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Form 10-Q

Quarterly report pursuant Section 13 or 15(d) of the Securities Exchange Act of 193
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filing requirements for the past 90 days. YE8 No O

Indicate by check mark whether the registrant na@smtted electronically and posted on its corpokibsite, if any, every Interactive Data File
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registrant was required to submit and post suels)il Yes No O
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET — UNAUDITED

(dollars in thousands, except share data)

ASSETS
Cash and due from ban
Interest earning deposi
Cash and cash equivalel
Investment securities available for sale, at faiue
Loans held for sale (including $840,425 and $1 238 of mortgage warehouse loans at fair valt
September 30, 2013 and December 31, 2012, resplgg!

Loans receivable not covered under Loss Sharingémgents with the FDIi
Loans receivable covered under Loss Sharing Agretnveth the FDIC
Less: Allowance for loan loss
Total loans receivable, net (excluding loans hefdstle)
FHLB, Federal Reserve Bank, and other si
FDIC loss sharing receivab
Bank premises and equipment,
Bank-owned life insuranc
Other real estate owned (2013 $7,839; 2012 $4,@08red under Loss Sharing Agreements with the FI
Goodwill and other intangible
Accrued interest receivable and other as

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities:
Deposits:
Demand, no-interest bearin
Interest bearini
Total deposit:
Federal funds purchas
Other borrowing
Subordinated det
Accrued interest payable and other liabilit
Total liabilities
Shareholde’ equity:
Preferred stock, no par value or as set by thedyd®0,000,000 shares authorized; none is
Common stock, par value $1.00 per share; 200,00Gb8res authorized; 24,741,542 shares issued and
24,693,923 outstanding at September 30, 2013 afa®7821 shares issued and 18,459,502 outstant
December 31, 201
Additional paid in capita
Retained earninc
Accumulated other comprehensive (loss) inct
Less: cost of treasury stock; 47,619 shares ae8dqar 30, 2013 and December 31, 2
Total shareholde’ equity
Total liabilities and shareholders equity

See accompanying notes to the unaudited consdiifia#ncial statements.
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September 3C December 31
2013 2012
$ 88,33 $ 12,90¢
167,32: 173,10¢
255,65! 186,01¢
497,56t 129,09:
917,93¢ 1,439,88!
2,018,53. 1,216,94
81,25¢ 107,52¢
(26,800) (25,83)
2,072,98 1,298,63!
19,113 30,16:
11,03¢ 12,34:
11,05¢ 9,672
85,99: 56,19:
13,60: 8,11«
3,68( 3,68¢
36,48¢ 27,43¢
$ 3,925,11, $3,201,23
$ 671,21 $ 219,68
2,572,10 2,221,13
3,243,31. 2,440,81
0 5,00(
235,25( 471,00(
2,00( 2,00(
55,66¢ 12,94
3,536,22 2,931,75!
0 0
24,74 18,50
306,18: 212,09(
61,997 38,31«
(3,53)) 1,064
(500) (500)
388,88! 269,47!
$ 3,925,111 $3,201,23.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME — UNAUDITED

(dollars in thousands, except share data)

Interest income
Loans held for sal
Loans receivable, taxable, including f
Loans receivable, n-taxable, including fee
Investment securities, taxat
Investment securities, n-taxable
Other
Total interest incom
Interest expens:t
Deposits
Federal funds purchas:
Borrowed funds
Subordinated det
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Nor-interest incom:e
Mortgage warehouse transactional f
Bank-owned life insuranc
Deposit fee:
Gain on sale of investment securit
Accretion of FDIC loss sharing receival
Gain (loss) on sale of loa
Other
Total nor-interest income
Non-interest expens
Salaries and employee bene
Occupancy
Professional service
Technology, communications and bank operat
FDIC assessments, taxes, and regulatory
Loan workoui
Advertising and promotio
Other real estate ownt
Loss contingenc
Stocl-offering expense
Other
Total nor-interest expens
Income before income tax exper
Income tax expens
Net income

Basic earnings per she
Diluted earnings per sha

See accompanying notes to the unaudited consdiifia#ncial statements.
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Three Months Ended

Nine Months Ended

September 30, September 30,
2013 2012 2013 2012
$ 9498 $162: $31,63¢ $ 4,11
22,36: 25,36¢ 57,48¢ 55,85(

122 55 291 11C
1,42: 80t 3,33¢ 5,93¢
0 21 0 64

14¢& 91 37C 22%
33,55! 27,96 93,02( 66,29¢
5,47( 5,191 15,74 15,68
20 5 99 8
1,041 194 1,60¢ 434
16 17 49 52
6,547 5,407 17,49¢ 16,18:
27,00 22,55¢ 75,52 50,11°
75C 10,11¢ 6,47( 14,65«
26,25¢ 12,43¢ 69,05. 35,46:
3,09( 3,34¢ 10,62¢ 8,82¢
61E 35¢ 1,65¢ 94¢
19¢€ 124 487 357

0 0 0 9,00¢

0 1,29¢ 3,722 1,951

(6) (72) 40z 26¢
95¢ 4,72 2,25: 5,38¢
4,85¢ 9,77 19,14¢ 26,74%
8,96: 5,97¢ 24,86¢ 17,07:
2,28¢ 1,70¢ 6,30¢ 4,937
1,191 81¢ 3,14¢ 2,47¢
1,121 69¢ 3,02: 2,037
1,10t 66¢ 3,51( 2,20t
92¢ 617 1,67¢ 1,51¢
45C 27C 97z 84¢€
401 (276) 962 53¢

0 0 2,00( 0

0 97 0 1,437
1,89¢ 1,42¢ 5,25¢ 4,14(
18,34 12,00¢ 51,72 37,20
12,76 10,21( 36,47 25,00:
4,49 3,57¢ 12,79¢ 8,751
$ 8,26¢ $ 6,63¢ $23,68! $16,25:
$ 034 $ 05 $ 11C $ 1.3¢
0.3< 0.51 1.07 1.3t
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME — U NAUDITED

(dollars in thousands)

Net income
Other comprehensive income (los
Unrealized holding gains (losses) on securitiesirgiduring the perio
Income tax effec
Unrealized holding gain on securities transferrednfthe hel-to-maturity category into th
availablefor-sale categor
Income tax effec
Reclassification adjustment for gains includedenincome
Income tax effec
Other comprehensive income (loss), net of
Comprehensive income

See accompanying notes to the unaudited consdiidiatencial statements.

5

Three Months Ended

Nine Months Ended

September 30, September 30,
2013 2012 2013 2012
$ 8,26¢ $ 6,63¢ $23,68: $16,25:

(10) 1,597 (7,079 2,22¢

3 (55¢) 2,47¢ (779

0 0 0 8,50¢

0 0 0 (2,97¢)

0 0 0 (9,00€)

0 0 0 3,152

(7) 1,03¢ (4,601) 1,12¢
$8261 $767¢ $19,08. $17,37¢
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY — UNAUDITED

(dollars in thousands, except share data)

Balance, January 1, 201.
Comprehensive incorr
Shar-baser-compensation expen
Common stock issued, net of co

Balance, September 30, 201

Balance, January 1, 201.

Comprehensive incorr

Shar-baser-compensation expen

Public offering of common stock, net of costs
$5,994

Exercise and redemption of warra

Issuance of common stock under s-baser-
compensation arrangemel

Balance, September 30, 201

For the Nine Months Ended September 30, 2013 and 2P

Accumulated

Other
Shares of Additional Comprehensive
Common Common Paid in Retained Treasury
Stock Stock Capital Earnings Income (Loss) Stock Total
11,347,68 $ 11,39F $ 12260. $ 14,49 $ (245) $  (500) $ 147,74t
16,25: 1,12¢ 17,37¢
1,61¢€ 1,61¢€
7,111,81! 7,112 87,65( 94,76
18,459,50 $ 18,507 $ 211,86¢ $ 30,74t $ 87¢ $ (500) $ 261,50:
Accumulated
Other
Shares of Additional Comprehensive
Common Common Paid in Retained Treasury
Stock Stock Capital Earnings Income (Loss) Stock Total
(dollars in thousands
18,459,50 $ 18,507 $ 212,09« $ 38,31« $ 1,06¢ $ (500) $ 269,47
23,68: (4,601) 19,08:
2,461 2,461
6,179,10 6,17¢ 91,32¢ 97,507
31,90« 32 76 10¢€
23,41 24 22¢ 252
2469392 $ 2474: $ 30618. $ 61,997 $ (353)$ (500 $ 388,88!

See accompanying notes to the unaudited consdiifia#ncial statements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS — UNAUDITED

(dollars in thousands)

Nine Months Ended September 3!

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net cashigeal by (used in) operating activitie
Provision for loan losse

Loss contingenc

Provision for depreciation and amortizat

Stocl-based compensatic

Deferred taxe

Net amortization of investment securities premiamd discount
Gain on sale of investment securit

Gain on sale of SBA loar

Origination/purchase of loans held for s

Proceeds from the sale of loans held for

Net increase in FDIC loss sharing receive

Amortization (accretion) of fair value discoul

Net loss on sales of other real estate ow

Impairment charges on other real estate ov

Change in investment in be-owned life insuranc

Increase in accrued interest receivable and ossats

Increase (decrease) in accrued interest payablethed liabilities

Net Cash Provided by (Used In) Operating Activities
Cash Flows from Investing Activities

Proceeds from maturities, calls and principal repeyts of investment securities available for :

Proceeds from sales of investment securities aifar sale

Purchases of investment securities available fler

Proceeds from maturities and principal repaymehisvestment securities held to matur
Net (increase) decrease in lo:

Purchase of loan portfoli

Proceeds from sales of SBA loc

Purchases of ba-owned life insuranc

Net proceeds from (purchases of) FHLB, Federal Redgank, and other stor
Reimbursements from the FDIC on loss sharing ageeés

Purchases of bank premises and equipt

Proceeds from sales of other real estate ov

Net Cash (Used In) Provided by Investing Activitie:

Cash Flows from Financing Activities

Net increase in deposi

Net decrease in sh-term borrowed fund

Proceeds from FHLB borrowing

Exercise and redemption of warra

Proceeds from issuance of I-term debt, net of deferred costs of $2,914 at Seipée 30, 201:
Net proceeds from stock offerit

Net Cash Provided by Financing Activities

Net Increase in Cash and Cash Equivalent

Cash and Cash Equivalent- Beginning

Cash and Cash Equivalent- Ending

Supplementary Cash Flows Information

Interest paic

Income taxes pai

Non-cash items:

Transfer of loans to other real estate ow

Transfer of held to maturity investments to avdédbr sale

See accompanying notes to the unaudited consdiifia@ncial statements.
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2013 2012
$ 23,68 $ 16,25
6,47( 14,65«
2,00( 0
2,11¢ 1,447
2,461 1,61€
(5) (1,117)
36¢ 2,897
0 (9,006)
(402) (26€)
(17,177,83) (7,305,33)
17,697,08 6,292,45:
(5,05¢) (4,537)
(724) (277
254 o8t
161 46¢
(1,65¢) (1,035)
(3,88¢) (1,081)
42,97¢ (2,190
588,01( (994,079
14,81¢ 26,48¢
0 306,61(
(390,73} (108,24
0 50,96¢
(638,99;) 302,27
(155,301) (63,24¢)
4,27¢ 3,68¢
(27,96¢) (10,000)
11,05( (76%)
6,13¢ 5,30¢
(2,740) (2,349
4,58z 7,38¢
(1,174,88) 518,12(
802,55t 765,13
(339,00() (300,00()
35,00( 0
10¢ 0
60,33¢ 0
97,50: 94,76
656,50 559,89
69,63 83,94(
186,01 73,57
$ 255,65 $ 157,51
$  17,26¢ $ 16,25
7,74¢ 12,62
$  10,25¢ $ 820
0 268,67
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED UNAUDITED FINANCIAL STATEMENT S

NOTE 1 — DESCRIPTION OF THE BUSINESS AND BASIS OF RRESENTATION

Customers Bancorp, Inc. (the “Bancorp” or “CustosriBancorp”) is a bank holding company engaged ikiog activities through its wholly owned
subsidiary Customers Bank (the “Bank”). In thedhguarter of 2013, Customers Bancorp also has mexdain equity investments through its wholly
owned subsidiaries CB Green Ventures Pte Ltd. doBIGndia Ventures Pte Ltd.

The unaudited consolidated financial statements haen prepared in conformity with accounting pples generally accepted in the United States
(“U.S. GAAP?”) for interim financial statements apdrsuant to the rules and regulations of the Seesitand Exchange Commission (“SEC”) for
interim reporting. Certain information and notecttisures normally included in annual financial etia¢nts prepared in accordance with U.S. GAAP
have been condensed or omitted pursuant to thtesand regulations, although the Bancorp beliévaisthe disclosures made are adequate to make
the information not misleading. The Bancorp’s uriadiconsolidated interim financial statementseetfall adjustments that are, in the opinion of
management, necessary for fair statement of thatsesf interim periods presented. Certain amowep®rted in the 2012 consolidated financial
statements have been reclassified to conform t@@48 presentation. These reclassifications dicsigutificantly impact the Bancorp’s financial
position or results of operations.

The accounting policies of Customers Bancorp, &mcl Subsidiaries, as applied in the consolidatetim financial statements presented herein, are
substantially the same as those followed on analrrasis as disclosed on pages 85 through 93 db@ess’ Annual Report on Form 10-K for the
fiscal year ended December 31, 2012. It is sugddht these financial statements be read in catipmwith the financial statements and the notes
thereto included in the latest Form 10-K.

Operating results for the three and nine-monthogsrended September 30, 2013 are not necessdibgafive of the results that may be expected for
the year ended December 31, 2013.

The Bancorp evaluated its September 30, 2013 ddaset financial statements for subsequent evantsigh the date the financial statements were
issued. The Bancorp is not aware of any additisnbsequent events which would require recognitradiszlosure in the financial statements.

NOTE 2 — ACQUISITION ACTIVITY
CMS Bancorp Acquisition

Effective April 22, 2013, the Bancorp entered iatbAmendment to the Agreement and Plan of Mergemgndment”)to that certain Agreement a
Plan of Merger, dated as of August 10, 2012 (“Mevggreement”), by and between the Bancorp and CMBcBrp, Inc. (“CMS”).

The Amendment extended from April 30, 2013 to Delsen81, 2013 the initial date at which, if the margf CMS with and into the Bancorp
pursuant to the Merger Agreement, as amended,diadased, either the Bancorp or CMS may termittaeAgreement, subject to the termination
date being extended until March 31, 2014 undeagedpecified circumstances.

The Amendment also updated the definitions of “CWuation” and “Customers Valuation,” establishihg valuation date for book value as of
March 31, 2013. The exchange ratio will remaindixmtil settlement, using the multiples of 0.95k @S common equity, and 1.25x for Custon
common equity for purposes of calculating the erglearatio.

Other key terms agreed to by the Bancorp and CMigine Amendment provided for:

. CMS's ability to have terminated the Merger &gment, as amended, exercisable at any time a&gr2d, 2013, if either (i) the Bancorp had
not made an investment in CMS of $1.5 million of SMreferred Stock, or (ii) the Bancorp and CMS matdagreed upon the terms of a $2.0
million senior secured lending facility that theri8arp will have made available to CM

. the Bancor’s payment of $300,000 to CMS as partial reimbursetive merge-related expenses incurred as of March 31, 2013
. the Bancorp to pay to CMS a termination fee of $illion in the event the Merger Agreement, as adegh) is terminated under cert:
provisions primarily relating to failure to consurate the Parent Merger due to -receipt of required government approvi

On May 22, 2013, the Bancorp purchased $1.5 milligB00 shares) of CMS Series A Noncumulative Regié’referred Stock, satisfying the first
obligation listed above. On April 23, 2013, the Barp paid to CMS $300,000, satisfying the secorlijation listed above. The third obligation has
not been triggered at this time.
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Acacia Federal Savings Bank Acquisit

On April 4, 2013, Customers Bancorp, Inc., Acadie lnsurance Company (“Acacia”) and Ameritas Lifisurance Corp. (together with Acacia,
“Sellers”) announced their mutual decision, dudetays in the receipt of regulatory approvals,toaxtend the term of that certain Stock Purchase
Agreement, dated as of June 20, 2012, as amendin &y certain Amendment to Stock Purchase Agregmiated as of December 18, 2012,
Amendment No. 2 to Stock Purchase Agreement dated Zanuary 30, 2013, and Amendment No. 3 to Starkhase Agreement dated as of
February 28, 2013, by and among the Company anerSéhe “Purchase Agreement”). Instead, on Apr2013, the parties entered into a
Termination and Non-Renewal Agreement to termittaePurchase Agreement and the transactions colawdghereby (the “Termination
Agreement”). Each party will bear its own costs argenses in connection with the terminated traiwaavithout penalties. The parties mutually
agreed that the termination was in each comparegsihterest. Costs related to the acquisition eeen expensed.

New England Commercial Lending Acquisit

On March 28, 2013, Customers Bank completed thehase of certain commercial loans from MichiganeldaBlagstar Bank. Under the terms of the
agreement, Customers Bank acquired $182.3 miliimoimmercial loan commitments, of which $155.1 imnllwas drawn at the date of acquisition.
Also, as part of the agreement, Customers Bankrassthe leases for two of Flagstar’s commercialilem offices in New England. The purchase
price was 98.7% of loans outstanding.

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES
Purchased Loans

The Bancorp believes that the varying circumstamnoeier which it purchases loans and the diversbtgedloans purchased should drive the
decision as to whether loans in a portfolio shdxddieemed to be purchased-credit-impaired loarGI(1Bans). Therefore, loan acquisitions are and
will be evaluated on a case-by-case basis to deterthe appropriate accounting treatment. Loansised| that do not have evidence of credit
deterioration at the purchase date are and wildoeunted for in accordance with ASC 310420nrefundable Fees and Other Cosisd loans
acquired with evidence of credit deterioration sincigination and for which it is probable that@htractually required payments will not be
collected are and will be accounted for in accocganith ASC 310-30,.0ans and Debt Securities Acquired with Deteriodafredit Quality.

Loans that are purchased that do not have evidena# credit deterioration

Purchased performing loans are recorded at fairevahd include credit and interest rate marks &sacwith acquisition accounting adjustments, as
accounted for under the contractual cash flow nietifaccounting. The fair value adjustment is a@edt@s an adjustment to yield over the estimated
contractual lives of the loans. There is no allogeafor loan losses established at the acquisitate fbr the acquired performing loans. A provision
for loan losses is recorded for any credit detation in these loans subsequent to acquisition.

Loans that are purchased that have evidence of crédleterioration since origination and for which it is probable that all contractually
required payments will not be collected

For purchases of this type of loan, evidence céritetated credit quality may include past-due aod-accrual status, borrower credit scores and
recent loan-to-value percentages.

The fair value of loans with evidence of credited@&ration is recorded net of a nonaccretable diffee and accretable yield. The difference between
contractually required payments at acquisition #redcash flows expected to be collected at aciprisis the nonaccretable difference, which is not
included in the carrying amount of acquired lo8Bssequent to acquisition, estimates of cash flxpected to be collected are updated each
reporting period based on updated assumptionsdiegadefault rates, loss severities, and otheofadhat are reflective of current market condiis
Subsequent decreases to the expected cash flolgewdrally result in a provision for loan lossBabsequent increases in cash flows result in a
reversal of the provision for loan losses to thieetof prior charges, or a reclassification of difference from nonaccretable to accretable with a
positive impact on accretion of interest incoméuiture periods. Further, any excess of cash flovgeeted at acquisition over the estimated faire

is referred to as the accretable yield and is meizegl in interest income over the remaining liféhad loan when there is a reasonable expectation
about the amount and timing of those cash flows.

Purchased-credit-impaired loans acquired in theessnal quarter may be aggregated into one or poots, provided that the loans have common
risk characteristics. A pool is then accounteda®a single asset with a single composite intea¢stand an aggregate expectation of cash flows
guarterly basis, the Bank re-estimates the totst @aws (both principal and interest) expectetieéccollected over the remaining life of each pool.
These estimates incorporate assumptions regaréiiagiti rates, loss severities, the amounts anchgjraf prepayments and other factors that reflect
then-current market conditions. If the timing amddmounts of expected cash flows on purchasedtaragaired loans were determined not to be
reasonably estimable, no interest would be acciatedhe loans would be reported as non-accruat|deowever, when the timing and amounts of
expected cash flows for purchased-credit-impaioath$é are reasonably estimable, interest is beicrgtel and the loans are being reported as
performing loans.
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Recently Issued Accounting Standards

In January, 2013, the Financial Accounting Stansi&oard (“FASB”) issued Accounting Standard Upda#sU”) 2013-01,Clarifying the Scope of
Disclosures about Offsetting Assets and Liabili, to clarify that the scope of ASU 2011-11 apptieslerivatives accounted for in accordance with
Topic 815, Derivatives and Hedging, including bifated embedded derivatives, repurchase agreemehts\erse repurchase agreements, and
securities borrowing and securities lending tratisas that are either offset in accordance witkwaht accounting guidance or subject to an
enforceable master netting arrangement or simgegeanent The guidance in this ASU was effective for thetfirderim or annual period beginning
on or after January 1, 2013 (the same effective filmtASU 2011-11) and is to be applied retrospetyi See'NOTE 15 — DISCLOSURES
ABOUT OFFSETTING ASSETS AND LIABILITIES” for the required disclosures.

In October, 2012, the FASB issued ASU 201286siness Combinations (Topic 805): Subsequent Aticaufor an Indemnification Asset
Recognized at the Acquisition Date as a Result@beernmer-Assisted Acquisition of a Financial Institution¢ansensus of the FASB Emerging
Issues Task ForceThis ASU requires an entity to subsequently acctamthe change in the measurement of the indenatitin asset on the same
basis as the change in the assets subject to irifiggtion. The amendments in this ASU were effegtior the first interim periods or annual period
beginning on or after December 15, 2012 and abe tapplied prospectively. Adoption of this ASU Imas$ had a significant impact on the Bancorp’s
results of operations or financial position.

In February, 2013, the FASB issued ASU 2013-B2porting of Amounts Reclassified Out of Accutadl®ther Comprehensive Incomadich adds
new disclosure requirements for items reclassifigidof accumulated other comprehensive income (“APCThe ASU requires entities to disclose
additional information about reclassification adinsnts, including (1) changes in accumulated otberprehensive income balances by component
and (2) significant items reclassified out of AOThe new disclosure requirements were effectivdisoal years and interim periods beginning after
December 15, 2012 for public companies. ¢@TE 4 — CHANGES IN ACCUMULATED OTHER COMPREHENSIV E INCOME BY
COMPONENT” for the required disclosures.

NOTE 4 — CHANGES IN ACCUMULATED OTHER COMPREHENSIVE INCOME BY COMPONENT (a)

Unrealized
Gains and
Losses on Foreign
Available- Currency
for-Sale
Securities Items Total
(dollars in thousand:

Beginning Balanc- July 1, 2012 $ (3,530 $ 0 $(3,530)
Other comprehensive loss before reclassificat (8) 1 )
Amounts reclassified from accumulated other comgmslve los: 0 0 0

Net currer-period other comprehensive (loss) incc (8) 1 )

Ending balanc- September 30, 201 $ (3,539 $ 1 $(3,53))

Unrealized
Gains and
Losses on Foreign
Available- Currency
for-Sale
Securities Items Total

Beginning Balanc- January 1, 201 $ 1,06¢ $ 0 $ 1,064
Other comprehensive loss before reclassificat (4,602 1 (4,607
Amounts reclassified from accumulated other comgmslve los: 0 0 0

Net currer-period other comprehensive (loss) incc (4,602) 1 (4,600

Ending balanc- September 30, 201 $ (3,53¢) $ 1 $(3,53))

(@) All amounts are net of tax. Amounts in parenthésdate debits

10
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NOTE 5 — EARNINGS PER SHARE

The following are the components and results othecorp’s earnings per share calculation for #mops presented:

Three Months Ended Nine Months Ended
September 30 September 30
2013 2012 2013 2012
(dollars in thousands, except per share ¢
Net income allocated to common shareholt $ 8,26¢ $ 6,63¢ $ 23,68 $ 16,25:
Weightec-average number of common she- basic 24,678,31 12,465,74 21,494,88 11,723,09
Shar+based compensation pls 475,98 310, 84! 383,32¢ 231,67+
Warrants 182,89¢ 134,92¢ 175,99¢ 112,26!
Weightecaverage number of common she- diluted 25,337,20 12,911,51 22,054,220 12,067,02
Basic earnings per she $ 0.3¢ $ 0.5: $ 1.1¢C $ 1.3¢
Diluted earnings per sha $ 0.3: $ 0.51 $ 1.0% $ 1.3t

The following is a summary of securities that copddentially dilute basic earnings per share infthere that were not included in the computatif
diluted earnings per share because to do so wawe been anti-dilutive for the periods presented:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Weightec-average ar-dilutive securities
Shar+based compensation awa 92,24¢ 6,59: 87,12¢ 6,59
Warrants 118,74! 129,94¢ 118,74! 129,94¢
Total ant-dilutive securities 210,99( 136,53¢ 205,87 136,53¢

NOTE 6 — INVESTMENT SECURITIES

In May 2012, Customers Bancorp reclassified itsd$@@nillion held-to-maturity investment portfolio tivailable for sale. Due to its strong outlook
for loan growth, falling interest rates, and itgid@®n to postpone its initial public offering dbsk, the Bancorp decided to proceed with this
reclassification to provide liquidity. In accord@with regulatory and accounting requirements Baecorp is prohibited from classifying security
purchases as held to maturity for a period of tearg, ending May 2014.

The amortized cost and approximate fair value eéstment securities as of September 30, 2013 andrdteer 31, 2012 are summarized as follows:

September 30, 201

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(dollars in thousand:

Available for Sale:

Mortgagebacked securities (: $454,93: $ 1,41C $ 6,82¢ $449,52:
Corporate note 25,00( 162 23 25,14(
Equity securitie: 23,07« 81 25C 22,90t

$503,00° $ 1,65¢ $ 7,09t $497,56¢

(1) Includes privat-label securities with an aggregate amortized cb$581 and an aggregate fair value of $£
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December 31, 201.

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(dollars in thousand:

Available for Sale:

Mortgage-backed securities (: $102,44¢ $ 1,79 $ 10¢ $104,13!
Corporate note 25,00( 89 137 24 ,95;
Equity securitie: 6 0 0 6

$127,45! $ 1,88¢ $  24¢ $129,09:

(1) Includes privat-label securities with an aggregate amortized cb$689 and an aggregate fair value of $¢

The following table shows proceeds from the salawvaiilable-for-sale investment securities and ggasss and gross losses realized on those sales
for the three and nine months ended September0d@ &nd 2012:

Three months ended September 3I Nine months ended September 3(
2013 2012 2013 2012
(dollars in thousand:
Proceeds from sale of availa-for-sale securitie $ 0 0 $ 0 $ 306,61(
Gross gain $ 0 $ 0 $ 0 $ 9,00¢
Gross losse 0 0 0 0
Net gains $ 0 $ 0 $ 0 $ 9,00¢

These gains and losses were determined using ¢ofispdentification method and were included omrinterest income.

The following table shows available-for-sale dedtigities by stated maturity. Debt securities bddkg mortgages have expected maturities that
differ from contractual maturities because borr@aeave the right to call or prepay and are, theeefdassified separately with no specific maturity
date:

September 30, 201

Amortized
Fair
Cost Value
(dollars in thousand:
Due in one year or le! $ 0 $ 0
Due after one year through five ye 25,00¢( 25,14(
Due after five years through ten ye 0 0
Due after ten yeal 0 0
Mortgage-backed securitie 454,93: 449,52:
Total debt securitie $479,93: $474,66:

The Bancorp’s investments’ gross unrealized loasesfair value, aggregated by investment categatyiength of time that individual securities
have been in a continuous unrealized loss positib8eptember 30, 2013 and December 31, 2012 wdatl@aws:

September 30, 201

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

(dollars in thousand:

Available for Sale:

Mortgagebacked securitie $ 129,12( $ 6,811 $ 30¢ $ 11 $ 129,42¢ $ 6,82
Corporate note 4,98( 2C 4,997 3 9,977 23
Equity securitie: 22,06¢ 25C 0 0 22,06¢ 25C

Total $ 156,16¢ $ 7,081 $ 5,30¢ $ 14 $ 161,47: $ 7,09¢
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December 31, 201.

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

(dollars in thousand:

Available for Sale:

Mortgagebacked securitie $ 5,69 $ 87 $ 42¢ $ 22 6,12¢ $ 10¢
Corporate note 0 0 9,86: 137 9,86: 137
Total $ 5,69! $ 8 $ 10,29 $ 15¢ $ 15,98t $ 24¢€

At September 30, 2013, there were twenty availfdilesale investment securities in the less-tharsesenonth category and seven available-for-sale
investment securities in the twelve-month-or-mategory. At December 31, 2012, there were two akildfor-sale investment securities in the less-
than-twelve-month category and eight availabledale investment securities in the twelve-month-orercategory. In management’s opinion, the
unrealized losses reflect primarily changes inrggerates due to changes in economic conditiodghanliquidity of the market, and not credit

quality. In addition, the Bancorp does not belieha it will be more likely than not that the Bamgavill be required to sell the securities prior to
maturity or market-price recovery.

During June 2012, five corporate bonds in the Baisgortfolio were downgraded to ratings of A te. Ahese downgrades were anticipated since
these bonds were placed on negative watch in Feb20d 2. The Bancorp analyzed these bonds in metaldit the time of downgrade. The Banc
does not intend to sell these debt securities poioecovery, and it is more likely than not tHeg Bancorp will not have to sell these debt seiegrit
prior to recovery. These bonds continue to pay teheduled interest payments on time. No additidaangrades are anticipated at this time. The
holdings are all in the financial services industng all issuers are well capitalized.

At September 30, 2013 and December 31, 2012, CestoBank had pledged investment securities aganggb829.8 million and $103.5 million f
value, respectively, as collateral for borrowingsi the FHLB. No amounts were outstanding agalressecurities pledged as collateral as of
September 30, 2013.

During the third quarter of 2013, Customers Bandbrpugh its foreign subsidiaries, CB Green VergwPee Ltd. and CUBI India Ventures Pte Ltd.,
purchased 4.1 million in common shares of Relidgarterprises, Ltd., a diversified financial servicesnpany domiciled in India. The total
investment as of September 30, 2013 is $23.1 mjl@8% of the current outstanding shares of Redigaterprises, Inc.
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NOTE 7 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES

Loans receivable excludes loans held for saleelgngortgage warehouse loans, of $917,939 and $889 as of September 30, 2013 and
December 31, 2012, respectively.

The composition of net loans receivable was asvig!

September 3C December 31
2013 2012
(dollars in thousand:
Constructior $ 22,19 $ 27,79
Commercial real esta 29,62: 44,90:
Commercial and industri 6,82¢ 11,15:
Residential real esta 19,23: 19,95:
Manufactured housin 3,381 3,72¢
Total loans receivableoveredunder FDIC loss sharing
agreements (1 81,25 107,52¢
Constructior 34,67 28,897
Commercial real esta 1,490,93! 835,48t
Commercial and industri 213,79¢ 75,11¢
Mortgage warehous 1,00¢ 9,56¢
Manufactured housin 142,67 154,70
Residential real esta 133,50: 109,43(
Consume 1,88¢ 2,061
Total loans receivableot coveredunder FDIC loss sharing

agreement 2,018,47. 1,215,26.

Total loans receivable (. 2,099,722 1,322,78:
Deferred (fees) costs, r 58 1,67¢
Allowance for loan losse (26,800 (25,83))
Loans receivable, ni $ 2,072,98 $1,298,63!

(1) Loans that were acquired in two FL-assisted transactions and are covered under lassglagreements with the FDIC are referred t
“covere(” loans throughout these financial stateme

(2) Customers Bank takes advantage of Federal Harae Bank (“FHLB”) programs for overnight and tebmrrowings. Under the terms of a
blanket collateral agreement, advances from theB-Eile collateralized by qualifying fi-mortgage loans
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Non-Covered Nonaccrual Loans and Loans Past Due

The following tables summarizeon-coveredloans, by class:

September 30, 201

Greater Total Past
30-89 Days Than Non- PCI Total
Past Due (1 90 Days (1 Due (1) Accrual Current (2) Loans (5 Loans (4)
(dollars in thousand:
Commercial and industrii $ 0 $ 0 $ 0 $ 221 $ 21140 $ 2,16¢ $ 213,79
Commercial real esta 0 0 0 10,62¢ 1,442,06. 38,24« 1,490,93
Constructior 0 0 0 2,05( 31,68: 941 34,67«
Residential real esta 40C 0 40C 94k 121,55( 10,60¢ 133,50
Consume 0 0 0 0 1,46¢ 42C 1,88¢
Mortgage warehous 0 0 0 0 1,00¢ 0 1,00¢
Manufactured housing (: 6,311 3,09t 9,40¢ 1,101 126,98: 5,18¢ 142,67
Total $ 6,71 $ 3,098 $ 9,806 $14,94: $1,936,15- $57,57. $2,018,47.
December 31, 201
Greater Total Past
30-89 Days Than Non- PCI Total
Past Due (1 90 Days (1 Due (1) Accrual Current (2) Loans (5 Loans (4)
(dollars in thousands
Commercial and industrii $ 38 % 0 $ 38 $ 28 $ 72,71f $207i $ 75/11¢
Commercial real esta 1,437 0 1,437 17,77( 770,50¢ 4577 835,48t
Constructior 0 0 0 2,42¢ 25,02: 1,452 28,89’
Residential real esta 381 0 381 1,66¢ 95,39¢ 11,98¢ 109,43(
Consume 0 0 0 56 1,48¢ 51¢ 2,061
Mortgage warehous 0 0 0 0 9,56¢ 0 9,56¢
Manufactured housing (: 9,23¢ 1,96¢ 11,20( 141 135,92: 7,43¢ 154,70:
Total $ 11,09 $ 1,966 $13,05¢ $22,347 $1,110,61 $69,24: $1,215,26,

(1) Loan balances do not include -accrual loans

(2) Loans where payments are due within 29 days o$theduled payment da

(3) Purchased manufactured housing loans, purchas?@ily are subject to cash reserves held at the Banlare used to fund the [-due

payments when the loan become-days or more delinquer
(4) Loans exclude deferred costs and fi

(5) Purchase-credi-impaired loans that were aggregated into poolsi@teunted for as a single asset with a single csitgpmterest rate and i
aggregate expectation of cash flows, the past thessof the pools, or that of the individual loavithin the pools, is not meaningful. Because
we recognize interest income on each pool of lotney; are all considered to be performing. PCl $odrat are not in pools accrete interest
when the timing and amount of their expected chshsfare reasonably estimable, and being reposgdorming loans
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Covered Nonaccrual Loans and Loans Past Due

The following tables summarizmveredloans, by class:

September 30, 201

Greater Than
Total Past
30-89 Days 90 Days Non- Current PCI Total
Past Due (1 Past Due (1) Due (1) Accrual (2)(3) Loans (5 Loans (4
(dollars in thousand:

Commercial and industrii $ 0 $ 0 $ 0 $ O $ 4,39 $ 2,43: $ 6,82¢
Commercial real esta 0 0 0 1,821 17,41 10,38¢ 29,62:
Constructior 0 0 0 3,38: 5,92( 12,89( 22,19:
Residential real esta 0 0 0 564 14,32¢ 4,341 19,23:
Manufactured housin 86 0 86 21 3,13¢ 13€ 3,381
Total $ 86 $ 0 $ 86 $5,78¢ $45,19:¢ $30,18¢ $81,25¢

December 31, 201,

Greater Than
Total Past
30-89 Days 90 Days Non- Current PCI Total
Past Due (1 Past Due (1) Due (1) Accrual (2)(3) Loans (5 Loans (4)
(dollars in thousand:

Commercial and industri $ 22C $ 0 $ 22 $ 10C $ 8,40 $ 2,42¢ $ 11,15:
Commercial real esta 0 0 0 3,712 20,85¢ 20,33( 44,90:
Constructior 0 0 0 5,24¢ 6,472 16,07¢ 27,79:
Residential real esta 0 0 0 1,35¢ 14,22¢ 4,36¢ 19,95:
Manufactured housin 48 0 48 e]o) 3,527 63 3,72¢
Total $ 26€ $ 0 $ 26¢ $10,50¢ $53,48¢ $43,26¢ $107,52¢

(1) Loans balances do not include nonaccrual lo

(2) Loans receivable that were not identified upon &itjion as a loan with credit deterioratic

(3) Loans where payments are due within 29 days a$¢heduled payment da

(4) Loans exclude deferred costs and fi

(5) Purchase-credi-impaired loans that were aggregated into pools@teunted for as a single asset with a single csitgpmterest rate and i
aggregate expectation of cash flows, the past thessof the pools, or that of the individual loavithin the pools, is not meaningful. Because
we recognize interest income on each pool of lotines; are all considered to be performing. PCl $odmat are not in pools accrete interest
when the timing and amount of their expected chshsfare reasonably estimable, and being reposgdorming loans
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Impaired Loan— Covered and Non-Covered

The following table presents a summary of impaloadhs:

For the Nine Months Ended

September 30, 201! September 30, 201
Recorded Unpaid
Investment Principal Average Interest
Net of Related Recorded Income
Charge Offs Balance Allowance Investment Recognize(

(dollars in thousand:
With no related allowance recorded:

Commercial and industri; $ 16,82¢ $16,89: $ 6,697 $ 362
Commercial real esta 16,22 17,07¢ 23,27. 54¢
Constructior 2,83( 4.10( 6,54¢ 14
Consume 21 21 13¢ 0
Residential real esta 2,827 2,827 2,791 36
With an allowance recorded:

Commercial and industri 3,33¢ 4,60: $ 961 1,192 157
Commercial real esta 6,687 7,631 2,23: 7,91¢ 16¢
Constructior 1,14¢ 1,14¢ 36¢ 5,54¢ 46
Consume 54 54 1 4€ 4
Residential real esta 37¢ 37¢ 187 952 2
Total $ 50,33( $54,73¢ $ 3,75( $ 55,09: $ 1,33¢

For the Nine Months Ended

December 31, 201; September 30, 201
Recorded Unpaid

Investment Principal Average Interest

Net of Related Recorded Income
Charge Offs Balance Allowance Investment Recognize(

(dollars in thousand:
With no related allowance recorded:

Commercial and industri; $ 3,84« $ 3,84« $ 5,191 $ 16C
Commercial real esta 26,62¢ 27,47 22,20¢ 74¢
Constructior 6,58¢ 6,61¢ 7,627 19
Consume 101 101 10& 3
Residential real esta 3,18¢ 3,18¢ 2,38: 55
With an allowance recorded:
Commercial and industri; 374 374 $ 29t 74¢ 9
Commercial real esta 8,70¢ 10,02: 2,50¢ 9,071 20&
Constructior 5,11¢ 6,022 1,541 6,90: 154
Consume 10C 10C 14 2¢ 4
Residential real esta 1,331 1,331 27C 967 13
Total $ 55,97¢ $59,07 $ 4,62F $ 55,22¢ $ 1,37(C

Troubled Debt Restructurings

At September 30, 2013, there were $6.9 millioroemk reported as troubled debt restructurings (“Pdhd at September 30, 2012, there were $8.2
million in loans reported as troubled debt restitiogs. All TDRs are reported as impaired loanghancalendar year of their restructuring. In
subsequent years, a TDR may cease being reportegpased if the loan was modified at a market itd has performed according to the modified
terms for at least nine months. A loan that hasilmeedified at a below-market rate will be returtegherforming status if it satisfies the six-month
performance requirement; however, it will remaiassified as impaired.

Modification of purchased-credit-impaired loansttage accounted for within loan pools in accordanitke the accounting standards for purchased-
credit-impaired loans do not result in the remafahese loans from the pool even if modificatiovuld otherwise be considered a TDR.
Accordingly, as each pool is accounted for as glsiasset with a single composite interest ratesemalggregate expectation of cash flows,
modifications of loans within such pools are notRD
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The following is an analysis of loans modified itr@ubled debt restructuring by type of concesswrihe three and nine months ended
September 30, 2013 and 2012. There were no maiiificsathat involved forgiveness of debt.

TDRs in

TDRs in Compliance
Compliance
with Their
with Their Modified
Modified Terms and
Terms and Not
Accruing Accruing
Interest Interest Total

(dollars in thousands
Three months ended September 30, 20:

Extended under forbearan $ 0 $ 0 $ O
Multiple extensions resulting from financial diffitty 0 0 0
Interes-rate reduction 0 12 12
Total $ 0 $ 12 $ 12
Nine months ended September 30, 20:

Extended under forbearan $ 0 $ 0 $ O
Multiple extensions resulting from financial diffitty 0 0 0
Interes-rate reduction 93 1,17¢ 1,272
Total $ 93 $ 1,17¢ $1,27:
Three months ended September 30, 20:

Extended under forbearan $ 0 $ 471 $ 471
Multiple extensions resulting from financial diffitty 0 0 0
Interes-rate reduction 0 61 61
Total $ 0 $ 532 $ 53z
Nine months ended September 30, 20:

Extended under forbearan $ 0 $ 471 $ 471
Multiple extensions resulting from financial diftitty 47 0 47
Interes-rate reduction: 26¢€ 61 32¢
Total $ 31E $ 532 $ 847
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The following table provides, by class, the numbifdoans modified in troubled debt restructuringsl ahe recorded investments and unpaid principal
balances during the three and nine months ende@r8bpr 30, 2013 and 2012.

TDRs in
Compliance
with Their
TDRs in Compliance with Their Modified
Modified Terms and Accruing Terms and Not
Interest Accruing Interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment
(dollars in thousands
Three months ended September 30, 20:
Commercial and industri; 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 0 0 1 12
Residential real esta 0 0 0 0
Consume 0 0 0 0
Total 0 $ 0 1 $ 12
Nine months ended September 30, 20:
Commercial and industri; 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 2 60 11 1,17¢
Residential real esta 0 0 0 0
Consume 1 33 0 0
Total 3 $ 93 11 $ 1,17¢
Three months ended September 30, 20:
Commercial and industri; 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 0 0 1 61
Residential real esta 0 0 2 141
Consume 0 0 1 33C
Total 0 $ 0 4 $ 532
Nine months ended September 30, 20:
Commercial and industri; 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 6 31E 1 61
Residential real esta 0 0 2 141
Consume 0 0 1 33C
Total 6 $ 31t 4 $ 532

At September 30, 2013 and 2012, there were no coments to lend additional funds to debtors whosasehave been modified in troubled debt
restructuring.

All loans modified in troubled debt restructurirg® evaluated for impairment. The nature and exteimpairment of TDRs, including those which
have experienced a subsequent default, is condidetbe determination of an appropriate levellwfveance for credit losses. There was $0 in
specific reserves resulting from the addition ofRfBodifications for both the three and nine momhded September 30, 2013 and 2012. There
no TDRs that defaulted in the three and nine mpetiods ended September 30, 2013 and 2012.

Credit Quality Indicators

Credit quality indicators for commercial and indigf commercial real estate, residential realtest@nd construction loans are based on an internal
risk-rating system and are assigned at the logyination and reviewed on a periodic or on an “asdee” basis. Consumer, mortgage warehouse, an
manufactured housing loans are evaluated on the bfthe payment activity of the loan.
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To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resgate, construction portfolio, and residential real
estate classes, and for purposes of analyzingritiatdoss rates used in the determination of ttemance for loan losses for the respective pafol
class, the Bank utilizes the following categoriésisk ratings: pass/satisfactory, special mentsufystandard, doubtful, and loss. The risk rating
categories, which are derived from standard regolatting definitions, are assigned upon initigpeoval of credit to borrowers and updated
periodically thereafter. Pass/satisfactory ratingsich are assigned to those borrowers that dbvaet identified potential or well defined weaknes
and for which there is a high likelihood of ordergpayment, are updated periodically based onitleeasid credit characteristics of the borrower. All
other categories are updated on a quarterly basisgithe month preceding the end of the calendartgr. While assigning risk ratings involves
judgment and estimates, the risk rating procesgesded to permit management to identify riskiexdits in a timely manner and allocate
appropriate resources to managing the loans.

The Bank assigns a special mention rating to ltlasishave potential weaknesses that deserve maeagjsrolose attention. If left uncorrected, these
potential weaknesses may, at some future datdf neshe deterioration of the repayment prospéetshe loan and the Bank’s credit position.

The Bank assigns a substandard rating to loangiteahadequately protected by the current sounthvemd paying capacity of the borrower or of
the collateral pledged. Substandard loans havedeéihied weaknesses or weaknesses that could gippdine orderly repayment of the debt. Loans
in this category also are characterized by thendispossibility that the Bank will sustain someddf the deficiencies noted are not 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 basis airrently existing facts, conditions, and valuaghly questionable and improbable. The possibaity
loss is extremely high, but because of certain i@ and reasonable specific pending factorsrtegt work to the advantage of and strengthen the
credit quality of the loan, its classification asestimated loss is deferred until its more extatts may be determined. Pending factors may iecé
proposed merger or acquisition, liquidation prodeggdcapital injection, perfecting liens on addiid collateral or refinancing plans.

When it is determined that these loans are undiiledhey are charged off in the period in whibkyt are determined to be uncollectible. Loans, or
portions of loans, classified as loss indicate thatBank does not expect to collect the amouatssdied as a loss.

Risk ratings are not established for home equiy$p consumer loans, and installment loans, maiedause these portfolios consist of a larger
number of homogenous loans with smaller balancstedd, these portfolios are evaluated for risknipdiased on aggregate payment history,
through the monitoring of delinquency levels arehtts and are classified as performing and nonpeitfior.

The following presents the credit quality table®tSeptember 30, 2013 and December 31, 2012 éarah-coveredloan portfolio:

September 30, 201

Commercial
Residential
and Commercial
Industrial Real Estate Construction Real Estate
(dollars in thousand:

Pass/Satisfactol $ 200,65: $1,460,48. $ 32,49¢ $130,50:
Special Mentior 12,86: 16,20( 88 1,38(
Substandar: 282 14,24¢ 2,087 1,61¢
Doubtful 0 0 0 0
Total $ 213,79 $1,490,93! $ 34,67/ $133,50:

Manufactured

Mortgage
Consumel Warehous¢ Housing
(dollars in thousand:

Performing $ 1,88¢ $ 1,00¢ $ 141,57¢

Nonperforming (1. 0 0 1,101

Total $ 1,88¢ $ 1,00¢ $ 142,67

(1) Includes loans that are on nonaccrual status aeSéyer 30, 201
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Pass/Satisfactol
Special Mentior
Substandar:
Doubtful

Total

Performing
Nonperforming (1.
Total

(1) Includes loans that are on nonaccrual status a¢meer 31, 2012

December 31, 201.

The following presents the credit quality table®tSeptember 30, 2013 and December 31, 2012 éaraeredloan portfolio:

Pass/Satisfactol
Special Mentior
Substandar:
Doubtful

Total

Performing
Nonperforming (1.
Total

(1) Includes loans that are on nonaccrual status aeSéyer 30, 201
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Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousand:
$ 70,95t $ 794,18 $ 26,02( $105,49(
3,83¢ 18,73 454 1,017
327 21,80: 1,971 2,91¢
0 76% 452 4
$ 75,11¢ $ 835,48 $ 28,89 $109,43(
Manufactured
Mortgage
Consumel Warehouse Housing
(dollars in thousand:
$ 2,00t $ 9,56¢ $ 154,56:
5€ 0 141
$ 2,061 $ 9,56¢ $ 154,70:
September 30, 201
Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousand:
$ 4,73« $ 17,92( $ 1,972 $ 14,24¢
11¢ 3,02( 3,94¢ 45E
1,971 8,68: 16,27: 4,53:
0 0 0 0
$ 6,82¢ $ 29,62: $ 22,19 $ 19,23

Manufactured

Housing

(dollars in thousand
$ 3,27¢

107
$ 3,381
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December 31, 201.

Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(dollars in thousands
Pass/Satisfactor $ 8,88¢ $ 26,19: $ 2,43« $ 14,02:
Special Mentior 51 22k 4,03¢ 45k
Substandar: 2,21¢ 18,48: 21,32( 5,47¢
Doubtful 0 0 0 0
Total $ 11,15! $ 44,90: $ 27,79 $ 19,95
Manufactured
Housin
(dollars in thousand
Performing $ 3,63¢
Nonperforming (1. 90
Total $ 3,72¢

(1) Includes loans that are on nonaccrual status a¢meer 31, 2012
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Allowance for loan losses

The changes in the allowance for loan losses ®thhee and nine months ended September 30, 2@1304r2 and the loans and allowance for loan
losses by loan segment based on impairment evatuaitethod are as follows. Please read in conjumetith disclosures in the Bancorp’s 2012
Annual Report on Form 10-K.

Commercial
Residentia. Manufactured Residua
and Commercial Mortgage
Industrial Real Estate Construction Real Estate Housing (1) Consumel Warehouse Reserve Total
(dollars in thousands
Three months ended September 3(
2013
Beginning Balance, July 1, 20. $ 248 $ 16,68 $ 4317 $ 355 $ 67¢ $ 10€ $ 56 $ 265 $ 28,14:
Chargeoffs 1,311 851 0 11€ 0 16 0 0 2,29/
Recoveries 16 18€ 0 0 0 0 0 0 20z
Provision for loan losse 2,02¢ (349 (1,169 (21€) 1 13 (19 44¢ 75C
Ending Balance, September 30,2( $ 3,21¢ $ 1567. $ 3,15¢ $ 3,22( $ 67¢ $ 10t $ 42 $ 71z $ 26,80(
Nine months ended September 3
2013
Beginning Balance, January 1, 2( $ 1,477 $ 1543¢ $ 3,991 $ 3,23 $ 75C $ 154 $ 71 $ 722 $ 25,831
Chargroffs 1,407 2,742 1,47(C 31t 0 16 0 0 5,95(
Recoveries 181 24¢€ 0 7 0 9 0 0 44z
Provision for loan losse 2,96¢ 2,72¢ 633 29t (72) (44 (29 (10 6,47(
Ending Balance, September 30,2( $ 3,21¢ $ 1567. $ 3,15¢ $ 322( $ 67¢ $ 10t $ 42 $ 71z $ 26,80(
At September 30, 201:
Loans:
Individually evaluated fo
impairment $ 20,162 $ 2291( $ 3,97¢ $ 3,20t $ 03 75 $ 0% 0 $ 50,33
Collectively evaluated fc
impairment 195,85 1,449,00 39,05¢ 134,58 140,86 1,25¢ 1,00¢ 0 1,961,63
Loans acquired with credit
deterioratior 4,601 48,63 13,83( 14,94¢ 5,18¢ 55¢ 0 0 87,75¢
Market
discounts/premiums/valuati
adjustment: 59
Allowance for loan losses
Individually evaluated fo
impairment $ 961 $ 2,23¢ $ 36 $ 187 $ 0% 13 0% 0% 3,75
Collectively evaluated fc
impairment 1,991 8,31¢ 241 1,11F 8C 40 42 71z 12,53¢
Loans acquired with credit
deterioratior 267 5,12¢ 2,54¢ 1,91¢ 59¢ 62 0 0 10,51

$ 321¢$ 15677 $ 3,152 ¢ 322( $ 67¢ $ 10% $ 42 $ 71z $ 26,80(
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Commercial
Commercial Residential Manufactured Residua
and Mortgage
Industrial Real Estate Construction Real Estate Housing (1) Consumel Warehouse Reserve Total
(dollars in thousand:
Three months ended September 3(
2012
Beginning Balance, July 1, 20 $ 150 $ 8266 $ 4352 % 1,08 $ 40 $ 75 $ 80z $ 0 $ 16,11¢
Chargroffs 26€ 282 47t 36E 0 27 0 0 1,41¢
Recoveries 98 33 3 0 0 22 0 0 15€
Provision for loan losse 387 5,92:¢ 1,13¢ 2,262 85€ 27¢ (732) 0 10,11¢
Ending Balance, September 30, 2( $ 1,722 $ 1393¢ $ 501¢ $ 2977 $ 89t $ 34¢ $ 70 $ 0 $ 24,97
Nine months ended September 30, 20
Beginning Balance, January 1, 2( $ 1441 $ 7,02¢ $ 465 $ 844 $ 18 $ 61 $ 92¢ $ 54 $ 15,03
Chargroffs 30C 1,42¢ 2,66¢ 56& 0 37 0 0 4,99
Recoveries 164 83 3 5 0 27 0 0 282
Provision for loan losse 417 8,25¢ 3,02¢ 2,69:¢ 88C 29¢ (859 (54) 14,65/

Ending Balance, September 30, 2( $ 1,722 $ 1393¢ $ 501¢ $ 2977 $ 89t $ 34¢ $ 70 $ 0 $ 24,97

At September 30, 201

Loans:
Individually evaluated fo
impairment $ 4558 $ 37,25( $ 13,16¢ $ 4,54C $ 0% 27 % 0% 0 $ 5979
Collectively evaluated fc
impairment 79,44¢ 543,77 11,05¢ 100,75: 150,87¢  11,35¢ 9,321 0 906,58(
Loans acquired with credit
deterioratior 5,77¢ 70,91t 18,90 15,81¢ 13,11 2,12t 0 0 126,65(
Market
discounts/premiums/valuati
adjustment: (5,92)
$1,087,09
Allowance for loan losses
Individually evaluated fo
impairment $ 34¢ $ 2,781 $ 2450 $ 25C $ 03 33 03 0 $ 5,83¢
Collectively evaluated fc
impairment 871 5,37¢ 262 87¢ 757 93 70 0 8,31¢
Loans acquired with credit
deterioratior 49¢ 5,77 2,307 1,84¢ 141 25¢ 0 0 10,81¢

$ 1,72 $ 1393¢ $ 501¢ $ 2977 $ 89 $§ 34¢ ¢ 70 $ 0§ 24974

(1) The non-covered manufactured housing portfolio priashased in August 2010. A portion of the purchsse may be used to reimburse the
Bank under the specified terms in the Purchaseexgeat for defaults of the underlying borrower atttko specified items. At September 30,
2013 and 2012, funds available for reimburseméngdessary, were $2.9 million and $4.1 milliorspectively. Quarterly, these funds are
evaluated to determine if they would be sufficienabsorb probable losses within the manufactucesing portfolio.
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The changes in accretable yield related to purchasedit-impaired loans for the three and nine mesminded September 30, 2013 and 2012 were as
follows:

For the Three Months Ended September 3 2013 2012
(dollars in thousand:
Accretable yield balance, beginning of per $27,64¢ $43,23(
Accretion to interest incorr (1,362 (7,389
Reclassification from nonaccretable difference disgosals, ne (759 (147)
Accretable yield balance, end of per $25,53: $35,69¢
For the Nine Months Ended September 3 2013 2012
(dollars in thousands
Accretable yield balance, beginning of per $32,17¢ $45,35¢
Accretion to interest incomr (5,039 (9,447
Reclassification from nonaccretable difference disgosals, ne (1,607 (21€)
Accretable yield balance, end of per $25,53¢ $35,69¢

NOTE 8 — FDIC LOSS SHARING RECEIVABLE

The following table summarizes the activity relatedhe FDIC loss sharing receivable for the ttaeé nine months ended September 30, 2013 and
2012:

Three Months Ended September 3I 2013 2012
(dollars in thousand:
Balance, beginning of peric $14,16¢ $12,37¢
Change in FDIC loss sharing receiva (12%) 3,79¢
Reimbursement from the FDI (3,006 (3,86¢6)
Balance, end of peric $11,03¢ $12,30¢
Nine Months Ended September 3! 2013 2012
(dollars in thousands
Balance, beginning of peric $12,34: $13,07%
Change in FDIC loss sharing receiva 4,82¢ 4537
Reimbursement from the FDI (6,134 (5,309
Balance, end of peric $11,03¢ $12,30¢

NOTE 9 — BORROWINGS

During July 2013 ($55.0 million) and August 2018 &million), Customers Bancorp issued five-yeari@eunsecured notes aggregating $63.25
million at 6.375%. Interest on the debt is payahlarterly. Net proceeds to Customers Bancorp &fseiance costs were $60.4 million.

NOTE 10 — SHAREHOLDERS' EQUITY

During the nine months ended September 30, 20&@3Bamcorp issued 23,413 shares of common stock shdeebased compensation arrangeme
In the third quarter of 2013, 31,904 shares of €B&on-Voting common stock were issued upon egerof outstanding warrants, and 3.7 million
shares of Class B Novieting common stock were converted into 3.7 millerares of Voting common stock. In addition, waisaan purchase 17,2,
shares of voting common stock and 17,227 shar€ask B Non-Voting stock were repurchased in tivel tuarter of 2013.

On May 22, 2013, the Bancorp sold 6,179,104 shafrasw issue voting common stock at a price topihiglic of $16.75 per share. The net proceeds
to Customers after deducting underwriting discoamts commissions and offering expenses were $9iflibrm
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During the third quarter of 2012, the Bancorp saltiLl1,819 shares of its common stock in privateroffjs. The net proceeds to Customers after
deducting underwriting discounts and commissiorsaffering expenses were $94.8 million.

On May 8, 2012, the Bancorp announced that, duestdet conditions, it had postponed its initial fwbffering of voting common stock. Costs
related to this postponed offering in the amourh# million were expensed.

NOTE 11 — SHARE-BASED COMPENSATION
Stock Options

Options to purchase an aggregate of 617,910 a@®3hares of voting common stock, representing 40861.5% of the number of shares issued in
the May 2013 offering of voting common stock, wgranted to the Chief Executive Officer and the €Qiperating Officer in connection with the
completion of the offering pursuant to their exigtemployment agreements, respectively. The optisihsest over five years from the date of gre
subject to a 50% increase in the value of the Barie&oting Common Stock and have a term of 10 yelar addition, in matters unrelated to the
May 2013 offering, options to purchase an aggregai,000 shares of Voting Common Stock were gt certain other officers. The fair values
of the options were estimated using the Black-Szhoption pricing model. The following table pretsethe weighted-average assumptions used and
the resulting weighted-average fair value of arioopt

SeEtember 30, 201 December 31, 201
Weighted-average risk-free interest rate 1.41% 1.15%
Expected dividend yiel 0.0(% 0.0(%
Weighte-average expected volatili 13.7% 17.4%
Expected life (in years 7.0C 6.9¢
Weightec-average fair valu $ 3.1¢€ $ 3.04

The following table summarizes stock option acji¥ar the nine months ended September 30, 2013.

Weighted- Weighted-
average Aggregate
average Remaining
Number Exercise Contractual Intrinsic
of Options Price Term in Years Value
(aggregate intrinsic value in thousan
Outstanding at January 1, 20 2,003,388 $ 12.4¢
Grantec 780,59 16.67
Forfeited (5,000 14.9¢
Outstanding at September 30, 2( 2,779,48 $ 13.6¢ 8.1¢ $ 7,48(
Vested and expected to vest at September 30, 2,779,48 $ 13.6¢ 8.1¢ $ 7,48(
Exercisable at September 30, 2( 14,43¢ 20.0¢ 3.57 12

NOTE 12 — REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslaggry capital requirements administered by tliefal banking agencies. Failure to meet the
minimum capital requirements can result in certaandatory, and possibly additional discretionamjoas by regulators that, if undertaken, could
have a direct material effect on the Bancemnsolidated financial statements. At SeptemBeP@13, the Bank and the Bancorp exceeded allat
adequacy requirements to which they are subject.

The Bank experienced rapid loan growth during thal fdays of 2012. During the standard closing pssoof the Bank’s December 2012 financial
statements, management determined on January BB t2ét the rapid loan growth resulted in a redurcin the Bank’s capital ratios, causing the
Bank to become adequately capitalized as of DeceBihe2012. Management immediately transferredd@afft capital from the Bancorp to the B:
which returned the Bank to well-capitalized statustficient cash is maintained at the Bancorp wuea that the Bank remains well capitalized, and
management remains committed to taking all stepessary to ensure that both the Bancorp and thk igamain well capitalized going forward. The
Bank met the regulatory standards to be considee#idcapitalized as of September 30, 2013. SineeBtaink was adequately capitalized at
December 31, 2012, regulatory approval was requoedcept, renew or roll over any brokered depoKiffective January 1, 2013, the interest rate
paid for deposits by institutions that are lessithall capitalized was limited to 75 basis poirtt®we the national rate for similar products unkbss
institution can support to the FDIC that prevailiages in its market area exceed the national geerhis limitation on rates paid for deposits was
removed effective with the Bank complying with tlell capitalized thresholds, and as the Bank excéweel well capitalized thresholds as of
September 30, 2013, the Bank is not subject tdiarits on interest rates paid for deposits.
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The Bancorp’s and the Bank’s capital amounts atidsat September 30, 2013 and December 31, 2@l&sdfollows:

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(dollars in thousand: Amount Ratio Amount Ratio Amount Ratio
As of September 30, 201:
Total capital (to risk weighted assets
Customers Bancorp, In $413,90C 13.6% $ 243,50( 8.C% N/A N/A
Customers Ban $427,80¢ 14.1¢9% $ 241,29¢ 8.(% $ 301,62 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $386,51° 12.7% $ 121,75( 4.C% N/A N/A
Customers Ban $400,42¢ 13.2¢% $ 120,64 4% $ 180,97 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $386,51° 10.6%% $ 145,38¢ 4.C% N/A N/A
Customers Ban $400,42t 11.09% $ 145,04 4% $ 181,30 5.C%
As of December 31, 2012
Total capital (to risk weighted assets
Customers Bancorp, In $289,03! 11.26% $ 205,44: 8.C% N/A N/A
Customers Ban $244,71( 9.52% $ 205,44. 8.(% $ 256,80: 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $262,71¢ 102% $ 102,72 4.C% N/A N/A
Customers Ban $218,39: 85(% $ 102,72: 4% $ 154,08: 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $262,71¢ 93(% $ 112,93¢ 4.0% N/A N/A
Customers Ban $218,39: 7786 $ 112,89t 4% $ 141,12 5.C%

NOTE 13 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réaordalue adjustments to certain assets and twadis the fair value of its financial

instruments. FASB ASC 82Fjnancial Instruments requires disclosure of the estimated fair valuamentitys assets and liabilities considered t
financial instruments. For the Bancorp, as for nfiostncial institutions, the majority of its assetwd liabilities are considered to be financial
instruments. However, many of such instruments &chvailable trading market as characterized Wiflimg buyer and willing seller engaging in an
exchange transaction. For fair value disclosurp@ses, the Bancorp utilized certain fair value raessent criteria under the FASB ASC 8£ajr
Value Measurementas explained below.

Cash and cash equivalents:

The carrying amounts reported in the balance gheeash and short-term instruments approximateetfassetdair values. These assets are inclu
as Level 1 fair values, based upon the lowest lef/glput that is significant to the fair value nseeements.

Investment Securities:

The fair value of investment securities availaloledale and held to maturity are determined byiolrtg quoted market prices on nationally
recognized securities exchanges (Level 1), maticirg (Level 2), which is a mathematical technigused widely in the industry to value debt
securities without relying exclusively on quotedrkea prices for the specific securities but rattwerelying on the securities’ relationship to other
benchmark quoted prices, or externally developedaisathat use unobservable inputs due to limitesbamarket activity of the instrument (Level
These assets are included as Level 1 and 2 faiesabased upon the lowest level of input thagisificant to the fair value measurements.
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The carrying amount of FHLB, Federal Reserve Bark@ther stock approximates fair value, and comsittes limited marketability of such
securities. These assets are included as Levél 2alaes, based upon the lowest level of input ihaignificant to the fair value measurements.

Loans held for sale:

The fair value of loans receivable held for salbased on commitments on hand from investors withérsecondary market for loans with similar
characteristics. These assets are included as Rda@l values, based upon the lowest level of frtpat is significant to the fair value measurersent

Loans held for sale — Mortgage warehouse loans:
The Fair Value Option

The Bancorp elected the fair value option for warefe lending transactions documented under a MBsfaurchase Agreement originated after

July 1, 2012 in order to more accurately repret@short-term nature of the transaction and Heiient credit risk. This adoption was in accordance
with the parameters established by Accounting StededCodification (“ASC”) 825-10-2%inancial Instruments-Overall-Recognition: The Fair
Value OptionWarehouse lending transactions are classified aarik held for sale” on the balance sheet. Thedstémcome from the warehouse
lending transactions is classified in “Interestdme — Loans held for sale on the income staterdenallowance for loan losses is not recorded for
the warehouse lending transactions when measufad &tlue since the exit price (the repurchases)ifor warehouse lending transactions cons
the effect of expected credit losses.

The fair value of mortgage warehouse loans is theust of cash initially advanced to fund the mogaplus accrued interest and fees, as specified
in the respective agreements. The loan is usetdéoynbrtgage company as shtatm bridge financing between the funding of mogtgéoans and tr
finalization of the sale of the loans to an inves@hanges in fair value are not expected to begrized since at inception of the transaction the
underlying loans have already been sold to an appronvestor or they have been hedged by the ngegtgampany. Additionally, the interest rate is
variable, and the transaction is shiantm, with an average life of 17 days from purchassale. These assets are included as Level 2dhies, base
upon the lowest level of input that is significamthe fair value measurements.

Loans receivable, net:

The fair values of loans are estimated using distamlicash flow analyses, using market rates atdlsnce sheet date that reflect the credit and
interest rate-risk inherent in the loans. Projedtedre cash flows are calculated based upon ccii@ématurity or call dates, projected repayments
and prepayments of principal. Generally, for vagatate loans that reprice frequently and with igmi§icant change in credit risk, fair values are
based on carrying values. These assets are inchgledvel 3 fair values, based upon the lowest lefviaput that is significant to the fair value
measurements.

Impaired loans:

Impaired loans are those that are accounted feerdrR8SB ASC 450Contingencies in which the Bancorp has measured impairment rgdigdase
on the fair value of the loan’s collateral. Faituais generally determined based upon indepertiedtparty appraisals of the properties, or
discounted cash flows based upon the expected guiec@hese assets are included as Level 3 faiesahased upon the lowest level of input that is
significant to the fair value measurements.

FDIC loss sharing receivable:

The FDIC loss sharing receivable is measured segarfeom the related covered assets, as it icantractually embedded in the assets and is not
transferable with the assets should the assetsléheFair value is estimated using projected céshid related to the loss sharing agreements based o
the expected reimbursements for losses using thicaple loss share percentages and the estimatedpg payment. These cash flows are discot

to reflect the estimated timing of the receiptha# toss share reimbursement from the FDIC. Thessts@are included as Level 2 fair values, based
upon the lowest level of input that is significamthe fair value measurements.

Other real estate owned:

The fair value of OREO is determined using apptgjsghich may be discounted based on managemenwisw and changes in market conditions
(Level 3 Inputs). All appraisals must be perfornredccordance with the Uniform Standards of Praéesd Appraisal Practice

(“USPAP"). Appraisals are certified to the Bancarpd performed by appraisers on the Bancorp’s aggrbst of appraisers. Evaluations are
completed by a person independent of managemeatcdifitent of the appraisal depends on the complekihe property. Appraisals are completed
on a “retail value” and an “as is value”. Thesestssre included as Level 3 fair values, based tippfowest level of input that is significant tet

fair value measurements.

28



Table of Contents

Accrued interest receivable and payable:

The carrying amount of accrued interest receivahbaccrued interest payable approximates itwv#dire. These assets are included as Level 2 fair
values, based upon the lowest level of input thatgnificant to the fair value measurements.

Deposit liabilities:

The fair values disclosed for deposits (e.g., Bgeand noninterest checking, passbook savingsaney market accounts) are, by definition, equal
to the amount payable on demand at the reportitey(de., their carrying amounts). Fair valuesffeed-rate certificates of deposit are estimated
using a discounted cash flow calculation that agspinterest rates currently being offered in theketzon certificates to a schedule of aggregated
expected monthly maturities on time deposits. Tlassets are included as Level 1 and 2 fair vahesed upon the lowest level of input that is
significant to the fair value measurements.

Federal funds purchased:

For these short-term instruments, the carrying arhisuconsidered a reasonable estimate of fairevalbese assets are included as Level 2 fair
values, based upon the lowest level of input thatgnificant to the fair value measurements.

Other Borrowings:

The carrying amount of short-term FHLB borrowinggeoximates its fair value. Fair values of longaidfHLB advances are estimated using
discounted cash flow analysis, based on quote@pfar new FHLB advances with similar credit rislacacteristics, terms and remaining

maturity. These prices obtained from this activekagrepresent a market value that is deemed tesept the transfer price if the liability were
assumed by a third party. Also included in OtherrBwings is long-term senior debt the fair valuembiich is determined using discounted cash flow
analysis. Long-term senior debit is included in &le®. These liabilities are included as Level 2 arfdir values, based upon the lowest level of inpu
that is significant to the fair value measurements.

Subordinated debt:

Fair values of subordinated debt are estimatedqyudiBtounted cash flow analysis, based on markes urrently offered on such debt with similar
credit risk characteristics, terms and remainingumity. These assets are included as Level 2 fires, based upon the lowest level of input that is
significant to the fair value measurements.

Derivatives (Assets and Liabilities):

The fair values of interest rate swaps are detexdhirsing models that incorporate readily observalaleket data into a market standard methodo
The methodology nets the discounted future fixeshgaceipts and the discounted expected variable gayments. The discounted variable cash
payments are based on expectations of future sitesites derived from observable market interéstaarves. In addition, fair value is adjusted for
the effect of nonperformance risk by incorporatimgdit valuation adjustments for the Bancorp asddunterparties. These assets are included as
Level 2 fair values, based upon the lowest leveéhpfit that is significant to the fair value measuents.

Off-balance-sheet financial instruments:

Fair values for the Bancorp’s off-balanskeet financial instruments (lending commitments letters of credit) are based on fees currentiradd ir
the market to enter into similar agreements, takihg account the remaining terms of the agreemamisthe counterparties’ credit standing. These
assets are included as Level 2 fair values, baged the lowest level of input that is significaotthe fair value measurements.

The following information should not be interpretesian estimate of the fair value of the entired®gm since a fair value calculation is only prod:
for a limited portion of the Bancorp’s assets. Dua wide range of valuation techniques and theedegf subjectivity used in making the estimates,
comparisons between the Bancorp’s disclosurestasdtof other companies may not be meaningful.
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The estimated fair values of the Bancorp’s finanicistruments were as follows at September 30, 20BDecember 31, 2012.

Fair Value Measurements at September 30, 20:

Quoted

Prices in

Active

Markets for Significant
Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(dollars in thousand:

Assets:
Cash and cash equivalel $ 255,65 $ 255,65 $ 255,65: $ 0 $ 0
Investment securities, available for s 497,56 497 ,56¢ 22,90 474,66 0
Loans held for sal 917,93¢ 917,93¢ 0 917,93¢ 0
Loans receivable, ni 2,072,98 2,088,78! 0 0 2,088,78!
FHLB, Federal Reserve Bank and other si 19,11 19,11 0 19,11: 0
FDIC loss sharing receivah 11,03¢ 11,03¢ 0 11,03¢ 0
Derivatives not designated as hedging instrum 1,911 1,911 0 1,911 0
Fraudulent loans receivable | 66¢ 66¢ 0 0 66¢
Accrued interest receivab 7,86¢ 7,86¢ 7,86¢ 0 0
Liabilities:
Deposits $3,243,31; $3,247,12! $ 671,21 $ 2,575,91 $ 0
Other borrowing 235,25( 238,25: 0 238,25: 0
Subordinated det 2,00( 2,00(¢ 0 2,00( 0
Derivatives not designated as hedging instrum 1,871 1,871 0 1,871 0
Accrued interest payab 1,761 1,761 1,761 0 0

(1) Included in Other Asse

Fair Value Measurements at December 31, 201

Quoted

Prices in

Active

Markets for Significant
Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(dollars in thousand:

Assets:
Cash and cash equivalel $ 186,01t $ 186,01t $ 186,01t $ 0 $ 0
Investment securities, available for s 129,09: 129,09: 6 129,08 0
Loans held for sal 1,439,88! 1,439,88! 0 1,439,88 0
Loans receivable, n 1,298,63! 1,307,04 0 0 1,307,04
FHLB, Federal Reserve Bank and other si 30,16: 30,16: 0 30,16: 0
FDIC loss sharing receivab 12,34 12,34 0 12,34 0
Accrued interest receivab 5,79( 5,79( 5,79( 0 0
Liabilities:
Deposits $2,440,81 $2,674,76! $ 219,68 $ 2,455,07 $ 0
Federal funds purchas: 5,00(C 5,00(C 5,00( 0 0
Other borrowing 471,00( 471,43: 0 471,43. 0
Subordinated del 2,00( 2,00( 0 2,00( 0
Accrued interest payab 1,53( 1,53( 1,53( 0 0

In accordance with FASB ASC 82Bair Value Measurements and Disclosuréie fair value of a financial instrument is thép that would be
received to sell an asset or paid to transferaliliin an orderly transaction between markettigggants at the measurement date. Fair valuess be
determined based upon quoted market prices. Howewvarany instances, there are no quoted market¢gfor the Bancorp’s various financial
instruments. In cases where quoted market prieesa@travailable, fair values are based on estimetieg present value or other valuation
techniques. Those techniques are significantlycegfeby the assumptions used, including the digo@ie and estimates of future cash

flows. Accordingly, the fair value estimates may be realized in an immediate settlement of th&umsent.
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The fair value guidance provides a consistent definof fair value, focusing on an exit price in arderly transaction (that is, not a forced liguidr

or distressed sale) between market participartteeaneasurement date under current market conslitibthere has been a significant decrease in the
volume and level of activity for the asset or lidapj a change in valuation technique or the usmaftiple valuation techniques may be approprilt
such instances, determining the price at whichngilmarket participants would transact at the meament date under current market conditions
depends on the facts and circumstances and regoh@esse of significant judgment. The fair valua iasonable point within the range that is most
representative of fair value under current markeiditions.

Level 1. Unadjusted quoted prices in active markets thahecessible at the measurement date for identinatstricted assets or
liabilities.
Level 2. Quoted prices in markets that are not active, puts that are observable either directly or indiyedor substantially the ful
term of the asset or liabilit
Level 3. Prices or valuation techniques that require infhas are both significant to the fair value measest and unobservable (i.
supported with little or no market activity
An asset’s level within the fair value hierarchyp@sed on the lowest level of input that is sigaifit to the fair value measurement.

For financial assets and liabilities measured iatviue on a recurring and nonrecurring basisfdirevalue measurements by level within the fair
value hierarchy used at September 30, 2013 andrilsre31, 2012 were as follows:

September 30, 201.
Fair Value Measurements at the End of the Reportind®eriod Using

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

(dollars in thousand:
Measured at Fair Value on a Recurring Basis

Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 $ 449,52: $ 0 $ 449,52:
Corporate note 0 25,14( 0 25,14(
Equity securitie: 22,90t 0 0 22,908
Derivatives not designated as hedc
instruments (1 0 1,911 0 1,911
Mortgage warehouse loans held for ¢ 0 840,42! 0 840,42}
Total asset- recurring fair value measureme $ 22,90t $ 1,316,99 $ 0 $1,339,90
Liabilities
Derivatives not designated as hedging
instruments (2 $ 0 $ 1,871 $ 0 $ 1,871
Measured at Fair Value on a Nonrecurring Basis
Assets
Impaired loans, net of specific reserve:
$3,750 $ 0 $ 0 $ 7,85( $ 7,85C
Other real estate own 0 0 10,25¢ 10,25¢
Total asset- nonrecurring fair value measureme $ 0 $ 0 $ 18,10¢ $ 18,10¢

(1) Included in Other Asse
(2) Included in Other Liabilitie:
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December 31, 201.
Fair Value Measurements at the End of the Reportind?eriod Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Observable Inputs
Identical Assets Inputs
(Level 1) (Level 2) (Level 3) Total
(dollars in thousand:
Measured at Fair Value on a Recurring Basis
Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 $ 104,13! $ 0 $ 104,13
Corporate note 0 24,95; 0 24,95;
Equity securitie: 6 0 0 6
Mortgage warehouse loans held for ¢ 0 1,248,93! 0 1,248,93!
Total asset- recurring fair value measureme $ 6 $ 1,378,02 $ 0 $1,378,02i
Measured at Fair Value on a Nonrecurring Basis
Assets
Impaired loans, net of specific reserve:
$4,625 $ 0 $ 0 $ 11,00¢ $ 11,00¢
Other real estate own 0 0 5,737 5,731
Total assets - nonrecurring fair value
measurement $ 0 $ 0 $ 16,74 $ 16,74

The changes in Level 3 assets measured at faie walwa recurring basis for the three months enégteghber 30, 2013 and 2012 are summarized as
follows.

There were no Level 3 assets or liabilities meabatdair value on a recurring basis during the¢hmonths ended September 30, 2013.

Mortgage-
Corporate
backed
Securities Notes Total
(dollars in thousands

Balance at July 1, 201 $ 2,632 $ 24,20 $26,83¢
Total gains included in other comprehensive inc¢before taxes 0 46¢ 46¢
Amortization included in interest incon (29 0 (29)
Settlement: (2,609 0 (2,609
Balance at September 30, 2( $ 0 $ 24,67 $24,67:

The changes in Level 3 assets measured at faie walwa recurring basis for the nine months endgte8wer 30, 2013 and 2012 are summarized as
follows.

Loans

Held for

Sale (1)
(dollars in thousand
Balance at January 1, 20 $ 0
Transfer from Level 2 to Level 3 (. 3,17¢
Recoverie: (1,463
Sales (1,019
Transfer from loans held for sale to other assit (697)
Balance at September 30, 2( $ 0
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Mortgage-
Corporate
backed
Securities Notes Total
(dollars in thousand:

Balance at January 1, 20 $ 2,89/ $19,21° $22,11:
Total gains included in other comprehensive incgbefore taxes 0 45k 45E
Amortization included in interest incon (297) 0 (297)
Settlement: (2,609 0 (2,607
Purchase 0 5,00( 5,00(
Balance at September 30, 2( $ 0 $ 24,67 $24,67:

(1) The Bancor’s policy is to recognize transfers between levdismevents or circumstances warrant transfersnDuhie first quarter of 2013,
suspected fraud was discovered in the Bank’s lbaftsfor-sale portfolio. Total loans involved inghraud initially appeared to be $5.2
million, and management believed the range of ptesbss to have been between $1.5 million and &8llibn. Accordingly, management
provided a loss contingency of $2.0 million at Mag&1, 2013. Due to the uncertainty surroundingatim@unt of loss, management transferred
these loans and the related loss contingency fremel.2 to Level 3. During the second quarter of2Qfe Bank determined that an aggregate
of $1.0 million of the loans were not involved hetfraud, and these loans were subsequently soétidition, the Bank recovered $1.5 million
in cash from the alleged perpetrator. Since it ieaslved that the loans no longer met the defimitb“a loan,” and since the Bank is pursuing
restitution through the involved parties, the Baekermined this to be a receivable. As a resudtyéimaining aggregate of $2.7 million of loans
and the related $2.0 million reserve were transteto Other asset

The following table summarizes financial assetsfamhcial liabilities measured at fair value asSafptember 30, 2013 on a recurring and
nonrecurring basis for which the Bancorp utilizezlel 3 inputs to measure fair value. The valuatémhniques, unobservable inputs, and ranges
(weighted average) are the same as those discb$ecember 31, 2012.

Quantitative Information about Level 3 Fair Value Measurements

Fair Value
Range (Weighted
September 30, 201 Estimate Valuation Technique Unobservable Input Average) (3)
(dollars in thousand:
Impaired loan: $ 7,85( Collateral appraisal (1 Liquidation expenses (: -3% t0-8% (-5.5%
Other real estate ownt $ 10,25¢ Collateral appraisal (1 Liquidation expenses (: -3% t0-8% (-5.5%

(1) Obtained from independent third-parties appdoappraisers. Appraisals are current and in comgdiavith credit policy. The Bancorp does not
discount appraisal:

(2) Fair value is adjusted for costs to s

(3) Presented as a percentage of the value determynaidoaisal

NOTE 14 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVI TIES

Accounting Policy for Derivative Instruments and Halging Activities

The Bancorp records all derivatives on the balahet at fair value. Currently, none of the deivest are designated in qualifying hedging
relationships. As such, all changes in fair valfithe derivatives are recognized directly in eagsin

In accordance with U.S. GAAP, the Bancorp madecaoanting policy election to measure credit riskt®fderivative financial instruments that are
subject to master netting agreements on a gross bas

Risk Management Objectives of Using Derivatives

The Bancorp is exposed to certain risks arisingnfbmth its business operations and economic canditiThe Bancorp manages economic risks,
including interest rate, liquidity, and credit rigkimarily by managing the amount, sources, amdtihns of its assets and liabilities. The Bank’s
existing interest-rate derivatives result from eviee provided to certain qualifying customers, dmerefore, are not used to manage interest-rsie ri
in assets or liabilities. The Bank manages a mdttloek with respect to its derivative instrumentsiider to minimize its net risk exposure resulting
from such transactions.
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Derivatives Not Designated as Hedging Instruments

None of the Banco's derivatives are designated in qualifying hedgielgtionships. The derivatives not designatedeaigbs are not speculative and
result from a service implemented in the first gelaof 2013 that the Bank provides to certain anglis. The Bank executes interest rate swaps with
commercial banking customers to facilitate thespective risk management strategies (typicallyadhe customers will swap a floating rate loan to
fixed rate loan). The customer interest rate sveapsimultaneously offset by interest rate swapsttie Bank executes with a third party in order to
minimize risk exposure resulting from such transest Since the interest rate swaps associatedtigiprogram do not meet the hedge accounting
requirements, changes in the fair value of bottctitomer swaps and the offsetting market swapeeaognized directly in earnings. At

September 30, 2013, the Bancorp had 16 interessvedps with an aggregate notional amount of $98lI®n related to this program.

Fair Value of Derivative Instruments on the BalanceSheet

The following table presents the fair value of Bancorp’s derivative financial instruments as vealithe classification on the balance sheet.

Fair Value of Derivative Instruments
September 30, 201

Asset Derivatives Liability Derivatives
Balance shee Balance shee
location Fair value location Fair value

(dollars in thousands
Derivatives not designated as hedging instrum

Interest rate swap produc Other asse $ 1,911 Other liabilities $ 1,871

Effect of Derivative Instruments on Comprehensivemcome

The following table presents the effect of the Bapts derivative financial instruments on comprehensgigeme for the three and nine months et
September 30, 2013.

Effect of Derivative Instruments on Comprehensive icome
Three Months Ended September 30, 2013
Amount of loss

Location of loss recognized in incom:
recognized in income
on derivatives on derivatives

(dollars in thousand:
Derivatives not designated as hedgi
instruments
Interest rate swap produ Other norinterest incom $ 38

Effect of Derivative Instruments on Comprehensivehcome
Nine Months Ended September 30, 2013
Amount of gain

Location of gain recognized in incom:
recognized in income
on derivatives on derivatives

(dollars in thousand:
Derivatives not designated as hedging
instruments
Interest rate swap produc Other norinterest incom $ 23€

Credit-risk-related Contingent Features

By entering into derivative contracts, the Bankxposed to credit risk. The credit risk associatél derivatives executed with Bank customers is
the same as that involved in extending the rellteds and is subject to the same standard crelitiigzo To mitigate the crediisk exposure to maj
derivative dealer counterparties, the Bancorp enkers into agreements with those that maintaiditcratings of high quality.

Agreements with major derivative dealer counteipartontain provisions whereby default on any efBancorps indebtedness would be conside

a default on its derivative obligations. The Bamcalso has entered into agreements that contaiisgros under which the counterparty could
require the Bancorp to settle its obligations & Bancorp fails to maintain its status as a wedidpthtely-capitalized institution. As of Septemb@r 3
2013, the termination value of derivatives in aliaddility position (which includes accrued interésit excludes any adjustment for nonperformance-
risk) related to these agreements was $1.8 millioaddition, the Bancorp has minimum collateradtpg thresholds with certain of these
counterparties, and at September 30, 2013 haddg$2t@ million as collateral.
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NOTE 15 — DISCLOSURES ABOUT OFFSETTING ASSETS AND UABILITIES
The following tables present derivative instrumehts are subject to enforceable master nettirghngements. The Bancorp has not made a policy
election to offset its derivative positions.

Offsetting of Financial Assets and Derivative Assst
For the Nine Months Ended September 30, 2013

Gross amounts not offset ir
the consolidated balance sheet

Gross amount: Net amounts of
assets presented
Gross amount o offset in the in the consolidatec Cash collatera
consolidated Financial
recognized asse balance sheet balance sheet instruments received Net amount

(dollars in thousand:
Description
Interest rate swap derivatives
with institutional
counterpartie: $ 177 $ 0 $ 177 $ 177 $ 0 $ 0

Offsetting of Financial Liabilities and Derivative Liabilities
For the Nine Months Ended September 30, 2013

Gross amounts not offset ir
the consolidated balance she«

Gross amount: Net amounts of
liabilities presentec
offset in the Cash collatera
Gross amount of consolidated in the consolidatec Financial
recognized liabilities balance sheet balance sheet instruments pledged Net amount

(dollars in thousands
Description
Interest rate swap derivativ
with institutional
counterpartie: $ 1,74¢€ $ 0 $ 1,74¢€ $ 177 $ 1,56¢ $ 0

NOTE 16 — LOSS CONTINGENCY

During the first quarter of 2013, a suspected fraad discovered in the Bank’s loans helddgafte portfolio. Total loans involved in this fraumitially
appeared to be $5.2 million, and management balitherange of possible loss to have been betweé&nndillion and $3.2 million. Accordingly,
management provided a loss contingency of $2.0anilit March 31, 2013. During the second quart&0df3, the Bank determined that an aggre
of $1.0 million of the loans were not involved hetfraud, and these loans were subsequently soatidition, the Bank recovered $1.5 million in
cash from the alleged perpetrator. Since it waslved that the loans no longer met the definitibfiadoan,” and since the Bank is pursuing
restitution through the involved parties, the Baekermined this to be a receivable. As a resudtyéimaining aggregate of $2.7 million of loans and
the related $2.0 million reserve were transferce@ther assets.
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ITEM 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Cautionary Note Regarding Forward-Looking Statemensg

This report and all attachments hereto as welklasravritten or oral communications made from timéime by Customers Bancorp may contain
certain forward-looking information within the méag of the Securities Act of 1933, as amended,thadSecurities Exchange Act of 1934, as
amended. These statements relate to future evefutuoe predictions, including events or predinaelating to future financial performance, ane
generally identifiable by the use of forward-loakiterminology such as “believes,” “expects,” “maiwill,” “should,” “plan,” “intend,”

“anticipates,” “strategies” or the negative therentomparable terminology, or by discussion dcdtegy that involve risks and uncertainties. These
forward-looking statements are only predictions astimates regarding future events and circumssaaued involve known and unknown risks,
uncertainties and other factors, including thesidiscribed under “Risk Factors” that may causgeacesults, levels of activity, performance or
achievements to be materially different from anyfe results, levels of activity, performance oniaeements expressed or implied by such forward-
looking statements. This information is based amous assumptions that may not prove to be corfdwse forwardeoking statements are subjec
significant uncertainties and contingencies, manytach are beyond the control of the Bancorp dr@Bank. Although the expectations reflected in
the forward-looking statements are currently beltto be reasonable, future results, levels ofiggtiperformance or achievements cannot be
guaranteed. Accordingly, there can be no assurdwat@ctual results will meet expectations or wit be materially lower than the results
contemplated in this report and attachments he¥ato.are cautioned not to place undue reliancénesd forward-looking statements, which speak
only as of the date of this report or, in the aaflséocuments referred to, the dates of those dontsnBleither the Bancorp nor the Bank undertakes
any obligation to release publicly or otherwiseyide any revisions to these forward-looking stateta¢o reflect events or circumstances after the
date of this report or to reflect the occurrencemdnticipated events, except as may be requirddruapplicable law.

Management’s discussion and analysis represerasaamiew of the financial condition and resultsoperations, and highlights the significant
changes in the financial condition and resultsperations, as presented in the accompanying calaget] financial statements for Customers
Bancorp, a financial holding company, and its whollvned subsidiaries, including Customers Banks Tifiormation is intended to facilitate your
understanding and assessment of significant chaargetrends related to Customers Bancorp’s findooiadition and results of operations as of and
for the three and nine months ended September03d@,. 2ll quarterly information in this ManagemenbDsscussion and Analysis is unaudited. You
should read this section in conjunction with “Maaagent’s Discussion and Analysis of Financial Candiand Results of Operation” for the year
ended December 31, 2012 included in Customers Bpisciiling on Form 10-K/A (Amendment No. 1) fordHiscal year ended December 31, 2012.

Critical Accounting Policies

We have adopted various accounting policies theegothe application of accounting principles gafigraccepted in the United States of America
and that are consistent with general practicesimvitie banking industry in the preparation of doahcial statements. Our significant accounting
policies are described in “NOTE 3 — SIGNIFICANT ACUNTING POLICIES” to our audited financial statentefor the year ended

December 31, 2012 included in our 2012 Form 10s<supplemented by “Note 3 — Significant Accountiajicies” to our unaudited financial
statements for the three and nine months ende@i@bpt 30, 2013.

Certain accounting policies involve significant gmlents and assumptions by Customers Bancorp thatehmaterial impact on the carrying value of
certain assets and liabilities. We consider theseunting policies to be critical accounting pai The judgment and assumptions used are based ¢
historical experience and other factors, whichtaléeved to be reasonable under the circumstaBeesuse of the nature of the judgments and
assumptions management makes, actual results difiddfrom these judgments and estimates, whialidcbave a material impact on the carrying
values of our assets and liabilities and our resaflioperations. Actual results could differ fromese estimates. There have been no material change:
in our critical accounting policies, judgments astimates, including assumptions or estimationrtiegtes utilized, as compared to those disclosed in
our 2012 Form 10-K.

Third Quarter Events of Note

On August 17, 2013, we acquired $1 million of Rafgjcommon stock from Religare Enterprises, LtRe(igare”), and on September 18, 2013 we
purchased $22 million of Religare common stock frame of its promoters. Religare is a diversifiethficial services company in India that is
applying for a banking license. Customers Bancsmohnsidering acquiring a warrant providing for ©users to purchase an additional 3.3 million
shares of Religare Enterprises while maintainiagwnership of Religare Enterprises below 5%. Gusts Bancorp would be required to fund 25%
of the warrant exercise price at the time the wansacquired, and the balance of the purchase ppon execution of the warrant. The warrant
would expire in 18 months. The warrant would becacted for as a derivative.

Working with Religare, we also plan to establissnzall group of personnel at Customers Bank thdtoater to professionals from South Asia living
in the United States and U.S. domiciled busines&swvant to take advantage of opportunities intlS&ast Asia. This is a rapidly growing niche in
our core markets from Boston to Washington. We algmect to refer business opportunities in IndiRédigare and expect that Religare will refer
business opportunities within the United StatesstoWe expect this investment and collaboratioenteance our shareholder value.

36



Table of Contents

Acquisition Activity
CMS Bancorp Acquisition

Customers Bancorp entered into an Amendment toekgeat and Plan of Merger (“Amendment”) to thataierdgreement and Plan of Merger,
dated as of August 10, 2012 (“Merger Agreementy)abd between the Bancorp and CMS Bancorp, IndMiSQ on April 22, 2013.

The Amendment extended from April 30, 2013 to Delsen81, 2013 the initial date at which, if the margf CMS with and into the Bancorp
pursuant to the Merger Agreement, as amended,diasased, either the Bancorp or CMS may termittaeAgreement, subject to the termination
date being extended until March 31, 2014 undeagedpecified circumstances.

The Amendment also updated the definitions of “CW&uation” and “Customers Valuation,” establishihg valuation date for book value as of
March 31, 2013. The exchange ratio will remaindixmtil settlement, using the multiples of 0.95k @S common equity, and 1.25x for Custon
common equity for purposes of calculating the erglearatio.

Other key terms agreed to by the Bancorp and CMigtine Amendment provided for:

. CMS's ability to have terminated the Merger Agreemastamended, exercisable at any time after May @08, 4f either (i) the Bancorp he
not made an investment in CMS of $1.5 million of SMreferred Stock, or (i) the Bancorp and CMS hatdagreed upon the terms of a $2.0
million senior secured lending facility that theri8arp will make available to CM¢

. the Bancor’s payment of $300,000 to CMS as partial reimburserite merge-related expenses incurred as of March 31, 2013

. the Bancorp to pay to CMS a termination fe&hD million in the event the Merger Agreementaaended, is terminated under certain
provisions primarily relating to failure to consurate the Parent Merger due to -receipt of required government approvi

On May 22, 2013, the Bancorp purchased $1.5 millig00 shares) of CMS Series A Noncumulative Regdé’referred Stock, satisfying the first
obligation listed above. On April 23, 2013, the Barp paid to CMS $300,000, satisfying the secorl@jation listed above. The third obligation has
not been triggered at this time.

Acacia Federal Savings Bank Acquisition

On April 4, 2013, Customers Bancorp, Acacia Lifsurance Company (“Acacia”) and Ameritas Life Inswo@ Corp. (together with Acacia,
“Sellers”) announced a mutual decision, due toydela the receipt of regulatory approvals, notxteaed the term of that certain Stock Purchase
Agreement, dated as of June 20, 2012, as amendin &y certain Amendment to Stock Purchase Agregmiated as of December 18, 2012,
Amendment No. 2 to Stock Purchase Agreement dated Zanuary 30, 2013, and Amendment No. 3 to Starkhase Agreement dated as of
February 28, 2013, by and among the Bancorp ardrSéthe “Purchase Agreement”). Instead, on Apr2013, the parties entered into a
Termination and Non-Renewal Agreement to termittaePurchase Agreement and the transactions coladghereby (the “Termination
Agreement”). Each party will bear its own costs argenses in connection with the terminated traiwgavithout penalties. The parties mutually
agreed that the termination was in each comparegs ihterest. All of Bancorp’s costs related t@ ghioposed transaction have been expensed.

New England Commercial Lending Acquisition

On March 28, 2013, Customers Bank completed thehase of certain commercial loans from MichiganeldaBlagstar Bank. Under the terms of the
agreement, Customers Bank acquired $182.3 miliimommercial loan commitments, of which $155.1 ignllhad been drawn at March 28, 2013.
Also, as part of the agreement, Customers Bankrassthe leases for two of Flagstar's commercialilem offices in New England. The purchase
price was 98.7% of loans outstanding.
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Results of Operations

Third Quarter 2013 Compared to Third Quarter 2012

Customers reported net income of $8.2 million f@ three months ended September 30, 2013 companed income of $6.6 million for the three
months ended September 30, 2012, an increase®f$llion or 24.6%. Diluted earnings per share w&de33 for the three months ended
September 30, 2013 and $0.51 for the three momithsdeSeptember 30, 2012, a decrease of $0.18 @er sh35.0%. The decrease in diluted
earnings per share was primarily the result ofilsision of the 6.2 million shares issued in thblg offering in May 2013 and the 7.1 million

shares issued in the private offering in the tiqwdrter of 2012 in the 2013 calculations of earsipgr share which combined, significantly increased

the number of shares used to calculate earningshaee. See NOTE 5 — EARNINGS PER SHARE.”

Net Interest Incom

Net interest income (the difference between therastt earned on loans, investments and in-earning deposits with other banks, and interesst pa
on deposits and borrowings) is the primary soufaaio earnings. The following table summarizesintdrest income and the related spread and

margin for the periods indicated:

Assets

Interest earning deposi
Investment securities, taxable (
Investment securities, n-taxable (A)
Loans held for sal
Loans, taxable (B
Loans, no-taxable (B)
Less: Allowance for loan loss
Total interest earning asset:
Nor-interest earning asse

Total assets

Liabilities

Interest checkin
Money marke
Other saving:
Certificates of depos
Total interest bearing depos
Other borrowing
Total interest-bearing liabilities
Nor-interes-bearing deposit
Total deposits & borrowing
Other norinterest bearing liabilitie

Total liabilities
Shareholders Equity

Total liabilities and shareholders’ equity

Net interest earning
Tax equivalent adjustment (!

Net interest earning

Interest spread

Net interest margin

Net interest margin tax equivalent (C)

(A) For presentation in this table, balances aredcthrresponding average rates for investment sexuare based upon historical cost, adjusted for
amortization of premiums and accretion of discoL

Three Months Ended September 3C

2013 2012
Average Average
Interest Interest
Income or Yield or Income or Yield or
Average Average
Balance Expense Cost Balance Expense Cost
(dollars in thousand:
$ 231,37¢ $ 14¢€ 0.2¢% $ 144,89. $ 91 0.2%%
235,91 1,42z 2.41% 129,84 80¢ 2.4&%
0 0 0.0(% 2,061 21 4.15%
984,88! 9,49t 3.82% 189,74 1,622 3.4(%
1,982,28. 22,36: 4.4% 1,900,31 25,36¢ 5.31%
17,72¢ 122 2.7% 9,93¢ 55 2.2%
(27,725 (14,572
3,424,46. 33,55! 3.8% 2,362,22 27,96: 4.71%
208,81 117,19!
$3,633,28. $2,479,41!
$ 47,56¢ 47 0.3¢% $ 36,25: 47 0.51%
1,154,54. 2,05t 0.71% 930,93! 1,72( 0.74%
26,93( 30 0.45% 20,04¢ 27 0.5%%
1,332,81! 3,33¢ 0.9% 947,60 3,39i 1.43%
2,561,85! 5,47( 0.85% 1,934,84. 5,191 1.0%
244,14¢ 1,077 1.75% 164,16: 21€ 0.52%
2,806,00- 6,54 0.92% 2,099,00 5,407 1.02%
439,27 190,97
3,245,27! 0.8(% 2,289,98. 0.9%%
4,99¢ 11,09¢
3,250,27. 2,301,08:
383,00¢ 178,33:
$3,633,28. $2,479,41!
27,00¢ 22,55¢
66 41
$27,07( $22,59¢
3.09% 3.71%
3.1% 3.8(%
3.14% 3.81%

(B) Includes no-accrual loans, the effect of which is to reduceytledd earned on loans, and deferred loan 1
(C) Full tax equivalent basis, using a 35% statutoxyréde to approximate interest income as a taxatdet
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Net interest income was $27.0 million for the thneenths ended September 30, 2013, compared to $2lidn for the three months end
September 30, 2012, an increase of $4.4 millioh%r%. This net increase was attributable to irseaf $1.1 billion in average volume of average
interest-earning assets, offset by an increas@@7 $00 in average interest-bearing liabilitiese Pnimary driver of the increase in net interest
income was higher loan volume from the following:

. $368.9 million increase in average commercial lganiarily due to growth of the commercial real ¢staan portfolio; ant

. $614.4 million increase in average m-family loans due to growth of the mi-family lending busines:

The key measure of our net interest income ismtetést margin. Our net interest margin decreas&dl4% for the three months ended
September 30, 2013 from 3.81% for the same pen@®D12. The decrease was driven by a decrease awvtirage yield on loans from 4.71% to
3.89%, primarily due to interest income of $4.5limil recorded in the third quarter of 2012 attréhle to the change in estimates of cash flows for
purchased-credit-impaired loans. The effect of deisrease was somewhat offset by the decrease oo of deposits and borrowings which
decreased from 0.94% to 0.80%.

Additionally, interest income from multi-family loa, and commercial real estate loans increase Byrfillion and $1.1 million, respectively in
addition to an increase in interest income fronestment securities of $597.4 million. Driving th&erin interest income was higher average loan
volume for multi-family loans of $614.4 million, drcommercial loan volume of $368.9 million. Thelmég loan volume was a result of our strategy
to grow our multi-family and commercial real esthtesinesses. The purchase of approximately $32illidmof investment securities in the third
quarter of 2013 led to their higher average volimte third quarter of 2013 compared to the saosetgr in 2012. Interest expense for borrowings
increased by $861,000. The average balance ofwimgs increased by $80.0 million which was primadtiven by the addition of the five year
senior unsecured notes (“Senior Notas"he amount of $63.3 million during the third gtea of 2013. The Senior Notes carry a stated @stenate ¢
6.375% which led to the overall increase in borraysi costs of 1.23% when comparing the cost of 1.#5%e quarter ended September 30, 2013
versus 0.52% for the period ended September 3@.201

Provision for Loan Losse

We have established an allowance for loan losgesigh a provision for loan losses charged as arreseon the consolidated statement of

income. The loan portfolio is reviewed quarterlei@luate the outstanding loans and to measurethetherformance of the portfolio and the
adequacy of the allowance for loan losses. At Sajpés 30, 2013, approximately 2.69% of the loanfpbot was covered under loss sharing
agreements with the FDIC. Charge-offs incurred alibe original estimated value are taken as additiprovisions, and a corresponding receivable
due from the FDIC is recorded through non-inteiresdtme for the portion anticipated to be recovameder the loss sharing agreements.

The provision for loan losses decreased by $9.Homito $750,000 for the three months ended Septerd®, 2013, compared to $10.1 million for
same period in 2012. The decrease in the 2013g0oveompared to the same period in 2012 resduilisapity from (i) $7.5 million of impairment
related to the purchased-credit-impaired adjustseratde in 2012, and (ii) $1.4 million in the thémdarter of 2013 due to reduced loss factors
resulting from sustained asset-quality and markerovements.

For more information about our provision and alloa@ for loan losses and our loss experience, sesitRisk” and “Asset Quality” herein.
Nor-Interest Income

The chart below shows our results in the variousanents of non-interest income for the three noetided September 30, 2013 and 2012.

Three Months Ended September 3C

2013 2012
(dollars in thousand:
Mortgage warehouse transactional f $ 3,09( $ 3,34¢
Bank-owned life insuranc 61E 35¢
Deposit fee! 19¢ 124
Gain on sale of investment securities, 0 0
Accretion of FDIC loss sharing receival 0 1,29¢
Loss on sale of loar (6) (72)
Other 95¢ 4,727
Total nor-interest incom $ 4,85k $ 9,771
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Non-interest income was $4.9 million for the three therended September 30, 2013, a decrease of $Hichrfiom $9.8 million for the three

months ended September 30, 2012. Mortgage wareh@msactional fees decreased by $256,000 dueéglme in this line of business which was
driven by an increase in long-term rates in thekeiarThis increase in rates resulted in a decrisasdinancing of mortgage loan volumes. Bank-
owned life insurance (BOLI) income increased $266,om the third quarter ended September 30, 20 B2ptember 30, 2013. This was the direct
result of additional earnings on BOLI which wadiatied by several purchases of BOLI throughout 20t & total amount of $28.0 million. There

was also a decrease in accretion of the FDIC loasrg receivable in the amount of $1.3 million foe quarter ended September 30, 2013 comparec
to September 30, 2012. This was the result of atiome benefit from FDIC indemnification of lossesloans in 2012. Lastly, the majority of the $
million decrease in other non-interest income fi®4xi7 million for the quarter ended September 30220 $958,000 for the quarter ended
September 30, 2013 was the result of $4.4 milledated to the change in accounting estimate foptiiehased-credit-impaired loans during the
quarter ended September 30, 2012.

Nor-Interest Expense

The below chart shows our results in the variousmmnents of non-interest expense for the three Inscetided September 30, 2013 and 2012.

Three Months Ended September 3C

2013 2012
(dollars in thousand:
Salaries and employee bene $ 8,967 $ 5,97¢
Occupancy 2,28¢ 1,70¢
Professional service 1,191 81¢
Technology, communications and bank operat 1,121 69¢
FDIC assessments, taxes and regulatory 1,10¢ 66¢
Loan workout 92¢ 617
Advertising and promotio 45C 27C
Other real estate ownt 401 (27¢)
Stocl-offering expense 0 97
Other 1,89¢ 1,42¢
Total nor-interest expense $ 18,34% $ 12,00¢

Nor-interest expense was $18.3 million for the thremtins ended September 30, 2013, an increase ofi§flidh as compared to non-interest
expense of $12.0 million for the same period in201

Salaries and employee benefits, which represeratgest component of non-interest expense, inecebg 49.9% or $3.0 million to $9.0 million in
the third quarter of 2013 versus $6.0 million ie #ame period in 2012. The primary reason forititiease was the addition of 109 full-time
equivalent employees since September 30, 2012 wdsdirectly related to the need for additionaplypees to support our organic growth and the
expansion into new markets. Specifically, the iasezl headcount is needed to support our growingnesaial loan, commercial real estate, and
mortgage banking businesses and the related adratiis support.

Occupancy expense increased by 33.9%, or $580;80% from $1.7 million in the third quarter of 2B to $2.3 million in the third quarter of
2013. The increase was related to building thesifucture to support our growth as well as thé abexpansion into new markets.

Technology communication and bank operations irser@dy 60.4% or $422,000, from $699,000 in thelthirarter of 2012 to $1.1 million in the
third quarter of 2013. The primary reason for thigease was related to building the infrastructarsupport the growth through increased
technology improvements and upgrades as well asasis related to expanding of technological ptatfinto new markets. This corresponds with
our philosophy of “high touch, high tech”, wherelvg provide an exceptional level of customer sersiggported by state-of-the-art technology.

Professional services expense increased to $1lidmiih the third quarter of 2013 from $819,000 foe same period of 2012. This increase was
primarily attributable to higher legal and consudtiexpenses in 2013 related to regulatory filingd ether matters resulting from a growing business.

FDIC assessments, taxes and regulatory fees irttdns65.1% or $436,000 from $669,000 in the thinerter of 2012 to $1.1 million in the third
quarter of 2013. The primary reason for this inseeaas related to higher Pennsylvania bank shaxesxpense that resulted from legislative cha

to the tax calculation, in the amount of $585,00€rdy the third quarter of 2013 compared to $86,@0Me same period of 2012. This was offset in
part by a decrease in state franchise and salessentéx in the amount of $43,000 from the thirdrtgr of 2012 as compared to the same quarter of
2013. Lastly, other regulatory and filing fees @ased by $23,000 to $15,000 in the third quart@0af3 as compared to $38,000 during the third
quarter of 2012.
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Loan workout expenses increased $311,000 to $9@80Me third quarter of 2013 from $617,000 in thied quarter of 2012 as a result of certain
unreimbursed costs incurred to pursue collecti@hranovery of non-performing assets.

Other expenses increased to $1.9 million in thelthuarter of 2013 compared to $1.4 million in thied quarter of 2012. Loan origination expense
increased by $355,000 for the three months endpte®der 30, 2013, compared to the same periodi.2lhis increase correlates to the growth in
the commercial real estate and médtnily portfolios. Business development, which urdes travel and entertainment expenses, also senigatabl

to $382,000 in the third quarter of 2013 from $209, in the third quarter of 2012, $162,000 perigdrgeriod increase. In addition, postage and
shipping costs were $289,000 in the third quantelee 2013 compared to $144,000, a $145,000 incréagewas offset by a decrease of $301,000,
$31,000 and $35,000 in loan insurance expenselisgmd uninsured loss expenses, respectivelyhéoquarter ended September 30, 2013 in
contrast to the quarter ended September 30, 2012.

Income Taxe

The income tax expense was $4.5 million and $3I6omifor the three months ended September 30, 2032012, respectively. The increase in the
income tax provision is primarily due to the ingean net income before taxes of approximately $alon.

The effective tax rate for the three months endsuté@nber 30, 2013 and 2012 was approximately 3feper
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Nine months ended September 30, 2013 compared to the nine months ended September 30, 2012

We had net income of $23.7 million for the nine rtisnended September 30, 2013 and net income o8 $diion for the nine months ended
September 30, 2012, an increase of $7.4 millioh5or%. Diluted earnings per share were $1.07 ®mnthe months ended September 30, 2013 and
$1.35 per share for the nine months ended SepteB®h@012, a comparative decrease of $0.28 pee shi1.1%. The decrease in diluted earnings
per share was primarily the result of the inclusidthe 6.2 million shares issued in the publiedfig in May 2013 and the 7.1 million shares issued
in the private offering in the third quarter of 20ih the 2013 calculations of earnings per shage."BIOTE 5 — EARNINGS PER SHARE.”

Nelk-Interest Income

Net interest income (the difference between therastt earned on loans, investments and in-earning deposits with other banks, and interesst pa
on deposits and borrowings) is the primary soufaaio earnings. The following table summarizesintdrest income and the related spread and
margin for the periods indicated:

For the Nine Months Ended September 3(

2013 2012
Average Average
Interest Interest
Income Yield or Income Yield or
Average or Average or
Balance Expense Cost Balance Expense Cost
(dollars in thousands
Assets
Interest earning deposi $ 195,160 $ 37C 0.2% $ 117,32« $ 22t 0.26%
Investment securities, taxable ( 187,17 3,33¢ 2.31% 255,80:- 5,93¢ 3.0%
Investment securities, non taxable | 0 0 0.0(% 2,06t 64 4.1%%
Loans held for sal 1,088,58! 31,53¢ 3.81% 151,51¢ 4,11z 3.65%
Loans, taxable (B 1,688,37. 57,48¢ 455%  1,522,97 55,85( 4.9(%
Loans, no-taxable (B) 14,60« 291 2.66% 6,581 11C 2.2{%
Less: Allowance for loan loss (26,85¢) (15,267)
Total interest earning asset: 3,147,041 93,02( 3.95%  2,041,01 66,29¢ 4.3%%
Nor-interest earning asse 180,15( 115,10¢
Total assets $3,327,19 $2,156,12
Liabilities
Interest checkint $ 42,56: 131 041% $ 35,16 14¢ 0.55%
Money marke 1,072,58: 5,62¢ 0.7(% 814,93! 5,717 0.94%
Other saving: 24,35¢ 86 0.47% 19,56: 86 0.5%
Certificates of depos 1,268,52! 9,90z 1.04% 859,03¢ 9,73¢ 1.51%
Total interest bearing depos 2,408,03I 15,74 0.81%  1,728,69 15,681 1.21%
Other borrowing 258,02: 1,75i 0.91% 98,69¢ 494 0.67%
Total interest-bearing liabilities 2,666,05: 17,49¢ 0.8¢%  1,827,39 16,18 1.1&%
Nor-interes-bearing deposit 321,92! 158,83¢
Total deposits & borrowing 2,987,97i 0.7¢% 1,986,233 1.0%%
Other norinterest bearing liabilitie 10,90¢ 8,50¢
Total liabilities 2,998,88 1,994,73
Shareholders Equity 328,30¢ 161,38.
Total liabilities and shareholders equity $3,327,19 $2,156,12
Net interest earning 75,52: 50,11:
Tax equivalent adjustment (1 157 94
Net interest earning $75,67¢ $50,21:
Interest spread 3.11% 3.25%
Net interest margin (D) 3.21% 3.28%
Net interest margin tax equivalent (C) 3.21% 3.2%

(A) For presentation in this table, balances aedcthrresponding average rates for investment sexuare based upon historical cost, adjusted for
amortization of premiums and accretion of discoL

(B) Includes no-accrual loans, the effect of which is to reduceytledd earned on loans, and deferred loan 1

(C) Full tax equivalent basis, using a 35% statutoxyréde to approximate interest income as a taxatdet
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Net interest income was $75.5 million for the nmenths ended September 30, 2013, compared to #80idn for the three months end:
September 30, 2012, an increase of $25.4 millidb0ot%. This net increase was attributable to eses of $1.1 billion in level of average interest-
earning assets, offset in part by an increase 82 $80 in average interest-bearing liabilities. Phienary driver of the increase in net interesome
was from higher loan volume from the following:

. $368.9 million increase in average commercial Iganiwarily due to growth of the commercial real ¢staan portfolio, an

. $614.4 million increase in average m-family loans due to growth of the mi-family lending busines:

The key measure of our net interest income ismietést margin. Our net interest margin decreas&2t1% for the nine months ended Septembe
2013 from 3.29% for the same period in 2012. Theekse was driven by a decrease in the averagkoridbans from 4.34% to 3.95%, primarily
due to interest income of $4.5 million recordedhe third quarter of 2012 attributable to the cleamgestimates of cash flows for purchased-credit-
impaired loans. The effect of this decrease wasesdmat offset by the decrease in the cost of depasil borrowings which decreased from 1.09¢
0.78%.

Additionally, interest income from multi-family loa, and commercial real estate loans increased ®@ $nillion and $7.9 million, respectively,
offset by a decrease in interest income from inaest securities of $2.7 million. The reductionnwéstment interest income was the result of the
sale of investment securities in the amount of $30llion for the nine months ended September2BA2. Driving the rise in interest income was
higher average loan volume for multi-family loaris$614.4 million, and commercial loan volume of 83 million. The higher loan volume was a
result of our strategy to grow our multi-family acdmmercial real estate businesses. The purchaggpodximately $321.0 million of investment
securities during the quarter ended September@®(B Bad minimal effect on average volume for theemonths ended September 30, 2013 as
compared to the same period in 2012. Interest esepfar borrowings increased by $1.3 million. Therage balance of borrowings increased by
$80.0 million which was primarily driven by the atilon of the Senior Notes in the amount of $63.8iat during the third quarter of 2013. The
Senior Notes carry a stated interest rate of 6.3®hf¢h led to an overall increase in borrowingstsas 0.24% when comparing the cost of 0.91%
for the nine months ended September 30, 2013 #®f6r the period ended September 30, 2012. Threased borrowing cost was offset in part by
a $339,000 decrease in short-term borrowed fundaglthe nine months ended September 30, 2013.

Provision for Loan Losse

We have established an allowance for loan lossesigh a provision for loan losses charged as asresgon the statement of income. The loan
portfolio is reviewed quarterly to evaluate thestanding loans and to measure both the performafrite portfolio and the adequacy of the
allowance for loan losses. At September 30, 20g8raximately 2.69% of the loan portfolio was covketeder loss sharing agreements with the
FDIC. Charge-offs incurred above the original eatied value are taken as additional provisions atatt@sponding receivable due from the FDIC is
recorded through non-interest income for the poréinticipated to be recovered under the loss shagneements.

The provision for loan losses decreased by $8.Romito $6.5 million for the nine months ended Sepiber 30, 2013, compared to $14.7 million for
the same period in 2012. The decrease in the 2@\3spn compared to the same period in 2012 regultmarily from (i) $7.5 million of impairmel
related to the purchased-credit-impaired adjustmeratde in 2012, and (i) $1.4 million in the thgdarter of 2013 due to reduced loss factors
resulting from sustained asset-quality and markerovements.

Nor-Interest Income

The chart below shows our results in the variousmanents of non-interest income for the nine moetided September 30, 2013 and 2012.

Nine Months Ended September 3C

2013 2012
(dollars in thousand:
Mortgage warehouse transactional f $ 10,62¢ $ 8,82¢
Bank-owned life insuranc 1,65¢ 94¢
Deposit fee! 487 357
Gain on sale of investment securities, 0 9,00¢
Accretion of FDIC loss sharing receival 3,72 1,951
Gain on sale of loar 402 26¢€
Other 2,25¢ 5,38¢
Total nor-interest incom $ 19,14¢ $ 26,74

Non-interest income was $19.1 million for the nine itisnended September 30, 2013, a decrease of $idnhrfriom $26.7 million for the nine
months ended September 30, 2012. The decreaseiweasily the result of the $9.0 million gain reait on the sale of
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available-for-sale securities, the majority of whigere realized in the second quarter of 2012eratimount of $8.8 million, which was executed to
provide funding for loan growth. Warehouse fee meowas $10.6 million for the nine months ended &aper 30, 2013, an increase of $1.8 million
from $8.8 million for the nine months ended Septen®D, 2012. Although the overall warehouse lodartz has decreased significant from the
prior year, there have been approximately 20,00ferwans funded as of September 30, 2013 compar8dptember 30, 2012 which increases the
fee income (which is based on loan volume). In @aldi bank owned life insurance as well as accnedibFDIC loss sharing receivable resulted in
increases of $710,000 and $1.8 million, respedtivialnon-interest income when comparing the niroatins ended September 30, 2013 and 2012.
Lastly, the majority of the $3.1 million decreaseother non-interest income from $5.4 million fbetnine months ended September 30, 2012 to $2.3
million for the nine months ended September 303204s the result of $4.4 million related to thergigin accounting estimate for the purchased-
credit-impaired loans during the quarter ended &eper 30, 2012.

Nor-Interest Expense

The below chart shows ours results in the variamponents of non-interest expense for the nine hsomtded September 30, 2013 and 2012.

Nine Months Ended September 3C

2013 2012
(dollars in thousands

Salaries and employee bene $ 24,86¢ $ 17,07:
Occupancy 6,30¢ 4,937
Professional service 3,14¢ 2,472
Technology, communications, and bank operat 3,02: 2,037
FDIC assessments, taxes and regulatory 3,51( 2,20¢
Loan workoul 1,67¢ 1,51¢
Advertising and promotio 973 84¢€
Other real estate owni 962 53¢
Loss contingenc 2,00( 0
Stocl-offering expense 0 1,433
Other 5,25¢ 4 .14
Total nor-interest expense $ 51,72: $ 37,207

Nor-interest expense was $51.7 million for the ninenthe ended September 30, 2013, an increase of $1ilidh as compared to non-interest
expense of $37.2 million for the same period in201

Salaries and employee benefits, which represeratgest component of ndnterest expense, increased by 45.7% or $7.8 mitbdb24.9 million fo
the nine months ended September 30, 2013 versu$ #ilfion in the same period in 2012. The primeggson for this increase was the addition of
109 full-time equivalent employees since Septen3Be2012. This was directly related to the needafiitional employees to support our organic
growth and the expansion into new markets, inclgdie need to support the growing commercial lcammercial real estate, and mortgage bar
businesses and the related administrative support.

Occupancy expense increased by 27.8% or $1.4 millising from $4.9 million for the nine months exdSeptember 30, 2012 to $6.3 million for
same period in 2013. The increase was relatedildity the infrastructure to support our growthves|l as the cost of expansion into new markets.

Technology, communications and bank operationsres@@creased by 48.4% or $1.0 million, from $2illion for the nine months ended
September 30, 2012 to $3.0 million in the sameogeof 2013. The primary reason for this increass ketated to building the infrastructure to
support the growth through increased technology@avgments and upgrades as well as the costs rétaeegbanding of technological platforms into
new markets. This corresponds with our philosophihigh touch, high tech"whereby we provide an exceptional level of custosegvice supporte
by state-of-the-art technology.

Professional services expense increased to $0lidmfibr the nine months ended September 30, 20i@weompared to $2.5 million for the same
period of 2012. This increase was primarily attrdle to higher legal and consulting expenses 82@lated to regulatory filings and other matters.

Management provided for a loss contingency of $Zillon during the nine months ended Septembe2BQ@3, in relation to a suspected fraud. Due
to the uncertainty surrounding the amount of lassinge of possible loss could be as low as $lllmor less to a maximum of $2.7 million.

The stock-offering expenses of $1.4 million recarde2012 were a result of the termination of Costes’ public offering of Voting Common Stock
in May 2012.
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FDIC assessments, taxes and regulatory fees irttdns59.2% or $1.3 million from $2.2 million fdre nine months ended September 30, 2012 to
$3.5 million for the same period of 2013. The pniyneeason for this increase was related to higleenBylvania bank shares tax expense that res
from legislative changes to the tax calculatiorthiea amount of $1.1 million during the third quamé 2013 compared to the same period ended 2012
which approximated $529,000 and the growth in asJétis was offset by a decrease in state franetidesales and use tax in the amount of $46,00C
from the third quarter of 2012 as compared to Hraesquarter of 2013. Lastly, other regulatory alinbffees decreased by $23,000 to $33,000 in the
third quarter of 2013 as compared to $56,000 dutieghird quarter of 2012.

Income Taxe

The income tax expense was $12.8 million and $8ll&mfor the nine months ended September 30, 208182012. The increase in the income tax
provision is primarily due to the increase in metdme before taxes of approximately $11.5 millibhe effective tax rate for the nine months ended
September 30, 2013 and 2012 was approximately R®pe

Financial Condition
General

Total assets were $3.9 billion at September 303281%723.9 million, or 22.6%, increase from taisdets of $3.2 billion at December 31, 2012. 1
liabilities were $3.5 billion at September 30, 2048 increase of $604.5 million, or 20.6%, fronatdiabilities of $2.9 billion at December 31, 2012

The major changes within our financial positionuted as the result of the growth in loans recdé/abt covered by loss sharing agreements with
the FDIC, which increased by 65.9% or $801.6 millio $2.0 billion at September 30, 2013, from $illon at December 31, 2012. Approximately
19.3% of the loan growth from December 31, 2012 thagesult of the purchase of $155.1 million afeoercial loans from Flagstar Bank on
March 28, 2013. In addition, as part of our orgagrimwth strategy, we plan to establish a brandhénCity of Philadelphia with the intention of
servicing underserved and lower-and-moderate-incous®mers.

The following table sets forth certain key condehsalance sheet data:

September 3C December 31
2013 2012
(dollars in thousands
Cash and cash equivalel $ 255,65 $ 186,01¢
Investment securities, available for s 497 ,56¢ 129,09
Loans held for sale (including $840,425 and $1,2380f mortgage
warehouse loans at fair value at September 30, 20december 3
2012) 917,93¢ 1,439,88!
Loans receivable not covered under FDIC Loss Shakgreement: 2,018,53; 1,216,94
Loans receivable covered under FDIC Loss Sharingément: 81,25¢ 107,52¢
Total loans receivable, net of the allowance fanltosse: 2,072,98 1,298,63!
Total asset 3,925,11. 3,201,23.
Total deposit: 3,243,31. 2,440,81.
Federal funds purchas: 0 5,00(
Total other borrowing 235,25( 471,00(
Subordinated del 2,00( 2,00(
Total liabilities 3,536,222 2,931,75
Total shareholde’ equity 388,88! 269,47!
Total liabilities and sharehold¢ equity 3,925,11. 3,201,23.

Cash and Cash Equivalents

Cash and cash equivalents is comprised of cashaaérom banks and interest earning deposits. @adhdue from banks consisted mainly of vault
cash and cash items in the process of collectianhwdmounted to $88.3 million and $12.9 milliorSsptember 30, 2013 and December 31, 2012,
respectively. In addition, the interest-bearingaigs portion of cash and cash equivalents is piiyneomprised of balances at the Federal Reserve
Bank in the amount of $163.2 million and $172.0liol at September 30, 2013 and December 31, 2@1®¢eH as at the Federal Home Loan Ban
Pittsburgh in the amount of $1.2 million at Septem®0, 2013 and $1.1 million at December 31, 201 ®otal, cash and cash equivalents increased
$69.6 million, or 37.4%, to $255.7 million at Septeer 30, 2013 when compared to $186.0 million atébsber 31, 2012.
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Investment Securitie

Our investment securities portfolio is an importsotirce of interest income and liquidity. It cotsisf government agency and mortgage-backed
securities (guaranteed by an agency of the Unitatt$government or non-agency) and domestic catgaebt. In addition to generating revenue,
the investment portfolio is maintained to managderist-rate risk, provide liquidity, provide co#iaal for other borrowings, and diversify the credit
risk of earning assets. The portfolio is structuiedhaximize net interest income, given changdkéneconomic environment, liquidity position, and
balance sheet mix.

At September 30, 2013, our investment securitia® 8d97.6 million compared to $129.1 million in Beter 31, 2012. During the nine months that
ended September 30, 2013, the Bank used excegditjqo purchase Agency Mortgage-Backed Secusisese of which qualified as CRA-eligible
investments. The CRA-eligible securities are cosgatiof loans in our assessment area. During trekdbiarter, the Bank invested excess liquidity
generated from a reduction in warehouse loan betaand increased non-interest bearing demand degesiunt’s into well-structured Agency
Collateralized Mortgage-Backed Securities.

Unrealized gains and losses on available-for-sdeardties are included in other comprehensive ireamd reported as a separate component of
shareholders’ equity, net of the related tax effect

Loans

Existing lending relationships are primarily witlmall businesses and individual consumers largeBuicks, Berks, Chester, Montgomery, Delaware,
and Philadelphia Counties, Pennsylvania; CamderiMarder Counties, New Jersey; and Westchester @aundt New York City, New York; and tl
New England area. The loan portfolio is primaribngprised of mortgage warehouse, commercial reateestonstruction, and commercial ¢
industrial loans.

Mortgage warehouse loans and certain residentall@xpected to be sold are classified as loadsftvesale. Loans held for sale totaled $0.9 hillio
and $1.4 billion at September 30, 2013 and Dece®be2012, respectively. Loans held for sale atanwuded in the loan receivable amounts. The
mortgage warehouse product line provides finantingortgage companies nationwide from the timenefttome purchase or refinancing of a
mortgage loan through the sale of the loan by theigage originator into the secondary market, eitheough a repurchase facility or the purchas
the underlying mortgages. As a mortgage wareharsgel, we provide a form of financing to mortgagekers by purchasing for resale the
underlying residential mortgages on a short-tersisoander a master repurchase agreement. We geetstabthe risks associated with such lending,
including, but not limited to, the risks of frauzknkruptcy and default of the mortgage banker dhefunderlying residential borrower, any of which
could result in credit losses. The mortgage warsbdending division monitors these mortgage origirsaby obtaining financial and other relevant
information to reduce these risks during the legdiariod.

Loans receivable, net, increased by $744.4 miioo$2.1 billion at September 30, 2013 from $1.8dsilat December 31, 2012. In the first quarter of
2013, the bank acquired $182.3 million in comméioan commitments from Michigan-based FlagstarkBafwhich $151.6 million is currently
outstanding. In addition, the increase in Loangirable, net, was also attributable to higher badarfor commercial real estate of $655.4 million.
The commercial real estate loan balance is inangatile to execution of Customers’ organic growthtsgy. Offsetting these increases in part was
normal loan runoff for purchased-credit-impaired aovered loans.
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On March 28, 2013, Customers Bank completed thehase of certain commercial loans from Michiganeblaslagstar Bank. Under the terms of the
agreement, Customers Bank acquired $182.3 miliimoimmercial loan commitments, of which $155.1 imnllwas outstanding. Also, as part of the
agreement, Customers Bank assumed the leasesdaf ftalagstar's commercial lending offices in Newgtand. The purchase price was 98.7% of
loan principal balance outstanding. The compositibnet loans receivable at September 30, 2013muwémber 31, 2012 was as follows:

September 3C December 31
2013 2012
(dollars in thousand:
Constructior $ 22,19 $ 27,79
Commercial real esta 29,62:¢ 44 90:
Commercial and industri; 6,82¢ 11,15
Residential real esta 19,23: 19,95:
Manufactured housin 3,381 3,72¢
Total loans receivable covered under FDIC lossispar
agreements (1 81,25t 107,52¢
Constructior 34,67 28,897
Commercial real esta 1,490,93! 835,48t
Commercial and industri 213,79¢ 75,11¢
Mortgage warehous 1,00¢ 9,56¢
Manufactured housin 142,67" 154,70:
Residential real esta 133,50¢ 109,43(
Consume 1,88¢ 2,061
Total loans receivable not covered under FDIC &beging

agreement 2,018,47. 1,215,26.

Total loans receivabl 2,099,72 1,322,78:
Deferred (fees) costs, r 58 1,67¢
Allowance for loan losse (26,800 (25,837)
Loans receivable, ni $ 2,072,98 $1,298,63!

(1) Loans that were acquired in two FDIC assistadgactions and are covered under loss sharingragrés with the FDIC are referred to as
“covere(’ loans throughout this Managem’s Discussion and Analysi

The commercial and construction credit loan refetfops are monitored on a periodic basis to evalthet cash flows available for the repayment of
loans. Management emphasizes loan quality and ohosétoring of potential problem credits. Credgkridentification and review processes are
utilized to assess and monitor the degree of ngke loan portfolio. The lending and credit admiirdtion groups are charged with reviewing the
portfolio and identifying changes in the economyroa borrower’s circumstances which may affectiberower’s ability to repay the loan, or the
underlying value of the pledged collateral. Covdoeths are monitored and evaluated in the same endgomddress the provision of the loss sharing
arrangements with the FDIC.

It is the legacy and acquired construction and cencial real estate secured portion of the loanfplastin which we are experiencing the most
challenges with delinquent and non-accrual loam&dptember 2009, we tightened the underwritingcigsl for commercial real estate lending and
construction lending. Although we believe that veerdnidentified and appropriately allocated reseagsnst the riskiest of the loans in construction
and commercial real estate, the possibility offfartdeterioration before the real estate markestaround may result in increased allocations ®f th
Allowance for Loan Losses in that area in the fatur

Other than the concentrations already addressedri@house lending, construction and commercialgs@te, and manufactured housing, at
September 30, 2013, we had no large exposurefién osky industries such as restaurants, homérigeail businesses or other industries that are
typically viewed as high risk.

Credit Risk

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, by estadiing and enforcing rigorous underwriting
standards, by intensive collection efforts and $talelishing and performing periodic loan classtfimareviews. Management also considers credit
risks by maintaining an adequate allowance for loases, to which credit losses are charged whendte identified and to which provisions are
added when it is appropriate, or at least quart@ithe allowance for loan losses is evaluated paratigt as management deems appropriate. The
provision for loan losses was $750 thousand andi®hdlion for the three months ended Septembe28@3 and 2012, respectively and $6.5 mill
and $14.7 million for the nine months ended Septamb, 2013 and 2012, respectively. The allowancéofin losses was $26.8 million or 1.33% of
total non-covered loans at September 30, 2013 a6@B%$nillion, or 1.20% of total non-covered loaasPecember 31, 2012.
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The chart below depicts changes in Customers Bpiscallowance for loan losses for the periods iatkd.

Analysis of the Allowance for Loan Losses

Three Months Ended

Nine Months Ended

September 30, September 30,
2013 2012 2013 2012
(dollars in thousand:
Balance at the beginning of the perior $28,14: $16,11¢ $25,83’ $15,03:
Loan charge-offs
Constructior 0 47E 1,47( 2,66¢€
Commercial real esta 851 28¢ 2,74z 1,42¢
Commercial and industri; 1,311 26¢ 1,407 30C
Residential real esta 11€ 36E 31E 56E&
Consumer and oth 16 27 16 37
Total Charg-offs 2,294 1,41¢ 5,95( 4,994
Loan recoveries
Constructior 0 3 0 3
Commercial real esta 18¢€ 33 24¢€ 83
Commercial and industri 16 98 181 164
Residential real esta 0 0 7 5
Consumer and oth 0 22 9 27
Total Recoverie 202 15€ 442 282
Total net charge-offs 2,092 1,26( 5,507 471z
Provision for loan losses 75C 10,11¢ 6,47( 14,65«
Balance at the end of the periot $26,80( $24,97¢ $26,80( $24,97

Asset Quality

Customers Bank reported impaired loans totaling 3&tlllion at September 30, 2013, compared to $58lllon at December 31, 2012. Non-accrual
non-covered loans totaled $14.9 million at Septer36e 2013, down from $22.3 million at December Z112. Customers had net charge-offs of
$2.1 million for the third quarter of 2013 and $in8lion for the third quarter of 2012. Customeexmet charge-offs of $5.5 million for the nine
months ended September 30, 2013 and $4.7 milliothéonine months ended September 30, 2012. These$®.8 million and $4.0 million of non-
covered other real estate owned as a result oflfisere or voluntary transfer to us at Septembe803 and December 31, 2012, respectively.

To better understand our asset quality and rel&serve adequacy, Customers breaks loan portfatiativo categories; loans that were originated
and loans that were acquired. The analysis fudhédes purchased loans into categories for thosehased at a credit discount, and those not
acquired with credit discount. Management beligheas this additional information allows investooshtetter understand the risk in our portfolio and
the various types of credit reserves that are abkalto support loan losses in the future. Origiddbans risk of future losses are supported waigh t
allowance for loan loss reserves. Acquired loaessapported with allowance for loan losses, nomedable difference fair value marks, and cash
reserves, as described below. This schedule inglodth loans held for sale and loans held for itaest.
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Asset Quality at September 30, 201

NPLs to

NPAs to
Greater Total
than 90  Non-accrual/ Loan Loans +
PCI 3C-89 Days anc NPLs OREO NPAs Type OREO
Loan Type Total Loans Loans Current Days  Accruing (a) (b) (a)+(b) (%) (%)

(dollars in thousand:
Originated Loans
Legacy (originated prior to Septemt

2009) $ 80,688 $ 0$ 6967¢ $ 40C $ 0 $ 10,60¢ $ 4,12¢ $14,73: 13.1f 18.2¢
Warehous¢ Repo 5,60¢ 0 5,60¢ 0 0 0 0 0 0.0C 0.0C
Warehouse and Mortgage Held for & 917,93¢ 0 917,93¢ 0 0 0 0 0 0.0C 0.0C
Manufacturec 4,00¢ 0 3,99¢ 1C 0 0 0 0 0.0C 0.0C
Commercia 609,03: 0 608,50: 0 0 53C 0 53C  0.0¢ 0.0¢
Multi-family 860,63¢ 0 860,63¢ 0 0 0 0 0 0.0C 0.0C
Consumer/Mortgag 105,23t 0 105,23¢ 0 0 0 0 0 0.0C 0.0C
TDRs 1,93¢ 0 1,57¢ 0 0 36C 0 36C 18.6( 18.6(

Total Originated Loans 2,585,07 0 257317 41C 0 11,49¢ 4,12t 15,62¢ 0.44 0.6C

Acquired Loans

Berkshire 12,417 0 10,07: 0 0 2,34¢ 1,251 3,597 18.8¢ 28.9i
FDIC - Coverec 50,44’ 0 44,62 38 0 5,78. 7,83¢ 13,62¢ 11.47 27.01
FDIC - Nor-covered 18 0 18 0 0 0 0 0 0.0C 0.0C
Manufactured Housing 201 76,63¢ 0 72,811 3,82t 0 0 0 0 0.0C 0.0C
Manufactured Housing 201 0 0 0 0 0 0 384 384 0.0C 100.0(
Manufactured Housing 201 54,61: 0 49,08¢ 2,42¢ 3,09t 0 0 0 0.0C 0.0C
Flagstat 148,57( 0 148,57( 0 0 0 0 0 0.0C 0.0cC
TDRs 2,98 0 1,791 9k 0 1,101 0 1,101 36.8¢ 36.8¢

Total Acquired Loans 345,68 0 326,97 6,387 3,09t 9,23¢ 9,47¢ 18,70t  2.67 5.41

Acquired PCI Loans

Berkshire 51,68¢ 51,68¢ 46,84 327 4,52 0 0 0 0.0C 0.0cC
FDIC - Coverec 30,18° 30,18: 4,40z 0 25,78t 0 0 0 0.0C 0.0C
Manufactured Housing 201 5,884 5,884 2,66¢ 731 2,487 0 0 0 0.0C 0.0C

Total Acquired PCl Loans 87,75¢ 87,75¢ 53,90¢ 1,05¢ 32,79: 0 0 0 0.0C 0.0C

Subtotal 3,018,52. 87,75¢ 2,954,05. 7,85t 35,88 20,73( 13,60: 34,33: 0.0C 0.0C
Unearned Origination Fel 59 0 0 0 0 0 0 0 0.0C 0.0C
Fair Value Adjustmen (857) 0 0 0 0 0 0 0 0.0C 0.0C

Total Portfolio $3,017,721 $87,75¢ $2,954,05. $7,85¢ $35,887 $ 20,73( $13,60: $34,33:  0.6¢ 1.14
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Asset Quality at September 30, 2013 (continuet

Reserve
Total to Loans Reserves
Credit Cash Credit to NPLs
Loan Type Total Loans NPLs ALL Marks Reserve Reserve (%) (%)
(dollars in thousand:
Originated Loans
Legacy (originated prior b to September 20 $ 80,68: $10,60¢ $ 2,82( $ 0 $ 0 $282 3.5C 26.5¢
Warehous¢« Repo 5,60¢ 0 42 0 0 42 0.7¢ n/e
Warehouse and Mortgage Held for S 917,93¢ 0 0 0 0 0 0.0C n/e
Manufacturec 4,00¢ 0 79 0 0 80 2.0C n/e
Commercia 609,03: 53C 5,67¢ 0 0 5,67¢ 0.92 1,052.4:
Multi-family 860,63¢ 0 3,44¢ 0 0 3,44¢ 0.4C n/e
Consumer/Mortgag 105,23t 0 78¢ 0 0 78¢ 0.7t n/e
TDRs 1,93¢ 36C 64 0 0 63 3.2t 17.5(
Total Originated Loans 2,585,07! 11,49¢ 12,81¢ 0 0 12,81¢ 0.5C 111.5(
Acquired Loans
Berkshire 12,417 2,34¢ 51z 0 0 51z 4.1z 21.8:
FDIC - Coverec 50,44 5,78 2,19¢ 0 0 2,19¢ 4.3€ 38.0(
FDIC - Nor-covered 18 0 0 0 0 0 0.0C n/e
Manufactured Housing 201 76,63¢ 0 0 0 2,94¢ 2,94¢ 3.8t n/e
Manufactured Housing 201 0 0 0 0 0 0 0.0C n/e
Manufactured Housing 201 54,61: 0 0 0 0 0 0.0C n/e
Flagstat 148,57( 0 0 0 0 0 0.0C n/e
TDRs 2,98i 1,101 42 0 0 42 1.41 3.81
Total Acquired Loans 345,68¢ 9,23¢ 2,757 0 2,94¢ 5,70z 1.6E 61.7¢
Acquired PCI Loans
Berkshire 51,68¢ 0 4,12¢ 2,85k 0 6,981 13.51 n/e
FDIC - Coverec 30,18 0 5,79( 2,167 0 7,957 26.3¢€ n/e
Manufactured Housing 201 5,88¢4 0 60C (2,099 0 (1,499 (25.4)) n/e
Total Acquired PCl Loans 87,75¢ 0 10,51¢ 2,92¢ 0 13,43¢ 15.31 n/e
Subtotal 3,018,52. 20,73( 26,08¢ 2,92: 2,94¢ 31,96( 0.0c n/e
Unearned Origination Fees and FV A (79¢) 0 0 0 0 0 0.0C n/e
Residual Reserv 0 0 71z 0 0 71z 0.0C n/e
Total Portfolio $3,017,720  $20,73( $26,80( $2,92¢ $2,94¢ $32,67: 1.0¢ 157.6:

Originated Loans

Originated loans totaled $2.6 hillion at Septen@®&r2013, or 85.7% of total loans receivable. $80illon of these loans were originated prior to
September 2009 (“Legacy Loans”) when the new mamagéteam adopted new underwriting standards thabgement believes better limits risks
of loss. At September 30, 2013, the Legacy loadsided in $14.7 million of non-performing assetdiPA’s”) or 94.3% of total NPAs for originate:
loans and 42.9% of total NPA'’s.

The high level of non-performing loans (“NPLsf)the Legacy Loan portfolio (13.15% NPL / Loangre supported by $3.0 million of the allowa
for loan losses, or about 3.5% of total Legacy lso@@ommercial loans and multi-family loans totedds billion and were supported with $9.0
million of the allowance for loan losses. Consumetd mortgage loans totaled $105.2 million and gepported by $788 thousand of the allowance
for loan losses. The mortgage warehouse loandassified as held for sale and credit allowancesanbedded in the reported numbers, so no
allowance for loan losses is maintained.
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Acquired Loan:

At September 30, 2013, Customers Bank reported.8488lion of acquired loans which was 14.3% oBidbans. When loans are acquired, they are
recorded on the balance sheet at fair value. Aeduoans include purchased portfolios, FDIC faitetk acquisitions, and unassisted acquisition
September 30, 2013, (i) 34.8% of acquired loangwerchased from Michigan-based Flagstar Bank orcivia8, 2013, (ii) 14.8% of acquired loans
were from the Berkshire Bancorp acquisition, (i.6% of acquired loans were from FDIC assistediaitépns, which have loss share protection of
80% of credit losses being covered by the FDIC, @n)d1.64% of acquired loans represented manufadthousing loans that were purchased from
Tammac Holding Corporation (“Tammac”), a consuniegifice company. Of the loans purchased from Tanpriacto 2012, 92.9% were supported
by a $2.9 million cash reserve that is maintaimed demand deposit account at the Bank. All culmsstes and delinquent interest are covered with
this reserve. For the manufactured housing loanshased in 2012 in the amount of $56.0 million, Tizexs has an obligation to pay us the full pa:
amount of a defaulted loan once the borrower vadaie property, which includes any principal, udgaterest, or advances on the loans.

Most of the acquired loans were purchased at adigc The price paid factored into management'gioent on the credit and interest rate risk
inherent in the portfolio at the time of purchaSeery quarter, management reassesses the risldarsisathe fair value to incorporate changes in the
credit outlook. Total NPAs in the acquired portfolvere $18.7 million, or 54.5% of total NPAs. OfaloNPA, 72.8% have FDIC loss share protec
(80% FDIC coverage of losses). At September 30320t FDIC-covered loans had $8.0 million of akkmwe for loan losses and $2.2 million of
non-accretable difference fair value marks to supfubure credit losses. 10.5% of total NPAs wemaf loans related to the Berkshire acquisition,
while 1.1% of total NPAs were from loans acquireshf Tammac.

Acquired loans have a significantly higher percgataf non-performing assets than loans originatied 8eptember 2009. Management acquired
these loans with the expectation that losses woeldlevated, and therefore incorporated that eapientinto the price paid. Management also cre
a Special Assets group that has a major focus akowts for these acquired non-performing assets.

Held-for-Sale Loans

The loans held-for-sale portfolio included $902.ifliom of warehouse loans and $15.2 million of ngages. Held-for-sale loans are carried on our
balance sheet at fair value or lower of cost orketarso an allowance for loan losses is not needed.

Nonperforming loans and assets not covered unddCHBss sharing agreemer

The tables below set forth non-performing loans maokperforming assets not covered under FDIC3bssing agreements and the corresponding
asset quality ratios at September 30, 2013 andrbleee31, 2012. Non-accruals loans decreased $Hidmthrough September 30, 2013 when
compared to December 31, 2012.

September 3C December 31
2013 2012
(dollars in thousands
Loans 90+ days delinquent and still accru $ 3,09t $ 1,96¢
Nor-accrual loans (1 $ 14,94 $ 22,347
Other real estate ownt 5,76% 4 00¢
Nor-performing no-covered asse $ 20,70t $ 26,35

(1) Net of credit marks
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September 3C December 31

2013 2012
Norn-accrual non-covered loans to total non-covereddoa
receivable (excludes loans held for si 0.74% 1.8%%
Non-performing, no-covered assets to total r-covered asse 1.02% 2.1€%

Non-accrual loans and 90+ days delinquent to totalcawered
assets 0.8% 1.9%

Allowance for loan losses t

Total nor-covered loan: 0.81% 1.2(%
Non-performing, no-covered loan 108.9% 65.2€%
Non-performing, no-covered asse 78.66% 55.3%

Customers bank manages its credit risk throughlitrersification of the loan portfolio and the agaliion of policies and procedures designed to
foster sound credit standards and monitoring prestiWhile various degrees of credit risk are aasedt with substantially all investing activitiehe

lending function carries the greatest degree ofm! loss.

The tables below set forth non-accrual loans amdp®eforming assets covered under FDIC loss shagmgements at September 30, 2013 and
December 31, 2012.

September 3C December 31
2013 2012
(dollars in thousand:
Nor-accrual covered loans ( $ 5,781 $ 10,50¢
Covered other real estate owr 7,83¢ 4,10¢
Nonr-performing, covered asse $ 13,62¢ $ 14,61:

(1) Net of credit marks

Deposits

We offer a variety of deposit accounts, includitgeking, savings, money market and time depos#poBits are obtained primarily from within our
service area and through wholesale and broker mesn®hese networks provide low cost funding akines to retail deposits and provide diversity
to our sources of funds. Total deposits grew b@9®&2to $3.2 billion at September 30, 2013 from $2l4on at December 31, 2012. Non-Interest
Bearing Demand deposits grew $451.5 million dueeposits from students that are serviced by a farty specialist. These deposits are seasonal,
peaking in the fall and mid-winter and lowest ie gummer. Certificate of deposits grew $104.3 atilirom $1.2 million at December 31, 2012.
Time deposits $100,000 and over, increased $19®mdompared to December 31, 2012 due to deposihptions and the addition of the
Certificate of Deposit Account Registry Service P8RS”) deposit program.

The components of deposits were as follows:

September 3C December 31
2013 2012
(dollars in thousand:
Demand, no-interest bearin $ 671,21: $ 219,68
Demand, interest bearir 1,260,27! 1,020,94
Savings 27,62« 20,29¢
Time, $100,000 and ow 861,52: 708,48
Time, othel 422,68t 471,39¢
Total deposit: $ 3,243,31; $2,440,81
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Other Borrowings

Other borrowings are funds used to meet Custorfieesicing needs in excess of deposits and equiyof/ASeptember 30, 2013, other borrowings
consisted of $172.0 million borrowings from the Eed Home Loan Bank with various maturities up 1 ylears and interest rates ranging from
0.27% to 3.3%. Other borrowings also includes $&3ilBon five-year senior unsecured notes bearingngerest rate of 6.375% issued in the third
quarter of 2013, maturing in the third quarter 812. The amount outstanding at September 30, 20%$235.3 million is down $235.7 million from
December 31, 2012 as Customers used excess fumdstérdeposit aggregation activities to pay oftumiag borrowings.

Capital Adequacy and Shareholders’ Equity

Shareholders’ equity increased by $119.4 millio8388.9 million at September 30, 2013, from $268ilion at December 31, 2012. Net income
was $23.7 million for the nine months ended Sep&@mb, 2013. Contributing to the increase in shaldehs’ equity was the fact that warrants to
purchase 31,904 shares of common stock were egdratsa price of $10.50 per warrant during the tgn@anded September 30, 2013. This result
an increase in shareholders’ equity of $335,000Maxg 22, 2013, we raised $103.5 million in grossgeeds by issuing 6,179,104 shares of our
voting common stock at a price to the public of $56per share. Net proceeds after deducting undergvdiscounts and commissions and offering
expenses were $97.5 million. Lastly, 23,413 shafééting Common Stock were issued during the finsarter of 2013 to directors who were
entitled to receive these as compensation for #esirice as a director of Customers Bancorp ord@usts Bank, which resulted in a $252,000
increase in shareholders’ equity.

This increase in shareholders’ equity was offseBagcorp’s repurchase of warrants to purchase 34H4&res of common stock at a price of $6.59
per warrant during the quarter ended Septembe2®IB. This resulted in a decrease in shareholéersty of $227,000.

In addition, the recognition of stock-based compéps increased equity by $2.5 million, which wédfset by unrealized losses on securities of $4.6
million.

We are subject to various regulatory capital regnints that are monitored by federal banking agsn€&iailure to meet minimum capital
requirements can lead to supervisory actions bylatgrs; any supervisory action could have a dinegterial effect on our financial statements.
During the quarter ended September 30, 2013, CeswBancorp downstreamed $40 million in cash tad@nsrs Bank. At September 30, 2013, we
met all capital adequacy requirements to which wesvsubject and were well capitalized.
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The capital ratios for the Bank and Customers Bgnab September 30, 2013 and December 31, 2012agd@lows:

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
As of September 30, 201:
Total capital (to risk weighted assets
Customers Bancorp, In $413,90C 13.6% $ 243,50( 8.C% N/A N/A
Customers Ban $427,80¢ 14.1¢9% $ 241,29¢ 8.(% $ 301,62 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $386,51° 12.7% $ 121,75( 4.C% N/A N/A
Customers Ban $400,42¢ 13.2¢% $ 120,64 4% $ 180,97 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $386,51° 10.6%% $ 145,38¢ 4.C% N/A N/A
Customers Ban $400,42t 11.09% $ 145,04 4% $ 181,30 5.C%
As of December 31, 2012
Total capital (to risk weighted assets
Customers Bancorp, In $289,03! 11.26% $ 205,44: 8.C% N/A N/A
Customers Ban $244,71( 9.52% $ 205,44. 8.(% $ 256,80: 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $262,71¢ 102% $ 102,72 4.C% N/A N/A
Customers Ban $218,39: 85(% $ 102,72: 4% $ 154,08: 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $262,71¢ 93(% $ 112,93¢ 4.0% N/A N/A
Customers Ban $218,39: 7786 $ 112,89t 4% $ 141,12 5.C%

Liquidity and Capital Resources

Liquidity for a financial institution is a measuséthat institution’s ability to meet depositor®eds for funds, to satisfy or fund loan commitments
and for other operating purposes. Ensuring adedigaitielity is an objective of the Asset/Liability &dhagement process. We coordinate our
management of liquidity with our interest-rate sewvity and capital position. We strive to maintairstrong liquidity position.

Our investment portfolio provides periodic castwifothrough regular maturities and amortization eautl be used as collateral to secure additional
liquidity funding. Our principal sources of fundsearoceeds from stock and debt issuances, deppsitsipal and interest payments on loans, and
other funds from operations. We also maintain beimg arrangements with the FHLB and the FederabEResBank of Philadelphia to meet short-
term liquidity needs. At September 30, 2013, ourdwing capacity with the FHLB was $1.342 billiohwhich $100 million was utilized in long-
term borrowings. Furthermore, at September 30, 20dBavailable borrowing capacity with the Feddtakerve Bank of Philadelphia was $82.2
million.

Net cash flows provided by operating activities @#$588.0 million for the nine months ended SepterBbe2013. Proceeds of loans held for sal
excess of the origination of loans held for saletdbuted $519.3 million to cash flows provided dgyerating activities. Investing activities used net
cash flows of $1.175 billion for the nine monthsled September 30, 2013, as purchases less prdcesdsaturities, calls and principal repayments
of investment securities used $375.9 million. Theincrease in loans in the amount of $639.0 nnilhs well as the purchase of the Flagstar loans of
$155.3 million outstanding balances used cash 8 $/million. An additional purchase of bank-owniéelinsurance in the amount of $27.9 million
during the nine months ended September 30, 20bXalstributed to the total cash used in investictgydiies on a nine-month year-to-date basis.

Net cash flows used in operating activities wer@49 million for the nine months ended Septembe2BQ2. Origination of loans held for sale
excess of the proceeds from the sales of loansibaoted $1.0 million to cash flows used in opergtattivities. Investing activities provided netlcas
flows of $518.1 million for the nine months endezp®&mber 30, 2012, as proceeds less purchasesélemof investment securities contributed
$198.4 million, and the net decrease in loans dmrted $302.3 million. A $765.1 million net incresis deposits provided sufficient cash flows to
repay $300.0 million in short-term borrowings, sogmperating and investing activities, and inceseash and cash equivalents by $83.9 million.
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An $802.6 million net increase in deposits, whicbvided the majority of the support for $304 mitliinancing activities, was also used in part to
reduce short-term borrowed funds and FHLB borrowifithis decrease in the level of borrowings waspmsad of a decrease in shtatm borrowe:
funds of $339 million and an increase in FHLB barirgs of $35 million. Net proceeds from the issu@nt Senior Notes in the third quarter of 2(
in the amount of $60.3 million, were priced at teraf 6.375%. The proceeds were used to investisidiners Bank to fund organic growth, and for
working capital and other corporate purposes. Oy B 2013, we raised $103.5 million in gross gasiteeds by issuing 6,179,104 shares of our
voting common stock at a price to the public of $56per share. Net proceeds after deducting undergvdiscounts and commissions and offering
expenses were $97.5 million and were used to fugdnic growth, and for working capital and othengi@l corporate purposes. The net proceeds
from both of the above issuances contributed tongecash provided by financing activities tota$666.5 million.

Ultimately, the net result was an increase in @shcash equivalents of $69.6 million for the mimenths ended September 30, 2013 as compared tc
an increase of $83.9 for the same period ended:Bdyetr 30, 2012.

Other Information
Regulatory Matters and Pending Legislati

In 2008, the U.S. financial system and broader esgnfaced the most severe financial crisis sineeGheat Depression. The crisis threatened the
stability of the financial system and contributedhe failure of numerous financial institutionscluding some large, complex financial institutions
In response to the crisis, Congress passed the-Badtk Wall Street Reform and Consumer Protection(Bodd-Frank Act), which became law on
July 21, 2010. The act includes numerous refornstrengthen oversight of financial services firmd aonsolidate certain consumer protection
responsibilities within the Bureau of Consumer Ririal Protection, commonly known as the Consumeaigial Protection Bureau (CFPB).
Although the Dodd-Frank Act exempts small instidag, such as community banks and credit unions) &everal of its provisions, and authorizes
federal regulators to provide small institutionghwielief from certain regulations, it also congprovisions that will impose additional restrict#o

and compliance costs on these institutions. Deteéngiwhich provisions will affect us is difficulbecause the impact may depend on how agencies
implement certain provisions through their rules] anany of the rules needed to implement the act hat been finalized.

On September 12, 2010, the Basel Committee on Bgriiipervision announced an agreement to a steemgdlset of capital requirements for
internationally active banking organizations in theited States and around the world, known as BHs@8asel 11l narrows the definition of what is
included in regulatory capital, introduces requiegrts for minimum Tier 1 common capital, increasggiirements for minimum Tier 1 capital and
total risk-based capital, and changes risk-weightificertain assets. On July 2, 2013, the FedezaéRe adopted a final rule regarding new capital
requirements pursuant to Basel Ill. These ruleschvare currently scheduled to become effectivdamuary 1, 2015 for community banks, and fully
phased in by January 1, 2019, will increase thaired amount of regulatory capital to meet the fatguy capital standards and may, if capital levels
are not sufficient, lead to limitations on the diend payments and compensation. We continue to&eathe impact the new capital requirements
may have on our business and will manage our bssiaecordingly.

Effect of Government Monetary Policies

Our earnings are and will be affected by domegiimemic conditions and the monetary and fiscalguesi of the United States government and its
agencies. An important function of the Federal Res8oard is to regulate the money supply and ésterates. Among the instruments used to
implement those objectives are open market operatioUnited States government securities and @wmimgreserve requirements against member
bank deposits. These instruments are used in \gaogimbinations to influence overall growth andritisition of bank loans, investments, and
deposits, and their use may also affect rates edawg loans or paid for deposits.

ltem 3. Quantitative and Qualitative Disclosures About Market Risk

At September 30, 2013, there have been no matdrgalges in the information disclosed under “Quatitie and Qualitative Disclosures About
Market Risk” included within Customers Bancorp’sl2G~orm 10-K.

Item 4. Controls and Procedures

As of the end of the period covered by this repOustomers Bancorp carried out an evaluation, uthdesupervision and with the participation of
Customers Bancorp’s management, including CustoBansorp’s Chief Executive Officer and Chief Fineh©fficer, of the effectiveness of the
design and operation of Customers Bancorp’s disctosontrols and procedures as defined and inxobdhge Act Rules 13a-15(e) and 15d-15
(e). Based upon the evaluation, the Chief Execuiffecer and Chief Financial Officer concluded ti@aistomers Bancorp’s disclosure controls and
procedures were effective at September 30, 2013.

During the quarter ended September 30, 2013, tiware been no changes in the Bancorp’s internal@amter financial reporting that have
materially affected, or are reasonably likely totenilly affect, the Bancorp’s internal control ofmancial reporting.
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Part 1l. OTHER INFORMATION
Item 1. Legal Proceedings

Except as described below, neither Customers Bprromrany of its subsidiaries is involved in, n@any of their property the subject of, any
material legal proceedings other than ordinaryinauiitigation incident to their business.

On August 7, 2013, Customers received a letter ffmrFederal Reserve Bank of Philadelphia (“ResBesk”) of its determination, in connection
with its consumer compliance and Community Reinmestt Act examinations of the Bank, to make a raféo the Department of Justice. The
Reserve Bank informed us that it made the refé@aéd on its belief that the Customers Bank hasaraplied with certain provisions of the Equal
Credit Opportunity Act (“ECOA”"), Fair Housing ActkHA”) and Regulation B with regard to the City Bhiladelphia. Customers Bank received
notification as of September 24, 2013 that the Etepent of Justice has initiated an investigatiolCastomers under the ECOA and FHA. Customers
believes that the Bank has complied with these kwgsregulations. We are cooperating fully with Brepartment of Justice in the conduct of its
investigation. We have not received any further mmication from the Department of Justice regardivgresults of their investigation of this
matter.

ltem 1A. Risk Factors

You should carefully consider the factors discusgeeéRisk Factors” included within the 2012 Form-KCand in our subsequently filed quarterly
reports Form 10-Q for the periods ended March 8132and June 30, 2013. The risks described thareinot the only risks facing us. Additional
risks and uncertainties not currently known to uthat we currently deem to be immaterial also meyerially adversely affect our business,
financial condition and/or operating results. Skert 2 — Management’s Discussion and Analysis ofRtial Condition and Results of Operations
— Cautionary Note Regarding Forward-Looking Statet:i&n

It em 2. Unregistered Sales of Equity Securities and Use Bfroceeds
Maximum number of shares
Total number of shares Total number of shares that may be purchased unde
Average price paid purchased as part of publicly
Period warrants purchased per share/warrant (3) announced plans or program the plans or programs
7/1/13 to 7/31/1 0 $ 0.0C N/A N/A
8/1/13 to 8/31/1 2,354,40' (1) 16.2¢ N/A N/A
9/1/13 to 9/30/1 1,384,09. (2) 16.81 N/A N/A
Total 3,738,501

(1) This total is comprised of: (i) 2,319,955 share€lafss B No-Voting Common Stock that Customers Bancorp condexe?,319,955 shares
Voting Common Stock and (ii) the repurchase by @ustrs Bancorp of warrants to purchase 17,227 sléi@gss B Non-Voting Common
Stock and warrants to purchase 17,227 shares @i¢gy@ommon Stock

(2) Represents 1,384,091 shares of Class E-Voting Common Stock that Customers Bancorp condexel, 384,091 shares of Voting Comm
Stock.

(3) Where shares of Class B M-Voting Common Stock were converted into sharesatfiig Common Stock, the price paid per share
determined based on the daily closing sales pecesipare of Customers Bancorp’s Voting Common Sascieported on the Nasdaq Global
Select Market on the date of conversion. Where avasrwere repurchased, the price paid per warrastdgtermined based on a per warrant
price equal to the product of (a) the number ofehaf common stock underlying such warrant, miitipby (b) the difference of (i) the
average of the daily closing sales prices per sta@istomers Bancorp’s Voting Common Stock asntepoon the Nasdaq Global Select
Market for the five consecutive trading days imnagelly preceding the date of repurchase, minu$1i@).50, which was the exercise price of
each warrant

Item 3. Defaults Upon Senior Securitie:
None.
Item 4. Mine Safety Disclosures

Not applicable

ltem 5. Other Information

None
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Iltem 6.

Exhibit
No.

11

2.1

3.1

3.2

3.3

4.1

4.2

4.3

4.4

4.5

31.1.
31.2.
32.1.

32.2.

101

101.INS
101.SCFH
101.CAL
101.LAB
101.PRE
101.DEF

Exhibits

Description

Underwriting Agreement, dated as of July 24, 2@#8and among Customers Bancorp, Inc., Customerk Bath Janney Montgome
Scott LLC, as representative of the underwritersedtherein, incorporated by reference to Exhildittd the Customers Bancorp 8-K
filed with the SEC on July 26, 20:

Amendment to Agreement and Plan of Merger, datesf April 22, 2013, by and among Customers Bancbrp, and CMS Bancorj
Inc., incorporated by reference to Exhibit 2.1he Customers Bancorp Forr-K filed with the SEC on April 24, 201

Amended and Restated Articles of Incorporation aét@mers Bancorp, incorporated by reference tol#ix8il to the Custome
Bancory's Form K filed with the SEC on April 30, 201

Amended and Restated Bylaws of Customers Banaweprporated by reference to Exhibit 3.2 to the @uglrs Bancorp’s Form 8-K
filed with the SEC on April 30, 201

Articles of Amendment to the Amended and Restatditl&s of Incorporation of Customers Bancorp, ipaoated by reference to
Exhibit 3.1 to the Customers Bancorp For-K filed with the SEC on July 2, 201

Indenture, dated as of July 30, 2013, by and betw&estomers Bancorp, Inc., as Issuer, and Wilmimgtwst, National Association,
as Trustee, incorporated by reference to Exhiliitdthe Customers Bancor-K filed with the SEC on July 31, 20:

First Supplemental Indenture, dated as of Jul\28@3, by and between Customers Bancorp, Inc. sagisand Wilmington Trus
National Association, as Trustee, incorporateddfgrence to Exhibit 4.2 to the Customers BanctK filed with the SEC on July 3:
2013

6.375% Global Note in aggregate principal amour&5#,000,000, incorporated by reference to ExHildtto the Customers Bancorp
8-K filed with the SEC on July 31, 20:

Amendment to First Supplemental Indenture, datedustu27, 2013, by and between Customers Bancarpahd Wilmington Trus
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on August 29, 201:

6.375% Global Note in aggregate principal amour§8250,000, incorporated by reference to Exhildttd the Customers Bancorp
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisd-dport to be signed on its behalf by the
undersigned thereunto duly authorized.

Customers Bancorp, Inc.

November 7, 201 By: /sl Jay S. Sidh
Name Jay S. Sidhi
Title: Chairman and Chief Executive Offic
(Principal Executive Officer

Customers Bancorp, Inc.

November 7, 201 By: /s/ Robert E. Wahlma
Name Robert E. Wahima
Title: Chief Financial Officer
(Principal Financial Officer
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Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXHANGE ACT OF 1934, AS AMENDED

I, Jay S. Sidhu, certify that:

1.
2.

@)

(b)

(©)

(d)

@)

(b)

| have reviewed this quarterly report on Forn-Q of Customers Bancorp, In

Based on my knowledge, this report does notadorny untrue statement of a material fact or aongtate a material fact necessary to
make the statements made, in light of the circuntets under which such statements were made, nkgadisg with respect to the peri
covered by this repor

Based on my knowledge, the financial statement$ odimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operstand cash flows of the registrant as of, amdtf@ periods presented in this rep

The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (&
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportitag defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hav

Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our supervis
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period inieh this report is being prepare

Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed under ¢
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principle

Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registres mosit
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabmg that has materially affected, or is reasondikély
to materially affect, the registr¢ s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimhernal control over financial
reporting, to the registrant’s auditors and theitae@mmittee of the registrant’s board of direct(ms persons performing the equivalent
functions):

All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpuancial information; an

Any fraud, whether or not material, that involveamagement or other employees who have a signifiodmin the registra’s internal
control over financial reporting

/sl Jay S. Sidhu

Jay S. Sidhi
Chairman and Chief Executive Offic
(Principal Executive Officer

Date: November 7, 201



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXHANGE ACT OF 1934, AS AMENDED

I, Robert E. Wahlman, certify that:

1.
2.

@)

(b)

(©)

(d)

@)

(b)

| have reviewed this quarterly report on Forn-Q of Customers Bancorp, In

Based on my knowledge, this report does notadorny untrue statement of a material fact or aongtate a material fact necessary to
make the statements made, in light of the circuntets under which such statements were made, nkgadisg with respect to the peri
covered by this repor

Based on my knowledge, the financial statement$ odimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operstand cash flows of the registrant as of, amdtf@ periods presented in this rep

The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (&
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportitag defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hav

Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our supervis
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period inieh this report is being prepare

Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed under ¢
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principle

Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registres mosit
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabmg that has materially affected, or is reasondikély
to materially affect, the registr¢ s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimhernal control over financial
reporting, to the registrant’s auditors and theitae@mmittee of the registrant’s board of direct(ms persons performing the equivalent
functions):

All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpuancial information; an

Any fraud, whether or not material, that involveamagement or other employees who have a signifiodmin the registra’s internal
control over financial reporting

/s/ Robert E. Wahlman

Robert E. Wahlma
Chief Financial Officel
(Principal Financial Officer)

Date: November 7, 201



Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&xley Act of 2002

In connection with the quarterly report of CustosnBancorp, Inc. (the “Corporation”) on Form 10-Q fiee period ending September 30, 2013, as
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, Jay S. Sidbbairman and Chief Executive Officer of the
Corporation, certify, pursuant to 18 U.S.C. §13&®adopted pursuant to 8906 of the Sarbanes-Oxdegf/2002, that to the best of my knowledge

and belief:
(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExdeAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Corporation.

Date: November 7, 2013 /sl Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive Office

(Principal Executive Officer)




Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&xley Act of 2002

In connection with the quarterly report of CustosnBancorp, Inc. (the “Corporation”) on Form 10-Q fiee period ending September 30, 2013, as
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, Robert E. Wiadh, Chief Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. §13&®adopted pursuant to 8906 of the Sarbanes-Oxdegf/2002, that to the best of my knowledge

and belief:
(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExdeAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Corporation.

Date: November 7, 2013 /s/ Robert E. Wahlman
Robert E. Wahlman, Chief Financial Officer

(Principal Financial Officer)




