messrs. Sidhu, Ehst and Brugger, which were awandel@r the 2010 Stock Option Plan pursuant toehes of their employment
agreements. See “Stock Option Grants in ConnegtitinRecent Transactions” and “Officer Employmégreements” below for
more details on these awards. Also includes optéamarded on February 17, 2011 to Messrs. Taylbtsdde under our 2010 Stock
Option Plan. All of these awards vest on the fétiniversary of the date of grant, subject to alt@n that the value of our Voting
Common Stock increase by 50% during the life ofdpon and subject to accelerated vesting in sediacumstances. All of these
options are non-qualified stock options and entfteeholder to purchase shares of Voting CommonkStblowever, the September
17, 2011 and the September 30, 2011 options aviands. Sidhu were cancelled on March 6, 2012, aem nptions to purchase the
same number of shares of Class B Non-Voting Com8tonk upon the same terms (including the same isegpeice and expiration
date) were issued. The cancellation and grant dene to correct an inadvertent mistake of oridgynalvarding these as options to
purchase shares of Voting Common St
3 Exercise price for stock options is based on tle [ma@ce of the Voting Common Stock in the moserqrivate offering prior to th

date the award is grante
4) Represents the grant date fair value, as calcuiatadcordance with FASB ASC Topic 718 of thesdawpor stock awards. The gre

date fair value has been determined based on slienmsions and methodologies set forth in our 2@idnicial statements included
herein (Note 1-Stock Based Compensation Plal
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Amended and Restated 2004 Incentive Equity and Defed Compensation Plan

During 2004, our shareholders approved the 2004, Rhich was amended and restated in Septemberi®0afproval of our shareholders.
Our board of directors also amended and restaeed@84 Plan in March 2012 primarily to reflect chas effectuated by the Reorganization.
The purpose of the 2004 Plan is to promote theesscand enhance our value by linking the persoteksts of the members of the board of
directors and our employees, officers and execsitivehose of our shareholders and by providingy sndividuals with an incentive for
outstanding performance in order to generate soipexiurns to our shareholders. The 2004 Planribduintended to provide us flexibility to
motivate, attract and retain the services of membéour board of directors, employees, officerd axecutives.

The 2004 Plan is administered by the Compensatamriittee of the board of directors or, in certaases, by the full board of directors. It
provides for the grant of options, some or all dfieh may be structured to qualify as incentive ktogtions under Section 422 of the Code
(“1SOs”) if granted to employees, and for the grahstock appreciation rights, restricted stock antestricted stock up to a total of 500,000
shares of common stock. As of February 25, 2062,28 shares were available for grant under thé 0@n. Unless sooner terminated by the
board, the 2004 Plan will expire ten (10) yearsifithe date the 2004 Plan was approved by our sbiaiesis, which was September 6, 2011.

Management Stock Purchase Plan

In December 2010, our shareholders approved oualjlement Stock Purchase Plan (the “Management Sodhase Plan”), which consisted
of a pool of 233,334 shares of our Voting Commarckithat may be offered for purchase by senior mament personnel at a deeply-
discounted purchase price of $1.00 per share darstwprt election period. As of February 25, 20t®2shares were available for grant under
the Management Stock Purchase Plan, and the Mamesg&tock Purchase Plan was terminated on Mar2@ %, by our board of

directors. The Management Stock Purchase Plarideadws with a flexible way to motivate, attractlaetain the services of employees,
officers and executives upon whose judgment, isteard special effort the successful conduct ofoparations largely depend. The
Management Stock Purchase Plan was intended togpecmar success and enhance our value by linkiegéhnsonal interests of our executive
and senior management-level employees to thosaraftamreholders, and by providing those individwaths an incentive for outstanding
performance in order to generate superior retwrishareholders.

Amended and Restated 2010 Stock Option Plan

In December 2010, our shareholders approved theé 3@dck Option Plan, which was amended and restati®tarch 2012 by our board of
directors primarily to reflect changes effectuatgdhe Reorganization. The 2010 Stock Option Plawvides for the grant of stock options to
our management personnel, other employees andmplogee members of the board of directors. Thegse of the 2010 Stock Option

Plan is to promote our success and enhance aue Bl linking the personal interest of our empleyedficers, executives and non-employee
directors to those of our shareholders and by gingithose individuals with an incentive for outslang performance in order to generate
superior returns to shareholders. The 2010 Stqatlo® Plan provides flexibility for us to motivatattract, and retain the services of our
employees, officers, executives and non-employesetirs upon whose judgment, interest and speff@t ¢he successful conduct of our
operations largely depend. The options can ta&ddim of either tax-qualified ISOs or non-qualifistock options (“NQOs"), although only
NQOs may be granted to r-employee directors.

The 2010 Stock Option Plan consists of a pool efléisser of 3,333,334 shares of our Voting ComnionkSand Class B NoWeting Commor
Stock, or fifteen percent (15%) of the number @rels of Voting Common Stock and Class B Non-Vo@aognmon Stock issued by us after
December 31, 2009. As of February 25, 2012, 57sk@2es were available for grants under the 20a¢kSDption Plan by applying the 15%
limitation described above, and a maximum of 2,842 shares would possibly be available for granteuthe 2010 Stock Option Plan if more
of our common stock were issued in the future. 2080 Stock Option Plan is administered by the Gamsption Committee of the board of
directors or, in certain cases, by the full bodrdiectors. The maximum number of shares undeglyiptions granted to any single participant
during a fiscal year shall be 2,222,223 share®ofroon stock. All employees are potentially eligibh receive options under the 2010 Stock
Option Plan. In making determinations regardirgygbtential eligibility of any employee, the Compation Committee may take into account
the nature of the services rendered by the empldys®r her present and potential contributionsuosuccess and such other factors as the
Compensation Committee in its discretion deems/agie

The Compensation Committee is authorized to graaksoptions to participants subject to the follogrterms and conditions: (1) the exercise
price per share of an option must not be less ttharfiair market value of one share at the timeogptéon is granted, and the term of an option
must not be longer than ten (10) years from the dagrant; and (2) in the case of a participand wivns stock representing more than 10% of
the total combined voting power of us at the tifhéhe grant of an option to that participant, thion cannot qualify as an ISO unless the
exercise price is at least 110% of the fair maviadtie of the stock at the time of grant and thetisrnot longer than five years from the date of
grant.

Unless sooner terminated by the board, the 201€kSdption Plan will expire ten (10) years from ttete the 2010 Stock Option Plan was
approved by our shareholders, which was Decemi#d ™). The termination of the 2010 Stock OptioanRhust not affect any option that is
outstanding on the termination date without thesemi of the participant. Offers granted under2®&0 Stock Option Plan are, by their terms,
not transferable other than by will or laws of dagcand distribution. No right or interest of atm@pant in any offer may be pledged,
encumbered, or hypothecated to or in favor of aryypother than us, or be subject to any lien,gation, or liability of that participant to any
other party other than us; provided, however, thatforegoing must not be deemed to imply any alilign of ours to lend against or accept a
lien or pledge of any offer for any reason.
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Bonus Recognition And Retention Program

In December 2010, our shareholders approved thelBBRRich was amended and restated in March 20X8ubkoard of directors primarily to
reflect changes effectuated by the Reorganizatidre BRRP provides specified benefits to a selemtig of management and highly
compensated employees who contribute materialbutacontinued growth, development and future bissirseiccess that are eligible under the
BRRP. Participation in the BRRP is limited to sesegroup of management and highly compensatedosegs, as determined by the
Compensation Committee in its sole discretion.nFtbat group, the Committee selects, in its saderéition, the employees who are eligible to
participate in the BRRP, which always includes Ghref Executive Officer.

As a condition of participation, each selected ey@é must annually complete and return to the Cdteen{or its designee) the forms the
Committee may prescribe, including an annual dafedection form. Each election made by a pardiotgo defer receipt of a portion of his or
her bonus for a given calendar year must be filethter than December 31 prior to the calendar wétér respect to which the relevant bonus
may be earned; provided, however, in the evenngpi@yee is hired during a plan year and is desgghas being eligible to participate for that
year, the employee may commence participationhfat year by filing a deferral election within 30ydaof employment. Each eligib

employee must file a new deferral election for eehir with respect to which he or she desires terdeceipt of a portion of a bonus.

A participant may elect to defer receipt of noslésan 25%, nor more than 50%, of his or her bgaysble with respect to each year of
participation. Shares of Voting Common Stock hgwrvalue equal to the portion of the bonus defelbyea participant will be allocated to an
annual deferral account (the “Annual Deferral Aatd)established by us for the year of deferrah tBe same day that the shares of common
stock attributable to a deferred bonus are allataiehe Annual Deferral Account, a matching amamial to an identical number of shares of
common stock shall be allocated to the Annual Dafékccount. The Annual Deferral Account shallibereased by that number of shares of
common stock having a value equal to the amouangfcash dividend payable with respect to the nurobshares of common stock allocated
to the Annual Deferral Account. The BRRP is a folarased plan that does not provide for a maximumber of shares to be issued, but it is
limited by the amount of the cash bonuses awardadally to those persons selected to participate.

In the event a participant files a deferral elettmd subsequently terminates as an employeetprtbe date bonuses are paid, if (&) he or <

entitled to a bonus notwithstanding termination émdhe termination of employment is related tatte disability, or is involuntary or related
to a change in control, then the bonus and théebimatching amount shall be distributed to théviddal or his or her beneficiary in cash or
invested and so distributed in common stock, atbepensation Committee’s election, within 60 d@j®wing the date that year’s bonuses
are paid.

A participant becomes 100% vested in an Annual Dafé.ccount on the fifth anniversary date of thiial funding of the account, provided
he or she remains continuously employed by us fledate of funding to the anniversary date. Vigsis accelerated in the vent of
involuntary termination other than for cause, estient at or after age 65, death, termination onwrdcof disability, or a change in control of
the Company.

Stock Option Grants in Connection with Recent Tranactions

In connection with recent private placement offgsimf our stock, on each of January 31, Februaryé@ruary 28, March 7 and Septembet
2011 we granted 7-year nonqualified stock optionmémbers of our senior management team under0dr 3tock Option Plan for shares up
to 15% of the offered shares, which is 1,178,4&8ehin the aggregate. Also, in connection withreaent acquisition of Berkshire Bancorp,
on September 17, 2011, we granted 7-year noncealifiock options to members of our senior manageteam for an aggregate of 93,599
shares of our common stock, which currently coai$t31,200 shares of our Voting Common Stock é8® shares of our Class B Non-
Voting Common Stock, which is 15% of the sharegdsisin the acquisition. Of the total 15% for eaglard, 10% were granted to Mr. Sidhu
and 1.5% were granted to each of Messrs. Ehst amglgBr pursuant to the terms of their employment@gents, with the remaining 2% be
granted to other employees (including Messrs. HedldkTaylor).

As long as an individual to whom these optionsgrested remains an employee or director of ousspttions will vest 5 years from the date
of grant, subject to earlier vesting upon a changmntrol of us or a termination without causehe executive’s employment (but not, in the
case of employees other than Mr. Sidhu, Mr. EhdtMin Brugger, termination of employment upon vaany resignation). In the case of Mr.
Sidhu, Mr. Ehst and Mr. Brugger, the options wilst upon his resignation for “Good Reason” in agance with the provisions of his
employment agreement but not upon any other votymesignation. Even if vested, an award may mo¢xercised unless and until, at any
time during the option life, the value of our Va@i@ommon Stock appreciates by 50% above the vdltleed/oting Common Stock at the tir
the option was granted.

2012 Restricted Stock Rewards Program

Due to our significant growth and evolution as akbsince 2009, including raising more than $100iamilin equity, increasing assets to over
$2 billion and significantly increasing our equiigise, in February 2012 the Compensation Commigiemmmended and the board of directors
approved a restricted stock reward program thatigea for the grant of restricted stock units totaia directors and senior executives of
Customers Bancorp and Customers Bank. Pursudmé forogram, restricted stock units for 185,198 ehaf our Voting Common Stock and
211,641 shares of our Class B Non-Voting CommorrlSteere granted on February 16, 2012 pursuantt@@®4 Plan. Of this amount, our
named executive officers received restricted stotts for 126,988 shares of Voting Common Stock 2ht],641 shares of Class B Non-Voting
Common Stock in the aggregate and our non-empldiyeetors received 15,876 shares of Voting CommtoglSin the aggregate. One
requirement for vesting is that the recipient @& thstricted stock units remains an employee ectbr of ours, through December 31, 2016,
subject to earlier vesting upon a change in comtfols resulting in any one shareholder owning ntbam 24.9% of the outstanding stock



Customers Bancorp. The second vesting requirenoegiaich award (both must be met to vest) is theWvoting Common Stock trades at a
price greater than $18.90 per share (adjustednfpstock splits or stock dividends) for at leasiohsecutive trading days during the five year

period ending December 31, 2016. If the restristedk units vest, the recipient will receive slsas&our common stock on December 31,
2016.
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Officer Employment Agreements

On June 17, 2009, we entered into a three-yearamant agreement with Jay Sidhu as Chairman and @Eistomers Bank. Under the
terms of the agreement Mr. Sidhu will receive aimiim base salary of $225,000 per year plus a pedoce-based incentive bonus and a car
allowance of $1,000 per month. As of each one geaiversary of June 17, 2009, the term of theeagemt is to extend another year unless
Mr. Sidhu or we give notice to the contrary. Midi1 will also be entitled to cash or equity indeatcompensation up to the amount of his
base salary under an executive incentive plan tplpeoved by the board of directors. Mr. Sidhutgppoyment agreement also provides that,
for every issuance of shares made by us in cororeatith an acquisition or a raise of capital, westgrant to Mr. Sidhu options or warrants to
purchase up to 10% of the shares issued in sughrise. Our board of directors and Mr. Sidhu intérad future equity compensation plans
provide for grants to management will be submiftedshareholder approval. Our board of directord Blr. Sidhu also intend that, to the
extent of future capital raises up to $200 millitre 2004 Plan or the Stock Option Plan, or batlsheas more fully described above in this
Form 10-K, will be used to fulfill the provisiong Mr. Sidhu’s employment agreement requiring ugssue to Mr. Sidhu options or warrants to
acquire up to 10% of the shares issued in conrneetith acquisitions or raises of capital.

Under the employment agreement, we also agreedtidtoard of directors will develop and implemamonqualified retirement income plan
designed to provide Mr. Sidhu with a retirementéféntargeted at $200,000 per year (dependingesfopmance of the investments in the
informal funding vehicle) for 15 years commencinmpn his retirement at or after age 65, subjecigahility to qualify for a variable life
insurance policy to be owned by us to fund the plahe board of directors is to review the plathatend of the fourth year of his employment
and determine whether it is appropriate to incrélsaarget benefit amount in light of his compeioseat that time. Under the employment
agreement, Mr. Sidhu was to become vested in ¢iiiement benefit after seven years of continuengice with us, or upon his termination of
employment under circumstances that would reswduinobligation to pay him severance compensatiditimately, the plan (which was
developed and approved by the board of directoms)ighed for funding towards a target benefit of 88O per year, and for immediate ves
upon the effective date of the plan. See discassidhe “Supplemental Executive Retirement PlanCbairman and Chief Executive Officer”
on page 143 of this Form 10-K.

As of February 17, 2011, we also entered into egtlyear employment agreement with Mr. Ehst, arvdoayear employment agreement with
Mr. Brugger, each of which replaced previous empiegt agreements that Messrs. Ehst and Bruggereeitgo with us on April 12,

2010. As of each one year anniversary of Febri@r2011, the term of the agreement is to extethan year unless the executive or we give
notice to the contrary. Under the terms of thege@ments, Messrs. Ehst and Brugger will receivérmim base salaries, plus incentive
compensation in cash or equity or both and in suchunts as determined by the board of directoasdtordance with incentive programs
developed for them. Each of Messrs. Ehst and Brigg@mployment agreements provide that, for eisgyance of shares made by us in
connection with an acquisition or a raise of capitee must grant to such individual options to fase up to 1.5% of the same type of security
as was issued in such issuance.

In February 2012, the Compensation Committee oBiterd of Directors recommended, and the Boardaygat certain amendments to the
employment agreements of Messrs. Sidhu, Ehst anddér with regard to their options to purchaseragrgage of the shares issued in
connection with an acquisition or capital raisdowever, these amendments are subject to obtaghiageholder approval of a new plan or an
amendment to the 2010 Stock Option Plan or the 2084 to issue these awards. Under the amendiveydnd a threshold of $400 million
equity raised the amendment would reduce the ptrges used to calculate the number of sharesdapition to purchase and also remove
vesting requirement of achieving an appreciationalue of 50%. In particular, for total equityussl by us since 2009 of up to $400 million
(whether pursuant to an acquisition or capitalepibe terms of the options would remain the sasnauarently in effect, but from (i) $401
million to $749 million of equity the percentages Messrs. Sidhu, Ehst and Brugger would decreager®o, 1% and 1%, respectively, and
$750 million of equity and above the percentagedMessrs. Sidhu, Ehst and Brugger would decrea8etfh, 0.5% and 0.5%, respectively.
of February 29, 2012, approximately $115 millioregliity has been issued since 2009 pursuant tasdibojs or capital raises.

Each of Messrs. Sidhu, Ehst and Brugger will béledtto severance compensation under the agreeifrtenterminates his employment for
“Good Reason” (as defined in their respective eymlent agreements), if his employment is terminéteds other than for “Cause” (as
defined in their respective employment agreemeahishg the employment term or on expiration of émeployment term. If a “Change in
Control” (as defined in their respective employmagiteements) has not occurred within twelve mobé#isre termination of employment,
then: (1) he will receive the sum of his then eatrbase salary plus the average of his last fleaes’ annual cash bonuses, for the greater of
(a) one year in the case of Mr. Sidhu and two yestise cases of Messrs. Ehst and Brugger, ohéperiod of time remaining in his
employment term, generally payable in equal instafits on his normal pay dates, subject to normadeauctions and withholding; (2) any
unvested equity awards he has received will ve&tlin(3) he will be entitled to an allocable ftan of any cash bonus that would have been
payable to him for the current year had he rema@megloyed through the date of payment; and (4) Wlecantinue to provide health insurance
(including dental if applicable) and any life osdbility insurance benefits (“health benefits”) the shorter of the period on which his cash
severance compensation is measured or the maxiretindpve are then permitted to extend his benefiten the applicable plan or policy or
applicable law. If a Change in Control shall haceurred within twelve months before terminatiorhif employment, then: (1) he will
receive cash equal to three times the sum of kis tlurrent base salary plus the average of hisaheagh bonuses for the immediately
preceding three years, payable in a lump sum;r(2uavested equity awards he has received will ivefstll; (3) he will be entitled to an
allocable fraction of any cash bonus that wouldehlagen payable to him for the current year hacchwmed employed through the date of
payment; (4) we shall continue to provide healthdfigs for the shorter of three years or the maxmperiod we are then permitted to extend
his benefit under the applicable plan or policyapplicable law; and (5) if applicable, reimburset&frany “parachute payment” excise tax
under Section 4999 of the Code, grossed up todecany additional taxes payable on that benefit.
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR END TABLE (1)

The following table sets forth information on oarstling warrants and options awards and stock awesldsby the named executive officers at
December 31, 2011, including the number of shaneleilying each stock option and warrant, the eserprice and the expiration date of each
outstanding option and warrant, and the numbehafes and market value of stock awards.

Option Awards Stock Awards
Number of Number of
Securities Securities
Underlying Underlying Market value
Unexercised  Unexercised Warrant or Number of of shares or
Warrants or Warrants or Option Warrant or shares or units of units of stock
Options Options Exercise Option stock that have that have not
#) #) Price Expiration not vested vested
Name & Principal Position Exercisable  Unexercisable %) Date (#) (#)(15)
Jay S. Sidhi 195,596 (2 - 10.50 6/30/201t - -
Chairman & CEC 21,891 (2 - 10.50 9/30/201¢ - -
60,632 (2 - 10.50 11/13/2011 - -
- 448,75(3) 9.75 4/6/201" - -
- 11,66¢(4) 10.50 7/14/201° - -
- 74,42((5) 12.00 12/28/201 - -
- 76,45¢(6) 12.00 1/31/201¢ - -
- 33,51¢7) 12.00 2/28/201 - -
- 26,83((8) 12.00 3/7/201¢ - -
- 62,3949) 13.20 9/17/201 - -
- 98,4810) 13.20 9/30/201 - -
- - - - 23,809(11) 299,99:
Richard A. Ehs - 67,313(3) 9.75 4/6/201° - -
President & CO( - 1,75((4) 10.50 7/14/201° - -
- 11,16%5) 12.00 12/28/201 - -
- 11,466) 12.00 1/31/201¢ - -
- 5,02%(7) 12.00 2/28/201¢ - -
- 4,02¢8) 12.00 3/7/201¢
- 9,36((9) 13.20 9/17/201!
- 14,77%10) 13.20 9/30/201
- - - - 4,464(11) 56,24¢
Thomas R. Brugge - 67,31(3) 9.75 4/6/201° - -
EVP & Chief Financial Office - 1,75((4) 10.50 7/14/201° - -
- 11,16%5) 12.00 12/28/201 - -
- 11,466) 12.00 1/31/201¢ - -
- 5,02%(7) 12.00 2/28/201! - -
- 4,02¢8) 12.00 3/7/201¢ - -
- 9,36((9) 13.20 9/17/201! - -
- 14,7710) 13.20 9/30/201
- - - - 8,928(11) 112,49:
Warren Taylol - 16,66¢(3) 9.75 4/6/201° - -
President and Director - 16,66€(12) 12.00 2/17/201¢ - -
Community Banking - - - - 5,952(11) 74,99¢
Glenn A. Hedde - 3,33%3) 9.75 4/6/201"
President of Customers Ba - 8,33:(12) 12.00 2/17/201¢
Mortgage Warehouse Lendi - - - - 24,479(13) 308,43¢
- - - - 17,396(11) 219,19(
- - - - 32,150(14, 405,09(
Q) Except as otherwise noted in a footnote, all awestide to shares of Voting Common Stock. Inclu@2§99 restricted stock un

held by the named executive officers that were de@ion February 16, 2012 in lieu of a cash bonu20&1. See footnote 1 to the
“Grants of Plan-Based Awards” table above. Exciu8i®8,624 restricted stock units held by the naexadutive officers that were
awarded on February 16, 2012 pursuant to a resdrigtbck reward program. See “2012 Restrictedk3Reavards Program” above for
more details on these awar
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(@)

3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

(11)

(12)

(13)
(14)

(15)

Represents immediately exercisable warrants tohagee our Voting Common Stock granted to Mr. Sighadnnection with a
agreement between Customers Bancorp and Mr. Sadatirg to the 2009 private offering

This stock option vests on the fifth anniversaryhaf date of grant (April 6, 2015), subject to adition that the value of our Votir
Common Stock increase by 50% during the life ofdpon and subject to accelerated vesting in sediacumstances

This stock option vests on the fifth anniveysaf the date of grant (July 14, 2015), subjec wondition that the value of our Voting
Common Stock increase by 50% during the life ofdpon and subject to accelerated vesting in sediacumstances

This stock option vests on the fifth anniveysaf the date of grant (December 28, 2015), sulifea condition that the value of our
Voting Common Stock increase by 50% during thedif¢he option and subject to accelerated vestingeitain circumstance

This stock option vests on the fifth anniveysaf the date of grant (January 31, 2016), sulijeet condition that the value of our
Voting Common Stock increase by 50% during thedif¢he option and subject to accelerated vestingertain circumstances. See
“Stock Option Grants in Connection with Recent Bactions” and “Officer Employment Agreemen&iove for more details on the
awards

This stock option vests on the fifth anniversaryhef date of grant (February 28, 2016), subjeet ¢condition that the value of o
Voting Common Stock increase by 50% during thedif¢he option and subject to accelerated vestinzeitain circumstances. See
“Stock Option Grants in Connection with Recent Bagtions” and “Officer Employment Agreemengédjove for more details on the
awards

This stock option vests on the fifth anniversaryhef date of grant (March 7, 2016), subject tord@toon that the value of our Votir
Common Stock increase by 50% during the life ofdpon and subject to accelerated vesting in sediacumstances. See “Stock
Option Grants in Connection with Recent Transasti@nd “Officer Employment Agreements” above formmdetails on these
awards

This stock option vests on the fifth anniversaryhaf date of grant (September 17, 2016), subjegtdondition that the value of o
Voting Common Stock increase by 50% during thedif¢he option and subject to accelerated vestingertain circumstances. While
this option entitled Mr. Sidhu to purchase 62,3B8rss of Voting Common Stock, his option was cdadedn March 6, 2012 and a
new option to purchase the same number of shar€es B Non-Voting Common Stock upon the sameddintluding the same
exercise price and expiration date) was issued: cHmcellation and grant were done to correct adviartent mistake of originally
issuing these as options to buy shares of Votingn@on Stock

This stock option vests on the fifth anniaysof the date of grant (September 30, 2016),esutdp a condition that the value of our
Voting Common Stock increase by 50% during thedif¢he option and subject to accelerated vestingertain circumstances. See
“Stock Option Grants in Connection with Recent Bactions” and “Officer Employment Agreement&low for more details on the
awards. While this option entitled Mr. Sidhu taghase 98,485 shares of Voting Common Stock, hHisomvas cancelled on March
6, 2012 and a new option to purchase the same rmuhkbares of Class B Non-Voting Common Stock ughensame terms
(including the same exercise price and expiratiate)dwas issued. The cancellation and grant weme ¢b correct an inadvertent
mistake of originally issuing these as optionsuy bhares of Voting Common Stor

The restricted stock units vest on the fifth anrseey of their grant date (February 16, 20:

This stock option vests on the fifth anniversaryhef date of grant (February 17, 2016), subjeet ¢ondition that the value of o
Voting Common Stock increase by 50% during thedif¢he option and subject to accelerated vestingertain circumstances. See
“Stock Option Grants in Connection with Recent Taation!” above for more details on these awa

The restricted stock units vest on the third amsiagy of their grant date (February 17, 20:

The restricted stock units vest on the third amsiagy of their grant date (February 16, 20:

Market value was determined using the tangible combook value ($12.60 per share) as of Decembe2(Bi1.

139




The following Nonqualified Deferred Compensatiohléasummarizes activity during 2011 and the accbafdnce as of December 31, 2011
our non-qualified defined contribution plans thedyde for the deferral of compensation.

NONQUALIFIED DEFERRED COMPENSATION

Name Executive Registrant Aggregate Aggregate Aggregate
Contributions in Contributions Earnings Withdrawals/ Balance
Last FY in Last FY in Last FY Distributions at Last FY
$) $) $) %) %)
Jay S. Sidhu (1 - - 103,322 - 2,485,492

1) Represents the supplemental executive retineplan (“SERP”) for Mr. Sidhu. As a result okthcquisition of USA Bank on July 9,
2010, Mr. Sidhu’s SERP became effective and Mrh&iid entitled to receive the balance of the SE&®ant payable over 15 years
commencing upon the later of his separation fromaice or his 65th birthday. If Mr. Sidhu dies prior his payment commencement
date, his beneficiary receives a lump sum paymgmaleo $3,000,000. If Mr. Sidhu dies after reagh@ige 65, his beneficiary receives
the remainder of his scheduled retirement bendfiGustomers Bank terminates Mr. Sidhu’s employtrfencause, he forfeits the
benefits provided under the SERP. See “SupplerhEreutive Retirement Plan for Chairman and CEeécutive Officer” below
for more details on Mr. Sidl's SERP

Potential Payments upon Termination or Change in Cotrol

The tables below show the value of estimated paysrmursuant to the employment agreements, equatyspgind other plans described above
upon a termination of employment, including grogspayments for any excise tax on the parachutmpats upon a change of control, for €
of Messrs. Sidhu, Ehst and Brugger. All termioatévents are assumed to occur on December 31, ZB&lpayments represent the maxin
possible payments under interpretations and assomspinost favorable to the executive officer, imlihg assuming that the salary increases
awarded in February 2012 were effective as of Déegril, 2011. The amounts shown in the tablesdecistimates of amounts that woulc
paid to the executive upon the occurrence of tleeifipd event. The actual amounts to be paid tomdmed executive officers can only be
determined at the time of their termination and rbaynore or less than the amounts contained itatfles and the various agreements and
plans. See “Officer Employment Agreements” abawenfiore details.

Jay S. Sidh

Assuming one of the following events had occurradecember 31, 2011, Mr. Sidhu’s payments and lisriedd an estimated value as
follows:

Termination Without Cause or Termination in Connection with Change in Control

Good Reason(€ (6) Death
Base Salary(1 $1,230,00( $1,500,00( $-
Bonus(2) 609,877 914,816 -
Value of Health and Welfare Benefits 43,262 52,757 -
Death Benefit (4 - - 3,000,00C
Tax Gross Up(5 - - -
TOTAL $1,883,13¢ $2,467,57: $3,000,00(

Richard A. Ehs

Assuming one of the following events had occurredecember 31, 2011, Mr. Ehspayments and benefits had an estimated valudlaw$:

Termination Without Cause or Termination in Connection with Change in Control

Good Reason(¢€ (6) Death
Base Salary(1 $681,60C $960,00C $-
Bonus(2) 199,380 280,817 -
Value of Health and Welfare Benefits 26,947 37,953 -
Death Benefit(4 - - 500,000
Tax Gross Up(5 - 533,068 -
TOTAL $907,927 $1,811,83¢ $500,00C
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Thomas R. Brugger

Assuming one of the following events had occurredecember 31, 2011, Mr. Brugger’s payments anefitsrhad an estimated value as
follows:

Termination Without Cause or Termination in Connection with Change in Control

Good Reason(€ (6) Death

Base Salary(1 $600,00C $900,00C $-
Bonus(2) 151,390 227,085 -
Value of Health and Welfare Benefits 19,454 29,181 -
Death Benefit(4 - - 200,000
Tax Gross Up(5 - 453,682 -
TOTAL $770,844 $1,609,94¢ $200,00C
(1) Represents continuation of salary paymentshi@ipayout period provided under each named eixecofficer's applicable

employment agreemer
(2) Represents payment of an amount represeritengterage of the executive’s cash bonuses famhédiscal years preceding the fiscal

year of termination (2010 and 2009) over the payeauiod provided under each named executive o’s applicable employment
agreement. Reflects no bonus for 2011 becausasthened termination date was December 31, 20lUmassno discretionary
bonuses would be awarded in the first quarter @2X0r 2011 performance of the former employ

(3) Represents payment of premiums for continwesdth and other welfare benefit insurance ovept@ut period provided under each
named executive offic’s applicable employment agreeme

4 In Mr. Sidhu’s case, represents an uninsuesdtdbenefit payable under his Supplemental ExezRetirement Plan. In the cases of
Mr. Ehst and Mr. Brugger, represents the proceédsonp term life insurance, the premiums for whick paid by us

(5) Represents estimated cash payment to reimbhesexecutives for their “golden parachute” ext#seliability under Section 4999 of
the Internal Revenue Code of 1986 attributableatgngents contingent upon a change in control, plagegular taxes and additional
excise tax on the reimbursement. The calculatfdhereimbursement assumes that each execut&lsrharginal rate of Federal,
State and Local taxes is 40%. Mr. Sidhu wouldreotive any reimbursement because the amounts Ipagealiim in connection with
a change in control are not sufficient to trigdex golden parachute excise tax in his c

(6) While the employment agreements of these namediéixefficers provide for the tin-based vesting requirements of eg-basec
awards to be met upon these terminations, no amm@uatshown as these awards also require a 50&asein the value of the
common stock which did not occur as of the assuraedination date of December 31, 20

The other two named executive officers, Messrs.ddeahd Taylor, do not have an employment agreemiémius providing for compensation
in connection with severance or a change of contddwever, under the terms of certain plans anardvagreements, the vesting of certain
outstanding restricted stock units held by Glenidadde, President of Customers Bank Warehouse hgndill accelerate as described in this
paragraph below. Mr. Hedde was awarded 24,47€ictest stock units in February 2011. These rasmictock units will vest on the third
anniversary of the date of the award, but the mgst accelerated in the event of death, disabilityg change in control. The value of these
restricted stock units is $308,453.40, which issldlasn a fair market value of $12.60 per shard @&oember 31, 2011. As also noted in
footnote 2 to the tables above, this disclosurévfessrs. Hedde and Taylor also assumes no bon@€1dr (and accordingly no shares issued
pursuant to BRRP) because the assumed terminaitenxhs December 31, 2011.

Compensation Committee Interlocks and Insider Parttipation

Except for the relationships of Mr. Zuckerman dibd below, none of the members of our Compens&iommittee had any relationship
requiring disclosure pursuant to Item 404 of RefjoeS-K under the Securities Act nor any otheeiilicking relationships as defined by the
SEC. For the year ended December 31, 2011, Cusiddaek paid, for advertising and marketing serji@pproximately $295,339 to Clipper
Magazine and its division, Spencer Advertising Mairkg. Additionally, for the year ended Decembgr 2011, Customers Bank paid, for
promotional items, approximately $48,486 to JaxRoomotions, Inc. Steven Zuckerman, a director ugt@mers Bancorp is the President and
Chief Executive Officer of Clipper Magazine, anilife of Gannett Co., Inc., and holds 25% of th&ued and outstanding capital stock of
Jaxxon Promotions, Inc.

Risk Assessment of Compensation Policies and Pramds

Our management team, with the assistance of corapensonsultant Vistra Partners, LLC, conductecdssessment of the risks related to or
arising from our compensation policies and prastiddhe Compensation Committee reviewed and disdubserisk assessment with
management and Vistra Partners. Based on thissiesat, the Compensation Committee determinedthatisks arising from our
compensation policies and practices for our emmsyse not reasonably likely to have a materiabesdreffect on the Compar
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DIRECTOR COMPENSATION
DIRECTOR COMPENSATION TABLE (1)

We have compensated our directors for their seswace expect to continue this practice. Infornmateating to the compensation of our non-
employee directors during 2011 is set forth below.

Name & Principal Fees Earned or Paid ir

Position Cash Stock Awards(2) Total

Daniel K. Rotherme $18,000 $6,000 $24,00C

T. Lawrence Wa $18,000 $6,000 $24,00C

Steven J. Zuckerme $18,000 $6,000 $24,00C

John R. Miller $18,00C $6,000 $24,00C

Bhanu Choudhrie (1 $18,000 $6,000 $24,00C

Kenneth Mumma (1 $18,00C $6,000 $24,000

@ Except as noted below for Messrs. Choudrielnthma, represents compensation to the directorthér service to Customers Bank

prior to the Reorganization and for their servite&€ustomers Bancorp after the Reorganization. skde€houdrie and Mumma only
served as directors of Customers Bank for 201 InatcCustomers Bancorp; represents disclosure opeosation for all of 2011 for
Messrs. Choudrie and Mumma from Customers B

(2) Represents the grant date fair value, as lzdtmliin accordance with FASB ASC Topic 718, ofreBadf Voting Common Stock
granted to each board member worth $500 per maghdupon the tangible common book value as ddrideof the preceding
month. While all directors are entitled to recei#8 shares for 2011 under our 2004 Plan, theseshave not been issued by the
Company yet but are expected to be issued in ttensequarter of 2012 . The grant date fair valuelleen determined based on the
assumptions and methodologies set forth in our 2iddkhcial statements included herein (Not-Stock Based Compensation Plai

In 2011, each non-employee director received $1iB@ash for each month he served as a directdraaraward of Voting Common Stock
equal to $500, calculated based on the tangibleraambook value of such shares on the date of giratite event the stock becomes listed on
a national securities exchange, award will be dated based on the closing trading price as regdryesuch exchange on the date of grant). In
the event an individual ceases to be a memberdbdlard of directors other than on the last day gifzen month, the individual will be entitl

to his monthly director fee only if he has attendedeeting of the board of directors in that month.

For 2012, compensation for non-employee directas amended to provide a cash fee of $20,000 perwhih is payable quarterly. In
addition, each non-employee director will also reed ,588 shares of our Voting Common Stock petuannnder the 2004 Plan, payable
quarterly. Commencing for 2013, each director mlap make an annual election prior to the beginofngach year to have all of their director
fees paid in Voting Common Stock, in which evemytlwould receive 3,176 shares per year. Also @dr22 the following directors will recei\
an annual award of restricted stock.

» 1,000 shares for the Chairman of each of the AQdihmittee and the Compensation Commit

« 2,000 shares for the Chairman of the Nominating @wiporate Governance Committee who shall also Hm
Lead Independent Directc

« 500 shares for the Audit Committee Financial Expert

Each of the non-employee directors received anawhrestricted stock units for 2,646 shares ofiMpCommon Stock in February 2012 as
described in “2012 Restricted Stock Rewards Proyedave.

EMPLOYEE BENEFITS

We provide health, life, vision and dental insumaie the named executive officers on terms sinddldahose provided to other employees
generally. See “Employee Benefits - Insurancebtel We also provide car allowances to each of ke&hst and Brugger, and we provide
Mr. Sidhu with an automobile which he primarily ader business purposes.

401(k) Retirement Savings and Profit Sharing Plan
Customers Bank has a 401(Kk) profit sharing planrelneeligible employees may contribute up to 15%heir salary to such plan. Customers

Bank provides a matching contribution equal to 5tf%he first 6% of the contribution made by the émype. Employer contributions for the
year ended December 31, 2011 were approximatelg,$20.
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Insurance

All eligible full-time employees of Customers Baate covered as a group by basic hospitalizatiojgmmaedical, long-term disability, term
life and prescription drug plans. Customers Baaspthe total cost of such plans for employees thighexception of the major medical and
prescription drug plan, in which cost sharing anepayments are required by the employees.

Supplemental Executive Retirement Plan for Chairmarand Chief Executive Officer

Pursuant to Mr. Sidhu’s employment agreement, we lestablished a supplemental executive retiremlant(“SERP”) for Mr. Sidhu. As a
result of our acquisition of USA Bank on July 91P0the SERP became effective and the present véline payments was recorded in the
third quarter of 2010.

The SERP is a deferred compensation plan wherelyreated a reserve account on our books for MhBiduring the third quarter of 2010,
we credited an amount to this account that wascserfit to create a hypothetical fund that wouldvide payments of $300,000 per year for
fifteen years commencing on Mr. Sidhu’s sixty-fifirthday, assuming a rate of return of 7% per yeampounded annually. Additionally, we
will credit the account with any gains or lossedf age had deposited the amounts in certain investrfunds selected by Mr. Sidhu. Mr.
Sidhu’s is now fully vested in the SERP.

Mr. Sidhu’s entire interest in the account willfgid to him in fifteen annual installments gengratbon the later of (a) his separation from
service with us, or (b) his sixty-fifth birthdayAny portion of Mr. Sidhu’s interest in the accouetaining upon his death will be paid to his
beneficiary in a single lump sum.

In the event of Mr. Sidhu’s death prior to the tat&(a) his separation from service with us, ori{ts sixty-fifth birthday, $3.0 million will be
paid to his beneficiary in a single lump sum il the installment payments described above.

These obligations under the SERP will be genersécuared obligations by us to pay money in the &twir. Sidhu will have no rights to any
assets or investments held by us to meet our dldigaunder the SERP, except as a general crexfitos.
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Iltem 12. Security Ownership of Certain BeneficialDwners and Management and Related Shareholder Matte

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regamli@ustomers Bancorp as of February 29, 2012, wipect to the beneficial ownership of
each director, each beneficial owner known to usiofe than five percent (5%) of the outstandingidpCommon Stock, the named executive
officers and all directors and executive officessaagroup.

Beneficial Ownership

Percent of
Percent of Class of
Class of Class B Class B
Voting Voting Non-Voting Non-Voting
Name and Address Common Common Common Common
Of Stock(1)(2)(4) Stock(2) Stock(1)(2) Stock(2)
Beneficial Owner (3)

Directors and Officers

Daniel K. Rotherme 19,79¢ &

T. Lawrence Wa 137,31¢ 1.61%

Steven J. Zuckerme 205,65’ 2.42%

John R. Miller 9,177 *

Jay S. Sidhi 516,69: 5.88% 20,83: &
Richard A. Ehs 1,66¢ *

Thomas R. Brugge 16,66¢ *

Warren Taylol 25,00( *

Glenn Hedde 21,20¢ &

All directors and 953,184 10.84% 20,83: *
executive officers as a

group (9 persons

Greater than 5%
Shareholders

Bhanu Choudhrie (& 721,06: 8.45% 139,63: 4.91%
Rodella Assets Inc. (¢

50 Raffles Plac

Singapore 567,72¢ 6.65% 102,48¢ 3.60%
Amberland Properties

LLC (7)

54/58 Athold Street 567,72¢ 6.65% 102,48 3.60%
Douglas, Isle of Man

UK

Commerce Stre¢

Financial Partners, LP

(8)

1700 Pacific Ave

Dallas, TX 7521(

New York, NY 1006t 600,56¢ 7.04% 169,42¢ 5.96%

*Less than 1%

Q) Based on information furnished by the respedidividual and our share records. Shares amdd to be beneficially owned by a
person if he or she directly or indirectly has lbares the power to vote or dispose of the sharesthe&r or not he or she has any
economic interest in the shares. Unless othenndieated, the named beneficial owner has solengaind dispositive power with
respect to the share

2 Beneficial ownership for each listed person asedfrbary 29, 2012 includes shares issuable pursoiavdrrants to purchase stock
pursuant to options to purchase stock held by pecson which are exercisable within 60 days afedrérary 29, 2012. Shares subject
to warrants or options exercisable within 60 dayBebruary 29, 2012 are deemed outstanding forqaep of computing the
percentage of the person or group holding suctoobpti warrants, but are not deemed outstandingdgroses of computing tt



percentage of any other person or grc
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3) Unless otherwise indicated, the address foh é&neficial owner is c/o Customers Bancorp, 1Bésn Ave., Wyomissing,
Pennsylvania 1961!

4) Includes shares issuable upon the exercise of mtaria the following amounts: Mr. Choudh—32,377; Mr. Way- 2,270; Mr.
Zuckermar- 6,195; Mr. Sidhi—278,119; Rodella Assets, Ir— 32,377, Commerce Street Financial Part—23,918.

(5) Mr. Choudhrie has an indirect beneficial ownershiprest in these securities through his compaewisberg LLC.

(6) Sumant Kapur may be deemed to have voting and sitsgpower over the securities owned by Rodeladis Inc

@) Thomas P. Cherian may be deemed to have votingliapdsitive power over the securities owned by Artavel Properties LLC

(8) 440,094 shares of Voting Common Stock and 169,428es of Class B N«-Voting Common Stock is held by Commerce St
Financial Partners, LP, 54,103 shares of Voting @om Stock is held by Service Equity Partners, ItPaffiliate of Commerce Street
Financial Partners, LP, 82,453 shares of Voting @om Stock is held by Service Equity Partners (QP),an affiliate of Commerce
Street Financial Partners, LP, and 23,918 shar¥stiig Common Stock underlying warrants is helddgymmerce Street Financial
Partners, LP. Dorey Wiley, Manager of Commerce&tFinancial Partners, GP, LLC may be deemedave koting and dispositive
power over the securities owned by Commerce SGapttal.

EQUITY COMPENSATION PLANS

The following table provides certain summary infation as of December 31, 2011 concerning our cosgiem plans (including
individual compensation arrangements) under whitgress of our common stock may be issued.

Number Of Securities Remaining
Available For Future Issuance

Number Of Securities To Be Under Equity Compensation
Issued Upon Exercise Of  Weighted-Average Exercise Prict  Plans (Excluding Securities
Outstanding Options, Warrants Of Outstanding Options, Reflected In The First Column)
Plan Category And Rights(#) Warrants And Rights($) (#)
Equity Compensation Plai
Approved By Security Holders (. 1,131,832 (1 $10.98 (2] 2,743,715 (3)(4
Equity Compensation Plans N
Approved By Security Holdel N/A N/A N/A

(1) Includes shares of our common stock that may heispon the exercise of awards granted underd®4 Rlan, the 2010 Stock Opti
Plan and the BRRP. Excludes shares issued in @0de&r these plan

(2) Calculation does not include restricted stock uftitavhich there exists no exercise pri

(3) Includes shares of our common stock underlying dsvtrat are authorized under the 2004 Plan andh@ Stock Optiol
Plan. However, due to the limitation of only issgil5% of any stock issuances by us under the 30d¢k Option Plan, only 88,870
shares can be issued as of December 31, 2011 thad2010 Stock Option Plan (instead of the 2,248 sHares included in the table
above which is based on the maximum authorizatiatetuthe 2010 Stock Option Plan). See “Executiem@ensation — Amended and
Restated 2010 Stock Option F” above for more details on this 15% limitatis

(4) This amount does not include securities availabidifture issuance under the BRRP as there is ecifspnumber of shares reserv
under this plan. By its terms, the award of retd stock units is limited by the amount of thelthonuses paid to the participants in
the BRRP. See the description of the BRRP in ltdnabove under the headi“Bonus Recognition and Retention Progt”
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Item 13. Certain Relationships and Related Transaans, and Director Independence
Director Independence

Of the directors of Customers Bancorp who haveesksince January 1, 2011, each of Messrs. Milleth&mel, Way and Zuckerman (who
remain as current directors of Customers Bancarppnsidered independent, as independence for boambers is defined under Nasdaq
Rules. Bhanu Choudrie, a director of CustomerscBgmin 2011 until September 14, 2011, was alsongekindependent. For the period in
2011 prior to the Reorganization, each of the fellg directors of Customers Bank were also considéndependent under Nasdaq Rules:
Bhanu Choudrie, Daniel Rothermel, T. Lawrence Watgven Zuckerman and John R. Miller. Jay Sidhoh&id Ehst and Kenneth Mumma
also served as directors of Customers Bank in 20ibt to the Reorganization but were not considénedependent. In determining these
directors met the definition of an independentdaiive the board of directors considered routinekbantransactions between Customers Bank
or its affiliates and certain of the directors,itHamily members and businesses with whom theyaassciated, such as loans, deposit accounts
routine purchases of insurance or securities begjeproducts, any overdrafts that may have occumetkposit accounts, any contributions
made to non-profit organizations with whom anytaf tlirectors are associated, and any transactiahgte discussed under “Transactions
With Related Parties” below. In addition, when det@ing Mr. Zuckerman'’s independence, the boardsiered and deemed immaterial
certain advertising arrangements we have with @lipjpagazine and its affiliates, for which Mr. Zuckean is the Chief Executive Officer.
“Transactions With Related Parties” below for mdetail on these relationships.

Information about Board Committees

The table below highlights the current membersbimgosition of our directors on our board committiEesCustomers Bancorp:

Name Executive Audit Compensation Nominating and Corporate Governance
Daniel Rotherme X X X X*
Jay Sidht X
T. Lawrence Wa) X X* X
Steven Zuckerma X* X
John R. Miller X X

* Committee Chair

In addition, for the period in 2011 prior to thedRganization, Bhanu Choudhrie served as a memheaCustomers Bank Audit Committee
and Compensation Committee, Kenneth Mumma servadasmber of the Customers Bank Executive CommiReaiel Rothermel served as
a member of the Customers Bank Executive Committadit Committee, Compensation Committee and Notmgeand Corporate
Governance Committee, John R. Miller served as b of the Customers Bank Audit Committee and Natimg and Corporate
Governance Committee, Jay Sidhu served as a meshbex Customers Bank Executive Committee, T. LawweeWay served as a member of
the Customers Bank Executive Committee, Audit Cottamiand Nominating and Corporate Governance Caeerdind Steven Zuckerman
served as a member of the Customers Bank Compeng2dmmittee and Nominating and Corporate Govem&uwnmittee.

TRANSACTIONS WITH RELATED PARTIES

Customers Bank makes loans to executive officedsdinectors of Customers Bancorp and Customers Battle ordinary course of its
business. These loans are currently made on suiadiiathe same terms, including interest rated ewllateral, as those prevailing at the time
the transaction is originated for comparable tratisas with nonaffiliated persons, and do not imeomore than the normal risk of
collectability or present any other unfavorabledieas. Federal regulations prohibit Customers Bamk making loans to executive officers
and directors at terms more favorable than coulddiained by persons not affiliated with Custonigask. Our policy towards loans to
executive officers and directors currently compléth this limitation.

Some current directors and executive officers aft@mers Bancorp and Customers Bank and entitiesganizations in which they were
executive officers or the equivalent or owners affenthan 10% of the equity were customers of amfdttzansactions with or involving
Customers Bank in the ordinary course of businesimg the fiscal year ended December 31, 2011. eNarihese transactions involved
amounts in excess of 5% of our consolidated gmasnues during 2011 or $200,000, nor was CustoBeark indebted to any of the foregoing
persons or entities in an aggregate amount in exafes% of our total consolidated assets at Dece®be2011. Additional transactions with
such persons and entities may be expected to take m the ordinary course of business in theréutu

On June 17, 2009, Customers Bank entered into aultimg Agreement with Kenneth B. Mumma, its forn@rairman and CEO, pursuant to
which Customers Bank agreed to engage Mr. Mumnaacasisultant until December 31, 2011. During teeqal of his engagement, Mr.
Mumma agreed to provide from 20 to 40 hours of atiimgy services per month, for a consulting fe&®8,500 per month plus reimbursement
of expenses incurred by him in performing the sgsi The agreement also provides non-compete antefor a period ending one year after
the term of the consulting agreement. During 2@Listomers Bank paid $162,000 in consulting feddrtavlumma under the agreement.
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On December 30, 2010, Customers Bank executechgpldicipation agreement with Atlantic Coast Bémka principal amount up to
$6,250,000. Jay Sidhu, Customer Bancorp's ChaiandrChief Executive Officer, is a director and lmn-executive Chairman of the Board
of Atlantic Coast Financial Corporation, which ietholding company owning Atlantic Coast Bank. Tgasticipating interest is based upon
specified Atlantic Coast Bank customers activitg anill be repaid to Customers Bank upon the reledishe underlying mortgage collateral.
This lending transaction was in the ordinary cowfseur business, made on substantially the samestencluding interest rates and collateral,
as those prevailing at the time for comparables@ations with other non-affiliated customers, aittimbt involve more than the normal risk of
collectability or present other unfavorable feasur@his loan was paid off in March 2011.

For the year ended December 31, 2011, Customeits (&d, for advertising and marketing services,rapimately $295,339 to Clipper
Magazine and its division, Spencer Advertising Mairkg. Additionally, for the year ended Decembgr 2011, Customers Bank paid, for
promotional items, approximately $48,486 to JaxRoomotions, Inc. Steven Zuckerman, a director ust@mers Bancorp is the President and
Chief Executive Officer of Clipper Magazine, aniléte of Gannett Co., Inc., and holds 25% of tb&uied and outstanding capital stock of
Jaxxon Promotions, Inc.

Commerce Street Financial Partners, LP is a bdaakfiolder of more than 5% of our outstanding Vgt@ommon Stock. In or around
December, 2010 through February 2011, CommercetSDa&pital, LLC, an affiliate of Commerce Streetdticial Partners, LP, provided
placement agent services in connection with a tgiptéacement of the common stock of Customers B&ustomers Bank paid Commerce
Street Capital, LLC a placement fee in the amofi$281,750.

Certain of our executive officers and directorsghased securities in private offerings of our sgiesrduring 2011. The below chart indicates
the number and types of securities purchased dsawéhe amount paid for such securities. Therfigdfior common stock and warrants to
purchase common stock set forth in the chart andrapanying footnotes reflect all adjustments tleatehbeen made to date in connection with
anti-dilution repricing. See “Security OwnershipGertain Beneficial Owners and Management” abovéhis Form 10-K for the current
security ownership of each of the below-listed wdlials.

Aggregate
Name Number and Type of Securities Purchase Price
Jay Sidhu, Chairman and CE 20,833 shares of Class B MVoting Common Stoc $ 250,00(
Bhanu Choudhrie, Director (: 166,667 shares of Voting Common St $ 2,000,00:
Lawrence Way, Directc 14,000 shares of Voting Common Stc $ 168,00(
@ Mr. Choudhrie has an indirect beneficial ownershiprest in these securities through his compaewisberg LLC.

We have a Code of Conduct applicable to our dirsctfficers and employees, including our Chief &xeve Officer, Chief Financial Officer
and all of our other executives pursuant to whitlieectors, officers and employees must promgisclose to us, any material transactions or
relationships that reasonably could be expectgiv®rise to an actual or apparent conflict of iag with Customers Bank. In approving or
rejecting the proposed agreement, the board oftdire must consider the relevant facts and circantgts available and deemed relevant,
including, but not limited to the risks, costs dahefits to us, the terms of the transaction, ttalability of other sources for comparable
services or products, and, if applicable, the imhpaca director’'s independence. The board of dirsamnay only approve those agreements that
in light of known circumstances, are in, or are ingbnsistent with, our best interests, as thedoédirectors determines in the good faith
exercise of its discretion.

The Company’s Board of Directors has also adoftedffiliate and Related Party Transaction Poliag &ompliance Plan (the “Transaction
Policy”). The Transaction Policy is a written myliand set of procedures for the review and apprvatification of transactions involving
Affiliates and Related Parties (as such terms efmed in the Transaction Policy).

Related Parties are defined in the TransactiorciPals owners of more than 5% of any class of vadegurities of the Company, directors or
executive officers of the Company, or nomineesdoome directors, since the beginning of the lastfiyear, and “related persons” and others
as provided in Item 404 of Regulation S-K under$eurities Act of 1933, as amended, immediatelfamémbers if involved in Company
transactions and organizations, including chargalyhere the foregoing have a material relationshijpterest to such organization. Affiliates
are defined in the Transaction Policy as “affil&tas provided in Sections 23A and 23B of the FaldReserve Act anRegulation W issued |
the Board of Governors of the Federal Reserve Bystad can include anyone that controls, that dencommon control with, or that is
controlled by the Company, investment funds wheraféiliate is a fund investment advisor, and “ext@ce officers”, “directors”, “principal
shareholders”, “related interests” of a personsitier”, “immediate family” and “Subsidiary” as deéd in Regulation O issued by the Board of
Governors of the Federal Reserve System.

The Transaction Policy is administered throughGbenpany’s Audit Committee with appropriate involvamand input from the Company’s
Audit, Legal and Compliance Departments (colledyivthe “Committee”). The Audit Committee (i) hthge responsibility to interpret and
enforce the Transaction Policy, (i) may amendThensaction Policy from time to time and (iii) mdglegate administrative responsibilities
within the Company or to third parties as the Alitmmittee deems appropriate to accomplish thectibgs of the Transaction Policy. All
transactions covered by the Transaction Policypasgibited unless approved or ratified by the A@liimmittee and, when determined
necessary by the Audit Committee pursuant to tHatBe Transaction Policy, the Company’s Board oEbtors.
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Transactions involving Affiliates that are subjezthe Transaction Policy include extensions oflitrgourchase or sale of loans, referrals or
brokerage of loans, indebtedness to another “metvdogk” or correspondent bank, purchases of or tinvests in securities, purchase or sale of
services, goods and other assets, issuance ofrgeesaacceptances or letters of credit and tlzrty pransactions where an Affiliate benefits
from transaction proceeds.

Transactions involving Related Parties that argesiilio the Transaction Policy include transactimh&re there is a direct or indirect interes
the Related Party and the amount involved is 02@0$00.

Transactions covered by the Transaction Policyegaired to be referred to the Committee. The Aanpe Department is responsible for
coordinating the performance of appropriate legakarch and obtaining opinions regarding the dispoof the transaction, and
communicating such information to the Committeehwécommendations, including if any regulatory &atlon needs to be prepared to report
or obtain authorization of the transaction. ThalihCommittee will approve, ratify, recommend charg or deny the transaction, or schedule
the referral for follow up reporting or presentaso Material transactions and transactions covleyeRegulation O are required to be referred
by the Audit Committee to the Company’s Board afetors for disposition.

Item 14. Principal Accountant Fees and Services

Our Audit Committee has selected ParenteBeard L'‘P@rénteBeard”) to serve as our independent regidteublic accounting firm for the
fiscal year ended December 31, 2011. ParenteReats predecessor has been the Bank’s indepepddlit accounting firm since 1997. We
have been advised by ParenteBeard that neither @amy member thereof has any financial intera@sector indirect, in Customers Bancorp or
any of its affiliates, in any capacity.

Audit and Other Fees Paid to Independent RegistereBublic Accounting Firm

The following table presents fees billed by ParBeted for professional services rendered for theafiyears ended December 31, 2010 and
2011.

Services Renderet 2010 2011

Audit Fees $ 237,39: $ 242 57(
Audit-Related Fees (1 62,50( -
Tax Fees (2 32,21 47,767
All Other Fees - -
Total $ 332,10¢ $ 290,33°

(1) The audit-related fees consisted principallyeafs related to our stand-alone audits of theeBtants of Assets Acquired and
Liabilities assumed as of July 9, 2010 and SepterhBe2010 for the FDIC assisted acquisitions it@6f USA Bank and ISN
Bank, respectively, private offerings of securiiie2010 and 2011, as well as the Berkshire Banaoquisition in 2011 and
various research, consultation and discussion§19 2nd 2011.

(2) Tax fees for fiscal years 2010 and 2011 coedigtincipally of preparing our U.S. federal aratstincome tax returns.
Our Audit Committee has reviewed the non-auditises/currently provided by our independent registgrublic accounting firm and has
considered whether the provision of such servisesmpatible with maintaining the independenceushdndependent registered public
accounting firm. Based on such review and conatiter, the Audit Committee has determined thafpifeerision of such non-audit services is
compatible with maintaining the independence ofitlakependent registered public accounting firm.
Pre-Approval Policy for Services by Independent Regtered Public Accounting Firm
The Audit Committee pre-approves all audit and pssible non-audit services provided by the indepahdegistered public accounting firm.

These services may include audit services, auldite® services, tax services and other services Altdit Committee has not established a pre-
approval policy for these services.
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PART IV
Item 15. Exhibits and Financial Statement Schedute
(a) 1. Financial Statemen
Consolidated financial statements are included uhdm 8 of Part 1l of this Form 10-K.
(a) 2. Financial Statements Schedt
Financial statements schedules are omitted bet¢hegequired information is either not applicalviet required or is shown in the

respective financial statements or in the notesetbe

(b) Exhibits
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Exhibit No. Description

2.1

2.2

2.3

2.4

25

3.1

3.2

3.2

3.4

3.5

3.6

4.1

4.2

4.3

4.4

4.5

4.6

Plan of Merger and Reorganization, incorporateddigrence to Exhibit 2.1 to the Customers Ban's Form {1 filed with the SEC
on April 22, 201C

Agreement and Plan of Merger, dated as of Aug8, 2010, by and among Customers Bank, CustoBersorp, Berkshire Bank and
Berkshire Bancorp, Inc., incorporated by referetacExhibit 2.2 to the Customers Bancorp’s Form &{lled with the SEC on
January 13, 201

Purchase and Assumption Agreement, dated &dy®, 2010, by and among Customers Bank, theCRi3I Receiver of USA Bank,
and the FDIC acting in its corporate capacity, ipooated by reference to Exhibit 2.3 to the CustanBancorp’s Form S-1/A filed
with the SEC on January 13, 2C

Purchase and Assumption Agreement, dated as oé®@bpt 17, 2010, by and among Customers Bank, th€ BB Receiver of ISI
Bank, and the FDIC acting in its corporate capadityorporated by reference to Exhibit 2.4 to thestdmers Bancorp’s Form S-1/A
filed with the SEC on January 13, 2C

Amendment to Agreement and Plan of Mergeediat of April 27, 2011, by and among Berkshireddap, Inc., Berkshire Bank,
Customers Bancorp and Customers Bank, incorpolatedference to Exhibit 2.5 to the Customers Bapisdrorm S-1/A filed with
the SEC on June 13, 20

Articles of Incorporation of Customers Bancorp,drmorated by reference to Exhibit 3.1 to the CustiaBancor’s Form -1 filed
with the SEC on April 22, 201

Articles of Amendment to the Articles of Incorpacat of Customers Bancorp, incorporated by refereadexhibit 3.2 to the
Customers Banco’'s Form -1/A filed with the SEC on January 13, 2C

Articles of Amendment to the Articles of Incorpacat of Customers Bancorp, incorporated by refereadexhibit 3.1 to the
Customers Banco’'s Form K filed with the SEC on December 9, 20

Bylaws of Customers Bancorp, incorporateddigrence to Exhibit 3.2 to the Customers Bancdfpisn S-1 filed with the SEC on
April 22, 2010

Certificate of Designations relating to CustossBancorp’s Fixed Rate Cumulative Perpetual PedeStock, Series A, incorporated
by reference to Exhibit 4.1 to Customers Ban’s Form K filed with the SEC on September 22, 2(

Certificate of Designations relating to CustosBancorp’s Fixed Rate Cumulative Perpetual PedeStock, Series B, incorporated
by reference to Exhibit 4.2 to Customers Ban’s Form K filed with the SEC on September 22, 2(

Specimen stock certificate of Customers Bgmcommon stock, incorporated by reference to ExHildi to the Customers Bancorp’s
Form &-1 filed with the SEC on April 22, 201

Specimen stock certificate of Customers Bgn€ass B Non-Voting Common Stock, incorporateddfgrence to Exhibit 4.2 to the
Customers Banco’'s Form 1 filed with the SEC on April 22, 201

Indenture, dated as of June 29, 2004, by ahdden New Century Bank and Wilmington Trust Compaelating to Floating Rate
Subordinated Debt Securities Due 2014, incorporbyectference to Exhibit 4.3 to the Customers Bgpisd-orm S-1 filed with the
SEC on April 22, 201!

Form of Ant-Dilution Agreement entered into by Customers Batitk wach of the lead investors in our March andréaty 201C
private offerings, and all investors in our 2008/ ate offering, incorporated by reference to Exhib# to the Customers Bancorp’s
Form ¢-1 filed with the SEC on April 22, 201

Form of Modification to Anti-Dilution Agreeméeentered into by Customers Bank with each of ¢al linvestors in our March and
February 2010 private offerings, and all invesiarsur 2009 private offering, incorporated by refece to Exhibit 4.5 to the
Customers Banco's Form 1 filed with the SEC on April 22, 201

Stock Option Agreement, dated as of March 23, 2893nd between New Century Bank and Univest Cartpmr of Pennsylvani:
incorporated by reference to Exhibit 4.6 to thetGomers Bancor's Form &1 filed with the SEC on April 22, 201
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4.7

4.8

4.9

4.10

411

10.1+

10.2+

10.3+

10.4+

10.5 +

10.6

10.7+

10.8

10.9

10.10

10.11

10.12

10.13

10.14

Stock Option Agreement, dated as of July 9971 by and between New Century Bank and NexTiekB#k/a Citizens Incorporated,
incorporated by reference to Exhibit 4.7 to thetGomers Bancor's Form &1 filed with the SEC on April 22, 201

Form of Warrant issued to investors in NewtGgnBank’s March and February 2010 private offgen2009 private offering, and in
partial exchange for New Century Bank’s shares08h Series A Nor€Gumulative Perpetual Convertible Preferred Stockine 2009
incorporated by reference to Exhibit 4.8 to thetGumers Bancor's Form &1 filed with the SEC on April 22, 201

Warrants issued to Jay S. Sidhu, June 30, 2008rpocated by reference to Exhibit 4.9 to the CustanBancor’'s Form &1 filed
with the SEC on April 22, 201

Form of Share Certificate relating to Customersddap’s Fixed Rate Cumulative Perpetual Preferred Stéekies B, incorporated t
reference to Exhibit 4.3 to Customers Ban's Form K filed with the SEC on September 22, 2(

Form of Share Certificate relating to Customersddap’s Fixed Rate Cumulative Perpetual Preferred Stdekies A, incorporated t
reference to Exhibit 4.4 to Customers Ban's Form K filed with the SEC on September 22, 2(

New Century Bank Management Stock Purchase Plaarporated by reference to Exhibit 10.1 to the Gustrs Bancor's Form -1
filed with the SEC on April 22, 201

Customers Bancorp 2010 Stock Option F

Employment Agreement, dated as of June 17, 200@ndybetween New Century Bank and Jay S. Sidharpocated by reference
Exhibit 10.3 to the Customers Banc’s Form {1 filed with the SEC on April 22, 201

Employment Agreement, dated as of February 17, 20 &nd between New Century Bank and Richard AtEhcorporated b
reference to Exhibit 10.4 to the Customers Bar’'s Form 1/A filed with the SEC on June 13, 20

Employment Agreement, dated as of February 17, 208 And between New Century Bank and Thomas Bruggmrporated b
reference to Exhibit 10.5 to the Customers Bar’s Form &1/A filed with the SEC on June 13, 20

Agreement, dated as of May 19, 2009, by ataéden New Century Bank and Jay Sidhu, incorporayeetference to Exhibit 10.6 to
the Customers Bancc's Form -1 filed with the SEC on April 22, 201

Amended and Restated Customers Bancorp 2004 Imedrtjuity and Deferred Compensation Plan

Lease Agreement, dated January 5, 2007, by ancebatiNew Century Bank and Gateway Partnership Lh€rporated by referen:
to Exhibit 10.10 to the Customers Banc's Form &1 filed with the SEC on April 22, 201

Amendment to Lease, dated May 4, 2007, by and lstWew Century Bank and Gateway Partnership LL&nporated by referen
to Exhibit 10.11 to the Customers Banc's Form &1 filed with the SEC on April 22, 201

Letter Agreement dated as of December 28, 201Intyaanong Customers Bancorp and Treasury, incogubiat reference to Exhil
10.1 to Customers Banc(s Form K filed with the SEC on January 4, 2012 10.:

Warrant issued to Jay S. Sidhu, June 30, 2009u@ed in Exhibit 4.9

Subscription Agreement, dated May 19, 2009, bylzatd/een New Century Bank and Jay S. Sidhu, incatpdrby reference !
Exhibit 10.13 to the Customers Banc's Form 1 filed with the SEC on April 22, 201

Amendment to Subscription Agreement, dated Jun@@®9, by and between New Century Bank and JaydBuSincorporated b
reference to Exhibit 10.14 to the Customers Bar’'s Form 1 filed with the SEC on April 22, 201

Amendment #2 to Subscription Agreement,ddageof June 30, 2009, by and between New Centank Bnd Jay S. Sidhu,
incorporated by reference to Exhibit 10.15 to thest@mers Banco’s Form {1 filed with the SEC on April 22, 201
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10.16 Supplemental Executive Retirement Plan of Jay &hgiincorporated by reference to Exhibit 10.1%h# Customers Bancc's Form ¢-
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10.17 Form of Restricted Stock Agreement
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incorporated by reference to Exhibit 10.1 to CustsBancorp's Form-K filed with the SEC on September 22, 20

ARRA Letter Agreement, dated as of SepteribeP011, by and among Customers Bancorp and dmgdscorporated by reference
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List of Subsidiaries of Customers Bancorp
Certification of the Chief Executive Officer Pursti@ao Exchange Act Rule 13a-14(a) or Rule 15d-14(a)
Certification of the Chief Financial Officer Pursudo Exchange Act Rule 13a-14(a) or Rule 15d-14(a)
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Oxley Act of 200z
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December 31, 2011, 2010 and 2009 and (e) Notemé&meéial Statements for the years ended Decemhe&(d1l, 2010 and 20(
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SIGNATURES

Pursuant to the requirements of the Section 15)lof the Securities Exchange Act of 1934, thggsteant has duly caused this
report to be signed on its behalf by the underslgtieereunto duly authorized.

Customers Bancorp, Inc.

March 20, 2012 By: /s/ Jay S. Sidh

Name: Jay S. Sidh
Title: Chairman and Chief Executive Offic

Customers Bancorp, Inc.

March 20, 201: By: /s/ Thomas Brugge

Name: Thomas Bruggt
Title: Chief Financial Office

Pursuant to the requirements of the Securities &xgéa Act of 1934, this report has been signed bélpthe following persons on behalf of 1
Registrant and in the capacities and on the datbsated.

Signature Title(s): Date:

/sl Jay S. Sidh Chairman, Chief Executive Officer and Direc March 20, 201:
Jay S. Sidhi (principal executive officer

/s/ Thomas Brugge Executive Vice President and Chief Financial Offi March 20, 201:
Thomas Brugge (principal financial and principal accounting oig

/s/ Daniel K. Rothermel Director March 20, 2012
Daniel K. Rotherme

/s/ John R. Miller Director March 20, 2012
John R. Miller

[s/ T. Lawrence Way Director March 20, 2012

T. Lawrence Way

/s/ Steven J. Zuckerman Director March 20, 2012
Steven J. Zuckerme
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SUPPLEMENTAL INFORMATION TO BE FURNISHED WITH REPOR TS FILED
PURSUANT TO SECTION 15(d) OF THE EXCHANGE ACT BY NON-REPORTING ISSUERS

1. No annual report to security holders coverirg@ompany’s last fiscal year has been sent aseafdte of this report.

2. No proxy statement, form of proxy, or other prawliciting material relating to the Company’stlfiscal year has been sent to any of the
Company’s security holders with respect to any ahonuother meeting of security holders.

3. If such report or proxy material is furnishedsturity holders subsequent to the filing of tisual Report on Form 10-K, the Company
will furnish copies of such material to the Comnossat the time it is sent to security holders.




Exhibit 10.2

CUSTOMERS BANCORP, INC.
2010 STOCK OPTION PLAN

ARTICLE 1
PURPOSE

11 GENERAL . The purpose of this Plan is to promote the ssxe@d enhance the value of Customers Bancorp(threc.
“Company”), by linking the personal interests otentive and senior management-level employees iaactars of the Company and
subsidiaries of the Company (“Subsidiaries”) tosthof shareholders and by providing such indivislwdath an incentive for outstanding
performance in order to generate superior retwishareholders. The Plan is further intended ewige flexibility to the Company and
Subsidiaries in their ability to motivate, attraand retain the services of employees, directdfisens, and executives upon whose judgment,
interest, and special effort the successful condfitie Company’s and the Subsidiaries operatiomsaagely dependent.

ARTICLE 2
EFFECTIVE DATE AND TERM

2.1 EFFECTIVE DATE . The Plan became effective as of December 9,,20&0late it was approved by the shareholders of
the Bank. The Plan has been amended by the Boaedléct the terms of the Plan of Merger and Ranization approved by the shareholders
of the Bank, which became effective as of SepterigeP011 .

2.2 TERM . Unless sooner terminated by the Board, the $tiafl terminate on the Plan Termination Date, am®ptions ma
be granted under the Plan thereafter. The terinimaf the Plan shall not affect any Option thabtigstanding on the termination date, witt
the consent of the Participant.

ARTICLE 3
DEFINITIONS AND CONSTRUCTION

3.1 DEFINITIONS . When a word or phrase appears in this Plan théhnitial letter capitalized, and the word or a¢e does
not commence a sentence, the word or phrase shradrally be given the meaning ascribed to it i 8&ction or in Sections 1.1 or 2.1 unless a
clearly different meaning is required by the contekhe following words and phrases shall haveftifiewing meanings:

€)) “Bank” means Customers Bank.
(b) “Board” means the Board of Directors loé iCompany.
(c) “Capital Raising Transaction” means shée of equity securities of the Bank pursuanheodffering described in

the Confidential Private Offering Memorandum daleduary 20, 2010 (as supplemented by the Supplaheneto dated January 21, 2010),
and any subsequent sale of equity securities,msesjuent offering of equity securities in connettidth an acquisition or business
combination, the result of which it to increase tiegible net worth of the Bank or, after Septenib&r2011, the Company.

(d) “Cause” means actions of or failure tblaca Participant which would authorize the fadeé of fringe benefits or
other remuneration under his or her written cottoh@employment with the Company or a Subsidiaryifdhere is no written contract of
employment, () the willful material failure to germ the duties to the Company or a Subsidiary ireguof the Participant (other than any such
failure resulting from incapacity due to physicaheental iliness of the Participant or materialrdyes in the direction and policies of the Board
of Directors of the Company or a Subsidiary), iflsdailure continues for fifteen (15) days aftem@tten demand for substantial performanc
delivered to the Participant by the Company or bs&liary which specifically identifies the mannemhich it is believed that the Participant
has failed to attempt to perform his duties hereun(®) the willful engaging by the Participantimisconduct materially injurious to the
Company or a Subsidiary; (3) receipt by the Compamg Subsidiary of a notice (which shall not haeen appealed by the Participant or ¢
have become final and non-appealable) of any govental body or entity having jurisdiction over empany or a Subsidiary requiring
termination or removal of the Participant from thien present position, or receipt of a written clikee or order of any governmental body or
entity having jurisdiction over the Company or éSidiary (which shall not have been appealed byidiaant or shall have become final and
non-appealable) requiring termination or removahef Participant from his then present position(4dmersonal dishonesty, incompetence,
willful misconduct, willful breach of fiduciary dytinvolving personal profit or conviction of a felp. For purposes of this paragraph, no ac
failure to act, on the Participant's part shaltbasidered "willful" unless done or omitted todmme by the Participant in bad faith and without
reasonable belief that his action or omission wabe best interest of Company or a Subsidiaryy &gt or omission to act by the Participar
reliance upon a written opinion of counsel to Compar a Subsidiary shall not be deemed to be Willfu




(e) “Change in Control” means:

@ there occurs a merger, consolidatioatber business combination or reorganization tactviie
Company is a party, whether or not approved in adedy the Board, in which (A) the members of tloa8l immediately preceding the
consummation of such transaction do not constautejority of the members of the Board of the ri@sglcorporation and of any parent
corporation thereof immediately after the consuniomadf such transaction, and (B) the shareholdetseoCompany immediately before such
transaction do not hold more than fifty perce@®® of the voting power of securities of the reiswjtcorporation;

2 There occurs a sale, exchange, teansf other disposition of substantially all oéthssets of the
Company to another entity, whether or not appramextivance by the Board (for purpose of this Agreetna sale of more than one-half of the
branches of the Bank would constitute a Changeoimti©l, but for purposes of this paragraph, no binas or assets will be deemed to have
been sold if they are leased back contemporaneautiyor promptly after their sale);

3) A plan of liquidation or dissolution ig@pted for the Company; or

4) Any “person” or any group of “persons$(such term is defined in Sections 13(d) and 1dfthe
Exchange Act), other than existing holders of shafe¢che Company’s common stock, is or shall bectimeébeneficial owner” (as defined in
Rule 13d-3 under the Exchange Act), directly oirectly, of securities of the Company represent68o or more of the combined voting
power of the Company'’s then outstanding securities.

® “Code” means the Internal Revenue Cod&d86, as amended, and regulations promulgateduhder.

(9) “Committee” means the Compensation Congmibf the Board.

(h) “Company” means Customers Bancorp, Inc.

® "Employee" shall mean an individual wisean employee of the Company or a Subsidiary ugdeeral common

law principles. An individual who is an "Employe@$ so defined, may also be a member of the BaattedBoard of Directors of a Subsidiary
(but not a Non-Employee Director).

()] “Exchange Act” means the Securities Exafpe Act of 1934, as amended, and the regulatimmygated
thereunder.

(k) “Fair Market Value” means, as of any giwdate, the fair market value of Stock on a paldicdate determined in
accordance with the requirements of Section 42hefCode.

)] “Incentive Stock Option” means an optitat is intended to meet the requirements of 8ee®2 of the Code.

(m)  “Non-Employee Director” means a membethaf Board or the Board of Directors of the Bank visinot an
Employee.




(n)  “Option” means a right granted to a Pguaat under Article 7 of the Plan to purchase Statc& specified price
during specified time periods.

(o) “Option Agreement” means a writing, in Biform as the Committee in its discretion shallsprébe, evidencing an
Option.

(p) “Participant” means a person who has lgranted an Option under the Plan.
(@ “Plan” means the Customers Bancorp, 10d.®@Stock Option Plan as set forth herein.
(9] “Plan Termination Date” means the data ik ten (10) years after the Effective Date.

(s) “Stock” means (i) prior to March 6, 2012e voting common stock of the Company and subbratecurities of the
Company which may be substituted therefor purst@mAtticle 8, and (ii) on and after March 6, 201f2e voting or non-voting common stock
of the Company and such other securities of the @my which may be substituted therefor pursuadtticle 8.

® “Subsidiary” means a subsidiary corpamatwith respect to the Company as described ini@edR4(f) of the Code.

ARTICLE 4
ADMINISTRATION

4.1 COMMITTEE; BOARD APPROVAL . The Plan shall be administered by the Committéetwithstanding any other
provision of the Plan, during any period in whitle Company may be subject to the Exchange Acgrifh) the Committee shall consist of at
least two individuals and each member of the Comemishall qualify as a Non-Employee Director; gr(@\) at least two members of the
Committee must qualify as Non-Employee Directoy,dny member of the Committee who does not qualifa “Non-Employee Director”
may not participate in any action of the Commiitgth respect to any Option awarded under the Rlad,(C) the Plan shall be deemed to be
administered by the full Board, the actions of @@nmittee under the Plan shall be deemed merelig@agvto the Board, and the Board’s
approval shall be required for all actions of tre@nittee under the Plan, including without limitetithe grant of each Option. To the extent
necessary or desirable (as may be determined dydhrd from time to time) each member of the Cortemishall also qualify as an “outside
director”under Section 162(m) of the Code. The memberseoCommittee shall meet such additional criterisnag be necessary or desira
to comply with regulatory or stock exchange rulegxemptions. The Company will pay all reasona@sigenses of the Committee.

4.2 AUTHORITY OF COMMITTEE . Subject to any specific designation in the Ptha,Committee (or the Board, in cases
where the Board administers the Plan pursuant¢tidde4.1) has the exclusive power, authority aisgretion to:

€)) Designate Participants to receive Options

(b) Determine the type or types of Optionbéogranted to each Participant;

(c) Determine the number of shares of Stoaktich an Option will relate;

(d) Determine the terms and conditions of @pyion granted under the Plan including but noitkd to, the exercise
price, grant price, or purchase price, any regbristor limitations on the Option, any restrictiamsthe exercisability of an Option, and

accelerations or waivers thereof, based in each @asuch considerations as the Committee in iesdscretion determines;

(e) Amend, modify, or terminate any outstagdDption, with the Participant’s consent unleges@ommittee has the
authority to amend, modify, or terminate an Optidgthout the Participant’s consent under any othewision of the Plan.




® Determine whether, to what extent, ander what circumstances the exercise price of a&io®@may be paid in,
cash, Stock or other property, or an Option magdeeled, forfeited, or surrendered;

(9) Prescribe the form of each Option Agreetnehich need not be identical for each Participan

(h) Decide all other matters that must beeined in connection with an Option;

() Establish, adopt, revise, amend or reeiny guidelines, rules and regulations as it desm necessary or advise
to administer the Plan; and

()] Interpret the terms of, and rule on amgtter arising under, the Plan or any Option Agrestn

(k) Make all other decisions and determinaithat may be required under the Plan or as tinen@ttee deems
necessary or advisable to administer the Plan; and

)] Retain counsel, accountants and othasglbants to aid in exercising its powers and éagyut its duties under t
Plan.

4.3 DECISIONS BINDING . The Committee’s interpretation of the Plan, &ptions granted under the Plan, any Option
Agreement and all decisions and determinationdhibyCommittee with respect to the Plan shall (ifrappd or ratified by the Board during any
period when the Board is deemed to administer the pursuant to Section 4.1) be final, binding, aodclusive on all parties and any other
persons claiming an interest in any Option or urtderPlan.

ARTICLE 5
SHARES SUBJECT TO THE PLAN

5.1 NUMBER OF SHARES . Subject to adjustment provided in Section &, daggregate number of shares of Stock res
and available for grant under the Plan shall belibenumber representing fifteen percent (15%hefoutstanding shares of capital stock o
Bank as of the Effective Date; provided that suaimher shall be increased, as and when unexercigzhe and warrants to acquire caf
stock of the Bank outstanding as of the EffectiveeDare exercised or amlilution obligations become performable by the Balok fifteer
percent (15%) of the shares of capital stock tleabme outstanding as a result of such exercistrsedronoring of such antilution rights; an
provided, further, that the total number of sharesilable for grant under the Plan shall not exdbedesser of (a) three million, three hunc
and thirty-three thousand, three hundred and tity (3,333,334) shares or (b) fifteen percent (15¥cthe number of shares of Stock
Class B Nonvoting Common Stock issued in consideration of aasbther property after December 31, 2009 by them@any or the Bank; a
provided further that the exchange of one (1) sbammmon stock of the Company for three (3) shafecommon stock of the Bank purst
to the Plan of Merger and Reorganization which effsctive as of September 17, 2011 shall be takemaccount in applying the forego
percentages.

5.2 LAPSED OPTIONS . To the extent that an Option terminates, is el®d, expires, lapses or is forfeited for any oeas
any shares of Stock subject to the Option will adsé available for the grant of an Option underRlan.

5.3 STOCK DISTRIBUTED . Any Stock distributed pursuant to an Option roagsist, in whole or in part, of authorized and
unissued Stock, treasury Stock or Stock purchasd¢bdeoopen market.

54 LIMITATION ON NUMBER OF SHARES SUBJECT TO OPTIONS . Notwithstanding any provision in the Plan to
contrary, and subject to the adjustment in Se@idnbut subject to any restrictions of applicdble and the other terms and conditions of the
Plan, the maximum number of shares of Stock wisipeet to Options may be granted to any one Paatitiguring a fiscal year of the Compi
shall be two million, two hundred and twenty-tweatisand, two hundred and twenty-three (2,222,228)esh




ARTICLE 6
ELIGIBILITY AND PARTICIPATION

6.1 ELIGIBILITY . Employees and Non-Employee Directors shall herg@lly eligible to receive Options under the
Plan. In making determinations regarding the pidéaligibility of any Employee or Non-Employeer@ctor, the Committee may take into
account the nature of the services rendered by Eogtloyee or Non-Employee Director, his or her prégnd potential contributions to the
Company'’s or a Subsidiary’s success and such &dhtors as the Committee in its discretion shadideelevant.

6.2 ACTUAL PARTICIPATION . Subject to the provisions of the Plan, the Cottamimay, from time to time, select from
among all eligible individuals those to whom Op8ahall be granted and shall determine the nahdeamount of each Option. No individual
shall have any right to be granted an Option utitisrPlan.

ARTICLE 7
STOCK OPTIONS

7.1 GENERAL . The Committee is authorized to grant OptionBaaticipants on the following terms and conditions:

(@) EXERCISE PRICE. The exercise price prares of Stock under an Option shall not be less tha Fair Market
Value as of the date of grant.

(b) TERM OF OPTION. No Option shall be exsable after the date that is 10 years from the das granted.
(c) TIME AND CONDITIONS OF EXERCISE. Optioshall be exercisable only to the extent providedwe

@ A Participant shall have a vested righéxercise an Option upon the first to occur of f#e fifth (5 th)
one (1)-year anniversary of the Capital Raisingn$e&tion to which it relates, (B) a Change in Capn{(iC) the Participant’s termination of
employment without Cause, (D) the Participant’stdear (E) such other event as the Committee sipaitify in the Option Agreement as
necessary to comply with the Company’s or a Suésith obligations under an employment agreemerit thi¢ Participant. All unvested
Options shall be forfeited upon the Participangisrtination of employment for Cause or as a redutioor her voluntary resignation from
employment.

2 Notwithstanding the achievement of a&ésight to exercise pursuant to paragraph (1yepan Optior
shall be exercisable only when (a) if the Stockarrttle Option is not listed on a national stockk®ator other national securities quotation
system at the time the Option is granted, the YFDiluted Tangible Book Value” (as hereinafter aefil) of the Stock first equals or exceeds
one hundred and fifty percent (150%) of the Fulijuféd Tangible Book Value of the Stock per sha®fthe date of grant of the option, or, if
after the date of grant the Stock under the Ogtiseomes listed on a national stock market or athéonal securities quotation system, the
Market Value of the Stock per share first equalexareeds one hundred and fifty percent (150%)efihlly Diluted Tangible Book Value of
the Stock as of the date of grant of the optior(bdif the Stock under the Option is listed onagienal stock market or other national securities
guotation system at the time the Option is granteelfrading price of such Stock as quoted by stiotk market or quotation system equals or
exceeds one hundred and fifty percent (150%) of-tie Market Value of the Stock per share as ofdéte of the grant of the option. For this
purpose, the Fully Diluted Tangible Book Value lo¢ tStock shall be determined as (A) the amounveeéry dividing the common
shareholders’ equity, minus intangible assets adigill, by the number of shares of common stodistanding, (B) assuming that all
outstanding option and warrants to acquire stoeklan exercised, and (C) assuming performanck aftkdilution obligations under such
options and warrants and other adiitistion agreements as of the date of determinatibthe condition set forth in this paragraph i@¥atisfie(
prior to the achievement of a vested right to eiseran Option pursuant to paragraph (1) aboveQttteon shall be exercisable immediately
upon achievement of a vested right to exerciseyamtsto paragraph (1).




3) Nothing in this subsection (c) shalldmmstrued to extend the exercise period of anyddgieyond the
tenth (10 th ) anniversary of the date of its grant

(d) TRANSFERABILITY. Each Option grantedder the Plan shall, by its terms, not be tranbleratherwise than
by will or the laws of descent and distributiono Nght or interest of a Participant in any Optioay be pledged, encumbered, or hypothecated
to or in favor of any party other than the Companyshall be subject to any lien, obligation, abiiity of such Participant to any other party
other than the Company; provided, however, thafdhegoing shall not be deemed to imply any obigrabf the Company to lend against or
accept a lien or pledge of any Option for any reagdotwithstanding the foregoing, or any otheryison of this Plan, a Participant who holds
Options (but not Incentive Stock Options) may tfansuch Options to his or her spouse, lineal adaets, lineal descendants, or to a duly
established trust for the benefit of one or moréhete individuals. Options so transferred mayethiéer be transferred only to the Participant
who originally received the grant or to an indivédlor trust to whom the Participant could haveidtii transferred the Options pursuant to this
Section 7.1(d). Options which are transferred pams to this Section 7.1(d) shall be exercisabléheytransferee according to the same terms
and conditions as applied to the Participant (f@neple, such Options shall terminate automaticaibgn the termination of employment or
service as a Director of the Participant for Cause)

(e) PAYMENT. An Option shall be exercidgggiving a written notice to the Chief ExecutivéiCer of the
Company stating the number of shares of Stock reispect to which the Option is being exercised@ndaining such other information as the
Committee may require and by tendering paymentefbes with a cashier's check, certified check, thwxisting holdings of Stock held for
more than six months. In addition, if the term@a@tock Option so provide, the optionee may payeitegcise price by directing the Company
to withhold from those shares of Common Stock #atld otherwise be received upon the exercise@Btfock Option that number of shares
of Common Stock having an aggregate fair markatevak of the date of exercise equal to the Stodlo@p exercise price, or the applicable
portion of the Stock Option’s exercise price if Bi@ck Option is not exercised in full. The shasE€ommon Stock so withheld shall not be
deemed to have been issued for purposes of thegafgrshare limitation set forth in Section 4, aov

® STOCK CERTIFICATES. Notwithstandingyhing herein to the contrary, the Company sheatlbe required to
issue or deliver any certificates evidencing shafedtock pursuant to the exercise of any Optianggss and until the Board has determined,
with advice of counsel, that the issuance and dpfief such certificates is in compliance withagplicable laws, regulations of governmental
authorities and, if applicable, the requirementamf exchange on which the shares of Stock aegllist traded as well as the terms of this Plan
and any other terms, conditions or restrictions thay be applicable. All Stock certificates deli@ under the Plan are subject to any stop-
transfer orders and other restrictions as the Cdteendeems necessary or advisable to comply willeraé state, or foreign jurisdiction,
securities or other laws, rules and regulationsthedules of any national securities exchangeutoraated quotation system on which the
Stock is listed, quoted, or traded. The Committes place legends on any Stock certificate to egfee restrictions applicable to the Stock. In
addition to the terms and conditions provided heritie Board may require that a Participant malké seasonable covenants, agreements, anc
representations as the Board, in its discretioandeadvisable in order to comply with any such |aegulations, or requirements.

(9) EVIDENCE OF GRANT. All Options shalekevidenced by an Option Agreement. The OptioreAgrent shall
include such additional provisions as may be sptlly the Committee which are not inconsistenhutlie provisions of this Section 7.1.

7.2 INCENTIVE STOCK OPTIONS . Incentive Stock Options granted under the Plastroomply with the following
additional rules, which in case of conflict shadhtrol over other provisions of this Plan that ntigtherwise be applicable:

(a) INDIVIDUAL DOLLAR LIMITATION. The aggegate Fair Market Value (determined as of the eam®©ption is
granted) of all shares of Stock with respect toclHncentive Stock Options are first exercisablearticipant in any calendar year may not
exceed one hundred thousand dollars ($100,000)abr ather limitation as imposed by Section 422¢dhe Code, or any successor
provision. To the extent that Incentive Stock Ops are first exercisable by a Participant in exagsuch limitation, the excess shall be
considered Options that are not Incentive StockdDpt




(b) TEN PERCENT OWNERS. An Incentive St@zftion shall be granted to any individual who let tlate of grant,
owns stock possessing more than ten percent abtakcombined voting power of all classes of stoEkhe Company only if such Option is
granted at a price that is not less than 110%ef#ir Market Value on the date of grant and thédbps exercisable for no more than five
years from the date of gral

(c) RIGHT TO EXERCISE. During a Participarifetime, an Incentive Stock Option may be exsed only by the
Participant.

ARTICLE 8
CHANGES IN CAPITAL STRUCTURE

8.1 GENERAL .

(@) SHARES AVAILABLE FOR GRANT. In the eveaf any change in the number of shares of Stocktantling by
reason of any stock dividend or split, recapitdi@a merger, consolidation, combination or exclenfishares or similar corporate change, the
maximum aggregate number of shares of Stock withaet to which the Committee may grant Optionsl dfebppropriately adjusted. In the
event of any change in the number of shares okSiatstanding by reason of any other event or &etien, the Committee may, but need not,
make such adjustments in the number and classaoéslof Stock with respect to which Options magiamted as the Committee may deem
appropriate.

(b) OUTSTANDING OPTIONS — INCREASE OR DECREB®N ISSUED SHARES WITHOUT
CONSIDERATION. Subject to any required action bg shareholders of the Company, in the event oframgase or decrease in the number
of issued shares of Stock resulting from a subidimisr consolidation of shares of Stock or the peghof a stock dividend (but only on the
shares of Stock), or any other increase or deciigadbe number of such shares effected withoutipt@e payment of consideration by the
Company, the Committee shall proportionally adibstnumber of shares of Stock subject to eachandstg Option and the exercise price per
share of Stock of each such Option.

(c) OUTSTANDING OPTIONS — CERTAIN MERGERSulgect to any required action by the shareholdétee
Company, in the event that the Company shall bestingiving corporation in any merger or consolidat{except a merger or consolidation .
result of which the holders of shares of Stock irexeecurities of another corporation), each Optiotstanding on the date of such merger or
consolidation shall pertain to and apply to theusdies which a holder of the number of sharestotk subject to such Option would have
received in such merger or consolidation.

(d) OUTSTANDING OPTIONS €ERTAIN OTHER TRANSACTIONS. In the event of (i)}dssolution or liquidatio
of the Company, (ii) a sale of all or substantiallyof the Company assets, (iii) a merger or consolidation involving Company in which tt
Company is not the surviving corporation or (ivnarger or consolidation involving the Company, oy ather reorganization transaction in
which the Company is the surviving corporation th&t holders of shares of Stock receive securifiemother corporation and/or other
property, including cash, the Committee shallts$nabsolute discretion, have the power to:

(1) cancel, effective immediately prior to thecurrence of such event, each Option outstandimgediately
prior to such event (whether or not then exercisglaind, in full consideration of such cancellatipay to the Participant to whom such Option
was granted an amount in cash, for each shareok Subject to such Option, respectively, equah&excess of (A) the value, as determined
by the Committee in its absolute discretion, of pheperty (including cash) received by the holdea share of Stock as a result of such event
over (B) the exercise price of such Option; or

(2) provide for the exchange of each Optiorstautding immediately prior to such event (whethemat then
exercisable) for an option with respect to, as appate, some or all of the property for which s&tbck is exchanged and, incident thereto,
make an equitable adjustment as determined by ohen@ttee in its absolute discretion in the exergisee or value of the option, or the
number of shares or amount of property subjedtecoption, or, if appropriate, provide for a caslgrpent to the Participant to whom such
Option was granted in partial consideration forélehange of the Option, or any combination thereof




(e) OUTSTANDING OPTIONS — OTHER CHANGES. the event of any other change in the capitalizatibthe
Company or corporate change other than those ggadhyifreferred to in this Article, the Committeeag in its absolute discretion, make such
adjustments in the number and class of sharesaubj®ptions outstanding on the date on which sieEnge occurs and in the per share
exercise price of each Option as the Committee coagider appropriate to prevent dilution or enlarget of rights.

® NO ADDITIONAL SHAREHOLDER APPROVAL REQWRED IN CERTAIN CASES. Except to the extent
required by applicable law, no adjustment in thenhar of shares subject to outstanding Options nanaldjustment in the number of shares
available for grant under this Plan, shall reqaidditional shareholder approval, and all such giadjustments shall be deemed approved by
the approval of this Plan, to the extent that sadjustment, whether automatic or discretionarprégportional to and accompanies an
equivalent adjustment in the number of shares Iiglthe Company’s shareholders.

(9) NO OTHER RIGHTS. Except as expresslwjaed in the Plan, no Participant shall have agitd by reason of
any subdivision or consolidation of shares of stotkny class, the payment of any dividend, anygase or decrease in the number of sha
stock of any class or any dissolution, liquidatiorerger, or consolidation of the Company or angptiorporation. Except as expressly
provided in the Plan, no issuance by the Comparshafes of stock of any class, or securities cdikerinto shares of stock of any class, shall
affect, and no adjustment by reason thereof sleathbde with respect to, the number of shares akStabject to an Option or the exercise
price of any Option.




ARTICLE 9
AMENDMENT, MODIFICATION, AND TERMINATION

9.1 AMENDMENT, MODIFICATION, AND TERMINATION . At any time and from time to time, the Board may
terminate, amend or modify the Plan; provided, hevethat the Board shall not, without the affiridatvote of the holder of a majority of the
shares of each class of voting stock of the Compaiake any amendment which would (i) abolish then@ittee without designating such
other committee, change the qualifications of ieswbers, or withdraw the administration of the Htam its supervision, (ii) except strictly as
and to the extent provided in this Plan and peedilty applicable law, increase the maximum numbsehares of Stock for which Options
be granted under the Plan, (iii) amend the fornfalaetermination of the exercise price of Optige), extend the term of the Plan, and (v)
amend the requirements as to the employees eligibileceive Options; and further provided that tteeoamendment shall be made without
shareholder approval to the extent shareholdema&ppis necessary to comply with any applicable, leagulations or stock exchange rule.

9.2 OPTIONS PREVIOUSLY GRANTED . Except as otherwise provided in the Plan, indgdvithout limitation, the
provisions of Article 8, no termination, amendmentmodification of the Plan shall adversely affecany material way any Option previously
granted under the Plan, without the written consétiie Participant.

ARTICLE 10
GENERAL PROVISIONS

10.1 NO RIGHTS TO OPTIONS . No Participant, employee, or other person dieale any claim to be granted any Option
under the Plan, and neither the Company, a Sulpgida the Committee is obligated to treat Partiaifs, employees, and other persons
uniformly.

10.2 NO STOCKHOLDERS RIGHTS . No Option gives the Participant any of the rigbt a stockholder of the Company
unless and until shares of Stock are in fact issaedich person in connection with such Option.

10.3 WITHHOLDING . The Company or a Subsidiary shall have the aifyh@nd the right to deduct or withhold, or requa
Participant to remit to the Company or a Subsidiaryamount sufficient to satisfy Federal, state, lacal taxes (including the Participant’s
FICA obligation) required by law to be withheld tvitespect to any taxable event arising as a rektlis Plan. A Participant may elect to h
the Company withhold from those shares of Stockwlmald otherwise be received upon the exercissngfOption, a number of shares having
a Fair Market Value equal to the minimum statutmnyount necessary to satisfy the Company’s or ai@iabgs applicable federal, state, local
and foreign income and employment tax withholdibgjgations.

10.4 NO RIGHT TO EMPLOYMENT OR SERVICES . Nothing in the Plan or any Option Agreement kimé¢rfere with or
limit in any way the right of the Company, a Sulisig or any of their affiliates or subsidiariestésminate any Participant’'s employment or
services at any time, nor confer upon any Partittipay right to continue in the employ of the Comyaa Subsidiary or such affiliates or
subsidiaries.

10.5 INDEMNIFICATION . To the extent allowable under applicable lavehemember of the Committee or of the Board shall
be indemnified and held harmless by the Companyaaydf its applicable subsidiaries from any lassst, liability, or expense that may be
imposed upon or reasonably incurred by such meimb@rnnection with or resulting from any claim,iaat suit, or proceeding to which he or
she may be a party or in which he or she may behed by reason of any action or failure to actemttie Plan and against and from any and
all amounts paid by him or her in satisfactionuafgment in such action, suit, or proceeding agdimstor her provided he or she gives the
Company an opportunity, at its own expense, to kaadd defend the same before he or she undettimkesdle and defend it on his or her
own behalf. The foregoing right of indemnificatishall not be exclusive of any other rights of imiéfication to which such persons may be
entitled under the Company’s or any of its applieaubsidiaries’ Articles of Incorporation or Bylayjas a matter of law, or otherwise, or any
power that the Company or any of its applicablesgliaries may have to indemnify them or hold theamtiess.




10.6 FRACTIONAL SHARES . No fractional shares of stock shall be issuatithe Committee shall determine, in its
discretion, whether cash shall be given in liefraftional shares or whether such fractional shelinedl be eliminated by rounding up or down
as appropriate.

10.7 GOVERNMENT AND OTHER REGULATIONS . The obligation of the Company to transfer shafeStock shall be
subject to all applicable laws, rules, and regatadj and to such approvals by government agensiesag be required. The Company shall be
under no obligation to register, under the Seasgifict of 1933, as amended, or any other federstlabe securities laws, any of the shares of
Stock transferred under the Plan. If the sharasyrader the Plan may in certain circumstancesdeengt from registration under the Securi
Act of 1933, as amended, or applicable state l#vesCompany may restrict the transfer of such shiareuch manner as it deems advisable to
ensure the availability of any such exemption.

10.8 RECOVERY . Plan benefits shall be subject to recovery lBy@Gompany under any clawback, recovery, recoupuorent
similar policy hereafter adopted or continued by @ompany, whether in connection with Section 954h® Dodd-Frank Wall Street Reform
and Consumer Protection Act, as amended from tintiente, or otherwise required by law.

10.9 GOVERNING LAW . The Plan and the terms of all Options shalldrstrued in accordance with and governed by the

laws of the Commonwealth of Pennsylvania withoggrd to rules of choice of law or conflict of lavexcept to the extent such laws may be
pre-empted by the federal laws of the United Stafesmerica.
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Exhibit 10.%
AMENDED AND RESTATED
CUSTOMERS BANCORP, INC.
2004 INCENTIVE EQUITY
AND
DEFERRED COMPENSATION PLAN

ARTICLE 1
PURPOSE

1.1 GENERAL . The purpose of the Amended and Restated Custddaancorp, Inc. 2004 Incentive Equity and Deferred
Compensation Plan (the “Plan”) is to promote thecess and enhance the value of Customers Bancarthe “Company”) by linking the
personal interests of directors, employees, offieerd executives of the Company and Subsidiaridseo€ompany (“Subsidiaries”) to those of
Company shareholders and by providing such indalglwith an incentive for outstanding performanterider to generate superior returns to
shareholders of the Company. The Plan is furtitended to provide flexibility to the Company ahéd Subsidiaries in their ability to motiva
attract, and retain the services of directors, eyg®s, officers, and executives upon whose judgnmaetest, and special effort the successful
conduct of the Company’s and the Subsidiaries’ aji@ns are largely dependent.

ARTICLE 2
EFFECTIVE DATE AND TERM

2.1 EFFECTIVE DATE . The Plan became effective as of September 61,20& date it was approved by the shareholders of
the Bank (the “Effective Date”). The Plan has basrended by the Board to reflect the terms of tha Bf Merger and Reorganization
approved by the shareholders of the Bank, whiclatmeceffective as of September 17, 2011.

2.2 TERM . Unless sooner terminated by the Board, the gtafl terminate on the Plan Termination Date, amdwards may
be granted under the Plan thereafter. The terinimaf the Plan shall not affect any Award thabigstanding on the termination date, without
the consent of the Participant.

ARTICLE 3
DEFINITIONS AND CONSTRUCTION

3.1 DEFINITIONS . When a word or phrase appears in this Plan tiv@hinitial letter capitalized, and the word or g does
not commence a sentence, the word or phrase shadrally be given the meaning ascribed to it i 8&ction or in Sections 1.1 or 2.1 unless a
clearly different meaning is required by the contekhe following words and phrases shall havefttiewing meanings:

(@) “Award” means any Option, Stock Appation Right, Restricted Stock Award, Unrestric&tdck Award, or
Performance-Based Award granted to a Participadé¢utine Plan.

(b) “Award Agreement” means a writing,sach form as the Committee in its discretion spdkcribe, evidencing an
Award.

(c) “Bank” means Customers Bank.

(d) “Board” means the board of directofshe Company.

(e) “Cause” means actions of or failwett by a Participant which would authorize théditure of fringe benefits or

other remuneration under his or her written cotoh@mployment with the Company or a Subsidiaryifdhere is no written contract of
employment, and with respect to non-employee Darsct(i) willful misconduct materially injurious tthe Company or a Subsidiary; (ii)
dishonesty, (iii) the commission of a crime, o) @oss negligence of the Participant in the penfmice of his or her duties.




® “Change in Control” means:

1) the acquisition by a person or persaisg in concert of the power to vote twenty-fpercent (25%) or
more of a class of the Company’s voting securities;

(2) the acquisition by a person of the pote direct the Company’'management or policies, if the Board or
Company'’s or a Subsidiary’s primary federal requidtas made a determination that such acquisitiostéutes or will constitute an
acquisition of control of the Company or a Subsigiar the purposes of the Change in Bank Contretl & other similar law and the
regulations thereunder;

3) during any period of two (2) conséeeityears, individuals who at the beginning of spehiod constitute
the members of the Board cease, for any reasa@orstitute at least a majority thereof, unlessefleetion of each director who was not a
director at the beginning of such period has bggmaved in advance by directors representing at kee-thirds (2/3) of the directors then in
office who were directors in office at the begirmiof the period; provided, however, that for pugmsf this clause (3), each director who is
first elected to the Board (or first nominated bg Board for election by the shareholders) withapproval of at least two-thirds (2/3) of the
directors who were directors at the beginning efitleriod shall be deemed to be a director at tgsbimg of the two-year period,;

4 the Company shall have merged intoamsolidated with another corporation, or mergeattzer
corporation into the Company, on a basis whereby tlean fifty percent (50%) of the total voting gowef the surviving corporation is
represented by shares held by persons who werelsiiders of the Company immediately before the ereog consolidation; or

(5) the Company shall have sold to amopleeson substantially all of the Company’s assets.

The term “person” refers to an individual, corp@at partnership, trust, association, joint venty®ol, syndicate, sole proprietorship,
unincorporated organization or other entity.

(9) “Code” means the Internal Revenue GafdEd86, as amended, and regulations promulgatatnder.

(h) “Committee” means the committee of Buard described in Article 4.

0] “Company” means Customers Bancom, |

)] “Covered Employee” means an Employ® is a “covered employee” within the meaning e€t®n 162(m) of the
Code.

(k) “Deferred Compensation Account” me#ms bookkeeping account established for each Raatitpursuant to

Section 12.2 of this Plan.

)] “Director” means a member of the Babar
(m) “Disability” shall have the meaning $etth in Section 22(e)(3) of the Code.
(n) “Distribution Event” means an eventaasult of which a Participant is entitled togi@e the balance of his or her

Deferred Compensation Account pursuant to Sectib8 a&f this Plan, namely (i) with respect to a Rgrant who is an employee of the
Company or a Subsidiary and the portion of hisesreferred Compensation Account attributable tévamard or other compensation earned
as an employee, the date the Participant termimages her employment with the Company or a Suasjdand (ii) with respect a Participant
who is a Director and the portion of his or her &efd Compensation Account attributable to an Awmardther compensation earned as a
Director, the earlier of (A) the date the Participerminates his or her service as a Directo(Bdthe Participant’s attainment of the age
specified (not younger than age 55) in an eledbom filed by the Participant with the Committeesath time as he or she first becomes
eligible to defer compensation pursuant to Artitkeof this Plan.




(0) "Employee" shall mean an individualonib an employee of the Company or a Subsidiargugdneral common le
principles. An individual who is an "Employee," s defined, may also be a member of the Boardeobtfard of directors of a Subsidiary (but
not a Non-Employee Director).

(p) “Exchange Act” means the Securitiesliange Act of 1934, as amended, and the regulgtiammulgated
thereunder.

(a) “Fair Market Value” means, as of ariyem date, the fair market value of Stock on aipaldr date determined in
accordance with the requirements of Section 42hefCode.

) “Incentive Stock Option” means an Optthat is intended to meet the requirements ofiGe 422 of the Code or
any successor provision thereto.

(s) “Non-Employee Director” means a memifehe Board who is not an Employee.
® “Non-Qualified Stock Option” means @ption that is not intended to be an IncentivacBOption.
(u) “Option” means a right granted to atlegant under Article 7 of the Plan to purchasec® at a specified price

during specified time periods. An Option may khei an Incentive Stock Option or a Non-Qualifigdc® Option.

(v) “Participant” means a person who, &iractor or an employee, officer, or executiveted Company or a
Subsidiary, has been granted an Award under the Bfavho has been designated as eligible to maladeztion to defer compensation under
this Plan.

(w) “Performance-Based Awards” means Stdalards granted to selected Covered Employees patda Article 9,
but which are subject to the terms and conditi@dath in Article 10. All Performance-Based Awlarare intended to qualify as
“performance-based compensation” under Sectionmpaf the Code.

(x) “Performance Criteria” means theemia that the Committee selects for purposes abdishing the Performance
Goal or Performance Goals for a Participant foed®mance Period. The Performance Criteria thihtoe used to establish Performance
Goals may include, but shall not be limited to, onenore of the following: pre- or after-tax natreings, sales growth, operating earnings,
operating cash flow, working capital, return on ass$ets, return on stockholders’ equity, returassets, return on capital, Stock price growth,
stockholder returns, gross or net profit margimnigs per share, price per share of Stock, anéte@hahare, any of which may be measured
either in absolute terms or as compared to angimental increase or as compared to results ofragpeep. The Committee shall, within the
time prescribed by Section 162(m) of the Code,ndefin an objective fashion the manner of calcuiptire Performance Criteria it selects to
for such Performance Period for such Participant.

) “Performance Goals” means, for a Berfance Period, the goals established in writingheyCommittee for the
Performance Period based upon the Performancei@ritbepending on the Performance Criteria usezbstablish such Performance Goals,
Performance Goals may be expressed in terms o&lb¥&wmpany performance or the performance of &itin, business unit, or an
individual. The Committee, in its discretion, mayithin the time prescribed by Section 162(m) &f ode, adjust or modify the calculation of
Performance Goals for such Performance Perioddardp prevent the dilution or enlargement of flgats of Participants (i) in the event of, or
in anticipation of, any unusual or extraordinarypmrate item, transaction, event, or developmantij)an recognition of, or in anticipation of,
any other unusual or nonrecurring events affedtiegCompany, or the financial statements of the @amy, or in response to, or in anticipat
of, changes in applicable laws, regulations, actiogmprinciples, or business conditions.




(2) “Performance Period” means the onmore periods of time, which may be of varyimgl @verlapping durations,
as the Committee may select, over which the attairiraf one or more Performance Goals will be meastor the purpose of determining a
Participant’s right to, and the payment of, a Penfance-Based Award.

(aa) “Plan” means the Amended and Redt&ustomers Bancorp, Inc. 2004 Incentive Equity Referred
Compensation Plan as set forth herein.

(bb) “Plan Termination Date” means th&edhat is ten (10) years after the Effective Date.

(cc) “Restricted Stock Award” means &tgcanted to a Participant under Article 9 thadtibject to certain restrictions
and to risk of forfeiture.

(dd) “Stock” means the common stock & @ompany and such other securities of the Compaapother entity
which may be substituted for Stock pursuant tocletil3.

(ee) “Stock Appreciation Right” or “SARfieans a right granted to a Participant under kr8cto receive a payment
equal to the difference between the Fair Marketgaf a share of Stock as of the date of exerdiigedSAR over the grant price of the SAR,
all as determined pursuant to Article 8.

(f) “Stock Award” means a Restricteth& Award or an Unrestricted Stock Award.

(99) “Subsidiary’'means a subsidiary corporation with respect toGbewpany as described in Section 424(f) of
Code.

(hh) “Unrestricted Stock Award” means tgranted to a Participant under Article 9 thaias subject to restrictions

or a risk of forfeiture.

ARTICLE 4
ADMINISTRATION

4.1 COMMITTEE; BOARD APPROVAL . The Plan shall be administered by the Committdéch shall be the
Compensation Committee of the Board. Notwithstagdiny other provision of the Plan, during any getin which the Company may be
subject to the Exchange Act, either: (i) the Conteritshall consist of at least two individuals aadremember of the Committee shall qualify
as a Non-Employee Director; or (ii) (A) at leasbtmembers of the Committee must qualify as Non-Eyge Directors, (B) any member of
the Committee who does not qualify as a “Non-EmePirector” may not participate in any actiontod Committee with respect to any
Option awarded under the Plan, and (C) the Plalh lsbh@eemed to be administered by the full Bo#rd,actions of the Committee under the
Plan shall be deemed merely advisory to the Baard the Board’s approval shall be required foaetlons of the Committee under the Plan,
including without limitation the grant of each AwdarTo the extent necessary or desirable (as magtemined by the Board from time to
time) each member of the Committee shall also fuat an “outside director” under Code Section i§24nd the regulations issued
thereunder. The members of the Committee shalt mesh additional criteria as may be necessanesirable to comply with regulatory or
stock exchange rules or exemptions. The Compahypay all reasonable expenses of the Committee.




4.2 AUTHORITY OF COMMITTEE . Subject to any specific designation in the Ptha,Committee (or the Board, in cases
where the Board administers the Plan pursuant¢tid®e4.1) has the exclusive power, authority aisgretion to:

(@) Designate Participants to receive Alsa

(b) Determine the type or types of Awatelbe granted to each Participant;

(c) Determine the number of Awards tagbented and the number of shares of Stock to wéaicAward will relate;
(d) Determine the terms and conditionarmmf Award granted under the Plan including butlinsited to, the exercise

price, grant price, or purchase price, any resrstor limitations on the Award, any schedulelfgrse of forfeiture restrictions or restrictions
on the exercisability of an Award, and acceleragionwaivers thereof, based in each case on suddidayations as the Committee in its sole
discretion determines;

(e) Amend, modify, or terminate any oatgting Award, with the Participant’'s consent unibesCommittee has the
authority to amend, modify, or terminate an Awaiithaut the Participant’s consent under any othewigion of the Plan.

® Determine whether, to what extent] ander what circumstances an Award may be sétt|eat the exercise price
of an Award may be paid in, cash, Stock, other Alsaor other property, or an Award may be cancédtateited, or surrendered;

(9) Prescribe the form of each Award Agnent, which need not be identical for each P psit;

(h) Decide all other matters that mustibgermined in connection with an Award;

0] Establish, adopt, revise, amend scied any guidelines, rules and regulations asaif deem necessary or advise
to administer the Plan; and

()] Interpret the terms of, and rule oy anatter arising under, the Plan or any Award A&grent;

(k) Make all other decisions and deterrtiores that may be required under the Plan or a€tramittee deems

necessary or advisable to administer the Planydiat) but not limited to, the determination of whest and to what extent any Performance
Goals have been achieved; and

)] Retain counsel, accountants and otbesultants to aid in exercising its powers andy@@g out its duties under the
Plan.

4.3 DECISIONS BINDING . The Committee’s interpretation of the Plan, amards granted under the Plan, any Award
Agreement and all decisions and determinationdhibyCommittee with respect to the Plan shall (ifrappd or ratified by the Board during any
period when the Board is deemed to administer e pursuant to Section 4.1) be final, binding, aodclusive on all parties and any other
persons claiming an interest in any Award or uriderPlan.

ARTICLE 5
SHARES SUBJECT TO THE PLAN

51 NUMBER OF SHARES . Subject to adjustment provided in Section 16&,aggregate number of shares of Stock res
and available for grant under the Plan, in additmany shares of Stock that become available &gar of the lapse of an Award granted prior
to the Effective date, shall be 500,000 shares.




5.2 LAPSED AWARDS . To the extent that an Award terminates, is chedeexpires, lapses or is forfeited for any reaso
including, but not limited to, the failure to acthéeany Performance Goals, any shares of Stock dubj¢he Award will again be available for
the grant of an Award under the Plan; however,eshanbject to an Award granted prior to the Effecate may not again be available for the
grant of an Award after the Plan Termination Date.

5.3 STOCK DISTRIBUTED . Any Stock distributed pursuant to an Award mawsist, in whole or in part, of authorized and
unissued Stock, treasury Stock or Stock purchasg¢deoopen market.

5.4 LIMITATION ON NUMBER OF SHARES SUBJECT TO AWARDS . Notwithstanding any provision in the Plan to
contrary, and subject to the adjustment in Sec®Ai, but subject to any restrictions of applicdhie and the other terms and conditions of the
Plan, the maximum number of shares of Stock wisipeet to Options and Stock Appreciation Rights thay be granted to any one Participant
during a fiscal year of the Company shall be 83 &3dres.

ARTICLE 6
ELIGIBILITY AND PARTICIPATION

6.1 ELIGIBILITY . Employees and Non-Employee Directors shall herg@lly eligible to receive Awards under the Pldn
making determinations regarding the potential bligy of any Employee or Non-Employee DirectoretBoard may take into account the
nature of the services rendered by such Employ&oorEmployee Director, their present and potemtiatributions to the Company’s or the
Bank's success and such other factors as the Ctaeniitits discretion shall deem relevant.

6.2 ACTUAL PARTICIPATION . Subject to the provisions of the Plan, the Cott@mimay, from time to time, select from
among all eligible individuals those to whom Awasd&ll be granted and shall determine the natuleaarount of each Award. No individual
shall have any right to be granted an Award unkisrRlan.

ARTICLE 7
STOCK OPTIONS
7.1 GENERAL . The Committee is authorized to grant OptionRaaticipants on the following terms and conditions:
(@) EXERCISE PRICE. The exercise prieeghare of Stock under an Option shall be the Maiket Value as of the
date of grant.
(b) TERM OF OPTION. No Option shall besecisable after the date that is 10 years frond#te it is granted.
(c) TIME AND CONDITIONS OF EXERCISE. Esept as provided herein, the Committee shall detegrttie time or

times at which an Option may be exercised in wioole part. The Committee shall also determinepdormance or other conditions, if any,
that must be satisfied before all or part of ani@piay be exercised. An Option will lapse imméeliaif a Participant’s employment or
service as a Director is terminated for Cause.

(d) TRANSFERABILITY. Each Option grantedder the Plan shall, by its terms, not be traable otherwise than by
will or the laws of descent and distribution. Nahstanding the foregoing, or any other provisidthis Plan, a Participant who holds Options
may transfer such Options (but not Incentive StOgkions) to his or her spouse, lineal ascendaneslldescendants, or to a duly established
trust for the benefit of one or more of these imtlials. Options so transferred may thereafterdngsterred only to the Participant who
originally received the grant or to an individualtaust to whom the Participant could have initighansferred the Options pursuant to this
Section 7.1(d). Options which are transferred pams to this Section 7.1(d) shall be exercisabléheytransferee according to the same terms
and conditions as applied to the Participant (f@neple, such Options shall terminate automaticaibgn the termination of employment or
service as a Director of the Participant for Cause)




(e) PAYMENT. An Option shall be exeradey giving a written notice to the Chief Execut®éicer of the Company
stating the number of shares of Stock with resfmeathich the Option is being exercised and contajrsiuch other information as the
Committee may require and by tendering paymenttbez with a cashier's check, certified check, ithwxisting holdings of Stock held for
more than six months. In addition, if the term&@tock Option so provide, the optionee may payeiezcise price by directing the Company
to withhold from those shares of Common Stock #iatld otherwise be received upon the exercisesfSfock Option that number of shares
of Common Stock having an aggregate fair markeievak of the date of exercise equal to the Stodlo@p exercise price, or the applicable
portion of the Stock Option’s exercise price if @ck Option is not exercised in full. The shasE€ommon Stock so withheld shall not be
deemed to have been issued for purposes of thegatgrshare limitation set forth in Section 4, abov

® EVIDENCE OF GRANT. All Options shdle evidenced by an Award Agreement. The Awarde&gent shall
include such additional provisions as may be sptlly the Committee.

7.2 INCENTIVE STOCK OPTIONS . Incentive Stock Options shall be granted onlgngployees of the Company or
“subsidiary corporations” with respect to the Comypawithin the meaning of Section 424 of the Caate] the terms of any Incentive Stock
Options granted under the Plan must comply withfeéllewing additional rules, which in case of caaflshall control over other provisions of
this Plan that might otherwise be applicable:

(@) EXERCISE. In no event may any InaenStock Option be exercisable for more than tesry from the date of its
grant.

(b) INDIVIDUAL DOLLAR LIMITATION. The agyregate Fair Market Value (determined as of the tam Award is
made) of all shares of Stock with respect to whitlentive Stock Options are first exercisable Baaticipant in any calendar year may not
exceed $100,000 or such other limitation as impdse8ection 422(d) of the Code, or any successmrigpon. To the extent that Incentive
Stock Options are first exercisable by a Partidipaexcess of such limitation, the excess shaltdresidered Non-Qualified Stock Options.

(c) TEN PERCENT OWNERS. An Incentive &t®ption shall be granted to any individual whiothee date of grant,
owns stock possessing more than ten percent abtakcombined voting power of all classes of stoEkhe Company only if such Option is
granted at a price that is not less than 110% of\Warket Value on the date of grant and the Optexercisable for no more than five years
from the date of grant.

(d) RIGHT TO EXERCISE. During a Partiaif’s lifetime, an Incentive Stock Option may berised only by the
Participant.
ARTICLE 8
STOCK APPRECIATION RIGHTS
8.1 GRANT OF SARS. The Committee is authorized to grant SARs tdi€lpants on the following terms and conditions:

(@) RIGHT TO PAYMENT. Upon the exercisiea Stock Appreciation Right, the Participant thom it is granted has
the right to receive the excess, if any, of:

(1) The Fair Market Value of a share tfcR on the date of exercise; over




(2) The grant price of the Stock Appréocia Right as determined by the Committee, whichllstot be less
than the Fair Market Value of a share of Stockhlendate of grant.

(b) OTHER TERMS. All such Awards shadl bvidenced by an Award Agreement. The terms, oakstbf exercise,
methods of settlement, form of consideration pagabkettlement, and any other terms and conditidagy Stock Appreciation Right shall be
determined by the Committee at the time of the gpdthe Award and shall be reflected in the AwAgteement, except that in all events a
Stock Appreciation Right granted in tandem withimeentive Stock Option shall be exercisable onlyewkhe underlying Incentive Stock
Option may be exercised. For purposes of the RI&tpck Appreciation Right shall be considereldagranted in tandem with an Incentive
Stock Option if the exercise of one results in atomatic forfeiture of the other, or if the exercisf one results in the automatic exercise of the
other.

ARTICLE 9
STOCK AWARDS

9.1 GRANT OF STOCK . The Committee is authorized to grant Unrestd&@&ck Awards and Restricted Stock Awards to
Participants in such amounts and subject to suaistand conditions as determined by the Commitfdesuch Awards shall be evidenced by
an Award Agreement.

9.2 ISSUANCE AND RESTRICTIONS . An Unrestricted Stock Award may provide for anisfer of shares of Stock to a
Participant at the time the Award is granted, ondty provide for a deferred transfer of sharesto€tiSsubject to conditions prescribed by the
Committee. Restricted Stock Awards shall be suligesuch restrictions on transferability and risk$orfeiture as the Committee may
impose. These restrictions and risks may lapsaraggly or in combination at such times, under stidumstances, in such installments, or
otherwise, as the Committee determines at the dgiiniee grant of the Award or thereafter.

9.3 FORFEITURE . Except as otherwise determined by the Committdébe time of the grant of the Award or thereaftgror
termination of employment or service as a Directianing the applicable restriction period, Stockjeubto a Restricted Stock Award that is at
that time subject to restrictions shall be forféjtprovided, however, that the Committee may prewdany Restricted Stock Award that
restrictions or forfeiture conditions relating teetStock will be waived in whole or in part in txent of terminations resulting from specified
causes, and the Committee may in other cases \iawhole or in part restrictions or forfeiture catmhs relating to the Stock.

9.4 CERTIFICATES FOR RESTRICTED STOCK . Restricted Stock Awards granted under the Play ne evidenced in
such manner as the Committee shall determineertfficates representing shares of Stock subjeBestricted Stock Awards are registered in
the name of the Participant, certificates must la@eaaippropriate legend referring to the terms, itimmd, and restrictions applicable to such
shares, and the Bank may, at its discretion, rgthaysical possession of the certificate until sticte as all applicable restrictions lapse.

ARTICLE 10
PERFORMANCE-BASED AWARDS

10.1 PURPOSE. The purpose of this Article 10 is to provide Bemmittee the ability to qualify the Awards undeticle 9 as
“performance-based compensation” under Sectionmipaf the Code. If the Committee, in its discratidecides to grant a Performari8ase(
Award to a Covered Employee, the provisions of Mriticle 10 shall control over any contrary prowisicontained in Article 9.

10.2 APPLICABILITY . This Article 10 shall apply only to those CowtEemployees selected by the Committee to receive
Performance-Based Awards. The Committee maysidigicretion, grant Awards other than Performanased Awardsto Covered
Employees that do not satisfy the requirementhisfArticle 10. The designation of a Covered Ergplbas a Participant for a Performance
Period shall not in any manner entitle the Paréiotio receive an Award for the period. Moreodasignation of a Covered Employee as a
Participant for a particular Performance Periodlstw@ require designation of such Covered Emplogea Participant in any subsequent
Performance Period and designation of one Covengpld&yee as a Participant shall not require designatf any other Covered Employees as
a Participant in such period or in any other period




10.3 DISCRETION OF COMMITTEE WITH RESPECT TO PERFORMANCE AWARDS . With regard to a particular
Performance Period, the Committee shall have falirdtion to select the length of such PerformdPeeod, the type of Performance-Based
Awards to be issued, the kind and/or level of tefdtmance Goal, and whether the Performance Gdalapply to the Company or any
division or business unit thereof or to particiRarticipants or other individuals.

104 PAYMENT OF PERFORMANCE -BASED AWARDS . Unless otherwise provided in the relevant Awagileement, a
Participant must be employed by the Company orlsifliary on the last day of the Performance Paxdok eligible for a Performance-Based
Award for such Performance Period. In determinifrggactual size of an individual Performance-Basedrd, the Committee may reduce or
eliminate the amount of the Performance-Based Awarded for the Performance Period, if in its sold absolute discretion, such reduction
or elimination is appropriate.

10.5 SHAREHOLDER APPROVAL . The Board shall disclose to the shareholdeth®fCompany the material terms of any
Performance-Based Award, and shall seek approvaieoshareholders of the Performance-Based Awdaddany Stock is transferred to a
Participant, or before any restrictions with resgecsame lapse, pursuant to the Award. The Coteenghall certify that the Performance G
with respect to any Performance - Based Award theen achieved before any Stock is transferredParticipant, or before any restrictions
with respect to same lapse. Such disclosure, appamd certification shall be effected in accoawith the requirements of Section 162(m)
(4)(C) of the Code.

ARTICLE 11
PROVISIONS APPLICABLE TO AWARDS

11.1 STAND-ALONE AND TANDEM AWARDS . Awards granted under the Plan may, in the digoref the Committee,
be granted either alone, in addition to, or in &ndwvith, any other Award granted under the Planafls granted in addition to or in tandem
with other Awards may be granted either at the stime as or at a different time from the grantwdts other Awards.

11.2 EXCHANGE PROVISIONS . The Committee may at any time offer to exchamgieuy out any previously granted
Award for a payment in cash, Stock, or another Aljhased on the terms and conditions the Comnidg&=rmines and communicates to the
Participant at the time the offer is made.

11.3 TERM OF AWARD . The term of each Award shall be for the perisdletermined by the Committee, provided that in
no event shall the term of any Incentive Stock @ptir a Stock Appreciation Right granted in tandeith an Incentive Stock Option exceed a
period of ten years from the date of its grant.

11.4 LIMITS ON TRANSFER . No right or interest of a Participant in any Adanay be pledged, encumbered, or
hypothecated to or in favor of any party other tttaCompany, or shall be subject to any lien,gation, or liability of such Participant to any
other party other than the Company; provided, h@rehat the foregoing shall not be deemed to inaply obligation of the Company to lend
against or accept a lien or pledge of any Awardafoy reason. No Award shall be assignable or fieaaisle by a Participant other than by will
or the laws of descent and distribution, except tthe Committee, in its discretion, may permit atiegpant to make a gratuitous transfer of an
Award that is not an Incentive Stock Option or acBtAppreciation Right granted in tandem with acelntive Stock Option to his or her
spouse, lineal descendants, lineal ascendantsjuly @stablished trust for the benefit of one @renof these individuals.




115 BENEFICIARIES . Notwithstanding Section 11.4, a Participant mfgnd to the extent, and in such manner as may be
determined by the Committee from time to time, deate a beneficiary to exercise the rights of thei€ipant and to receive any distribution
with respect to any Award upon the Participant’atde A beneficiary, legal guardian, legal repréatwve, or other person claiming any rights
under the Plan is subject to all terms and condltiof the Plan and any Award applicable to thei€pant, except to the extent the Plan and
Award otherwise provide, and to any additionalniegbns deemed necessary or appropriate by thendiiee. If no beneficiary has been
designated or survives the Participant, paymerit shanade to the Participant’s estate. Subjetitédforegoing, if a Participant is entitled to
designate a beneficiary, a beneficiary designatiay be changed or revoked by a Participant atiamy ih accordance with any procedures or
conditions established by the Committee from timérhe, provided the change or revocation is filéth the Committee.

11.6 STOCK CERTIFICATES . Notwithstanding anything herein to the contrding Company shall not be required to issue
or deliver any certificates evidencing shares otktpursuant to the exercise of any Awards, urdessuntil the Board has determined, with
advice of counsel, that the issuance and delivesych certificates is in compliance with all appble laws, regulations of governmental
authorities and, if applicable, the requirementarof exchange on which the shares of Stock aedlist traded as well as the terms of this Plan
and any other terms, conditions or restrictions thay be applicable. All Stock certificates det@ under the Plan are subject to any stop-
transfer orders and other restrictions as the Careendeems necessary or advisable to comply witleilaé state, or foreign jurisdiction,
securities or other laws, rules and regulationsthedules of any national securities exchangeutoraated quotation system on which the
Stock is listed, quoted, or traded. The Committes place legends on any Stock certificate to egfee restrictions applicable to the Stock. In
addition to the terms and conditions provided heréie Board may require that a Participant maloh seasonable covenants, agreements, anc
representations as the Board, in its discretioapdeadvisable in order to comply with any such |aegulations, or requirements.

ARTICLE 12
DEFERRAL OF COMPENSATION

121 RIGHT TO DEFER COMPENSATION .

(@) TYPES OF DEFERRALS. Any Participdesignated by the Board or by the Committee magtéb defer (i) all
or any portion of the Participant's salary, (iiygrercentage of a fiscal year bonus determinedheyBbard or other duly constituted authority
delegate to be payable to such Participant, grafiior any portion of the Participant’'s direcwfees. Such election shall remain in force fb
future years, to the extent applicable, until miedifor revoked. In addition, the Committee, inditscretion, may permit a Participant to elec
defer his or her receipt of the payment of castinerdelivery of shares of Stock that would otheeade due to such Participant pursuant to an
Award. Any election under this Section 12.1 shallmade by written notice delivered to the Boar@ommittee, specifying the amount (or
percentage) of salary and/or bonus and/or dirédiees and/or the Award to be deferred.

(b) TIMING OF ELECTIONS. A Participantay, at any time within 30 days of first becominggiélle to participate i
this Plan, make an election to defer salary orotiinés fees earned after such election. Any ineeear decrease in future deferrals of salary or
director’s fees earned during a calendar year fmeishade prior to such calendar year. A Participsayt make an initial election to defer a
bonus for a fiscal year, or may elect to increasgegrease the amount of a fiscal year bonus ttefered, if such election is made prior to
such fiscal year. A Participant may make an edectd defer the receipt of cash or shares of Sttlokrwise payable or transferable to the
Participant pursuant to an Award in accordance thighterms of such Award.
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12.2 DEFERRED COMPENSATION ACCOUNTS .

(@) ESTABLISHMENT OF ACCOUNTS. A Defed€ompensation Account in the name of each Paatitiprho has
elected to defer compensation under the Plan Bhaktablished and maintained as a special ledgeuat on the books of the Company. On
the last day of each calendar month in which sadairectors fees deferred under this Plan would have becayalpe to a Participant (in t
absence of an election to defer payment therdaf)amount of such deferred salary or director’s #&all be credited to the Participant's
Deferred Compensation Account. On the last dah®imonth in which the bonuses deferred undeRlza would have become payable to a
Participant in the absence of an election to defégment thereof, the amount of such deferred behal be credited to the Participant's
Deferred Compensation Account. On the last dag®imonth in which an Award would have otherwisedmee payable or transferable to a
Participant in the absence of an election to defeeipt thereof, the amount of such deferred Avesall be credited to the Participant’s
Deferred Compensation Account.

(b) DEEMED INVESTMENT OF ACCOUNT BALANCE.

(1) Except as otherwise provided bytdrens of an Award, the Participant shall, at theetiof making a
deferred compensation election under this Plan enaakelection directing the Company to credit sBleferred Compensation Account in that
calendar year based upon the options made avaliglitee Board or designated Committee which optioay include either cash, Stock, or a
combination of cash and Stock equal in value taatheunt of the current year's salary or bonus dedarnder the Plan. In addition to cash or
Stock, the Board or the Committee may offer toRketicipant such deemed investment options aslt dacide are appropriate. Such
investment options may include deemed investmenitsdividual stocks or bonds, mutual funds, anchsaiber investment options as the Bc
or Committee may choose. The Board or Committedl abt be required to offer the same deemed imvest options to each Participant but
may restrict certain investment options to desiga&articipants. In the absence of a contrarytieleby a Participant, the amount credited
Deferred Compensation Account shall be creditechab.

(2) If the Participant directs that aamyiount credited to the Deferred Compensation addminredited in the
form of Stock, the Board shall credit to the DederCompensation Account sufficient shares of Seapkal in value to the Deferred
Compensation Account balance, or such lesser anasuthte Participant shall direct. The value ohs8tock shall be determined in accorda
with a valuation methodology approved by the Baartly the Committee. Except as provided in Sectidd, such Stock credited to the
Deferred Compensation Account shall merely constitubookkeeping entry of the Company, and (exagirovided herein) the Participant
shall have no voting, dividend, or other legal coomic rights with respect to such Stock. Atehe of each fiscal quarter, an amount
equivalent to all dividends which would otherwise/b been payable with respect to such Stock shaltdudited to the Deferred Compensation
Account as additional Stock. The amount of thei€ipant's Deferred Compensation Account that éited as cash shall accrue interest at a
rate no less than the money market deposit acecatentharged by the Bank to its depositors (as satehmay change from time to time) and
shall not exceed the highest rate paid on IndiViRedirement Accounts (“IRAs”) by the Bank plus twercent (2%). Such interest with
respect to a Deferred Compensation Account shalkédited to such account quarterly, based on tighted average daily prime rate or the
IRA rate for the three (3) month period ending loa flast day of the quarter.

3) The Participant shall elect the portof their deferral to be allocated to Stock astrar such other option
as made available by the Board at the time of ngp&urch election to defer compensation. Such dllmtanay not be amended with respect to
such deferral without the approval of the Committéay allocation to Stock shall be paid in thenfioof Stock. No Participant will be granted
the right to take payment of the Stock in cashemathan in shares.

4) If, at any time, the deferral of arficipant is allocated to Stock, and such Pariefwould otherwise be

deemed to have violated the short-swing profitsufSection 16(b) of the Exchange Act through salldtation, the allocation to Stock shall
be void and such allocation shall default to cash.
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12.3 PAYMENT OF DEFERRED COMPENSATION .

(@) IN GENERAL. Amounts credited to arficipant’s Deferred Compensation Account shalphgable upon the
Participant’s Distribution Event. The Participahill determine the method of distributing the amsun the Deferred Compensation Account
at the time the first election to participate ie fAlan is made, which shall be either a singleidigion or a series of up to ten (10) consecutive,
substantially equal annual installments paid tdhdRarticipant or his or her beneficiary, as theeaaay be, on or before January 15 of each
year, commencing in the year following the Disttibn Event. If no such election is made, the mdtbbdistribution shall be determin
solely by the Board. If the Participant has elddtereceive installment distributions, and lesmtthe full value of the Participant's Deferred
Compensation Account balance has been distribited the date of his or her death, the balancd Baglaid to the Participaistbeneficiary ir
accordance with the same method in effect at titciant’s death, except that the beneficiary may elech thié consent of the Committee
receive the balance of the Deferred Compensati@oéat in a single lump sum. For purposes of thigcke 12, a Participant’s “beneficiary”
shall mean the person or persons designated yatieipant pursuant to Section 11.5 of this Ptanin the absence of such designation or if
no such person survives the Participant, the Raatit’'s estate. If any portion of the Participauiteferred Compensation Account is credited
with Stock, then distributions from that portiontbe Deferred Compensation Account shall be madetly in the form of
Stock. Undistributed amounts shall continue toéaterest or accrue dividends, as the case magsherovided in accordance with this Plan.

(b) MODIFICATION OF PAYMENT TERMS. A Ptcipant may change a Distribution Election at ¢ime at least
sixty (90) days prior to a Distribution Event.

(c) CHANGE IN CONTROL. In the event oCdange in Control, a Participant shall be permitteelect to receive a
distribution of all or a portion of his or her Defed Compensation Account, provided that any siettien hereunder must be made within the
period commencing thirty days prior to such Chaing@ontrol and ending on the date of such Changgointrol. Any distribution pursuant to
this Section 12.3(c) shall be made (i) in the fafhecash and/or Stock as his or her Deferred CongtiemsAccount is allocated and (i) within
seven (7) days subsequent to the Change in Control.

(d) HARDSHIP DISTRIBUTION IN THE CASE OFNANCIAL EMERGENCY. Prior to the time a Deferred
Compensation Account of a Participant would otheeddecome payable, the Committee, in its soleetiscr, may elect to distribute all or a
portion of the Deferred Compensation Account ingkient such Participant requests a distributionelagon of severe financial hardship. For
purposes of this Plan, severe financial hardshill fle deemed to exist in the event the Commitigerchines that a Participant needs a
distribution to meet immediate and heavy finanoizéds resulting from a sudden or unexpected illoesscident of the Participant, or a
member of his or her family, loss of the Particigmproperty due to casualty, or other similar @atdinary and unforeseeable circumstances
arising as a result of events beyond the contrthefParticipant. A distribution based on finahbi@dship shall not exceed the amount
required to meet the immediate financial need ecthy the hardship. In the event the Participaatrisember of the Committee making such
determination, the Participant shall not particgpiatthe decision by the Committee.

12.4 TRUST PROVISIONS .

(@) ESTABLISHMENT OF TRUST. The Compangy in its sole discretion establish one or mausts to provide a
source of payment for its obligations under thenRlad such trust shall be permitted to hold catltkS or other assets to the extent of the
Company’s obligations hereunder. The Bank mayjsnot required to, utilize a single trust witlspect to its obligations to Participants who
are members of the Board and Participants who@renembers of the Board. The accounts of mulfjaédicipants may be held under a single
trust but in such event each account shall be aggdgmaintained and segregated from each otheuatc
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(b) CLAIMS OF THE COMPANY'S CREDITORS. lllassets held by any account or trust createduneier and all
distributions to be made by the Company any trustee pursuant to this Plan and any trusteagent shall be subject to the claims of general
creditors of the Company, including judgment creditand bankruptcy creditors. The rights of aiBigeint or his or her beneficiaries in or to
any assets of the trust shall be no greater ttanghts of an unsecured creditor of the Company.

125 NON-ASSIGNMENT . No right or interest of any Participant or argrgon claiming through or under such Participant in
the Participant’s Deferred Compensation Accountl flgaassignable or transferable in any mannerewsubject to alienation, anticipation, sale,
pledge, encumbrance or other legal process (inoduelkecution, levy, garnishment, attachment, bgstkyy or otherwise) or in any manner be
subject to the debts or liabilities of such Paptieit. If any Participant or any such person shté#impt to or shall transfer, assign, alienate,
anticipate, sell, pledge or otherwise encumbephiger benefits hereunder or any part thereoff, loy reason of his or her bankruptcy or other
event happening at any time such benefits wouldldewpon anyone else or would not be enjoyed bydri her, then the Committee, in its
discretion, may terminate his or her interest ip such benefit to the extent the Committee considecessary or advisable to prevent or limit
the effects of such occurrence. Termination dhmkffected by filing a written declaration of témation with the Committee’s records and
making reasonable efforts to deliver a copy to featticipant or any such other person or his oldgal representative. As long as any
Participant is alive, any amounts affected by #renination shall be retained by the Company ottingtee of any trust established pursuant to
Section 12.4 of this Plan and, in the Committeafe and absolute discretion, may be paid to or eapeé for the benefit of such Participant, his
or her spouse, his or her children, or any othesgreor persons in fact dependent upon him orrhsuch a manner as the Committee shall
deem proper.

ARTICLE 13
CHANGES IN CAPITAL STRUCTURE

13.1 GENERAL .

(@) SHARES AVAILABLE FOR GRANT. In thesent of any change in the number of shares of Stotktanding by
reason of any stock dividend or split, recapitdi@a merger, consolidation, combination or exclenfishares or similar corporate change, the
maximum aggregate number of shares of Stock wihaet to which the Committee may grant Awards dtebppropriately adjusted. In the
event of any change in the number of shares ofkSiatstanding by reason of any other event or &etien, the Committee may, but need not,
make such adjustments in the number and classaoéslof Stock with respect to which Awards may tated as the Committee may deem
appropriate.

(b) OUTSTANDING AWARDS — INCREASE OR DEERSE IN ISSUED SHARES WITHOUT
CONSIDERATION. Subject to any required action bg shareholders of the Company, in the event ofrargase or decrease in the number
of issued shares of Stock resulting from a subidimisr consolidation of shares of Stock or the peghof a stock dividend (but only on the
shares of Stock), or any other increase or deciigaadbe number of such shares effected withoutipt@e payment of consideration by the
Company, the Committee shall proportionally adjbstnumber of shares of Stock subject to eachandsig Award and the exercise price per
share of Stock of each such Award.

(c) OUTSTANDING AWARDS — CERTAIN MERGERSSubject to any required action by the sharehsldéthe
Company, in the event that the Company shall bestingiving corporation in any merger or consolidat{except a merger or consolidation
result of which the holders of shares of Stock ikeceecurities of another corporation), each Awautstanding on the date of such merger or
consolidation shall pertain to and apply to theuséies which a holder of the number of sharestotk subject to such Award would have
received in such merger or consolidation.

(d) OUTSTANDING AWARDS — CERTAIN OTHER TANSACTIONS. In the event of (i) a dissolution or
liguidation of the Company, (ii) a sale of all abstantially all of the Company’s assets, (iii) arger or consolidation involving the Company
in which the Company is not the surviving corparator (iv) a merger or consolidation involving tBempany, or any other reorganization
transaction in which the Company is the surviviogporation but the holders of shares of Stock rkecsecurities of another corporation and/or
other property, including cash, the Committee sliralits absolute discretion, have the power to:
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(1) cancel, effective immediately priorthe occurrence of such event, each Award outstgrichmediately
prior to such event (whether or not then exerciglaind, in full consideration of such cancellatipay to the Participant to whom such Award
was granted an amount in cash, for each shareook Stibject to such Award, respectively, equah®éaxcess of (A) the value, as determined
by the Committee in its absolute discretion, of pheperty (including cash) received by the holdea share of Stock as a result of such event
over (B) the exercise of such Award; or

(2) provide for the exchange of each Ahautstanding immediately prior to such event (Wwkebr not then
exercisable) for an option, a stock appreciatighttirestricted stock award, performance share@&waaperformance-based award with respect
to, as appropriate, some or all of the propertyafbich such Award is exchanged and, incident tloematke an equitable adjustment as
determined by the Committee in its absolute digmnah the exercise price or value of the optidnck appreciate right, restricted stock award,
performance share award or performance-based awang number of shares or amount of property stilbjethe option, stock appreciation
right, restricted stock award, performance sharardwr performance-based award or, if appropriatayide for a cash payment to the
Participant to whom such Award was granted in phdbnsideration for the exchange of the Awarchror combination thereof.

(e) OUTSTANDING AWARDS — OTHER CHANGESn the event of any other change in the capitdbradf the
Company or corporate change other than those ggadhyifreferred to in this Article, the Committeeag in its absolute discretion, make such
adjustments in the number and class of sharesatubjéwards outstanding on the date on which sEnge occurs and in the per share
exercise price of each Award as the Committee noagider appropriate to prevent dilution or enlargehof rights.

® NO ADDITIONAL SHAREHOLDER APPROVAL RRUIRED IN CERTAIN CASES. Except to the extent
required by applicable law, no adjustment in thenbar of shares subject to outstanding Awards, analdjustment in the number of shares
available for grant under this Plan, shall reqaidéitional shareholder approval, and all such giadjustments shall be deemed approved by
the approval of this Plan, to the extent that sadjustment, whether automatic or discretionarpr@gportional to and accompanies an
equivalent adjustment in the number of shares Iiglithe Company’s shareholders.

(9) NO OTHER RIGHTS. Except as expregsiyvided in the Plan, no Participant shall have réghts by reason of
any subdivision or consolidation of shares of stotkny class, the payment of any dividend, anyease or decrease in the number of sha
stock of any class or any dissolution, liquidatiorerger, or consolidation of the Company or angptiorporation. Except as expressly
provided in the Company, no issuance by the Compéshares of stock of any class, or securitiewvedible into shares of stock of any class,
shall affect, and no adjustment by reason therealf be made with respect to, the number of shafr&ock subject to an Award or the exer
price of any Award.

ARTICLE 14
AMENDMENT, MODIFICATION, AND TERMINATION

141 AMENDMENT, MODIFICATION, AND TERMINATION . At any time and from time to time, the Board may
terminate, amend or modify the Plan; provided, hevethat the Board shall not, without the affiridatvote of the holder of a majority of the
shares of each class of voting stock of the Bard&erany amendment which would (i) abolish the Cottemiwithout designating such other
committee, change the qualifications of its mempersvithdraw the administration of the Plan frassupervision, (ii) except strictly as anc
the extent provided in this Plan and permitted jyliaable law, increase the maximum number of shaf&tock for which Awards may be
granted under the Plan, (iii) amend the formuladietermination of the exercise price of Optiong) éixtend the term of the Plan, and (v) an
the requirements as to the employees eligibledeive Awards; and further provided that no otheeadment shall be made without
shareholder approval to the extent shareholdema&ppis necessary to comply with any applicable, leasgulations or stock exchange rule.
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14.2 AWARDS PREVIOUSLY GRANTED . Except as otherwise provided in the Plan, indgdvithout limitation, the
provisions of Article 13, no termination, amendmemtmodification of the Plan shall adversely affiecany material way any Award
previously granted under the Plan, without thetemittonsent of the Participant.

ARTICLE 15
GENERAL PROVISIONS

15.1 NO RIGHTS TO AWARDS . No Participant, employee, or other person diele any claim to be granted any Award
under the Plan, and neither the Company, a Sulbgida@ the Committee is obligated to treat Partois, employees, and other persons
uniformly.

15.2 NO STOCKHOLDERS RIGHTS . No Award gives the Participant any of the righits stockholder of the Company
unless and until shares of Stock are in fact issaetich person in connection with such Award.

15.3 WITHHOLDING . The Company or a Subsidiary shall have the aityhand the right to deduct or withhold, or requa
Participant to remit to the Company or a Subsidiaryamount sufficient to satisfy Federal, state, lacal taxes (including the Participant’s
FICA obligation) required by law to be withheld tvitespect to any taxable event arising as a restiis Plan. A Participant may elect to h
the Company withhold from those shares of Stockwlmald otherwise be received upon the exercissngfOption, a number of shares having
a Fair Market Value equal to the minimum statutmnyount necessary to satisfy the Company’s or ai@iabgs applicable federal, state, local
and foreign income and employment tax withholdibjgations.

154 NO RIGHT TO EMPLOYMENT OR SERVICES . Nothing in the Plan or any Award Agreement shebrfere with or
limit in any way the right of the Company, a Sulitks or any of their affiliates or subsidiaries¢rminate any Participant’'s employment or
services at any time, nor confer upon any Partitipay right to continue in the employ of the Compaa Subsidiary or such affiliates or
subsidiaries.

15.5 INDEMNIFICATION . To the extent allowable under applicable lavchemember of the Committee or of the Board
shall be indemnified and held harmless by the Comend any of its applicable subsidiaries from bsg, cost, liability, or expense that may
be imposed upon or reasonably incurred by such raeimlkconnection with or resulting from any claiaction, suit, or proceeding to which he
or she may be a party or in which he or she maymaved by reason of any action or failure to actler the Plan and against and from any
and all amounts paid by him or her in satisfactibjudgment in such action, suit, or proceedingirgtehim or her provided he or she gives the
Company an opportunity, at its own expense, to leaad defend the same before he or she undettakesmdle and defend it on his or her
own behalf. The foregoing right of indemnificatishall not be exclusive of any other rights of imehéfication to which such persons may be
entitled under the Company’s or any of its applieadubsidiaries’ Articles of Incorporation or Bylayas a matter of law, or otherwise, or any
power that the Company or any of its applicablesgliries may have to indemnify them or hold theamfiess.

15.6 FRACTIONAL SHARES . No fractional shares of stock shall be issuatitae Committee shall determine, in its
discretion, whether cash shall be given in liefraftional shares or whether such fractional shelnedl be eliminated by rounding up or down
as appropriate.

15.7 GOVERNMENT AND OTHER REGULATIONS . The obligation of the Company to make paymerawérds in Stoc
or otherwise shall be subject to all applicabledamles, and regulations, and to such approvafgolbgrnment agencies as may be
required. The Company shall be under no obligatioregister, under the Securities Act of 1933amended, or any other federal or state
securities laws, any of the shares of Stock pagkuthe Plan. If the shares paid under the Plgnimeertain circumstances be exempt from
registration under the Securities Act of 1933, mgrded, or applicable state laws, the Company estyict the transfer of such shares in such
manner as it deems advisable to ensure the av#jlaifiany such exemption.
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15.8 RECOVERY . Plan benefits shall be subject to recovery by them@any under any clawback, recovery, recoupment or
similar policy hereafter adopted or continued by @ompany whether in connection with Section 95thefDodd-Frank Wall Street Reform
and Consumer Protection Act, as amended from tintiente, or otherwise as required by law.

15.9 GOVERNING LAW . The Plan and the terms of all Awards shall bestmed in accordance with and governed by the

laws of the Commonwealth of Pennsylvania withoggrd to rules of choice of law or conflict of lavexcept to the extent such laws may be
pre-empted by the federal laws of the United Statésmerica.




Exhibit 10.1!

CUSTOMERS BANCORRP, INC.
BONUS RECOGNITION AND RETENTION PROGRAM

Effective January 1, 2011

ARTICLE |
PURPOSE

The purpose of this Plan is to provide specifieddfiés to a select group of management and hightypensated Employees who
contribute materially to the continued growth, depenent and future business success of CustomersoBa, Inc. and its Subsidiaries that are
Employers under this Plan from time to time.

ARTICLE Il
DEFINITIONS

For purposes of this Plan, unless otherwise clegrparent from the context, the following phramed terms shall have the indicated
meanings:

2.1 “Annual Deferral Account” means, lwiespect to an individual who is a Participantdaiven Plan Year, an unfunded
account established on the books of the Compamsctard the notional investment and reinvestmethefdeferred Bonus, the Matching
Amount, and any earnings thereon, as describeddtidh 4.4 below. Such accounts will be estabtidloe each Plan Year in which an
individual actively participates in the Plan.

2.2 “Bank” means Customers Bank, a Pgrasia Bank.

2.3 “Beneficiary” means the person arspes designated as such under a valid BenefiBiasjgnation Form. For purposes of
the preceding sentence the term “person” shalugeln individual, trust and estate. In defauli @&lid Beneficiary Designation Form, a
Participant’s Beneficiary shall be his or her estat

2.4 “Beneficiary Designation Form” meaugh form as shall be prescribed from time to toméhe Committee for purposes of
permitting a Participant to specify who should reeghe balance in his or her Annual Deferral Aatigs) in the event of his or her death prior
to the receipt thereof. No such form shall bedraliless it is signed and filed with the Commiiteeits designee) prior to the death of a
Participant.

25 “Board” means the Board of Directofshe Company.

2.6 “Bonus” means the amount payablentindividual with respect to any relevant calengar, other than regular salary,
wages and perquisites, under such incentive coraiengplan or other bonus program established &yEtinployer.

2.7 “Cause” means actions of or failiract by a Participant which would authorize tbéditure of fringe benefits or other
remuneration under his or her written contractrapyment with the Employer or, if there is no weit contract of employment, (i) the willful
material failure to perform the duties to the Enyglorequired of the Participant (other than anyhdiadure resulting from incapacity due to
physical or mental illness of the Participant otenial changes in the direction and policies ofBmard of Directors of the Employer), if such
failure continues for fifteen (15) days after atvem demand for substantial performance is deltvépghe Participant by the Employer which
specifically identifies the manner in which it islieved that the Participant has failed to attetagterform his duties hereunder; (ii) the willful
engaging by the Participant in misconduct matsrialurious to the Employer; (iii) receipt by therployer of a notice (which shall not have
been appealed by the Participant or shall haverhedinal and nomppealable) of any governmental body or entity igwurisdiction over th
Employer requiring termination or removal of thetigpant from his then present position, or reteipa written directive or order of any
governmental body or entity having jurisdiction ottlee Employer (which shall not have been appeljeRarticipant or shall have become
final and non-appealable) requiring terminatiomeanoval of the Participant from his then presersifmn; or (iv) personal dishonesty,
incompetence, willful misconduct, willful breach fiduciary duty involving personal profit or contien of a felony. For purposes of this
paragraph, no act, or failure to act, on the Fgditt's part shall be considered "willful" unlelesme or omitted to be done by the Participant in
bad faith and without reasonable belief that hisoacor omission was in the best interest of EmployAny act or omission to act by the
Participant in reliance upon a written opinion otinsel to the Employer shall not be deemed to Heulvi




2.8 “Change in Controffieans (a) there occurs a merger, consolidatiother business combination or reorganization to t
the Company is a party, whether or not approveatirance by the Board, in which (i) the membersiefBoard immediately preceding the
consummation of such transaction do not constautejority of the members of the Board of the r@sglcorporation and of any parent
corporation thereof immediately after the consunimmadf such transaction, and (ii) the shareholdéthe Company immediately before such
transaction do not hold more than fifty perce®® of the voting power of securities of the resgitcorporation; (b) there occurs a sale,
exchange, transfer, or other disposition of sultstiy all of the assets of the Company to anothaity, whether or not approved in advance
the Board (for purpose of this Plan, a sale of ntloa@ one-half of the branches of the Bank woultstitute a Change in Control, but for
purposes of this paragraph, no branches or asfetevdeemed to have been sold if they are lehse#t contemporaneously with or promptly
after their sale); (c) a plan of liquidation orttution is adopted for the Company; or (d) durdmg 12-month period, any “person” or any
group of “persons” (as such term is defined in Best13(d) and 14(d) of the Exchange Act), othantthe holders of shares of the Company’s
common stock immediately prior to the commencenoéstich 12-month period, is or shall become then&ieial owner” (as defined in Rule
13d-3 under the Exchange Act), directly or indihgadf securities of the Company representing 50%nore of the combined voting power of
the Company'’s then outstanding securities.

2.9 “Code” means the Internal RevenudeCaf 1986, as amended and as the same may helmafienended.

2.10 “Committee” means the compensatianrodtee of the Board or such other committee as beagppointed by the Board to
administer this Plan. Such term also includesathele Board to the extent it takes action with egdfgo administrative or operational matters
relating to the Plan.




2.11 “Common Stock” means the voting own stock of the Company, or such other securitiegke Company as may be
substituted therefor.

2.12 “Company” means Customers Bandoip, and any successor thereto.

2.13 “Deferral Election” means an irreable election by a Participant, on a form presatiby the Committee, to defer receipt
of a portion of his or her Bonus for a given cal@ngear.

2.14 “Disability” means a physical ormte impairment with respect to which a Participgnalifies for permanent disability
benefits under his or her Employer’s long-term Wiy plan, or, if such Participant does not peigate in such a plan, such an impairment that
qualifies as “permanent and total disability” un@ade Section 22(e)(3).

2.15 “Effective Date” means January@1 P

2.16 “Employee” means an individual i@ common law employee of any Employer.

2.17 “Employer” means the Company andfor Subsidiary of the Company that has been ssldnt the Board as eligible to
have certain of its management and highly compedgagrsonnel participate in the Plan.

2.18 “ERISA” means the Employee Retiratrlacome Security Act of 1974, as amended anti@same may hereafter be
amended.

2.19 “Exchange Act” means the Securiigshange Act of 1934, as amended and as the saypdeneafter be amended.

2.20 “Fair Market Value” means, wittspect to Common Stock, (a) if the Common Stoclkéslily tradable on an established

securities market, the closing price on the datgedérmination, or the last trading day precedirggdate of determination if the date of
determination is not a trading date, or (b) if @@mmon Stock is not readily tradable on an estabtissecurities market, the value determined
by application of a reasonable valuation methoddet! by the Committee.

2.21 “Matching Amount” means, with respt® the amount of a Bonus deferred for any ygea Participant, an amount equal
to 100% of such deferred Bonus amount.

2.22 “Participant” means an individudiaWi) has executed and timely filed a Deferralditen Form with the Committee (or
its designee) and (ii) remains an Employee onotf has a balance standing to his or her credihéor more Annual Deferral Accounts. Such
term also includes a deceased Participant’s Bdaagfiovho is entitled to a Plan benefit, until sudnefit is paid.




2.23 “Payment Election” means an electan a form prescribed by the Committee, by ai@pént as to when the vested
balance in one of his or her Annual Deferral Acdsighall be paid. A separate Payment Electiorl beahade with respect to each Deferral
Election and shall be subject to the same timimglirements and revocation restrictions as the spmeding Deferral Election pursuant to
Section 3.2 below.

2.24 “Plan” means the Customers Bandoip,Bonus Recognition and Retention Program &eeeed by this document and
as the same may hereafter be amended.

2.25 “Plan Year” means a calendar yeasuch other fiscal year as may be designatetidioard from time to time.

2.26 “Retirement” means the voluntarp&ation from Service by a Participant on or adgginment of age sixty-five (65).
2.27 “Securities Act” means the Secesithct of 1933, as amended and as the same magfteertse amended.

2.28 “Separation from Service,” in these of any Participant with respect to his or hepByer, shall have the same meaning

as the meaning set forth in regulations promulghatethe United States Treasury Department undetid®e409A of the Code.

2.29 “Subsidiary” means a subsidianpooation, as defined in Code Section 424(f), that subsidiary of the corporation to
which reference is being made.
2.30 “Year of Service” means a one-y@aiod of continuous employment by one or more Exygals.
ARTICLE llI

SELECTION. ELIGIBILITY AND ENROLLMENT

3.1 Selection and Eligibility of Paifiants: Participation in the Plan shall be limited toedest group of management and
highly compensated Employees, as determined b tmemittee in its sole discretion. From that graime, Committee shall select, in its sole
discretion, the Employees who shall be eligiblpacticipate in the Plan from time to time. The Camys Chief Executive Officer shall at all
times be deemed eligible to participate in the Plan

3.2 Enroliment Requirement#\s a condition of Plan participation, each selddEmployee shall annually (or more
frequently) complete and return to the Committeité designee) such forms as it may prescribm fime to time. Each Deferral Election
shall be filed no later than, and shall be irre\meafter, December 31 prior to the calendar ydtr mespect to which any portion of the
relevant Bonus may be earned; provided, howevat,iththe event an Employee is hired during a Rear and is designated as being eligible
to participate for such year, such Employee maymence participation for such year by filing a Ded¢Election within thirty (30) days of
employment, which election shall be irrevocableméuch thirtieth (36") day. Each eligible Employee must file a new DefieElection for
each year with respect to which he or she desirdgefer receipt of a portion of a Bonus.




ARTICLE IV
PLAN CONTRIBUTIONS AND INVESTMENTS

4.1 Bonus Deferral A Participant may elect to defer receipt of lesis than 25%, nor more than 50%, of his or heruBon
payable with respect to each year of participation.

4.2 Allocation of Deferred BonusThat number of shares of Common Stock havingiaMarket VValue equal to the portion
the Bonus deferred by a Participant, measured #eeafate on which such portion of the Bonus wdade been paid to the Participant but for
the deferral, shall be allocated and recorded tArarual Deferral Account established by the Compianyhe year of deferral.

4.3 Allocation of Matching AmountAt the same time that shares of Common Stoclalémeated to an Annual Deferral
Account for a Participant pursuant to Section 48v&, a Matching Amount, in the form of the samenhar of shares of Common Stock so
allocated, shall be allocated and recorded by tragany to such Annual Deferral Account.

4.4 Notional Investments; ReinvestnwriEarnings. No trust or other segregated fund shall be ésheda to hold deferred
Bonus amounts, Matching Amounts, or shares of Com8tock allocated to Annual Deferral Accounts fartiipants pursuant to Section 4.2
and Section 4.3 above. Shares of Common Stockaa#id to Annual Deferral Accounts shall reflect eiethe notional investment of
Participants’ deferred Bonus amounts and theiraetbpe Matching Amounts. To the extent that a adisldend is paid with respect to the
Common Stock, each Annual Deferral Account shatdjeisted to reflect the notional reinvestmentugfsdividend on the dividend payment
date in additional shares of Common Stock as ifitheunt of the dividend had been paid on that nurabghares then allocated to the Annual
Deferral Account. Similarly, to the extent thadtack dividend is paid with respect to the Commuock each Annual Deferral Account shall
be increased by that number of additional shar€oaimon Stock which would have been paid on thatber of shares then allocated to the
Annual Deferral Account.

4.5 Effect on Deferral Election Uponrtaén Terminations of Employmentin the event a Participant files a Deferral Htac
and subsequently terminates as an Employee pribetdate Bonuses are paid for the relevant yeaeferral Election filed for such year
shall be administered as provided in this sectiolieu of any otherwise applicable provision oftRilan document. In such event, if (a) he or
she is entitled to a Bonus notwithstanding suchiteaition and (b) the termination of employmentésatibed in Section 5.2, 5.3 or 5.5 or
occurs following the event described in Section $ién such Bonus and the related Matching Amolall be distributed to such individual or
his or her Beneficiary in (i) cash or (ii) sharédsGmmmon Stock of equivalent Fair Market Value &the date such Bonus would otherwise be
paid in cash, at the Committee’s election, withdhddys following the date such year’s Bonuses are. p




ARTICLE V
VESTING

51 In General A Participant shall become 100% vested in anuahiDeferral Account on the fifth anniversary oé tttate of
the initial allocations to such account, providee,or she remains continuously employed by an Eyeplfsom the date of such initial
allocations to such fifth anniversary date.

5.2 Death; Disability Notwithstanding the provisions of Section 5rilthie event of the death of a Participant or the
termination of the Participant’s employment by mrasf Disability, he or she will thereupon becon@®% vested in each of his or her Annual
Deferral Accounts.

53 Retirement Notwithstanding the provisions of Section 5rithie event of the Retirement of a Participanthghe will
thereupon become 100% vested in each of his cAheunal Deferral Accounts.

5.4 Change in ControINotwithstanding the provisions of Section 5. BPaticipant shall become 100% vested in eachbt
her Annual Deferral Accounts upon the occurrenca Ghange in Control.

55 Involuntary TerminationNotwithstanding the provisions of Section 5riltlie event a Participant is involuntarily
terminated as an Employee, other than for Causar, torthe attainment of 100% vesting in any of diisier Annual Deferral Accounts, he or
she shall become 100% vested in each of the otkemadn-vested accounts.

5.6 Termination for Cause; Certain \falary Termination In the event a Participant is terminated as aplByee for Cause 1
voluntarily terminates as an Employee (other thanelason of Retirement) prior to the attainment@% vesting in an Annual Deferral
Account, then, in either case, he or she shalefbtifie balance in each such non-vested account.

ARTICLE VI
DISTRIBUTION OF BENEFITS

6.1 Distribution In GeneralFollowing the occurrence of an event occasiomimtistribution, the vested portion of a
Participant’s Annual Deferral Account shall be peichim or her or, in the case of death, his orBemeficiary. The number of days within
which payment shall be made shall be as set for8eiction 6.3.

6.2 Events Occasioning Distributiofror purposes of Section 6.1, each of the folhmshall be an event occasioning a
distribution with respect to a relevant Annual DedéAccount:

(@) If a Participant has in effect a valigyPhent Election with respect to such account piiagidor its distribution upo
100% vesting therein and satisfies the provisidrSeztion 5.1, such event shall be the fifth anrgaey of the initial funding of such account.




(b) If a Participant has in effect a val@yfhent Election with respect to such account piagidor its distribution upo
his or her Separation from Service and he or sperg@nces a Separation from Service after haviegipusly satisfied the provisions of
Section 5.1, such event shall be the date of Segaration from Service.

(c) If a Participant dies or Separatesif Service by reason of Disability, such eventldfeathe date of Separation
from Service.

(d) In the event of the Retirement &faaticipant, such event shall be the date of Ratrd.

(e) If a Participant has in effect a valigyPhent Election with respect to such account piiagidor its distribution upo

100% vesting therein and a Change in Control ogcsush event shall be the date of the Change imrGlo

® If a Participant has in effect digdPayment Election with respect to such accouatiging for its distribution
upon Separation from Service and he or she expar$ea Separation from Service after having preWyduscome 100% vested therein by
reason of a Change in Control, such event shatidelate of such termination.

(9) If a Participant is involuntarilyrteinated under circumstances described in Sectirsbich event shall be the date
of such Separation from Service.

(h) In the absence of a valid Paymeettbn with respect to an Annual Deferral Accouhg Participant shall be
deemed to have made an election to provide forilgigion of such account upon 100% vesting therein.

6.3 Time of Distribution Distributions of vested benefits from Annual Breél Accounts shall be made within ninety (90)
days following an event described in Section 6.8isected by the Company, but in no event laten thiarch 15 of the calendar year following
the calendar year in which such event occurs.

6.4 Mode of Distribution All Plan distributions shall be made in one lusym in Common Stock, except to the extent that
cash is to be distributed pursuant to Section Yai(ove.

ARTICLE VII
ADDITIONAL OPERATIONAL PROVISIONS

7.1 Status of Participants as CreditoParticipants in the Plan shall be general ungecaoreditors of each relevant Employer
with respect to their Plan benefits, and they dhalle no right to or interest in any specific asd¢he Company or any Employer. This Plan
shall at all times be an “unfunded plan” for purg@sf the Code and ERISA.

7.2 Income and Other Tax WithholdinBy agreeing to participate in the Plan, eachiépant authorizes the Employer to
make such tax withholdings with respect to amopaid or distributed to him or to her pursuant te ian as may be necessary to discharge it:
tax withholding obligations. Except to the extdmt cash is distributed to a Participant purst@section 4.5(i) above, tax withholding shall
be funded by means of a reduction in the numbshafes of Common Stock distributable to a Partigipa Beneficiary by that number of
shares having a Fair Market Value on the distributiate equal to the minimum amount of taxes reguio be withheld and the Employer’s
satisfaction of that amount through cash deposits.




ARTICLE VIII
ADMINISTRATION

8.1 In General The Plan shall be administered from time to thyehe Committee.

8.2 Meetings and ActionThe Committee shall hold such meetings at simebst as it deems necessary or appropriate for the
proper and efficient management and operationefian. Notices of meetings shall be given asigeavin guidelines adopted by the
Committee or as otherwise specified in relevanuduents pertaining thereto. Unless otherwise pexvid such documents, a majority of the
members of the Committee shall constitute a qudurholding a meeting, and binding action may bestaby a vote of a majority of those
Committee members present at such meeting.

8.3 Administration of Plan; Interprétet of Plan Document The Committee shall administer the Plan in adance with the
terms of this Plan document insofar as it is caaatswith the provisions of applicable law, inclogj without limitation, ERISA. In connection
with such administration, it may adopt such rulesterpretation as may be necessary or approptaatzcilitate the proper and
nondiscriminatory administration of the Plan.

8.4 Binding Effect of Committee Actioand DeterminationsUnless overridden by the Board, any action taken
determination made by the Committee shall be famal binding on the person affected; provided, harehat, prior to taking any action or
making any determination that may be adverse, iolevhr in part, to any person, the Committee shatbrd such person the right to be heard
with respect to such matter. The procedures tob@fed in connection therewith shall be governgalelaims procedure established for such
purpose and consistent with the claims procedweigions of ERISA.

8.5 Liability of Committee MembersNo member of the Committee shall be personallyié for any act or failure to act in
connection with the good faith administration of lan. Unless prohibited by law or the Compabydaws, in the event any such member is
nonetheless held so liable by a court of compéteisdiction or otherwise, the Company shall indégneuch member and hold him or her
harmless from any and all liability imposed witlspect to such administration, including, withouatitation, compensatory and punitive
damages, professional fees, and other relatedfepdeaket expenses.

ARTICLE IX
MISCELLANEOUS MATTERS

9.1 Amendment and TerminatiofThe Plan may be amended from time to time ang lmeaerminated at any time by
appropriate action of the Board; provided, howethat no such action shall be taken which (i) waddersely affect the rights of Plan
Participants with respect to their then Annual DxefieAccounts, or (ii) requires shareholder appitawnder applicable law until such approval
is secured . In the event of Plan terminatiorherduspension of Plan contributions, Participargg be required to satisfy the Plan’s vesting
requirements, as set forth herein, as a conditiesaaeiving a distribution from a given Annual Defd Account.




9.2 No Right to Continued EmploymerRarticipation in the Plan shall not give anytRgrant the right to remain in the
employ of his or her Employer or any company &fféid with such Employer, nor shall such particggatimit in any respect the right of such
Employer to terminate the Participant’s employregrany time and for any reason.

9.3 No Right to Continued Participatio&xcept in the case of the Company’s Chief Exeeudfficer, participation in the
Plan with respect to one Plan Year shall not dieRarticipant the right to participate in the Htaany future year.

9.4 Plan Independent of Other Plansfamangements This Plan is independent of and shall not bectdft by (a) any other
plans of deferred compensation which may be maiathby the Company or any of its Subsidiaries ftione to time, or (b) any deferred
compensation arrangements to which a Participagthea party.

9.5 Certain Securities Law Matters

(@) Distribution of Plan benefits mayswespended or modified to the extent necessargrply with any applicable
federal or state securities law.

(b) Shares of Common Stock distributeafthe Plan may be marked with such legend a€tmepany, after
consultation with counsel, deems necessary or gpipte to comply with any applicable federal oitstsecurities or other law.

9.6 Recovery Plan benefits shall be subject to recovery leyGompany under any clawback, recovery, recouporesitmilar
policy hereafter adopted by the Company, whetheoimection with Section 954 of the Dodd-Frank Vi&iteet Reform and Consumer
Protection Act, as amended from time to time, beowise as required by law.

9.7 Captions The captions of the several articles and sestifrthis Plan document have been inserted foreoience of
reference only and shall not be considered in timstruction hereof.

9.8 Number Words used herein in the singular shall incltideplural, as clearly appropriate, and vice versa
9.9 Applicable Law Except to the extent provided herein or othesvpiseempted by federal law, this Plan document bieal

construed, administered and enforced in accordaitbethe domestic internal law of the CommonwealtiPennsylvania.

9.10 Effective Date This Plan became effective as of January 1, 20t Plan has been amended by the Board to rédffiec
terms of the Plan of Merger and Reorganization apgnt by the shareholders of the Bank effectivef&eptember 17, 2011.




Exhibit 10.17

RESTRICTED STOCK UNIT AWARD AGREEMENT

THIS RESTRICTED STOCK UNIT AWARD AGREEMENT is ma@s of the day of , (thgfeement”),
by and between Customers Bancorp, Inc. (t@®fhpany”) and (theGrantee™).

WHEREAS, the Grantee is a valued employee of th@@my or one of its subsidiaries (th&mployer ”); and

WHEREAS, the Company maintains the Amended andaRssCustomers Bancorp, Inc. 2004 Incentive Equuity Deferred
Compensation Plan (thePfan”); and

WHEREAS, to reflect the non-cash portion of his i®for the year , and pursuant to the actafrtie Company’s Board of
Directors and the Committee established under ke, Fhe Company wishes to conditionally transigits to receive shares of common stock
of the Company to the Grantee pursuant to the tefrtige Plan, subject to the additional terms ammblitions set forth herein.

NOW, THEREFORE, the Company and the Grantee, immgn be legally bound, hereby agree as follows:
1. Subject to and as soon as practidabiteving the satisfaction of the vesting conditioget forth in Paragraph 2 below, the

Company shall transfer [ ()1 shares of the Company’s common stock, par v@lue0 per share (Award Shares
"), to the Grantee, at which time the Grantee shatiome the beneficial owner of the Award Shares.

2. (@) Subject to Paragrafiy) Below, the Grantee (or his estate if applieabhall be entitled to receive the Award
Shares on a date (the “Vesting Date”) that shathleeesarlier of (a) [ ], (b) the ddtthe Grantee’s death, (c) the occurrence of
the Grantee’s Disability, or (d) a “Change in Colitas defined in the Customers Bancorp, Inc. 281drk Option Plan.

(b) If the Grantee’s employment with tmployer is terminated for any reason other thathder Disability prior to
the Vesting Date, this Agreement shall automatid@liiminate, the Grantee shall forfeit all righeséunder, and no shares of common stock or
other consideration shall be transferred to Graptesuant to this Agreement.

3. Unless the Grantee and the Employdenagher arrangements satisfactory to the Compathyrespect to the payment of
withholding taxes, no Award Shares shall be tramséeto the Grantee pursuant to Paragraph 2(ayeabmtil the Grantee has delivered cas
the Company equal to the sum of the minimum amotiatl taxes required to be withheld and depositecbnnection with the transfer of the
Award Shares. The Grantee shall forfeit the AwBindres if neither such satisfactory arrangemestsnade or delivery of the requisite amc
of cash does not occur within sixty (60) days feilog the Vesting Date.

4. Nothing in this Agreement shall confipon Grantee any right to continue in the empliothe Employer, or shall interfere
with or restrict in any way the rights of such mer$o terminate Grantee’s employment at any timbjext to the terms of any employment
agreement by and between the Employer and Grantee.




5. This Award Agreement is subject to tifrens of the Plan, and the Grantee hereby ackmigekereceipt of a copy of the
Plan. Except as otherwise stated, all capitalizeths used herein and not defined herein shall tteveneanings set forth in the Plan.

6. This Agreement shall be governed leyshbstantive law of the Commonwealth of Pennsydyamithout giving effect to the
choice of law principles thereof.

The Company has executed this Agreement with intebe legally bound hereby, as of the first datefarth above.

CUSTOMERS BANCORP, INC

By:

GRANTEE

signature
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STOCK OPTION AGREEMENT

An option (“Option”) is hereby granted by Customers Bancorp, (tie “Company”) to the individual named belo{the
“Optionee”) , for and with respect to the [voting/non-votingjemon stock of the Company, one dollar ($1.00)vadue per sharé Common
Stock™) , subject to the following terms and conditions:

1.  Subject to the provisions set forth herein andi¢hms and conditions of the Customers Bancorp,28&0 Stock Optio
Plan(the “Plan”) , the terms of which are hereby incorporated by esfee, and in consideration of the agreements ab@gx herein provide
the Company hereby grants to Optionee an optigutchase from the Company the number of share®win@n Stock, at the purchase price
per share, and on the schedule, all as set foktlwbe

Name of Optionee

Option Price Per Shar

Date of Grant

Number of Share

2. At the time of exercise of the Optigayment of the purchase price must be made in @ably the delivery to tt
Company of other Common Stock owned by Optioneafdeast six months as of the date of exercidegdaat its fair market value on the ¢
of exercise, or in any combination of cash and stemmon Stock so valued. In addition, the Optiomes pay the purchase price by direc
the Company to withhold from those shares of Comi@twtk that would otherwise be received upon egeroff the Option that number
shares having an aggregate Fair Market Value #sedafate of exercise equal to the purchase pritieeo©ption, or the applicable portion of
purchase price if the Option is not exercised ih fu

3. This Option shall become vested aret@sable in accordance with the terms of Secti@fc)(1) and (2) of the Ple
respectively. In no event shall this Option bereisable after[ ]

4, The exercise of the Option is condiéid upon the acceptance by Optionee of the termephas evidenced by |
execution of this agreement in the space provitletefor at the end hereof and the return of anwgrdocopy to the Secretary of the Company.

5. In the event the Option shall be esed in whole, this agreement shall be surrendéoethe Company f
cancellation. In the event the Option shall bereised in part, or a change in the number of sharelesignation of the Common Stock sha
made, this agreement shall be delivered by Optidtadbe Company for the purpose of making appropnietation thereon, or of otherw
reflecting, in such manner as the Company shabrdghe, the partial exercise or the change in tinaber or designation of the Comn
Stock.




6. The Option shall be exercised in agance with such administrative regulations as tbm@ittee shall from time
time adopt.

7. The Optionee hereby acknowledges peadi a copy of the Plan, the terms of which areomporated herein |
reference.

8. Terms and phrases not expressly defimé¢his Agreement shall have the same meanineadefinitions set forth
the Plan. In all other respects, this Agreemeatl die construed, administered and governed underbg the laws of the Commonwealtt
Pennsylvania.

CUSTOMERS BANCORRP, INC.

By:

signature
The undersigned hereby accepts the foregoing Ogptidnthe terms and conditions here

OPTIONEE

signature




Exhibit 21.1
List of Subsidiaries of Customers Bancorp, Inc.

Name: Jurisdiction:

Customers Ban Pennsylvanii




Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXHANGE ACT OF 1934, AS AMENDED

[, Jay S. Sidhu, certify that:
1. I have reviewed this Annual Report on Form10fkCastomers Bancorp, Inc.;

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

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

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and
procedures (as defined in Exchange Act Rules13a}Es(d 15d-15(e)) and internal control over finahmporting (as defined in Exchange Act
Rules13a-15(f) and 15d-15(f)) for the registrard have:

(@) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifee designed
under our supervision, to ensure that materialrimégion relating to the registrant, including itmsolidated subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readersdsurance regarding the reliability of financégorting and the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registragislosure controls and procedures and presenttsi report our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of tHegeovered by this report based
such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an almaport) that has materially affected,
or is reasonabily likely to materially affect, thegistrant’s internal control over financial repodj and

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

(@) All significant deficiencies and material weakses in the design or operation of internal cootrer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and report financial
information; and

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a signiifiole in the
registrant’s internal control over financial repogt

/sl Jay S. Sidh

Jay S. Sidhi
Chairman and Chief Executive Offic

Date: March 20, 201




Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXHANGE ACT OF 1934, AS AMENDED

I, Thomas Brugger, certify that:
1. I have reviewed this Annual Report on Form10fkCastomers Bancorp, Inc.;

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

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and
procedures (as defined in Exchange Act Rules13a}Hs(d 15d-15(e)) and internal control over finahcéporting (as defined in Exchange Act
Rules13a-15(f) and 15d-15(f)) for the registrard have:

(&) Designed such disclosure controls and procsgorecaused such disclosure controls and procedoifee designed
under our supervision, to ensure that materialrinédion relating to the registrant, including itmsolidated subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isig prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of finanecegorting and the preparation of
financial statements for external purposes in ataoee with generally accepted accounting principles

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our
conclusions about the effectiveness of the dise®santrols and procedures, as of the end of tHegeovered by this report based
such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repogj and

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

(@) All significant deficiencies and material weakses in the design or operation of internal cootrer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and report financial
information; and

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a simifiole in the
registrant’s internal control over financial repogt

/sl Thomas Brugge

Thomas Brugger
Chief Financial Officer

Date: March 20, 201




Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&xxley Act of 2002

In connection with the annual report of Customeaia@®rp, Inc. (the “Corporation”) on Form X0for the period ending December 31, 2011
filed with the Securities and Exchange Commissiorthe date hereof (the “Report”), I, Jay Sidhu, i@han and Chief Executive Officer of the
Corporation, certify, pursuant to 18 U.S.C. 813®adopted pursuant to §906 of the Sarbanes-OxdegfA2002, that to the best of my
knowledge and belief:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExafeAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of
the Corporation.

Date: March 20, 201 /sl Jay S. Sidh
Jay S. Sidhu, Chairman and Chief Executive
Officer




Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xxley Act of 2002

In connection with the annual report of Customeasadrp, Inc. (the “Corporation”) on Form XOfor the period ending December 31, 2011
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, Thomas Brug@ief Financial Officer and Treasurer
of the Corporation, certify, pursuant to 18 U.S8C350, as adopted pursuant to 8906 of the Sarbariey-Act of 2002, that to the best of my
knowledge and belief:

(1) The Report fully complies with the requirensenf section 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of
the Corporation.

Date: March 20, 2012 /s/ Thomas Brugge
Thomas Brugger, Chief Financial Officer
and Treasurer




