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DEAR SHAREHOLDER,

Florida Banking has changed forever, but we are right on plan. They say that the strength of a company becomes
clear in times of economic uncertainty and market distress. In our view, 2009 was a most challenging year for Florida
banking, 1st United Bank, our customers and indeed the Nation. Florida’s banks sustained a body blow in the two
years ended December 31, 2009 that bit deeply into capital reserves and share value through massive loan loss provisions,
signaling a period of unrivaled risk to asset quality and the need for injections of capital to protect the institutions and
their shareholders.

Coming into this period, the Board of Directors and Management of 1st United embraced a bold strategic vision for the
Company and the Bank. In essence, the Board determined that 1st United would not run the risk of being a victim of
this damaging environment and chose to claw back shareholder value by going on the offense.

This strategic vision included a fundamental focus on cost management, growth in our generous base of hard-won quality
clients, retention of a strong balance sheet, leveraging our strengths to accompiish significant capital infusions including
the possibility of an Initial Public Offering (“IPO”), listing our stock on a national exchange, and creating growth in the
financial statements through a combination of organic and acquisitive growth.

Early in 2009, we leveraged our strong balance sheet profile to qualify under the U.S. Treasury’s CPP program and issued
$10 million of perpetual preferred securities to help protect the institution and its shareholders from the unknown diffi-
culties of the on-going economic recession.

In the fall of 2009 with the help of three Investment Banking firms who shared our vision, we accomplished an IPO
raising $80.5 million in fresh equity capital. 1st United’s stock is now traded on the international NASDAQ Global Market
system under the symbol “FUBC.”

Fortified with exceptionally strong levels of capital, 1st United used the proceeds of the IPO to pay off its dividend-bearing
preferred stocks and embarked on a campaign of growth. In December 2009, with the assistance of the FDIC, 1st United
acquired the business of the failed Republic Federal Bank (“RFB”) in Miami, Florida as the successful bidder in an FDIC
managed auction process.

As a result of the RFB acquisition, 1st United today boasts a four-branch system in Miami-Dade County, Florida’s largest
banking market, and overall 1st United had at December 31, 2009 $1.015 billion in total assets. We believe that the RFB
transaction was both an important strategic and financial acquisition.

1st United Bancorp had net income of $4.7 million in 2009, or $.30 per common share. Despite the economic climate, 1st
United demonstrated balance sheet growth, earnings and a focus on all things asset quality.

Fiscal 2009 was not only a year of improved balance sheet strength and market expansion, it was also a year of expense
and facility optimization. We have an on-going, no nonsense focus on core cost controls and, to that end, we closed
several facilities and consolidated markets.

As excited as we are about the year’s accomplishments, we are equally energized about the improved competitive dynamics
and continued growth and profit opportunities for 2010. At the same time, we are not of the belief that the current
economy here in Florida is done adversely influencing bank financial statements. We subscribe to the popular view that
commercial real estate of all types will continue to show weakness. Clearly, we can see deteriorating commercial property
drivers in high unemployment, restraints on new construction, rising vacancies and falling rents. Credit markets remain
dysfunctional. There is a collision between falling appraisals, accounting rules and regulatory imperatives that will continue
to produce harsh consequences for banks. 1st United has continued to embrace these realities with realistic loan classifi-
cations and treatment and an increase in its credit and loan review workforce.

Our unique position of strength was not achieved by unexpected forces, but rather by a carefully constructed strategic
vision by our Board and Management involving industry insight, careful preparation, hard work, a dedicated team and a
culture that inherently believes in its capabilities. Florida needs a healthy banking sector and we at 1st United aspire to
be a leader in ouf industry. We thank all of you as shareholders for your continued confidence in us and invite you to
review the details of our financial results in the pages that follow.
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Warren S. Orlando Rudy E. Schupp Jobn Marino
Chairman of the Board Chief Executive Officer President and Chief Financial Officer
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FINANCIAL HIGHLIGHTS

As of and for the years ended December 31,

(Dollars in thousands, except per share data) 2009® 2008® 2007
BALANCE SHEET DATA
Total assets $1,015,567 $617,821 $375,834
Total loans 680,976 486,247 285,423
Securities available for sale 88,843 35,075 35,546
Deposits 802,808 436,269 272,235
Non-interest bearing deposits 194,185 100,785 59,539
Shareholders’ equity 172,294 98,870 54,498
INCOME STATEMENT DATA
Interest income $ 28,539 $ 30,250 $ 24,699
Interest expense 7,246 9,584 9,474
Net interest income 21,293 20,666 15,225
Provision for loan losses 13,240 1,910 145
Net interest income after provision for loan losses 8,053 18,756 15,080
Gain on acquisition 23,292 — —
Other non-interest income 2,876 2,037 1,911
Non-interest expense 26,168 22,904 16,989
Income tax expense (benefit) 2,884 (752) (3,391
Net income (loss) 4,720 (1,359 3,393
Preferred stock dividends earned 7749 (368) —
Net income (loss) available to common shareholders $ 3,946 $ ,727 $ 3,393
PER SHARE DATA
Basic earnings (loss) per share $ 0.30 $ .29 $ 072
Diluted earnings (loss) per share $ 0.30 $ ©0.25 $ 071
Book value per common share $ 6.95 $ 10.87 $ 11.61
Tangible book value per common share $ 5.00 $ 544 $ 10.61
OTHER RATIOS
Return on average assets 0.60% (0.25)% 0.97%
Return on average shareholders’ equity 3.19% (1.63)% 6.64%
Net interest margin 3.69% 4.23% 4.72%
Equity/assets 16.97% 16.00% 14.50%
Non-performing assets/total assets 1.97% 1.72% 0.07%
Allowance for loan losses/total loans 1.95% 1.19% 0.73%
Leverage ratio 17.33%© 8.15% 14.71%
Tier 1 risk-based capital 23.54% 9.46% 14.71%
Total risk-based capital 25.76% 11.69% 15.37%

(a) Includes Republic transaction
(b) Includes Equitable merger and Citrus acquisition
(c) Based on year end total assets, rather than average assets, the leverage ratio of the Company is 12.72%.
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PARTI1
Item 1. Business

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

The SEC encourages companies to disclose forward-looking information so that investors can better understand a company’s
future prospects and make informed investment decisions. This Annual Report on Form 10-K (“Annual Report”) contains
“forward-looking statements™ within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-
looking statements include, among others, statements about our beliefs, plans, objectives, goals, expectations, estimates and
intentions that are subject to significant risks and uncertainties and are subject to change based on various factors, many of
which are beyond our control. The words “may,” “could,” “should,” “would,” “believe,” “anticipate,” “estimate,” “expect,”
“intend,” “plan,” “target,” “goal,” and similar expressions are intended to identify forward-looking statements.

29 46

All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future results may differ
materially from those set forth in the forward-looking statements. Our ability to achieve our financial objectives could be
adversely affected by the factors discussed in detail in the section captioned “Risk Factors” as well as the following factors:

. legislative or regulatory changes;

. the strength of the United States economy in general and the strength of the local economies in which
we conduct operations;

. the accuracy of our financial statement estimates and assumptions, including the estimate for our loan
loss provision;

. the effects of the health and soundness of other financial institutions, including the FDIC’s need to
increase Deposit Insurance Fund assessments;

. the loss of key personnel;

° our ability to comply with the terms of the loss sharing agreements with the FDIC;

. our customers’ willingness to make timely payments on their loans;

. changes in the securities and real estate markets;

. changes in monetary and fiscal policies of the U.S. Government;

. inflation, interest rate, market and monetary fluctuations;

| the frequency and magnitude of foreclosure of our loans;

. fluctuations in loan collateral values;

J the effects of our lack of a diversified loan portfolio, including the risks of geographic and industry
concentrations;

. our need and our ability to incur additional debt or equity financing;

. our ability to integrate the business and operations of companies and banks that we have acquired, and
those we may acquire in the future;

. the failure to achieve expected gains, revenue growth, and/or expense savings from future acquisitions;

° the effects of harsh weather conditions, including hurricanes;

. our ability to comply with the extensive laws, regulations, and directives to which we are subject;

. our customers’ perception of the safety of their deposits at 1% United Bank;

. the willingness of clients to accept third-party products and services rather than our products and
services and vice versa;

. increased competition and its effect on pricing;

U technological changes;

. the effects of security breaches and computer viruses that may affect our computer systems;

. changes in consumer spending and saving habits;

. growth and profitability of our noninterest income;

. changes in accounting principles, policies, practices or guidelines;
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. anti-takeover provisions under federal and state law as well as our Articles of Incorporation and our

Bylaws;

. other risks described from time to time in our filings with the Securities and Exchange Commission;
and

. our ability to manage the risks involved in the foregoing.

However, other factors besides those listed above and in the section captioned “Risk Factors” or discussed elsewhere in this
Annual Report also could adversely affect our results, and you should not consider any such list of factors to be a complete
set of all potential risks or uncertainties. These forward-looking statements are not guarantees of future performance, but
reflect the present expectations of future events by our management and are subject to a number of factors and uncertainties
that could cause actual results to differ materially from those described in the forward-looking statements. Any forward-
looking statements made by us speak only as of the date they are made. We do not undertake to update any forward-looking
statement, except as required by applicable law.

About Us

General

1** United Bancorp, Inc. (“Bancorp”) is a financial holding company headquartered in Boca Raton, Florida. 1* United Bank, a
Florida state chartered bank, is our wholly-owned subsidiary. Operations commenced on April 20, 2000 under the names
Advantage Bankshares, Inc. and Advantage Bank, with a completely different management team and board of directors. By
April 2003, Advantage Bankshares had experienced three years of troubled operations and operating losses and was subject
to regulatory directives to correct its unsatisfactory audit results. As part of its compliance with these directives, Advantage
Bankshares entered into an agreement, dated April 9, 2003, with 1st United, LLC, a company owned and controlled by our
current executive officers, Messrs. Orlando, Schupp, and Marino. As part of that agreement, a change-in-control was effected
and the name of Advantage Bankshares was subsequently changed to 1st United Bancorp, Inc. with Advantage Bank
changing its name to 1st United Bank. In addition, the board of directors was reconstituted and the management team and
business plan were changed. Thereafter, from December 31, 2003 to December 31, 2009, we have experienced strong growth
through a combination of internal growth, de novo branching, and acquisitions. Specifically, we have:

= increased total assets from $66.8 million to $1.016 billion;

. increased total loans from $39.6 million to $680.9 million;

. grew non-interest bearing deposits from $4.6 million to $194.2 million; and

. increased our banking center network from two to sixteen locations consisting of four banking centers in

Palm Beach County, four banking centers in Broward County, five banking centers in Miami-Dade County,
and one banking center each in Sebastian, Vero Beach and Barefoot Bay, Florida.

We operate under a community banking philosophy that seeks to develop broad customer relationships based on service and
convenience while maintaining our commitment to a conservative approach to lending and strong asset quality. We offer our
customers, primarily professionals, high net-worth individuals and small and medium-sized businesses, a variety of
traditional loan and deposit products, which we apply to their specific needs. Making loans which result in a long-standing
relationship with our borrowers will continue to be the cornerstone of our approach to business. We believe that our emphasis
on personal service puts us at a competitive advantage relative to the other banks in our market area and has been an
instrumental contributing factor to the growth that we have experienced to date. We believe our success has been built on the
strength of our management team and board of directors, our credit culture, the attractive growth characteristics of the
markets in which we operate and our ability to expand our franchise by attracting seasoned bankers with long-standing
relationships in their communities. We have one reportable segment.

In this report, the terms “Company,” “we,” “us,” or “our” mean Bancorp and all of its consolidated subsidiaries.

Recent Developments

Preferred Stock Repurchase

On November 18, 2009, we repurchased from the United States Department of the Treasury (the “Treasury”) all of the
10,000 outstanding shares of our Series C Fixed Rate Cumulative Perpetual Preferred Stock (“Series C Preferred Stock”) and
all of the 500 outstanding shares of our Series D Fixed Rate Cumulative Perpetual Preferred Stock (“Series D Preferred
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Stock™). The Series C Preferred Stock and Series D Preferred Stock were issued to the Treasury on March 13, 2009 pursuant
to the Capital Purchase Program established under the Troubled Asset Relief Program. The aggregate purchase price paid by
us to the Treasury for the Series C Preferred Stock and Series D Preferred Stock was approximately $10.504 million,
including approximately $4,000 of accrued and unpaid dividends.

On November 19, 2009, we repurchased all of the 459,503 outstanding shares of our Series B Non-Cumulative Perpetual
Preferred Stock (“Series B Preferred Stock™). The aggregate purchase price paid by us for the Series B Preferred Stock was
approximately $4.643 million, including approximately $48,000 of accrued and unpaid dividends.

Acquisition of Republic Federal Bank from FDIC as receiver

On December 11, 2009, we announced that 1* United Bank, our banking subsidiary, had entered into a purchase and
assumption agreement (the “Republic Agreement”) with the Federal Deposit Insurance Corporation (“FDIC”), as receiver for
Republic Federal Bank, National Association (“Republic”), Miami, Florida. According to the terms of the Republic
Agreement, 1% United Bank assumed all deposits (except certain brokered deposits) and borrowings, and acquired certain
assets of Republic. Assets acquired included $238 million in loans based on Republic’s carrying value and $64.2 million in
cash and investments. All of Republic’s repossessed or foreclosed real estate and substantially all non-performing loans were
retained by the FDIC. Republic operated four banking centers in Miami-Dade County, Florida, and had approximately 100
employees.

All of the loans acquired are covered by two loss share agreements (the “Loss Share Agreements”) between the FDIC and 1st
United Bank, which affords 1st United Bank significant loss protection. Under the Loss Share Agreements, the FDIC will
cover 80% of covered loan and foreclosed real estate losses up to $36 million and 95% of losses in excess of that amount.
The Loss Share Agreements also cover third party collection costs and 90 days of accrued interest on covered loans. The
term for loss sharing and loss recoveries on residential real estate loans is ten years, while the term for loss sharing and loss
recoveries on non-residential real estate loans is five years with respect to losses and eight years with respect to loss
recoveries. The reimbursable losses from the FDIC are based on the book value of the relevant loan as determined by the
FDIC at the date of the transaction. New loans made after that date are not covered by the Loss Share Agreements.

1st United Bank received a $34.2 million net discount on the assets acquired. The acquisition was accounted for under the
purchase method of accounting in accordance with FASB ASC 805, “Business Combinations.” The purchased assets and
assumed liabilities were recorded at their respective acquisition date fair values, and identifiable intangible assets were
recorded at fair value. Fair values are preliminary and subject to refinement for up to one year after the closing date of the
acquisition as new information relative to closing date fair values becomes available. We recorded an estimated receivable
from the FDIC in the amount of $32.9 million as of December 11, 2009, which represents the fair value of the FDIC’s
portion of the losses that are expected to be incurred and reimbursed to us. The Loss Sharing Agreements are subject to
certain servicing procedures as specified in the agreements.

An acquisition gain totaling $23.3 million resulted from the acquisition and is included as a component of noninterest income
on the statement of income.

1¥ United Bank did not immediately acquire the furniture or equipment of Republic as part of the purchase and assumption
agreement. However, 1% United Bank has the option to purchase the furniture and equipment from the FDIC. The term of
this option expires March 11, 2010. 1% United has until March 11, 2010, to request the FDIC to repudiate all leases entered
into by the former Republic or the leases will be assumed. As of the date of this Form 10-K, we have not determined whether
we will request the FDIC to repudiate the leases. Each of the four banking centers is leased.

The rent commitments under these banking facilities leases prior to the potential repudiation are as follows (in thousands):

2OT0 e ee et r e e e e s araaraaeees $ 657
2001 e et 500
200 2 b ————————————————————————————— 448
0 I TSRO 245
2004 e e e e s e e snananaes 245
B 1 1S T ) 766

$ 2,861



The statement of net assets acquired as of December
following table (dollars in thousands).

11, 2009 and the resulting gain (as adjusted) are presented in the

As Recorded Fair Value As Recorded
Assets By Republic  Adjustments by 1* United
Cash and Cash EQUIVAIENLS .........cccovviriiriereieereereeeeeeeeeeseeressesrrresaesnesnssnens $ 25,026 $ $ 25,026
SEOUITLIES .vviiveieriiieteieitieeteesteeeeeesreeesteeeteesaeaeaeaessseeseseseeasseeasaeanssasseeesesensens 33,637 33,637
Federal Reserve Bank and Federal Home Loan Bank stock 5,266 5,266
Loans 237,925 (39,363) (a) 198,562
Core deposit intangible — 1,248 (b) 1,248
FDIC Loss Share Receivable .... 32,900 (c) 32,900
Other assets 5,095 (1,497) (d) 3,223
(375) (2
Total ASSets ACQUITEA .....coervirieererieieiteieteeeiete e te e beneennen $ 306,949 $ (7,087) $ 299,862
As Recorded Fair Value As Recorded

Liabilities By Republic  Adjustments by 1% United
DIEPOSIES ..veeererereriiieieir ettt ettt er et b et b st et be s $ 349,373 $ 274 (&) $ 349,647
Repurchase AZreements ..........ccceeeererriercriiriecse e eieseeetesreeecneree e cneereenens 3,724 3,724
Advances from FHLB 75,255 3,568 (f) 78,823
OBRET ettt et e et e ere e ets et e e bt e ae et e beeabeetaeasestaeseeabesraenseaneanes 2,376 2,376

Total Liabilities ASSUMED .......c.ovviereiriiieiieiieeeeeeesee e sae s nes $ 430,728 $ 3,842 $ 434,570
Excess of Liabilities over Assets ACQUITED .....c..ecvevereeenrenieeereenrenrereeseienennens (123,779) (10,929) (134,708)
ASSEE DISCOUNL ..oevviceieeceeecte ettt cte et e eareeae e eeesseessaeeasesesseeetessaeesnreenses 34,221
Cash Received from the FDIC .......ooviiiiioiiceeeeeee et $ 158,000 $ 158,000
Total Gain RECOTAEA ......oovvvevirii et sereennen $ 23,292

Explanation of Fair Value Adjustments

(2)

(b)

©

(d)

(®)

®

(&

This estimated adjustment was necessary as of the acquisition date to write down Republic’s book value of loans to
the estimated fair value.

This fair value adjustment represents the value of the core deposit base assumed in the acquisition based on a study
performed by an independent consulting firm. This amount was recorded by us as an identifiable intangible asset
and will be amortized as an expense over the average life of the core deposit base, which is estimated to be 8 years.

This adjustment was the estimated fair value of the amount that we will receive from the FDIC under the Loss
Sharing Agreements as a result of future loan losses.

This was the estimated adjustment necessary to write down Republic’s book value of loan servicing rights to their
estimated fair value as of the acquisition date.

This fair value adjustment was recorded because the weighted average interest rate of Republic’s time deposits
exceeded the cost of similar wholesale funding at the time of the acquisition. This amount will be amortized to
reduce interest expense on a declining basis over the average life of the deposit portfolio.

This fair value adjustment was recorded because the interest rates of Republic’s fixed rate borrowings exceeded
current interest rates on similar borrowings. This amount was realized shortly after the acquisition by prepaying the

borrowings at a premium, and, thus, there will be no future amortization related to this adjustment.

Miscellaneous asset writedowns.



Our operating results for the twelve month period ended December 31, 2009, include the operating results of the acquired
assets and assumed liabilities since the acquisition date of December 11, 2009. Due primarily to the significant amount of
fair value adjustments and the Loss Share Agreements now in place, historical results of Republic are not believed to be
relevant to our results, and thus we are not presenting pro forma information.

The following is a description of the methods used to determine the fair values of significant assets and liabilities presented
above.

Cash and cash equivalents

The carrying amount of these assets is a reasonable estimate of fair value based on the short-term nature of these assets.

Securities

Fair value for securities were based on quoted market prices, where available. If quoted market prices were not available, fair
value estimates were based on observable inputs including quoted market prices for similar instruments, quoted market prices
that are not in an active market or other inputs that are observable in the market.

The following table sets forth the fair value and weighted average yield of the investments portfolio acquired in the Republic
transaction as of December 11, 2009:

(Dollars in thousands) Weighted
Fair Average
Value Yield
U.S. Treasury and Federal Agencies
Less than 12 MONthS ......ceveeiirieiericieieecieeete ettt $ — 0.0%
Over one year through five Years..........cooeevieveeviciiiceice e — 0.0%
Over five through ten YEars .........ccccceeereeenineirirreesreceee e enne — 0.0%
OVET tBIL YEATS ..veveiietirieieeteieetee e eteree e e e sses e eseesbessesbeessessensesssebeeseeseeneennas 5,615 4.15%
TOLAL ..ttt ettt bbb e $ 5,615 4.15%
Corporate Obligations
OVEL 011 YEATS ....veevevirereeetetanceienencrtrestssssrsesssessesessssessssesessaseseanesesenesesessens $§ 3,031 4.59%
TOAL .ttt et s e bt e s ens $ 3,031 4.59%
Mortgage-Backed Securities
Less than 12 mMOnths .....ccocceviiiiiiiieercr st e e s eeeas $ — 0.0%
Over one year through five Years.......c.ccoceieiimeeiniiin e, 44 4.04%
Over five through ten YEars ......c.ccccocveereierineneiieeeesee e 27 6.84%
OVET 1811 YEATS ...vevvreriiieetierieeestetesveetsestesseeeesteeneeseeaeeseeseereossensessesrsosesssersenses 14,080 4.43%
TOAL ...ttt ettt nen $ 14,151 4.44%
Collateralized Mortgage Obligations
Less than 12 months ......c..coociiriiiiiiiiiiiecrrerere e $ — 0.0%
Over one year through five years.........cocveeiveviieciecei it — 0.0%
Over five through ten YEars .........cececeevireeeieiecenieiei et 478 1.40%
OVEI tBI1 YEATS ....euveienerreeeteeteeteeteste e teaneete s st e s e tessasseessesssatesssessssnassennensas 4,906 3.03%
TOtAL ..ottt enea $ 5,384 2.88%
Municipal Securities
Over five year through ten Years..........ccceuvveevereieniiecenreeeeeeeeeeese e $ 1,988 5.82%
OVET T8I YEATS ...vvvivirierescietererete et e st et etasbe e e st e e sse e saseesessassesansassnns 3,468 5.87%
TOLAL ...ttt e b e neaan $ 5,456 5.85%
Grand ToOtal......ovieeecieeiecece ettt s ene st esses e eeseenaeens $ 33,637 4.38%




Loans

Fair value for loans were based on a discounted cash flow methodology that considered factors including the type of loan and
related collateral, classification status, fixed or variable interest rate, term of loan and whether or not the loan was amortizing,
and current discount rates. Loans were grouped together according to similar characteristics and were treated in the aggregate
when applying various valuation techniques. The discount rates used for loans were based on current market rates for new
originations of comparable loans and included adjustments for liquidity concerns. The discount rate does not include a factor
for credit losses as that has been included in the estimated cash flows. A third party provided the valuation of loans at
December 11, 2009.

The following are the fair value of loans acquired in the Republic transaction as of December 11, 2009 (dollars in thousands):

Carrying % of
Value of Acquired
Number of Acquired Loan
Loan Types Loans Loans Portfolio
Commercial Real EState..........ccoovevvevieieeecierienienereeenae 41 $ 37,609 18.94%
Construction and Development Loans...........cccccevennenn. 3 1,108 0.56%
Commercial and Industrial........cccooeevivieveeeeeeeeeeeieeeens 203 39,626 19.96%
Closed End First Lien 1-4 Family......cccocceceiiecncnnnicns 340 106,441 53.61%
Multi-family Loans ........cccoveeveeveenvencnnecncniinniiiinnen 24 13,362 6.73%
Consumer LOans .....cccccvvvveeieieeeeiiiinrreeseeeeseseerereeeeesennies 9 416 0.21%
TOEAL. ettt ettt e sre b nnr e en 620 $ 198,562 100.00%

Included in the above loans are approximately $20 million of loans to foreign companies that are either insured or guaranteed
between 90-100% by the United States Import Export Bank.

The following table sets forth the loan interest rate sensitivity for loans acquired in the Republic transaction at December 11,
2009 (dollars in thousands):

Fixed and 1to5
Variable 1 year 1to5 years >5 years >5 years
<1 year Adjustable years Adjustable Fixed Adjustable
Total Maturity Rate Fixed Rate Rate Rate Rate
Commercial ................... $ 39626 $ 32393 $ 2,696 $ 4,537 % —  $ — 3 —
Residential .................... 106,441 790 48,054 558 34,936 22,103 —
Commercial real estate... 50,971 13,430 10,003 23,798 1,667 2,073 —
Commercial and land
development............... 1,108 — — 1,108 — — —

Consumer and other....... 416 145 186 85 — — —
Total loans .........c.ccceens $ 198,562 $§ 46,758 $ 60,939 § 30,086 $ 36,603 § 24,176 § —

The acquired loans at December 11, 2009 included loans accounted for in accordance with FASB ASC 310-30 (“ASC 310-
30”). As defined by ASC 310-30 and subject to certain exceptions contained in that statement, ASC 310-30 loans are loans
with evidence of deterioration of credit quality for which it is probable that the borrower will not be able to make all
contractually required payments. We acquired loans with an aggregate face value on December 11, 2009 of $39.6 million,
for which there was, at acquisition, evidence of deterioration in credit quality and which it was probable that the borrowers
would not be able to make all contractually required payments. As a result, a non-accretable discount of $16.5 million and an
accretable difference of $3.2 million were recorded for these loans resulting in a net carrying amount of $19.9 million on
December 11, 2009.



There was no foreclosed real estate acquired in the Republic transaction. The fair value of non-accruing loans and loans
accruing 90 days or more past due acquired in the Republic transaction as of December 11, 2009 was as follows:

(Dollars in thousands)

Non-Accrual Loans

Residential................... $ 2,627
Commercial Real Estate................... 1,075
Commercial and Industrial................... 331
Total......ccovveenneen. $ 4,033
Accruing 90 days or more past due
Residential................... $ —

Commercial Real Estate................... —
Commercial and Industrial................... —

Total non-accruing loans................... $ 4,033
Accruing 90 days or more past due................... —
Foreclosed real estate................... —

Total non-performing assets................... $ 4,033
Ratios
Total non-accruing loans to total acquired loans................... 2.03%
Total acquired loans................... $ 198,562

There were no loans accruing that were 60-89 days past due acquired at December 11, 2009.

Core deposit intangible

This intangible asset represents the value of the relationships that Republic had with its deposit customers. The fair value of
this intangible asset was estimated based on a discounted cash flow methodology that gave appropriate consideration to
expected customer attrition rates, cost of the deposit base, reserve requirements and the net maintenance cost attributable to
customer deposits. A third party provided the valuation for the core deposit intangible at December 11, 2009.

FDIC loss share receivable

This loss sharing asset is measured separately from the related covered asset as it is not contractually embedded in the assets
and is not transferable with the assets should 1st United Bank choose to dispose of them. Fair value was estimated using
projected cash flows related to the Loss Sharing Agreements based on the expected reimbursements for losses and the
applicable loss sharing percentages. These expected reimbursements do not include reimbursable amounts related to future
covered expenditures. These cash flows were discounted to reflect the uncertainty of the timing and receipt of the loss sharing
reimbursement from the FDIC. A third party provided the valuation of the FDIC loss share indemnification asset at
December 11, 2009.

Deposits

The fair value used for the demand and savings deposits that comprise the transaction accounts acquired, by definition equal
the amount payable on demand at the acquisition date. The fair values for time deposits are estimated using a discounted
cash flow calculation that applies interest rates currently being offered to the interest rates embedded on such time deposits.
A third party provided the valuation of the deposits at December 11, 2009.



Deposit liabilities assumed are comprised of the following at December 11, 2009:

Acquired
Value

(in thousands)
NONINLETESt DEATINE ....voveverevererireeeerercirieeeerenresissree e easesens $ 90,787
INOW ettt sttt b et e e st s st eaees 40,692
Money Market .......cc.coceereririicininininiiir e 29,666
SAVINES .vvererieririiiiniic sttt et 21,455
Time deposits less than $100,000 ... 39,508
Time deposits greater than $100,000 .........ccccoovvvvvniininiinineienen, 127,265
Acquired balance of deposits .......ccoceericiiiiniiiiiniiies 349,373
Fair value adjustment .........ccccceiviicoiicnininiiiieeee st 274
TOAL 1rveeveeeeiceiee ettt et eteere s e ts s sseraebe s asesseesenbest e b e be e e e s e e san b ns $ 349,647

Included in the above deposits are approximately $232.6 million in deposits to foreign nationals banking in the United States.

At December 11, 2009, the maturities schedule of certificates of deposit was as follows:

Under Over
Maturing in $100,000 $100,000
(in thousands)
Up 10 3 MONhS .o.veveiieeccccecrccte, $ 22,197 $ 71,224
360 6 MONEAS .oovvivreireeeieeeeereerreeeeeereereeteeseeresnesneees 7,275 20,427
610 12 MONHS ..oiiiiiiiiiiiieeeieecreeerte et evr e se e 8,101 29,538
Over 12 monthS evviiiieeeeieeecr e 1,935 6,076
TOUAL oottt ettt e e e e e e b e vaesaae s e s eabeeareens $ 39,508 $ 127,265

Advances from Federal Home Loan Bank

The fair value of Federal Home Loan Bank (FHLB) advances were based on pricing supplied by the FHLB. These advances
were repaid prior to December 31, 2009.

Investment Activity

Our consolidated securities portfolio is managed to minimize interest rate risk, maintain sufficient liquidity, and maximize
return. The portfolio includes several callable agency debentures, mortgage-backed securities, adjustable rate mortgage pass-
throughs, collateralized mortgage obligations and one small corporate security. Our financial planning anticipates income
streams generated by the securities portfolio based on normal maturity and reinvestment.

The following table sets forth the carrying amount of our investments portfolio, all of which was classified as “available-for-
sale”, as of December 31, 2009, 2008 and 2007:

(Dollars in thousands) December 31,

2009 2008 2007
Fair value of investment in:
U.S. Treasury and Federal agencies...........cocovurueecrnincmeiinineinicuniicennn. $12,417 $18,800 §$ 31,347
Mortgage-backed SECUTILIES .......c.coviiinriniirinriieiee e, 74,438 16,155 3,949
Corporate obligations..........coveevuiiiininiiiiineree e, — 120 250
MUnicipal SECUTITIES .....cvevecrenierereiiiiicteriie e e 1,988 — —

$ 88,843 35,075 § 35,546




The following table sets forth the combined fair value and weighted average yield of our investments portfolio as of
December 31, 2009:

(Dollars in thousands) Weighted
Fair Average
Value Yield
U.S. Treasury and Federal Agencies
Less than 12 MOMNthS ......ccccverueeiiiiiieereecenee et $ — 0.00%
Over one year through five Years.......c.ccoccviveivnniicicisieccce e — 0.00%
Over five through ten Yars .......cccceeeerrvirrriereeeiiceeee e 6,832 4.29%
OVET 011 YRATS ...v.eutivevincerenirtrtrerteteaese ettt es ettt as s s eseseeenesesessesesens 5,585 4.15%
TOLAL ..ottt nn § 12,417 4.23%
Mortgage-Backed Securities
Less than 12 mOnths ........cocciiviiiiiiiniiiresieecr et $ — 0.0%
Over one year through five Years............ocoueeeeeueeeceeeceeeeeeeeeeee e 129 4.14%
Over five through teN YEars ......ccovvvevievieviicetieeeece e 5,937 3.80%
OVEL tEI1 YEATS .....uvveirerencrteeeeerteteiete e et eeestsaesessesesesesesseresenseseessnesessesesesees 68,372 4.69%
TOLAL ..ottt § 74,438 4.62%

Municipal Securities

Less than 12 MONTAS .....oveeevieieceeieeiececee ettt st e eee e $ — 0.00%
Over five year through ten Years........c.cececeeeriririeieereeeririeenesee e 1,988 5.82%
OVET 01 YRAIS ...veuviuiirtereereriisiesitetestesasreeteaetessesseetsetasesasessensennesneessesssneas — 0.00%

TOLAL .ttt ettt ettt e at e st e e e e eneeenenareeanes $ 1,988 5.82%
TOtAl FaIl VAIUE ....civvvieieeeceeeeeeeeeetee ettt ev et eseeeaeese s e eesesaeean $ 88,843 4.59%
Total AMOTHZE COSE ....oeiueviieeeieeeeeeeeete ettt et e e e e e e e s e aresas $ 88,770 4.93%

As of December 31, 2009, we held no tax-exempt obligations and we held no instruments from issuers (other than the U.S.
government) where the amortized cost or market value represented more than ten percent of shareholders’ equity.

Lending Activity

We have adopted the strategy of presenting a robust and diverse series of lending channels and a suite of loan and loan-
related products normally associated with larger banks. While this strategy demands an investment in experienced personnel
and enabling systems, it distinguishes us from competing community bank lending institutions. We intend to continue to
provide for the financing needs of the community we serve by offering a variety of loans, including:

= commercial loans, which will include collateralized loans for working capital (including inventory and
receivables), business expansion (including real estate construction, acquisitions and improvements), and
purchase of equipment and machinery;

. small business loans, including SBA lending;
. Exim Bank insured or guaranteed loans;
. residential real estate loans to enable borrowers to purchase, refinance, construct upon or improve real

property, and home equity loans; and

. consumer loans, including collateralized and uncollateralized loans for financing automobiles, boats, home
improvements, and personal investments.

We follow a lending policy that permits prudent risks to assist consumers and businesses in our market area. We have no
subprime loans. We sell loan participations to other banks. Loan-related interest rates will vary depending on our cost of
funds, the loan maturity, and the degree of risk. We are expected to meet the credit needs of customers while allowing
prudent liquidity through our investment portfolio. We expect this positive, community-oriented lending philosophy to
translate into a sustainable volume of quality loans into the foreseeable future.
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We also help enhance loan quality by staffing with experienced, well-trained lending officers capable of soliciting loan
business. Our lending officers, as well as our credit officers and loan committees, also recognize and appreciate the
importance of exercising care and good judgment in underwriting loans, which supports our safety and profitability goals.

At December 31, 2009, 2008, 2007, 2006 and 20035, the composition of our loan portfolic was as follows:

(Dollars in thousands) December 31,
2009 2008 2007 2006 2005
% of % of % of % of % of
Amount Total Amount Total Amount Total Amount Total Amount  Total
Commercial .......c.cocorreereerrennen. $ 117,349 17% $ 90,968 19% $ 57,574 20% $ 50,361 20% $ 39,833 21%
Residential real estate.............. 205,749 30% 100,571 20% 51,663 18% 40,930 16% 35,136 18%
Commercial real estate............. 290,014 43% 203,734 42% 114,424 40% 87,098 34% 46,830 25%
Construction and Land
Development.........c.ccvvveene 55,689 8% 83,161 17% 56,603 20% 72,824 29% 60,997 32%
Consumer and others............... 12,039 2% 7,865 2% 5,125 2% 3,650 1% 7,958 4%
Total 10ans .......ecvervireererennns $ 680,840 100% $ 486,299 100% $ 285,389 100% $ 254,863 100% $190,754 100%
Allowance for loan losses ....... (13,282) (5,799) (2,070) (2,149) (1,893)
Net deferred (fees) costs.......... 136 (52) 34 47 15
Net 10ans......ccceveieeerecniernniinnns § 667,694 $ 480,448 $ 283,353 $§ 252,667 $ 188,876

The following charts illustrate the number of loans in our loan portfolio as of December 31, 2009 and December 31, 2008.

Loan Portfolio as of December 31, 2009
(Dollars in thousands)

Balance % of Loan % of Total

Loan Types Total Loans QOutstanding Portfolio Assets

Commercial Real Estate and Farm Loans....................... 257 § 269,440 39.57% 26.53%
Construction and Development Loans...........cccceevvvennen. 44 55,689 8.18% 5.48%
Commercial and Industrial.................ccccooeiiiiiiiiini, 552 117,349 17.24% 11.56%
Closed End First Lien 1-4 Family.........cccceivecnrerennnne 437 154,765 22.73% 15.24%
Home Equity Line of Credit .......cccooeceniiiiniiiiiiiiiens 251 50,127 7.36% 4.94%
Multi-family Loans........ccocceeiervvvrvecirreeeesesrees e 39 20,574 3.02% 2.03%
Consumer LOoans .........coovvieiiiiieeeeeiieeceeeeeeeeeee e 188 11,902 1.75% 1.17%
Closed-End Junior Lien 1-4 Family..........ccooveevevieenennnn. 16 857 0.13% 0.08%
Oher .o 0 137 0.02% 0.01%
TOtaL. . e 1,784  § 680,840 100.00% 67.04%
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Loan Portfolio as of December 31, 2008

(Dollars in thousands)

Balance % of Loan % of Total

Loan Types Total Loans Qutstanding Portfolio Assets

Commercial Real Estate............ccocoovvivieiiviceeeceeeennee. 203 $ 194,389 39.97% 31.46%
Construction and Development Loans............c.cuuene..... 59 83,161 17.10% 13.46%
Commercial and Industrial...........ccccoovviviiiiiiecieeereenee 411 90,968 18.71% 14.72%
Closed End First Lien 1-4 Family..........ccccccevvreveenennenn. 104 54,275 11.16% 8.78%
Home Equity Line of Credit .......ccoceivinecnininrcenne, 233 44,565 9.16% 7.21%
Multi-family Loans........c.ccocevvviiinnineecnieeceeeennn 13 9,345 1.92% 1.51%
Consumer Loans ........cceeciieeiuieeeeicneeceeeceeieceee e, 195 7,792 1.60% 1.26%
Closed-End Junior Lien 1-4 Family........ccoccoereineennnn, 21 1,731 0.35% 0.28%
OtheT ...ttt 0 73 0.03% 0.01%
Total....oveiiice e 1,239 § 486,299 100.00% 78.69%

Of the loan portfolio as of December 31, 2009, 620 loans with a carrying value of $198.6 million (29%) are subject to the
Loss Sharing Agreements. In addition, at December 31, 2009 included in Commercial and Industrial loans are approximately
$20 million in Export Import (“EXIM”) loans which have either insurance or a guarantee of between 90% and 100% from the
Export Import Bank of the United States.

A portion of the loans originated by us since December 31, 2000, has been guaranteed by the Small Business Administration.
For the most part, we have sold the guaranteed portion of the loans in the secondary market and retained the unguaranteed
portions in our loan portfolio. The balance of the unguaranteed portions of such loans, which are included in commercial
loans and commercial real estate loans above, was $4.9 million and $7.2 million at December 31, 2009 and December 31,
2008, respectively.

At December 31, 2009, our loan interest rate sensitivity was as follows:

(Dollars in thousands) Maturity and/or Re-pricing Period
1to5S
1to5 years >5 years >5 years
<1 year <1 year years Adjustable Fixed Adjustable
Total Fixed Adjustable Fixed Rate Rate Rate Rate
Commercial ................... $ 117,349 $§ 39880 § 47,293 $ 10,346 $ 6,111 § 13,004 § 715
Residential real estate .... 205,749 25,810 107,358 1,190 46,279 25,112 —
Commercial real estate... 290,014 45,021 85,867 102,590 37,742 18,794 —
Commercial and land
development............... 55,689 39,528 11,822 4,339 — —

Consumer and other....... 12,039 9,485 1,359 1,027 168 — —
Total loans ..........ccecue.n. $ 680,840 $ 159,724 $§ 253,699 $ 119492 § 90,300 $§ 56910 $ 715

As shown in the table above, a majority of our loan portfolio has either adjustable rates or shorter maturity terms.

Real Estate Loans

Real Estate Loans — Commercial

Through our Business Banking division and SBA division, our commercial real estate loan portfolio includes loans secured
by office buildings, warehouses, retail stores and other properties, which are primarily located in or near our markets.
Commercial real estate loans are generally originated in amounts up to 80% of the appraised value of the property securing
the loan. In determining whether to originate or purchase multi-family or commercial real estate loans, we consider such
factors as the financial condition of the borrower and the debt service coverage provided by the business enterprise, related
borrowing entities, and guarantors.
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Appraisals on properties securing commercial real estate loans originated by us are performed by an independent appraiser at
the time the loan is made and are reviewed internally by our Credit and Risk Management division. In addition, our
underwriting procedures generally require verification of the borrower’s credit history, income and financial condition,
banking relationships, references and income projections for the property. We generally obtain personal guarantees for our
commercial real estate loans.

Real Estate Loans — Residential

We originate a mix of fixed rate and adjustable rate residential mortgages. Lending officers contact local builders, realtors,
government officials, community leaders, and other groups to determine the residential credit needs of the communities we
serve.

We primarily offer adjustable rate mortgages, which are commonly referred to as ARMs, and maintain these ARMs in our
portfolio or sell the ARMs in the secondary market. The ability to retain ARMs in the portfolio will also from time to time
allow us the opportunity to originate loans to borrowers who may not meet the underwriting criteria of strict secondary
market standards but are still reasonable credit risks. These types of loans are generally referred to as Alt-A loans. We also
originate fixed rate loans from within our primary service area. The majority of fixed rate loans are sold in the secondary
mortgage market.

Our ARMs generally have interest rates that adjust annually at a margin over the weekly average yield on U.S. Treasury
securities published by the Federal Reserve, adjusted to a constant maturity of one year. The maximum interest rate
adjustment of our ARMs are generally 2% annually and 6% over the life of the loan, above or below the initial rate on the
loan.

We embrace written, non-discriminatory underwriting standards for use in the underwriting and review of every loan
considered for origination or purchase. Our board of directors reviews and approves these underwriting standards annually.
Our underwriting standards for residential mortgage loans generally conform to standards established by Fannie Mae and
Freddie Mac. Our underwriters and secondary market buyers obtain or review each loan application to determine the
borrower’s ability to repay, and confirm significant information through the use of credit reports, financial statements,
employment and other verifications.

When originating a real estate mortgage loan, we obtain a new appraisal of the property from an independent third party to
determine the adequacy of the collateral, and the appraisal will be reviewed by one of the underwriters. Borrowers are
required to obtain casualty insurance and, if applicable, flood insurance in amounts at least equal to the outstanding loan
balance or the maximum amount allowed by law.

We require that a survey be conducted and title insurance be obtained, insuring the priority of our mortgage lien.
Underwriters review all loans to ensure that guidelines are met or that waivers are obtained in limited situations where
offsetting factors exist.

Construction - Residential and Commercial Real Estate Loans

The construction loan portfolio includes both residential real estate and commercial real estate projects. Generally,
construction loans have terms which match permanent financing offered by us. During the construction phase, the borrower
may pay interest only, which is typically funded with an interest reserve.

Through our Business Banking and Residential Lending division, we originate real estate construction loans to individuals
for the construction of their residences, as well as to builders and real estate developers for construction of one-to-four family
residences. Generally, these loans are offered on the same basis as other residential real estate loans. Our construction loans
typically have terms up to 18 months, and generally, the maximum loan-to-value ratio is 80%. The loan-to-cost maximum
ratio has been up to 90%.

We have construction loans on commercial real estate projects secured by industrial properties, office buildings or other
property. The majority of the projects are largely pre-sold, pre-leased, or owner-occupied. Following the construction phase,
loans will either be converted to permanent financing, paid off, or paid down with sales proceeds.

Land Loans

Our portfolio includes exposure to land development, both residential and commercial. Typically, Borrowers have or had
preliminary plans for development and were waiting for final plans to be completed to submit for construction financing. Due
to current adverse market conditions, original development plans for some financed projects may now be altered or on hold.
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The following chart illustrates the composition of our construction and land development loan portfolio as December 31,
2009, 2008 and 2007.

(Dollars in thousands) December 31,

2009 2008 2007
Construction Balance % Balance % Balance %
Residential.................... $ — —% 3 3,586 43% $ 2,522 4.5%
Residential Spec........... 9,938 17.8% 16,939 20.4% 14,076 24.9%
Commercial.................. 1,108 2.0% 20,349 24.5% 9,727 17.2%
Commercial Spec......... 3,259 5.8% 3,185 3.8% 4,502 8.0%
Land Development
Residential ................... 1,890 3.4% 2,076 2.5% 1,860 3.3%
Residential Spec........... 24,922 44.8% 17,561 21.1% 5,900 10.4%
Commercial.................. — —% 2,175 2.6% 5,740 10.1%
Commercial Spec......... 14,572 26.2% 17,290 20.8% 12,276 21.6%
Total ..cccvveeeeeeveeeniecenn, $ 55,689 100.0% $ 83,161 100.0% $ 56,603 100.0%

Approximately $1.1 million or 2% of the construction and land development loan portfolio at December 31, 2009 is part of
the Loss Share Agreements.

Consumer Loans

We originate consumer loans bearing both fixed and prime-based variable interest rates. We originate our loans directly
through our banking centers, business bankers and residential lenders.

We focus our consumer lending on the origination of direct second mortgage loans and home equity loans (secured by a
junior lien on residential real property), and home improvement loans. These loans are typically based on a maximum 80%
to 90% loan-to-value ratio. Second mortgage and home improvement loans generally will originate on either a line of credit
or a fixed term basis ranging from 5 to 15 years. We also extend personal loans, which may be secured by various forms of
collateral, both real and personal, or to a minimal extent, on an unsecured basis.

Commercial Loans

Through our Business Banking division, we focus on the commercial loan market comprised of small- to medium-sized
businesses with combined borrowing needs up to $20.0 million. These businesses include professional associations
(physicians, law firms, and accountants), medical services, retail trade, construction, transportation, wholesale trade,
manufacturing, and tourism-related service industries.

Our commercial loans are primarily derived from our market area and underwritten on the basis of the borrowers’ ability to
service such debt from recurring income. As a general practice, we will take as collateral a security interest in any available
real estate, equipment, or other assets, although such loans may also be made on an uncollateralized, but guaranteed, basis.
Short-term assets primarily secure collateralized working capital loans, whereas long-term assets primarily collateralize term
loans.

In certain situations, we use various loan programs sponsored by the SBA. Properly utilized, SBA loans can help to reduce
our loan portfolio risk and can generate non-interest income.

As part of the acquisition of Republic, we obtained an EXIM lending operation. Our EXIM lending operation makes loans to
companies that export U.S. goods and services to international markets and makes loans to foreign companies to facilitate the
purchase of U.S. goods. Loans made under this program are insured or guaranteed between 90% and 100% by the Export
Import Bank of the United States. At December 31, 2009, we had approximately $20 million in Exim loans.

Loan Administration and Underwriting

Through our Credit and Risk Management division, we use our loan origination underwriting procedures to assess both the
borrower’s ability to make principal and interest payments and the value of the collateral securing the loan. Our Credit and
Risk Management division is responsible for a battery of management and board risk management monitoring and for
reporting to various management and board committees. Given our emphasis on business purpose lending, our loans may be
viewed as involving a higher degree of credit risk than is the case with banks that might focus on long-term residential
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mortgage loans, where greater emphasis is placed on collateral values. To manage this risk, we have adopted written loan
policies and procedures, and our loan portfolio is administered under a defined process. That process includes guidelines for
loan underwriting standards and risk assessment, procedures for loan approvals, loan grading, ongoing identification and
management of credit deterioration and portfolio reviews to assess loss exposure and to test compliance with our credit
policies and procedures.

Our Board of Directors has approved set levels of lending authority to the Management Loan Committee, as well as limited
authority for certain officers based on the loan amount, the proposed use of proceeds, and the secured or unsecured status of a
loan. All use of delegated loan authorities are preceded by a determination of the worthiness of the loan request by the Credit
and Risk Management division. Typically, the Management Loan Committee reviews loan requests and if a particular
request exceeds the loan authority limits delegated to this committee, these requests, if approved, are presented to 1st United
Bank’s Board Loan Committee for final approval.

Before and after loan closing, our loan operations personnel review all loans for adequacy of documentation and compliance
with regulatory requirements. Our loan review personnel analyze loans over certain size thresholds, problem loans and loans
with certain loan quality ratings to ensure that appropriate credit risk ratings are assigned and ultimately to assist in
determining the adequacy of the allowance for loan losses.

Loan Quality

Management seeks to maintain a high quality of loans through sound underwriting and lending practices. As of December 31,
2009 and 2008, approximately 81.0% and 79.7%, respectively, of the total loan portfolio was collateralized by commercial
and residential real estate mortgages.

Unlike residential mortgage loans, which generally are made on the basis of the borrower’s ability to repay from employment
and other income and which are collateralized by real property whose value tends to be more readily ascertainable, non-real
estate secured commercial loans typically are underwritten on the basis of the borrower’s ability to make repayment from the
cash flow of its business and generally are collateralized by a variety of business assets, such as accounts receivable,
equipment and inventory. As a result, the availability of funds for the repayment of commercial loans may be substantially
dependent on the success of the business itself, which is subject to adverse conditions in the economy. Commercial loans are
generally repaid from operational earnings, collection of rent or conversion of assets. Commercial loans also entail certain
additional risks since they usually involve large loan balances to single borrowers or a related group of borrowers, resulting
in a more concentrated loan portfolio. Further, the collateral underlying the loans may depreciate over time, cannot be
appraised with as much precision as residential real estate, and may fluctuate in value based on the success of the business.

Loan concentrations are defined as amounts loaned to a number of borrowers engaged in similar activities, which would
cause them to be similarly impacted by economic or other conditions. We, on a routine basis, monitor these concentrations in
order to consider adjustments in our lending practices to reflect economic conditions, loan-to-deposit ratios, and industry
trends. As of December 31, 2009 and 2008, no concentration of loans within any portfolio category to any group of
borrowers engaged in similar activities or in a similar business (other than noted below) exceeded 10.0% of total loans,
except that as of such dates loans collateralized with mortgages on real estate represented 80% and 79.7%, respectively, of
the loan portfolio and were to borrowers in varying activities and businesses. We develop and maintain profitable business
relationships with custom residential homebuilders primarily in Palm Beach, Miami-Dade and Broward Counties and to a
lesser extent in surrounding markets. Business banking provides loan facilities to qualified custom homebuilders to support
the construction of speculative and pre-sold custom one-to-four family residences, as well as lot acquisition loans, guidance
lines of credit and for commercial real estate. For purposes of safety and soundness, we have established a self imposed limit
of up to 20.0% of the loan portfolio in speculative one-to-four family residences to such qualified homebuilders and a limit of
up to 15.0% in speculative commercial real estate loans. At December 31, 2009, we had exposure of 4.6% and 6.1%,
respectively, of total loans related to residential and commercial loans in the program, as compared to 9.8% and 8.4%,
respectively, at December 31, 2008, of total loans related to the residential and commercial loans in the program.

Generally, interest on loans accrues and is credited to income based upon the principal balance outstanding. It is
management’s policy to discontinue the accrual of interest income and classify a loan as non-accrual when principal or
interest is past due 90 days or more unless, in the determination of management, the principal and interest on the loan are
well collateralized and in the process of collection. Consumer installment loans are generally charged-off after 90 days of
delinquency unless adequately collateralized and in the process of collection. Loans are not returned to accrual status until
principal and interest payments are brought current and future payments appear reasonably certain. Interest accrued and
unpaid at the time a loan is placed on non-accrual status is charged against interest income.
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Real estate acquired by us as a result of foreclosure or by deed in licu of foreclosure is classified as other real estate owned
(“OREO”). OREO properties are recorded at the lower of cost or fair value less estimated selling costs, and the estimated
loss, if any, is charged to the allowance for credit losses at the time it is transferred to OREO. Further write-downs in OREO
are recorded at the time management believes additional deterioration in value has occurred and are charged to non-interest
expense. We had $635,000 of OREO property as of December 31, 2009, of which $270,000 was sold subsequent to
December 31, 2009 at an $11,000 gain. There were no OREOQ properties at December 31, 2008.

We have identified certain assets as risk elements. These assets include non-accruing loans, foreclosed real estate, loans that
are contractually past due 90 days or more as to principal or interest payments and still accruing, and troubled debt
restructurings. All non-accruing loans and loans accruing 90 days or more are considered impaired and included in our
substandard classification. These assets present more than the normal risk that we will be unable to eventually collect or
realize their full carrying value. Our risk elements at December 31, 2009, 2008, 2007, 2006 and 2005 are as follows:

(Dollars in thousands) December 31, 2009 December 31,
Assets Not Assets
Subject to Subject to
Loss Share Loss Share

Agreements  Agreements Total 2008 2007 2006 2005
Non-Accrual Loans
Residential $ 469 § 3,094 $ 3,563 $ — $ — 3 — 3 —
Home Equity Lines — — — 324 — — —
Commercial Real Estate 8,566 1,075 9,641 6,792 — 27 —
Construction and Land
Development 5,258 — 5,258 — — — —
Commercial and Industrial 717 118 835 1,433 192 1,085 —
Other — — — — — — 839
Total $ 15010 $ 4287 § 19,297 $ 8,549 §$ 192 § 1,112 § 839
Accruing => 90 days past due
Residential  $ — — 3 — $ 2,059 $ 87 $ — —
Home Equity Lines — — — — — — —
Commercial Real Estate — — — — — — 541
Construction and Land
Development — — — — — -— —
Commercial and Industrial 54 — 54 — — — —
Other — — — — — — —
Total § 54§ — 3 54 $ 2,059 § 87 $ — 541
Total non-accruing loans  $ 15,010 §$ 4287 $ 19,297 $ 8,549 $ 192 $ 1,112 $ 839
Accruing => 90 days past due 54 — 54 2,059 87 — 541
Foreclosed real estate 635 — 635 — — —
Total non-performing assets 15,699 4,287 19,986 10,608 279 1,112 1,380
Trouble debt restructured loans 1,990 - 1,990 e — — —
Total non-performing assets and
restructured loans  $ 17,689 $ 4,287 $§ 21976 $ 10,608 $ 279 $ 1,112 $ 1,380
Ratios
Total non-accruing loans to total
loans 2.20% .63% 2.83% 1.76% 0.10% 0.44% 0.72%
Total non-performing assets to
total assets 1.55% A42% 1.97% 1.72% 0.07% 0.33% 0.56%

Total non-performing assets and
troubled debt restructured
loans to total assets 1.74% A42% 2.16% 1.72% 0.07% 0.33% 0.56%
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Non-Accrual Loans Not Subject to Loss Share Agreements

Partial
Charge-offs
Contractual through Balance Specific Allocation
Balance of Non- December 31, December 31, of Allowance for
Accrual Loans 2009 2009 Loan Losses

Residential ........ccoovvveeevereeceerineennne, $ 469 $ — 469 $ —
Commercial real estate........ccceeunenne. 10,691 2,125 8,566 1,741
Construction and land development... 5,258 — 5,258 417
Commercial and industrial................. 907 190 717 253

$ 17,325 § 2,315 $ 15,010 § 2,411

Since December 31, 2008, approximately $9.2 million in assets classified as non-performing assets at that time were paid off
or brought current. Approximately $2.1 million were charged off, and approximately $16.3 million were added (excluding
assets acquired in the Republic transaction) to non-accrual during the year. Subsequent to December 31, 2009, we had
$875,000 in non-accrual loans under contract with no additional loss anticipated and $270,000 in foreclosed real estate was
sold at an $11,000 gain. The $4.3 million in non performing assets acquired in the Republic transaction are all covered under
the Loss Share Agreements and we do not expect any additional future losses on these assets. Significant loans included in
non-accrual loans not covered by Loss Share Agreements at December 31, 2009 include: $2.9 million secured by
commercial land in Broward County, Florida (appraised at November 2009 at $3.8 million), $2.2 million secured by new
commercial office/warehouse property in Broward County, Florida (appraised January 2010 at $2.5 million), $2 million
participation loan secured by land in Orlando, Florida (pro rata portion appraised November 2009 at $1.8 million), $1.8
million secured by commercial building in Broward County, Florida (appraised at June 2009 at $1.5 million), $1.7 million
secured by an office building in Boca Raton, Florida (appraised January 2010 at $1.8 million) and an $810,000 loan on an
office building, on which a contract has been executed and which is anticipated to close in the first quarter of 2010. The
remaining 14 non-accrual loans are each under $750,000. We have specific reserves included in the allowance for loan losses
of $2.3 million for potential loan losses to non-accrual loans that are not covered by Loss Share Agreements. We continue to
aggressively work to resolve each of these loans.

Delinquent Loans
(Dollars in thousands)

Non-Accrual and

90 day accruing
Accruing 60-89 and Over Total
Number Amount Number Amount Number Amount
As of December 31, 2009
Residential........... 3 3 241 24§ 3,563 27 $ 3,804
Home Equity Lines.......... — — — — — —
Commercial Real Estate........... 7 5,384 14 9,641 21 15,025
Construction and Land........... 1 2,150 3 5,258 4 7,408
Commercial and Industrial .......... 3 1,047 16 889 19 1,936
Other.......... — — — — — —
Total .......... 14 § 82822 57 $ 19,351 71 $ 28,173

Included in the accruing 60 - 89 category are 8 loans with a carrying value of $3.9 million, and in the non-accrual and 90 day
and over category are 35 loans with a carrying value of $4.0 million, which are subject to the Loss Share Agreements.
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Non-Accrual and
Accruing 60-89 90 day and Over Total
Number Amount Number Amount Number Amount

As of December 31, 2008
Residential........... 1 3 248 1§ 2,05 2§ 2307
Equity Lines.......... 1 286 1 324 2 610
Commercial Real Estate........... 2 37 6 6,792 8 6,829
Construction and Land.......... 1 2,000 — — 1 2,000
Commercial and Industrial........... 3 120 6 1,433 9 1,553
Other.......... 1 220 — — 1 220
Total.......... 9 $ 2911 14 $ 10,608 23 $ 13,519
Impaired Loans
December 31, December 31,
2009 2008
Loans with no allocated allowance for 1oan 10SS€S .........oeveeveevreeeennn, $ 5900 § 6,740
Loans with allocation for 10an 10SSES .........cocveveevereeeveeeieereeeeeeeeeeenns 11,100 7,113
Total ImPaired ........cccccveerinreineeieieeeee e, $ 17,000 $ 13,853
Amount of allowance for loan losses allocated ........cooovvevveeeveeeerverennn, $ 2,611 % 1,522

All non-accrual loans and troubled debt restructurings are included in impaired loans.

We had no troubled debt restructurings as of December 31, 2008, 2007, 2006, or 2005. At December 31, 2009, we had
approximately $2.0 million of loans classified as troubled debt restructurings that are performing in accordance with the
restructured terms.

During the years ended December 31, 2009, 2008, 2007, 2006, and 2005, interest income not recognized on non-accrual
loans (but would have been recognized if these loans were current) was approximately $436, $338, $65, $75, and $20,
respectively (dollars in thousands).

Allowance for Loan Losses

At December 31, 2009, the allowance for loan losses was $13.3 million or 1.95% of total loans. At December 31, 2009, no
portion of the allowance for loan losses related to the approximately $198.6 million of loans covered under the Loss Share
Agreements. At December 31, 2008, the allowance for loan losses was $5.8 million or 1.19% of total loans. In originating
loans, we recognize that credit losses will be experienced and the risk of loss will vary with, among other things: general
economic conditions; the type of loan being made; the creditworthiness of the borrower over the term of the loan; and, in the
case of a collateralized loan, the quality of the collateral for such a loan. The allowance for loan losses represents our
estimate of the allowance necessary to provide for probable incurred losses in the loan portfolio. In making this
determination, we analyze the ultimate collectability of the loans in our portfolio, feedback provided by internal loan staff,
the independent loan review function and information provided by examinations performed by regulatory agencies.

On a quarterly basis, management reviews the adequacy of the allowance for loan losses. Commercial credits are graded by
risk management and the loan review function validates the assigned credit risk grades. In the event that a loan is
downgraded, it is included in the allowance analysis at the lower grade. To establish the appropriate level of the allowance,
we review and classify a sample of loans (including all impaired and nonperforming loans) as to potential loss exposure.

Our analysis of the allowance for loan losses consists of three components: (i) specific credit allocation established for
expected losses resulting from analysis developed through specific credit allocations on individual loans for which the
recorded investment in the loan exceeds the fair value; (ii) general portfolio allocation based on historical loan loss
experience for each loan category; and (iii) qualitative reserves based on general economic conditions as well as specific
economic factors in the markets in which we operate.

The specific credit allocation component of the allowance for loan losses is based on a regular analysis of loans where the
internal credit rating is at or below the substandard classification and the loan is determined to be impaired as determined by
management. The amount of impairment, if any, is determined based on either the present value of expected future cash
flows discounted at the loan’s effective interest rate, the market price of the loan, or, if the loan is collateral dependent, the
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fair value of the underlying collateral less cost of sale. A loan may also be classified as substandard and not be classified as
impaired by management. The allowance for these loans is calculated based on historical charge-offs for the substandard
loan categories combined with specifically evaluating the underlying credit and collateral of each loan. A loan may be
classified as substandard by management if, for example, the primary source of repayment is insufficient, the financial
condition of the borrower and/or guarantors has deteriorated or there are chronic delinquencies.

Substandard loans December 31, 2009
Loans Not Subject Loans Subject
(Dollars in thousands) to Loss Share to Loss Share December 31,
Agreements Agreements Total 2008
Substandard — Impaired ..........ccccoeceenene. $ 17,000 $ — 3 17,000 $ 8,549
Substandard — Not Impaired ................... 38,296 21,656 59,952 20,404
Total Loans Classified as Substandard ... $ 55,296 % 21,656 $ 76,952 § 28,953

All non-accrual loans, troubled debt restructurings and acquired loans which we assessed at the time of acquisition to be
improbable of collecting all contractual, required payments are included in substandard loans.

The total of substandard loans, which include all impaired loans, non-accrual loans, troubled debt restructurings and loans
acquired in the Republic transaction, Equitable Merger and Citrus Acquisition, for which we assessed at the time of
acquisition to be improbable of collecting all contractually required payments, totaled $77.0 million at December 31, 2009
and $29.0 million at December 31, 2008. Included in the $77.0 million in substandard are $19.8 million (net of non-
accretable discount of $16.5 million and accretable discount of $3.2 million) acquired in the Republic transaction which we
assessed at the time of acquisition to be improbable of collecting all contractually, required payments, of which $4.3 million
are non-accrual, all of which are covered by the Loss Share Agreements and management does not expect any additional
losses. In addition, at December 31, 2009, we identified approximately $17.0 million (or 2.5% of total loans) in loans we
have classified as impaired which are included in our substandard classification. This compares to $13.9 million or 2.9% of
total loans at December 31, 2008. At December 31, 2009 and December 31, 2008, the specific credit allocation included in
the allowance for loan losses for loans impaired was approximately $2.6 million and $1.5 million, respectively.
Approximately $6.2 million of loans acquired in the Equitable Merger and Citrus Acquisition, which we assessed at the time
of acquisition to be improbable of collecting all contractually required payments, are included in the substandard
classification at December 31, 2009, as compared to $15.1 million at December 31, 2008. Of these loans, $4.7 million at
December 31, 2009 and $0 at December 31, 2008 are included in non-accrual loans and were considered impaired at
December 31, 2009.

We determine the general portfolio allocation component of the allowance for loan losses statistically using a loss analysis
that examines historical loan loss experience adjusted for current environmental factors. We perform the loss analysis
quarterly and update loss factors regularly based on actual experience. The general portfolio allocation element of the
allowance for loan losses also includes consideration of the amounts necessary for concentrations and changes in portfolio
mix and volume.

We also have loans classified as Special Mention. We classify loans as Special Mention if there are declining trends in the
borrower’s business, questions regarding condition or value of the collateral and other weaknesses. At December 31, 2009,
we had $24.0 million (4.8% of outstanding loans) in the Special Mention category which compares to $13.3 million (2.7% of
outstanding loans) at December 31, 2008. If there is further deterioration on these loans they may be classified substandard
in the future, and depending on the fair value of the loan a specific credit allocation may be needed resulting in increased
provisions for loan losses.

We base the allowance for loan losses on estimates and ultimate realized losses may vary from current estimates. We review
these estimates quarterly, and as adjustments, either positive or negative, become necessary, we make a corresponding
increase or decrease in the provision for loan losses. The methodology used to determine the adequacy of the allowance for
loan losses is consistent with prior years and there were no reallocations.

Management remains watchful of credit quality issues. Should the economic climate deteriorate from current levels,
borrowers may experience difficulty repaying loans and the level of non-performing loans, charge-offs and delinquencies
could rise and require further increases in loan loss provisions.
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During the years ended December 31, 2009, 2008, 2007, 2006, and 2005, the activity in our allowance for loan losses was as
follows:

(Dollars in thousands) Year ended December 31,

2009 2008 2007 2006 2005
Balance at beginning of period.........cccoceevevereereiinenens $ 5799 $§ 2,070 $ 2,149 $ 1,893 $ 1,328
Provision charged to eXpense ..........ccoccevvevverveerrereennnnn 13,240 1,910 145 181 194
Effect of acquisition..........cceevveeeierieiiieneeneesieeie e —_ 2,731 — — s
CRATZE-OFES ... es e eees e (5,788) (915) (502) (73) (15)
RECOVETIES ...oeiiiiiiiiciiiieiite et ere e sn e 31 3 278 148 386
Balance at end of period .......c.cccoevvvircirrenieenrireenen, $13282 § 5799 § 2070 $ 2149 $ 1,893
Net charge-offs (recoveries) /average total loans......... 1.14% 0.21% 0.08% (0.03)% 0.27)%

The following table reflects the allowance allocation per loan category and percent of loans in each category to total loans for
the periods indicated:

(Dollars in thousands) December 31,
2009 2008 2007 2006 2005
Amount % Amount % Amount % Amount % Amount %

Commercial loans......... $ 3,415 17% $ 1,870 19% $ 636 20% $ 1,101 20§ 1,044 21%
Real estate loans .......... 8,973 81% 3,807 79% 1,165 77% 1,012 79 737 75%
Consumer loans ........... 232 2% 16 2% 48 3% 36 1 55 4%
Other......ccccoveeveerrennne. 662 — 106 — 221 — —_ = 57 —

Total .....ocovveerrennne, $ 13,282 100% $ 5,799 100% $ 2,070 100% $ 2,149 100 $ 1,893 100%

The following tables reflect charge-offs and recoveries per loan category:

(Dollars in thousands) December 31,
2009 2008 2007 2006 2005
Charge- Charge- Charge- Charge- Charge-

Offs Recoveries offs Recoveries Offs  Recoveries offs Recoveries offs Recoveries
Real estate......ovvverecrerenreerernennne $ 4,199 § 2§ 671 8% — § — § 263 $ — $ 18 3 — § 325
Commercial ................... 1,549 27 244 3 502 15 62 119 15 61
Consumer and others 40 2 — — — — 11 11 — —
Totaleeeeeeeeieeieeceeeeerereeeae $§ 5,788 § 31 § 915 % 38 5028 278 $ 73 3 148 § 15 8 386

Net charge-offs for the year ended December 31, 2009 were approximately $5.8 million compared to $913,000 for the year
ended December 31, 2008. Approximately $2.1 million of the charge-offs were the result of a sale or pending sale of the
loan or collateral, approximately $1.7 million of the charge-offs were a result of estimated partial losses on non-accrual loans
as of December 31, 2009 based on the net realizable value of the collateral, and the remainder generally included 100%
charge-offs of commercial loans with minimum collateral, home equity loans and consumer loans.

Deposits

We maintain and enhance a full range of deposit accounts to meet the needs of the residents and businesses in our primary
service area. Products include an array of checking account programs for individuals and small businesses, including money
market accounts, certificates of deposit, IRA accounts, and sweep investment capabilities. We seek to make our services
convenient to the community by offering 24-hour ATM access at some of our facilities, access to other ATM networks
available at other local financial institutions and retail establishments, telephone banking services to include account inquiry
and balance transfers and courier service to certain customers who meet minimum qualifications. We also take advantage of
the use of technology by allowing our customers banking access via the Internet and various advanced systems for cash
management for our business customers. The rapid decline in the price of technology is now allowing smaller banks the
ability to offer many of the sophisticated products previously only available to customers of large banks. It is our strategy to
have a mix of core deposits, which favors non-interest bearing deposits in the range of 15% to 25% of total deposits with
time deposits comprising 50% or less of total core deposits. This strategy, to be successful, requires high levels of
relationship banking supported by strong distribution and product strategies. In addition, at December 31, 2009, we had
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approximately $230 million in deposits to foreign nationals banking in the United States which were assumed as part of the

Republic transaction.

As of December 31, 2009, 2008, and 2007, the distribution by type of our deposit accounts was as follows:

(Dollars in thousands)

December 31,

2009 2008 2007

Average Avg Average Avg Average Avg

Balance Rate Balance Rate Balance Rate
Noninterest bearing accounts....... $ 108,716 $ 93,451 $ 66,101
Interest bearing accounts
NOW accounts .......ccoeveevreeereeereennens $ 63,150 0.24% $ 47,851 095% § 35,722 1.80%
Money market accounts................... 105,755 1.00% 92,959 1.94% 64,984 3.74%
Savings accounts .........cceceeerervenne. 14,842 0.65% 9,585 0.72% 3,010 0.33%
Certificates of deposit..........c.eeueuee. 183,550 2.84% 157,601 3.72% 79,520 5.25%
Total interest bearing deposits......... $ 367,297 1.77% $ 307,996 2.66%  § 183,236 3.96%
Average total deposits ..........ccceeuuee. $ 476,013 1.37% $ 401,447 2.04%  $ 249,337 2.91%

As of December 31, 2009, certificates of deposit of $100,000 or more mature as follows:

(Dollars in thousands) Weighted
Amount Average Rate
Up to 3 months.......ccoeevvrrereeoereerenenen, $ 72,598 1.93%
3t0 6 mMONthS..coeveieeiiiiericreeeeee, 37,328 1.81%
6t0 12monthS...cocoevveveieeeeeveeieieneeeeen, 76,589 1.93%
Over 12months........ccoovvieviiieiireeeen, 26,151 2.49%
$ 212,666 1.98%

Maturity terms, service fees and withdrawal penalties are established by us on a periodic basis. The determination of rates
and terms is predicated on funds acquisition and liquidity requirements, rates paid by competitors, growth goals and federal

regulations.

Borrowings

The following tables reflect borrowing activity for the years ended December 31, 2009, 2008, and 2007.

(Dollars in thousands) December 31, 2009 December 31, 2008
Avg Avg
Weighted YTD Rate Weighted YTD Rate
Actual Avg Rate Avg Paid Actual Avg Rate Avg Paid
Repurchase agreements ..... $ 22,343 0.23% $ 13,563 023% $ 18,129 0.29%$ 19,038 0.92%
Fed Funds purchased......... — — 768 0.91% — — 1,023 2.74%
FHLB advances ................. 5,000 4.60% 28,751 1.30% 56,013 1.08% 37,654 2.50%
Other borrowings............... 5,091 6.59% 5,181 6.32% 5,250 6.49% 3,899 6.49%
Total oo $ 32,434 § 48,263 $ 79,392 § 61,614
December 31, 2007
Avg
Weighted YTD Rate
Actual Avg Rate Avg Paid
Repurchase agreements............. $ 27,509 239% $ 17,836 3.78%
Fed Funds purchased................. — —% 1,809 5.75%
FHLB advances.......cccceeevennnn... 20,000 4.63% 27,107 5.30%
Total .covveeieieeeieecieeeee e $ 47,509 $ 46,752 —
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Maximum balance at any given month end during the periods of analysis is reflected in the following tables:

December 31,

(Dollars in thousands) 2009 2008 2007

Maximum Balance at Maximum Balance at Maximum Balance

any month-end any month-end at any month-end

Repurchase agreements................... $ 22,343 Dec-09 $ 23,438 Jan-08 § 27,537 Jan-07
Fed Funds purchased....................... 6,032 Aug-09 6,301 Aug-08 7,819 May-07
FHLB advances...........coccvevevvevennnn. 40,000 Mar-09 56,013 Dec-08 30,500 Feb-07
Other borrowings ..............ccocvene.. 5,500 Jan-09 5,500 Jul-08 —

Competition

Commercial banking in Florida, including our market, is highly competitive, due in large part to Florida’s profile of
population growth and wealth. Our market contains not only community banks, but also significant numbers of the country’s
largest commercial and wealth management/trust banks.

Interest rates, both on loans and deposits, and prices of fee-based services are significant competitive factors among financial
institutions generally. Other important competitive factors include office location, office hours, the quality of customer
service, community reputation, continuity of personnel and services, and, in the case of larger commercial customers, relative
lending limits and the ability to offer sophisticated cash management and other commercial banking services. Many of our
larger competitors have greater resources, broader geographic markets, more extensive branch networks, and higher lending
limits than we do. They also can offer more products and services and can better afford and make more effective use of media
advertising, support services and electronic technology than we can.

Our largest competitors in the market include Bank of America, SunTrust Bank, Wells Fargo, BB&T, PNC, Citigroup, and
Regions Financial, and these institutions capture the majority of the deposits. According to data provided by the FDIC, as of
June 30, 2009, the latest date for which data was publicly available, our market share, on a pro forma basis, was less than 2%
in each county where we operate. We believe that community banks can compete successfully by providing personalized
service and making timely, local decisions and thus draw business away from larger institutions in the market. We also
believe that further consolidation in the banking industry is likely to create additional opportunities for community banks to
capture deposits from affected customers who may become dissatisfied as their financial institutions change ownership. In
addition, we believe that the continued growth of our banking markets affords us an opportunity to capture new deposits from
new residents.

Seasonali

We do not believe our base of business to be seasonal in nature.

Marketing and Distribution

In order to market our deposit products, we use local print advertising and provide sales incentives for our employees and
offer special events to generate customer traffic.

Our Board of Directors and management team realize the importance of forging partnerships within the community as a
method of expanding our customer base and serving the needs of our community. In this regard, we are an active participant
in various community activities and organizations. Participation in such events and organizations allows management to
determine what additional products and services are needed in our community as well as assisting in our efforts to determine
credit needs in accordance with the Community Reinvestment Act.

Website Access to Our Reports

Our Internet website is www.1stunitedbankfl.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K, including any amendments to those reports filed or furnished pursuant to section 13(a) or 15(d),
and reports filed pursuant to Sections 16, 13(d), and 13(g) of the Exchange Act, are available free of charge through our
website as soon as reasonably practicable after they are electronically filed with, or furnished to, the Securities and Exchange
Commission. The information on our website is not incorporated by reference into this report.
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Regulatory Considerations

We must comply with state and federal banking laws and regulations that control virtually all aspects of our operations.
These laws and regulations generally aim to protect our depositors, not necessarily our shareholders or our creditors. Any
changes in applicable laws or regulations may materially affect our business and prospects. Proposed legislative or regulatory
changes may also affect our operations. The following description summarizes some of the laws and regulations to which we
are subject. References to applicable statutes and regulations are brief summaries, do not purport to be complete, and are
qualified in their entirety by reference to such statutes and regulations.

Regulatory Reform

On June 17, 2009, the U.S. Treasury Department released a white paper entitled “Financial Regulatory Reform—A New
Foundation: Rebuilding Financial Regulation and Supervision,” which outlined the current administration’s plan to make
extensive and wide ranging reforms to the U.S. financial regulatory system. The plan contains proposals to, among other
things, (i) create a new financial regulatory agency called the Consumer Financial Protection Agency, (ii) enhance
supervision and regulation of securitization markets, (iii) dispose of the interstate branching framework of the Riegle-Neal
Interstate Banking and Branching Efficiency Act of 1994 (the “Interstate Banking Act”) by giving national and state-
chartered banks the unrestricted ability to branch across state lines, (iv) establish strengthened capital and prudential
standards for banks and bank holding companies, (v) increase supervision and regulation of large financial firms, and (vi)
create an Office of National Insurance within the U.S. Treasury Department.

On December 10, 2009, the U.S. House of Representatives approved “The Wall Street Reform and Consumer Protection
Act,” which included some of the U.S. Treasury Department’s proposed reforms. The House bill provides for, among other
things, (i) the creation of the Consumer Financial Protection Agency, (ii) reforming mortgage lending and predatory lending
practices, (iii) increased supervision and regulation of large financial firms, (iv) the creation of a federal insurance office, and
(v) executive compensation reform.

We are unsure of what regulatory reforms, if any, will be adopted. Thus, this “Regulatory Considerations” section discusses
what we believe to be the most significant laws we currently face without regard to the impact of these significant, but not yet
adopted, reforms.

The Company

Bancorp is registered with the Board of Governors of the Federal Reserve System (the “Federal Reserve™) as a financial
holding company under the Gramm-Leach-Bliley Act and is registered with the Federal Reserve as a bank holding company
under the Bank Holding Company Act of 1956. As a result, we are subject to supervisory regulation and examination by the
Federal Reserve. The Gramm-Leach-Bliley Act, the Bank Holding Company Act, and other federal laws subject financial
holding companies to particular restrictions on the types of activities in which they may engage, and to a range of supervisory
requirements and activities, including regulatory enforcement actions for violations of laws and regulations.

Permitted Activities.

The Gramm-Leach-Bliley Act modernized the U.S. banking system by (i) allowing bank holding companies that qualify as
“financial holding companies” to engage in a broad range of financial and related activities; (i1) allowing insurers and other
financial service companies to acquire banks; (iii) removing restrictions that applied to bank holding company ownership of
securities firms and mutual fund advisory companies; and (iv) establishing the overall regulatory scheme applicable to bank
holding companies that also engage in insurance and securities operations. The general effect of the law was to establish a
comprehensive framework to permit affiliations among commercial banks, insurance companies, securities firms, and other
financial service providers. Activities that are financial in nature are broadly defined to include not only banking, insurance,
and securities activities, but also merchant banking and additional activities that the Federal Reserve, in consultation with the
Secretary of the Treasury, determines to be financial in nature, incidental to such financial activities, or complementary
activities that do not pose a substantial risk to the safety and soundness of depository institutions or the financial system
generally.

In contrast to financial holding companies, bank holding companies are limited to managing or controlling banks, furnishing
services to or performing services for its subsidiaries, and engaging in other activities that the Federal Reserve determines by
regulation or order to be so closely related to banking or managing or controlling banks as to be a proper incident thereto.
Except for the activities relating to financial holding companies permissible under the Gramm-Leach-Bliley Act, these
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restrictions will apply to us. In determining whether a particular activity is permissible, the Federal Reserve must consider
whether the performance of such an activity reasonably can be expected to produce benefits to the public that outweigh
possible adverse effects. Possible benefits include greater convenience, increased competition, and gains in efficiency.
Possible adverse effects include undue concentration of resources, decreased or unfair competition, conflicts of interest, and
unsound banking practices. Despite prior approval, the Federal Reserve may order a bank holding company or its subsidiaries
to terminate any activity or to terminate ownership or control of any subsidiary when the Federal Reserve has reasonable
cause to believe that a serious risk to the financial safety, soundness or stability of any bank subsidiary of that bank holding
company may result from such an activity.

Changes in Control,

Subject to certain exceptions, the Bank Holding Company Act and the Change in Bank Control Act, together with the
applicable regulations, require Federal Reserve approval (or, depending on the circumstances, no notice of disapproval) prior
to any person or company acquiring “control” of a bank or bank holding company. A conclusive presumption of control
exists if an individual or company acquires the power, directly or indirectly, to direct the management or policies of an
insured depository institution or to vote 25% or more of any class of voting securities of any insured depository institution. A
rebuttable presumption of control exists if a person or company acquires 10% or more but less than 25% of any class of
voting securities of an insured depository institution and either the institution has registered securities under Section 12 of the
Securities Exchange Act of 1934 or as we will refer to as the Exchange Act, or no other person will own a greater percentage
of that class of voting securities immediately after the acquisition. Our common stock is registered under Section 12 of the
Exchange Act.

The Federal Reserve Board maintains a policy statement on minority equity investments in banks and bank holding
companies, that permits investors to (1) acquire up to 33 percent of the total equity of a target bank or bank holding company,
subject to certain conditions, including (but not limited to) that the investing firm does not acquire 15 percent or more of any
class of voting securities, and (2) designate at least one director, without triggering the various regulatory requirements
associated with control.

As a bank holding company, we are required to obtain prior approval from the Federal Reserve before (i) acquiring all or
substantially all of the assets of a bank or bank holding company, (ii) acquiring direct or indirect ownership or control of
more than 5% of the outstanding voting stock of any bank or bank holding company (unless we own a majority of such
bank’s voting shares), or (iii) merging or consolidating with any other bank or bank holding company. In determining
whether to approve a proposed bank acquisition, federal bank regulators will consider, among other factors, the effect of the
acquisition on competition, the public benefits expected to be received from the acquisition, the projected capital ratios and
levels on a post-acquisition basis, and the acquiring institution’s record of addressing the credit needs of the communities it
serves, including the needs of low and moderate income neighborhoods, consistent with the safe and sound operation of the
bank, under the Community Reinvestment Act of 1977.

Under Florida law, a person or entity proposing to directly or indirectly acquire control of a Florida bank must also obtain
permission from the Florida Office of Financial Regulation. Florida statutes define “control” as either (a) indirectly or
directly owning, controlling or having power to vote 25% or more of the voting securities of a bank; (b) controlling the
election of a majority of directors of a bank; (c) owning, controlling, or having power to vote 10% or more of the voting
securities as well as directly or indirectly exercising a controlling influence over management or policies of a bank; or (d) as
determined by the Florida Office of Financial Regulation. These requirements will affect us because 1st United Bank is
chartered under Florida law and changes in control of us are indirect changes in control of 1st United Bank.

Tying.

Bank holding companies and their affiliates are prohibited from tying the provision of certain services, such as extending
credit, to other services or products offered by the holding company or its affiliates, such as deposit products.

Capital; Dividends; Source of Strength.

The Federal Reserve imposes certain capital requirements on bank holding companies under the Bank Holding Company
Act, including a minimum leverage ratio and a minimum ratio of “qualifying” capital to risk-weighted assets. These
requirements are described below under “Capital Regulations.” Subject to its capital requirements and certain other
restrictions, we are able to borrow money to make a capital contribution to 1st United Bank, and such loans may be repaid
from dividends paid from 1st United Bank to us.
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The ability of 1st United Bank to pay dividends, however, will be subject to regulatory restrictions that are described below
under “Dividends.” We are also able to raise capital for contributions to 1st United Bank by issuing securities without having
to receive regulatory approval, subject to compliance with federal and state securities laws.

In accordance with Federal Reserve policy, we are expected to act as a source of financial strength to 1st United Bank and to
commit resources to support 1st United Bank in circumstances in which we might not otherwise do so. In furtherance of this
policy, the Federal Reserve may require a financial holding company to terminate any activity or relinquish control of a
nonbank subsidiary (other than a nonbank subsidiary of a bank) upon the Federal Reserve’s determination that such activity
or control constitutes a serious risk to the financial soundness or stability of any subsidiary depository institution of the bank
holding company. Further, federal bank regulatory authorities have additional discretion to require a financial holding
company to divest itself of any bank or nonbank subsidiary if the agency determines that divestiture may aid the depository
institution’s financial condition.

1% United Bank

1* United Bank is a banking institution that is chartered by and headquartered in the State of Florida, and it is subject to
supervision and regulation by the Florida Office of Financial Regulation. The Florida Office of Financial Regulation
supervises and regulates all areas of 1st United Bank’s operations including, without limitation, the making of loans, the
issuance of securities, the conduct of 1st United Bank’s corporate affairs, the satisfaction of capital adequacy requirements,
the payment of dividends, and the establishment or closing of banking centers. 1* United Bank is also a member bank of the
Federal Reserve System, which makes 1st United Bank’s operations subject to broad federal regulation and oversight by the
Federal Reserve. In addition, 1st United Bank’s deposit accounts are insured by the Federal Deposit Insurance Corporation
(“FDIC”) to the maximum extent permitted by law, and the FDIC has certain enforcement powers over 1st United Bank.

As a state chartered banking institution in the State of Florida, 1st United Bank is empowered by statute, subject to the
limitations contained in those statutes, to take and pay interest on, savings and time deposits, to accept demand deposits, to
make loans on residential and other real estate, to make consumer and commercial loans, to invest, with certain limitations, in
equity securities and in debt obligations of banks and corporations and to provide various other banking services for the
benefit of 1st United Bank’s customers. Various consumer laws and regulations also affect the operations of 1st United Bank,
including state usury laws, laws relating to fiduciaries, consumer credit and equal credit opportunity laws, and fair credit
reporting. In addition, the Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”) prohibits insured
state chartered institutions from conducting activities as principal that are not permitted for national banks. A bank, however,
may engage in an otherwise prohibited activity if it meets its minimum capital requirements and the FDIC determines that the
activity does not present a significant risk to the Deposit Insurance Fund.

Reserves.

The Federal Reserve requires all depository institutions to maintain reserves against some transaction accounts (primarily
NOW and Super NOW checking accounts). The balances maintained to meet the reserve requirements imposed by the
Federal Reserve may be used to satisfy liquidity requirements. An institution may borrow from the Federal Reserve Bank
“discount window” as a secondary source of funds, provided that the institution meets the Federal Reserve Bank’s credit
standards.

Dividends.

1* United Bank is subject to legal limitations on the frequency and amount of dividends that can be paid to us. The Federal
Reserve may restrict the ability of 1st United Bank to pay dividends if such payments would constitute an unsafe or unsound
banking practice. These regulations and restrictions may limit our ability to obtain funds from 1st United Bank for our cash
needs, including funds for acquisitions and the payment of dividends, interest, and operating expenses.

In addition, Florida law also places restrictions on the declaration of dividends from state chartered banks to their holding
companies. Pursuant to the Florida Financial Institutions Code, the board of directors of state chartered banks, after charging
off bad debts, depreciation and other worthless assets, if any, and making provisions for reasonably anticipated future losses
on loans and other assets, may quarterly, semi-annually or annually declare a dividend of up to the aggregate net profits of
that period combined with the bank’s retained net profits for the preceding two years and, with the approval of the Florida
Office of Financial Regulation and Federal Reserve, declare a dividend from retained net profits which accrued prior to the
preceding two years. Before declaring such dividends, 20% of the net profits for the preceding period as is covered by the
dividend must be transferred to the surplus fund of the bank until this fund becomes equal to the amount of the bank’s
common stock then issued and ouistanding. A state chartered bank may not declare any dividend if (i) its net income (loss)
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from the current year combined with the retained net income (loss) for the preceding two years aggregates a loss or (ii) the
payment of such dividend would cause the capital account of the bank to fall below the minimum amount required by law,
regulation, order or any written agreement with the Florida Office of Financial Regulation or a federal regulatory agency.

Insurance of Accounts and Other Assessments.

We pay our deposit insurance assessments to the Deposit Insurance Fund, which is determined through a risk-based
assessment system.

Our deposit accounts are currently insured by the Deposit Insurance Fund generally up to a maximum of $100,000 per
separately insured depositor, except for certain retirement plan accounts, which are insured up to $250,000; however, the
Emergency Economic Stabilization Act of 2008 temporarily raised the basic limit on federal deposit insurance coverage from
$100,000 to $250,000 per depositor. The basic deposit insurance limit will return to $100,000 after December 31, 2013.

In addition, on November 26, 2008 the FDIC issued a final rule under its Transaction Account Guarantee Program
(“TAGP”), pursuant to which the FDIC fully guarantees all non-interest bearing transaction deposit accounts, including all
personal and business checking deposit accounts that do not earn interest, lawyer trust accounts where interest does not
accrue to the account owner (IOLTA), and NOW accounts with interest rates no higher than 0.50%. Thus, under TAGP, all
money in these accounts is fully insured by the FDIC regardless of dollar amount. This second increase to coverage was
originally in effect through December 31, 2009, but was extended until June 30, 2010, unless we elected to “opt out” of
participating in the expanded coverage, which we did not do. The cost to us for participating in this expanded deposit
insurance coverage program is a 10-basis point surcharge to our current insurance assessment rate with respect to the portions
of the TAGP covered deposit accounts not otherwise covered by the existing deposit insurance limit of $250,000.

Under the current assessment system, the FDIC assigns an institution to one of four risk categories, with the first category
having two sub-categories based on the institution’s most recent supervisory and capital evaluations, designed to measure
risk. Total base assessment rates currently range from 0.07% of deposits for an institution in the highest sub-category of the
highest category to 0.775% of deposits for an institution in the lowest category. On May 22, 2009, the FDIC imposed a
special assessment of five basis points on each FDIC-insured depository institution’s assets, minus its Tier 1 capital, as of
June 30, 2009. This special assessment was collected on September 30, 2009, and resulted in an additional charge to us of
$295,000. Finally, on November 12, 2009, the FDIC adopted a new rule requiring insured institutions to prepay on December
30, 2009, estimated quarterly risk-based assessments for the fourth quarter of 2009 and for all of 2010, 2011, and 2012. We
prepaid an assessment of $3.3 million, which incorporated a uniform 3.00 basis point increase effective January 1, 2011.

In addition, all FDIC insured institutions are required to pay assessments to the FDIC at an annual rate of approximately one
basis point of insured deposits to fund interest payments on bonds issued by the Financing Corporation, an agency of the
federal government established to recapitalize the predecessor to the Savings Association Insurance Fund. These assessments
will continue until the Financing Corporation bonds mature in 2017 through 2019.

Transactions With Affiliates.

Pursuant to Sections 23A and 23B of the Federal Reserve Act and Regulation W, the authority of 1st United Bank to engage
in transactions with related parties or “affiliates” or to make loans to insiders is limited. Loan transactions with an “affiliate”
generally must be collateralized and certain transactions between 1st United Bank and its “affiliates”, including the sale of
assets, the payment of money or the provision of services, must be on terms and conditions that are substantially the same, or
at least as favorable to 1st United Bank, as those prevailing for comparable nonaffiliated transactions. In addition, 1st United
Bank generally may not purchase securities issued or underwritten by affiliates.

Loans to executive officers, directors or to any person who directly or indirectly, or acting through or in concert with one or
more persons, owns, controls or has the power to vote more than 10% of any class of voting securities of a bank, which we
refer to as 10% Shareholders, or to any political or campaign committee the funds or services of which will benefit those
executive officers, directors, or 10% Shareholders or which is controlled by those executive officers, directors or 10%
Shareholders, are subject to Sections 22(g) and 22(h) of the Federal Reserve Act and their corresponding regulations
(Regulation O) and Section 13(k) of the Exchange Act relating to the prohibition on personal loans to executives (which
exempts financial institutions in compliance with the insider lending restrictions of Section 22(h) of the Federal Reserve Act).
Among other things, these loans must be made on terms substantially the same as those prevailing on transactions made to
unaffiliated individuals and certain extensions of credit to those persons must first be approved in advance by a disinterested
majority of the entire board of directors. Section 22(h) of the Federal Reserve Act prohibits loans to any of those individuals
where the aggregate amount exceeds an amount equal to 15% of an institution’s unimpaired capital and surplus plus an

26



additional 10% of unimpaired capital and surplus in the case of loans that are fully secured by readily marketable collateral,
or when the aggregate amount on all of the extensions of credit outstanding to all of these persons would exceed 1st United
Bank’s unimpaired capital and unimpaired surplus. Section 22(g) identifies limited circumstances in which 1st United Bank
is permitted to extend credit to executive officers.

Community Reinvestment Act.

The Community Reinvestment Act and its corresponding regulations are intended to encourage banks to help meet the credit
needs of their service area, including low and moderate income neighborhoods, consistent with the safe and sound operations
of the banks. These regulations provide for regulatory assessment of a bank’s record in meeting the credit needs of its service
area. Federal banking agencies are required to make public a rating of a bank’s performance under the Community
Reinvestment Act. The Federal Reserve considers a bank’s Community Reinvestment Act rating when the bank submits an
application to establish banking centers, merge, or acquire the assets and assume the liabilities of another bank. In the case of
a financial holding company, the Community Reinvestment Act performance record of all banks involved in the merger or
acquisition are reviewed in connection with the filing of an application to acquire ownership or control of shares or assets of
a bank or to merge with any other financial holding company. An unsatisfactory record can substantially delay or block the
transaction. 1% United Bank received a satisfactory rating on its most recent Community Reinvestment Act assessment.

Capital Regulations.

The Federal Reserve has adopted risk-based, capital adequacy guidelines for financial holding companies and their subsidiary
state-chartered banks that are members of the Federal Reserve System. The risk-based capital guidelines are designed to
make regulatory capital requirements more sensitive to differences in risk profiles among banks and financial holding
companies, to account for off-balance sheet exposure, to minimize disincentives for holding liquid assets, and to achieve
greater consistency in evaluating the capital adequacy of major banks throughout the world. Under these guidelines, assets
and off-balance sheet items are assigned to broad risk categories each with designated weights. The resulting capital ratios
represent capital as a percentage of total risk-weighted assets and off-balance sheet items.

The current guidelines require all financial holding companies and federally regulated banks to maintain a minimum risk-
based total capital ratio equal to 8%, of which at least 4% must be Tier I Capital. Tier I Capital, which includes common
shareholders’ equity, noncumulative perpetual preferred stock, and a limited amount of cumulative perpetual preferred stock
and trust preferred securities, less certain goodwill items and other intangible assets, is required to equal at least 4% of risk-
weighted assets. The remainder (“Tier II Capital”) may consist of (i) an allowance for loan losses of up to 1.25% of risk-
weighted assets, (ii) excess of qualifying perpetual preferred stock, (iii) hybrid capital instruments, (iv) perpetual debt, (v)
mandatory convertible securities, and (vi) subordinated debt and intermediate-term preferred stock up to 50% of Tier [
Capital. Total capital is the sum of Tier I and Tier II Capital less reciprocal holdings of other banking organizations’ capital
instruments, investments in unconsolidated subsidiaries and any other deductions as determined by the appropriate regulator
(determined on a case by case basis or as a matter of policy after formal rule making).

In computing total risk-weighted assets, bank and financial holding company assets are given risk-weights of 0%, 20%, 50%
and 100%. In addition, certain off-balance sheet items are given similar credit conversion factors to convert them to asset
equivalent amounts to which an appropriate risk-weight will apply. Most loans will be assigned to the 100% risk category,
except for performing first mortgage loans fully secured by 1- to 4-family and certain multi-family residential property,
which carry a 50% risk rating. Most investment securities (including, primarily, general obligation claims on states or other
political subdivisions of the United States) will be assigned to the 20% category, except for municipal or state revenue bonds,
which have a 50% risk-weight, and direct obligations of the U.S. Treasury or obligations backed by the full faith and credit of
the U.S. Government, which have a 0% risk-weight. In covering off-balance sheet items, direct credit substitutes, including
general guarantees and standby letters of credit backing financial obligations, are given a 100% conversion factor.
Transaction-related contingencies such as bid bonds, standby letters of credit backing non-financial obligations, and undrawn
commitments (including commercial credit lines with an initial maturity of more than one year) have a 50% conversion
factor. Short-term commercial letters of credit are converted at 20% and certain short-term unconditionally cancelable
commitments have a 0% factor.

The federal bank regulatory authorities have also adopted regulations that supplement the risk-based guidelines. These
regulations generally require banks and financial holding companies to maintain a minimum level of Tier I Capital to total
assets less goodwill of 4% (the “leverage ratio”). The Federal Reserve permits a bank to maintain a minimum 3% leverage
ratio if the bank achieves a 1 rating under the CAMELS rating system in its most recent examination, as long as the bank is
not experiencing or anticipating significant growth. The CAMELS rating is a non-public system used by bank regulators to
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rate the strength and weaknesses of financial institutions. The CAMELS rating is comprised of six categories: capital
adequacy, asset quality, management, earnings, liquidity, and sensitivity to market risk.

Banking organizations experiencing or anticipating significant growth, as well as those organizations which do not satisfy the
criteria described above, will be required to maintain a minimum leverage ratio ranging generally from 4% to 5%. The bank
regulators also continue to consider a “tangible Tier I leverage ratio” in evaluating proposals for expansion or new activities.
The tangible Tier I leverage ratio is the ratio of a banking organization’s Tier I Capital, less deductions for intangibles
otherwise includable in Tier I Capital, to total tangible assets.

Federal law and regulations establish a capital-based regulatory scheme designed to promote early intervention for troubled
banks and require the FDIC to choose the least expensive resolution of bank failures. The capital-based regulatory framework
contains five categories of compliance with regulatory capital requirements, including “well capitalized,” “adequately
capitalized,” “undercapitalized,” “significantly undercapitalized,” and “critically undercapitalized.” To qualify as a “well-
capitalized” institution, a bank must have a leverage ratio of no less than 5%, a Tier I Capital ratio of no less than 6%, and a
total risk-based capital ratio of no less than 10%, and the bank must not be under any order or directive from the appropriate
regulatory agency to meet and maintain a specific capital level. Generally, a financial institution must be “well capitalized”
before the Federal Reserve will approve an application by a financial holding company to acquire or merge with a bank or
bank holding company.

Under the regulations, the applicable agency can treat an institution as if it were in the next lower category if the agency
determines (after notice and an opportunity for hearing) that the institution is in an unsafe or unsound condition or is
engaging in an unsafe or unsound practice. The degree of regulatory scrutiny of a financial institution will increase, and the
permissible activities of the institution will decrease, as it moves downward through the capital categories. Institutions that
fall into one of the three undercapitalized categories may be required to (i) submit a capital restoration plan; (ii) raise
additional capital; (iii) restrict their growth, deposit interest rates, and other activities; (iv) improve their management; (v)
eliminate management fees; or (vi) divest themselves of all or a part of their operations. Financial holding companies
controlling financial institutions can be called upon to boost the institutions’ capital and to partially guarantee the institutions’
performance under their capital restoration plans.

It should be noted that the minimum ratios referred to above are merely guidelines and the bank regulators possess the
discretionary authority to require higher capital ratios.

We currently exceed the requirements contained in the applicable regulations, policies and directives pertaining to capital
adequacy to be classified as “well capitalized”, and are unaware of any material violation or alleged violation of these
regulations, policies or directives. Rapid growth, poor loan portfolio performance, or poor earnings performance, or a
combination of these factors, could change our capital position in a relatively short period of time, making additional capital
infusions necessary.

Interstate Banking and Branching.

The Bank Holding Company Act was amended by the Interstate Banking Act. The Interstate Banking Act provides that
adequately capitalized and managed financial and bank holding companies are permitted to acquire banks in any state.

State laws prohibiting interstate banking or discriminating against out-of-state banks are preempted. States are not permitted
to enact laws opting out of this provision; however, states are allowed to adopt a minimum age restriction requiring that
target banks located within the state be in existence for a period of years, up to a maximum of five years, before a bank may
be subject to the Interstate Banking Act. The Interstate Banking Act establishes deposit caps which prohibit acquisitions that
result in the acquiring company controlling 30% or more of the deposits of insured banks and thrift institutions held in the
state in which the target maintains a branch or 10% or more of the deposits nationwide. States have the authority to waive the
30% deposit cap. State-level deposit caps are not preempted as long as they do not discriminate against out-of-state
companies, and the federal deposit caps apply only to initial entry acquisitions.

The Interstate Banking Act also provides that adequately capitalized and managed banks are able to engage in interstate
branching by merging with banks in different states. Unlike the interstate banking provision discussed above, states were
permitted to opt out of the application of the interstate merger provision by enacting specific legislation.

Florida responded to the enactment of the Interstate Banking Act by enacting the Florida Interstate Branching Act (the
“Florida Branching Act”). The purpose of the Florida Branching Act was to permit interstate branching through merger
transactions under the Interstate Banking Act. Under the Florida Branching Act, with the prior approval of the Florida Office
of Financial Regulation, a Florida bank may establish, maintain and operate one or more branches in a state other than the
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State of Florida pursuant to a merger transaction in which the Florida bank is the resulting bank. In addition, the Florida
Branching Act provides that one or more Florida banks may enter into a merger transaction with one or more out-of-state
banks, and an out-of-state bank resulting from this transaction may maintain and operate the branches of the Florida bank that
participated in this merger. An out-of-state bank, however, is not permitted to acquire a Florida bank in a merger transaction
unless the Florida bank has been in existence and continuously operated for more than three years.

Anti-money Laundering.

The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of
2001 (“USA PATRIOT Act”), provides the federal government with additional powers to address terrorist threats through
enhanced domestic security measures, expanded surveillance powers, increased information sharing and broadened anti-
money laundering requirements. By way of amendments to the Bank Secrecy Act (“BSA”), the USA PATRIOT Act puts in
place measures intended to encourage information sharing among bank regulatory and law enforcement agencies. In addition,
certain provisions of the USA PATRIOT Act impose affirmative obligations on a broad range of financial institutions.
Among other requirements, the USA PATRIOT Act and the related Federal Reserve regulations require banks to establish
anti-money laundering programs that include, at a minimum:

. internal policies, procedures and controls designed to implement and maintain the savings association’s
compliance with all of the requirements of the USA PATRIOT Act, the BSA and related laws and
regulations;

. systems and procedures for monitoring and reporting of suspicious transactions and activities;

. a designated compliance officer;

. employee training;

. an independent audit function to test the anti-money laundering program;

. procedures to verify the identity of each customer upon the opening of accounts; and

. heightened due diligence policies, procedures and controls applicable to certain foreign accounts and
relationships.

Additionally, the USA PATRIOT Act requires each financial institution to develop a customer identification program
(“CIP”) as part of its anti-money laundering program. The key components of the CIP are identification, verification,
government list comparison, notice and record retention. The purpose of the CIP is to enable the financial institution to
determine the true identity and anticipated account activity of each customer. To make this determination, among other
things, the financial institution must collect certain information from customers at the time they enter into the customer
relationship with the financial institution. This information must be verified within a reasonable time through documentary
and non-documentary methods. Furthermore, all customers must be screened against any CIP-related government lists of
known or suspected terrorists. We and our affiliates have adopted policies, procedures and controls to comply with the BSA
and the USA PATRIOT Act.

Federal Home Loan Bank System.

1st United Bank is a member of the FHLB of Atlanta, which is one of 12 regional Federal Home Loan Banks. Each FHLB
serves as a reserve or central bank for its members within its assigned region. It is funded primarily from funds deposited by
member institutions and proceeds from the sale of consolidated obligations of the FHLB system. It makes loans to members
(i.e. advances) in accordance with policies and procedures established by the board of trustees of the FHLB.

As a member of the FHLB of Atlanta, 1st United Bank is required to own capital stock in the FHLB in an amount at least
equal to 0.18% (or 18 basis points) of the 1st United Bank’s total assets at the end of each calendar year, plus 4.5% of its
outstanding advances (borrowings) from the FHLB of Atlanta under the activity-based stock ownership requirement. On
December 31, 2009, 1st United Bank was in compliance with this requirement.

Privacy.

Under the Gramm-Leach-Bliley Act, federal banking regulators adopted rules limiting the ability of banks and other financial
institutions to disclose nonpublic information about consumers to nonaffiliated third parties. The rules require disclosure of
privacy policies to consumers and, in some circumstances, allow consumers to prevent disclosure of certain personal
information to nonaffiliated third parties.
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Consumer Laws and Regulations.

1** United Bank is also subject to other federal and state consumer laws and regulations that are designed to protect
consumers in transactions with banks. While the list set forth below is not exhaustive, these laws and regulations include the
Truth in Lending Act, the Truth in Savings Act, the Electronic Funds Transfer Act, the Expedited Funds Availability Act, the
Check Clearing for the 21st Century Act, the Fair Credit Reporting Act, the Equal Credit Opportunity Act, the Fair Housing
Act, the Home Mortgage Disclosure Act, the Fair and Accurate Transactions Act, the Mortgage Disclosure Improvement Act,
and the Real Estate Settlement Procedures Act, among others. These laws and regulations mandate certain disclosure
requirements and regulate the manner in which financial institutions must deal with customers when taking deposits or
making loans to such customers. 1* United Bank must comply with the applicable provisions of these consumer protection
laws and regulations as part of its ongoing customer relations.

Future Legislative Developments

Various legislative acts are from time to time introduced in Congress and the Florida legislature. This legislation may change
banking statutes and the environment in which our banking subsidiary and we operate in substantial and unpredictable ways.
We cannot determine the ultimate effect that potential legislation, if enacted, or implementing regulations with respect
thereto, would have upon our financial condition or results of operations or that of our banking subsidiary.

Effect of Governmental Monetary Policies

The commercial banking business in which 1st United Bank engages is affected not only by general economic conditions, but
also by the monetary policies of the Federal Reserve. Changes in the discount rate on member bank borrowing, availability of
borrowing at the “discount window,” open market operations, the imposition of changes in reserve requirements against
member banks’ deposits and assets of foreign banking centers and the imposition of and changes in reserve requirements
against certain borrowings by banks and their affiliates are some of the instruments of monetary policy available to the
Federal Reserve. These monetary policies are used in varying combinations to influence overall growth and distributions of
bank loans, investments and deposits, and this use may affect interest rates charged on loans or paid on deposits. The
monetary policies of the Federal Reserve have had a significant effect on the operating results of commercial banks and are
expected to continue to do so in the future. The monetary policies of the Federal Reserve are influenced by various factors,
including inflation, unemployment, and short-term and long-term changes in the international trade balance and in the fiscal
policies of the U.S. Government. Future monetary policies and the effect of such policies on the future business and earnings
of 1st United Bank cannot be predicted.

Income Taxes

We are subject to income taxes at the federal level and subject to state taxation in Florida. We file a consolidated federal
income tax return with a fiscal year ending on December 31.

Employees

As of December 31, 2009, we had a total of approximately 229 employees, including approximately 208 full-time employees.
The employees are not represented by a collective bargaining unit. We consider relations with employees to be good.

Item 1A.Risk Factors

An investment in our common stock contains a high degree of risk. In addition to the other information contained in, or
incorporated by reference into, this Form 10-K, including the matters addressed under the caption “Cautionary Statement
Regarding Forward-Looking Information,” you should carefully consider the risks described below before deciding whether
fo invest in our common stock. If any of the events highlighted in the following risks actually occurs, or if additional risks and
uncertainties not presently known to us or that we do not currently believe to be important to you, materialize, our business,
results of operations or financial condition would likely suffer. In such an event, the trading price of our common stock could
decline and you could lose all or part of your investment. In assessing these risks, you should also refer to the other
information contained in our filings with the SEC, including our financial statements and related notes.
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Risks Related to our Business

Recent legislation and administrative actions authorizing the U.S. government to take direct actions within the
financial services industry may not stabilize the U.S. financial system.

The Emergency Economic Stabilization Act of 2008, or EESA, was enacted on October 3, 2008. Under EESA, the U.S.
Treasury has the authority to, among other things, invest in financial institutions and purchase up to $700 billion of troubled
assets and mortgages from financial institutions for the purpose of stabilizing and providing liquidity to the U.S. financial
markets. Under the U.S. Treasury’s Capital Purchase Program, or CPP, it committed to purchase up to $250 billion of
preferred stock and warrants in eligible institutions. The EESA also temporarily increased FDIC deposit insurance coverage
to $250,000 per depositor through December 31, 2009, which was recently extended to December 31, 2013 under the
Helping Families Save Their Homes Act of 2009.

On February 10, 2009, the U.S. Treasury announced the Financial Stability Plan which, among other things, provides a
forward-looking supervisory capital assessment program, that is mandatory for banking institutions with over $100 billion of
assets and makes capital available to financial institutions qualifying under a process and criteria similar to the CPP. In
addition, the American Recovery and Reinvestment Act of 2009, or ARRA, was signed into law on February 17, 2009, and
includes, among other things, extensive new restrictions on the compensation and governance arrangements of financial
institutions.

Numerous actions have been taken by the U.S. Congress, the Federal Reserve, the U.S. Treasury, the FDIC, the SEC and
others to address the current liquidity and credit crisis that has followed the sub-prime mortgage crisis that commenced in
2007, including the Financial Stability Program adopted by the U.S. Treasury. In addition, the Secretary of the Treasury
proposed fundamental changes to the regulation of financial institutions, markets and products on June 17, 2009. On
December 10, 2009, the U.S. House of Representatives approved “The Wall Street Reform and Consumer Protection Act,”
which included some of the U.S. Treasury Department’s proposed reforms.

We cannot predict the actual effects of EESA, the ARRA, the proposed regulatory reform measures and various
governmental, regulatory, monetary and fiscal initiatives which have been and may be enacted on the economy, the financial
markets, on us. The terms and costs of these activities, or the failure of these actions to help stabilize the financial markets,
asset prices, market liquidity and a continuation or worsening of current financial market and economic conditions, could
materially and adversely affect our business, financial condition, results of operations, and the trading price of our common
stock.

Difficult market conditions and economic trends have adversely affected our industry and our business and may lead
to new and increased government regulation.

Dramatic declines in the housing market, with decreasing home prices and increasing delinquencies and foreclosures, have
negatively impacted the credit performance of mortgage and construction loans and resulted in significant write-downs of
assets by many financial institutions. General downward economic trends, reduced availability of commercial credit and
increasing unemployment have negatively impacted the credit performance of commercial and consumer credit, resulting in
additional write-downs. Concerns over the stability of the financial markets and the economy have resulted in decreased
lending by financial institutions to their customers and to each other. This market turmoil and tightening of credit has led to
increased commercial and consumer deficiencies, lack of customer confidence, increased market volatility and widespread
reduction in general business activity. The resulting economic pressure on consumers and businesses and the lack of
confidence in the financial markets may adversely affect our business, financial condition, results of operations, and stock
price.

Our ability to assess the creditworthiness of customers and to estimate the losses inherent in our credit exposure is made more
complex by these difficult market and economic conditions. We also expect to face increased regulation and government
oversight beyond EESA, ARRA, and other recent proposed or enacted regulations as a result of these downward trends.

We do not believe these difficult conditions are likely to improve in the near future. A worsening of these conditions would
likely exacerbate the adverse effects of these difficult economic conditions on us, our customers and the other financial
institutions in our market. As a result, we may experience increases in foreclosures, delinquencies, and customer
bankruptcies, as well as more restricted access to funds.
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We may be required to pay significantly higher FDIC deposit insurance premiums and assessments in the future.

Recent insured depository institution failures, as well as deterioration in banking and economic conditions, have significantly
increased the loss provisions of the FDIC, resulting in a decline in the designated reserve ratio of the Deposit Insurance Fund
to historical lows. The FDIC expects a higher rate of insured depository institution failures in the next few years compared to
recent years; thus, the reserve ratio may continue to decline. In addition, the deposit insurance limit on FDIC deposit
insurance coverage generally has increased to $250,000 through December 31, 2013, which may result in even larger losses
to the Deposit Insurance Fund. These developments have caused an increase to our assessments, and the FDIC may be
required to make additional increases to the assessment rates and levy additional special assessments on us. Higher
assessments increase our non-interest expense.

In 2009, our assessment rates, which also include our assessment for participating in the FDIC’s Transaction Account
Guarantee Program, increased from 6.25 to 14.50 basis points. Additionally, on May 22, 2009, the FDIC announced a final
rule imposing a special 5.00 basis points emergency assessment as of June 30, 2009, payable September 30, 2009, based on
assets minus Tier 1 Capital at June 30, 2009, but the amount of the assessment was capped at 10.00 basis points of domestic
deposits. Finally, on November 12, 2009, the FDIC adopted a new rule requiring insured institutions to prepay on
December 30, 2009, estimated quarterly risk-based assessments for the fourth quarter of 2009 and for all of 2010, 2011, and
2012. We prepaid an assessment of $3.3 million, which incorporated a uniform 3.00 basis point increase effective January 1,
2011.

These higher FDIC assessment rates and special assessments have had and will continue to have an adverse impact on our
results of operations. Our FDIC insurance related cost was $1,140,000 for the year ended December 31, 2009 compared to
$327,000 for the year ended December 31, 2008. We are unable to predict the impact in future periods, including whether
and when additional special assessments will occur.

Higher insurance premiums and assessments increase our costs and may limit our ability to pursue certain business
opportunities. We also may be required to pay even higher FDIC premiums than the recently increased level, because
financial institution failures resulting from the depressed market conditions have depleted and may continue to deplete the
deposit insurance fund and reduce its ratio of reserves to insured deposits.

The loss of key personnel may adversely affect us.

Our success is, and expected to remain, highly dependent on our senior management team, including Messrs. Orlando,
Schupp, Marino, and Jacobson. As a community bank, it is our management’s extensive knowledge of and relationships in
the community that generate business for us. Successful execution of our growth strategy will continue to place significant
demands on our management and the loss of any such services may adversely affect our growth and profitability.

An inadequate allowance for loan losses would reduce our earnings.

Our success depends to a significant extent upon the quality of our assets, particularly loans. In originating loans, there is a
substantial likelihood that credit losses will be experienced. The risk of loss will vary with, among other things, general
economic conditions, the type of loan being made, the creditworthiness of the borrower over the term of the loan and, in the
case of a collateralized loan, the quality of the collateral for the loan. Management maintains an allowance for loan losses
based on, among other things, experience, an evaluation of economic conditions, and regular reviews of delinquencies and
loan portfolio quality. Based upon such factors, management makes various assumptions and judgments about the ultimate
collectability of the loan portfolio and provides an allowance for probable loan losses based upon a percentage of the
outstanding balances and for specific loans when their ultimate collectability is considered questionable.

As of December 31, 2009, 1st United Bank’s allowance for loan losses was $13.3 million, which represented approximately
1.95% of its total amount of loans. 1st United Bank had $19.3 million in non-accruing loans as of December 31, 2009. The
allowance may not prove sufficient to cover future loan losses. Although management uses the best information available to
make determinations with respect to the allowance for loan losses, future adjustments may be necessary if economic
conditions differ substantially from the assumptions used or adverse developments arise with respect to 1st United Bank’s
non-performing or performing loans. In addition, regulatory agencies, as an integral part of their examination process,
periodically review the estimated losses on loans. Such agencies may require us to recognize additional losses based on their
judgments about information available to them at the time of their examination. Accordingly, the allowance for loan losses
may not be adequate to cover loan losses or significant increases to the allowance may be required in the future if economic
conditions should worsen. Material additions to 1st United Bank’s allowance for loan losses would adversely impact our net
income and capital.

32



If our non-performing assets increase, our earnings will suffer.

At December 31, 2009, our non-performing assets (which consist of non-accruing loans, loans 90+ days delinquent, and
foreclosed real estate assets) totaled $19.99 million, or 1.97% of total assets, which is an increase of $9.4 or 88% over non-
performing assets at December 31, 2008. At December 31, 2008, our non-performing assets were $10.6 million, or 1.72% of
total assets. Our non-performing assets adversely affect our net income in various ways. We do not record interest income
on non-accrual loans or real estate owned. We must reserve for probable losses, which is established through a current period
charge to the provision for loan losses as well as from time to time, as appropriate, write down the value of properties in our
other real estate owned portfolio to reflect changing market values. Additionally, there are legal fees associated the
resolution of problem assets as well as carrying costs such as taxes, insurance and maintenance related to our other real estate
owned. Further, the resolution of non-performing assets requires the active involvement of management, which can distract
them from more profitable activity. Finally, if our estimate for the recorded allowance for loan losses proves to be incorrect
and our allowance is inadequate, we will have to increase the allowance accordingly.

Our loan portfolio includes loans with a higher risk of loss.

We originate commercial real estate loans, construction and development loans, consumer loans, and residential mortgage
loans primarily within our market area. Commercial real estate, commercial, and construction and development loans tend to
involve larger loan balances to a single borrower or groups of related borrowers and are most susceptible to a risk of loss
during a downturn in the business cycle. These loans also have historically had greater credit risk than other loans for the
following reasons:

= Commercial Real Estate Loans. Repayment is dependent on income being generated in amounts sufficient
to cover operating expenses and debt service. These loans also involve greater risk because they are generally
not fully amortizing over a loan period, but rather have a balloon payment due at maturity. A borrower’s ability
to make a balloon payment typically will depend on being able to either refinance the loan or timely sell the
underlying property. As of December 31, 2009, commercial real estate loans, including multi-family loans,
comprised approximately 40% of our total loan portfolio.

»  Commercial Loans. Repayment is generally dependent upon the successful operation of the borrower’s
business. In addition, the collateral securing the loans may depreciate over time, be difficult to appraise, be
illiquid, or fluctuate in value based on the success of the business. As of December 31, 2009, commercial loans
comprised approximately 17% of our total loan portfolio.

»  Construction and Development Loans. The risk of loss is largely dependent on our initial estimate of
whether the property’s value at completion equals or exceeds the cost of property construction and the
availability of take-out financing. During the construction phase, a number of factors can result in delays or cost
overruns. If our estimate is inaccurate or if actual construction costs exceed estimates, the value of the property
securing our loan may be insufficient to ensure full repayment when completed through a permanent loan, sale
of the property, or by seizure of collateral. As of December 31, 2009, construction and development loans
comprised approximately 8% of our total loan portfolio.

= Consumer Loans. Consumer loans (such as personal lines of credit) are collateralized, if at all, with assets
that may not provide an adequate source of payment of the loan due to depreciation, damage, or loss. As of
December 31, 2009, consumer loans comprised approximately 2% of our total loan portfolio.

Failure to comply with the terms of the loss share agreement with the FDIC may result in significant losses.

On December 11, 2009, 1* United Bank entered into an Assumption Agreement — Whole Bank; All Deposits (“Purchase and
Assumption Agreement”) with the FDIC, pursuant to which 1* United Bank assumed all deposits and certain identified assets
and liabilities of Republic Federal Bank, a national association headquartered in Miami, Florida. 1¥ United Bank also entered
into a loss sharing agreement with the FDIC. Under the loss sharing agreement, 1* United Bank will share in the losses on
assets covered under the Purchase and Assumption Agreement. The FDIC will reimburse 1* United Bank for 80% of losses
of up to $36 million with respect to the entire $238 million acquired loan portfolio (“Covered Assets”). The FDIC will
reimburse 1% United Bank for 95% of losses in excess of $36 million with respect to Covered Assets.

The Purchase and Assumption Agreement and the loss sharing agreement have specific, detailed and cumbersome
compliance, servicing, notification and reporting requirements. Our failure to comply with the terms of the agreements or to
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properly service the loans and OREO under the requirements of the loss share agreement may cause individual loans or large
pools of loans to lose eligibility for loss share payments from the FDIC. This could result in material losses that are currently
not anticipated.

We may need additional capital resources in the future and these capital resources may not be available on acceptable
terms or at all.

We may need to incur additional debt or equity financing in the future to make strategic acquisitions or investments, for
future growth, or to fund losses or additional provisions for loan losses in the future. Such financing may not be available to
us on acceptable terms or at all.

Further, in the event that we offer additional shares of our common stock in the future, our Articles of Incorporation do not
provide shareholders with preemptive rights and such shares may be offered to investors other than our existing shareholders
for prices at or below the then current market price of our common stock, all at the discretion of the Board. If we do sell
additional shares of common stock to raise capital, the sale could reduce market price per share of common stock, dilute your
ownership interest and such dilution could be substantial.

We may incur losses if we are unable to successfully manage interest rate risk.

Our profitability depends to a large extent on 1st United Bank’s net interest income, which is the difference between income
on interest-earning assets such as loans and investment securities, and expense on interest-bearing liabilities such as deposits
and borrowings. We are unable to predict changes in market interest rates, which are affected by many factors beyond our
control, including inflation, recession, unemployment, money supply, domestic and international events and changes in the
United States and other financial markets. Our net interest income may be reduced if: (i) more interest-earning assets than
interest-bearing liabilities reprice or mature during a time when interest rates are declining or (ii) more interest-bearing
liabilities than interest-earning assets reprice or mature during a time when interest rates are rising.

Changes in the difference between short- and long-term interest rates may also harm our business. For example, short-term
deposits may be used to fund longer-term loans. When differences between short-term and long-term interest rates shrink or
disappear, as is likely in the current zero interest rate policy environment, the spread between rates paid on deposits and
received on loans could narrow significantly, decreasing our net interest income.

If market interest rates rise rapidly, interest rate adjustment caps may limit increases in the interest rates on adjustable rate
loans, thereby reducing our net interest income.

Our loan portfolio is heavily concentrated in mortgage loans secured by commercial and residential properties in
South Florida.

Our interest-earning assets are heavily concentrated in mortgage loans secured by properties located in South Florida. As of
December 31, 2009, a significant portion of our loans secured by real estate are secured by commercial and residential
properties, including properties under construction, located in Palm Beach, Miami-Dade, and Broward Counties, Florida. The
concentration of our loans in this region subjects us to risk that a downturn in the area economy, such as the one the area is
currently experiencing, could result in a decrease in loan originations and increases in delinquencies and foreclosures, which
would more greatly affect us than if our lending were more geographically diversified. In addition, since a large portion of
our portfolio is secured by properties located in South Florida, the occurrence of a natural disaster, such as a hurricane, could
result in a decline in loan originations, a decline in the value or destruction of mortgaged properties and an increase in the
risk of delinquencies, foreclosures or loss on loans originated by us. We may suffer further losses due to the decline in the
value of the properties underlying our mortgage loans, which would have an adverse impact on our operations.

Since we engage in lending secured by real estate and may be forced to foreclose on the collateral property and own
the underlying real estate, we may be subject to the increased costs associated with the ownership of real property,
which could result in reduced net income.

Since we originate loans secured by real estate, we may have to foreclose on the collateral property to protect our investment

and may thereafter own and operate such property, in which case we are exposed to the risks inherent in the ownership of real
estate.
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The amount that we, as a mortgagee, may realize after a default is dependent upon factors outside of our control, including,
but not limited to:

= general or local economic conditions;

= environmental cleanup liability;

= neighborhood values;

= interest rates,

= real estate tax rates;

= operating expenses of the mortgaged properties;

=  supply of and demand for rental units or properties;

=  ability to obtain and maintain adequate occupancy of the properties;
=  zoning laws;

= governmental rules, regulations and fiscal policies; and
» acts of God.

Certain expenditures associated with the ownership of real estate, principally real estate taxes and maintenance costs, may
adversely affect the income from the real estate. Therefore, the cost of operating real property may exceed the rental income
earned from such property, and we may have to advance funds in order to protect our investment or we may be required to
dispose of the real property at a loss.

We have a deferred tax asset and cannot assure that it will be fully realized.

We calculate income taxes in accordance with generally accepted accounting principles in the United States (“U.S. GAAP”),
which require the use of the asset and liability method. In accordance with U.S. GAAP, we regularly assess available positive
and negative evidence to determine whether it is more likely than not that our deferred tax asset balances will be recovered.
At December 31, 2009, we had a net deferred tax asset of $2.1 million. We did not establish a valuation allowance as it is
anticipated, based on our current five year projections, that it is more likely than not we will have sufficient future earnings to
utilize this asset to offset future income tax liabilities. Realization of a deferred tax asset requires us to apply significant
judgment and is inherently speculative because it requires the future occurrence of circumstances that cannot be predicted
with certainty. We may not achieve sufficient future taxable income as the basis for the ultimate realization of our net
deferred tax asset and therefore we may have to establish a full or partial valuation allowance at some point in the future. If
we determine that a valuation allowance is necessary, it would require us to incur a charge to operations that would adversely
affect our capital position.

Liquidity risk could impair our ability to fund operations and jeopardize our financial condition.

Liquidity is essential to our business. An inability to raise funds through deposits, borrowings, and other sources, could have
a substantial negative effect on our liquidity. Our access to funding sources in amounts adequate to finance our activities on
terms that are acceptable to us could be impaired by factors that affect us specifically or the financial services industry or
economy in general. Factors that could negatively impact our access to liquidity sources include a decrease in the level of our
business activity as a result of an economic downturn in the markets in which our loans are concentrated, adverse regulatory
action against us, or our inability to attract and retain deposits. Our ability to borrow could be impaired by factors that are not
specific to us on our region, such a disruption in the financial markets or negative views and expectations about the prospects
for the financial services industry in light of recent turmoil faced by banking organizations and the unstable credit markets.

Concerns of customers over deposit insurance may cause a decrease in our deposits.
With increased concerns about bank failures, customers are increasingly concerned about the extent to which their deposits
are insured by the FDIC. Customers may withdraw deposits from 1st United Bank in an effort to ensure that the amount that

they have on deposit at 1st United Bank is fully insured. Decreases in deposits may adversely affect our funding costs and net
income.
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Future economic growth in our Florida market area is likely to be slower compared to previous years.

The State of Florida’s population growth has historically exceeded national averages. Consequently, the state has experienced
substantial growth in population, new business formation, and public works spending. Due to the moderation of economic
growth and migration into our market area and the downturn in the real estate market, management believes that growth in
our market area will be restrained in the near-term. We have experienced an overall slow down in the origination of
residential mortgage loans for sale recently due to the slowing in residential real estate sales activity in our markets. A
decrease in existing and new home sales decreases lending opportunities and negatively affects our income. We do not
anticipate that the housing market will improve in the near-term, and, accordingly, this could lead to additional valuation
adjustments on our loan portfolios.

The soundness of other financial institutions could adversely affect us.

Our ability to engage in routine funding and other transactions could be adversely affected by the actions and commercial
soundness of other financial institutions. Financial institutions are interrelated as a result of trading, clearing, counterparty,
lending, or other relationships. As a result, defaults by, or even rumors or questions about, one or more financial institutions,
or the financial services industry generally, have led to market-wide liquidity problems, losses of depositor, creditor or
counterparty confidence and could lead to losses or defaults by us or by other institutions. We could experience increases in
deposits and assets as a result of other banks’ difficulties or failure, which would increase the capital we need to support such
growth.

We may face risks with respect to future expansion,

As a strategy, we have sought to increase the size of our operations by aggressively pursuing business development
opportunities. We have made acquisitions of financial institutions and may continue to seek whole bank or branch
acquisitions in the future. Acquisitions and mergers involve a number of risks, including:

= the time and costs associated with identifying and evaluating potential acquisitions and merger partners;
= the ability to finance an acquisition and possible ownership and economic dilution to existing shareholders;

= diversion of management’s attention to the negotiation of a transaction, management of the acquired loan
portfolio, and the integration of the operations and personnel of the acquired institution;

= the incurrence and possible impairment of goodwill associated with an acquisition and possible adverse
short-term effects on results of operations; and

= the risk of loss of key employees and customers.

We may incur substantial costs to expand, and such expansion may not result in the levels of profits we seek. Integration
efforts for any future mergers and acquisitions may not be successful and following any future merger or acquisition, after
giving it effect, we may not achieve financial results comparable to or better than our historical experience.

Due to conditions imposed upon us by the Federal Reserve to gain their approval for the Citrus Bank acquisition, we
may enter into an agreement to acquire an existing bank, branch, or company only if the transaction is funded
entirely with our common stock, or proceeds from the issuance of our common stock, or until 1st United Bank has
reported four consecutive quarters of net income, and as a result we may not be able to take advantage of certain
acquisition opportunities in the future.

Our ability to continue to expand and grow our business by increasing market share in our core markets through external
acquisitions may be hindered by conditions imposed upon us by the Federal Reserve. As a condition of receiving regulatory
approval of the Citrus Bank acquisition, we committed not to enter into any agreement to acquire an existing bank, branch, or
company unless the transaction is funded entirely with our common stock, or proceeds from the issuance of our common
stock, or until 1st United Bank has reported four consecutive quarters of net income. We incurred a net loss for the quarter
ended December 31, 2009. As a result, until this condition is lifted, we must fund future acquisitions entirely with our
common stock or the proceeds raised through offerings of our common stock.

Potential acquisitions may dilute shareholder value.

We regularly evaluate opportunities to acquire other financial institutions. As a result, merger and acquisition discussions
and, in some cases, negotiations may take place and future mergers or acquisitions involving cash, debt, or equity securities
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may occur at any time. Acquisitions typically involve the payment of a premium over book and market values, and, therefore,
some dilution of our tangible book value and net income per common share may occur in connection with any future
acquisitions.

An impairment in the carrying value of our goodwill could negatively impact our earnings and capital.

Goodwill is initially recorded at fair value and is not amortized, but is reviewed for impairment at least annually or more
frequently if events or changes in circumstances indicate that the carrying value may not be recoverable. Given the current
economic environment and conditions in the financial markets, we could be required to evaluate the recoverability of
goodwill prior to our normal annual assessment if we experience disruption in our business, unexpected significant declines
in our operating results, or sustained market capitalization declines. These types of events and the resulting analyses could
result in goodwill impairment charges in the future. These non-cash impairment charges could adversely affect our results of
operations in future periods, and could also significantly impact certain financial ratios and limit our ability to obtain
financing or raise capital in the future. A goodwill impairment charge does not adversely affect the calculation of our risk
based and tangible capital ratios. As of December 31, 2009, we had $45 million in goodwill, which represented
approximately 0.04% of our total assets.

The fair value of our investments could decline.

Our investment securities portfolio as of December 31, 2009 has been designated as available-for-sale pursuant to U.S.
GAAP relating to accounting for investments. Such principles require that unrealized gains and losses in the estimated value
of the available-for-sale portfolio be “marked to market” and reflected as a separate item in shareholders’ equity (net of tax)
as accumulated other comprehensive income.

Shareholders’ equity will continue to reflect the unrealized gains and losses (net of tax) of these investments. The fair value
of our investment portfolio may decline, causing a corresponding decline in shareholders’ equity.

Management believes that several factors will affect the fair values of our investment portfolio. These include, but are not
limited to, changes in interest rates or expectations of changes, the degree of volatility in the securities markets, inflation rates
or expectations of inflation and the slope of the interest rate yield curve (the yield curve refers to the differences between
shorter-term and longer-term interest rates; a positively sloped yield curve means shorter-term rates are lower than longer-
term rates). These and other factors may impact specific categories of the portfolio differently, and we cannot predict the
effect these factors may have on any specific category.

We are subject to extensive governmental regulation.

We are subject to extensive governmental regulation. 1* United Bancorp, Inc., as a financial holding company, is regulated
primarily by the Federal Reserve. 1st United Bank is a commercial bank chartered by the State of Florida and regulated by
the Federal Reserve, the Federal Deposit Insurance Corporation, and the Florida Office of Financial Regulation. As a member
of the Federal Home Loan Bank (“FHLB”), 1st United Bank must also comply with applicable regulations of the Federal
Housing Finance Board and the Federal Home Loan Bank. These federal and state bank regulators have the ability, should
the situation require, to place significant regulatory and operational restrictions upon us. 1st United Bank’s activities are also
regulated under consumer protection laws applicable to our lending, deposit and other activities. A sufficient claim against us
under these laws could have a material adverse effect on our results. Please refer to the section entitled “Regulatory
Considerations” in this Form 10-K.

The banking industry is very competitive.

The banking industry is highly competitive and 1st United Bank competes directly with financial institutions that are more
established and have significantly greater resources and lending limits. As a result of those greater resources, the larger
financial institutions may be able to provide a broader range of products and services to their customers than us and may be
able to afford newer and more sophisticated technology than us. Our long-term success will be dependent on the ability of 1st
United Bank to compete successfully with other financial institutions in its service areas.

Florida financial institutions, such as 1st United Bank, face a higher risk of noncompliance and enforcement action
with the Bank Secrecy Act and other anti-money laundering statutes and regulations.

Since September 11, 2001, banking regulators have intensified their focus on anti-money laundering and Bank Secrecy Act
compliance requirements, particularly the anti-money laundering provisions of the USA PATRIOT Act. There is also
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increased scrutiny of compliance with the rules enforced by the Office of Foreign Assets Control (“OFAC”). Since 2004,
federal banking regulators and examiners have been extremely aggressive in their supervision and examination of financial
institutions located in the State of Florida with respect to the institution’s Bank Secrecy Act/Anti-Money Laundering
compliance. Consequently, numerous formal enforcement actions have been issued against financial institutions.

In order to comply with regulations, guidelines and examination procedures in this area, 1st United Bank has been required to
adopt new policies and procedures and to install new systems. If 1st United Bank’s policies, procedures and systems are
deemed deficient or the policies, procedures and systems of the financial institutions that it has already acquired or may
acquire in the future are deficient, 1st United Bank would be subject to liability, including fines and regulatory actions such
as restrictions on its ability to pay dividends and the necessity to obtain regulatory approvals to proceed with certain aspects
of its business plan, including its acquisition plans. In addition, because 1* United Bank operates in Florida, we expect that
1 United Bank will face a higher risk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-
money laundering statutes and regulations.

Confidential customer information transmitted through 1st United Bank’s online banking service is vulnerable to
security breaches and computer viruses, which could expose 1st United Bank to litigation and adversely affect its
reputation and ability to generate deposits.

Ist United Bank provides its customers the ability to bank online. The secure transmission of confidential information over
the Internet is a critical element of online banking. 1st United Bank’s network could be vulnerable to unauthorized access,
computer viruses, phishing schemes and other security problems. 1st United Bank may be required to spend significant
capital and other resources to protect against the threat of security breaches and computer viruses, or to alleviate problems
caused by security breaches or viruses. To the extent that 1st United Bank’s activities or the activities of its customers
involve the storage and transmission of confidential information, security breaches and viruses could expose 1st United Bank
to claims, litigation and other possible liabilities. Any inability to prevent security breaches or computer viruses could also
cause existing customers to lose confidence in 1st United Bank’s systems and could adversely affect its reputation and its
ability to generate deposits.

Risks Related to an Investment in our Common Stock

Limited trading activity for shares of our common stock may contribute to price volatility.

While our common stock is listed and traded on The NASDAQ Global Select Market, there has been limited trading activity
in our common stock. The average daily trading volume of our common stock since we were listed on The NASDAQ Global
Select Market was approximately 44,285 shares. Due to the limited trading activity of our common stock, relativity small
trades may have a significant impact on the price of our common stock.

Securities analysts may not initiate coverage or continue to cover our common stock, and this may have a negative
impact on its market price.

The trading market for our common stock will depend in part on the research and reports that securities analysts publish
about our business and our Company. We do not have any control over these securities analysts and they may not cover our
common stock. If securities analysts do not cover our common stock, the lack of research coverage may adversely affect its
market price. If we are covered by securities analysts, and our common stock is the subject of an unfavorable report, our
stock price would likely decline. If one or more of these analysts ceases to cover our Company or fails to publish regular
reports on us, we could lose visibility in the financial markets, which would cause our stock price or trading volume to
decline.

Our Articles of Incorporation, Bylaws, and certain laws and regulations may prevent or delay transactions you might
favor, including our sale or merger.

We are registered with the Federal Reserve as a financial holding company under the Gramm-Leach-Bliley Act and are
registered with the Federal Reserve as a bank holding company under the Bank Holding Company Act. As a result, we are
subject to supervisory regulation and examination by the Federal Reserve. The Gramm-Leach-Bliley Act, the Bank Holding
Company Act, and other federal laws subject financial holding companies to particular restrictions on the types of activities
in which they may engage, and to a range of supervisory requirements and activities, including regulatory enforcement
actions for violations of laws and regulations.

Provisions of our Articles of Incorporation, Bylaws, certain laws and regulations and various other factors may make it more
difficult and expensive for companies or persons to acquire control of us without the consent of our Board of Directors. It is
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possible, however, that you would want a takeover attempt to succeed because, for example, a potential buyer could offer a
premium over the then prevailing price of our common stock.

For example, our Articles of Incorporation permit our Board of Directors to issue preferred stock without shareholder action.
The ability to issue preferred stock could discourage a company from attempting to obtain control of us by means of a tender
offer, merger, proxy contest or otherwise. We are also subject to certain provisions of the Florida Business Corporation Act
and our Articles of Incorporation that relate to business combinations with interested shareholders. Other provisions in our
Articles of Incorporation or Bylaws that may discourage takeover attempts or make them more difficult include:

*  Supermajority voting requirements to remove a director from office;
»  Requirement that only directors may fill a Board vacancy;

*  Requirement that a Special Meeting may be called only by the holders of a majority of our outstanding
shares;

*  Provisions regarding the timing and content of shareholder proposals and nominations;
= Supermajority voting requirements to amend our Articles of Incorporation;

»  Absence of cumulative voting; and

»  Inability for shareholders to take action by written consent.

We are subject to evolving and expensive corporate governance regulations and requirements. Our failure to
adequately adhere to these requirements or the failure or circumvention of our controls and procedures could
seriously harm our business.

As a publicly reporting company, we are subject to certain federal, state and other rules and regulations, including applicable
requirements of the Sarbanes-Oxley Act of 2002. Compliance with these evolving regulations is costly and requires a
significant diversion of management time and attention, particularly with regard to disclosure controls and procedures and
internal control over financial reporting. Although we have reviewed our disclosure and internal controls and procedures in
order to determine whether they are effective, our controls and procedures may not be able to prevent errors or frauds in the
future. Faulty judgments, simple errors or mistakes, or the failure of our personnel to adhere to established controls and
procedures may make it difficult for us to ensure that the objectives of the control system are met. A failure of our controls
and procedures to detect other than inconsequential errors or fraud could seriously harm our business and results of
operations.

We have not paid cash dividends to our shareholders and currently have no plans to pay future cash dividends.

We plan to retain earnings to finance future growth and have no current plans to pay cash dividends to shareholders. Because
we have not paid cash dividends, holders of our securities will experience a gain on their investment in our securities only in
the case of an appreciation of value of our securities. You should neither expect to receive dividend income from investing in
our common stock nor an appreciation in value.

Your shares of common stock will not be an insured deposit.

The shares of our common stock are not a bank deposit and will not be insured or guaranteed by the FDIC or any other
government agency. Your investment will be subject to investment risk, and you must be capable of affording the loss of
your entire investment.

We may have difficulties integrating Republic’s operations into our own or may fail to realize the anticipated benefits
of the acquisition.

Our acquisition with Republic involves the integration of two companies that have previously operated independently of each
other. Successful integration of Republic’s operations will depend primarily on our ability to consolidate Republic’s
operations, systems and procedures into those of ours to eliminate redundancies and costs. We may not be able to integrate
the operations without encountering difficulties including, without limitation:

- the loss of key employees and customers;
. possible inconsistencies in standards, control procedures and policies; and
. unexpected problems with costs, operations, personnel, technology or credit.

39



In addition, any enhanced earnings or cost savings that we expect to result from the acquisition, including by reducing costs,
improving efficiencies, and cross-marketing, may not be fully realized or may take longer to be realized than expected.

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

We currently operate 16 full service banking centers in Florida, which includes our principal office in Boca Raton, Florida. In
addition, we have an Executive/Operations Center which we lease in West Palm Beach, Florida. The following table sets
forth our banking centers, date opened and whether owned or leased:

Office Name Date Opened/Acquired Own/Lease
Boca Raton (Principal Office) December 2003 Leased
North Palm Beach Banking Center April 2000 Leased
Cooper City Banking Center April 2004 Leased
West Palm Beach Banking Center May 2004 Leased
Palm Beach Banking Center January 2006 Leased
Coral Springs Banking Center August 2007 Leased
Ft. Lauderdale Banking Center February 1987 ) Leased
North Miami Banking Center June 1992 Leased
Coral Ridge Banking Center November 2004 Leased
Vero Beach Banking Center August 2008 @ Own
Sebastian Banking Center August 2008? Own
Barefoot Bay Banking Center August 2008 Own
Brickell Bay Banking Center December 11, 2009% Leased
Doral Banking Center December 11, 2009 Leased
Coral Way Banking Center December 11, 2009® Leased
Aventura Banking Center December 11, 2009® Leased

Q) Represents the original open date of the former Equitable Bank Banking Center. Effective with the Equitable merger on
February 29, 2008, these banking centers became 1* United Bank offices.

@ Represents banking centers acquired as part of the Citrus Acquisition consummated on August 15, 2008.

® Represents banking centers acquired as part of the Republic acquisition consummated on December 11, 2009. We have the
option to request the FDIC to repudiate these leases by March 11, 2010.

Item 3. Legal Proceedings

We are periodically a party to or otherwise involved in legal proceedings arising in the normal course of business, such as
claims to enforce liens, claims involving the making and servicing of real property loans, and other issues incident to our
business. Management does not believe that there is any pending or threatened proceeding against us which, if determined
adversely, would have a material adverse effect on our financial position, liquidity, or results of operations.

PART 11

Ttem 4. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Our common stock trades on The NASDAQ Global Market since September 18, 2009 under the symbol “FUBC”. Prior to
that date, our common stock was quoted on the Pink Sheets since April 16, 2008. For all periods prior to the second quarter
of 2008, the table below sets forth the high and low trade prices for our common stock of which its management is aware for
the periods indicated. The following table sets forth the range of high and low sales prices reported on the NASDAQ Global
Market or the range of high and low bid quotations on the Pink Sheets, as applicable. Quotations as reported by the Pink
Sheets reflect inter-dealer prices without retail mark-up, mark-down, or commissions and may not necessarily represent
actual transactions.

We have never declared a cash dividend on our common stock, and we currently have no plans to declare or pay any
dividends on the common stock in the foreseeable future. We have restrictions on our ability to pay dividends. Please see
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Item 1. Business-Regulatory Considerations-Dividends for a discussion of these additional restrictions. As of February 15,
2010, our common stock was held by approximately 538 shareholders of record.

High Low

2008

FAISt QUATTET ......vvvvsisecee ettt caeb e es s e sestsh b sa b s s s b b s bbb bbbt $ 1450 § 14.50
SECONA QUAITET ...ttt ittt b et s e e b sbb e e s b et ettt 11.25 6.25
THITA QUALET .. ..vevivivieeteveee ettt es ettt s e e r e b s st s ee s s s s b et s sa s bbb sb et 8.00 6.00
FOUTth QUAITET ......eivieiieeiieet ettt st sttt ea et 6.50 5.50
2009

FAESE QUATTET . .....vevveceetceetetes ettt a s bbb bbb bbbt $ 800 § 1.56
SECONA QUATTET ....ovveverereeicieeett e seeee bttt b et ea e r e b as st a s e bt ebss st 5.00 3.65
ThIrd QUATTET ....veeeeieeeee ettt ettt s b e e bbb s et s b et s b et be bt 6.30 4.00
FOUIth QUATTET .....eveiiieretitet ettt sttt b e b bbb bbbttt 7.90 5.46
Item 5. Selected Financial Data

The following table presents our summary consolidated financial data. We derived our balance sheet and income statement
data for the years ended December 31, 2009, 2008, 2007, 2006 and 2005 from our audited financial statements. The
summary consolidated financial data should be read in conjunction with, and are qualified in their entirety by, our financial
statements and the accompanying notes and the other information included elsewhere in this Annual Report.

Use of Non-GAAP Financial Measures

The information set forth below contains certain financial information determined by methods other than in accordance with
generally accepted accounting policies in the United States (GAAP). These non-GAAP financial measures are “tangible
assets,” “tangible shareholders’ equity,” “tangible book value per common share,” “return on average tangible equity,”
“tangible equity to tangible assets,” “tangible common equity to tangible assets,” and “return on average tangible common
equity.” Our management uses these non-GAAP measures in its analysis of our performance because it believes these
measures are material and will be used as a measure of our performance by investors.

“Tangible assets” is defined as total assets reduced by goodwill and other intangible assets. “Tangible shareholders’ equity”
is defined as total shareholders’ equity reduced by goodwill and other intangible assets. “Tangible equity to tangible assets”
is defined as tangible shareholders’ equity divided by tangible assets. “Tangible common equity to tangible assets,” is defined
as total shareholders’ equity reduced by preferred equity and intangible assets divided by tangible assets. These measures are
important to many investors in the marketplace who are interested in the equity to assets ratio exclusive of the effect of
changes in intangible assets on equity and total assets.

“Tangible book value per share” is defined as tangible shareholders’ equity divided by total common shares outstanding. This
measure is important to many investors in the marketplace who are interested in changes from period to period in book value
per share exclusive of changes in intangible assets. Goodwill, an intangible asset that is recorded in a purchase business
combination, has the effect of increasing total book value while not increasing our tangible book value.

These disclosures should not be considered in isolation or a substitute for results determined in accordance with GAAP, and are
not necessarily comparable to non-GAAP performance measures which may be presented by other bank holding companies.
Management compensates for these limitations by providing detailed reconciliations between GAAP information and the non-
GAAP financial measures. A reconciliation table is set forth below following the selected consolidated financial data.
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(Dollars in thousands, except per share data)

As of and for the years ended December 31,

2009 () 2008 (b) 2007 2006 2005
BALANCE SHEET DATA
Total @SSELS ....cveviveericcerececceenireie e $ 1,015,567 $ 617,821 § 375,834 § 332,244  § 246,580
Tangible assets 967,514 570,703 371,124 327,438 241,656
Total loans.......ccccceeurruennene 680,976 486,247 285,423 254,816 190,769
Allowance for loan losses..... 13,282 5,799 2,070 2,149 1,893
Securities available for sale................ 88,843 35,075 35,546 32,867 34,392
Goodwill and other intangible assets. 48,053 47,118 4,710 4,806 4,924
DEPOSILS......cvecererreriairiaernrereresreesiesesenenas 802,808 436,269 272,235 240,210 186,017
Non-interest bearing deposits................. 194,185 100,785 59,539 83,598 58,371
Shareholders’ equity.......c........ 172,294 98,870 54,498 50,912 39,693
Tangible shareholders’ equity.........cc.......... 124,241 51,752 49,788 46,106 34,769
INCOME STATEMENT DATA
Interest iNCOME ....veveevverreeeereericeeereeeienreeaes $ 28,539 $ 30,250 $ 24699 $ 19,948 $ 10,979
INterest EXPEnSe ...cvuvrvvereecrrerrenerearnnrerenenenss 7,246 9,584 9,474 6,233 2,813
Net interest inCOMe.........ocveverrrererererererenen. 21,293 20,666 15,225 13,715 8,166
Provision for loan 10SSes..........occeeveveeevennenn. 13,240 1,910 145 181 194
Net interest income after provision for
10an 10SSES ....covvvvveveriiiririri e 8,053 18,756 15,080 13,534 7,972
Gain on acquisition 23,292 — — — —
Other non-interest INCOME .........evrvveervveennnnn. 2,876 2,037 1,911 1,418 1,656
Non-interest EXPense .........ccerereverevererererenen. 26,168 22,904 16,989 14,887 10,183
Income tax expense (benefit)... 2,884 (752) (3,391) — —
Net income (1088)....veeueeveneeceiriereireeenennns 4,720 (1,359) 3,393 65 (555)
Preferred stock dividends earned.................. (774) (368) — — —
Net income (loss) available to common
shareholders.......cceovevrvvineerecenreereeiennnne, $ 3,946 § (1,727) $ 3393 § 65 § (555)
PER SHARE DATA®
Basic earnings (loss) per share .................... $ 030 § (0.25) $ 072 % 0.01 $ (0.20)
Diluted earnings (loss) per share ................. $ 030 § 0.25) $ 071 % 0.0t $ (0.20)
Book value per common share ..................... $ 695 § 1087 § 11.61 $ 1078  § 10.15
Tangible book value per common share........ $ 500 $ 544 § 10.61 $ 976 $ 8.89
SELECTED OPERATING RATIOS
Return on average assets .......c.coeverreeresnennen. 0.60% 0.25)% 0.97% 0.02% (0.28)%
Return on average shareholders’ equity........ 3.19% (1.63)% 6.64% 0.13% 2.20)%
Net interest margin ..........ccceeveeeeemserrervenenen, 3.69% 4.23% 4.72% 5.20% 4.51%
SELECTED ASSET QUALITY DATA,
CAPITAL AND ASSET QUALITY
RATIOS
EQUItY/aSSets.....oveceeerererierrrereresiseensiesnennanas 16.97% 16.00% 14.50% 15.32% 16.10%
Tangible equity/tangible assets.... 12.84% 9.07% 13.42% 14.08% 14.39%
Non-performing loans/total loans ... 2.84% 2.18% 0.10% 0.44% 0.72%
Non-performing assets/total assets ..... 1.97% 1.72% 0.07% 0.33% 0.56%
Allowance for loan losses/total loans ........... 1.95% 1.19% 0.73% 0.84% 0.99%
Allowance for loan losses/non-performing
08NS ..., 69% 55% 742% 193% 137%
Net charge-offs (recoveries)/average loans... 1.14% 0.21% 0.08% 0.03)% (0.27)%
REGULATORY CAPITAL RATIOS FOR
THE COMPANY
Leverage Ratio .....ccceeeeeeeccnieveninesnnreeinnnnes 17.33% @ 8.15% 14.71% 14.98% 15.21%
Tier 1 Risk-based Capital 23.54% 9.46% 14.71% 16.36% 16.59%
Total Risk-based Capital 25.76% 11.69% 15.37% 17.11% 17.47%
REGULATORY CAPITAL RATIOS FOR
THE BANK:
Leverage Ratio ...........o..coeerveeveverreereesrirsrnn 10.70% ©@ 6.91% 9.69% 11.02% 12.35%
Tier 1 Risk-based Capital ........c.cecvrrrreeerernnn, 14.67% 8.03% 10.93% 12.04% 13.46%
Total Risk-based Capital ............oeceeeerenene. 16.91% 10.26% 11.59% 12.79% 14.34%

(a) All historical per share data has been adjusted for the 1:10 reverse stock split effective August 19, 2005.

(b) Includes Equitable Merger and Citrus Acquisition

(c) Includes Republic transaction

(d) Based on year end total assets, the Leverage Ratio of the Company is 12.72% and for 1* United Bank is 7.85%.
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GAAP Reconciliation

(Dollar amounts in thousands, except per share amounts)

As of and for the Years Ended December 31,

2009 2008 2007 2006 2005
TOtal @SSELS c.vevveereereerrecriiiicsie et ebe s $ 1,015,567 § 617,821 $ 375,834 § 332,244 $ 246,580
GOOAWL o creeveeemereeersesseessesremeereees s srssseneen (45,008) (45,008) (4,553) (4,553) (4,553)
Intangible assets, NEt .......coeveernriiiieriirerireeniieens (3,045) (2,110) (157) (253) (371)
Tangible Assets ... $ 967,514 3 570,703 $ 371,124 $ 327,438 § 241,656
Shareholders’ EqUILY ..........ooovvvvererveereerrsssssssessesren $ 172294 $ 98,870 $ 54498 $ 50912 § 39,693
GOOAWIL oo ssesreesesseer s sssesssieseee (45,008) (45,008) (4,553) (4,553) (4,553)
TDtANGTBIE ASSELS, T1EL crrrorevreeereeererresscesmersereereres (3,045) (2,110) (157) (253) (371)
Tangible shareholders’ equity................c.c.co..... $ 124,241 $ 51,752 § 49,788 $ 46,106 $§ 34,769
Book value per common share..........cocoovereennnns $ 693 § 1087 $ 11.61 § 1078 § 10.15
Effect of intangible assets (1.93) (5.43) (1.00) (1.02) (1.26)
Tangible book value per common share........... $ 500 § 544 $ 10.61 $ 9.76 § 8.89
Item 6. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s discussion and analysis (“MD&A”) provides supplemental information, which sets forth the major factors that
have affected our financial condition and results of operations and should be read in conjunction with the Consolidated
Financial Statements and related notes included in the Annual Report on Form 10-K. The MD&A is divided into subsections
entitled “Business Overview,” “Financial Overview,” “Financial Condition,” “Results of Operations,” “Interest Rate Risk
Management,” “Liquidity and Capital Resources,” “Off-Balance Sheet Arrangements,” and “Critical Accounting Policies.”
The following information should provide a better understanding of the major factors and trends that affect our earnings
performance and financial condition, and how our performance during 2009 compares with prior years. Throughout this

section, 1% United Bancorp, Inc., and its subsidiaries, collectively, are referred to as “Company,” “we,” “us,” or “our.” Unless
the context indicates otherwise, all dollar amounts in this MD&A are in thousands.

CAUTION CONCERNING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, including this MD&A section, contains “forward-looking statements” within the meaning
of the Private Securities Litigation Reform Act of 1995. These forward-looking statements include, among others, statements
about our beliefs, plans, objectives, goals, expectations, estimates and intentions that are subject to significant risks and
uncertainties and are subject to change based on various factors, many of which are beyond our control. The words “may,”
“could,” “should,” “would,” “believe,” “anticipate,” “estimate, target,” “goal,” and similar
expressions are intended to identify forward-looking statements.

ELINT3 7 EERNY3S

expect,” “intend,” “plan,

ELINT3 99 <¢

All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future results may differ
materially from those set forth in our forward-looking statements. Please see the Introductory Note and Item 14 Risk Factors
of this Annual Report for a discussion of factors that could cause our actual results to differ materially from those in the
forward-looking statements.

However, other factors besides those listed in Item 14 Risk Factors or discussed in this Annual Report also could adversely
affect our results, and you should not consider any such list of factors to be a complete set of all potential risks or
uncertainties. Any forward-looking statements made by us or on our behalf speak only as of the date they are made. We do
not undertake to update any forward-looking statement, except as required by applicable law.

Business Overview
We are a financial holding company headquartered in Boca Raton, Florida.

On December 11, 2009, we announced that 1% United Bank, our banking subsidiary, had entered into a purchase and
assumption agreement (the “Republic Agreement’) with the Federal Deposit Insurance Corporation (“FDIC”), as receiver for
Republic Federal Bank, National Association (“Republic”), Miami, Florida (the “Republic Acquisition”). According to the
terms of the Republic Agreement, 1% United Bank assumed all deposits (except certain brokered deposits) and borrowings,
and acquired certain of the assets of Republic. All deposits were assumed by 1% United Bank. Assets acquired included $238
million in loans based on Republic’s carrying value and $64.2 million in cash and investments. All of Republic’s
repossessed or foreclosed real estate and substantially all non-performing loans were retained by the FDIC. Republic
operated four banking centers in Miami-Dade County, Florida, which immediately became banking centers of 1* United.
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The acquired loans are covered by two loss share agreements (the “Loss Share Agreements”) between the FDIC and 1st
United Bank, which affords 1st United Bank significant loss protection. Under the Loss Share Agreements, the FDIC will
cover 80% of covered loan and foreclosed real estate losses up to $36 million and 95% of losses in excess of that amount.
The Loss Share Agreements also cover third party collection costs and 90 days of accrued interest on covered assets. The
term for loss sharing on residential real estate loans is ten years, while the term for loss sharing on non-residential real estate
loans is five years with respect to losses and eight years with respect to loss recoveries. The reimbursable losses from the
FDIC are based on the book value of the relevant loan as determined by the FDIC at the date of the transaction. New loans
made after that date are not covered by the Loss Share Agreements.

1st United Bank received a $34.2 million net discount on the assets acquired. The acquisition was accounted for under the
purchase method of accounting in accordance with FASB ASC 805, “Business Combinations.” The purchased assets and
assumed liabilities were recorded at their respective acquisition date fair values, and identifiable intangible assets were
recorded at fair value. Fair values are preliminary and subject to refinement for up to one year after the closing date of the
acquisition as new information relative to closing date fair values becomes available. We recorded an estimated receivable
from the FDIC in the amount of $32.9 million as of December 11, 2009, which represents the fair value of the FDIC’s
portion of the losses that are expected to be incurred and reimbursed to us. The Loss Sharing Agreements are subject to
certain servicing procedures as specified in the agreements.

An acquisition gain totaling $23.3 million resulted from the acquisition and is included as a component of noninterest income
on the statement of income.

On August 15, 2008, 1* United Bank completed an acquisition of the branch network, substantially all of the deposits, and
selected loans of Citrus Bank, N.A., headquartered in Vero Beach, Florida. We refer to this as the Citrus Acquisition. The
Citrus Acquisition resulted in the assumption and acquisition of approximately $87.5 million in deposits and $38 million in
net loans. In addition, we expanded our banking centers to Vero Beach, Sebastian, and Barefoot Bay, Florida. As a condition
of receiving regulatory approval of the acquisition, we committed not to enter into any additional acquisition agreements
unless it is funded with common stock or until we have been profitable for four consecutive quarters.

On February 29, 2008, we completed the merger and acquisition of Equitable Financial Group, Inc. (“Equitable”) and its
wholly-owned subsidiaries Equitable Bank and Equitable Equity Lending, which we refer to as the Equitable Merger. We
issued 1,928,610 shares of our common stock and paid cash of approximately $27.6 million to the Equitable shareholders and
option holders. The Equitable Merger increased our banking centers from 8 to 11 locations. In addition, we acquired
approximately $146.9 million in net loans, $29.9 million in cash and securities, $136.0 million in deposits and $25.7 million
in repurchase agreements and borrowings in the Equitable Merger. We recorded approximately $37.4 million in goodwill and
$1.4 million in core deposit intangibles as a result of the Equitable Merger.

We follow a business plan that emphasizes the delivery of commercial banking services to businesses and individuals in our
geographic market who desire a high level of personalized service. The business plan includes business banking, professional
market services, real estate lending and private banking, as well as full community banking products and services. The
business plan also provides for an emphasis on our Small Business Administration lending program, as well as on small
business lending. We focus on the building of a balanced loan and deposit portfolio, with emphasis on low cost liabilities and
variable rate loans.

As is the case with banking institutions generally, our operations are materially and significantly influenced by general
economic conditions and by related monetary and fiscal policies of financial institution regulatory agencies, including the
Federal Reserve Bank and the FDIC. Deposit flows and costs of funds are influenced by interest rates on competing
investments and general market rates of interest. Lending activities are affected by the demand for financing of real estate and
other types of loans, which in turn is affected by the interest rates at which such financing may be offered and other factors
affecting local demand and availability of funds. We face strong competition in the attraction of deposits (our primary source
of lendable funds) and in the origination of loans.

Financial Overview

. Net earnings for the year ended December 31, 2009 were $4.7 million compared to a net loss of $1.4
million in 2008. Our results for 2009 were impacted by a gain due to the Republic Acquisition of $23.3
million offset by acquisition related costs of $2.7 million and provision for loan losses of $13.2 million.

. Net interest margin declined to 3.69% for the twelve months ended December 31, 2009 compared to 4.23%
for the twelve months ended December 31, 2008.

44



. Non-accrual loans at December 31, 2009 represented 2.83% of total loans compared to 1.76% at
December 31, 2008.

. The changes in operating results for the period ended December 31, 2009 when compared to the period
ended December 31, 2008, and for the balance sheet at December 31, 2009 when compared to
December 31, 2008, were substantially a result of the Republic Acquisition, Equitable Merger and Citrus

Acquisition.

. Total assets increased to $1.016 billion at December 31, 2009 from $617.8 million at December 31, 2008
primarily due to the Republic Acquisition.

. Total shareholders’ equity increased to $172.3 million at December 31, 2009 from $98.9 million at
December 31, 2008 primarily due to the common stock offering during 2009 which resulted in net proceeds
of $74.9 million.

. The percentage of non-interest bearing deposits to total deposits was 24.2% at December 31, 2009

compared to $23.1% at December 31, 2008.

Financial Condition

At December 31, 2009, our total assets were $1.016 billion and our net loans were $667.7 million or 65.7% of total assets.
At December 31, 2008, our total assets were $617.8 million and our net loans were $480.4 million or 77.8% of total assets.
The increase in net loans from December 31, 2008 to December 31, 2009 was $187.2 million or 39.0%. This increase was
mainly attributed to the Republic Acquisition which added approximately $198.5 million in net loans. During 2009, we had
new loan production of $58.6 million (including loans originated for sale) which was offset by payoffs, sales, pay downs and
charge-offs of approximately $69.9 million.

At December 31, 2009, the allowance for loan losses was $13.3 million or 1.95% of total loans. At December 31, 2008, the
allowance for loan losses was $5.8 million or 1.19% of total loans.

At December 31, 2009, our total deposits were $802.8 million, an increase of $366.5 million (84%) over December 31, 2008
of $436.3 million. Non interest bearing deposits represented 24.2% of total deposits at December 31, 2009 compared to
23.1% at December 31, 2008. The increase was mainly due to the Republic Acquisition in December 2009 which added
approximately $349.6 million in deposits.

Federal Home Loan Advances decreased $51 million to $5 million at December 31, 2009 when compared to 2008 primarily
due to repayments due to the net liquidity received in the Republic Acquisition of approximately $137 million after repaying
Republic’s borrowings.

Results of Operations

We recorded net earnings of $4.7 million for the year ended December 31, 2009, compared to a loss of $1.4 million for the
year ended December 31, 2008. The income for the year was substantially attributed to a gain from the Republic Acquisition
of $23.3 million, offset by an increase of $13.2 million to the loan loss reserve and acquisition costs of $2.7 million. Overall
operating expenses increased primarily as a result of the Republic Acquisition in December 2009, and a full year of operating
costs related to the Equitable Merger and Citrus Acquisition in 2008.

We recorded a loss of $1.4 million for the year ended December 31, 2008, compared to earnings of $3.4 million for the year
ended December 31, 2007. The loss for 2008 was substantially attributed to a merger related expense of $1.4 million and an
increase of $1.9 million to the loan loss reserve. The decrease in net earnings was mainly due to this merger related expense
in 2008, and a significant tax benefit of $3.4 million recorded in 2007, which we did not receive in 2008. In addition, a lower
net interest margin in 2008 resulted from the aggressive reduction to the prime lending rate during 2008. Operating expenses
increased as a result of the Equitable Merger and Citrus Acquisition transactions during 2008.

Net Interest Income

Net interest income, which constitutes the principal source of our income, represents the excess of interest income on
interest-earning assets over interest expense on interest-bearing liabilities. The principal interest-earning assets are federal
funds sold, investment securities, and loans. Interest-bearing liabilities primarily consist of time deposits, interest-bearing
checking accounts (“NOW accounts”), savings deposits, money market accounts, FHLB borrowings, and repurchase
agreements. Funds attracted by these interest-bearing liabilities are invested in interest-earning assets. Accordingly, net
interest income depends upon the volume of average interest-earning assets and average interest-bearing liabilities and the
interest rates earned or paid on them.
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The following table reflects the components of net interest income, setting forth for the periods presented, (1) average assets,
liabilities and shareholders’ equity, (2) interest income earned on interest-earning assets and interest paid on interest-bearing
liabilities, (3) average yields earned on interest-earning assets and average rates paid on interest-bearing liabilities, (4) our net
interest spread (i.e., the average yield on interest-earning assets less the average rate on interest-bearing liabilities) and (5) our
net interest margin (i.e., the net yield on interest earning assets).

Net interest earnings for the years ended December 31, 2009 and 2008 are reflected in the following table:

(Dollars in thousands) Year ended
December 31, 2009 December 31, 2008
Average Average
Interest Rates Interest Rates
Average Income/ Earned/ Average Income/ Earned/
Balance Expense Paid Balance Expense Paid
Assets
Interest-earning assets
L0ans (8) ceoeeveeririneeeniere et $ 506,625 $ 26,196 517% $ 439,124 § 28,017 6.38%
Investment SECUNILIES ...cvvvveiveerereeireeeesreeneeneenne 48,289 2,118 4.39% 36,417 1,806 4.96%
Federal funds sold and securities purchased
under resale agreements ...........cccoveveeresueerenns 22,236 225 1.01% 13,472 427 3.17%
Total interest earning assets .........c.cveeeveveerieenane 577,150 28,539 4.94% 489,013 30,250 6.19%
Non-interest earning assets .........cco.eveereerereereereerenns 82,508 66,246
Allowance for 10an 10SSes .........ccovvvrvevrerrereeerenrennen (6,590) (4,133)
TOtAl ASSELS .ovvrerereirenrererirereeeeseerereerere e sesseresnas $ 653,068 $ 551,126

Liabilities and Shareholders’ Equity
Interest-bearing liabilities

NOW QCCOUNLS .nvrerereeeeeeeeeseeeeereeeeeeeeereneseneneeens $ 63,150 $ 154 024% $ 47851 $ 456 0.95%
Money market accounts 105,755 1,055 1.00% 92,959 1,804 1.94%
Savings accounts .............. 14,842 97 0.65% 9,585 69 0.72%
Certificates of deposit ........ocooveveecvecrenenecerennnn 183,550 5,204 2.84% 157,601 5,861 3.72%
REPOS ettt 14,331 38 0.27% 20,061 204 1.02%
Other DOrTOWINGS ...eecvevverrereereerveereesresieereeenenees 33,932 698 2.06% 41,553 1,190 2.86%
Total interest-bearing liabilities .............c......... 415,560 7,246 1.74% 369,610 9,584 2.59%
Non-interest-bearing liabilities ......c...ccccevervrerverennn
Demand deposit accounts ..........coveeerererereenenn. 108,716 93,451
Other Habilities ......coocveeeeevieerecieieece e 4,929 4,461
Total non-interest-bearing liabilities ............... 113,645 97,912
Shareholders’ EQUItY ......ccvveievreeneerrcrrerireeneeeneeeneene 123,863 83,604
Total Liabilities and Shareholders’ Equity .......... $ 653,068 $ 551,126
Net interest SPread .........ccccecceveeirenreererienneieenreesesenens $ 21,293 3.20% $ 20,666 3.59%
Net interest on average earning assets-Margin (b) ...... 3.69% 4.23%

(a) Average loans include non-performing loans. Interest on loans includes loan fees of $175 in 2009, $427 in 2008, and
$209 in 2007.

(b) Net interest margin is net interest income divided by average total interest-earning assets.

Net interest income was $21.3 million for the year ended December 31, 2009 compared with $20.7 million for the year ended
December 31, 2008, an increase of $627,000 or 3%. The increase resulted primarily from an increase in average earning
assets of $88 million or 18% due primarily to the Equitable Merger and Citrus Acquisition in 2008, and the common stock
offering and Republic Acquisition in 2009. This increase was substantially offset by a decrease in net interest margin. The
net interest margin for the year ended December 31, 2009, was negatively impacted by the full impact of decreases in the
overnight Federal funds rate and 1st United Bank’s and the prime lending rate published in The Wall Street Journal which
occurred throughout the last quarter of 2007 and throughout 2008. A substantial portion of 1st United Bank’s loans
(approximately 51% of total loans) fluctuate at least quarterly with changes in 1st United Bank’s and The Wall Street
Journal’s prime rate. Since January 1, 2007, 1st United Bank’s and the The Wall Street Journal’s lending prime rate has
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decreased from 8.25% to 3.25% at December 31, 2009. This decrease has had a negative impact on our interest income and
margin. We expect that the 175 basis point decrease in the overnight Federal funds rate since October 2008 and the similar
decrease in 1st United Bank’s and The Wall Street Journal’s prime rate to have a further negative impact on our net interest
income and margin.

Net interest earnings for the years ended December 31, 2008 and 2007 are reflected in the following table:

Year ended
December 31, 2008 December 31, 2007
Average Average
Interest Rates Interest Rates
(Dollars in thousands) Average Income/ Earned/ Average Income/ Earned/
Balance Expense Paid Balance Expense Paid
Assets
Interest-earning assets
LOANS (B) cvevrvveereireeenrieereesre e $ 439,124 § 28,017 638% $ 274,030 § 22,398 8.17%
Investment SECUrities ........c..ccvevercnnenns 36,417 1,806 4.96% 36,190 1,664 4.60%
Federal funds sold, securities purchased
under resale agreements and other ...... 13,472 427 3.17% 12,543 637 5.08%
Total interest earning assets .........c......... 489,013 30,250 6.19% 322,763 24,699 7.65%
Non-interest earning assets 66,246 28,446
Allowance for loan losses (4,133) (2,229)
TOtal ASSELS vveeervrerererieeeneeeerereeeeeneenne $ 551,126 $ 348,980
Liabilities and Shareholders’ Equity
Interest-bearing liabilities
NOW aCCOUNES .vevviereieeeieieieeeeeenenene $ 47,851 $ 456 095% $ 35722 § 642 1.80%
Money market acCOUNts .......ccoveereeeuenaes 92,959 1,804 1.94% 64,984 2,428 3.74%
Savings accounts 9,585 69 0.72% 3,010 10 0.33%
Certificates of deposit ......ccoceervrerveeercnne 157,601 5,861 3.72% 79,520 4,178 5.25%
Federal funds purchased and Repos ....... 20,061 204 1.02% 19,645 779 3.97%
Other bOrToOWINgs ......ceoveeevevervcrcerrenenene 41,553 1,190 2.86% 27,107 1,437 5.30%
Total interest-bearing liabilities .......... 369,610 9,584 2.59% 229,988 9,474 4.12%
Non-interest-bearing liabilities
Demand deposit accounts ........c.ccceeeuenee 93,451 66,101
Other Liabilities ......cccoveeveeevieeieercrereeenns 4,461 1,768
Total non-interest bearing liabilities ... 97,912 67,869
Shareholders’ EQUItY ......cccoocoeciniiciininnnnns 83,604 51,123
Total Liabilities and Shareholders’ Equity . $ 551,126 $ 348,980
Net interest Spread ......oovevvveveercrenrerererecenenrererenenes $ 20,666 3.59% $ 15225 3.53%
Net interest on average earning assets — Margin (b) 4.23% 4.72%

(a) Average loans include non-performing loans. Interest on loans includes loan fees of 8427 in 2008, 8209 in 2007, and
$229 in 2006.

(b) Net interest margin is net interest income divided by average total interest-earning assets.

Our 2008 net interest income was positively impacted by the increase in loans primarily from the $184.7 million of loans we
acquired in the Equitable Merger and Citrus Acquisition. As the Equitable Merger was effective February 29, 2008, the
merged assets affected net income for ten months, while the Citrus Acquisition, which was effective August 15, 2008,
affected operations for four and one-half months. Total loans grew by $201.5 million, or 70.6%, from $285.4 million at
December 31, 2007 to $486.9 million at December 31, 2008. At December 31, 2008, net loans represented 77.9% of total
assets and 110.3% of total deposits versus 75.4% of total assets and 104% of total deposits at December 31, 2007. Net
interest margin for the year ended December 31, 2008 were negatively impacted by the impact of decreases in the overnight
Federal funds rate and 1st United Bank’s and the prime lending rate published in The Wall Street Journal which occurred in
the last quarter of 2007 and throughout 2008. A substantial portion of 1st United Bank’s loans (approximately 60% of total
loans) fluctuate at least quarterly with changes in 1st United Bank’s and The Wall Street Journal’s prime rate. Since
January 1, 2007, 1st United Bank’s and The Wall Street Journal’s lending prime rate has decreased from 8.25% to 3.25% at
December 31, 2008. This decrease has had a negative impact on our interest income and margin.
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Rate Volume Analysis

The following table sets forth certain information regarding changes in our interest income and interest expense for the year
ended December 31, 2009, as compared to the year ended December 31, 2008, and during the year ended December 31, 2008
as compared to the year ended December 31, 2007. For each category of interest-earning assets and interest-bearing
liabilities, information is provided on changes attributable to changes in interest rate and changes in the volume. Changes in

both volume and rate have been allocated based on the proportionate absolute changes in each category.

Changes in interest earnings for the years ended December 31, 2009 and 2008 were as follows:

(Dollars in thousands)

Assets
Interest-earning assets

LOANS ..ttt ettt e e rrar e e e e e e s e nnens
Investment SECUIILIES ......covvvvvrreriereeeiriinrerereeeeeeeeerenees

Federal funds sold and securities purchased under

resale agreements .........ooecvveeveeveeeenieneennrenreenreenens
Total interest-earning assets ............cceoeereerervescnnes

Liabilities and Shareholders’ Equity
Interest-bearing liabilities

NOW accounts ........cceeeeceericrioireneeentenee e e
Money market aCCOUNES ......ceeveeereererreerriererererrenerens
SavINgSs ACCOUNLS ..c.eeveueriereriereecreereneeeeresreeeneereseenenne
Certificates 0f depoSit .....covveeereeericeiereeeneneeeeene
Federal funds purchased and repos .........ccccceveerveneene
Other DOITOWINGES ...ovvvveeviieieeieniernieenieressreeeoreresneeeanes

Total interest-bearing liabilities ...........cccoeereerenenen.

Net interest SPread .......cveevereenirerceeeeneee e eee e

Years ended
December 31, 2009 and 2008

Change in Variance Variance
Interest Due to Due to
Income/ Volume Rate
Expense Changes Changes

$  (1,821) $ 3,941 $ (5,762)
312 539 227)

(202) 185 (387)

$ (1,711) $ 4,665 $ (6,376)
$ (302) $ 113 $ (415)
(749) 222 (971)

28 35 )

(657) 871 (1,528)

(166) (46) (120)

(492) (194) (298)

$ (2,338) $ 1,001 $ (3,339
$ 627 $ 3664 $ (3,037

Changes in interest earnings for the years ended December 31, 2008 and 2007 were as follows:

(Dollars in thousands)

Assets
Interest-earning assets

LLOAMS oo
Investment SECUTILIES .....cooivvveuveirieeiceeieeeeeeeeeeseianes

Federal funds sold and securities purchased under

resale AZreCMENTS ...veeeeiereereereeierereereeere s
Total interest-earning assets .........c.ccccecerveerrvercverrenns

Liabilities and Shareholders’ Equity
Interest-bearing liabilities

NOW aCCOUNLS ...oeiiviiiiiieeiiereiieeeceeeseeeeeeseeeeeieees
Money market aCCOUNLS .....cccoveeerieerveeeriierenesieresieenane
SavINGS ACCOUNLS ...eevevierrerrerrerieeererererereseeeeeeneeeneeas
Certificates of deposit .......ccoceverviniieniiiieiniiniieiieens
Federal funds purchased and repos ........ccccceevevrverieenne.
Other DOTTOWINGS ..ccovvverviieeeiiirrireenieereeeereeeeeeernrerenees

Total interest-bearing liabilities .........ccc.coeeeviveriueennne

Net interest Spread .........oococeeeiviiiceveniceinncnecnene
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Years ended

December 31, 2008 and 2007

Changein  Variance  Variance
Interest Due to Due to
Income/ Volume Rate
Expense Changes Changes

$ 5619 $ 11,324 § (5,705)

142 10 132
(210) 44 (254)
$ 5551 § 11,378 $ (5.827)
$ (186) 3 175§ (361)
(624) 808 (1,432)

59 38 21
1,683 3,179 (1,496)
(575) 16 (591)
(247) 577 (824)
$ 110 $§ 4,793 § (4,683
$ 5441 $ 6,585 § (1,144)




Provision for Loan Losses

The provision for loan losses is charged to earnings to bring the allowance for loan losses to a level deemed appropriate by
management and is based upon anticipated experience, the volume and type of lending conducted by us, the amounts of past
due and non-performing loans, general economic conditions, particularly as they relate to our market area, and other factors
related to the collectability of our loan portfolio. For the year ended December 31, 2009, the provision for loan losses was
$13.2 million as compared to $1.9 million for 2008. The primary reason for the increase was due to continuing deterioration
of market conditions which resulted in an increase in classified loans, reduced appraisal valuations, increased non-performing
loans, and an increase in charge-offs during the year. For the year ended December 31, 2008, the provision for loan losses
was $1.9 million as compared to $145,000 for the year ended December 31, 2007. The primary reason for the increase was
due to deterioration of market conditions, which resulted in an increase in non-performing loans, and an increase in charge-
offs during the year. As of December 31, 2009 and 2008, the allowance for loan losses was 1.95% and 1.19%, respectively,
of total loans. As of December 31, 2009 and 2008, the allowance for loan losses to non-accrual loans was 69.0% and 68.0%,
respectively.

Non-Interest Income

Following is a schedule of non-interest income for the years ended December 31, 2009, 2008, and 2007:

(Dollars in thousands) Year ended
December 31,
2009 2008 2007

Service charges fees on deposit aCCOUNtS ........ceeveeeerereviieeerenens $ 1418 $ 1262 § 573
Loss on sale 0f OREO......c.cooieiiieieiecieeeeeeeeee e (64) — —
Net gain on sale of SECUTILIES ...c..covereeierieriererineeirereecr e 596 119 —
Net gain on sale and fee referrals of government guaranteed

JOANS ettt e — 17 371
Net gain on sale of residential real estate loans ..........c.cceeeeveneene 98 109 491
Increase in cash surrender value of company owned life

INSUTANICE .eevvivriereniienirenieenieenieenuteeeeseeeneenesneonneeseessreranesanesns 156 178 177
Gain 0N ACQUISTHION «..cveveiieirieieiencee e 23,292 — —
ONET ettt a s e sens 223 352 299

$25719 $§ 2,037 § 1911

Non-interest income increased to $25.7 million for the year ended December 31, 2009 from $2 million in 2008. The increase
of $23.7 million was mainly the result of a one-time recorded gain on acquisition of $23.3 million due to the Republic
Acquisition.

Service charges and fees on deposit accounts have increased by $156,000 or 12.4% for the year ended December 31, 2009, as
compared to the year ended December 31, 2008. This increase was primarily due to the increase in average deposits of
18.6% in 2009 as compared to 2008 due primarily from the full year of deposits from the Equitable Merger and Citrus
Acquisition.

We have experienced an overall slow down in the origination of residential loans for sale since 2007 resulting in a decrease in
net gain on sales of residential loans from $491,000 in the year ended December 31, 2007 to $98,000 for the year ended
December 31, 2009. The slow down has been primarily a result of the overall slow down in home sales in South Florida.
We have reduced the staff originating residential loans from seven in 2007 to two employees as of December 31, 2009.

Service charges and fees on deposit accounts increased by $684,000 or 120.2% for the year ended December 31, 2008, as
compared to the year ended December 31, 2007. The increase was primarily due to the increase in deposits resulting from
the Equitable Merger and Citrus Acquisition. Gain on sale of residential loans decreased by $382,000 or 77.8% for the year
ended December 31, 2008, when compared to the year ended December 31, 2007. This decrease was primarily due to the
slowdown of the economy in 2008.

During the year ended December 31, 2009, we sold approximately $32.1 million of securities resulting in a net gain of
$596,000 as compared to 2008 where we sold $7.1 million of securities for a net gain of $119,000.

Other non-interest income decreased by $129,000 to $223,000 at December 31, 2009, primarily due to a reduction in
prepayment penalty income on loans during 2009.

As we discussed in the section “Lending Activity” in Item 1 above, we generally sell the guaranteed portions of SBA loans
we originate. Gain on sales of loans represents the portion of the gain on such sales that is recognizable under generally
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accepted accounting principles. Included in other fee income is loan servicing fee income on the portion of SBA loans sold.
The amount recognized as income is directly related to the balances of loans outstanding serviced by us. In addition, we sell
most of our first mortgage residential loans, servicing released.

Non-Interest Expenses

Following is a schedule of non-interest expense for years ended December 31, 2009, 2008 and 2007:

(Dollars in thousands) Year ended
December 31,
2009 2008 2007

Salaries and employee benefits ...........cocovvveererieeeicieriereiniereenes $ 9,808 $10,540 $ 9,281
OCCUPANCY EXPEIISE .evvvenvveerireennreeerirerrierieersiuessreesssaessseessreesaes 6,113 5,634 4,007
Data ProCESSING ...vovvverieriiniinieeniieniiesieeieeieeieenreenseeseescasssasssens 1,858 1,684 1,167
TelePhone .....cccooviiiiiieeceee e e 557 531 412
AQVEILISINE vevvevvevreieieiinieieeri ettt ettt s 78 119 167
Stationary and SUPPLIES ......ceveveveererereerinicierrte e 224 294 233
Amortization of intangibles .........ccevvvverininininireie s 313 250 96
FDIC SSESSIMENT ...eveeieeieeeeieieeeeeeeeceeveeeeeeveeeeenreeesesaneesssnseeeeens 1,140 327 135
Professional fE€S .........ccvvivevericiieieececei et 1,134 278 207
Acquisition related eXPEenSes .......cccevviereevereriiererirenerieeenrenieneeas 2,711 1,395 —
Impairment losses recognized in earnings 120 130 —
OTHET vttt et et eae et e e et e aeeeteseneeaeaeneenns 2,112 1,722 1,284

$26,168 $22,904 $16,989

Non-interest expense is comprised of salaries and employee benefits, occupancy and equipment expense, and other operating
expenses incurred in supporting our various business activities. During the year ended December 31, 2009, non-interest
expense increased to $26.2 million compared to $22.9 million for the year ended December 31, 2008, an increase of $3.3
million or 14.3%.

Salary and employee benefit costs were $9.8 million in 2009 or $732,000 less than 2008. The decrease is primarily due to
approximately 24 employees that were acquired in the Equitable Merger and Citrus Acquisition and worked for us a portion
of 2008 and were terminated after the conversion and integration of the entities.

As part of the Republic Acquisition on December 11, 2009, we added 85 employees. Of these 85 employees, we anticipate
35 positions being eliminated by June 30, 2010. In addition, we anticipate expensing in the first half of 2010 approximately
$700,000 in stay bonuses and severance to certain staff who stay through the conversion and integration of Republic.

Occupancy expenses were $6.1 million in 2009 or an increase of $479,000 compared to 2008. The increase was primarily a
result of a full year of occupancy costs related to the locations added from the Equitable Merger and the Citrus Acquisition in
2008.

As part of the Republic Acquisition we added four new banking centers. By March 11, 2010, we may request that the FDIC
repudiate the leases on these banking centers. As of the date of the Form 10-K, we have not requested the FDIC to repudiate.
We will continue to pay rent on these spaces under the current leases entered into by Republic until we either vacate the
space after the repudiation, or negotiate a new lease for the existing space or identify an alternative site for the branch facility.

Data processing costs were $1.86 million or an increase of $174,000 compared to 2008, primarily as a result of the full year
of costs related to the increased loans and deposits serviced from the Equitable Merger and Citrus Acquisition.

Professional fees were $1.13 million, or an increase of $856,000 compared to 2008 primarily as a result of collection efforts
from the increase in non-performing loans, classified assets and charge-offs during 2009.

The FDIC assessment increased due to the increase in deposits during the year as well as a special assessment of $293,000 in
2009 that the FDIC assessed on all financial institutions. In addition, our assessment rates which also include those for

participating in the FDIC transactions account guarantee program, increased from 6.25 to 14.50 basis points during the year.

Acquisition related costs of $2.7 million in 2009 related primarily to integration, legal and valuation expenses for the
Republic Acquisition, the termination of leases related to excess space and one-time compensation related costs.
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Other non-interest expense of $2.1 million in 2009 increased $390,000 compared to 2008 primarily due to the full year of
operations in 2009 from the Equitable Merger and Citrus Acquisition.

During the year ended December 31, 2008, non-interest expense increased to $22.9 million compared to $17.0 million for the
year ended December 31, 2007, an increase of $5.9 million or 34.8%. Merger related expenses accounted for approximately
$1.4 million of the increase. These expenses included the estimated current period costs related to the closing of three
offices, bonuses related to the Equitable Merger and miscellaneous other costs.

The remaining other expenses included in non-interest expense increased approximately $4.5 million from the year ended
December 31, 2007 compared to December 31, 2008. The individual increases were primarily a result of the Equitable
Merger and Citrus Acquisition whereby ten months of combined expenses were included in the period ended December 31,
2008 due to the Equitable Merger, and four and one-half months combined expenses from the Citrus Acquisition. Salaries
and employee benefits increased $1.3 million or 13.6% from the year ended December 31, 2007 to 2008. Total full-time and
part-time employees at December 31, 2007 were 104 and 13, respectively, compared to 141 full-time and 12 part-time at
December 31, 2008. Fifty employees added from the Equitable Merger were partially offset by a planned reduction in staff
of 16 employees. In addition, we added 22 new full-time and three part-time employees from the Citrus Acquisition.
Occupancy and equipment expense increased $1.6 million or 40.6% from the period ended December 31, 2007 to
December 31, 2008. The increase was a result of adding five new banking centers due to the Equitable Merger, and three new
banking centers as a result of the Citrus Acquisition, as well as expenses related to two new banking centers opened by us
since December 31, 2007, the recurring increase in costs due to relocating to a permanent facility for one branch and the
occupancy costs related to the operations center. Other operating expenses for the period ended December 31, 2008,
excluding the above merger related expenses, were $1.6 million higher or 44.2%, mainly due to the effect of the Equitable
Merger and the Citrus Acquisition.

During the year ended December 31, 2008, we converted the Equitable data processing system into ours. Approximately
$200,000 in personnel and data processing relating costs were incurred during the year ended December 31, 2008 related to
operating the two different systems for part of the period.

Income Tax Expense (Benefit)

During the year ended December 31, 2009, we recognized an income tax expense of $2.88 million due to pre-tax earnings of
$7.06 million.

In the year ended December 31, 2008, we recognized an income tax benefit of $752,000 due to the pre-tax loss of $2.1
million. We recognized an income tax benefit of $3.4 million for the year ended December 31, 2007 due to the reversal of a
valuation allowance related to deferred tax assets which management determined that the benefits will be utilized prior to
expiration.

Inflation

The impact of inflation on the banking industry differs significantly from that of other industries in which a large portion of
total resources are invested in fixed assets such as property, plant and equipment.

Assets and liabilities of financial institutions are virtually all monetary in nature, and therefore are primarily impacted by
interest rates rather than changing prices. While the general level of inflation underlies most interest rates, interest rates react
more to changes in the expected rate of inflation and to changes in monetary and fiscal policy. Net interest income and the
interest rate spread are good measures of our ability to react to changing interest rates and are discussed in further detail in
the section entitled “Results of Operations.”

Interest Rate Risk Management

Our net income is largely dependent on net interest income. Net interest income is susceptible to interest rate risk to the
degree that interest-bearing liabilities mature or reprice on a different basis than interest-earning assets. When interest-
bearing liabilities mature or reprice more quickly than interest-earning assets in a given period, a significant increase in
market rates of interest could adversely affect net interest income. Similarly, when interest-earning assets mature or reprice
more quickly than interest-bearing liabilities, falling interest rates could result in a decrease in net interest income. Net
interest income is also affected by changes in the portion of interest-earning assets that are funded by interest-bearing
liabilities rather than by other sources of funds, such as non-interest-bearing deposits and shareholders’ equity.

We manage our assets and liabilities through 1% United’s Asset Liability Committee (“ALCO”) Board Committee which
meets monthly. Management closely monitors 1% United’s three interest risk calculations, reporting the results of its rate
stress testing to ALCO on a quarterly basis.
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We have established policy limits of risk, which are quantitative measures of the percentage change in net interest income (a
measure of net interest income at risk) and the fair value of equity capital (a measure of economic value of equity (“EVE”) at
risk) resulting from a hypothetical change in interest rates for maturities from one day to 30 years. We measure the potential
adverse impacts that changing interest rates may have on our short-term earnings, long-term value, and liquidity by
employing simulation analysis through the use of computer modeling. The simulation model captures optionality factors such
as call features and interest rate caps and floors imbedded in investment and loan portfolio contracts. As with any method of
gauging interest rate risk, there are certain shortcomings inherent in the interest rate modeling methodology used by us. When
interest rates change, actual movements in different categories of interest-earning assets and interest-bearing liabilities, loan
prepayments, and withdrawals of time and other deposits, may deviate significantly from assumptions used in the model.
Finally, the methodology does not measure or reflect the impact that higher rates may have on adjustable-rate loan
customers’ ability to service their debts, or the impact of rate changes on demand for loan, lease, and deposit products.

Our interest rate risk management goal is to avoid unacceptable variations in net interest income and capital levels due to
fluctuations in market rates. Management attempts to achieve this goal by balancing, within policy limits, the volume of
floating-rate liabilities with a similar volume of floating-rate assets, by keeping the average maturity of fixed-rate asset and
liability contracts reasonably matched, by maintaining a pool of administered core deposits, and by adjusting pricing rates to
market conditions on a continuing basis.

The balance sheet is subject to testing for interest rate shock possibilities to indicate the inherent interest rate risk. Average
interest rates are shocked by plus or minus 100 and 200 basis points (“bp”) and plus 300bp, although we may elect not to use
particular scenarios that we determined are impractical in a current rate environment. It is management’s goal to structure the
balance sheet so that net interest earnings at risk over a 12-month period and the economic value of equity at risk do not
exceed policy guidelines at the various interest rate shock levels.

1¥ United has been consistently within policy limits on rates stress test up and down 100, 200, and 300 basis points, both for
net interest margin and EVE. Management has closely monitored 1* United’s gap position which for the most part has been
asset sensitive during a rising rate environment. Variations on EVE have consistently shown low volatility.

Liquidity and Capital Resources

Liquidity
We manage our liquidity position with the objective of maintaining sufficient funds to respond to the needs of depositors and
borrowers and to take advantage of earnings enhancement opportunities. In addition to the normal inflow of funds from core-
deposit growth together with repayments and maturities of loans and investments, we utilize other short-term funding sources

such as brokered time deposits, securities sold under agreements to repurchase, overnight federal funds purchased from
correspondent banks and the acceptance of short-term deposits from public entities, and Federal Home Loan Bank advances.

We monitor and manage our liquidity position on several bases, which vary depending upon the time period. As the time
period is expanded, other data is factored in, including estimated loan funding requirements, estimated loan payoffs,
investment portfolio maturities or calls, and anticipated depository buildups or runoffs.

We classify all of our securities as available-for-sale, thereby maintaining liquidity. Our liquidity position is further enhanced
by structuring our loan portfolio interest payments as monthly complemented by retail credit and residential mortgage loans
in our loan portfolio, resulting in a steady stream of loan repayments. In managing our investment portfolio, we provide for
staggered maturities so that cash flows are provided as such investments mature.

Our cash flows are comprised of three classifications: cash flows from operating activities, cash flows from investing
activities, and cash flows from financing activities. Cash flows used in investing activities, offset by those provided by
operating activities and financing activities, resulted in a net increase in cash and cash equivalents of $116.1 million from
December 31, 2008 to December 31, 2009, and during 2009 we experienced net cash transferred from acquisitions of $183
million and an overall increase in deposits of $16.9 million.

Our securities portfolio, federal funds sold, and cash and due from bank deposit balances serve as primary sources of
liquidity for us. Cash and due from bank balances of $135.2 million, and unpledged securities in the amount of $47.6 million

At December 31, 2009, we had borrowings from the FHLB of $5.0 million. At December 31, 2009, we had commitments to
originate loans totaling $71.4 million. Scheduled maturities of certificates of deposit during the twelve months following
December 31, 2009 totaled $274.5 million.

Management believes that we have adequate resources to fund all of our commitments, that substantially all of our existing
commitments will be funded in the subsequent twelve months and, if so desired, that we can adjust the rates on certificates of
deposit and other deposit accounts to retain deposits in a changing interest rate environment. At December 31, 2009, we had
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short-term lines available from correspondent banks totaling $26.0 million, FRB discount window availability of $42.8
million and borrowing capacity from the FHLB of $61.9 million based on collateral pledged, for a total credit available of
$130.7 million. In addition, being “well capitalized,” the Bank can access the wholesale deposits for approximately $201.6
million based on current policy limits.

Capital Resources

The following table summarizes the changes in our shareholders’ equity for the periods indicated:

(Dollars in thousands) Year ended December 31,
2009 2008

Balance at beginning of period ..........ccococvviiiiniiininii, $ 98,870 $ 54,498
Issuance of preferred Stock ........cocoeiviiiiiiiiiiiii 9,829 4,524
Redemption of preferred stock .......c.ccoeviiiniiiiiniii (15,095) —
Issuance of common Stock — MEIZer .......cccovviviviiiiniiiiniiiiiieenen, — 28,415
Sale/(repurchase) of common StOCK .........ccooeeririeiniciiiieirieccenen, 74,925 (12,145)
EXercise of OPtionS ......c.ecevveiiieiiiiniiiiiiiccinsns e, — —
Stock based compensation EXPense ...........cccveeeeererereereeererriereneeens 543 341
Net INCOME (JOSS) c.veerereriirriirieieiertieiereteterereseesrtetesseseessessesnsessensennes 4,720 (1,359)
Dividends €armned ...........coveveeieeeiririeiee e, (774) (206)
Change in unrealized gains (losses) on available for sale securities ..... (724) 512
Balance at end of period ........cccovvevieiininieriierte e, $ 172,294 $ 98,870

The Federal banking regulatory authorities have adopted certain “prompt corrective action” rules with respect to depository
institutions. The rules establish five capital tiers: “well capitalized,” “adequately capitalized,” ‘“undercapitalized,”
“significantly undercapitalized,” and “critically undercapitalized.” The various federal banking regulatory agencies have
adopted regulations to implement the capital rules by, among other things, defining the relevant capital measures for the five
capital categories. An institution is deemed to be “well capitalized” if it has a total risk-based capital ratio of 10% or greater,
a Tier 1 risk-based capital ratio of 6% or greater, and a Tier 1 leverage ratio of 5% or greater and is not subject to a regulatory
order, agreement, or directive to meet and maintain a specific capital level. At December 31, 2009, 1st United Bank met the
capital ratios of a “well capitalized” financial institution with a total risk-based capital ratio of 16.91%, a Tier 1 risk-based
capital ratio of 14.67%, and a Tier 1 leverage ratio of 10.70%. Depository institutions which fall below the “adequately
capitalized” category generally are prohibited from making any capital distribution, are subject to growth limitations, and are
required to submit a capital restoration plan. There are a number of requirements and restrictions that may be imposed on
institutions treated as “significantly undercapitalized” and, if the institution is “critically undercapitalized,” the banking
regulatory agencies have the right to appoint a receiver or conservator. The following represents 1% United Bancorp’s
regulatory Capital Ratios for the respective periods:

Well
Capitalized
Regulatory December 31,
Requirement 2009 2008
Total capital to risk-weighted assets ..., 10.00% 25.76% 11.69%
Tier I capital to risk-weighted assets .........cceevveeieniien, 6.00% 23.54% 9.46%
Tier I capital to total average assets ......c...ccccceeeeurnuea, 5.00% 17.33% @ 8.15%

@ Tier 1 capital to year end assets is 12.72%

On March 13, 2009, we issued 10,000 shares of Series C (“Series C Preferred”) and 500 shares of Series D (“Series D
Preferred”) non voting cumulative perpetual preferred stock to the United States Department of the Treasury under the
Emergency Economic Stabilization Act. The Series C Preferred were issued at $1,000 per share while the Series D Preferred
issued for $0.01 per share. The total proceeds, net of issuance costs of approximately $125,000 was approximately $9.9
million. Both the Series C Preferred and the Series D Preferred were redeemable for $1000 per share or a total of $10.5
million. The Series C Preferred paid cumulative dividends of 5% per annum until the 5™ anniversary date of their issuance
and thereafter at a rate of 9% per annum. The Series D Preferred pay cumulative dividends at 9% per annum and could not be
redeemed until the Series C Preferred were redeemed. The Series C Preferred and Series D Preferred also provide for various
restrictions including restricting dividends to common shareholders and restrictions on executive compensation.
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To facilitate the issuance of the Series C Preferred and Series D Preferred, on February 27, 2009, we exchanged all of our
outstanding Series A Perpetual Preferred Stock for Series B Non-Cumulative Perpetual Preferred Stock (“Series B
Preferred”). All of the material terms and conditions of the Series B Preferred are identical with the Series A Preferred Stock,
except that the Series A Preferred Stock had a liquidation preference over other preferred shares, whereas the liquidation
preference of the Series B Preferred will be equal to that of the Series C Preferred and Series D Preferred.

During 2009, we issued 16,100,000 shares of common stock and raised net proceeds of approximately $74.9 million in an
initial public offering of our stock. A portion of the proceeds of this offering was used to redeem all the Series C Preferred,
Series D Preferred and Series B Preferred outstanding.

Off-Balance Sheet Arrangements

We do not currently engage in the use of derivative instruments to hedge interest rate risks. However, we are a party to
financial instruments with off-balance sheet risks in the normal course of business to meet the financing needs of our clients.

At December 31, 2009, we had $61.6 million in commitments to originate loans and $3.6 million in standby letters of credit.
Commitments to extend credit are agreements to lend to a customer so long as there is no violation of any condition
established in the contract. Commitments generally have fixed expiration dates or other termination clauses and may require
payment of a fee. Since many of the commitments are expected to expire without being drawn upon, the total commitment
amounts do not necessarily represent future cash requirements. Standby letters of credit are conditional commitments issued
by us to guarantee the performance of a client to a third party. We use the same credit policies in establishing commitments
and issuing letters of credit as we do for on-balance sheet instruments.

If commitments arising from these financial instruments continue to require funding at historical levels, management does
not anticipate that such funding will adversely impact our ability to meet on-going obligations. In the event these
commitments require funding in excess of historical levels, management believes current liquidity, available lines of credit
from the FHLB, investment security maturities and our revolving credit facility provide a sufficient source of funds to meet
these commitments.

Critical Accounting Policies

Allowance for Loan Losses

The allowance for loan losses is established as losses are estimated to have occurred through a provision for loan losses
charged to earnings. Loan losses are charged against the allowance when management believes the uncollectibility of a loan
balance is confirmed. Subsequent recoveries, if any, are credited to the allowance.

The allowance for loan losses is evaluated on a regular basis by management and is based upon management’s periodic
review of the collectibility of the loans in light of historical experience, the nature and volume of the loan portfolio, adverse
situations that may affect the borrower’s ability to repay, estimated value of any underlying collateral and prevailing
economic conditions. This evaluation is inherently subjective as it requires estimates that are susceptible to significant
revision as more information becomes available.

The allowance consists of specific and general components. The specific component relates to loans that are classified as
either loss, doubtful, substandard or special mention. For such loans that are also classified as impaired, an allowance is
established when the discounted cash flows (or collateral value or observable market price) of the impaired loan is lower than
the carrying value of that loan. The general component covers nonclassified loans and is based on historical industry loss
experience adjusted for qualitative factors.

A loan is considered impaired when, based on current information and events, it is probable that we will be unable to collect
the scheduled payments of principal or interest when due according to the contractual terms of the loan agreement. Factors
considered by management in determining impairment include payment status, collateral value, and the probability of
collecting scheduled principal and interest payments when due. Loans that experience insignificant payment delays and
payment shortfalls generally are not classified as impaired. Management determines the significance of payment delays and
payment shortfalls on a case-by-case basis, taking into consideration all of the circumstances surrounding the loan and the
borrower, including the length of the delay, the reasons for the delay, the borrower’s prior payment record, and the amount of
the shortfall in relation to the principal and interest owed. Impairment is measured on a loan by loan basis for commercial and
commercial real estate loans by either the present value of expected future cash flows discounted at the loan’s effective
interest rate, the loan’s obtainable market price, or the fair value of the collateral if the loan is collateral dependent.

Large groups of smaller balance homogeneous loans are collectively evaluated for impairment. Accordingly, we do not
separately identify individual consumer and residential loans for impairment disclosures.
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Goodwill and Intangible Assets

Goodwill represents the excess of cost over fair value of assets of business acquired. Goodwill and intangible assets acquired
in a purchase business combination and determined to have an indefinite useful life are not amortized, but instead tested for
impairment at least annually. Intangible assets with estimable useful lives are amortized over their respective estimated useful
lives to their estimated residual values. We acquired First Western Bank, on April 7, 2004, Equitable on February 29, 2008,
certain assets of Citrus on August 15, 2008, and certain assets of Republic on December 11, 2009. Consequently, we were
required to record the assets acquired, including identified intangible assets, and liabilities assumed at their fair value, which
involves estimates based on third party valuations, such as appraisals, internal valuations based on discounted cash flow
analyses or other valuation techniques. The determination of the useful lives of intangible assets is subjective, as is the
appropriate amortization period for such intangible assets. In addition, purchase acquisitions typically result in recording
goodwill, which is subject to ongoing periodic impairment tests based on the fair value of the reporting unit compared to its
carrying amount, including goodwill. As of December 31, 2009, the required annual impairment test of goodwill was
performed and no impairment existed as of the valuation date. If for any future period we determine that there has been
impairment in the carrying value of our goodwill balances, we will record a charge to our earnings, which could have a
material adverse effect on our net income. Goodwill and intangible assets are described further in Notes 1 and 6 of the notes
to the consolidated financial statements.

Income Taxes

Deferred income tax assets and liabilities are recorded to reflect the tax consequences on future years of temporary
differences between revenues and expenses reported for financial statements and those reported for income tax purposes.
Deferred tax assets and liabilities are measured using the enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to be realized or settled. Valuation allowances are provided against assets
which are not likely to be realized.

Item 6A. Quantitative and Qualitative Disclosures about Market Risk

Not Applicable for smaller reporting companies

Item 7. Financial Statements and Supplementary Data
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
1st United Bancorp, Inc.
Boca Raton, Florida

We have audited the accompanying consolidated balance sheets of 1st United Bancorp, Inc. as of December 31, 2009 and
2008, and the related consolidated statements of income, changes in shareholders’ equity, and cash flows for each of the three
years in the period ended December 31, 2009. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audit included consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of 1st United Bancorp, Inc. as of December 31, 2009 and 2008, and the results of its operations and its cash flows for
each of the three years in the period ended December 31, 2009, in conformity with U.S. generally accepted accounting
principles.

/s/ Crowe Horwath LLP
Crowe Horwath LLP

Fort Lauderdale, Florida
February 18, 2010
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1ST UNITED BANCORP, INC.

CONSOLIDATED BALANCE SHEETS
December 31, 2009 and 2008

(Dollar amounts in thousands, except per share data)

2009 2008

ASSETS
Cash and due from financial INStITULIONS .....eeuveeeeeeeieeeeeteeeeeee e e e eereeeetesereeesiaeereseeseseessreeaseeas $ 134504 $ 14,574
Federal funds SOIA .......cocoiouiioiiiiececeete ettt ettt ettt e e e 737 4,528

Cash and cash 8qQUIVAIENLS .......cccvuivirieiiiieieei ettt er ettt neeens 135,241 19,102
Time deposits in other financial INSHEULIONS ....c.cc.eeerreiirmiriieierieirieeeereeee e 75 75
Securities available FOr SALE ............oooviiiiiiiiiiieei et ettt e et eeeeeeeeeneseeenane 88,843 35,075
L0ans BEld O SALE ........oceiveeeeieireiceeeeeeeee ettt ettt st sttt e eae et e e ene et enenes 151 1,200
Loans, net of allowance of $13,282 and $5,799 at year end 2009 and 2008 ...........ccccoeuene.e. 667,694 480,448
Nonmarketable eqUIty SECUTTLIES .....c.evveoeeuiereieririeieieeiertereee e st et ceeeere s essess s rereebeeserserens 10,233 6,001
Premises and €qUIPMENT, NEE .......c.c.cieveuieieeceiietceeeeeceeceet ettt n e e s et ne s 9,228 10,340
Other Real Estate OWNed ......ccoceeveiiiiiiiiciereeeecteet ettt sa et oo s e 635 e
Company-owned Life INSUIANCE ........cccovrirvrereieriiiiirisieieieicee e s ettt ssessssees 4,566 4,462
FDIC 1088 Share reCeIVADIE .......c.eceuieiiiiieeecereeeeettect ettt s es e e st e e e st esanesaneeaeas 32,900 —
GOOAWILL ettt ettt et et e et s et eeteeaaeesat e e e saeeeeeen e et enaseeseesaen 45,008 45,008
Core deposit INTANGIDIE .......ocviiiieiiieiiiieeete ettt ettt ettt e aeeas et ae et senaenseeneenseas 3,045 2,110
Accrued interest receivable and Other ASSELS .......ooovieevieeeeeeeeeeeeeeeeereeeeeeereeeeeeseseeeseaeeeenaeeaen 17,948 14,000

$1,015567 § 617,821

LIABILITIES AND SHAREHOLDERS’ EQUITY

Deposits
NON-INEEIESE DEALINE ...o.veveeeieeiieeteeeeeeeeete ettt ettt sen et e e s et seas e e e seteseoneneoeseesene $ 194,185 $§ 100,785
INEEIESt DEATINE ...evvieveiiieeeieeieceee ettt ettt r et et e see s e e e s etesnneensesaseneeens 608,623 335,484
TOtAL dEPOSIES ...vvivrieereieieieieieieete ettt ettt et et cae et e eabseaeeeateeneeeaeeteesnsennsesaeeneesanesnes 802,808 436,269
Federal funds purchased and repurchase agreements .............ccceveeveevieeiieiiecreeceecreee e, 22,343 18,129
Federal Home Loan Bank advances ..........cccooceoiiiieieiiieiiiceiiee ettt nn e 5,000 56,013
OtHET DOITOWINES ...vevveerenieierietiieesieteeetesiet et aesesseetassessesesssssesseseessasessesessassessesenneneesereoneons 5,091 5,250
Accrued interest payable and other liabilities ...........coveiviiieciiieiieeiceceeeeeeeeeeeee e 8,031 3,290
TOtAl LADIIILIES ..vevevvrieieieeietirie ettt ettt e en et seeneen et ene s s s 843,273 518,951

Commitments and contingencies (Note 17)

Shareholders’ equity
Preferred stock — no par, 5,000,000 shares authorized and undesignated as of December

31, 2009; no shares issued or OutStANAING ......c..ccceeiveeriiriiiieeci e — —
Series A preferred stock — no par; 750,000 shares authorized; 459,503 shares issued and

outstanding at December 31, 2008 .........c.oooiriirviciierieeeeeeee et — 4,595
Common stock — $0.01 par value; 60,000,000 shares authorized; 24,781,660 and

8,670,231 issued and outstanding at year end 2009 and 2008, respectively ..................... 248 87
Additional paid-in CapItal ........ccceeeirieieieeiee et 180,888 105,581
Accumulated defICIt .....overiiiiiieeeee ettt nes (8,887) (12,162)
Accumulated other comprehensive INCOME .........ccvvvevvirriererieireerieeeeeee et eneereenes 45 769

Total Shareholders’ QUILY ......ccovecererreiieieieciee ettt ettt ens s 172,294 98,870

$ 1,015,567 § 617,821

See accompanying notes to the consolidated financial statements
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IST UNITED BANCORP, INC.
CONSOLIDATED STATEMENTS OF INCOME
Years ended December 31, 2009, 2008, and 2007

(Dollar amounts in thousands, except per share data)

Year ended
December 31,
2009 2008 2007
Interest and dividend income
Loans, Including fees ......cccvvvvvemieereiieiieieeceeeceee et $ 26,196 $ 28,017 $ 22,398
SECUIILIES uveerveeiiiieiiieeiteerrteeieeereeere e st e eeeesteeessseseesaessneseneeeeeeessnsessesssenas 2,118 1,806 1,664
Federal funds sold and other ............c.ccoccceeeirmnnnnnrercceeeeeeseienas 225 427 637
28,539 30,250 24,699
Interest expense
DEPOSILS ...ttt 6,510 8,190 7,258
Federal funds purchased and repurchase agreements ..............ccccceuvuevnee. 38 204 779
Federal Home Loan Bank advances ..........ccccceevvevereniresensisisnesecenennens 375 943 1,437
Other borrowings .......c.oececevvrverenenne 323 247 —
Total interest expense 7,246 9,584 9,474
Net iNterest INCOME ...........c.cceeiviiviiirieiieeeirieee e eeeeeteeeeeeeeaeesaeeeesneeneesessaens 21,293 20,666 15,225
Provision for 10an 10SSES ......cocvvvrrieciieiieiieiiceict ettt 13,240 1,910 145
Net interest income after provision for loan losses ................ccccocuenene... 8,053 18,756 15,080
Non-interest income
Service charges on deposit aCCOUNLS ....vvvirrreiieereerierieireeeereeeereeseerenes 1,418 1,262 573
Loss on sale of OREO 64) — —
Net gain on sales 0f SECULIHIES .....cccerveveeerrrermrrrereriereisieteeseeessierereeerenens 596 119 —-
Net gain on sales and fees from referrals of government guaranteed
LOAMS .ooiitiiiicinieei ettt et b e s ettt re et renens — 17 371
Net gain on sales of residential real estate loans 98 109 491
Gain on aCQUISILION .....c.ccoveririririreeieieieeieeee ettt 23,292 — —
Increase in cash surrender value of company-owned life insurance ......... 156 178 177
OBBCT <.ttt ettt sttt eb et e st ers s rene 223 352 299
Total NONINTETESt INCOME ....voveverrrreererrriereirieeseesesseneseseseessesessseeseessssssesens 25,719 2,037 1,911
Non-interest expense
Salaries and employee benefits .........coeeceeericecnciiinneeee e 9,808 10,540 9,281
Occupancy and equipment 6,113 5,634 4,007
Data ProCESSING ...cocvvevevereeererieercrrereriorereesssesesssseseesesessssesesas 1,858 1,684 1,167
TElEPhONE ..ot 557 531 412
Stationery and supplies ......... 224 294 233
Amortization of intangibles 313 250 96
Professional fEes ..........c.ocviciiiiciiiic et 1,134 278 207
Advertising ........ccceeeeeerenenne. 78 119 167
Acquisition related expenses 2,711 1,395 —
FDIC @SSESSIMENL .....cvieuieniienririeieeerareeteeetesteeseesesesereerneeneeseeseeeneonressesnsas 1,140 327 135
Other-than-temporary loss:
Total IMPairment 1088 ........ccoverieririerrrrirereeeeee e 120 130 —
Loss recognized in other comprehensive inCome ..........cocoerereieeevernernnne — — —
Net impairment loss recognized in earnings 120 130 —
OLhET ..ottt 2,112 1,722 1,284
Total NON-INtEreSt EXPENSE...eevrurrurrrerirerrerrerereeteeeeeereere e 26,168 22,904 16,989
Income (loss) before income taxes ................occeeveeieeivreviceieeceee 7,604 2,111) 2
Income tax expense (benefit) .......ccvvvvveeeceeiinenniieee e 2,884 (752) (3,39
Net iNCOME (10SS) «..ovvveeeriiiiictetetetet ettt ettt es et ese e enene $ 4,720 $ (1,359) % 3,393
Preferred stock dividends earned .........ccccocvecerervinininieiieeieeceee e (774 (368) —
Net income (loss) available to common shareholders .............................. $ 3,946 $ 1,727y $ 3,393
Basic earnings (10SS) PEr Share ........cocovvveveveecvcreveveverercreeeceeeeesee e $ 030 § 025 % 0.72
Diluted earnings (1088) Per Share ..........cocevevevevevereveerenircrcceeeeeeee e $ 030 § 025) % 0.71

See accompanying notes to the consolidated financial statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 2009, 2008, and 2007
(Dollar amounts in thousands, except per share data)

Cash flows from operating activities
NEt INCOME (L0SS) ..urveiiiceicrrecetuetiere ettt ettt ebete et sttt sttt nt et etk et et et eaabaess et ematens
Adjustments to reconcile net income (loss) to net cash from operating activities
Provision for J0am JOSSES.......cuuiuiiriiiiiiiiiiicstccet ettt e et
Depreciation and amortization
Net amortization of securities.......
Impairment of available-for-sale securities ettt re e s eenes
Increase in cash surrender vatue of company-owned life INSUrance ..........cc.vcevvevenveecrecvieeccnecnnenenecs
Stock-based cOmpensation ...........cccovevieceerucncreeneeeiernenennae
Net (gain) loss on sale of securities
Net (gain) loss on foreclosed assets
Net (gain) loss on premises and SqUIPIMENT ..........cviiviiiiiiiiiiecire st ne e sesaene
Net gain on sales of loans held for sale.........
Gain on acquisition ........c..cevereeercrserucenienennns
Loans originated for sale .......c.coovvvvrineenvererneerineennenns
Proceeds from sales of loans held for sale
Net change in:
Deferred INCOME TAXES ..vuivuieerrrererieierieisreerecseseesaessessesassesiesses st stessaes st steebasbecasesssssssassssssssases
Deferred loan fees
Other assets .....cooeerevrvreccreanicne
Accrued expenses and other Habilities .......cc.cccccrcrniiieenenionnicnenenre e seeerensesensesesesseeenes
Net cash from Operating ACHVILIES ........c.eveeerrrrerererrerssisresssssiesrsssessssressssssssrssssssssssssssssssssessesssens
Cash flows from investing activities
Proceeds from sales/calls of securities ..........coveee.
Proceeds from security maturities, calls and prepayments
Purchases of securities ..........couvurnne
Loan originations and PAYMENLS, TEL.........ccruerseerereserreuruetseeeisceeesseetsasessssssesesassatstassssssassetsssesassesesssssss
Proceeds from sale of government guaranteed and other non residential loans
Proceeds from sale of other real estate OWNEd ........ccccceeueiirrciirivcirieeeincnc e
Purchase of nonmarketable equity SECUTTHIES, NEL....ccccuruerreieiriecrciinrererireree ettt eres e ssasenesene
Cash transferred in connection with aCqUISIHIONS ......ceueveeucierrerererirerreercnereneneen
Additions to premises and equipment, Net..........coeeceeeeuennene. .
Proceeds from surrender of company-owned life INSUFANCE .........coeeireiiriiiciineeenineerie et eeeaeees
Purchase of company-owned life insurance...........ccoccee...e. [RTRTOROR
Net cash from iNVeSting ACHVILIES .....c.ocvueirieiririecrcriereereetetcse e sese et eeeaesesenes
Cash flows from financing activities
Net increase/decrease il EPOSILS ......ccririerieiriieie ettt et ettt n s
Net change in federal funds purchased and repurchase agreements.........
Net change in short-term Federal Home Loan Bank advances.........
Net change in other bOrrowings.........cccocevvermeececrervcrcrcrecrcennee .
Proceeds from exercise of stock options .... e e b e
Repurchase and retirement of preferred stock......cocoercrneercnnincnceencrccereeneene
ISSUANCE Of PIEFEITE SLOCK ...uvuiuecmiiiriritecet ettt sttt bbbttt neens
Issuance Of COMMON STOCK .......ovuiiiiicniiii ettt st b et eanaeenene
Dividends paid
Net cash from financing activities.................... JERUURRT

Net change in cash and cash equivalents
Beginning cash and cash equivalents....
Ending cash and cash equivalents

Supplemental cash flow information:
INEEIESE PRI ...curvecvrceti ettt bR e s e sea e
Income taxes paid

Supplemental disclosures of noncash activities:
Series A preferred stock converted t0 COMMON SEOCK ......c.oueururrieiiericriierieieeeietes ettt ese s eeenes
Transfer of loans to foreclosed assets
Transfer of loans held for sale to portfolio
Transfer of loans to held for sale POrtfolio ..ot
Issuance of common stock purstant to ACAUISIIONS. .......ouveeierverivereiereerierereretsitrerese e eessessetese st setssassaens

2009 2008 2007
$ 4720 § (1,359 $ 3,393
13,240 1,910 145
2,021 1,784 1,306
225 23 a7
120 130 —
(156) (178) (177)
543 341 34
(596) (119) —
64 — —
4 — an
(98) (109) (711)
(23,292) — —
(6,211) (7,723) (34,357)
7,509 . 36,589
1,290 4,118 (3,391)
188 (18) (13)
(1,875) (7,204) (844)
2,365 (318) (295)
61 215 1,645
32,106 17,517 1,000
10,571 7,755 10,510
(63,717) (20,458) (13,435)
(5,208) (20,601) (36,128)
— 5,158 4797
2,246
1,034 (2,021) (239)
183,025 41,444 _
(303) (961) (1,838)
2,252 — —
(2,200) — —
159,306 27,833 (35.333)
16,892 (59,462) 32,025
490 (17,833) 5,774
(129,581) 18,798 2,500
(414) 1,187 -
— — 51
(15,095) — @74)
9,829 6,529 —
74,925 10,140 —
(774) (206)
(43,728) (40,847) 39,876
116,139 (12,799) 6,188
19,102 31,901 25,713
$ 135241 § 19,102 $_ 31,901
$ 6877 S 9290 $ 9,635
— — 20
$ 365 $ 2,005 $ —
2,945 — —
— — 883
151 1,200 —
— 28,415 —

See accompanying notes to the consolidated financial statements

60



1* United Bancorp, Inc.
Notes to Consolidated Financial Statements
Years Ended December 31, 2009, 2008 and 2007
(Dollars in thousands except per share data)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations and Principles of Consolidation: The consolidated financial statements include 1st United Bancorp, Inc.
(“Bancorp”) and its wholly-owned subsidiaries, 1st United Bank (“Ist United”) and Equitable Equity Lending (“EEL”),
together referred to as “the Company.” Intercompany transactions and balances are eliminated in consolidation.

Bancorp’s primary business is the ownership and operation of 1st United. 1st United is a state chartered commercial bank that
provides financial services through its four offices in Palm Beach County, four offices in Broward County, five offices in
Miami-Dade County and one each in the cities of Vero Beach, Sebastian and Barefoot Bay, Florida. Its primary deposit
products are checking, savings, and term certificate accounts, and its primary lending products are commercial and residential
mortgages, commercial, and instaliment loans. Substantially all loans are secured by specific items of collateral including
commercial and residential real estate, business assets and consumer assets. Commercial loans are expected to be repaid from
cash flow from operations of businesses. Other financial instruments, which potentially represent concentrations of credit
risk, include deposit accounts in other financial institutions and federal funds sold.

EEL is a commercial finance subsidiary that from time to time will hold foreclosed assets for non-performing loans
transferred from 1% United for disposal and resolution. At December 31, 2009, EEL held $5.2 million in non-performing
loans.

Subsequent Events: The Company has evaluated subsequent events for recognition or disclosure through February 18, 2010,
which is the date that the Company’s financial statements were issued.

Use of Estimates: To prepare financial statements in conformity with accounting principles generally accepted in the United
States of America, management makes estimates and assumptions based on available information. These estimates and
assumptions affect the amounts reported in the financial statements and the disclosures provided, and actual results could
differ. The allowance for loan losses, carrying value of goodwill, carrying value of deferred tax assets and fair values of
financial instruments are particularly subject to change.

Cash Flows: Cash and cash equivalents includes cash, deposits with other financial institutions with original maturities under
90 days, and federal funds sold. Net cash flows are reported for loan and deposit transactions, interest bearing deposits in
other financial institutions, and short-term borrowings.

Interest-Bearing Deposits in Other Financial Institutions: Interest-bearing deposits in other financial institutions mature
within one year and are carried at cost.

Securities: Debt securities are classified as available for sale when they might be sold before maturity. Equity securities with
readily determinable fair values are classified as available for sale. Securities available for sale are carried at fair value, with
unrealized holding gains and losses reported in other comprehensive income. Nonmarketable equity securities such as
Federal Home Loan Bank and Federal Reserve Bank stock are carried at cost and periodically evaluated for impairment
based on ultimate recovery of par value.

Interest income includes amortization of purchase premium or discount. Premiums and discounts on securities are amortized
on the level-yield method without anticipating prepayments, except for mortgage-backed where prepayments are anticipated.
Gains and losses on sales are recorded on the trade date and determined using the specific identification method.

Management evaluates securities for other-than-temporary impairment (OTTI) at least on a quarterly basis, and more
frequently when economic or market conditions warrant such evaluation. Consideration is given to (1) the length of time and
the extent to which the fair value has been less than cost, (2) the financial condition and near term prospects of the issuer
including an evaluation of credit ratings, (3) the impact of changes in market interest rates, (4) the intent of the Company to
sell a security, and (5) whether it is more likely than not the Company will have to sell the security before recovery of its cost
basis. If the Company intends to sell an impaired security, or if it is more likely than not the Company will have to sell the
security before recovery of its cost basis, the Company records an other-than-temporary loss in an amount equal to the entire
difference between fair value and amortized cost. Otherwise, only the credit portion of the estimated loss is recognized in
earnings, with the other portion of the loss recognized in other comprehensive income.
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1% United Bancorp, Inc.
Notes to Consolidated Financial Statements
Years Ended December 31, 2009, 2008 and 2007
(Dollars in thousands except per share data)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Loans Held for Sale: Loans held for sale are carried at the lower of aggregate cost or market. Net unrealized losses, if any, are
recorded as a valuation allowance and charged to earnings.

Residential real estate loans held for sale are sold with servicing released. Gains and losses on sales of residential real estate
loans are based on the difference between the selling price and the carrying value of the related loan sold.

The guaranteed portion of loans originated through certain government guaranteed lending programs are sold while retaining
the unguaranteed portion and servicing. Gains and losses on sales of the guaranteed portion are based on the difference
between the selling price and the allocated carrying value of the portion of the loan being sold. Additionally, the Company
periodically refers government guaranteed loans to third parties. Fees for such referrals are recognized into income at the time
of referral.

Loans: Loans that management has the intent and ability to hold for the foreseeable future or until maturity or payoff are
reported at the principal balance outstanding, net of unearned interest, deferred loan fees and costs, and an allowance for loan
losses. Interest income is accrued on the unpaid principal balance. Loan origination fees, net of certain direct origination
costs, are deferred and recognized in interest income using the level-yield method without anticipating prepayments.

Interest income on loans is discontinued at the time the loan is 90 days delinquent unless the loan is well-secured and in
process of collection. Past due status is based on the contractual terms of the loan. In all cases, loans are placed on nonaccrual
or charged-off at an earlier date if collection of principal or interest is considered doubtful.

All interest accrued but not received for loans placed on non-accrual is reversed against interest income. Interest received on
such loans is accounted for on the cash-basis or cost-recovery method, until qualifying for return to accrual. Loans are
returned to accrual status when all the principal and interest amounts contractually due are brought current and future
payments are reasonably assured.

Concentration of Credit Risk: Most of the Company’s business activity is with customers located within Palm Beach,
Broward and Miami-Dade Counties. Therefore, the Company’s exposure to credit risk is significantly affected by changes in
the economy in these counties.

Allowance for Loan Losses: The allowance for loan losses is a valuation allowance for probable incurred credit losses. Loan
losses are charged against the allowance when management believes the uncollectibility of a loan balance is confirmed.
Subsequent recoveries, if any, are credited to the allowance. Management estimates the allowance balance required using past
loan loss experience, the nature and volume of the portfolio, information about specific borrower situations and estimated
collateral values, economic conditions, and other factors. Allocations of the allowance may be made for specific loans, but
the entire allowance is available for any loan that, in management’s judgment, should be charged-off.

The allowance consists of specific and general components. The specific component relates to loans that are individually
classified as impaired. The general component covers other classified loans and non-classified loans and is based on
historical loss experience adjusted for current factors.

A loan is considered impaired when, based on current information and events, it is probable that the Company will be unable
to collect the scheduled payments of principal or interest when due according to the contractual terms of the loan agreement.
Loans, for which the terms have been modified, and for which the borrower is experiencing financial difficulties, are
considered troubled debt restructurings and classified as impaired.

Factors considered by management in determining impairment include payment status, collateral value, and the probability of
collecting scheduled principal and interest payments when due. Loans that experience insignificant payment delays and
payment shortfalls generally are not classified as impaired. Management determines the significance of payment delays and
payment shortfalls on case-by-case basis, taking into consideration all of the circumstances surrounding the loan and the
borrower, including the length of the delay, the reasons for the delay, the borrower’s prior payment record, and the amount of
the shortfall in relation to the principal and interest owed.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment is measured on a loan-by-loan basis for commercial and construction loans by either the present value of
expected future cash flows discounted at the loan’s effective interest rate, the loan’s obtainable market price, or the fair value
of the collateral if the loan is collateral dependent. Impairment for troubled debt restructurings is measured at the present
value of estimated future cash flows using the loan’s effective rate at inception. Large groups of smaller balance
homogeneous loans are collectively evaluated for impairment. Accordingly, the Company does not separately identify
individual consumer and residential loans for impairment disclosures, unless they are considered troubled debt restructurings.

Certain Acquired Loans: As part of business acquisitions, the Company acquires certain loans that have shown evidence of
credit deterioration since origination. These acquired loans are recorded at the allocated fair value, such that there is no
carryover of the seller’s allowance for loan losses. Such acquired loans are accounted for individually. The Company
estimates the amount and timing of expected cash flows for each purchased loan, and the expected cash flows in excess of the
allocated fair value is recorded as interest income over the remaining life of the loan (accretable yield). The excess of the
loan’s contractual principal and interest over expected cash flows is not recorded (non-accretable difference). Over the life of
the loan, expected cash flows continue to be estimated. If the present value of expected cash flows is less than the carrying
amount, a loss is recorded through the allowance for loan losses. If the present value of expected cash flows is greater than
the carrying amount, it is recognized as part of future interest income.

Transfers of Financial Assets: Transfers of financial assets are accounted for as sales, when control over the assets has been
relinquished. Control over transferred assets is deemed to be surrendered when the assets have been isolated from the
Company, the transferee obtains the right (free of conditions that constrain it from taking advantage of that right) to pledge or
exchange the transferred assets, and the Company does not maintain effective control over the transferred assets through an
agreement to repurchase them before their maturity.

Foreclosed Assets: Assets acquired through or instead of loan foreclosure are initially recorded at fair value less costs to sell
when acquired, establishing a new cost basis. If fair value declines subsequent to foreclosure, a valuation allowance is
recorded through expense. Costs after acquisition are expensed.

Premises and Equipment: Premises and equipment are stated at cost less accumulated depreciation. Depreciation is computed
on a straight line basis over the assets’ useful lives, which range from 3 to 10 years. Amortization of leasehold improvements
is computed utilizing the straight-line method over the shorter of the lease term or the useful life of the asset.

Company-Owned Life Insurance: The Company has purchased life insurance policies on certain key executives. Company-
owned life insurance is recorded at the amount that can be realized under the insurance contract at the balance sheet date,
which is the cash surrender value adjusted for other charges or other amounts due that are probable at settlement.

Goodwill and Other Intangible Assets: Goodwill resulting from business combinations prior to January 1, 2009 represents
the excess of the purchase price over the fair value of the net assets of businesses acquired. Goodwill resulting from business
combinations after January 1, 2009, is generally determined as the excess of the fair value of the consideration transferred,
plus the fair value of any noncontrolling interests in the acquiree, over the fair value of the net assets acquired and liabilities
assumed as of the acquisition date. Goodwill and intangible assets acquired in a purchase business combination and
determined to have an indefinite useful life are not amortized, but tested for impairment at least annually. The Company has
selected December 31 as the date to perform the annual impairment test. Intangible assets with definite useful lives are
amortized over their estimated useful lives to their estimated residual values. Goodwill is the only intangible asset with an
indefinite life on our balance sheet.

Other intangible assets consist of core deposit intangible assets arising from whole bank and branch acquisitions. They are
initially measured at fair value and then are amortized on an accelerated method over their estimated useful lives, which
range from 7 to 10 years.

Long-Term Assets: Premises and equipment and other long-term assets are reviewed for impairment when events indicate
their carrying amount may not be recoverable from future undiscounted cash flows. If impaired, the assets are recorded at fair
value.

Loan Commitments and Related Financial Instruments: Financial instruments include off-balance sheet credit instruments,
such as commitments to make loans and commercial letters of credit, issued to meet customer financing needs. The face
amount for these items represents the exposure to loss, before considering customer collateral or ability to repay. Such
financial instruments are recorded when they are funded.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes: Income tax expense is the total of the current year income tax due or refundable and the change in deferred
tax assets and liabilities. Deferred tax assets and liabilities are the expected future tax amounts for the temporary differences
between carrying amounts and tax bases of assets and liabilities, computed using enacted tax rates. A valuation allowance, if
needed, reduces deferred tax assets to the amount expected to be realized.

The Company adopted FASB Interpretation 48, Accounting for Uncertainty in Income Taxes (“FIN 48”), as of January 1,
2007. A tax position is recognized as a benefit only if it is “more likely than not™ that the tax position would be sustained in a
tax examination, with a tax examination being presumed to occur. The amount recognized is the largest amount of tax benefit
that is greater than 50% likely of being realized on examination. For tax positions not meeting the “more likely than not” test,
no tax benefit is recorded. The adoption had no affect on the Company’s financial statements.

The Company recognizes interest and/or penalties related to income tax matters in income tax expense.

Earnings (Loss) Per Share: Basic earnings (loss) per share is net income (loss) available to common shareholders divided by
the weighted average number of common shares outstanding during the period. Diluted earnings per share includes the
dilutive effect of additional potential common shares issuable under stock options and stock warrants. Earnings (loss) per
share is restated for all stock splits and stock dividends through the date of issue of the financial statements.

Stock-Based Compensation: Compensation cost is recognized for stock options and restricted stock awards issued to
employees, based on the fair value of these awards at the date of grant. A Black-Scholes model is utilized to estimate the fair
value of stock options, while the market price of the Corporation’s common stock at the date of grant is used for restricted
stock awards. Compensation cost is recognized over the required service period, generally defined as the vesting period. For
awards with graded vesting, compensation cost is recognized on a straight-line basis over the requisite service period for the
entire award

Comprehensive Income (Loss): Comprehensive income (loss) consists of net income (loss) and other comprehensive income
(loss). Other comprehensive income (loss) includes unrealized gains and losses on securities available for sale, which are also
recognized as separate components of equity.

Loss Contingencies: Loss contingencies, including claims and legal actions arising in the ordinary course of business, are
recorded as liabilities when the likelihood of loss is probable and an amount or range of loss can be reasonably estimated.
Management does not believe there now are such matters that will have a material effect on the financial statements.

Restrictions on Cash: Cash on hand or on deposit with the Federal Reserve Bank is required to meet regulatory reserve and
clearing requirements.

Fair Value of Financial Instruments: Fair values of financial instruments are estimated using relevant market information and
other assumptions, as more fully disclosed in a separate note. Fair value estimates involve uncertainties and matters of
significant judgment regarding interest rates, credit risk, prepayments, and other factors, especially in the absence of broad
markets for particular items. Changes in assumptions or in market conditions could significantly affect the estimates.

Operating Segments: While the chief decision-makers monitor the revenue streams of the various products and services,
operations are managed and financial performance is evaluated on a Company-wide basis. Operating segments are
aggregated into one as operating results for all segments are similar. Accordingly, all of the financial service operations are
considered by management to be aggregated in one reportable operating segment.

Reclassifications: Some items in the prior year financial statements were reclassified to conform to the current presentation.

Recently Adopted Accounting Standards

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141 (revised 2007), Business
Combinations (ASC 805). ASC 805 establishes principles and requirements for how an acquirer recognizes and measures in
its financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in an acquiree,
including the recognition and measurement of goodwill acquired in a business combination. ASC 805 was effective for fiscal
years beginning on or after December 15, 2008. This new guidance had no impact on the Company’s results of operations or
financial position at the date of adoption; however, it did impact the accounting for the Republic Federal Bank Acquisition
(Note 2) and will impact the accounting for future acquisitions.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interest in Consolidated Financial Statements, an
amendment of ARB No. 51 (ASC 810-10). ASC 810-10 changes the accounting and reporting for minority interests, which is
recharacterized as noncontrolling interests and classified as a component of equity within the consolidated balance sheets.
ASC 810-10 was effective as of the beginning of the first fiscal year beginning on or after December 15, 2008. The adoption
of this standard on January 1, 2009 did not have a material impact on the results of operations or financial position.

In April 2009, the FASB issued ASC 320-10-65, Recognition and Presentation of Other-Than-Temporary Impairments,
which amends existing guidance for determining whether impairment is other-than-temporary (OTTI) for debt securities.
The standard requires an entity to assess whether it intends to sell, or it is more likely than not that it will be required to sell a
security in an unrealized loss position before recovery of its amortized cost basis. If either of these criteria is met, the entire
difference between amortized cost and fair value is recognized in earnings. For securities that do not meet the
aforementioned criteria, the amount of impairment recognized in earnings is limited to the amount related to credit losses,
while impairment related to other factors is recognized in other comprehensive income. Additionally, the standard expands
and increases the frequency of existing disclosures about other-than-temporary impairments for debt and equity securities.
This standard is effective for interim and annual reporting periods ending after June 15, 2009, with early adoption permitted
for periods ending after March 15, 2009. The adoption of this standard on April 1, 2009 did not have a material impact on
the results of operations or financial position.

In April 2009, the FASB issued ASC 320-10-65, Recognition and Presentation of Other-Than-Temporary Impairments,
which amends existing guidance for determining whether impairment is other-than-temporary (OTTI) for debt securities.
The standard requires an entity to assess whether it intends to sell, or it is more likely than not that it will be required to sell a
security in an unrealized loss position before recovery of its amortized cost basis. If either of these criteria is met, the entire
difference between amortized cost and fair value is recognized in earnings. For securities that do not meet the
aforementioned criteria, the amount of impairment recognized in earnings is limited to the amount related to credit losses,
while impairment related to other factors is recognized in other comprehensive income. Additionally, the standard expands
and increases the frequency of existing disclosures about other-than-temporary impairments for debt and equity securities.
This standard is effective for interim and annual reporting periods ending after June 15, 2009, with early adoption permitted
for periods ending after March 15, 2009. The adoption of this standard on April 1, 2009 did not have a material impact on
the results of operations or financial position.

In April 2009, the FASB issued ASC 885-10, Determining Fair Value When the Volume and Level of Activity for the Asset
and Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly. This standard emphasizes
that even if there has been a significant decrease in the volume and level of activity, the objective of a fair value measurement
remains the same. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction (that is, not a forced liquidation or distressed sale) between market participants. The standard provides a number
of factors to consider when evaluating whether there has been a significant decrease in the volume and level of activity for an
asset or liability in relation to normal market activity. In addition, when transactions or quoted prices are not considered
orderly, adjustments to those prices based on the weight of available information may be needed to determine the appropriate
fair value. The standard also requires increased disclosures. This standard is effective for interim and annual reporting
periods ending after June 15, 2009, and shall be applied prospectively. Early adoption is permitted for periods ending after
March 15, 2009. The adoption of this standard at June 30, 2009 did not have a material impact on the results of operations or
financial position.

In April 2009, the FASB issued ACS 825-10-65, Interim Disclosures about Fair Value of Financial Instruments. This
standard amends FASB Statement No. 107, Disclosures about Fair Value of Financial Instruments, to require disclosures
about fair value of financial instruments for interim reporting periods of publicly traded companies that were previously only
required in annual financial statements. This standard is effective for interim reporting periods ending after June 15, 2009.
The adoption of this standard at June 30, 2009 did not have a material impact on the results of operations or financial position
as it only required disclosures which are included in Note 18.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In May 2009, the FASB issued Statement of Financial Accounting Standards No. 165, Subsequent Events (ASC 855-10).
Under ASC 855-10, the effects of events that occur subsequent to the balance-sheet date should be evaluated through the date
the financial statements are either issued or available to be issued. Companies should disclose the date through which
subsequent events have been evaluated and whether that date is the date the financial statements were issued or the date the
financial statements were available to be issued. Companies are required to reflect in their financial statements the effects of
subsequent events that provide additional evidence about conditions at the balance-sheet date (recognized subsequent events).
Companies are also prohibited from reflecting in their financial statements the effects of subsequent events that provide
evidence about conditions that arose after the balance-sheet date (nonrecognized subsequent events), but requires information
about those events to be disclosed if the financial statements would otherwise be misleading. This guidance was effective
for interim and annual financial periods ending after June 15, 2009 with prospective application. The adoption of this
standard on June 30, 2009 did not have a material impact on the results of operations or financial position.

In June 2008, the FASB issued FASB Staff Position EITF 03-6-1—Determining Whether Instruments Granted in Share-
Based Payment Transactions Are Participating Securities (ASC 260-10). This FASB Staff Position (FSP) addresses whether
instruments granted in share-based payment transactions are participating securities prior to vesting and, therefore, included
in the earnings allocation in computing earnings per share (EPS) under the two-class method. ASC 260-10 provides that
unvested share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents (whether paid
or unpaid) are participating securities and shall be included in the computation of EPS pursuant to the two-class method.
This FSP was effective for financial statements issued for fiscal years beginning after December 15, 2008, and interim
periods within those years. All prior-period EPS data presented were to be adjusted retrospectively (including interim
financial statements, summaries of earnings, and selected financial data) to conform to the provisions of this FSP. The
adoption of this standard on January 1, 2009 did not have a material impact on the results of operations or financial position.

In June 2009, the FASB issued Accounting Standards Codification (“ASC”) Statement No. 105 (“ASC 1057), “The FASB
Accounting Standards Codification™ and the Hierarchy of Generally Accepted Accounting Principles” which pertains to the
authority of United States generally accepted accounting standards. ~ With the issuance of ASC 105, the FASB Accounting
Standards CodificationTM (Codification) will become the source of authoritative U.S. generally accepted accounting
principles recognized by the FASB to be applied by nongovernmental entities. Rules and interpretive releases of the
Securities and Exchange Commission (SEC) under authority of federal securities laws are also sources of authoritative
GAAP for SEC registrants. On the effective date of this Statement, the Codification will supersede all then-existing non-SEC
accounting and reporting standards. All other non-grandfathered, non-SEC accounting literature not included in the
Codification will become non-authoritative. ASC 105 is effective for financial statements issued for interim and annual
periods ending after September 15, 2009. The Company adopted ASC 105 in the third quarter, and the adoption did not have
a material effect on the results of operations or financial position.

Recently Issued and Not Yet Effective Accounting Standards:

In June 2009, the FASB amended previous guidance relating to transfers of financial assets and eliminates the concept of a
qualifying special purpose entity. This guidance must be applied as of the beginning of each reporting entity’s first annual
reporting period that begins after November 15, 2009, for interim periods within that first annual reporting period and for interim
and annual reporting periods thereafter. This guidance must be applied to transfers occurring on or after the effective date.
Additionally, on and after the effective date, the concept of a qualifying special-purpose entity is no longer relevant for
accounting purposes. Therefore, formerly qualifying special-purpose entities should be evaluated for consolidation by reporting
entities on and after the effective date in accordance with the applicable consolidation guidance. The disclosure provisions were
also amended and apply to transfers that occurred both before and after the effective date of this guidance. Adoption of this
guidance on January 1, 2010 did not have a material effect on the Company’s results of operations or financial position.

In June 2009, the FASB amended guidance for consolidation of variable interest entity guidance by replacing the
quantitative-based risks and rewards calculation for determining which enterprise, if any, has a controlling financial interest
in a variable interest entity with an approach focused on identifying which enterprise has the power to direct the activities of a
variable interest entity that most significantly impact the entity’s economic performance and (1) the obligation to absorb
losses of the entity or (2)the right to receive benefits from the entity. Additional disclosures about an enterprise’s
involvement in variable interest entities are also required. This guidance is effective as of the beginning of each reporting
entity’s first annual reporting period that begins after November 15, 2009, for interim periods within that first annual
reporting period, and for interim and annual reporting periods thereafter. Early adoption is prohibited. Adoption of this
guidance on January 1, 2010 did not have a material effect on the Company’s results of operations or financial position.
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NOTE 2 ~ACQUISITIONS
Republic Federal Bank Acquisition

On December 11, 2009, the Company announced that 1% United, had entered into a purchase and assumption agreement (the
“Republic Agreement”) with the Federal Deposit Insurance Corporation (“FDIC”), as receiver for Republic Federal Bank,
National Association (“Republic”), Miami, Florida. According to the terms of the Republic Agreement, 1% United assumed
all deposits (except certain brokered deposits) and borrowings, and acquired certain of the assets of Republic. Assets
acquired included $238 million in loans based on Republic’s carrying value and $64.2 million in cash and investments. All
of Republic’s repossessed or foreclosed real estate and substantially all non-performing loans were retained by the FDIC.

Republic operated four banking centers in Miami-Dade County, Florida, which immediately became banking centers of 1*
United.

The acquired loans are covered by two loss share agreements (the “Loss Share Agreements”) between the FDIC and 1st
United Bank, which affords 1st United significant loss protection. Under the Loss Share Agreements, the FDIC will cover
80% of covered loan and foreclosed real estate losses up to $36 million and 95% of losses in excess of that amount. The
Loss Share Agreements also cover third party collection costs and 90 days of accrued interest on covered assets. The term
for loss sharing on residential real estate loans is ten years, while the term for loss sharing on non-residential real estate loans
is five years with respect to losses and eight years with respect to loss recoveries. The reimbursable losses from the FDIC are
based on the book value of the relevant loan as determined by the FDIC at the date of the transaction. New loans made after
that date are not covered by the Loss Share Agreements.

st United received a $34.2 million net discount on the assets acquired. The acquisition was accounted for under the
acquisition method of accounting in accordance with FASB ASC 805, “Business Combinations.” The purchased assets and
assumed liabilities were recorded at their respective acquisition date fair values, and identifiable intangible assets were
recorded at fair value. Fair values are preliminary and subject to refinement for up to one year after the closing date of the
acquisition as new information relative to closing date fair values becomes available. The Company recorded an estimated
receivable from the FDIC in the amount of $32.9 million as of December 11, 2009, which represents the fair value of the
FDIC’s portion of the losses that are expected to be incurred and reimbursed to the Company. The Loss Sharing Agreements
are subject to certain servicing procedures as specified in the agreements.

An acquisition gain totaling $23.3 million resulted from the acquisition and is included as a component of noninterest income
on the statement of income.

The following summarizes the fair value of the assets and liabilities acquired on December 11, 2009:

December 11,

2009

Cash and cash EQUIVALENLS .....cccveveeiicririririerierieieereerieseeeresseeseesseseessesasssessaessarsnsne $ 25,026
SECUITEIES. 1. eeuirieiesteeieesietesaereeesereseeessseseassessesssessaessesssessassassenas 33,637
Federal Reserve Bank and Federal Home Loan Bank Stock 5,266
JLOANS woeieiiieieeniteieiee ettt reteeeee et et e e st e s ta e ste e s bt e st t e et e st e e s ta e e ne e e bn et e anaeranaeanans 198,562
Core deposit INANGIDIE ......c.ocvemiiriiiiiieccreercce e et se s 1,248
FDIC Loss Share Receivable 32,900
ORET ASSELS 1ovvveurierrerieiesireereeerreeseeteseeesresresaressesetesarasaastessrasesseesstrasersrarsrassessasssnnne 3,223

TOTAL ASSETS ACQUIRED .........ccooieiiiirireieniirenterensssessassesseesessessssnesnenes $ 299,862
DIEPOSIES .evuireiietiuieteireeeet ettt ettt ettt bt sttt bttt ae e st nenes $ 349,647
Repurchase agreements 3,724
Federal Home Loan Bank Advances 78,823
OBRET .ottt ettt e st e e b ae st s e e res s bb e e b e e e sba s rbesrnaeersaebaessnaennnesrneas 2,376

TOTAL LIABILITIES ASSUMED ......cccooiiiiiiiiiiriiienecene et seevesiesaenes $ 434,570
Excess of liabilities over assets aCqUITed .........ccovvveriereerinierveirienrereriesneesseressennnns (134,708)
Cash received from FDIC .......cociiiiiiiiiiieiieeieiiecis st crieeee e seesreesse s ebesssesesssessennns 158,000
RECORDED GAIN ON ACQUISITION ....cccoociiiiiiirrrereiereciet e $ 23,292
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NOTE 2 ~ACQUISITIONS (continued)

1% United did not immediately acquire the furniture or equipment of Republic as part of the acquisition. However, 1 United
has the option to purchase the furniture and equipment from the FDIC. The term of this option expires March 11, 2010. 1
United has until March 11, 2010, to request the FDIC to repudiate all leases entered into by the former Republic or the leases
will be assumed. As of the date of these financial statements, the Company has not determined whether it will request the
FDIC to repudiate the leases. Each of the four banking centers is leased.

The rent commitments under these banking facilities leases prior to the potential repudiation are as follows:

2000 ottt e et rbe e et e e et e b e s s anenbaenaraas $ 657
2OTL ettt ettt e re e e s be e abaessaaasaraen 500
2002 oottt eaa e e ba e et re e reesenanens 448
2003 et e e e s bt e s bb e e an e e srneseaaeens 245
20T ettt es et e e e e arte e s earaes 245
TREIEATIET ....vveeieeeeieeeie et ere e ere e e s s ar e s e sesnee e 766

$ 2,861

The Federal Home Loan Bank (FHLB) advances to Republic were repaid prior to December 31, 2009.

The operating results of 1¥ United for the twelve month period ended December 31, 2009, include the operating results of the
acquired assets and assumed liabilities since the acquisition date of December 11, 2009. Due primarily to the significant
amount of fair value adjustments and the Loss Share Agreements now in place, historical results of Republic are not believed
to be relevant to the Company’s results, and thus no pro forma information is presented.

Citrus Acquisition

On August 15, 2008, the Company completed the assumption and acquisition of the banking center network, substantially all
of the deposits, and selected loans of Citrus Bank, N.A. (the “Citrus Acquisition”), headquartered in Vero Beach, Florida.
The total purchase price included $1,500 of contingent consideration paid equally ($750 per year) over the next two years
subject to the retention of certain deposits acquired. The Company was not required to pay the $750 that was potentially due
in 2009.

NOTE 3 - SECURITIES

The amortized cost and fair value of available for sale securities and the related gross unrealized gains and losses recognized
in accumulated other comprehensive income were as follows.

Gross Gross
Amortized  Unrealized Unrealized
Cost Gains Losses Fair Value

2009
U.S. Government and federal agency ......c.ooevreeecereneeenercerereeneececneerenns $ 12,490 § 7 % 80 $ 12,417
Mortgage-backed: residential . et neste b oo saearena et s 74,292 648 (502) 74,438
COTPOTALE ....eeeriererrnriirieriiiiis ittt sttt sre e s eesane s e ssse e bb e s bs e baasstaassnanns — — — —
MURICIPAL SECULIHES. ....veveerreireeeciitieenrees e csae e crssnsn s ns e nesis 1,988 — — 1,988
$ 88,770 $ 655 § (582) § 88,843

2008
U.S. Government and federal AZENCY ......oeeeeeevecrrrrererinieenirieenceeereeneeereenns $ 17,965 $ 835 $ —  $ 18,800
Mortgage-backed: residential 15,756 406 @) 16,155
COTPOTALE ....oceerenreniriiiiiirrce ittt b e e s s n st sess s ebaebesbe b s 120 — — 120
$ 33,841 § 1,241 $ M 3 35,075

At year end 2009 and 2008, there were no holdings of securities of any one issuer, other than the U.S. Government and its
agencies, in an amount greater than 10% of shareholders’ equity.
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NOTE 3 - SECURITIES (continued)

The Company sold $32,106 of available for sale securities in 2009 which resulted in a gross gains of $630 and gross losses of
$34, most of which were callable agency securities. The Company sold $7,100 of available for sale securities in 2008 which
resulted in gross gains of $124 and gross losses of $5, most of which were callable agency securities. No available for sale
securities were sold in 2007.

The amortized cost and fair value of debt securities at year end 2009 by contractual maturity was as follows. Securities not
due at a single maturity date, primarily mortgage-backed securities, are shown separately.

Amortized Fair

Cost Value
DUE 1N 0N YEAT OF 1855 ...veeueiiniiciicicienenii ettt es st ettt st $ — 3 —
Due from one to five years .... e —
Due from five to ten years ..... 6,879 6,832
Due after ten years ............. 7,599 7,573
Mortgage-backed .........oviiiiiiiiiii et 74,292 74,438

$ 88,770 § 88,843

Securities at year end 2009 and 2008 with a carrying amount of $41,233 and $29,773 were pledged to secure public deposits
and repurchase agreements.

Gross unrealized losses at year end 2009 and 2008, aggregated by investment category and length of time that individual
securities have been in a continuous unrealized loss position, were as follows.

Less than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
2009
U.S. Government and federal agency .................. $ 6,806 $ 80) $ — 3 — $ 6806 § (80)
Mortgage-backed ......coceveeceeirecirieeeieee e, 39,319 (502) — — 39,319 (502)
$ 46,125 $ (582) $ — 3 — § 46,125 $ (582)
2008
U.S. Government and federal agency ... $ — 3 — — 3 —  § — 3 —
Mortgage-backed ......cocvevevrririnceerenieieeeeeieaeene 169 (5) 606 (2) 775 (7)
$ 169 $ 35 $ 606 $ 2) $ 775 $ (@)

Unrealized losses on mortgage-backed securities have not been recognized into income because the mortgage-backed
securities held by the Company were issued by U.S. government-sponsored entities and agencies, primarily Fannie Mae and
Freddie Mac, institutions which the government has affirmed its commitment to support. Because the decline in fair value is
attributable to changes in interest rates and illiquidity, and not credit quality, and because the Company does not have the
intent to sell these mortgage-backed securities and it is likely that it will not be required to sell the securities before their
anticipated recovery, the Company does not consider these securities to be other-than-temporarily impaired at December 31,
2009.

For the year ended December 31, 2009, the Company recognized a $120 loss associated with the other-than-temporary
decline in the value of a corporate obligation. The Company recorded the impairment as a result of lack of marketability and
weakening financial conditions of the issuer. Subsequent to the impairment charge, the subsidiary bank of the issuer was
closed by the FDIC. Consequently, all of the loss was considered credit related by the Company.
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NOTE 3 - SECURITIES (continued)

The table below presents a rollforward of the credit losses recognized in earnings for the period ended December 31, 2009:

Beginning balance, January 1, 2009 .........cccocooiiiiiiiiiiniiin e s $ 130
Amounts related to credit loss for which an other ~than-temporary impairment was not previously
TECOZMIZEM oottt ettt et et et a e b e ea s e ns e ae e r b esnean s —
AddItions / SUDLIACLIONS .......cocveriruirtieiiieieceee ettt sttt ettt e ere e b st essa st s bsernesbenses —
Amounts realized for securities sold during the period ........c.ococicirinininiiiiiic —
Amounts related to securities for which the company intends to sell or that it will be more likely than
not that the company will be required to sell prior to recovery of amortized cost basis ...........c.c... —
Reductions for increase in cash flows expected to be collected that are recognized over the remaining
Jife OF the SECULILY ...vevevevereueniiieiereieieet ettt e asa e bbbt b s b s s —
Increases to the amount related to the credit loss for which other-than-temporary was previously
TECOZIUZEMA 1.vervveriereieie ettt ettt sttt b s bt e st sa e r e e b et e e e s e ae et s ebe e b e b e beer e be s Re e b e e en et s 120
Ending balance, December 31, 2009 ...........ccoivirirrierereieereieieet sttt eeesesesesess et sasnsssens e $ 250
NOTE 4 - LOANS
Loans at year end were as follows:
2009
Loans Loans Not
Subject to Subject to Loss
Loss Share Share
Agreements Agreements Total 2008
COMMETCIAL ..ot $ 37,444 $ 79,905 $ 117349 $ 90,968
Real estate:
Residential .........ococeveernnmeonrecrnrcincna, 90,808 114,941 205,749 100,571
Commercial ......coceevevrererrerercrerreieenereesreeenen. 64,244 225,770 290,014 203,734
CONSLIUCHION ...eeiviicereiiereeee e rer e eeeeeeneeene 1,108 54,581 55,689 83,161
Consumer and other .........ccoceeveverieeeieeecerennecennns 432 11,607 12,039 7,865
$ 194,036 $ 486,804 680,840 486,299
Add (deduct):
Unearned income and net deferred loan (fees)
COSES eeernirerieceite ettt 136 (52)
Allowance for loan 10sses .......ccccoevericninnnns (13,282) (5,799)

$ 667,694 $ 480448

At December 31, 2009, the Company had approximately $194,000 in outstanding loans covered by Loss Share Agreements.

Included in commercial and commercial real estate loans above are loans originated through government guaranteed lending
programs totaling $5,895 and $8,282 at year end 2009 and 2008, respectively. Of these amounts, $4,865 and $7,222 at year
end 2009 and 2008, respectively, represent unguaranteed portions retained by the Company.

Activity in the allowance for loan losses was as follows:

2009 2008 2007
Beginning Dalance .........ccoevvveveiererereieiierisissesereresessseesssseanssseeseseseseenenesesne $ 5799 § 2,070 § 2,149
Provision for 1080 JIOSSES .....cc.eeviererererieerieeciienieeeste et enire et e e 13,240 1,910 145
Effect of merger or acquiSItION ........cccevuveuiveeeririinnicnnniniiiieeere e — 2,731 —
Loans charged-off ........coccoveeeinneieniccc (5,788) 915) (502)
RECOVETIES ...vveeneveriririiieriteniteee ettt e sas e aesssn e s s rne e s baa e eats 31 3 278
ENding DALANCE .......ocoveriiviiiiieiiicrniectneicietee et $ 13282 % 5799 § 2,070
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NOTE 4 - LOANS (Continued)

Impaired loans were as follows:

2009 2008
Year end loans with no allocated allowance for loan 10SSes ..........cccceeeereievieeciieeiieeecnrenen. $ 5900 § 6,740
Year end loans with allocated allowance for 10an 10SSes ..........cocvveveevvieivrieieecereeeieee e 11,100 7,113
$§ 17,000 § 13,853
Amount of the allowance for loan losses allocated ..........ccccceevveeeiiiiiiiieniiecieecieeeeeee e, $ 2,611  § 1,522
2009 2008 2007
Average of impaired loans during the year ...........ccccoceevevennnennncineeenens $ 19960 $ 14288 $ 1,270
Interest income recognized during impairment .............c.cceceevvervecrerieresiennens 551 373 172
Cash-basis interest inCOMEe reCOZMZEM .......evverreerereecrerienrrieenrerieneeeerernanees 302 160 107
Nonperforming loans were as follows:
2009 2008
Loans past due over 90 days still 0n acCrual .........cceevevcieriierirnrcreee e $ 54 § 2,059
NONACCIUAL JOANS .....veieriiiireieeiecie et re e ert e e treeeantecvaessneseaeeeesneseseseestesesssessseens 19,297 8,549

Loans past due 90 days still on accrual at December 31, 2009 include one loan with a principal balance of $54, which was
brought current after December 31, 2009. Nonperforming loans and impaired loans are defined differently. As such, some
loans may be included in both categories, whereas other loans may only be included in one category.

The Company has allocated $316 of specific reserves to customers whose loan terms have been modified in troubled debt
restructurings as of December 31, 2009. The Company has not committed to lend any additional amounts to customers with
outstanding loans that are classified as troubled debt restructurings.

The Company has purchased loans as part of its acquisitions of Republic in 2009 and Equitable and Citrus in 2008, for which
there was, at acquisition, evidence of deterioration of credit quality since origination and it was probable, at acquisition, that
all contractually required payments would not be collected. The carrying amount of those loans at year end was as follows.

2009 2008 2007
COMMETCIAL ...ttt ee et eer e s e s e e sav et et eeseseseneoesenes $ 849 § — 3 —
REAL BSTALE ..evviiieriietieieereeeeee et eea e seee s et srete s aeeeree s e ebeesseesenennas 47,811 22,288 —
CONSUITIET ...vvviiiiiiiiiereeiirreraesreeeesisaeseessseeessssaeaassessasassssseessessessssssasssssssennn 41 — —
Outstanding DalAnCe ...........cveveueveuierereeeeeeeeeee s eseeeeen e $ 48701 § 22288 § —
Carrying amount, net of allowance of $0, $0and $0 ..o, $ 26058 $§ 15121 $ —

For those purchased loans disclosed above, the Company increased the allowance for loan losses by $2,571, $0 and $0 during
2009, 2008 and 2007, respectively. No allowances for loan losses were reversed during 2009, 2008 or 2007.
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NOTE 4 - LOANS (Continued)

Loans purchased during the year for which it was probable at acquisition that all contractually required payments would not
be collected were as follows.

2009 2008 2007
Contractually required payments receivable of loans purchased during the
year:
COMMETCIAL ....oviviviereeiititetesssseeesssaes e cecsaese s seses sttt rebebsssssessasies $ 338 $ —  § —
REAI €STALE ...vvveiiiiiiiiiiieirie et et ce e e ettt e e s et e e et s e neaeae e e s e snsnnnae 55,532 25,275 —
CODSUIMET vttt et bbb e r e r e b be s eses 55 — —
$§ 55925 § 25275 § —
Cash flows expected to be collected at acquisition ........c.cccccececrivnninnninas $ 23,08 § 1999 § —
Fair value of acquired loans at acquUiSition ..........coccceviveniiiinininninsnrennenn. 19,849 $ 18236 § —
Accretable yield, or income expected to be collected, was as follows.
Balance at January 1, 2007 $ —
NeW 10aNS PUICHASEA ....vevirvieereeririeieetetrt ettt ettt bbb e s ssere e s as et b n b nes —
ACCTELION OF IICOIMIE ..vivieiieiiteieieteete ettt ettt st eae st et er e e e ntene st s assa et sbs b s snebesnanetesbens —
Reclassifications from nonaccretable difference ..........ccoceeverereeecimininiiiiiiii e —
DASPOSALS ...veerreeeiirienirietieeteeere ettt r ettt st r e bbbk bbb et —
Balance at December 31, 2007 —
NeW 10aNS PUICHASEA ....oovirieieeieieieiceiet ettt eeeb et et bt sn et e s b b eneass 1,760
ACCTEION OF INCOIMIE ...eeiviiiiiieeiieeee ettt sttt e s e s b s e s s a s s bt e st s sna s as e s s ens e rnsereens (1,150)
Reclassifications from nonaccretable difference ..........c..ccocoeeriiiciiiiiinine —
DASPOSALS <veeveveiireeeiere ettt bbb bbb et —
Balance at December 31, 2008 610
New 10808 PUFCHASEA ....cocueruiiiiiiiiiii ittt b e sr e 3,234
ACCTEHON OF INCOMIE ...oevvieieeieireeiiee e ettt et e e seesasesae et s b s s sas e s s e s e besnbeenrs (809)
Reclassifications from nonaccretable difference ..........cccceovicniininiinininc e 199
DIHSPOSALS .veeeerenirterieieeet sttt ettt et e et et s eh e b e e e s bt e as b e s be b e s an e s annetans —
Balance at December 31, 2009 $ 3,234

Income is not recognized on certain purchased loans if the Company cannot reasonably estimate cash flows expected to be
collected. The carrying amounts of such loans were as follows.

2009 2008 2007
Loans purchased during the year ...........ccccccooviinninniiiceee, $ 4,033 — —
Loans at end OF YEAr ......c.covevveieriiieieieecceeeeere et 4,033 — —
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NOTE 5 - PREMISES AND EQUIPMENT

Year end premises and equipment were as follows.

2009 2008

LANA oottt ettt ettt et e e e st et et e et e et e ebeeenteateensn e reeteereseteaneennes $ 278 $ 278
BUIIAINES -ooveutieieeieieieietc ettt ettt s et rs s st s e s e s e seesassesaesassentessabesesssnseses 4,000 4,000
Leasehold IMProVEMENLtS ......cccevveiuieriieieneriiieeieeie e rte et ereeaeeeresssessnessaesseesseesneeaseenns 5,681 5,511
Furniture, fixtures and qUIPMENt ........c.ccceeveiiinrinieiiirc ittt 4,727 4,465

14,686 14,254
Less accumulated depreCiation .........c..eeoeveieevieriienitieiieniesieeseeneeneesiesssesseessasssesseessssssesnes (5,458) (3,914)
Premises and eQUIPIMENT, IO .....c.ee.erviereirierieietereerteteterteteeeteste st esetestssnssesesesssnsessesessessans $ 9,228 $ 10,340

Depreciation expense was $1,411, $1,078, and $1,333 for 2009, 2008, and 2007, respectively.

The Company leases several of its office facilities under operating leases, one of which is collateralized by a letter of credit
on which a $75 time deposit is pledged. Rent expense was $2,862, $2,647, and $1,789 for the years ended 2009, 2008, and
2007, respectively.

Rent commitments under these noncancelable operating leases were as follows, before considering renewal options that
generally are present.

2000 1ot te s $ 2,828
2001 e bbbt es 2,763
2002 et ettt en 2,824
2003 e ettt e r e bbb e eara s 2,619
2014 oo 2,594
TRETEATEr ..vveivveiciiieeiieereceee ettt et e 3,581

$ 17,209

NOTE 6 - GOODWILL AND CORE DEPOSIT INTANGIBLE

Goodwill: The change in balance for goodwill during the year was as follows:

2009 2008 2007
Beginning Of YEAT ......cccovivrieierirnertsiete e er et nenens § 45008 §$§ 4553 § 4,553
Effect of acquiSItions ......cc.coeeveveeireieieenciceerrtee et — 40,455 —
IMPAITIENT ...eeoiiiiieiiierieeeer ettt e — — —
ENd OFf YEAT <.ovoieeieieeeeeeeeeeeee e $ 45008 $ 45008 $ 4,553

Impairment exists when the carrying value of goodwill exceeds its fair value, which is determined through a two-step
impairment test. The first step includes the determination of the carrying value of the Company’s single reporting unit,
including the existing goodwill and intangible assets, and estimating the fair value of the reporting unit. The Company’s
annual impairment analysis as of December 31, 2009, indicated that the fair value of the reporting unit exceeded its carrying
amount. Consequently, the second step to the impairment test was not necessary.

The amount of goodwill remaining to be deducted for tax purposes was $5,290, $5,190, and $3,016 for the years ended
December 31, 2009, 2008 and 2007, respectively.
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NOTE 6 - GOODWILL AND CORE DEPOSIT INTANGIBLE (continued)

Core Deposit Intangible: The gross carrying amount and accumulated amortization for core deposit intangible was as follows
as of year end:

2009 2008
Gross Accumulated Gross Accumulated
Cost Amortization Cost Amortization
Core deposit intangible ...........cccoeevveverrienvccceennen. $ 4,080 $§ (1,035 $ 2832 § (722)

Amortization expense was $313, $250, and $96 for 2009, 2008, and 2007, respectively.

Estimated amortization expense for each of the next five years was as follows.

2000 it e e e e b e et e et bt e s nee st e e e na e e s reenateeensaenaarenbaeenee $ 433
20 e et e e e s e e e e te e e eenabaeeeabaeeaerasaeetbaeesnieraeaans 393
200 bt e e b e e e aa e e raererr e e arreataesraaeaeeassanans 370
203 it — et et et e e e e e eaar—eeeaeatesaeeabateeeareeeenrrneeeernrarans 353
2014 ANA AFEET ....vvviiieiiei ettt eer et e s et e et e e e b e e e e e aeenbaa e e iaaaaeans 1,496
$ 3,045
NOTE 7 - DEPOSITS

Time deposits of $100 or more were $212,666 and $88,392 at year end 2009 and 2008, respectively.

Scheduled maturities of time deposits for the next five years were as follows.

2000 oottt ettt e e et b e e e e b e et e et aesraeeasaerreerseertesaensaeraeseereensans $ 274,525
20T ettt ettt et vt e e b e e reereear e beesaeerneerbetsenasaaseseeraeaes 36,146
2002 et e e et e e abe et bt e ebe st eabeetataebnre st e eenaeerresaeaenraeeasbeenes 5,036
2003 ettt et et et e e r e bt e b e et e eteereeat e raaareeraesaenraenseenrennes 1,394
2014 ANA AFLET ..eeeeeieeeeeee ettt ecte e str e eeart e e e st e e s e e aa e e e e eesaaanaaeesbeenee 412

$ 317,513

NOTE 8 - FEDERAL HOME LOAN BANK ADVANCES

The Company has a credit line with the Federal Home Loan Bank. This credit line is collateralized by $86,645 of residential
first mortgage and commercial real estate loans under a blanket lien arrangement.

At year end 2009, advances consisted of a $5,000 convertible advance at a rate of 4.6% maturing on January 11, 2012. At
year end 2008, advances consisted of an overnight advance of $45,000 maturing daily, at a daily variable interest rate of
46%, a $5,000 convertible advance at a rate of 4.6% maturing on January 11, 2012, and a fixed rate advance of $6,000 at a
rate of 2.78% maturing on February 26, 2009.
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NOTE 9 - BENEFIT PLANS AND EMPLOYMENT AGREEMENTS

401(k) Plan: A 401(k) benefit plan allows employee contributions up to 15% of their compensation, which are matched equal
to 50% of the first 6% of the compensation contributed. Employee benefit expense related to this plan was $49, $164, and
$140 for 2009, 2008 and 2007, respectively.

Employment Agreements: The Company has entered into rolling three-year employment agreements with three of its
executive officers. The agreements provide for a base salary, cash bonuses and supplemental retirement benefits, which are
tied to certain growth and/or profitability targets. Expense under the associated supplemental retirement plans is allocated
over years of service and totaled $169, $244, and $285 and for 2009, 2008 and 2007, respectively.

Each of the agreements also provide for the granting of stock options in an amount equal to 3.33% of the issued and
outstanding common stock of the Company from time to time (not including any common stock outstanding as a result of the
exercise by the executives of options granted). As of December 31, 2009 and 2008, 2,484,321 and 874,323 stock options
were granted under the terms of the employment agreements.

In addition, the Company has entered into an employment agreement with an executive, having an effective date of
December 22, 2009, for a one-year term which provides a base salary and cash bonus.

NOTE 10 - INCOME TAXES

Income tax expense (benefit) was as follows:

2009 2008 2007
CUITENL .ottt teveees s tese s st et be bt sasss st ebebebsssenanana, $ — — $ —
DEferred ...ocoeouiiieriieeeeee ettt e, 2,884 (752) @)
Change in valuation allowance ..........c..cccooeeeniininennecceencs, — — (3,384)
TOAL et e, $§ 2834 § (752) $ (3,391)
Year end deferred tax assets and liabilities were due to the following:
2009 2008
Deferred tax assets:
Net operating loss and credit carryforward ..........ccoccevvvrereeirrrecrerierreeereeeneenns $§ 6293 § 6,534
Allowance for 10an 10SSES .....c...ovoveieieiieieeee et ennes 4,447 2,087
ACCTUCA BXPEIISES ..ovivieieniiiiiiniiiiet ettt sttt st e sa e sas e st saee e saaene s 825 508
DIEPTECIALION ..euvieueiiereiriieeeienerter et e sttt ettt e e see s cssesae et eseesseneeebessesaees 430 —_
Deferred COMPENSALION ......coueueeeierenirieeirecrieeteeei sttt sttt ee e esee e 571 321
ORET ..ttt ettt et e e e see sttt e b eabessae et e e e s eneaeeeeneeenanan — 238
12,566 9,688
Deferred tax liabilities:
DEferred GAIN ...occveereiieiiereeeeereeetrertese et eaeerer e e e e e e s st e sse e s aera s ressressaensaanees (8,296) —
DEPTECIALION .evireiiiieiceceret ettt ettt et n et s et st mesaeneen — (26)
Tax deductible goodwill and other intangibles ..., (1,996) (1,716)
Prepaid EXPENSES ...oevcvevveriieiieieeiieereteeieeseesreesseesteeseesseeaseassaenseesteeseesseenaeenanes (118) (108)
Net unrealized gain on securities available for sale ........cc.ccccevverncnnecnncrcnnen. 27 (464)
OMRET ittt st s et a e s e s e e ne e nreeeas 217 —
(10,654) 2,084
Net deferTed taX ASSEL ...vicvviireieeiiiiieieeeeeetteete et esteerr e beeereenneereesneeseeressnsesseesssans $ 1912 § 7,374
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NOTE 10 - INCOME TAXES (Continued)

Approximately half of the deferred tax liability related to the gain on the Republic transaction will reverse ratably over six
years. The remainder will be realized as the applicable assets are sold or mature.

The deferred income tax asset recorded in connection with the acquisition of Equitable Financial Group, Inc. has been reduced
by $3,015, with a corresponding increase in income taxes receivable, as the result of the enactment of American Recovery and
Reinvestment Act of 2009 which allowed the Company to carryback additional pre-acquisition net operating loses incurred by
Equitable to 2003 and 2004. This purchase accounting adjustment did not impact the results of operations or the financial
position of the Company.

At December 31, 2007, the Company assessed its earnings history and trend over the prior two years, its estimate of future
earnings, and the expiration dates of its net operating loss carryforwards. Based on this assessment, the Company determined
that it was more likely than not that the deferred tax assets will be realized before their expiration. As a result, the Company
reversed the valuation allowance on its deferred tax assets at December 31, 2007, resulting in a $3,384 income tax benefit.
Based on similar analyses at December 31, 2009 and December 31, 2008, the Company has determined that the realization of
the deferred tax assets continue to be more likely than not and no valuation allowance was recorded for either of these years.

At year end 2009, the Company has Federal and State net operating loss carryforwards of approximately $14,415 and $31,651,
respectively, which begin to expire in 2023. It is anticipated that these carryforwards, both Federal and State, will be utilized
prior to their expiration based on the Company’s current five-year projections. Due to the issuance of additional stock in
September of 2009, the Company has likely undergone a “change of ownership” as that term is defined in the Internal Revenue
Code. This change of ownership will result in a limitation of the amount of net operating losses that can be utilized by the
Company, annually. However, it is not anticipated such annual limitations will materially impact the Company.

Effective tax rates differ from federal statutory rate of 34% applied to income before income taxes due to the following:

2009 2008 2007
Federal statutory rate times financial statement income ...................... $ 2585 3§ (718) §$ 1
Effect of:
State Taxes 276 77 —
Earnings from company owned life insurance ..........ccoccoceevcevercrenenas 36 ©67) (60)
Incentive stock Option EXPEnSe ......c.cocevvevvereniniiiniiciecir s 44 73 —
Change in valuation allowance .......c...coccevervieecieenenncnmnenicccceccs — — (3,384)
OthEr, NEE .oveieieieeree ettt et e eiee e sreee s s e (57 37 52
TOAL ottt et e $ 2834 3 (752) § (3,391

The Company and its subsidiary are subject to U.S. federal income tax, as well as income tax of the State of Florida. The
Company is no longer subject to examination by taxing authorities for years before 2006, except to the extent net operating
losses are carried back to earlier years. Equitable which was merged into the Company in 2008, is currently under audit by
the IRS for the pre-merger taxable years ended December 31, 2006, December 31, 2007 and February 29, 2008. Since the
audit commenced in early 2010, it is too early to determine what, if any, changes the examining agent may propose.

However, the Company anticipates that such changes, if any, will not have a significant impact on its results of operations or
financial position.

There were no significant unrecognized tax benefits at December 31, 2009, and the Company does not expect any significant
increase in unrecognized tax benefits in the next twelve months.
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NOTE 11 - RELATED-PARTY TRANSACTIONS
Loans to principal officers, directors, and their affiliates in 2009 and 2008 were as follows

Year ended December 31,

2009 2008
Beginning balance ........cc..cccveeercrenicienennn. $ 11,609 $§ 12,860
New 10ans .....ccceeerenerreenerencneneeeeeeneen, 406 126
Repayments ......cc.ccceevveenvenrreeneceenneenreeeaes (816) (1,377)
Ending balance .........cccooevveevrivineiienienienenn, $ 11,199 $ 11,609

Deposits from principal officers, directors, and their affiliates at year-end 2009 and 2008 were $20,461 and $18,471,
respectively.

Additionally, the Company paid $252, $248 and $369, in 2009, 2008 and 2007, respectively to various entities owned by
directors of the Company for architectural design services and furniture related to its office facilities, and insurance services.
The Company entered into a five-year lease that commenced in 2006 on a property owned by a director, for which it made
payments of $158, $150 and $162 in 2009, 2008 and 2007, respectively. Lastly, the Company sold $4,040 in loans at its
carrying value to one of its Directors during 2008.

NOTE 12 - STOCK-BASED COMPENSATION

The Company had a non-executive officer stock option plan (the “2003 Plan”) whereby up to 5% of the outstanding shares of
the Company’s common stock may be issued under the plan. At December 31, 2009 and December 31, 2008, 62,712 and
115,400 shares, respectively, had been issued and no options were available to be issued under the plan.

In May 2008, the Company’s shareholders approved a new Stock Incentive Plan (the “2008 Incentive Plan”). No additional
shares can be issued under the 2003 Plan. The 2008 Incentive Plan allows for up to 5% of outstanding shares to be issued to
employees, executive officers or Directors in the form of stock options, restricted stock, Phantom Stock units, stock
appreciation rights or performance share units. At December 31, 2009, 190,500 awards have been issued under the 2008
Incentive Plan. No awards were issued in 2008 under the 2008 Incentive Plan. Up to an additional 1,052,012 awards may be
issued under the 2008 Incentive Plan.

During 2009, the Company implemented a plan to allow non-executive employees, at the employees’ option, to exchange
45,000 stock options issued in 2008 under the 2003 Plan with an exercise price of $14.50 per share for 45,000 stock options
to be issued under the 2008 Incentive Plan with an exercise price of $7.20, but with new vesting periods, which would
commence on the grant date of the new options. All 45,000 shares have been exchanged as of December 31, 2009.

Additionally, 2,484,321 and 874,323 options to purchase the Company’s common stock were outstanding at December 31,
2009 and December 31, 2008, respectively, to executive officers under employment agreements.

Lastly, the Company has entered into separate agreements with its non-executive directors and executive council members
whereby these individuals have been granted options to purchase the Company’s common stock. At December 31, 2009 and
2008, 62,000 options were outstanding under these agreements.

Under each of the above plans and agreements, the exercise price is the market price at date of grant. The maximum option
term is ten years and the vesting period ranges from immediate vesting to up to ten years. The Company issues new shares to
satisfy share option exercises. Total compensation costs that have been charged against income for these plans and
agreements were $543, $341, and $34, respectively, for the years ended December 31, 2009, 2008 and 2007.

The fair value of each option award is estimated on the date of grant using a closed form option valuation (Black-Scholes)
model that uses the assumptions noted in the table below. Expected volatilities are based on historical volatilities of an
appropriate bank peer group. The Company uses historical data to estimate option exercise and post-vesting termination
behavior. The expected term of options granted represents the period of time that options granted are expected to be
outstanding, which takes into account that the options are not transferable. The risk-free interest rate for the expected term of
the option is based on the U.S. Treasury yield curve in effect at the time of the grant.
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NOTE 12 - STOCK-BASED COMPENSATION (continued)

The fair value of options granted during 2009 and 2008 was determined using the following weighted-average assumptions
as of grant date.

2009 2008
Risk-free interest Tate ...........ocoeeeveioiiiiiiniiiiiiic 2.98% 3.03%
EXpected termm ...cccvevviriiiiieienieciecicececr e 7.00 years 7.00 years
Expected stock price volatility .......ccoevvviiviininiiiiiiniiiicccncicn 30.00% 30.00%
Dividend yield ........cccoevievnivniiniinncnnnennn e — —
A summary of the activity in the stock option plan for 2009 follows.
Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term Value
Outstanding at beginning of year ........cc.cccvcveereee 1,051,723  § 12.17
Granted .......ccoeevvieeeenierircrerteeesteeeree et 1,800,498 5.49
EXErciSed ....ccooviveririiieieieneriteceeer e e — —
Forfeited, exchanged or expired ........ccccoeceervenennee. (52,688) 14.48
Outstanding at end of year ......c.c.cccceeevenicrccencnene 2,799,533 $ 7.83 853 years § —
Fully vested and expected to vest ..........ccceveveveeennnne 2,799,533  § 7.83 853 years § —
Exercisable at end of year ........coccocoeeivicenecreennnen 659,147 § 1242 534 years $ —
Information related to the stock option plan during each year follows:
2009 2008 2007
Intrinsic value of Options eXercised ..........coveerereerrrreeseersererresescsesereeeens $ — — 3 9
Cash received from Option EXETCISES ...ceeeerteviereenereerieneenenrereeeererenenne — — 51
Tax benefit realized from option €XEICISEs .....coceverveeeercrrerercercrnenereencnes — — —
Weighted average fair value of options granted .........c..cocevriieceniencnnen. $ 172 % 445 5.04

As of December 31, 2009 and 2008, there were $4,441 and $1,833, respectively, of total unrecognized compensation cost
related to non-vested stock options granted under the Plan. The cost is expected to be recognized over a weighted-average
period of 8.29 years.

In 2009, the Company granted 80,000 restricted shares of its common stock to non-executive directors pursuant to the terms
of the 2008 Incentive Plan. The grant price was $7.15. Under the terms of the agreement, the restricted shares will vest one-
seventh immediately and one-seventh equally at the end of the next six years, subject to accelerated vesting upon a change of
control. The fair value of stock award at the grant date was $572, which one-seventh immediately vested and the remaining
are being amortized to expense over the six-year vesting period on the straight-line method. Amortization expense was $81
in 2009. In 2009, 11,429 shares vested and 68,571 shares are non-vested at year-end.
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NOTE 13 - LONG-TERM BORROWINGS

On July 7, 2008, 1st United entered into a Subordinated Capital Note Purchase Agreement (“Note Purchase Agreement”)
with a correspondent bank (“Lender”). Pursuant to the Note Purchase Agreement, 1st United issued to Lender an unsecured
Subordinated Capital Note (the “Debenture”) in the principal amount of $5,000. The Debenture bears interest at a fixed rate
of 5.69% until May 16, 2010, after which time the fluctuating interest rate will be equal to the three month British Bankers
Association LIBOR Daily Floating Rate (“LIBOR”) plus 245 basis points per annum. 1* United must repay principal of $125
each quarter beginning September 15, 2010 until maturity on June 15, 2020, at which time any remaining principal and
accrued interest is due and payable. 1% United paid an origination fee of $37 to Lender for the Debenture. The Debenture is
included in total capital for purposes of computing total capital to risk weighted assets for both the Company and 1* United.

The Debenture contains certain customary representations, warranties, covenants and events of default. Upon the occurrence
of any event of default (as defined in the Note Purchase Agreement) which is continuing, interest will become due and
payable upon demand. If an event of default occurs due to 1* United’s bankruptcy, insolvency, receivership, conservatorship,
or reorganization, then Lender shall have the right to declare the Debenture to be immediately due and payable.

Also on July 7, 2008, Bancorp entered into a Loan and Stock Pledge Agreement (“Loan and Stock Pledge Agreement”) with
Lender pursuant to which Bancorp received a $5,000 revolving Line of Credit (the “Note”) secured by 100% of the common
stock of 1st United Bank. The Note bears interest at the three month LIBOR index rate for U.S. Dollar deposits plus 200
basis points, adjusted daily. The Note has an interest rate floor of 4.50%. At December 31, 2008, there was $250 outstanding
on this Note. During the year ended 2009, the $250 was repaid, the Note was terminated without penalty and the common
stock of 1* United Bank was released.

The following are aggregate maturities of long term debt for the next five years and thereafter:

2000 ittt ettt er e era e ae et e enr et e ebeereanteereens $ 250
0T oottt et e et e e e et e ate e ereeerteebeeeneeennrannne 500
2002 et e e et e e ate e e n e e e rteenreeeareeneeenns 500
2003 ettt et et e bt et et e eabe e b e enbeeraeereenreenneenns 500
2004 oottt ettt et e et e ereerteenraeae e tseareeans 500
Thereafter 2,750

$ 5,000

NOTE 14 - COMMON STOCK OFFERING

During 2009, Bancorp issued 16,100,000 (“the Offering’) shares of common stock at $5.00 per share. The total proceeds of
the Offering were $74,925 (net of offering costs of $5,575).

NOTE 15 - PREFERRED STOCK

On March 13, 2009, the Company entered into a Letter Agreement with the Treasury Department as part of the Treasury
Department’s Capital Purchase Program, pursuant to which the Company agreed to issue and sell 10,000 shares of Series C
Fixed Rate Cumulative Perpetual Preferred Stock (“Series C Preferred”), having a liquidation amount per share of $1,000, for
a total price of $10,000, and a warrant (“Warrant™) to purchase up to 500 shares of Series D Fixed Rate Cumulative Perpetual
Preferred Stock (“Series D Preferred”), at an initial per share exercise price of $0.01. The Treasury Department exercised the
Warrant immediately, and the Company issued 500 shares of Series D Preferred. Total proceeds, net of issuance costs of
approximately $171, were approximately $9,829. The Series C Preferred paid cumulative dividends of 5% per annum until
the 5th anniversary date of their issuance and thereafter at a rate of 9% per annum. The Series D Preferred paid cumulative
dividends at 9% per annum and cannot be redeemed until the Series C Preferred is redeemed. The Series C Preferred and
Series D Preferred also provided for various restrictions including restricting dividends to common shareholders and
restrictions on executive compensation.
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NOTE 15 - PREFERRED STOCK (continued)

To facilitate the issuance of the Series C Preferred and Series D Preferred, on February 27, 2009, the Company exchanged all
of its outstanding Series A Non-Cumulative Perpetual Preferred Stock (“Series A Preferred”) for Series B Non-Cumulative
Perpetual Preferred Stock (“Series B Preferred”). All of the material terms and conditions of the Series B Preferred are
identical to the Series A Preferred except that the Series A Preferred had a liquidation preference over other preferred shares,
whereas the liquidation preference of the Series B Preferred is equal to that of the Series C Preferred and Series D Preferred.

During 2009, Bancorp redeemed the Series C Preferred and Series D Preferred from the Treasury Department. The
approximate cost of the redemption of these shares was $10,500. As a result, additional accretion for the Series C Preferred
and Series D Preferred of $671 was recorded during the period ended December 31, 2009.

During 2009, Bancorp also redeemed the Series B Preferred Stock at their outstanding balance of $4,595 plus accrued
dividends.

NOTE 16 - CAPITAL REQUIREMENTS AND RESTRICTIONS ON RETAINED EARNINGS

Banks and bank holding companies are subject to regulatory capital requirements administered by federal banking agencies.
Capital adequacy guidelines and, additionally for banks, prompt corrective action regulations, involve quantitative measures
of assets, liabilities, and certain off-balance-sheet times calculated under regulatory accounting practices. Capital amounts
and classifications are also subject to qualitative judgments by regulators. Failure to meet capital requirements can initiate
regulatory action.

Management believes as of December 31, 2009, Bancorp and 1% United meet all capital adequacy requirements to which they
are subject.

Prompt corrective action regulations provide five classifications: well capitalized, adequately capitalized, undercapitalized,
significantly undercapitalized, and critically undercapitalized, although these terms are not used to represent overall financial
condition. If adequately capitalized, regulatory approval is required to accept brokered deposits. If undercapitalized, capital
distributions are limited, as is asset growth and expansion, and capital restoration plans are required. At year-end 2009 and
2008, the most recent regulatory notifications categorized 1% United as well capitalized under the regulatory notifications
framework for prompt corrective action. There are no conditions or events since that notification that management believes
have changed the institution’s category.
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NOTE 16 - CAPITAL REQUIREMENTS AND RESTRICTIONS ON RETAINED EARNINGS (continued)

The Company’s and 1% United’s actual and required capital amounts and ratios at year end are presented.

Minimum Capital Minimum for
Actual Adequacy Well Capitalized
Amount % Amount Y% Amount %
As of December 31, 2009
Total Capital to risk-weighted assets
Consolidated $ 134,518 2576% $§ 41,777 8.00% $ 52,221 10.00%
Ist United......coocevennniiienennennerecnenncrennenene 87,486 16.91% 41,400 8.00% 51,750 10.00%
Tier I capital to risk-weighted assets
Consolidated ........cceeievrieerereiverierneernnnns 122,907 23.54% 20,888 4.00% 31,333 6.00%
Ist United......oovvvivueuiieinerienenirrcesessccecnns 75,939 14.67% 20,700 4.00% 31,050 6.00%
Tier I capital to total average assets
Consolidated ........coceverevecenenrinrerencncnnnenene 122,907 17.33% 28,367 4.00% 35,459 5.00%
Ist United.......coooemeremrirremerererecrienererenennes 75,939 10.70% 28,383 4.00% 35,479 5.00%
As of December 31, 2008
Total Capital to risk-weighted assets
Consolidated $ 56,554 11.69% § 38,690 8.00% $ 48,363 10.00%
Ist United.....cccoeerrremerenrirenennenns 49,626 10.26% 38,687 8.00% 48,359 10.00%
Tier I capital to risk-weighted assets
Consolidated .........ccccoeveenevererinreenererennnns 45,755 9.46% 19,345 4.00% 29,018 6.00%
ISt UNited....ccoeoerercerrrereireeeierenineneeseanenes 37,827 8.03% 19,368 4.00% 29,015 6.00%
Tier I capital to total average assets
Consolidated .......c.coceeirereneerierereeenreenen 45,755 8.15% 22,469 4.00% 28,086 5.00%
ISt United.....cccvveuerienereereereenirieneeeereneneenanens 38,827 6.91% 22,468 4.00% 28,085 5.00%

Dividend Restrictions—The Company’s principal source of funds for dividend payments is dividends received from 1%
United. Banking regulations limit the amount of dividends that may be paid without prior approval of regulatory agencies.
Under these regulations, the amount of dividends that may be paid in any calendar year is limited to the current year’s net
profits, combined with the retained net profits of the preceding two years, subject to the capital requirements described above.

At year end 2009, 1st United could, without prior approval, declare dividends of approximately $3,873 plus any 2010 net
profits retained to the date of the dividend declaration.

NOTE 17 - LOAN COMMITMENTS AND OTHER RELATED ACTIVITIES

Some financial instruments, such as loan commitments, credit lines, letters of credit, and overdraft protection, are issued to
meet customer financing needs. These are agreements to provide credit or to support the credit of others, as long as
conditions established in the contract are met, and usually have expiration dates. Commitments to make loans are generally
made for periods of 60 days or less and may expire without being used. Off-balance-sheet risk to credit loss exists up to the
face amount of these instruments, although material losses are not anticipated. The same credit policies are used to make such
commitments as are used for loans, including obtaining collateral at exercise of the commitment.

The contractual amount of financial instruments with off-balance-sheet risk was as follows at year end.

2009 2008
Fixed Variable Fixed Variable
Rate Rate Rate Rate
Commitments t0 Make 10ansS ..........cocvveveveveeieeieieenesie e, $§ 4120 $ 11485 § 950 $ 25,656
Unused 1ines of Credit........ooovvvivveeereeeeieeineeeeeireeerereveeeeenes 11,389 44 437 823 50,905
Stand-by letters of credit ...........ooeeieieivieeiveeecce e 4,995 — 3,612 195

Commitments to make loans are generally made for periods of 60 days or less. The fixed rate loan commitments have interest
rates ranging from 2.40% to 18% and maturities ranging from one month to 13 years.
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NOTE 18 - FAIR VALUES

Carrying amount and estimated fair values of financial instruments were as follows at year end.

2009 2008
Carrying Fair Carrying Fair
Amount Value Amount  Value
Financial assets
Cash and cash eqUIVAIENLS ..........coevveieiireenieeetee et $ 135241 $135241 $ 19,102 $§ 19,102
Time deposits in other financial inStitUtions...........cecevevirievirininiinninnenn, 75 75 75 75
Securities available fOr SAlE......ccuvvivvuriieiiirieeceereee et 88,843 88,843 35,075 35,075
Loans, net, including loans held for sale .........cccecocinninviniinniiiinnnnn, 667,694 659,360 481,648 474,057
Nonmarketable eqUIty SECUTTEIES .....eeeveierireerrererrerrerecreeceerereneeeeeeeniens 10,233 N/A 6,001 N/A
Accrued interest reCeivable .........coecvviiiiiiciniiinii e 1,919 1,919 1,840 1,840
Financial liabilities
DIPOSIES.c.crveerrrerirereeriniet ettt ettt b (802,808) (804,377) (436,269) (438,405)
Federal funds purchased and repurchase agreements...........cccccocevnervennn. (22,343) (22,343) (18,129) (18,129)
Federal Home Loan Bank advances ........c.c.cocovceeeeireenrenenienennneneeneenns (5,000) (5,080) (56,013) (56,568)
Other DOTTOWINES......cveoviuierieriieiirteterieereeresieresaenseseeseneesessesbeseeseenesnessesens (5,091) (5,055) (5,250) (5,249)
Accrued interest PAyabIe .......c..eeieeiienieenirierr et (2,021) (2,021) (544) (544)

The methods and assumptions used to estimate fair value are described as follows.

Carrying amount is the estimated fair value for cash and cash equivalents, time deposits in other financial institutions,
accrued interest receivable and payable, demand deposits, federal funds purchased and repurchase agreements, and deposits
that reprice frequently and fully. Fair value of loans is based on discounted future cash flows using the current rates at which
similar loans would be made to borrowers with similar credit ratings and for the same remaining maturities, adjusted for the
allowance for loan losses. For deposits with infrequent repricing or repricing limits, fair value is based on discounted cash
flows using current market rates applied to the estimated life. Fair value of debt is based on current rates for similar
financing. It was not practicable to determine the fair value of nonmarketable equity securities due to restrictions placed on
their transferability. The fair value of off-balance-sheet items is not considered material (or is based on the current fees or
cost that would be charged to enter into or terminate such arrangements).

Fair Value Option and Fair Value Measurements

ASC 820-10-65 establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. The standard describes three levels of inputs that may be
used to measure fair value:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the
ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated
by observable market data.

Level 3: Significant unobservable inputs that reflect a reporting entity’s own assumptions about the assumptions
that market participants would use in pricing and asset or liability.

The fair values of securities available for sale are determined by obtaining quoted prices on nationally recognized securities
exchanges (Level 1 inputs) or matrix pricing, which is a mathematical technique widely used in the industry to value debt
securities without relying exclusively on quoted prices for the specific securities but rather by relying on the securities’
relationship to other benchmark quoted securities (Level 2 inputs).
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NOTE 18 - FAIR VALUES (continued)

The fair value of impaired loans with specific allocations of the allowance for loan losses is generally based on recent real
estate appraisals. These appraisals may utilize a single valuation approach or a combination of approaches including
comparable sales and the income approach. Adjustments are routinely made in the appraisal process by the appraisers to
adjust for differences between the comparable sales and income data available. Such adjustments are typically significant and
result in a Level 3 classification of the inputs for determining fair value.

Assets and liabilities measured at fair value on a recurring basis are summarized below.

Fair value measurements at December 31, 2009 using

Significant
Quoted prices other Significant
in active markets observable unobservable
December 31, for identical assets inputs inputs
2009 (Level 1) (Level 2) (Level 3)
Assets:
Auvailable for sale securities .................. $ 88,843 § — 3 88,843 § —

Assets and liabilities measured at fair value on a non-recurring basis are summarized below.

Fair value measurements at December 31, 2009 using

Significant
Quoted prices in other Significant
active markets observable unobservable
December 31, for identical assets Inputs inputs
2008 (Level 1) (Level 2) (Level 3)
Assets:
Impaired 10ans...........c.ccoeevvereeeererrrirenne. $ 8,489 $ — $ — 3 8,489

Impaired loans, which are measured for impairment using the fair value of the collateral for collateral dependent loans, had a
carrying amount of $11,100, with a valuation allowance of $2,611 resulting in an additional provision for loan losses of
$3,938 for the period.

Fair value measurements at December 31, 2008 using

Significant
Quoted prices other Significant
in active markets observable unobservable
December 31, for identical assets inputs inputs
2008 (Level 1) (Level 2) (Level 3)
Assets:
Available for sale securities .................. $ 35,075 % — $ 35,075 $ —

Assets and liabilities measured at fair value on a non-recurring basis are summarized below.

Fair value measurements at December 31, 2008 using

Significant
Quoted prices in other Significant
active markets observable unobservable
December 31, for identical assets Inputs inputs
2008 (Level 1) (Level 2) (Level 3)
Assets:
Impaired 10anS........cccceeevreererinrirererennens $ 5591 % — § — $ 5,591

Impaired loans, which are measured for impairment using the fair value of the collateral for collateral dependent loans, had a
carrying amount of $7,113, with a valuation allowance of $1,522 resulting in an additional provision for loan losses of $1,044
for the period.
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NOTE 19 —- EARNINGS (LOSS) PER SHARE

The factors used in the earnings per share computation follow:

2009 2008 2007
Basic
Net INCOME (I0SS) ..vveurrieirecririereieieeeeeeettebesesreieesene st eses $ 4,720 $ (1,359) § 3,393
Preferred stock dividends earned........c..ccoocoiiiiiiiiiiinnnnniie, (774) (368) —
Amount available to common shareholders...........ccccooniiininn. 3946 8§ (1,727) $ 3,393
Weighted average common shares outstanding.............coeeenivieinnnen, 13,234,286 6,893,055 4,708,481
Basic earnings per COMMON Share .........cccovvevivieviinininiiieeien e $ 030 § 025 $ 0.72
Diluted
Net INCOME (10SS) veveuvemrriereririerinieieiniietcie e 4,720 $ (1,359) $ 3,393
Preferred shareholder dividends earned .........ccocveevenieieniincnenininenns (774) (368) —
Amount available to common shareholders..........ccoooevevecvevvinierieenne $ 3946 $ 1,727) $ 3,393
Weighted average common shares outstanding for basic earnings
PET COMMON SHATE ...vveevviieeeierrei it 13,234,286 6,893,055 4,708,481
Add: Dilutive effects of assumed exercise of stock options and
vesting of restricted StOCK ......cvvivvevieieiriniciniiincc e — — 53,119
Average shares and dilutive potential common shares............ccoceee.... 13,234,286 6,893,055 4,745,743
Diluted earnings per COMMON SHATE ........c.oeurereverireereerineenrieerererinnens $ 030 $ 025 $ 0.71

Stock options for 2,799,533, 1,051,723, and 194,500 shares of common stock and unvested restricted stock of 68,571 shares
were not considered in computing diluted earnings per share for 2009, 2008, and 2007, respectively, because they were
antidilutive.

NOTE 20 - OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income (loss) components and related taxes were as follows:

Year ended December 31,

2009 2008 2007
Unrealized holding gains and losses on available-for-sale securities .............. $ (685) $ 810 $ 737
Less reclassification adjustments for (gains) losses later recognized in
TTICOINIC «.eeeeeieeee et e eeareeeeeteeeeeensseaesessaaaanneeee e ssaeeeesnsaenerenanesssrasessnnnnssernranes (476) il —
Net unrealized gains and L0SSES ......c.co.eevecriieeiiiiiniiieieeeeei e (1,161) 821 737
TAX EFTCT . cuviviiriercee ettt ettt en et 437 (309) (155)
Other comprehensive inCome (l0SS).......cciieuriruruerereiiierrisrenireeees s $ (724) § 512 $ 582
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1* United Bancorp, Inc.
Notes to Consolidated Financial Statements
Years Ended December 31, 2009, 2008 and 2007
(Dollars in thousands except per share data)

NOTE 21 - PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMATION
Condensed financial information of Bancorp follows:

CONDENSED BALANCE SHEETS

December 31
2008 2008

ASSETS
Cash and cash €QUIVALENTS .........c.ocuiviiiiiiieeeeeececeee et seee e et ee e et e e e e eeeeerenens 3 40,677 7,104
INVeStMENt i SUDSIAIATIES . ....ccveivierreritieeececeee ettt e s et et e et et eae e n e e esaeens 131,340 91,775
ORI ASSES ...cveeretiirieirirtet ettt ettt ettt e s et ee et ettt as e se et ene s osesensaeenaes 285 248

$ 172,302 99,127
LIABILITIES AND EQUITY
BOITOWIIIES ...veteniiiiieic ettt ettt a s s s s sens et te et et ene st onsas s e erenenene $ — 250
Other LIaDIIIIES .....coveverereririeeieeiietet ettt ettt e et esasene 8 7
Shareholders” QUILY .......vevurvereriririririereteter ettt ettt et eeseseseene 172,294 98,870

$ 172,302 99,127

CONDENSED STATEMENTS OF INCOME
Years ended December 31
2009 2008 2007

INtEIESt IMCOMIC...cueuitieieeireeeieiete ettt er et en e ses s $ 192§ 71 —
Dividends from subSidiary.......ccccovveeeeieioieieeeceeeeece e — — —
Other INCOME ...c.eveuieiiiiieiietert ettt ettt b enene e enes — — —
Equity in undistributed subsidiary income (1088).........ccocooveveieivierecnennn. 4,827 (1,259) 3,346
INTETESE EXPEIISE ...evvvenrereiereriieiterieeterieete e re e et esteae bt eveete e e eeereeneeseenes (12) (14) —
OthEr EXPENSE ......eeveiereieireriete ettt et e es e enessesenas (352) (219) (106)
Income (loss) before iNCOME taX......cccerrrrrrereirieeieeee e 4,655 (1,421) 3,240
Income tax expense (benefit)........coceeveriviiveeicieeeeceeeeeeeeeee e (65) (62) (153)
Net INcome (I0SS) ......cooiiiiiiiiiiice et $ 4720 $ (1,359) 3,393
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1** United Bancorp, Inc.
Notes to Consolidated Financial Statements
Years Ended December 31, 2009, 2008 and 2007
(Dollars in thousands except per share data)

NOTE 21 - PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMATION (Continued)

CONDENSED STATEMENTS OF CASH FLOWS
Years ended December 31

2009 2008 2007
Cash flows from operating activities
NEt INCOME (10SS) vvvuvrierrerieereeieieeiteresasesesteeerereeseresasssarasesesesesesesesesseseressencs $ 4720 $ (1,359) §$§ 3,393
Adjustments:
Equity in undistributed subsidiary income............c.cccoeviniiiniiiniiiiiinieenns 4,827) 1,259 (3,346)
Stock based compensation EXPENSE .........ouvvririeiviinienieiniinreeesereeeesasiesens 543 341 —
Net Change in other assets and liabilities .........cccocceveereieviininiiinininienienen (287) (50) (157)
Net cash from operating activities ........ccocveveererereerereernienieneininreencnees 149 191 (110)
Cash flows from investing activities
Investments in SUDSIAIATY ....ceveereirurereereercirceenieeeteteeecnesnt sttt (35,191) (21,545) —
Cash flows from financing activities
Proceeds from DOITOWINGS. ....c.cvvvierieirereeriiecntetcteie sttt esaesasenssanns (250) 250 —
DivIdends Paid........ccceiievieriinenenieieereer ettt (774) (206) —
Proceeds from exercise of StOCK OPLIONS ......cceeeeverriieiiieieenienreerr e — — 51
Repurchase and retirement of common StOCK........ccccvericiviiiniiiiiiiinnn — — 474)
Repurchase and retirement of preferred Stock ......c..coeeevevcriciiniininiininen, (15,095) — —
Issuance of preferred StOCK.......ooeviveireirireccceerce 9,809 6,529 —
ISSUANCE O COMMON STOCK ....vvivviiirreeeneeecreeeereeveeeeeecrvecereeessrrevereeannesasaessseeeses 74,925 10,140 —
Net cash from financing aCtiVItIEs .........ceecveeereeierierierteserenee s sneneens 68,615 16,713 (423)
Net change in cash and cash equivalents ........c..cccocevvinininiiiiiniincns 33,573 (4,641) (533)
Beginning cash and cash equivalents..........c..coccoeercrciioininnenieniniecnnceeecieens 7,104 11,745 12,278
Ending cash and cash €qUiVALENTS.......ccvoveerireremceeeireeteieesreresecrecnees et $ 40677 $ 7,104 $ 11,745
Item 8. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.
Item 8A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. As of December 31, 2009, the end of the period covered by this Annual
Report on Form 10-K, our management, including our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures (as defined in Rule 13(a) - 15(e) under the Securities Exchange Act of
1934). Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer each concluded that as of
December 31, 2009, the end of the period covered by this Annual Report on Form 10-K, we maintained effective disclosure
controls and procedures.

Management’s Report on Internal Control Over Financial Reporting. Our management is responsible for establishing and
maintaining effective internal control over financial reporting. Internal control over financial reporting is a process designed
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with U.S. generally accepted accounting principles.

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial
Officer, we conducted an evaluation of the effectiveness of internal control over financial reporting based on the framework
in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on this evaluation under the framework in Internal Control - Integrated Framework, our management has
concluded we maintained effective internal control over financial reporting, as such term is defined in Securities Exchange
Act of 1934 Rule 13a-15(f), as of December 31, 2009.
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Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives
because of its inherent limitations. Internal control over financial reporting is a process that involves human diligence and
compliance and is subject to lapses in judgment and breakdowns resulting from human failures. Internal control over
financial reporting can also be circumvented by collusion or improper management override. Because of such limitations,
there is a risk that material misstatements may not be prevented or detected on a timely basis by internal control over
financial reporting. However, these inherent limitations are known features of the financial reporting process. Therefore, it is
possible to design into the process safeguards to reduce, though not eliminate, this risk.

Management is also responsible for the preparation and fair presentation of the consolidated financial statements and other
financial information contained in this report. The accompanying consolidated financial statements were prepared in
conformity with U.S. generally accepted accounting principles and include, as necessary, best estimates and judgments by
management.

This annual report does not include an attestation report of the Company’s registered public accounting firm regarding
internal control over financial reporting. Management’s report was not subject to attestation by the Company’s registered
public accounting firm pursuant to temporary rules of the Securities and Exchange Commission that permit the Company to
provide only management’s report in this annual report.

Change in Internal Control. Our management, including the Chief Executive Officer and Chief Financial Officer, has
reviewed our internal control. There have been no significant changes in our internal control during our most recently
completed fiscal quarter, nor subsequent to the date of their evaluation, that could significantly affect our internal control
over financial reporting.

Item 8B. Other Information

A Special Meeting of Shareholders of 1¥ United Bancorp, Inc. was held on December 8, 2009. Proxies for the meeting were
solicited by management, and there was no solicitation in opposition to management’s solicitations. The following
summarizes the only matter voted upon at this meeting.

1. The shareholders approved an Amendment of the Restated Articles of Incorporation, as amended, to increase the
number of authorized shares of common stock from 30,000,000 to 60,000,000.
FOR AGAINST ABSTAIN NON-VOTE
18,334,527 1,746,955 241 0
PART III
Item 9. Directors, Executive Officers and Corporate Governance

The information required by Item 9 of Form 10-K with respect to identification of directors and officers is incorporated by
reference from the information contained in the sections captioned ‘“Proposal 1 - Election of Directors” “Executive Officers,”
and “Corporate Governance — Codes of Conduct and Ethics” in our Proxy Statement for the Annual Meeting of Shareholders
to be held on May 25, 2010 (the “Proxy Statement”), a copy of which we intend to file with the SEC within 120 days after
the end of the year covered by this Annual Report on Form 10-K.

Section 16 Compliance

Information appearing under the captions “Section 16(a) Beneficial Ownership Reporting Compliance” in the Proxy
Statement is incorporated herein by reference.

Item 10. Executive Compensation

The information required by Item 10 of the Form 10-K is incorporated by reference from the information contained in the
sections captioned “Executive Compensation” and “Election of Directors, Directors’ Fees” in the Proxy Statement.

Item 11. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
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EQUITY COMPENSATION PLAN INFORMATION

Our shareholders approved the Officers’ and Employees’ Stock Option Plan at the 2003 Annual Meeting. Our sharcholders
approved the 2008 Incentive Plan at the 2008 Annual Meeting. The 2008 Incentive Plan replaces the Officers’ and
Employees’ Stock Option Plan. We no longer grant equity compensation pursuant to the Officers’ and Employees’ Stock
Option Plan. The following table provides certain information regarding our equity compensation plans as of December 31,

2009.
Number of
securities
remaining
available for
future issuance
under
Number of equity
securities to be Weighted-average = compensation
issued upon exercise exercise price of plans (excluding
of outstanding outstanding securities
options, warrants options, reflected in
and rights warrants and rights  column (a))
Plan Category (a) (b) (©)
Equity Compensation Plans Approved by Securities
HOLACTS ...ttt ettt enaes e eareeeens 253,212 $ 7.90 1,052,012
Equity Compensation Plans Not Approved by Securities
HOMAYS .....coonvvmneviraeniesreiseseessse s ssinas 2,546,321 $ 7.82 o
TOLAL....eieenieiecc et 2,799,533 $ 7.84 1,052,012
¢)) Messrs. Orlando, Schupp, and Marino are granted stock options from time to time pursuant to a written employment

agreement. Please see section captioned “Executive Compensation” in our Proxy Statement.

The other information required by Item 11 of Form 10-K is incorporated by reference from the information contained in the
sections captioned “Security Ownership of Certain Beneficial Owners and Management” in our Proxy Statement.

Item 12.

Certain Relationships and Related Transactions, and Director Independence

The information required by Item 12 of Form 10-K is incorporated by reference from the information contained in the
sections captioned “Transactions with Management and Related Persons” and “Proposal 1 Election of Directors —

Committees of the Board of Directors™ in the Proxy Statement.

Item 13. Principal Accountant Fees and Services

The information required by Item 13 of Form 10-K is incorporated by reference from the information in the section captioned

“Audit Fees and Related Matters” in the Proxy Statement.
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Explanatory Note

This Form 10-K/A amends the Annual Report on Form 10-K of 1% United Bancorp, Inc. for the year ended December 31,
2009 filed with the Securities and Exchange Commission on February 18, 2010 (the “Form 10-K”) for the sole purpose of
furnishing Exhibit 99.1, “Certification of principal executive officer pursuant to Section 111(b)(4) of the Emergency
Economic Stabilization Act of 2008 and Exhibit 99.2 “Certification of principal financial officer pursuant to Section
111(b)(4) of the Emergency Economic Stabilization Act of 2008.”

No other change has been made to the Form 10-K. This Form 10-K/A speaks as of the original filing date of the Form 10-K,
does not reflect events that may have occurred subsequent to the original filing date, and does not modify or update in any
way disclosures made in the Form 10-K.

PART IV

Item 14. Exhibits and Financial Statement Schedules

The following documents are filed as part of this report

1. Financial Statements
Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets at the end of Fiscal Years 2009 and 2008
Consolidated Statements of Income for Fiscal Years 2009, 2008, and 2007
Consolidated Statements of Changes in Shareholders’ Equity for Fiscal Years 2009, 2008, and 2007
Consolidated Statements of Cash Flows for Fiscal Years 2009, 2008, and 2007
Notes to Consolidated Financial Statements

2. Financial Statement Schedules

Other schedules and exhibits are omitted because the required information either is not applicable or is shown in
the financial statements or the notes thereto.

3. Exhibits Required to be Filed by Item 601 of Regulation S-K
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EXHIBIT
NO.

DESCRIPTION

2.1

22

23

24

25

2.6

3.1

32

33

3.4

3.5

3.6

3.7

3.8

Agreement and Plan of Merger, by and among Equitable Financial Group, Inc., Equitable Bank, and 1*
United Bancorp, Inc., dated as of October 1, 2007 — incorporated herein by reference to Exhibit 2.1 of the
Registrant’s Registration Statement on Form S-4 (filed 11/19/09) No. 333-147505)

Amendment No. 1 to the Agreement and Plan of Merger, by and among Equitable Financial Group, Inc.,
Equitable Bank, and 1* United Bancorp, Inc., dated as of December 19, 2007 — incorporated herein by
reference to Exhibit 2.1 of the Registrant’s Amendment No. 1 to Registration Statement on Form S-4
(filed 12/28/08) (No. 333-147505)

Purchase and Assumption Agreement by and among Citrus Bank, National Association, CIB Marine
Bancshares, Inc. and 1st United Bank, dated April 3, 2008 - incorporated herein by reference to Exhibit 2.1
of the Registrant’s Quarterly Report on Form 10-Q (filed 5/14/08) (No. 000-1415277)

Amendment to Purchase and Assumption Agreement by and among Citrus Bank, National Association, cm
Marine Bancshares, Inc., 1st United Bank, and 1st United Bancorp, Inc., dated May 13,2008 - incorporated
herein by reference to Exhibit 2.2 of the Registrant’s Quarterly Report on Form 10-Q (filed 5/14/08)

(No. 000-1415277)

Purchase and Assumption Agreement — Whole Bank; All Deposits, among the Federal Deposit Insurance
Corporation, receiver of Republic Federal Bank N.A., Miami, Florida, the Federal Deposit Insurance
Corporation, and 1* United Bank, dated as of December 11, 2009 — incorporated herein by reference to
Exhibit 2.1 of the Registrant’s Current Report on Form 8-K (filed 12/17/09) (No. 000-1415277)

Amendment to Purchase and Assumption Agreement, among the Federal Deposit Insurance Corporation,
receiver of Republic Federal Bank N.A., Miami, Florida, the Federal Deposit Insurance Corporation, and I
United Bank, effective as of December 11, 2009 — incorporated herein by reference to Exhibit 2.2 of the
Registrant’s Current Report on Form 8-K (filed 12/17/09) (No. 000-1415277)

Amended and Restated Articles of Incorporation of the Registrant - incorporated herein by reference to
Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q (filed 7/22/08) (No. 000-1415277)

Certificate of Designation for Series A Non-Cumulative Perpetual Preferred Stock of 1st United Bancorp,
Inc. filed on April 25, 2008 with the Secretary of State of the State of Florida designating preferences,
limitations, voting powers, and relative rights - incorporated herein by reference to Exhibit 3.1 of the
Registrant’s Current Report on Form 8-K (filed 5/14/08) (No. 000-1415277)

Certificate of Designation for Series B Non-Cumulative Perpetual Preferred Stock of 1% United Bancorp,
Inc. filed on February 25, 2009 with the Secretary of State of the State of Florida designating preferences,
limitations, voting powers, and relative rights — incorporated herein by reference to Exhibit 3.3 of the
Registrant’s Form 10-K (filed 3/13/09) (No. 000-1415277)

Certificate of Designation for Series C Cumulative Perpetual Preferred Stock of 1% United Bancorp, Inc.
filed on March 3, 2009 with the Secretary of the State of the Florida designating preferences, limitations,
voting powers, and relative rights — incorporated herein by reference to Exhibit 3.4 of the Registrant’s
Form 10-K (filed 3/13/09) (No. 000-1415277)

Certificate of Designation for Series D Cumulative Perpetual Preferred Stock of 1* United Bancorp, Inc.
filed March 3, 2009 with the Secretary of State of the State of Florida designating preferences, limitations,
voting powers and relative rights — incorporated herein by reference to Exhibit 3.5 of the Registrant’s Form
10-K (filed 3/13/09) (No. 000-1415277)

Amendment to the 1* United Bancorp, Inc. Amended and Restated Articles of Incorporation — incorporated
herein by reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K (filed 5/28/09)
(No. 000-1415277)

Amendment to the 1% United Bancorp, Inc. Amended and Restated Articles of Incorporation— incorporated
herein by reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K (filed 12/9/09)
(No. 000-1415277)

Bylaws of the Registrant — incorporated herein by reference to Exhibit 3.2 of the Registrant’s Current Report
on Form 8-K (filed 12/9/09) (No. 000-1415277)
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EXHIBIT
NO.

DESCRIPTION

4.1

42

43

4.4

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

See Exhibits 3.1 through 3.8 for provisions of the Articles of Incorporation and Bylaws of the Registrant
defining rights of the holders of common stock of the Registrant

Subordinated Capital Note, effective July 7, 2008, by 1st United Bank in favor of Silverton Bank, N.A. in
the amount of $5,000,000 - incorporated herein by reference to Exhibit 4.1 of the Registrant’s Current
Report on Form 8-K (filed 7/10/08) (No. 000-1415277)

Form of Certificate for the Series C Fixed Rate Cumulative Perpetual Preferred Stock of 1* United Bancorp,
Inc. — incorporated herein by reference to Exhibit 4.3 of the Registrant’s Form 10-K (filed 3/13/09)
(No. 000-1415277)

Form of Certificate for the Series D Fixed Rate Cumulative Perpetual Preferred Stock of 1st United Bancorp,
Inc. — incorporated herein by reference to Exhibit 4.4 of the Registrant’s Form 10-K (filed 3/13/09)
(No. 000-1415277)

Officers” and Employees’ Stock Option Plan - incorporated herein by reference to Exhibit 10.1 of the
Registrant’s Registration Statement on Form S-4 (filed 11/19/07) (No. 333-147505)

Amended and Restated Employment Agreement with John Marino, dated as of December 18, 2008 —
incorporated herein by reference to Exhibit 10.2 of the Registrant’s Form 10-K (filed 3/13/09)
(No. 000-1415277)

Amended and Restated Employment Agreement with Warren S. Orlando, dated as of December 18, 2008 —
incorporated herein by reference to Exhibit 10.3 of the Registrant’s Form 10-K (filed 3/13/09)
(No. 000-1415277)

Amended and Restated Employment Agreement with Rudy E. Schupp, dated as of December 18, 2008 —
incorporated herein by reference to Exhibit 10.4 of the Registrant’s Form 10-K (filed 3/13/09)
(No. 000-1415277)

Amended and Restated Supplemental Executive Retirement Plan Agreement for John Marino, dated as of
December 18, 2008 — incorporated herein by reference to Exhibit 10.5 of the Registrant’s Form S-1 (filed
8/26/09) (No. 333-161563)

Amended and Restated Supplemental Executive Retirement Plan Agreement for Warren S. Orlando, dated as
of December 18, 2008 — incorporated herein by reference to Exhibit 10.6 of the Registrant’s Form 10-K
(filed 3/13/09) (No. 000-1415277)

Amended and Restated Supplemental Executive Retirement Plan Agreement for Rudy E. Schupp, dated as
of December 18, 2008 — incorporated herein by reference to Exhibit 10.6 of the Registrant’s Form 10-K
(filed 3/13/09) (No. 000-1415277)

2008 Incentive Plan - incorporated herein by reference to Exhibit 10.1 of the Registrant’s Current Report on
Form 8-K (filed 5/30/08) (No. 000-1415277)

Subordinated Capital Note Purchase Agreement between 1st United Bank and Silverton Bank, N.A.,
effective July 7, 2008 - incorporated herein by reference to Exhibit 10.1 of the Registrant’s Current Report
on Form 8-K (filed 7/10/08) (No. 000-1415277)

Loan and Stock Pledge Agreement between 1st United Bancorp, Inc. and Silverton Bank, N. A., effective
July 7, 2008 - incorporated herein by reference to Exhibit 10.2 of the Registrant’s Current Report on
Form 8-K (filed 7/10/08) (No. 000-1415277)

Promissory Note with Revolving Feature, effective July 7, 2008, by 1st United Bancorp, Inc. in favor of
Silverton Bank, N.A. in the amount of $5,000,000 - incorporated herein by reference to Exhibit 10.3 of the
Registrant’s Current Report on Form 8-K (filed 7/10/08) (No. 000-1415277)

Letter Agreement, dated March 13, 2009, between 1* United Bancorp, Inc. and the United States
Department of Treasury, which includes the Securities Purchase Agreement-Standard Terms attached thereto
— incorporated herein by reference to Exhibit 10.13 of the Registrant’s Form 10-K (filed 3/13/09)

(No. 000-1415277)
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EXHIBIT
NO. DESCRIPTION

10.13 Employment Agreement by and between the Registrant and Wade A. Jacobson, effective as of December 22,
2009 — incorporated herein by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K
(filed 12/23/09) (No. 000-1415277)

11.1 Statement re Computation of Per Share Earnings*

14.1 Code of Ethicst

21.1 Subsidiaries of the Registrant — incorporated herein by reference to Exhibit 21.1 of the Registrant’s
Form 10-K (filed 3/13/09) (No. 000-1415277)

23.1 Consent of Crowe Horwath LLP, independent registered public accounting firmt

31.1 Certification of CEO pursuant to Securities and Exchange Act Section 302 of the Sarbanes-Oxley Act of
2002.%*

31.2 Certification of CFO pursuant to Securities and Exchange Act Section 302 of the Sarbanes-Oxley Act of
2002.**

32.1 Certification of CEO and CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of

the Sarbanes-Oxley Act of 2002.F

99.1 Certification of principal executive officer pursuant to Section 111(b)(4) of the Emergency Economic
Stabilization Act of 2008.%**

99.2 Certification of principal financial officer pursuant to Section 111(b)(4) of the Emergency Economic
Stabilization Act of 2008.***

* Information required to be presented in Exhibit 11 is provided in Note 19 to the consolidated financial
statements under Part II, Item 8 of this Form 10-K in accordance with the provisions of U.S. generally
accepted accounting principles.

*ok Filed electronically herewith.
Ak Furnished electronically herewith.
T Previously filed.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the Registrant has duly caused this
report to be signed on March 12, 2010, on its behalf by the undersigned thereunto duly authorized.

15T UNITED BANCORP, INC.
(Registrant)

By: /s/ John Marino
JOHN MARINO
PRESIDENT AND CHIEF FINANCIAL OFFICER
(Duly authorized officer)
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1ST UNITED BANCORP, INC.

CODE OF ETHICS FOR THE CHIEF EXECUTIVE OFFICER
AND SENIOR FINANCIAL OFFICERS

Preamble

1st United Bancorp, Inc. (the “Company”) is committed to maintaining a business atmosphere where only the highest ethical
standards and integrity prevail. An unwavering adherence to high ethical standards provides a strong foundation on which
the Company’s business and reputation can thrive, and is integral to creating and sustaining a successful, high-caliber
company. The Company has a Code of Conduct applicable to all directors and associates of the Company. The Chief
Executive Officer and all senior financial officers — including the Chief Financial Officer, principal accounting officer and
controller (collectively, the “Senior Financial Officers”) — are bound by the Code of Conduct. In accordance with Section
406 of the Sarbanes-Oxley Act of 2002 and in recognition of their critical role in proper corporate governance, the Chief
Executive Officer and Senior Financial Officers shall be subject to the following conditions and requirements, in addition to
the Company’s Code of Conduct.

Financial Reporting; Communications with the Public

The Company sets high expectations for achieving its operating and financial goals. These results must be achieved without
compromising its high ethical standards for accounting and financial reporting methods. Accounting and financial reporting
practices must be fair and proper, in accordance with generally accepted accounting principles (GAAP), and must involve
management's best judgments where necessary.

As detailed under “Integrity of Accounting and Financial Information” in the Code of Conduct, the Company expressly prohibits
practices that might lead to fraudulent financial reporting. While difficult to give an all-inclusive definition of fraudulent
financial reporting, generally it is any intentional or reckless conduct, whether by act or omission, that results in materially
misleading financial statements. The Company expects clear, open, transparent and frequent communication on all significant
financial and operating matters to help reduce the risk of problems in the accounting and financial reporting areas as well as to
help achieve operating goals.

Accordingly, it is the responsibility of the Chief Executive Officer and each Senior Financial Officer to promptly bring to the
attention of the Disclosure Committee any material information of which he or she becomes aware that affects or may affect
the disclosures made by the Company in its public filings, and to otherwise assist the Disclosure Committee in fulfilling its
responsibilities as specified in its charter.

The disclosures the Company makes in reports and documents the Company files with, or submits to, the Securities and
Exchange Commission and Nasdaq (or other self-regulatory exchange or market), as well as in other public communications
made by the Company, must be full, fair, accurate, timely and, most importantly, understandable to the public.

The Chief Executive Officer of the Company is responsible for authorizing the release of information to the public.
Internal Controls Deficiencies; Financial Fraud

The Chief Executive Officer and each Senior Financial Officer must promptly bring to the attention of the Disclosure
Committee and the Audit Committee any information he or she may have concerning (a) significant deficiencies in the design
or operation of the Company’s internal controls that could adversely affect the Company’s ability to record, process,
summarize and report financial data, or (b) any fraud, whether or not material, that involves management or other employees
who have a significant role in the Company’s financial reporting, disclosures or internal controls.



Violations of this Code of Ethics; Conflicts of Interest

The Company expects its Chief Executive Officer and Senior Financial Officers to perform their duties using their best
impartial judgment in all matters affecting the Company. The Chief Executive Officer and Senior Financial Officers may not
exploit their position or association with the Company for personal gain, other than for authorized compensation and benefits,
and should avoid even the appearance of such a conflict. Many possible conflicts of interest are specified under
“Responsibility of Associates to Avoid Possible Conflicts of Interest” in the Code of Conduct. However, there are other
situations in which a conflict of interest may arise. The Chief Executive Officer and each Senior Financial Officer must
promptly bring to the attention of the Company’s Counsel or the Chief Executive Officer and to the Audit Committee any
information he or she may have concerning any violation of this Code of Ethics or the Company’s Code of Conduct,
including any actual or apparent conflicts of interest between personal and professional relationships, involving any
management or other employees who have a significant role in the Company’s financial reporting, disclosures or internal
controls.

Legal Obligations

Adherence to legal and regulatory matters must govern the business decisions and actions of the Chief Executive Officer and
the Senior Financial Officers. The Chief Executive Officer and each Senior Financial Officer should make every effort to
ensure that they and the Company are in compliance with all laws, rules and regulations applicable to their area of
employment. The Chief Executive Officer and each Senior Financial Officer must promptly bring to the attention of the
Company’s Counsel or the Chief Executive Officer and to the Audit Committee any information he or she may have
concerning evidence of a material violation of the federal securities laws or other laws, rules or regulations applicable to the
Company and the operation of its business, whether such violation is by the Company or any agent of the Company.

Waivers; Filing Form 8-K

There shall be no waiver of any part of this Code of Ethics except by a vote of the Board of Directors or a committee
designated by the Board. Prior to such a vote, the Board or Committee must ascertain whether a waiver is appropriate and
ensure that any waiver is accompanied by appropriate controls designed to protect the Company.

The Company must disclose on Form 8-K any waivers of or changes to this Code of Ethics within five business days (or any
other time period specified by the Securities and Exchange Commission). In addition, in the event that the Board or
Committee grants any waiver, the waiver must be posted on the Company’s website, to allow the Company's shareholders to
evaluate the merits of the particular waiver.

Enforcement and Accountability

The Board of Directors shall determine — or shall designate the appropriate persons to determine — appropriate actions to be
taken in the event of violations of the Code of Conduct or of this Code of Ethics by the Chief Executive Officer and the
Senior Financial Officers. Any such action shall be reasonably designed to deter wrongdoing and to promote accountability
for adherence to the Code of Conduct and to this Code of Ethics, and may include:

(a) written notices to the individual involved that the Board has determined that there has been a violation;

(b) censure by the Board;

() demotion or re-assignment of the individual involved;
() suspension with or without pay or benefits (as determined by the Board); or
(e termination of the individual’s employment.

In determining what action is appropriate in a particular case, the Board of Directors or its designee shall take into account all
relevant information, including the nature and severity of the violation, whether the violation was a single occurrence or one
of repeated occurrences, whether the violation appears to have been intentional or inadvertent, whether the individual in
question had been advised prior to the violation as to the proper course of action and whether or not the individual in question
had committed other violations in the past.

Each year, the Chief Executive Officer and each Senior Financial Officer must certify his or her compliance with this Code of
Ethics.



1 have read and understand my obligations under the Code of Ethics for the Chief Executive Officer and Senior Financial
Officers and certify that, as of the date hereof, I am in compliance with the terms of the Code.

I further understand that my agreement to comply with this Code of Ethics does not constitute a contract of
employment.

Signature

Print Name

Title

Date



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement Nos. 333-162714 and 333-150790 on Form S-8 of

our report dated February 18, 2010 appearing in this Annual Report on Form 10-K of 1st United Bancorp, Inc. for the year
ended December 31, 2009.

/s/ Crowe Horwath LLP

Crowe Horwath LLP

Fort Lauderdale, Florida
February 18, 2010



EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Rudy E. Schupp, certify that:
1. I have reviewed this Amendment No. 1 to the Annual Report on Form 10-K of 1* United Bancorp, Inc.; and
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a

material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report.

Date: March 12,2010 /s/ Rudy E. Schupp

Rudy E. Schupp
Chief Executive Officer (Principal Executive Officer)



EXHIBIT 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, John Marino, certify that:
1. Thave reviewed this Amendment No. 1 to the Annual Report on Form 10-K of 1st United Bancorp, Inc.; and
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a

material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report.

Date: March 12, 2010 /s/ John Marino

John Marino

President and Chief Financial Officer
(Principal Financial Officer)



EXHIBIT 32.1
CERTIFICATION UNDER SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned certifies that this periodic
report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that
information contained in this periodic report fairly presents, in all material respects, the financial condition and results of
operations of the issuer.

Dated: February 18, 2010 /s/ Rudy E. Schupp
Rudy E. Schupp
Chief Executive Officer

/s/ John Marino
John Marino
President and Chief Financial Officer




EXHIBIT 99.1

CERTIFICATION PURSUANT TO SECTION 111(b)(4) OF
THE EMERGENCY ECONOMIC STABILIZATION ACT OF 2008.

jilst United Bancorp, Inc.

February 24, 2010

TARP Chief Compliance Officer
Office of Financial Stability
Department of the Treasury
1500 Pennsylvania Avenue
Washington, D.C. 20220

Re: U.S. Treasury Capital Purchase Program CEQ Certification

Gentlemen:
Please find below the 2009 U.S. Treasury Capital Purchase Program-related CEO Certification for 1* United Bancorp:
CERTIFICATION
I, the Chief Executive Officer of 1* United Bancorp, Inc., certify as follows:

(i) The Compensation Committee of 1% United Bancorp, Inc. (“Bancorp”) has discussed, reviewed and
evaluated with senior risk officers at least every six months during the period beginning on the later of
September 14, 2009, or ninety days after the closing date of the agreement between Bancorp and the
Department of the Treasury and ending with the last day of Bancorp’s fiscal year containing that date (the
applicable period), the senior executive officer (SEO) compensation plans and the employee compensation
plans and the risks these plans pose to Bancorp.

(i) The Compensation Committee of Bancorp has identified and limited during the applicable period any
features of the SEO compensation plans that could lead SEOs to take unnecessary and excessive risks that
could threaten the value of Bancorp, and during that same applicable period has identified any features of the
employee compensation plans that pose risks to Bancorp and has limited those features to ensure that
Bancorp is not unnecessarily exposed to risks;

(iii) The Compensation Committee has reviewed, at least every six months during the applicable period, the
terms of each employee compensation plan and identified any features of the plan that could encourage the
manipulation of reported earnings of Bancorp to enhance the compensation of an employee, and has limited
any such features;

(iv) The Compensation Committee of Bancorp will certify to the reviews of the SEO compensation plans and
employee compensation plans required under (i) and (iii) above;

W) The Compensation Committee of Bancorp will provide a narrative description of how it limited during any
part of the most recently completed fiscal year that included a TARP period the features in

(A) SEO compensation plans that could lead SEOs to take unnecessary and excessive risks that could
threaten the value of Bancorp;



TARP Chief Compliance Officer

February 24, 2010
Page 2
B) Employee compensation plans that unnecessarily expose Bancorp to risks; and
© Employee compensation plans that could encourage the manipulation of reported earnings of
Bancorp to enhance the compensation of an employee;
(vi) Bancorp has required that bonus payments, as defined in the regulations and guidance established under

(vii)

(viii)

(i)

(69)

(xi)

(xii)

(xiii)

section 111 of EESA (bonus payments), of the SEOs and twenty next most highly compensated employees
be subject to a recovery or “clawback” provision during any part of the most recently completed fiscal year
that was a TARP period if the bonus payments were based on materially inaccurate performance metric
criteria;

Bancorp has prohibited any golden parachute payment, as defined in the regulations and guidance
established under section 111 of EESA, to an SEO or any of the next five most highly compensated
employees during the period beginning on the later of the closing date of the agreement between the TARP
recipient and Treasury of June 15, 2009 and ending with the last day of the TARP recipient’s fiscal year
containing that date;

Bancorp has limited bonus payments to its applicable employees in accordance with section 111 of EESA
and the regulations and guidance established thereunder during the period beginning on the later of the
closing date of the agreement between the TARP recipient and Treasury or June 15, 2009 and ending with
the last day of Bancorp’s fiscal year containing that date;

The Board of Directors of Bancorp has established an excessive or luxury expenditures policy, as defined in
the regulations and guidance established under section 111 of EESA, by the later of September 14, 2009, or
ninety days after the closing date of the agreement between Bancorp and Treasury; this policy has been
provided to Treasury and its primary regulatory agency; Bancorp and its employees have complied with this
policy during the applicable period; and any expenses that, pursuant to this policy, required approval of the
Board of Directors, a committee of the Board of Directors, an SEO, or an executive officer with a similarly
level of responsibility were properly approved;

Bancorp will permit a non-binding shareholder resolution in compliance with any applicable Federal
securities rules and regulations on the disclosures provided under the Federal securities laws related to SEO
compensation paid or accrued during the period beginning on the later of the closing date of the agreement
between Bancorp and Treasury or June 15, 2009 and ending with the last day of the TARP recipient’s fiscal
year containing that date;

Bancorp will disclose the amount, nature and justification for the offering during the period beginning on the
later of the closing date of the agreement between Bancorp and Treasury or June 15, 2009 and ending with
the last day of Bancorp’s fiscal year containing that date of any perquisites, as defined in the regulations and
guidance established under section 111 of EESA, whose total value exceeds $25,000 for any employee who
is subject to the bonus payment limitations identified in paragraph (viii);

Bancorp will disclose whether Bancorp, the Board of Directors of Bancorp, or the Compensation Committee
of Bancorp has engaged during the period beginning on the later of the closing date of the agreement
between Bancorp and Treasury or June 15, 2009 and ending with the last day of Bancorp’s fiscal year
containing that date, a compensation consultant; and the services the compensation consultant or any affiliate
of the compensation consultant provided during this period;

Bancorp has prohibited the payment of any gross-ups, as defined in the regulations and guidance established
under section 111 of EESA, to the SEOs and the next twenty most highly compensated employees during the
period beginning on the later of the closing date of the agreement between Bancorp and Treasury or June 15,
2009 and ending with the last day of Bancorp’s fiscal year containing that date;



TARP Chief Compliance Officer
February 24, 2010

Page 3

(xiv)

(xv)

(xvi)

Bancorp has substantially complied with all other requirements related to employee compensation that are
provided in the agreement between Bancorp and Treasury, including any amendments;

Bancorp has submitted to Treasury a complete and accurate list of the SEOs and the twenty next most highly
compensated employees for the current fiscal year and the most recently completed fiscal year, with the non-
SEOs ranked in decending order of level of annual compensation, and with the name, title and employer of
each SEO and most highly compensated employee identified; and

I understand that a knowing and willful false or fraudulent statement made in connection with this
certification may be and may be punished by fine, imprisonment, or both.

/s/ Rudy E. Schupp
Rudy E. Schupp

Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 99.2

CERTIFICATION PURSUANT TO SECTION 111(b)(4) OF
THE EMERGENCY ECONOMIC STABILIZATION ACT OF 2008.

flst United Bancorp, Inc.

February 24, 2010

TARP Chief Compliance Officer
Office of Financial Stability
Department of the Treasury

1500 Pennsylvania Avenue
Washington, D.C. 20220

Re: U.S. Treasury Capital Purchase Program CFO Certification

Gentlemen:
Please find below the 2009 U.S. Treasury Capital Purchase Program-related CEO Certification for 1¥ United Bancorp:
CERTIFICATION
I, the Chief Financial Officer of 1¥ United Bancorp, Inc., certify as follows:

€] The Compensation Committee of 1% United Bancorp, Inc. (“Bancorp”) has discussed, reviewed and
evaluated with senior risk officers at least every six months during the period beginning on the later of
September 14, 2009, or ninety days after the closing date of the agreement between Bancorp and the
Department of the Treasury and ending with the last day of Bancorp’s fiscal year containing that date (the
applicable period), the senior executive officer (SEO) compensation plans and the employee compensation
plans and the risks these plans pose to Bancorp.

(i) The Compensation Committee of Bancorp has identified and limited during the applicable period any
features of the SEO compensation plans that could lead SEOs to take unnecessary and excessive risks that
could threaten the value of Bancorp, and during that same applicable period has identified any features of the
employee compensation plans that pose risks to Bancorp and has limited those features to ensure that
Bancorp is not unnecessarily exposed to risks;

(iii) The Compensation Committee has reviewed, at least every six months during the applicable period, the
terms of each employee compensation plan and identified any features of the plan that could encourage the
manipulation of reported earnings of Bancorp to enhance the compensation of an employee, and has limited
any such features;

(iv) The Compensation Committee of Bancorp will certify to the reviews of the SEO compensation plans and
employee compensation plans required under (i) and (iii) above;

) The Compensation Committee of Bancorp will provide a narrative description of how it limited during any
part of the most recently completed fiscal year that included a TARP period the features in



TARP Chief Compliance Officer
February 24, 2010
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(vi)

(vii)

(viii)

(ix)

)

(x1)

(xii)

(A) SEO compensation plans that could lead SEOs to take unnecessary and excessive risks that could
threaten the value of Bancorp;

B) Employee compensation plans that unnecessarily expose Bancorp to risks; and

© Employee compensation plans that could encourage the manipulation of reported earnings of
Bancorp to enhance the compensation of an employee;

Bancorp has required that bonus payments, as defined in the regulations and guidance established under
section 111 of EESA (bonus payments), of the SEOs and twenty next most highly compensated employees
be subject to a recovery or “clawback” provision during any part of the most recently completed fiscal year
that was a TARP period if the bonus payments were based on materially inaccurate performance metric
criteria;

Bancorp has prohibited any golden parachute payment, as defined in the regulations and guidance
established under section 111 of EESA, to an SEO or any of the next five most highly compensated
employees during the period beginning on the later of the closing date of the agreement between the TARP
recipient and Treasury of June 15, 2009 and ending with the last day of the TARP recipient’s fiscal year
containing that date;

Bancorp has limited bonus payments to its applicable employees in accordance with section 111 of EESA
and the regulations and guidance established thereunder during the period beginning on the later of the
closing date of the agreement between the TARP recipient and Treasury or June 15, 2009 and ending with
the last day of Bancorp’s fiscal year containing that date;

The Board of Directors of Bancorp has established an excessive or luxury expenditures policy, as defined in
the regulations and guidance established under section 111 of EESA, by the later of September 14, 2009, or
ninety days after the closing date of the agreement between Bancorp and Treasury; this policy has been
provided to Treasury and its primary regulatory agency; Bancorp and its employees have complied with this
policy during the applicable period; and any expenses that, pursuant to this policy, required approval of the
Board of Directors, a committee of the Board of Directors, an SEO, or an executive officer with a similarly
level of responsibility were properly approved;

Bancorp will permit a non-binding shareholder resolution in compliance with any applicable Federal
securities rules and regulations on the disclosures provided under the Federal securities laws related to SEO
compensation paid or accrued during the period beginning on the later of the closing date of the agreement
between Bancorp and Treasury or June 15, 2009 and ending with the last day of the TARP recipient’s fiscal
year containing that date;

Bancorp will disclose the amount, nature and justification for the offering during the period beginning on the
later of the closing date of the agreement between Bancorp and Treasury or June 15, 2009 and ending with
the last day of Bancorp’s fiscal year containing that date of any perquisites, as defined in the regulations and
guidance established under section 111 of EESA, whose total value exceeds $25,000 for any employee who
is subject to the bonus payment limitations identified in paragraph (viii);

Bancorp will disclose whether Bancorp, the Board of Directors of Bancorp, or the Compensation Committee
of Bancorp has engaged during the period beginning on the later of the closing date of the agreement
between Bancorp and Treasury or June 15, 2009 and ending with the last day of Bancorp’s fiscal year
containing that date, a compensation consultant; and the services the compensation consultant or any affiliate
of the compensation consultant provided during this period;



TARP Chief Compliance Officer
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(xiii)

(xiv)

(xv)

(xvi)

Bancorp has prohibited the payment of any gross-ups, as defined in the regulations and guidance established
under section 111 of EESA, to the SEOs and the next twenty most highly compensated employees during the
period beginning on the later of the closing date of the agreement between Bancorp and Treasury or June 15,
2009 and ending with the last day of Bancorp’s fiscal year containing that date;

Bancorp has substantially complied with all other requirements related to employee compensation that are
provided in the agreement between Bancorp and Treasury, including any amendments;

Bancorp has submitted to Treasury a complete and accurate list of the SEOs and the twenty next most highly
compensated employees for the current fiscal year and the most recently completed fiscal year, with the non-
SEOs ranked in decending order of level of annual compensation, and with the name, title and employer of
each SEO and most highly compensated employee identified; and

I understand that a knowing and willful false or fraudulent statement made in connection with this
certification may be and may be punished by fine, imprisonment, or both.

/s/ John Marino
John Marino

President and Chief Financial Officer
(Principal Financial Officer)
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