LACE

Financial C'orp.

The table below highlights the 103 banking failures that have occurred in 2010. A write-up on
each bank noted below is provided on the following pages.
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Horizon Bank

Bellingham

WA

1.30B

9.49

077 | 1.98 | 0.99 [(10.44)| E 2Q09)| E (3Q09) | 1/8/10

Barnes
Banking
Company

Kaysville

UT

827.8M

26.76

409 | 673 | 5.40 [(10.49)|E (2Q09)| E (3Q09) | 1/15/10

Town

Community
Bank & Trust

Antioch

IL

69.6M

13.49

2.15 3.92 2.63 [ (5.51) |E(2Q09) | E (3Q09) | 1/15/10

Saint Stephen
|State Bank

Saint Stephen

MN

24.7TM

8.70

0.19 | 046 | 023 [(10.17)| E (2Q09) | E (3Q09) | 1/15/10

Charter Bank

Santa Fe

NM

1.25B

7.16

N/A 1.98 [ 0.97 |(6.14) |E (2Q09) [ E (3Q09) | 1/22/10

Columbia
River Bank

The Dalles

OR

1.06B

11.11

2.08 4.05 2.78 [(6.43) | E (2Q09) | E (3Q09) | 1/22/10

Evergreen
Bank

Seattle

WA

488.5M

11.56

2.77 5.20 391 [(4.81)]E (2Q09)| E (3Q09) | 1/22/10

Premier
American
Bank

Miami

FL

350.9M

24.66

1.44 3.92 1.96 |(5.42) | E(2Q09) | E (3Q09) | 1/22/10

Bank of

Leeton

Lecton

MI

22.9M

10.96

2.01 3.93 2.65 [(9.89) |E (2Q09) | E (3Q09) | 1/22/10

First Regional
Bank

Los Angeles

CA

2.18B

17.51

5.94 7.46 6.19 [(6.71) | E (2Q09) | E (3Q09) | 1/29/10

Community
Bank & Trust

Cornelia

GA

1.21B

15.89

1.26 3.05 1.77 [(6.76) | E (2Q09) | E (3Q09) | 1/29/10

Florida

Community
Bank

Immokalee

FL

875.5M

31.06

2.32 4.58 3.28 [(4.34) | E (2Q09) | E (3Q09) | 1/29/10

First National
Bank of GA

Carrollton

GA

832.60M

16.87

1.15 2.77 1.50 |(8.54) | E (2Q09) | E (3Q09) | 1/29/10

American
Marine Bank

Bainbridge
Island

WA

373.2M

9.38

350 | 6.40 | 5.13 |(6.61)|E(2Q09) | E (3Q09) | 1/29/10

Marshall
Bank, N.A.

Hallock

MN

59.9M

6.32

3.36 5.55 4.27 1/29/10

(8.39) | E (2Q09) | E (3Q09)
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1*' American
State Bank of
MN

Hancock

MN

18.4M

11.64

2.23

4.69

3.38

(9.09)

E (2Q09)

E (3Q09)

2/5/10

JJolla Bank
FSB

La Jolla

CA

3.65B

21.46

N/A

1.79

0.90

(7.94)

E (2Q09)

E (3Q09)

2/19/10

George

'Washington
Savings Bank

Orland Park

IL

413.7"M

30.15

2.75

4.75

3.45

(7.12)

E (2Q09)

E (3Q09)

2/19/10

Marco

Community
Bank

Marco Island

FL

119.6M

8.13

1.39

2.97

1.88

(11.80)

E (2Q09)

E (3Q09)

2/19/10

La Coste
[National Bank
The

La Coste

X

53.9M

0.13

7.77

20.80

19.89

0.39

B+
(2Q09)

B+ (3Q09)

2/19/10

Rainier Pacific
Savings Bank

Tacoma

WA

717.8M

5.84

1.69

2.80

1.55

(9.27)

E (2Q09)

E (3Q09)

2/26/10

Carson River

Community
Bank

Carson City

NV

51.1IM

19.02

1.82

3.50

2.19

(9.31)

NB
(2Q09)

NB (3Q09)

2/26/10

Sun American
Bank

Boca Raton

FL

535. "M

14.59

1.74

3.62

2.33

(7.13)

E (2Q09)

E (3Q09)

3/5/10

Centennial
Bank

Ogden

UT

215.2M

26.18

1.00

2.50

1.30

(5.24)

E (2Q09)

E (3Q09)

3/5/10

Bank of
[1linois

Normal

IL

211.7M

7.57

1.26

3.05

1.73

(2.51)

E (2Q09)

E (3Q09)

3/5/10

Waterfield
Bank

Germantown

MD

155.6M

5.05

N/A

(7.73)

(7.73)

(11.42)

E (3Q09)

E (4Q09)

3/5/10

Park Avenue
Bank

(New York

NY

520.1M

10.53

0.30

0.80

0.40

(3.68)

E (3Q09)

E (4Q09)

3/12/10

Old Southern
Bank

Orlando

FL

336.4M

12.28

0.60

1.50

0.80

(8.73)

E (3Q09)

E (4Q09)

3/12/10

Statewide
Bank

Covington

LA

243.2M

7.79

2.00

3.20

1.90

(3.83)

E (3Q09)

E (4Q09)

3/12/10

LibertyPointe
Bank

New York

NY

216.5M

19.95

2.20

4.30

3.00

(4.86)

E (2Q09)

E (3Q09)

3/11/10

Advanta Bank
Corp.

Draper

UT

1.62B

3.86

3.26

7.33

5.99

(19.20)

E (3Q09)

E (4Q09)

3/19/10

Appalachian

Community
Bank

Ellijay

GA

1.01B

22.63

1.73

3.82

2.26

(5.73)

E (3Q09)

E (4Q09)

3/19/10

Bank of

Hiawassee

GA

377.8M

18.17

1.35

3.03

1.75

(7.64)

E (3Q09)

E (4Q09)

3/19/10

Hiawassee
First Lowndes
Bank

Fort Deposit

AL

137.2M

7.59

1.98

3.95

2.67

(5.91)

E (3Q09)

E (4Q09)

3/19/10

Century
Security Bank

Duluth

GA

96.5M

24.75

2.24

3.89

2.64

(5.14)

E (3Q09)

E (4Q09)

3/19/10

American
[National Bank

Parma

OH

70.3M

4.44

0.63

1.84

0.92

(12.80)

E (3Q09)

E (4Q09)

3/19/10
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Assets| Asset | Assets |Assets| Asset | ROA |Prior Rating Failure
NAME CITY State| (%) (%) (%) (%) (%) (%) |Qtr. Failed Qtr|Date
State Bank of
Aurora Aurora MN [ 282M | 14.13 1.04 2.89 1.58 [(6.56) [ E (3Q09) | E (4Q09) | 3/19/10
Desert Hills
Bank Phoenix AZ |496.6M| 17.12 4.37 7.06 5.80 |[(1.69) | E (3Q09) | E (4Q09) | 3/26/10
Mclntosh
Commercial
Bank Carrollton GA |[363.0M| 31.35 2.23 4.49 3.23 [(2.36) | E (3Q09) | E (4Q09) | 3/26/10
Unity National
Bank Cartersville GA [300.6M| 14.35 2.98 5.26 398 |[(5.24) | E (3Q09) | E (4Q09) | 3/26/10
Key West
Bank Key West FL | 88.0M | 14.44 N/A 0.19 0.09 [(7.37) | E (3Q09) | E (4Q09) | 3/26/10
Beach First
National Bank [Myrtle Beach | SC [602.2M| 11.42 4.05 6.71 543 |(4.72) |E(3Q09) | E (4Q09) | 4/9/10
Riverside
National Bank
of Florida Port Pierce FL | 3.40B [ 9.65 2.66 4.94 3.66 |(3.73) | E(3Q09) | E (4Q09) | 4/16/10
City Bank Lynnwood WA | 1.13B | 31.83 3.04 5.38 4.13 [(8.74) [ E (3Q09) | E (4Q09) | 4/16/10
Tamalpais
Bank San Rafael CA |6289M| 6.78 2.73 4.87 3.58 [(5.34) | E (3Q09) | E (4Q09) | 4/16/10
First Federal
Bank of North
Florida Palatka FL |394.0M| 7.61 N/A (1.34) | (1.34) |(5.92) | E (3Q09) | E (4Q09) | 4/16/10
Innovative
Bank Oakland CA |2689M| 7.23 4.34 7.15 5.87 [(5.54) | E (3Q09) | E (4Q09) | 4/16/10
Butler Bank  |Lowell MA [268.0M| 16.64 2.10 3.80 2.80 [(3.41) [E (3Q09) | E (4Q09) | 4/16/10
AmericanFirst
Bank Clermont FL | 90.5M | 15.73 0.32 0.92 0.46 |[(8.25) [E (3Q09) | E (4Q09) | 4/16/10
Lakeside
Community  [Sterling
Bank Heights MI | 50.0M | 9.12 0.89 2.75 1.41 [(9.07) [ E (3Q09) | E (4Q09) | 4/16/10
Amcore Bank
IN.A. Rockford IL | 3.77B | 9.07 2.61 7.07 3.94 |[(5.16) | E (3Q09) | E (4Q09) | 4/23/10
Broadway
Bank Chicago IL | 1.15B | 19.63 2.86 4.53 3.27 [(6.10) | E (3Q09) | E (4Q09) | 4/23/10
New Century
Bank Chicago IL |509.7M| 23.91 2.70 4.64 3.34 |(2.46) | E (3Q09) | E (4Q09) | 4/23/10
Wheatland
Bank Naperville IL |437.2M| 35.57 (1.30) | (1.67) | (1.67) | (8.56) | E (3Q09) | E (4Q09) | 4/23/10
Lincoln Park
Savings Bank |Chicago IL |204.6M| 15.71 1.67 3.71 243 |(4.31)| E(3Q09) | E (4Q09) | 4/23/10
Peotone Bank
& Trust
Company Peotone IL |136.2M]| 12.69 2.79 5.41 4.16 |(4.79) | E (3Q09) | E (4Q09) | 4/23/10
Citizens
B&TC of
Chicago Chicago IL | 77.3M | 26.72 2.94 5.20 3.93 |(2.02) | E(3Q09)| E (4Q09) | 4/23/10
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'Westernbank
[Puerto Rico

Mayaguez

PR

11.94B

12.37

6.73

10.89

9.62

(0.10)

E (3Q09)

E (4Q09)

4/30/10

R-G Premier
Bank of PR

Hato Rey

PR

6.06B

20.36

5.57

9.06

7.78

(1.11)

E (3Q09)

E (4Q09)

4/30/10

Everett

WA

3.63B

23.93

2.54

4.51

3.23

(6.86)

E (3Q09)

E (4Q09)

4/30/10

Frontier Bank
Eurobank

San Juan

PR

2.56B

9.98

424

8.39

7.13

(2.57)

E (3Q09)

E (4Q09)

4/30/10

CF Bancorp

Port Huron

MI

1.71B

6.54

0.23

0.57

0.28

(6.73)

E (3Q09)

E (4Q09)

4/30/10

Champion
Bank

Saint Louis

MO

187.3M

20.27

2.09

3.94

2.65

(8.70)

E (3Q09)

E (4Q09)

4/30/10

BC National
Banks

Butler

MO

67.2M

8.68

1.84

4.78

3.48

(9.74)

E (3Q09)

E (4Q09)

4/30/10

1*" Pacific
Bank of CA

San Diego

CA

361.1M

4.59

3.18

6.60

3.77

4.07)

E (3Q9)

E (4Q09)

5/7/10

Bank of
Bonifay, The

Bonifay

FL

255.1M

13.72

2.54

5.00

3.72

(3.11)

E (3Q09)

E (4Q09)

5/7/10

Towne Bank
of Arizona

Mesa

AZ

127.5M

27.59

5.29

7.61

6.32

(13.91)

E (3Q09)

E (4Q09)

5/7/10

Access Bank

Champlin

MN

35.60M

10.94

1.36

3.28

2.00

(7.82)

E (3Q09)

E (4Q09)

5/7/10

Midwest
[B&TC

Elmwood Park

IL

3.43B

8.50

3.41

6.41

5.10

(6.52)

E (3Q09)

E (4Q09)

5/14/10

Satilla

Community
Bank

Saint Marys

GA

146.1M

13.18

3.35

6.48

5.22

(4.45)

E (3Q09)

E (4Q09)

5/14/10

Southwest

Community
Bank

Springfield

MO

124.5M

11.71

2.06

4.78

3.52

(3.76)

E (3Q09)

E (4Q09)

5/14/10

New Liberty
Bank

Plymouth

MI

113.7M

10.68

1.68

4.09

2.05

(3.33)

E (3Q09)

E (4Q09)

5/14/10

|Pinehurst Bank

Bank of
Florida —
Southwest

Saint Paul

MN

61.2M

9.39

(0.69)

(0.88)

(0.88)

(7.87)

E (3Q09)

E (4Q09)

5/21/10

(Naples

FL

647.1M

13.57

(1.60)

(2.00)

(2.00)

(11.37)

E (3Q09)

E (4Q09)

5/28/10

Bank of
Florida —

Southeast

Fort
Lauderdale

FL

599.5M

10.99

1.60

4.30

2.20

(6.99)

E (3Q09)

E (4Q09)

5/28/10

Bank of
Florida —

Tampa Bay

Tampa

FL

245.2M

13.27

0.70

1.90

1.00

(7.24)

E (3Q09)

E (4Q09)

5/28/10

Sun West
Bank

Las Vegas

NV

360.7M

21.57

1.30

2.80

1.50

(4.90)

E (3Q09)

E (4Q09)

5/28/10

Granite

Community
Bank, N.A.

|=—=———

Granite Bay

CA

102.9M

13.49

2.90

4.80

3.50

(1.30)

E (3Q09)

E (4Q09)

5/28/10
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Total |NPAs/| Capital/ | Cap/ |Tier 1/ Rating [LACE

Assets| Asset | Assets |Assets| Asset | ROA |Prior Rating Failure
NAME CITY State| ($) (%) (%) (%) (%) (%) |Qtr. Failed Qtr|Date
TierOne Bank |Lincoln NE | 2.82B | 19.61 N/A 4.86 3.58 |(2.78) | E (4Q09) | E (1Q10) | 6/4/10
First National
Bank Rosedale MS | 60.4M | 21.18 (4.20) | (7.10) | (7.10) |(72.53)| B (4Q09) | E (1Q10) | 6/4/10
Arcola
Homestead
[Savings Bank |Arcola IL | 17.0M | 3.21 (6.40) |[(11.50)|(11.50)|(13.87)[ C (4Q09)| E (1Q10) | 6/4/10
'Washington
First
International
Bank Seattle WA [520.9M| 17.34 1.80 3.40 2.10 |(3.45)| E (4Q09)| E (1Q10) | 6/11/10
Nevada
Security Bank [Reno NV |492.5M| 16.08 2.16 4.11 2.85 |(1.35) | E (4Q09) | E (1Q10) | 6/18/10
Peninsula
Bank Englewood FL |644.3M| 30.59 (1.40) | (1.83) | (1.83) | (5.06) [ E (4Q09) | E (1Q10) | 6/25/10
First National
Bank Savannah GA |252.5M| 23.54 1.77 3.87 2.58 [(2.17) | E (4Q09) | E (1Q10) | 6/25/10
High Desert
|State Bank Albuquerque | NM | 83.0M | 32.41 2.25 4.12 2.83 [(5.02) | E (4Q09) | E (1Q10) | 6/25/10
Home National
Bank Blackwell OK |644.5M| 14.92 2.63 4.79 3.51 0.55 [E (4Q09) | E (1Q10) | 7/9/10
Bay National
Bank Baltimore MD |282.2M| 9.42 1.62 3.75 2.45 [(3.54) | E (4Q09) [ E (1Q10) | 7/9/10
[USA Bank Port Chester NY |193.3M| 33.74 1.66 3.47 2.21 [(4.97) |E (4Q09) [ E (1Q10) | 7/9/10
Ideal Federal
[Savings Bank |Baltimore MD | 6.3M | 8.37 N/A 7.65 6.40 | (1.40) | E (4Q09) | E (1Q10) | 7/9/10
First NB of the
[South Spartanburg SC 1682.0M| 19.65 1.92 4.06 2.76 |[(3.10) | E (4Q09) | E (1Q10) | 7/16/10
MetroBank of
Dade County |Miami FL |442.3M| 13.82 1.45 3.47 2.16 |[(8.14) | E (4Q09) | E (1Q10) | 7/16/10
Woodlands
Bank Bluffton SC (379.4M| 7.17 N/A 3.62 271 [(5.99) | E (4Q09) | E (1Q10) | 7/16/10
Turnberry
Bank Aventura FL [263.9M| 13.76 N/A 6.76 5.50 [(2.00) | E (4Q09) | E (1Q10) | 7/16/10
Olde Cypress
Community
Bank Clewiston FL [168.7M| 14.24 N/A 6.25 5.00 [(2.82) |E (4Q09)| E (1Q10) | 7/16/10
MainStreet
Savings Bank,
FSB Hastings MI | 97.4M | 7.42 N/A 4.37 3.12 |(5.47) | E (4Q09) | E (1Q10) | 7/16/10
Crescent
B&TC Jasper GA | 1.01B | 15.81 1.17 2.80 1.52 |(5.24) | E (4Q09) | E (1Q10) | 7/23/10
[Sterling Bank |Lantana FL [407.9M| 9.38 2.10 6.11 3.26 |[(5.47)|E (4Q09) | E (1Q10) | 7/23/10
Home Valley
Bank Grants Pass OR |258.0M| 8.23 5.28 7.98 6.70 |[(0.72) | E (4Q09) | E (1Q10) | 7/23/10
Southwest
USA Bank Las Vegas NV |214.0M| 32.44 4.09 5.95 4.68 |(1.57) | E (4Q09)| E (1Q10) | 7/23/10
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Williamsburg
First NB Kingstree SC |139.3M| 10.73 1.61 434 | 3.02 |(6.38) | E (4Q09) | E (1Q10) | 7/23/10
Community
Security Bank [New Prague | MN |109.2M| 22.97 1.79 3.41 2.12 [(6.46) | E (4Q09) | E (1Q10) | 7/23/10
I_ThunderBank Sylvan Grove | KS [ 32.6M | 3.33 3.02 4.50 | 3.19 |(8.33) | E (4Q09) | E (1Q10) | 7/23/10
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LACE

Financial C'orp.

January 11, 2010

(Bellingham, WA), with $1.3 billion in assets and eighteen branch locations, was
the first in what is sure to be a long list of bank failures in 2010. The failed bank had been rated
“E” by LACE for five consecutive quarters and appeared on the Institutions of Concern list twice
due to extremely poor asset quality — largely driven by past due construction loans — and
mounting losses. Most importantly, while banks are required to maintain a leverage capital ratio
of at least 4.0%, to be classified as adequately capitalized; Horizon Bank’s leverage ratio
amounted to just 0.77% in the third quarter of 2009. Because of the bank’s deficiencies, the
FDIC issued Horizon Bank a cease and desist order in March of 2009 and a prompt corrective
action directive in early December of the same year. According to a recent 8-K filed by Horizon
Bank, the prompt corrective action directive order set a January 2, 2010 deadline to raise enough
capital to return Horizon Bank to adequately capitalized levels. Washington Federal Savings &
Loan Association in Seattle Washington (LACE Rating, “C”) assumed all of Horizon Bank’s
deposits with the exception of some brokered deposits, which comprised 16.04% of the failed
bank’s total deposits in the third quarter.

o EsYR T (|t b
$ 3 1) | S [<+3eB!, 8!, &$1,
1 .. /-0o/| -0/ | ol |0/ (* (*

Horizon Bank|Bellingham| WA | 1,300 | 9.49 0.77 0.99 ((10.44)) E E E

Ben Stewart - Financial Analyst
LACE Financial
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LACE

Financial C'orp.

January 19, 2010
" 1 2 (!

(r ) was the largest bank to fail on January 15 with assets totaling

approximately $828 million and ten locations. The bank was rated “E” for five consecutive
quarters and appeared on the Institutions of Concern (IOC) list on three occasions due to poor
asset quality, particularly in its construction portfolio, and mounting losses. Beginning in the
second quarter of 2009, Barnes Banking Company also began posting weak capital levels. The
Federal Reserve Board issued the failed bank a written agreement in May and a prompt
corrective action directive in December of last year. The latter enforcement action stated that the
bank was critically undercapitalized and set a January 15 deadline for Barnes Banking Company
to restore its capital to adequate levels. On Thursday, January 14, the Davis County Clipper, a
local newspaper, reported that Barnes Banking Company’s vice-president, Doug Stranger,
believed that the bank’s capital levels were not yet adequate but that the bank had taken
sufficient steps to allow the bank to continue operations. As it happens, Mr. Stranger was
incorrect and Barnes Banking Company was shuttered the following day. As regulators could
not locate a buyer for Barnes Banking Company, the Deposit Insurance National Bank of
Kaysville was created to manage Barnes Banking Company’s insured deposits until February 12,
2010.
" 1 " , a small bank based in Antioch, Illinois was rated “E” for
three consecutive quarters and appeared on the IOC list twice due to concerns with
nonperforming commercial and industrial loans and construction loans, negative earnings, and
poor capitalization. However, the bank was not operating under any known regulatory
enforcement actions. First American Bank in Carpentersville, Illinois (LACE Rating, “C”)
assumed the failed bank’s deposits and agreed to purchase the majority of its assets under a loss
sharing agreement with the FDIC.

) , another small bank with approximately $25 million in assets was
also among last week’s banking casualties. The bank had been operating under an FDIC cease
and desist order since last July and was rated “E” for three consecutive quarters. The bank was
critically undercapitalized in the third quarter of 2009 with a Tier 1 capital ratio of 0.23% and a
leverage capital ratio of 0.19%. Furthermore, in the fourth quarter of 2009, the bank’s Tier 1 and
leverage capital ratios declined to negative 4.98% and negative 6.61%, respectively. In
comparison, a bank must have a leverage capital ratio of at least 3% to be defined as adequately
capitalized. Additionally, the bank was suffering from poor asset quality, particularly in its
commercial and industrial loan portfolio. First State Bank of Saint Joseph (LACE Rating, “B”)
assumed the failed bank’s deposits and agreed to purchase all of its assets under a loss sharing
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agreement with the FDIC. Saint Stephen State Bank’s two locations reopened under the First
State Bank of Saint Joseph banner, one on Saturday morning and the other this morning.
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1 (Santa Fe, NM), a thrift with $1.3 billion in assets and eight branches was taken
into receivership by the Office of Thrift Supervision (OTS) last Friday. At the time of failure,
the thrift, which was rated “E” for four consecutive quarters, had been operating under an OTS
prompt corrective action directive for two days and a cease and desist order since last November.
Charter Bank had been significantly undercapitalized since the third quarter of 2009 and had a
high concentration of nonperforming residential loans. Beal Financial Corporation, which owns
Beal Bank and Beal Bank, Nevada, created a new thrift, Charter Bank in Albuquerque, New
Mexico to acquire Charter Bank’s deposits and agreed to purchase the majority of the failed
thrift’s assets. Charter Bank’s eight branches reopened under its new charter this morning.

! 5 *F (The Dalles, OR), an institution with approximately $1.06 billion in
assets and 21 branches, was closed by the Oregon Division of Finance and Corporate Securities
on January 22. The bank was “E” rated for five periods and appeared on the LACE Institutions
of Concern list for four periods prior to failure. Columbia River Bank’s financial condition
declined significantly over the past year and a half, posting continued negative earnings,
declining capital levels, and deteriorating asset quality. The bank had also been operating under
an FDIC cease and desist order issued on February 9, 2009, citing poor loan quality, inadequate
capital levels, and an inadequate loan valuation reserve, among other items. Columbia State
Bank of Tacoma, WA (LACE Rated, “C-") acquired all of the deposits and nearly all of the
failed bank’s assets, of which $697.4 million are covered under a loss-share agreement with the
FDIC.

.. ( based in Seattle, WA, with $488.5 million in assets and seven offices, was
closed by the Washington Department of Financial Institutions on Friday. The bank had
experienced significant declines in asset quality, primarily in its construction, land, and land
development portfolio, resulting in losses and declining capital ratios. Evergreen Bank was “E”
rated for four consecutive quarters and appeared on the LACE Institutions of Concern list for
two quarters prior to failure. The Seattle based bank has been operating under two orders issued
by the FDIC, a cease and desist order issued on October 23, 2009 and a prompt corrective action
directive issued on November 4, 2009, requiring the bank to recapitalize. Umpqua Bank of
Roseburg, OR (LACE Rated, “C+”) acquired all deposits and essentially all of the failed bank’s
assets, of which $379.5 million are covered under a loss-share agreement with the FDIC.

# $ (Miami, FL), a bank with $350.9 million in assets and four locations,
was closed by regulators last week after struggling with exceptionally poor asset quality, a loss
trend extending back to the middle of 2008, and most importantly, declining capital levels, which
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left the bank critically undercapitalized in the third quarter of 2009. The ailing bank was rated
“E” for six consecutive quarters, appeared on LACE Financial’s Institutions of Concern list five
times, and was operating under an FDIC cease and desist order issued in May of last year due to
the above-mentioned weaknesses. A newly chartered bank, Premier American Bank, N.A.,
owned by Bond Street Holdings, LLC, assumed Premier Bank’s deposits and agreed to purchase
its assets under a loss sharing agreement with the FDIC.

& (Leeton, MO), with assets totaling approximately $23 million, was the smallest
bank to fail this year. The failed bank had been struggling with its asset quality, management
oversight, low capital levels, losses dating to the fourth quarter of 2008, and numerous other
issues. Due to its poor financial condition, Bank of Leeton was rated “E” and appeared on the
Institutions of Concern list for four consecutive quarters and was issued a cease and desist order
by the FDIC in February 2009. Sunflower Bank, N.A. (LACE Rating, “B-") in Salina, Kansas,
assumed the failed bank’s deposits and reopened its single location under the Sunflower Bank
banner on Saturday morning.
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*( (Los Angeles, CA), a bank with $2.2 billion in assets and eight locations,
carried a LACE Rating of “E” for five consecutive quarters and appeared on the LACE
Institutions of Concern list twice prior to its failure last week. Poor asset quality was a major
factor in First Regional Bank’s deterioration, and by extension, its LACE Rating. Beginning in
the fourth quarter of 2008, the bank posted significant increases to its portfolio of nonperforming
loans, particularly in the construction and land development category. The FDIC issued First
Regional Bank two cease and desist orders, one in March 2008 and a second in February 2009.
The first order focuses on internal controls and procedural concerns while the order issued a year
later focused on the bank’s financial condition. Specifically, the 2009 cease and desist order
enumerated concerns with asset quality, management, earnings, lending practices, and liquidity.
First-Citizens Bank & Trust Company in Raleigh, NC (LACE Rating, “B”) assumed the failed
bank’s deposits and agreed to purchase the majority of its assets.

1 7" (Cornelia, GA), with $1.2 billion in assets and thirty-six branch
locations was rated “E” for four quarters and appeared on LACE Financial’s Institutions of
Concern list twice prior to being closed by the Georgia Department of Banking and Finance on
January 29. Community Bank & Trust had been operating under an FDIC cease and desist order
since May of last year due to issues with asset quality, lending practices, management, earnings,
and insufficient liquidity and capital. The bank’s nonperforming assets, especially residential
and construction loans, had been steadily increasing since the beginning of 2008. Additionally,
Community Bank & Trust’s capital levels declined by 75% in the third quarter of 2009, resulting
in Community Bank & Trust being critically undercapitalized at the time of failure. SCBT,
National Association (LACE Rating, “B”) acquired Community Bank & Trust’s deposits and
agreed to purchase its assets.

1 (Immokalee, FL), an institution with approximately $875.5 million
in assets and 11 branches was closed by the Florida Office of Financial Regulation. The failed
institution had been LACE Rated “E” for twelve consecutive quarters dating back to the fourth
quarter of 2006 and appeared on the Institutions of Concern list since the first quarter of 2008.
Florida Community Bank experienced extremely poor asset quality, largely due to the bank’s
construction real estate portfolio. As a result, the bank produced negative earnings dating back
to 1Q09 and became significantly under-capitalized by regulatory standards in 3Q09. Florida
Community Bank was not operating under any known enforcement actions at the time of failure.
However, the bank’s holding company, Florida Community Banks, Inc., was operating under a
written agreement with the Federal Reserve Board since February 2009.
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Premier American Bank, N.A. of Miami, FL purchased all deposits and $499.1 million of Florida
Community Bank’s assets. Premier American Bank, N.A. was formed on January 23, 2010 by
Bond Street Holdings, LLC to acquire the deposits and assets of the failed bank, Premier
American Bank, from the FDIC. As such, Premier American Bank, N.A. is not currently rated
by LACE.

8 ( (Carrollton, GA), an institution withl1 branches and $832.6
million in assets, was closed by the OCC on Friday. The Carrollton based bank was LACE rated
“E” for nine consecutive quarters dating back to 3Q07 and appeared on the Institutions of
Concern list since 2Q08. The bank had extremely poor asset quality, primarily due to
deterioration in construction real estate loans, resulting in continued negative earnings and
declining capital. First National Bank of GA was operating under an OCC formal agreement
issued in November of 2008 and an OCC prompt corrective action directive issued in December
of 2009, requiring the bank to recapitalize. Community and Southern Bank of Carrollton, GA
was created to assume all of the deposits and essentially all of the assets of the failed bank.

$ 1 (Bainbridge Island, WA)} with $373 million in assets and eleven
branches, was closed on Friday by the Washington Department of Financial Institutions. The
bank was rated “E” for five consecutive quarters and appeared on the LACE Institutions of
Concern list twice. Prior to its failure, American Marine Bank had been operating under an
FDIC cease and desist order as well as a prompt corrective action directive — both issued in
November 2009. The enforcement actions both directed the bank to increase its capital levels,
while the cease and desist order also focused on asset quality and management, in addition to
other concerns. At the end of the fourth quarter, the bank was critically undercapitalized with a
Tier 1 capital ratio of 1.09% and a leverage capital ratio of 0.76%. Columbia State Bank (LACE
Rating, “C-") in Tacoma, Washington assumed the failed bank’s deposits, except for brokered
deposits, which comprised approximately 7% of total deposits in the fourth quarter of 2009.

1 9 $ of Hallock, MN was closed by the OCC on Friday, due
primarily to deteriorating asset quality, continued negative earnings, and low capital ratios in the
second and third quarter of 2009. The institution was LACE rated “E” for four consecutive
quarters and appeared on the Institutions of Concern list for the past two quarters. Additionally,
Marshall Bank, N.A. was operating under a prompt corrective action directive and a cease and
desist order issued by the OCC, requiring the institution to recapitalize. United Valley Bank of
Cavalier, ND (LACE Rated, “C+”) assumed all of the failed bank’s deposits and essentially all
of the assets.
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$ 1 (Hancock, MN), a small bank with two branches and
assets totaling approximately $18.4 million was closed on Friday by the Minnesota Department
of Commerce. The failed bank was rated “E” for seven consecutive quarters and appeared on the
LACE Institutions of Concern list four times, dating back to the fourth quarter of 2008.
Additionally, 1* American State Bank of Minnesota had been operating under an FDIC cease
and desist order issued in February 2008. The order cited a slew of issues, including but not
limited to, “operating with management whose policies and practices are detrimental to the Bank and
jeopardize the safety of its deposits”, “operating with an inadequate level of capital protection...”,
and “engaging in hazardous lending and lax collection practices.” At the end of the third quarter of
2009, the bank was in the bottom percentile of its peers in terms of asset quality and capital and in
the second percentile in terms of earnings. Community Development Bank, FSB (LACE Rating,
“C+”), a thrift based in Ogema, Minnesota, assumed the failed bank’s deposits and agreed to
purchase its assets under a loss-sharing agreement with the FDIC.
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& 6 g (La Jolla, CA), a thrift with assets totaling $3.6 billion and ten branch
locations, is the largest banking institution to fail so far this year. The thrift had been rated “E”
for the past two quarters and appeared on the most recent LACE Institutions of Concern list due
to very low capital levels and poor and deteriorating asset quality. Because of its financial
condition, La Jolla Bank, FSB had been operating under an OTS cease and desist order since
September 2009. La Jolla Bank, FSB was also issued a prompt corrective action directive four
days before the thrift’s closure ordering the thrift to recapitalize. In addition, according to The
Desert Sun, “fraudulent activity was recently discovered” by the FDIC. OneWest Bank, FSB
(not rated by LACE Financial) assumed the failed thrift’s deposits and a partition of its assets
under a loss-sharing agreement with the FDIC.

8 ( : ( " ( , a $413 million in assets bank headquartered in Orland
Park, Illinois, had been rated “E” and appeared on the LACE Institutions of Concern list for two
quarters. The bank posted losses in the last three quarters of 2009 and had been suffering from
poor asset quality, which left it significantly undercapitalized in the fourth quarter. FirstMerit
Bank, National Association (LACE Rating, “B”), based in Akron Ohio agreed to take over the
failed bank’s deposits and to purchase its assets under a loss-sharing agreement with the FDIC.

1 L of Marco Island, FL, a small bank with one branch and approximately
$120 million in assets, was closed by the Florida Office of Financial Regulation on Friday.
Marco Community recorded poor asset quality and continued losses, resulting in capital ratios in
the critical under-capitalized category in the fourth quarter 2009. The bank carried a LACE
rating of “E” for ten consecutive quarters prior to its failure and appeared on the Institutions of
Concern list in the third quarter of 2009. The Federal Reserve issued the bank a written
agreement in August of 2007 citing concerns with management, loan policies, asset quality, and
allowance for loan and lease losses, among other items. Mutual of Omaha Bank, a thrift located
in Omaha, NE (LACE Rated, “B-"), assumed all of the deposits and nearly all of the assets of
Marco Community Bank.

"o& 1 , located in La Coste Texas was a small bank with approximately
$54 million in assets and a single location. At the time of its failure, the bank appeared to be in
sound financial condition and was not operating under any known enforcement actions.
However, according to various sources, the bank was closed due to fraud allegedly committed by
the former President, which left the bank critically undercapitalized. Community National Bank
(LACE Rating, “B+”) in Hondo Texas acquired all of The La Coste National Bank’s deposits.
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* # " ( , in Tacoma, WA, failed last Friday due to exceptionally poor
capital. The bank’s equity capital declined from $11.7 million in third quarter to negative $11.1
million in the fourth quarter, or a 195% decline. This capital loss follows a 72% decline between
the second and third quarter. While the bank’s asset quality was poor and had been steadily
deteriorating, it appears that $43.5 million in securities losses, rather than its portfolio of
nonperforming loans, had the greatest impact on the Rainier Pacific Savings Bank’s capital
levels. Rainier Pacific Savings Bank was rated “E” for six quarters and appeared on LACE’s
most recent Institutions of Concern list. Additionally, the bank, had been operating under an
FDIC cease and desist order and a prompt corrective action directive — both issued in September
of 2009. Umpqua Bank (LACE Rating, “C+”) in Roseburg Oregon assumed Rainier Pacific
Savings Bank’s deposits and agreed to purchase $670 million of its assets.

1 *" 1 (Carson City, NV) was the twenty-second bank to fail this
year. The small bank was founded in late 2006 and was not rated by LACE Financial, which
does not rate banks less than three years old. The bank had been experiencing increasing
nonperforming assets coupled with capital losses throughout 2009, culminating in a 72%
decrease in equity in the fourth quarter of 2009, which left the bank with just $1 million in
equity. In March of last year, the FDIC issued Carson River Community Bank a cease and desist
order, citing issues with management, standards and procedures, liquidity, asset quality, capital
adequacy, and earnings. Heritage Bank of Nevada (LACE Rating, “B”) assumed the failed
bank’s deposits and entered into a loss-sharing agreement with the FDIC.
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$ (Boca Raton, FL) was rated “E” for a full year and appeared on the LACE
Institutions of Concern (IOC) list twice prior to failing last Friday. The bank, like many others,
suffered from poor asset quality, negative earnings, and decreasing capital levels. Because of
these and other issues, the Federal Reserve Board issued a prompt corrective action directive to
the bank on December 22, 2009, requiring Sun American Bank to increase capital within forty-
five days. At the time of failure, the bank was critically undercapitalized. First-Citizens Bank &
Trust Company, (LACE Rating, “B”) in Raleigh, North Carolina, acquired the failed bank’s
deposits and reopened its twelve branches this morning.

1 (Ogden, Utah), a bank with $215 million in assets, failed last Friday as a result
of poor asset quality, inadequate capital levels, and continued losses. The bank carried a LACE
rating of “E” for nine consecutive quarters, and appeared on the IOC list several times prior to
failure. Centennial Bank had been operating under an FDIC cease and desist order since June
23, 2009. The order cited problems with management, capital levels, liquidity, and reserves.
The FDIC could not locate an assuming institution, and will be mailing checks to insured
depositors.

3 (Normal, IL), was rated “E” for five quarters and appeared on the most recent
IOC list prior to its failure on March 5. In the third quarter of 2009, the bank was
undercapitalized by regulatory standards with a total capital ratio of 7.10% (its Tier 1 and
leverage capital ratios were adequate). However, the bank ranked in the first percentile of its
peer group in terms of capital adequacy and was critically undercapitalized by year-end due to a
thirty-seven percent decline in capital during the fourth quarter. LACE Financial believes that
the bank’s capital deterioration is due to excessive loan losses in its construction and land
development and commercial loan portfolios. Like Sun American Bank, Bank of Illinois was
operating under a prompt corrective action issued by the Federal Reserve Board, ordering the
bank to increase capital levels within forty-five days. Heartland Bank and Trust Company,
(LACE Rating, “B”) in Bloomington, Illinois acquired Bank of Illinois’ deposits and reopened
its two locations on Saturday morning.
z (Germantown, MD), a thrift with approximately $156 million in assets and
one location, was closed by the OTS on Friday. The thrift was “E” rated by LACE for five
consecutive quarters dating back to the December 2008 rating period. Waterfield Bank also
appeared on the Institutions of Concern list during the same time period. The thrift’s financial
condition suffered from poor asset quality, continued negative earnings, and negative capital
ratios in the fourth quarter of 2009. The OTS issued Waterfield Bank an enforcement action on

Copyright 2010 LACE Financial Corporation 118 North Court Street Frederick, Maryland 21701
Tel.: 301.662.1011 Fax: 301.662.1458 www.lacefinancial.com inquiries@Ilacefinancial.com



October 1, 2009 and a Prompt Corrective Action on February 3, 2010, giving the thrift fourteen
days to recapitalize by a merger, acquisition, or sale. The FDIC could not find a buyer for
Waterfield Bank’s assets, as such Waterfield Bank, FA was created by the FDIC and will remain
open until April 5, 2010, allowing depositors access to insured funds. The FDIC will also mail
checks to customers with insured certificates of deposits and individual retirement accounts.
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*4Q09 bank ratings are pending
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# P (New York, NY) is an institution with approximately $520 million in assets
and four branches that was closed on Friday, March 12, 2010. Park Avenue Bank carried a
LACE Rating of “E” for eleven consecutive quarters, dating back to the second quarter of 2007,
and appeared on the Institutions of Concern list since the third quarter of 2008. The bank posted
a 124% quarterly decline in total equity capital, resulting in total equity capital of negative $3
million and a Tier 1 leverage ratio of 0.3%, down from 2.7% in the third quarter. Park Avenue
Bank recorded a cumulative 2009 net loss of $19.89 million, compared to a loss of $3.54 million
in 2008, resulting in an ROA of negative 3.68%. Asset quality remained stable, yet poor, with an
NPA-to-total assets ratio of 10.53%, up slightly from 10.38% in the previous quarter. The bank
has been operating under an enforcement action issued by the FDIC in February of 2009, which
notes Park Avenue’s inadequate capital, liquidity, and reserves and unsatisfactory earnings.
Valley National Bank of Wayne, NJ, (LACE Rated “B+") assumed all deposits and nearly the
assets of Park Avenue Bank.

+ (Orlando, FL), a bank with approximately $336 in assets and seven
branches, was closed on Friday by the Florida Office of Financial Regulation. The bank carried
an “E” LACE rating for four quarters prior to failure and appeared on the Institutions of Concern
list in the third and fourth quarter of 2009. The bank posted a loss of $32.54 million in 2009 and
a return on assets of negative 8.73%, compared to a loss of $4 million and an ROA of negative
1.29% in 2008. As a result, total equity capital declined by 75% in the fourth quarter and the
institution’s Tier 1 leverage ratio declined from 7.0% in 3Q09 to 0.6% in 4Q09, defining Old
Southern Bank as critically undercapitalized. Asset quality remained poor as total NPAs
comprised 12.28% of total assets, up slightly from 11.89% in the previous quarter. The Federal
Reserve Board issued Old Southern bank a prompt corrective action on January 14, 2010,
requiring the bank to recapitalize. Centennial Bank of Conway, AR, (LACE Rated, “B-”)
assumed all deposits and essentially all the assets of Old Southern Bank.

(Covington, LA), with $243 million in assets and six branches, was closed on
Friday by the Louisiana Office of Financial Institutions. Statewide Bank has carried a LACE
rating of “E” for six consecutive quarters prior to failure and appeared on the third and fourth
quarter 2009 Institutions of Concern list. The FDIC issued the bank a cease and desist order in
March of 2009 citing inadequate capital, an excessive level of adversely classified assets, and
concentrations of credit, among other concerns. Home Bank, a thrift located in Lafayette, LA,
(LACE Rated, “A”) assumed all of the deposits and nearly all assets of the failed bank.
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&5 # (New York, NY) was closed by regulators last Thursday due to its poor
financial condition. The bank has been rated “E” for five consecutive quarters and appeared on
LACE’s Institutions of Concern list twice. LibertyPointe Bank was significantly
undercapitalized in the fourth quarter and had been encumbered with increasing nonperforming
loans and a history of losses. Because of these and other issues, the bank was operating under an
FDIC cease and desist order and a prompt corrective action directive, issued in July and October
2009, respectively. The orders covered numerous concerns such as poor asset quality and
inadequate earnings, with undercapitalization being the most pressing matter. Valley National
Bank (LACE Rating, “B+”) in New Jersey acquired LibertyPointe Bank’s deposits and agreed to
purchase its assets.
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Ben Stewart, Caleb Mooney — Financial Analysts
LACE Financial
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In November 2009, it was announced that $ * I )4 (Draper, UT), with $1.6 billion
in assets was undercapitalized and in danger of being taken into receivership. The bank’s parent
company, Advanta Corp., filed for Chapter 11 bankruptcy last November and allowed the bank’s
capital levels to decline in order to preserve funds for creditors." The bank, which was rated “E”
for four consecutive quarters and appeared on the LACE Institutions of Concern list twice, was
operating under three separate FDIC cease and desist orders issued in June and November 2009.
The orders cited violations associated with the bank’s credit card lending practices as well as
numerous other concerns such as, the qualification of management, capital levels, and
prohibitions against extending credit or making payments to its parent company and affiliates.
The FDIC approved the payout of Advanta Bank Corp’s insured deposits and mailed checks to
depositors this morning, as no buyer could be found.

$)) L (also known as Gilmer County Bank) in Ellijay, GA, was the
second largest bank to fail last week, with approximately $1 billion in assets. The bank was
rated “E” for five consecutive quarters and appeared on LACE’s Institutions of Concern (10C)
list three times. As is often the case with failed banks, Appalachian Community Bank’s fortunes
turned when the real estate market collapsed. Specifically, Appalachian Community Bank
posted substantial declines in net income and equity capital as its loans to developers building
retirement communities and vacation homes began to sour.” At the time of failure, the bank was
critically undercapitalized with a Tier 1 capital ratio of 2.26% and a leverage capital ratio of
1.73%. Predictably, Appalachian Community Bank was operating under an FDIC cease and
desist order, which cited the typical unsafe and unsound banking practices that have plagued the
majority of failed banks over the past year. Community & Southern Bank, in Carrollton,
Georgia, assumed the failed bank’s deposits and reopened its ten branches under the Community
& Southern banner on Saturday. Community & Southern was formed on January 20, 2010 and is
too new to be rated by LACE Financial, which does not issue ratings for banks less than three
years old.

Though much smaller, with $378 million in assets, in Hiawassee, GA,
operated in the same general region as Appalachian Community Bank and, failed under similar
circumstances after operating for 100 years. Bank of Hiawassee’s borrowers, largely developers,
failed to repay real estate loans as the market deteriorated and the bank’s capital declined
significantly due to charge-offs and loan loss provisioning expenses. The bank was rated “E” for
seven consecutive quarters and appeared on the 10C list numerous times as capital, asset quality,

!'Source: businessweek.com
% Source: ajc.com
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and earnings deteriorated steadily. Though it was not operating under any known enforcement
actions, Bank of Hiawassee’s equity capital declined by 77% in the fourth quarter, leaving the
bank critically undercapitalized at the time of failure. Citizens South Bank (LACE Rating,
“C+”), a savings and loan headquartered in Gastonia, North Carolina, assumed the failed bank’s
deposits and reopened its five branches on Saturday morning.

& , a bank with $137 million in assets in Fort Deposit, Alabama, had been
operating under an FDIC cease and desist order since the first quarter of 2008 and appeared on
the two most recent 10C lists prior to its failure last Friday. The bank’s “E” rating dated back to
the third quarter of 2008 with one “D” rating in the first quarter of 2009 when asset quality,
capital, and earnings all improved, temporarily. The bank was critically undercapitalized and
suffered from poor asset quality as nonperforming assets increased by 23% in the fourth quarter
of 2009 to comprise 153.8% of capital. First Citizens Bank (LACE Rating, “C-") in Luverne,
Alabama assumed First Lowndes Bank’s deposits and agreed to purchase its assets. First
Lowndes Bank’s four locations reopened as branches of First Citizens Bank.

! in Duluth, was the third Georgian bank to fail last week and the fifth in
2010. The small bank was established in February 2006 and had assets totaling approximately
$70 million. Century Security Bank had been rated “E” since June 2008, when LACE Financial
first began rating it due to a history of poor and worsening financials. While rated by LACE
Financial, Century Security Bank never posted a profit and continuously recorded lower levels of
equity capital and coupled with increasing nonperforming asset values. Additionally, the bank
frequently ranked in the bottom percentile of its peers in terms of liquidity. Though it was not
operating under any known enforcement actions, the bank appeared on the 10C list since the
fourth quarter of 2008, and was undercapitalized since the third quarter of 2009. Bank of Upson
(LACE Rating, “C+”) in Thomaston, Georgia acquired the failed bank’s deposits.

$ (Parma, OH) was a small bank with approximately $96 million in
assets and a single location prior to its closure on March 19. The bank carried a LACE Rating of
“E” for three consecutive quarters, and appeared on the last two Institutions of Concern lists.
The bank had been losing capital throughout 2009, culminating in an 80% decline in the fourth
quarter, which left the bank critically undercapitalized (see chart on the next page). American
National Bank had been operating under an OCC cease and desist order issued in September
2009. Among other issues, the order focused on capital adequacy, asset quality, and
management — going so far as to require the bank’s board of directors to appoint a new president.
National Bank and Trust Company in Wilmington, Ohio, (LACE Rated “B-") assumed all
deposits and nearly the assets of the failed bank and reopened its branch this morning.

$ , a tiny bank in Aurora, Minnesota with just $28 million in assets and one
branch location, was closed on Friday after operating under an FDIC cease and desist order for a
full year. The bank was rated “E” since the fourth quarter of 2008 rating period and appeared on
LACE Financial’s Institutions of Concern list throughout 2009. At the time of failure, State
Bank of Aurora ranked in the bottom percentile of its peers in terms of asset quality as well as
capital adequacy, and in the lower first percentile for earnings. Northern State Bank (LACE
Rating, “A”) in Ashland Wisconsin assumed the failed bank’s deposits and agreed to purchase its
assets.
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Advg?pBa“k Draper | UT |1,6229| 3.86 | 326 | 599 [(19.20) E E E
Appalachian
Community | Ellijay | GA |1,010.1]22.63 | 1.73 226 [(5.73)| E E E
Bank
Bank of 1 wassee| GA | 377.8 | 1817 | 135 1.75 |(7.64)| E E E
Hiawassee
First Lowndes Fort
Bt Deposit | AL | 1372 | 7.59 1.98 267 |(591)| E E E
Century
Security Bank| Duluth | GA | 955 | 2475 | 224 264 |(5.14)| E E E
American
oo e | Parma | OH | 703 | 444 | 063 0.92 |(12.80) E E E
State Bank of| -\ 0 | MN | 282 | 1413 | 1.04 158 |(656)| E E E
Aurora

Ben Stewart, Senior Financial Analyst
LACE Financial
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of Phoenix, AZ was the largest of the four banks closed last week, with total
assets of approximately $497 million and six branches. The Phoenix based bank’s financial
condition deteriorated as it continued to struggle with its construction real estate and residential
real estate portfolios, resulting in continued losses and declining capital. Consequently, Desert
Hills Bank carried a LACE rating of “E” for seven quarters prior to failure and appeared on the
Institutions of Concern (I0OC) list since December 2008. The FDIC also issued Desert Hills
Bank a cease and desist order in July of 2009, citing inadequate capital, inadequate loan
valuation reserve, and a large volume of poor quality loans, among other items. New York
Community Bank (LACE Rating, “B-") of Westbury, NY assumed all of the failed bank’s
deposits and nearly all of Desert Hills’ assets.

Georgia Banks have comprised approximately one in five of the 183 bank failures since the
beginning of the banking crisis, and this trend continued last week with >

and McIntosh Commercial Bank. Unity National Bank, with $363 million in assets and five
branches, had been rated “E” since the third quarter of 2008 and appeared on the 10C list
numerous times prior to its failure last week. The bank had been operating under a formal
agreement with the Office of the Comptroller of the Currency since February 2009 and a formal
agreement issued in December of the same year. The cease and desist order focused on capital
levels as the bank had been losing equity capital for over a year and was significantly
undercapitalized at the time of failure. Bank of the Ozarks (LACE Rating, “C+”) in Little Rock
Arkansas assumed Unity National Bank’s deposits and agreed to purchase its assets under a loss-
sharing agreement with the FDIC.

13 1 (Carrollton, GA), a bank with approximately $363 million failed
on March 26 after being rated “E” since the fourth quarter of 2007 and appearing on every
LACE Institutions of Concern list dating back to September 2007.  Nonperforming assets
increased by 8% during the fourth quarter to represent 31.35% of total assets and 881.9% of
capital. Additionally, the bank’s reserves-to-NPAs ratio remained extremely low at just 4% in
the fourth quarter of 2009. McIntosh Commercial Bank’s total equity capital declined by 27% in
the fourth quarter, resulting in a Tier 1 and total risk based capital of 3.2% and 4.5%, leaving the
bank significantly undercapitalized. McIntosh Commercial Bank continued its trend of losing
money with net losses of $8.96 million in 2009. CharterBank (LACE Rating “C-), a thrift in
West Point, Georgia, assumed the failed bank’s deposits and agreed to purchase its assets under a
loss-sharing agreement with the FDIC.
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? = of Key West, FL, a small thrift with approximately $88 million in assets and
one branch, was closed on Friday by the Office of Thrift Supervision. The thrift was LACE
rated “E” for nine consecutive quarters dating back to the fourth quarter of 2007 and has
appeared on the Institutions of Concern list since the third quarter of 2008. Key West Bank’s
real estate portfolio was hit hard by the state of the economy in Florida, resulting in a large
amount of NPAs, negative earnings, and poor capital ratios. Key West Bank was issued a cease
and desist order by the OTS in November of 2009, which required the thrift to cease several
unsafe practices and to increase its capital ratios. After failing to do so, the bank was issued a
prompt corrective action directive on February 22", which required the institution to merge with,
acquire, or sell its assets to another institution in order to bring the Tier 1 and total risk-based
capital ratios to 4% and 8% respectively, within 30 days of the order. Centennial Bank (LACE
Rating, “B-") of Conway, AR, purchased all of Key West Bank’s deposits and essentially all of
the failed bank’s assets.

LA} #$ %& L ( LA} % ;
$ % ') $  |*+$&BL, &P, &P,
1 - /| -O/ -O/ -0/ | -0/ |* (* (i (
Desert Hills | pyonix | Az | 4966 | 17.12 | 437 | 580 |(1.69)| E E E
Bank
Unity .
Nt [Cartersville| GA | 300.6 | 1435 | 298 | 398 [(524)| E E E
MclIntosh
Commercial | Carrollton | GA | 360.3 | 31.35 2.23 323 [(2.36) E E E
Bank
Kegame“ KeyWest | FL | 88.0 | 1444 | NA | 009 |(737)| E E E
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, an institution with $602 million in assets based in Myrtle Beach,
South Carolina, was the sole bank to fail on April 9. The bank is the first to fail in South
Carolina since Victory State Bank, which failed on March 26, 1999. Beach First National Bank
had been rated “E” for one year prior to failure and appeared on the LACE Institutions of
Concern list twice due to a trend of losses and deteriorating asset quality. The bank had been
operating under a formal agreement and a cease and desist order issued by the Office of the
comptroller of the Currency in September 2008 and November 2009, respectively. The orders
required, among other things, the bank to increase capital levels, assess management
competency, address credit concentrations and develop sound loan policies. Bank of North
Carolina (LACE Rating, “C+”), a $1.6 billion in assets bank located in Thomasville, assumed
Beach First National Bank’s deposits and reopened its seven branches this morning.
Additionally, the acquiring bank agreed to purchase Beach First National Bank’s assets under a
loss sharing agreement with the FDIC.

. #HH& * (" b ;
$ $ 1) $ *+$EBT, &B, BT,
' .. I/l-o/] 0o/ |00 (* (¢ (
Beach First | Myrtle
National Bank| Beach SC |602.17 | 11.42 4.05 543 1(4.72)| E E E

Ben Stewart — Senior Financial Analyst
LACE Financial
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TD Bank, N.A. (LACE Rating, “B”), based in Wilmington, Delaware, assumed the deposits of
three banking institutions in Florida, * * ,

, $ . Additionally, TD Bank, N.A. agreed to purchase the
three bank’s assets under a loss-sharing agreement with the FDIC. See below for details on each
of these institutions.

* " (Fort Pierce, FL), with $3.3 billion in assets and 58
locations, was the largest bank to fail last week. The bank had been suffering from weaknesses
in liquidity, asset quality, capital adequacy, as well as earnings and was operating under a cease
and desist order issued by the Federal Reserve Board last November. Riverside National Bank
of Florida reported significant equity deterioration in the last three quarters of 2009, resulting in
the bank being significantly undercapitalized at the time of failure. The bank had been rated “E”
for six consecutive quarters and appeared on the LACE Institutions of Concern (IOC) list three
times.

1 of Lynnwood, WA, with eight branches and approximately $1.13 billion in assets,
was closed on Friday by the Washington Department of Financial Institutions. The bank’s
problems largely stemmed from problems in the construction real estate portfolio, resulting in
operating losses since the second quarter of 2008 and declining capital levels. As such, City
Bank was LACE rated “E” for seven consecutive quarters prior to failure and appeared on the
Institutions of Concern list since the fourth quarter of 2008. The institution was also operating
under a cease and desist order issued by the FDIC in June 2009, citing a large volume of poor
quality loans, unsatisfactory lending and collection practices, and inadequate capital, among
other items. Whidbey Island Bank of Coupeville, WA (LACE Rated, “A”) assumed all of the
failed bank’s deposits and approximately $704.1 million of City Bank’s assets.

) , an institution with $628.9 million in assets, headquartered in San Rafael, CA,
was closed by the California Department of Financial Institutions. The bank was LACE rated
“E” for three quarters prior to failure and appeared on the Institutions of Concern list in the third
and fourth quarter of 2009. Tamalpais Bank became significantly undercapitalized by regulatory
standards in 4Q09, as a result of poor asset quality and a $36.2 million loss in 2009. The FDIC
issued the bank a cease and desist order in November of last year and a prompt corrective action
in February 2010, requiring the bank to recapitalize in 30 days. San Francisco, CA based, Union
Bank, National Association (LACE Rated, “B-") assumed all deposits and essentially all of
Tamalpais Bank’s assets.
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3 = of Oakland, CA, with $268.9 million in assets and four branches, was also
closed by the California Department of Financial Institutions last Friday. The Oakland based
bank carried a LACE rating of “E” for three quarters prior to failure and appeared on the 4Q09
Institutions of Concern list, due to poor asset quality, continued negative earnings, and declining
capital ratios. The bank was also operating under two cease and desist orders issued by the FDIC
in April 2007 and March 2009. Center Bank of Los Angeles, CA, (LACE Rated, “C+”),
assumed all deposits and essentially all of the failed bank’s assets.

located in Lowell, MA, an institution with approximately 268.0 million in assets
and four branches, was closed by the Massachusetts Division of Banks last Friday. The bank
carried a LACE rating of “E” for nine quarters dating back to the fourth quarter of 2007 and
appeared on seven consecutive Institutions of Concern lists, due to extremely poor asset quality,
continued losses and poor capital ratios. Butler Bank’s financial condition was largely the result
of investments made in the construction real estate portfolio. = The institution was
undercapitalized by regulatory standards since the first quarter of 2009. Further, the FDIC issued
Butler Bank a cease and desist order in April 2009 citing, among other items, an inadequate level
of capital and an excessive volume of criticized assets. People’s United Bank (LACE Rated,
“B+”), a thrift located in Bridgeport, CT, assumed all deposits and essentially all of the failed
bank’s assets.

(Palatka, FL), a thrift with assets totaling $394 million
was operating under an OTS prompt corrective action directive issued March 1, 2010 and a cease
and desist issued November 13, 2009. In the fourth quarter of 2009, the thrift’s capital levels
declined to the point that it’s Tier 1 and total capital ratios amounted to negative 1.34%. As a
result, on March 1, the OTS ordered First Federal Bank of North Florida to recapitalize within
twenty days by merging with or being acquired by another financial institution. LACE Financial
rated the thrift “E” since the second quarter 2008 rating period and appeared on the IOC list four
times.

$ (Clermont, FL), a bank with approximately $90 million was closed by the
Florida Office of Financial Regulation. The bank became critically undercapitalized after it lost
95 percent of its equity capital in the fourth quarter of 2009. In a Prompt Corrective Action
Directive issued on February 5, the FDIC ordered AmericanFirst bank to raise enough capital to
be classified as adequately capitalized within thirty days.  Additionally, the bank’s
nonperforming assets jumped by 286 percent and 93 percent in the first and second quarters of
2009, respectively, resulting in total NPAs increasing from $2.02 million at year-end 2008 to
$17.11 million at year-end 2009. AmericanFirst Bank was rated “E” for four quarters and
appeared on the IOC list three times prior to its failure.

As has been the case with the majority of the bank failures over the past few years, &

! , a small bank based in Sterling Heights Michigan, had been operating under
an FDIC cease and desist order prior to its failure. The order, issued approximately five months
ago, covered the typical areas of concern, including, earnings, capital levels, and asset quality.
Over the second half of 2009, the bank’s equity capital deteriorated significantly, falling from
$3.8 million to $586,000. Additionally, Lakeside Community Bank had been consistently losing
money, reporting a net loss of $5.5 million and $5.4 million in 2009 and 2008, respectively.
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Lakeside Community Bank carried an “E” rating for nine consecutive quarters and appeared on
the LACE Institutions of Concern list twice. Since the FDIC could not find an institution to
acquire Lakeside Community Bank, checks are being mailed to insured depositors this morning.

(] ] #$ %& | ] L} ] ;
$ % 1) [$  [*+B&$!,[&BT, &SB!,
' .. /l-o/| 0o |00 (* ¢ <(
Riverside
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Florida
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Butler Bank | Lowell | MA | 268.0 | 16.64 2.10 2.80 |(3.41) E E E
AmericanFirst
Clermont | FL | 90.5 | 15.73 0.32 0.46 |(8.25) E E E
Bank
Lakeside Sterlin
Community TIE ML | 50.0 9.12 0.89 1.41 ((9.07) E E E
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Ben Stewart and Caleb Mooney — Financial Analysts
LACE Financial Corporation
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$ 9 $ 9 (Rockford, IL) was the largest bank closed on Friday with
approximately $3.77 billion in assets and 58 branches. The Rockford based bank carried a
LACE rating of “E” for six consecutive quarters prior to failure dating back to the September
2008 rating period and has appeared on the LACE Institutions of Concern list since the first
quarter of 2009. The institution was operating under an OCC cease and desist order issued in
June 2009, requiring the bank to increase capital. Amcore Bank’s poor financial condition can
be largely attributed to problems in the bank’s construction real estate portfolio, resulting in
continued losses and declining capital, ultimately driving Amcore into the significantly
undercapitalized category in the third and fourth quarter of 2009. Harris National Association of
Chicago, IL (LACE Rated, “B-"), assumed all of Amcore Bank’s deposits and essentially all of
the failed bank’s assets.

of Chicago, IL, an institution with four branches and $1.15 billion in assets was
closed by the Illinois Department of Financial and Professional Regulation last Friday.
Broadway Bank, which carried a LACE rating of “E” for seven consecutive quarters prior to
failure and appeared on the Institutions of Concern list four times, suffered from asset quality
problems, continued losses, and declining capital, becoming significantly undercapitalized in the
fourth quarter of 2009. In addition, the bank was issued a cease and desist order by the FDIC in
January 2010, citing issues with management, capital, allowance for loan and lease losses, and
concentrations in credit, among other items. The deposits and essentially all assets of the
Broadway Bank were acquired by MB Financial Bank, National Association, of Chicago, IL
(LACE Rated, “C-").

1 (Chicago, IL), an institution with $510 million in assets and three branches,
had been struggling with its loan portfolio since the beginning of 2008, and was especially hard
hit in the second quarter of 2009 as nonperforming assets doubled and equity capital was
diminished by thirty percent. Since that time, the bank’s equity capital continued to decline
significantly, leaving New Century Bank significantly undercapitalized at the end of 2009. In
February of this year, the FDIC issued New Century Bank a cease and desist order, requiring,
among other things, the bank to improve its capital ratios within ninety days. One option given
by the FDIC was for New Century Bank to eliminate “all or part of the assets classified “Loss” as
of December 31, 2008...” The bank had been rated “E” since the first quarter of 2008 and
appeared on the LACE Institutions of Concern list numerous times since that quarter. MB
Financial Bank, N.A. (LACE Rating, “C-") acquired New Century Bank’s deposits and agreed to
purchase its assets.
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z (Naperville, IL) a bank with assets totaling $437 million, founded in early
2007 was taken into receivership last week after its equity declined by 116 percent last quarter.
Wheatland was one of two remaining banks with negative equity as of year-end 2009, the other
being Independent Bankers’ Bank Bridge Bank, N.A., which was created to maintain the
operations of Independent Bankers’ Bank after its failure on December 18. Wheatland Bank,
like many of other failed banks, had poor asset quality and according to the Naperville Sun, the
bank recently sued its former director for improperly approving risky loans. As a result, in the
second quarter of 2009, the bank’s nonperforming assets increased from $1.59 million to $24.90
million. Subsequently, nonperforming loans continued to rise to $171.89 million, or 601 percent
of equity plus reserves at the time of failure. As expected, the bank had been operating under an
FDIC cease and desist order since this past December. Wheaton Bank & Trust Company (LACE
Rating, “C+”) assumed the failed bank’s deposits and agreed to purchase its assets.

& # " ( (Chicago, IL), with $205 million in assets, has been rated “E” for
three years and has been operating under an FDIC issued cease and desist order for
approximately six months prior to its failure. Over the past two years, the failed bank’s
nonperforming assets more than doubled and its equity capital had been trending downward by
as much as fifty-three percent per quarter. Lincoln Park Savings Bank’s cease and desist order
covered the gamut of unsafe/unsound banking practices from insufficient management and board
oversight to hazardous lending practices and “violating laws, rules, or regulations.” At the time
of failure, the bank was critically undercapitalized, had been losing money for at least two years,
and ranked in the fourth percentile of its peers in terms of liquidity. Northbrook Bank & Trust
Company (LACE Rating, “B-"), took over Lincoln Park Savings Bank’s deposits and reopened
its four branches on Saturday.

# ' r ) (Peotone, IL) was one of the smaller banks to fail last week
with assets totaling $136 million. The bank had been struggling since the fourth quarter of 2008
when its nonperforming assets increased by 127 percent and continued to increase for the
following nine months. Additionally, the bank’s equity capital declined steadily during 2009,
while it lost money each quarter, leaving Peotone Bank and Trust Company significantly
undercapitalized at the time of failure. The FDIC issued the bank a cease and desist order last
September and the bank had been rated “E” for five quarters and appeared on the Institutions of
Concern list three times. First Midwest Bank (LACE Rating, “C-") in Itasca, Illinois acquired
Peotone Bank and Trust Company’s deposits and reopened its two branches on Saturday under
the First Midwest Bank banner.

! 7" I ) , also of Chicago, IL, with a single branch and approximately
$77 million in assets was closed last Friday. The bank suffered from extremely poor asset
quality, negative earnings, and was significantly undercapitalized in the fourth quarter of 2009.

As such, the bank carried a LACE rating of “E” for sixteen quarters prior to failure and appeared
on the Institutions of Concern list multiple times. In addition, Citizens B&TC was issued two
cease and desist orders by the FDIC in September of 2009, citing issues with management, an
inadequate level of capital, and hazardous lending and lax collection practices, among other
items. Republic Bank of Chicago in Oak Brook, IL (LACE Rated, “E”) assumed the deposits of
the failed bank for a premium of 0.00013 percent. Citizens B&TC’s assets will remain with the
FDIC for later disposition.

Copyright 2010 LACE Financial Corporation 118 North Court Street Frederick, Maryland 21701
Tel.: 301.662.1011 Fax: 301.662.1458 www.lacefinancial.com inquiries@Ilacefinancial.com



& #BHe T (|
$ I$ 1) |$  [*+35&$!

¥ R ..

' .. Jl-o/] -0/ | -0/ -0/ (
Amcore Bank
National | Rockford | IL |3,769.18| 9.07 2.61 394 [(5.16)] E
Association
Broadway .
Chicago | IL |1,151.45| 19.63 2.86 327 [(6.10) E
Bank
New Century | ica00 | 1L | 509.69 | 23.91 | 270 334 |(246)| E
Bank
Wheatland

oy |Naperville| IL | 437.18 | 3557 | (1.30) | (1.67) |(856)| E

Lincoln Park

Savings Bank Chicago | IL |204.55 | 15.71 1.67 243 |(4.31) E

Peotone Bank
and Trust Peotone | IL | 136.23 | 12.69 2.79 4.16 |(4.79) E
Company

Citizens
B&TC of | Chicago | IL | 77.28 | 26.72 2.94 393 |(2.02)| E
Chicago

Ben Stewart and Caleb Mooney — Financial Analysts
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z 5 # * 9 (Mayaguez, PR) was the largest bank closed on Friday with $11.94
billion in assets. The bank was one of the first three Puerto Rican banks that failed (on Friday)
since the beginning of the banking crisis. The Mayaguez based bank carried a LACE rating of
“E” for seven consecutive quarters prior to failure dating back to the June 2008 rating period and
has appeared on the LACE Institutions of Concern list since the third quarter of 2008. The
institution was operating under an FDIC cease and desist order issued in May 2009, citing
concerns with management, loan policies and procedures, asset quality, and capital levels.
Banco Popular de Puerto Rico, Hato Rey, PR (LACE Rated, “E”), will assume approximately $9
billion in assets and all of Westenbank’s deposits accounts (excluding a portion of its $6.1 billion
in brokered deposits).” As of year-end 2009, the total brokered deposits of Westernbank
amounted to $6.13 billion.

5 (San Juan, PR), a bank with approximately $2.56 billion as of December 31, 2009
falled on April 30 after being rated “E” since the fourth quarter of 2007 and appearing on every
LACE Institutions of Concern list dating back to June 2009. Eurobank was issued a cease and
desist order by the FDIC in October of 2009, which required the bank to cease several unsafe
practices, improve asset quality, and to increase its capital ratios. The bank also failed to comply
with its March 2007 FDIC cease and desist order, which cited the institution’s inadequate
management and violation to banking laws and regulations. Eurobank continued its trend of
losing money with net losses of $70.97 million at year-end 2009. Oriental Bank and Trust, San
Juan, PR (LACE Rating “C-”), assumed all of Eurobank’s assets. The assuming institution
agreed to acquire only a portion of the $1.14 billion worth of brokered deposits.*

*8 # # *  (Hato Rey, PR), with $5.68 billion in assets, was closed last
Friday by the Office of the Commissioner of Financial Institutions of the Commonwealth of
Puerto Rico. R-G Premier had carried a LACE rating of “E” for nine consecutive quarters,
appearing on the last three Institutions of Concern lists. The bank’s failure can be mostly
attributed to poor asset quality and continued losses. The bank had been operating under an
FDIC cease and desist order as of October 23rd, 2009. The order cited issues with management,
excessive charge-offs, concentrations in credit, and outlined gradually increasing capital
requirements through June of 2010. All deposits, excluding certain brokered deposits, have been
acquired by Scotiabank de Puerto Rico, San Juan, PR (LACE Rated, “D”). As of March 30,
2010, R-G Premier reported total brokered deposits of $2.05 billion.

? Brokered deposits comprised 71 percent of Westernbank Puerto Rico’s total deposits in 4Q09
* Brokered deposits comprised 58 percent of Eurobank’s total deposits in 4Q09
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(Everett, WA), is one of the largest domestic banks to fail this year, with $3.6
billion in assets. The bank had been operating under an FDIC cease and desist order issued over
a year ago, on March 20, 2009. The order cites the bank for having inadequate capital levels,
liquidity, and reserves, as well as poor asset quality and earnings. Because of the above stated
reasons, Frontier Bank carried a LACE Rating of “E” for a year and a half and appeared on the
Institutions of Concern (I0C) list five times. In the first quarter of 2010, the bank’s brokered
deposits amounted to $315 million of its total deposits of $2.8 billion. According to the FDIC,
San Francisco based Union Bank, N.A. (LACE Rating, “B-"), assumed all of Frontier Bank’s
deposits, minus a portion of brokered deposits, which comprised 11.07% of total deposits in the
first quarter of 2010.

1 ) (Port Huron, MI), previously known as Citizens First Savings Bank, and, before
that, Citizens Federal Savings Bank, was rated “E” for nine consecutive quarters and appeared on
the IOC list for a full year prior to failing on April 30. The $1.7 billion institution, with twenty-
two branches, had been operating under an FDIC cease and desist order for slightly more than
two months largely due to its poor capitalization. In the first quarter of 2010, the bank’s Tier 1
and leverage capital ratios declined to (6.43%) and (4.89%), respectively. At the time of failure,
the bank’s brokered deposits comprised 21.56 percent of total deposits, a portion of which,
where not assumed by First Michigan Bank (LACE Rating, “NB”)’, which acquired the
remainder of CF Bancorp’s deposits and $870 million of its assets.

1 ) (Saint Louis, MO), with $187 million in assets and a single branch, was
shuttered last week after struggling with an eighteen-month trend of increasing loan
delinquencies, deteriorating capital levels, and mounting losses. According to the Saint Louis
Post Dispatch, the Missouri Department of Finance had been scrutinizing Champion Bank for
two years. For the preceding reasons, the bank had was rated “E” for a year and a half and
appeared on the IOC four times. The bank had been operating under an FDIC issued cease and
desist order since February of this year. BankLiberty (LACE Rating, “B”), a thrift in Liberty,
Missouri assumed Champion Bank’s deposits, with the exception of certain brokered deposits,
which comprised just 3.36 percent of total deposits at year-end 2009.

1 (Butler, MO), an institution with $52.2 million in assets, was closed last
Friday by the OCC. The bank carried a LACE rating of “E” for six consecutive quarters and has
appeared on the past three Institutions of Concern lists. Prior to failure, the bank suffered from
low capital levels, poor asset quality, and continued losses. The bank was issued a consent order
by the OCC in February 2009, citing issues with capital levels, reserves, liquidity management,
and asset quality. The bank failed to meet the requirement that Tier 1 capital be raised to equal
12% and 9% of risk-weighted and total assets, respectively, within 120 days of the order
issuance. All deposits have been acquired by Community First Bank, Butler, MO (LACE Rated,
“A”).

5 NB stands for new bank.
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Westernbank
Puerto Rico |Mayaguez| PR |11,938.18| 12.37 6.73 9.62 [(0.10)| E E E
R-G Premier
Bank of PR | Hato Rey | PR | 6,061.23 | 20.36 5.57 7.78 | (1.11) E E E
Frontier Bank| Everett | WA | 3,625.61 | 23.93 2.54 323 |(6.86)] E E E
Eurobank | SanJuan | PR 2,561.34| 9.98 4.24 7.13 |(2.57)] E E E
CF Bancorp |Port Huron| MI | 1,712.78 | 6.54 0.23 0.28 |(6.73) E E E
Champion
Bank Saint Louis| MO | 187.34 | 20.27 2.09 2.65 |(8.70) E E E
BC National
Banks Butler | MO | 67.16 8.68 1.84 348 1(9.74) E E E

Ben Stewart, Isabelle Nana, and Jeremy Sabine — Financial Analysts
LACE Financial Corporation
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# ! (San Diego, CA), while the largest bank to fail last week, was
still a relatively small bank with assets totaling $361 million. The bank was rated “E” for two
quarters prior to its failure last week. In December of 2009, the Federal Reserve Board ordered
the 1% Pacific Bank of California to improve its asset quality, raise capital, and address other
areas of concern. In the Fourth quarter of 2009, souring construction and land development
loans led to a fifty percent decline in capital, leaving the bank undercapitalized. City National
Bank (LACE Rating, “C-") based in Los Angeles took over the failed bank’s deposits, less a
portion of its $31 million in brokered deposits, and agreed to purchase 1% Pacific Bank of
California’s assets.

(Bonifay, FL), was significantly undercapitalized as of year-end 2009
following an eighteen month trend of equity losses, including a thirty-one percent drop in the
fourth quarter. The equity losses combined with significant increases in nonperforming assets
(NPAs) in the first two quarters of 2009 resulted in an NPA to equity plus reserves ratio of over
300 percent. LACE Financial rated The Bank of Bonifay “E” for nine consecutive quarters and
included the bank on the Institutions of Concern list consistently since the December 2007 rating
period. In the first quarter of 2009, the failed bank consented to an FDIC issued cease and desist
order - citing concerns with liquidity, asset quality, capital adequacy, earnings, and management.
First Federal Bank of Florida (LACE Rating, “B+”), a thrift with $833 million in assets, assumed
all of The Bank of Bonifay’s deposits and agreed to purchase approximately one third of its
assets.

$ (Mesa, AZ), was operating under two FDIC issued cease and desist
orders issued in early 2008 and February 2010 prior to failing on May 7. According to the
orders, the bank was weak in numerous areas, ranging from Board oversight to allowance for
loan and lease losses - ranking in the third percentile or lower for all LACE determinants.
Towne Bank of Arizona posted over $18 million in net losses in 2009 and consistently reported
significant equity losses since the fourth quarter of 2008. Because of its numerous problems,
Towne Bank of Arizona has been rated “E” for six quarters and appeared on the Institutions of
Concern List multiple times. Commerce Bank of Arizona, Inc. (LACE Rating, “B-"") assumed
all of the failed banks deposits except some of its brokered deposits, which totaled $25.7 million
or 22.7 percent of total deposits in the first quarter.

$ (Champlin, MN), with approximately $35 million in assets, was one of the smallest
banks to fail since 2007. The bank has been operating under an FDIC issued cease and desist
order since the fourth quarter of 2009 and has been rated “E” for eleven consecutive quarters.
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Access Bank has not been well capitalized by regulatory standards since the first quarter of 2009
and had been losing money and capital throughout 2009. Ultimately, a 61 percent decline in
equity reported in the fourth quarter left the bank critically undercapitalized with Tier 1 and
leverage capital ratios of 2.00 percent and 1.36 percent, respectively. Additionally, because of
its high concentrations of real estate loans, nonperforming assets jumped by thirty-three percent
in the fourth quarter, resulting in an NPAs to equity plus reserves ratio of 274.77 percent.
Prinsbank (LACE Rating, “B+”), headquartered in Prinsburg, Minnesota acquired all of Access
Bank’s deposits and agreed to purchase its assets.

& e R G R ;
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1* Pacific Bank )
of California |San Diego| CA [361.07| 4.59 3.18 3.77 ((4.07)] D E E

The Bank of

Bonifay Bonifay | FL |255.13| 13.72 2.54 3.72 | (3.11) E E E
Towne Bank of

Arizona Mesa AZ |127.52]| 27.59 5.29 6.32 |(13.91)] E E E

Access Bank | Champlin | MN | 35.56 | 10.94 1.36 2.00 [(7.82)] E E E

Ben Stewart, Senior Financial Analyst
LACE Financial Corporation
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1 ' r ) (Elmwood Park, IL), the only large bank to fail last week
with approximately $3.43 billion in assets, had been operating under a prompt corrective action
directive issued by the Federal Reserve Board on March 31 of this year. The enforcement action
required the bank to recapitalize or be acquired by another institution within forty-five days. The
failed bank had been rated “E” for three quarters, largely due to poor asset quality and substantial
capital deteriorations in the second and fourth quarters of 2009. The bank’s loan portfolio,
particularly construction and land development loans, had deteriorated significantly in 2009,
with NPAs increasing by as much as eighty-seven percent in the third quarter. Akron based
FirstMerit Bank, N.A. (LACE Rating, “B-"), assumed all of Midwest Bank and Trust Company’s
deposits, including approximately $438 million in brokered deposits. In addition, FirstMerit
Bank agreed to purchase essentially all of the failed bank’s assets, of which $2.27 billion is under
a loss-share agreement with the FDIC.

1 (Saint Marys, GA), had been operating under an FDIC issued cease
and desist order since mid-2009 and had been rated “E” for five quarters prior to its failure last
Friday. Satilla Community Bank showed weakness in all four LACE determinants, especially
asset quality and capital adequacy. The failed bank’s capital declined by up to forty-four percent
in each quarter of 2009 - ultimately leaving the bank undercapitalized by regulatory standards at
the time of failure. Satilla Community Bank’s nonperforming assets doubled in the fourth
quarter of 2009, driven by deteriorating real estate loans. Additionally, the bank posted a
cumulative loss of nearly $7 million and was heavily reliant on brokered deposits, which
comprised thirty-six percent of total deposits in the first quarter of 2010. Ameris Bank (LACE
Rating, “E”) in Moultrie Georgia acquired Satilla Community Bank’s deposits and essentially all
of the failed bank’s assets.

1 (Springfield, MO), with one branch and $125 million in assets,
had been rated “E” for a full year at the time of failure and appeared on the LACE Institutions of
Concern list three times. The bank was significantly undercapitalized and had been struggling
with poor asset quality since the first quarter of 2009 when NPAs increased by 358%, largely
due to increases in the construction and land development portfolio and the multifamily real
estate portfolio. Additionally, the failed bank lost approximately $5 million in 2009 and was
heavily funded by brokered deposits, comprising thirty-seven percent of total deposits.
Southwest Community Bank was not operating under any known enforcement actions at the time
of failure. Simmons First National Bank of Pine Bluff, AR (LACE Rating, “B+”) acquired all
deposits and essentially all assets of Southwest Community Bank.
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(Plymouth, MI), with approximately $114 million in assets and one branch,
was “E” rated for nine consecutive quarters prior to failure dating back to the December 2007
rating period and appeared on the LACE Institutions of Concern list four times. The bank was
operating under an FDIC cease and desist order issued in June of 2009 citing asset quality issues,
inadequate level of capital, hazardous lending and lax collection practices, among other items.
New Liberty Bank had been undercapitalized since the second quarter of 2009 and became
critically undercapitalized in the fourth quarter, with a leverage ratio of just 1.68%. As of March
31, 2010, brokered deposits comprised nearly ten percent of New Liberty’s total deposits. Bank
of Ann Arbor of Ann Arbor, MI, (LACE Rating, “B-"") assumed all of the failed bank’s deposits
and essentially all of the assets.

(1] #$% (1] & - ;
$ $ 1) 1) *+$ | &SI, | &B1, | &$1,
! -. /| o/ | -0/ o/ |-o/|* ((* * (
Midwest
Bank and Elmwood
Trust Park IL 3,426.70 8.50 5.10 341 (6.52) E E E
Company
Satilla Saint
Community GA 146.09 13.18 522 3.35 (4.45) E E E
Marys
Bank
Southwest
Community | Springfield | MO 124.51 11.71 3.52 2.06 (3.76) E E E
Bank
New
Liberty Plymouth MI 113.68 10.68 2.05 1.68 (3.33) E E E
Bank

Caleb Mooney and Ben Stewart - Financial Analysts

LACE Financial Corporation
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# (Saint Paul, MN), a small bank with approximately $61 million in assets and a
single location, was closed after its capital declined to negative levels. Pinehurst Bank carried a
LACE Rating of “E” for the past three quarters due to significant declines in equity beginning in
the second quarter of 2009 coupled with a 647 percent increase in nonperforming assets during
the same quarter. Furthermore, Pinehurst Bank posted a net loss of $5.2 million for 2009, largely
due to a customer’s check kiting scheme.® The bank, which appeared on the most recent LACE
Institutions of Concern List, had been operating under an FDIC cease and desist order since
March 24 of this year. The order called for Pinehurst Bank to have its management and staff
assessed, reduce assets classified as substandard, reduce commercial real estate loan
concentrations, and address its capital levels, in addition to other areas of concern. Coulee Bank
(LACE Rating, “B+”) in La Crosse, Wisconsin assumed all of the failed bank’s deposits (the
bank held no brokered deposits) and agreed to purchase its assets.

T #$% '] & w ( ;
$ $ 1) 1) *+ | &S, | &S, | &SI,
' .. /| -o/ | -0/ | -0/ |-ol |* (|* (* (
Pinehurst | Saint
Bank Paul MN 61.22 9.39 (0.88) (0.69) (7.87) E E E

Ben Stewart — Senior Financial Analyst
LACE Financial Corporation

®http://twincities.bizjournals.com/twincities/stories/2010/05/17/story2.html

Copyright 2010 LACE Financial Corporation 118 North Court Street Frederick, Maryland 21701
Tel.: 301.662.1011 Fax: 301.662.1458 www.lacefinancial.com inquiries@Ilacefinancial.com




LACE

Financial C'orp.

June 1, 2010

:,(

Everbank (1Q10 LACE Rating, “C+"), a large thrift based in Jacksonville, Florida assumed the
deposits (less a portion of brokered deposits) of Bank of Florida Corporation’s subsidiary banks:
B , B , and B™ )

. All three banks were critically undercapitalized at the time of failure, had been grappling
with deteriorating loan portfolios, and had been losing money for at least a year an a half.
Additionally, in March of this year, the FDIC issued all three banks prompt corrective action
directives instructing the banks to raise capital and submit capital restoration plans. Due to their
weak financial conditions, all three banks carried “E” ratings since December 2008 and appeared
on the June and December 2009 Institutions of Concern lists.

z of Las Vegas, NV, with assets totaling approximately $360.7 million and seven
branches, was operating under an FDIC cease and desist order issued in December 2009 and a
prompt corrective action directive issued in February 2010 at the time of failure. The bank
carried a LACE rating of “E” for five consecutive quarters, dating back to the December 2008
rating period, and appeared on the Institutions of Concern list three times prior to failure. Sun
West Bank’s financial problems largely stem from poor asset quality, primarily in its
construction, land, and land development portfolio, resulting in continued losses and declining
capital, ultimately driving the bank’s capital ratios into the critically undercapitalized category in
the first quarter of 2010. City National Bank of Los Angeles, CA (LACE Rated, “C-") assumed
all deposits, except a portion of brokered deposits, and essentially all assets of the failed bank.

8 1 g $ (Granite Bay, CA), an institution with three
branches and $102.9 million in assets, was closed on Friday by the Office of the Comptroller of
the Currency (OCC). The bank carried a LACE rating of “E” for five quarters prior to failure
and appeared on the Institutions of Concern list three times, as Granite Community suffered from
extremely poor asset quality, continued negative earnings and severe capital reductions in the
second and fourth quarters of 2009. The declining capital led the bank to be considered
undercapitalized by regulatory standards in the fourth quarter of 2009 and the first quarter of
2010. In addition to poor financials, Granite Community Bank was issued a formal agreement
with the OCC in July of 2008, requiring the bank to increase capital and liquidity, in addition to
writing a new business plan, among other items. Tri Counties Bank of Chico, CA (LACE
Rating, “B-") purchased essentially all of the failed bank’s assets and assumed all of Granite
Community Bank’s deposits.
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Total | NPAs/ | Tier 1 | Leverage 2Q09 | 3Q09 | 4Q09
Assets | Assets | Capital | Capital | ROA | LACE | LACE | LACE
Name City State | ($mil) | (%) (%) (%) (%) | Rating | Rating | Rating
Bank of
Florida — Naples FL | 647.1 | 1357 | (2.0 (1.6) 1137 E E E
Southwest
Bank of Fort
Florida — FL 599.5 10.99 2.2 1.6 (6.99) E E E
Lauderdale
Southeast
Bank of
Florida — Tampa FL 245.2 13.27 1.0 0.7 (7.24) E E E
Tampa Bay
S“];‘a‘n’\f“ Las Vegas | NV | 360.7 | 21.57 1.5 1.3 (4.90) E E E
Granite Granite
Community Bay CA 102.9 13.49 35 2.9 (1.30) E E E
Bank, N.A.

Ben Stewart and Caleb Mooney - Financial Analysts

LACE Financial Corporation
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Last Friday, regulators closed two banks and one thrift. The two banks, First National Bank and
Arcola Homestead Savings Bank were downgraded from “B” and “C,” respectively, to “E” on
the most recent bank Institutions of Concern list due to extreme capital depletion leaving the
banks with negative capital in the first quarter. Likewise, TierOne Bank appeared on the recent
thrift Institutions of Concern (IOC) list, though TierOne Bank had been rated “E” for eight
quarters prior to failure. See below for the institutions’ IOC write-ups.

oo+ (Lincoln, NE), with assets totaling $2.82 billion, maintained its “E” rating for the
Macrh 2010 rating period primarily due to poor asset quality, negative earnings, and declining
capital. TierOne Bank’s NPAs increased 18% over the first quarter to represent 19.61% of total
assets, compared to 16.37% in the fourth quarter of 2009. The thrift recorded a quarterly net loss
of $19.6 million, resulting in a negative annualized ROA of 2.78%. Total equity declined by
20% over the first quarter to total $79.6 million, compared to $99.2 million in the previous
quarter and $289.3 million in the year-ago period. The continued capital deteriorating resulted in
TierOne Bank becoming undercapitalized in the third quarter of 2009. Tier 1 and total risk-
based capital ratios for the first quarter stood at 3.58% and 4.86%, down from 4.13% and 5.41%
in December, respectively. TierOne Bank was issued a supervisory agreement with the OTS on
January 15, 2009, citing deficiencies in capital adequacy, asset quality, reserves, and
management. On March 31, 2010, the OTS issued a prompt corrective action directive,
requiring the thrift to recapitalize through a merger, acquisition, or sale prior to May 31, 2010.
TierOne Bank’s deposits were assumed by Sioux Falls based Great Western Bank (LACE
Rating, “B”)

(Rosedale, MS), a bank with total assets of $60.4 million, has been rated
“E” based on first quarter 2010 data that revealed extremely poor asset quality, negative capital
levels, and drastic losses in earnings. First National Bank posted a first quarter loss of $13.55
million, resulting in a negative return on assets of 72.53%, a major reversal from the 1.73% ROA
reported for year-end 2009. Capital decreased 131% to leave First National Bank critically
undercapitalized with Tier 1 and total capital to risk-weighted asset ratios both equaling negative
7.1%. Also of concern is the level of nonperforming assets, which comprise 21.18% of total
assets, and of which only 26% are covered by reserves. The Jefferson Bank (LACE Rating,
“B+”), in Fayette, Mississippi

$ " ( (Arcola, IL), a small bank with $17.0 million in assets, has
been downgraded from “C” to “E” for the first quarter 2010 rating period, due to negative equity,
deteriorating asset quality, and negative earnings. For the first quarter of 2010, Arcola
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Homestead Savings Bank reported a net loss of $619,000, which resulted in a negative
annualized return of assets of 13.87%. Consequently, the bank’s equity capital decreased 149%
in 1Q10, resulting in an equity capital of negative $1 million and a total risk-based capital ratio
of negative 11.5%. The bank’s nonperforming assets (NPAs) comprised 3.21% of total assets in
the first quarter. Arcola Homestead Savings Bank has been operating under two cease & desist
orders issued by the FDIC in June 2009 and in April 2010. The June 2009 order cited a number
of concerns including an excessive level of adversely classified loans, inadequate allowance for
loan and leases losses, and inadequate management and policies. The order issued on April 22,
2010 called for the bank to have and retain a qualified management, increase Tier 1 capital ratio
to at least 10%, decrease the level of delinquent loans, and increase loan loss reserves.
Regulators could not find an institution to take over Arcola Homestead Savings Bank’s
operations and, therefore, authorized the payout of insured deposits.

Total | NPAs/ | Tier 1 | Leverage 3Q09 | 4Q09 | 1Q10
Assets | Assets | Capital | Capital ROA | LACE | LACE | LACE
Name City State | ($mil) (%) (%) (%) (%) | Rating | Rating | Rating
Tgﬁ‘e Lincoln | NE |[2,824.7 | 19.61 | 3.58 NA | 278) | E E E
First
National | Rosedale | MS 60.4 21.18 | (7.10) (4.20) | (72.53) B B E
Bank
Arcola
Homestead | = s oot | IL | 170 | 321 |(11.50) | (640) |(1387)| B- C E
Savings
Bank

LACE

Financial Corp.
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June 14, 2010

- ( 3 (Seattle, WA), with assets totaling approximately $520.9

million, was operating under an FDIC cease and desist order issued in September 2009 and a
prompt corrective action directive issued in April 2010. The directive required the bank to either
sell enough shares/obligations to become adequately capitalized, or to be acquired or merge with
another depository institution within 30 day of the directive’s issuance. The bank carried a
LACE rating of “E” for five consecutive quarters, dating back to the December 2008 rating
period, and appeared on the Institutions of Concern list for those same five quarters prior to
failure. WFI Bank’s failure was largely due to poor asset quality, declining capital levels, and
continued losses. East West Bank of Pasadena, CA (LACE Rated, “B-") assumed all deposits,
including brokered deposits, and essentially all assets of the failed bank.

Total | NPAs/ | Tier 1 | Leverage 3Q09 | 4Q09 | 1Q10
Assets | Assets | Capital | Capital | ROA | LACE | LACE | LACE
Name City State | ($mil) (%) (%) (%) (%) | Rating | Rating | Rating
Washington
First
I . Seattle WA 520.9 17.34 2.1 1.8 (3.45) E E
nternational
Bank

Jeremy Sabine - Financial Analyst
LACE Financial Corporation
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losses, and poor construction and development loans.

- (

LACE

Financial C'orp.

(Reno, NV), with assets totaling approximately $492 million, was
operating under an FDIC cease and desist order issued in June 2009 and a prompt corrective
action directive issued in March 2010. The actions noted concerns with Nevada Security Bank’s
capital levels, asset quality, and liquidity. The bank carried a LACE rating of “E” for seven
consecutive quarters, and appeared on LACE Financial’s Institutions of Concern list for the past
three quarters. The bank failed largely due to sustained capital deterioration, a trend of net

Umpqua Bank of Roseburg, Oregon

(LACE Rated, “B-") assumed Nevada Security Bank’s deposits, less a portion of its $660 million

in brokered deposits.

Total | NPAs/ | Tier1 | Leverage 3Q09 4Q09 1Q10
Assets | Assets | Capital | Capital | ROA | LACE | LACE | LACE
Name | City | State | ($mil) (%) (%) (%) (%) | Rating | Rating | Rating
Nevada
Security | Reno | NV | 49249 | 16.08 2.85 2.16 (1.35) E E E

Bank

Ben Stewart — Vice President / Senior Financial Analyst
LACE Financial Corporation
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# (Englewood, FL) was the fourteenth Florida bank to fail this year. As such,
Florida retains the dubious honor of being the state with the highest number of bank failures in
2010, slightly higher than Illinois’ total of twelve. Peninsula Bank was one of forty-three banks
classified as critically undercapitalized in the first quarter of 2010, and one of twelve to report
negative capital levels during the same period. In addition to its lack of capital, Peninsula
Bank’s asset quality had been deteriorating as nonperforming assets increased by thirty-nine
percent and sixty-nine percent in the first quarter of 2010 and the third quarter of 2009,
respectively. As is often the case, Peninsula Bank’s nonperforming assets were heavily
concentrated in its construction and land development portfolio, though the bank reported loan
deterioration throughout its real estate portfolio. Predictably, the failed bank had been losing
money on a consistent basis — posting quarterly losses since the fourth quarter of 2008. On
November 20, 2009 the bank agreed to an FDIC issued cease and desist order covering numerous
areas of deficiency, including capital and management. The bank had been rated “E” since the
March 2008 rating period and appeared on LACE Financial’s Institutions of Concern list
throughout 2009 and into 2010. Premier American Bank (LACE Rating, “NB”), based in
Miami, agreed to acquire Peninsula Bank’s deposits, excluding some of the bank’s $693,000 in
brokered deposits.

(Savannah, GA) earned an “E” rating in the beginning of 2009 and retained
that rating until its failure last Friday. The bank had been grappling with its loan portfolio since
the fourth quarter of 2008, when its nonperforming assets began an upward trend with a thirty-
two percent increase. As was the case with Peninsula Bank, First national Bank’s loan
difficulties stemmed largely from its construction and land development portfolio. Additionally,
the bank’s equity capital declined by fifty-two percent in the first quarter of 2010 following a
twenty-four percent decline in the previous quarter. As a result, at the time of failure, First
National Bank was critically undercapitalized. An OCC cease and desist order, issued in
September of 2009, directed the First National Bank to increase capital levels as well as
addressing a slew of additional shortcomings. First National Bank’s four locations reopened as
The Savannah Bank, N.A. (LACE Rating, “B+”), which assumed the failed bank’s deposits, less
a portion of its $10 million in brokered deposits. First National Bank was listed on LACE
Financial’s three most recent Institutions of Concern lists.

( (Albuquerque, NV), a small bank with $83 million in assets and two
branches, was closed by regulators last week after the bank failed to meet capital requirements
set forth by an FDIC prompt corrective action directive issued in February of this year. Like
Peninsula Bank, High Desert State Bank had been rated “E” since the March 2008 rating period
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due to poor asset quality, capital deterioration, and continuous net losses. First American Bank
(LACE Rating, “B-”), based in Artesia, New Mexico, assumed High Desert State Bank’s
deposits, less a portion of its brokered deposits, and reopened its branches this morning.

Total | NPAs/ | Tier 1 | Leverage 3Q09 | 4Q09 | 1QI10
Assets | Assets | Capital | Capital | ROA | LACE | LACE | LACE
Name City State | ($mil) | (%) (%) (%) (%) | Rating | Rating | Rating
Peg;‘z?la Englewood | FL | 64426 | 30.59 | (1.83) | (1.40) | (5.06)| E E E
First
National Savannah GA | 25252 | 23.54 2.58 1.77 (2.17) E E E
Bank
High
DS‘:Z‘:: Albuquerque | NM | 82.95 | 3241 | 2.83 225 | (502)| E E E
Bank

Ben Stewart — Vice President / Senior Financial Analyst
LACE Financial Corporation
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On June 18, 2008, the Office of the Comptroller of the Currency (OCC) and

(Blackwell, Oklahoma) entered into a formal agreement relating to the bank’s asset
quality, credit concentrations, earnings and management. The failed bank had been rated “E”
since the second quarter 2008 rating period and appeared on LACE Financial’s most recent
Institutions of Concern list. The bank’s weak financial condition was largely due to poor asset
quality and weak or negative earnings. In the first quarter of 2010, the bank’s nonperforming
assets increased by $19.86 million, or 25 percent, while equity capital decreased by 72 percent,
leaving the bank significantly undercapitalized by regulatory standards. RCB Bank (LACE
Rating, “B”) based in Claremore, Oklahoma, reopened Home National Bank’s 15 branches on
Saturday morning and assumed its deposits with the exception of a portion of the failed bank’s
brokered deposits.

, one of two Baltimore based banking institutions to fail on July 9, was rated
“E” beginning in the first quarter of 2008 and retained that rating until its failure last Friday.
Additionally, Bay National Bank appeared on LACE’s two most recent Institutions of Concern
lists because of poor asset quality, capital deterioration, and negative earnings. As of March 31,
Bay National Bank’s capital declined by 52 percent leaving the bank critically undercapitalized
by regulatory standards with a leverage capital ratio of just 1.62 percent and a Tier 1 capital ratio
of 2.45 percent. In contrast, a well-capitalized bank will have a leverage capital ratio of at least 5
percent and a minimum Tier 1 capital ratio of 6 percent. According to Bay National Bank’s
website, the failed bank reopened as Bay Bank, FSB (not rated by LACE Financial).

> $ (Port Chester, NY), an institution with approximately $193 million in assets, carried
a LACE rating of “E” for six consecutive quarters prior to failure dating back to the December
2008 rating period, in addition to appearing on the Institutions of Concern list four times. The
bank reported extremely poor asset quality, primarily due to impaired loans in its commercial
and development real estate portfolio, resulting in continued negative income and declining
capital ratios. USA Bank became undercapitalized in the fourth quarter of 2009 and fell to the
critically undercapitalized category in the first quarter of 2010. The FDIC issued USA Bank a
cease and desist order in October of 2007 and a prompt corrective action directive in December
of 2009, requiring the bank to become adequately capitalized by regulatory standards within 30
days. New Century Bank (doing business as Customer’s 1* Bank) of Phoenixville, PA (LACE
Rating, “D”) acquired all of the failed bank’s deposits excluding certain brokered deposits and
essentially all of USA Bank’s assets. New Century Bank reopened the failed bank’s sole branch
on Saturday, retaining the USA Bank name.

3 " ( , a small thrift with $3 million in assets located in Baltimore, MD,
was closed by the Office of Thrift Supervision, following nine consecutive quarters of “E”
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ratings. The thrift suffered from poor asset quality, continued negative earnings, and declining
capital. The OTS issued Ideal, FSB a cease and desist order in August of 2008 and a Prompt
Corrective Action in March of 2010, both requiring the bank to seek a merger or acquisition.
The FDIC was unable to find a buyer for Ideal, FSB, and, as such, all insured funds have been
transferred to Manufactures and Traders Trust Company located in Baltimore, MD on a
temporary basis until July 24, 2010. The FDIC will mail checks to any remaining accounts after

July 24.
Brokered

Total | NPAs/ | Tier1 | Leverage Deposits/ | 3Q09 4Q09 1Q10

Assets | Assets | Capital Capital ROA | Deposits | LACE | LACE | LACE
Name City State | ($mil) (%) (%) (%) (%) (%) Rating | Rating | Rating
Home
National | Blackwell OK | 644.49 | 14.92 3.51 2.63 0.55 3.04 E E E
Bank
Bay
National | Baltimore MD | 282.17 9.42 2.45 1.62 (3.54) 0.87 E E E
Bank
USA
Bank Port Chester | NY | 193.30 | 33.74 2.21 1.66 (4.97) 5.22 E E E
Ideal
Federal | g ltimore | MD | 631 | 837 | 640 N/A | (140) | N/A E E E
Savings
Bank

Ben Stewart and Caleb Mooney

LACE Financial Corporation
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(Spartanburg, SC), an institution with total assets of $682.0
million, carried an “E” rating for seven consecutive quarters prior to failure, and was featured on
LACE’s four most recent Institutions of Concern lists. First National Bank’s failure was largely
attributable to poor asset quality, critical undercapitalization, and continued negative earnings.
First National Bancshares, the “E” rated holding company of First National Bank of the South,
has been operating under a written agreement with the Federal Reserve Board since June 5,
2009. The agreement required the institution to improve capital adequacy and to obtain written
approval from Federal Reserve Board before extending any debt and/or declaring or paying any
dividends or other distributions. Additionally, the Office of the Comptroller of the Currency
(OCC) issued First National Bank of the South a cease and desist order in April of 2009 citing
concerns with capitalization, management adequacy, and loan performance as well as a slew of
additional issues. NAFH National Bank, a newly chartered bank subsidiary of North American
Financial Holdings, located in Miami, FL, has assumed all deposit accounts, excluding certain
brokered deposits. All First National Bank of the South locations reopened as branches of
NAFH National Bank.

1 1 (Miami, FL), a state charted bank with approximately $442
million in assets was closed by state regulators. MetroBank carried a LACE Rating of “E” for
six consecutive quarters and appeared on LACE’s two latest Institutions of Concern lists. Since
December 2008 MetroBank has reported extremely poor asset quality, primarily due to impaired
loans in the construction and land development sector, which have resulted in continued losses
and declining capital ratios. Additionally, MetroBank reported high levels of brokered-deposits,
which comprised 14.06 percent of total deposits in the first quarter of 2010. MetroBank became
undercapitalized in the fourth quarter of 2009 and fell to the critically undercapitalized category
in the first quarter of 2010 when capital levels decreased by 74 percent, reducing Tier 1 and total
risk-based capital ratios to 2.2 percent and 3.5 percent from 7.2 percent and 8.5 percent in the
fourth quarter of 2009, respectively. The Federal Reserve Board issued a prompt corrective
action directive on June 10", 2010, requiring the bank to become adequately capitalized by
regulatory standards within thirty days. The Federal Deposit Insurance Corporation (FDIC) was
named Receiver, and all deposit accounts, excluding certain brokered deposits, have been
transferred to NAFH National Bank, Miami, FL.

z (Bluffton, SC), a thrift with $379.4 million in assets, carried a LACE_Rating
of “E” for four consecutive quarters prior to failure, during which time it also appeared on
LACE’s Institutions of Concern list. The thrift’s failure was largely due to increasing
nonperforming assets, capital deterioration, and net losses. Woodlands Bank had been operating
under an Office of Thrift Supervision (OTS) cease and desist order since July of 2009. Under
the cease and desist order, Woodlands Bank was required to improve its capital ratios, submit a
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business plan, discontinue land, land development, nonresidential real estate, and construction
loans, and strengthen underwriting standards and procedures in addition to addressing a plethora
of additional issues. Additionally, the thrift was issued a prompt corrective action directive on
March 11, 2010, with the requirement to recapitalize through a merger, acquisition, or sale
within ninety days of the order. Bank of the Ozarks (LACE Rating, “C+”) has assumed all of the
failed bank’s deposit accounts, excluding certain brokered deposits. All Woodlands Bank
locations reopened as Bank of the Ozarks branches.

The Office of Thrift Supervision closed ** 5 , a thrift based in Aventura, Florida,
with approximately $264 million in assets and four branch locations. The thrift was critically
undercapitalized and failed to meet the July 11 recapitalization deadline set forth in a prompt
corrective action directive issued by the OTS in June. According to the Palm Beach Post,
Turnberry Bank’s task of raising capital was particularly difficult because of its location off of
Florida’s coast. Investors have been particularly reticent to put money into banks in areas that
have been affected by the recent oil spill. Prior to its failure, Turnberry Bank had been rated “E”
for ten consecutive quarters and appeared on LACE Financial’s Institutions of Concern list four
times. The thrift’s poor financial position was due to poor asset quality — largely driven by
residential real estate loans — a trend of declining equity capital dating back to 4Q08, and net
losses dating back to year-end 2008. As was the case with First National Bank of the South and
MetroBank of Dade County, the recently chartered NAFH National Bank acquired Turnberry
Bank’s deposits.

+ 1) 1 , headquartered in Clewiston, FL, with $169 million in assets
and four locations was closed on Friday by the OTS. The thrift’s closure followed the issuance
of a supervisory agreement in October of 2009 and a prompt corrective action on June 24, 2010,
requiring the thrift to recapitalize in twenty days via a merger, acquisition, or sale. The failed
thrift carried a LACE rating of “E” for eight consecutive quarters and appeared on the
Institutions of Concern list six times, primarily due to poor asset quality, negative earnings, and
declining capital. CenterState Bank of Florida, National Association, located in Winter Haven,
FL, (LACE Rating, “B”) assumed all deposits and essentially all of the assets of the failed thrift.

1 " ( g (Hastings, MI), a thrift with approximately $97 million in
assets and two branches, held a LACE rating of “E” for eight consecutive quarters prior to failure
and appeared on the Institutions of Concern list five times. The institution suffered from
extremely poor asset quality, continued negative earnings, and a declining capital base. The
Office of Thrift Supervision issued MainStreet three separate orders: a supervisory agreement in
April of 2008, a cease and desist order in May of 2009, and a prompt corrective action in
December of 2009. Among other things, the orders cited issues with asset quality and placed
restrictions on growth and brokered deposits. In addition, the prompt corrective action gave
MainStreet until June 30, 2010 to recapitalize through a merger, acquisition, or sale.
Commercial Bank based in Alma, MI (LACE Rating, “C+”) assumed all deposits and essentially
all assets of the failed bank.

Copyright 2010 LACE Financial Corporation 118 North Court Street Frederick, Maryland 21701
Tel.: 301.662.1011 Fax: 301.662.1458 www.lacefinancial.com inquiries@Ilacefinancial.com



Ch Db

Brokered

Total | NPAs/ | Tier1 | Leverage Deposits/ | 3Q09 4Q09 1Q10

Assets | Assets | Capital | Capital ROA | Deposits | LACE | LACE | LACE
Name City State | ($mil) (%) (%) (%) (%) (%) Rating | Rating | Rating
First NB of
the Sou, | Spartanburg | SC | 681.99 | 19.65 | 2.76 1.92 | (3.10) | 2425 E E E
Metro
Bg‘;ﬁe"f Miami FL | 44233 | 13.82 | 2.16 145 | (8.14) | 14.06 E E E
County
Wo}g’grlinds Bluffon | SC | 37938 | 7.17 | 2.71 NA | (5.99) | 4.63 E E E
Tu};‘;‘;’i“y Aventura | FL | 263.94 | 13.76 | 5.50 N/A | (2.00)| 2.05 E E E
Olde
Cypress | Clowiston | FL | 168.65 | 1424 | 5.00 NA | (2.82)| 1033 E E E
Community
Bank
MainStreet
Savings Hastings MI 97.41 7.42 3.12 N/A (5.47) N/A E E E
Bank, FSB
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! ' r ) (Jasper, GA), with approximately $1.01 billion in assets
and eleven branches, was the largest institutions closed on Friday, July, 23, following six
consecutive quarters of “E” LACE ratings and appearing on the Institutions of Concern list
multiple times. The bank’s financial problems primarily stem from poor asset quality, driven by
delinquent loans in the commercial and development real estate portfolio. Consequently,
Crescent B&TC has posted continued declines in capital and failed to produce and income in
over two years. In addition, the institution was operating under a cease and desist order issued
by the FDIC in May of 2009 citing issues with the board of directors, management, capital,
reserves, inadequate liquidity provisions, and hazardous loan underwriting. Renasant Bank of
Tupelo, MS (LACE Rated, “C-") acquired all of the failed bank’s deposits, excluding certain
brokered deposits, and essentially all of the assets.

( located in Lantana, FL, an institution with approximately 408 million in assets
and six branches, carried a LACE rating of “E” dating back to the first quarter of 2009 and
appeared on the Institutions of Concern list twice. In the first quarter of 2010, Sterling Bank
reported a 43% increase in NPAs and a 51% decline in total equity, driving the bank into the
significantly undercapitalized category. The failed bank was operating under two orders from
the Federal Reserve Board, a written agreement issued in June of 2009 and a prompt corrective
action issued on June 10, 2010, which gave the bank 30 days to recapitalize. IBERIABANK of
Lafayette, LA (LACE Rated, “B+”) purchased essentially all of Sterling Bank’s assets and
assumed all of the failed bank’s deposits, excluding certain brokered deposits.

2 (Grants Pass, OR), an institution with total assets of $258 million, carried an
“E” rating for five consecutive quarters prior to failure, and was included on LACE’s four most
recent Institutions of Concern lists. First National Bank’s failure was largely attributable to poor
asset quality, and insufficient capital levels. On July 12th, Home Valley Bank was issued a
prompt corrective action directive by the Federal Reserve, which ordered the bank to be acquired
or merge with another institution within 30 days. South Valley Bank & Trust (LACE rating, “B-
), located in Klamath Falls, OR, has assumed all deposit accounts. All Home Valley Bank
locations reopened as branches of South Valley Bank & Trust.

> $ (Las Vegas, NV), a bank with $214 million in assets, carried a LACE
rating of “E” for seven consecutive quarters, also appearing on the five most recent Institutions
of Concern lists. SouthwestUSA Bank’s failure was largely due to poor asset quality, a trend of
negative earnings, and relatively low capital levels. The bank was issued a prompt corrective
action directive on May 7 requiring that it either sell enough shares/obligations to become
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adequately capitalized, or to be acquired by or merge with another institution. The FDIC had
previously issued a consent order on March 29, 2010 citing issues with capital adequacy,
liquidity management, high levels of nonperforming assets, and earnings retention. The order
required, among other things, that the bank raise Tier 1 and risk-based capital ratios to 8.0% and
12.0%, respectively, within 90 days of the order. Plaza Bank (LACE rating, “C+”), located in
Irvine, CA, has assumed all deposit accounts, excluding certain brokered deposits. All
SouthwestUSA Bank locations reopened as branches of Plaza Bank.

z 5 ( (Kingstree, SC) with $139 million in assets and five
branches was closed by the Office of the Comptroller of the Currency (OCC) on Friday. The
institution carried a LACE rating of “E” for seven quarters prior to failure and appeared on the
Institutions of Concern list twice, primarily due to poor asset quality, continued negative
earnings, and declining capital. Ultimately the bank became critically undercapitalized by
regulatory standards in the first quarter of 2010. Williamsburg First National Bank was also
operating under a formal agreement with the OCC since October of 2009, requiring the bank to
develop a strategic plan, maintain higher capital minimums, and placed restrictions on brokered
deposits, among other items. First Citizens Bank and Trust Company, Inc. of Columbia, SC
(LACE Rated, “C+”) acquired all deposits, excluding certain brokered deposits, and essentially
all of the assets of the failed bank.

1 (New Prague, MN), a bank with $109 million in assets, was rated
“E” for six consecutive quarters prior to failure, and appeared on LACE’s four most recent
Institutions of Concern lists. Community Security’s failure was mainly due to critical
undercapitalization, poor asset quality, and negative earnings. Community Security Bank had
been operating under an FDIC consent order since August 3, 2009. In the enforcement action,
the FDIC noted the bank’s insufficient management policies and procedures, as well as various
concerns about the bank’s financial condition. All deposits were transferred to Roundbank
(LACE rating, “B”), located in Waseca, MN. All Community Security Bank locations have
reopened as Roundbank branches.

' (Sylvan Grove, KS) was the smallest bank closed on Friday with only $33
million in assets and two branches. The failed bank, which became significantly
undercapitalized in the first quarter of 2010, carried a LACE rating of “E” for seven consecutive
quarters prior to failure and appeared on the most recent Institutions of Concern list. Thunder
Bank was operating under a written agreement with the Federal Reserve Board issued in March
of 2009, which, among other items, required the improvement of credit risk management,
development of a new capital and earnings plan, and placed restrictions on dividends. In
addition, the bank was issued a prompt corrective action on June 21, 2010, requiring the bank to
recapitalize in 30 days. The Bennington State Bank of Salina, KS (LACE Rated, “B”) assumed
all of the failed bank’s deposits, excluding certain brokered deposits, and purchased essentially
all assets.
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Ch %
Brokered
Total NPAs/ | Tier 1 | Leverage Deposits/ | 3Q09 | 4Q09 | 1QI10
Assets | Assets | Capital | Capital | ROA | Deposits | LACE | LACE | LACE
Name City State | ($mil) (%) (%) (%) (%) (%) Rating | Rating | Rating
Crescent
B&TC Jasper | GA | 1,011.54 | 1581 | 1.52 1.17 | (524)| 552 E E E
Sterling Bank Lantana FL 407.88 9.38 3.26 2.10 (5.47) 18.42 E E E
Home Valley | = Grants | 5 1 95705 | 823 | 670 | 528 |©072)| NA E E E
Bank Pass
SouthwestUSA | Las | v | 51404 | 3244 | 468 | 409 |57 | 1028 E E E
Bank Vegas
Williamsburg .
First NB Kingstree | SC 139.25 10.73 3.02 1.61 (6.38) 25.38 E E E
Community New
Security Bank Prague MN | 109.18 | 22.97 2.12 1.79 (6.46) 4.89 E E E
Sylvan
Thunder Bank Grove KS 32.59 3.33 3.19 3.02 (8.33) 28.64 E E E

Caleb Mooney and Jeremy Sabine
LACE Financial Corporation
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