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ATLANTIC CENTRAL BANKERS BANK

Our job is to help community banks compete more effectively. May 2010

ACBB’S FIRST QUARTER RESULTS

For the first quarter ending March 31, 2010, ACBB posted net income
of $563,518, which was down 2.6% for the same period for the prior
year, but 5.5% ahead of budget. Total assets at 3/31/10 came in at
$676MM which was 5.7% ahead of last year. The increase was
attributed to the large levels of DDAs we have which are fully insured
under FDIC’s TAG program. This is also why our leverage ratio is
7.54% while our total risk based capital is 15.78%. Since ACBB
renewed its participation in TAG, our leverage ratio will continue at
Financial its current level. Our Fed Funds  purchased position, $408MM, was
Reform also higher than budget, primarily due to the higher rate of .325% we

have been paying. We will continue to offer this premium rate
which should be viewed as one of the shareholder benefits we’re focusing on, versus paying
The New ‘Fed’ a hard dollar dividend. Asset quality improved slightly with an overall reduction in NPAs by
$930,000. Our view is that we will continue to see improvement in this area over the next
twelve months. Our loan portfolio at 3/31/10 was $281 MM, which is $5.4MM behind
budget. We are actively seeking loan participations now that we’ve made significant inroads
in reducing our overall CRE concentrations. [f you would like to check our appetite,
contact Bill Sayre at sayre@atlanticcentral.com or (717) 441-4714.

ACBPB’s First
Quarter Results

Annual Meeting

Please note we've reformatted our key ratios below to include additional ratios and key
trend lines. This information should be helpful and is also in the spirit of more information
for the new Correspondent Risk Guidance pronouncement.

Financial Information 3/31/2010
Net Income $563,518 | New format for Regulation F. ACBB’s
ALLL / Total Loans 3.71% | financial information will be posted on
ALLL / NPLs 72.27% r bsite ( atlanticcentral.com)
NPAs / Total Assets 3.27% our website : lcce o
CDs as a % of Total Funding 7.23% |and updated quarterly.
Texas Ratio 34.94%
Highline (12/31/2009) c+
Veribanc* (12/31/2009) Green
Ratio Trend Lines 3/31/2010 12/31/2009 9/30/2009 6/30/2009
Tier | Leverage 7.54% 7.26% 7.47% 7.61%
1400 Market Street Tier | Risk Based Capital 14.50% 14.30% 13.33% 12.68%
P.O. Box | 109 Total Risk Based Capital 15.78% 15.58% 14.61% 13.95%
e NPAs / Total Assets 3.27% 3.38% 4.01% 4.10%
Camp H"I"I (F)";‘ 17001- ALLL / Total Loans 371% 3.60% 2.98% 2.44%
Phone: 717.737.9335 * As provided by SNL Financial

Fax: 717.737.7975
www.atlanticcentral.com




ANNUAL MEETING WELCOMES NEW DIRECTORS
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Below are a few samples of monthly savings banks are experiencing in specific markets.

CENTRAL NJ
41% or $250.00
Monthly savings!

UPSTATE NY
26% or $491.00
Monthly savings!

NORTH CENTRAL PA
33% or $267.00
Monthly savings!

EASTERN PA
69% or $1692.00
Monthly savings!

SOUTHERN PA
27% or $287.00
Monthly savings!

Average Savings 39%!

For more information, please contact Brian Good at good@atlanticcentral.com or (717) 441-4516.
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FINAN CIAL REFORM Weritten by Jon Evans

The time for formal debate has finally come. Now that Dodd's 1,300 page plus bill has finally reached the
floor, what can we expect? One thing we can expect are a lot of amendments and ‘studies.’ Recently,
Donna Borak, a staff writer for the American Banker, wrote that the House version alone calls for 40
different studies. The studies would include: Implementation of the Volcker Rule; Effects of Proprietary
Trading; Exceptions to the Bank Holding Company Act (ILCs); and Contingent Capital for Nonbank
Financial Companies (Finally)! If | might be so bold, where is the study on capital and liquidity? How about
the GSEs? Where are these in the bill?

This bill is being positioned as protecting the consumer through a new agency (CPFA) or consortium of
agencies and ending the ‘too big to fail’ issue. I’'m all for consumer protection as well as ending the ‘too big
to fail’ quagmire, but let’s try and get it done the right way the first time.

How are we going to end ‘too big to fail’ when we don’t know how much capital is enough? How much
capital should a Goldman retain for its hedging and derivatives line of businesses? How much capital should
a bank retain for its off balance sheet instruments— especially if they are short term? Let’s also not forget
to exclude community banks from these same capital requirements.

Liquidity is another issue. If you get a chance, Google - Office of Inspector General, Material Loss
Reviews. These are reviews conducted anytime the FDIC fund incurs a loss of $25 million or more.
These reviews are great night- time reading and are very critical of the management of the failed bank as
well as the primary regulator. Liquidity, along with capital, was a huge factor in these failures and it
resonates time and time again. The riskier the profile of an institution, the more FDIC premiums they
should be assessed. This holds true whether the institution is asset or deposit based. Ve prefer the
latter because over 98% of our industry would benefit. (At press time this amendment had just been
approved).

How about the GSEs!? The Fed had to purchase 20% ($1.1 trillion) of all mortgage backed securities
guaranteed by Freddie and Fannie because of their precariously low capital levels and condition. Freddie
and Fannie, which received $126 billion from the federal government, could very well turn in to a $40
billion plus booboo which no one wants to discuss. Are we headed for more ‘covered bond’ transactions
like in Europe? Will the money center banks fill this role? I'm not sure who will keep the secondary
market flowing now that the Fed has stopped its purchases. If we want access of capital for Main Street
USA this function is critical for community banking.

Capital, liquidity, and the GSEs should be the foundation of financial reform. The reform must also
prevent the spreading of toxic paper. The vast majority of you who | have talked to speak out loudly
against the non-regulated entities who spread toxic risk, otherwise known as loans everyone knew that
shouldn’t have been made.

How about a new tax in the mortgage broker industry? Every time they close a loan, a special tax would
be assessed and continue to be assessed until they have demonstrated the ability to police their own
industry in order to weed out the worst practices. Think about it. If you take out the mortgage brokers
and handful of large institutions who spread toxic paper, we might not be in as severe a condition as we’re
in. Where is this study?

| also urge the two national banking trade associations to work on behalf of the best interests of the
industry. They only have two main issues you disagree on— ‘too big to fail'’ and FDIC premium assess-
ments. Agree to disagree on those two items and work together on ‘our’ behalf. Lobby together and
push for the studies which will result in real reform. This legislation will continue to be worked on for at
least the next year. We saw what happened with the credit unions when we didn’t do this. There are too
many potential ‘unintended consequences’ not to speak with one voice.
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THE NEW FED

Written by Jon Evans
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BITS NEWS

Please keep your eyes open for the BITS newsletter. Coming out soon! Contact Christian Ericson

for more information at (973) 474-1828 or christian.ericson@bitsnetwork.com.

Next Issue e Second Quarter Results
e Regulatory Update

e Reform Update

The December 31, 2009 Highline (formerly Sheshunoff) and LACE ratings have been updated on our website:
(see Agent Banks, ratings are at the bottom of the page). For those of you with access to

ACBBXNET, you can view the Ratings from the XNET Homepage. If you have any questions, please contact
Regina Malloy at 717-441-4617.
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