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FORWARD-LOOKING STATEMENTS

Customers Bancorp, Inc. (“the Bancorp”), may fromet to time make written or oral “forward-lookintgagements,” including statements
contained in the Bancorp’s filings with the Sedastand Exchange Commission (including this AniRegport on Form 10-K and the exhibits
hereto and thereto), in our reports to shareholaedsin other communications by Customers Banaghjch are made in good faith by
Customers Bancorp pursuant to the “safe harbonigians of the Private Securities Litigation Refofiot of 1995.

These forward-looking statements include statemeitksrespect to Customers Bancorp’s beliefs, plabgectives, goals, expectations,
anticipations, estimates and intentions, that abgest to significant risk and uncertainties, angl subject to change based on various factors
(some of which are beyond Customers Bancorp’s ohnirhe words “believes,” “expects,” “may,” “will,'should,” “plans,” “intends,” or
“anticipates” or the negative thereof or comparabéteninology, or discussions of strategy that imealisks and uncertainties, identify forward-
looking statements which generally are not hisdriic nature. These forward-looking statementsoatg predictions and estimates regarding
future events and circumstances and involve knavehusknown risks, uncertainties and other faciaduding the risks described under “Risk
Factors” that may cause actual results, levelsfity, performance or achievements to be matigridifferent from any future results, levels of
activity, performance or achievements expresseachplied by such forward-looking statements. Thi®imation is based on various
assumptions that may not prove to be correct.

In addition to the risks described in the “Risk teag”’ section of this Form 10-K, important factéesconsider and evaluate in such forward-
looking statements include:
. Changes in the external competitive market fadtmas might impact results of operatiol

. Changes in laws and regulations, including witHouoitation changes in capital requirements underféderal prompt corrective acti
regulations

. Changes in business strategy or an inability teeteestrategy due to the occurrence of unantiaipatents

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

. Failure to complete any or all of the transactidaescribed herein on the terms currently contemgi

. Local, regional and national economic conditiond aments and the impact they may have on CustoB@rsorp and its custome
. Ability to attract deposits and other sources gdiilility;

. Changes in the financial performance and/or camitif Customers Bar's borrowers

. Changes in the level of n-performing and classified assets and ct-offs;

. Changes in estimates of future loan loss reseygnaments based upon the periodic review theredéurelevant regulatory ai
accounting requirement

. Changes in capital structure resulting from futtapital offerings or acquisition
. Inflation, interest rate, securities market and etary fluctuations

. Timely development and acceptance of new bankindumts and services and perceived overall valdleesfe products and services
users;

. Changes in consumer spending, borrowing and sdabds;

. Technological change

. Ability to increase market share and control expsr

. Volatility in the credit and equity markets andéffect on the general econon
. Changes due to capital requirements under Bast

. Effect of changes in accounting policies and pcasti as may be adopted by the regulatory agercesell as the Public Compa
Accounting Oversight Board, the Financial Accougt8tandards Board and other accounting standaets

. Ability to integrate contemplated and future acdign targets may be unsuccessful, or may be miffiewdt, time-consuming or costl
than expected; ar

. Material differences in the actual financial reswlf merger and acquisition activities comparedhwitpectations

These forward-looking statements are subject toifiignt uncertainties and contingencies, many loicv are beyond the control of Customers
Bancorp. Although the expectations reflected inftmevard-looking statements are currently belieteede reasonable, future results, levels of
activity, performance or achievements cannot beagueed. Accordingly, there can be no assuranteattaal results will meet expectations or
will not be materially lower than the results canf#ated in this document and the attachments heYetn are cautioned not to place undue
reliance on these forward-looking statements, whmak only as of the date of this
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document or, in the case of documents referretthéodlates of those documents. Neither CustomersdBamor the Bank undertakes any
obligation to release publicly or otherwise provédey revisions to these forward-looking statemémteflect events or circumstances after the
date of this report or to reflect the occurrencermdnticipated events, except as may be requirédriapplicable law.

CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
PART |
Item 1. Business

Unless stated otherwise or the context otherwigeires, references in this Form 10-K to “Custonigaacorp” or the “Bancorp” refer to
Customers Bancorp, Inc., a Pennsylvania corporatimhits consolidated subsidiaries for all period®r after September 17, 2011 and
Customers Bank for all periods before SeptembeRQ¥1. References in this Form 10-K to “CustomeaslB or the “Bank” refer to Customers
Bank, a Pennsylvania state-chartered bank and yvbalhed subsidiary of Customers Bancorp. All stzaré per share information has been
retrospectively restated to reflect the Reorgaitnaas defined below), including the one-for-thoeasideration (i.e., each three shares of
Customers Bank was exchanged for one share of @estdBancorp) used in the reorganization.

Business Summary

Customers Bancorp, through its wholly owned subsydCustomers Bank, provides financial productsserdices to small businesses, not-for-
profits, and consumers through its branches aridesfin Southeastern Pennsylvania (Bucks, Berkaesteh Delaware and Philadelphia
Counties), Rye and New York, New York (Westcheated New York Counties), Hamilton, New Jersey (MefCeunty), Providence, Rhode
Island (Providence County) and Boston, Massachuégttffolk County). Customers Bank also providqaillity to the mortgage market
nationwide through the operation of its loans tatgege banking companies business. At Decembet@®1, Customers Bancorp had total
assets of $4.2 billion, including net loans (inéhgdheld-for-sale loans) of $3.2 billion, total dsts of $3.0 billion, and shareholders’ equity of
$0.4 billion.

Customers Bancorp’s strategic plan is to beconeadihg regional bank holding company through orggrowth and value-added acquisitions.
Customers Bancorp differentiates itself from itenpetitors through its focus on exceptional custoseevice supported by state of the art
technology. The primary customers of Customers Baskprivately held businesses, consumers, prof@sistustomers, and not-for-profits.
Customers Bank also focuses on certain low-costrisk specialty lending areas such as multi-fafotynmercial real estate lending and
lending to mortgage banking businesses. The Bdektding activities are funded by deposits fronbitanch model, which seeks higher deposit
levels per branch than a typical bank, combined @iver branch operating expenses, without sasrdiexceptional customer service.
Customers Bancorp also creates franchise valuaghrits disciplined approach to acquisitions, botterms of identifying targets and
structuring transactions. Superior enterprise mskagement is an important part of the strategissoters Bancorp initiates.

The management team of Customers Bancorp consisiperienced banking executives led by its Chairiauad Chief Executive Officer, Jay
Sidhu, who joined Customers Bank in June 2009.9ithu brings 39 years of banking experience, inoly@0 years as the Chief Executive
Officer and Chairman of Sovereign Bancorp. In daddito Mr. Sidhu, many of the members of the curreanagement team have experience
working together at Sovereign with Mr. Sidhu. Maothier team members joining the Customers manageteemthave significant experience
helping build and lead other banking organizati@mmbined, the Customers management team hasisigmiéxperience in building a banking
organization, completing and integrating mergexs aequisitions, and developing valuable communiiy lbusiness relationships in its core
markets.

Background and History

Customers Bancorp was incorporated in Pennsyhiamgril 2010 to facilitate a reorganization intdank holding company structure pursuant
to which Customers Bank became a wholly owned dlidrgi of Customers Bancorp (the “Reorganizationi)September 17, 2011. Pursuant to
the Reorganization, all of the issued and outstandhares of Voting Common Stock and Class B NotingaCommon Stock of Customers
Bank were exchanged on a one-for-three basis fmestof Voting Common Stock and Class B Non-Vo@ugnmon Stock, respectively, of
Customers Bancorp. Customers Bancorp’s corporateduarters are located at 1015 Penn Avenue, Wymgj$3ennsylvania 19610. The main
telephone number is (610) 933-2000.

The deposits of Customers Bank, which was chartesedew Century Bank in 1994, are insured by thiefa Deposit Insurance Corporation.
Customers Bank’s home office is located at 99 BriBtreet, Phoenixville, Pennsylvania 19460. Thenrtedephone number is (610) 933-2000.
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Executive Summary
Customers Bancorp’s Markets
Market Criteria

Customers Bancorp looks to grow organically as agllhrough selective acquisitions in its curremt prospective markets. Customers Bancorp
believes that there is significant opportunity tshbenhance its presence in its current marketeatet new complementary markets that me
objectives. Customers Bancorp focuses on markatstthelieves are characterized by some or ahefollowing:

* Population density

» Concentration of business activi

» Attractive deposit base

» Large market share held by large bar

* Advantageous competitive landscape that providesmpnity to achieve meaningful market presel
» Lack of consolidation in the banking sector andegponding opportunities for e-on transactions

» Potential for economic growth over tirr

* Management experience in the applicable mar

Current Markets

Customers Bancorp’s target market is broadly ddfemeextending from the greater Washington, D.€a & Boston, Massachusetts roughly
following Interstate 95. As of December 31, 201® Company had bank branches or loan productiacesf{“LPOs”) in the following cities:

Markei Offices Type
Berks County, PA, D.C 4 Branct
Boston, Massachuse 1 LPC
Mercer County, N. 1 Branct
New York, NY 1 LPC

8

1

1

1

Philadelphi-Camder-Wilmington, PA, NJ, DE Branch/LP(
Providence, R LPC
Washington D.C LPC
Westchester County, N Branch/LP(

Customers Bancorp believes its target market lgtgyhattractive demographic, economic and competitiynamics that are consistent with its
objectives and favorable to executing its organamgh and acquisition strategies. Subsequent teDéer 31, 2013, Customers closed its
Washington, D.C. LPO.

Prospective Market

The organic growth strategy of Customers Bancocpges on expanding market share in its existingcantiguous markets by generating
deposits, loan and fee based services throughtbigth personalized service supported by stateechthtechnology for the Bank’s commercial,
consumer, not-for-profit, and specialized lendirgrkets. The acquisition strategy of Customers Bgmbas traditionally focused on
undervalued and troubled community banks in Penagyd, New Jersey, New York, Maryland, Virginia aselw England, where such
acquisitions further the Bancorp’s objectives areknhits critical success factors. As Customers Bgmnevaluates potential acquisition
opportunities, it believes there are many bankirsgitutions that continue to face credit challengegpital constraints and liquidity issues and
lack the scale and management expertise to mahagedreasing regulatory burden.

Competitive Strengths

. Experienced and respected management tAn integral element of the business strategy ot@uers Bancorp is t
capitalize on and leverage the prior experiendesafxecutive management team. The managementisdachby Chairman
and Chief Executive Officer, Jay Sidhu, who is fillener Chief Executive Officer and Chairman of Seign Bancorp. In
addition to Mr. Sidhu, many of the members of therent management team of Customers Bancorp hgegierce working
together at Sovereign with Mr. Sidhu, including iiod Ehst, President and Chief Operating OfficeCa$tomers Bank and
Warren Taylor, President of Community Banking farstmers Bank. During their tenure at Sovereigesetindividuals
established a track record of producing strongnfine results, integrating acquisitions, managisg, working with regulatol
and achieving organ
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growth and expense control. In addition, the redidélending group, which includes mortgage loemmdividuals anc
commercial loans (warehouse facilities) to resi@gmbortgage originators, is led by Glenn Heddepwhings more than 23
years of experience in this sector. This team hgsficant experience in successfully building akiag organization as we
as existing valuable community and business relakigps in our core marke!

. Unique Asset and Deposit Generation Strate(Customers Bancorfocuses on local market lending combined with retdy
low-risk specialty lending segments. Local marlssted generation provides various types of busileeskng products and
consumer lending products, such as mortgage laahbB@me equity loans. The Bank has also establiatmaditi-family and
commercial real estate product line that is focumethe Mid-Atlantic region, particularly New YofEity. The strategy is to
focus on refinancing existing loans with consematinderwriting and to keep costs low. Throughrthati-family and
commercial real estate product, Customers Bankséaterest and fee income and generates commedegalsits. Customers
Bank also maintains a specialty lending businemsingercial loans to mortgage originators, which mgtonal business whe
the Bank provides liquidity to non-depository magg companies to fund their mortgage pipelinesna@et other business
needs. Through the loans to mortgage bankers lassiGeistomers Bank earns interest and fee incothgearerates core
deposits

. Attractive risk profile Customers Bancorp hsought to maintain high asset quality and modemeg@it risk by using
conservative underwriting standards and early ifieation of potential problem assets. The Banduap also formed a spec
assets department to both manage the covered pesttdio and to review other classified and narfprming assets. As of
December 31, 2013, approximately $ 405.0 millian12.6%, of the Bank’s loans (by dollar amount) evacquired loans.
Additionally, 2.7% of the Bank’s loans, 29.5% oéthon-performing loans and 56.7% of the Bank’s oteal estate owned
(“OREQ") (each by dollar amount), are covered Bgss sharing arrangement with the FDIC in whichRB¢C will
reimburse the Bank for 80% of its losses on theseta

Please refer to the Asset Quality tables regar#igacy and acquired loans appearing in the Managgsriiscussion and
Analysis section.

. Superior Community Banking ModCustomers Bancorp expects to drive organic growtarbploying its‘ concierge
banking” strategy, which provides specific relatibip managers or private bankers for all custonusig/ering an
appointment banking approach available 12 houyagskven days a week. This allows the Bank toigeoservices in a
personalized, convenient and expeditious mannés. dgproach, coupled with superior technology,ldiig remote account
opening, remote deposit capture and mobile bankesylts in a competitive advantage over largeititeons, which
management believes contributes to the profitghilitits franchise and allows the Bank to genecate deposits. The “high-
tech, high-touch,model of Customers Bancorp requires less staffsamaller branch locations to operate, thereby Siganitly
reducing operating cost

. Acquisition ExpertiseThe depth of Customers Banc’s management team and their experience workingheganc
successfully completing acquisitions provides uaimsight in identifying and analyzing potentialnkets and acquisition
targets. The experience of Customers Bancorp’s,tednich includes the acquisition and integratiomeér 35 institutions, as
well as numerous branch acquisitions, provideb@dBancorp a substantial advantage in pursuingansummating future
acquisitions. Additionally, management believesBlaacorp’s strengths in structuring transactionémd its risk, its
experience in the financial reporting and regulatmocess related to troubled bank acquisitiond,ienongoing risk
management expertise, particularly in problem lvarkouts, collectively enable it to capitalize ¢we fpotential of the
franchises it acquires. With the Bancorp’s deptbpdrational experience in connection with comptetnerger and
acquisition transactions, it expects to be ablatiegrate and reposition acquired franchises cifisiently and with a
minimum disruption to customer relationshi

Customers Bancorp believes its ability to operé#ieiently is enhanced by its centralized risk mgeaent structure, its access to attractive labor
and real estate costs in its markets, and an tnficiare that is unencumbered by legacy systentghé&unore, Customers Bancorp anticipates
additional expense synergies from the integratfdts@cquisitions, which it believes will enhartefinancial performance.

Acquisitions

Since July 2010, Customers Bancorp completed #gaisitions, two of which were FDIC-assisted teantions. Customers Bancorp believes it
has structured acquisitions that limit its crediky which has positioned it for attractive riskitsted returns. A summary of these acquisitions
appears below.
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2010 Acquisitions
FDIC-Assisted TransactiotlSA Bank Acquisition

On July 9, 2010, Customers Bank acquired substymdithof the assets and assumed all of the nakéned deposits and substantially all other
liabilities of USA Bank from the FDIC, as receiv@he transaction consisted of assets with a fdirevaf $221.1 million, including $124.7
million of loans (with a corresponding unpaid pipal balance (“UPB”), of $153.6 million), a $22.7lion FDIC loss sharing receivable and
$3.4 million of foreclosed assets. Liabilities wittair value of $202.1 million were also assunieduding $179.3 million of non-brokered
deposits. Customers Bank also received cash coatimefrom the FDIC of $25.6 million. Furthermof@ystomers Bank recognized a bargain
purchase gain before taxes of $28.2 million, whigghresented 12.2% of the fair value of the totaétssacquired.

Concurrently with the acquisition of USA Bank, thBIC agreed to absorb a portion of the future ¢rledses and workout expenses through
sharing agreements that cover certain legacy agselisding the entire loan portfolio and otherlrestate owned. At July 9, 2010, the covered
assets consisted of assets with a book value @ $1illion. The total UPB of the covered assetdudy 9, 2010 was $159.2 million. Customers
Bank acquired other USA Bank assets that wereaatred by the loss sharing agreements with the RBdl0ding cash and certain investment
securities purchased at fair market value. Thesbssing agreements do not apply to subsequerglyired, purchased, or originated assets.
Customers Bank entered into this transaction t@edpts franchise into a lucrative new market, efecits book value per share, and add
significant capital.

Pursuant to the terms of the loss sharing agreemigset FDIC reimburses Customers Bank for 80% ssfds, calculated, in each case, based on
UPB plus certain interest and expenses. Custonaik Eimburses the FDIC for its share of recovesils respect to losses for which the FL
has paid Customers Bank in reimbursement unddo$isesharing agreements. The FDIC’s guaranteeofontercial loans expires in July 2015
and for residential mortgage loans in July 20200ABecember 31, 2013, Customers’ remaining covassgts from the USA Bank Acquisition
totaled $46.0 million, of which $21.7 million wasetrpaying in accordance with the contractual priows.

Customers Bank has received an aggregate of $2lidnnfrom the FDIC in reimbursements under thedsharing agreements for claims filed
for losses incurred through December 31, 2013.

FDIC-Assisted TransactiohSN Bank Acquisition

On September 17, 2010, Customers Bank acquiredasutadly all of the assets and assumed all ohthrebrokered deposits and substantially
other liabilities of ISN Bank from the FDIC, as e&ger. The transaction consisted of assets wittiravblue of $83.9 million, including $51.3
million of loans (with a corresponding UPB of $58illion), a $5.6 million FDIC loss sharing recelta and $1.2 million of foreclosed assets.
Liabilities with a fair value of $75.8 million werdso assumed, including $71.9 million of non-brrekkedeposits. Customers Bank received cash
consideration from the FDIC of $5.9 million. Funtimere, Customers Bank recognized a bargain purajeisebefore taxes of $12.1 million,
which represented 14.4% of the fair value of thaltassets acquired.

Concurrently with the acquisition of ISN Bank, thBIC agreed to absorb a portion of all future drémtises and workout expenses through loss
sharing agreements that cover certain legacy asselisding the entire loan portfolio and otherlrestate owned. At September 17, 2010, the
covered assets consisted of assets with a book e&l$52.6 million. The total UPB of the coveredets at September 17, 2010 was $58.2
million. Customers Bank acquired other ISN Banlets¢hat were not covered by the loss sharing agrets with the FDIC including cash,
certain investment securities purchased at faikataralue, and other tangible assets. The lossnghagreements do not apply to subsequently
acquired, purchased or originated assets. Custddaers entered into this transaction to enhance abke per share, add capital, and enter the
New Jersey market in a more efficient manner tr@analo expansiol

Pursuant to the terms of the loss sharing agreemigset FDIC reimburses Customers Bank for 80% ssfds, calculated, in each case, based on
UPB plus certain interest and expenses. Custoratk Bimburses the FDIC for its share of recoveriigls respect to losses for which the FL
has paid Customers Bank in reimbursement unddo$isesharing agreements. The FDIC’s guaranteeofontercial loans expires in September
2015 and for residential mortgage loans in Septer2@20. As of December 31, 2013, Customers’ remgiobvered assets from the ISN Bank
Acquisition totaled $20.9 million, of which $4.7 ltion was not paying in accordance with the corttratprovisions.

Customers Bank has received an aggregate of $8idmiiom the FDIC in reimbursements under the I8k sharing agreements for claims
filed for losses incurred through December 31, 2013

In accordance with the guidance provided in SE® 8izcounting Bulletin Topic 1.K, Financial Statents of Acquired Troubled Financial
Institutions (“SAB 1: K”) and a request for religfanted by the SEC, historical financial informatmf USA Bank and ISN Bank has been
omitted from this Form 10-K. Relief is provided @natertain circumstances, including transactioch s1s the
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acquisitions of USA Bank and ISN Bank in which astitution engages in an acquisition of a troulfiledncial institution for which audited
financial statements are not reasonably availaideimwhich federal assistance is an essentiabaymdficant part of the transaction.

2011 Acquisition
Berkshire Bancorp Acquisition

On September 17, 2011, Customers Bancorp acqueddBire Bancorp, Inc. and its subsidiary BerksBiaek. Berkshire Bancorp served Be
County, Pennsylvania through five branches. Orclbging date, Berkshire Bancorp had total asseappfoximately $132.5 million, including
total loans of $98.4 million, and total liabilitie$ approximately $122.8 million, including totatpbsits of $121.9 million. Under the terms of
merger agreement, each outstanding share of BegkBhhcorp common stock was exchanged for 0.158¢kstof Customers Bancorp’s Voting
Common Stock, resulting in the issuance of 623@&8es of Customers Bancorp’s Voting Common Sfbhk.total purchase price was
approximately $11.3 million, representing a pricgangible book value of Berkshire Bancorp commoglsof 1.25%. This transaction was
immediately accretive to earnings.

In addition, as part of the transaction, CustonBenscorp exchanged shares of its preferred stocthéopreferred stock that was issued by
Berkshire Bancorp as part of the U.S. Treasufiyoubled Asset Relief Program. Those shares stdysequently redeemed. In addition, warr
to purchase shares of Berkshire Bancorp commoik stece converted into warrants to purchase shdr€sistomers Bancorp’Voting Commo
Stock.

Berkshire Bancorp’s operating results are includedustomers Bancorp’s financial results from thagedf acquisition.

Acquisition of Manufactured Housing Loans

During the years 2010, 2011, and 2012, Customen& Barchased manufactured housing loans from Tanthodding Corporation (“Tammag”’
These purchases were opportunistic purchases andahbe indicative of future strategies or puresas

On August 6, 2010, Customers Bank purchased fromnTac Holding Corporation (“Tammac”) a $105.8 millimanufactured housing loan
portfolio for a purchase price of $105.8 milliorh&se loans were supported by a cash reserve baa$tf.5 million at the date of purchase "
covered all estimated losses and delinquent irtteaed is maintained in a demand deposit accouheaBank.

On September 30, 2011, Customers Bank purchasedTfeonmac $19.3 million of manufactured housing foand a 1.50% interest- only-strip
security with an estimated value of $3 million seclby a pool of $70 million of loans originated Bgmmac for a total purchase price of $13
million.

On July 24, 2012, Customers Bank paid $63.2 miltmacquire manufactured housing loans from Varntléviortgage and Finance Inc. at par.
These loans were originated by Tammac Holding Qattjmn, and secure the interest-only-strip secuhif was purchased in September 2011.
The loans carry an 11.3% coupon rate, where Taneaas a 2.0% servicing fee and also retains thésrig a 2.0% 10 Strip in relation to this
pool of loans. The full recourse for losses ondhiy 2012 loan purchase resides with Tammac.

2013 Acquisition Agreements
CMS Bancorp, Inc. Acquisition

On December 20, 2013, Customers Bancorp annoutbed mutually consented with CMS Bancorp, Incetoninate the August 10, 2012
Agreement and Plan of Merger (the “Agreement”)aended, between Customers Bancorp and CMS Barnor;MS is a Mount Vernon,
New York bank holding company with approximateb®2nillion in assets. Under the provisions of ttgrdement, no termination fees are f
to either party if the termination is by mutual sent.

Acacia Federal Savings Bank Acquisition

On April 4, 2013, Customers Bancorp, Inc., Acadi@ Insurance Company (“Acaciadhd Ameritas Life Insurance Corp. (together wittagia,
“Sellers”) announced their mutual decision, dudetays in the receipt of regulatory approvals,toaxtend the term of that certain Stock
Purchase Agreement, dated as of June 20, 201®eslad by those certain Amendment to Stock Purchgseement, dated as of Decembet
2012, Amendment No. 2 to Stock Purchase Agreensrtidas of January 30, 2013, and Amendment NoSBoick Purchase Agreement dated
as of February 28, 2013, by and among the Compadhysallers (the “Purchase Agreement”). Insteadjonil 4, 2013, the parties entered into a
Termination and Non-Renewal Agreement to terminate
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the Purchase Agreement and the transactions colattd ghereby (the “Termination Agreement”). Eaelnty recognized its own costs and
expenses in connection with the terminated trafsaarithout penalties. The parties mutually agrded the termination was in each company’
best interest. Costs related to the acquisitiore teen expensed.

New England Loan Purchases

On March 28, 2013, Customers Bank completed thehaise of certain commercial loans from Michiganebaslagstar Bank. Under the terms
of the agreement, Customers Bank acquired $182li®min commercial loan commitments, of which $15illion was drawn at the date of
acquisition. Also, as part of the agreement, CustsrBank assumed the leases for two of Flagstansmercial lending offices, one in Boston,
MA and one in Providence, RI. The purchase price 97% of loans outstanding.

On January 15, 2014, Customers Bank purchased$&illion of residential adjustable-rate jumbo ngage loans (indexed to one-year
LIBOR) from Flagstar Bank. The purchase price we®.75% of loans outstanding.

Segment:

Customers Bancorp has one reportable segment, “GaiityrBanking.” All of the Company’s activities aigerrelated, and each activity is
dependent and assessed based on how each ofitlitieaatf the Company supports the others. Fongda, lending is dependent upon the
ability of the Company to fund itself with depositsd borrowings while managing the interest ratt@edit risk. Accordingly, all significant
operating decisions are based upon analysis @dh& as one segment or unit.

Products

Customers Bancorp offers a broad range of tradititban and deposit banking products and finarsgalices to its commercial and consumer
customers. Customers Bank offers an array of lgnginducts to cater to its customers’ needs, inetudmall business loans, mortgage
warehouse loans, multi-family and commercial rethte loans, residential mortgage loans and consloaues. Customers Bank also offers
traditional depository products, including commateind consumer checking accounts, non-interestdgedemand accounts, money market
deposit accounts, savings accounts and time degmitints and cash management services. Depasiisqps are available to customers only
through branches of Customers Bank.

Lending Activities
Customers Bank focuses its lending efforts on dlewing lending areas:

. Commercial Lendine Includes Business Banking commercial and industBaiall Business, including small busin
administration (SBA) loans, Multi-family and Commoil Real Estate lending, and commercial loans datgage originators;
and

. Consumer Lendin- Local market mortgage lending and home equity kegu

Commercial Lending

The Bank’s commercial lending is divided into falistinct groups: Multi-family/Commercial real estaBusiness Banking and Small Business
Banking, and mortgage banking lending. This grogpgndesigned to allow for greater resource depbtrhigher standards of risk
management, strong asset quality, lower interéstrisk and higher productivity levels.

The Business Banking lending group focuses on carepavith annual revenues ranging from $5.0 mili@$50.0 million, which typically hay
credit requirements between $0.5 million and $1ildon. This division is serviced by very experead local relationship managers or private
bankers who are supported by a centralized creddtion.

The Small Business Banking platform originates famcluding Small Business Administration loamsptigh the branch network sales force
and a team of dedicated Small Business relatiomshipagers. The support administration of the platffor this segment is centralized
including risk management, product management, etiag, performance tracking and overall strateged@ and sales training has been
established for the sales force, ensuring thaBtre&k has small business experts in place providpgyopriate financial solutions to the small
business owners in its communities. A division apgh focuses on industries that offer high assalityjuand are deposit rich to drive
profitability.

The goal of the Bank’s multi-family lending grouptd build a portfolio of high-quality multi-familgnd commercial real estate loans within its
covered markets, while cross selling its other potsland services. This business line primarily$as on refinancing existing loans, using
conservative underwriting. The primary collatea these loans is a first-lien mortgage on the ifiaithily property, plus an assignment of all
leases related to such property. During the yede@iDecember 31, 2013, the Bank originated anedl$325.1 million of multi-family loan
commitments. During the year ended December 312,26& Bank originated and closed $291.9 milliomaiti-family loan commitments, or
$542.6 million including the multi-family loan conitments above.
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The goal of the residential lending group is toyite loans to mortgage companies. The loans adoprmately short-term facilities used by
mortgage companies to fund their pipelines fronsidg of individual mortgage loans until their sadto the secondary market. Most of the loans
are insured or guaranteed by the U.S. governmemigh one of their programs such as FHA, VA, orameventional loans eligible for sale to
Fannie Mae and Freddie Mac. Customers is currexfhyanding its product offerings to mortgage banksi¢et a wider array of business needs.

As of December 31, 2013, 2012, and 2011, the Badk#2.2 billion, $1.0 billion, and $0.5 billion,sgectively, in commercial loans outstand
composing approximately 67.1%, 37.0%, and 35.3%peetively, of its total loan portfolio, which inmes loans held for sale. As of
December 31, 2013, 2012, and 2011, outstanding lmathe mortgage banking lending portfolio totak&d7 billion, $1.4 billion, and $0.8
billion, respectively, composing approximately 28,152.4%, and 52.3%, respectively, of the Bankialtioan portfolio, which includes loans
held for sale. During the years ended Decembe2@13 and 2012, the Bank originated and closed Kilidn and $0.3 billion, respectively, of
commercial loans and commitments. During the yeaded December 31, 2013 and 2012, the Bank fur2i@® Billion and $19.5 billion of
mortgage loans, respectively, to mortgage origirsaamd warehouses.

Consumer Lending

The Bank provides home equity and residential nagrggoans to customers. Underwriting standardiedare equity lending are conservative
and lending is offered to solidify customer relasbips and grow relationship revenues in the lengt This lending is important in the Bank’s
efforts to grow total relationship revenues fordtmsumer households. These areas also suppoan@rstBancorp’s commitment to lower and
moderate income families in its market area. ThekBaans to expand its product offerings in reéhtessecured consumer lending.

Customers Bank has launched a community outreamram in Philadelphia to encourage a higher peagenof homeownership in urban
communities. As part of this program, the Bankffering an “Affordable Mortgage Product”. This coramty outreach program is penetrating
the underserved population, especially in low-amdi@nate income neighborhoods. As part of this cdmanit, a loan production office is open
in Progress Plaza, 1501 North Broad Street, PHpade PA. The program includes homebuyer semitietsprepare potential homebuyers for
homeownership by teaching money management andcebndgkills, including the financial responsibés that come with having a mortgage
and owning a home. The “Affordable Mortgage Protliscoffered throughout Customers Bank’s assessiaueas.

As of December 31, 2013, 2012, and 2011, the Badk#166.1 million, $131.4 million, and $78.1 milicespectively, in consumer loans
outstanding, composing 5.2%, 4.8%, and 5.1%, ré¢isedg of the Bank’s total loan portfolio, whichdludes loans held for sale. During the
years ended December 31, 2013 and 2012, the Bagikaied and closed $41.6 million and $67.3 millafrconsumer loans, respective

Private Banking

Beginning in 2013, Customers Bank introduced ad®eBanking model for its commercial clients in thajor markets within its geographical
footprint. This uniqgue model provides unparallededvice to customers through an in-market teanxpégenced private bankers. Acting as a
single-point-of-contact for all the banking neefithe Bank’s commercial clients, these private leskvill deliver the whole bank — not only to
its clients, but to their families, their managetteams, and their employees, as well. With a woldds suite of sophisticated cash managemen
products, these private bankers will deliver ont@uers Bancorp’s “high-tech, high-touch” strategg @rovide real value to its mid-market
Commercial clients.

Customers Bank opened its first private bankingesgntative office in Manhattan in the second quanrt 2013, and eventually, all of its
markets will be served by private bankers.

Deposit Products and Other Funding Sourc

Customers Bank offers a variety of deposit prodteits customers, including checking accountsingsv/accounts, money market deposit
accounts and other deposit accounts, includinglfiete, fixed-maturity retail time deposits rangingerms from 30 days to five years,
individual retirement accounts, and nitail time deposits consisting of jumbo certifemgreater than or equal to $100,000. Using itis tagct
supported by high tech model, the Bank has expeigsignificantly higher above average growth ireateposits in all of its markets.

Financial Products and Services

In addition to traditional banking activities, Costers Bank provides other financial services taltstomers, including: mobile phone banking,
internet banking, wire transfers, electronic bdyment, lock box services, remote deposit captmaces, courier services, merchant processing
services, cash vault, controlled disbursementstipegpay and cash management services (includisgunt reconciliation, collections and
sweep accounts).
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Competition

Customers Bank competes with other financial instihs for deposit and loan business. Competitarside other commercial banks, savings
banks, savings and loan associations, insurancpamtss, securities brokerage firms, credit uniinance companies, mutual funds, money
market funds, and certain government agenciesnEiakinstitutions compete principally on the qtiatif the services rendered, interest rates
offered on deposit products, interest rates chaogddans, fees and service charges, the convenarianking office locations and hours of
operation, and in the consideration of larger consimEborrowers, lending limits.

Many competitors are significantly larger than @asers Bank, and have significantly greater findn@sources, personnel and locations from
which to conduct business. In addition, CustomerskBs subject to regulation, while certain ofdtsnpetitors are not. Noregulated companit
face relatively few barriers to entry into the fic#al services industry. Customers Bank’s largengetitors enjoy greater name recognition and
greater resources to finance wide ranging advegisampaigns. Customers Bank competes for bugimesspally on the basis of high-quality,
personal service to customers, customer accesgdo@ers Bank’s decision makers, and competititerést and fee structure. Customers Bank
also strives to provide maximum convenience of s&te services by employing innovative deliveryigkds such as internet banking, and the
convenience of concierge banking.

Customers Bank’s current market is primarily serligdarge national and regional banks, with a famgér institutions capturing more than 50%
of the deposit market share. Customers Bank’s leoggpetitors utilize expensive, branch-based madedell products to consumers and small
businesses, which requires our larger competitopsite their products with wider margins and cleamrgpre fees to justify their higher expense
base. While maintaining physical branch locati@mains an important component of Customers Baridsegy, Customers Bank utilizes an
operating model with fewer and less expensive lonat thereby lowering overhead costs and allodngyreater pricing flexibility.

Geographic Information

The geographic information required by Item 104fiRegulation S-K under the Securities Exchangeo&dt934, as amended, is impracticable
for the Bancorp to calculate; however, the Banctgs not believe that a material amount of reveituany of the last three years was
attributable to customers outside of the UnitedeStanor does it believe that a material amouitsdbng-lived assets, in any of the past three
years, was located outside of the United St:

Employees
As of December 31, 2013, Customers Bancorp had8lféme and 13 part-time employees.

Available Information

Customers Bancorp’s internet website address is \wustomersbank.com. Information on Customers Baheovebsite is not part of this
Annual Report on Form 10-K. Investors can obtaipies of Customers Bancorp’s annual report on Fd¥i lquarterly reports on Form 10-Q,
current reports on FormI8; and any amendments to those reports filed arished pursuant to Section 13(a) or 15(d) of theuBes Exchang
Act on Customers Bancorp’s website (accessible utfdsout Us” — “Investor Relations” — “SEC Filingsas soon as reasonably practicable
after Customers Bancorp has filed such materidls, wr furnished them to, the Securities and Exgea@ommission (“SEC”). Customers
Bancorp will also furnish a paper copy of suchfi free of charge upon request. Investors carredgband copy any materials filed by
Customers Bancorp with the SEC at the SEC’s Pi#ference Room which is located at 100 F Streef,Wdshington, DC 20549. Information
about the operation of the Public Reference Roambesobtained by calling the SEC at 1-800-SEC-083Btomers Bancorp’s filings can also
be accessed at the SEC's internet website: wwg@ec.

SUPERVISION AND REGULATION
GENERAL

Customers Bancorp is subject to extensive reguaggamination and supervision by the PennsylvBeiaartment of Banking and Securities
and, as a member of the Federal Reserve Systetheliederal Reserve Board. Federal and state lgalairs and regulations govern, among
other things, the scope of a bank’s businessntrestments a bank may make, the reserves agajpssitiea bank must maintain, terms of
deposit accounts, loans a bank makes, the intettest it charges and collateral it takes, the #ietsvof a bank with respect to mergers and
consolidations and the establishment of branches.
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PENNSYLVANIA BANKING LAWS

Pennsylvania banks that are Federal Reserve memiagrestablish new offices only after approvaltiy Pennsylvania Department of Banking
and Securities and the Board of Governors of tluefeé Reserve System (the “Federal Reserve Boakgroval by these regulators can be
subject to a variety of factors, including the cemience and needs of the community, whether thigutisn is sufficiently capitalized and well
managed, issues of safety and soundness, thelfiwstis record of meeting the credit needs of @simunity, whether there are significant
supervisory concerns with respect to the institutio affiliated organizations, and whether any ficial or other business arrangement, direct or
indirect, involving the proposed branch and bamisitlers” (directors, officers, employees and 10%yeater shareholders) which involves
terms and conditions more favorable to the insitleaie would be available in a comparable transastivh unrelated parties.

Under the Pennsylvania Banking Code, Customers Bamkbank subsidiary is permitted to branch thrmug Pennsylvania. Pennsylvania law
also provides Pennsylvania state-chartered institsitelective parity with the power of national kanfederal thrifts, and state-chartered
institutions in other states as authorized by th&X; subject to a required notice to the Pennsybv@repartment of Banking and Securities. The
Pennsylvania Banking Code also imposes restriciongayment of dividends, as well as minimum cépéquirements.

On October 24, 2012, Pennsylvania enacted thredavesvknown as the “Banking Law Modernization Pagk&all of which became effective
on December 24, 2012. The intended goal of thelaeywhich applies to Customers Bank, is to moderiennsylvania’s banking laws and to
reduce regulatory burden at the state level whessiple, given the increased regulatory demanttedtderal level as described below.

The new law also permits banks to disclose form&dreement actions initiated by the Pennsylvanipddenent of Banking and Securities,
clarifies that the Department has examination aridreement authority over subsidiaries as wellfiages of regulated banks and bolsters the
Department’s enforcement authority over its regadanstitutions by clarifying its ability to remowérectors, officers and employees from
institutions for violations of laws or orders or fany unsafe or unsound practice or breach of fayauty. Changes to existing law also allow
the Department to assess civil money penaltiep @b 1$25,000 per violation.

The new law also sets a new standard of care fut bfiicers and directors, applying the same stethttaat exists for non-banking corporations
in Pennsylvania. The standard is one of perforndimies in good faith, in a manner reasonably belio be in the best interests of the
institutions and with such care, including reaséaaimuiry, skill and diligence, as a person ofinady prudence would use under similar
circumstances. Directors may rely in good faithirdormation, opinions and reports provided by dfts, employees, attorneys, accountants, or
committees of the board, and an officer may ndiddd liable simply because he or she served affigeroof the institution.

Interstate Branchin¢. Federal law allows the Federal Reserve and FB@,the Pennsylvania Banking Code allows the Pévarsip
Department of Banking and Securities, to approvapplication by a state banking institution to doginterstate branches. For more
information on federal law, see the discussion ufidederal Banking Laws — Interstate Branching't ediows.

Pennsylvania banking laws authorize banks in Pdwasia to acquire existing branches or branch de o other states, and also permits out-
of-state banks to acquire existing branches ordbraie novo in Pennsylvania.

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

Under the Interstate MOU, the activities of brarecieistomers Bancorp established in New Jersey wr\¥ek would be governed by
Pennsylvania state law to the same extent thatdetdav governs the activities of the branch obaitof-state national bank in such host states.
Issues regarding whether a particular host statédgreempted are to be determined in the figtiimce by the Pennsylvania Department of
Banking and Securities. In the event that the Rdunasia Department of Banking and Securities amdapplicable host state regulator disagree
regarding whether a particular host state law ésgmpted, the Pennsylvania Department of BankingSaturities and the applicable host state
regulator would use their reasonable best effortonsider all points of view and to resolve theadreement.

FEDERAL BANKING LAWS

Interstate Branching The Riegle-Neal Interstate Banking and Branchiffigiency Act of 1994 (called the “Interstate Actgmong other thing
permits bank holding companies to acquire banksinstate. A bank may also merge with a bank intremo
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state. Interstate acquisitions and mergers aresijlif general, to certain concentration limitd atate entry rules relating to the age of the
Bank. Under the Interstate Act, the responsiblefadregulatory agency is permitted to approveattgisition of less than all of the branches of
an insured bank by an out-of-state bank or ban#tihglcompany without the acquisition of an entiamk only if the law of the state in which

the branch is located permits. Under the Interdiatebranches of state-chartered banks that apéraither states are covered by the laws of the
chartering state, rather than the host state. TdoelB-rank Wall Street Reform and Consumer Protediict (“Dodd-Frank Act”) created a more
permissive interstate branching regime by perngitbanks to establish branches de novo in any i$tateank chartered by such state would t
been permitted to establish the branch. For mdeeriration on interstate branching under Pennsylvéaw, see “Pennsylvania Banking Laws —
Interstate Branching” above.

Prompt Corrective Actio. Federal banking law mandates certain “promptemtive actions,” which Federal banking agenciesegeired to
take, and certain actions which they have disandticdake, based upon the capital category intekvhiFederally regulated depository institu
falls. Regulations have been adopted by the Febardd regulatory agencies setting forth detailext@dures and criteria for implementing
prompt corrective action in the case of any instituthat is not adequately capitalized. Underrtiies, an institution will be deemed to be
“adequately capitalized” or better if it exceeds thinimum Federal regulatory capital requiremedtsvever, it will be deemed
“undercapitalized” if it fails to meet the minimucapital requirements, “significantly undercapital? if it has a total riskeased capital ratio th
is less than 6.0%, a Tier 1 risk-based capitab riat is less than 3.0%, or a leverage ratioithiaiss than 3.0%, and “critically undercapitalized
if the institution has a ratio of tangible equitytbtal assets that is equal to or less than 2T0%.rules require an undercapitalized institutmn t
file a written capital restoration plan, along wéttperformance guaranty by its holding company third party. In addition, an undercapitalized
institution becomes subject to certain automastrictions including a prohibition on the paymehtlividends, a limitation on asset growth and
expansion, and in certain cases, a limitation erptiyment of bonuses or raises to senior execoffieers, and a prohibition on the payment of
certain “management fees” to any “controlling parsanstitutions that are classified as undercdigital are also subject to certain additional
supervisory actions, including increased reportinglens and regulatory monitoring, a limitationtbe institution’s ability to make acquisitions,
open new branch offices, or engage in new lindsusfness, obligations to raise additional capitsirictions on transactions with affiliates, and
restrictions on interest rates paid by the ingttubn deposits. In certain cases, bank regulagencies may require replacement of senior
executive officers or directors, or sale of theiingon to a willing purchaser. If an institutios deemed to be “critically undercapitalized” and
continues in that category for four quarters, tiaduse requires, with certain narrowly limited eptiens, that the institution be placed in
receivership.

Safety and Soundness; Regulation of Bank ManageribetFederal Reserve Board possesses the powmttibit a bank from engaging in a
activity that would be an unsafe and unsound bangractice and in violation of the law. Moreovegederal law enactments have expanded the
circumstances under which officers or directora bink may be removed by the institution’s Fedsupkrvisory agency; restricted and further
regulated lending by a bank to its executive officeirectors, principal shareholders or relateergsts thereof; restricted management persc

of a bank from serving as directors or in other aggament positions with certain depository instingi whose assets exceed a specified amount
or which have an office within a specified geogiafrea; and restricted management personnel famowing from another institution that h

a correspondent relationship with the bank for Whitey work.

Capital Rules Federal banking agencies have issued certaikrbased capitalyjuidelines, which supplemented existing capitalinements. h
addition, the Federal Reserve Board imposes cétaiarage” requirements on member banks. Bankéggilators have authority to require
higher minimum capital ratios for an individual liaar bank holding company in view of its circumstas.

The risk-based capital guidelines require all baarkd bank holding companies to maintain capitalein compliance with “risk-based capital”
ratios. In these ratios, the on-balance sheetsaasédtoff balance sheet exposures are assignskhaegight based upon the perceived and
historical risk of incurring a loss of principabfn that exposure. The first is a minimum ratioatét capital (“Tier 1” and “Tier 2” capital) to
risk-weighted assets equal to 8.0%; the secondrigmenum ratio of “Tier 1” capital to risk-weighteassets equal to 4.0%. Assets are assigned t
five risk categories, with higher levels of capibaing required for the categories perceived aesenting greater risk. In making the calculal
certain intangible assets must be deducted fromdp#al base. The risk-based capital rules arigded to make regulatory capital requirements
more sensitive to differences in risk profiles agpdanks and bank holding companies and to miniiigiacentives for holding liquid assets.

The risk-based capital rules also may considerasteate risk. Institutions with interest rat&kresxposure above a normal level would be
required to hold extra capital in proportion totttiak. The Bank currently monitors and manageastsets and liabilities for interest rate risk,
management believes that the interest rate rigls mrhich have been implemented and proposed wtilinaderially adversely affect its
operations.

The Federal Reserve Board’s “leverage” ratio radéeglire member banks which are rated the highdakeimomposite areas of capital, asset
quality, management, earnings and liquidity to rfaima ratio of “Tier 1” capital to “adjusted totaésets’df not less than 3.0%. For banks wr
are not the most highly rated, the minimum “leveragtio will range from 4.0% to 5.0%, or highertla¢ discretion of the Federal Reserve
Board, and is required to be at a level commensuwvih the nature of the level of risk of CustomBesicorp, Inc.’s condition and activities.
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For purposes of the capital requirements, “Tieotl"core” capital is defined to include common gfalders’ equity and certain noncumulative
perpetual preferred stock and related surplus.r“Zier “qualifying supplementary” capital is deéid to include a bank’s allowance for loan
losses up to 1.25% of risk-weighted assets, pluasioetypes of preferred stock and related surgagain “hybrid capital instruments” and
certain term subordinated debt instruments.

As of December 31, 2013 and 2012, management keelithat the Bank and Bancorp met all capital adeqrequirements to which they were
subject. For additional information on the Companggulatory ratios, refer to “NOTE 18 — REGULATORMTTERS.”

New Capital RulesOn July 2, 2013, the Federal Reserve approvedffites$ that substantially amend the regulatory-biaked capital rules
applicable to the Bancorp and the Bank. The FDI€the OCC have subsequently approved these rubesfifal rules were adopted following
the issuance of proposed rules by the Federal Regedune 2012 and implement the “Basel téfjulatory capital reforms and changes reqt
by the Dodd-Frank Act. “Basel III” refers to twortgultative documents released by the Basel ConmeritteBanking Supervision in December
20009, the rules text released in December 2010lemscabsorbency rules issued in January 2011 hwhadude significant changes to bank
capital, leverage and liquidity requirements.

The rules include new riskased capital and leverage ratios, which wouldhased in from 2015 to 2019, and would refine tHendien of what
constitutes “capitalfor purposes of calculating those ratios. The nemimmum capital level requirements applicable to Bancorp and the Bar
under the final rules would be:

(i) a new common equity Tier 1 capital ratio of%.5
(i) a Tier 1 Risk based capital ratio of 6% (iresed from 4%);
(iii) a Total Risk based capital ratio of 8% (unnbad from current rules); and

(iv) a Tier 1 leverage ratio of 4% for all institorts.

The final rules also establish a “capital conseovabuffer” above the new regulatory minimum cakiggjuirements, which must consist entirely
of common equity Tier 1 capital.

The capital conservation buffer will be phasedyerdfour years beginning on January 1, 2016, dsvist the maximum buffer will be 0.625%
of risk-weighted assets for 2016, 1.25% for 2017, 1.8759204.8, and 2.5% for 2019 and thereafter. Considettie capital conservation buff
to avoid limitations on certain actions or acte#j banks will be required to maintain the follogviatios beginning in 2019:

(i) a common equity Tier 1 capital ratio of 7.0%;
(i) a Tier 1 Risk Based capital ratio of 8.5%; and
(i) a Total Risk based capital ratio of 10.5%.

Under the final rules, institutions are subjeclintations on paying dividends, engaging in shagmurchases, and paying discretionary bonuses
if its capital level falls below the minimum capitavel plus buffer amount. These limitations efithba maximum percentage of eligible retai
income that could be utilized for such actions.

Basel Il provided discretion for regulators to ioge an additional buffer, the “countercyclical leuff of up to 2.5% of common equity Tier 1
capital to take into account the macro-financialiemment and periods of excessive credit growtbwelver, the final rules permit the
countercyclical buffer to be applied only to “adead approach banksi’€., banks with $250 billion or more in total asser $10 billion or mor
in total foreign exposures), which currently exa@adhe Bancorp and the Bank. The final rules aggément revisions and clarifications
consistent with Basel Ill regarding the various poaments of Tier 1 capital, including common equityrealized gains and losses, as well as
certain instruments that will no longer qualify®er 1 capital, some of which will be phased ou¢otime. However, the final rules provide that
small depository institution holding companies wéhs than $15 billion in total assets as of Deam3, 2009 (which includes the Bancorp)
will be able to permanently include non-qualifyimgtruments that were issued and included in Tier Tier 2 capital prior to May 19, 2010 in
additional Tier 1 or Tier 2 capital until they regie such instruments or until the instruments mature

In addition, the final rules provide for smallemliziang institutions (less than $250 billion in colidated assets) an opportunity to make a one-
time election to opt out of including most elemerfteaccumulated other comprehensive income in e¢gry capital. Importantly, the opt-out
excludes from regulatory capital not only unrealigains and losses on available-for-sale debt giegybut also accumulated net gains and
losses on cash-flow hedges and amounts attributallefined benefit postretirement plans. The agitetection must be elected on the first Call
Report filed after January 1, 2015.
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The final rules also contain revisions to the proogrective action framework, which is designegbliace restrictions on insured depository
institutions, including the Bank, if their capitalvels begin to show signs of weakness. Theseioagisake effect January 1, 2015. Under the
prompt corrective action requirements, which argigteed to complement the capital conservation buifisured depository institutions will be
required to meet the following increased capite¢leequirements in order to qualify as “well capied:”

(i) a new common equity Tier 1 capital ratio of%.,5

(i) a Tier 1 Risk based capital ratio of 8% (iresed from 6%);

(i) a Total Risk based capital ratio of 10% (uaalged from current rules); and

(iv) a Tier 1 leverage ratio of 5% (increased fré%h).

The final rules set forth certain changes for thlewation of riskweighted assets, which we will be required to zgilbeginning January 1, 20:
The standardized approach final rule utilizes andased number of credit risk exposure categonidsiak weights, and also addresses:

(i) an alternative standard of creditworthinesssistent with Section 939A of the Dodd-Frank Act;

(ii) revisions to recognition of credit risk mitigian;

(iii) rules for risk weighting of equity exposuread past due loans;

(iv) revised capital treatment for derivatives aedo-style transactions; and

(v) disclosure requirements for top-tier bankingastizations with $50 billion or more in total asstiat are not subject to the “advance
approach rules” that apply to banks with greatant$250 billion in consolidated assets.

DoddFrank Wall Street Reform and Consumer Protectioh Ahe Dodd-Frank bill was enacted by Congress on 1l 2010, and was signed
into law by President Obama on July 21, 2010. Ammiagy other provisions, the legislation:

established the Financial Stability Oversight Caluacfederal agency acting as the financial sy’s systemic risk regulat
with the authority to review the activities of sifigant bank holding companies and non-bank finahiims, to make
recommendations and impose standards regardintad@verage, conflicts and other requirementdif@ancial firms and to
impose regulatory standards on certain financialdideemed to pose a systemic threat to the fiabnealth of the U.S.
economy;,

created a new Consumer Financial Protection Bungthin the U.S. Federal Reserve, which has sulistantle-making
authority over a wide variety of consumer finansiatvices and products, including the power to leggwnfair, deceptive, or
abusive acts or practice

permitted state attorneys general and other stdidecement authorities broader power to enforcesaorer protection law
against banks

authorized federal regulatory agencies to ban cosgi®n arrangements at financial institutions tiat employee
incentives to engage in conduct that could poss tis the natid’s financial systen

granted the U.S. government resolution authorityguidate or take emergency measures with regattibled financia
institutions, such as bank holding companies, fédbhoutside the existing resolution authority bétFederal Deposit Insurar
Corporation;

gave the FDIC substantial new authority and fldiibin assessing deposit insurance premiums, whialy result in increase
deposit insurance premiums for us in the fut

increased the deposit insurance coverage limingurable deposits to $250,000 generally, and remdve limit entirely fo
transaction account

permitted banks to pay interest on business demepdsit account:
extended the national bank lending (or lc-to-one-borrower) limits to other institutions like u

prohibited banks subject to enforcement action stsch memorandum of understanding from changirigcharter withou
the approval of both their existing charter reguiand their proposed new charter regulator;

imposed new limits on asset purchase and saleatdoss between banks and their insid

Many of these provisions are subject to furthee mabking and to the discretion of regulatory badiesduding Customers Bard’primary feder:
banking regulator, the Federal Reserve. It is nssjble to predict at this time the extent to whighulations authorized or mandated by the
Dodd-Frank Act will impose requirements or restaos on Customers Bank in addition to or differieain the provisions summarized above.
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Deposit Insurance Assessme. Customers Bank'deposits are insured by the FDIC up to the lisgtsforth under applicable law and are sul

to deposit insurance premium assessments. The FRIGses a risk-based deposit premium assessmeetsyshich was amended pursuant to
the Federal Deposit Insurance Reform Act of 2088 {Act”). Under this system, the amount of FDIGessments paid by an individual insured
depository institution, like Customers Bank, isdzasn the level of risk incurred in its activitid$ie FDIC places a depository institution in one
of four risk categories determined by referenciestoapital levels and supervisory ratings. In &ddij in the case of those institutions in the
lowest risk category, the FDIC further determirtesassessment rates based on certain specifiettifhaatios.

On February 7, 2011, the FDIC adopted a final nuelifying the risk-based assessment system aridgsatitial base assessment rates
beginning April 1, 2011, ranging from 2.5 to 45isg®oints of Tier | capital.

In addition to deposit insurance assessments, tmeksubject to assessments to pay the interdshancing Corporation bonds. The Financing
Corporation was created by Congress to issue borfifsance the resolution of failed thrift instikohs. The FDIC sets the Financing Corpora
assessment rate every quarter.

Community Reinvestment Adinder the Community Reinvestment Act of 1977 (ACR the record of a bank holding company and its
subsidiary banks must be considered by the ap@tepFederal banking agencies, including the Fedasérve Board, in reviewing and
approving or disapproving a variety of regulatopplécations including approval of a branch or otleposit facility, office relocation, a merger
and certain acquisitions of bank shares. Federdlibg agencies have recently demonstrated an iseder@adiness to deny applications base
unsatisfactory CRA performance. The Federal Red®oazd is required to assess our record to deterihime are meeting the credit needs of
the community (including low and moderate neighbods) that we serve. The Financial InstitutionsoRef Recovery, and Enforcement Act of
1989 amended the CRA to require, among other ththgs the Federal Reserve Board make publiclyiavia an evaluation of Customers
Bank’s record of meeting the credit needs of itirerwrommunity including low- and moderatesome neighborhoods. This evaluation includ
descriptive rating (outstanding, satisfactory, reeldmprove, or substantial noncompliance) an@t@ment describing the basis for the rating.

Consumer Protection LawsCustomers Bancorp is subject to a variety of aores protection laws, including the Truth in Lerglifsct, the Trutl
in Savings Act adopted as part of the Federal Depwirance Corporation Improvement Act of 199B[§fCIA”), the Equal Credit Opportuni
Act, the Home Mortgage Disclosure Act, the Elecicdfunds Transfer Act, the Real Estate Settlementdelures Act and the regulations
adopted thereunder. In the aggregate, compliantteti@se consumer protection laws and regulatiovaves substantial expense and
administrative time on the part of Customers Bapcor

Bank Holding Company Regulation
As a bank holding company, Customers Bancorp &sibject to additional regulation.

The Bank Holding Company Act requires CustomerscBgmto secure the prior approval of the FederakeRe Board before it owns or
controls, directly or indirectly, more than fiverpent (5%) of the voting shares or substantiallpfthe assets of any bank. It also prohibits
acquisition by the Company of more than five pet¢b®o) of the voting shares of, or interest inabhror substantially all of the assets of, any
bank located outside of the state in which a cutpank subsidiary is located unless such acquisiiepecifically authorized by laws of the s

in which such bank is located. A bank holding compiz prohibited from engaging in or acquiring direr indirect control of more than five
percent (5%) of the voting shares of any comparmgaged in non-banking activities unless the Fedreakrve Board, by order or regulation, has
found such activities to be so closely relatedanking or managing or controlling banks as to peoper incident thereto. In making this
determination, the Federal Reserve Board considleether the performance of these activities byrkthelding company would offer benefits
to the public that outweigh possible adverse effespplications under the Bank Holding Company &ad the Change in Control Act are
subject to review, based upon the record of compdiaof the applicant with the CRA.

Customers Bancorp is required to file an annuadntepith the Federal Reserve Board and any additioiormation that the Federal Reserve
Board may require pursuant to the Bank Holding CamypAct. Further, under Section 106 of the 1970raineents to the Bank Holding
Company Act and the Federal Reserve Board’s ragoigta bank holding company and its subsidianiegpeohibited from engaging in certain
tie-in arrangements in connection with any extemsibcredit or provision of credit or provision afly property or services. The so-called “anti-
tie-in” provisions state generally that a bank mayextend credit, lease, sell property or furr@is service to a customer on the condition that
the customer provide additional credit or servizegd, to Customers Bank or to any other subsidiagn the condition that the customer not
obtain other credit or service from a competitaxstomers Bank, or any other subsidiary.

The Federal Reserve Board permits bank holding eoilep to engage in non-banking activities so cjosgated to banking or managing or
controlling banks as to be a proper incident tleer&tnumber of activities are authorized by Fed®eaderve Board regulation, while other
activities require prior Federal Reserve Board appit The types of permissible activities are sciije change by the Federal Reserve Board.
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ltem 1A.  Risk Factors
Risks Related to the Bancorp’s Banking Operations
If our allowance for loan losses is insufficient tabsorb losses in our loan portfolio, our earningsuld decrease

Lending money is a substantial part of our busingsd each loan carries a certain risk that it moll be repaid in accordance with its terms or
that any underlying collateral will not be suffioteto assure repayment. This risk is affected bygrag other things:

. the financial condition and cash flows of the bereo and/or the project being financi

. the changes and uncertainties as to the future\adlthe collateral, in the case of a collateraikan;

. the discount on the loan at the time of its actjoisiand capital, which could have regulatory irogtions;
. the duration of the loal

. the credit history of a particular borrower; ¢

. changes in economic and industry conditic

At December 31, 2013, the Bancargillowance for loan losses totaled $24.0 millishich represents 1.00% of total loans not coveretbuthe
Loss Sharing Agreements with the FDIC. Managemeakas various assumptions and judgments about tleetedility of our loan portfolio,
including the creditworthiness of our borrowers évahs covered under the Loss Sharing Agreemeatsliti not exhibit evidence of
deterioration in credit quality on the acquisitidete and the probability of making payment, as aglihe value of real estate and other assets
serving as collateral for the repayment of manguwfloans. Loans covered under the Loss Sharingekgents totaled $66.7 million at
December 31, 2013. In determining the amount oatlwevance for loan losses, significant factorssidered include loss experience in
particular segments of the portfolio, trends ansbhlie levels of classified and criticized loamentls and absolute levels in delinquent loans,
trends in risk ratings, trends in industry chardfs-by particular segments and changes in exigigreral economic and business conditions
affecting our lending areas and the national ecgndfour assumptions are incorrect, our allowafuzdoan losses may not be sufficient to
cover losses inherent in our loan portfolio, reaglin additions to the allowance.

Management reviews and re-estimates the allowarrdedn losses quarterly. Additions to our allowaufiar loan losses as a result on
managements review and estimate could materiatlyedse net income. Our regulators, as an integrabptheir examination process,
periodically review our allowance for loan lossesl anay require us to increase our allowance far loases by recognizing additional
provisions for loan losses charged to expense& detrease our allowance for loan losses by rezognioan charge-offs, net of recoveries. Any
such additional provisions for loan losses or chanffs, as required by these regulatory agencagdddave a material adverse effect on our
financial condition and results of operations.

Our emphasis on commercial, multi-family/commerciadal estate and mortgage warehouse lending mayosepus to increased lending risks.

We intend to continue emphasizing the originatibnammercial loans and specialty loans, includimanis to mortgage banking businesses.
Commercial and multi-family/commercial real estat@ns generally expose a lender to greater ristonfpayment and loss than one- to four-
family residential mortgage loans because repaywiethe loans often depends on the successful iperaf a business or property and the
borrower’s cash flows. Such loans typically involaeger loan balances to single borrowers or graipslated borrowers compared to one- to
four-family residential mortgage loans. In additismce such loans generally entail greater creskitthan one- to four-family residential
mortgage loans, we may need to increase our alloavior loan losses in the future to account foingnease in probable credit losses associated
with such loans. Also, we expect that many of mmmercial borrowers will have more than one loats@unding with us. Consequently, an
adverse development with respect to one loan ocoedt relationship can expose us to a signifigagteater risk of loss compared to an adv
development with respect to a one- to four-famélgidential mortgage loan.

As a lender to mortgage banking businesses, wed&dinancing to mortgage bankers by purchasingjesti to resale under a master repurchase
agreement, the underlying residential mortgages simort-term basis pending the ultimate sale oftbggages to investors. We are subject to
the risks associated with such lending, includimg,not limited to, the risks of fraud, bankruptoyd possible default by the borrower, closing
agents, and the residential borrower on the unishgrimortgage, any of which could result in credgdes. The risk of fraud associated with this
type of lending includes, but is not limited tottkement process risks, the risk of financing nastext loans or fictitious mortgage loan
transactions, or the risk that collateral deliveseffaudulent or non-existent, creating a riskosk of the full amount financed on the underlying
residential mortgage loan, or in the settlementg@sses. As discussed in Note 21 — “LOSS CONTINGEN@YMarch 2013, a suspected fraud
was discovered in the Bank’s loans heldgate portfolio. Additional fraudulent transactiamuld have a material adverse effect on our firel
condition and results of operations.
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Our lending to mortgage businesses is a signifiparttof our assets and earnings. This businessbiect to cyclicality of the mortgage lending
business, and volumes are likely to decline ifresérates increase, generally. A decline in the sdgrowth, volume or profitability of this
business unit, or a loss of its leadership coulceeskly affect our results of operations and finanmondition.

Decreased residential mortgage origination, voluraed pricing decisions of competitors may adversaffect our profitability.

The Bank currently operates a residential mortdesgeking business but plans to expand our originatiale, and servicing of residential
mortgage loans in the future. Changes in marketeast rates and pricing decisions by our loan caitope may adversely affect demand for our
residential mortgage loan products, the revenueegbon the sale of loans and revenues receied $ervicing such loans for others, and
ultimately reduce our net income. New regulationsreased regulatory reviews, and/or changes isttiueture of the secondary mortgage
markets which we would utilize to sell mortgagerieanay be introduced and may increase costs and inadore difficult to operate a
residential mortgage origination business.

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

On December 23, 2008, the Federal Home Loan Barlittsburgh (“FHLB”) announced that it would volanty suspend the payment of
dividends and the repurchase of excess capitét statd further notice. The FHLB announced at ttiate that it expected its ability to pay
dividends and add to retained earnings to be sogmifly curtailed due to low short-term intereses an increased cost of maintaining liquidity,
other than temporary impairment charges, and cainstil access to debt markets at attractive rathde e FHLB resumed payment of
dividends and capital stock repurchases in 20J#tatastock repurchases from member banks areweden a quarterly basis by the FHLB,
and there is no guarantee that such dividends gpitht stock repurchases will continue in the fatuks of December 31, 2013, we held $32.1
million of FHLB capital stock.

The fair value of our investment securities can fitwate due to market conditions. Adverse econongd@rmance can lead to adverse secu
performance and othe-than-temporary impairment.

As of December 31, 2013, the fair value of our giweent securities portfolio was approximately $897illion. We have historically followed a
conservative investment strategy, with concentnatio securities that are backed by governmentsped enterprises. In the future, we may
seek to increase yields through more aggressiategies, which may include a greater percentagerpiorate securities, structured credit
products or non-agency mortgage backed securt@sors beyond our control can significantly influe the fair value of securities in our
portfolio and can cause potential adverse chamgtisetfair value of these securities. These fadtmiside, but are not limited to, rating agency
actions in respect of the securities, defaultshieyissuer or with respect to the underlying selestiatnd changes in market interest rates and
continued instability in the capital markets. Arfytteese factors, among others, could cause otlaertémporary impairments and realized an
unrealized losses in future periods and declineghiar comprehensive income, which could have @rahiadverse effect on us. The process for
determining whether impairment of a security iseotthan-temporary usually requires complex, suljegudgments about the future financial
performance and liquidity of the issuer and anyatetal underlying the security in order to asshssprobability of receiving all contractual
principal and interest payments on the security.

Changes to estimates and assumptions made by maneagein preparing financial statements could advelg affect the Bancorp’s business,
operating results, reported assets and liabilitiiaancial condition, and capital levels.

Changes to estimates and assumptions made by nma@aigi@ connection with the preparation of the Reipts consolidated financial stateme
could adversely affect the reported amounts oftass®l liabilities and the reported amounts of imne@nd expenses. The preparation of the
Bancorp’s consolidated financial statements reguinanagement to make certain critical accountitigyates and assumptions that could affect
the reported amounts of assets and liabilitiesthadeported amounts of income and expense durengeporting periods. For example, as of
December 31, 2013, the Bancorp reported $10.0amillis a receivable from the FDIC pursuant to aeftas sharing arrangements. This am
was derived using management’s best estimate afoteq future cash flows based on recent performandexpectations of future performance
of the covered portfolio. To the extent the coveasglets perform better than expected, the Bancaypnot be able to collect all, or a portion of,
the receivable balance reported as of Decembe2@B. In the event the covered assets performrlibtia originally estimated at the time of
acquisition, the Bancorp could be required to reirb all, or a portion of, its discounted purchasee to the FDIC. Further information
regarding the FDIC loss sharing receivable, andragiscounting policies subject to significant judgrhand estimates, is included in
“Management’s Discussion and Analysis - CriticacAanting Policies.” Changes to management’s assangor estimates could materially
and adversely affect the Company’s business, dpgregsults, reported assets and liabilities, fai@ncondition, and capital levels.
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Changes in accounting standards and policies candifficult to predict and can materially impact howe record and report our financial
results.

Our accounting policies and methods are fundamémtabw we record and report our financial conditamd results of operations. From time to
time, the FASB or the SEC changes the financiabawting and reporting standards or the policiesdbaern the preparation of our financial
statements. These changes can be difficult to gradd can materially impact how we record and mteqar financial condition and results of
operations. We could be required to apply new aisesl guidance retrospectively, which may resutharevision of prior period financial
statements by material amounts. The implementatiorew or revised accounting guidance could haweterial adverse effect on our financial
results or net worth.

We may not be able to meet the cash flow requiretaei our loan funding obligations, deposit withdnals or other business needs unless
maintain sufficient liquidity.

Customers Bank must maintain sufficient liquidityfind its balance sheet growth in order to be ab#iccessfully grow our revenues, make
loans and to repay deposit and other liabilitiethag become due or are demanded by customerswbhisl require us to seek third party
funding or other sources of liquidity. This liquigican be gathered in both wholesale and non-whlddanding markets. Our historical asset
growth has been funded with various forms of dep@sid wholesale funding which is defined as wtaléedeposits (primarily certificates of
deposit and money market deposit accounts) andwed funds (FHLB advances, Federal advances anet&ddnd line borrowings).
Wholesale funding at December 31, 2013 represexgptbximately 20.8% of total funding compared vétiproximately 24.0% at December
2012. Wholesale funding generally costs more theposdits generated from our traditional branch systad is subject to certain practical limits
such as the FHLB’s maximum borrowing capacity andliguidity policy limits. Additionally, regulata might consider wholesale funding
beyond certain points to be imprudent and mighgsagthat future asset growth be reduced or hdhetie absence of wholesale funding
sources, we might need to reduce earning assetlytbvough the reduction of current productiongsalassets, and/or the participating out of
future and current loans. This in turn might redoagefuture net income. The amount loaned to gererally dependent on the value of the
collateral pledged and our financial condition. 3&éenders could reduce the percentages loaneusagarious collateral categories, eliminate
certain types of collateral and otherwise modifygeen terminate their loan programs, particulaslihie extent they are required to do so bec
of capital adequacy or other balance sheet conceriifsfurther disruptions in the capital marketscur. Any change or termination of our
borrowings from the FHLB, the Federal Reserve Baardorrespondent banks would have an adverset effiecur liquidity and profitability.

Downgrades in U.S. Government and federal agenosusities could adversely affect Customers Bancormmahe Bank

The long-term impact of the downgrade of the U.8v&nment and federal agencies from an AAA to ar+A&fedit rating is still uncertain.
However, in addition to causing economic and finanmarket disruptions, the downgrade, and anyreutlowngrades and/or failures to raise
U.S. debt limit if necessary in the future, cowdjong other things, materially adversely affectrtiagket value of the U.S. and other governr
and governmental agency securities owned by CustBank, the availability of those securities akateral for borrowing, and our ability to
access capital markets on favorable terms, asasdihve other material adverse effects on the tipeiaf our business and our financial results
and condition. In particular, it could increaseeneist rates and disrupt payment systems, moneyetsadad long-term or short-term fixed
income markets, adversely affecting the cost amdahility of funding, which could negatively affegrofitability. Also, the adverse
consequences as a result of the downgrade cowddakd the borrowers of the loans the Bank makdsama result, could adversely affect its
borrowers’ ability to repay their loans.

We may not be able to retain a strong core depbaie or other low-cost funding sources.

Customers Bank depends on checking, savings andymoarket deposit account balances and other fofrmgstomer deposits as our primary
source of funding for our lending activities. As@® of our deposits as of December 31, 2013 are deposits, Customers will price its
offerings to ensure high customer retention rateiglivmay increase our costs of funding our busiaeskreduce future profitability. During
2014, $719.6 million of our time deposits contratifumature.

We are working to transition certain of our custosie lower cost traditional banking services ahhi cost funding sources, such as high
interest time deposits, mature. There may be cdtiyeepressures to pay higher interest rates omwsiep which could increase funding costs
compress net interest margins. Customers may anadition to lower yielding savings and investmenoidicts, which could materially and
adversely affect us. In addition, with recent canseabout bank failures, customers have becomescoed about the extent to which their
deposits are insured by the FDIC, particularly conrs that may maintain deposits in excess of @uslimits. Customers may withdraw depo

in an effort to ensure that the amount that theseten deposit with us is fully insured and may pldtem in other institutions or make
investments that are perceived as being more sdeurther, even if we are able to grow and maintaindeposit base, the account and deposit
balances can decrease when customers perceivaatilterinvestments, such as the stock market,@sding a better risk/return tradeoff. If
customers move money out of bank deposits, we dostla relatively low cost source of funds, insieg our funding costs and reducing our
net interest income and net income. A loss of fuoalgd result in lower loan originations, which twmaterially and adversely affect us.
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We may not be able to maintain consistent earnimggprofitability.

Customers Bank and predecessor entities have miadgé which we experienced operating lossedudiag in 2009, portions of 2010 and the
first quarter of 2011. Although we made a profit fite years of 2011, 2012 and 2013, there can lessurance that we will be able to remain
profitable in future periods, or, if profitable ahour overall earnings will remain consistentrarease in the future. Our earnings also may be
reduced by increased expenses associated wittageteassets, such as additional employee compmansapense, and increased interest
expense on any liabilities incurred or deposit&ciet to fund increases in assets. If earningaatarow proportionately with our assets or
equity, our overall profitability may be adversalffected.

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

Our business and operations are sensitive to gamesimess and economic conditions in the UnitedeSt If the U.S. economy experiences
worsening conditions such as a recession, we dmildaterially and adversely affected. Weak econ@analitions may be characterized by
deflation, instability in debt and equity capitahrkets, a lack of liquidity and/or depressed prioethe secondary market for mortgage loans,
increased delinquencies on loans, residential aminercial real estate price declines and lower heaess and commercial activity. Adverse
changes in any of these factors would be detrinhémiaur business. Our business is also signiflgaaffected by monetary and related policies
of the U.S. federal government, its agencies angigwnent-sponsored entities. Adverse changes imogaia factors or US government policies
could have a negative effect on Customers Bancorp.

The geographic concentration in the Northeast anddvAtlantic region makes our business susceptitbedownturns in the local economies
and depressed banking markets, which could matdyiaind adversely affect us.

Our loan and deposit activities are largely baseitié Northeast and Mid-Atlantic regions. As a leswr financial performance depends upon
economic conditions in this region. This region Bagerienced deteriorating local economic condgiionthe past economic cycle and a
downturn in the regional real estate market coalgrhour financial condition and results of openagitbecause of the geographic concentration
of loans within this region and because a largegenge of the loans are secured by real progéthere is decline in real estate values, the
collateral value for our loans will decrease andmbability of incurring losses will increasethe ability to recover on defaulted loans by
selling the underlying real estate will be lessened

Additionally, Customers has made significant inweett in commercial real estate loans. Often inrarnercial real estate transaction, repayr
of the loan is dependent on the property generaitiffiicient rental income to service the loan. Eroit conditions may affect the tenant’s
ability to make rental payments on a timely basig] may cause some tenants not to renew theisleaseh of which may impact the debtor’s
ability to make loan payments. Further, if experasesociated with commercial properties increasmadtiaally, the tenant’s ability to repay, and
therefore the debtor’s ability to make timely Igaayments, could be adversely affected. All of tHaseors could increase the amount of non-
performing loans, increase our provision for loagsks and reduce our net income to service the loan

Our business is highly susceptible to credit risk.

As a lender, we are exposed to the risk that ostiooters will be unable to repay their loans acewydd the contractual terms and that the
collateral securing the payment of their loansuiy) may not be sufficient to assure repayment.rigks inherent in making any loan include
risks with respect to the ability of borrowers épay their loans and, if applicable, the periotim& over which the loan is repaid, risks relating
to proper loan underwriting and guidelines, rigésulting from changes in economic and industry itams, risks inherent in dealing with
individual borrowers and risks resulting from urteetties as to the future value of collateral. anhy, we have credit risk embedded in our
securities portfolio. Our credit standards, procedwand policies are designed to reduce the riskealfit losses to a low level, but may not
prevent us from incurring substantial credit losses

Additionally, we may restructure originated or aicgd loans if we believe the borrowers are expeii@nproblems serving the debt pursuant to
current terms and we believe the borrower is likelfully repay their restructured obligations. Wiay also be subject to legal or regulatory
requirements for restructured loans. With respeeestructured loans, we may grant concessionsritowers experiencing financial difficulties
in order to facilitate repayment of the loan by fdduction of the stated interest rate for the iaimng life of the loan to lower than the current
market rate for new loans with similar risk or é&tension of the maturity date.

We depend on our executive officers and key persaria implement our strategy and could be harmedthg loss of their services.

We believe that the implementation of our strateglydepend in large part on the skills of our extdee management team and our ability to
motivate and retain these and other key persoAgebrdingly, the loss of service of one or moreof executive officers or key personnel cc
reduce our ability to successfully implement owwgth strategy and materially and adversely affsctieadership changes will occur from time
to time, and if significant resignations occur, mray not be able to recruit additional qualifiedgmemel. We believe our executive management
team possesses valuable knowledge about the bainkingtry and that their knowledge and relationsiwpuld be very difficult to replicate.
Although our Chief Executive Officer, Presidentda@hief Financial Officer have entered into empleyptiagreements with us, it is possible
they may not complete the term of their employnagreement or may choose not to renew it upon eiquiraOur success also depends on the
experience of our branch
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managers and lending officers and on their relatigps with the customers and communities they sdive loss of these key personnel could
negatively impact our banking operations. The tifdeey senior personnel, or the inability to retand retain qualified personnel in the future,
could have a material adverse effect on us.

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

Consumer and commercial banking is highly competitOur markets contain a large number of commuanity regional banks as well as a
significant presence of the country’s largest comuiaébanks. We compete with other state and natifinancial institutions, including savings
and loan associations, savings banks and credihanfor deposits and loans. In addition, we compath financial intermediaries, such as
consumer finance companies, mortgage banking coegansurance companies, securities firms, midtuweals and several government
agencies, as well as major retailers, in providiagous types of loans and other financial serviSgsne of these competitors may have a long
history of successful operations in our marketsatgr ties to local businesses and more expanaivdry relationships, as well as better
established depositor bases. Competitors may als® dreater resources and access to capital angasagss other advantages such as
operating more ATMs and conducting extensive présnal and advertising campaigns or operating a rdexeloped Internet platform.
Competitors may also exhibit a greater tolerancei$tt and behave more aggressively with respeptiting in order to increase their market
share.

The financial services industry could become everencompetitive as a result of legislative, reqaatand technological changes and contir
consolidation. Increased competition among findrsgavices companies due to the recent consolidatfi@ertain competing financial

institutions may adversely affect our ability tonket our products and services. Technological acksihave lowered barriers to entry and made
it possible for banks to compete in our market wittha retail footprint by offering competitive rates well as non-banks to offer products and
services traditionally provided by banks. Our &pito compete successfully depends on a numbexcbddifs, including, among others:

. the ability to develop, maintain and build upond-term customer relationships based on high quadéysonal service
effective and efficient products and services, tatiical standards and safe and sound as

. the scope, relevance and competitive pricing oflpets and services offered to meet customer neebldemands

. the ability to provide customers with maximum comie@ace of access to services and availability okbvey representative
. the ability to attract and retain highly qualifiethployees to operate our busine

. the ability to expand our market positic

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

. the ability to operate our business effectively effitiently.
Failure to perform in any of these areas couldiB@mtly weaken our competitive position, whichutth materially and adversely affect us.

Like other financial services institutions, our assand liability structures are monetary in natur&uch structures are affected by a variety
factors, including changes in interest rates, whiclan impact the value of financial instruments hely us.

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

Our earnings and cash flows largely depend upofetred of our net interest income, which is thefetiénce between the interest income we earn
on loans, investments and other interest earnisgtgisand the interest we pay on interest beasbdities, such as deposits and borrowings.
Because different types of assets and liabilitiag neact differently and at different times to neriterest rate changes, changes in interest
can increase or decrease our net interest incorhen\iiterest-bearing liabilities mature or reprieere quickly than interest earning assets in a
period, an increase in interest rates would redieténterest income. Similarly, when interest eagrassets mature or reprice more quickly, and
because the magnitude of repricing of interestiegrassets is often greater than interest beaiabgities, falling interest rates would reduce net
interest income.
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Accordingly, changes in the level of market intéreses affect our net yield on interest earnirgetssand liabilities, loan and investment
securities portfolios and our overall results. Giemin interest rates may also have a significapttt on any future loan origination revenues.
Changes in interest rates also have a significap&ct on the carrying value of a significant petage of the assets, both loans and investment
securities, on our balance sheet. We may incuridehe future and that debt may also be sensitiveterest rates and any increase in interest
rates could materially and adversely affect uerbdt rates are highly sensitive to many factoyshe our control, including general economic
conditions and policies of various governmental sglilatory agencies, particularly the Federal ReséAdverse changes in the Federal
Reserve's interest rate policies or other changesanetary policies and economic conditions coutdemally and adversely affect us.

We are dependent on our information technology atetecommunications systems and third-party servigeand systems failures,
interruptions or breaches of security could haveraaterial adverse effect on us.

Our business is highly dependent on the succeastulininterrupted functioning of our informatiochaology and telecommunications systems
and third-party servicers. We outsource many ofmajor systems, such as data processing, loarcsgnand deposit processing systems. The
failure of these systems, or the termination dfiedtparty software license or service agreementbich any of these systems is based, could
interrupt our operations. Because our informatemhhology and telecommunications systems intesatteand depend on third-party systems,
we could experience service denials if demanddohservices exceeds capacity or such third-pgetems fail or experience interruptions. If
significant, sustained or repeated, a system faiurservice denial could compromise our abilitpperate effectively, damage our reputation,
result in a loss of customer business, and/or stibgeto additional regulatory scrutiny and possiiancial liability, any of which could have a
material adverse effect on us.

In addition, we provide our customers with the it bank remotely, including online, over thedmet and over the telephone. The secure
transmission of confidential information over timéelrnet and other remote channels is a criticahete of remote banking. Our network coulc
vulnerable to unauthorized access, computer viryggshing schemes and other security breachesn®lyebe required to spend significant
capital and other resources to protect againghiieat of security breaches and computer viruges, alleviate problems caused by security
breaches or viruses. To the extent that our aiesvdr the activities of our customers involve sharage and transmission of confidential
information, security breaches and viruses couftbsg us to claims, regulatory scrutiny, litigateord other possible liabilities. Any inability to
prevent security breaches or computer viruses astiicause existing customers to lose confidanoeai systems and could materially and
adversely affect us.

Additionally, financial products and services h&meome increasingly technology-driven. Our abtiityneet the needs of our customers
competitively, and in a cost-efficient manner, é&edndent on the ability to keep pace with techriocd@dvances and to invest in new
technology as it becomes available. Certain congustinay have greater resources to invest in tdogp@nd may be better equipped to market
new technology-driven products and services. Tlilgyato keep pace with technological change is artpnt, and the failure to do so could have
a material adverse impact on our business andftiieren our financial condition and results of gEms.

Loss of, or failure to adequately safeguard, cordittial or proprietary information may adversely &t the Bancor’s operations, net income
or reputation.

The Bancorp regularly collects, processes, tramssamt stores significant amounts of confidentifdrimation regarding its customers, employ
and others. This information is necessary for thadact of the Bancorp’s business activities, intlgdhe ongoing maintenance of deposit, loan,
investment management and other account relatipsigbi our customers, and receiving instructiors affecting transactions for those
customers and other users of the Bancorp’s produnctservices. In addition to confidential inforfoatregarding its customers, employees and
others, the Bancorp compiles, processes, transmitstores proprietary, non-public information eming its own business, operations, plans
and strategies. In some cases, this confidentigtaprietary information is collected, compiledppessed, transmitted or stored by third parties
on behalf of the Bancorp.

Information security risks have generally increaseecent years because of the proliferation @f technologies and the increased
sophistication and activities of perpetrators dieryattacks. A failure in or breach of the Bancemperational or information security systems,
or those of the Bancorp’s third-party service pdevs, as a result of cyber-attacks or informatiegusty breaches or due to employee error,
malfeasance or other disruptions could adversédctbur business, result in the disclosure or s@saf confidential or proprietary information,
damage our reputation, increase our costs andésedasses. As a result, cyber security and theéneed development and enhancement of the
controls and processes designed to protect thedBalssystems, computers, software, data and nkssosm attack, damage or unauthorized
access remain a priority for the Bancorp.

If this confidential or proprietary information weto be mishandled, misused or lost, the Bancanfildme exposed to significant regulatory
consequences, reputational damage, civil litigasiod financial loss. Mishandling, misuse or los¢hif confidential or proprietary information
could occur, for example, if the confidential ooprietary information were erroneously provideghésties who are not permitted to have the
information, either by fault of the systems or eaygles of the Bancorp, or the systems or
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employees of third parties which have collectedngited, processed, transmitted or stored the indtion on the Bancorp’s behalf, where the
information is intercepted or otherwise inapprogliataken by third parties or where there is &ufaior breach of the network, communications
or information systems which are used to colleatpile, process, transmit or store the information.

Although the Bancorp employs a variety of physipabcedural and technological safeguards to prétéstonfidential and proprietary
information from mishandling, misuse or loss, theafeguards do not provide absolute assurancenibhindling, misuse or loss of the
information will not occur, or that if mishandlingiisuse or loss of the information did occur, thegents would be promptly detected and
addressed. Additionally, as information securigksi and cyber threats continue to evolve, the Banoay be required to expend additional
resources to continue to enhance its informaticoriély measures and/or to investigate and remediateénformation security vulnerabilities.

Our directors and executive officers can influentlee outcome of shareholder votes and, in some caseareholders may not have the
opportunity to evaluate and affect the investmemictsion regarding a potential investment or acqtiish transaction.

As of December 31, 2013, the directors and exeeutificers of Customers Bancorp as a group ownetbhof 1,680,588 shares of Voting
Common Stock and exercisable warrants to purchase an additional 318,961 shares of Voting Comi@totk, which potentially gives them,
as a group, the ability to control approximatel® % of the issued and outstanding Voting Common Stickddition, directors of Customers
Bank who are not directors of Customers Bancorp awadditional 207,625 shares of Voting Common St exercisable options or warre
to purchase up to an additional 12,324 shares thy&€ommon Stock, which if combined with the diggs and officers of Customers Bancorp,
potentially gives them, as a group, the abilitgdatrol approximately 9.0% of the issued and ontiiteg Voting Common Stock. We believe
ownership of stock causes directors and officetsatge the same interests as shareholders, babigales them the ability to vote as
shareholders for matters that are in their persiotelest, which may be contrary to the wishestb&oshareholders. Shareholders will not
necessarily be provided with an opportunity to eatd the specific merits or risks of one or morgdainstitutions. Any decision regarding a
potential investment or acquisition transactior iaé made by our board of directors. Except intiéaicircumstances as required by applicable
law, consummation of an acquisition will not reguihe approval of holders of Voting Common Stockcdrdingly, the shareholder may not
have an opportunity to evaluate and affect thestment decision regarding potential investmentguasition transactions.

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

We regularly evaluate opportunities to strength@nooirrent market position by acquiring and inuegiin banks and in other complementary
businesses, or opening new branches, and whenpajgieoopportunities arise, subject to regulatquyraval, we plan to engage in acquisitions
of other businesses and in opening new branches. tBansactions could, individually or in the aggte, have a material effect on our opers
results and financial condition, including shortddong-term liquidity. Our acquisition activitiesald be material to our business. For example,
we could issue additional shares of Voting CommimelSin a purchase transaction, which could ditutgrent shareholders’ value or ownership
interest. These activities could require us toaisabstantial amount of cash, other liquid assetfoaincur debt. In addition, if goodwill
recorded in connection with acquisitions were deteed to be impaired, then we would be requirecttmgnize a charge against our earnings,
which could materially and adversely affect ounttssof operations during the period in which tirpairment was recognized. Our acquisition
activities could involve a number of additionakssincluding the risks of:

. incurring time and expense associated with ideingf\and evaluating potential acquisitions and niagjag the terms ¢
potential transactions, resulting in our attenti@ng diverted from the operation of our existinginess

. using inaccurate estimates and judgments to ewatuatit, operations, management and market rigtksrespect to the targ
institution or assets

. being potentially exposed to unknown or continditiilities of banks and businesses we acqt

. being required to expend time and expense to iateghe operations and personnel of the combinsithésses
. experiencing higher operating expenses relatia&rating income from the new operatic

. creating an adverse sh-term effect on our results of operatio

. losing key employees and customers as a result atquisition that is poorly received; ¢

. incurring significant problems relating to the cersion of the financial and customer data of th#&yebeing acquired into ot
financial and customer product syste!

Additionally, in evaluating potential acquisitiopmortunities we may seek to acquire failed banksuph FDIC-assisted acquisitions. While the
FDIC may, in such acquisitions, provide assistanaaitigate certain risks, such as sharing in expo$o loan losses, and providing
indemnification against certain liabilities, of tfadled institution, we may not be able to accusaéstimate our potential exposure to loan losses
and other potential liabilities, or the difficuldf integration, in acquiring such institutions.
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Depending on the condition of any institutions ssets that are acquired, any acquisition may aat la the near term, materially adversely a
our capital and earnings and, if not successfualiggrated following the acquisition, may continadave such effects. We cannot assure yot
we will be successful in overcoming these riskamy other problems encountered in connection wetidpng or potential acquisitions. Our
inability to overcome these risks could have aressty effect on levels of reported net income, retur equity and return on assets, and the
ability to achieve our business strategy and meimtearket value.

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

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

. fully integrate, and to integrate successfully, tih@nches acquired into bank operatic

. limit the outflow of deposits held by new customiershe acquired branches and to successfullyretiadl manage inter.-
earning assets (loans) acquired in F-assisted acquisition

. retain existing deposits and to generate new igl-earning assets in the geographic areas previoeshed by the acquire
banks;

. effectively compete in new markets in which we da previously have a presen

. successfully deploy the cash received in the [-assisted acquisitions into assets bearing suftigiéigh yields without
incurring unacceptable credit or interest rate;|

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

. retain and attract the appropriate personnel tbtsim acquired branches; a

. earn acceptable levels of interest and-interest income, including fee income, from theuaed bank

As with any acquisition involving a financial instiion, particularly one involving the transferafarge number of bank branches (as is often the
case with FDIC-assisted acquisitions), there malitpeer than average levels of service disruptitbaswould cause inconveniences or
potentially increase the effectiveness of compdiimgncial institutions in attracting our customdrgegrating the acquired branches could
present unique challenges and opportunities beasubke nature of the transactions. Integrationrefwill also likely divert our management’s
attention and resources. It is not known whethemillebe able to integrate acquired branches swsfabg, and the integration process could
result in the loss of key employees, the disruptibangoing business or inconsistencies in stargjaahtrols, procedures and policies that
adversely affect our ability to maintain relatioipshwith clients, customers, depositors and emm@sye to achieve the anticipated benefits o
FDIC-assisted acquisitions. We may also encountexpected difficulties or costs during integratibat could materially adversely affect our
earnings and financial condition. Additionally, wey be unable to compete effectively in the maakeas previously served by the acquired
branches or to manage any growth resulting fromd-88sisted acquisitions effectively.

Our willingness and ability to grow acquired braesliollowing FDIC-assisted acquisitions dependereral factors, most importantly the
ability to retain certain key personnel that westar transfer in connection with FDIC-assisted #gitjons. Our failure to retain these employees
could adversely affect the success of FDIC-assitedisitions and our future growth.

Our ability to continue to receive benefits of oubss Sharing Agreements with the FDIC is conditiahe&pon compliance with certain
requirements under the Purchase and Assumption Agrents.

Pursuant to the Purchase and Assumption Agreemensigned in connection with our FDIC-assisted &itjons of USA Bank and ISN Bank
(“Purchase and Assumption Agreements”), we ardémeficiary of loss sharing arrangements with théCHthe “Loss Sharing Agreements”)
that call for the FDIC to fund a portion of its &% on a majority of the assets acquired in coiomeatith the transactions. Our ability to recover
a portion of losses and retain the loss sharingeption is subject to compliance with certain regients imposed on us in the Purchase and
Assumption Agreements. The requirements of the Sbssing Agreements relate primarily to loan séngcstandards concerning the assets
covered by the Loss Sharing Agreements (the “CalvAssets”), as well as obtaining the consents@fDIC to engage in certain corporate
transactions that may be deemed under the agregtoertinstitute a transfer of the loss sharing fisn&or example, FDIC approval will be
required for any merger we undertake that wouldltés the pre-merger shareholders of such entitging less than sixty-six and two/thirds
percent (66.66%) of the equity of the survivingitgnt

As the loan servicing standards evolve, we may rspee difficulties in complying with the requirente of the Loss Sharing Agreements,
which could result in Covered Assets losing somallasf their loss sharing coverage. In accordanmite the terms of
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the Loss Sharing Agreements, we are subject tdsabgithe FDIC through its designated agent. Thaired terms of the Loss Sharing
Agreements are extensive and failure to comply waith of the guidelines could result in a specifisat or group of assets losing their loss
sharing coverage.

In such instances in which the consent of the FiBI@quired under the Purchase and Assumption Aggats, the FDIC may withhold its
consent to such transactions or may conditionatsent on terms that we do not find acceptablereTt@n be no assurance that the FDIC will
grant its consent or condition its consent on teftras we find acceptable. If the FDIC does not gisnconsent to a transaction we would like to
pursue, or conditions its consent on terms thatlevaot find acceptable, this may cause us notga@®in a corporate transaction that might
otherwise benefit shareholders or to pursue su@dmaaction without obtaining the FDIC’s conserttjol could result in termination of the Loss
Sharing Agreements with the FDIC.

FDIC-assisted acquisition opportunities may not becomaikable and increased competition may make it mditficult for us to bid on failec
bank transactions on terms considered to be acchlgta

Our near-term business strategy includes considaraf potential acquisitions of failing banks thila¢ FDIC plans to place in receivership. The
FDIC may not place banks that meet our strategieatiies into receivership. Failed bank transactiare attractive opportunities in part bece

of loss sharing arrangements with the FDIC thatt lihe acquirer’s downside risk on the purchaseah Iportfolio and, apart from our assumption
of deposit liabilities, we have significant diséoetas to the non-deposit liabilities that we assum addition, assets purchased from the FDIC
are marked to their fair value and in many caseetfs little or no addition to goodwill arisingpfn an FDIC-assisted acquisition. The bidding
process for failing banks could become very contipetiand the increased competition may make itendhifficult for us to bid on terms we
consider to be acceptable. Further, all FDIC-asgiatquisitions would require us to obtain applieabgulatory approval.

If we do not open new branches as planned, or do achieve targeted profitability on new branchegreings may be reducet

We plan to open approximately four to six new brescannually for the next several years in andrat@ur target markets of southeastern
Pennsylvania, New Jersey, New York, Maryland, Caticet, Virginia and Delaware. These plans may deahe opening of new branches is
subject to regulatory approvals. We cannot pregdiether the banking regulators will agree with growth plans or if or when they will provir
the necessary branch approvals. Numerous factaotslmate to the performance of a new branch, ssdhe ability to select a suitable location,
competition, our ability to hire and retain quadipersonnel, and the effectiveness of our markstimtegy. It takes time for a new branch to
generate significant deposits and loan volume figebExpenses, some of which, like salaries andpatcy expense, are relatively fixed costs.
The initial cost, including capital asset purchag@seach new branch to open would be in a rafig@proximately $200,000 to $250,000.
Additionally, there can be no assurance that arthede new branches will ever become profitableirguthe period of time before a branch can
become profitable, operating a branch will negdyiapact net income.

To the extent that we are unable to increase lodimough organic loan growth, we may be unable tocsessfully implement our growth
strategy, which could materially and adversely affess.

In addition to growing our business through strategquisitions, we also intend to grow our businsough organic loan growth. While loan
growth has been strong and our loan balances hawesised over the past two fiscal years, mucheo2@12 growth came from our warehouse
lending business and 2013 loan growth came fronti+fauhily and commercial real estate lending. & thank is unsuccessful with diversifying
its loan originations or if we do not grow the exig business lines, our results of operationsfarahcial condition could be negatively
impacted.

We may not be able to effectively manage our grawth

Our future operating results and financial condititepend to a large extent on our ability to susfcdly manage our rapid growth. Our rapid
growth has placed, and it may continue to plagmitant demands on our operations and manageMérather through additional acquisitions
or organic growth, our current plan to expand aisitess is dependent upon our ability to:

» continue to implement and improve our operatioo@dit underwriting and administration, financetcounting, enterprise ri
management and other internal and disclosure dergimal processes and our reporting systems andgures in order to manage a
growing number of client relationshig

« comply with changes in, and an increasing numbgdaufs, rules and regulations, including thoseryf mational securities exchan
on which any of our securities become lisi

» scale our technology and other syst’ platforms;
e maintain and attract appropriate staffing; i

» support our asset growth with adequate depositglifig and liquidity to maintain our net interestrgias and meet our custom’
and regulator’ liquidity requirements
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We may not successfully implement improvementstantegrate, our management information and cosgstems, credit underwriting and
administration, internal and disclosure controfg] procedures and processes in an efficient offimanner and may discover deficiencies in
existing systems and controls. In particular, amtmols and procedures must be able to accommadadterease in loan volume in various
markets and the infrastructure that comes with bamking centers and banks. Our growth strategydnagrt management from our existing
business and may require us to incur additiona¢edjures to expand our administrative and opearatimfrastructure and, if we are unable to
effectively manage and grow our banking franchiseluding to the satisfaction of our regulators, @eeld be materially and adversely affected.
In addition, if we are unable to manage our curesrt future expansion in our operations, we magegpce compliance, operational and
regulatory problems and delays, have to slow oue d growth or even stop our market and produpaegion, or have to incur additional
expenditures beyond current projections to supparh growth, any one of which could materially adgersely affect us. If we experience
difficulties with the development of new businestaties or the integration process of acquiredibasses, the anticipated benefits of any
particular acquisition may not be realized fully,ab all, or may take longer to realize than expecAdditionally, we may be unable to recognize
synergies, operating efficiencies and/or expectfits within expected timeframes and cost prajast or at all. We also may not be able to
preserve the goodwill of an acquired financialitngibn. Our growth could lead to increases in legial, audit, administrative and financial
compliance costs, which could materially and adsgraffect us.

We may not be able to fund our asset growth andfpability unless we also are able to increase aleposit base sufficiently.

We need adequate funding and liquidity for us teticwme to increase our earning assets and revemaet provide sufficient liquidity to meet
fluctuations in our business volumes and to regpodit and other liabilities as these mature owdrd his liquidity can be gathered in both
wholesale and non-wholesale funding markets. Csgtagowth over the past few years has been fuwitbdrarious forms of deposits and
wholesale funding, including brokered and wholesiabe deposits, FHLB advances, and Federal fumgsdorrowings. Wholesale funding at
December 31, 2013 represented approximately 20f&%tad funding compared with approximately 24.0¢®acember 31, 2012. Our loan to
deposit ratio was 108.5% at December 31, 2013 4BB% at December 31, 201%/holesale funding can cost more than deposits géster
from our traditional branch system and customexti@iships and is subject to certain practicaltBrsiich as our liquidity policy limits, our
available collateral for FHLB borrowings capacityda-ederal funds line limits with our lenders. Adafially, regulators consider wholesale
funding beyond certain points to be imprudent anghirsuggest that future asset growth be reducéalted. In the absence of appropriate
levels and mix of funding, we might need to redeaening asset growth through the reduction of ctippeoduction, sales of loans and/or the
of participation interests in future and curreraris. This might reduce our future growth and nedrine.

The amount loaned to us is generally dependert@ralue of the eligible collateral pledged andfmancial condition. These lenders could
reduce the percentages loaned against variousezall@gategories, eliminate certain types of cetidtand otherwise modify or even terminate
their loan programs, or if further disruptions lne tcapital markets occur. Any change or terminatioour borrowings from the FHLB or
correspondent banks could have an adverse effemtigprofitability and financial condition, incluaty liquidity.

We may not be able to develop and retain a stroogeaeposit base and other low-cost, stable fundsogrces.

We expect to depend on customer deposits as aaaprisource of funding for our lending activiti€ur future growth will largely depend on
our ability to retain and grow a strong, low-cospdsit base. Because 38.0% of our deposit badelrerember 31, 2013 is time deposits, it may
prove harder to maintain and grow our deposit izee would otherwise be the case, especially simoey of these currently pay interest at
above-market rates. As of December 31, 2013, $7hélien (63.9%) of our total time deposits are adbled to mature through December 31,
2014. We are working to transition certain of oustomers to lower cost traditional bank depositsigser cost funding, such as time deposits,
mature. If interest rates increase, whether duwhamges in inflation, monetary policy, competitmrother factors, we would expect to pay
higher interest rates on deposits, which woulddase our funding costs and compress our net ihtagagins. We may not succeed in moving
our deposits to lower yielding savings and trareastproducts, which could materially and adverséfgct us. In addition, with concerns about
bank failures over the past several years andrtti@tthe FDIC’s noninterest transaction deposérgatee program on December 31, 2012,
customers, particularly those who may maintain dpdan excess of insured limits, have become awmckabout the extent to which their
deposits are insured by the FDIC. Customers maydeaiv deposits to ensure that their deposits wétare fully insured, and may place excess
amounts in other institutions or make investmeimés &re perceived as being more secure and/orrygkding. Further, even if we are able to
maintain and grow our deposit base, deposit batac@e decrease when customers perceive altermatiestments, such as the stock market,
will provide a better risk/return tradeoff. If cogsters move money out of bank deposits, we coukl dolatively low cost source of funds,
increasing our funding costs and reducing ourmterést income and net income. Additionally, anghsless of funds could result in lower loan
originations and growth, which could materially aatVersely affect our results of operations andrf@ial condition, including liquidity.

26



Table of Contents

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

We intend to complement and expand our businegailguing strategic acquisitions of community bagkimnchises and other businesses.
Generally, any acquisition of target financial ingtons, banking centers or other banking assgtsshwill require approval by, and cooperation
from, a number of governmental regulatory agengessibly including the Federal Reserve, the OC&the FDIC, as well as state banking
regulators. In acting on applications, federal agkegulators consider, among other factors:

. the effect of the acquisition on competitic

. the financial condition, liquidity, results of opgions, capital levels and future prospects ofaygicant and the bank(
involved,;

. the quantity and complexity of previously consumeadaacquisitions
. the managerial resources of the applicant andahk(b) involved

. the convenience and needs of the community, inctuthie record of performance under the CommuniipWRstment Ac
(which we refer to in this prospectus as“CRA");

. the effectiveness of the applicant in combating eydaundering activities; ar

. the extent to which the acquisition would resulgjieater or more concentrated risks to the stghufithe United State
banking or financial syster

Such regulators could deny our application baseth@mbove criteria or other considerations, whiclild restrict our growth, or the regulatory
approvals may not be granted on terms that aretaddle to us. For example, we could be requiregbtidbanking centers as a condition to
receiving regulatory approvals, and such a conitiay not be acceptable to us or may reduce thefibehany acquisition.

The success of future transactions will depend air ability to successfully identify and consummadequisitions of banking franchises that
meet our investment objectives. Because of theriséecompetition for acquisition opportunities ande limited number of potential targets,
we may not be able to successfully consummate aitjohs on attractive terms, or at all, that are cessary to grow our business.

Our acquisition history should be viewed in theteahof the recent opportunities available to ua assult of the confluence of our access to
capital at a time when market dislocations of st proportions resulted in attractive asset &itjon opportunities. As conditions change, we
may prove to be unable to execute our acquisiti@iegy, which would materially and adversely dffes. The success of future transactions
depend on our ability to successfully identify amhisummate transactions with target banking framshihat meet our investment objectives.
There are significant risks associated with oulitghid identify and successfully consummate thasguisitions. There are a limited number of
acquisition opportunities, and we expect to encauintense competition from other banking orgamizest competing for acquisitions and also
from other investment funds and entities lookingquire financial institutions. Many of these Bes are well established and have extensive
experience in identifying and consummating acqois#t directly or through affiliates. Many of thesampetitors possess ongoing banking
operations with greater financial, technical, huraad other resources and access to capital thaowehich could limit the acquisition
opportunities we pursue. Our competitors may be tbhchieve greater cost savings, through corsoigl operations or otherwise, than we
could. These competitive limitations give othersadmantage in pursuing certain acquisitions. Iritamg increased competition may drive up
prices for the acquisitions we pursue and makether acquisition terms more onerous, which woudtkenthe identification and successful
consummation of those acquisitions less attra¢tivues. Competitors may be willing to pay more foguaisitions than we believe are justified,
which could result in us having to pay more fomthinan we prefer or to forego the opportunity. Assult of the foregoing, we may be unable
to successfully identify and consummate acquisstion attractive terms, or at all, that are necggdsegrow our business.

We will generally establish the pricing of transas and the capital structure of banking franchisebe acquired by us on the basis of financial
projections for such banking franchises. In gengnaljected operating results will be based orjudgment of our management team. In all
cases, projections are only estimates of futurgltethat are based upon assumptions made antketiat the projections are developed and the
projected results may vary significantly from a¢tesults. General economic, political and marketditions can have a material adverse impact
on the reliability of such projections. In the evdrat the projections made in connection with @egjuisitions, or future projections with respect
to new acquisitions, are not accurate, such inacites could materially and adversely affect us.

We may suffer losses due to minority investmentsther financial institutions or related companies.

From time to time, we may make or consider makimgomity investments in other financial institutioastechnology companies in the financial
services business. If we do so, we may not betabfgluence the activities of companies in which invest, and may suffer losses due to these
activities. Investments in foreign companies cqudde additional risks as a result of distance,Uagg barriers and potential lack of information
(for example, foreign institutions, including fagei financial institutions, may not be obligategtovide as much information regarding their
operations as those in the United States). Ousiment in Religare
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Enterprises Limited (or Religare), which is a daified financial services company and is applyiogd banking license in India, represents such
an investment. There is no assurance of the timirigeligare’s ability to obtain a banking licenadndia, which is important to our anticipated
investment and cross-referral strategy, and thdtsesf this strategy and the levels of new busirsesived from such referrals, cannot be
predicted. These and other factors may resultviretethan-expected returns, or a loss, on our imvest in Religare. We do not expect to receive
any dividends on our investment in Religare sei@itn addition, our investment in Religare may mave the market liquidity needed to rea

a gain or avoid losses on our investment and aspoditions of our Religare common stock or warramy be limited or delayed by market
conditions or the need for regulatory or other appls in India, and the value of our investment bdl subject to fluctuations in the currency
exchange rates between the Indian rupee and thedJafates dollar. On December 31, 2013, we anmolihat our investment in Religare
would be capped at $23.0 million (4.1 million commshares). We had the ability to purchase wartardgsquire up to an additional $28.0
million of Religare stock but decided not to acguine warrants or otherwise increase our holdifiggetigare stock. Our current holdings
represent 2.8% of current outstanding Religareeshar

We will be required to hold capital for United St bank regulatory purposes to support our investitne Religare securities.

Under the newly adopted U.S. capital adequacy rubgh are currently scheduled to be effectivefatanuary 1, 2015, we will have to hold
risk based capital based on the amount of Religamemon stock we own. The impact of the final cdgitlequacy rules is still being evaluated.
Depending upon the implementation of the final W¢&pital adequacy rules, these investments, texttent still held, will be risk weighted
within a range of 100% to 600% of the amount ofithestment. Any capital that is required to bedusesupport our Religare investment will
not be available to support our United States djpersior Customers Bank, if needed.

Some institutions we could acquire may have distexs assets and there can be no assurance that Wéevable to realize the value predict
from these assets or that we will make sufficiembyision for future losses in the value of, or ac@aiely estimate the future wri-downs taker
in respect of, these assets.

Loan portfolios and other assets acquired in traigas may experience increases in delinquenciddamses in the loan portfolios, or in amot
that exceed initial forecasts developed duringdie diligence investigation prior to acquiring thasstitutions. In addition, asset values may be
impaired in the future due to factors that canmwtently be predicted, including deterioration @oromic conditions and subsequent declines in
collateral values and credit quality indicators yAui these events could adversely affect the firmondition, liquidity, capital position and
value of institutions acquired and of our busiress whole. Further, as a registered bank holdingpany, if we acquire bank subsidiaries, they
may become subject to cross-guaranty liability uraggplicable banking law. If we do so and any &f fitregoing adverse events occur with
respect to one subsidiary, they may adversely afber subsidiaries. Asset valuations are estisnaftealue and there is no certainty that we
will be able to sell assets of target institutianshe estimated value, even if it is determineldetdn our best interests to do so. The institistioe
may target may have substantial amounts of asaeted for which there is currently limited or nakegability.

As a result of an investment or acquisition trangem, we may be required to take wi-downs or write-offs, restructuring and impairmeitr
other charges that could have a significant negatigffect on our financial condition and results aperations.

We conduct due diligence investigations of targstiiutions we intend to acquire. Due diligencérige consuming and expensive due to the
operations, accounting, finance and legal profesdgowho must be involved in the due diligence pssc Even if extensive due diligence is
conducted on a target institution with which we rbaycombined, this diligence may not reveal alleriat issues that may affect a particular
target institution, and factors outside our contoolthe control of the target institution, mayelaarise. If, during the diligence process, wetfail
identify issues specific to a target institutiortloe environment in which the target institutiorecgges, we may be forced to later write down or
write off assets, restructure operations or inmydirment or other charges that could result iorémy losses. These charges may also occur if
we are not successful in integrating and managiagperations of the target institution with whieé combine. In addition, charges of this
nature may cause us to violate net worth or otbeeigants to which we may be subject as a resalssdiming preexisting debt held by a target
institution or by virtue of obtaining debt finangin

Resources could be expended in considering or eatihg potential investment or acquisition transaetis that are not consummated, whir
could materially and adversely affect subsequerteatpts to locate and acquire or merge with anotiheisiness.

We anticipate that the investigation of each spetfget institution and the negotiation, draftargd execution of relevant agreements,
disclosure documents and other instruments williregsubstantial management time and attentiorsahdtantial costs for accountants,
attorneys and others. If a decision is made nobtoplete a specific investment or acquisition taatisn, the costs incurred up to that point for
the proposed transaction likely would not be recabke. Furthermore, even if an agreement is reatlating to a specific target institution, we
may fail to consummate the investment or acquisitiansaction for any number of reasons, includiinge beyond our control. Any such event
will result in a loss of the related costs incurradd could result in additional costs or expenséich could materially and adversely affect
subsequent attempts to locate and acquire or métigenother institution and our reported earnings.
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Risks Relating to the Regulation of Our Industry

The enactment of the Dodd-Frank Wall Street Refoand Consumer Protection Act of 2010 may have a mateadverse effect on our
business.

On July 21, 2010, President Obama signed into tenDtodd-Frank Wall Street Reform and Consumer Btiote Act of 2010 (which we refer to
as the “Dodd-Frank Act”), which imposes significaegjulatory and compliance changes. The key effi#fdfse Dodd-Frank Act on our business
are:

. changes to regulatory capital requireme
. exclusion of hybrid securities, including trust fereed securities, issued on or after May 19, 2046 tier 1 capital

. creation of new government regulatory agenciesh(sscthe Financial Stability Oversight Council, erhivill oversee
systemic risk, and the Consumer Financial Protedsioreau, which will develop and enforce rulestfank and non-bank
providers of consumer financial product

. potential limitations on federal preemptic

. changes to deposit insurance assessn

. regulation of debit interchange fees we e

. changes in retail banking regulations, includingeptial limitations on certain fees we may chaaye]

. changes in regulation of consumer mortgage loagiraiion and risk retentiol

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

Some provisions of the Dodd-Frank Act became dffeémmediately upon its enactment. Many provisjdnswvever, still require regulations to
be promulgated by various federal agencies in dalbe implemented, some of which have been prapbge¢he applicable federal agencies.
The provisions of the Dodd-Frank Act may have wmnded effects, which will not be clear until implemtation. The changes resulting from the
Dodd-Frank Act could limit our business activitiesquire changes to certain of our business pestimpose upon us more stringent capital,
liguidity and leverage requirements or otherwiseemally and adversely affect us. These changesatsmyrequire us to invest significant
management attention and resources to evaluatmake any changes necessary to comply with newtstgtand regulatory requirements.
Failure to comply with the new requirements coutmbanaterially and adversely affect us. Any chariggke laws or regulations or their
interpretations could be materially adverse to stees in our Voting Common Stock. For a more dethdescription of the Dodd-Frank Act, see
“Supervision and Regulation — Changes in Laws, Reigms or Policies and the Dodd-Frank Act.”

New regulations could adversely impact our earnindise to, among other things, increased complianosts or costs due to noncompliant

The Consumer Financial Protection Bureau has isauate, effective as of January 14, 2014, desigoethrify for lenders how they can avoid
monetary damages under the Dodd-Frank Act, whichldvioold lenders accountable for ensuring a borrtswability to repay a mortgage. Loz
that satisfy this “qualified mortgage” safe-harkolt be presumed to have complied with the newibib-repay standard. Under the Consumer
Financial Protection Bureau'’s rule, a “qualifiedmgage” loan must not contain certain specifieduess, including but not limited to:

(i) excessive upfront points and fees (those exogedPb of the total loan amount, less “bona fidgcdunt points” for prime loans); (ii) interest-
only payments; (iii) negative-amortization; and) ierms longer than 30 years. Also, to qualify dgualified mortgage,” a borrower’s total
monthly debt service-tarcome ratio may not exceed 43%. Lenders mustwagfy and document the income and financial resesirelied upo
to qualify the borrower for the loan and underwtite loan based on a fully amortizing payment sateednd maximum interest rate during the
first five years, taking into account all applicalhxes, insurance and assessments. The Consuraaci@l Protection Bureau’s rule on qualified
mortgages could limit our ability or desire to malegtain types of loans or loans to certain borrgwer could make it more expensive and/or
time consuming to make these loans, which couleedly impact our growth or profitability.

Additionally, on December 10, 2013, five finandiegulatory agencies, including our primary fedeegjulator, the Federal Reserve, adopted
final rules (the “Final Rules”) implementing the-salled Volcker Rule embodied in Section 13 of Bask Holding
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Company Act, which was added by Section 619 ofxbdd-Frank Act. The Final Rules prohibit bankingitees from, among other things,

(1) engaging in short-term proprietary tradingtfegir own accounts, and (2) having certain ownersiterests in and relationships with hedge
funds or private equity funds (“covered funds”).€Tinal Rules are intended to provide greatertglarith respect to both the extent of those
primary prohibitions and of the related exemptiand exclusions. The Final Rules also require eaghlated entity to establish an internal
compliance program that is consistent with the rebdie which it engages in activities covered byWadcker Rule, which must include (for the
largest entities) making regular reports abouteraxgivities to regulators. Community banks, suEiCastomers Bancorp, have been afforded
some relief under the Final Rules. If such banksesigaged only in exempted proprietary tradingh sisctrading in U.S. government, agency,
state and municipal obligations, they are exemptedy from compliance program requirements. Momeven if a community bank engage
proprietary trading or covered fund activities untte rule, they need only incorporate referenogbé Volcker Rule into their existing policies
and procedures. The Final Rules are effective Aprd014, but the conformance period has been @etefiom its statutory end date of July 21,
2014 until July 21, 2015. Management is currentiglgating the Final Rules, which are lengthy anthitkd.

We operate in a highly regulated environment ancttaws and regulations that govern our operatiomesyporate governance, executive
compensation and accounting principles, or changeghem, or our failure to comply with them, coulehaterially and adversely affect us.

We are subject to extensive regulation, supervjsiod legislation that govern almost all aspectsusfoperations. Intended to protect custorn
depositors and the FDIC’s Deposit Insurance Fumel @I1F") and not our shareholders, these lawsragdlations, among other matters,
prescribe minimum capital requirements, imposetéitions on our business activities, limit the dends or distributions that we can pay, res
the ability of our subsidiary bank to engage ims&ctions with the Company, and impose certainifipaccounting requirements on us that r

be more restrictive and may result in greater diegaharges to earnings or reductions in ourtehfiian GAAP. Compliance with laws and
regulations can be difficult and costly, and chanigelaws and regulations often impose additiopatgliance costs, and may make certain
products impermissible or uneconomic. Our failareamply with these laws and regulations, eveheffailure follows good faith effort or
reflects a difference in interpretation, could gajus to restrictions on our business activitiegytational harm, fines and other penalties, dny o
which could materially and adversely affect us.tkar, any new laws, rules and regulations coulder@mpliance more difficult or expensive
and also materially and adversely affect us.

Our most recent Community Reinvestment Act ratingutd have a negative effect on the Federal Resesweview of certain banking
applications.

In early 2013, our primary federal regulator, tteel€ral Reserve, conducted a regularly scheduledieation covering 2011 and 2012 to
determine the Bank’s compliance with the CommuRiginvestment Act (“CRA”). CRA and related regulagaequire banks, such as the Bank,
to help meet the credit needs of their communitiedyuding low and moderate income neighborhoodsingy the fourth quarter of 2013, the
Federal Reserve issued the Bank’s CRA Performanaki&tion. The Bank received a rating of “needsrtprove” (which is lower than the
“satisfactory” rating received in the 2010 examio} principally as a result of alleged fair lenglissues associated with our limited mortgage
origination activities during 2011 and 2012. Theléml Reserve considers, among other factors, kieompliance with the CRA in reviewing
corporate applications, such as applications tabéish branches or conduct mergers and acquisjtarsa rating below “satisfactory” can result
in the denial of such applications. The failuredoeive a rating of “satisfactory” or better cagoatesult in other restrictions on activities. Such
restrictions may last until such time as the Bagdeives a rating of “satisfactory” or better widspect to CRA, and a new review of the Bank’s
compliance may not occur for several months.

We are subject to numerous laws and governmentglulations and to regular examinations by our regutas of our business and
compliance with laws and regulations, and our faiteito comply with such laws and regulations or tdegjuately address any matters
identified during our examinations could materiallgnd adversely affect us.

Federal banking agencies regularly conduct commste examinations of our business, including @mgliance with applicable laws,
regulations and policies applicable to the Ban@org the Bank. Examination reports and ratings (wbiten are not publicly available) and
other aspects of this supervisory framework careriadly impact the conduct, organic and acquisioowth, and profitability of our business.
Our regulators have extensive discretion in thgiesvisory and enforcement activities and may ireposariety of remedial actions, conditions
or limitations on our business operations if, assalt of an examination, they determined thatfimancial condition, capital resources, asset
quality, earnings prospects, management, liquilityther aspects of any of our operations had beagmatisfactory, or that the Company or its
management was in violation of any law, regulatopolicy. Examples of those actions, conditionraitations include enjoining “unsafe or
unsound” practices, requiring affirmative actioosorrect any conditions resulting from any asskvielation of law, issuing administrative
orders that can be judicially enforced, directingréases in our capital, assessing civil monetanalies against our officers or directors,
removing officers and directors and, if a conclasizas reached that the offending conditions cabaatorrected or there is an imminent risk of
loss to depositors, terminating our deposit inscea®ther actions, formal or informal, that mayiraposed could restrict our growth, including
regulatory denials to expand branches, relocatesallsidiaries and affiliates, expand into newrfeial activities or merge with or
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purchase other financial institutions. The timidgheese examinations, including the timing of teealution of any issues identified by our
regulators in the examinations and the final deitgation by them with respect to the imposition nf @aemedial actions, conditions or limitatic
on our business operations, is generally not withincontrol. We also could suffer reputationalnham the event of any perceived or actual
noncompliance with certain laws and regulationsvdfbecome subject to such regulatory actions,ometldoe materially and adversely affected.

The FDIC'’s restoration plan and the related increed assessment rate could materially and adversélcaus.

The FDIC insures deposits at FDIC-insured depaositmtitutions up to applicable limits. The amooffa particular institution’s deposit
insurance assessment is based on that institutisi’slassification under an FDIC risk-based assent system. An institution’s risk
classification is assigned based on its capitalteand the level of supervisory concern the mstih poses to its regulators. Market
developments have significantly depleted the DIEhefFDIC and reduced the ratio of reserves tor@tsdeposits. As a result of recent econc
conditions and the enactment of the Dodd-Frank thet FDIC has increased the deposit insurancesamses rates and thus raised deposit
insurance premiums for insured depository institwgi If these increases are insufficient for the @l meet its funding requirements, there may
need to be further special assessments or incregadeposit insurance premiums. We are generatplento control the amount of premiums
that we are required to pay for FDIC insurancé¢héfe are additional bank or financial institutfailures, we may be required to pay even higher
FDIC premiums than the recently increased levets, fiture additional assessments, increases oireggprepayments in FDIC insurance
premiums may materially and adversely affect uduiing by reducing our profitability or limitingus ability to pursue certain business
opportunities.

Federal banking agencies periodically conduct exarations of our business, including compliance wildws and regulations, and our failur
to comply with any supervisory actions to which isecome subject as a result of such examinationsldauaterially and adversely affect us.

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

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

As a matter of policy, the Federal Reserve, whidm@nes us and our subsidiaries, expects a baulingotompany to act as a source of finar
and managerial strength to a subsidiary bank asdromit resources to support such subsidiary banker the “source of strength” doctrine,
the Federal Reserve may require a bank holding aagnfo make capital injections into a troubled &libsy bank and may charge the bank
holding company with engaging in unsafe and unsguadtices for failure to commit resources to sacubsidiary bank. In addition, the Dodd-
Frank Act directs the federal bank regulators tpune that all companies that directly or indirgabntrol an insured depository institution serve
as a source of strength for the institution. Urttles requirement, we could be required to providaricial assistance to Customers Bank or any
other subsidiary banks we may own in the futuraukhthey experience financial distress.

A capital injection may be required at times whende not have the resources to provide it and finereve may be required to borrow the fu
or raise additional equity capital from third pesti Any loans by a holding company to its subsydieank are subordinate in right of payment to
deposits and to certain other indebtedness ofubsidiary bank. In the event of a bank holding camys bankruptcy, the bankruptcy trustee
will assume any commitment by the holding compang federal bank regulatory agency to maintairctiptal of a subsidiary bank. Moreover,
bankruptcy law provides that claims based on ach sommitment will be entitled to a priority of pagnt over the claims of the holding
company’s general unsecured creditors, includiegitbiders of its indebtedness. Any financing thasiie done by the holding company in
order to make the required capital injection maylifiicult and expensive and may not be availabieatiractive terms, or at all, which likely
would have a material adverse effect on us.

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

On September 12, 2010, the Basel Committee on Bgriipervision, announced an agreement to a dtesmed set of capital requirements for
internationally active banking organizations in thaited States and around the world, known as Bis@&asel Il narrows the definition of
capital, introduces requirements for minimum TieroInmon capital, increases requirements for minirfiien 1 capital and total risk-based
capital, and changes risk-weighting methodologsesel Il is scheduled to be phased in over timtd fully phased in by January 1, 2019.
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On July 2, 2013, the Federal Reserve adopted briilaregarding new capital requirements purstaiasel Ill. These rules, which are
currently scheduled to become effective on Jantia®p15 for community banks, could increase theired amount of regulatory capital that
must hold and lead to limitations on the dividemgments to us by Customers Bank.

Various provisions of the Dodd-Frank Act incredse tapital requirements of bank holding comparsesh as Customers Bancorp, and non-
bank financial companies that are supervised by-#ueral Reserve. The leverage and risk-basedategtibs of these entities may not be lower
than the leverage and risk-based capital ratiogyfured depository institutions. While the Baskethanges and other regulatory capital
requirements will likely result in generally highegulatory capital standards, we are evaluatiegtw rules and their effect on us and our bank
subsidiaries.

We face a risk of noncompliance and enforcementiantwith the Bank Secrecy Act and other anti-monkeyindering statutes and
regulations.

The federal Bank Secrecy Act, the Uniting and Sftieening America by Providing Appropriate Tools Riegd to Intercept and Obstruct
Terrorism Act of 2001 (the “PATRIOT Act”) and othkaws and regulations require financial instituspamong other duties, to institute and
maintain an effective anti-money laundering progeard file suspicious activity and currency tranisecteports as appropriate. The federal
Financial Crimes Enforcement Network, establishgthie U.S. Treasury Department to administer thekB&ecrecy Act, is authorized to imp
significant civil money penalties for violations thfose requirements, and has recently engagedidioated enforcement efforts with the
individual federal banking regulators, as welllas t).S. Department of Justice, Drug Enforcement ifdhtmation, and Internal Revenue Servi
There is also increased scrutiny of compliance #ighrules enforced by the Office of Foreign Asgatstrol (the “OFAC”). If our policies,
procedures and systems are deemed deficient potivées, procedures and systems of the finanogltutions that we have already acquired or
may acquire in the future are deficient, we wouddshbject to liability, including fines and regulat actions (such as restrictions on our ability
to pay dividends and the necessity to obtain régrlapprovals to proceed with certain aspectsuofomisiness plan, including our acquisition
plans), which could materially and adversely affextFailure to maintain and implement adequatgrpras to combat money laundering and
terrorist financing could also have serious repoma consequences for us.

Federal, state and local consumer lending laws nragtrict our ability to originate certain mortgageans or increase our risk of liability witl
respect to such loans and could increase our cdsdaing business.

Federal, state and local laws have been adoptedrd@ntended to eliminate certain lending pragticonsidered “predatory.” These laws
prohibit practices such as steering borrowers dvway more affordable products, selling unnecesgeyrance to borrowers, repeatedly
refinancing loans and making loans without a reabtmexpectation that the borrowers will be ableefrzay the loans irrespective of the value of
the underlying property. It is our policy not to kegpredatory loans, but these laws create the paltéor liability with respect to our lending a
loan investment activities. They increase our obsioing business and, ultimately, may preventrasifmaking certain loans and cause us to
reduce the average percentage rate or the poidtfeas on loans that we do make.

Risks Relating to Our Voting Common Stock

Customers Bancorp stock, listed on The Nasdaq Steleicket, LLC (“NASDAQ"), is thinly traded and markeliquidity may decrease in the
event of adverse performance or changing market dibions.

Customers Bancorp, Inc. shares are traded on NASBIQerse news or a market event could affectithedity for Customers stock.
Accordingly, shareholders may not be able to selirtshares of our Voting Common Stock at the vauprice and time desired. A public
trading market having the desired characteristickepth, liquidity and orderliness, depends upanptesence in the marketplace of willing
buyers and sellers of our Voting common stock gtgiven time, which presence will be dependent upperindividual decisions of investors,
over which we have no control. llliquidity of theosk market, or Customers Bancorp’s stock tradedlABDAQ, could have a material adverse
effect on the value of our Voting Common Stock.

We do not expect to pay cash dividends on our V@t@ommon Stock in the foreseeable future, and obil#y to pay dividends is subject to
regulatory limitations.

We have not historically declared nor paid casldéivds on our Voting Common Stock and we do noeeko do so in the near future. Any
future determination relating to dividend policyiMie made at the discretion of our board of dwestand will depend on a number of factors,
including earnings and financial condition, liquydand capital requirements, the general economdcregulatory climate, ability to service any
equity or debt obligations senior to the Voting Goam Stock, and other factors deemed relevant bjpahed of directors.

In addition, as a bank holding company, we areestitip general regulatory restrictions on the paynécash dividends. Federal bank
regulatory agencies have the authority to proluhitk holding companies from engaging in unsafenspund practices in conducting their
business, which depending on the financial condligind liquidity of the holding company at the timeuld include
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the payment of dividends. Further, various fedaral state statutory provisions limit the amoundigfdends that our bank subsidiaries can pay
to us as its holding company without regulatoryrappl. See “Market Price of Common Stock and Dinidie— Dividends on Voting Common
Stock” below for further detail regarding restricts on our ability to pay dividends.

We may issue additional shares of our common stocthe future which could adversely affect the vawr voting power of the Voting
Common Stock.

Actual or anticipated issuances or sales of subiataimounts of our common stock in the future datduse the value of our Voting Common
Stock to decline significantly and make it mordidiflt for us to sell equity or equitselated securities in the future at a time andeoms that w
deem appropriate. The issuance of any shares afopumon stock in the future also would, and eqrétgted securities could, dilute the
percentage ownership interest held by sharehofiersto such issuance. Actual issuances of oumgafommon Stock could also significantly
dilute the voting power of the Voting Common Stolck2013, we issued 6,174,104 shares of Voting Com8tock in a public offering, and in
2012, we issued 7,111,819 shares of Voting ComntockSn private offerings.

We have also made grants of restricted stock anitisstock options with respect to shares of Vo@ingimon Stock and Class B Non-Voting
Common Stock to our directors and certain emplaoy@&smay also issue further equity-based awartseifuture. As such shares are issued
upon vesting and as such options may be exerciggtha underlying shares are or become freely ataldethe value or voting power of our
Voting Common Stock may be adversely affected amdability to sell more equity or equity-relatectsgties could also be adversely affected.

Except for 588,813 warrants held by certain invess&t December 31, 2013, we are not required teiasy additional equity securities to
existing holders of our Voting Common Stock on egonptive basis. Therefore, additional common sismkances, directly or through
convertible or exchangeable securities, warrantgptions, will generally dilute the holdings of aexisting holders of Voting Common Stock
and such issuances or the perception of such isssanay reduce the market price of our Voting Com@twck. Our preferred stock, if issued,
would likely have a preference on distribution payts, periodically or upon liquidation, which co@liiminate or otherwise limit our ability to
make distributions to holders of our Voting Comn&tock. Because our decision to issue debt or eqaityrities or incur other borrowings in
the future will depend on market conditions andeoffactors beyond our control, the amount, timmagure or success of our future capital
raising efforts is uncertain. Thus, holders of Woting Common Stock bear the risk that our futssiances of debt or equity securities or our
incurrence of other borrowings will negatively aff¢he value of our Voting Common Stock.

Future issuances of debt or equity securities, whigould rank senior to our Voting Common Stock upaur liquidation, and future
issuances of equity securities, which would dildke holdings of our existing holders of Voting Conum and may be senior to our Voting
Common Stock for the purposes of making distributiy periodically or upon liquidation, may negatiwehffect the market price of our Votir
Common Stock.

In the future, we may issue debt or equity se@sitir incur other borrowings. Upon our liquidatibnlders of our debt securities and other loans
and preferred stock will receive a distributionoof available assets before holders of our Votiogh@on Stock. If we incur debt in the future,
our future interest costs could increase, and aglWeaffect our liquidity, cash flows and resulfoperations.

Provisions in our articles of incorporation and bslvs may inhibit a takeover of us, which could discage transactions that would otherwis
be in the best interests of our shareholders andildoentrench management.

Provisions of our articles of incorporation andaws, and applicable provisions of Pennsylvaniadad the federal Change in Bank Control Act
may delay, inhibit or prevent someone from gairgongtrol of our business through a tender offerjrimss combination, proxy contest or some
other method even though some of our shareholdigfs tmelieve a change in control is desirable. Timéght also increase the costs of
completing a transaction in which we acquire anofinancial services business, merge with anotimantial institution, or sell our business to
another financial institution. These increasedsostild reduce the value of the shares held bglvareholders upon completion of these typ
transactions.

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

We are a bank holding company regulated by theraéBeserve. Any entity (including a “group” compdof natural persons) owning 25% or
more of a class of our outstanding shares of vatingk, or a lesser percentage if such holderawgotherwise exercises a “controlling
influence” over us, may be subject to regulatioa &sank holding company” in accordance with theBhlolding Company Act of 1956, as
amended (the “BHCA”). In addition, (1) any bankdiag company or foreign bank with a U.S. presesaequired to obtain the approval of the
Federal Reserve under the BHCA to acquire or ré&@ror more of a class of our outstanding sharestifig stock, and (2) any person other
than a bank holding company may be required toiipidor regulatory approval under the Change inlB&ontrol Act to acquire or retain 10%
or more of our outstanding shares of voting stéelky shareholder that is deemed to “control” the @any for bank regulatory purposes would
become subject to prior approval
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requirements and ongoing regulation and superviSach a holder may be required to divest amouqualdo or exceeding 5% of the voting
shares of investments that may be deemed incongatith bank holding company status, such as aestment in a company engaged in non-
financial activities. Regulatory determination @bhtrol” of a depository institution or holding cpamy is based on all of the relevant facts and
circumstances. Potential investors are advisedrsudt with their legal counsel regarding the aggdlie regulations and requirements.

Our common stock owned by holders determined bgrek begulatory agency to be acting in concert waa@éggregated for purposes of
determining whether those holders have controlludraék or bank holding company. Each shareholdesimibg control that is a “company”

would be required to register as a bank holdingpamy. “Acting in concert” generally means knowirggticipation in a joint activity or parallel
action towards the common goal of acquiring contf@ bank or a parent company, whether or notyauntsto an express agreement. The
manner in which this definition is applied in inilual circumstances can vary and cannot alwaysdudigied with certainty. Many factors can
lead to a finding of acting in concert, includingeve: (i) the shareholders are commonly contralleshanaged; (ii) the shareholders are parties
to an oral or written agreement or understandiggnaing the acquisition, voting or transfer of ecohof voting securities of a bank or bank
holding company; (iii) the shareholders each owitlsin a bank and are also management officialstrathng shareholders, partners or trustees
of another company; or (iv) both a shareholderaodntrolling shareholder, partner, trustee or ganeent official of such shareholder own
equity in the bank or bank holding company.

The FDIC’s policy statement imposing restrictionga criteria on private investors in failed bank aaigitions will apply to us and our
investors.

On August 26, 2009, the FDIC issued a policy statg#nmposing restrictions and criteria on privaieeistors in failed bank acquisitions. The
policy statement is broad in scope and both comghekpotentially ambiguous in its application. lnghcases it would apply to an investor with
more than 5% of the total voting power of an aceghidepository institution or its holding companyt Im certain circumstances it could apply to
investors holding fewer voting shares. The poliatesnent will be applied to us if we make additidaded bank acquisitions from the FDIC or
if the FDIC changes its interpretation of the ppktatement or determines at some future datéttbladuld be applied because of our
circumstances.

Investors subject to the policy statement coulgtohibited from selling or transferring their ingsts for three years. They also would be
required to provide the FDIC with information abtig investor and all entities in the investor'snenship chain, including information on the
size of the capital fund or funds, its diversifioat its return profile, its marketing documentsgdats management team and business model.
Investors owning 80% or more of two or more banksavings associations would be required to plekgie proportionate interests in each
institution to cross-guarantee the FDIC againsgtdedo the Deposit Insurance Fund.

Under the policy statement, the FDIC also couldhiiib investment through ownership structures imirgd multiple investment vehicles that are
owned or controlled by the same parent companesiors that directly or indirectly hold 10% or mofehe equity of a bank or savings
association in receivership also would not be kligto bid to become investors in the deposit ligds of that failed institution. In addition, an
investor using ownership structures with entithest aire domiciled in bank secrecy jurisdictions ldoot be eligible to own a direct or indirect
interest in an insured depository institution usldg investor’'s parent company is subject to cemgmsive consolidated supervision as
recognized by the Federal Reserve and the investers into certain agreements with the U.S. bagllators regarding access to information,
maintenance of records and compliance with U.Skibgriaws and regulations. If the policy statemegoplies, we (including any failed bank we
acquire) could be required to maintain a ratio ief T common equity to total assets of at least 189 period of 3 years, and thereafter
maintain a capital level sufficient to be well dafized under regulatory standards during the reimgiperiod of ownership of the investors.
Bank subsidiaries also may be prohibited from editggnany new credit to investors that own at 16886 of our equity.

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

The table below summarizes our leased branch divg giroperties, by county, as of December 31, 2018 do not currently own any real
property.

Bank Branches

County State Lease(
Berks (1) PA 4
Bucks PA 3
Chester (2 PA 3
Delaware PA 2
Westcheste NY 1
Mercer NJ 1

14

Administrative Offices

County State Lease(
Berks (3) PA 3
Bucks (6) PA 1
Chester (2 PA 2
Delaware (7' PA 1
Philadelphia (8 PA 1
Fairfax (9) VA 1
Mercer (4) NJ 1
New York (10) NY 1
Westchester (& NY 2
Providence (11 RI 1
Suffolk (12) MA 1

15

(1) Includes the full service branch at 1001 Penn Aeeldyomissing, PA as well as three branches addjtimeugh the Berkshire Banco
Inc. acquisition. The lease on this location expire2015.

(2) Includes the corporate headquarters of Customark &ad a full service branch located in a freestaptuilding at 99 Bridge St
Phoenixville, PA 19460, wherein we lease approxétya23,176 square feet on 3 floors. The lease iBridbation expires in 2020. Also
includes the lease of 5,523 square feet of profrbl3 Kimberton Road in Phoenixville, Pennsyleanhere we maintain a full service
commercial bank branch and corporate offices. €hed on this location expires in 20

(3) Includes the corporate headquarters of CustomarsdBp and a full service branch located at 1015:PPerenue, Wyomissing, PA. Tt
leased space covers a total of 9,604 square feistidase expires in 2015. Also, includes the admative offices for the corporate
lending group which is housed within the Exetemisralocation and two other administrative offices Company personne

(4) We lease 7,327 square feet of space in Hamiltow, M#sey from which we conduct our mortgage wars@a@und retail lending activitie
The lease on this location expires in 2C

(5) Represents administrative offices for Company persb The lease on this location expires in 2(

(6) Represents administrative office for Company pansoriThe lease on this location expires in 2(

(7) Represents administrative office for Company pansoriThe lease on this location expires in 2(

(8) Represents loan office for Company personnel. €asd on this location expires in 20

(9) Represents administrative office for Company pamnsbrThe lease on this location expires in 2(

(10) Represents loan office for Company personnel. €aed on this location expires in 20

(11) Represents administrative office for Company pansoriThe lease on this location expires in 2(

(12) Represents administrative office for Company pansoriThe lease on this location expires in 2(

The Bank branch locations, which range in size fegproximately 1,800 to 3,900 square feet, havgelean these locations which expire
between 2014 and 2022.

The total minimum cash lease payments for our atiyeanches, administrative offices and mortgagesh@use lending locations amount to
approximately $208,000 per month.

Item 3. Legal Proceedings

On August 7, 2013, Customers received a letter ttuerFederal Reserve Bank of Philadelphia (“ResBevgk”) of its determination, in
connection with its consumer compliance and ComtglRéinvestment Act examinations of the Bank far pleriod of 2011 and 2012, to mak
referral to the Department of Justice. The ResBamk informed us that it made the referral basedsobelief that
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Customers Bank has not complied with certain piowis of the Equal Credit Opportunity Act (“ECOARair Housing Act (“FHA”") and
Regulation B with regard to the City of PhiladephCustomers Bank received notification as of Sep&r 24, 2013 that the Department of
Justice has initiated an investigation of Custorn@der the ECOA and FHA. Customers believes treaBtnk has complied with these laws and
regulations. We are cooperating fully with the Dépeent of Justice in the conduct of its investigatiOther than requests for information, to
which we have responded, we have not received amyrzinication from the Department of Justice regmydine results of their investigation of
this matter.

Item 4. Mine Safety Disclosures
Not Applicable.

PART II

Item 5. Market For Registrant’s Common Equity, Related Shareholder Matters and suer Purchases of Equity Securitie
Trading Market for Voting Common Stock

Since May 2013, the common stock of Customers Bantas been listed for quotation on the Nasdaq #&I8blect Market under the symbol
“CUBI.” Prior to May 2013, bid quotations for thermmon stock of Customers Bancorp were listed o XK€ Pink Sheets under the symbol
“CUUU.”

Market Price of Voting Common Stock

The chart below displays the high and low salegsriof the common stock of Customers Bancorp astexpon the Nasdaq Global Select Ma
between May 16, 2013 and December 31, 2013. Frooedga 1, 2012 until May 15, 2013, the chart displthe high and low sale prices of the
common stock of Customers Bancorp known by managetodiave occurred or bid quotations on the OTitk Bheets.

Quarter endec High Low

December 31, 201 $23.1¢ $15.8:
September 30, 201 17.9¢ 15.5:
June 30, 201 18.0( 15.1¢
March 31, 201: 18.5( 13.5(
December 31, 201 18.2¢ 13.0¢
September 30, 201 14.0C 13.9¢
June 30, 201 12.0(C 12.0C
March 31, 201: 12.0(C 12.0¢

As of March 3, 2014, there were: (1) approximat&yt shareholders of record of our Voting Commorcistnd one shareholder of record of
Class B Non-Voting Common Stock; and (2) 23,264 88tstanding shares of our Voting Common Stocklg0d9,755 outstanding shares of
our Class B Non-Voting Common Stock.

Dividends on Voting Common Stock

Neither Customers Bancorp nor Customers Bank (poitine reorganization into a Bank Holding Compatrycture), historically has paid a
cash dividends on its shares of common stock, tashokis not expect to do so in the near future. #ityre determination relating to dividend
policy will be made at the discretion of CustomBasncorp’s board of directors and will depend orumber of factors, including earnings and
financial condition, liquidity and capital requiremts, the general economic and regulatory clinzdt#ity to service any equity or debt
obligations senior to the Voting Common Stock, attter factors deemed relevant by the board of tirec

In addition, as a bank holding company, CustomenrscBrp is subject to general regulatory restrigion the payment of cash dividends. Fec
bank regulatory agencies have the authority toipiobank holding companies from engaging in unsafansound practices in conducting their
business, which depending on the financial conaligind liquidity of the holding company at the timmeuld include the payment of dividends.
Further, various federal and state statutory prorgslimit the amount of dividends that bank sulasids can pay to their parent holding comg
without regulatory approval. Generally, subsidis@ee prohibited from paying dividends when doiogwuld cause them to fall below the
regulatory minimum capital levels, and limits exast paying dividends in excess of net income fec#jed periods.
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Beginning January 1, 2015, the ability to pay divids and the amounts that can be paid, will bedahrto the extent the bank capital ratios do
not exceed the minimum required levels plus 25@hasints (see discussion on the risk-based caitplirements on page 71).

Issuer Purchases of Equity Securities

On November 26, 2013, the Bancorp’s Board of Daectauthorized a stock repurchase plan in whictBtrecorp could acquire up to 5% of its
current outstanding shares at prices not to exa&i% premium over the then current book value.r€parchase program has no expiration
date but may be suspended, modified or discontiatiedy time, and the Bancorp has no obligatiaepairchase any amount of its common
stock under the program.

The following table presents the Bancorp’s montklyurchases of its common stock during the fountdrigr of 2013:

Total Number Maximum
of Shares Number of
Purchased as Shares that May
Total Number Part of Publicly Yet Be Purchase:
Announced Plan:
of Shares Average Price Under the Plans
Period Purchased Paid per Share or Programs or Programs
October 1, 2013 to October 31, 2( — — — —
November 1, 2013 to November 30, 2( 484,64 $ 16.0( 484,64 750,55:
December 1, 2013 to December 31, 2 — — 484,64. 750,55

Common Stock Performance Graph

The following graph compares the performance ofocammon stock for the year ended December 31, 201Bat of the total return index for
the SNL Mid-Atlantic Bank Index and the SNL U.S.riBaNASDAQ Index, assuming an investment of $10@ecember 31, 2012. In
calculating total annual shareholder return, restment of dividends, if any, is assumed. CustorBargorp obtained the information contained
in the performance graph from SNL Financial.

The graph below is furnished under this Part @mt5 of this Form 10-K and shall not be deemeckttsbliciting material” or to be “filed” with
the Commission or subject to Regulation 14A or 1dQp the liabilities of Section 18 of the Exchanisct of 1934, as amended.
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Item 6. Selected Financial Dat¢
Customers Bancorp, Inc. and Subsidiaries

The following table presents Customers Bancorprsraary consolidated financial data. Customers Banderived the balance sheet and
income statement data for the years ended Dece®iih@013, 2012, 2011, 2010, and 2009 from its addinancial statements. The summary
consolidated financial data should be read in aostjon with, and is qualified in their entirety bustomers Bancorp’s financial statements and
the accompanying notes and the other informatioluited elsewhere in this Annual Report. Certainamereported in this table have been
reclassified to conform to the 2013 presentatidresE reclassifications did not significantly impBancorp’s financial position or results of
operations.

2013 2012 2011 (1) 2010 (2) 2009
(dollars in thousands, except per share informa

For the Year ended December 31

Interest incom $ 12751 $ 9354 $ 61,24t $ 30,900 $ 13,48¢
Interest expens 24,30: 21,76: 22,46¢ 11,54¢ 6,33¢
Net interest incom 103,21! 71,78. 38,78 19,36 7,15(C
Provision for loan losse 2,23¢ 14,27( 7,498 10,39: 11,77¢
Bargain purchase gains on acquisiti 0 0 0 40,25« 0
Total nor-interest income, excluding bargain purchase ¢ 23,34 29,22¢ 11,46¢ 5,41¢ 1,04:
Total nor-interest expens 74,02« 50,65 36,88t 26,16¢ 9,65(
Income (loss) before tax 50,29¢ 36,09( 5,86¢ 28,46¢ (13,239
Income tax expens 17,60« 12,27 1,83t 4,731 0
Net income (loss 32,69 23,81¢ 4,03¢ 23,73! (23,239
Net income (loss) attributable to common sharehesl 32,69 23,81¢ 3,99( 23,73t (13,23Y
Basic earnings (loss) per common share 1.47 1.7¢ 0.4C 3.7¢ (20.99
Diluted earnings (loss) per common share 1.4z 1.7: 0.3¢ 3.6¢ (10.99
At Period End
Total asset $ 4,153,17. $ 3,201,23- $ 2,077,533 $1,374,40 $ 349,76l
Cash and cash equivale 233,06t 186,01t 73,57( 238,72: 68,80"
Investment securities (- 497,57: 129,09: 398,68 205,82¢ 44,58¢
Loans held for sale (¢ 747,59: 1,439,88! 174,99¢ 199,97! 0
Loans receivable not covered by Loss Sharing Agests
with the FDIC (5) 2,398,35! 1,216,94 1,215,11 514,08 230,29t
Allowance for loan losse 23,99¢ 25,83} 15,03: 15,12¢ 10,03:
Loans receivable covered by Loss Sharing Agreenweittis
the FDIC (5) 66,72¢ 107,52t 126,27t 164,88! 0
FDIC loss sharing receivable ( 10,04¢ 12,34: 13,07: 16,70: 0
Deposits 2,959,92: 2,440,81i 1,583,18! 1,245,69i 313,92
Borrowings 771,75 471,00( 331,00( 11,00( 0
Shareholder equity 386,62 269,47 147,74 105,14( 21,50
Tangible common equity (¢ 382,94 265,78t 144,04: 105,141 21,50:
Selected Ratios and Share Dat
Return on average ass 0.95% 1.02% 0.22% 3.4(% (4.69%
Return on average equi 9.4%% 12.6% 3.06% 41.2% (65.39%
Book value per share ( $ 159 $ 1460 $ 13.02 $ 1252 $ 11.6¢
Tangible book value per common share (3 $ 1581 $ 14.4C % 126¢ $ 1252 $ 11.6¢
Common shares outstanding 24,224,15 18,459,50 11,347,68 8,398,01. 1,840,90:
Net interest margi 3.1™% 3.2% 2.47% 2.7¢% 2.62%
Equity to asset 9.31% 8.42% 7.11% 7.65% 6.14%
Tangible common equity to tangible assets 9.2% 8.31% 6.95% 7.65% 6.14%
Tier 1 leverage rati— Customers Ban 10.81% 7.7%% 7.11% 8.61% 6.68%
Tier 1 leverage rati— Customers Bancot 10.19% 9.3(% 7.31% n/e n/e
Tier 1 risk-based capital rati- Customers Ban 13.3% 8.5(% 9.6€6% 19.65% 9.7¢%
Tier 1 risk-based capital rati- Customers Bancot 12.4% 10.22% 10.01% n/e n/e
Total risk-based capital rati- Customers Ban 14.11% 9.53% 10.7¢% 21.1%% 11.7%
Total risk-based capital rati- Customers Bancor 13.21% 11.2¢% 11.1% n/e n/a
Asset Quality— Non-covered Assets (5
Non-performing loan: $ 13518 $ 22347 $ 2963 $ 22,24. $ 10,34
Non-performing loans to total n-covered loan 0.56% 1.84% 2.44% 4.3% 4.4%
Other real estate own $ 531 $ 4,008 % 731€ $ 190¢ $ 1,15¢
Non-performing asset 18,82¢ 26,35: 36,94¢ 24,14¢ 11,49¢
Non-performing no-covered assets to total r-coverec
asset: 0.7¢% 2.16% 3.02% 4.68% 4.97%
Allowance for loan losses to total r-covered loans (i 0.62% 1.2(% 1.24% 2.9/% 4.36%

Allowance for loan losses to n-performing no-coverec



loans (7) 109.1% 65.2¢% 50.72% 68.02% 97.01%

Net charg-offs $ 6,89 $ 546 $ 9547 $ 525( $ 4,62¢
Net charg-offs to average n¢-covered loan 0.3&% 0.45% 1.1(% 1.41% 2.0%
Asset Quality— Covered Assets (5
Non-performing loan: $ 565( $ 10,50 $ 6,99 $ 8,08 $ 0
Non-performing loans to total covered loe 8.47% 22.6% 16.72% 9.1&% 0.0(%
Other real estate own $ 6,95: $ 4,10¢ $ 6,166 $ 534: $ 0
Non-performing assetl 12,60: 14,61 13,15¢ 13,42¢ 0
Non-performing assets to total covered as 17.1% 13.0% 9.94% 7.8%% 0.0(%
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1)

(@)
3)

(4)
(5)

(6)
(7)

(8)

On September 17, 2011, Customers Bancorp comgtstadquisition of Berkshire Bancorp, Inc. using fhurchase accounting methoc
accounting for the acquisition. The purchase metiroglides that all transactions after the acquisitiate are reflected in the acquirers’
financial accounting record

During the third quarter of 2010, Customers Ban@aaquired two banks in FDIC assisted transactisitsguthe purchase accounti
method.

Effective September 17, 2011, Customers Bank reigd into the holding company structure pursuanthich all of the issued ar
outstanding common stock of the Bank was exchangaone-for-three basis for common stock of CustarBancorp. All share and per
share information for periods prior to the reorgation has been restated retrospectively to reftecteorganizatior

Includes availab-for-sale and he-to-maturity investment securitie

Certain loans and other real estate owned (destat”covere(”) acquired in the two FDIC assisted transactionitD2are subject to lo
sharing agreements between Customers Bank andii@ F certain provisions within the loss shariagreements are maintained, the
FDIC will reimburse Customers Bank for 80% of thmpaid principal balances and certain expensess#dbaring receivable was recor
based upon the credit evaluation of the acquirad fortfolio and the estimated periods for repaysidroans receivable and assets that
are not subject to the loss sharing agreementeseitied a“nor-coverer’.

In 2013 and 2012, loans held for sale included 3% and $1,248,935 of mortgage warehouse lodias aialue, respectively

Allowance for loan losses used for this calculatanludes the portion related to purchi-credi-impaired “PCI") loans of $9.2 million il
2013 and $11.3 million in 201

Customers Banco’s selected financial data contains -GAAP financial measures calculated using-GAAP amounts. These measu
include tangible common equity and tangible bodkeger common share and tangible common equiigrigible assets. Management
uses these non-GAAP measures to present histpacialds comparable to the current period presemtalth addition, management
believes the use of these non-GAAP measures poeaidditional clarity when assessing the Bancoiipanicial results and use of equity.
These disclosures should not be viewed as sulestifat results determined to be in accordance Wigh GAAP, nor are they necessarily
comparable to non-GAAP performance measures thatmaresented by other entities. Customers Bareaqulates tangible common
equity by excluding intangible assets from totareiholders’ equity. Tangible book value per comrsioare equals tangible common
equity divided by common shares outstand

A reconciliation of shareholders’ equity to tangilommon equity is set forth below.

2013 2012 2011 2010 2009
(in thousands, except per share dat¢

Shareholder equity $ 386,62 $ 269,47 $ 147,74 $ 105,14( $ 21,50!

Less: intangible asse (3,67¢6) (3,689 (3,705 0 0
Tangible common equil $ 382,94° $ 265,78! $ 144,04. $ 105,14 $ 21,50!
Shares outstandir 24,22¢ 18,46( 11,34¢ 8,39¢ 1,841
Book value per shai $  15.9¢ $ 14.6( $ 13.0: $ 125 $ 11.6¢

Less: effect of excluding intangible ass (0.15) (0.20) (0.39) 0 0
Tangible book value per she $ 15.81 $ 144 $ 12.6¢ $ 125: $ 11.6¢
Total asset $4,153,17. $3,201,23. $2,077,53; $1,374,40 $349,76(

Less: intangible asse (3,676) (3,689 (3,705 0 0
Total tangible asse $4,149,49 $3,197,54! $2,073,82 $1,374,40 $349,76(
Equity to asset 9.31% 8.42% 7.11% 7.65% 6.15%

Less: effect of excluding intangible ass (0.08) (0.17) (0.16) 0 0
Tangible common equity to tangible ass 9.2:% 8.31% 6.95% 7.65% 6.15%
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

You should read this Management Discussion andyAisain conjunction with “Business — Executive Samythand the Bancorp’s consolidated
financial statements and related notes for the yratted December 31, 2013. Certain amounts repamtdte 2012 and 2011 financi
statements have been reclassified to conform t@@A& presentation. These reclassifications didsignificantly impact the Bancorp’s financial
position or results of operation

Critical Accounting Policies

Customers Bancorp has adopted various accountiiggsothat govern the application of accountingpgiples generally accepted in the United
States of America (US GAAP) and that are consistétfit general practices within the banking industryhe preparation of its financial
statements. The Bancorp’s significant accountingigs are described in” NOTE 3 - SIGNIFICANT ACCOUING POLICIES AND BASIS
OF PRESENTATION" to its audited financial statensent

Certain accounting policies involve significant gumdents and assumptions by Customers Bancorp thateheaterial impact on the carrying
value of certain assets and liabilities. CustonBamscorp considers these accounting policies taitieat accounting policies. The judgment and
assumptions used are based on historical expergmtether factors, which are believed to be reasierunder the circumstances. Because of
the nature of the judgments and assumptions mareagemakes, actual results could differ from theskginents and estimates, which could
have a material impact on the carrying values efBhancorp’s assets and liabilities and resultgefations.

The following is a summary of the policies CustosnBancorp recognizes as involving critical accoupgstimates: Allowance for Loan Losses,
Stock-Based Compensation, Unrealized Gains andeksass Available for Sale Securities, Fair Value éwtting, Accounting for Purchased-
Credit-Impaired (PCI) Loans, FDIC Receivable foskpand Deferred Income Taxes.

Allowance for Loan Losse Customers Bancorp maintains an allowance for losses at a level management believes is suffitieabsorb
estimated credit losses incurred as of the refaig. dManagement’s determination of the adequadyeoéllowance is based on periodic
evaluations of the loan portfolio and other relevfantors. However, this evaluation is inherentlpjective as it requires significant estimates by
management. Consideration is given to a variefaatbrs in establishing these estimates includistptical losses, current and anticipated
economic conditions, the size and composition efitan portfolio, delinquency statistics, critidgilzand classified assets and impaired loans,
results of internal loan reviews, borrowers’ pevedifinancial and management strengths, the adgepiamderlying collateral, the dependence
on collateral, or the strength of the present valueiture cash flows and other relevant factotseSe factors may be susceptible to significant
change. To the extent actual outcomes differ frommagement estimates, additional provisions for loases may be required which may
adversely affect the Bancorp’s results of operatiorthe future.

Estimates of cash flows expected to be collectegdochased-credit-impaired loans are updated esgmirting period. If the Bank has probable
decreases in expected cash flows to be collectedadfquisition, the Bank charges the provisioridan losses and establishes an allowance for
loan losses.

Stock-Based CompensatioBustomers Bancorp recognizes compensation expenskeare-based awards in accordance with FASB éuting
Standards Codification (“ASC”) 718ompensation — Stock Compensatiexpense related to stock option awards is baseteofair value of

the option at the grant date, with compensatiorergp recognized over the service period, whicusilly the vesting period. Customers
Bancorp utilizes the Black-Scholes option-pricingdal to estimate the fair value of each optiontendate of grant. The Black-Scholes model
takes into consideration the exercise price obitéon, the expected life of the option, the curganice of the underlying stock and its expected
volatility, expected dividends on our stock, and thirrent risk-free interest rate for the expetifef the option. The Bancorp’s estimate of the
fair value of a stock option is based on expeatatiderived from its limited historical experiencelanay not necessarily equate to market value
when fully vested.

Unrealized Gains and Losses on Securities Availtdii&ale. Customers Bancorp receives estimated fair valtidslt securities from
independent valuation services and brokers. Inldpirgy these fair values, the valuation serviceas lanokers use estimates of cash flows based
on historical performance of similar instrumentsimilar rate environments. Debt securities avégldbr sale are mostly comprised of mortgage
backed securities and U.S. government agency sesurCustomers Bancorp uses various indicatodetiermining whether a security is other-
than-temporarily impaired including, for debt seties, when it is probable that the contractuatiest and principal will not be collected, or for
equity securities, whether the market value isweéts cost for an extended period of time with lempectation of recovery. The debt securities
are monitored for changes in credit ratings becadserse changes in credit ratings could indicateamge in the estimated cash flows of the
underlying collateral or issuer. The unrealizegéssassociated with securities that managementndd@stend to sell, and more likely than not
that we will not be required to sell prior to matlyior market price recovery, were not considerebtle other-than-temporarily impaired as of
December 31, 2013 and December 31, 2012, becaaismtbalized losses were related to changes iregiteates and did not affect

40



Table of Contents

the expected cash flows of the underlying collaterassuer. The unrealized losses associatedthitlequity investments that management does
not intend to sell, and more likely than not wel wdt be required to sell, were not considered rethan- temporarily impaired as of
December 31, 2013 or 2012 because the decreasarletnprice or foreign currency exchange ratesestismated to be temporary.

Fair Value. The fair value of a financial instrument is defires the amount at which the instrument could lohaxged in a current transaction
between willing parties, other than in a forcediquidation sale. Management estimates the famealf a financial instrument using a variety of
valuation methods. Where financial instrumentsaatévely traded and have quoted market prices,equtarket prices are used for fair value.
When the financial instruments are not activeldéid other observable market inputs, such as quooiees of securities with similar
characteristics, may be used, if available, tordatees fair value. When observable market pricesatoexist, Customers Bancorp estimates fair
value. The valuation methods and inputs considgofa such as types of underlying assets or ltaslirates of estimated credit losses, interest
rate or discount rate and collateral. The besinedé of fair value involves assumptions includimgf, not limited to, various performance
indicators, such as historical and projected detad recovery rates, credit ratings, current dgiéncy rates, loan-to-value ratios and the
possibility of obligor refinancing. US GAAP requiréhe use of fair values in determining the cagyialues of certain assets and liabilities, as
well as for specific disclosures. The most sigaifituses of fair values include residential morggiagns acquired subject to an agreement to
resell, residential mortgage loans originated \aithintent to sell, impaired loans and foreclosegperty and the net assets acquired in business
combinations. For additional information, refef®®OTE 19 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAINSTRUMENTS.”

Purchased Cred-Impaired Loans

For certain acquired loans that have experienatexioration of credit quality, Customers Bancimifpws the guidance contained in ASC 310-
30, Loans and Debt Securities Acquired with Deterioda@redit Quality. Purchased credit-impaired (“PCI”) loans are lognas were acquired

in business combinations or asset purchases wiitlerese of credit deterioration since originatioritte date acquired and for which it is prob:
that all contractually required payments will netdollected are considered to be credit impairedidhce of credit quality deterioration as of
purchase dates may include information such asdueestind non-accrual status, borrower credit s@mdgecent loan to value percentages.
Loans acquired through business combinations thaitl meet the specific criteria of ASC 330; but for which a discount is attributable asl

in part to credit quality, are also accounted foder this guidance unless the loan type is exclfiaded its scope.

The fair value of loans with evidence of creditedtigration is recorded net of a nonaccretable diffee and, if appropriate, an accretable yield.
The difference between contractually required payshat acquisition and the cash flows expectectodiiected at acquisition is the
nonaccretable difference, which is not includethi carrying amount of acquired loans. Subsequesredses in the estimated cash flows of the
loan will generally result in a provision for lodosses. Subsequent to acquisition, estimates bfftags expected to be collected are updated
each reporting period based on updated assumptgasding default rates, loss severities, and ddwors that are reflective of current market
conditions. Subsequent increases in cash flowdtliesa reversal of the provision for loan lossesthe extent of prior charges, or a
reclassification of the difference from nonaccrétab accretable with a positive impact on accretibinterest income in future periods. Furtt
any excess of cash flows expected at the timeafisition over the estimated fair value is referteds the accretable yield and is recognized in
interest income over the remaining life of the lodren there is a reasonable expectation aboutntiogiat and timing of those cash flows.

Purchased-credit-impaired loans acquired in theesfgsnal quarter may be aggregated into one or ipoods, provided that the loans have
common risk characteristics. A pool is then accedribr as a single asset with a single composiézast rate and an aggregate expectation of
cash flows. On a quarterly basis, the Bank re-egt@sithe total cash flows (both principal and ig&rexpected to be collected over the
remaining life of each pool. These estimates ino@fe assumptions regarding default rates, losrisies, the amounts and timing of
prepayments and other factors that reflect thereotimarket conditions. If the timing and/or amauoit expected cash flows on purchased-
credit-impaired loans were determined not to bsaeably estimable, no interest would be accretedfaloans would be reported as non-
accrual loans; however, when the timing and amoofesxpected cash flows for purchased-credit-ingzhloans are reasonably estimable,
interest is being accreted and the loans are epgrted as performing loans. Charge-offs are eminded on purchased-credit-impaired loans
until actual losses exceed the estimated lossesvdra recorded as purchase accounting adjustraeatsjuisition date.

FDIC Receivable for Loss Share Agreeme The majority of the loans and other real estasetasacquired in an FDIC-assisted acquisition is
covered under loss share agreements with the FbWhich the FDIC has agreed to reimburse the BanB®% of all losses incurred in
connection with those assets. Management estintla¢eaimount that the Bank will receive from the Fit@er the loss share agreements that
will result from losses incurred as the Bank digsosf covered loans and other real estate asstteenrds the estimate as a receivable from the
FDIC.

The FDIC loss sharing receivable is measured seghafeom the related covered assets becausedtisontractually embedded in the assets

is not transferable if the assets are sold. Managégstimated the fair value of the FDIC loss sttareceivable using the present value of cash
flows related to the loss share agreements bas#dte@xpected reimbursements for losses and tHealplp loss share

percentages. Management reviews and updates thafa¢ of the FDIC receivable prospectively aslos
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estimates related to covered loans and other séatkeowned change. The ultimate realization oFIDEC loss sharing receivable depends on the
performance of the underlying covered assets, dssgge of time, and claims paid by the FDIC. Chaiirgestimated cash flows of the covered
assets likewise result in changes in the estimegdst flows to be received pursuant to the reiminuese agreement between the Bank and the
FDIC. An increase in a cash flow estimate for asted loan will result in a decrease in the inderoaifon asset, and a decrease in a cash flow
estimate for a covered loan will result in an i in the indemnification asset. Increases tintf@mnification asset are recorded as a redu

to the provision for loan losses and decreasdsetindemnification asset are recorded either as@ease to the provision for loan losses (to the
extent an increase in the FDIC receivable balaree weviously recorded as a reduction to the pimvi®r loan losses) or recognized over the
life of the loss share agreements.

Deferred Income Taxe The Bancorp provides for deferred income taxetheriability method whereby tax assets are recgghfor deductibli
temporary differences and deferred tax liabilibes recognized for taxable temporary differencesagorary differences are the differences
between the reported amounts of assets and liebilit the financial statements and their tax b&#derred tax assets are reduced by a valuatior
allowance when, in the opinion of management, itdse likely than not that some portion or all loé tdeferred tax assets will not be realized.
Deferred tax assets and liabilities are adjustedhi® effects of changes in tax laws and ratedhierdate of enactment.

Accounting Changes
The Fair Value Option

The Bank elected the fair value option for mortgageehouse lending transactions documented unbliaister Repurchase Agreement
originated after July 1, 2012 in order to more aataly represent the short-term nature of the &etien and its inherent credit risk. The Bank
also elected the fair value option for mortgagenfoariginated with the intent to sell effective Glmr 1, 2013. These adoptions are in accord
with the parameters established by Accounting StatedCodification (“ASC”) 825-10-2%inancial Instruments-Overall-Recognition: The Fair
Value OptionThe interest income from the warehouse lendingstretions and mortgage loans originated with theninto sell are classified in
“Interest Income — Loans held for sale” on the mecstatement. The unrealized fair value changateckto these loans are classified in
“Mortgage banking income” on the consolidated stegets of income. An allowance for loan losses tsrecorded for loans measured at fair
value since under ASC 825 as the exit price (thanshase price or sales price) used as the faievakasure considers estimated credit losses.

Change in Accounting Estimates

Estimates of cash flows from purchased-credit-imguzhioans were revised during the third quarte2aif2 due to a conversion to a more
sophisticated and precise loan valuation systeractordance with the guidance in ASC 310-30, istéreeome is based on an acquired loan’s
expected cash flows. Complex models are needegl¢alate loan-level and/or pool level expected dashis in accordance with ASC 310-30.
The loan data analysis provided by the new softwgasemore precise quantification of future caslv than the analysis that was previously
calculated manually. Upon conversion to the nevimsarke, acquisition date loan values were loadealtim system, and the new software
calculated their fair values using its complex agilon model. Conversion to the new system was cetaglin September 2012. To adjust the
acquisition date loan balances recorded on CustoBunk’s books to the amounts calculated by the suftware, approximately $4.5 million
was recognized in other non-interest income irthirel quarter of 2012. The revised valuation fa gurchased-credit-impaired acquisition date
loan balances due to the conversion to the newvacdtwas accounted for prospectively as a changedounting estimate.

When converting to the new software system, thekBweas required to calculate the estimated cashsfioem the various acquisition dates of
purchased-credit-impaired loans through the daesttfitware was implemented as it was impracticabpeerform these calculations on a
monthly or quarterly basis. In the third quarte26f2, approximately $4.5 million was recognizeéhierest income related to this change. The
impact of the revised valuation of cash flows fug purchased-credit-impaired loan activity duehtodonversion to the new software was
accounted for prospectively as a change in acaogiestimate.

Also during the third quarter of 2012, the Banlestimated the cash flows for the purchased-cregiired loans using current data. The re-
estimated expected cash flows decreased from gstanated cash flows. Consistent with ASC 310-fil'slamental premise that a decrease in
expected cash flows results in accrual of a lossilmgency and should not result in a change irdyiigle Bank evaluated the adequacy of the
allowance for loan losses for purchased-credit-inggdoans and determined that an additional prowifor loan losses of $7.5 million was
appropriate. As a result of the changes in estisnaiet income for the year ended December 31, R@t@ased by $900,000, net of tax, and t
and diluted earnings increased by $0.07 per share.

Background and Reorganization

Customers Bancorp was formed in April 2010 to ftat# a reorganization into a bank holding compstnycture pursuant to which Customers
Bank became a wholly owned subsidiary of CustorBargcorp (the “Reorganization”) on September 17 12@ursuant to the Reorganization,
all of the issued and outstanding shares of Valingimon Stock and Class B Non-Voting Common Stock of
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Customers Bank were exchanged on a one-for-thise fua shares of Voting Common Stock and ClassoB-Moting Common Stock,
respectively, of Customers Bancorp. The Bancoguikorized to issue up to 100,000,000 shares dhiy@ommon Stock, 100,000,000 shares
of Class B Non-Voting Common Stock and 100,000 $fres of preferred stock. All share and per sihémemation for periods prior to the
reorganization has been restated to reflect thegaewation, including the one-for-three consideratised in the Reorganization.

In the Reorganization, the Bank’s issued and oodétg shares of Voting Common Stock of 22,525,82&as and Class B Non-Voting
Common Stock of 6,834,895 shares converted int@87453 shares of the Bancorp’s Voting Common Stoek2,278,294 shares of the
Bancorp’s Class B Non-Voting Common Stock. Cash paid in lieu of fractional shares. Outstandingnaats to purchase 1,410,732 shares of
the Bank’s Voting Common Stock with a weighted-ager exercise price of $3.55 per share and 243H#2s of the Bank’s Class B Non-
Voting Common Stock with a weighted-average exerpiice of $3.50 per share were converted intoamdsrto purchase 470,260 shares of the
Bancorp’s Voting Common Stock with a weighted-ageraxercise price of $10.64 per share and wartamgrchase 81,036 shares of the
Bancorp’s Class B Non-Voting Common Stock with aghieed-average exercise price of $10.50 per share. Odlisigqustock options to purcha
2,572,404 shares of the Bank’s Voting Common Stuith a weighted- average exercise price of $3.50spare and stock options to purchase
231,500 shares of the Bank’s Class B Non-Voting @om Stock with a weighted-average exercise pric4dd0 per share were converted into
stock options to purchase 855,774 shares of thedpis Voting Common Stock with a weighted-averagercise price of $10.49 per share and
stock options to purchase 77,166 shares of thedpiscClass B Non-Voting Common Stock with a weaghtiverage exercise price of $12.00
per share.

Accordingly, descriptions of balance sheet andnmestatement items prior to September 17, 201Esept those of Customers Bank, and
descriptions of balance sheet and income stateiteems after September 17, 2011 represent the ddased results of Customers Bancorp. The
consolidated results of operations and financiabl@tmn presented for those periods after the Radegtion Date, September 17, 2011, include
combined results for Customers Bancorp and CustoBank. All share and per share information has betospectively restated to reflect the
Reorganization, including the one-for-three consitien used in the Reorganization.

Overview

The following discussion and analysis presents ri#tactors affecting the financial condition ofiSSomers Bancorp as of December 31, 2013
and December 31, 2012 and results of operationhéoyears ended December 31, 2013, 2012, and Z@ikldiscussion and analysis should be
read in conjunction with the financial statementstes thereto and other financial information oét©mers Bancorp appearing elsewhere in this
Form 10-K.

Like most financial institutions, Customers Bancdggives the majority of its income from interdgteiceives on its interest-earning assets, such
as loans and investments. The Bancorp’s primargcecaf funds for making these loans and investmierits deposits, on which it pays

interest. Consequently, one of the key measurdsedBancorp’s success is its amount of net inténesime, or the difference between the
income on its interest-earning assets and the sepemits interest-bearing liabilities, such asodép and borrowings. Another key measure is
the spread between the yield earned on these stiesening assets and the rate paid on thesestezaring liabilities, which is called net
interest spread.

There is credit risk inherent in all loans, so ©ustrs Bancorp maintains an allowance for loan bssabsorb probable losses on existing loans
that may become uncollectible. The Bancorp maisttiis allowance by charging a provision for loassks against its operating
earnings. Customers Bancorp has included a de@igedssion of this process, as well as severlgatescribing its allowance for loan losses.

2014 Economic Outlook

The growth outlook over the next twelve months batoderate as the US economy continues to recavarthe 2008-2009 recession. The
economy has overcome many headwinds since thesreneasficially ended in 2009. Growth is likely be restrained in 2014 because the
consumer remains under pressure from a lack ofitice@ne growth. However, there are several posidieelopments. There is less uncertainty
facing businesses in 2014 due to the two year huageement and a more certain political landsddpemployment rates continue to be
moderate in the geographic regions in which Custsroempetes. The Federal Reserve has begun redtgchigtoric quantitative easing
economic intervention, indicating its views of anmstable economy. Furthermore, the Federal Resawédicated short-term interest rates are
not expected to increase until 2015, and the FeBeaserve has indicated it will tolerate some itidia over increasing short-term rates.
Additionally, there is a more robust manufactutiage and balanced housing market which shoulaattibute to growth in the 2.00% to 2.5
range for 2014.

While the outlook in the US remains optimistic,reeaf a slowing China could have a negative impacte US economy as well as the global
economy. While many feel that a Chinese slowdovexjgected, a deeper than expected slowdown coukkaépple
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effects across the globe. In the Bancorp’s manesd,ananagement sees continued moderate (2%-3%dgim2014. The housing market
appears to have stabilized with modest increasealire in selected areas. Unemployment should reataturrent rates or slightly improve
during the year. Management is seeing improvenmeloiain demand in the Bancorp’s commercial and im@dismulti-family and commercial
real estate loan portfolios and expects to sigaifity improve mortgage lending in the coming yd@dwere continues to be some uncertainty ir
political and external environments in 2014, and likely that these challenging conditions witintinue in the next few years. Overall, the
Bancorp’s management is optimistic that 2014 withs a continuation of the improving environmentttvas seen in 2013.

Results of Operations

The following discussion of Customers Bancorp’ssmidated results of operations should be readmjunction with its consolidated financial
statements, including the accompanying notes. $¢s0'CRITICAL ACCOUNTING POLICIES” and “NOTE 3 - GSNIFICANT
ACCOUNTING POLICIES AND BASIS OF PRESENTATIONbr information concerning certain significant aonting policies and estimat
applied in determining reported results of operetio

For the years ended December 31, 2013 and !

Net income available to common shareholders inex&8.9 million (37.3%) to $32.7 million for theareended December 31, 2013, comp:
to $23.8 million for the year ended December 31,220 he increased net income resulted from a $3dllibn increase in net interest income
and a $12.0 million decrease in the provision éaml losses, offset by decreases in non-interestriia®f $5.9 million, an increase in noneres
expense of $23.4 million and a $5.3 million incee@sincome tax expense.

The increased net interest income of $31.4 mil{@$8%) for the year ended December 31, 2013 t8.&1@illion compared to $71.8 million f
the year ended December 31, 2012 resulted pritgifpam an increase in average loan balances (lbettsfor sale and loans receivable) of
$964.7 million to $2.8 billion, offset in part by3® basis point decrease in average yields on lme#26% net with a 22 basis point decrease in
the cost of funding. The growth in average loans prncipally in loans to mortgage bankers to fwatehouse lines and multi-family and other
commercial real estate loans. The decrease in sgsladts from a combination of changed market dgm, including increased competition for
loans, and product mix, as secured multi-familynbogield less than other commercial products arslaua primary growth area.

During 2013, the provision for loan losses was $2ilion, a decrease of $12.0 million from a praeisof $14.3 million during 2012. The
decrease in the provision for loan losses in 2@%8lted primarily from (i) $7.5 million increasetime provision recorded in 2012 due to the re-
estimation of cash flows related to purchased-tietaired loans, (i) $2.6 million reduction in tpeovision during 2013 due to better sustai
performance of the Bancorp’s commercial (includimgiti-family) and residential mortgage loan poritsl, (i) $0.3 million net reduction in the
provision, including the effect of a wridewn of the FDIC receivable balance, in 2013 upoal fpayoff of covered loans which previously he
specific allowance, and (iv) approximately $1.6limil net reduction in the provision due to gengrdicreased delinquencies and improved
asset quality and market conditions partially dffsean increase in the provision for asset grasvting 2013.

Nor-interest income declined $5.9 million in the yeaded December 31, 2013 to $23.3 million comparek.2 million for the year ended
December 31, 2012. The decrease in 2013 is atdiotthe $7.7 million decrease in gains on sdi@svestment securities, offset in part by the
launching of the mortgage banking business (geingr&t..1 million of income) and increased investtiarbank-owned life insurance
(generating an increase in income of $1.1 million).

Nor-interest expense increased $23.4 million durimgyar ended December 31, 2013 to $74.0 millionpawed to $50.7 million during the
year ended December 31, 2012. Expenses increa28d 3hcompared to 2012 principally for salaries amghloyee benefits as staffing lev
grew to support the growing business (up $11.6anjj| assessment for FDIC insurance and other adonyl fees as the bank grew and other
costs were incurred ($2.5 million), professional/ges for loan workout, litigation, and developrhefmaterials to respond to regulatory
inquiries increased reflecting growth and more clexpssues ($2.1 million), occupancy as the busimepansion into new markets and
increased activity in existing markets requireditoidal facilities ($2.0 million), and a provisidor loss contingency as a result of a fraud
perpetrated on a loan to fund a residential moggearehouse line of credit ($2.0 million).

Income tax expense increased $5.3 million in 20181{7.6 million compared to $12.3 million in 20The increased income tax expense was
driven primarily from the increase in taxable in@m 2013 compared to 2012 (up $36.1 million to.$5@illion) and a 1.0% increase in the
effective tax rate to 35.0% from 34.0% due to ameéase in pre-tax book income.

For the years ended December 31, 2012 and :

Net income available to common shareholders inexk&49.8 million (496.9%) to $23.8 million for thiear ended December 31, 2012 comp

to $4.0 million for the year ended December 31,1220he $19.8 million increase in net income resbfigncipally from a $33.0 million increase
in net interest income and a $17.8 million increasgon-interest income, offset in part by a $6i8iom increase in the provision for loan losses,
a $13.8 million increase in non-interest expenaerd,a $10.4 million increase in income tax expense.
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The increase in net interest income of $33.0 nmil{i85.1%) to $71.8 million for the year ended DebenB1, 2012 resulted largely from an
increase in average loan balances (loans heldferasd loan receivable) of $916.6 million to $iilflon, offset in part by a 33 basis point
decrease in average yields on loans to 4.65% rtetandecrease in the cost of funding of 47 badistpoThe increased average balances resulte
generally from Customers efforts to build its loam$und mortgage business activities as wellsastitier loan lines. The decrease in interest
reflects general market behavior as rates declitoeitig 2012. Customers also decreased its investseenrity balances during 2012 (average
securities balances were down approximately $25ifllibn in 2012 compared to 2011), using the splexeeds to fund a portion of the loan
growth.

2012 Non-interest income increased $17.8 milliof286.2 million compared to 2011 non-interest incah®11.5 million. Non-interest income
increased largely due to an increase in the gasatmof investment securities of $6.3 milliontees $ecurities portfolio was in part liquidated to
fund loan growth, the increase in mortgage warehtnsactional fees of $6.7 million as loans twftnortgage warehouse lines of credit grew
indicating a higher number of transactions flowihgugh the accounts, and a $4.5 million additamthe FDIC Indemnification asset to reflect
changed estimated of related cash flows.

The $6.8 million provision for loan losses increas2012 to $14.3 million compared to $7.5 million2011 resulted largely from the $7.5
million provision made to recognize impairment tethto the purchased-credit-impaired loan portfdiio2012 a review of the estimated cash
flows of these loans identified decreases in esdthamounts to be received than previously estanagsulting in recognition of the impairme

The increase in non-interest expense of $13.8aniil 2012 to $50.7 million compared to the 201k-imderest expense of $36.9 million
resulted principally from an increase in salaried amployee benefits of $7.2 million as the busireeganded and employees were hired and an
increase in occupancy of $2.5 million as facilitiesre expanded or added to support the growinqbssi

Income tax expense increased $10.4 million in 201%12.3 million compared to $1.8 million in 20The increased income tax expense
resulted in large part from the increase in taxaieme in 2012 compared to 2011 (up $30.2 miltm$36.1 million) and a 2.7% increase in the
effective tax rate to 34.0% from 31.3% due to améase in pre-tax book income, which diluted thpdoi of bank owned life insurance and
other permanent differences.
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NET INTEREST INCOME
Net interest income (the difference between ther@st earned on loans, investments and in-earning deposits with banks, and interest pa
deposits, borrowed funds and subordinated delitgiprimary source of Customers Bancorp’s earnihgs.following table summarizes the
Bancorp’s net interest income and related spreddrargin for the periods indicated.

For the Year ended December 31,

2013 2012 2011
Average Interest  Average Interest  Average¢
Interest income o income o
Average income or  yield or Average yield or Average yield or
balance expense cost balance expense cost balance expenst cost
(dollars in thousand:s
Assets
Interes-earning deposit $ 190,64: $ 48: 0.2%% $ 138,65! $ 35z 0.25% $ 164,37t $ 41€ 0.25%
Federal funds sol 0 0 0.0C 0 0 0.0C 2,28t 3 0.1t
Investment securities, taxable ( 260,86: 6,314 2.4z2 224,070 6,66 2.97 481,31¢ 14,06 2.9z
Investment securities, n-taxable (A) 0 0 0.0C 1,64 68 4.1¢ 2,08( 86 4.1¢
Loans held for sal 992,42  38,14( 3.84 423,88t 15,95( 3.7¢ 139,07.  5,27¢ 3.8C
Loans, taxable (B 1,825,63. 82,12 4.5(C 1,429,201 70,33¢ 4.92 797,43 41,33t 5.1¢
Loans, no-taxable (B) 16,67 45: 2.71 7,59¢ 17¢€ 2.31 1,304 63 4.8¢
Allowance for loan losse (26,800 (17,869 (15,31¢)
Total interest-earning asset: 3,259,431 127,51t 3.91 2,207,18° 93,54 4.2¢ 1,572,55 61,24! 3.8¢
Nor-interes-earning asse! 195,90( 118,11 83,01
Total assets $3,455,33 $2,325,30. $1,655,57,
Liabilities
Interest checkin $ 45,61 237 05z $ 36,70 19¢ 0.52 20,36« 95 0.4¢
Money market deposit accoul 1,112,00! 7,60¢€ 0.6¢ 856,33t 7,42 0.87 505,26¢ 6,70t 1.3¢
Other saving: 26,19: 12C 0.4¢ 20,26" 112 0.5¢ 13,54: 92 0.6¢
Certificates of depos 1,251,70 13,05: 1.04 935,207 13,34¢ 1.4: 808,63 14,96¢ 1.8¢
Total interes-bearing deposit 2,435,521 21,02( 0.8¢ 1,848,51. 21,07¢ 1.14 1,347,81. 21,86 1.62
Borrowings 278,29 3,281 1.1¢ 100,48: 68E 0.6¢ 68,551 603 0.8¢
Total interest-bearing liabilities 2,713,81°  24,30: 0.9C 1,948,99 21,76 1.1z 1,416,360 22,46« 1.5¢
Nor-interes-bearing deposit 385,17! 180,71 94,76¢
Total deposits and borrowin 3,098,99: 0.7¢ 2,129,711 1.0z 1,511,13 1.4¢
Other norinteres-bearing liabilities 11,79: 7,952 12,42
Total liabilities 3,110,78: 2,137,66! 1,523,55
Shareholders Equity 344,55: 187,63! 132,01¢
Total liabilities and shareholder¢
equity $3,455,33 $2,325,30. $1,655,57.
Net interest earning 103,21! 71,78: 38,78:
Tax-equivalent adjustment (¢ 244 131 81
Net interest earning $103,45¢ $71,91¢ $38,86:
Interest spread 3.1% 3.22% 2.41%
Net interest margin (D) 3.17 3.2¢8 2.47
Net interest margin tax equivalent (C
(D) 3.17 3.2¢ 2.47

(A) For presentation in this table, balances and thesponding average rates for investment secudtied®ased upon historical cost, adjut
for amortization of premiums and accretion of disus.

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

(C) Full tax equivalent basis, using a 35% statutoxyrége to approximate interest income as a taxatdet
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(D) Excluding the adjustment to interest income fordhange in accounting estimate on purch-credi+-impaired loans of $4.5 million, n
interest margin and net interest margin tax eqaivahre 3.05% for the twelve months ended DeceBihe2012

(E) Certain amounts reported in the 2012 and 2011 diahstatements have been reclassified to conforthe 2013 presentation. The
reclassifications did not significantly impact tBancory' s financial position or results of operatio

The following table presents the dollar amounthwdrges in interest income and interest expengbdamajor categories of interest-earning
assets and interest-bearing liabilities. Informai®provided for each category of interest-earmisgets and interest-bearing liabilities with
respect to (i) changes attributable to volume,(cleanges in average balances multiplied by trerperiod average rate) and (ii) changes
attributable to rate (i.e., changes in averagematiiplied by prior-period average balances). parposes of this table, changes attributable to
both rate and volume which cannot be segregateel Ieen allocated proportionately to the change@uelume and the change due to rate.

2013 vs. 2012 2012 vs. 201
Increase (decrease) du Increase (decrease) due
to change in to change ir
Rate Volume Total Rate Volume Total

(in thousands
Interest income:

Interest earning depos $ 0 $ 13C $ 13 % 0 $ @64 $ (64
Federal funds sol 0 0 0 3 0 3
Investment securities, taxat (1,237) 88< (349 241 (7,647 (7,400
Investment securities, n-taxable (68) 0 (68) 0 (18) (18)
Loans held for sal 33¢ 21,85: 22,19 (56) 10,727 10,67:
Loans, taxabli (6,009 17,79¢ 11,79: (2,079 31,07: 28,99¢
Loans, no-taxable 3C 247 271 (33 14¢€ 112
Total interest income (6,939 40,901 33,97 (1,929 34,22: 32,29¢
Interest expense

Interest checkini 0 44 44 12 86 98
Money market deposit accoul (1,627 1,81(C 18¢ (2,329 3,04: 71¢
Savings (20 28 8 (26) 36 2C
Certificates of depos (3,649 3,35¢ (29)) (3,396 1,77¢ (1,62
Total interest bearing depos (5,299 5,23¢ (56) (5,729 4,93¢ (785)
Borrowings 50z 2,09¢ 2,59¢ (137) 21¢ 82
Total interest expense (4,7972) 7,332 2,54( (5,867) 5,15¢ (703)
Net interest income $ (2,247 $3357F $31,43¢ $ 3,937 $29,060 $33,00:

For the years ended December 31, 2013 and !

Net interest income for the year ended Decembe2@13 was $103.2 million, an increase of $31.4iam|lor 43.8%, when compared to |
interest income for the year ended December 312 20$71.8 million. This increase in net interegtdme was primarily attributable to an
increase of $568.5 million in average loans hetdstde, principally loans to mortgage bankers talfinventory, and an increase of $396.4
million in average loans, taxable driven by incexhaverage balances in commercial and multi-fatodns.

The key measure of net interest income is netéstanargin. While the Bancorp’s net interest madgioreased to 3.17% for the year ended
December 31, 2013 from 3.25% for the year endecdber 31, 2012, the impact on net interest incorme secondary to the significant
increases in loan volume.

For the years ended December 31, 2012 and !

Net interest income was $71.8 million for the yeaded December 31, 2012, compared to $39.0 mitiothe year ended December 31, 2(
an increase of $32.8 million or 84.1%. This netéase was attributable to increases of $634.6amill average volume of average interest-
earning assets, offset by an increase of $532l®mih average interest-bearing liabilities. Themary driver of the increase in net interest
income was higher loan volume from the following:

» $271.5 million increase in average mortgage waredtnens due to growth of the mortgage warehous#rigrbusiness
» $113.7 million increase in average commercial loduns to growth of the commercial loan portfolio; ¢

e $126.8 million increase in average m-family loans due to growth of the mi-family lending busines:
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The key measure of net interest income is netéstenargin. The Bancorp’s net interest margin iased to 3.25% for 2012 from 2.47% for
2011.

PROVISION FOR LOAN LOSSES

For more information about our provision and alloag for loan losses methodology and our loss eapeei see “Credit Risk” and “Asset
Quality” herein and “NOTE 3 — SIGNIFICANT ACCOUNTI®I POLICIES AND BASIS OF PRESENTATION.”

For the years ended December 31, 2013 and !

Customers maintains its allowance for loan lossesuggh a provision for loan losses charged as parese on the consolidated statements of
income. The loan portfolio is reviewed quarterhet@mluate the outstanding loans and to measuretihetperformance of the portfolio and the
adequacy of the allowance for loan losses. Thevalh@e for loan losses is estimated as of the eedai quarter and compared to the balance
recorded in the general ledger net of chasffs-and recoveries. The allowance is adjusteti¢cestimated allowance for loan losses balance
charge (or debit) to the provision for loan losggsDecember 31, 2013, approximately 2.1 % of tialtloan portfolio was covered under loss
sharing agreements with the FDIC. Reductions imegéd cash flows on the covered loans are takedditional provisions, and a
corresponding receivable due from the FDIC is réedras a reduction to the provision for loan logsethe portion anticipated to be recovered
under the loss sharing agreements.

During 2013, the provision for loan losses was $2ilion, a decrease of $12.0 million from a praeisof $14.3 million during 2012. The
decrease in the provision for loan losses in 2@%8lted primarily from (i) $7.5 million increasetime provision recorded in 2012 due to the re-
estimation of cash flows related to purchased-tiiethaired loans, (ii) $2.6 million reduction in tpeovision during 2013 due to better sustai
performance of the Bancorp’s commercial (includimgjti-family) and residential mortgage loan poritsl, (iii) $0.3 million net reduction in the
provision, including the effect of a writdewn of the FDIC receivable balance, in 2013 upoal fpayoff of covered loans which previously he
specific allowance, and (iv) approximately $1.6limil net reduction in the provision due to gengrdicreased delinquencies and improved
asset quality and market conditions, partially eftsy an increase in the provision for asset graiing 2013.

The majority of the Bank’s borrowers are smalldldousinesses and individuals with investmentgsidential or commercial real estate. The
typical borrower provides self-prepared or acconmgssisted financial statements and tax retumisatie not audited, and therefore are less
reliable than information that would be obtaineatirmore sophisticated borrowers. The absence ettwgly verified financial information is
challenge to all community banks and represeragyer lof risk that must be considered in judgingatequacy of the allowance for loan losses.

For the years ended December 31, 2012 and !

During 2012, the provision for loan losses was $Million, an increase of $6.8 million from $7.5llwin in 2011. The year over year increas
primarily related to asset growth in the commerarad residential real estate loan portfolios as ash $7.5 million adjustment that is
attributable to the change in accounting estimatétfe re-estimation of cash flows for the purchasedit-impaired loans. Since July 2012, the
majority of the Bank’s warehouse loans were acamlifdr at fair value, and accordingly no allowafmeoan losses was recognized for these
loans in 2012, compared to an allowance of $0.8aniln 2011. Net charge-offs were $5.5 million e85 million, respectively, for the years
ended December 31, 2012 and 2011.

As a result of significant changes to the Bank'demwvriting guidelines in 2009, all loans originattsequent to 2009 have been grouped
separately and are called the Post 2009 portfoliag portfolio continues to perform very well wighmost no delinquencies, however, due to
growth in loan volume for construction and commarogal estate, the allowance related to the Ra3® portfolio increased by $3.5 million.
This increase was offset by a decrease in the egapre-2009, originated portfolio of $1.6 milti@ue mainly to principal repayments.

For the acquired portfolio, the level of delinquamin-performing, and impaired loans increasedili?2compared to 2011. Customers Bancorp
recorded a provision for loan losses of $4.1 millfor Berkshire in 2012, and increased the prowi$tw the FDIC covered loans by $3.2 milli
These increases were recorded in part in an adamstafi $7.5 million that was recorded to the prmrisor loan losses during the third quarte
2012 that was related to a change in accountinignats for the purchased-credit-impaired loans.dellitional information about the change in
accounting estimate refer to “NOTE 3 — SIGNIFICARTCOUNTING POLICIES AND BASIS OF PRESENTATIONGhange in Accountir
Estimates”

On July 24, 2012, the Bank purchased $62.4 miiliomanufactured housing loans with a recourse pronj whereby the Bank is reimbursed
the originator for any incurred losses on them, thiedefore there are no anticipated losses reguaimallowance for loan losses for these loans.
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NON-INTEREST INCOME
The chart below shows the various components ofimt@nest income for each of the years ended DeeeBih 2013, 2012 and 2011.

Years Ended December 31

2013 2012 2011
(in thousands
Mortgage warehouse transaction f $12,96: $12,28¢ $ 5,581
Bank owned life insuranc 2,482 1,33¢ 1,40¢
Gains on sales of investment securi 1,27¢ 9,017 2,731
Mortgage banking incomr 1,142 0 0
Gains on sales of SBA loa 852 357 32¢
Deposit fee: 67t 481 43¢
Other 3,95¢ 5,75°% 98¢
Total nor-interest incomt $23,34: $29,22¢ $11,46¢

For the years ended December 31, 2013 and !

Nor-interest income was $23.3 million for the yearem@®ecember 31, 2013, a decrease of $5.9 millmm fion-interest income of $29.2
million for the year ended December 31, 2012. Téerehse was primarily the result of the $9.0 nrilliin realized on the sale of available-for-
sale securities, the majority of which were realirethe second quarter of 2012 in the amount d $@llion, which was executed to provide
funding for loan growth. Also, 2012 other non-irgstrincome includes a benefit of $4.5 million réaglfrom an increased estimate of cash
flows to be received from the FDIC for future lossm covered loans. Offsetting these decreasasadsie recognized on mortgage banking
income of $1.1 million as Customers launched thsiess and a gain of $1.3 million on securitidd sostrategically reduce interest rate risl
the investment portfolio.

For the years ended December 31, 2012 and .

Nor-interest income was $29.2 million for the yearemh@®ecember 31, 2012, an increase of $17.8 milimm non-interest income of $11.5
million for the year ended December 31, 2011. Tiisease was due to: (1) an increase of $6.7 milianortgage warehouse transaction fees
due to increased volume during the year, (2) aaigt on the sale of investment securities of $6 realized in 2012 primarily due to the sal
$257.6 million in available-for-sale securitiestfie second quarter of 2012, which was executedoage funding for loan growth, and (3) an
adjustment of $4.5 million to other non-interestame that was related to a change in accountingatst for the purchased-credit-impaired
loans. For additional information about the chaimggccounting estimate refer to “NOTE 3 — SIGNIFISRACCOUNTING POLICIES AND
BASIS OF PRESENTATION-€hange in Accounting Estimatés.
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NON-INTEREST EXPENSE
The below chart shows the various components ofimtenest expense for each of the years ended Desre®d, 2013, 2012, and 2011.

Years Ended December 31

2013 2012 2011
(in thousands
Salaries and employee bene $35,49: $23,84¢ $16,60:
Occupancy 8,82¢ 6,81¢ 4,28¢
FDIC assessments, taxes, and regulatory 5,56¢ 3,03 2,36¢
Professional service 5,54¢ 3,46¢ 5,12¢
Technology, communication and bank operati 4,33( 2,80t 1,791
Loan workout 2,24¢ 2,24: 1,42¢
Loss contingenc 2,00( 0 0
Other real estate ownt 1,36 (85) 80¢
Advertising and promotio 1,27¢ 1,21¢ 994
Merger related expens 352 9C 531
Stock offering expenst 0 1,437 0
Other 7,02( 5,77¢ 2,94¢
Total nor-interest expense $74,02¢ $50,65: $36,88¢

The below chart shows the various components @&ratbn-interest expense for each of the years ebdedmber 31, 2013, 2012, and 2011.

Years Ended December 31

2013 2012 2011
(in thousands

Loan insurance expen $ 477 $1,34¢ $ 92¢

Loan origination and servicing fe 2,06¢ 90t 137

Customer related and office suppl 394 34k 317

Other 4,08( 3,181 1,56¢

Total other no-interest expense $7,02( $5,77¢ $2,94¢

For the years ended December 31, 2013 and !

Nor-interest expense was $74.0 million for the yealeeihDecember 31, 2013, which was an increase oft$2lion over non-interest expense
of $50.7 million for the year ended December 31,20

Salaries and employee benefits, which represeratbest component of non-interest expense, inetk®$1.6 million (48.8%) to $35.5 million
for the year ended December 31, 2013 from $23.Bomifor the year ended December 31, 2012. Thegymeason for this increase was due to
the increase in the number of employees from 2H22ifae equivalents at December 31, 2012 to 38Btfule equivalents at December 31, 2013.
This was directly related to the need for additl@rmaployees to support our organic growth and #paesion into new markets. Specifically, the
increased headcount is needed to support our ggowammercial loan, multi-family/commercial realast and mortgage banking businesses
and the related administrative support.

Occupancy expense increased by 29.5%, or $2.®millising to $8.8 million for the year-ended Detem31, 2013 from $6.8 million for the
yeaended December 31, 2012. The increase was retatadlding the infrastructure to support our grbwas well as the cost of expansion into
new markets.

FDIC assessments, taxes and regulatory fees imctdys83.3%, or $2.5 million to $5.6 million foretlyear-ended December 31, 2013 from $3.0
million for the year-ended December 31, 2012. Ti@gry reasons for this increase were relateddbédr Pennsylvania bank shares tax expense
that resulted from legislative changes to the tguwation, deposit premiums and other regulatoy fiing fees.
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Professional services expense increased by 60.0$2,. D million, to $5.5 million for the year-endBecember 31, 2013 from $3.5 million for
the year-ended December 31, 2012. This increas@mivaarily attributable to higher legal and conggtexpenses in 2013 related to regulatory
filings and other matters, including respondingiileged Fair Lending violations.

Technology communication and bank operations irsaedy 54.4%, or $1.5 million, rising to $4.3 naillifor the yeaended December 31, 2(
from $2.8 million for the year-ended December 3112 The primary reason for this increase wasedltd building the infrastructure to support
the growth through increased technology improvemant upgrades as well as the costs related tadixmpof technological platforms into n
markets. This corresponds with our philosophy afgtiitouch, high tech’whereby we provide an exceptional level of custosegvice supporte
by state-of-the-art technology.

In March 2013, a suspected fraud was discoverdteiBank’s loans held-for-sale portfolio. Totalhsanvolved in this fraud initially appeared
to be $5.2 million. The Bank determined that anraggte of $1.0 million of the loans were not invalvn the fraud, and these loans were
subsequently sold during 2013. In addition, thelB@tovered $1.5 million in cash from the allegedpetrator in 2013. During 2013, a loss
contingency expense of $2.0 million was provideguiting in a net amount of $0.7 million classifiadther assets as of December 31, 2013.

Other expenses increased by 21.6%, or $1.2 milidv.0 million for the year-ended December 31,2@bmpared to $5.8 million for the year-
ended December 31, 2012. The increase was prinatiliputed to the $1.2 million increase in loagration and servicing fees to $2.1 million
for the year-ended December 31, 2013, compare@.®rillion for the year-ended December 31, 2012.

For the years ended December 31, 2012 and !

Nor-interest expense was $50.7 million for the yealeehDecember 31, 2012, which was an increase o8$iillion over non-interest expense
of $36.9 million for the year ended December 31,120 he following contributed to the higher 201 sterest expense: Salaries and empl
benefits, which represent the largest componenbofinterest expense, increased by $7.2 millionupancy expense increased by $2.5 million;
and technology, communications, and bank operagapsnse increased by $1.0 million. The increaslease expenses related primarily to the
hiring of additional employees to support the Baptogrowth, the Berkshire acquisition which added:e additional branches, and opening of
additional branches. The stock offering expensélaef million were recorded in 2012 as a resuthefpostponement of the Bancorp’s public
offering of Voting Common Stock in May 2012. Theiiease of $0.7 million in FDIC assessments, teed regulatory fees was attributed to
increases in FDIC premiums primarily as a resuthefgrowth of the Bancorp'assessment base (average consolidated total ageas averac
tangible equity) and additional Pennsylvania shtae&xpense due to the Bancorp’s increased dgsettffsetting the increased expenses were
decreases in professional services expense ofdillign. This decrease was primarily attributaliddeégal and consulting expenses incurred in
2011 related to regulatory filings and the Berkslgicquisition. Loan insurance and loan origina#ind servicing fees increased due to higher
loan volume.

INCOME TAXES

For the years ended December 31, 2013 and !

The income tax expense and effective tax rate dechoth federal and state income taxes. In 20€8nie tax expense was $17.6 million with an
effective tax rate of 35%, compared to an expen$d®.3 million and a rate of 34.00% for 2012. Imeotax expense was driven primarily by
income before taxes of $50.3 million and $36.1ioml] for the twelve months ended December 31, 2848,December 31, 2012, respectively.
In 2013, income tax expense was offset by a taefitednrom bank-owned life insurance of $869,000adk.73% tax rate reduction. In 2012,
income tax expense was offset by a tax benefit trank owned life insurance of $466,000, or a 1.28% ate reduction.

For the years ended December 31, 2012 and .

The income tax expense and effective tax rate dechoth federal and state income taxes. In 20€£2nie tax expense was $12.3 million with an
effective tax rate of 34%, compared to an expeh$d .8 million and a rate of 31.27% for 2011. Inetax expense was driven primarily by net
income before taxes of $36.1 million and $5.9 mwiillifor the twelve months ended December 31, 284@ December 31, 2011, respectively. In
2012, income tax expense was offset by a tax befnerfin bank-owned life insurance of $466,000, dr20% tax rate reduction. In 2011, income
tax expense was offset by a tax benefit from bamkeal life insurance of $490,000, or an 8.35% té& raduction.

For additional information regarding the Bancorp'some taxes, refer to “NOTE 15 — INCOME TAXES"tlre consolidated financial
statements appearing in Part I, ltem 8.
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FINANCIAL CONDITION
GENERAL

Total assets were $4.2 billion at December 31, 20h& represented a $1.0 billion, or 29.7% incegasm $3.2 billion at December 31,
2012. The major change in our financial positioouwed as the result of the growth in loans red#e/aot covered by loss sharing agreements
with the FDIC, which increased by 97.1% or $1.Hduil to $2.4 billion at September 30, 2013, from2btillion at December 31, 2012.

The main driver of the increase in assets was pilyrfaom the expansion of multi-family/commerciadal estate lending, which increased by
$1.0 billion (111.2%) to $1.8 billion at Decembdr, 2013 from $0.8 billion at December 31, 2012. #iddally, commercial and industrial loa
increased by $159.0 million (184.4%) to $245.3imillat December 31, 2013 from $86.3 million at Daber 31, 2012. Approximately 97.5%
of the commercial loan growth from December 31,2@4s the result of the purchase of $155.1 milibnommercial loans from Flagstar Bank
on March 28, 2013. In addition, as part of our aiggrowth strategy, Customers established a branttte City of Philadelphia to, among other
objectives, service underserved and lower-and-nateléncome customers.

Total liabilities were $3.8 billion at December 2D13. This represented a $0.8 billion, or 28.5%réase from $2.9 billion at December 31,
2012. The increase in total liabilities was dua tugher level of deposits in 2013, compared ta®220btal deposits grew by $0.5 billion (21.3'
to $3.0 billion at December 31, 2013 from $2.4idillat December 31, 2012. Deposits are obtainedapily from within the Bank’s geographic
service area and through wholesale and broker mk$wdhese networks provide low-cost funding akines to retail deposits and diversity to
the Bank’s sources of funds. The increase in baplosits was primarily due to the introduction oft&nt deposits in 2013. The growth in retail
deposits was primarily due to exceptional salesatikan, despite lower interest rates in 2013.
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The following table sets forth certain key condehisalance sheet data:

December 31

2013 2012
(in thousands

Cash and cash equivalel $ 233,06¢ $ 186,01t
Investment securities, available for s 497,57: 129,09:
Loans held for sale (includes $747,593 and $1,383 &spectively, ¢

fair value) 747,59: 1,439,88
Loans receivable not covered under Loss Sharingégents with th

FDIC 2,398,35: 1,216,94
Loans receivable covered under Loss Sharing Agretsweéth the FDIC 66,72¢ 107,52t
Total loans receivable, net of the allowance famnltosse: 2,441,08 1,298,63
Total asset 4,153,17. 3,201,23
Total deposit: 2,959,92: 2,440,81i
Federal funds purchas 13,00( 5,00(¢
FHLB advance: 706,50( 471,00(
Other borrowingt 65,25( 2,00(
Total liabilities 3,766,55! 2,931,75!
Total shareholde’ equity 386,62: 269,47!
Total liabilities and sharehold¢ equity 4,153,17. 3,201,23.

CASH AND DUE FROM BANKS

Cash and due from banks consists mainly of vash ead cash items in the process of collections&lalances totaled $59.3 million at
December 31, 2013. This represents a $46.4 miltiorease from $12.9 million at December 31, 201 sE balances vary from day to day,
primarily due to variations in customers’ depositth the Bank.

INTEREST-EARNING DEPOSITS WITH BANKS

Interest earning deposits consist mainly of depagtithe Federal Reserve Bank of Philadelphia. & Heposits totaled $173.7 million at
December 31, 2013, which is a $0.6 million decréasa $173.1 million at December 31, 2012. Thisabak varies from day to day, depending
on several factors, such as variations in custdrdegsits with the Bank and the payment of cheltlksvn on customers’ accounts.

INVESTMENT SECURITIES

The investment securities portfolio is an importsmirce of interest income and liquidity. It cotsisf U.S. Treasury, government agency and
mortgage-backed securities (guaranteed by an agdribg United States government and non-agencsagteed), municipal securities,
domestic corporate debt, asset-backed securitidsnarketable equity securities. In addition toegating revenue, the investment portfolio is
maintained to manage interest rate risk, provigiadiity, provide collateral for other borrowingsdadiversify the credit risk of earning assets.
The portfolio is structured to maximize net intéiesome, given changes in the economic environpligiidity position and balance sheet mix.

At December 31, 2013, investment securities weB¥ $million compared to $129.1 million at DecemBg&r 2012. The increase was primarily
the result of the purchase of Agency Mortgage-Bd&ecurities, some of which qualified as CRA-eligimvestments. The CRA-eligible
securities are comprised of loans in our assessaneat During the third quarter of 2013, CustonBansk invested excess liquidity generated
from a reduction in warehouse loan balances arméased non-interest bearing demand deposit acsduatd’ Agency Collateralized Mortgage-
Backed Securities.

Unrealized gains and losses on available-for-sadargties are included in other comprehensive ireamd reported as a separate component of
shareholders’ equity, net of the related tax effect
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The following table sets forth the amortized cdghe investment securities at the last three figear ends:

December 31
2013 2012 2011
(in thousands

Available for Sale:

U.S. Treasury and government agen $ 0 $ 0 $ 1,00:
Mortgagebacked securities (: 461,98¢ 102,44 55,81¢
Asse-backed securitie 0 0 622
Municipal securitie: 0 0 2,071
Corporate note 25,00( 25,00( 20,00(
Equity securities (2 23,07 6 0

$510,06: $127,45! $ 79,51t

Held to Maturity:
Mortgagebacked securities (; $ 0 $ 0 $319,54°

(1) Comprised primarily of mortga-backed securities issued by governr-sponsored agencies, including FHLMC, FNMA, and GNP
(2) Comprised primarily of equity securities in a famientity in 2013

For financial reporting purposes, available-foressgcurities are carried at fair value.

The following table sets forth information about timaturities and weighted-average yield of the séesi portfolio. Yields are not reported on a
tax-equivalent basis.

December 31, 201.

Fair
Amortized Cost Value
After 10 No
< 1-5 5-10 Specific
1yr years years years Maturity Total Total
(dollars in thousand:
Available for Sale
Mortgagebacked securitie $— $ — $— $ — $461,98! $461,98t $451,53(
Yield — — — — 2.5(% 2.5(% —
Corporate note — 25,00( — — — 25,00( 25,32:
Yield — 27% — — — 2.7% —
Equity securitiet — — — — 23,07« 23,07« 20,71«
Yield — — — — 0.0(% 0.0(% —
Total $— $25,00( $— $ — $485,06. $510,06: $497,57.
Weighted Average Yiel — % 270% — % — % 2.5(% 2.52%

The mortgage-backed securities in the portfolicenssued by Fannie Mae, Freddie Mac, and Ginnie &haecontain guarantees for the
collection of principal and interest on the undierdymortgages. The corporate notes in the portfm@high-quality investments in financial
service industry companies.
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LOANS

Existing lending relationships are primarily wittnall businesses and individual consumers primaniBucks, Berks, Chester, Montgomery,
Delaware, and Philadelphia Counties, Pennsylv&aaden and Mercer Counties, New Jersey; and Wessech@ounty and New York City,
New York; and the New England area. The loan platie primarily comprised of loans to support ngaige banking compan’ funding needs
multi-family/commercial real estate, constructiand commercial and industrial loans. The Bank oot to focus on small business loans to
grow its commercial lending efforts, establish acglty lending business, and expand its consuemslihg products, as outlined below:

Commercial Lending

The Bank’s commercial lending is divided into thggeups: Business Banking, Small Business Bankind,Multi-family/commercial real
estate. This grouping is designed to allow for tgeeesource deployment, higher standards of riskagement, strong asset quality, lower
interest rate risk and higher productivity levels.

The commercial lending group focuses on companittssamnual revenues ranging from $5 million to $8illion, which typically have credit
requirements between $0.5 million and $10 million.

The small business banking platform originates $oarcluding Small Business Administration loamsptigh the branch network sales force and
a team of dedicated Small Business relationshipagens. The support administration of this platf@srmoentralized including risk management,
product management, marketing, performance trackimboverall strategy. Credit and sales trainirglieeen established for the Bank’s sales
force, ensuring that it has small business exjpetace providing appropriate financial solutidnghe small business owners in its
communities. A division approach focuses on indestthat offer high asset quality and are depaditto drive profitability.

As of December 31, 2013, the Bank had $2.2 billiocommercial loans outstanding, composing appreiéty 67.1% of its total loan portfolio,
which includes loans held for sale, compared t0 $dillion, composing approximately 37.0% at Decentie 2012.

Specialty Lending

In 2009, the Bank launched its lending to mortgaapeking businesses products, which provide finantirmortgage bankers for residential
mortgage originations from loan closing until sa¢he secondary market. Many providers of liquidiit this segment exited the business in
2009 during the period of excessive market turmidiere is an opportunity to provide liquidity toghbusiness at attractive spreads. There is alst
opportunity to attract escrow deposits and to geteefiee income in this business.

The goal of the warehouse lending group is to pl@Viquidity to mortgage companies. These linesuaesl by mortgage companies to fund their
pipelines from closing of individual mortgage loandil their sale into the secondary market. Ttetdential loans are taken as collateral for
Customers’ loans. As of December 31, 2013, loatkérwarehouse lending portfolio totaled $740.7iamloutstanding, comprising 23.0% of
the Bank'’s total loan portfolio, which includes tsaheld for sale.

The goal of the Bank’s multi-family/commercial remitate lending products is to build a portfolidhigfh-quality multi-family and commercial
real estate loans within the Bank’s covered mayketdle cross selling other products and servigéss product primarily supports refinancing
existing loans using conservative underwriting pral/ides purchase money for new acquisitions bydvegrs. The primary collateral for these
loans is a first lien mortgage on the multi-fanplpperty, plus an assignment of all leases relatedich property. As of December 31, 2013, the
Bank had multi-family loans of $1.1 billion outsting, making up approximately 33.3% of the Banksk loan portfolio, which includes loans
held for sale, compared to $0.4 billion, or appnueiely 12.9% of the total loan portfolio at Decem®g, 2012.

Consumer Lending

The Bank provides home equity and residential nagggoans to customers. Underwriting standardbdare equity lending are conservative
and lending is offered to solidify customer relathips and grow relationship revenues in the lengnt This lending is important in the Bank’s
efforts to grow total relationship revenues fordtsmisumer households. As of December 31, 2013Bdin& had $166.1 million in consumer loans
outstanding, or 5.2% of the Bank’s total loan paitf, which includes loans held for sale. The Bafdas to expand its product offerings in real
estate secured consumer lend



Customers Bank has launched a community outreaxdrgim in Philadelphia to encourage a higher peagendf homeownership in urban
communities. As part of this program, the Bankffering an “Affordable Mortgage Product”. This coramty outreach program is penetrating
the underserved population, especially in low-amdi@nate income neighborhoods. As part of this cdmanit, a loan production office is open
in Progress Plaza, 1501 North Broad Street, PHpade PA. The program includes homebuyer semitieatsprepare potential homebuyers for
homeownership by teaching money management ancebndgkills, including the financial responsibéa that come with having a mortgage
and owning a home. The “Affordable Mortgage Protliscoffered throughout Customers Bank’s assessiaeas.
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The composition of net loans receivable (excluddams held for sale) was as follows:

December 31
2013 2012 2011 2010 2009
(in thousands)

Covered Loans:

Constructior $ 14627 $ 27,79: $ 3792t $3828( $ —
Business Banking

Commercial real esta 24,25¢ 44,90: 48,78¢ 75,24* —

Commercial and industri 5,81¢ 11,15: 13,08 22,87¢ —
Residential real esta 18,73: 19,95: 22,46 23,82: —
Manufactured housin 3,29: 3,72¢ 4,012 4,662 —

Total loan receivable covered under FDIC loss sigaaigreement

€) 66,72¢ 107,52¢ 126,27t 164,88! —

Non-Covered Loans:
Constructior 36,90: 28,897 15,27: 13,38 21,74
Commercial real estate/mi-family 1,835,18 835,48t 350,92¢ 144,84¢ 133,43:
Commercial and industrii 239,50¢ 75,11¢ 69,73¢t 35,94 25,29(
Mortgage warehouse ( 86¢€ 9,56t 619,31 186,11: 16,43¢
Manufactured housin 139,47: 154,70 104,56! 102,92« —
Residential real esta 145,18t 109,43( 53,47¢ 28,96¢ 27,42
Consume| 2,14« 2,061 2,211 1,581 5,52¢
Unearned origination (fees) costs, (912) 1,67¢ (389) 327 457

Total loan receivable not covered under FDIC Idegiag

agreement 2,398,35: 1,216,94. 1,215,11 514,08 230,29¢

Total loans receivabl 2,465,07: 1,324,46 1,341,39: 678,97: 230,29¢
Allowance for loan losse (23,999 (25,839 (15,037 (15,129 (10,037
Loans receivable, ni $2,441,08  $1,298,631 $1,326,36 $663,84: $220,26t

(a) Covered loans receivable acquired from the form@ABank and ISN Bank are covered under the FDIE $bsiring agreements ove
five to ten year period, depending upon the typan.

(b) During the third quarter of 2012, the Bancorp @ddhe fair value option for certain warehouse ilegdransactions originated after July
2012. The documentation on the loans was modifiegurchase with agreement to resell contracsubl, qualified warehouse lending
transactions on its balance sheet at Decembel03B, @1d 2012, were accounted for at fair valueciaskified as held for sale. Warehouse
lending transactions on the Bancorp’s balance sitd@eécember 31, 2011 were classified as loansvadde not covered under FDIC loss
sharing agreement

Mortgage warehouse loans and certain residenaakl@xpected to be sold are classified as loadstresale. Loans held for sale totaled $0.7
billion and $1.4 billion at December 31, 2013 a0d 2, respectively. Loans held for sale are nouidet! in the loan receivable amounts. The
mortgage warehouse product line provides finantingortgage companies nationwide from the timénefttome purchase or refinancing of a
mortgage loan through the sale of the loan by tbhegage originator into the secondary market, eithugh a repurchase facility or the
purchase of the underlying mortgages. As a mortgagehouse lender, we provide a form of financmgibrtgage bankers by purchasing for
resale the underlying residential mortgages oroa-4brm basis under a master repurchase agreeWerdre subject to the risks associated with
such lending, including, but not limited to, theks of fraud, bankruptcy and default of the moregbgnker or of the underlying residential
borrower, any of which could result in credit lass€he mortgage warehouse lending employees mdh#se mortgage originators by obtaining
financial and other relevant information to redtloese risks during the lending period.

Loans receivable, net, increased by $1.1 billiofiza! billion at December 31, 2013 from $1.3 biiliat December 31, 2012. In the first quarter
of 2013, the bank acquired $182.3 million in comers@rioan commitments from Michigan-based FlagB@nk of which $139.6 million is
currently outstanding. In addition, the increaseadans receivable, net, was also attributable gbédn balances for commercial real estate and
commercial and industrial loans which increased$Billion and $159.1 million, respectively fromeBember 31, 2012. The multi-
family/commercial real estate loan balance is iasirg due to the focus on this element of Custdmeganic growth strategy. Offsetting these
increases in part was the loan runoff for purchasedit-impaired and covered loans.
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The following table sets forth certain categorie®ans* as of December 31, 2013, in terms of @amwitral maturity date:

After one
but
within After
Within five five
one year years years Total

(in thousands
Types of Loans

Constructior $ 16,63¢ $ 1,17« $ 33,71 $ 51,52¢
Commercial real esta 46,28¢ 632,97+ 1,180,28: 1,859,54!
Commercial and industri 62,19¢ 42,49¢ 137,40¢ 242,10!

Total $125,12: $676,64- $1,351,401 $2,153,17.

Amount of such loans witt

Predetermined rate $ 48,06: $606,31¢ $1,060,25! $1,714,63:
Floating or adjustable rat 77,06( 70,32¢ 291,15( 438,53!

Total $125,12: $676,64- $1,351,401 $2,153,17.

* Includes covered and n-covered loans

CREDIT RISK

Customers Bancorp manages credit risk by maintgidiversification in its loan portfolio, by estadiing and enforcing prudential underwriting
standards, by collection efforts and by continuang periodic loan classification reviews. Managena¢so considers the effect of credit risk on
financial performance by reviewing quarterly andmtaining an adequate allowance for loan lossesdiClosses are charged when they are
identified, and provisions are added, to the alloveafor loan losses when and as appropriate, Beast quarterly. The allowance for loan losses
is evaluated at least quarterly.

The provision for loan losses was $2.2 million, 8laillion, and $7.5 million for the years endedcBmber 31, 2013, 2012 and 2011,
respectively. The allowance for loan losses maiet@ifor loans receivable (excludes loans helddt@ as estimable credit losses are embedded
in the fair values at which the loans are reportealy $24.0 million, or 1.0% of total nawovered loans, at December 31, 2013, and $25.Bmi

or 2.1% of total non-covered loans, at DecembefB12. The coverage ratio declined during 2013lgrdue to the decrease in non-performing
loans as a result of net-charge-offs ($6.9 milljgrgnsfers to other real estate owned, sustaiagdrmmance improvements that led to lower
reserve factors for commercial, multi-family andidential mortgage loans, and the growth of thetirfiainily loan portfolio which draws only a
40 bps reserve level due to its historical paynesperience. Net charge-offs were $6.9 million fa year ended December 31, 2013, an
increase of $1.4 million compared to the $5.5 wnillfor the year ending December 31, 2012. The Backapproximately $66.7 million in loans
that were covered under loss share arrangemetitgsheit-DIC as of December 31, 2013 and $107.5anibis of December 31, 2012. Custon
Bank considers the covered loans in estimatingliogvance for loan losses and considers recoveegtiinated credit losses from the FDIC in
the FDIC indemnification asset.
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The chart below depicts the Bancorp’s allowancddan losses, excluding the effects of the FDI@ngble, for the periods indicated.

December 31

2013 2012 2011 2010 2009
(dollars in thousand:

Balance of the allowance at the beginning of ther $25,83" $15,03: $15,12¢ $10,03: $ 2,87¢
Loan charge-offs (1)
Constructior 2,09¢ 2,501 1,17¢ 1,214 92(
Commercial real esta 3,35¢ 2,46 5,77¢ 964 2,591
Commercial and industrii 1,381 522 2,54: 1,69¢ 1,08(
Residential real esta 41C 64¢ 10¢ 1,36¢ —
Consumer and oth 87 2€ 55 22 33
Total Charg-offs (2) 7,33¢ 6,16¢ 9,661 5,26t 4,63(
Loan recoveries
Constructior — 4 2 — —
Commercial real esta 42 63 94 — —
Commercial and industrii 391 514 11 6 8
Residential real esta 2 5 — 9 —
Consumer and oth 9 114 7 — —
Total Recoverie 444 70C 114 15 8
Total net charge-offs 6,89¢ 5,46¢ 9,54 5,25( 4,62:
Provision for loan losses (3 5,05¢ 16,27: 9,45( 10,39: 11,77¢
Transfer (4) — — — (50) —
Balance of the allowance for loan losses at the enfithe year $23,99¢ $25,83: $15,03: $15,12¢ $10,03:
Net charge-offs as a percentage of average n-covered loans 0.3t% 0.42% 1.12% 1.0(% 2.05%

(1) Chargeoffs on purchase-credi-impaired loans that are pooled are not recogningitithe pool matures

(2) The large char¢-offs in 2011 were related to loans acquired in20&0 FDIC assisted transactions and the Legacyotiort

(3) For 2013, 2012 and 2011, excludes the benefitaofIC loss share arrangements of $2.8 millionQ $@llion and $2.0 million
respectively. There are no comparable amountsdd® 2and 200¢

(4) In 2010, Customers Bancorp had a reserve of $50d@Qthfunded commitments previously included ie gllowance for loan losses. T
reserve for unfunded loan commitments was recladsib other liabilities

The allowance for loan losses is based on a permdiluation of the loan portfolio and is maintairs a level that management considers
adequate to absorb potential losses. All commelmzals are assigned credit risk ratings, based apassessment of the borrower, the structure
of the transaction and the available collateral@nguarantees. All loans are monitored regulaylyie responsible officer, and the risk ratings
are adjusted when considered appropriate. Theasisgssment allows management to identify problemsltimely. Management considers a
variety of factors, and recognizes the inherehtafdoss that always exists in the lending procknagement uses a disciplined methodology
to estimate the appropriate level of allowancddan losses. Management’'s methodology to estinratggregate reserve is describedNNOTE

3 — SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF FEEENTATION.” See “Asset Qualityfor further discussion of the allowar

for loan losses.

Customers’ methodology includes an evaluation 8§ jeotential from individual problem credits, adlwas a general reserve for the portfolio
considering anticipated specific and general econdewtors that may positively or adversely affesliectability. This assessment includes a
review of changes in the composition and volumthefloan portfolio, overall portfolio quality anégt loss experience, review of specific
problem loans, current economic conditions that afégct borrowers’ ability to repay, and other astthat may warrant consideration in
estimating the reserve. In addition, the Bancoiqtsrnal auditors, loan review, and various reguriatigencies periodically review the adequacy
of the allowance as an integral part of their wagponsibilities or examination process. CustorBarscorp may be asked to recognize additions
or reductions to the allowance for loan losses dasetheir judgments of information available a thme of their examination.
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In the covered loan table, many of the Bank’s conemband industrial loans have been classifiedov®red real estate. Approximately 75-
80% of the Banks commercial real estate, commercial and residertisstruction, consumer residential and commesridl industrial loan typ
have real estate as collateral (collectively, ‘e estate portfolio”). The Bank’s lien position the real estate collateral will vary on a loan-by
loan basis and will change as a result of chang#ei value of the collateral. Current appraisateiging current value estimates of the property
are received when the Bank’s credit group detersiihat the facts and circumstances have significahtinged since the date of the last
appraisal, including that real estate values hateribrated. The credit committee and loan officexdew loans that are fifteen or more days
delinquent and all non-accrual loans on a peribdgis. In addition, loans where the loan officergehidentified a “borrower of interest” are
discussed to determine if additional analysis essary to apply the risk rating criteria propeflige risk ratings for the real estate loan porfoli
are determined based upon the current informatrailable, including but not limited to discussiomih the borrower, updated financial
information, economic conditions within the geodrigparea and other factors that may affect the @iashof the loan. On a quarterly basis, if
necessary, the collateral values or discounted ftasimodels are used to determine the estimateddtue of the underlying collateral for the
guantification of a specific reserve for impairedms. Appraisals used within this evaluation precksnot typically age more than two years
before a new appraisal is obtained. For loans wiearkeestate is not the primary source of colldtenadated financial information is obtained,
including accounts receivable and inventory agamprts and relevant supplemental financial datietermine the fair value of the underlying
collateral.

These evaluations, however, are inherently subjeets they require material estimates, includingpreg others, the amounts and timing of
expected future cash flows on impaired loans, edggthlosses in the loan portfolio, and general artsofor historical loss experience, economic
conditions, uncertainties in estimating lossesiahdrent risks in the various credit portfoliod,ailwhich may be susceptible to significant
change. Pursuant to ASC 480ntingenciesnd ASC 310-40roubled Debt Restructurings by Creditarspaired loans, consisting of non-
accrual and restructured loans, are considerdteimethodology for determining the allowance feddrlosses. Impaired loans are generally
evaluated based on the expected future cash flottedair value of the underlying collateral (lesgimated costs to sell) if principal repayment
is expected to come from the sale or operationuch €ollateral.
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The following table shows how the allowance fomdasses was allocated among the various loangbiosfthat were outstanding. This
allocation was based on management’s specificwesfahe credit risk of the outstanding loan pditfe in each category as well as historical
trends.

December 31

2013 2012 2011
Percent o Percent ¢ Percent ¢
Loans in Loans in Loans in
Allowance each Allowance each Allowance each
category category category
for loan to total for loan to total for loan to total
losses loans (a) losses loans (a losses loans (a
(dollars in thousands
Constructior $ 2,38t 9% $ 3,991 4% $ 4,65¢€ 4.C%
Commercial real estate/mi-family 15,70t 65.4 15,43¢ 66.5 7,03( 29.¢
Commercial and industri 2,63¢ 11.C 1,47 6.5 1,441 6.2
Residential real esta 2,49( 10.¢ 3,23: 9.8 844 5.€
Consumer and oth 13C 0.t 154 0.2 77 0.1
Mortgage warehous 3€ 0.2 71 0.7 92¢ 46.2
Manufactured housin 614 2.€ 75C 12.C 1 8.1
Residual Reserv — — 722 — 54 —
$ 23,99¢ 100.(% $25,83: 100.(% $15,03: 100.(%

December 31

2010 2009
Percent ¢ Percent ¢
Loans in Loans in
Allowance each Allowance each
category category
for loan to total for loan to total
losses loans (a losses loans
(dollars in thousand:
Constructior $ 2,12¢ 9.5% $ 2,34¢ 9.5%
Commercial real estate/mi-family 6,28( 32.C 4,87¢ 58.C
Commercial and industri: 1,66: 7.2 1,35(C 11.C
Residential real esta 3,98¢ 7.8 1,28¢ 11.¢€
Consumer and othu 11 0.2 75 2.4
Mortgage warehous 46E 27.4 — 7.2
Manufactured housin — 15.¢ — —
Residual Reserv 59¢€ — 10C —
$15,12¢ 100.(% $10,03: 100.(%

(a) Total loans include covered and -covered loans in 2013, 2012, 2011, and 2010. Nerealvloans were held prior to 20:

ASSET QUALITY

Customers divides its loan portfolio into two catggs to analyze and understand loan activity artbpmance: loans that were originated, and
loans that were acquired. Customers further dividiggnated loans into two categories: those o&tgd prior to the current underwriting
standards in 2009 and those originated subjetio®et standards post 2009, and purchased loartsvimtmategories: those purchased at a credit
discount, and those not acquired with credit distoManagement believes that this additional infation provides for a better understanding of
the risk in the portfolio and the various typegederves that are available to absorb loan lobsg¢sitay arise in future periods. Credit losses
originated loans are absorbed by the allowanc®or loss reserves. Credit losses from acquiretslaae absorbed by the allowance for loan
losses, nonaccretable difference fair value mankd,cash reserves, as described below. The all@fantan losses is to absorb only those
losses estimated to have been incurred after dtignjsvhereas the fair value mark and cash reseabsorb losses estimated to have been
embedded in the acquired loans at acquisition. 3ttiedule includes both loans held for sale anaslb&Id for investment.
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Asset Quality at December 31, 2013

Greater NPL NPA
than 90 to to
Days Non- Loan  Loans+
PCI 30-90 and accrual/ OREO NPA Type OREO
Loan Type Total Loans Loans Current Days Accruing  NPL (a) (b) (@)+(b) (%) (%)
(dollars in thousand:
New Century Orig. Loan:
Legacy $ 7434: % 0 $ 64,32: $ 55t % 0 $9,468¢ $ 3,75¢ $13,22: 12.7¢ 16.9:
TDRs 1,692 0 97¢ 0 0 714 0 714 4220 42.2(
Total Originated Loans 76,03¢ 0 65,29¢ 55E 0 10,18: 3,75¢ 13,93¢ 13.3¢ 17.4i
Originated Loans
Warehous« Repo 4,74: 0 4,74: 0 0 0 0 0 0.0C 0.0C
Manufacturec 4,17¢ 0 4,17¢ 0 0 0 0 0 0.0C 0.0C
Commercia 801,22¢ 0 800,71t 0 0 511 0 511 0.0¢ 0.0¢
Multi-family 1,056,69! 0 1,056,69 0 0 0 0 0 0.0c 0.0C
Consumer/Mortgag 110,59: 0 110,59: 0 0 0 0 0 0.0C 0.0C
CRA 8,14¢ 0 8,14¢ 0 0 0 0 0 0.0C 0.0C
Total Originated Loans 1,985,58! 0 1,985,07: 0 0 511 0 511 0.0¢ 0.0
Acquired Loans
Berkshire 11,83 0 9,44¢ 1C 0 2,37: 1,201 3,57¢ 20.0¢ 27.4
FDIC - Coverec 42,25( 0 35,91« 68€ 0 5,65( 6,95: 12,60¢ 13.37 25.61
FDIC — Non-coverec 15 0 15 0 0 0 0 0 0.0C 0.0C
Manufactured Housing 201 74,69: 0 69,87" 4,817 0] 0 0 0 0.0C 0.0C
Manufactured Housing 201 0 0 0 0 0 0 357 357 n/e 100.0(
Manufactured Housing 201 53,46 0 46,66 3,02 3,772 0 0 0 0.0c 0.0C
Flagstar 139,58: 0 139,58: 0 0 0 0 0 0.0C 0.0C
TDRs 2,92¢ 0 2,40( 82 0 447 0 447 15.2¢  15.2¢
Total Acquired Loans 324,76 0 303,90 8,61 3,772 8,47( 8,511 16,98. 2.61 5.1C
Acquired PCI Loans
Berkshire 50,32¢ 50,32¢ 45,30: 44¢ 4,58( 0 0 0
FDIC - Coverec 24,478 24 ,47: 4,32¢ 51 20,09¢ 0 0] 0
Manufactured Housing 201 5,47¢ 5,47¢ 2,53¢ 47( 2,474 0 0 0
Total Acquired PCI Loans 80,28: 80,28 52,16: 967 27,15: 0 0 0
Fair Value/Deferred Fees a
Expense! (1,597) 0 (1,597) 0 0 0 0 0
Total Loans Held for Investmer 2,465,07t 80,28: 2,404,85 10,13¢ 30,92¢ 19,16: 12,26¢ 31,42¢
Total Loans Held for Sale 747,59: 0 747,59: 0 0 0 0 0
Total Portfolio $3,212,67. $80,28: $3,152,44. $10,13¢ $30,92! $19,16I $12,26! $31,42¢ 0.6C 0.97
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Asset Quality at December 31, 2013 (continued)

Reserve
Total to Loans Reserves
Credit Cash Credit to NPLs
Loan Type Total Loans NPL ALL Marks Reserve Reserve: (%) (%)
(dollars in thousand:
New Century Orig. Loan:
Legacy $ 74,34 $9,46¢ $ 238 $ 0 $ 0 $ 2,38¢ 3.21 25.2(
TDRs 1,692 714 56 0 0 56 3.31 7.8¢4
Total New Century Orig. Loan 76,03¢ 10,18: 2,44 0 0 2,44 3.21 23.9¢
Originated Loans
Warehous« Repo 4,74 0 36 0 0 36 0.7¢ n/e
Manufacturec 4,17¢ 0 84 0 0 84 2.01 n/e
Commercia 801,22¢ 511 5,93¢ 0 0 5,93¢ 0.74  1161.6:
Multi-family 1,056,691 0 4,227 0 0 4,22 0.4C n/e
Consumer/Mortgag 110,59: 0 39¢ 0 0 39¢ 0.3¢ n/e
CRA 8,14¢ 0 61 0 0 61 0.7% n/e
Total Originated Loans 1,985,58! 511 10,74( 0 0 10,74( 0.54 2101.7t
Acquired Loans
Berkshire 11,83: 2,37: 51C 0 0 51C 4.31 21.4¢
FDIC - Coverec 42,25( 5,65( 924 0 0 924 2.1¢ 16.3¢
FDIC — Non-coverec 15 0 0 0 0 0 0.0C n/e
Manufactured Housing 201 74,69¢ 0 0 0 3,08¢ 3,08¢ 4.1z n/e
Manufactured Housing 201 0 0 0 0 0 0 n/e n/e
Manufactured Housing 201 53,46 0 0 0 0 0 0.0C n/e
Flagstai 139,58: 0 0 0 0 0 0.0C n/e
TDRs 2,92¢ 447 13t 0 0 13t 4.61 30.2(
Total Acquired Loans 324,76: 8,47( 1,56¢ 0 3,08¢ 4,65¢ 1.4: 54.9¢
Acquired PCI Loans
Berkshire 50,32¢ 0 4,241 (2,16)) 0 2,08( 413 n/e
FDIC — Coverec 24,47" 0 4,47¢ (49 0 4,42 18.0¢ n/e
Manufactured Housing 201 5,47¢ 0 53( 4,42 0 4,95 90.4z n/e
Total Acquired PCI Loans 80,28 0 9,24 2,21% 0 11,46( 14.27 n/e
Fair Value/Deferred Fees and Exper (1,599 0 0 0 0 0
Total Loans Held for Investmer 2,465,07! 0 0 0 0 0
Total Loans Held for Sale 747,59 0 0 0 0 0
Total Portfolio $3,212,67. $19,16¢ $23,99¢ $2,21: $3,08¢ $29,29: 0.91 152.8¢

Originated Loans

Originated loans totaled $2.1 billion, or 64.2%atfl loans at December 31, 2013 compared to $fidnb or 57.7% at December 31, 2012.

$76.0 million of these loans were originated pt@mSeptember 2009 (“Legacy Loans/New Century”) wiiennew management team adopted
new underwriting standards that management belies#sr limits risks of loss. At December 31, 20th@, older New Century/Legacy loans
comprised $13.9 million of non-performing assetdKA,” which includes non-performing loans of $1@nlion and other real estate owned of
$3.7 million), or 96.5% of total NPA for originatégians and 44.4% of total NPA. The high level ofifmerforming loans (“NPL”) in the Legacy
Loan portfolio (13.4% NPL / Loans) is supported#®/4 million of the allowance for loan losses, boat 25.0% of non-performing Legacy
Loans. Non-performing originated loans totaled $@ilion as of December 31, 2013 and were suppdste$10.7 million of allowance for loan
losses (nearly 21 times the amount of NPA.)

Originated commercial loans and multi-family lodotaled $1.9 billion and were supported with $1fiion of the allowance for loan

losses. Consumer and mortgage loans totaled $idillién and were supported by $0.4 million of tH&ance for loan losses. The mortgage
warehouse loans are classified as held for sale@uit allowances are embedded in the reportecoetenso no allowance for loan losses is
maintained. As previously noted, the total amodmtan-performing loans originated since 2009 wa$ $illion.

Acquired Loan:

At December 31, 2013, Customers Bank reported l§illidn of acquired loans which was 12.6% of tdtans compared to $0.3 billion, or 8.1%
of total loans at December 31, 2012. When loangegieired, they are recorded on the balance shést galue. Acquired loans include
purchased portfolios, FDIC failed-bank acquisiticesd unassisted acquisitions. Credit losses ouirgchloans are absorbed first by the credit
mark on the loan at the time it was acquired acdrsg by the allowance created for
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deterioration in credit quality subsequent to asitjon. Of the loans purchased from Tammac pric@d2, $74.7 million were supported by a
$3.1 million cash reserve that was created asgbdine purchase transaction to absorb losses andirgtained in a demand deposit account at
Customers Bank. All current losses and delinquetetrést are absorbed by this reserve. For the manméd housing loans purchased in 2012 in
the amount of $56.0 million, Tammac has an oblagyato pay Customers Bank the full payoff amoura diefaulted loan, including any

principal, unpaid interest, or advances on thedpance the borrower vacates the property.

Many of the acquired loans were purchased at @digc The price paid considered management’s judgaseto the credit and interest rate risk
inherent in the portfolio at the time of purchaSeery quarter, management reassesses the risldargissthe cash flow forecast to incorporate
changes in the credit outlook. A decrease in fatecash flows for a purchased loan will result pravision for loan losses, and absent charge-
offs, an increase in the allowance for loan lossetal NPA in the acquired portfolio were $17.0lroit, or 54.0% of total NPA. Of total NPA,
40.1% have FDIC loss share protection (80% FDICcaye of losses). At December 31, 2013, the FDMeeal loans had $5.4 million of
allowance for loan losses and $2.2 million of namatable difference fair value marks to absorbiireniand future credit losses. 11.4% of total
NPA were from loans related to the Berkshire adtiois while 1.1% of total NPAs were related torgaacquired from Tammac with a c¢
deposit of $3.1 million to absorb certain lossed amuarantee to absorb certain other losses.

Acquired loans have a significantly higher percgataf nonperforming assets than loans originated after $apte 2009. Management acqui
these loans with the expectation that panforming loan levels would be elevated, and tloeecincorporated that expectation into the priail}
Management also created a Special Assets groupdkat major focus on workouts for these acquicedperforming assets.

Held-for-Sale Loans

The loans held-for-sale portfolio included $740.ilian of loans to mortgage banking businesses%t@ million of residential mortgage loans.
Held-for-sale loans are carried on our balancetsdtefair value or lower of cost or market. As dtdaiss expectations are embedded in the fair
value estimate, an allowance for loan losses isaetled.

Loans not covered under loss sharing arrangem
The tables below set forth non-covered non-perfogndans and non-performing assets and assetytetiivs:

December 31

2013 2012 2011 2010 2009
(in thousands
Loans 90+ days delinquent still accru $377: $ 1966 $ 0 3 5 $411¢
Non-accrual loan: $13,51¢ $22,347 $29,63! $22,24: $10,34:
OREO 5,312 4,00t 7,31¢ 1,90¢ 1,15¢
Non-performing no-covered asse $18,82F $26,35: $36,94¢ $24,14¢  $11,49¢
December 31
2013 2012 2011 2010 2009
Non-accrual no-covered loans to total n-covered loan 0.5€% 1.84% 2.44% 4.3% 4.4%%
Nonr-performing no-covered assets to total r-covered asse 0.7¢% 2.1e% 3.02% 4.68% 4.97%
Nonr-accrual no-covered loans and 90+ days delinquent to tota-covered asse 0.72% 1.9%% 2.42% 4.31% 6.25%
Allowance for loan losses to (1
Total nor-covered loan 0.62% 1.2(% 1.24% 2.94% 4.3¢%
Non-performing no-covered loan 109.10%% 65.2¢% 50.7% 68.0% 97.01%
Non-performing no-covered asse 78.3t% 55.3% 40.6¢% 62.62% 87.21%

(1) Excludes the impact of purcha-credi-impaired loans and their related allowance for llmsses of $9.2 million for 2013 and $1.
million for 2012. There was no related allowanceléan losses for 2011 and 2010. There were ndhased-credit-impaired loans in the
portfolio in 2009.
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The table below sets forth types of non-coveredddaat were non-performing at December 31, 2008222011, 2010 and 2009.

December 31

2013 2012 2011 2010 2009
(in thousands
Constructior $204¢ $242: $5630 $467: $ 2,83¢
Residential real esta 96¢ 1,66¢ 1,64: 1,12¢ 39C
Commercial real esta 9,92¢ 17,77( 19,53¢ 15,73¢ 6,177
Commercial and industri 122 28¢ 2,78¢ 70¢E 721
Manufactured housin 44¢ 141 0 0 0
Consumer and oth 0 56 40 0 21t
Total nor-performing loan: $13,51¢ $22,347 $29,63! $22,24: $10,34:

The Bank seeks to manage credit risk through thersification of the loan portfolio and the apptioa of credit underwriting policies and
procedures designed to foster sound credit stas@eard monitoring practices. While various degrdeseaxlit risk are associated with
substantially all investing activities, the lendiiumction carries the greatest degree of potelusa.

Asset quality assurance activities include canefahitoring of borrower payment status and the plciceview of borrower current financial
information to ensure ongoing financial strengtd Aorrower cash flow viability. The Bank has estdi#d credit policies and procedures, seeks
the consistent application of those policies aratedures across the organization, and adjustsgmhbs appropriate for changes in market
conditions and applicable regulations.

Problem Loan Identification and Managem

To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resihte, construction portfolio and residential
real estate segments, and for purposes of analjimtagrical loss rates used in the determinatiothefallowance for loan losses for the respe
portfolio segment, the Bank utilizes the followiogtegories of risk ratings: pass (there are skratings of pass loans), special mention,
substandard, doubtful or loss. The risk ratinggaties, which are derived from standard regulatating definitions, are assigned upon initial
approval of credit to borrowers and updated pecaltli thereafter. Pass ratings, which are assigméaose borrowers who do not have an
identified potential or well-defined weaknesses famdvhich there is a high likelihood of orderlypayment, are updated periodically based on
the size and credit characteristics of the borrowkmother categories are updated on a quarteaisduring the month preceding the end of the
calendar quarter. While assigning risk ratings lmes judgment, the risk rating process allows manant to identify riskier credits in a timely
manner and allocate the appropriate resources nagirgg the loans.

The Bank assigns a special mention rating to Itfagishave potential weaknesses that deserve maeagisrolose attention. If left uncorrected,
these potential weaknesses may, at some futurerdateét in the deterioration of the repayment peass for the loan and our credit position. At
December 31, 2013 and 2012, special mention loans $40.4 million and $28.8 million, respectively.

Risk ratings are not established for home equiy$p consumer loans, and installment loans, maedause these portfolios consist of a larger
number of homogenous loans with smaller balancsse&d, these portfolios are evaluated for riskhipddased on aggregate payment history,
through the monitoring of delinquency levels arehtfs.

A regular reporting and review process is in placprovide for proper portfolio oversight and catiand to monitor those loans identified as
problem credits by management. This process igdedito assess our progress in working towardwign] and to assist in determining an
appropriate specific allowance for possible losgédéidoan work-out situations involve the activerpieipation of management and are reported
regularly to the Board. When a loan becomes de#intj@0 days or more, or earlier if considered appate, the loan is assigned to Customers’
Special Asset Group (“SAG”) for workout or othesotution.

Loan charge-offs are determined on a case-by-cse.lhoans are generally charged off when prindésplékely to be unrecoverable and after
appropriate collection steps have been taken. kcbarge-offs are proposed by the SAG and approvellebigoard of Directors.

Loan policies and procedures are reviewed intgrtiail possible revisions and changes on a reguasisbin addition, these policies and
procedures, together with the loan portfolio, @éawed on a periodic basis by various regulatgenaies and by our internal, external and loan
review auditors, as part of their examination anditsprocedures.

Troubled Debt Restructurings (TDRS)

At December 31, 2013 and 2012, there were $4.6omiind $6.1 million, respectively, in loans repdras TDRs. TDRs are considered impz
loans in the calendar year of their restructuring are evaluated to determine whether they shaufuldred on
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non-accrual status. In subsequent years, a TDRb@agturned to accrual status if it satisfies airmirm six-month performance requirement;
however, it will remain classified as an impairedn. Generally, Customers Bank requires sustaiegdrmmance for nine months before
returning a TDR to accrual status.

Modification of purchased-credit-impaired loansttage accounted for within loan pools in accordanitk the accounting standards for
purchased-credit-impaired loans do not result érémoval of these loans from the pool even if Mications would otherwise be considered a
TDR. Accordingly, as each pool is accounted foa aingle asset with a single composite interestaatl an expectation of cash flows,
modifications of loans within such pools are notR®D

TDR modifications primarily involve interest ratercessions, extensions of term, deferrals of geadcand other modifications. Other
modifications typically reflect other nonstandagdnis which the Bancorp would not offer in non-trieabsituations. During the years ended
December 31, 2013 and 2012, respectively, loanseggtgng $1.2 million and $1.5 million were modidfia troubled debt restructurings. TDR
modifications of loans within the commercial andustrial category were primarily interest rate ces®ions, deferrals of principal and other
modifications; modifications of commercial realagstloans were primarily deferrals of principatesmsions of term and other modifications;
modifications of residential real estate loans wammarily interest rate concessions and defeofjwincipal. As of December 31, 2013 and
2012, there were no commitments to lend additifurads to debtors whose terms have been modifigwbirbled debt structuring.

There were no valuation losses at the time ofritngbied debt restructuring and the TDR had no irhpadhe allowance for loan losses. During
the twelve- month period ending December 31, 26¢8,TDR loans defaulted with a total recorded istmeent of $0.4 million. During the
twelve-month period ending December 31, 2012, thieR loans defaulted with a total recorded investnod $0.3 million. Since these loans
were included in the loan portfolio that is subjecthe cash reserve, they will be removed fromdhe portfolio when they become ninety days
past due; accordingly, there were no defaulted T&RRs at December 31, 2013 and 2012.

All loans modified in troubled debt restructurireye considered impaired and measured for impairriéet nature and extent of impairment of
TDRs, including those which have experienced aemisnt default, is considered in the determinatfcan appropriate level of allowance for
loan losses. There were no specific allowancedtiegdrom TDR modifications during 2013, compatedspecific allowances of $0.1 million
during 2012.

Nor-performing loans and assets covered under FDIG &®aring agreements

The tables below set forth non-accrual coveredd@ad non-performing covered assets covered ual€ IBss sharing agreements excluding
purchased-credit-impaired loans.

December 31

2013 2012 2011
(in thousands
Non-accrual covered loar $ 5,65( $10,50: $ 6,99:
Covered other real estate owr 6,95¢ 4,10¢ 6,16¢
Total nor-performing covered asse $12,60: $14,61: $13,15¢

The table below sets forth the types of coveredddhat were non-performing excluding purchaseditimpaired loans.

December 31

2013 2012 2011
(in thousands
Constructior $3,38- $ 5,24« $2,58¢
Residential real esta 564 1,35¢ 1,07¢
Commercial real esta 1,691 3,712 3,18¢
Commercial and industri 2 10C 72
Manufactured housin 11 90 78
Total nor-performing covered loar $5,65( $10,50¢ $6,99:

FDIC LOSS SHARING RECEIVABLE

As of December 31, 2013, $66.7 million, or 2.1%ouofstanding loans, and $ 7.0 million, or 56.7%ftbfer real estate assets, were covered (
loss share agreements with the FDIC in which th&CHEas agreed to reimburse us for 80% of all logsaared in
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connection with those assets. We estimated the F&iftbursement that will result from losses or exgas incurred as we dispose of covered
loans and other real estate assets, and includdifiying incurred expenses, we recorded the tata seceivable from the FDIC. The FDIC loss
sharing receivable was approximately $10.0 milbowa $12.3 million as of December 31, 2013 and 264<hectively. Increases in the FDIC
indemnification asset reflect an estimated decregmsash flows on a covered loan, and a decreateimdemnification asset reflects an incre
in the estimated cash flows of a covered loan,thedhange in estimated collections is presentethrike provision for loan losses.

ACCRUED INTEREST RECEIVABLE

Accrued interest receivable increased by $2.6 onilor 44.4%, to $8.4 million at December 31, 20b8 $5.8 million at December 31, 2012.
This increase primarily was associated with thegase of in total loans receivable of $1.1 billior$2.4 billion at December 31, 2013 from $1.3
billion at December 31, 2012.

PREMISES AND EQUIPMENT AND OTHER ASSETS

Our premises and equipment, net of accumulatededigpion, was $11.6 million and $9.7 million at Beder 31, 2013 and 2012, respectively.
Leasehold improvements and furniture and equipmperthases from relocation of a bank branch and b#ide contributed $2.8 million to the
increase. Technology equipment contributed $1.0anibue to the increase of additional technolaagilities and employees.

Customers Bank's restricted stock holdings at Déxear31, 2013 and December 31, 2012 were $42.4omidihd $30.2 million,
respectively. These consist of stock of the Fedeemslerve Bank, Federal Home Loan Bank and Atl&eictral Bankers Bank, and are required
as part of our relationship with these banks.

Other assets at December 31, 2013 and Decemb2032 were $41.0 million and $21.6, respectivelytivity that contributed to the increase
$19.4 million included $6.6 million in student deyits, $1.1 million of equity investments and $3.@iom of cash pledged for interest rate
swaps.

BOLI purchases of $45.0 million during 2013 contitid to the increase in our BOLI cash surrenderevaf $102.2 million at December 31,
2013 from $54.7 million at December 31, 2012. B&Llised by the Bank as tax-free funding for empddyenefits. Included in BOLI on the
balance sheet is the Supplemental Executive Regimeflan (“SERP”) balance of $2.3 million and $hilion at December 31, 2013 and 2012,
respectively.

DEPOSITS
We offer a variety of deposit accounts, includithgeking, savings, money market deposit account®/fM”") and time deposits. Deposits are
obtained primarily from our geographic service afeatal deposits grew to $3.0 billion at Decemb&r213, an increase of $519.1 million, or
21.3%, from $2.4 billion at December 31, 2012. Wpezienced growth in retail deposits due to exceygti sales behaviors, despite lower
interest rates in 2013.

The components of deposits were as follows at gesdndicated:

December 31

2013 2012 2011
(in thousands
Demand, no-interest bearin $ 478,10: $ 219,68 $ 114,04
Demand, interest bearir 58,01: 37,26( 37,04«
Savings, including MMDA 1,298,46! 1,003,98' 719,34:
Time, $100,000 and ov 797,32: 708,48 408,85:
Time, othel 328,01¢ 471,39¢ 303,90°
Total deposit: $2,959,92. $2,440,81 $1,583,18'

Time deposits of $100,000 or more were $797.3 omilit December 31, 2013 compared to $708.5 millitdbecember 31, 2012, an increase of
$88.8 million or 12.5%. The increase was primadiilye to deposit promotions and the addition of thdificate of Deposit Account Registry
Service (“CDARS”) deposit program. Nanterest bearing demand deposits totaled $478llomét December 31, 2013, up from $258.4 mil

at December 31, 2012. These accounts include depdstudents made pursuant to a
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program serviced by a third party on behalf of Gostrs. Deposits of students totaled $232.8 millistof December 31, 2013 and $0 as of
December 31, 2012. These deposits are seasonkiihgéathe fall and mid-winter and lowest in tharemer. Average deposit balances by type
and the associated average rate paid are summasimad:

Average Deposit Balance

Year ended December 3. 2013 2012 2011
Average Average Average Average Average Average
Balance Rate Paic Balance Rate Pai Balance Rate Pai
(dollars in thousands)
Demand deposil $ 385,17 0.0% $ 180,71¢ 0.0(% $ 94,76¢ 0.0(%
Interes-bearing demand depos 45,61 0.52 36,70 0.52 22,39« 0.4¢
Savings, including MMDA 1,138,20! 0.6¢ 876,60" 0.8¢ 516,81: 1.32
Time deposit: 1,251,70 1.04 935,20° 1.4z 808,63’ 1.8t
Total $2,820,69! $2,029,23; $1,442,61!

At December 31, 2013, the scheduled maturitiesrad tleposits greater than $100,000 were as follows:

December 31
(in thousands

3 months or les $ 207,46(

Over 3 through 6 montt 123,14
Over 6 through 12 montt 155,23!
Over 12 month 311,48:
Total $ 797,32

FHLB ADVANCES and OTHER BORROWINGS

Borrowed funds from various sources are generalyduo supplement deposit growth and meet otheatipg needs.

Short-term debt

Short-term debt was as follows:

December 31,

2013 2012 2011
Amount Rate Amount Rate Amount Rate
(dollars in thousand:s
FHLB advance: $611,50( 0.2€% $411,00( 0.25% $320,00( 0.25%
Federal funds purchas 13,00 0.4¢ 5,000 0.2C 5000 0.12
Total shor-term borrowings $624,50( $416,00( $325,00(

There were $13.0 million and $5.0 million of Fedduads purchased as of December 31, 2013 and 2842ectively. Federal funds typically
mature in one day. FHLB overnight advances tot&tl.5 million and $411.0 million as of December 3013 and 2012, respectively. For
additional information on the Company’s short-tatebt, refer to “NOTE 11 — BORROWINGS.”
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Long-term debt

Debt, originally issued as long-term, totaled $36@illion and $62.0 million as of December 31, 2@t®l 2012, respectively. The contractual
maturities of fixed-rate long-term FHLB advances as noted below.

December 31

2013 2012
Amount Rate Amount Rate
(dollars in thousand:

2014 $ 0 0.0(% $15,00C 0.52%
2015 50,00( 0.37 25,00C 0.61
2016 35,00( 0.6€ 10,000 0.77
2017 5,00( 3.0¢ 5,00C 3.0¢
2018 5,00( 3.31 5,000 3.31

$95,00( $60,00(

Senior notes

In July and August 2013, the Bancorp issued $63l®min aggregate principal amount of senior rotiie 2018. The notes bear interest at
6.375% per year which is payable on March 15, Ii&eptember 15, and December 15 of each yeamdths are unsecured obligations of
Bancorp and rank equally with all of its secured ansecured senior indebtedness.

Subordinated debt

Customers Bank issued a subordinated term notagitive second quarter of 2004. The note was issue&?.0 million at a floating rate based
upon the three-month LIBOR rate, determined quigttptus 2.75% per annum. Quarterly interest payiiare made on this note in January,
April, July and October. At December 31, 2013, dbarterly average rate was 2.99% and the averaégéorathe year was 3.02%. The note
matures in the fourth quarter of 2014.

SHAREHOLDERS' EQUITY

Shareholders’ equity increased by $117.1 millio8386.6 million at December 31, 2013, from $269illion at December 31, 2012. The
increase in equity was primarily the result of dlguoffering of 6.8 million shares of common stogkhich resulted in net proceeds of $ 97.5
million. There were two private offerings of an agggate of 7.1 million shares of common stock in2fiat resulted in net proceeds aggregating
$94.6 million.

In May 2013, the Bancorp’s Board of Directors apithe conversion of all Class B Non-Voting Comnstack to Class A Voting Common
Stock.

In November 2013, the Bancorp’s Board of Directrthorized a stock repurchase plan in which thec8gmcould acquire up to 5% of its
current outstanding shares at prices not to exae&@% premium over the current book value. Thendmase program may be suspended,
modified or discontinued at any time, and the Bapdwas no obligation to repurchase any amounsafdtnmon stock under the program.

In addition, during 2013, the Bancorp:

e sold 6.2 million shares of new issue Voting comrstotk at a price to the public of $16.75 per sh@ine. net proceeds after deduct
underwriting discounts and commissions and offeergenses were $97.5 millic

» converted 3.7 million shares of Class B |-Voting common stock into 3.7 million shares of \iaticommon stock
» repurchased 0.5 million shares under the stockrchpse program discussed abc
* issued 23,413 shares of common stock under-based compensation arrangeme

» issued 31,904 shares of Class B -Voting common stock and 14,869 shares of Votingoom stock upon exercise of outstanc
warrants; an

» repurchased warrants to purchase 17,227 shareginfi\vcommon stock and 17,227 shares of Class E-Voting stock.
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During 2012, the Bancorp:
* sold 7.1 million shares of common stock in privafierings. The proceeds, net of offering costs,en&34.6 million; anc

« announced that, due to market conditions, it hadgmmed its initial public offering of voting commgtock. Costs related to this postpc
offering in the amount of $1.4 million were expethssd are a component of I-interest expense

During 2011, the Bancorp:

» sold an aggregate of 1.3 million shares of comnocksand 1.1 million shares of Class B I-Voting Common Stock in privat
offerings. Total proceeds, net of offering costerev$28.5 million

» acquired Berkshire Bancorp, In“BBI") and exchanged each outstanding share of BBI constock for 0.1534 shares of the Banc's
common stock, resulting in the issuance of 0.6ionilshares of the Bancc's common stock; ar

» repurchased from the United States Departmenteddury “Treasur”) 2,892 shares, constituting all of the issued anstanding share:
of the Bancorp’s Series A Preferred Stock at angyase price equal to the liquidation value of 8Q,per share, or a total of $2.9 million
plus accrued, unpaid dividends on such shares &g ®4l7,000, and 145 shares, constituting all efissued and outstanding shares, of the
Bancorp’s Series B Preferred Stock and, togethtir thie Series A Preferred Stock, (the “preferreateatl’), at a repurchase price equal to
the liquidation value of $1,000 per share, or altof $145,000, plus accrued, unpaid dividendsumt shares equal to $2,000. The total
repurchase price for the preferred shares equéddnillion, including accrued dividends. The reghase of the preferred shares relate
the TARP Letter Agreement entered into by and ambadBancorp, Berkshire and the Treasury on Sepeff) 2011

For additional details relating to changes in tl@a&rp’s shareholders’ equity, refer to the “Comsded Statements of Changes in Shareholders
Equity” presented in Part Il, Item 8. Financialt8taents and Supplementary Data of this Form 10-K.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity for a financial institution is a measuséthat institution’s ability to meet depositorgeds for funds, to satisfy or fund loan
commitments, and for other operating purposes. irggadequate liquidity is an objective of the Adsability Management process. Custorn
Bancorp coordinates its management of liquidityhvaitir interest rate sensitivity and capital positiand strives to maintain a strong liquidity
position.

The Bank’s investment portfolio provides periodésh flows through regular maturities and amortizgtand can be used as collateral to secure
additional liquidity funding. Our principal sourcesfunds are proceeds from stock issuance, depagbt issuance, principal and interest
payments on loans, and other funds from operatBosowing arrangements are maintained with theeFlddHome Loan Bank and the Federal
Reserve Bank of Philadelphia to meet short-termidigy needs. As at December 31, 2013 and 2012boupwing capacity with the Federal
Home Loan Bank was $1.6 billion, and $608.9 millimspectively, of which $611.5 million and $41dlion, respectively, was used in short-
term borrowings. As of December 31, 2013 and 26WL2borrowing capacity with the Federal ReservelBafrPhiladelphia was $92.3 million
and $107.0 million, respectively.

Net cash flows provided by operating activities e#$722.0 million for the twelve months ended Decen®i, 2013, compared to net cash fl¢
used in operating activities of $1.2 billion foettwelve months ended December 31, 2012. Originatidoans held for sale in excess of the
proceeds from the sales of loans contributed $68@l®n to cash flows used in operating activitétging 2013. Origination of loans held for
sale in excess of the proceeds from the salesagtloontributed $1.265 billion to cash flows usedperating activities during 2012.

Investing activities used net cash flows of $1l6dn for the twelve months ended December 31, 2@LBchases less proceeds from sales of
investment securities contributed $381.8 milliomjck included the sale of $160.3 million of avalafor-sale securities during 2013. A net
decrease in loans contributed $1.0 billion to itwesactivities. For the twelve months ended Decen®i, 2012, net cash flows provided by
investing activities were $262.1 million.

Financing activities provided $913.0 million forethwelve months ended December 31, 2103, as ireséasash from deposits provided $519.2
million, and net proceeds of $97.5 million wereaiged from private securities offerings during 20IBese financing activities, in addition to
increases in short-term and FHLB term borrowing$2{8.5 million and $91.0 million, respectivelyppided sufficient cash flows to support
operating and investing activities.

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

The Board of Governors of the Federal Reserve 8yktes adopted risk-based capital and leveragereigrements for bank holding
companies like the Bancorp and banks like Customardk that are members of the Federal Reserver8y3tee Pennsylvania Department of
Banking and Securities also sets minimum capit@lirements. At December 31, 2013 and 2012, the ®@anoet each of our minimum capital
requirements. Management believes that the Banoesis the regulatory “well capitalizedtiteria as of December 31, 2013. Banking regu&
have discretion to establish an institution’s diésgtion based on other factors, in addition te thstitution’s numeric capital levels.

Management is not aware of any developments theg becurred and that could, or would be reasorigt#iy to, cause the Bancorp’s
classification to be reduced below a level of “wapitalized” for regulatory purposes. The Banceigapital classification is determined
pursuant to “prompt corrective action” regulatioasd to determine levels of deposit insurance assg#ts, and may not constitute an accurate
representation of our overall financial conditiorpoospects.

The Bank experienced rapid loan growth during thal fdays of 2012. During the standard closing essoof the Bank’s December 2012
financial statements, management determined oradaB0, 2013 that the rapid loan growth resulted ireduction in the Bank’s capital ratios,
causing the Bank to become adequately capitaliged Becember 31, 2012. Management immediatelsteared sufficient capital from the
Bancorp to the Bank, returning the Bank to wellitajzed status. Sufficient cash is maintainechatBancorp to ensure that the Bank remains
well capitalized, and management remains commiti¢dking all steps necessary to ensure that betfBancorp and the Bank remain well
capitalized going forward. Since the Bank was adtgly capitalized at December 31, 2012, regulaapryroval is required to accept, renew or
roll over any brokered deposits. The interest paid for deposits by institutions that are lessitivall capitalized is limited to 75 basis points
above the national rate for similar products unthssnstitution can support to the FDIC that pikevg rates in its market area exceed the
national average.

The following table summarizes the required capatibs and the corresponding regulatory capitaltfums of the Bancorp and Customers Bank
for the periods or dates indicated:

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount _Ratio_
As of December 31, 201z
Total capital (to risk weighted assets
Customers Bancorp, In $411,52° 13.21% = $249,19¢ = 8.C% N/A N/A
Customers Ban $435,43. 14.11% = $246,93t = 8.C% $ 308,67( = 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $387,52¢ 124/ = $124,59¢ = 4.(% N/A N/A
Customers Ban $411,43: 13.39% = $12346¢( = 4.(% $ 185,20 = 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $387,52¢ 10.1% = $153,31( > 4.C% N/A N/A
Customers Ban $411,43: 10.81% = $152,19. = 4.(% $ 190,23¢ = 5.(%
As of December 31, 201%
Total capital (to risk weighted assets
Customers Bancorp, In $289,03! 11.2¢% = $205,44: = 8.C% N/A N/A
Customers Ban $244,71( 95% = $205,44: = 8.C% $ 256,80 = 10.(%
Tier 1 capital (to risk weighted assets
Customers Bancorp, In $262,71¢ 10.23% = $102,72: = 4.C% N/A N/A
Customers Ban $218,39: 85(% = $102,72. = 4.0% $ 154,08: = 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $262,71¢ 9.3(% = $11293¢ = 4.(% N/A N/A
Customers Ban $218,39: 7.74% = $112,89: = 4.(% $ 141,11 = 5.(%

Capital Ratios

The Bank continued to build capital during 2013gémeral, in the past few years, capital growthtegesn achieved by earnings and increases in
capital from sales of common stock.
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The Bank is unaware of any current recommendatigrie regulatory authorities which, if they wenebe implemented, would have a material
effect on our liquidity, capital resources, or ggems.

The maintenance of appropriate levels of capitahismportant objective of our Asset and Liabilitanagement process. Through our initial
capitalization and our subsequent offerings, weetselwe have continued to maintain a strong capialtion.

Effective January 1, 2015, Customers Bancorp arglduers Bank will become subject to new capitaliiregnents as detailed earlier in this
document. Customers has reviewed these new catmgaind requirements, and expects to comply \nitréquirements when they become
effective.

OFF-BALANCE SHEET ARRANGEMENTS

The Bank is involved with financial instruments asttler commitments with off-balance sheet riskaaRcial instruments with off-balance sheet
risks are incurred in the normal course of businesseet the financing needs of our customers. dFirancial instruments include commitme

to extend credit, including unused portions of direé credit, and standby letters of credit. Thostruments involve, to varying degrees, elem

of credit risk in excess of the amount recognizedh® balance sheets.

With commitments to extend credit, exposures tdittess in the event of non-performance by thepparty to the financial instrument is
represented by the contractual amount of thoseuim&nts. The same credit policies are used in gad@mmitments and conditional obligatic
as for on-balance sheet instruments. Since theyhiavcredit risk similar to extending a loan, treg subject to the Bank’s Credit Policy and
other underwriting standards.

As of December 31, 2013 and 2012, the followinglzffance sheet commitments, financial instrumendscgher arrangements were
outstanding:

December 31

2013 2012
(in thousands
Commitments to fund loar $202,80¢ $136,00°
Unfunded commitments to fund mortgage warehouses! 905,44 428,40(
Unfunded commitments under lines of cre 177,45 87,22(
Letters of credi 29,11¢ 3,06¢
Other unused commitmer 8,01( 0

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

Commitments to fund loans and unfunded commitmendtter lines of credit may be obligations of oursoag as there is no violation of any
condition established in the contract. Since mdrth®commitments are expected to expire withoutddrawn upon, the total commitment
amounts do not necessarily represent future caghreenents. Commitments generally have fixed exjpinadates or other termination clauses
and may require payment of a fee. We evaluate eastiomer’s creditworthiness on a casechge basis. The amount of collateral obtainede
deem it necessary upon extension of credit, iscbasenanagement’s credit evaluation. Collateral kakies but may include personal or
commercial real estate, accounts receivable, iovgrind equipment.

Mortgage warehouse loan commitments are agreerteeptschase mortgage loans from mortgage bankatsgree to purchase the loans back
in a short period of time or to sell to third pantyprtgage originators. These commitments geneflaltyuate monthly as existing loans are
repurchased by the mortgage bankers and new loamiechased by the Bank.

Outstanding letters of credit written are condiibcommitments issued by us to guarantee the pedioce of a customer to a third party. Letters
of credit may obligate us to fund draws under tHetters of credit whether or not a customer car@ito meet the conditions of the extension of
credit. The credit risk involved in issuing lettefscredit is essentially the same as that invoiweektending loan facilities to customers.
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CONTRACTUAL OBLIGATIONS

The following table sets forth contractual obligat and other commitments representing requiregatehtial cash outflows as of

December 31, 2013. Interest on subordinated nbtéisB long-term advances, and senior notes was leaémliusing then current contractual

interest rates.

More thai
Within one After one but After three but
Total year within three yeal within five year: five years
(in thousands

Operating lease $ 14212 $ 3,006 $ 4,60¢ % 3,771 $ 2,82¢
Benefit plan commitment 4,50( 0 30C 60C 3,60(
Contractual maturities of time depos 1,125,33! 719,64: 339,22: 66,47: 0
Subordinated notes plus interest expe 2,05( 2,05( 0 0 0
Loan commitment 1,285,70! 1,258,03 733 657 26,28:
FHLB long-term advance 95,00( 0 85,00( 10,00( 0
Interest on FHLB lon-term advance 2,31¢ 82C 1,122 374 0
Senior note! 63,25( 0 0 63,25( 0
Interest on senior not 18,48( 4,032 8,06¢ 6,38¢ 0
Other commitments (I 8,01( 0 0 8,01( 0
Standby letters of crec 29,11¢ 27,28¢ 1,442 341 45
Total $2,647,98  $2,01487 $ 440,49 $ 159,86(  $32,75(

(1) Represents a commitment expiring in approximately f/ears that is subject to unscheduled requestsafyment

NEW ACCOUNTING PRONOUNCEMENTS

For information about the impact that recently addpmr issued accounting guidance will have omefsy to “NOTE 3 — SIGNIFICANT

ACCOUNTING POLICIES AND BASIS OF PRESENTATION" apaeng in Part Il, Item 8 of this Form 10-K.
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Item 7A. Quantitative and Qualitative Disclosure Albut Market Risk
Interest Rate Sensitivity

The largest component of our net income is netasténcome, and the majority of our financial instents are interest rate sensitive assets and
liabilities with various terms and maturities. Gofehe primary objectives of management is to maénmet interest income while minimizing
interest rate risk. Interest rate risk is derivemhf timing differences in the repricing of assetd &abilities, loan prepayments, deposit
withdrawals, and differences in lending and fundiaigs. Our Asset/Liability Committee actively seéd monitor and control the mix of inter
rate sensitive assets and interest rate sendiviitles.

We use two complementary methods to analyze andureinterest rate sensitivity as part of the dieranagement of interest rate risk. They
are income simulation modeling and estimates ofiecuc value of equity. The combination of these methods provides a reasonably
comprehensive summary of the levels of interestrigk of our exposure to time factors and chamgé@gerest rate environments.

Income simulation modeling is used to measure merést rate sensitivity and manage our interéstrisk. Income simulation considers not
only the impact of changing market interest rafgsnuforecasted net interest income, but also d#wtors such as yield curve relationships, the
volume and mix of assets and liabilities, custopreferences and general market conditions.

Through the use of income simulation modeling, @eehestimated the net interest income for the geding December 31, 2013, based upon
the assets, liabilities and off-balance sheet firdnnstruments in existence at December 31, 2048 have also estimated changes to that
estimated net interest income based upon inteatest rising or falling immediately (“rate shocksRate shocks assume that all interest rates
increase or decrease immediately. The followindetaéflects the estimated percentage change imat&d net interest income for the year
ending December 31, 2013, resulting from chang&stémest rates.

Net change in net interest income

%

Rate Shock Change
Up 3% (4.9 %
Up 19% e
P 1% A%
Down 1% (1.4) %
Down 2% B.1)%
Down 3% (5.7 %

The net changes in net interest income in all siehare within Customers Bank’s interest rate gekcy guidelines.

Economic Value of Equity (“EVE”) estimates the disated present value of asset and liability cashgl Discount rates are based upon market
prices for comparable assets and liabilities. Uphaard downward rate shocks are used to measuriityotsf EVE in relation to a constant rate
environment. This method of measurement primaribl@ates the longer term repricing risks and optionCustomers Ban&’balance sheet. T
following table reflects the estimated EVE at risid the ratio of EVE to EVE adjusted assets at Dbee 31, 2013, resulting from shocks to
interest rates.

Rate Shock From base
Up 3% (36.0)%
Up 1% o
(] .c)%
Dgwn 1% (0.6)%
Down 2% (4.7%
Down 3% (8.9%
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The matching of assets and liabilities may alsarmyzed by examining the extent to which suchtass®l liabilities are interest rate sensitive
and by monitoring a bank’s interest rate sensjti\giap.” An asset or liability is said to be inteteate sensitive within a specific time period if
will mature or reprice within that time period. Timterest rate sensitivity gap is defined as tlfietince between the amount of interest earning
assets maturing or repricing within a specific tipggiod and the amount of interest bearing lidbgimaturing or repricing within that time
period.

The following table sets forth the amounts of ia#rearning assets and interest-bearing liabilitigstanding at December 31, 2013 that are
anticipated, based upon certain assumptions, ticeepr mature in each of the future time periduswn. Except as stated below, the amount of
assets and liabilities shown that reprice or maduréng a particular period were determined in agance with the earlier of term to repricing or
the contractual maturity of the asset or liabilitihe table sets forth an approximation of the mteie repricing of assets and liabilities at
December 31, 2013 on the basis of contractual miagjranticipated prepayments, and scheduledadjtestments within a three-month period
and subsequent selected time intervals. The loauats in the table reflect principal balances eigutto be repaid and/or repriced as a result of
contractual amortization and anticipated prepaymehadjustable and fixed rate loans, and as dtmefscontractual-rate adjustments on
adjustable-rate loans.

Balance Sheet Gap Analysis at December =

2013
3 months 3to6 6to 12 1to3 3to5 Over 5
or less months months years years years Total
(dollars in thousands
Assets
Interest earning deposits and federal funds $ 173,72 $ 0 $ 0 $ 0 $ 0 $ 57,68 $ 231,41
Investment securitie 32,01¢ 17,23t 25,33¢ 103,47¢ 90,77( 258,72! 527,56(
Loans receivable (¢ 1,259,25 99,51( 176,32: 561,70t 543,55 549,62 3,189,97
Total interes-earning asse! 1,465,00: 116,74! 201,65¢ 665,18:¢ 634,32 866,03( 3,948,941
Non interes-earning assel 0 0 0 0 7 171,56: 171,56¢
Total asset 1,465,00. 116,74 201,65t 665,18: 634,33: 1,037,59:. $4,120,51!
Liabilities
Other interes-bearing deposit $1,264,87! $ 0 $ 0 $ 0 $ 0 $ 91,607 $1,356,48:
Time depositt 322,10: 184,15! 231,77. 330,00: 57,24¢ 57 1,125,33
Other borrowing: 619,50: 0 15,00( 84,99¢ 0 3 719,50(
Subordinated det 2,00( 0 0 0 0 0 2,00(
Total interes-bearing liabilities 2,208,47 184,15! 246,77. 414,99¢ 57,24¢ 91,66 3,203,31
Nor-interes-bearing liabilities 0 0 0 0 0 503,60t 503,60t
Shareholders equity 0 0 0 7 10z 413,48 413,59:
Total liabilities and sharehold¢ equity 2,208,47 184,15! 246,77. 415,00! 57,35( 1,008,75! $4,120,51!
Interest sensitivity ga $ (743,47) $ (67,409 $ (45,116 $ 250,17¢ $576,98: $ 28,83t
Cumulative interest sensitivity gi 0 (810,88 (855,999 (605,82() (28,83¢) 0
Cumulative interest sensitivity gap to total as: (18.00% (19.9% (20.9% (14.1% (0.7)% 0.C%
Cumulative interest-earning assets to cumulatiteré@st-bearing
liabilities 66.2% 66.1% 67.6% 80.2% 99.1% 123.%

(@ Including loans held for sa

As shown above, we have a negative cumulative gapilative interest sensitive assets are lower thamulative interest sensitive liabilities)
within the next year, which generally indicatest thia increase in rates may lead to a decreasd integest income, and a decrease in rates may
lead to an increase in net interest income. Inteats sensitivity gap analysis measures whettsataor liabilities may reprice but does not
capture the ability to reprice or the range of ptigg repricing on assets or liabilities. Thus rations based on a negative or positive gap
position need to be analyzed in conjunction witheotinterest rate risk management tools.

Management believes that the assumptions and caurdnirof methods utilized in evaluating estimatetlinterest income are

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

Board of Directors and Shareholders
Customers Bancorp, Inc.

We have audited the accompanying consolidated talsimeet of Customers Bancorp, Inc. and Subsidiétie “Bancorp”) as of December 31,
2013, and the related consolidated statementscofria, comprehensive income, changes in sharehoddgrisy and cash flows for the year then
ended. These consolidated financial statementhanesponsibility of the Bancorp’s management. @sponsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with the statgdof the Public Company Accounting Oversightld@nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatateinents are free of material misstaten
An audit includes examining, on a test basis, ewidesupporting the amounts and disclosures initaadial statements. An audit also includes
assessing the accounting principles used and ®ignifestimates made by management, as well asativaj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the consolidated financial statetagaferred to above present fairly, in all mateapects, the financial position of Customers
Bancorp, Inc. and Subsidiaries as of December @13,2and the results of their operations and ttesh flows for the year then ended, in
conformity with accounting principles generally apted in the United States of America.

We also have audited, in accordance with the stdsda# the Public Company Accounting Oversight Bio@snited States), the Bancorp’s
internal control over financial reporting as of Batber 31, 2013, based on criteria establishéatémnal Control -Integrated Framework (199
issued by the Committee of Sponsoring Organizatafrthe Treadway Commission (COSO) and our regeted March 12, 2014 expressed an
unqualified opinion.

/s/ BDO USA, LLP
Philadelphia, Pennsylvania
March 12, 2014
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Report of Independent Registered Public Accountindgrirm on Internal Controls

Board of Directors and Shareholders
Customers Bancorp, Inc.

We have audited Customers Bancorp, Inc. and Saiisdi (the “Bancorp”) internal control over finaakreporting as of December 31, 2013,
based on criteria establishedimernal Control — Integrated Framework(1998sued by the Committee of Sponsoring Organizatidrise
Treadway Commission (the “COSO criteria”). The Banpés management is responsible for maintainingatife internal control over financial
reporting, and for its assessment of the effecdgerof internal control over financial reportinglirded in the accompanying Management’s
Responsibility for Financial Statements and Repaorinternal Control over Financial Reporting. Oespgonsibility is to express an opinion on
the Bancorp’s internal control over financial rejpay based on our audit.

We conducted our audit in accordance with the statgdof the Public Company Accounting Oversightld@nited States). Those standards
require that we plan and perform the audit to obteasonable assurance about whether effectivatteontrol over financial reporting was
maintained in all material respects. Our audinééinal control over financial reporting includdataining an understanding of internal control
over financial reporting, assessing the risk thaiagerial weakness exists, and testing and evatu#ite design and operating effectiveness of
internal control based on the assessed risk. Alit algo included performing such other procedaewe considered necessary in the
circumstances. We believe that our audit providesaaonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesmsesuregarding the reliability of financial
reporting and the preparation of financial statetséor external purposes in accordance with aceogmrinciples generally accepted in the
United States of America. A company'’s internal cohover financial reporting includes those pol&cend procedures that (1) pertain to the
maintenance of records that, in reasonable detailjrately and fairly reflect the transactions disghositions of the assets of the company;
(2) provide reasonable assurance that transaci@nsecorded as necessary to permit preparatifinasicial statements in accordance with
generally accepted accounting principles, andréeipts and expenditures of the company are beadg only in accordance with
authorizations of management and directors of timepany; and (3) provide reasonable assurance liaggytevention or timely detection of
unauthorized acquisition, use, or disposition ef tbmpany’s assets that could have a materialteffethe financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détaisstatements. Also, projections of any
evaluation of effectiveness to future periods aifgext to the risk that controls may become inadégbecause of changes in conditions, or that
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Customers Bancorp, Inc. and Subsie$ maintained, in all material respects, eféecinternal control over financial reporting as
of December 31, 2013, based on the COSO criteria.

We have also audited, in accordance with the stdsds the Public Company Accounting Oversight Bio@/nited States), the consolidated
balance sheet of Customers Bancorp, Inc. and Salis&las of December 31, 2013 and the relatedotidaged statement of income,
comprehensive income, changes in shareholderstyeguid cash flow for the year then ended and epont dated March 12, 2014 expressed an
unqualified opinion.

/s BDO USA, LLP
Philadelphia, Pennsylvania
March 12, 2014
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Report of Independent Registered Public Accountindrirm

Board of Directors and Shareholders
Customers Bancorp, Inc.

We have audited the accompanying consolidated talsimeet of Customers Bancorp, Inc. and Subsidiétie “Bancorp”) as of December 31,
2012, and the related consolidated statementscofria, comprehensive income, changes in sharehoddgrisy and cash flows for each of the
years in the tw-year period ended December 31, 2012. These cdasedi financial statements are the responsibifith@Bancorp’s
management. Our responsibility is to express aniopion these financial statements based on oltsaud

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaf8qUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatateinents are free of material misstaten
An audit includes examining, on a test basis, ewidesupporting the amounts and disclosures initaadial statements. An audit also includes
assessing the accounting principles used and ®ignifestimates made by management, as well asativaj the overall financial statement
presentation. We believe that our audits provideagonable basis for our opinion.

In our opinion, the financial statements referiedlbove present fairly, in all material respedts,financial position of Customers Bancorp, Inc.
and Subsidiaries as of December 31, 2012, ancethits of their operations and their cash flowsefach of the years in the two-year period
ended December 31, 2012 in conformity with accawngirinciples generally accepted in the Unitede3taf America.

/sl ParenteBeard LLC
Allentown, Pennsylvania
March 18, 2013
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except share data)

ASSETS
Cash and due from ban
Interest earning depos
Cash and cash equivalel
Investment securities available for sale, at faiue
Loans held for sale (includes $747,593 and $1,283 @&spectively, at fair valu

Loans receivable not covered under Loss Sharingégents with the FDIi
Loans receivable covered under Loss Sharing Agretaweéth the FDIC
Allowance for loan losse
Total loans receivable, net of allowance for loassks

FHLB, Federal Reserve Bank, and other restricteck:
Accrued interest receivab
FDIC loss sharing receivah
Bank premises and equipment,
Bank-owned life insuranc
Other real estate owned (includes $6,953 and $4r&6pectively, covered under Loss Sharing Agree¢sneith

the FDIC)
Goodwill and other intangible
Other asset

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities:
Deposits:
Demand, no-interest bearin
Interest bearin
Total deposit:
Federal funds purchas
FHLB advance:
Other borrowingt
Accrued interest payable and other liabilit
Total liabilities

Commitments and contingencies (NOTES 17 anc

Shareholder equity:

Preferred stock, no par value or as set by thedhd&0,000,000 shares authorized, none is

Common stock, par value $1.00 per share; 200,00G;068res authorized; 24,756,411 and 18,507,12&s
issued as of December 31, 2013 and 2012; 24,224yi%18,459,502 shares outstanding as of
December 31, 2013 and 20

Additional paid in capita

Retained earning

Accumulated other comprehensive (loss) income

Treasury stock, at cost (532,260 and 47,619 shaagsectively’

Total shareholde’ equity
Total liabilities and shareholders equity

See accompanying notes to the consolidated finbsigilements.
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December 31

2013 2012
$ 59,33 §$ 12,90¢
173,72 173,10¢
233,06t 186,01
497 57: 129,09:
747,590  1,439,88
2,398,35  1,216,94
66,72 107,52
(23,999 (25,83
2,441,081  1,298,63
42,42 30,16
8,362 5,79(
10,04¢ 12,34:
11,62t 9,67:
104,43 56,19
12,26¢ 8,11¢
3,67¢ 3,68¢
41,02 21,64
$4,153,17°  $3,201,23.
$ 478,10: $ 219,68
248181  2,22113
2,959,92  2,440,81
13,00( 5,00(
706,50 471,00(
65,25( 2,00(
21,87¢ 12,94:
3,766,55|  2,931,75
0 0
24,75¢ 18,50°
307,23 212,00
71,00¢ 38,31«
(8,115 1,06¢
(8,254 (500)
386,62 269,47
$4,153,17°  $3,201,23.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(dollars in thousands, except share data)

Interest income
Loans receivable, including fe
Loans held for sal
Investment securitie
Other
Total interest incom

Interest expenst
Deposits
Other borrowing:
FHLB advance:
Federal funds purchas
Securities sold under repurchase agreen
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Nor-interest income
Mortgage warehouse transactional f
Bank-owned life insuranc
Gains on sales of investment securi
Mortgage banking incom
Gains on sales of SBA loa
Deposit fees
Other
Total nor-interest incom

Nor-interest expenst
Salaries and employee bene
Occupancy
FDIC assessments, taxes, and regulatory
Professional service
Technology, communication and bank operati
Loan workoult
Loss contingenc
Other real estate ownt
Advertising and promotio
Merger related expens
Stock offering expense
Other
Total nor-interest expens
Income before income tax exper
Income tax expens
Net income
Dividends on preferred stot
Net income available to common shareholdel

Basic earnings per common sh
Diluted earnings per common shi

See accompanying notes to the consolidated finbsigitements.

Year Ended December 31

2013 2012 2011
$ 82,58( $70,51(  $41,39¢
38,14(  15,95( 5,27¢
6,31« 6,731  14,14¢
482 352 41¢
12751 93541 61,24
21,020  21,07¢ 21,86
1,98¢ 69 66
1,19; 60€ 447
101 10 2

0 0 88
24300 21,767 22,46
103,21'  71,78. 38,78
2236 14,27( 7,49t
100,97¢  57,51. 31,28
12,96. 12,28 5,581
2,48: 1,33: 1,401
1,27¢ 9,017 2,731
1,147 0 0
852 357 32¢
67t 481 43¢
3,95¢ 5,75: o8¢
23,340 2922¢ 11 ,46¢
3549:  23,84¢  16,60:
8,82¢ 6,81¢ 4,28¢
5,56¢ 3,037 2,36¢
5,54¢ 3,46¢ 5,12
4,33( 2,80¢ 1,797
2,24¢ 2,24: 1,42¢
2,00( 0 0
1,36¢ (85) 80¢
1,27¢ 1,21¢ 994
352 90 531

0 1,437 0
7,02( 5,77t 2,94¢
7402: 50,65. 36,88
50,29¢  36,09( 5,86¢
17,60¢ 12,27 1,83¢
32,69 23,81 4,03
0 0 44

$ 32,69« $2381¢ $ 3,99(
$ 147 $ 17t $ 0.4
1.42 1.72 0.3¢
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

Net income

Other comprehensive income (los
Unrealized holding (losses) gains on avail-for-sale securities arising during the per
Income tax effec
Unrealized holding gains on foreign currency itearising during the perio
Income tax effec
Unrealized holding gains on availa-for-sale securities transferred from the -to-maturity categor
into the availabl-for-sale categor
Income tax effec
Reclassification adjustment for availe-for-sale-security gains included in net incot
Income tax effec
Other comprehensive (loss) income, net of incometiect
Comprehensive income

See accompanying notes to the consolidated finbsizsilements.
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Year Ended December 31

2013 2012 2011
$3269: $23,81¢ $4,03
(12,860 2,52z 5,271
4,501 (889 (1,845
7 0 0
2 0 0
0 8,50¢ 0
0 (2,979 0
(1,279 (9,017  (2,73)
44€ 3,15¢ 95€
(9,182 1,30¢ 1,651
$2351 $2512° $5,68¢
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

For the years ended December 31, 2013, 2012 and 201
(dollars in thousands)

Shares o Accumulated
Additional Other
Preferred Shares of Preferred Common Retained Comprehensive Treasury
Common Paid in
Stock Stock Stock Stock Capital Earnings  Income (Loss) Stock Total

Balance, January 1, 201. 0 8,398,01 $ 0 $8,39¢ $ 88,13: $10,50¢ $ (1,89¢) $ 0 $105,14(
Net income 4,03¢ 4,03¢
Other comprehensive incor 1,651 1,651
Shar+-based compensation expel 704 704
Issuance of common stock, net of cos

$603 2,373,60. 2,37¢  26,15: 28,52¢
Acquisition of Berkshire Bancotr 3,03i 623,68t 3,031 62 7,61« 11,27
Repurchase of preferred stc (3,037 (3,037 (3,039
Repurchase of shar (47,619 (500 (500
Dividends on preferred stot (44) (44)
Balance, December 31, 201 0 11,347,68 0 11,39¢ 122,60: 14,49 (245 (500) 147,74
Net Income 23,81¢ 23,81¢
Other comprehensive incor 1,30¢ 1,30¢
Shar+based compensation expe! 2,014 2,014
Issuance of common stock, net of cos

$4,970 7,111,81 7,11 87,47 94,58¢
Balance, December 31, 201 0 18,459,50 0 18,507 212,09( 38,31 1,06¢ (500) 269,47
Net income 32,69« 32,69«
Other comprehensive lo (9,182 (9,189
Shar-based compensation expel 3,36¢ 3,36¢
Public offering of common stock, net

costs of $5,99. 6,179,10. 6,17¢  91,32¢ 97,50"
Exercise and redemption of warra 46,77: 47 217 264
Issuance of common stock under s-

base-compensation arrangeme 23,41 23 22¢ 251
Repurchase of shar (484,64) (7,759 (7,759
Balance, December 31, 201 0 2422415 $ 0 $24,75¢ $307,23. $71,00¢ $ (8,11%) $(8,25%) $386,62.

See accompanying notes to the consolidated finbsigitements.
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net cashigeal by (used in) operatir
activities:

Provision for loan losses, net of FDIC receivaldedfit

Loss contingenc

Provision for depreciation and amortizat

Shar+-based compensation expel

Deferred taxe

Net amortization (accretion) of investment secesifpremiums and discour

Gain on sale of investment securit

Gain on sale of SBA loar

Origination of loans held for sa

Proceeds from the sale of loans held for

Net increase in FDIC loss sharing receive

(Accretion) amortization of fair value discoul

Loss (gain) on sales of other real estate ov

Impairment charges on other real estate ov

Change in investment in be-owned life insuranc

(Increase) decrease in accrued interest receigail®ther asse

Increase (decrease) in accrued interest payablethnd liabilities

Net Cash Provided by (Used in) Operating Activitie:

Cash Flows from Investing Activities

Purchases of investment securities available fler

Purchases of investment securities held to mat

Proceeds from maturities, calls and principal repayts on investmel
securities available for sa

Proceeds from maturities and principal repaymentmeestment securities held
maturity

Proceeds from sales of investment securities dlaifar sale

Net (increase) decrease in loi

Purchase of loan portfolic

Proceeds from sale of SBA loa

Net (purchase of) proceeds from b-owned life insuranc

Purchase of FHLB, Federal Reserve Bank, and oéstricted stoc!

Reimbursements from the FDIC on loss sharing ageeés

Purchases of bank premises and equipt

Cash proceeds from acquisitic

Proceeds from sales of other real estate o\

Net Cash (Used in) Provided by Investing Activitie:

Cash Flows from Financing Activities

Net increase in deposi

Net increase in she-term borrowed fund

Proceeds from lor-term FHLB borrowings

Proceeds from issuance of I-term debt, ne

Exercise and redemption of warra

Purchase of treasury sto

Repayment of TARI

Net proceeds from issuance of common s

Payment of TARP preferred stock dividet

Net Cash Provided by Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalst
Cash and Cash Equivalent— Beginning

Cash and Cash Equivalent— Ending

See accompanying notes to the consolidated finbsteilements

For the Year Ended December 31

2013

$ 32,69

2,23¢
2,00(
3,12¢
3,36¢
2,21(
47¢
(1,272)
(852)
(20,670,86)
21,360,46
(1,610
(912)
732
83¢
(2,482
(15,09?)
6,97¢
722,03!

(542,11
0

25,10¢

0
135,19:
(1,008,41)
(164,03)
11,62
(45,46%)
(12,267)
6,72¢
(3,894
0

9,50¢
(1,588,01)

519,17
208,50(
35,00(
60,33¢
264

(7,754
0

97,50°
0
913,03.
47,05
186,01t

2012 2011
$ 2381t $ 4,03
14,27( 7,49t
0 0
2,02¢ 1,37¢
2,01¢ 704
(3,73)) (2,729
3,067 (149)
(9,017) (2,73))
(357) (329)
(13,410,48) (2,243,12)
12,145,59 2,268,341
(3,839 (1,965)
(240) 28(
1,22¢ (367)
29t 57€
(1,45¢) (1,402)
(9,587) 2,257
4,34¢ (2,369
(1,242,06) 29,90:
(114,04 (72,937)
0 (397,48))
31,42( 22,13
50,96¢ 78,04¢
309,22 182,74
61,20: (581,33)
(63,24¢) (10,000)
4,50z 5,17z
(25,46%) 27z
(8,345) (16,707)
6,57+ 7,54¢
(2,719 (2,721)
0 19,20°
12,06: 5,572
262,13( (760,47)
857,79 215,49
91,00 325,00
49,00( 0
0 0
0 0
0 (500)
0 (3,056)
94,58¢ 28,52¢
0 (44)
1,092,37 565,42;
112,44( (165,15
73,57 238,72
$ 186,01 $ 7357
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
(in thousands)

Supplementary Cash Flow Information
Interest paic
Income taxes pai

Non-cash ltems:
Transfer of loans to other real estate ow
Transfer of hel-to-maturity securities to available for si
Issuance of common stock related to the me

Acquisitions:
Assets acquire
Liabilities assumei

See accompanying notes to the consolidated finbsigsilements.
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For the Year Ended December 31

2013 2012 2011
$24,157 $ 21,70¢ $ 22,64:
9,81¢ 19,36¢ 2,81¢
$15,00: ¢ 10,457 $ 8,63(
0 268,67: 0
0 0 624
$ 0 3 0 $130,48:
0 0 122,83t
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CUSTOMERS BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — DESCRIPTION OF THE BUSINESS

Customers Bancorp, Inc. (the “Bancorp” or “CustaosrBancorp”) is a bank holding company engaged iking activities through its wholly
owned subsidiary, Customers Bank (the “Bank”). Gomrs Bancorp also has made certain equity investnierough its wholly owned
subsidiaries CB Green Ventures Pte Ltd. and CUBidlVentures Pte Ltd.

The consolidated financial statements have begraped in conformity with accounting principles geally accepted in the United States (“U.S.
GAAP”) and pursuant to the rules and regulationthefSecurities and Exchange Commission (“SEC”).

Customers Bancorp, Inc. and its wholly owned sublsi&s, Customers Bank and non-bank subsidiargegesidences and businesses in
Southeastern Pennsylvania (Bucks, Berks, Chedigadelphia and Delaware Counties), Rye, New YaWegtchester County), Hamilton, New
Jersey (Mercer County), Boston, Massachusettsjd&moee, Rhode Island and Manhattan, New York. Qpiedeber 17, 2011, the Bancorp
purchased Berkshire Bancorp, Inc. In 2010, CustsrBank acquired two banks, USA Bank and ISN BamkDIC assisted transactions that
expanded its footprint into central New Jersey smatheast New York. The Bank has 14 branches anddgs commercial banking products,
primarily loans and deposits. Customers Bank pewidan products to customers through its loanymaoh offices in Boston Massachusetts,
Providence, Long Island, Manhattan, New York ani@klphia, Pennsylvania. The Bancorp also providgsdity to residential mortgage
originators nationwide through commercial loansartgage companies. Customers Bank is subjecttdaton of the Pennsylvania
Department of Banking and Securities and the Fé&Raserve Bank and is periodically examined by ¢hegulatory authorities.

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

The Bancorp and the Bank entered into a Plan ofjstesind Reorganization effective September 17, poitduant to which all of the issued and
outstanding common stock of the Bank was exchangeaione-for-three basis for shares of Voting comstock and Non-Voting common
stock of the Bancorp (i.e., each three shares efdduers Bank was exchanged for one share of Custdda@corp). The Bank became a wholly
owned subsidiary of the Bancorp (the “ReorganizgjioThe Bancorp is authorized to issue up to 100,000 shares of common stock,
100,000,000 shares of Class B Non-Voting CommonkSaond 100,000,000 shares of preferred stock.

In the Reorganization, the Bank’s issued and oudistgy shares of Voting common stock of 22,525,8#Fas and Class B Non-Voting common
stock of 6,834,895 shares converted into 7,508shaBes of the Bancorp’s Voting common stock and@294 shares of the Bancorp’s Class B
Nor-Voting common stock. Cash was paid in lieu of fi@wal shares. Outstanding warrants to purchasi1782 shares of the Bank’s Voting
common stock with a weighted-average exercise fi§3.55 per share and 243,102 shares of the Balk'ss B Non-Voting common stock
with a weighted-average exercise price of $3.50spare were converted into warrants to purchasg8@Ghares of the Bancorp’s Voting
common stock with a weighted-average exercise fi§10.64 per share and warrants to purchase 8k}@&es of the Bancorp’s Class B Non-
Voting common stock with a weighted-average exerpigce of $10.50 per share. Outstanding stoclonptio purchase 2,572,404 shares of the
Bank’s Voting common stock with a weighted- averagercise price of $3.50 per share and stock optopurchase 231,500 shares of the
Bank’s Class B Non-Voting common stock with a wegghaverage exercise price of $4.00 per share egreerted into stock options to
purchase 855,774 shares of the Bancorp’s Votingrmoamstock with a weighted-average exercise prickl6f49 per share and stock options to
purchase 77,166 shares of the Bancorp’s Class BWting common stock with a weighted-average exergirice of $12.00 per share.

Acquisition Activity
CMS Bancorp, Inc. Acquisition

On December 20, 2013, Customers Bancorp annouheddrmination of the Merger Agreement between @usts Bancorp and CMS.
Customers Bancorp believes the termination was byiah consent. As per the terms of the Merger Agesd, in the event the Agreement was
terminated by mutual consent, Customers would nat 6MS a $1.0 million termination fee.

Acacia Federal Savings Bank Acquisition

On April 4, 2013, Customers Bancorp, Inc., Acadi@ Insurance Company (“Acaciadnhd Ameritas Life Insurance Corp. (together wittagia,
“Sellers”) announced their mutual decision, dudetays in the receipt of regulatory approvals,toaxtend the term of that certain Stock
Purchase Agreement, dated as of June 20, 201®heasdad by those certain Amendment to Stock Purchase
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Agreement, dated as of December 18, 2012, Amendiher to Stock Purchase Agreement dated as obdpa®0, 2013, and Amendment Nc
to Stock Purchase Agreement dated as of Februa38, by and among the Company and Sellers Rbechase Agreement”). Instead, on
April 4, 2013, the parties entered into a Termimand Non-Renewal Agreement to terminate the RseclAgreement and the transactions
contemplated thereby (the “Termination AgreemeriEgch party recognized its own costs and expensgsninection with the terminated
transaction, without penalties. The parties muyuadireed that the termination was in each compdmss interest. Costs related to the
acquisition have been expensed.

New England Commercial Lending Acquisition

On March 28, 2013, Customers Bank completed thehaise of certain commercial loans from Michiganebaslagstar Bank. Under the terms
of the agreement, Customers Bank acquired $182l®min commercial loan and related commitmentsybich $155.1 million was drawn at
the date of acquisition. Also, as part of the agrert, Customers Bank assumed the leases for tWtagétar's commercial lending offices in
New England. The purchase price was 98.7% of loatstanding

Berkshire Bancorp

On September 17, 2011, the Bancorp completeddpsisition of Berkshire Bancorp, Inc. (“BBI”) andasisubsidiary, Berkshire Bank
(collectively, “Berkshire”). Berkshire Bank mergedth and into the Bank immediately following thegasition. BBI served Berks County,
Pennsylvania through the five branches of its slidsi, Berkshire Bank. Under the terms of the meeggeement, each outstanding share of
common stock (a total of 4,067,729) was exchange@.1534 shares of the Bancargommon stock, resulting in the issuance of 6Z3gtare:
of the Bancorp’s common stock. Cash was paid indifractional shares. The then most recent fidbe time for the sale of the Bancorp
common stock, $13.20, was used to determine thedhie of the Bancorp stock issued. The total pase price was approximately $11.3
million.

The table below illustrates the calculation of teasideration effectively transferred.

Reconcilement of Pro Forma Shares Outstanc

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

In addition, the Bancorp exchanged each share ¢isBBares of Series A Preferred Securities an@&S& Preferred Shares owned by the U.S.
Treasury for one share of the Bancorp’s Fixed Rataulative Perpetual Preferred Stock for the tigsalance of 2,892 shares of Series A Fixed
Rate Cumulative Perpetual Preferred Stock (“S&i€seferred Stock”) and 145 shares of Series Bd-Rate Cumulative Perpetual Preferred
Stock (“Series B Preferred Stock”) with a par vaii&1.00 per share and a liquidation value of 8@ ,0er share. Cumulative dividends on the
Series A Preferred Stock were 5% per year and SBriereferred Stock were 9%. Upon the exchangeeoBeries A and B preferred shares, the
Bancorp paid to the Treasury $218,000 of cumuladivelends which were previously unpaid.

The acquisition was accounted for under ASC &L&iness Combinationand accordingly, assets acquired, liabilities aszijrand
consideration transferred were recorded at estihfaievalue on the acquisition date. Subsequettieacquisition date, the Bancorp received
new information about the facts and circumstanoe®ending other real estate owned (“OREQ”), cusidsloans and the acquired federal net
operating loss. As a result, the Bancorp adjusteddquisition date information by recognizing geses to goodwill and deferred tax assets of
$1.2 million and $1.6 million, respectively, offd®t decreases to other real estate owned of $1lidmiand loans receivable not covered by
sharing agreements with the FDIC of $1.4 millianaldition, the adjustment to deferred tax assetaded a $626,000 write-off of acquired
NOLs that would have expired before having beenluSbese measurem-period adjustments have been retrospectively appi€omparativ:
financial information for prior periods.
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The following table presents the final fair valugs@ssets acquired and liabilities assumed.

Berkshire Bank
September 17, 2011
(in thousands

Total purchase pric $11,27-
Net assets acquire
Cash $ 19,207
Restricted investmen 947
Loans 97,01«
Accrued interest receivah 27¢
Premises and equipment, | 3,41¢
Other real estate ownt 1,817
Deferred tax asse 4,81t
Other asset 2,98¢
Time depositt (45,72))
Deposits other than time depos (76,145
Accrued interest payab (48)
Other liabilities (922)
7,64¢
Goodwill resulting from Berkshire Merg $ 3,62¢

In addition, 774,571 warrants to purchase shar@&Bbicommon stock were converted into warrantsurcpase 118,853 shares of the Bancorp’s
common stock with an exercise price ranging frorh.$2 to $73.01 per share. The warrants were exteimde 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.

Manufactured Housing Loans

During 2011 and 2012, Customers Bank purchased faetauting housing loans from Tammac Holding Corgiora(“Tammac”). These
following purchases were opportunistic purchasesraay not be indicative of future strategies orcpases:

* On September 30, 2011, the Bank purchased from Bem$19.3 million of manufactured housing loans arld50% interest onl
strip security with an estimated value of $3 milligecured by a pool of $70 million of loans origathby Tammac for a total
purchase price of $13 milliol

* On July 24, 2012, the Bank paid $63.2 million tquice manufactured housing loans from Vanderbilttglage and Finance Inc.
par. These loans were originated by Tammac andeifierviced by Tammac on the Bank’s behalf. Appnately 85% of the loans
are chattel, with the other 15% representing ret@te. The loans carry an 11.3% coupon rate, wieeramac earns a 2.0% servicing
fee and also retains the rights to a 2.0% 1O Striiglation to this pool of loans. The full recoaifer losses on these loans resides
with Tammac

NOTE 3 — SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRESENTATION
Basis of Presentation

The accounting and reporting policies of the Bap@re in conformity with accounting principles geaily accepted in the United States of
America and predominant practices of the bankidgstry. The preparation of financial statementsiireg management to make estimates and
assumptions that affect the reported balancessetsiand liabilities and disclosure of contingesstets and liabilities at the date of the financial
statements and the reported amounts of revenuesxaetdses during the reporting period. Actual tsseduld differ from those

estimates. Material estimates that are particusuceptible to significant change in the near tetfate to the determination of the allowance
loan losses, credit deterioration and expected tasis of purchased-credithpaired loans, FDIC indemnification asset, theiadbn of deferre
tax assets, determination of other-than-temporapairment losses on securities, the fair valuenafifcial instruments, and annual goodwill
impairment analysis.

Certain amounts reported in the 2012 and 2011 diahstatements have been reclassified to conforthe 2013 presentation. These
reclassifications did not significantly impact tBancorp’s financial position or results of operatio
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Principles of Consolidation

The accompanying consolidated financial statemeotade the accounts of the parent company anahitdly owned subsidiaries: Customers
Bank, CB Green Ventures Pte Ltd. and CUBI Indiatdess Pte Ltd. Customers Bank includes the accairits wholly owned subsidiary CIC,
Inc. All significant intercompany balances and s@etions have been eliminated in consolidation.

Cash and Cash Equivalents

Cash and cash equivalents include cash on handjrasndue from banks, interest-bearing deposits batiks with a maturity date of three
months or less.

Restrictions on Cash and Amounts due from Banks

Customers Bank is required to maintain averagenbakon hand or with the Federal Reserve Bank.e&eber 31, 2013 and 2012, these
reserve balances were $50.1 million and $26.2anillrespectively.

Investment Securities

Customers acquires securities, largely mortgagé&dzhsecurities, to effectively utilize cash andid@and to generate earnings. Security
transactions are recorded as of the trade dateriSes are classified at the time of acquisitisreaailable for sale, held to maturity, or trading,
and their designation determines their accountinfpows:

Available for sale: Investments securities classified as availables#te are those debt and equity securities tlaB#mcorp intends to hold for
an indefinite period of time but not necessarilyraturity. Investment securities available for sake carried at fair value. Unrealized gains or
losses are reported as increases or decreasezlimuaated other comprehensive income, net of tla¢eck deferred tax effect. Realized gains or
losses, determined on the basis of the cost ddikeific securities sold, are included in earnigugs recorded at the trade date. Premiums and
discounts are recognized in interest income ugiadriterest method over the terms of the securities

Held to maturity: Investment securities classified as held to niigtare those debt securities that the Bancorpbb#s the intent and ability to
hold to maturity regardless of changes in markatlgmns, liquidity needs, or changes in generaheenic conditions. These securities are
carried at cost, adjusted for the amortizationrehgium and accretion of discount, computed by éotetvhich approximates the interest
method over the terms of the securities. In aceardavith regulatory and accounting requirements Bancorp is prohibited from classifying
security purchases as held to maturity for a pesfagvo years. For additional information abousthéstriction refer to NOTE 5%
INVESTMENT SECURITIES' .

Trading: Investment securities classified as trading asethiebt and equity securities that management istendctively trade. These securities
are carried at their current fair value, with chesgn fair value reported in income. Customersrasctively traded any securities.

For available-for-sale and held-to-maturity sedesitmanagement must periodically assess whetbeseiturities are other than temporarily
impaired. Other-than-temporary impairment meansrti@nagement believes the security’s reductioralnesis due to factors that could include
the issuer’s inability to pay interest or dividenitis potential for default, and/or other factdfhen a held-to-maturity or available-for-sale debt
security is assessed for other-than-temporary imgit, management has to first consider (a) whetteeBancorp intends to sell the security,
and (b) whether it is more likely than not that Baencorp will be required to sell the security ptio recovery of its amortized cost basis.

If one of these circumstances applies to a secumityther-than-temporary impairment loss is rezgghin the consolidated statements of
income equal to the full amount of the declinedin ¥alue below amortized cost. If neither of theseumstances applies to a security, but the
Bancorp does not expect to recover the entire amedrtost, an other-than-temporary impairment ltasiwed that must be separated into two
categories: (a) the amount related to credit lasd,(b) the amount related to other factors. lessag the level of other-than-temporary
impairment attributable to credit loss, managensentpares the present value of cash flows expeoctbd tollected with the amortized cost
basis of the security. The portion of the totalewotthan-temporary impairment related to credit issgcognized in earnings (as the difference
between the fair value and the present value oéstienated cash flows), while the amount relateatiter factors is recognized in other
comprehensive income. The total other-than-temganapairment loss is presented in the statemeirtaafme, less the portion recognized in
other comprehensive income. When a debt securitgrbes other-than-temporarily impaired, its amodigest basis is reduced to reflect the
portion of the total impairment related to credas.



For marketable equity securities, the Bancorp admrsithe issuer’s financial condition, capital sty and near term prospects to determine
whether an impairment is temporary or other-thanpterary. The Bancorp also considers the volatifta security’s price in comparison to the
market as a whole and any recoveries or declin&drivalue subsequent to the balance sheet daterlagement determines that the impairr
is other-than-temporary, the entire amount of thpairment as of the balance sheet date is recatjimizearnings even if the decision to sell the
security has not been made. The fair value of ¢éleerity becomes the new amortized cost basis dhilestment and is not adjusted for

subsequent recoveries in fair value.
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Loan Accounting Framework

The accounting for a loan depends on managemerdtegy for the loan, and on whether the loan waditimpaired at the date of acquisition.
The Bank accounts for loans based on the followatggories:

* Loans held for sal

* Loans at fair valu

» Purchased loar

» Loans receivable not covered under Loss Sharingégents with the FDIi

» Loans receivable covered under Loss Sharing Agretaweéth the FDIC

The following provides a detailed discussion of éiteounting for loans in these categories:

Loans Held for Sale

Loans originated by the Bank with the intent td gethe secondary market are carried either atdtver of cost or fair value, determined in the
aggregate, or at fair value, depending upon thadiefemade at the time the loan is made. Theseslasmsold on a non-recourse basis with
servicing released. Gains and losses on the sédams$ accounted for at lower of cost or fair vadoe recognized in earnings based on the
difference between proceeds received and the ogreyinount of the loans, inclusive of deferred owgjion fees and costs, if any. As a result of
changes in events and circumstances or developmegaeding management’s view of the foreseeabledutoans not originated or acquired
with the intent to sell may subsequently be ded&ghas held for sale. These loans are transfesrédetheld-for-sale portfolio at the lower of
amortized cost or fair value.

Loans originated by the Bank with the intent td &&lwhich fair value accounting is elected arerkeal to fair value with any difference betw
the proceeds received and the carrying amountediin recognized in earnings. No fees or costge@lto such loans are deferred, so they do
not affect the gain or loss calculation at the twhsale.

We also elected the fair value option for certaimding transactions documented under a Master Be@sg Agreement originated after July 1,
2012. This adoption is in accordance with the patans established by ASC 825-10-BEffancial Instruments-Overall-Recognition: The Fair
Value OptionAs a result of this election, these lending tratisas are classified as “Loans held for sale” aredcarried at fair value on the
balance sheet with unrealized changes in fair vateasented in earnings.

An allowance for loan losses is not maintainedtiedao loans classified as held for sale as eithedower cost or market or fair value has an
embedded mark for credit losses.

Loans Receivable

Loans receivable that management has the interaiaitity to hold for the foreseeable future or umaturity or payoff are stated at their
outstanding unpaid principal balances, net of lwance for loan losses and any deferred feesdstténcome is accrued on the unpaid prin
balance. Loan origination fees, net of certaindicgigination costs, are deferred and recognizeahsadjustment of the yield (interest income)
of the related loans using the level-yield methdttheut anticipating prepayments. The Bank is gdheamortizing these amounts over the
contractual life of the loans.

The accrual of interest is generally discontinudegmthe contractual payment of principal or intehes become 90 days past due or when
management has doubts about further collectalafifyrincipal or interest, even though the loanusently performing. A loan may remain on
accrual status if it is in the process of collectimd is well secured. When a loan is placed oramonual status, unpaid interest credited to
income is reversed. Interest received on non-athloaas is applied against principal until all gipal has been repaid. Thereafter, interest
payments are recognized as income until all unipéédest has been received. Generally, loans ateresl to accrual status when the obligation
is brought current and has performed in accordaittethe contractual terms for a minimum of six rttenand the ultimate collectability of the
total contractual principal and interest is no leng doubt.

Transfers of financial assets, including loan pipttions sold, are accounted for as sales, whetnalmver the assets has been surrendered
(settlement date). Control over transferred assetsemed to be surrendered when (1) the assetsbleaw isolated from the Bank, (2) the
transferee obtains the right (free of conditiorat ttonstrain it from taking advantage of that rightpledge or exchange the transferred assets,
and (3) the Bank does not maintain effective cdrtver the transferred assets through an agreetmeapurchase them before their maturity.
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Purchased Loans

The Bancorp believes that the varying circumstanoeler which it purchases loans and the diversktgadloans purchased should drive the
decision as to whether loans in a portfolio shdaddleemed to be purchased-credit-impaired loareyeldre, loan acquisitions are and will be
evaluated on a case-by-case basis to determirapfitepriate accounting treatment. Loans acquiratddb not have evidence of credit
deterioration at the purchase date are and witldseunted for in accordance with ASC 310420nrefundable Fees and Other Costsd loans
acquired with evidence of credit deterioration sincigination and for which it is probable that@htractually required payments will not be
collected are and will be accounted for in accocgamith ASC 310-30,.0ans and Debt Securities Acquired with Deterioda@redit Quality.

Loans that are purchased that do not have evidsdredit deterioration

Purchased performing loans are recorded at fairevahd include credit and interest rate marks &sggolcwith acquisition accounting
adjustments, as accounted for under the contracasél flow method of accounting. The fair valueuatipent is accreted as an adjustment to
yield over the estimated contractual lives of thenis. There is no allowance for loan losses estaddli at the acquisition date for the acqu
performing loans. A provision for loan losses isareled for any credit deterioration in these losuissequent to acquisition.

Loans that are purchased that have evidence ot degérioration since origination and for whiclisitprobable that all contractually
required payments will not be collected

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

The fair value of loans with evidence of creditediration is recorded net of a nonaccretable diffee and accretable yield. The difference
between contractually required payments at acépis#ind the cash flows expected to be collectedauisition is the nonaccretable difference,
which is not included in the carrying amount of @icgd loans. Subsequent to acquisition, estimdteash flows expected to be collected are
updated each reporting period based on updatethaisns regarding default rates, loss severitied,ather factors that are reflective of current
market conditions. Subsequent decreases to thetexdpeash flows will generally result in a provisir loan losses. Subsequent increases in
cash flows result in a reversal of the provisionlé@an losses to the extent of prior charges, reckssification of the difference from
nonaccretable to accretable with a positive impacaccretion of interest income in future peridélgither, any excess of cash flows expected at
acquisition over the estimated fair value is refdro as the accretable yield and is recognizéuténest income over the remaining life of the
loan when there is a reasonable expectation abewtrhount and timing of those cash flows.

Purchased-credit-impaired loans acquired in theesfgsnal quarter may be aggregated into one or ipoods, provided that the loans have
common risk characteristics. A pool is then accedribr as a single asset with a single composiézast rate and an aggregate expectation of
cash flows. On a quarterly basis, the Bank re-egémthe total cash flows (both principal and ed¢8rexpected to be collected over the
remaining life of each pool. These estimates ino@fe assumptions regarding default rates, losrisie, the amounts and timing of
prepayments and other factors that reflect thereaimarket conditions. If the timing and/or amauoit expected cash flows on purchased-
credit-impaired loans were determined not to bsaeably estimable, no interest would be accretedtaloans would be reported as non-
accrual loans; however, when the timing and amoofespected cash flows for purchased-credit-ingzhloans are reasonably estimable,
interest is being accreted and the loans are bejmyted as performing loans.

Loans Receivable Covered Under Loss Sharing Agreemis

Loans acquired in the FDIC assisted transactio281® from USA Bank and ISN Bank are subject ts Kisaring agreements with the FDIC.
These loans are referred to as “covered loans‘aamdeported separately in the balance sheet.

Allowance for Loan Losses

The allowance for loan losses is established aefoare estimated to have occurred through progisar loan losses charged against
income. Loans deemed to be uncollectible are cldaageinst the allowance for loan losses, and suiesgegecoveries, if any, are credited to the
allowance. The allowance for loan losses is maiethiat a level considered appropriate to meet pteldaan losses.

The Bank disaggregates its loan portfolio into gotor purposes of determining the allowance fanlsses.

The Bank’s portfolio groups include commercial amdustrial, commercial real estate, constructiesjdential real estate, mortgage warehouse,
manufactured housing, consumer, and PCI loansBahé& further disaggregates its residential reategtortfolio into two classes based upon
certain risk characteristics; first mortgages aoché equity. The remaining portfolio groups are algosidered classes for purposes of
monitoring and assessing credit quality based dmicerisk characteristics. Additionally, within&aloan group the acquired loans that are
accounted for under ASC 310-10 are further segeegat
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The total allowance for loan losses consists allowance for impaired loans, a general allowamcddsses, and may also include residual non-
specific reserve amounts. The allowance for loasde is maintained at a level considered adequat®tide for losses that are estimated to
have been incurred. Management performs a quagedlation of the adequacy of the allowance, wigdhased on the Bank’s past loan loss
experience, known and inherent risks in the pddfadverse situations that may affect the borr&sevility to repay, the estimated value of any
underlying collateral, composition of the loan {alib, current economic conditions and other refgvfactors. This evaluation is inherently
subjective as it requires material estimates treat be susceptible to significant revision as mofermation becomes available. The Bank’s
current methodology for determining the allowanzeléan losses is based on historical loss rait@sratings, specific allocation on loans
identified as impaired above specified thresholt$ ather qualitative adjustments.

The impaired loan component relates to loans fackwh is likely that the Bank will be unable tollgt all contractual principal and interest d
For such loans, an allowance is established whefiltldiscounted cash flows, (ii) collateral valoe (iii) the impaired loan value is lower than
the carrying value of the loan.

The general component of the reserve for loan fosseers pools of loans by loan class includingroential loans not considered impaired, as
well as smaller balance homogeneous loans, sudsiential real estate, home equity loans, horméyelines of credit and other consumer
loans. These pools of loans are evaluated fordrgesure based upon loan risk ratings and histddsa rates for each of these categories of
loans, adjusted for relevant qualitative factoep@ate qualitative adjustments are made for higbkicriticized loans that are not impaired.
These qualitative risk factors include:

. Lending policies and procedures, including unddgmgistandards and histori-based loss/collection, cha-off, and recoven
practices

. National, regional, and local economic and busimesslitions as well as the condition of various keissegments, including tl
value of underlying collateral for collateral depent loans

. Nature and volume of the portfolio and terms ofii

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

. Volume and severity of past due, classified anc-accrual loans as well as trends and other loanfioations.
. Existence and effect of any concentrations of ¢r@ail changes in the level of such concentrat

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

A residual reserve may be maintained to cover taicgies that could affect management’s estimaggrabable losses. The residual reserve
amount reflects the margin of imprecision inhetarthe underlying assumptions used in the methadetofor estimating specific and general
losses in the portfolio.

Commercial and industrial loaase underwritten after evaluating historical anoigeted profitability and cash flow to determine thorrower’s
ability to repay their obligation as agreed. Conuiarand industrial loans are made primarily basedhe identified cash flow of the borrower
and secondarily on the underlying collateral suppgrthe loan facility. Accordingly, the repaymegita commercial and industrial loan depends
primarily on the creditworthiness of the borrowand any guarantors), while liquidation of collatésaa secondary and often insufficient source
of repayment.

Construction loanare underwritten based upon a financial analyste®fievelopers and property owners and constructist estimates, in
addition to independent appraisal valuations. Theeses will rely on the value associated with thejgct upon completion. These cost and
valuation estimates may be inaccurate. Construgiams generally involve the disbursement of suttistbfunds over a short period of time with
repayment substantially dependent upon the suoféke completed project. Sources of repaymentede loans would be permanent financing
upon completion or sales of developed propertys&heans are closely monitored by onsite inspestion are considered to be of a higher risk
than other real estate loans due to their ultimgpayment being sensitive to general economic tiondi availability of long-term financing,
interest rate sensitivity, and governmental regaadf real property.

Commercial real estate loaase subject to the underwriting standards and gs@sesimilar to commercial and industrial loansddition to
those underwriting standards for real estate lo&insse loans are viewed primarily as cash flow ddget and secondarily as loans secured by
real estate. Repayment of these loans is gen@gtigndent upon the successful operation of theepopecuring the loan or the principal
business conducted on the property securing the emmercial real estate loans may be adversfdgtafl by conditions in the real estate
markets or the economy in general. Management orsniind evaluates commercial real estate loansl lmaseollateral and risk-rating criteria.
The Bank also utilizes thirgarty experts to provide environmental and marldations. The nature of commercial real estatedaaakes ther
more difficult to monitor and evaluate.
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Residential real estate loase secured by one to four dwelling units. Thisugres further divided into first mortgage and hoeagiity
loans. First mortgages have limited risk as theyaaiginated at a loan to value ratio of 80% oslétome equity loans have additional risks as a
result of typically being in a second position @wer in the event collateral is liquidated.

Mortgage warehouse loarepresent loans to third-party mortgage originationsng the period of financing their loan invertamntil the loans
are sold to investors. Mortgage warehouse lendasgahlower risk profile than other real estate $daecause the loans are conforming one to
four family real estate loans that are subjectuipase commitments from approved investors.

Manufactured housing loamspresent loans that are secured by the persomagnty where the borrower may or may not own thaedying rea
estate and therefore have a higher risk than deetal real estate loan.

Consumer loansonsist of loans to individuals originated throulyd Bank’s retail network and are typically unseclior secured by personal
property. Consumer loans have a greater credithisk residential loans because of the differendkéa underlying collateral, if any. The
application of various federal and state bankrupiny insolvency laws and may limit the amount tizat be recovered on such loans.

Delinquency monitoring is used to identify credks, and the general reserves are established bagbe expected net chargfs, adjusted fc
qualitative factors. Loss rates are based on theage net charge-off history by portfolio segmetistorical loss rates may be adjusted for
significant factors that, in management’s judgmarg, necessary to reflect losses inherent in thiofio. Factors that management considers in
the analysis include the effects of the nationdl lasal economies; trends in the nature and volofrelinquencies, charge-offs and trends in
non-accrual loans; changes in loan mix; risk mamaage and loan administration; changes in the imldemding policies and credit standards;
collection practices and the Bank’s regulatory eixens.

Charge-offs on the commercial and industrial, aoresion and commercial real estate loan segmestseaorded when management estimates
that there are insufficient cash flows to repaylttam contractual obligation based upon financidimation available and valuation of the
underlying collateral. Additionally, the Bank takiego account the strength of any guarantees amdhiHity of the borrower to provide value
related to those guarantees in determining thmaté charge-off or reserve associated with anyimegdoans. Accordingly, the Bank may
charge-off a loan to a value below the net appdaisdue if it believes that an expeditious liquidatis desirable in the circumstance and it has
legitimate offers or other indications of inter&ssupport a value that is less than the net aggulaialue. Alternatively, the Bank may carry a
loan at a value that is in excess of the appraiake if the Bank has a guarantee from a borrohearthe Bank believes has realizable value. In
evaluating the strength of any guarantee, the Bamkuates the financial wherewithal of the guamgritee guarantor’s reputation, and the
guarantor’s willingness and desire to work with Bank. The Bank then conducts a review of the gtteof a guarantee on a frequency
established as the circumstances and conditiotigedforrower warrant.

The Bank records a loan chargiéfor the residential real estate, consumer, festured housing and mortgage warehouse loangligdtle for
fair value accounting, after 120 days of delinqyemicsooner when cash flows are determined to $fficient for repayment. The Bank may
also chargeff these loan types below the net appraised vialu#tthe Bank holds a junior mortgage positioraipiece of collateral whereby t
risk to acquiring control of the property throudie ppurchase of the senior mortgage position is dd@mpotentially increase the risk of loss
upon liquidation due to the amount of time to udbely market the property and the volatile marketditions. In such cases, the Bank may
abandon its junior mortgage and charge-off the lwalance in full.

Estimates of cash flows expected to be collecte® € loans are updated each reporting periothelfBank estimates decreases in expected
flows to be collected after acquisition, the Bahlarges the provision for loan losses and estalslisheallowance for loan losses.

Credit Quality Factors

Commercial and industrial, commercial real estasidential real estate and construction loandased on an internally assigned risk rating
system which are assigned at the loan originatiwhraviewed on a periodic or on an “as needed’sb&insumer, mortgage warehouse and
manufactured housing loans are evaluated basdtegralyment activity of the loan. Risk ratings aveestablished for home equity loans,
consumer loans, and installment loans, mainly bez#uese portfolios consist of a larger numbemofilbgenous loans with smaller balances.
Instead, these portfolios are evaluated for riskipdased on aggregate payment history (throughrtbnitoring of delinquency levels and
trends). For additional information about crediabity factor ratings refer to “NOTE 7*-LOANS RECEIVABLE AND ALLOWANCE FOR
LOAN LOSSES.”

Impaired Loans

A loan is considered impaired when, based on ctiméormation and events, it is probable that treBwill be unable to collect all amounts
according to the contractual terms of the loanemgent. Factors considered by management in deteigrimpairment include payment status,
collateral value and the probability of collectisgheduled principal and interest payments when ldvemns

92



Table of Contents

that experience insignificant payment delays anangat shortfalls generally are not classified agdired. Management determines the
significance of payment delays and payment shigtfed a case-by-case basis, taking into considerati of the circumstances surrounding the
loan and the borrower, including the length ofdieéay, the reasons for the delay, the borroweits payment record and the amount of the
shortfall in relation to the principal and interested.

Impairment is measured on a loan by loan basibdtr covered and non-covered loans for commeroidicanstruction loans by the present
value of expected future cash flows discounteti@tdan’s effective interest rate, the loan’s atsble market price or the fair value of the
collateral if the loan is collateral dependent. Tdievalue of the collateral is measured basethervalue of the collateral securing the loansg
cost to sell. Collateral may be in the form of reslate or business assets including equipmerniary, and accounts receivable. The vast
majority of Customers’ collateral is real estatbe Value of real estate collateral is determinditing an income or market valuation approach
based on an appraisal conducted by an indeperdenised appraiser outside of the Bank using olasdevmarket data. The value of business
equipment is based upon an outside appraisal ihddesignificant, or the net book value on the ajgjblie business’ financial statements if not
considered significant using observable market.dakawise, values for inventory and accounts reaelie collateral are based on financial
statement balances or aging reports.

Covered loans are and will continue to be subjetié¢ Bank’s internal and external credit review amonitoring that is applied to the non-
covered loan portfolio. If credit deteriorationeisperienced subsequent to the initial acquisit®meicated above, such deterioration will be
measured, and a provision for loan losses willisrged to earnings. These provisions will be offgean increase to the FDIC loss sharing
receivable for the estimated portion anticipatedeaeceived from the FDIC.

Goodwill

Goodwill represents the excess of cost over thetifiigble net assets of businesses acquired. Géladwecognized as an asset and is reviewed
for impairment annually as of October 31 and betwanual tests when events and circumstances tadlta impairment may have occurred.

FHLB, Federal Reserve Bank, and other restricted sick

FHLB, Federal Reserve Bank, and other restricteckstepresents required investment in the capitaksof the Federal Home Loan Bank
(“FHLB"), the Federal Reserve Bank, and Atlanticn@al Bankers Bank and is carried at cost. In Fatyr@012, the FHLB of Pittsburgh
declared a dividend payable to their shareholdedlsadso resumed repurchase of excess capital Stbhekwas a recovery from December 2009,
when the FHLB of Pittsburgh notified member barfiat it was suspending dividend payments and thercbpse of capital stock.

Other Real Estate Owned

Real estate properties acquired through, or indfelpan foreclosure are initially recorded at fedlue less cost to sell at the date of foreclesur
establishing a new cost basis. After foreclosuadations are periodically performed by manageraadtthe real estate is carried at the lower of
its carrying amount or fair value less the cosdlh. Revenue and expenses from operations andyebam the valuation allowance are included
in the statement of income. Certain other reattestaned that was acquired from USA Bank and ISNKBa through the foreclosure of loan:
those banks is subject to Loss Sharing Agreemeititstine FDIC.

FDIC Loss Sharing Receivable

The FDIC loss sharing receivable is measured seghafeom the related covered assets becausadtisontractually embedded in the assets
is not transferrable if the assets are sold. ThECHBss sharing receivable was initially recordéébir value, based on the discounted value of
expected future cash flows under the loss shaeeawgnts. The difference between the present vallithe undiscounted cash flows the Bank
expects to collect from the FDIC is accreted imttetiest income over the life of the FDIC loss stwreceivable.

The FDIC loss sharing receivable is reviewed quigrend adjusted for changes in expected cash flmaged on recent performance and
expectations for future performance of the covemdfolio. These adjustments are measured on tie &asis as the related covered loans and
covered other real estate owned. Increases ina@&siihtash flows on the covered assets will redue&DIC loss sharing receivable and
decreases in estimated cash flows on the covesetisasill increase the FDIC loss sharing receivdblereases to the FDIC loss sharing
receivable are recorded as a reduction to the gimvior loan losses and decreases to the FDIGslusng receivable are recorded either as an
increase to the provision for loan losses (to ttterg an increase in the FDIC receivable balancepvaviously recorded as a reduction to the
provision for loan losses) or recognized over tfeedf the loss share agreements.
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Bank-Owned Life Insurance

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

Bank Premises and Equipment

Bank premises and equipment are stated at costdessnulated depreciation. Depreciation is compatethe straight-line method over
the estimated useful lives of the related assetaséhold improvements are amortized over the stafrthe term of the lease or estimated useful
life, unless extension of the lease term is redsigrassured.

Treasury Stock
Common stock purchased for treasury is recordedsdt No treasury stock has been reissued.

Income Taxes

The Bancorp accounts for income taxes under thditiamethod of accounting for income taxes. Thedme tax accounting guidance results in
two components of income tax expense: current afeficed. Current income tax expense reflects taxbe paid or refunded for the current
period by applying the provisions of the enactedds to the taxable income or excess of deductim@s revenues. The Bancorp determines
deferred income taxes using the liability (or basheet) method. Under this method, the net agefeax asset or liability is based on the tax
effects of the differences between the book and#ses of assets and liabilities, and enacted elsdndax rates and laws are recognized in the
period in which they occur.

A tax position is recognized if it is more likelyan not, based on the technical merits, that theaaition will be realized or sustained upon
examination. The term more likely than not meatikedihood of more than 50 percent; the terms exetiand upon examination also include
resolution of the related appeals or litigationgaerss, if any. A tax position that meets the mdteNi-than-not recognition threshold is initially
and subsequently measured as the largest amotax bénefit that has a greater than 50 percerltiided of being realized upon settlement v

a taxing authority that has full knowledge of &llavant information. The determination of whethenot a tax position has met the more-likely-
than-not recognition threshold considers the faitsumstances, and information available at tipertng date and is subject to management’s
judgment.

In assessing the realizability of federal or stferred tax assets, management considers whetbenare likely than not that some portion or
all of the deferred tax assets will not be realiZgtke ultimate realization of deferred tax assetiependent upon the generation of future taxable
income during periods in which those temporaryadéhces become deductible. Management considessltieduled reversal of deferred tax
liabilities, projected future taxable income anddent, feasible and permissible as well as availtab! planning strategies in making this
assessment. Based on the level of historical texabbme and projections for future taxable incawer the periods in which the deferred tax
assets are deductible as well as available taxplgrstrategies, management believes it is mogdylithan not that Bancorp will realize the
benefits of these deferred tax assets.

Share-Based Compensation

Customers Bancorp has three active share-baseceosatfon plans. Share-based compensation accognfidance requires that the
compensation cost relating to share-based-paymaergdctions be recognized in financial statemdtat cost is measured based on the grant-
date fair value of the equity or liability instrums issued.

Compensation cost for all share awards is caladilate recognized over the employees’ service pegederally defined as the vesting
period. For awards with cliff-vesting, compensatimst is recognized on a straight-line basis dverréquisite service period for the entire
award. The Black-Scholes model is used to estithatéair value of stock options, while the markat@ of Customers Bancogptommon stoc
at the date of grant is used for restricted stoehrds.

Comprehensive Income

Comprehensive income (loss) consists of net incoss) and other comprehensive income (loss). Qibeprehensive income includes
changes in unrealized gains and losses on sesuaitalable for sale arising during the period sradassification adjustments for realized gains
and losses on securities available for sale includ@et income. Unrealized gains and losses ouréies available for sale include a component
for unrealized changes in foreign currency exchaatgs relating to the Bancorp’s investment inaiarforeign equity securities. Unrealized
gains and losses on available for sale securiteethea only components of accumulated other congmstie income.
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Earnings per Share

Basic earnings per share represents net incomgediviy the weighted-average number of common shbatstanding during the period. Diluted
earnings per share includes all potentially diittommon shares outstanding during the periodnRakeommon shares that may be issued
related to outstanding stock options, restrictedlstinits, and warrants are determined using #astiry stock method.

Segment Information

Customers Bancorp, Inc. has one reportable segfi@mntimunity Banking.” All of the Company’s activiis are interrelated, and each activity is
dependent and assessed based on how each ofitlitieaatf the Company supports the others. Fongda, lending is dependent upon the
ability of the Company to fund itself with deposdtisd borrowings while managing the interest rate@edit risk. Accordingly, all significant
operating decisions are based upon analysis dah& as one segment or unit.

Accounting Changes
The Fair Value Option

We elected the fair value option for loans to pdeviquidity to mortgage bankers under a MasteruRelpase Agreement originated after July 1,
2012 in order to more accurately represent thet $ionm nature of the transaction and its inheresdlit risk. This adoption is in accordance with
the parameters established by Accounting Standzodgdication (“ASC”) 825-10-25Financial Instruments-Overall-Recognition: The Fair
Value OptionAs a result of this election, new warehouse lendliagsactions are classified as “Loans held fa"sah the balance sheet. The
interest income from the warehouse lending trafmaxare classified in “Interest Income — LoanglHel sale”on the consolidated statement
income. An allowance for loan losses is not recotfde the warehouse lending transactions when medsat fair value since under ASC 825,
the exit price (the repurchase price) for warehdeisding transactions considers the effect of ebquecredit losses.

We also elected to use fair value accounting fsidential mortgage loans originated after Octoh&@01.3 with the intent to sell at time of
origination. The accounting for the residential tgage loans subject to this fair value electiofofes the accounting described for the
warehouse loans also subject to the fair valuewattom election. The unrealized fair value changéated to these loans are classified in
“Mortgage banking income” on the consolidated stegets of income.

Change in Accounting Estimates

Estimates of cash flows from purchased credit-imgeh{“PCI") loans were revised during the third gqaeof 2012 due to a conversion to a more
sophisticated and precise loan valuation systeractordance with the guidance in ASC 310-30, istéreeome is based on an acquired loan’s
expected cash flows. Complex models are needeal¢alate loan-level and/or pool level expected dishs in accordance with ASC 310-30.
The loan data analysis provided by the new softwgasemore precise quantification of future cashv than the analysis that was previously
calculated manually. Upon conversion to the newnsrk, acquisition date loan values were loademitimt system and the new software
calculated their fair values using its complex aéilon model. Conversion to the new system was cetaglin September 2012. To adjust the
acquisition date loan balances recorded on CustBunk’s books to the amounts calculated by theswftware, approximately $4.5 million
was recognized in other non-interest income irttirel quarter of 2012. The revised valuation fag B'CI acquisition date loan balances due to
the conversion to the new software is accountegtospectively as a change in accounting estimate.

When converting to the new software system, we wagaired to calculate the estimated cash flowsifitoe various acquisition dates of the |

loans through the date the software was implemeagdtiwas impracticable to perform these calooitetion a monthly or quarterly basis. In the
third quarter of 2012, approximately $4.5 milliomswecognized in interest income related to thésmgk. The impact of the revised valuation of
cash flows for the PCI loan activity due to theension to the new software is accounted for prospaly as a change in accounting estimate.

Also during the third quarter of 2012, we re-estimdethe cash flows for the PCI loans using curdatd. The re-estimated expected cash flows
decreased from prior estimated cash flows. Comgistéh ASC 310-10’s fundamental premise that aease in expected cash flows results in
accrual of a loss contingency and should not réisaltchange in yield, we evaluated the adequadiyeoéllowance for loan losses for PCI loans
and determined that an additional provision fonl@sses of $7.5 million was appropriate. In thieife, we will reestimate the cash flows on
PCl loans on a quarterly basis, and adjustmengsyif are not expected to have a material impaéatome earnings.

As a result of the changes in estimates, net indomine year ended December 31, 2012 increas&90®9,000, net of tax, and basic and diluted
earnings increased by $0.07 per share.
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Recently Issued Accounting Standards and Updates

In January 2014, the Financial Accounting StandBatsrd (“FASB”) issued Accounting Standard UpddfeSU”) 2014-04,Reclassification of
Residential Real Estate Collateralized Consumertlyaye Loans upon Foreclosu, a consensus of the FASB Emerging Issues TasleFohe
ASU clarifies that an in substance repossessidareclosure occurs, and a creditor is considerdtht@ received physical possession of
residential real estate property collateralizirpasumer mortgage loan, upon either (1) the credlitaining legal title to the residential real
estate property upon completion of a foreclosur@pthe borrower conveying all interest in theidestial real estate property to the creditor to
satisfy that loan through completion of a deeden bf foreclosure or through a similar legal agneat. The ASU also requires additional rele
interim and annual disclosures. The guidance mAI8U is effective for annual and interim periogginning after December 15, 2014. The
Bancorp does not expect this ASU to have a sigmifiimpact on its financial condition or resultsopkration.

In January 2014, the FASB issued ASU 2014Axounting for Investments in Qualified Affordabieusing Projects a consensus of the FAS
Emerging Issues Task Force. The ASU provides gaiglan accounting for investments by a reportingyeint flow-through limited liability
entities that manage or invest in affordable haygirjects that qualify for the low-income houstag credit. The guidance in this ASU is
effective for annual periods and interim reportpegiods within those annual periods, beginningradecember 15, 2014. The Bancorp does not
expect this ASU to have a significant impact orfiitancial condition or results of operation.

In December 2013, the FASB issued ASU 2013Bkjnition of a Public Business Entity — An Additiom the Master GlossaryThe ASU
improves U.S. GAAP by providing a single definitiohpublic business entity for use in future fineh@ccounting and reporting guidance. The
amendment does not affect existing requirementsrelis no actual effective date for the guidanabim ASU. The Bancorp does not expect
ASU to have a significant impact on its financiahdition or results of operation.

In July 2013, the FASB issued ASU 2013-i;lusion of the Fed Funds Effective Swap RateOeernight Index Swap Rate) as a Benchmark
Interest Rate for Hedge Accounting Purpgc, a consensus of the FASB Emerging Issues TasleFore ASU permits the Fed Funds Effective
Swap Rate (OIS) to be used as a U.S. benchmarestt@ate for hedge accounting purposes under Bifficin addition to UST and LIBOR.
The ASU also removes the restriction on using diffié benchmark rates for similar hedges. The gaielémthis ASU was effective
prospectively for qualifying new or redesignateddiag relationships entered into on or after JWly2013. This ASU has not had a significant
impact on the Bancorp’s financial condition or fesof operation.

In February 2013, the FASB issued ASU 2013@Mligations Resulting from Joint and Several LigpiArrangements for Which the Total
Amount of the Obligation Is Fixed at the Reportdage, a consensus of the FASB Emerging Issues TasleFdhe guidance in this USU
requires an entity to measure obligations resufiiog joint and several liability arrangements fdrich the total amount of the obligation witt
the scope of this guidance is fixed at the repgrtiate, as the sum of the following: (a) the amah@atreporting entity agreed to pay on the basis
of its arrangement among its co-obligors, and (ly) additional amount the reporting entity expeotpay on behalf of its co-obligors. The
guidance in this ASU is effective for fiscal yeaaad interim periods within those years, beginrdfigr December 15, 2013. The Bancorp does
not expect this ASU to have a significant impacitsriinancial condition or results of operation.

In February 2013, the FASB issued ASU 2013-82porting of Amounts Reclassified Out of Accutadi®ther Comprehensive Incomeich

adds new disclosure requirements for items rediedsiut of accumulated other comprehensive incmeCI”). The ASU requires entities to
disclose additional information about reclassifimatadjustments, including (1) changes in accuredlather comprehensive income balances by
component and (2) significant items reclassifietlaflAOCI. The new disclosure requirements wereafe for fiscal years and interim periods
beginning after December 15, 2012 for public conmgmn

In January 2013, the FASB issued ASU 2013@arifying the Scope of Disclosures about Offsgtissets and Liabilitiesto clarify that the
scope of ASU 2011-11 applies to derivatives acamaifar in accordance with Topic 815, Derivatived &tedging, including bifurcated
embedded derivatives, repurchase agreements amdeaepurchase agreements, and securities bog@anthsecurities lending transactions
are either offset in accordance with relevant anting guidance or subject to an enforceable masting arrangement or similar agreement
The guidance in this ASU was effective for thetfirgerim or annual period beginning on or aftemuly 1, 2013 (the same effective date for
ASU 2011-11) and was to be applied retrospectiv@be'NOTE 20 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIV ITIES”

for the required disclosures.

In October 2012, the FASB issued ASU 201286siness Combinations (Topic 805): Subsequent Aticmufor an Indemnification Asset
Recognized at the Acquisition Date as a Result@deernmer-Assisted Acquisition of a Financial Institutiondansensus of the FASB
Emerging Issues Task ForcThis ASU requires an entity to subsequently accéarihe change in the measurement of the indeoatifin asse
on the same basis as the change in the assetstdoljgdemnification. The amendments in this ASereveffective for the first interim periods
or annual period beginning on or after Decembe2032 and were to have been applied prospectiVéig. ASU has not had a significant
impact on the Bancorp’s financial condition or fesof operation.
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NOTE 4 — EARNINGS PER SHARE

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

Net income available to common shareholt
Weighte«-average number of common shares outstar
—basic
Stocl-based compensation pla
Warrants
Weighte-average number of common she diluted

Basic earnings per she
Diluted earnings per sha

December 31

2013 2012 2011
(dollars in thousands, except per share ¢

$ 32,69 $ 23,81 $ 3,99(
22,259,16 13,416,39 10,071,56
421,86 250,70: 141,26:
180,47. 119,97¢ 71,53:
22,861,50 13,787,07 10,284,36
$ 1.47 $ 1.7¢ $ 0.4C
1.4< 1.7 0.3¢

The following is a summary of securities that copddentially dilute basic EPS in the future thateveot included in the computation of diluted
EPS because to do so would have been antidilutivéhé periods presented.

Anti-dilutive securities
Shar-based compensation awa
Warrants

Total ant-dilutive securities

NOTE 5 — INVESTMENT SECURITIES

December 31

2013 2012 2011
745,03!  152,25: 34,13(
118,74! 129,94t 130,04
863,78( 282,19 164,17

In May 2012, Customers Bancorp reclassified itsS8énillion held-to-maturity investment portfolio available for sale. Due to its strong
outlook for loan growth, falling interest ratesdats then recent decision to postpone its infighlic offering of stock, the Bancorp decided to
proceed with this reclassification to provide lidjity. The reclassification increased total sharéérd’ equity by $5.5 million associated with
recording the net security gains on the portfalit, of tax effects, to accumulated other comprekenscome. These securities were
subsequently sold during 2012. In accordance wiglulatory and accounting requirements, the Banisgppohibited from classifying security
purchases as held to maturity for a period of tearg, ending May 2014.

The amortized cost and approximate fair value wéd#tment securities are summarized as follows:

Available for Sale:

Mortgage-backed securities (:
Corporate note
Equity securities (2

Total

December 31, 201

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
(in thousands
$ 461,98 % 207 $ (10,659 $ 451,53
25,00( 344 (22) 25,32
23,07 0 (2,360 20,71«
$ 510,06; $ 551 $ (13,040 $ 497,57
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December 31, 201

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(in thousands
Available for Sale:

Mortgage-backed securities (. $ 102,44¢ $ 1,79 $ (109 $ 104,13
Corporate note 25,00( 89 (239 24,95
Equity securitie: 6 0 0 6

Total $ 127,45 $ 1,88 $ (246) $ 129,09:

(1) Comprised primarily of mortga-backed securities issued by governr-sponsored agencies, including FHLMC, FNMA, and GNI
(2) Comprised primarily of equity securities in a famientity.

The following table shows proceeds from the salavaiilable-for-sale investment securities, grossggand gross losses on those sales of
securities:

For the Years Ended December 31

2013 2012 2011
(in thousands

Proceeds from sale of availa-for-sale investment securiti $135,19: $309,22: $182,74.

Gross gain: $ 1,27¢ $ 9,017 $ 2,731

Gross losse 0 0 0

Net gains $ 1,27/ $ 9,01% $ 2,731

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

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

December 31, 2013
Available for Sale

Amortized
Fair
Cost Value
(in thousands
Due in one year or le: $ 0 $ 0
Due after one year through five ye 25,00( 25,32:
Due after five years through ten ye 0 0
Due after ten yeal 0 0
Mortgage-backed securitie 461,98¢ 451,53t
Total debt securitie $486,98! $476,85¢
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The Bancorp’s investments’ gross unrealized loasésfair value aggregated by investment categodylemgth of time that individual securities
that have been in a continuous unrealized losdiposiere as follows:

December 31, 201

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

(in thousands
Available for Sale:

Mortgage-backed securities (. $ 42562 $ (10,06) $ 527¢ $ (59¢) $ 430,890 $ (10,659
Corporate note 4,982 (18) 4,997 (©)) 9,97¢ (21)
Equity securities (2 20,71 (2,360) 0 0 20,71 (2,360)
Total $ 45131¢ $ (12439 $ 1027: $ (601) $ 46159 $ (13,040
December 31, 2012
Less than 12 month: 12 months or more Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

(in thousands
Available for Sale:

Mortgage-backed securities (. $ 569t % 87 $% 42¢ 3 22 $ 6,12¢ % (109)
Corporate note 0 0 9,86: (1379) 9,86: (137)
Total $ 569 % (8) $ 10,29: $ (159 $ 1598t $ (24%)

(1) Comprised primarily of mortga-backed securities issued by governr-sponsored agencies, including FHLMC, FNMA, and GNP
(2) Comprised primarily of equity securities in a fgneientity.

At December 31, 2013, there were thirty-six avdddbr sale investment securities in the less-thveglve-month category and eight available-
for-sale investment securities in the twelve-momtimore category. At December 31, 2012, there weoeavailable-for-sale investment
securities in the less-than-twelve-month categary gight available-for-sale investment securitiethe twelve-month-or-more category.
Customers has analyzed these investments for thitietemporary impairment. The unrealized lossethemortgage backed securities are
guaranteed by government-sponsored entities anthply relate to changes in market prices and mankterest rates. All amounts are expected
to be recovered when market prices recover or &ainitya The unrealized losses on the equity seiegriteflect decreases in market price or
foreign currency exchange rates. Customers evaluhgefinancial condition and capital strengthhef tssuer of these securities and concluded
that the decline in fair value was temporary andlet@ecover by way of changes in market priceogifjn currency exchange rates. The
Company intends to hold these securities for thesfeeable future, and does not intend to selldbergies before the price recovers. Customers
considers it more likely than not that it will nme required to sell the securities. Accordinglystomers has concluded that the securities are not
other-than-temporarily impaired.

At December 31, 2013 and 2012, Customers Bank lealtjpd investment securities aggregating $451 .iomidnd $103.5 million fair value,
respectively, as collateral that the counterpadesot have the ability to sell or repledge.

NOTE 6 — LOANS HELD FOR SALE
The composition of loans held for sale was as ¥ato

December 31

2013 2012
(in thousands
Mortgage warehouse loans at fair va $740,69: $1,248,93!
Other mortgage warehouse loz 0 190,95«
Residential mortgage loans at fair va 6,89¢ 0
Loans held for sal $747,59: $1,439,88
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NOTE 7 — LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LO SSES
The following table presents loans receivable @3axfember 31, 2013 and 2012:

December 31

2013 2012
(in thousands
Constructior $ 14,62 $ 27,79
Commercial real esta 24,25¢ 44,90:
Commercial and industri: 5,81« 11,15:¢
Residential real esta 18,73: 19,95:
Manufactured housin 3,29: 3,72¢
Total loans receivablcoveredunder FDIC loss sharir

agreements (1 66,72t 107,52t
Constructior 36,90: 28,897
Commercial real esta 1,835,18! 835,48t
Commercial and industri; 239,50¢ 75,11¢
Mortgage warehous 86¢€ 9,56t
Manufactured housin 139,47: 154,70
Residential real esta 145,18t 109,43(
Consumel 2,144 2,061

Total loans receivablnot coveredunder FDIC loss sharir

agreement 2,399,26! 1,215,26.
Total loans receivabl 2,465,99! 1,322,78:
Deferred (fees) costs, r (912 1,67¢
Allowance for loan losse (23,999 (25,837
Loans receivable, ni $2,441,08I $1,298,63I

(1) Loans that were acquired in the two FDIC assistatsactions and are covered under loss sharingragres with the FDIC are referred
as“covere(” loans throughout these financial stateme

Non-Covered Loans

The following table summarize®n-coveredloans by class and performance status as of Dece3tth2013 and 2012:

December 31, 201

Purchasec-
90 Or Total Past Credit-
30-89 Days More Days Due Still Non- Impaired
Past Due (1 Past Due (1  Accruing (1) Accrual Current (2) Loans (3) Total Loans (4

(in thousands

Commercial and industri: $ 1c $ 0 $ 10 $ 12z $ 237,45 $ 192¢ $ 239,50¢
Commercial real esta 0 0 0 9,92¢ 1,788,14. 37,11¢ 1,835,18:
Constructior 0 0 0 2,04¢ 33,92: 93C 36,90:
Residential real esta 55¢ 0 55E 96¢ 133,15¢ 10,50¢ 145,18t
Consume| 0 0 0 0 1,72¢ 41¢€ 2,14«
Mortgage warehous 0 0 0 0 86¢€ 0 86¢€
Manufactured housing (! 7,921 3,772 11,69: 44¢ 122,41¢ 4,91/ 139,47:
Total $ 848 $ 3,77 $ 1225¢ $ 13,51 $2,317,68 $ 55,807 $ 2,399,26!
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December 31, 201

Purchasec-
90 Or Total Past Credit-
30-89 Days More Days Due Still Non- Impaired
Past Due (1 Past Due (1 Accruing (1) Accrual Current (2) Loans (3) Total Loans (4,

(in thousands

Commercial and industri: $ 38 $ 0 $ 38 $ 28¢ $ 72,71 $ 2077 $ 75,11¢
Commercial real esta 1,437 0 1,437 17,77( 770,50¢ 45,77 835,48t
Constructior 0 0 0 2,42: 25,02: 1,452 28,89
Residential real esta 381 0 381 1,66¢ 95,39¢ 11,98 109,43(
Consumel 0 0 0 56 1,48¢ 51¢ 2,061
Mortgage warehous 0 0 0 0 9,56¢ 0 9,56¢
Manufactured housing (! 9,23¢ 1,96¢ 11,20( 141 135,92: 7,43¢ 154,70:
Total $ 11,09C $ 1,966 $ 13,05¢ $ 22,347 $1,110,611 $ 69,24 $ 1,215,26,

(1) Includes past due loans that are accruing intbestuse collection is considered proba

(2) Loans where next payment due is less than 30 daysthe report date

(3) Purchase-credi-impaired loans that were aggregated into a pocheceunted for as a single asset with a single ogitginterest rate at
an aggregate expectation of cash flows, and thedp@sstatus of the pools, or that of the individaans within the pools, is not
meaningful. Because the Bank recognizes interestrie on each pool of loans, they are consideréd ferforming. Purchased-credit-
impaired loans that are not in pools accrete istesden the timing and amount of their expecteth fiasvs are reasonably estimable, and
are reported as performing loans. For additiorfaiination about purchased-credit-impaired loangrm® refer to NOTE 3
“SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRESHMTION — Purchased Loar”

(4) Amounts exclude deferred costs and fees and tbeatice for loan losse

(5) Manufactured housing loans purchased in 2010 dnjecito cash reserves held at the Bank that a@ tesfund pa-due payments whe
the loan becomes 90 days or more delinquent. Subsegurchases are subject to varying provisiotisdérevent of borrowers’
delinquencies

Covered Loans

The following table summarize®veredloans by class and performance status as of Dece3tib2013 and 2012:

December 31, 201

Purchased-
90 Days Total Past Credit-
3C-89 Days Or More Due Still Non- Impaired Total
Past Due (1) Past Due (1) Accruing (1) Accrual Current (2) Loans (3) Loans (4)
(in thousands

Commercial and industrii $ VAL 0 $ 29§ 2 % 317  $ 2,34t % 5,81«
Commercial real esta 24t 0 24t 1,691 13,58t 8,73¢ 24,25¢
Constructior 0 0 0 3,38% 1,967 9,27¢ 14,62°
Residential real esta 90 0 9C 564 14,10¢ 3,971 18,73
Manufactured housin 56 0 56 11 3,081 14& 3,29¢
Total $ 68 $ 0 $ 68 $ 565( $ 3591 $ 2447 % 66,72!
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December 31, 201,

Purchasec-
90 Days Total Past Credit-
30-89 Days Or More Due Still Non- Impaired Total
Past Due (1 Past Due (1 Accruing (1) Accrual Current (2) Loans (3) Loans (4)

(in thousands

Commercial and industrii $ 22C % 0o $ 22C $ 10C $ 840¢ $ 242¢ $ 11,15:
Commercial real esta 0 0 0 3,712 20,85¢ 20,33( 44,90:
Constructior 0 0 0 5,24¢ 6,47 16,07¢ 27,79:
Residential real esta 0 0 0 1,35¢ 14,22¢ 4,36¢ 19,95:
Manufactured housin 48 0 48 9C 3,527 63 3,72¢
Total $ 26 % 0O 3 268 $ 10,50« $ 53,48¢ $ 43,26¢ $ 107,52t

(1) Includes past due loans that are accruing intbexsiuse collection is considered proba

(2) Purchased loans from the FDIC with no evidenceaedit deterioration since originatio

(3) Purchase-credi-impaired loans aggregated into a pool are accoudotess a single asset with a single compositeesteate and a
aggregate expectation of cash flows, the past @diessof the pools, or that of the individual loavithin the pools, is not meaningful.
Because the Bank recognizes interest income onpaaitof loans, they are considered to be perfogmiturchased-credit-impaired loans
that are not in pools accrete interest when thsgirand amount of their expected cash flows arsoably estimable, and are reported as
performing loans. For additional information abputchased-credit-impaired loans, refer to refed@TE 3 “SIGNIFICANT
ACCOUNTING POLICIES AND BASIS OF PRESENTATIO- Purchased Loa” .

(4) Amounts exclude deferred costs and fees and allosvior loan losse:

Allowance for Loan Losses and FDIC Loss SharingeRable

Prospective losses incurred on covered loans @ielelfor partial reimbursement by the FDIC. Sulpsent to the purchase date, the expected
cash flows on the covered loans are subject taiatiah. Decreases in the present value of expeetsltl flows are recognized by recording an
allowance for loan losses with the related providir loan losses reduced for the amount reimblgdapthe FDIC. If the expected cash flows
on the covered loans increase such that a preyioesbrded impairment can be reversed, the Baneaqgrds a reduction in the allowance for
loan losses with a related reduction in losseslyaigable by the FDIC. Increases in expected castsfbf purchased loans and decreases in
expected cash flows of the FDIC loss sharing red#e; when there are no previously recorded impsits) are considered together and
recognized over the remaining life of the loangméerest income.
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The following table presents changes in the all@medor loans losses and the FDIC sharing receivfabléne years ended December 31, 3013,
2012 and 2011.

Allowance for Loan Losses
For The Years Ended December 31,

2013 2012 2011
(in thousands
Beginning Balanc: $25,83" $15,03: $15,12¢
Provision for loan losses ( 5,05¢ 16,27 9,45(
Chargeoffs (7,339) (6,16¢€) (9,667)
Recoveries 444 70C 114
Ending Balanct $23,99¢ $25,831 $15,03:

FDIC Loss Sharing Receivable
For The Years Ended December 31,

2013 2012 2011
(in thousands

Beginning Balanc: $12,34! $13,07% $16,70:
Increased estimated cash flows 2,81¢ 2,001 1,95¢
Other activity, net (3 1,61( 3,83¢ 1,96¢
Cash receipts from FDI (6,72¢6) (6,579 (7,545
Ending Balanct $10,04¢ $12,34: $13,07:
(1) Provision for loan losst $ 5,05t $16,27: $ 9,45(
(2) Benefit attributable to FDIC loss share agement: (2,819 (2,007 (1,955

Net amount reported as provision for loan los $ 2,23¢ $14,27( $ 7,49¢

(3) Includes external costs, such as legal fees, stallectaxes and appraisal expenses, that quatifeifmbursement under loss sh
arrangements. For 2012, includes change in acemuattimate as described in “NOTE 3—SIGNIFICANT ATIGNTING POLICIES
AND BASIS OF PRESENTATIOM

Impaired Loans— Covered and Non-Covered

The following tables present a summary of impaloahs as of the years ended December 31, 201304 Purchased-credit-impaired loans
are considered to be performing and are not indill¢he tables below.

December 31, 201

Recorded Unpaid
Investment Principal Average Interest
Net of Related Recorded Income
Charge Offs Balance Allowance Investment Recognizel
(in thousands
With no related allowance recorded:
Commercial and industri $ 13,09 $13,15¢ $ $ 9,95: $ 35
Commercial real esta 14,39° 15,24¢ 22,47°¢ 15¢€
Constructior 2,77 4,04¢ 6,40¢ 0
Consumel 0 0 a0 0
Residential real esta 2,831 2,831 2,52¢ 89¢
With an allowance recorded:
Commercial and industri 2,46¢ 3,73¢ 82¢ 1,61¢ 25
Commercial real esta 2,261 3,167 94¢€ 7,497 82
Constructior 1,132 1,132 351 5,05¢ 0
Consume| 64 64 17 48 5
Residential real esta 252 252 19¢ 87¢ 254
Total $ 39,28( $43,63¢ $ 2,347 $ 56,53¢ $ 1,45]

103



Table of Contents

December 31, 201,

Recorded Unpaid
Investment Principal Average Interest
Net of Related Recorded Income
Charge Offs Balance Allowance Investment Recognizel
(in thousands
With no related allowance recorded:
Commercial and industri; $ 3,84 $ 3,84« $ $ 4,92C $ 20¢
Commercial real esta 26,62¢ 27,477 23,08¢ 1,247
Constructior 6,58¢ 6,61¢ 7,42(C 9
Consume| 101 101 13C 1
Residential real esta 3,18¢ 3,18¢ 2,545 63
With an allowance recorded:
Commercial and industri 374 374 29t 672 12
Commercial real esta 8,70¢ 10,02: 2,50¢ 8,99¢ 14¢
Constructior 5,11¢ 6,022 1,541 6,54¢ 20¢E
Consume| 10C 10C 14 43 6
Residential real esta 1,331 1,331 27C 1,04( 13
Total $ 55,97¢ $59,077 $ 4,62¢ $ 55,40: $ 1,91/

Troubled Debt Restructurings

At December 31, 2013 and 2012, there were $4.6omiind $6.1 million, respectively, in loans cateped as troubled debt restructurings
(“TDRs"). TDRs are reported as impaired loans i ¢thlendar year of their restructuring and areuatall to determine whether they should be
placed on non-accrual status. In subsequent y@dMmSR may be returned to accrual status if it Baisa minimum six-month performance
requirement; however, it will remain classifiedimpaired. Generally, the Bancorp requires sustapgetbrmance for nine months before
returning a TDR to accrual status.

Modification of purchased-credit-impaired loanstthge accounted for within loan pools in accordanith the accounting standards for
purchased-credit-impaired loans do not result érémoval of these loans from the pool even if fications would otherwise be considered a
TDR. Accordingly, as each pool is accounted foa aggle asset with a single composite interestaatl an aggregate expectation of cash fl
modifications of loans within such pools are notR®D

The following is an analysis of loans modified itr@eubled debt restructuring by type of concessibDecember 31, 2013 and 2012. There were
no modifications that involved forgiveness of debt.

December 31, 2013

TDRs in TDRs in
Compliance Compliance with
with Their Their Modified
Modified Terms and
Terms and Not
Accruing Accruing
Interest Interest Total
(in thousands
Extended under forbearan $ 0 $ 0 $ 0
Multiple extensions resulting from financial diffikty 0 0 0
Interes-rate reduction _79C _ A44¢ _1,23¢
Total $ 79C $ 44¢€ $1,23¢
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December 31, 201,

TDRs in TDRs in
Compliance Compliance with
with Their Their Modified
Modified Terms and
Terms and Not
Accruing Accruing
Interest Interest Total
(in thousands
Extended under forbearan $ 0 $ 514 $ 514
Multiple extensions resulting from financial difilty 47 0 47
Interest rate reductior 792 141 93:
Total $ 83¢ $ 65E $1,49¢

The following tables provide by class the numbeioahs modified in troubled debt restructurings egwbrded investments at December 31,
2013 and 2012.

December 31, 201

TDRs in Compliance with TDRs in Compliance with Their
Their Modified Terms and Modified Terms and Not
Accruing Interest Accruing Interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment
(dollars in thousand:
Commercial and industri: 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 8 75€ 5 44§
Residential real esta 0 0 0 0
Consumel 1 32 0 0
Total loans 9 $ 79C 5 $ 44¢
December 31, 201
TDRs in Compliance with TDRs in Compliance with Their
Their Modified Terms and Modified Terms and Not
Accruing Interest Accruing Interest
Number Number
Recorded Recorded
of Loans Investment of Loans Investment
(dollars in thousand:s
Commercial and industrii 0 $ 0 0 $ 0
Commercial real esta 0 0 0 0
Constructior 0 0 0 0
Manufactured housin 4 22% 3 141
Residential real esta 1 564 1 67
Consumel 1 52 1 447
Total loans 6 $ 83¢ 5 $ 655

As of December 31, 2013 and 2012, there were noviéonents to lend additional funds to debtors whesms have been modified in TDRs.

For the year ended December 31, 2013, the recimsledtment of loans determined to be TDRs was #illlibn, both before and after
restructuring. For the year ended December 31, ,20&2%ecorded investment of loans determined toRs was $1.5 million, both before and
after restructuring. During the year period endregember 31, 2013, five TDR loans defaulted witbarded investment of $0.4 million.
During the year end December 31, 2012, three TRRdalefaulted with a recorded investment of $0IBami Since these loans were included
in the loan portfolio that is subject to the casberve, they will be removed from the loan portfelihen they become ninety days past due.
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Loans modified in troubled debt restructuringseraluated for impairment. The nature and exteimphirment of TDRs, including those whi
have experienced a subsequent default, is condidtethe determination of an appropriate levelltdfveance for credit losses. There were no
specific allowances resulting from TDR modificatoturing 2013, compared to specific allowancesof $nillion for 2012.

Credit Quality Indicators

Commercial and industrial, commercial real estasidential real estate and construction loandased on an internally assigned risk rating
system which are assigned at the loan originatimhraviewed on a periodic or on an “as needed’sb&insumer, mortgage warehouse and
manufactured housing loans are evaluated basdtequayment activity of the loan.

To facilitate the monitoring of credit quality withthe commercial and industrial, commercial resihte, construction, and residential real estate
classes, and for purposes of analyzing historass tates used in the determination of the allo@édmcloan losses for the respective portfolio
class, the Bank utilizes the following categoriésisk ratings: pass/satisfactory (includes risg 1 through 6), special mention, substandard,
doubtful, and loss. The risk rating categories,ohtdre derived from standard regulatory ratingrdidins, are assigned upon initial approval of
credit to borrowers and updated periodically thiteeaPass/satisfactory ratings, which are assigo¢dose borrowers who do not have ident
potential or well-defined weaknesses and for whioenet is a high likelihood of orderly repayment, apelated periodically based on the size and
credit characteristics of the borrower. All othategories are updated on a quarterly basis dunmgionth preceding the end of the calendar
guarter. Consumer loans are not assigned to aaiislg. While assigning risk ratings involves judgmt the risk-rating process allows
management to identify riskier credits in a timelgnner and allocate the appropriate resources tagieg the loans.

The risk rating grades are defined as follows:

“1" —Pass/ Excellent

Loans rated 1 represent a credit extension ofitifeekt quality. The borrower’s historic (at ledgefyears) cash flows manifest extremely large
and stable margins of coverage. Balance sheetoaservative, well capitalized, and liquid. Aftemsidering debt service for proposed and
existing debt, projected cash flows continue tatbeng and provide ample coverage. The borrowecayly reflects broad geographic and
product diversification and has access to alteradinancial markets.

“2" —Pass/ Superior

Loans rated 2 are those for which the borrowerahstsong financial condition, balance sheet, opmrat cash flow, debt capacity and coverage
with ratios better than industry norms. The bornsaaf these loans exhibit a limited leverage positborrowers are virtually immune to local
economies in stable growing industries, and wheaeagement is well respected and the company hdg aeaess to public markets.

“3" —Pass/ Strong

Loans rated 3 are those loans for which the borrdwas above average financial condition and fldikfhimore than satisfactory debt service
coverage, balance sheet and operating ratios asstent with or better than industry peers, hitle Industry risk, move in diversified markets
and are experienced and competent in their induBhgse borrowers access to capital markets igelthmostly to private sources, often secured,
but the borrower typically has access to a widgeaof refinancing alternatives.

‘4" —Pass/ Good

Loans rated 4 have a sound primary and secondargesof repayment. The borrower may have accealtemative sources of financing, bust
sources are not as widely available as they aaehigher grade borrower. These loans carry a ndewal of risk, with very low loss exposure.
The borrower has the ability to perform accordimghte terms of the credit facility. The marginscagh flow coverage are satisfactory but
vulnerable to more rapid deterioration than thénaigquality loans.

“ 5" — Satisfactor

Loans rated 5 are extended to borrowers who asgrdieted to be a reasonable credit risk and denaiedtie ability to repay the debt from
normal business operations. Risk factors may irechatiability of margins and cash flows, liquidigependence on a single product or industry,
cyclical trends, depth of management, or limitecesas to alternative financing sources. The borr@Westorical financial information may
indicate erratic performance, but current trenéspasitive and the quality of financial informatisnadequate, but is not as detailed and
sophisticated as information found on higher goatht. If adverse circumstances arise, the impattteohorrower may be significant.
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‘6" — Satisfactory Bankable with Care

Loans rated 6 are those for which the borrowerigtser than normal credit risk; however cash flowl asset values are generally intact. These
borrowers may exhibit declining financial charaistes, which increasing leverage and decreasmgdity and may have limited resources and
access to financial alternatives. Signs of weakiregese borrowers may include delinquent taxaslet slowness and eroding profit margins.

“7" — Special Mention

Loans rated Special Mention are credit facilitiest tmay have potential developing weaknesses asehdeextra attention from the account
manager and other management personnel. In the dnatpotential weaknesses are not corrected tigated, deterioration in the ability of the
borrower to repay the debt in the future may octhis grade is not assigned to loans that beaaiogoeculiar risks normally associated with the
type of financing involved, unless circumstancegehzaused the risk to increase to a level highear thould have been acceptable with the ¢
was originally approved. Loans where significartuat; not potential, weaknesses or problems agglglevident are graded in the category
below.

“8" —Substandard

Loans are classified Substandard when the loansadequately protected by the current sound wamthpayment capacity of the obligor or of
the collateral pledged, if any. Loans so classiffedst have a well-defined weakness or weaknesaegetipardize the liquidation of the debt and
are characterized by the distinct possibility that Company will sustain some loss if the weakrease not corrected.

“9” — Doubtful

The Bank assigns a doubtful rating to loans thaeladl the attributes of a substandard rating Withadded characteristic that the weaknesses
make collection or liquidation in full, on the basif currently existing facts, conditions, and esluhighly questionable and improbable. The
possibility of loss is extremely high, but becaao§eertain important and reasonable specific peméictors that may work to the advantage of
and strengthen the credit quality of the loancligssification as an estimated loss is deferrei itsinore exact status may be determined.
Pending factors may include a proposed mergerapisition, liquidation proceeding, capital injectigerfecting liens on additional collateral or
refinancing plans.

10’ —Loss

The Bank assigns a loss rating to loans considenedllectible and of such little value that thedntinuance as an active asset is not warranted.
Loss estimates in excess of 30% will result inss Idassification. Amounts classified as loss mwediately charged off.

Risk ratings are not established for home equiy$p consumer loans, and installment loans, maedause these portfolios consist of a larger
number of homogenous loans with smaller balancsseéd, these portfolios are evaluated for risknipdiased upon aggregate payment history
through the monitoring of delinquency levels arahtts and are classified as performing and nonpeitior.
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The following presents the credit quality table®fBecember 31, 2013 and 2012 for tiwm-coveredloan portfolio.

Pass/Satisfactor
Special Mentior
Substandar
Doubtful

Total

Performing
Nonr-performing (1)

Total

December 31, 201

Pass/Satisfactoi

Special Mentior
Substandar
Doubtful

Total

Performing
Nonr-performing (1)
Total

Commercial
Residential
and Commercial
Industrial Real Estate Construction Real Estate
(in thousands
$ 228,74t $1,808,80: $ 34,82: $142,58:
10,31 12,76( 29 94C
447 13,62: 2,05( 1,66(
0 0 0 0
$ 239,50¢ $1,835,18! $ 36,90 $145,18¢
Manufactured
Mortgage
Consumel Warehouse Housing
(in thousands
$ 2,14« $ 86¢€ $ 127,33(
0 0 12,14
$ 2,14« $ 86¢€ $ 139,47:
December 31, 201;
Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(in thousands
$ 70,95 $ 794,18 $ 26,02( $105,49(
3,83¢ 18,735 454 1,017
327 21,80: 1,971 2,91¢
0 762 452 4
$ 75,11¢ $ 835,48!¢ $ 28,897 $109,43(
Manufactured
Mortgage
Consumel Warehouse Housing
(in thousands
$ 2,00t $ 9,56 $ 154,56
56 0 141
$ 2,061 $ 9,56 $ 154,70:

(1) Includes loans that are on r-accrual status at December 31, 2013 and Z
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The following presents the credit quality table®BBecember 31, 2013 and 2012 for toweredloan portfolio.

December 31, 201

Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(in thousands
Pass/Satisfactot $ 3,68¢ $ 14,33( $ 1961 $ 14,13
Special Mentior 223 2,98¢ 0 45t
Substandar 1,90¢ 6,93¢ 12,66( 4,141
Doubtful 0 0 0 0
Total $ 5,81« $ 24,25¢ $ 14627 $ 18,73
Manufactured
Housing
(in thousands
Performing $ 3,22¢
Non-performing (1) 67
Total $ 3,29:¢
December 31, 201,
Commercial
Commercial Residential
and
Industrial Real Estate Construction Real Estate
(in thousands
Pass/Satisfactol $ 8,88¢ $ 26,19: $ 243¢ $ 14,02
Special Mentior 51 22t 4,03¢ 45k
Substandar 2,21¢ 18,48: 21,32( 5,47¢
Doubtful 0 0 0 0
Total $ 11,15: $ 44,90: $ 27,790 $ 19,95.
Manufactured
Housing
(in thousands
Performing $ 3,63¢
Non-performing (1) 9C
Total $ 3,72¢

(1) Includes loans that are on r-accrual status at December 31, 2013 and Z

The changes in the allowance for loan losses foy#ars ended December 31, 2013 and 2012 andathe dmd allowance for loan losses by
class and impairment method as of December 3fprasented in the tables below. The amounts preséetew for the provision for loan losses
do not include expected benefits resulting fromRB¢C loss share arrangements for the covered loans
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Commercial
Residential Manufactured Residua
and Commercial Mortgage
Twelve months ended December 31, 20 Industrial Real Estate Construction Real Estate Housing Consumer Warehouse Reserve Total
(in thousands
Beginning Balance, January
2013 $ 1477 $ 1543¢ $ 3991 $§ 323 $ 75C $ 154 % 71 $ 72z $ 25,83
Chargr-offs (1,387 (3,359 (2,096 (410 0 (87 0 0 (7,339
Recoveries 391 42 0 2 0 9 0 0 444
Provision for loan losse 2,15 3,58z 49C (33%) (13€) 54 (35) (722 5,05¢
Ending Balance, December
2013 $ 263t $ 1570t $ 2,382 $ 249 $ 614 $ 13C $ 3€ $ 0 $ 23,99
Loans:
Individually evaluated fo
impairment $ 1556¢ $ 16,65¢ $ 3,90¢ $ 3,08 $ 0% 64 $ 0 $ 39,28(
Collectively evaluated fc
impairment 225,48¢ 1,796,93. 37,41 146,36 137,70¢ 1,664 86¢€ 2,346,42!
Loans acquired with crec
deterioratior 4,26¢ 45,85¢ 10,20¢ 14,47 5,05¢ 41€ 0 80,28:
$ 245,32) $1,859,44. $ 51,52¢ $163,92: $ 142,76 $ 2,14 $ 86¢€ $2,465,99
Allowance for loan losses
Individually evaluated fo
impairment $ 82¢ % 94€ $ 351 $ 19¢ $ 0% 17 $ 0% 0 $ 2,34
Collectively evaluated fc
impairment 1,57¢ 9,64 267 767 84 38 36 0 12,40¢
Loans acquired with crec
deterioratior 23E 5,115 1,76 1,524 53C 75 0 0 9,24¢
$ 263t $ 1570t $ 2,388 $ 249 $ 614 $ 13C $ 36 $ 0 $ 23,99
Commercial
Commercial Residential Manufactured Residua
and Mortgage
Twelve months ended December 31, 20 Industrial Real Estate Construction Real Estate Housing Consumel Warehouse Reserve Total
(in thousands
Beginning Balance, January
2012 $ 1441 $ 7,02¢ $ 4,65€ $ 844 $ 18 $ 61 $ 92¢ $§ 54 $ 15,03.
Chargr-offs (522) (2,462) (2,507%) (649) 0 (26) 0 0 (6,166
Recoveries 514 63 4 5 0 114 0 0 70C
Provision for loan losse 44 10,80¢ 1,83¢ 3,03: 732 5 (85§8) 66€ 16,27
Ending Balance, December
2012 $ 1470 $ 1543¢ $ 3,991 $ 3,23 $ 75C $ 154 $ 71 $ 72z $§ 25,83
Loans:
Individually evaluated fo
impairment $ 421¢ $ 3533« $ 11,700 $ 451¢ $ 0$ 201 $ 0 $ 55,97¢
Collectively evaluated fc
impairment 77,54 778,95: 27,457 108,51: 150,93( 1,341 9,56t 1,154,30.
Loans acquired with crec
deterioratior 4,50¢ 66,10: 17,52¢ 16,352 7,501 51¢ 0 112,50¢
$ 86,27. $880,38¢ $ 56,68¢ $129,38: $ 158,43. $ 2,061 $ 9,56¢ $1,322,78:
Allowance for loan losses
Individually evaluated fo
impairment $ 29t $ 250t $ 1541 ¢ 27C $ 0% 14 $ 0$ 0% 4062
Collectively evaluated fc
impairment 731 7,04¢ 35C 917 63 55 71 722 9,957
Loans acquired with crec
deterioratior 451 5,88¢ 2,10( 2,04¢ 687 8t 0 0 11,25t
$ 1470 $ 1543¢ $ 3,991 $ 3,23 $ 75C $ 154 $ 71 $ 72z $§ 25,83
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The non-covered manufactured housing portfolio prashased in August 2010. A portion of the purch@sEe may be used to reimburse the
Bank under the specified terms in the Purchaseegkgeat for defaults of the underlying borrower atiteo specified items. At December 31,
2013 and 2012, funds available for reimburseménedessary, were $3.1 million and $3.5 milliorsgectively. Each quarter, these funds are
evaluated to determine if they would be sufficienabsorb probable losses within the manufactucesing portfolio.

The following table presents the changes in acoletgeld related to purchased-credit-impaired an

December 31

2013 2012 2011
(in thousands
Accretable yield balance, beginning of per $32,17¢ $ 45,35¢ $ 7,17¢
Additions resulting from acquisitic 0 0 41,30¢
Accretion to interest incon (6,219 (12,729 (3,55¢6)
Reclassification from nonaccretable difference disgosals, ne (3,409 (1,467 432
Accretable yield balance, end of per $22,551 $ 32,17 $45,35¢
NOTE 8 — BANK PREMISES AND EQUIPMENT
The components of bank premises and equipment agei@lows:
December 31
Expected Useful Life 2013 2012
(in thousands
Leasehold improvemen 3 to 25 yeal $11,50° $ 9,78¢
Furniture, fixtures and equipme 5to 10 yeat 4,35 3,26¢
IT equipment 3to 5 year 3,74( 2,752
Automobiles 5to 10 yeat 172 112
19,77 15,92:
Accumulated depreciatic (8,147 (6,249
Total $11,62¢ $ 9,67
Future minimum rental commitments under non-cafteleases were as follows:
December 31, 201
(in thousands
2014 $ 3,00¢
2015 2,39(
2016 2,21¢
2017 2,001
2018 1,77C
Subsequent to 20! 2,828
Total minimum payment $ 14,21:

Rent expense, which includes reimbursements ttetiser for real estate taxes, was approximately §@llion, $2.1 million and $1.6 million for
the years ended December 31, 2013, 2012 and 28ddectively. The Bancorp’s leases are for landoeadch or office space. A majority of the
leases provide for the payment of taxes, maintenansurance and certain other expenses applitakie leased premises. Many of the leases
contain extension provisions and escalation claud®sse leases are generally renewable and magrtain cases, contain renewal provisions
and options to expand and contract space and tataiihe leases at predetermined contractual dateddition, escalation clauses may exist,
which are tied to a predetermined rate or may chdraged on a specified percentage increase omthgu@er Price Index.
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NOTE 9 — GOODWILL

The Bancorp’s goodwill was recognized in connectidtth the acquisition of Berkshire Bank on Septermbé& 2011. The following table
presents changes to goodwill as originally estichateSeptember 17, 2011, and measurement periostamjnts to the fair values of certain
assets acquired as information about facts androgtances that existed as of the acquisition datarbe available.

(in thousand:

Balance at January 1, 201. $ 0
Goodwill resulting from the Berkshire acquisitias originally

estimated at September 2,46

Subsequent adjustments relating to deferred indares (867)

Balance at December 31, 2011, as originally repodse 1,59¢

Final adjustments relating to the Berkshire actjoisi

Loans receivabl 1,147

Other real estate own 1,66¢

Deferred income taxe (789

Balance at December 31, 2012 and 20 $ 3,62¢

The goodwill acquired in the Berkshire acquisitismot deductible for income tax purposes.

In accordance with ASC 350-28oodwill and Other Intangiblesgoodwill and indefinite-lived intangible assete tested for impairment
annually or more frequently if impairment indica@rise. A qualitative factor test can be perfortedetermine whether it is necessary to
perform the two-step quantitative goodwill impaimbéest. If this qualitative test determines iuidikely (less than 50% probability) that the
carrying value of the reporting unit is less thiafair value, then the Bancorp does not have tiopa a step one impairment test. The Bancorp
performed its annual analysis applying a qualitafactor test as of October 31, 2013. In accordarittethe requirements of ASC 350-20, the
Bancorp identified qualitative factors that werkevant to the general banking industry and spedifico Customers. As part of its assessment,
the Bancorp reviewed regional and national trendsiirent and expected economic conditions, examiimidicators such as GDP growth,
interest rates and unemployment rates. Customswscahsidered its own historical performance, etgtiens of future performance, merger and
acquisition trends in the banking industry and otherent conditions and trends specific to thekbanindustry. The qualitative analysis was
constructed to determine whether the weight oferveg indicated whether it was more likely thanthat the carrying value of the reporting unit
exceeded its fair value. The resulting summatiothefqualitative assessments were less than 5@¥&ftime the Bancorp was not required to
proceed with Step One impairment testing.

Based on the results of the Qualitative Goodwilb&inment Test, the Bancorp determined that theseneampairment on the current goodwiill
balance of $3.6 million.

NOTE 10 — DEPOSITS
The components of deposits were as follows:

December 31,

2013 2012
(in thousands
Demand, no-interest bearin $ 478,10: $ 219,68
Demand, interest bearir 58,01 37,26(
Savings, including money market deposit acco 1,298,46: 1,003,98!
Time, $100,000 and ow: 797,32: 708,48
Time, othel 328,01t 471,39¢
Total deposit: $2,959,92 $2,440,81
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Time deposits scheduled maturities at Decembe2@®13 were as follows:

December 31, 201
(in thousands

2014 $ 719,64.
2015 127,68.
2016 211,54:
2017 48,72¢
2018 17,74

Total time deposit $ 1,125,33

The aggregate amount of demand deposit overdteftsmere reclassified as loans totaled $1.0 milibBecember 31, 2013, compared to an
immaterial amount as of December 31, 2012.

Included in the savings balances above were $27illién and $203.1 million of brokered money markieposits, respectively, as of
December 31, 2013 and 2012. Also, included in tiotieer balances above were $36.0 million and $148l®n of brokered time deposits,
respectively, as of December 31, 2013 and 2012.

NOTE 11 - BORROWINGS
Short-term debt

Short-term debt was as follows:

December 31,

2013 2012
Amount Rate Amount Rate
(dollars in thousand:
FHLB advance: $611,50( 0.2€%  $411,00( 0.25%
Federal funds purchas 13,00( 0.4&% 5,000 0.2(%
Total shor-term borrowings $624,50( $416,00(

The following is a summary of the Bancorp’s sherrt borrowings:

December 31,
2013 2012 2011
(dollars in thousand:

FHLB advances

Maximum outstanding at any month € $769,75( $411,00( $329,00(

Average balance during the ye¢ 120,30¢ 74,33¢ 25,01¢

Weighted average interest rate during the 0.55% 0.3t% 0.34%
Federal funds purchase

Maximum outstanding at any month € 125,00( 55,00( 8,00(

Average balance during the ye¢ 32,35 4,33¢ 1,41t

Weighted average interest rate during the 0.31% 0.22% 0.12%

At December 31, 2013 and 2012, the Bank had agtgregailability under federal funds lines total®$®5.0 million and $135.0 million,
respectively.
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Long-term debt
FHLB advance:
The contractual maturities of long-term advancemfthe FHLB were as follows:

December 31

2013 2012
Amount Rate Amount  Rate
(dollars in thousand:

2014 $ 0 0.0(% $15,00C 0.52%
2015 50,00( 0.54 25,000 0.61%
2016 35,00( 0.6€ 10,00C 0.77
2017 5,00( 3.0¢ 5,00C 3.0¢
2018 5,00( 3.31 5,00C 3.31

$95,00( $60,00(

Of the $95.0 million of long-term advances abovH).$ million in FHLB advances that mature in 200d@d 2018 are convertible select
advances. One $5.0 million advance may be convetedg any quarter to a floating-rate advance withate of three-month LIBOR plus 17
basis points. The remaining $5.0 million advance m&converted in any quarter to a floating-rateamde with a rate of three-month LIBOR
plus 18 basis points. If the Bancorp were to canthese advances to a floating rate, the Bancorgdumave the right to prepay the advances
with no penalty.

The Bank had a total borrowing capacity with theéfal Home Loan Bank of $1.6 billion and with thedEral Reserve Bank of Philadelphia of
$92.3 million at December 31, 2013. The Bank hé&ata borrowing capacity with the Federal Home L&amk of $608.9 million and with the
Federal Reserve Bank of Philadelphia of $107.0ionilat December 31, 2012. Amounts can be borroweshart-term or long-term. As of
December 31, 2013, advances under these arrangearergecured by certain assets, which includarket lien on securities of $0.4 billion ¢
qualifying loans of Customers Bank of $1.3 billion.

Senior notes

In July and August 2013, the Bancorp issued $63l®min aggregate principal amount of senior rotiie 2018. The notes bear interest at
6.375% per year which is payable on March 15, Ii&eptember 15, and December 15 of each yeamdths are unsecured obligations of
Bancorp and rank equally with all of its secured ansecured senior indebtedness.

Subordinated debt

Customers Bank issued a subordinated term notagitive second quarter of 2004. The note was issue&?.0 million at a floating rate based
upon the three-month LIBOR rate, determined qulgttptus 2.75% per annum. Quarterly interest payiiare made on this note in January,
April, July and October. At December 31, 2013, dbarterly average rate was 2.99%, and the avesdgdar the year was 3.02%. The note
matures in the fourth quarter of 2014.

NOTE 12 — SHAREHOLDERS' EQUITY

In November 2013, the Bancorp announced that itgdBof Directors had authorized a stock repurcipés®in which it could acquire up to 5%
of its current outstanding shares at prices nekteed a 20% premium over the current book valbe.répurchase program may be suspended,
modified or discontinued at any time, and the Bapdwas no obligation to repurchase any amounsafdtnmon stock under the program.

At December 31, 2013, there were warrants outstanti purchase 588,813 shares of the Bansagnmon stock. At December 31, 2012, t
were warrants outstanding to purchase 670,041 slo&tbe Bancorp’s common stock. The purchase pat®ecember 31, 2013 and 2012
ranged from $10.50 per share to $73.01 per share.

NOTE 13 — EMPLOYEE BENEFIT PLANS
401(k) Plan

Customers Bank has a 401(k) profit sharing planrelineeligible employees may contribute up to 15%hefr salary to the Plan. Customers
Bank provides a matching contribution equal to Sif%he first 6% of the contribution made by the éoype. Employer contributions for the
years ended December 31, 2013, 2012, and 201130edenillion, $0.3 million, and $0.2 million, resg&vely.
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Supplemental Executive Retirement Plans

Customers Bank entered into a supplemental exectgbtirement plan (SERP) with its Chairman and Cliecutive Officer that provides
annual retirement benefits for a 15-year periodnupe later of his reaching the age of 65 or whetehminates employment. The SERP is a
defined-contribution type of deferred compensatimangement that is designed to provide a targatametirement benefit of $300,000 per
year for 15 years starting at age 65, based ossumaed constant rate of return of 7% per yeartHawtevel of retirement benefit is r
guaranteed by the Bank, and the ultimate retirefnenéfit can be less than or greater than thettafge Bank intends to fund its obligations
under the SERP with the increase in cash surreradee of a life insurance policy on the life of tBhairman and Chief Executive Officer which
is owned by the Bank. As a result of the acquisitb USA Bank on July 9, 2010, the SERP became#ffeand the Chairman and Chief
Executive Officer is entitled to receive the baknt his account in accordance with the terms ®3BRP. The present value of the amount
owed as of December 31, 2013 was $3.5 million aasl wcluded in other liabilities.

NOTE 14 — SHARE-BASED COMPENSATION PLANS
Summary

During 2010, the shareholders of Customers Bankoapp the 2010 Stock Option Plan (“2010 Plan”), dodng 2012, the shareholders of
Customers Bancorp approved the 2012 Amendment asthi@ment of the Customers Bancorp, Inc. Amendddrastated 2004 Incentive
Equity and Deferred Compensation Plan (“2004 Plafte purpose of these plans is to promote theesscand enhance the value of the
Bancorp by linking the personal interests of theners of the Board of Directors and employeescerf, and executives of Customers Bank to
those of the shareholders of the Bancorp and byiging such individuals with an incentive for oatstling performance in order to generate
superior returns to shareholders of the Bancorp.ZU10 Plan and 2004 Plan are intended to prolgaéility to the Bancorp in its ability to
motivate, attract, and retain the services of membtthe Board of Directors, and employees, officand executives of Customers Bank. Stock
options and restricted stock units normally vesthanthird or fifth anniversary of the grant dateyided the grantee remains employed by the
Bancorp or continues to serve on the Board. Witheet to stock options granted under the 2010 Ré&sted options shall be exercisable only
when the Bancorp’s fully diluted tangible book valill have increased by 50% from the date of gr@ettain share-based awards provide for
accelerated vesting if there is a change in cof®befined in the Plans). No stock options magxecisable for more than ten years from the
date of grant.

The 2010 and 2004 Plans are administered by thep€oesation Committee of the Board of Directors. Z0&0 Plan provides exclusively for the
grant of stock options, some or all of which maysbectured to qualify as Incentive Stock Optidossmployees, officers and executives. The
maximum number of shares of common stock which beaigsued under the 2010 Plan is 3,333,334 shEnes2004 Plan provides for the grant
of options, some or all of which may be structuedualify as Incentive Stock Options if grantecetoployees, stock appreciation rights
(“SARS"), restricted stock, restricted stock unéad unrestricted stock to employees, officerscetees, and members of the Board of
Directors. The maximum number of shares of comnmtockswhich may be issued under the 2004 Plan BQR20®0 shares. At December 31,
2013, the aggregate number of shares of commok at@ilable for grant under these plans was 2,428sbares.

On January 1, 2011, the Bancorp initiated a BoremoBnition and Retention Program (“BRRP”). Thia iestricted stock unit plan. Employees
eligible to participate in the BRRP include the &Htxecutive Officer and other management and kiighimpensated employees as determined
by the Compensation Committee in its sole discretignder the BRRP, a participant may elect to defeldess than 25%, nor more than 50%, of
his or her bonus payable with respect to each gfgaarticipation. Shares of Voting Common Stockihg\a value equal to the portion of the
bonus deferred by a participant are allocated tarenual deferral account, and a matching amourglequan identical number of shares of
common stock is also allocated to the annual defaacount. A participant becomes 100% vesteddratinual deferral account on the fifth
anniversary date of the initial funding of the aae provided he or she remains continuously emgaldyy the Bancorp from the date of funding
to the anniversary date.

Vesting is accelerated in the event of involuntarnmination other than for cause, retirement atftar age 65, death, termination on account of
disability, or a change in control of the Bancdrprticipants were first eligible to make electiomgler the BRRP with respect to their bonuses
for 2011 which were payable in the first quarte012. The BRRP does not provide for a specific Inemof shares to be reserved; by its terms,
the award of restricted stock units under this gdimited by the amount of cash bonuses paithéoparticipants in the plan. At December 31,
2013, restricted stock units outstanding underplas totaled 107,172.

Share-based compensation expense is recognizedtmight-line basis over the vesting periods efdlwards and is a component of salaries anc
employee benefits expense. Total share-based caapamexpense for 2013, 2012, and 2011 was $3lidémi$2.0 million, and $0.7 million,
respectively. At December 31, 2013 there was $&0ll®n of unrecognized compensation cost relatedlk non-vested share-based
compensation awards. This cost is expected todmgnized through December 2018.
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Stock Options

Options to purchase an aggregate of 617,910 at@B2&hares of voting common stock, representing 40&61.5% of the number of shares
issued in the May 2013 offering of voting commoockt were granted to the Chief Executive Officedl #me Chief Operating Officer in
connection with the completion of the offering puast to their existing employment agreements, ietsgdy. The options will vest over five
years from the date of grant, subject to a 50%ese in the value of the Banc’'s Voting Common Stock and have a term of 10 years.

In addition, options to purchase an aggregate @80shares of Voting Common Stock were grantesttain officers in 2013.

The Bancorp estimated the fair value of each omiamt on the date of grant using the Black-Schopg®n pricing model. The riskee interes
rate was based upon the zempon Treasury rates in effect on the grant diatieecoptions. Expected volatility was based uponitéd historica
information because the Bancorp’s common stoclohfsbeen traded since February 2012. Expectedvife management’s estimate which
took into consideration the five-year vesting regoient and the fact that there have been no egsrsisce 2010. The following table presents
the weighted-average assumptions used and theimgswkighted-average fair value of an option.

2013 2012 2011
Weightec-average ris-free interest rat 1.42% 1.15% 2.0(%
Expected dividend yiel 0.0(% 0.0(% 0.0(%
Weighte-average expected volatili 13.7% 17.4% 20.0(%
Weightec-average expected life (in yea 7.0C 6.9¢ 7.0C
Weighte(-average fair value of each option grar $ 3.17 $ 3.04 $ 4.1¢
The following summarizes stock option activity fbe year ended December 31, 2013:
Weighteo-
Weighteo- average
remaining Aggregate
average contractual
Number exercise term intrinsic
of shares price in years value
(dollars in thousands, except Weigt-average exercise pric
Outstanding, January 1, 20 2,003,88! $ 12.4¢
Issuec 790,59 16.6¢
Forfeited (15,000 16.4:
Outstanding, December 31, 2C 2,779,48 $ 13.6¢ 791 $ 18,35(
Exercisable at December 31, 2( 14,43¢ $ 20.0¢ 332 § 55

A summary of the status of the Bancorp’s non-vestgitbns at December 31, 2013 and changes duringahr ended December 31, 2013 is as
follows:

Weighted-

average
Options exercise prict
Non-vested at January 1, 20 1,999,45. $ 12.4¢
Grantec 790,59 16.6¢
Vested (10,000 14.9¢
Forfeited (15,000 16.4:
Nonr-vested at December 31, 2C 2,765,04 13.6¢

Restricted Stock Uni

The fair value of restricted stock units grantedeanthe 2004 Plan is determined based on the mparicet of the Bancorg’common stock on tl
date of grant. The fair value of restricted stonksigranted under the BRRP is measured as ofateeath which such portion of the bonus would
have been paid but for the deferral.

In February 2012, the Compensation Committee recemadied and the board of directors approved a resirgtock reward program that has
vesting requirements. The first requirement is thatrecipient remains an employee or directoruphoDecember 31, 2016. The second
requirement is that the Bancorp’s Voting Commorcktwill have traded at a price greater than $18&0share (adjusted for any stock splits or
stock dividends) for at least 5 consecutive tradiags during the five-year period ending Decemie2816. This second requirement was
satisfied during the fourth quarter of 2013.
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The table below presents the status of the restristiock units at December 31, 2013 and changasgdhe year ended December 31, 2013:

Weighted-

average grant-

Restricted
Stock Units date fair value
Outstanding and unvested at January 1, : 542,64 $ 12.7¢
Grantec 72,12¢ 14.9¢
Forfeited (1,310 12.8(
Outstanding and unvested at December 31, . 613,46 $ 13.0C

NOTE 15 — INCOME TAXES
The components of income tax expense were as fellow

For the Year Ended December 31

2013 2012 2011
(in thousands
Current $15,39: $16,00: $ 4,56:
Deferred 2,21( (3,73)) (2,726)
Total $17,60¢ $12,27: $ 1,83¢

Effective tax rates differ from the federal statytoate of 35%, which is applied to income befereome tax expense, due to the following:

For the Year Ended December 31,

2013 2012 2011
% of % of % of
pretax pretax pretax
Amount income Amount income Amount income
(dollars in thousands
Federal income tax at statutory r $17,60¢ 35.009 $12,63. 35.00% $2,05¢ 35.0%
State income ta 35& 0.7¢ 184 0.51 64 1.0¢
Tax-exempt interes (155) (0.3)) (85) (0.29 (149 (0.29
Interest disallowanc 7 0.01 4 0.01 3 0.0t
Bank-owned life insuranc (86¢) (.79 (466) (.29 (490 (8.3
Other 662 1.3¢ 4 0.01 21¢ 3.71
Effective income tax rat $17,60:- 35.0% $12,27: 34.0% $1,83¢ 31.21%

Deferred income taxes reflect temporary differeringbe recognition of revenue and expenses foraparting and financial statement purpo
principally because certain items, such as thevaltee for loan losses and loan fees are recogmizgifferent periods for financial reporting a
tax return purposes. A valuation allowance hadeen established for deferred tax assets. Realizafithe deferred tax assets is dependent on
generating sufficient taxable income. Although ielon is not assured, management believes ibierikely than not that all of the deferred
tax asset will be realized. Deferred tax assetsem@rded in other assets.

The Bancorp accounts for income taxes under thditiamethod of accounting for income taxes. Thedme tax accounting guidance results in
two components of income tax expense: current afefieed. Current income tax expense reflects taxbe paid or refunded for the current
period by applying the provisions of the enactedds to the taxable income or excess of deductim@s revenues. The Bancorp determines
deferred income taxes using the liability (or baksheet) method. Under this method, the net aéeféax asset or liability is based on the tax
effects of the differences between the book and#ses of assets and liabilities, and enacted elsdngdax rates and laws are recognized in the
period in which they occur.

A tax position is recognized if it is more likelyan not, based on the technical merits, that theaaition will be realized or sustained upon
examination. The term more likely than not mealikedihood of more than 50 percent; the terms exesdiand upon
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examination also include resolution of the relapgdeals or litigation process, if any. A tax pasitthat meets the more-likely-than-not
recognition threshold is initially and subsequemntigasured as the largest amount of tax benefihtmaa greater than 50 percent likelihood of
being realized upon settlement with a taxing authdnat has full knowledge of all relevant infortite. The determination of whether or not a
tax position has met the more-likely-than-not regtign threshold considers the facts, circumstanaed information available at the reporting
date and is subject to management’s judgment.

December 31
2013 2012
(in thousands

Deferred tax assets

Allowance for loan losse $ 8,39¢ $ 9,04:¢
Net unrealized losses on securil 4,371 0
OREO expense 40z 147
Non-accrual interes 1,23¢ 3,15
Net operating losse 2,00z 2,27¢
Deferred compensatic 4,25( 2,42:
Fair value adjustments on acquisitic 2,06: 2,11¢
Other 1,587 60€
Total deferred tax asse 24 31: 19,76«
Deferred tax liabilities:
Tax basis discount on acquisitic (7,99¢) (7,139
Net unrealized gains on securit (0) (579
Deferred loan cost (2,439 (1,509
Bank premises and equipme (1,182 (1,009
Other (819 (406
Total deferred tax liabilitie (12,43) (10,629
Net deferred tax ass $11,87¢ $ 9,141

The Bancorp had approximately $5.7 million of fedderet operating loss carryovers at December 313 2Bat expire in 2023 through 2031.

The Bancorp and its subsidiaries are subject to fed&ral income tax as well as income tax of uagistates primarily in the miétlantic region
of the U.S. Years that remain open for potentigiene by the Internal Revenue Service are 2010 tiincd2012 and the state taxing authorities are
2009 through 2012.

The Bancorp’s policy is to record interest and ftéesin other expense.

NOTE 16 — TRANSACTIONS WITH EXECUTIVE OFFICERS, DIR ECTORS, AND PRINCIPAL SHAREHOLDERS

The Bancorp has had, and may be expected to hadkie future, banking transactions in the ordinanyrse of business with its executive
officers, directors, principal shareholders, thi@imediate families and affiliated companies (commaeferred to as related parties), on the s
terms, including interest rates and collaterathase prevailing at the time for comparable tratisas with others. The activity relating to loans
to such persons was as follows:

For the Years Ended December 31

2013 2012 2011
(in thousands

Balance- January 1 $ 3,27: $ 3,651 $ 0

Additions 9,28( 14 3,66(

Repayment: (5,279 (399 3

Balance- December 31 $ 7,27 $ 3,272 $ 3,657

Some current directors, nominees for director attative officers of the Bancorp and entities @amizations in which they were executive
officers or the equivalent or owners of more th@polof the equity were customers of and had trafsectvith or involving the Bancorp in the
ordinary course of business during the fiscal yated December 31, 2013. None of these transactions
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involved amounts in excess of 5% of the Bancorpisg revenues during 2013 nor was the Bancorp tadeb any of the foregoing persons or
entities in an aggregate amount in excess of 5&eoBancorp’s total consolidated assets at DeceB8he2013. Additional transactions with
such persons and entities may be expected to take jm the ordinary course of business in theréutu

For the years ended December 31, 2013, 2012, dkidthe Bancorp has paid approximately $0.2 milli&h4 million, and $0.3 million,
respectively to Clipper Magazine and its divisiSpencer Advertising Marketing as well as Jaxxomtartions, Inc. A director of the Bancorp
was the Chief Executive Officer of Clipper Magazineto June 30, 2013, an affiliate of Gannett @w.,, and a 25% shareholder of Jaxxon
Promotions, Inc.

For the year ended December 31, 2013, 2012, antith@1Bancorp has paid approximately $3,800, $6,400 $11,000, respectively to Jastrem
Premium Landscapes. An immediate family membendEsecutive Vice President of the Bank is the potgorietor of Jastrem Premium
Landscapes.

NOTE 17 — FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SH EET RISK

The Bancorp is a party to financial instrumentswaitf-balance-sheet risk in the normal course diitess to meet the financing needs of its
customers. These financial instruments include citmemts to extend credit and letters of credit. §hmstruments involve, to varying degrees,
elements of credit risk in excess of the amourgaized in the consolidated balance sheets.

The Bancorp’s exposure to credit loss in the esénbnperformance by the other party to the finahicistrument for commitments to extend
credit is represented by the contractual amouttiaxfe instruments. The Bancorp uses the same paitiies in making commitments and
conditional obligations as it does for on-balankeed instruments.

The following financial instruments were outstamglimhose contract amounts represent credit risk:

December 31

2013 2012
(in thousands
Commitments to fund loar $202,80¢ $136,00°
Unfunded commitments to fund mortgage warehouses! 905,44 428,40(
Unfunded commitments under lines of cre 177,45 87,22(
Letters of credi 29,11¢ 3,06¢
Other unused commitmer 8,01( 0

Commitments to extend credit are agreements totleaccustomer as long as there is no violatioangfcondition established in the

contract. Since many of the commitments are exgeotexpire without being drawn upon, the total autment amounts do not necessarily
represent future cash requirements. Mortgage wagsshiman commitments are agreements to purchaggagerloans from mortgage bankers
that agree to purchase the loans back in a shoodpef time. These commitments generally fluctuatanthly as existing loans are repurchased
by the mortgage bankers and new loans are purclhgsie Bancorp.

Commitments generally have fixed expiration datestber termination clauses and may require paymkatfee. The Bancorp evaluates each
customer’s credit worthiness on a case-by-case.blise amount of collateral obtained, if deemedessgary by the Bancorp upon extension of
credit, is based on managemsnttedit evaluation. Collateral held varies but rimyude personal or commercial real estate, adsowceivable
inventory and equipment.

Outstanding letters of credit written are condiiboommitments issued by the Bancorp to guarahte@érformance of a customer to a third
party. The majority of these standby letters oflitrexpire within the next year. The credit riskafved in issuing letters of credit is essentially
the same as that involved in extending other l@anroitments. The Bancorp requires collateral supppthese letters of credit as deemed
necessary. Management believes that the proce¢ais@t through a liquidation of such collateral ¥ebloe sufficient to cover the maximum
potential amount of future payments required utidercorresponding guarantees. The current amouthediabilities as of December 31, 2013
and 2012 for guarantees under standby letterseditdssued is not material.

NOTE 18 — REGULATORY MATTERS

The Bank and the Bancorp are subject to variouslaégy capital requirements administered by tlefal banking agencies. Failure to meet
minimum capital requirements can result in certaandatory, and possibly additional discretionacfioas by regulators that, if undertaken,
could have a direct material effect on the Banfipiancial statements. Under capital adequacysljnies and the regulatory framework for
prompt corrective action, the Bank and Bancorp mestt specific capital guidelines that involve ditative measures of their assets, liabilities
and certain ofbalance sheet items, as calculated under the tegukccounting practices. The capital amountsdassification are also subje
to qualitative judgments by the regulators abomgonents, risk weightings and other factors. Prozoptective action provisions are not
applicable to bank holding companies.
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Quantitative measures established by regulati@msore capital adequacy require the Bank and Barioanaintain minimum amounts and
ratios (set forth in the following table) of totahd Tier 1 capital to risk-weighted assets andief T capital to average assets (as defined in the
regulations). At December 31, 2013 and 2012, thekEand Bancorp met all capital adequacy requirestenivhich they were subject.

The Bank experienced rapid loan growth during thal fdays of 2012. During the standard closing psscf the Bank’s December 2012
financial statements, management determined orada0, 2013 that the rapid loan growth resulted ireduction in the Bank’s capital ratios,
causing the Bank to become adequately capitaliged Becember 31, 2012. Management immediatelsteared sufficient capital from the
Bancorp to the Bank, which returned the Bank td-e@pitalized status. Sufficient cash is maintainethe Bancorp to ensure that the Bank
remains well capitalized, and management remainsrgtied to taking all steps necessary to ensutebtbta the Bancorp and the Bank remain
well capitalized going forward. Since the Bank weerefore adequately capitalized at December 3112 2@gulatory approval was required to
accept, renew or roll over any brokered depositeckve January 1, 2013, the interest rate paidiéposits by institutions that are less than well
capitalized was limited to 75 basis points aboertational rate for similar products unless thétinson can support to the FDIC that prevailing
rates in its market area exceed the national agefidys limitation on rates paid for deposits wamoved effective with the Bank’s compliance
with the well-capitalized thresholds, and the Banko longer subject to any limits on interest sgqtaid for deposits.

To be categorized as well capitalized, an institutnust maintain minimum total risk based, Tiersk based and Tier 1 leveraged ratios as set
forth in the following table:

To Be Well Capitalized

Under
For Capital Adequacy Prompt Corrective Action
Actual Purposes Provisions
(dollars in thousand: Amount Ratio Amount Ratio Amount Ratio
As of December 31, 201:
Total capital (to risk-weighted assets
Customers Bancorp, In $411,52° 1329 = $249,19¢ = 8.(% = N/A N/A
Customers Ban $435,43. 14.11% = $246,93t = 8% = $308,67( = 10.(%
Tier 1 capital (to risk-weighted assets
Customers Bancorp, In $387,52¢ 12446 > $12459 > 4.(% = N/A N/A
Customers Ban $411,43: 1339 > $12346¢( = 40% = $18520: = 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $387,52¢ 10.11% = $1533L > 4.(% = N/A N/A
Customers Ban $411,43: 10.81% = $152,19. = 4% = $190,23¢ = 5.C%
As of December 31, 201~
Total capital (to risk-weighted assets
Customers Bancorp, In $289,03! 11.26 > $20544. > 8.% = N/A N/A
Customers Ban $244,71( 95% = $20544. = 8.C% = $ 256,80. = 10.(%
Tier 1 capital (to risk-weighted assets
Customers Bancorp, In $262,71¢ 102% > $102,72. = 4.0% = N/A N/A
Customers Ban $218,39: 85(% = $102,72: = 4C% = $ 154,08 = 6.C%
Tier 1 capital (to average assets
Customers Bancorp, In $262,71¢  9.3(% = $112,93¢ = 4.0% = N/A N/A
Customers Ban $218,39: 7.7 = $112,89. = 40% = $ 141,11 = 5.0%

NOTE 19 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to réardalue adjustments to certain assets and wadie the fair value of its financial
instruments. FASB ASC 825;inancial Instrumentsrequires disclosure of the estimated fair valuamentity’s assets and liabilities conside
to be financial instruments. For the Bancorp, asrfost financial institutions, the majority of @ssets and liabilities are considered to be
financial instruments. However, many of these umsgents lack an available trading market as chaiiaeteby a willing buyer and willing seller
engaging in an exchange transaction. For fair vdiseosure purposes, the Bancorp utilized cefeimvalue measurement criteria under the
FASB ASC 820Fair Value Measurements and Disclosures explained below.
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The following methods and assumptions were usedtimate the fair values of the Bancorp’s finanitiatruments at December 31, 2013 and
2012:

Cash and cash equivalents:

The carrying amounts reported in the balance sbheetsh and short-term instruments approximatsefassets’ fair values. These assets are
included as Level 1 fair values, based upon thestevel of input that is significant to the faalue measurements.

Investment securities:

The fair value of investment securities availaloledale and held to maturity are determined byiolitg quoted market prices on nationally
recognized and foreign securities exchanges (LEyehatrix pricing (Level 2), which is a mathematitechnique used widely in the industry to
value debt securities without relying exclusivetygquoted market prices for the specific securltigisrather by relying on the securities’
relationship to other benchmark quoted pricesxteraally developed models that use unobservabplgtsndue to limited or no market activity
the instrument (Level 3). These assets are incladdcevel 1, 2, or 3 fair values, based upon the# level of input that is significant to the fair
value measurements.

The carrying amount of FHLB and Federal Reserveksapproximates fair value, and considers the éichinarketability of such securities.
These assets are included as Level 2 fair vala@esgdoupon the lowest level of input that is sigaifit to the fair value measurements.

Loans held for sale - Residential mortgage loans:

The Bancorp generally estimates the fair valudeanis held for sale based on commitments on hama iinvestors within the secondary market
for loans with similar characteristics. These asae¢ included as Level 2 fair values, based ulperotvest level of input that is significant to
fair value measurements.

Loans held for sale - Mortgage warehouse loans:

The fair value of mortgage warehouse loans is theuet of cash initially advanced to fund the maogegegplus accrued interest and fees, as
specified in the respective agreements. The loaséd by mortgage companies as short-term bridgeding between the funding of mortgage
loans and the finalization of the sale of the lomnan investor. Changes in fair value are not etqueto be recognized since at inception of the
transaction the underlying loans have already lse&hto an approved investor or they have beendtety the mortgage company.

Additionally, the interest rate is variable, and thansaction is short-term, with an average liftdays from purchase to sale. These assets are
included as Level 2 fair values, based upon thestevel of input that is significant to the faalue measurements.

Loans receivable, net:

The fair values of loans are estimated using distslicash flow analyses, using market rates didtence sheet date that reflect the credit and
interest rate-risk inherent in the loans. Projedtgdre cash flows are calculated based upon cciiimaturity or call dates, projected
repayments and prepayments of principal. Geneffalyariable rate loans that reprice frequentlg arth no significant change in credit risk,
fair values are based on carrying values. Thesgsaaee included as Level 3 fair values, based tipptowest level of input that is significant to
the fair value measurements.

Impaired loans:

Impaired loans are those that are accounted faernu8C 450Contingencies in which the Bancorp has measured impairmentrgéipdased
on the fair value of the loan’s collateral. Failuais generally determined based upon indepent&dtparty appraisals of the properties that
collateralize the loans, or discounted cash flomsell upon the expected proceeds. These assatsladed as Level 3 fair values, based upon
the lowest level of input that is significant teetfair value measurements.

FDIC loss sharing receivable:

The FDIC loss sharing receivable is measured stghafeom the related covered assets, as it icaotractually embedded in the assets and is
not transferable with the assets should the absedsld. Fair value is estimated using projecteth ¢@ws related to the loss sharing agreements
based on the estimated losses to be incurred dondahe and the expected reimbursements for lossieg the applicable loss share percentages.
These cash flows are discounted to reflect thenes#id timing of the receipt of the loss share reirsément from the FDIC. This asset is
included as Level 3 fair value, based upon the stvevel of input that is significant to the faslue measurements.
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Other real estate owned:

The fair value of OREO is determined using apptsjsghich may be discounted based on managemewiaw and changes in market
conditions (Level 3 Inputs). All appraisals mustdeformed in accordance with the Uniform Standafdrofessional Appraisal Practice
("USPAP"). Appraisals are certified to the Bancam performed by appraisers on the Bancorp’s aprtist of appraisers. Evaluations are
completed by a person independent of managemeatcdittent of the appraisal depends on the complekihe property. Appraisals are
completed on a “retail value” and an “as is valuliese assets are included as Level 3 fair vahasgd upon the lowest level of input that is
significant to the fair value measurements.

Accrued interest receivable and payable:

The carrying amount of accrued interest receivabhtbaccrued interest payable approximates itw#ire. These assets are included as Level 2
fair values, based upon the lowest level of inpat ts significant to the fair value measurements.

Deposit liabilities:

The fair values disclosed for deposits (e.g., geand noninterest checking, passbook savingmangy market deposit accounts) are, by
definition, equal to the amount payable on demanideareporting date (i.e., their carrying amourfg)ir values for fixed-rate certificates of
deposit are estimated using a discounted cashdébeulation that applies interest rates currengiyng offered in the market on certificates to a
schedule of aggregated expected monthly matudtieime deposits. These assets are included a$ 2 éze values, based upon the lowest I¢
of input that is significant to the fair value messments.

Federal funds purchased:

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

Borrowings:

Borrowings consist of long-term and short-term FHhd/ances, five-year senior unsecured notes, dratdinated debt. For the short-term
borrowings, the carrying amount is considered aoeable estimate of fair value. Fair values of {emgn FHLB advances are estimated using
discounted cash flow analysis, based on quoteépfar new FHLB advances with similar credit ristaacteristics, terms and remaining
maturity. These prices obtained from this activeketrepresent a market value that is deemed tesept the transfer price if the liability were
assumed by a third party. The five-year senior cungel notes are traded on recognized exchangesheaingrice can be obtained daily. Fair
values of subordinated debt are estimated usirggudiged cash flow analysis, based on market ratesntly offered on such debt with similar
credit risk characteristics, terms and remainingumiig. These liabilities are included as Levek# fvalues, based upon the lowest level of input
that is significant to the fair value measurements.

Derivatives (Assets and Liabilities):

The fair values of interest rate swaps are detexthirsing models that incorporate readily observataleket data into a market standard
methodology. This methodology nets the discountitaré fixed cash receipts and the discounted eggagriable cash payments. The
discounted variable cash payments are based octakipes of future interest rates derived from obslele market interest rate curves. In
addition, fair value is adjusted for the effechohperformance risk by incorporating credit valoatadjustments for the Bancorp and its
counterparties. These assets and liabilities @teded as Level 2 fair values, based upon the Iblggsl| of input that is significant to the fair
value measurements.

The fair values of the residential mortgage loamicitments are derived from the estimated fair valirat can be generated when the under
mortgage loan is sold in the secondary market.Bdrecorp uses commitments on hand from third pastgstors to estimate an exit price, and
adjusts for the probability of the commitment beigrcised based on the Bancorp’s internal expegiefhese assets and liabilities are included
as Level 3 fair values, based upon the lowest lef/glput that is significant to the fair value rsegements.

Off-balance-sheet financial instruments:

Fair values for the Bancorp’s off-balance-sheariitial instruments (lending commitments and lettérsredit) are based on fees currently
charged in the market to enter into similar agregseaking into account the remaining terms ofadgeeements and the counterparties’ credit
standing. These financial instruments are incluaketlevel 2 fair values, based upon the lowest lef/glput that is significant to the fair value
measurements. At December 31, 2013 and 2012, wexeeno off-balance-sheet financial instrumentsxcess of their contract value.
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The following information should not be interpretesian estimate of the fair value of the entireddgm since a fair value calculation is only
provided for a limited portion of the Bancorp’s etssand liabilities. Due to a wide range of valoatiechniques and the degree of subjectivity
used in making these estimates, comparisons bettheddancorp’s disclosures and those of other corepanay not be meaningful.

The estimated fair values of the Bancorp’s finanaistruments were as follows at December 31, 20482012.

Fair Value Measurements at December 31, 2013

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(in thousand:
Assets:
Cash and cash equivalel $ 233,06! $ 233,06! $ 233,06t $ 0 $ 0
Investment securities, available for s 497,57 497 ,57: 20,71¢ 476,85¢ 0
Loans held for sal 747,59: 747,59: 0 747,59: 0
Loans receivable, ni 2,441,08! 2,444,901 0 0 2,444,901
FHLB and Federal Reserve Bank st 42,42« 42,42« 0 42,42« 0
Accrued interest receivab 8,36: 8,36: 0 8,36: 0
FDIC loss sharing receivah 10,04¢ 10,04¢ 0 0 10,04¢
Derivatives not designated as hedging instrum 3,76: 3,76: 0 3,52 24C
Liabilities:
Deposits $2,959,92; $2,919,93! $ 478,10: $ 2,441,83; $ 0
Federal funds purchas 13,00( 13,00( 13,00( 0 0
Borrowings 771,75( 774,79: 0 774,79: 0
Derivatives not designated as hedging instrum 3,531 3,53 0 3,531 0
Accrued interest payab 1,67¢ 1,67¢ 0 1,67¢ 0
Fair Value Measurements at December 31, 2012
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Carrying Estimated Assets Inputs Inputs
Amount Fair Value (Level 1) (Level 2) (Level 3)
(in thousand:
Assets:
Cash and cash equivalel $ 186,01t $ 186,01t $ 186,01t $ 0 $ 0
Investment securities, available for s 129,09: 129,09: 6 129,08 0
Loans held for sal 1,439,88! 1,439,88! 0 1,439,88! 0
Loans receivable, n 1,298,63! 1,307,04 0 0 1,307,04
FHLB and Federal Reserve stc 30,16: 30,16: 0 30,16: 0
Accrued interest receivab 5,79( 5,79( 0 5,79( 0
FDIC loss sharing receivak 12,34 12,34 0 0 12,34
Liabilities:
Deposits $2,440,81. $2,674,76! $ 219,68 $ 2,455,07 $ 0
Federal funds purchas 5,00( 5,00( 5,00( 0 0
Borrowings 473,00( 473,43. 0 473,43. 0
Accrued interest payab 1,53( 1,53( 0 1,53( 0

In accordance with FASB ASC 82Bair Value Measurements and Disclosurdise fair value of a financial instrument is thiee that would be
received to sell an asset or paid to transferdiliain an orderly transaction between marketiggrants at the measurement date. Fair value is
best determined based upon quoted market pricagets, in many instances, there are no quoted
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market prices for the Bancorp’s various finanaitiuments. In cases where quoted market pricasocar@vailable, fair values are based on
estimates using present value or other valuatidmigues. Those techniques are significantly agfétly the assumptions used, including the
discount rate and estimates of future cash flovesofdingly, the fair value estimates may not bdized in an immediate settlement of the
instrument.

The fair value guidance provides a consistent definof fair value, focusing on an exit price in arderly transaction (that is, not a forced
liguidation or distressed sale) between markeigpaints at the measurement date under currentaheokditions. If there has been a signific
decrease in the volume and level of activity fa #isset or liability, a change in valuation techrigr the use of multiple valuation techniques
may be appropriate. In such instances, determthiagrice at which willing market participants woafansact at the measurement date under
current market conditions depends on the factscandmstances and requires the use of signifiaadgrpent. The fair value is a reasonable
within the range that is most representative of\falue under current market conditions.

Level 1:  Unadjusted quoted prices in active markets thahecessible at the measurement date for identioegstricted assets
liabilities.
Level 2:  Quoted prices in markets that are not active, putsithat are observable either directly or indiyeéor substantially the ful
term of the asset or liabilit
Level 3:  Prices or valuation techniques that require infhas are both significant to the fair value measweet and unobservable (i.
supported with little or no market activity
A financial instrument’s level within the fair vathierarchy is based on the lowest level of inpat ts significant to the fair value measurement.

For financial assets and liabilities measured iatvfue on a recurring and non-recurring basis,fdir value measurements by level within the
fair value hierarchy used at December 31, 2013281@ were as follows:

December 31, 201
Fair Value Measurements at the End of the Reportingeriod Using

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

(in thousands
Measured at Fair Value on a Recurring

Basis:
Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 $ 451,53¢ $ 0 $ 451,53
Corporate note 0 25,32 0 25,32:
Equity securitie: 20,71« 0 0 20,71«
Derivatives not designated
hedging instruments (: 0 3,52 24C 3,76:
Loans held for sal- fair value
option 0 747,59: 0 747,59.
Total asset- recurring fair value
measurement $ 20,71« $ 1,227,97! $ 24C $1,248,92!
Liabilities
Derivatives not designated
hedging instruments (. $ 0 $ 3,531 $ 0 $ 3,53i
Measured at Fair Value on a Nonrecurring
Basis:
Assets
Impaired loans, net of specit
reserves of $2,34 $ 0 $ 0 $  3,83¢ $ 3,83¢
Other real estate ownt 0 0 33E 33E
Total asset- nonrecurring fair valu
measurement $ 0 $ 0 $ 4,177 $ 4,171

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

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

(in thousands
Measured at Fair Value on a Recurring Basis

Assets
Available-for-sale securities
Mortgage-backed securitie $ 0 $ 104,13 $ 0 $ 104,13
Corporate note 0 24,95; 0 24,95;
Equity securitiet 6 0 0 6
Mortgage warehouse loans held for ¢ 0 1,248,93! 0 1,248,93'
Total asset- recurring fair value measureme $ 6 $ 1,378,022 $ 0 $1,378,02
Measured at Fair Value on a Nonrecurring Basis
Assets
Impaired loans, net of specific reserve:!
$4,625 $ 0 $ 0 $ 11,00¢ $ 11,00¢
Other real estate own 0 0 5,73 5,73
Total asset- nonrecurring fair valu
measurement $ 0 $ 0 $ 16,74 $ 16,74:
The changes in Level 3 assets and liabilities nredsat fair value on a recurring basis are sumradras follows:
Residential
Loans Mortgage Loan
Held for
Sale (1) Commitments Total
(in thousands
Balance at January 1, 20 $ 0 $ 0 $ 0
Transfer from Level 2 to Level 3( 3,17: 0 3,17:
Recoveries (1,469 0 (1,469
Sales (1,019 0 (1,019
Transfer from loans held for sale to other assiet (697) 0 (697)
Issuance 0 24C 24C
Balance at December 31, 2C $ 0 $ 24C $ 24C
(1) For additional information, refer “NOTE 21-LOSS CONTINGENCY"
December 31, 2012
Mortgage-
backed Corporate
securities notes Total
(in thousand:
Balance at January 1, 20 $ 2,89/ $ 19,21° $22,11:
Total gains included in other comprehensive inc@bedore taxes 0 73t 73t
Amortization included in interest incon (297 0 (297
Settlement: (2,609 0 (2,609
Purchase 0 5,00( 5,00(
Transfers out of Level 0 (24,959 (24,959
Balance at December 31, 2C $ 0 $ 0 $ 0

The Bancory's policy is to recognize transfers between levdismevents or circumstances warrant trans
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The following table summarizes financial assets famahcial liabilities measured at fair value addafcember 31, 2013 and 2012 for which the
Bancorp utilized Level 3 inputs to measure faiueal

Quantitative Information about Level 3 Fair Value Measurements

Fair Value
Range (Weighted
December 31, 201 Estimate Valuation Technique Unobservable Input Average) (3)
(dollars in thousand:

Impaired loan: $ 3,83t Collateral appraisal (. Liquidation expenses ( -3% t0-8% (-5.5%)
Other real estate ownt 33t Collateral appraisal ( Liquidation expenses ( -3% t0-8% (-5.5%)

Quantitative Information about Level 3 Fair Value Measurements

Fair Value
Range (Weighted
December 31, 201: Estimate Valuation Technique Unobservable Input Average) (3)
(dollars in thousand:

Impaired loan: $ 11,00« Collateral appraisal (. Liquidation expenses ( -3% t0-8% (-5.5%)
Other real estate ownt 5,737 Collateral appraisal (| Liquidation expenses ( -3% t0-8% (-5.5%)

(1) Ohbtained from approved independent appraisers.aggds are current and in compliance with credicgoThe Bancorp does n
discount appraisal

(2) Fair value is adjusted for costs to s

(3) Presented as a percentage of the value determynaidbaisal

NOTE 20 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVI TIES
Accounting Policy for Derivative Instruments and Halging Activities

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

In accordance with U.S. GAAP, the Bancorp madecaounting policy election to measure credit riskt®derivative financial instruments that
are subject to master netting agreements on a hass.

Risk Management Objectives of Using Derivatives

The Bancorp is exposed to certain risks arisingfbmth its business operations and economic conditiThe Bancorp manages economic risks,
including interest rate, liquidity, and credit rigkimarily by managing the amount, sources, andtthns of its assets and liabilities. The Bank
also enters into interest rate derivatives withiaergualifying customers to facilitate their rislanagement activities.

Derivatives Not Designated as Hedging Instruments

None of the Banco’s derivatives are designated in qualifying hedgielgtionships under U.S. GAAP. The Bank’s deriwediare not
speculative and result from a service implementetie first quarter of 2013 that the Bank provittesertain customers and other banking
activities with mortgage companies.

The Bank executes interest rate swaps with comaldyanking customers to facilitate their respectisk management strategies (typically the
loan customers will swap a floating rate loan k@i rate loan). The customer interest rate swapsiarultaneously offset by interest rate swaps
that the Bank executes with a third party in otdeminimize risk exposure resulting from such temi®ns. Since the interest rate swaps
associated with this program do not meet the hadgeunting requirements, changes in the fair vafumth the customer swaps and the
offsetting third-party market swaps are recognidieectly in earnings. At December 31, 2013, thedap had 28 interest rate swaps with an
aggregate notional amount of $150.3 million relatethis program.

The Bank enters into residential mortgage loan citmemts in connection with its mortgage bankingwtis to fund mortgage loans at
specified rates and times in the future. These cibmemts are short-term in nature and generallyrexpi 30 to 60 days. The residential
mortgage loan commitments that relate to the caitipm of mortgage loans that will be held for sale considered derivative instruments under
applicable accounting guidance and are reportéaratalue, with changes in fair value recordeckdily to earnings. At December 31, 2013, the
Bank had an outstanding notional balance of retimlenortgage loan commitments of $7.1 million.
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Fair Value of Derivative Instruments on the BalanceSheet
The following table presents the fair value of Baecorp’s derivative financial instruments as vealithe classification on the balance sheet.
December 31, 201

Derivative Assets Derivative Liabilities
Balance Shee

Balance Shee
Location Fair Value Location Fair Value
(in thousands

Derivatives not designated as hedging instrumi

Interest rate swag Other asse $ 3,52¢ Other liabilities $ 3,53i
Residential mortgage loan commitme Other asse 24C Other liabilities 0
Total $ 3,768 $ 3,53i

Effect of Derivative Instruments on Comprehensiverhcome
The following table presents the effect of the Bapts derivative financial instruments on compretiea income for the year ended
December 31, 2013.

Year Ended December 31, 201
Amount of income (loss

Income Statement Locatior recognized in earnings
(in thousands

Derivatives not designated as hedc

instruments
Interest rate swag Other norinterest incom $ (14)
Residential mortgage loan commitme Mortgage banking incon 24C
Total $ 22€

Credit-risk-related Contingent Features

By entering into derivative contracts, the Bankxposed to credit risk. The credit risk associateld derivatives executed with Bank customers
is the same as that involved in extending theedl&ians and is subject to the same standard gmdites. To mitigate the credit-risk exposure
to major derivative dealer counterparties, the Bgmonly enters into agreements with those thahtaai credit ratings of high quality.

Agreements with major derivative dealer counteipartontain provisions whereby default on any efBlancorp’s indebtedness would be
considered a default on its derivative obligatiorise Bancorp also has entered into agreementsdhétin provisions under which the
counterparty could require the Bancorp to setfi@liligations if the Bancorp fails to maintainstatus as a well/adequately-capitalized
institution. As of December 31, 2013, the termimatvalue of derivatives in a net liability positiGwhich includes accrued interest but excludes
any adjustment for nonperformance-risk) relatethése agreements was $3.0 million. In addition Becorp has minimum collateral posting
thresholds with certain of these counterpartied,arDecember 31, 2013 had posted $3.8 milliorashas collateral. The Bancorp records
posted cash as a reduction in the outstanding teleincash and cash equivalents and an incredlse lralance of other assets.
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Disclosures about Offsetting Assets and Liabilities

The following tables present derivative instrumehtgt are subject to enforceable master nettirgngements. The Bancorp’s interest rate swaps
with institutional counterparties are subject tosteanetting arrangements and are included inathie below. Interest rate swaps with
commercial banking customers and residential mgedean commitments are not subject to mastemgestirangements and are excluded from
the table below. The Bancorp has not made a pel&gstion to offset its derivative positions.

Offsetting of Financial Assets and Derivative Asss!
For the Year Ended December 31, 2013

Gross amounts not offset ir
the consolidated balance sheet

Net
amounts of
Gross assets
amounts presented
offset in the in the
consolidatec  consolidatec Cash
collateral
Gross amount of balance balance Financial
recognized assets sheet sheet instruments  received  Net amount
(in thousands
Description
Interest rate swap derivatives with institutio
counterpartie: $ 39: $ 0 $ 39: $ 39z % C $ 0
Offsetting of Financial Liabilities and Derivative Liabilities
For the Year Ended December 31, 2013
Gross amounts not offset ir
the consolidated balance sheet
Net
amounts of
Gross liabilities
amounts presented
offset in the in the
consolidatec  consolidatec Cash
collateral
Gross amount of balance balance Financial
recognized liabilities sheet sheet instruments pledged  Net amouni
(in thousands)
Description
Interest rate swap derivatives with institutio
counterpartie: $ 3,191 $ 0 $ 3191 % 39z $2,79¢ $ 0

NOTE 21 — LOSS CONTINGENCY

During the first quarter of 2013, a suspected fraad discovered in the Bank’s loans held-for-salfplio. Total loans involved in this fraud
initially appeared to be $5.2 million, and managetielieved the range of possible loss to have beameen $1.5 million and $3.2 million.
Accordingly, management provided a loss contingexfc2.0 million at March 31, 2013. During the sedauarter of 2013, the Bank
determined that an aggregate of $1.0 million ofltfas were not involved in the fraud, and thesadovere subsequently sold. In addition, the
Bank recovered $1.5 million in cash from the altgerpetrator. Since it was resolved that the lsenwnger met the definition of “a loan,” and
since the Bank is pursuing restitution throughitivelved parties, the Bank determined this to lbecgivable. As a result, the remaining
aggregate of $2.7 million of loans and the rel&2d million reserve were transferred to other @sse

NOTE 22 — CONDENSED FINANCIAL STATEMENTS OF PARENT COMPANY

On September 17, 2011, Customers Bank and Custd@aarorp, Inc. completed a Plan of Merger and r@aimstion pursuant to which all of
the issued and outstanding common stock of the Baskexchanged on a one-for-three basis for sladi@smmon stock and non-voting
common stock of the Bancorp. Following is the corsdel balance sheet of Customers Bancorp, Inc.@eadmber 31, 2013 and 2012 and the
income statement and statement of cash flows fdr efthe three years ending December 31, 2012 a6d 2011



Balance Sheets

Assets
Cash in subsidiary bar
Investment securities available for sale, at falue

Investments in and receivables due from subsidi

Other asset
Total assets

Liabilities and Shareholders’ equity
Other liabilities

Total liabilities
Shareholder equity

Total Liabilities and Shareholders’ Equity
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2013 2012
(in thousands

$ 13,25« $ 44,67¢
5 6
432,06: 225,15l
5,044 12
$450,36°  $269,84°
63,74« 37z
63,74 37z
386,62. 269,47
$450,36° $269,84
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Income Statements

Operating income

Other

Total operating incom
Operating expens

Interest

Other

Total operating expens
Loss before taxes and undistributed income of slidrses
Income tax benef
Loss before undistributed income of subsidia
Equity in undistributed income of subsidiar
Net income
Dividends on preferred stou
Net income available to common shareholdel

Statements of Cash Flows

Cash Flows from Operating Activities:
Net income

Adjustments to reconcile net income to net cashl useperating activities

Equity in undistributed earnings of subsidial
Increase in other ass¢
(Decrease) increase in other liabilit
Net Cash Used in Operating Activities
Cash Flows from Investing Activities:
Purchases of investment securities available fer

Payments for investments in and advances to salisis

Net Cash Used in Investing Activities
Cash Flows from Financing Activities:
Proceeds from issuance of common si
Proceeds from issuance of l-term debr
Repayment of TARI
Payment of preferred dividen
Exercise and redemption of warra
Purchase of treasury sto
Net Cash Provided by Financing Activities
Net (Decrease) Increase in Cash and Cash Equivalel
Cash and Cash Equivalent- Beginning
Cash and Cash Equivalent— Ending
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Year Ended December 31

2013 2012 2011
(in thousands
$ 75¢ $ 0 $ 0
75€ 0 0
1,92 0 0
3,39¢ 2,70¢ 0
5,31¢ 2,70¢ 0
(4,560 (2,709 0
1,59¢ 94¢ 0
(2,969 (1,760 0
35,65¢ 25,57¢ 4,03¢
32,69¢ 23,81¢ 4,03¢
0 0 44
$32,69¢ $23,81¢ $3,99(
Year Ended December 31
2013 2012 2011
(in thousands

$ 32,69 $ 23,81¢ $ 4,03«
(35,65¢) (25,57¢) (4,039
(1,465 (12) 0
(281) 372 0
(4,710 (1,400 0

0 (6) 0
(177,06%) (53,50() (4,420
(177,069 (53,506 (4,420)
97,507 94,58¢ 13,00(
60,33¢ 0 0
0 0 (3,037)
0 0 (44)

264 0 0
(7,754 0 (500)
150,35: 94,58¢ 9,41¢
(31,425 39,68( 4,99¢
44,67¢ 4,99¢ 0
$ 13,25¢ $44,67¢ $ 4,99¢
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NOTE 23 — SELECTED QUARTERLY FINANCIAL DATA (UNAUDI TED)

2013
Quarter Ended December 3: September 3I June 30 March 31
(in thousands, except per share d

Interest incom $ 34,497 $ 33,55: $31,54¢  $27,92(
Interest expens 6,80: 6,54 5,557 5,39t
Net interest incom 27,69 27,00« 25,99 22,52¢
Provision for loan losse (512 75C 4,62( 1,10C
Non-interest incom 7,91°¢ 4,85k 8,17¢ 6,11F
Nor-interest expense 22,30: 18,34, 16,89t 16,48(
Income before income tax 13,82( 12,76: 12,65 11,06(
Provision for income taxe 4,81( 4,49¢ 4,42¢ 3,871
Net income available to common shareholc $ 9,01( $ 8,26¢ $ 8,22¢ $ 7,18¢
Earnings per common sha

Basic $ 0.37 $ 0.3¢ $ 03¢ $ 0.3¢€

Diluted 0.3¢ 0.3¢ 0.3€ 0.3¢

2012
Quarter Ended December 3: September 3! June 30 March 31
(in thousands, except per share d

Interest incom: $ 27,24¢ $ 27,96: $19,70C $18,63¢
Interest expens 5,58( 5,407 5,54¢ 5,22¢
Net interest incom 21,66¢ 22 ,55¢ 14,15: 13,41(
Provision for loan losse 1,617 10,11¢ 2,73¢ 1,80(
Non-interest incom 4,482 9,77¢ 13,23¢ 3,73¢
Nor-interest expense 13,44 12,00° 14,57« 10,627
Income before income tax 11,087 10,21( 10,07¢ 4,71F
Provision for income taxe 3,521 3,57¢ 3,57¢ 1,60:
Net income available to common shareholc $ 7,56¢ $ 6,63¢ $ 650 $ 3,117
Earnings per common sha

Basic $ 0.41 $ 0.5¢ $ 057 $ 0.27

Diluted 0.4C 0.51 0.5¢€ 0.27
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENT S AND REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING

Management of Customers Bancorp, Inc. (the “CustsmBancorp”) is responsible for the integrity arjeativity of all information
presented in this report. The consolidated findrat@ements were prepared in conformity with UshiBtates generally accepted accounting
principles. Management believes that the consaitiéihancial statements of Customers Bancorp,fhidy reflect the form and substance of
transactions and that the financial statementlyfeépresent Customers Bancorp’s financial positiod results of operations. Management has
included in Customers Bancorp’s financial statemamounts that are based on estimates and judgmieicts it believes are reasonable under
the circumstances.

The independent registered public accounting fiflBRO USA, LLP audits Customers Bancorp’s consdkddinancial statements in
accordance with the standards of the Public Compaapunting Oversight Board (United States).

The Board of Directors of Customers Bancorp haduit Committee composed of three independent Dorec The Committee meets
periodically with financial management, the intérmaditors and the independent registered pubtiowating firm to review accounting, internal
control, auditing, corporate governance and firgneporting matters. The Audit Committee is regilole for the engagement of the
independent auditors. The independent auditorsrdachal auditors have access to the Audit Committe

Management of Customers Bancorp, Inc. is respan$iblestablishing and maintaining adequate intexoiatrol over financial reporting,
as such term is defined in Exchange Act Rule 13§-13nder the supervision and with the participatof management, including the Chief
Executive Officer and Chief Financial Officer, wenducted an evaluation of the effectiveness ofiternal control over financial reporting
based on the framework internal Control — Integrated Framework (199%sued by the Committee of Sponsoring Organizatifrise
Treadway Commission. Based on our evaluation utideframework ifnternal Control — Integrated Frameworknanagement concluded that
our internal control over financial reporting wdfeetive as of December 31, 2013. The effectiveréssur internal control over financial
reporting as of December 31, 2013 has been auoit&DO USA, LLP, an independent registered pubticoainting firm, as stated in their
report which is included herein.
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Item 9. Changes in and Disagreements with Accountants on Agunting and Financial Disclosure

None.

Item 9A.  Controls and Procedures

Evaluation of Disclosure Controls and ProceduiWe have established disclosure controls and proesda ensure that material information
relating to us, including our consolidated subsidi is made known to the officers who certify §oancial reports and to other members of
senior management and the Board of Directors.

We carried out an evaluation, under the supervigimhwith the participation of our management,udaig our Chief Executive Officer and

Chief Financial Officer, of the design and opergtiffectiveness of our disclosure controls and gdaces, as defined in Exchange Act Rule 13a-
15. Based upon that evaluation, our Chief Execuliffecer and Chief Financial Officer concluded thag of December 31, 2013, our disclosure
controls and procedures are effective.

Management’'s Responsibility for Financial Stateraemd Report on Internal Control over Financial&#pg are included in Part Il, Item 8,
“Financial Statements and Supplementary Data,”aaadncorporated by reference herein.

Our independent registered public accounting fBRO USA, LLP, also attested to, and reported oa gffiectiveness of internal control over
financial reporting as of December 31, 2013. BDQAUS_P’s attestation report is incorporated hetgjrreference.

Changes in Internal Control over Financial Repogin

As of the date of this Report, there have beenhamges in the Bancorp’s internal control over ftiahreporting that have materially affected or
are reasonably likely to materially affect the Bamis internal control over financial reporting.

Iltem 9B.  Other Information

None
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PART IlI

Item 10. Directors, Executive Officers and CorpoeaGovernance

The information required by this Item will be indled in the Proxy Statement for the 2014 annualingeét the sections titled “Our Board of
Directors and Management,” and “Board Governaraed’is incorporated herein by reference.

Item 11. Executive Compensatic

The information required by this Item will be indeed in the Proxy Statement for the 2014 annual ingeet the sections titled “Director
Compensation,” “Executive Officer Compensation,tidBoard Governance,” and is incorporated hereimdfgrence.

Item 12. Security Ownership of Certain BeneficiaM®ers and Management and Related Shareholder Mat

The information required by this Item will be indled in the Proxy Statement for the 2014 annualingeét the sections titled “Security
Ownership of Certain Beneficial Owners and Manageirend “Equity Compensation Plan Informaticarid is incorporated herein by referel

Item 13. Certain Relationships and Related Trandags, and Director Independenc

The information required by this Item will be indeed in the Proxy Statement for the 2014 annual ingg@t the sections titled “Certain
Relationships and Related Transactions” and “B&@udernance” and is incorporated herein by reference

Item 14. Principal Accountant Fees and Servic

The information required by this Item will be indled in the Proxy Statement for the 2014 annual ingeét the section titled “Proposal 2 —
Ratification of Appointment of Independent RegistePublic Accounting Firm,” and is incorporateddierby reference.
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Item 15.

Exhibit
No.

11

2.4

2.€

(@)

(b)

(©

PART IV

Exhibits and Financial Statement Schedule
1. Financial Statemen
Consolidated financial statements are included uhdm 8 of Part Il of this Form 10-K.
2. Financial Statements Schedt

Financial statements schedules are omitted bethesequired information is either not applicalolet required or is shown in the
respective financial statements or in the notesethe

Exhibits

Descriptior

Underwriting Agreement, dated as of July 24, 2@#8and among Customers Bancorp, Inc., Customerk Biath Janne
Montgomery Scott LLC, as representative of the mwdeers named therein, incorporated by referendexhibit 1.1 to the
Customers Bancorg-K filed with the SEC on July 26, 20:

Underwriting Agreement, dated as of May 15, 203Babhd among Customers Bancorp, Inc., Customers BadEBR Capite
Markets & Co., as representative of the undervwgitermed therein, incorporated by reference to Hxhib to the Customers
Bancorp K filed with the SEC on May 16, 20:

Plan of Merger and Reorganization, dated Septetihe2011, incorporated by reference to Exhibittd.the Customers Banco
Form ¢-K filed with the SEC on September 22, 2(

Agreement and Plan of Merger, dated as of Augus2@3B0, by and among Customers Bank, CustomersdBanaic., Berkshirt
Bank and Berkshire Bancorp, Inc., incorporatedddgnence to Exhibit 2.2 to the Customers BancommFs-1/A filed with the SEC
on January 13, 201

Purchase and Assumption Agreement, dated as oBJ2§10, by and among Customers Bank, the FDIReggiver of USA Bank
and the FDIC acting in its corporate capacity, ipooated by reference to Exhibit 2.3 to the CustenBancorp Form S-1/A filed
with the SEC on January 13, 2C

Purchase and Assumption Agreement, dated as ofi@bpt 17, 2010, by and among Customers Bank, th€ BB Receiver of ISI
Bank, and the FDIC acting in its corporate capadityorporated by reference to Exhibit 2.4 to thes@mers Bancorp Form S-1/A
filed with the SEC on January 13, 2C

Amendment to Agreement and Plan of Merger, dateaf Agril 27, 2011, by and among Berkshire Bancamng,, Berkshire Bank
Customers Bancorp, Inc., and Customers Bank, icated by reference to Exhibit 2.5 to the CustorBenscorp Form S-1/A filed
with the SEC on June 13, 20

Amendment to Agreement and Plan of Merger, dateaf &eptember 16, 2011, by and among Berkshire @aninc., Berkshir
Bank, Customers Bancorp, Inc., and Customers Bao&rporated by reference to Exhibit 2.2 to thetGuers Bancorp Form 8-K
filed with the SEC on September 22, 2(
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Exhibit
No.

2.7

2.8

2.9

2.10

2.11

2.12

2.13

2.14

3.1

3.2

3.3

4.1

Descriptior

Stock Purchase Agreement, dated as of June 20, B Hhd among Customers Bancorp, Inc., Acacialoiégrance Company, al
Ameritas Life Insurance Corp., incorporated by refiee to Exhibit 2.1 to the Customers Bancorp Faiifiled with the SEC on
June 21, 201

Agreement and Plan of Merger, dated as of Augus2Q02, by and between Customers Bancorp, IncCAn8 Bancorp, Inc.
incorporated by reference to Exhibit 2.1 to thetGumers Bancorp Formr-K filed with the SEC on August 10, 20

Amendment to Stock Purchase Agreement, dated Bea#mber 18, 2012, by and among Customers Bancarp Acacia Life
Insurance Company, and Ameritas Life Insurance Carporporated by reference to Exhibit 2.1 to Ghestomers Bancorp Form 8-K
filed with the SEC on December 20, 2(

Amendment No. 2 to Stock Purchase Agreement, deged January 30, 2013, by and among CustomersoBanoc., Acacia Life
Insurance Company, and Ameritas Life Insurance Carporporated by reference to Exhibit 2.1 to Ghestomers Bancorp Form 8-K
filed with the SEC on January 31, 2C

Amendment No. 3 to Stock Purchase Agreement, deged February 28, 2013, by and among CustomersdBaninc., Acacia Life
Insurance Company, and Ameritas Life Insurance Carporporated by reference to Exhibit 2.1 to@hestomers Bancorp Form 8-K
filed with the SEC on March 4, 20:

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

Amendment No. 3 to Stock Purchase Agreement, deged February 28, 2013, by and among CustomersdBaninc., Acacia Life
Insurance Company, and Ameritas Life Insurance Carporporated by reference to Exhibit 2.1 to @hestomers Bancorp Form 8-K
filed with the SEC on March 4, 20:

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

Amended and Restated Articles of Incorporation e$t@mers Bancorp, Inc., incorporated by refereadexhibit 3.1 to the
Customers Bancorp Forn-K filed with the SEC on April 30, 201

Amended and Restated Bylaws of Customers Banacoep,ihcorporated by reference to Exhibit 3.2 t @ustomers Bancorp Fol
8-K filed with the SEC on April 30, 201

Articles of Amendment to the Amended and Restateitlas of Incorporation of Customers Bancorp, Jirtcorporated by referen:
to Exhibit 3.1 to the Customers Bancorp For-K filed with the SEC on July 2, 20:

Amended and Restated Articles of Incorporation e$t@mers Bancorp, Inc., incorporated by refereadexhibit 3.1 to the
Customers Bancorp Forn-K filed with the SEC on April 30, 201
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Exhibit
No.
4.2
43
4.4

4.5

4.6

4.7

4.8

4.9

4.1C

411

412

10.1+

10.2+4

Descriptior

Amended and Restated Bylaws of Customers Banacoep,ihcorporated by reference to Exhibit 3.2  @ustomers Bancorp Fol
8-K filed with the SEC on April 30, 201

Articles of Amendment to the Amended and Restateitlas of Incorporation of Customers Bancorp, Jirtcorporated by referen:
to Exhibit 3.1 to the Customers Bancorp For-K filed with the SEC on July 2, 20:

Specimen stock certificate of Customers Bancom, Woting Common Stock and Class B I-Voting Common Stock, incorporat
by reference to Exhibit 4.1 to the Customers Bamé&mrm $-1/A filed with the SEC on May 1, 20:

Indenture, dated as of June 29, 2004, by and batiNees Century Bank and Wilmington Trust Companiatieg to Floating Rat
Subordinated Debt Securities Due 2014, incorporayectference to Exhibit 4.3 to the Customers Bgmé@rm S-1 filed with the
SEC on April 22, 201

Form of Warrant issued to investors in New CenBayk' s March and February 2010 private offerings, 2008ge offering, and it
partial exchange for New Century Bank’s shares08b Series A Non-Cumulative Perpetual Convertibkfétred Stock in June
2009, incorporated by reference to Exhibit 4.8 Customers Bancorp Forr-1 filed with the SEC on April 22, 201

Warrants issued to Jay S. Sidhu, June 30, 2008rpocated by reference to Exhibit 4.9 to the CustanBancorp Form-1 filed with
the SEC on April 22, 201

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

First Supplemental Indenture, dated as of Jul\28@3, by and between Customers Bancorp, Inc. sagisand Wilmington Trus
National Association, as Trustee, incorporateddfgrence to Exhibit 4.2 to the Customers Banc«-K filed with the SEC on
July 31, 201

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

Amendment to First Supplemental Indenture, dateguati27, 2013, by and between Customers Bancarpahd Wilmington Trus
Company, National Association, as trustee, incateat by reference to Exhibit 4.1 to the CustomenscBrp 8-K filed with the SEC
on August 29, 201

6.375% Global Note in aggregate principal amour#i&)250,000, incorporated by reference to Exhil#ttd the Customers Bancc
8-K filed with the SEC on August 29, 20.

New Century Bank Management Stock Purchase Pleorporated by reference to Exhibit 10.1 to the Gustrs Bancorp Form-1
filed with the SEC on April 22, 201

Amended and Restated Customers Bancorp, Inc. 2@b8 Sption Plan, incorporated by reference to BixHi0.2 to the Custome
Bancorp Form 1-K filed with the SEC on March 21, 20:

136



Table of Contents

Exhibit

No.

10.3+

10.4+

105+

10.6

10.7+

10.8

10.9

10.10+

10.11

10.12

10.13

10.14

10.15+

Descriptior

Amended and Restated Employment Agreement, datefiMarch 26, 2012, by and between Customers Bandoc. and Jay ¢
Sidhu, incorporated by reference to Exhibit 10.&heonCustomers Bancorp Forr-1 filed with the SEC on March 28, 20

Amended and Restated Employment Agreement, datefiMarch 26, 2012, by and between Customers Bandoc. and Richar
Ehst, incorporated by reference to Exhibit 10.theCustomers Bancorp Forr-1 filed with the SEC on March 28, 20

Amended and Restated Employment Agreement, datefiMarch 26, 2012, by and between Customers Bandoc. and Thoma
Brugger, incorporated by reference to Exhibit 10.the Customers Bancorp Fort-1 filed with the SEC on March 28, 20

Agreement, dated as of May 19, 2009, by and betwssm Century Bank and Jay Sidhu, incorporated fBreace to Exhibit 10.
to the Customers Bancorp Forr-1 filed with the SEC on April 22, 201

Amended and Restated Customers Bancorp, Inc. 2@@htive Equity and Deferred Compensation Plamrparated by referenc
to Exhibit 10.7 to the Customers Bancorp Forr-K filed with the SEC on March 21, 20:

Lease Agreement, dated January 5, 2007, by andbatiew Century Bank and Gateway Partnership Lh€rporated b
reference to Exhibit 10.10 to the Customers Ban€amm $-1 filed with the SEC on April 22, 201

Amendment to Lease, dated May 4, 2007, by and leetwew Century Bank and Gateway Partnership LL&riporated by
reference to Exhibit 10.11 to the Customers Ban€amm $-1 filed with the SEC on April 22, 201

Form of Restricted Stock Unit Award Agreement fonfifoyees relating to the 2012 Special Stock Rewaodiram, incorporate
by reference to Exhibit 10.25 to the Customers Bgn€&orm -1/A filed with the SEC on May 1, 20:

Stock Purchase Agreement, dated as of Septemb20380, by and between Customers Bancorp, Inc. afefR Tambur
incorporated by reference to Exhibit 10.24 to thistdmers Bancorp Forn-1/A filed with the SEC on April 25, 201

Subscription Agreement, dated May 19, 2009, bytsidieen New Century Bank and Jay S. Sidhu, incatpdrby reference 1
Exhibit 10.13 to the Customers Bancorp For-1 filed with the SEC on April 22, 201

Amendment to Subscription Agreement, dated Jun@@®, by and between New Century Bank and JaydBuSincorporated b
reference to Exhibit 10.14 to the Customers Ban€&amn ¢-1 filed with the SEC on April 22, 201

Amendment #2 to Subscription Agreement, dated dsioé 30, 2009, by and between New Century Bankand. Sidht
incorporated by reference to Exhibit 10.15 to thustGmers Bancorp Forn-1 filed with the SEC on April 22, 201

Amended and Restated Customers Bancorp, Inc. BRacaggnition and Retention Plan, incorporated bgresfce to Exhibit 10.1
to the Customers Bancorp Formr-K filed with the SEC on March 21, 20:
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Exhibit

No.

10.16 -

10.18

10.19

10.20

10.21

10.22

10.23+

10.24+

10.25+

10.26

10.27

10.28

10.29+

Descriptior

Supplemental Executive Retirement Plan of Jay dhBiincorporated by reference to Exhibit 10.1h&Customers Banco
Form &-1/A filed with the SEC on April 18, 201

Form of Voting and Loc-Up Agreement entered into with the various directond executive officers of CMS Bancorp, I
incorporated by reference to Exhibit 10.1 to thetGmers Bancorp Forn-K filed with the SEC on August 10, 20

Form of Stock Purchase Agreement used in the July*aigust 2012 private placement of voting commiogls incorporated b
reference to Exhibit 4.3 to the Customers Bancamm<-3 filed with the SEC on October 22, 20

Stock Purchase Agreement, dated as of August 112, 2y and between Customers Bancorp, Inc. and=Bdnce Investmel
Fund, L.P., incorporated by reference to Exhibittd.the Customers Bancorp Fori-3 filed with the SEC on October 22, 2C

Securities Purchase Agreement, dated as of Septedmp2012, by and among the Corporation and thehasers party theret
incorporated by reference to Exhibit 10.1 to thetGmers Bancorp Forn-K filed with the SEC on September 17, 2(

Registration Rights Agreement, dated as of Septefhe2012, by and among the Corporation and thehasers party theret
incorporated by reference to Exhibit 10.2 to thetGmers Bancorp Forn-K filed with the SEC on September 17, 2(

Form of Restricted Stock Unit Award Agreement faredtors relating to the 2012 Special Stock Revirnafram, incorporated |
reference to Exhibit 10.26 to the Customers Ban€amm <-1/A filed with the SEC on May 1, 20:

Form of Stock Option Agreement, incorporated berefice to Exhibit 10.18 to the Customers BancormPd-K filed with the
SEC on March 21, 201

Form of Restricted Stock Unit Agreement, incorpedaby reference to Exhibit 10.17 to the Customensddrp Form 1-K filed
with the SEC on March 21, 20:

TARP Letter Agreement, dated as of September 161 28y and among Customers Bancorp, Berkshire Bpnbme. anc
Treasury, incorporated by reference to Exhibit 16.Customers Bancc's Form &K filed with the SEC on September 22, 2(

ARRA Letter Agreement, dated as of September 17120y and among Customers Bancorp and Treaswgrgarated b
reference to Exhibit 10.2 to Customer Ban’s Form K filed with the SEC on September 22, 2(

Letter Agreement dated as of December 28, 201htyamong Customers Bancorp and Treasury, incogubiat reference t
Exhibit 10.1 to Customers Bancr's Form K filed with the SEC on January 4, 20

Change of Control Agreement, dated as of Janugrg@®IB, by and between Customers Bancorp, IncGdedn Hedde
incorporated by reference to Exhibit 10.29 to Cots Bancor's Form 1K filed with the SEC on March 18, 20:
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Exhibit
No.

10.30+

10.31

16.1

211
23.1
23.2
31.1
31.2
32.1

32.2

101

Descriptior

Change of Control Agreement, dated as of Janugrg@®, by and between Customers Bancorp, Inc\den Taylor
incorporated by reference to Exhibit 10.30 to Cots Bancor's Form 1-K filed with the SEC on March 18, 20:

Termination and Nc-Renewal Agreement, dated as of April 4, 2013, iy @mong Customers Bancorp, Inc., Acacia Life Insoe
Company, and Ameritas Life Insurance Corp., incoates by reference to Exhibit 10.1 to the CustorBanscorp Form 8-K filed
with the SEC on April 10, 201

Letter dated July 2, 2013 from ParenteBeard LCtédSecurities and Exchange Commission, incorpoiageeference to Exhib
16.1 to the Customers Bancorp For-K filed with the SEC on July 3, 20!

List of Subsidiaries of Customers Bancorp, |

Consent of BDO USA, LLP, filed herewi

Consent of ParenteBeard LLC, filed herev

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

Certification of the Chief Executive Officer Purstigo 18 U.S.C. Section 1350, ad Adopted Pursuma8ettion 906 of th
Sarbane-Oxley Act of 200z

Certification of the Chief Financial Officer Purguido 18 U.S.C. Section 1350, ad Adopted Pursua8ettion 906 of the Sarba-
Oxley Act of 200z

Interactive Data Files regarding (a) Balance Sheetsf December 31, 2013 and 2012, (b) Statemémsame for the years end:
December 31, 2013, 2012 and 2011, (c) Statemer@smiprehensive Income for the years ended Decegihed013, 2012 and
2011, (d) Statements of Cash Flows for the yeaids@&December 31, 2013, 2012 and 2011, (e) Stateroé@hanges in
Shareholders’ Equity for the years ended Decembg2@13, 2012 and 2011 and (f) Notes to Finandite®hents for the years
ended December 31, 2013, 2012 and 2

+ Management Contract or compensatory plan or arraegt
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SIGNATURES

Pursuant to the requirements of the Section 15@)lof the Securities Exchange Act of 1934, thgsteant has duly caused this
report to be signed on its behalf by the undersigtiereunto duly authorized.

Customers Bancorp, Inc.

March 12, 201« By: /s/Jay S. Sidh
Name Jay S. Sidhi
Title: Chairman and Chief Executive Offic

Customers Bancorp, Inc.

March 12, 201« By:  /s/ Robert E. Wahima
Name Robert E. Wahlma
Title: Chief Financial Office

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblpthe following persons on behalf of the
Registrant and in the capacities and on the datbsated.

Signature Title(s): Date:

Chairman, Chief Executive Officer and Director (ipal March 12, 201«
/sl Jay S. Sidh executive officer
Jay S. Sidhi

Executive Vice President and Chief Financial Offi@incipal March 12, 201«
/s/ Robert E. Wahima financial and principal accounting office
Robert E. Wahima

/s/ Daniel K. Rotherme Director
Daniel K. Rotherme March 12, 201
/s/ Bhanu Choudhri Director
Bhanu Choudhris March 12, 201
/s/ John R. Millei Director
John R. Miller March 12, 201
/s/ T. Lawrence Wa Director
T. Lawrence Wa) March 12, 201«
/sl Steven J. Zuckerm: Director
Steven J. Zuckerme March 12, 201
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Exhibit 21.]
List of Significant Subsidiaries of Customers Banag, Inc.

Name: Jurisdiction

1. Customers Bar Pennsylvani:
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Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémtiee Registration Statements on Form S-3 (N8-B33040 and No. 333-184536) and
Form S-8 No. 333-186554 of Customers Bancorp,dhour reports dated March 12, 2014, relating sodbnsolidated financial statements, and
the effectiveness of Customers Bancorp, Inc.'sivatiecontrol over financial reporting, which appé@athis Form 10-K.

/sl BDO USA, LLP

Philadelphia, Pennsylvania
March 12, 2014

147



Exhibit 23.2
Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémtiee Registration Statement on Form @No. 333-188040 and No. 333-184536) and Form
S-8 N0.333-186554 of Customers Bancorp, Inc. ofreport dated March 18, 2013, relating to the cbdated financial statements, which
appears in this Form 1K .

/sl ParenteBeard LLC
Allentown, Pennsylvania
March 12, 2014
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Exhibit 31.1

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

[, Jay S. Sidhu, certify that:
1. | have reviewed this Annual Report on Form10fkCastomers Bancorp, Inc.;

2. Based on my knowledge, this report does notato@iny untrue statement of a material fact or eonittate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nigtagiisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemamid,other financial information included in thégport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtti@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15dj)1afe internal control over financial reporting @efined in Exchange Act Rules13a-15(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg fperiod in which this report is being prepared;

(b) Designed such internal control over financigdarting, or caused such internal control ovenfaia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordanceggitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presentbi$ report our conclusions abc
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repost) ttas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officer(s) anthve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cboirer financial reporting which a
reasonably likely to adversely affect the regidfgability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mtifiole in the registrant’s
internal control over financial reporting.

/s/ JAY S. SIDHU
Jay S. Sidhi

Chairman and Chief Executive Offic
(Principal Executive Officer

Date: March 12, 201
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Exhibit 31.2

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

I, Robert E. Wahlman, certify that:
1. | have reviewed this Annual Report on Form10fkCastomers Bancorp, Inc.;

2. Based on my knowledge, this report does notato@iny untrue statement of a material fact or eonittate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nigtagiisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemamid,other financial information included in thégport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtti@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules13a-15(e) and 15dj)1afe internal control over financial reporting @efined in Exchange Act Rules13a-15(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg fperiod in which this report is being prepared;

(b) Designed such internal control over financigdarting, or caused such internal control ovenfaia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordanceggitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presentbi$ report our conclusions abc
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repost) ttas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officer(s) anthve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitaemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cboirer financial reporting which a
reasonably likely to adversely affect the regidfgability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mtifiole in the registrant’s
internal control over financial reporting.

/sl ROBERT E. WAHLMAN
Robert E. Wahima

Chief Financial Officel
(Principal Financial and Principal Accounting O#i}

Date: March 12, 201
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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 annual report of Customeaiadrp, Inc. (the “Corporation”) on Form 10-K ftvetperiod ending December 31, 2013, as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), |, Jay S. Sidbhairman and Chief Executive Officer of
the Corporation, certify, pursuant to 18 U.S.C.51,3s adopted pursuant to 8906 of the Sarbane=sy@xit 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 ExgieAct of 1934; and

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

Date: March 12, 2014

/s/ Jay S. Sidh
Jay S. Sidhu, Chairman and Chief Executive Office
(Principal Executive Officer)
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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 annual report of Customeaiadrp, Inc. (the “Corporation”) on Form 10-K ftvetperiod ending December 31, 2013, as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), |, Robert E. Whadah, Chief Financial Officer of the
Corporation, certify, pursuant to 18 U.S.C. §13®adopted pursuant to 8906 of the Sarbanes-OxiegfR002, 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 ExgieAct of 1934; and

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

Date: March 12, 2014
/s/ Robert E. Wahlma

Robert E. Wahlman, Chief Financial Officer
(Principal Financial and Principal Accounting Officer)
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