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CUSTOMERS BANCORP, INC. AND SUBSIDIARY
BALANCE SHEETS - UNAUDITED
(dollar amounts in thousands, except per share)ata

ASSETS
Cash and due from ban
Interest earning depos
Federal funds sold
Cash and cash equivalel
Investment securities available for sale, at faiue
Investment securities, heto-maturity (fair value 2011 $377,050; 2010 ¢
Loans receivable held for se
Loans receivable not covered by loss sharing ageaswith the FDIC
Loans receivable covered under loss sharing agresmath the FDIC
Less: Allowance for loan losses
Total loans receivable, n
FDIC loss sharing receivah
Bank premises and equipment,
Bank owned life insuranc
Other real estate owned (2011 $4,883; 2010 $5,84¢€red under loss sharing agreements with the F
Goodwill
Accrued interest receivable and other assets
Total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY
Liabilities:

Deposits:

Demand, no-interest bearin

Interest bearing

Total deposit:
Securities sold under agreements to repurc
Other borrowing
Subordinated det
Accrued interest payable and other liabilities
Total liabilities

Stockholder' equity:

Preferred stock, par value $1,000 per share; 10000 shares authorized; 2,892 Series A, 5
dividend and 145 Series B shares, 9% dividend ésand outstanding in 2011 and no share

2010

Common stock, par value $1.00 per share; 200,0006Bares authorized; shares issued anc

outstanding 201- 11,395,604; 201- 8,398,01:
Additional paid in capita
Retained earning
Accumulated other comprehensive income (loss)

Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes to the unaudited finan@itdraents

September December
30, 31,
2011 2010

(unaudited’ (unaudited’
$ 7,847 $ 6,39¢
44,82( 225,63!

163 6,69

52,83( 238,72
155,97: 205,82¢
361,25t —
205,02 199,97(
873,86: 514,08
140,51: 164,88!
(14,02%) (15,129
1,000,34 663,84
11,86( 16,70:

8,83 4,70(

29,00¢ 25,64¢

12,12¢ 7,24¢

2,46t —

22,89’ 11,74

$ 186261 $ 137440
$ 110,76: $ 72,26¢
1,471,06: 1,173,42
1,581,82! 1,245,69
110,00( —
11,00( 11,00(

2,00 2,00(¢

8,121 10,57°
1,712,94 1,269,26'
3,037 —

11,39¢ 8,39¢
122,41 88,13:
11,31: 10,50¢
1,50¢ (1,896

149,66t 105,14(

$ 1,862,61 $ 1,374,40




CUSTOMERS BANCORP, INC. AND SUBSIDIARY
STATEMENTS OF OPERATIONS - UNAUDITED
(dollar amounts in thousands, except per share)data

Interest income
Loans receivable, including fe
Investment Securities, taxal
Investment Securities, n-taxable
Other

Total interest income

Interest expenst
Deposits
Securities sold under repurchase agreen
Other borrowings
Total interest expense
Net interest incom
Provision for loan losses
Net interest income after provision for loan losses
Nor-interest income
Service fee:
Mortgage warehouse transactional f
Bank owned life insuranc
Gains on sales of securiti
Gains on sales of SBA loa
Bargain purchase gains on bank acquisit
Accretion of FDIC loss sharing receival
Other
Total non-interest income

Nor-interest expenst

Salaries and employee bene
Occupancy
Technology, communication and bank operati
Advertising and promotio
Professional service
Merger related expens
FDIC assessments, taxes, and regulatory
Loan workout and other real estate ow
Other

Total non-interest expense
Income before tax expen

Income tax expense

Net income

Dividends on preferred stock
Net income available to common stockholders

Basic earnings per common share
Diluted earnings per common share

See accompanying notes to the unaudited finan@itdraents

Three months endec

Nine months endec

September 30, September 30,
2011 2010 2011 2010
$ 11,297 $ 9,20¢ $ 31,02« $ 17,90(
3,97¢ 11F 10,34: 93¢
22 22 65 88
117 12¢ 51¢ 21¢
15,40¢ 9,46¢ 41,94: 19,14(
5,56¢ 3,111 16,66( 6,65¢€
21 92 28 27¢€
111 17 35¢ 49
5,69¢ 3,22( 17,04: 6,981
9,71% 6,24¢ 24,90« 12,15¢
90C 4,07t 6,55( 9,547
8,81: 2,171 18,35¢ 2,612
15€ 26€ 462 45¢€
1,36¢€ 78C 3,75¢ 1,48
264 59 1,12¢ 17t
1,41 35 1,41 1,111
29¢ — 377 —
— 40,25¢ — 40,25¢
— 14¢ 1,70¢ 14¢
93 117 40z 197
3,591 41,66( 9,24¢ 43,82¢
3,86¢ 7,552 11,93( 10,77:
74¢ 601 2,23¢ 1,23¢
82¢ 1,04¢ 2,29¢ 1,75¢
20€ 23¢ 63¢ 567
1,17 79t 3,78t 1,49:
53C — 53C —
34¢€ 462 1,59¢ 1,07¢
69E 531 1,551 1,174
731 312 1,91¢ 60¢
9,12¢ 11,54: 26,49( 18,68:
3,27t 32,28¢ 1,11C 27,75(
93C 4,45k 29¢ 4,45k
$ 2,34t $ 27,83¢ $ 811 $ 23,29¢
5 — 5 —
$ 2,34C $ 27,83 $ 80€ $ 23,29¢
$ 024 $ 38 $ 0.0¢ $ 3.9¢
$ 0.2t $ 381 $ 0.0¢ $ 3.92




CUSTOMERS BANCORP, INC. AND SUBSIDIARY

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY - UNA UDITED
For the nine months ended September 30, 2011 and1ZD

(dollar amounts in thousands, except share andshare data)

Accumulated

other
Shares of  Shares of Additional compre-
preferred common Preferred  Common Paid in Retained hensive
stock stock Stock Stock Capital Earnings income (loss Total
Balance, December 31,
2010 — 8,398,01. $ — $ 839 $ 88,13 $ 10,50¢ $ (1,89¢) $ 105,14(
Comprehensive incom
Net income — — — — — 811 — 811
Change in net unrealize
gains on
investment
securities
available-for-sale,
net of taxes — — — — — — 3,40¢ 3,40¢
Total comprehensive
income — — — — — — — 4,21¢
Stock-based compensatio
expense _ _ . _ 51t _ 51¢F
Common stock shares
issued — 1,388,75: — 1,38¢ 14,13" — — 15,52¢
Sale of 984,848 shares at
$13.20 per shar — 984,84 — 98t 12,01t — — 13,00(
Shares issued in the
acquisition of Berkshire
Bancorp, Inc 3,031 623,99( 3,031 62: 7,614 — — 11,274
Dividends — preferred stoc (5) (5)
Balance, September 3C
2011 3,037 11,39560 $ 3,037 $ 11,39 $ 12241 $ 1131 $ 1,50¢ $ 149,66t
Retained Accumulated
Shares of Additional Earnings other
common Common Paid in (Accumulated comprehensivi
stock Stock Capital Deficit) loss Total
Balance, December 31, 20 1,840,90. $ 1,841 $ 32,92: $ (13,229 $ 33 % 21,508
Comprehensive incom
Net income — — — 23,29 — 23,29:
Change in net unrealized losses ol
securities available- for-sale
net of taxes — — — — (52 (52
Total comprehensive incon — — — — — 23,24
Stocl-based compensation expel — — 1,952 — — 1,952
Common stock shares issued 4,953,07. 4,95:¢ 45,46 — — 50,41t
Balance, September 30, 2010 6,793,97. $ 6,79¢ $ 80,33¢ $ 10,06¢ $ (85) $ 97,11

See accompanying notes to the unaudited finan@itdraents




CUSTOMERS BANCORP, INC. AND SUBSIDIARY
STATEMENTS OF CASH FLOWS - UNAUDITED
(dollar amounts in thousands, except per share)ata

Nine months ended September 3! 2011 2010
Cash Flows from Operating Activities
Net income 80¢€ 23,29¢
Adjustments to reconcile net income to net caskl irs@perating activities
Provision for loan losse 6,55( 9,547
Provision for depreciation and amortizat 967 274
Net (accretion) amortization of investment secesifpremiums and discout (282) 10%
Gain on sale of investment securit (1,419 (1,117
Gain on sale of SBA loar (377) -
Bargain purchase gain on bank acquisiti - (40,259
Gain on sale of other real estate ow (23%) -
Amortization (accretion) of fair value discountst 33C (212)
Increase in FDIC loss sharing receivalt (2,709 (167)
Fair value adjustments on other real estate o\ 1,15¢ 62¢
Earnings on investment in bank owned life insure (1,129 (17%)
Stocl-based compensation expel 51t 1,952
Origination of loans held for sa (1,685,97) -
Proceeds from the sale of loans held for 1,680,91! -
(Increase) in accrued interest receivable and atbsest: (22,459 (9,017%)
(Decrease) increase in other liabilities (2,456 5,512
Net Cash Used in Operating Activiti (24,797) (9,617
Cash Flows from Investing Activities
Purchases of investment securities avai-for-sale (72,960) (101,63
Purchases of investment securities -to-maturity (396,839 -
Proceeds from maturities and principal repaymentseestment securities h-to-maturity 35,647 -
Proceeds from maturities and principal repaymentsweestment securities availa-for-sale 16,841 5,03¢
Proceeds from sales of securities avail-for-sale 112,75 139,43¢
Net (increase) in loar (220,626 (315,679
Purchase of loan portfoli (13,000 (94,637
Purchases of bank premises and equipr (1,725 (2,402
Purchase of restricted sto (20,369 (2,256
Proceeds from the sale of SBA lot 5,172 -
Net cash proceeds from bank acquisiti 19,207 72,93(
Reimbursements under FDIC loss sharing agreer 6,551 -
Proceeds from sales of other real estate oy 5,371 26¢
Proceeds from bank owned life insurance 272 -
Net Cash Used in Investing Activitis (513,679 (298,939
Cash Flows From Financing Activities
Net increase in deposi 214,26¢ 339,18(
Net increase in sh-term borrowings 110,00( -
Payment of preferred dividen (21¢) -
Proceeds from issuance of common stock, net ohms=icosts 28,52¢ 50,41¢
Net Cash Provided by Financing Activiti 352,57 389,59!
Net (decrease) increase in Cash and Cash Equis: (185,899 81,04+
Cash and Cash Equivalents - Beginning 238,72¢ 68,807
Cash and Cash Equivalents - Ending $ 52,83( $ 149,85:
Supplementary Cash Flows Information
Interest paic $ 17,21: $ 6,00¢€
Income taxes (refund) pa 2,81¢ (1,04¢)
Non-cash items
Transfer of loans to other real estate ow 7,79% 3,29¢
Other real estate owned from bank acquisiti 3,38¢ -
Loans from bank acquisitior 98,38 -
Restricted stock from bank acquistic 947 -
Fixed assets from bank acquisitic 3,37 -
Bank owned life insurance from bank acquisiti 2,501 -
Gooduwill from bank acquisition 2,46¢ -
Deposits from bank acquisitiol 121 ,86¢ -
Preferred stock from bank acquisitic 3,037 -



Common stock issued in bank acquisit
Effect on common shares from reorganiza
Fair value adjustment for available for sale sd¢ims

Acquisitions:
Assets acquire
Liabilitites assumei

See accompanying notes to the unaudited financiaiasements.

8,231
(3,037)
5,16(

134,11(
122,83t

$

285,60!
264,84




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

NOTE 1 — DESCRIPTION OF THE BUSINESS AND BASIS OF RESENTATION

Customers Bancorp, Inc. (the “Bancorp”) is a Petwasya corporation formed on April 7, 2010 to féaite the reorganization of Customers
Bank (the “Bank") into a bank holding company stawe. The reorganization was completed on Septefihe2011. Any interim financial
information for periods prior to September 17, 2@bhtained herein reflect those of Customers Bartha predecessor entity. The unaudited
financial statements have been prepared in confpmnith accounting principles generally acceptethia United States (“U.S. GAAP”) for
interim financial statements and pursuant to thesrand regulations of the Securities and Exch&uagamission (“SEC”) for interim

reporting. The Bancorp’s unaudited interim finahaitatements reflect all adjustments that aréhéropinion of management, necessary for
fair statement of the results of interim periodsganted.

Certain amounts reported in the 2010 financiaksta&ints have been reclassified to conform to th& pbdsentation. These reclassifications
did not significantly impact the Bank’s financiadgition or results of operations.

The Bancorp evaluated its September 30, 2011 finhstatements for subsequent events through tteetda financial statements were issi
The Bancorp is not aware of any additional subsetgeeents which would require recognition or disclie in the financial statements.

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

The Bancorp and the Bank entered into a Plan ofysteand Reorganization effective September 17, potduant to which all of the issued
and outstanding common stock of the Bank was exgdthon a three to one basis for shares of comneek ahd Non-Voting common stock
of the Company. The Bank became a wholly-ownedidigry of the Bancorp (the “Reorganization”). TBancorp is authorized to issue up
to 100,000,000 shares of common stock, 100,00Gs0a¢€es of Class B Non-Voting Common Stock and T)ADO shares of preferred
stock. All share and per share information hasilvetrospectively restated to reflect the Reorgaion including the three for one
consideration used in the Reorganization.

In the Reorganization, the Bank’s issued and owdistey shares of common stock of 22,525,825 shar@<éass B Nonfoting common stoc
of 6,834,895 shares converted into 7,508,473 sludr® Bancorp’s common stock and 2,278,294 stafréee Bancorp’s Class B Non-
Voting common stock. Cash will be paid in lieufigfctional shares. Outstanding warrants to purelia410,732 shares of the Bank’s
common stock with an weighted average exercise mfic3.55 per share and 243,102 shares of the’8&t&kss B Non-Voting common
stock with an weighted average exercise price dper share were converted into warrants to @seld 70,260 shares of the Bancorp’s
common stock with a weighted average exercise pfi§d0.64 per share and warrants to purchase 85j@&es of the Bancorp’s Class B
Nor-Voting common stock with a weighted average eserpirice of $10.50 per share. Outstanding stotikmgpto purchase 2,572,404
shares of the Bank’s common stock with a weightettage exercise price of $3.50 per share and sioiins to purchase 231,500 shares of
the Bank’s Class B Non-Voting common stock witheighted average exercise price of $4.00 per share wonverted into stock options to
purchase 855,774 shares of the Bancorp’s commah siith a weighted average exercise price of $1@&i%share and stock options to
purchase 77,166 shares of the Bancorp’s Class BWWding common stock with a weighted average esergrice of $12.00 per share.

Berkshire Bancorp Acquisitic

On September 17, 2011, the Bancorp completed gisisition of Berkshire Bancorp, Inc. (“BBI”) andsisubsidiary Berkshire Bank
(collectively, “Berkshire”). Berkshire Bank mergedthin and into the Bank immediately following thequisition. BBI served Berks
County, Pennsylvania through the five branchessadubsidiary, Berkshire Bank. Under the termthefmerger agreement, each outstanding
share of BBl common stock (a total of 4,067,729% wachanged for 0.1534 shares of the Bancorp consteok, resulting in the issuance of
623,990 shares of the Bancorp’s common stock. @ékhe paid in lieu of fractional shares. Thesheecent price for the sale of CBI
common stock, $13.20, was used to determine thedhie of the Bancorp stock issued. The totatpase price was approximately $11.3
million.

The table below illustrates the calculation of thasideration effectively transferre

Reconcilement of Pro Forma Shares Outstan

Berkshire shares outstandi 4,067,72!
Exchange ratit 0.153¢
Bancorp shares to be issued to Berks 623,99(
Customers shares outstand 9,786,76!
Pro Forma Customers shares outstan 10,410,75
Percentage ownership for Custom 94.01%

Percentage ownership for Berkst 5.9¢%






As a result of the Berkshire Merger, the Bancogongmized assets acquired and liabilities assum#tkatacquisition date
(September 17, 2011) fair value as presented b

Total purchase pric $ 11,27+
Net Assets Acquirec
Cash 19,207
Restricted investmen 947
Loans 98,38
Accrued interest receivab 27€
Premises & equipment, n 3,37
Deferred tax asse 3,24¢
Other asset 6,21(
Time deposit: (45,72)
Deposits other than time depos (76,145
Accrued interest payab (48)
Other liabilities (922
8,80¢
Goodwill resulting from Berkshire Merger $ 2,46¢

In addition, the Bancorp exchanged each share ¢&BBares of Series A Preferred Securities anteS& Preferred Shares to the U.S.
Treasury for one share of the Bancorp’s Fixed Ratemulative Perpetual Preferred Stock for the tislance of 2,892 shares of Series A
Fixed Rate Cumulative Perpetual Preferred Stockri&S A Preferred Stock”) and 145 shares of S&iEsxed Rate Cumulative Perpetual
Preferred Stock (“Series B Preferred Stock”) withea value of $1.00 per share and a liquidatiohlof00 per share. Cumulative dividends
on the Series A Preferred Stock are 5% per yeaSaniés B Preferred Stock are 9%. Upon the exchahte Series A and B preferred
shares, the Bancorp paid $218 of cumulative divdden the Treasury which were previously unpaitie Bancorp’s next scheduled dividend
payment for the Series A and B Preferred StocklvélNovember 2011.




(Dollars in thousands except for per share data)
NOTE 2 - REORGANIZATION AND ACQUISITION ACTIVITY (c ontinued)

In addition, 774,571 warrants to purchase shar&Bbfcommon stock were converted into warrantsurchase 118,853 shares of the
Bancorp’s common stock with an exercise price nag@iiom $21.38 to $68.82 per share. The warraetewxtended for a five year period
and will expire on September 17, 2016.

BBI's operating results are included in the Bantofimancial results from the date of acquisiti@gptember 17, 2011 through September 30,
2011. BBI had total assets of approximately $13dillion including total loans of $98.4 million driotal liabilities of approximately $122.9
million, including total deposits of $121.9 millimn September 17, 2011. Goodwill as a resulhefmerger was approximately $2.5

million. The assets acquired and liabilities assdritom Berkshire are recorded at their fair vallide fair value adjustments made to the
assets and liabilities are preliminary estimatebame subject to change as further data is analgzedmplete the valuation based upon
information available at the closing date.

Loan Portfolio Acquisitior

On September 30, 2011, the Bancorp purchased faammTac Holding Corporation ("Tammac") $19.3 milliofloans and a 1.50% interest
only strip security with an estimated value of $lion secured by a pool of $70 million of loansginated by Tammac. The total purchase
price for these assets was $13 million.

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES

The Bancorp’s unaudited interim financial staterageflect all adjustments, such as normal recuritgguals, that are, in the opinion of
management, necessary for fair statement of thatsesf interim periods presented. The resultsp#rations for the three and nine months
ended September 30, 2011 presented do not nededsdicate the results that the Bancorp will asteidor all of 2011. These interim

financial statements should be read in conjunatiith the financial statements and accompanyingsoteCustomers Bank that are presented
in the financial statements for the Bank for tharyended December 31, 2010.

Acquired Loans Receivable

An acquisition of a business is accounted for umidleancial Accounting Standards Board (FASB) AcdmgStandards Codification (ASC)
Topic 805,Business Combinationavhich requires the use of the acquisition methfogiccounting. All identifiable assets acquiredluding
loans, are recorded at fair value. No allowancédan losses related to the acquired loans isrdecbon the acquisition date because the fair
value of the loans acquired incorporates assumptiegarding credit risk. Loans acquired are reztt fair value in accordance with the
value methodology prescribed in FASB ASC Topic &24ir Value Measurements and Disclosure$he fair value estimates associated with
the loans include estimates related to expectguhgreents and the amount and timing of undiscouexpected principal, interest and other
cash flows.

Acquired credit-impaired loans are accounted fataurthe accounting guidance for loans and debtrgiesuacquired with deteriorated credit
quality, found in FASB ASC Topic 310-30Receivables—Loans and Debt Securities AcquirddDéteriorated Credit Qualityand initially
measured at fair value, which includes estimatéaréucredit losses expected to be incurred ovelifthef the loans. Loans acquired in
business combinations with evidence of credit datation since origination and for which it is peddle that all contractually required
payments will not be collected are considered tarbdit impaired. Evidence of credit quality dateation as of purchase dates may include
information such as past-due and nonaccrual statusywer credit scores and recent loan to valuegmdages. The Bancorp considers
expected prepayments and estimates the amouninaind bf undiscounted expected principal, intesasd other cash flows for each loan or
pool of loans meeting the criteria above, and deitezs the excess of the loan’s scheduled contrggtineipal and contractual interest
payments over all cash flows expected at acquisda®an amount that should not be accreted (ncetabde difference). The remaining
amount, representing the excess of the loan’s of poash flows expected to be collected over the atmbeemed paid for the loan or pool
loans, is accreted into interest income over theairing life of the loan or pool (accretable yieldjhe Bancorp records a discount on these
loans at acquisition to record them at their reddie cash flows. In accordance with FASB ASC T@di6-30, the Bancorp aggregated loans
that have common risk characteristics into poothiwithe following loan categories: real estatenlpaol (Berkshire acquisition) and the
manufactured housing loan pool (Tammac loan pushas

10




(Dollars in thousands except for per share data)
NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES (continued )

Loans acquired through business combinations thaotl meet the specific criteria of FASB ASC Toi0-30, but for which a discount is
attributable at least in part to credit qualitye afso accounted for under this guidance. Asultreslated discounts are recognized
subsequently through accretion based on the exgppeath flow of the acquired loans. Pursuant tBIGPA letter dated December 18, 2009,
the AICPA summarized the view of the SEC regardimgaccounting in subsequent periods for discocerietion associated with loan
receivables acquired in a business combinatiossgtgpurchase. Regarding the accounting for sxshrieceivables, that in the absence of
further standard setting, the AICPA understandstti@SEC would not object to an accounting poliaged on contractual cash flows or an
accounting policy based on expected cash flows.dgament believes the approach using expected lcaghiE a more appropriate option to
follow in accounting for the fair value discount.

Subsequent to the acquisition date, increasessim fbaws expected to be received in excess of #recBrp’s initial investment in the loans
should be accreted into interest income on a lgiddt basis over the life of the loan. Decreasesaish flows expected to be collected should
be recognized as impairment through the provisioidan losses.

New Accounting Pronouncements

In June 2011, the FASB issued accounting guidapdating the requirements regarding the presentaficomprehensive income to increi
the prominence of items reported in other comprsiverincome and to facilitate convergence of U.8AB and IFRS. Under the new
guidance, the components of net income and the coens of other comprehensive income can be peseither in a single continuous
statement of comprehensive income or in two sepdmait consecutive statements. This guidance eliérthe option to present components
of other comprehensive income as part of the chaimgstockholders’ equity. This amendment will lppléed prospectively and the
amendments are effective for fiscal years andimtperiods beginning after December 15, 2011. Eadligption is permitted. Adoption of the
guidance is not expected to have a significant shpa the Bancorp’s financial statements.

In May 2011, the FASB issued new accounting guidantfair value measurement and disclosure reqeinesnThis guidance is the result of
work by the FASB and IASB to develop common requigats for measuring fair value and disclosing imfation about fair value
measurements in accordance with U.S. GAAP andratemal Financial Reporting Standards (“IFRS”).a&Agesult, the amendments change
the wording used to describe many of the requirasienJ.S. GAAP for measuring fair value and fasasing information about fair value
measurements. The guidance is effective duringimtand annual periods beginning after Decembef@%1. The guidance is to be applied
prospectively, and early application by public 8esiis not permitted. Adoption of the guidanceads expected to have a significant impac
the Bancorp’s financial statements.

In April 2011, the FASB issued Accounting Standddgslate 2011-02A Creditor’s Determination of Whether a Restruatgris a Troubled
Debt Restructuring providing additional guidance to creditors for lenading troubled debt restructurings. The amendmelatrify the

guidance in ASC 310-40, Receivables: Troubled Debt Restructurings bgd@ors, which requires a creditor to classify a restruogias a
troubled debt restructuring (TDR) if: (1) the restiuring includes a concession by the creditoh&liorrower, and, (2) the borrower is
experiencing financial difficulties. The amendeddgunce requires a creditor to consider all aspafctise restructuring to determine whether it
has granted a concession. It further clarifies theteditor must consider the probability that btdecould default in the foreseeable future
when determining whether the debtor is facing foaldifficulty, even though the debtor may notibelefault at the date of restructuring.
This new guidance requires a company to retrosggtevaluate all restructurings occurring on deafhe beginning of the fiscal year of
adoption to determine if the restructuring is a TD&s a result of the Bancorp’s adoption, the nédethe financial statements have been
updated to include the expanded disclosures.
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New Accounting Pronouncements (Continued)

In September, 2011, the FASB issued Accountingdétals Update (ASU) 2011-08esting Goodwill for Impairmenthe purpose of this
ASU is to simplify how entities test goodwill fanpairment by adding a new first step to the premgsyoodwill impairment test under ASC
Topic 350,Intangibles — Goodwill and otheFhis amendment gives the entity the option to fisdess a variety of qualitative factors such as
economic conditions, cash flows, and competitioddtermine whether it was more likely than not thatfair value of goodwill has fallen
below its carrying value. If the entity determirikat it is not likely that the fair value has fallbelow its carrying value, then the entity will
not have to complete the original two-step testeuftpic 350. The amendments in this ASU are affedor impairment tests performed for
fiscal years beginning after December 15, 201 1lyEatoption is permitted. The Bancorp is evaluatimgimpact of this ASU on its
consolidated financial statements.
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(Dollars in thousands except for per share data)

NOTE 4 — EARNINGS PER SHARE

Basic earnings per share are computed by dividaigncome by the weighted-average number of comshanes outstanding during the
period. Diluted earnings per share reflects themtal dilution that could occur if (i) options purchase common stock were exercised and
(if) warrants to purchase common stock were exedcidPotential common shares that may be issuatédelo outstanding stock options are
determined using the treasury stock method. THevihg are the components of the Bancorp’s earnpegsshare for the periods presented:

For the three months endec For the nine months endec

September 30, September 30,
2011 2010 2011 2010
Net income available to common stockholc $ 234C $ 27,83: $ 80€ $ 23,29t
Weighted average number of common shares outsig— basic 9,876,00: 7,215,13 9,621,54 5,879,87!
Warrant 73,25¢ 21,24¢ 64,36( 7,44(C
Stock-based compensation plans 144,56( 68,61: 127,56: 53,18
Weighted average number of common shares - diluted 10,093,82 7,304,99: 9,813,46! 5,940,49
Basic earnings per common sh $ 024 % 3.8t $ 0.0¢ $ 3.9¢
Diluted earnings per common shi $ 0.2: $ 381 % 0.0¢ $ 3.92

Stock options outstanding for 34,130 shares of comstock with exercise prices ranging from $12®633.00 per share and warrants for
130,047 shares of common stock with an exercize mf $16.50 to $68.82 per share for the threenamel months ended September 30, 2011
were not dilutive, because the exercise price waatgr than the average market pricgtock options outstanding for 9,617 shares of corr
stock with exercise prices ranging from $30.7538.80 and warrants for 11,197 shares of commork stitb an exercise price of $16.50 for
the three and nine month periods ended Septemb@030 were not dilutive because the exercise pveee greater than the average market
price.

NOTE 5 — INVESTMENT SECURITIES

The amortized cost and approximate fair value eéstment securities as of September 30, 2011 andrbger 31, 2010 are summarized as
follows:

September 30, 201

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

Available-for-Sale:
U.S. Treasury and government agen $ 1,489 $ 5 % — 3 1,49¢
Mortgage-backed securitie® 129,471 2,494 (101) 131,86
Asse-backed securitie 648 5 — 652
Municipal securitie: 2,075 — (86) 1,98¢
Corporate notes 20,000 — (29) 19,97

$ 153,683 $ 2504 $ (216) $ 155,97:
Held-to-Maturity:
Mortgage-backed securities $ 361,25¢ $ 15,79¢ $ — $  377,05(

@ Includes an interest only strip sagwf $3 million.
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(Dollars in thousands except for per share data)

NOTE 5 — INVESTMENT SECURITIES (continued)

December 31, 201!

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

Available-for-Sale:
U.S.Treasury and government agenc $ 1,711 % — 3 (300 $ 1,681
Mortgage-backed securitie 204,18: 561 (3,169 201,57:
Asse-backed securitie 71¢ 3 — 722
Municipal securities 2,08¢ — (237) 1,851

$ 208,70( $ 564 $ (3,436 $ 205,82¢

The following table shows proceeds from the salawgiilable for sale investment securities, gro$ssgand gross losses on those sales of
securities:

For the nine months endec
September 30,

2011 2010
Proceeds from sale of availa-for-sale investment securiti $ 112,75 $ 139,43t
Gross gain: 1,41: 1,11¢
Gross losse — 2

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

September 30, 201

Available-for-Sale Held-to-Maturity
Amortized Fair Amortized Fair
Cost Value Cost Value
Due in one year or le: $ 1,17C % 1,171 % — $ —
Due after one year through five ye 22,88: 22,77¢ — —
Due after five years through ten ye 11¢ 12C — —
Due after ten years 41 41 — —
24,21 24,107 — —
Mortgage-backed securities 129,47: 131,86« 361,25¢ 377,05(
Total investment securities $ 153,68: 155,97 $ 361,25¢ $ 377,05(
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(Dollars in thousands except for per share data)
NOTE 5 — INVESTMENT SECURITIES (continued)

The Bancorp’s investments’ gross unrealized loasesfair value, aggregated by investment categotyiength of time for individual
securities that have been in a continuous unrehlass position, at September 30, 2011 and DeceBhe2010 are as follows:

September 30, 201,

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

Available-for-Sale:
Mortgage-backed securitie $ 65 $ 2 $ 41€¢  $ (200) $ 48 $ (207)
Municipal securitie: — — 1,98¢ (86) 1,98¢ (86)
Corporate notes 4,971 (29) — — 4,971 (29)
Total investment securities available ) ) )

for-sale $ 5,03¢ $ (3¢ $ 2,407 $ (18€ $ 7,44 $ (21€

December 31, 201!

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

Available-for-Sale:
U.S. Treasury and government agen $ 1,457 $ (29) $ 11€ $ @ % 1,57 $ (30)
Mortgage-backed securitie 134,06¢ (3,109 524 (65) 134,59: (3,169
Municipal securities — — 1,851 (237) 1,851 (237)
Total investment securities available:

for-sale $ 135,52 $ (3,137 $ 2491 $ (303 $ 138,01¢ $ (3,436)

At September 30, 2011, there were eight availalrisdle investment securities in the less thanvisvelonth category and five available for
sale investment securities in the twelve month orercategory. At December 31, 2010, there wergytthiree available-for-sale investment
securities in the less than twelve month categodysax available for sale investment securitiethtwelve month or more category. In
management’s opinion, the unrealized losses rgfiéctarily changes in interest rates, such as butimited to changes in economic
conditions and the liquidity of the market, subsstuo the acquisition of specific securities. tldiion, the Bancorp does not believe that it
will be more likely than not that the Bancorp vkt required to sell the securities prior to mayuoit market price recovery.
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(Dollars in thousands except for per share data)
NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES

The composition of net loans receivable at Septerd®e2011 and December 31, 2010 is as follows:

2011 2010

Constructior $ 42,11¢  $ 50,96¢
Commercial real esta 61,27¢ 72,28
Commercial and industrii 11,73 13,15¢
Residential real esta 21,21 23,82
Manufactured housing 4,174 4,662

Total loans receivable covered under FDIC lossishagreements (1) 140,51: 164,88!
Constructior 16,62¢ 13,38’
Commercial real esta 231,59: 144,84¢
Commercial and industrii 54,70¢ 35,94
Mortgage warehous 416,67( 186,11¢
Manufactured housin 102,40« 102,92:
Residential real esta 49,80( 28,96¢
Consume 1,69¢ 1,581
Deferred costs (fees), net 36E 327

Total loans receivable not covered under FDIC &b&sing agreements 873,86 514,08
Allowance for loan losses (14,02%) (15,129
Loans receivable, net $ 1,000,34 $ 663,84

(1) Loans that were acquired in the two FDIC dedisransactions and are covered under loss shagiregments with the FDIC are referred
to as “covered” loans throughout these financiateshents.

Nor-Covered Nonaccrual Loans and Loans Past Due

The following table summarizes non-covered nonaadnans and past due loans, by class, as of Septe30, 2011:

30-89 Days Greater Than Total Past Non- Total Loans
Past Due (1 90 Days (1) Due(1) Accrual Current(2) (4)
Commercial and industrii $ 572 $ — $ 57z $ 3531 $ 50,59¢ $ 54,70¢
Commercial real esta 6,00¢ 132 6,14( 23,62¢ 201,82 231,59:
Constructior 45k — 45k 4,381 11,78¢ 16,62¢
Residential real esta
First mortgage 844 — 844 1,04z 22,25¢ 24,14:
Home equity 213 — 213 1,101 24,34« 25,65¢
Acquired with credit
deterioratior — — — — — —
Consume 76 — 76 59 1,56 1,69¢
Mortgage warehous — — — — 416,67( 416,67(
Manufactured housing (3) 2,937 31 2,96¢ — 99,43¢ 102,40«
Total $ 11,108 $ 163 $ 11,26¢ $ 33,74« $ 828,48: $ 873,49t

(1) Loan balances do not include 1-accrual loans

(2) Loans where payments are due within 29 days oé¢heduled payment da

(3) Purchased manufactured housing loans are subjeestoreserves held at the Bank and are usedddlierpast due payments when the
loan reaches 90 days or more delinqu

(4) Loans exclude deferred costs and fi
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(Dollars in thousands except for per share data)
NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

The following table summarizes non-covered nonaaldnans and past due loans, by class, as of Dezre®ih 2010:

30-89 Days Greater Than Total Past Non-
Past Due(l 90 Days(1) Due(1) Accrual Current(2) Total Loans(4)
Commercial and industrii $ — 3 — $ — 8 708 $ 35,237 $ 35,94
Commercial real esta 3,54¢ — 3,54¢ 15,73¢ 125,56! 144,84
Constructior 51 — 51 4,67: 8,66: 13,38’
Residential real esta
First mortgage — — — 65€ 6,70t 7,36:
Home equity 40C — 40C 467 20,70z 21,56¢
Acquired with credit
deterioratior — — — 32 — 32
Consume 17 5 22 — 1,55¢ 1,581
Mortgage warehous — — — — 186,11: 186,11:
Manufactured housing (3) 2,69¢ — 2,69¢ — 100,22t 102,92«
Total $ 6,711 $ 5 $ 6,71€ $ 22,27¢  $ 484,770 $ 513,76(

(1) Loan balances do not include non-accruaidoa

(2) Loans where payments are due within 29 déyise scheduled payment da

(3) Purchased manufactured housing loans ajedub cash reserves held at the Bank and aretadedd the past due payments when the
loan reaches 90 days or more delinqu

(4) Loans exclude deferred costs and f

At September 30, 2011 and December 31, 2010, thk Bad other real estate owned that was not coumréakss sharing arrangements of
$7,245 and $1,906, respectively.

Covered Nonaccrual Loans and Loans Past Due
The following table summarizes covered nonaccreah$ and past due loans, by class, as of Sept&8tp2011:

30-89 Days Greater than Total past

Past Due (1) 90 days (1) due (1) Nonaccrual Current(3) Total
Commercial and industrii
Acquired with credit deterioratic $ — 367 $ 367 $ 30t $ 41€ 3 1,09(
Remaining loans (z 25E — 25E 23€ 10,15: 10,64:
Commercial real esta
Acquired with credit deterioratic 30 — 30 9,81t 3,90¢ 13,75(
Remaining loans (z — — — 8,47¢ 39,05( 47,52¢
Constructior
Acquired with credit deterioratic — — — 16,11( 4,78¢ 20,89¢
Remaining loans (z — — — 4,171 17,04¢ 21,22(
Residential real esta
Acquired with credit deterioratic — — — 99¢ 1,85¢ 2,85¢
First mortgages (2 — — — — 7,04¢ 7,04¢
Home equity (2 — — — 3,13( 8,17¢ 11,30¢
Manufactured housin
Acquired with credit deterioratic — — — 78 — 78
Remaining loans (2) 98 — 98 39 3,95¢ 4,09¢
$ 38: $ 367 $ 75C $ 43,35¢ $ 96,40: $ 140,51:

(1) Loan balances do not include -accrual loans
(2) Loans that were not identified at the acquositilate as a loan with credit deteriorati
(3) Loans where payments are due within 29 daykescheduled payment de
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(Dollars in thousands except for per share data)

NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

The following table summarizes covered nonaccrah$ and past due loans, by class, as of Decerhb2030:

Commercial and industrii
Acquired with credit deterioratic
Remaining loans (z
Commercial real esta
Acquired with credit deterioratic
Remaining loans (z
Constructior
Acquired with credit deterioratic
Remaining loans (z
Residential real esta
Acquired with credit deterioratic
First mortgages (2
Home equity (2
Manufactured housin
Acquired with credit deterioratic
Remaining loans (2)

30-89 Days Greater than Total past Non-
Past Due (1) 90 days (1) due (1) accrual Current(3) Total
$ 41¢ % — 3 41¢ % 1,79C $ 1,00: $ 3,21z
53 — 53 — 9,891 9,94/
1,21t — 1,21t 15,24: 23,77¢ 40,23
79t — 79t 432 30,81¢ 32,04¢
3,88¢ — 3,88¢ 19,86¢ — 23,75
— — — 1,912 25,29¢ 27,21
— — — 4,01z 1,751 5,764
_ — — — 8,25¢ 8,254
24¢ — 24¢ 4 9,652 9,80¢
— — — 95 7 102
113 — 113 9€ 4,351 4,56(
$ 6,727 $ — $ 6,721 $ 43,45¢ $ 114,70 $ 164,88!

(1) Loan balances do not include -accrual loans
(2) Loans receivable that were not identified upoquisition as a loan with credit deteriorati
(3) Loans where payments are due within 29 daysefcheduled payment de
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(Dollars in thousands except for per share data)

NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

Impaired Loans Covered and Non-Covered

The following table presents a summary of the imgghloans at September 30, 2011.

Unpaid Average Interest
Principal Related Recorded Income
Balance (1) Allowance Investment Recognized
With no related allowance recorded:
Commercial and industri; $ 1,94¢ $ — 3 1,89 $ 95
Commercial real esta 17,44¢ — 15,09¢ 52t
Constructior 3,27¢ — 3,42( 92
Consume 39 — 1 2
Residential real esta 1,02¢ — 61€ 35
With an allowance recorded:
Commercial and industri 3,33( 95¢ 3,32( 124
Commercial real esta 11,66: 3,40z 10,88( 475
Constructior 7,37( 3,18¢ 3,42( 46
Consume 5 5 1 —
Residential real esta 661 26€ 61€ 232
Total $ 46,77. $ 7811 $ 39,267 $ 1,62¢
(1) Also represents the recorded investment.
The following table presents a summary of the imgzhloans at December 31, 2010.
Unpaid Average Interest
Principal Related Recorded Income
Balance(1) Allowance Investment Recognized
With no related allowance recorded:
Commercial and industrii $ 17¢ $ — 3 83 $ 2
Commercial real esta 10,82t — 4,731 35€
Constructior 551 — 27¢€ —
Consume — — — —
Residential real esta 65€ — 49¢€ 22
With an allowance recorded:
Commercial and industri 7,382 1,45¢ 6,38¢ 462
Commercial real esta 18,29: 6,551 11,71¢ 857
Constructior 6,16¢ 2,00¢ 6,19¢ 16€
Consume — — — —
Residential real esta 62C 30& 66¢ 16
Total $ 44 67¢ $ 10,31¢ $ 30,55¢ $ 1,88:

(1) Also represents the recorded investment.
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(Dollars in thousands except for per share data)
NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

Troubled Debt Restructurings

At September 30, 2011 there were $9.7 million enk® categorized as troubled debt restructuringgiR”). All TDRs are considered impair
loans in the calendar year of their restructuringsubsequent years, a TDR may cease being clbsisi impaired if the loan was modified at
a market rate and has performed according to thiified terms for at least six months. A loan thas lbeen modified at a below market rate
will return to performing status if it satisfiesetlsix month performance requirement; however, litn@main classified as impaired.

The following is an analysis of loans modified itr@ubled debt restructuring by type of concessioring the nine months ended September

30, 2011. There were no modifications that involf@djiveness of debt.

TDRs in
compliance
with their
modified
terms and TDRs that ar
accruing not accruing
interest interest Total
Extended under forbearan $ 3,09 $ 539 $ 8,481
Multiple extentions resulting from financial diffitty 74 - 74
Interest rate reductions 1,00¢ 132 1,141
Total $ 417¢ $ 5526 $ 9,70z

The following is an analysis of loans modified itraubled debt restructuring by type of concessioring the three months ended September

30, 2011. There were no modifications that involf@djiveness of debt.

TDRs in
compliance
with their
modified
terms and  TDRs that ar
accruing not accruing
interest interest Total
Extended under forbearan $ - $ 1,42 $ 1,42¢
Multiple extentions resulting from financial diffitty 72 - 72
Interest rate reductions 901 - 901
Total $ 97z  $ 1,42 $ 2,39¢
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(Dollars in thousands except for per share data)
NOTE 6 - LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)
Troubled Debt Restructurings

The following table provides, by class, the numiidoans and leases modified in troubled debt wesirings, and the recorded investments
and unpaid principal balances during the nine moetided September 30, 2011.

TDRs in compliance with the
modified terms and accruing  TDRs that are not accruing

interest interest

Number Recordec Number Recordec

Of Loans Investmen: of Loans Investmen
Commercial and Industrii 1 % 10¢€ - 3 -
Commercial Real Esta 3 2,54: 18 4,90¢
Constructior 1 55C - -
Manufactured Housin 12 97¢& - -
Residential Real Esta - - 1 622
Consumer 1 2 - -
Total Loans and Leases 18 $ 4,17¢ 19 $ 5,52¢

The following table provides, by class, the numiidoans and leases modified in troubled debt uetdirings, and the recorded investments
and unpaid principal balances during the three mentled September 30, 2011.

TDRs in compliance with the
modified terms and accruing  TDRs that are not accruing

interest interest
Number Recordec Number Recordec
Of Loans Investmen: of Loans Investmen
Commercial Real Esta - 3 - 4 3% 1,42¢
Manufactured Housing 12 973 - -
Total Loans and Leases 12 $ 973 4 3 1,42:

TDR modifications primarily involve interest ratercessions, extensions of term, deferrals of gradcand other modifications. Other
modifications typically reflect other nonstandaedns which the Bancorp would not offer in non-tragbsituations. During the three-month
and nine-month periods ended September 30, 20137 $dillion were modified in a troubled debt resturing. All modifications took place
during the third quarter September 30, 2011. TDHRlifitations of loans within the commercial and isttial category were primarily interest
rate concessions, deferrals of principal and athedifications; modifications of commercial realastloans were primarily deferrals of
principal, extensions of term and other modificasipand modifications of residential real estatmowere primarily interest rate concessions
and deferrals of principal.

All loans and leases modified in troubled debtriettirings are evaluated for impairment. The natume extent of impairment of TDRs,
including those which have experienced a subsediefatilt, is considered in the determination ohppropriate level of allowance for credit
losses. There was $11,000 in specific reservedtiresfrom the addition of TDR modifications in thieree-month and nine-month periods
ended September 30, 2011
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(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

Credit Quality Indicators

Commercial and industrial, Commercial real est®essidential real estate and Construction loandased on an internally assigned risk
rating system which are assigned at the loan @&iigin and reviewed on a periodic or on an “as ngetasis. Consumer, mortgage wareht

and manufactured housing loans are evaluated lmstreb payment activity of the loan. The followimigesents the credit quality tables as of
September 30, 2011 and December 31, 2010 for theoeered loan portfolio.

September 30, 2011

Commercial

and Commercial Residential
Industrial Real Estate  Construction Real Estate
Pass/Satisfactor $ 45,077 $ 184,63( $ 9,56¢ $ 48,23¢
Special Mentior 19 13,59¢ 237 —
Substandar 9,28¢ 31,42¢ 5,68 1,561
Doubtful 324 1,93¢ 1,13¢ —
Total $ 54,70¢ $ 231,59. $ 16,62 $ 49,80(
Mortgage Manufactured

Consumer Warehouse Housing
Performing $ 163¢ $ 416,67( $ 102,40:
Nonperforming (1 59 — —
Total $ 1,69¢ $ 416,67( $ 102,40:

(1) Defined as past due thirty or more days at Septethe2011
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(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

December 31, 201!

Commercial

and Commercial Residential
Industrial Real Estate  Construction Real Estate
Pass/Satisfactor $ 27,77.  $ 107,48( $ 4,65 $ 27,56¢
Special Mentior 534 8,50( 1,41¢ —
Substandar 7,30€ 25,21 6,24¢€ 1,39¢
Doubtful 331 3,65¢€ 1,072 —
Total $ 3594: $ 144,84¢ $ 13,38° $ 28,96
Mortgage Manufactured

Consumer Warehouse Housing
Performing $ 155¢ $ 186,11: $ 100,22¢
Nonperforming (1 22 — 2,69¢
Total $ 1581 $ 186,11: $ 102,92:

(1) Defined as past due thirty or more days at Decer®beP010

The following presents the credit quality tableoaSeptember 30, 2011 and December 31, 2010 éocdkiered loan portfolio.

September 30, 2011

Commercial

and Commercial Residential

Industrial Real Estate  Construction Real Estate

Pass/Satisfactol $ 11,29 $ 37,98: $ 10,927 $ 15,88¢

Special Mentior 54 5,357 7,642 1,19¢

Substandar: 38t 17,937 23,547 4,12¢
Doubtful

Total $ 11,73 $ 61,27¢ $ 42.11¢ $ 21,21

Manufactured

Housing

Performing $ 4,057

Nonperforming (1 117

Total $ 4,174

(1) Defined as past due thirty or more days at SepteB8Me2011
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(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

December 31, 201!

Commercial

and Commercial Residential
Industrial Real Estate  Construction Real Estate
Pass/Satisfactor $ 11,13: $ 38,43 $ 23,13: $ 17,21¢
Special Mentior 1,06( 16,11¢ 19,57 3,21¢
Substandar: 917 14,73¢ 8,251 1,67
Doubtful 45 2,99¢ — 1,717
Total $ 13,15¢ $ 72,28, % 50,96¢ $ 23,82
Manufactured

Housing
Performing $ 4,35¢
Nonperforming (1 304
Total $ 4,662

(1) Defined as past due thirty or more days at Decer@beP010
Allowance for loan losse

The changes in the allowance for loan losses fothhee and nine months ended September 30, 2@lthatoans and allowance for loan
losses by loan segment based on impairment metiecaksaollows:

Commercial
and Commercial Residential

Three months ended September 30, 20: Industrial Real Estate  Construction  Real Estate
Beginning Balance, July 1, 20 $ 1,94 % 7171 $ 247¢  $ 1,607
Charg-offs (717) (182 — (4
Recoveries 9 72 — —
Provision for loan losses 35¢ (264) 1,191 (43€)
Ending Balance, September 30, 2011 $ 159 $ 6,80: $ 3,67C $ 1,167
Nine months ended September 30, 20:
Beginning Balance, January 1, 2( $ 1,66z $ 9,15: $ 2,127 $ 1,11¢€
Chargeoffs (2,179 (4,389 (1,069) (209
Recoveries 15 78 2 —
Provision for loan losses 2,097 1,962 2,61( 16C
Ending Balance, September 30, 2011 $ 159 $ 6,80: $ 3,67C $ 1,167
Loans:

Individually evaluated for impairmel $ 527¢ $ 29,11C $ 10,64¢ $ 1,69(

Collectively evaluated for impairme 55,70¢t 247,42¢ 22,45 67,42:

Loans acquired with credit deteriorati 892 21,97 26,53t 4,46¢
Allowance for loan losses

Individually evaluated for impairmel $ 95¢ $ 340 $ 3,18t $ 26€

Collectively evaluated for impairme 561 2,742 41€ 83t

Loans acquired with credit deteriorati 77 65¢ 69 64
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(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

Manufactured Mortgage
Three months ended September 30, 2011 Housing Consumer Warehouse  Unallocated Total
Beginning Balance, July 1, 20 $ 3¢ 3 20 $ 58¢ $ 90 $ 13,94¢
Charge-offs — (D] — — (904)
Recoveries — 2 — — 83
Provision for loan losses (39 35 36 18 90C
Ending Balance, September 30, 2011 $ - 8 56 $ 62 $ 106 $ 14,02t
Nine months ended September 30, 20:
Beginning Balance, January 1, 2( $ — 3 11 $ 46 % 59¢€ $ 15,12¢
Chargeoffs — @) — — (7,752)
Recoveries — 3 — — 98
Provision for loan losses — 49 16C (48¢) 6,55(
Ending Balance, September 30, 2011 $ — $ 56 $ 62 $ 106 $ 14,02¢
Loans:
Individually evaluated for impairme! $ — 44 3 — — $ 46,77
Collectively evaluated for impairme 115,45: 5,68¢ 416,67( — 930,81¢
Loans acquired with credit deteriorati 90 — — — 53,95¢
Market discounts/premiums/valuation adjustments (17,539
Total loans 1,014,00
Allowance for loan losses:
Individually evaluated for impairme! $ — 5 % — — $ 7,817
Collectively evaluated for impairme — 23 625 10¢ 5,31(
Loans acquired with credit deteriorati — 28 — — 89¢

The noneovered manufactured housing portfolio was purath@séugust 2010. A portion of the purchase pritgy be used to reimburse
Bank under the specified terms in the Purchase&kgeat for defaults of the underlying borrower attteo specified items. At September
2011, funds available for reimbursement, if necgssae $7,330. Each quarter, these funds areateal to determine if they would be

sufficient to absorb probable losses within the ofactured housing portfolio.
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(Dollars in thousands except for per share data)

NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

The changes in the allowance for loan losses amtbdns and allowance for the nine months endeteBdyer 30, 2010 are as follows:

Commercial
and Commercial Residential

Three months ended September 30, 20: Industrial Real Estate  Construction  Real Estate
Beginning Balance, July 1, 20: $ 1,80¢ $ 6,25: $ 2,32t $ 1,127
Charg-offs (1,182 — (127) (38¢)
Recoveries 1 — — —
Provision for loan losses 1,917 (2,939 (494) 5,44:
Ending Balance, September 30, 2010 $ 254: $ 3,31t $ 1,71C $ 6,182
Nine months ended September 30, 20:.
Beginning Balance, January 1, 2( $ 1,28t $ 4,68¢ $ 298¢ $ 974
Charge-offs (1,4372) (1,52¢) (1,147 (784)
Recoveries 1 3 — —
Provision for loan losses 2,68¢ 14¢ (127) 5,992
Ending Balance, September 30, 2010 $ 254;: $ 3,31t $ 1,71C $ 6,18:
Loans:

Individually evaluated for impairme! $ 8,29: $ 12,76¢ $ 6,62¢ $ 14,64

Collectively evaluated for impairme 24,22: 90,37: 8,087 46,90:

Loans acquired with credit deteriorati — — — —
Allowance for loan losses

Individually evaluated for impairmel $ 2,36¢ $ 1,97¢ $ 1,491 $ 4,271

Collectively evaluated for impairme 17¢ 1,33¢ 21¢ 1,911

Loans acquired with credit deteriorati
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)

Manufactured Mortgage
Three months ended September 30, 2010 Housing Consumer Warehouse  Unallocated Total
Beginning Balance, July 1, 20: $ — 11 % 61t $ % $ 12,23¢
Charge-offs — — — — (1,697
Recoveries — — — — 1
Provision for loan losses — — 20& (58) 4,07¢
Ending Balance, September 30, 2010 $ — 11 823 38 14,62:
Nine months ended September 30, 20:
Beginning Balance, January 1, 2( $ — 49 $ 51 $ — 10,03:
Chargeoffs — (23 — — (4,912
Recoveries — — — — 4
Provision for loan losse — (15) 772 88 9,547
Transfers to reserve for unfunded commitments (a) — — (50) (50)
Ending Balance, September 30, 2010 $ — $ 11 $ 82: $ 38 $ 14,62:
Loans:
Individually evaluated for impairme! $ — — —  $ — 42,32¢
Collectively evaluated for impairme 104,50¢ 1,43: 328,94: — 604,46¢
Loans acquired with credit deteriorati — — — — —
Allowance for loan losses
Individually evaluated for impairmel $ — 3 $ — $ — 3 10,10:
Collectively evaluated for impairme — 11 823 38 4,51¢

Loans acquired with credit deteriorati — — — —

(a) At September 30, 2010, thBancorp had a reserve of $50 for unfunded commitsiecluded within the allowance for loan lossEe
reserve for unfunded loan commitments was reciassio Other Liabilities during the nine months eddseptember 30, 201

The following table presents the loans with creiterioration as of September 30, 2011 for thed@amuired in the BBl and Tammac
transactions. Both BBI and Tammac transactionsiwed in September 2011, and the final calculatisese not yet finalized. The balances
presented are estimates based on data collectieel txne of the transactions.

Contractually required payments receive $ 123,93
Credit Discount (nonaccretable difference) (12,130
Cash flows expected to be collec 111,80:
Market Discount (accretable yield) 644
Fair value of loans acquired with credit deterimnat $ 112,44¢

The changes in the accretable yield for the ninathwended September 30, 2011:

Acquisitions
Balance, beginning of peric $ 7,17¢
Additions resulting from acquisitic 644
Accretion to interest inconr (1,54%)
Disposals (32
Reclassification (to)/from nonaccretable difference (399
Balance, end of period $ 5,84¢
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NOTE 6 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES (continued)
FDIC Loss Sharing Receivat

Prospective losses incurred on Covered Loans @iblelfor partial reimbursement by the FDIC. Sujpsent decreases in the amount
expected to be collected result in a provisiondan and lease losses, an increase in the allowfané@an losses, and a proportional
adjustment to the FDIC loss sharing receivabldHerestimated amount to be reimbursed. Subsequenetises in the amount expected to be
collected result in the reversal of any previouslgerded provision for loan and lease losses daterkallowance for loan and lease losses
and adjustments to the FDIC loss sharing receiyablaccretion of certain fair value amounts imtterest income in future periods if no
provision for loan and lease losses had been redord

The following table summarizes the activity relatedhe FDIC loss sharing receivable for the nirenths ended September 30, 2011:

Balance, beginning of peric $ 16,70:
Acquisitions —
FDIC loss sharing receivab 1,70¢
Reimbursement from the FDIC (6,55)
Balance, end of period $ 11,86(

NOTE 7 — BORROWINGS

During the second quarter 2011, the Bank enteredaigreements to sell securities under agreememéptirchase for up to $400,000 in total
borrowings. The agreements are treated as finasicargl the obligations to repurchase securitiesa® reflected as liabilities in the balance
sheet. The amount of the mortgage-backed secunitidsrlying the agreements continues to be caimigite Bank's investment securities
portfolio. The Bank has agreed to repurchase séssiidentical to those sold. The securities unyileglthe agreements are under the Bank’s
control. At September 30, 2011, the Bank had ¥I0®in securities sold under agreements to repsecaad 11,000 in FHLB advances
outstanding with an average rate of 0.62% 2128%,respectively.

NOTE 8 - STOCKHOLDERS' EQUITY

On September 30, 2011, the Bancorp sold 419,00@sleé common stock and 565,848 shares of ClaserB\oting Common Stock at
$13.20 per share with total proceeds of $13,000rir@ the first quarter 2011, the Bank sold shafats common stock and Class B Non-
Voting Common Stock to certain Lead Investors. i@j\weffect to the reorganization, the Bancorp (asssor to the Bank) issued, in
connection with this transaction, 668,527 shareaimon stock and 363,000 shares of Class B Nomyy@ommon Stock at $12.00 per
share and 210,916 shares of common stock and 16lites of Class B Non-Voting Common Stock toBaecorp’s Lead Investors at
$10.50 per share. The proceeds, net of offerisgsamere $15.6 million.

NOTE 9 — EMPLOYEE BENEFIT PLANS
Stock Option Plans

Stock-based compensation expense of $428 and $48%awognized for the nine months ended Septen®h@031 and 2010, respectively.
Unrecognized compensation expense related to wt/esick options was approximately $2,313 at Semer30, 2011, and is expected to be
recognized over a period of 3.5 years.

During the nine months ended September 30, 20&1B#mcorp (as successor to the Bank) granted téogegs options to purchase 200,268
shares of common stock at an weighted averageisagmice of $12.12 per share. The stock optioss eeer the next five anniversaries from
the date of grant. The estimated fair value ofstioek options granted was calculated using thevieiig weighted average assumptions of a
Black-Scholes option pricing: risk-free intereseravas 2.05%; an expected dividend yield 0%; areetgul volatility was 20% and an
expected life of seven years. The weighted avef@gealue of the options granted was estimateloet&3.81 per share.
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NOTE 9 — EMPLOYEE BENEFIT PLANS — (continued)

Stock option activity under the Bancorp’s stockioptplans at September 30, 2011 is as follows:

Weighted
average
Weighted remaining
average contractual
Number of exercise term Aggregate
shares price (in years) intrinsic value
Outstanding, January 1, 20 758,24: $ 10.3¢
Issuec 200,26t 12.12
Forfeited (6,369 20.3¢
Outstanding, September 30, 2011 952,14! $ 10.9% 5.8 $ 2,54¢
Options exercisable at September 30, 2011 6,592 $ 31.7¢ 4.24 —

The aggregate intrinsic value in the table abopeagents the total pre-tax intrinsic value (théetdénce between the Bancorp’s latest sale
price of $13.20 and the exercise price) multipligdhe number of in-the-money options.

Restricted Stock Uni

The Bancorp (as successor to the Bank) grantedctest stock units to purchase 35,625 shares ofwomstock on February 17, 2011. These
awards vest in three equal annual installment$efiitst, second and third anniversaries of the dégrant. The fair value of the restricted
stock units granted on February 17, 2011 was $j2e0@hare. Unrecognized compensation expensedefaunvested restricted stock

units was approximately $338 at September 30, 20iilis expected to be recognized over a period8df Pears. Stock-based compensation
expense of $87 was recognized for the nine monmttied September 30, 2011. There were no grantswiated stock units in the first nine
months of 2010.

NOTE 10 - COMPREHENSIVE INCOME (LOSS)
The components of other comprehensive income (kresas follows:

Nine months endec
September 30,

2011 2010
Unrealized holding gains on available for sale stieent securitie $ 6,57: $ 1,03¢
Less: Reclassification adjustment for gains oassaf i nvestment securities recognized in théneeime 1,41: 1,111
Net unrealized (losses) gai 5,16( (75)
Income tax benefit (expense) (1,755 23
Other comprehensive income (loss), net $ 3,40t $ (52
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NOTE 11 - REGULATORY MATTERS

The Bank is subject to various regulatory cap#guirements administered by the federal bankinggs. Failure to meet the minimum
capital requirements can initiate certain mandatony possibly additional discretionary-actions égulators that, if undertaken, could have a
direct material effect on the Bank’s financial staents. Management believes, as of September 20, #tat the Bank meets all capital
adequacy requirements to which it is subject. Baecorp’s and the Bank’s capital amounts and ratiddeptember 30, 2011 and December
31, 2010 are presented below:

To Be Well Capitalized Und
Prompt Corrective Action

Actual For Capital Adequacy Purpos Provisions
Amount Ratio Amount Ratio Amount Ratio
As of September 30, 2011
Total capital (to risk weighted asse
Customers Bancorp $ %
Inc. 160,28( 147¢ >  $ 86,89: > 8.% > N/A N/A
Customers Ban $ 147,45¢ 135% > $ 86,91 > 8w > $ 108,64: >  10.(%
Tier 1 capital (to risk weighted asse
Customers Bancorp $ % %
Inc. 145,49° 134C > $ 43,44¢ > 4.C > N/A N/A
Customers Ban $ 132,67( 1221% > $ 43,457 > 4% > % 65,18¢ > 6.C%
Tier 1 capital (to average asse
Customers Bancory $ %
Inc. 145,49° 89z > % 65,257 > 4% > N/A N/A
Customers Ban $ 132,67! 81% > $ 65,257 > 4% > % 81,57 > 5.C%
As of December 31, 2010:
Total capital (to risk
weighted
assets $ 115,14 21.1% > $ 43,57. > 8% > $ 53,46¢ > 10.(%
Tier 1 capital (to risk
weighted
assets $ 107,03t 19% > $ 21,557 > 4% > % 32,33¢ > 6.C%
Tier 1 capital (to averac
assets $ 107,03t 8.7% > $ 49,397 > 4% > % 61,747 > 5.C%

NOTE 12 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réaordalue adjustments to certain assets and tatie the fair value of its financial
instruments. FASB ASC 825;inancial Instruments requires disclosure of the estimated fair valugroentity’s assets and liabilities
considered to be financial instruments. For thed®gm as for most financial institutions, the méjoof its assets and liabilities are conside
to be financial instruments. However, many of simstruments lack an available trading market asasttarized by a willing buyer and
willing seller engaging in an exchange transacti@r. fair value disclosure purposes, the Bancaijzed certain fair value measurement
criteria under the FASB ASC 82Bair Value Measurements and Disclosures explained below. The following methods arsliagtions
were used to estimate the fair values of the Basisdinancial instruments at September 30, 2011@acember 31, 2010:

Cash and cash equivalents:
The carrying amounts reported in the balance dbeetsh and short-term instruments approximatedltassets’ fair values.

Investment Securities:

The fair value of investment securities availaldedale and held—to-maturity are determined byiobtg quoted market prices on nationally
recognized securities exchanges (Level 1), maticing (Level 2), which is a mathematical technigiseed widely in the industry to value
debt securities without relying exclusively on qeabimarket prices for the specific securities bthigaby relying on the securitielationshij
to other benchmark quoted prices or externally igpexl models that use unobservable inputs duenitelil or no market activity of the
instrument (Level 3).

The carrying amount of restricted investment in &ap stock approximates fair value, and considedimited marketability of such
securities.

Interest-Only Strips:

To obtain fair values, quoted market prices arelifsavailable. Quotes are generally not availdbtanterests that continue to be held by the
transferor, so the Bancorp generally estimates/idire based on the future expected cash flomnattd using management’s best estimates
of the key assumptions —credit losses and disa@ies commensurate with the risks involved. At Seybter 30,2011, the Bancorp had
interes-only strips measured at fair value on a recurriagidclassified within Level .
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NOTE 12 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Loans receivable held for sale:
The fair value of loans receivable held for salbased on commitments on hand from investors withénsecondary market for loans with
similar characteristics.

Loans receivable:

The fair values of loans are estimated using distmmlicash flow analyses, using market rates atdlace sheet date that reflect the credit
and interest rate-risk inherent in the loans. éutgd future cash flows are calculated based upntractual maturity or call dates, projected
repayments and prepayments of principal. Genetaltyariable rate loans that reprice frequentlg arth no significant change in credit rit
fair values are based on carrying values.

Impaired loans:

Impaired loans are those that are accounted foerdRASB ASC 450Contingencies in which the Bancorp has measured impairment
generally based on the fair value of the loan'satetal. Fair value is generally determined bagseh independent third-party appraisals of
the properties, or discounted cash flows based tppexpected proceeds. These assets are indsdezl/el 3 fair values, based upon the
lowest level of input that is significant to therfaalue measurements.

FDIC loss sharing receivable:

The FDIC loss sharing receivable is measured seppfaom the related covered assets, as it icootractually embedded in the assets a
not transferable with the assets should the absetsld. Fair value was estimated using projecasti lows related to the loss sharing
agreements based on the expected reimbursememdss$es using the applicable loss share percensagkthe estimated true-up payment.
These cash flows were discounted to reflect thienagtd timing of the receipt of the loss share trilmement from the FDIC.

Other Real Estate Owned ("OREQO"):

The fair value was determined using appraisalscivmay be discounted based on management’s revidwlenges in market conditions
(Level 3 Inputs). All appraisals must be perfornmedccordance with the Uniform Standards of Profesd Appraisal Practice ("USPAP").
Appraisals are certified to the Bancorp and perfmiay appraisers on the Bancorps approved lisppfagsers. Evaluations are completed by
a person independent of management. The contehé a@ppraisal depends on the complexity of the gntgpAppraisals are completed on a
“retail value” and an “as is value”.

Accrued interest receivable and payable:
The carrying amount of accrued interest receivahbtkaccrued interest payable approximates itwédire.

Deposit liabilities:

The fair values disclosed for deposits (e.g., #geand noninterest checking, passbook savingshaneéy market accounts) are, by definition,
equal to the amount payable on demand at the iegatate (i.e., their carrying amounts). Fair ealdior fixed-rate certificates of deposit are
estimated using a discounted cash flow calculdtiahapplies interest rates currently being offéretthe market on certificates to a schedule
of aggregated expected monthly maturities on tiejgodits.

Borrowings :

Borrowings consist of FHLB advances and Securg@d under agreements to repurchase. The carrymogiats of these borrowings
approximate their fair values. Fair values of FHadB/ances are estimated using discounted cashaflalysis, based on quoted prices for
new FHLB advances with similar credit risk charaistecs, terms and remaining maturity. These pragtsined from this active market
represent a market value that is deemed to représetransfer price if the liability were assuni®da third party. Securities sold under
agreements to repurchase, which are classified@sed borrowings, generally mature within oneotar fdays from the transaction date. The
fair value of Securities sold under agreementepairchase is estimated by discounting the projdatede cash flows using current market
rates on similar securities.

Subordinated debt:

Fair values of subordinated debt are estimatedyudistounted cash flow analysis, based on markes currently offered on such debt with
similar credit risk characteristics, terms and rigrimg maturity.

Off-balance sheet financial instruments
Fair values for the Bancorp’s off-balance sheatrfirial instruments (lending commitments and letbéicredit) are based on fees currently

charged in the market to enter into similar agre@s)daking into account the remaining terms ofafjgeeements and the counterparties’ credit
standing.
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NOTE 12 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

The estimated fair values of the Bancorp’s finanicistruments were as follows at September 30, 26fdlDecember 31, 2010.

2011 2010

Carrying Carrying

Amount Fair Value Amount Fair Value
Assets:
Cash and cash equivalel $ 52,83( $ 52,83( $ 238,72: $ 238,72
Investment securities, availa-for-sale 155,97: 155,97: 205,82¢ 205,82¢
Investment securities, hto-maturity 361,25¢ 377,05( — —
Loans held for sal 205,02 205,02 199,97( 199,97(
Loans receivable, ni 1,000,34 1,219,12 663,84: 661,32(
FDIC loss sharing receivah 11,86( 11,86( 16,70: 16,70:
Restricted stoc 14,728 14,72 4,267 4,267
Accrued interest receivab 4,31¢ 4,31¢ 3,19¢ 3,19¢
Liabilities:
Deposits $ 1,581,820 $ 1,590,141 $ 124569 $ 1,247,553
Securities sold under agreements to repurc 110,00( 110,02¢ — —
Subordinated det 2,00( 2,00( 2,00( 2,00(
Borrowings 11,00( 12,957 11,00( 10,75¢
Accrued interest payab 1,41¢ 1,41¢ 1,657 1,657

Off-balance sheet financial instruments:

Commitments to extend credit and letters of cr — — — —
Unfunded commitments to fund mortgage warehousss| — — — —
Standby letters of credit issued on the Ban's behall — — — —

In accordance with FASB ASC 82Bair Value Measurements and Disclosuréle fair value of a financial instrument is thiéep that would
be received to sell an asset or paid to transliebdity in an orderly transaction between margatticipants at the measurement date. Fair
value is best determined based upon quoted mariceisp However, in many instances, there are mbeglmarket prices for the Bancorp’s
various financial instruments. In cases where egiotarket prices are not available, fair valueshased on estimates using present value or
other valuation techniques. Those techniquesignéfisantly affected by the assumptions used,ldeglg the discount rate and estimates of
future cash flows. Accordingly, the fair valueiesgites may not be realized in an immediate setiiémithe instrument.

The fair value guidance provides a consistent definof fair value, focusing on an exit price in arderly transaction (that is, not a forced
liquidation or distressed sale) between markeigpants at the measurement date under currenteanadkditions. If there has been a
significant decrease in the volume and level afvigtfor the asset or liability, a change in vaiioa technique or the use of multiple valuation
techniques may be appropriate. In such instamletermining the price at which willing market paigiants would transact at the
measurement date under current market conditiopsrdks on the facts and circumstances and reqgbieasse of significant judgment. The
fair value is a reasonable point within the rarigs ts most representative of fair value underentrmarket conditions.

Level 1: Unadjusted quoted prices in active markieat are accessible at the measurement dateefatigal,
unrestricted assets or liabilitie

Level 2: Quoted prices in markets that are navagcbr inputs that are observable either direatlyndirectly, for
substantially the full term of the asset or liahil

Level 3: Prices or valuation techniques that regjinputs that are both significant to the fairmeameasurement and

unobservable (i.e., supported with little or no kedactivity).

An asset’s level within the fair value hierarchy@sed on the lowest level of input that is sigaifit to the fair value measurement.
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NOTE 12 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

For financial assets measured at fair value orarrmg basis, the fair value measurements by leithiin the fair value hierarchy used at

September 30, 2011 and December 31, 2010 arelewsol

September 30, 201,

(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable Unobservable  Total Fair
Assets Inputs Inputs Value
U.S. Treasury and government agen $ — 8 1,492 $ — 8 1,492
Mortgage-backed securitie 367 128,49° 3,00¢ 131,86«
Asse-backed securitie — 652 — 652
Corporate bond - 4,971 15,00( 19,97
Municipal securities — 1,98¢ — 1,98¢
$ 367 $ 137,60 $ 18,00( $ 155,97:
December 31, 201
(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable Unobservable  Total Fair
Assets Inputs Inputs Value
U.S. Treasury and government agen $ — 8 1,681 $ — 8 1,681
Mortgage-backed securitie 39 201,53¢ — 201,57:
Asse-backed securitie — 722 — 722
Municipal securities — 1,851 — 1,851
$ 39 $ 205,78¢ $ — $ 205,82¢

The changes in Level 3 assets and liabilities nrealsat fair value on a recurring basis as of Sep&r0, 2011 are summarized as follows:

As of
September
31,2011
(In thousands) Level 3
Beginning balance December 31, 2( $ >
Total net gains (losses) included
Net income -
Other comprehensive incor -
Purchases, sales, issuances and settlemen 18,00(
Transfers in and/or out of Level -
Ending balance September 30, 2 $ 18,00(
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NOTE 12 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

The following table summarizes financial assets famghcial liabilities measured at fair value onanrecurring basis as of September 30,
2011 and December 31, 2010, segregated by thedétet valuation inputs within the fair value raechy utilized to measure fair value:

September 30, 201.

(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable Unobservable  Total Fair
Assets Inputs Inputs Value
Impaired loans, net of specific reserves of $ 7. $ — $ — 3 1521C $ 15,21(
Loans held for sal — 205,02° — 205,02
Other real estate owned — 12,12¢ 12,12¢
$ — $ 205,020 $ 27,33¢  $ 232,36!
December 31, 201
(Level 1)
Quoted
Prices in (Level 2)
Active Significant (Level 3)
Markets for Other Significant
Identical Observable  Unobservable Total Fair
Assets Inputs Inputs Value
Impaired loans, net of specific reserves of $10. $ — 8 — 3 22,69 $ 22,69¢
Loans held for sale — 199,97( 199,97(
Other Real Estate Owned — — 7,24¢ 7,24¢
$ — $ 199,97( $ 29,94: $ 229,91

The above information should not be interpretedrasstimate of the fair value of the entire Bancinge a fair value calculation is only
provided for a limited portion of the Bancorp’s ess Due to a wide range of valuation techniquesthe degree of subjectivity used in
making the estimates, comparisons between the Basatisclosures and those of other companies roap& meaningful.

NOTE 13 - LEGAL CONTINGENCIES

On November 15, 2010, the Bank filed suit agains®Solutions, Inc. (“OSI”) in the United Statesfdict Court for the Eastern District of
Pennsylvania, seeking damages for failure to assthe conversion of system and customer inforomagissociated with the former USA
Bank and requesting injunctive relief to compel @5assist with the deconversion of the former UEk's systems. OSI filed
counterclaims against the Bank on November 24, 284€erting claims for breach of contract and bredicettlement agreement. In support
of its breach of contract claim, OSI alleged tia Bank "assumed" the former-USA Bank agreememtssanound by those agreements. OSI
claimed that it has sustained damages in excebs ofillion. The Bank disputed that it has any ligypito OSI. Prior to trial, OSI dismissed
with prejudice its settlement agreement claim.alfwias held on February 24, 2011.
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NOTE 13 - LEGAL CONTINGENCIES (Continued)

On March 7, 2011, the Court ruled against the Bamkin favor of OSI as follows: judgment was endesigainst the Bank on OSI's claim that
the agreements between OSI| and USA Bank were asisbyriae Bank and judgment was entered againdbadin& on its claims against OSlI;
judgment was entered for OSI on its breach of emttrlaim under one agreement, in the amount of $16usand; the Court found there v

no breach of the second agreement by the Bank apdaof of damages. OSI filed a motion for paymafriegal fees and costs associated
with the litigation, which are estimated to be ard$205,000. The Bank filed a motion with the BistCourt to vacate the judgment and to
enter judgment in favor of the Bank on OSl's coroiéém. In addition, the FDIC filed a motion taénvene in the litigation, and has also
sought dismissal of OSI's counterclaims on jurisoli@l grounds. On May 3, 2011, the Court grankedFDIC's motion to intervene, and
directed that OSI respond to the motion to disrtiisscounterclaim. On August 9, 2011, the Dist@iourt granted the FDIC's motion to
dismiss and vacated the judgment entered agam@dhk. The Court denied the Bank's post-trialiomohs moot because of the Court's
vacatur of the judgment. On September 2, 2011,fiesl a notice of appeal to the United States €otiAppeals for the Third Circuit, in
which OSI appeals from the Court’s August 9, 20XdeD granting the FDIC’s motion to dismiss. TherdllCircuit has not yet set a schedule
for briefing or argument.

NOTE 14 - SUBSEQUENT EVENTS

On November 1, 2011, Allied Home Mortgage CapitaifC was sued by federal authorities for allegaddulent lending practices. Allied
Home Mortgage Corp. asked a federal judge to restembility to originate and underwrite Federaluding Authority-insured home loans,
alleging that the company has complied with HUDutations and that HUD's complaints are not onlyjhveitpredecessor company but are
also based on flawed facts. Customers Bank prevad@arehouse line to Allied which they use to fthmlr pipeline of mortgage loans that
are originated for sale in the capital markets.ofslovember 9, 2011, the bank has $32 millionoafiris to Allied which are secured by 1 to 4
family mortgages. At this time, Customers Banwédl secured and does not expect to incur any os$@e Bank will not do further lending
to Allied and the Bank expects to eliminate thip@sure within 90 days.
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ITEM 2. Management'’s Discussion and Analysis of Fiancial Condition and Results of Operations.

This report and all attachments hereto as welklasravritten or oral communications made from titméime by the Bancorp may contain
certain forward-looking information within the meag of the Securities Act of 1933, as amended,thadsecurities Exchange Act of 1934,
as amended. These statements relate to futurésemefuture predictions, including events or petidns relating to future financial
performance, and are generally identifiable byube of forward-looking terminology such as “beligyé¢expects,” “may,” “will,” “should,”
“plan,” “intend,” “anticipates,” “strategies” or éhnegative thereof or comparable terminology, odisgussion of strategy that involve risks
and uncertainties. These forward-looking statemard only predictions and estimates regardingdutuents and circumstances and involve
known and unknown risks, uncertainties and othetofs, including the risks described under “RisktBes” that may cause actual results,
levels of activity, performance or achievementbdaanaterially different from any future resultsyéés of activity, performance or
achievements expressed or implied by such forwaoltihg statements. This information is based aioua assumptions that may not prove
to be correct. These forward-looking statementsabgect to significant uncertainties and contirnges, many of which are beyond the
control of the Bancorp and the Bank. Althoughehpectations reflected in the forward-looking stedats are currently believed to be
reasonable, future results, levels of activity f@@nance or achievements cannot be guaranteedordiogly, there can be no assurance that
actual results will meet expectations or will netrnaterially lower than the results contemplatethis report and attachments hereto. You
are cautioned not to place undue reliance on tfesard-looking statements, which speak only athefdate of this report or, in the case of
documents referred to, the dates of those documétgither the Bancorp nor the Bank undertakesdfigation to release publicly any
revisions to these forward-looking statements fleceevents or circumstances after the date afréyort or to reflect the occurrence of
unanticipated events, except as may be requiredrwapplicable law.

Management discussion and analysis is providedisogmtally for the Bancorp’s results of operatiditgncial condition, liquidity and asset
quality. This information is intended to facilitafeur understanding and assessment of signifidaamges and trends related to the Bank’s
financial condition and results of operations aamd for the nine months ended September 30, 20dii should read this section in
conjunction with “Management’s Discussion and Asa@yof Financial Condition and Results of Operdtion the year ended December 31,
2010 included in the Bancorp's Registration Stategroa form S-1 (File No. 333-166205) which is rederto as the “Registration Statement.”

Any interim financial information for periods pritw September 17, 2011 contained herein reflecdlod the Bank as the predecessor entity
to the Bancorp.

Critical Accounting Policies

The Bancorp has adopted various accounting polibetsgovern the application of accounting prinegpyenerally accepted in the United
States of America (US GAAP) and that are consistgtht general practices within the banking industryhe preparation of its financial
statements. The Bank’s significant accountinggbedi are described in footnote 1 to its auditedrfaial statements for the year ended
December 31, 2010 included in the Registrationegtant.

Certain accounting policies involve significant gudents and assumptions by the Bancorp that hawatexiad impact on the carrying value of
certain assets and liabilities. The Bancorp carsithese accounting policies to be critical actiagrpolicies. The judgment and
assumptions used are based on historical exper@ntether factors, which are believed to be reaisierunder the circumstances. Because
of the nature of the judgments and assumptions geanant makes, actual results could differ fromeljadgments and estimates, which
could have a material impact on the carrying vabhfdts assets and liabilities and its results pémtions. Actual results could differ from
these estimates. There have been no material chamgge Bancorp’s critical accounting policieggments and estimates, including
assumptions or estimation techniques utilized caspared to those disclosed in the Bancorp’s Retgjistr Statement.

Results of Operations
Third quarter 2011 to third quarter 2010
The Bancorp had a net income of $2.3 million fa three months ended September 30, 2011 compagedebincome of $27.8 million for

the three months ended September 30, 2010. Dikgsatngs per share were $3.81 and $0.23 for tkee tmonths ended September 30, 2010
and September 30, 2011, respectively, a decrecba 58 per share.
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NET INTEREST INCOME
Net interest income (the difference between therg@st earned on loans, investments and in-earning deposits with other banks, and
interest paid on deposits and borrowings) is tlmamy source of our earnings. The following taklenmarizes net interest income and
related spread and margin for the periods indicédetlars in thousands):

Three months ended September 30,

2011 2010
Interest Average Interest Average
Average income or yield or Average income or yield or
balance expense cost balance expense cost

Interest earning asset:
Interest earning depos $ 106,52: $ 67 0.25% $ 158,05¢ $ 98 0.25%
Federal funds sol 71C 1 0.5€% 19,58¢ 7 0.14%
Investment securities, taxat 553,14 3,972 2.85% 9,34: 11t 4.88%
Investment securities, non

taxable (B) 1,89/ 22 4.61% 1,997 32 6.36%
Loans (A) (B) 905,99¢ 11,297 4.95% 683,86: 9,20¢ 5.34%
Restricted stock 14,08( 51 1.44% 3,614 20 2.20%
Total interest earning assets  $ 1,582,34! $ 15,41( 3.86% $ 876,46( $ 9,47¢ 4.29%
Interest-bearing liabilities
Interest checkin $ 18,55¢ $ 23 0.4%% $ 30,47« $ 72 0.94%
Money marke 504,11 1,57 1.24% 226,00t 1,02: 1.80%
Other saving: 12,87¢ 22 0.6&% 14,50¢ 27 0.74%
Certificates of deposit 827,56( 3,94¢ 1.8% 457,21¢ 1,98¢ 1.73%
Total interest bearing depos 1,363,11. 5,56¢ 1.72% 728,20t 3,111 1.69%
Other borrowings 39,924 132 1.31% 13,00( 10¢ 3.33%
Total interes-bearing liabilities 1,403,03 5,69¢ 1.61% 741,20¢ 3,22( 1.72%
Nor-interest-bearing deposits 95,19: — — 57,19¢ — —
Total deposits & borrowings $ 1,498,23I 5,69¢ 1.51% $ 798,40° 3,22( 1.60%
Net interest earnings (E 9,71« 6,25¢
Tax equivalent adjustment 7 11
Net interest earning $ 9,701 $ 6,24¢
Interest sprea 2.36% 2.69%
Net interest margil 2.4€% 2.86%
Net interest margin ta
equivalent (B 2.45% 2.85%

(A) Includes no-accrual loans, the effect of which is to reduceytledd earned on loans, and deferred loan 1
(B) Full tax equivalent basis, using a 34% statutoxyrédie to approximate interest income as a taxaddet

Net interest income was $9.7 million for the thneenths ended September 30, 2011 compared to $8i@mfior the same period in 2010,
increase of $3.5 million or 56.5%. Interest incomneloans, investments and interest earning depasis $15.4 million in the third quarter of
2011 compared to $9.5 million in the same perio@G#0, an increase of $5.9 million or 62.1%. des expense on deposits and borrowed
funds was $5.7 million in the three months endegut&rber 30, 2011, an increase of $2.5 million ol %8 when compared to $3.2 million
the same period in 2010. Average interest earassgts for 2011 increased $705.9 million fromehm®nths ended September 30, 2010 as
the yield on interest earning assets decreasedsi8 points to 3.86% in the three months endedeSdgmr 30, 2011 from 4.29% for the three
months ended September 30, 2010.

Average interest earning deposits decreased to.$h0ilion or 6.7% of total interest earning asseten compared to $158.1 million or
approximately 18.0% of total interest earning asdeting the third quarter 2011 and 2010, respelstiAverage loans increased $222.1
million or 32.5% in third quarter of 2011 compatechird quarter 2010. This increase in loans vitrhated to the origination of $79 million
in mortgage warehouse loans, and the acquisiti®#107 million from the Berkshire Bank acquisitiamdahe Tammac transaction. Average
investments increased $543.7 million during thedtijuarter 2011 compared to third quarter 2010e ifbrease in investments was mainly
attributed to the purchase of US government ag&M®s and COPP Bonds throughout 2011 using the sxa@sh held in the interest
earning cash accounts. The Bancorp continues taifg@venues with limited credit risk, to redeplthe interest earning cash into higher
yielding assets. This strategy coupled with grointitbans and deposit accounts is intended to ktbestet interest margin back to a m
normalized level. The Bancorp continues to evalitatshort term strategies to enhance earningsthenimplementation of the five strateg
that commenced in the first quarter of 2011. Tletsstegies are to grow the mortgage warehousénigmaisiness, deploy excess cash from
the deposit growth into investments and loans pho, reduce the costs of deposits, improve agsaity through aggressive management of
stressed assets and to successfully integratedhesiidre acquisition.
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Average interest bearing liabilities increased $86iillion to $1.40 billion at September 30, 20Tinpared to $741.2 million at September
30, 2010, while the interest paid on these liabsidecreased 11 basis points quarter over quarter.increase in interest bearing liabilities
was attributed to product promotions held during23121.4 million in acquired deposits form BeikslBank, and approximately $149.2
million from one de novo branch opened in Janu@/12 The cost of funds for the interest bearingilites decreased primarily due to the
change in deposit products and rates of time deppasd money market accounts.

The key measure of the Bancorp’s net interest ircnits net interest margin. The net interest mmagdgcreased 40 basis points to 2.46% in
the three months ended September 30, 2011 fromd®2i86he same period of 2010. This decrease wasaply attributable to the decline in
yields on interest earning assets. Loan yieldsimet|39 basis points or 7% from 5.34% in 2010 85% in 2011 (57% of total avera
interest earning assets at September 30, 201¢gstiment yields also declined from 4.88% in 2012.85% in 2011 (35% of total average
interest earning assets at September 30, 2011).

PROVISION FOR LOAN LOSSES

The Bancorp has established an allowance for lossek through a provision for loan losses chargesh@&xpense on the statement of
operations. The loan portfolio is reviewed andes®#d on a quarterly basis to evaluate the oulstgroans and to measure both the
performance of the portfolio and the adequacy efaliowance for loan losses. Approximately 14%hefloan portfolio is covered under |i
sharing agreements with the FDIC. Charge-offsrireziiabove the original estimated value are takesdaitional provisions and a
corresponding receivable due from the FDIC is rdedrthrough non-interest income for the portiornciaited to be recovered under the loss
sharing agreements.

The provision for loan losses was $900,000 forttinee months ended September 30, 2011, a decre@8eanillion from $4.1 million in the
same period of 2010. This decrease was primandytd a stabilization in non-performing loans ahdrge-offs of problem loans. Increased
charge-off levels were recorded in the second gquaft2011 for five loan relationships that weré&®a@f the $6.2 million of the total charge-
offs in the second quarter of 2011. These chaffgeagre recorded at the time management determihredgh its extensive loan workout
process that the loans were not collectible antl #iaw/s were not available from the borrower, hoemthe effort to recover the balances:
continue. For more information about the Bancoppvision and allowance for loan and lease loaseisthe Bancorp’s loss experience see
“Credit Risk” and “Asset Quality” on pages 47 ar@tl.4
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NON-INTEREST INCOME

The chart below shows the Bancorp’s results invireous components of non-interest income for kined months ended September 30, 2011
and 2010 (in thousands).

Three months endec
September 30,

2011 2010
Service fee: $ 15¢ $ 26€
Mortgage warehouse transactional f 1,36¢ 78C
Bank owned life insuranc 264 59
Gain on sale of investment securities, 1,412 35
Gain on sale of loar 29¢ -
Bargain purchase gains on bank acquisit - 40,25¢
Accretion of FDIC loss sharing receival - 14¢
Other 93 117
Total non-interest income $ 3,591 $ 41,66(

Non-interest income was $3.6 million for the three tisrended September 30, 2011, a decrease of $38dhritom $41.7 million for the
three months ended September 30, 2010. This decre@rimarily due to the bargain purchase gambamk acquisitions of $40.3 million
during 2010, partially offset by a $586,000 inceeasmortgage warehouse transaction fees to $1libmnfior the three months ended
September 30, 2011 compared to $780,000 in the panted in 2010 which was primarily due to increhselumes from both new and

existing customers.

Service fees represent a significant componenbofinterest income and were $156,000 in the thirargr of 2011, a decrease of $110,000
from the same period in 2010. This decrease wasapily due to loan deferred fees accelerated atolyrézed during the sale of participation
loans during 34 quarter 2010.

The Bancorp owned life insurance income increag&b P00 from $59 thousand for the third quarte2@f0 to $264,000 for the same period
in 2011 as a result of the additional purchase26fillion of BOLI in December 2010 as well as Hesumption of $2.5 million of BOLI

from the merger of BBl on September 17, 2011.

There were significant gains on sale of investnsexurities in the third quarter of 2011 as the Bapsold $112 million of securities for a
gain of $1.4 million. The Bancorp sold $98.1 naitliof investment securities in the third quartet@€br a gain of $35,000. The gains in 2

were primarily due to the sales of US agency, mpaland mortgage-backed securities.
NON-INTEREST EXPENSE

The below chart shows the Bancorp’s results invireous components of nanterest expense for the three months ended Septe3tbh201
and 2010 (in thousands).

Three months endec
September 30,

2011 2010
Salaries and employee bene $ 3,866 $ 7,552
Occupancy 74¢ 601
Technology, communication and bank operat 82¢ 1,04¢
Advertising and promotio 20€ 23¢
Professional service 1,177 79t
Merger related expens 53C -
FDIC assessments, taxes, and regulatory 34¢€ 463
Loan workout and other real estate ow 69t 531
Other 731 312
Total other expenses $ 9,12¢ $ 11,54:

Nor-interest expense was $9.1 million for the threatis ended September 30, 2011, a decrease of $Rchftom $11.5 million for the

same period in 2010. Salaries and employee temepresent the largest component of non-intengs¢nse and were $3.9 million in the
third quarter of 2011 compared to $7.5 millionte same period in 2010, a decrease of $3.6 millidhis decrease was attributable to $2.6
million in SERP paid out during the third quarté2610. The merger related expenses during thd thiarter of 2011 were related to the

purchase of BBI.
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Occupancy expense increased $149,000 from $60in@ML0 to $749,000 in 2011. The increase wasa@lt six additional branches
opened or acquired during the period to supporgtbaith of the Bank. Technology, communicationd bank operations expense was
$829,000 for the three months ended September0dd, 2 decrease of $220,000 or 21.0% over the $00@ in the same period of 2010.
This decrease was primarily due to higher convarsipense taken in 2010 of approximately $500,@fset by an increase in network
support and OSI Core Processing expenses.

Expenses related to professional services increasgtl2 million in the third quarter of 2011 frd#@95,000 in the same period of 2010. This
increase was primarily attributable to legal exgsn®lated to regulatory filings and litigation kv vendor from one of the acquired banks.

FDIC assessments, taxes and regulatory fees dedr2&s3% or $117,000 to $346,000 in the third guart 2011 from $463,000 in the third
quarter of 2010. This decrease is primarily duthéoreduction in the FDIC assessment base conpuiaércentage and methodology.

Loan workout and other real estate owned (OREOges@s increased by $164,000 to $695,000 in the thomths ended September 30, 2
from $531,000 in the same period of 201@ncrease was attributable by higher legal feesgamral expenses to support and maintain a
higher number of properties during the third qua2@l1. At September 30, 2011, the Bancorp hagrdgerties identified as OREO, of
which 4 were added during thedjuarter 2011 and an additional 16 added in conjometith the Berkshire Bank acquisition during
September 2011.

Other expenses increased by $423,000 to $735,00@ ithird quarter of 2011 from $312,000 in thediguarter of 2010. This increase was
primarily attributable to increases in directordel®an insurance, office supplies for the addélmffices and acquired banks, business
development and other miscellaneous expenses.

INCOME TAXES

The income tax expense is $299,000 and $930,00éathree and nine months ended September 30, &Xdectively for an effective tax
rate of approximately 27 percent. The income tawision was $4.5 million for the three and nine thsnended September 30, 2010,
respectively. The provision recorded in 2010 refecprovision net of reversal of deferred tax stibn allowance previously recorded on the
net deferred tax asset through the second qudrgf1®. Management periodically evaluates its inedax position to confirm that there is
sufficient taxable income to absorb losses, ifisigt taxable income is not available to absoebttx loss, a valuation allowance may be
required at a future date.
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Nine months ended September 30, 2011 compared to nine months ended September 30, 2010
The Bancorp had a net income of $806,000 avail@abé®mmon shareholders for the nine months endpteBer 30, 2011 compared to net
income of $23.3 million for the nine months endegt®mber 30, 2010. Diluted earnings per share3@#8 for the nine months ended
September 30, 2011 and $3.92 per share for thenmamt¢hs ended September 30, 2010, a decrease8df @3 share.

NET INTEREST INCOME
Net interest income (the difference between therast earned on loans, investments and in-earning deposits with banks, and interest
on deposits and borrowings) is the primary soufdd@Bancorp’s earnings. The following table suanizes the Bancorp’s net interest

income and related spread and margin for the pgiraticated (dollars in thousands):

Nine months ended September 3(

2011 2010
Interest Average Interest Average
Average income or yield or Average income or yield or
balance expense cost balance expense cost
Interest earning asset:
Interest earning depos $ 201,04¢ $ 377 0.25% $ 99,81( $ 13¢ 0.18%
Federal funds sol 3,014 3 0.1%% 11,29¢ 14 0.17%
Investment securities, taxat 479,83: 10,341 2.8t% 38,47¢ 93¢ 3.24%
Investment securities, non taxable 1,83( 65 4.7% 2,707 13z 6.57%
Loans (A) (B) 815,29« 31,02¢ 5.0%% 467,01. 17,90( 5.12%
Restricted stock 10,17¢ 13E 1.71% 2,854 69 3.23%
Total interest earning asset: $ 1,511,19' $ 41,94¢ 3.71% $ 622,157 $ 19,18t 4.12%
Interest-bearing liabilities
Interest checkin $ 16,66¢ $ 62 0.5(% $ 17,79C $ 10& 0.79%
Money marke 449,51¢ 4,68( 1.3% 157,73. 2,101 1.78%
Other saving: 12,781 65 0.6&% 10,731 53 0.66%
Certificates of deposit 827,93¢ 11,85:¢ 1.91% 319,93: 4,397 1.84%
Total interest bearing depos 1,306,91. 16,66( 1.7(% 506,19( 6,65¢€ 1.76%
Other borrowings 31,245 381 1.62% 13,73( 32t 3.16%
Total interest-bearing liabilities 1,338,15! 17,041 1.7(% 519,92( 6,981 1.80%
Non-interest-bearing deposits 86,21¢ — — 40,01¢ — —
Total deposits & borrowings $ 1,424,37! 17,041 1.6(% $ 559,93 6,981 1.67%
Net interest earnings (E 24,90 12,20¢
Tax equivalent adjustment 22 45
Net interest earning $ 24,88: $ 12,15¢
Interest spread 2.11% 2.46%
Net interest margin 2.2(% 2.62%
Net interest margin tax equivalent (B) 2.2(% 2.61%

(A) Includes no-accrual loans, the effect of which is to reduceytieéd earned on loans, and deferred loan 1
(B) Full tax equivalent basis, using a 34% statutoxyréde to approximate interest income as a taxaddet

Net interest income was $24.9 million for the nenths ended September 30, 2011 compared to $ifichrfor the same period in 201
an increase of $12.7 million or 104%. Interesbime on loans, investments and interest earningsitspsas $41.9 million for the nine
months ended September 30, 2011 compared to $illichrin the same period of 2010, an increase2#.$ million or 118%. Interest
expense on deposits and borrowed funds was $libmiili the nine months ended September 30, 201lihca@ase of $10 million or 143%,
from $7 million for the same period in 2010. Aage interest earning assets increased $889 mdti@eptember 30, 2011 as the yield on
interest earning assets decreased 41 basis poiBig1% in the nine months ended September 30, 20414.12% for the nine months
ended September 30, 2010.
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Average interest earning assets increased $884i0mio $1.51 billion at September 30, 2011 fro62%.2 million at September 30,

2010. Average interest earning deposits increts8201.0 million or approximately 13.3% of totatérest earning assets at September 30,
2011 compared to 16.04% at September 30, 2010ra@edoans increased $348.3 million from the odgon of $231 million in mortgage
warehouse loans, and the acquisition of $107 milliom the Berkshire Bank acquisition and the Tamtnansaction.

Average interest bearing liabilities increased $818illion to $1.34 billion at September 30, 201kil the interest paid on these liabilities
decreased 10 basis points due to reduced rate®oeynmarket accounts of 39 basis points offset ljgat increase in other interest bearing
accounts. The cost of funds for the interestibgdiabilities decreased 10 basis points to 1.70%he first nine months of 2011 from 1.80%
in the first nine months of 2010 due to the chaingdeposit products and rates of time depositsraodey market accounts.

The key measure of the Bancorp’s net interest ircmnits net interest margin. The Bancorp’s netrigst margin decreased 42 basis points to
2.20% in the nine months ended September 30, 20101 2.62% in the same period of 2010. This deereass primarily attributable to the
higher growth in average deposit balances andrdegiiyields on interest earning assets. Intei@stileg assets increased 143% while interest
bearing deposits increased 158% during the ningmsanded September 30, 2011. In addition, averiadsk on loans and investment

securities (taxable) declined 3 basis points ande@fs points, respectively, during the nine moetided September 30, 2011 compared to
nine months ended September 30, 2010.
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PROVISION FOR LOAN LOSSES

The provision for loan losses was $6.6 milliontloe nine months ended September 30, 2011, a decvé&8 million from $9.6 million in th
same period of 2010. For more information aboatgiovision and allowance for loan and lease loasdghe loss experience see “Credit
Risk” and “Asset Quality” on pages 47 and 48 .

The Bancorp recorded the loans covered under leming agreements (collectively covered loansamtvalue at the time of each acquisition
and no specific allowance for loan losses has b#enated to the covered loans as there has notdigeificant deterioration since the
acquisition dates. The Bancorp evaluated thewaigof the credit (non-accretable) discounts encthvered loans and we determined that
no specific provision for loan losses on the coddoans was required for the nine months endedeSdpdr 30, 2011.

N ON-INTEREST INCOME

The chart below shows the Bancorp’s results invliteous components of non-interest income for the months ended September 30, 2011
and 2010 (in thousands).

Nine months endec
September 30,

2011 2010
Service fee: $ 463 $ 45€
Mortgage warehouse transactional f 3,75¢ 1,48:
Bank owned life insuranc 1,12¢ 17t
Gain on sale of investment securities, 1,41z 1,111
Gain on sale of loar 377 -
Bargain purchase gains on bank acquisit - 40,25¢
Accretion of FDIC loss sharing receival 1,70¢ 14¢
Other 402 197
Total non-interest income $ 9,24¢ $ 43,82t

Non-interest income was $9.2 million for the nine nfenénded September 30, 2011, a decrease of $3idhrfriom $43.8 million for the
nine months ended September 30, 2010. This decieasimarily due to the gains on bank acquisgioh$40.2 million recorded in during
nine months ended September 30, 2010. These ganespartially offset by $3.8 million in mortgage nehouse transaction fees for the nine
months ended September 30, 2011 compared to $lidmim the same period of 2010. AdditionallyetBancorp had adjustments of $1.7
million related to the FDIC loss sharing receivadhlging the nine months of 2011 as a result ofRB&C reimbursable portion of the
provision for loan losses on covered loans.

Service fees were $463,000 for the nine monthsaB8dptember 30, 2011, an increase of $7,000 frensdime period in 2010. The Bancorp
sold $112.7 million and $139.5 million of investmaecurities during the nine months ended Septe®e2011 and 2010, respectively for a
gain of $1.4 million and $1.1 million, respectivelyhe gains in 2010 were primarily due to the safddS agency, municipal and mortgage-
backed securities. The security gains of $1.4oniresulted from the sale of mortgage backed gesi during the nine months ended
September 30, 2011. Bank owned life insurancentecmcreased $953,000 due to an additional purabfg®20 million of BOLI in

December 2010 and $328,000 from the death of adoafiicer of the Bancorp covered under the poici#he merger with BBI also result

in an additional $2.5 million of BOLI during the &wof the third quarter. Other non-interest incanmeased $205,000 in the nine months
ended September 30, 2011.

NON-INTEREST EXPENSE

The Bancorp’s results in the various componentsoofinterest expense for the nine months endece8dyatr 30, 2011 and 2010 are as
follows (in thousands):

Nine months endec
September 30,

2011 2010
Salaries and employee bene $ 11,93C $ 10,77
Occupancy 2,23¢ 1,23¢
Technology, communication and bank operat 2,29¢ 1,75¢
Advertising and promotio 63¢ 567
Professional service 3,78t 1,49:
Merger related expens 53C -
FDIC assessments, taxes, and regulatory 1,59¢ 1,07¢
Loan workout and other real estate ow 1,557 1,174
Other 1,91¢ 60¢

Total other expenses $ 26,49( $ 18,68’
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Non-interest expense was $26.5 million for the ninenthe ended September 30, 2011, an increase ofifilli@ from $18.7 million for the
same period in 2010. Salaries and employee benefitesent the largest component of non-intergerse and were $11.9 million in the
first three quarters of 2011 compared to $10.7ionlin the same period in 2010, an increase of #iliibn. The primary increase was due
to additional full time equivalents and expansidiasiness activities.

Occupancy expense increased $1 million from $11Bamiin the nine month ended September 30, 201¥Pt& million in September 30, 20
largely related to six additional branches to supthe growth of the Bancorp. Technology, commatians and bank operations expense
$2.3 million for the nine months ended SeptembeBQ1, an increase of $540,000 or 30.7% over $lll®n in the same period of 2010
due to the expanded branch network and additioetatark support for the opening of the six new blescand executive offices in
Wyomissing, Pennsylvania. Expenses related to psafaal services increased to $3.8 million in fr& three quarters of 2011 from $1.5
million in the same period of 2010. This increases primarily attributable to legal expenses reldateregulatory filings and ongoing
litigation with a vendor from one of the acquireghks. FDIC assessments, taxes and regulatorynferessed 48.3% or $521,000 to $1.6
million in the first nine months of 2011 from $Infillion in the same period of 2010. Loan workontather real estate owned (OREO)
expenses increased to $1.6 million in the nine moenhded September 30, 2011 from $1.2 million énsidlime period of 2010. Merger costs
related to the BBI acquisition equated to $530,f20@he nine months ended September 30, 2011.

Other expenses increased by $1.3 million to $1IBamiin the nine months ended 2011 from $609,086us the same period ended
2010. This increase was primarily attributabléntreases in director fees, office supplies foratiditional offices and acquired banks,
business development and other miscellaneous egpens

INCOME TAXES

The income tax expense is $299,000 and $930,00béathree and nine months ended September 30, B8sdectively for an effective tax
rate of approximately 27 percent. The income tawision was $4.5 million for the three and nine thsnended September 30, 2010,
respectively. The provision recorded in 2010 reflecprovision net of deferred tax valuation alloa@ previously recorded on the net
deferred tax asset through the second quarteridf.28anagement periodically evaluates its incomeptasition to confirm that there is
sufficient taxable income to absorb losses, ifisight taxable income is not available to absosbttx loss, a valuation allowance may be
required at a future date.
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FINANCIAL CONDITION
GENERAL

The Bancorp’s total assets were $1.86 billion gt&aber 30, 2011, a $488.2 million or 35.5% incecfasm the $1.37 billion at December
31, 2010. The increase in investment securiti@ssdfied as held—to-maturity of $361.3 million wéraded by interest earning deposit
accounts and increased deposit and borrowing fictihe Bancorp’s total liabilities were $1.7 toifi at September 30, 2011, an increase of
$443.7 million or 34.9% from $1.27 billion at Deceen 31, 2010. This increase is related primaalthe increase in money market and

certificates of deposit accounts, and securitiés sder agreements to repurchase, partially offgetccrued interest payable and other
liabilities.

The following table sets forth certain key condehkalance sheet data (dollars in thousands):

September December

30, 31,

2011 2010
Cash and cash equivale $ 52,83 $ 238,72
Total investments securities, availe-for-sale 155,97 205,82¢
Total investments securities, held to matu 361,25¢ -
Loans held for sal 205,02 199,97(
Total loans receivable, not covered under FDIG ksaring agreemer 873,86 514,08
Total loans receivable, covered under FDIC lossieg agreement 140,51: 164,88!
Total loans receivable, net of the allowance éamnl losse 1,000,34 663,84
Interest earning asse 1,767,58. 1,301,96!
Total asset 1,862,61. 1,374,40
Total deposit: 1,581,82! 1,245,691
Total borrowings 123,00( 13,00(
Total liabilities 1,713,001 1,269,26
Total stockholders' equi $ 149,60t $ 105,14¢(

CASH AND CASH EQUIVALENTS

Cash and cash equivalents decreased $185.9 nollidi.9% to $52.8 million at September 30, 2011 parad to $238.7 million at Decemt
31, 2010. Cash and cash equivalents consistedyntdiimterest bearing balances at the Federal Redgank; federal funds sold and vault
cash and cash items in the process of collecfidre decrease is related to the Bancorp’s cash mamag strategy to redeploy the Bancorp’s

interest earning deposits into higher interestiegrassets, including investment securities or lanucts under the current credit policies of
the Bancorp.

INVESTMENT SECURITIES

The Bancorp’s investment securities portfolio israportant source of interest income and liquiditiyconsists of U.S. Treasury, government
agency and mortgage-backed securities (guaraniead hgency of the United States government aneagency not guaranteed), municipal
securities, domestic corporate debt, and assetebasdcurities. In addition to generating revetle Bancorp maintains the investment
portfolio to manage interest rate risk, provideiidity, provide collateral for other borrowings adidersify the credit risk of earning

assets. The portfolio is structured to maximizeimerest income, given changes in the economic@mment, liquidity position and balance
sheet mix.

At September 30, 2011, the Bancorp has investnemntrgies of $156 million classified as availalbde $ale (AFS) and $361.3 million
classified as held-to-maturity. This representdeerease of $48.9 million or 24.2% in the availdblesale classification from $205.8 million
at December 31, 2010. During the first quarte2@f1, the Bancorp purchased $396.8 million of mag#gl-backed securities classified as
held-to-maturity which were valued at $361.2 milliat September 30, 2011.

LOANS

Existing lending relationships are primarily wittnall businesses and individual consumers primamiBucks, Berks, Chester, Montgomery
and Delaware Counties, Pennsylvania; Camden anddvi€ounties, New Jersey; and Westchester Courety, Work and to a lesser extent
the surrounding markets. The loan portfolio isnatily comprised of commercial real estate, comsion and development, and commercial
and industrial loans. In addition, we have a mayggavarehouse product line that provides finanaingnortgage companies from the time of
the home purchase or refinancing of a mortgage flwaugh the sale of the loan by the mortgage waigir into the secondary market either
through a repurchase facility or the purchase efuihderlying mortgages. Loans that are purchasedlassified as held for sale. At
September 30, 2011 and December 31, 2010, mortgagshouse loans held for sale were $205 million%2@D.0 million, respectively.
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Loans not covered under FDIC loss sharing arrangesmggew to $873.9 million at September 30, 20hliparease of $359.8 million or 70%,
from $514.1 million at December 31, 2010. The gfouef the loan portfolio as of September 30, 205k driven by the growth in
commercial real estate in the amount of $86.7 amlbr 59.9% which resulted in part from the BerkstBancorp acquisition as well as
organic growth. In addition, mortgage warehousaIgrowth of $230.6 million contributed to the tdtan growth of $335.4 million.

The composition of net loans receivable at SepterdBe2011 and December 31, 2010 is as followsh@usands):

2011 2010

Constructior $ 42,11¢  $ 50,96+
Commercial real esta 61,27¢ 72,28
Commercial and industrii 11,73 13,15¢
Residential real esta 21,21 23,82
Manufactured housing 4,174 4,662

Total loans receivable covered under FDIC lossishagreements (a) 140,51: 164,88!
Constructior 16,62¢ 13,38’
Commercial real esta 231,59: 144,84¢
Commercial and industrii 54,70¢ 35,94
Mortgage warehous 416,67( 186,11¢
Manufactured housin 102,40« 102,92-
Residential real esta 49,80( 28,96«
Consume 1,69¢ 1,581
Deferred costs (fees), net 36E 327

Total loans receivable not covered under FDIC &b&sing agreements 873,86 514,08
Allowance for loan losses (14,02%) (15,129
Loans receivable, net $ 1,000,34 $ 663,84«
@ Covered loans receivable acquired from the form@AWBank and ISN Bank are covered under FDIC lossish agreements ove

five to ten year period, depending on the typeoahl

The commercial and construction credit loan refetiops are monitored on a periodic basis to evalia cash flows available for the
repayment of loans. Management emphasizes loditygalad close monitoring of potential problem dtedCredit risk identification and
review processes are utilized to assess and mdah#ategree of risk in the loan portfolio. Thedeny and credit administration groups are
charged with reviewing the loan portfolio and idBfing changes in the economy or in a borrowertswinstances which may affect (i) the
borrower’s ability to repay the loan, or (ii) thederlying value of the pledged collateral. As atgage warehouse lender, the Bancorp
provides a form of financing to mortgage bankergbichasing for resale the underlying residentiattgages on a short-term basis under a
master repurchase agreement. The Bancorp is subjée risks associated with such lending, iniclgdbut not limited to, the risks of fraud,
bankruptcy and default of the underlying residdri@rower, any of which could result in credit$es. The mortgage warehouse lending
division monitors these mortgage bankers and tlienlying residential borrowers by obtaining finam@nd other relevant information to
reduce these risks during the lending period. Gavévans are monitored and evaluated in the sameaen#o address the provision of the
sharing arrangements with the FDIC.

As is typical with most community banks, the Bamcbad a high concentration (87.9%) of its totahlpartfolio secured by real estate at
September 30, 2011. Construction and commercibkestate represents 22.2% of the loan portfoliodbijateral type) The Bancorp’s
exposure in construction loans has been graduatiging down and represented 1.9% of the non-coviergal portfolio and 4.8% of the total
loan portfolio at September 30, 2011. It is in te@struction and commercial real estate securetibpasf the loan portfolio that the Bancorp
is experiencing the most difficulty with delinquearid non-accrual loans. Although the Bancorp beldahat it has identified and
appropriately allocated reserves against the sskiethe loans in construction and commercial esshte, the possibility of further
deterioration before the real estate market turosral presents the opportunity for increased afiona of the Allowance for Loan Losses
(ALLL) in that area in the future.

Other than the concentrations already addressedii@house lending, construction and commercialestate, at September 30, 2011, the

Bancorp has no large exposures in other risky imigigssuch as restaurants, home heating oil bussses other industries that are typical
viewed as high risk.
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CREDIT RISK

The Bancorp manages credit risk by maintainingmifieation in its loan portfolio, by establishimgd enforcing rigorous underwriting
standards, by intensive collection efforts and $taklishing and performing periodic loan classtiima reviews by management. Manager
also attempts to anticipate and allow for creditsiby maintaining an adequate allowance for loasds, to which credit losses are charged
when they are identified and to which provisions added when they are anticipated to be incurfde: ALLL is evaluated periodically as
management and the board of directors deem appteptipon the acquisition of the loans from USA IBand ISN Bank in 2010, the
Bancorp implemented a process to evaluate thetagedlity of the loans acquired. This credit eailon process resulted in a nonaccretable
discount for loans where there were credit conctivasthe contractual payments at the acquisitaie dould not be repaid. The
nonaccretable credit discount is evaluated on aejpiyabasis to determine if the credit qualitytbé acquired loans has changed. If
circumstances after the acquisition date causett¢tedeaken, an additional allowance for loan ladisbe provided. As an alternative, if the
credit quality improves over the loan term, the amretable credit discount is reallocated to tlwedable discount and is recorded as interest
income over the remaining life of the loan.

The provision for loan losses was $900,000 and #4dllion for the three months ended September 8@.12and 2010, respectively, and $6.6
million and $9.5 million for the nine months endgeptember 30, 2011 and 2010, respectively. Tavatice for loan losses was $14 million
or 1.61% of total non-covered loans at Septembe2301 and $15.1 million, or 2.94% of total ncovered loans, at December 31, 2010.
charge-offs were $7.7 million for the nine monthsled September 30, 2011, an increase of $2.8 mitlinpared to the $4.9 million for the
nine months ending September 30, 2010. Chargesbf5.1 million taken in the 2nd quarter are fréiwe loan relationships of which four
commercial real estate and one commercial and induwan were charged off after extensive workeffibrts. These loans were reserved
during previous periods and upon further analygsanetermined to be uncollectible in the thirdrtgra

The chart below depicts the Bancorp’s allowancédan losses for the periods indicated.

Nine months ende Year ende(
September 3( December 3!
2011 2010 2010
(dollars in thousand:
Balance, beginning of the peri $ 15,12¢ $ 10,03: $ 10,03:
Provision for loan losse 6,55( 9,547 10,391
Loans charged o (7,752 (4,917 (5,265
Recoverie: 98 4 15
Transfers to reserve for unfunded commitments (a) - (50) (50)
Balance, end of the period $ 14,02t $ 14,62. $ 15,12¢

(a) At September 30, 2010, the Bancorp has a res#r$50,000 for unfunded commitments previoustjuded within the allowance for loan
losses. The reserve for unfunded loan commitmeatsreclassified to other liabilities during 2010.
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ASSET QUALITY
Nonperforming loans and assets not covered unddCHBss sharing agreemer

The tables below set forth non-performing loans @aowkperforming assets not covered under FDIC3bssing agreements and the
corresponding asset quality ratios at Septembe2@01 and December 31, 2010.

September December

30, 31,

2011 2010

(dollars in thousand:
Non-accrual loan: $ 33,74« $ 22,27
Loans 90+ days delinquent still accruing 162 5
Non-performing loan: 33,90% 22,27¢
OREO 7,244 1,90¢
Non-performing assets $ 41,15. $ 24,18¢

Non-accruals remained flat through September 30, 2¢Hen compared to December 31, 2010. Of the tdtarge-offs of $7.8 million for
the nine months ended September 30, 2011, $6.®millere taken during the second quarter of 2011.

September December
30, 31,

(dollars in thousands 2011 2010
Non-accrual no-covered loans to total n-covered loan 3.8t% 4.3%
Non-performing, no-covered loans to total n-covered loan 3.8t% 4.3%
Non-performing, no-covered assets to total r-covered asse 1.9¢% 2.01%
Non-accrual loans and 90+ days delinquent to tota-covered asse 1.9%% 1.85%
Allowance for loan losses t:

Total nor-covered loan 1.61% 2.94%

Non-performing, no-covered loan 41.3% 68.0(%

Non-performing, no-covered asse 69.01% 62.6%

The Bancorp seeks to manage its credit risk thrabgldiversification of the loan portfolio and thpplication of policies and procedures
designed to foster sound credit standards and orargtpractices. While various degrees of credk are associated with substantially all
investing activities, the lending function carrtee greatest degree of potential loss.

Nonperforming loans and assets covered under FO#S sharing agreemer

The tables below set forth non-accrual loans amdperforming assets covered under FDIC loss shagngements at September 30, 2011
and December 31, 2010 (dollars in thousands):

September December

30, 31,
2011 2010
Non-accrual loan: $ 43,35¢ $ 43,45¢
Loans 90+ days delinquent still accruing 367 —
Non-performing loan: 43,72t 43,45
OREO 4,88: 5,34z
Non-performing assets $ 48,60¢ $ 48,79¢
Covered non-accrual loans remained relativelydiaing the nine months ended September 30, 2011.
September December
30, 31,
(dollars in thousands 2011 2010
Non-accrual covered loans to total covered Ic 30.8t% 26.3"%
Non-performing, covered loans to total covered lc 31.12% 26.35%
Non-performing, covered assets to total covered a 34.5% 29.5%
Non-accrual loans and 90+ days delinquent to total mal/asset 31.12% 26.35%
Allowance for loan losses t:
Total covered loan 9.98% 9.1&%
Non-performing, covered loar 32.01% 34.82%

Non-performing, covered asse 28.8% 31.0(%
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FDIC LOSS SHARING RECEIVABLE

As of September 30, 2011, 14% of the outstandiimgjpral balance of loans receivable and 40% ofrotbal estate assets were covered undel
loss sharing agreements with the FDIC in whichRB¢C has agreed to reimburse us for 80% of alldesscurred in connection with those
assets. We estimated the FDIC reimbursement titlaesult from losses or expenses incurred as ispase of covered loans and other real
estate assets, and we recorded the estimate esizatgle from the FDIC. The FDIC loss sharing regigle was approximately $11.9 million

at September 30, 2011. Realized losses in exéegsjoisition date estimates will result in an #&se in the FDIC receivable for loss sharing
agreements. Conversely, if realized losses asethes acquisition date estimates, the FDIC loasirsp receivable will be reduced. The
discount on the FDIC receivable is accreted intoimerest income using the level yield method dkierestimated life of the receivable,
including estimates of the timing of cash flow rigte and the disposition of non-performing assets.

PREMISES AND EQUIPMENT AND OTHER ASSETS

The Bancorp’s premises and equipment, net of aclatadidepreciation, was $8.8 million and $4.7 miilat September 30, 2011 and
December 31, 2010, respectively.

At September 30, 2011, the Bancorp had sixteeretate properties totaling $4.9 million coveredemloss sharing arrangements with the
FDIC and twenty-nine properties totaling $7.2 mifliacquired through the foreclosure of non-covéoeads.

Other assets increased $11.2 million to $22.9 onilat September 30, 2011 from $11.7 million at Dewer 31, 2010. The Bancorp’s
restricted stock holdings at September 30, 20110mwtmber 31, 2010 were $14.7 million and $4.2iom|lrespectively. These consist of
stock of the Federal Reserve Bank, the Federal Hayaa Bank of Pittsburgh, and Atlantic Central BarkBank, and are required as part of
the relationship with these banks. Goodwill frdre merger of BBI was $2.5 million as of Septemh&r2p11.

DEPOSITS

The Bancorp offers a variety of deposit accoumtslpiding checking, savings, money market and tiegodits. Deposits are obtained
primarily from the Bancorp’s service area. Totapdsits grew to $1.58 billion at September 30, 20drh $1.25 billion at December 31,
2010, an increase of $336.1 million. As a resulinafketing and pricing strategies instituted in@he increase in deposit balances is from
retail money market accounts of $260.1 million asi@il time deposits of $40.5 million, offset bylecrease in brokered deposit balances of
$46.0 million.

The components of deposits were as follows (in $hods):

September December

30, 2011 31, 2010
Demand, no-interest bearin $ 110,76: $ 72,26¢
Demand, interest bearit 647,06" 387,01
Savings 14,75 17,64¢
Time, $100,000 and ov 466,00! 434,45;
Time, other 343,24( 334,30’
Total deposits $ 1,581,820 $ 1,245,69

CAPITAL ADEQUACY

Stockholders’ equity increased to $149.7 millioiSaptember 30, 2011 from $105.1 million at Decendier2010, a $44.6 million increase.
During the first quarter of 2011, the Bancorp rdiapproximately $15.5 million through the issuanté,388,753 total shares, which
included 1,031,527 shares of common stock and 26%Rares of Class B Non-Voting Common Stock ahaarage price of $11.61 per
share. During the third quarter of 2011, the Bapcaised $13 million through the issuance of 988,8hares. As a result of the merger on
September 17, 2011 with BBI, 663,990 shares of comstock were issued.
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The Bancorp and the Bank are subject to variouslaggyy capital requirements that are monitoreddaleral banking agencies. Failure to
meet minimum capital requirements can lead to sig@ty actions by regulators; any supervisory actiould have a direct material effect on
the Bancorp’s financial statements. Managemengebes that as of June 30, 2011 the Bancorp andahk Bet all capital adequacy
requirements to which they are subject.

The capital ratios for the Bank and Bancorp at &aper 30, 2011 are as follows:

Tier 1 Capital Tier 1 Capital Total Capital
to Total Average to Risk-Weighted to Risk-Weighted
Assets Ratio Assets Ratio Assets Ratio
Capital Ratios: September 30, 2011 September 30, 2011 September 30, 2011
Customers Ban 8.1% 12.2% 13.6%
Customers Bancorp, In 8.9% 13.4% 14.8%
“Well capitalize(” institution under applicable regulatio 5.00% 6.00% 10.00%

LIQUIDITY AND CAPITAL RESOURCES

Liquidity for a financial institution is a measuréthat institution’s ability to meet depositor®eds for funds, to satisfy or fund loan
commitments, and for other operating purposes.uiimg adequate liquidity is an objective of the dtgsiability Management process. The
Bancorp coordinates its management of liquidityhvitis interest rate sensitivity and capital positidrhe Bancorp’s policy is to maintain a
strong liquidity position.

The Bancorp’s investment portfolio provides per@dash flows through regular maturities and amatitin, and can be used as collateral to
secure additional liquidity funding. The Bancorpiincipal sources of funds are shareholder capggosits, debt issuance, principal and
interest payments on loans, and other funds froematjpns.

The Bancorp’s operating activities used $991,000ash flows for the nine months ended Septembe2@®DL. Investing activities used
$521.9 million for the nine months ended Septen3fe2011, primarily for the purchase of heldrt@turity investment securities and fund
of the Bancorp’s new loan activity as well as tlhecghase of $13 million of loans from Tammac. Fitiag activities provided $337.1 million
for the nine months ended September 30, 2011 fhenincrease of deposit activity of approximatelft43 million and the completion of
common stock offerings with net proceeds of apprately $13 million.

Overall, based on the Bancorp’s core deposit badeawailable sources of borrowed funds, managebwigves that Customers Bank has
adequate resources to meet its short-term andtemgeash requirements within the foreseeable éutur

OTHER INFORMATION
Downgrade of the U.S. Government and Federal Ageres

On August 5, 2011, Standard & Poor’s rating agdawaered the long-term rating of the U.S. governneerd federal agencies, including the
FHLB, from AAA to AA+. With regard to this actiorthe federal banking agencies issued a joint pedease providing the following
guidance to banking organizations: for risk-basauital purposes, the risk weights for Treasury sgea and other securities issued or
guaranteed by the U.S. government, government &g rad government-sponsored entities will nohgeaThe treatment of Treasury
securities and other securities issued or guardrig¢he U.S. government, government agenciesgamdrnment-sponsored entities under
other federal banking agency regulations, inclugiogexample, the Federal Reserve Board’'s Reguidd, will also be unaffected. At this
time it is not possible to predict the various iroisaif any, that the downgrade may have on thecBigmand the Bank.

Regulatory Matters and Pending Legislation

The Bancorp is not aware of any other current $igagicommendations by regulatory authorities apased legislation which, if
implemented, would have a material adverse effgpohuhe liquidity, capital resources, or result®pérations, however the general cost of
compliance with numerous and multiple federal aatkdaws and regulations does have, and in theduhay have, an impact on the Ban
results of operations. The Dodd-Frank Act expahddase for FDIC insurance assessments, requirdiigassessments be based on the
average consolidated total assets less tangibleyergpital of a financial institution. On Februafy2011, the FDIC approved a final rule to
implement the foregoing provision of the Dodd-Fraxdt and to make other changes to the deposit amagr assessment system applicable to
insured depository institutions with over $10 lifliin assets. Among other things, the final ruimielates risk categories and the use of long-
term debt issuer ratings in calculating risk-baassessments, and instead implements a scorecdrddanedombining CAMELS ratings and
certain forward-looking financial measures to asdbs risk an institution poses to the Depositiasae Fund. The final rule also revises the
assessment rate schedule for large institutionshayidy complex institutions to provide assessmeatging from 2.5 to 45 basis points.
Except as specifically provided, the final rulekadfect for the quarter beginning April 1, 201hdds reflected in the September 30, 2011
fund balance and was reflected in the invoicesifsessments due September 30, 2011. This shis@ssment basis should benefit
community banks by placing more of the burden anléinge, multi-national banks, which, until now,re@nly assessed on their domestic
deposit base.

Effects of Inflation



Inflation has some impact on the Bancorp’s opegatiosts. Unlike many industrial companies, howesebstantially all of the Bancorp’s
assets and liabilities are monetary in nature. Aesalt, interest rates have a more significantiotjon the Bancorp’s performance than the
general level of inflation. Over short periodgiafe, interest rates may not necessarily moveenstime direction or in the same magnituc
prices of goods and services.

Effect of Government Monetary Policies

The earnings of the Bancorp are and will be affitbie domestic economic conditions and the monetadyfiscal policies of the United Sta
government and its agencies. An important functibthe Federal Reserve Board is to regulate theemsnpply and interest rates. Among
instruments used to implement those objective®pes market operations in United States governseaurities and changes in reserve
requirements against member bank deposits. Thegeanments are used in varying combinations to érflee overall growth and distribution
of bank loans, investments, and deposits, and tiseirmay also affect rates charged on loans orfpaikposits.
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ltem 3. Quantitative and Qualitative Disclosures Aout Market Risk

At September 30, 2011, there have been no matdrgaiges in risk factors for Customers Bank frons¢hdisclosed undeQUANTITATIVE
AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK - INEEREST RATE SENSITIVITY” included within the Bancdsdfinal
prospectus dated and filed with the SEC on Aug@sP011 and as part of the Registration Statement .

Item 4. Controls and Procedures

As of the end of the period covered by this repbe,Bancorp carried out an evaluation, under tipesvision and with the participation of t
Bancorp’s management, including the Bancorp’s Chiefcutive Officer and Chief Financial Officer, tbe effectiveness of the design and
operation of the Bancorp’s disclosure controls pratedures as defined in the Exchange Act Rulesl588) and 15d-15(e). Based upon the
evaluation, the Chief Executive Officer and Chiafdncial Officer concluded that the Bancorp’s discire controls and procedures are
effective.

This Quarterly Report on Form 10-Q does not incladée the Bancorp has not previously performed ovided a report of management'’s
assessment regarding internal control over findmefgorting due to a transition period establishgdules of the Securities and Exchange
Commission for new public companies. Under thesaliethe SEC, management’s first assessment reggirttiernal control over financial
reporting will be included in its Annual Report Borm 10-K for the year ended December 31, 2012.
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Part Il. OTHER INFORMATION
Item 1. Legal Proceedjs

Although from time to time, the Bancorp is involviedvarious legal proceedings in the normal cowfdausiness, other than as described
below, there are no material legal proceedingshizhvit is a party or to which its property is sedj

On November 15, 2010, the Bank filed suit agains®Solutions, Inc. (“OSI”) in the United Statestict Court for the Eastern District of
Pennsylvania, seeking damages for failure to assthe conversion of system and customer inforomagissociated with the former USA
Bank and requesting injunctive relief to compel @5assist with the deconversion of the former UEk's systems. OSI filed
counterclaims against the Bank on November 24, 284€erting claims for breach of contract and bredicettlement agreement. In support
of its breach of contract claim, OSI alleged tina&t Bank "assumed" the former-USA Bank agreemertssanound by those agreements. OSI
claimed that it has sustained damages in excebs wfillion. The Bank disputed that it has any lidpito OSI. Prior to trial, OSI dismissed
with prejudice its settlement agreement claim.alfwias held on February 24, 2011. On March 7, 201l Court ruled against the Bank and
in favor of OSI as follows: judgment was enterediagt the Bank on OSlI's claim that the agreemegtisden OSI and USA Bank were
assumed by the Bank and judgment was entered agfanBank on its claims against OSI; judgment eered for OSI on its breach of
contract claim under one agreement, in the amoupt @4 thousand; the Court found there was no bre&the second agreement by the
Bank and no proof of damages. OSI filed a motmmpliyment of legal fees and costs associatedthathitigation, which are estimated to be
around $205,000. The Bank filed a motion with Ehstrict Court to vacate the judgment and to eptdgment in favor of the Bank on OSl's
counterclaim. In addition, the FDIC filed a motitmintervene in the litigation, and has also sdutigmissal of OSI's counterclaims on
jurisdictional grounds. On May 3, 2011, the Carented the FDIC's motion to intervene, and dickthat OSI respond to the motion
dismiss the counterclaim. On August 9, 2011, theri@t Court granted the FDIC's motion to dismassl vacated the judgment entered
against the Bank. The Court denied the Bank' p@dtmotion as moot because of the Court's vaaaittine judgment. On September 2,
2011, OsSil filed a notice of appeal to the Uniteat& Court of Appeals for the Third Circuit, in whiOSI appeals from the Court’s August 9,
2011 Order granting the FDIC’s motion to dismi3$ie Third Circuit has not yet set a schedule faeflimg or argument.

ltem 1A. Risk Factors

In addition to the other information set forth beland elsewhere in this Quarterly Report, you sthaakefully consider the factors discussed
“Risk Factors” included within the final prospectasted and filed with the SEC on August 12, 201deurRule 424(b)(3) and as part of the
Registration Statement. The risks described irpthspectus are not the only risks facing us. Adddl risks and uncertainties not currently
known to us or that we currently deem to be imnialtatso may materially adversely affect our bus&dinancial condition and/or operating
results. There have been no material changes iriskufactors from those disclosed in the prospeotfierred to above.

Downgrades in U.S. Government and federal agenoyriiees could adversely affect the Bancorp andBhak

The full impact of the recent downgrade of the WG8vernment and federal agencies from an AAA té\Ar credit rating is currently
unknown. However, in addition to causing econonnid financial market disruptions, the recent dowdgrand any future downgrades
and/or failures to raise the U.S. debt limit if essary in the future, could, among other thingsenly adversely affect the market value of
the U.S. and other government and governmentalcggeeturities that we hold, the availability of $kecsecurities as collateral for borrowing,
and our ability to access capital markets on favlereerms, as well as have other material advdfsete on the operation of our business and
our financial results and condition. In particulGould increase interest rates and disrupt payregstems, money markets, and long-term or
short-term fixed income markets, adversely affegtie cost and availability of funding, which coulegatively affect profitability. Also, the
adverse consequences as a result of the downgrattkextend to the borrowers of the loans the Baakes and, as a result, could adversely
affect its borrowers’ ability to repay their loans.

Item 2. Unregistered Ba of Equity Securities and Use of Proceeds

On September 30, 2011, the Bancorp issued 419(trés of Common Stock, par value $1.00 per shate565,848, shares of Class B Non-
Voting Common Stock, par value $1.00 per sharddctively, the “Purchased Shares”), each at a @selprice of $13.20 per share, for an
aggregate purchase price of approximately $13anilli

The Purchased Shares were issued pursuant to axpgae from securities registration afforded by 8et4(2) of the Securities Act of 1933,
as amended (the “Securities Act”). The offer arld sgere made directly to one individual who quasfias an accredited investor under Rule
501 of Regulation D promulgated under the Secugritiet, and no advertising or general solicitaticasvemployed. The Purchased Shares
were not registered under the Securities Act, aay not be offered or sold in the United States atagistration under the Securities Act or
an applicable exemption from the registration regmients of the Securities Act.
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Item 3.

None.

Iltem 4.

Iltem 5.

None.

Defaults UporeS8ior Securities

(Removed and s&ved)

Other Informatin
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Iltem 6.

Exhibit
No.

2.1

2.2

3.1

3.2

3.3

3.4

3.5

4.1

4.2

4.3

4.4

10.1

10.2

31.1

Exhibits
Description
Plan of Merger and Reorganization, effective Septemi7, 2011, by and among Customers Bancorp, Qustomers Bank al
New Century Interim Bank, incorporated by referete&xhibit 2.1 to the Banca’s Form 8K filed with the SEC on Septemt
22, 2011
Amendment to Agreement and Plan of Merger, datedfaSeptember 16, 2011, by and among Customers dgan¢nc.
Customers Bank, Berkshire Bancorp, Inc. and BerksBank, incorporated by reference to Exhibit 2.2he Bancorp’s Form 8-

K filed with the SEC on September 22, 2(

Articles of Incorporation of Customers Bancdne., incorporated by reference to Exhibit 3.1hHe Bancorp’s Form $-filed with
the SEC on April 22, 201

Articles of Amendment to the Articles of Incorpacat of Customers Bancorp, Inc., incorporated bgmefice to Exhibit 3.2 to t
Bancorf's Form -1/A filed with the SEC on January 13, 2C

Certificate of Designations relating to CuséosiBancorp, Incs' Fixed Rate Cumulative Perpetual Preferred StSekies A
incorporated by reference to Exhibit 4.1 to the &ap's Form K filed with the SEC on September 22, 2(

Certificate of Designations relating to CustssnBancorp, Incs' Fixed Rate Cumulative Perpetual Preferred St8ekies E
incorporated by reference to Exhibit 4.2 to the &ap's Form K filed with the SEC on September 22, 2(

Bylaws of Customers Bancorp, Inc., incorpatdig reference to Exhibit 3.2 to the Bancorp’s F&@h filed with the SEC on Api
22, 201C

Certificate of Designations relating to CustosnBancorp, Incs' Fixed Rate Cumulative Perpetual Preferred St8ekies A
incorporated by reference to Exhibit 4.1 to the &ap's Form K filed with the SEC on September 22, 2(

Certificate of Designations relating to CustmsnBancorp, Incs Fixed Rate Cumulative Perpetual Preferred StS8ekies E
incorporated by reference to Exhibit 4.2 to the &ap's Form K filed with the SEC on September 22, 2(

Form of Share Certificate relating to Cust@nBancorp, Incs Fixed Rate Cumulative Perpetual Preferred St8ekies E
incorporated by reference to Exhibit 4.3 to the &ap's Form K filed with the SEC on September 22, 2(

Form of Share Certificate relating to CustasmBancorp, Incs Fixed Rate Cumulative Perpetual Preferred St8ekies A
incorporated by reference to Exhibit 4.4 to the &ap's Form K filed with the SEC on September 22, 2(

TARP Letter Agreement, dated as of September 1861 20y and among Customers Bancorp, Inc., Berk®amcorp, Inc. ar
Treasury, incorporated by reference to Exhibit 16.the Bancor's Form K filed with the SEC on September 22, 2(

ARRA Letter Agreement, dated as of September 1612by and among Customers Bancorp, Inc. and Trgasicorporated k
reference to Exhibit 10.2 to the Banc’s Form &K filed with the SEC on September 22, 2(

Certification of the Chief Executive Officer Pursiiado Exchange Act Rule 1-14(a) or Rule 15-14(a)
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31.2

32.1

32.2

101

Certification of the Chief Financial Officer Pursido Exchange Act Rule 1-14(a) or Rule 15-14(a)

Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as Adopted PursueSettion 906 of the
Sarbane-Oxley Act of 200z

Certification of the Chief Financial Officer Pursido 18 U.S.C. Section 1350, as Adopted PursuaSettion 906 of the
Sarbane-Oxley Act of 200z

Interactive Data Files regarding (a) the BapsoBalance Sheets as of September 30, 2011 and Decest, 2010, (b) tt
Bancorp’s Statements of Operations for the Thred Mime Months Ended September 30, 2011 and 20)0théc Bancorpe
Statements of Cash Flows for the Nine Months En8egtember 30, 2011 and 2010 and (d) the Notes ¢b Binancie
Statements
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SIGNATURES

Pursuant to the requirements of the Section 15€)1of the Securities Exchange Act of 1934, thggsteant has duly caused this
report to be signed on its behalf by the undersigtieereunto duly authorized.

Customers Bancorp, Inc.

November 14, 201 By: /s/ Jay S. Sidh

Name: Jay Sidh
Title: Chairman and Chief Executive Offic

Customers Bancorp, Inc.

November 14, 201 By: /s/ Thomas R. Bruggt

Name: Thomas R. Brugg
Title: Chief Financial Officer and Treasul
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EXHIBIT INDEX
Exhibit Description
No.
31.1 Certification of the Chief Executive Officer Pursiido Exchange Act Rule 1-14(a) or Rule 15-14(a)
31.2 Certification of the Chief Financial Officer Pursido Exchange Act Rule 1-14(a) or Rule 15-14(a)

32.1 Certification of the Chief Executive Officer Pursiiao 18 U.S.C. Section 1350, as Adopted PursueSettion 906 of the
Sarbane-Oxley Act of 200z

32.2 Certification of the Chief Financial Officer Pursiido 18 U.S.C. Section 1350, as Adopted Pursua8ettion 906 of the
Sarbane-Oxley Act of 200z

101 Interactive Data Files regarding (a) the BapsoBalance Sheets as of September 30, 2011 and Dbecedt, 2010, (b) tt

Bancorp’s Statements of Operations for the Thred ldime Months Ended September 30, 2011 and 20)0thé& Bancorpe
Statements of Cash Flows for the Nine Months Erkgatember 30, 2011 and 2010 and (d) the NotesctoRnancial Statemen

57




Exhibit 31.1
CERTIFICATIONS

[, Jay Sidhu, certify that:

1. | have reviewed this quarterly report on Forn-Q of Customers Bancorp, Ini

2. Based on my knowledge, this report does aontain any untrue statement of a material factroit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

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

4. The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entitiastigularly during the period in which this rep@tbeing preparec

b)  designed such internal control over finanglorting, or caused such internal control oveariicial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) evaluated the effectiveness of the regissatisclosure controls and procedures and presemtiails report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

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

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions!

a) all significant deficiencies and material Weasses in the design or operation of internalrobot/er financial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) any fraud, whether or not material, that iires management or other employees who have disattirole in the
registran’'s internal control over financial reportir

Date: November 14, 2011 /s/ Jay S. Sidht
Jay Sidhu, Chairman and Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS

I, Thomas Brugger, certify that:
1. | have reviewed this quarterly report on Forn-Q of Customers Bancorp, Ini

2. Based on my knowledge, this report does aotain any untrue statement of a material factnoit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

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

4, The registrant’s other certifying officer anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this rep@teing preparec

b)  designed such internal control over finanglorting, or caused such internal control oveairiicial reporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) evaluated the effectiveness of the regissatisclosure controls and procedures and presemtiails report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

d) disclosed in this report any change in thigsteant’s internal control over financial repodithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrales financial reporting;
and

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) all significant deficiencies and material Weasses in the design or operation of internalrobot/er financial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) any fraud, whether or not material, that iires management or other employees who have disattirole in the
registran’'s internal control over financial reportir

Date: November 14, 2011 /s/  Thomas R. Brugge!
Thomas Brugger, Chief Financial Officer and Treasuer




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 CustomBancorp, Inc. (the “Corporation”) on Form 10-@ floe period ending September 30,
2011, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, Jadh8, Chairman and Chief Executive
Officer of the Corporation, certify, pursuant to W85.C. §1350, as adopted pursuant to §906 of dinleaBes-Oxley Act of 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 ExgfeaAct of 1934; and

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

Date: November 14, 2011 /sl Jay Sidhu
Jay Sidhu, Chairman and Chief Executive Officer




Exhibit 32.2

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

In connection with the quarterly report of CustomBancorp, Inc. (the “Corporation”) on Form 10-@ floe period ending September 30,
2011, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, TherBaugger, Chief Financial Officer and
Treasurer of the Corporation, certify, pursuant&U.S.C. 81350, as adopted pursuant to 8906 dddneanes-Oxley Act of 2002, that to the
best of my knowledge and belief:

(1) The Report fully complies with the requireneaof section 13(a) or 15(d) of the Securities ExgjeaAct of 1934; and

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

Date: November 14, 2011 /s/  Thomas R. Brugge!
Thomas Brugger, Chief Financial Officer and Treasuer




