UBPR CASE STUDY

Two Community Banks

Same Banking Markets

Two Different Outcomes
Assumes CALL Report data was accurate



BANK A - SUMMARY

Adjusted Net Operating Income

Net Inc Attrib to Min Ints

Net income Adjusted Sub S
Net Income

Margin

Avg Earning Am 10 Avg Assels
Avg Int-Bearing Funds 10 Avg Assets
Int Inc (TE) to Avg Earn Assetls

Int Expense to Avg Earn Assets

Net Int Inc-TE to Avg Eam Assets

Loan & Lease Analysis:
Net Loss 10 Average Total LN&LS

of Net Losses (X)
LNE&LS Allowance to LN&LS Not HFS
LNE&LS A ce 1o Net L (X)
LN&LS Allowance 1o Total LN&LS
Total LN&L S-90+ Days Past Due

Capitaization

Cash Diidends o Net inc
w© income

Retained Earnings to Avg Total Equity

Rest+Nonac+RE Acq 1o Egcap+ALLL

Number of banks in Peer Group

PGS PCT
6.82 93
3.07 74
3.77 86
0.82 39
2.85 37
0.21 62

N/A N/A
1.56 88
0.00 66
0.00 N/A
1.55 88
1.10 81
1.19 84

0.00 N/A
1.01 B89
1.10 81

93.94 83
80.05 33

7.28 20
3.27 70
4.03 83
0.18 26

3in 80
1.21 53
15.59 81
1.21 54
0.11 83

0.81 32

1.04 45
27.89 S0
71.61 99

9.06 95
47.84 20

4.97 20
8.06 29
B8.22 83
7.95 77

10.30 78
10.12 84
17.27 81
773.716
107,978
12,109



BANK B - SUMMARY

Net Inc Attrib to Min Ints
Net Income Adjusted Sub S
Net Income

Margin Analysis:
Avg Earning Assets to Avg Assets
Avg Int-Bearing Funds 10 Avg Assels
Int Inc (TE) 10 Avg Earmn Assets

Int Expense 10 Avg Earn Assets

Net int Inc-TE to Avg Eam Assets

Lean & Lease Analysis:

Net Loss 10 Average Total LN&LS
Earnings Coverage of Net Losses (X)
LMN&LS Allowance o LN&LS Not HFS
LN&LS e to Net L )
LNALS Allowance to Total LN&LS
Total LN&LS-90+ D s Past Due

Number of banks in Peer Group

BANK PGS PCT
7.33 6.63 82
3.05 2.70 73
4.28 3.94 69
1.01 0.83 68
3.44 2.84 80
0.16 0.15 61

N/A NFA N/A
1.68 1.82 43
-0.01 0.00 16
N/A 0.00 N/A
1.67 1.81 42
118 1.26 44
1.31 1.33 51
N/A 0.00 N/A
1.15 1.17 48
1185 126 44

24.61 294.04 57

73.88 79.62 18
7.75 7.06 81
3.22 2.87 72
4.52 4.21 67
0.00 0.11 17

705.78 57.97 26
1.01 1.21 24
359.494 26.60 96
1.00 1.20 249
0.00 0.08 30
0.03 0.44 14
0.03 0.58 9
17.97 26.92 30
78.15 70.71 72
12,2100 2,02 92
8.82 39.93 22

10.15 7.37 68
o.z21 4.16 10

2312 10.13 87

47.06 11.64 95

20.31 12.34 79

80.13 59.71 71

132.39 36.94 93
44,015
3,978



GOING INTO THE GREAT RECESSION

Funds rate 12/07 = 4.25% Funds rate 12/08 = Zero-0.25%

 What is similar about these two banks:
— Profitable pre-crisis
— Stronger Net Interest Margins than peer — higher risk portfolios?
— Fast Growth
— Well Capitalized
 What is different about these two banks:
— Liquidity — Brokered CDs, Loan leverage, core deposits
— Loan Quality — Lower quality, higher charge-offs

— Overhead — one higher, yet somewhat offset with higher non-
interest income

* Now for the rest of the story......cccceeeuuvenennn..



