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FORWARD-LOOKING STATEMENTS

Customers Bancorp, Inc. (“ Customers Bancorp”), may from time to time make written or oral “forward-looking statements,” including statements
contained in Customers Bancorp’sfilings with the Securities and Exchange Commission (the "SEC") (including this Annual Report on Form 10-K
and the exhibits hereto and thereto), in its reports to shareholders and in other communications by Customers Bancorp, which are made in good
faith by Customers Bancorp pursuant to the “safe harbor” provisions of the Private Securities Litigation Reform Act of 1995.

These forward-looking statementsinclude statements with respect to Customers Bancorp’s beliefs, plans, objectives, goals, expectations,
anticipations, estimates and intentions, that are subject to significant risk and uncertainties, and are subject to change based on various factors
(some of which are beyond Customers Bancorp’s control). Thewords “believe,” “expect,” “may,” “will,” “should,” “plan,” “intend,” or “anticipate”
or the negative thereof or comparable terminology identify forward looking statements, which generally are not historical in nature. These forward-
looking statements are only predictions and estimates regarding future events and circumstances and involve known and unknown risks,
uncertainties and other factors, including the risks described under “ Risk Factors’ that may cause actual results, levels of activity, performance or
achievements to be materially different from any future results, levels of activity, performance or achievements expressed or implied by such
forward-looking statements. Thisinformation is based on various assumptions that may not prove to be correct.

In addition to the risks described in the “ Risk Factors” section of this Form 10-K, important factorsto consider and evaluate in such forward-
looking statements include:

. Changesin the external competitive market factors that might impact results of operations;

Changesin laws and regulations, including without limitation changesin capital requirements under the federal prompt corrective action
regulations;

Changes in business strategy or an inability to execute strategy due to the occurrence of unanticipated events,

Ability to identify potential candidates for, and consummate, acquisition or investment transactions;

Failure to complete any or all of the transactions described herein on the terms currently contempl ated;

Local, regional and national economic conditions and events and the impact they may have on Customers Bancorp and their customers,
Ability to attract deposits and other sources of liquidity;

Changesin the financial performance and/or condition of Customers Bancorp’s borrowers;

Changesin thelevel of non-performing and classified assets and charge-offs;

Changes in estimates of future |oan loss reserve requirements based upon the periodic review thereof under relevant regulatory and
accounting requirements;

Changes in Customers Bancorp’s capital structure resulting from future capital offerings or acquisitions;

. The integration of Customers Bancorp’s recent Federal Deposit Insurance Corporation (the "FDIC")-assisted acquisitions may present
unforeseen challenges;

. Inflation, interest rate, securities market and monetary fluctuations;

. The timely development and acceptance of new banking products and services and perceived overall value of these products and services
by users;

. Changesin consumer spending, borrowing and saving habits;

. Technological changes;

. The ability to increase market share and control expenses,

. Volatility in the credit and equity markets and its effect on the general economy;

. The effect of changes in accounting policies and practices, as may be adopted by the regulatory agencies, as well as the Public Company
Accounting Oversight Board, the Financial Accounting Standards Board and other accounting standard setters;

. The businesses of Customers Bancorp and subsidiaries, not integrating successfully or such integration being more difficult, time-
consuming or costly than expected;

. Material differencesin the actual financial results of merger and acquisition activities compared with expectations, such as with respect to
the full realization of anticipated cost savings and revenue enhancements within the expected time frame, including asto the merger;

. Revenues following the merger being lower than expected; and

. Deposit attrition, operating costs, customer loss and business disruption following the merger, including, without limitation, difficultiesin

maintai ning rel ationships with employees, being greater than expected.

These forward-looking statements are subject to significant uncertainties and contingencies, many of which are beyond the control of Customers
Bancorp. Although the expectations reflected in the forward-l1ooking statements are currently believed to be reasonable, future results, levels of
activity, performance or achievements cannot be guaranteed. Accordingly, there can be no assurance that actual results will meet expectations or
will not be materially lower than the results contemplated in this document




and the attachments hereto. Y ou are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of
this document or, in the case of documents referred to, the dates of those documents. Unless we state otherwise or the context otherwise requires,
referencesin this Form 10-K to “ Customers Bancorp” refer to Customers Bancorp, Inc., a Pennsylvaniacorporation. Referencesin this Form 10-K to
“Customers Bank” or the “Bank” refer to Customers Bank, a Pennsylvania state chartered bank and wholly-owned subsidiary of Customers
Bancorp. All share and per share information have been retrospectively restated to reflect the Reorganization (as defined below), including the one
for three consideration (i.e., each three shares of Customers Bank was exchanged for one share of Customers Bancorp) used in the

Reorganization. Unlesswe state otherwise or the context otherwise requires, referencesin this Form 10-K to “we,” “our,” “us” and the “Company”
refer to Customers Bancorp and its consolidated subsidiary for all periods on or after September 17, 2011 and Customers Bank for all periods before
September 17, 2011.




PART |
Item 1. Business
Business Summary

Customers Bancorp, through its wholly-owned subsidiary Customers Bank, provides financial products and servicesto small businesses, not-for-
profits and consumers through its fourteen branches in Southeastern Pennsylvania (Bucks, Berks, Chester and Delaware Counties), Rye, New Y ork
(Westchester County) and Hamilton, New Jersey (Mercer County). Customers Bank also provides liquidity to the mortgage market nationwide
through the operation of its mortgage warehouse business. At December 31, 2011, Customers Bancorp had total assets of $2.08 billion, including
net loans (including held for sale loans) of $1.50 hillion, total deposits of $1.58 billion and shareholders’ equity of $147.8 million.

Our strategic plan isto become aleading regional bank holding company through organic growth and value-added acquisitions. We differentiate
ourselves from our competitors through our focus on and understanding of the banking needs of small businesses, not-for-profits and consumers.
We will also focus on certain low-cost, low-risk specialty lending segments such as warehouse lending. Our lending isfunded by our branch
model, which seeks higher deposit levels than atypical branch, combined with lower branch operating expenses, without sacrificing exceptional
customer service. We also create franchise value through our disciplined approach to acquisitions, both in terms of identifying targets and
structuring transactions, including FDIC-assisted transactions of troubled financial institutions. Risk management practices are also an important
part of the strategies we initiate.

Our management team consists of experienced banking executives. The team isled by our Chairman and Chief Executive Officer Jay Sidhu, who
joined Customers Bank in June 2009. Mr. Sidhu brings 36 years of banking experience, including 20 years as the Chief Executive Officer and
Chairman of Sovereign Bancorp. In addition to Mr. Sidhu, most of the members of our current management team joined us following Mr. Sidhu’'s
arrival in 2009 and have extensive experience working together at Sovereign with Mr. Sidhu. This team has significant experience in building a
banking organization, in completing and integrating mergers and acquisitions, as well as devel oping existing valuable community and business
relationshipsin our core markets.

Background and History

Customers Bancorp was incorporated in Pennsylvaniain April 2010 to facilitate areorganization into a bank holding company structure pursuant to
which Customers Bank became awholly-owned subsidiary of Customers Bancorp (the “Reorganization™) on September 17, 2011. Pursuant to the
Reorganization, all of the issued and outstanding shares of Voting Common Stock and Class B Non-V oting Common Stock of Customers Bank were
exchanged on athree-to-one basis for shares of V oting Common Stock and Class B Non-V oting Common Stock, respectively, of Customers Bancorp
(i.e., each three shares of Customers Bank being exchanged for one share of Customers Bancorp). Customers Bancorp’s corporate headquarters are
located at 1015 Penn Avenue, Wyomissing, Pennsylvania 19610. The main telephone number is (610) 933-2000.

In December 2010, Customers Bank changed its name from New Century Bank. New Century Bank was incorporated in 1994 and is a Pennsylvania
state chartered bank and a member of the Federal Reserve System. New Century Bank commenced operationsin 1997. Customers Bank’s deposits
areinsured by the Federal Deposit I nsurance Corporation. Customers Bank's corporate headquarters are located at 99 Bridge Street, Phoenixville,
Pennsylvania 19460. The main telephone number is (610) 933-2000.




Our Markets
Market Criteria

Welook to grow organically aswell as through selective acquisitionsin our current and prospective markets. We believe thereis significant
opportunity to both enhance our presence in our current markets and enter new complementary markets that meet our objectives.

We focus on markets that we believe are characterized by some or al of the following:
o Population density
Concentration of business activity
Attractive deposit bases; large market share held by large banks
Advantageous competitive landscape that provides opportunity to achieve meaningful market presence
Lack of consolidation in the banking sector and corresponding opportunities for add-on transactions
Potential for economic growth over time
Management experience in the applicable markets

Current Markets

Our current markets are broadly defined as the greater Philadel phiaregion and Berks County in Pennsylvania, Mercer County, New Jersey and
Southeastern New Y ork. The table below describes certain key statistics regarding our presence in these markets as of June 30, 2011:

Deposit Market Deposits Deposit
Market Share Rank Offices (in millions) Market Share
Philadel phia-Camden-Wilmington, PA,
NJ, DE, MSA 27 8 $947.6 0.23%
Berks County, PA@) 9 6 2719 3.07
Mercer County, NJ 19 1 141.7 117
Westchester County, NY 26 1 170.7 0.37

(1) Includes deposits and offices of Berkshire Bank. See "Berkshire Bank Acquisition” below.

Source: FDIC Website as of June 30, 2011




We believe that these markets have highly attractive demographic, economic and competitive dynamics that are consistent with our objectives and
favorable to executing our organic growth and acquisition strategy. The table bel ow describes certain key demographic statistics regarding these
markets.

Market Environment

Top3
Competitor
Population Median Combined
Market Density Household  Household  Deposit
# of BusinessesPopulation  Current (#/sg. Population Growth Income ($) Income Market Share
Market Deposits ($bn)(thousands)  (millions) mi.) (%) (2000 to 2010) 2010 Growth (%) (%)
Philadelphia—
Camden —
Wilmington, PA-NJ 417.2 219 6.0 1,228.9 5.2 58,051 204 53
DE-MD
Berks, PA 8.8 14 0.4 482.0 10.5 54,769 22.5 59
Mercer, NJ 12.1 16 0.4 1,638.2 4.9 71,646 26.0 49
Westchester, NY  46.5 41 0.9 2,203.0 2.7 81,147 27.5 53
U.S. 88.0 10.4 50,227 19.1 33

Source: SNL Financial; Deposit data as of June 30, 2011




Prospective Markets

Our organic growth strategy focuses on expanding market sharein our existing and contiguous markets by generating deposits through
personalized service and taking advantage of technology and through our commercial, consumer and specialized lending products. Our acquisition
strategy primarily focuses on undervalued and troubled community banksin Pennsylvania, New Jersey, New Y ork, Maryland, Connecticut and
Delaware, where such acquisitions further our objectives and meet our critical success factors. Aswe evaluate potential acquisition opportunities,
we believe there are many banking institutions that continue to face credit challenges, capital constraints and liquidity issues and that |ack the scale
and management expertise to manage the increasing regul atory burden.

Our Competitive Strengths

o Experienced and respected management team. An integral element of our business strategy is to capitalize on and leverage the
prior experience of our executive management team. The management team isled by our Chairman and Chief Executive Officer, Jay
Sidhu, who is the former Chief Executive Officer and Chairman of Sovereign Bancorp. In addition to Mr. Sidhu, most of the
members of our current management team have extensive experience working together at Sovereign with Mr. Sidhu, including
Richard Ehst, President and Chief Operating Officer of Customers Bancorp, Warren Taylor, President of Community Banking for
Customers Bank, and Thomas Brugger, Chief Financial Officer of Customers Bancorp. During their tenure at Sovereign, the team
established a track record of producing strong financial results, integrating acquisitions, managing risk, working with regulators
and achieving organic growth and expense control. In addition, our warehouse lending group is led by Glenn Hedde, who brings
more than 23 years of experience in this sector. This team has significant experience in successfully building a banking
organization as well as existing valuable community and business relationshipsin our core markets.

e Unique Asset Generation Strategy. We focus on local market lending combined with relatively low-risk specialty lending
segments. Our local market asset generation provides consumer lending products, such as mortgage loans and home equity
loans. We have also established a multi-family and commercial real estate product line that is focused on the Mid-Atlantic
region. The strategy isto focus on refinancing existing loans with conservative underwriting and to keep costs low. Through the
multi-family and commercial real estate product, we earn interest income, fee income and generate commercial deposits. We also
maintain a specialty lending business, warehousing lending, which is a national business where we provide liquidity to non-
depository mortgage companies to fund their mortgage pipelines. Through the warehouse lending business, we earn interest
income and generate fees.

o Attractive risk profile. We have sought to maintain high asset quality and moderate credit risk by using conservative
underwriting standards and early identification of potential problem assets. We have also formed a special assets department to
both manage our covered assets portfolio and to review our other classified and non-performing assets. As shown below, over
30% of our loan portfolio has been subjected to acquisition accounting adjustments and, in some cases, is also subject to loss
sharing agreements with the FDIC (“L oss Sharing Agreements”):

o as of December 31, 2011, approximately 22.87% of our loans (by dollar amount) were acquired loans and all of those loans
were adjusted to their estimated fair values at the time of acquisition; and

o as of December 31, 2011, 8.32% of our loans and 45.74% of our other real estate owned (“OREQ”) (each by dollar amount)
were covered by a loss sharing arrangement with the FDIC in which the FDIC will reimburse us for 80% of our losses on
these assets.

Please refer to the Asset Quality disclosure and tables regarding legacy and acquired loans beginning on page 56 in the
"Management Discussion and Analysis" section.

e Superior Community Banking Model. We expect to drive organic growth by employing our “ concierge banking” strategy, which
provides specific relationship managers for all customers, delivering an appointment banking approach available 12 hours a day,
seven days a week. This allows us to provide services in a personalized, convenient and expeditious manner. This approach,
coupled with superior technology, including remote account opening, remote deposit capture and mobile banking, resultsin a
competitive advantage over larger institutions, which we believe contributes to the profitability of our franchise and allows us to
generate core deposits. Our “high tech, high touch,” model requires less staff and smaller branch locations to operate, thereby
significantly reducing our operating costs.

o Acquisition Expertise. The depth of our management team and their experience working together and successfully completing
acquisitions provides us with uniqueinsight in identifying and analyzing potential




markets and acquisition targets. Our team’s experience, which includes the acquisition and integration of over 30 institutions, as
well as numerous branch acquisitions, provides us a substantia advantage in pursuing and consummating future
acquisitions. Additionally, we believe our strengths in structuring transactions to limit our risk, our experience in the financial
reporting and regulatory process related to troubled bank acquisitions, and our ongoing risk management expertise, particularly in
problem loan workouts, collectively enable us to capitalize on the potential of the franchises we acquire. With our depth of
operational experience in connection with completing merger and acquisition transactions, we expect to be able to integrate and
reposition acquired franchises cost-efficiently and with a minimum disruption to customer relationships.

We believe our ability to operate efficiently is enhanced by our centralized management structure, our access to attractive labor and real estate
costsin our markets, and an infrastructure that is unencumbered by legacy systems. Furthermore, we anticipate additional expense synergiesfrom
the integration of our recent acquisitions, which we believe will enhance our financial performance.

Our Objectives and Strategies

Our strategic plan isto become aleading regional bank holding company through organic growth and value-added acquisitions. A key aspect of
our current business strategy is to foster acommunity-oriented culture where our customers and employees establish long-standing and mutually
beneficial relationships. We believe we can differentiate oursel ves through our focus on and understanding of the banking needs of small
businesses, not-for-profits, and consumers.

A central part of this strategy is generating core deposit customers to support growth of a strong and stable |oan portfolio. We believe we can
achieve this through exceptional convenience and pricing flexibility for deposits while remaining more responsive to our customers' needs and
providing ahigh level of personal and specialized service. Wewill strive for flexibility and responsivenessin operating and growing our franchise,
while maintaining tight internal controls and adhering to the following “ Critical Success Factors:”

e Talent - Attract, retain and develop a seasoned and innovative executive management team, experienced high-producing
rel ationship managers to accel erate organic growth and experienced business development officers;

o Profitability - Create a culture that focuses on profitability and delivering services in a cost-effective, efficient manner with the
goal of increasing our revenues significantly faster than our expenses,

e Superior Asset Quality - Develop and adhere to conservative underwriting policies while maintaining diversified portfolios of
earning assets and a conservative level of loan loss reserves;

o Risk Management - Manage other enterprise-wide risks, including minimizing interest rate risk through positioning the balance
sheet so as to not place directional speculation on interest rate movements; and

o Capital - Maintain an adequate capital cushion that insulates us from adverse economic climates.

Weintend to achieve our objectives under these guidelines by adhering to a combination of the following strategies:

o Organic growth through “High Touch, High Tech” Srategy. We focus our customer service efforts on relationship banking,
personalized service and the ability to quickly make credit and other business decisions. Relationship managers, available 12
hours a day, seven days aweek, are assigned for all customers, establishing a single point of contact for all issues and products.
This “concierge banking” approach allows Customers Bank to provide services in a convenient and expeditious manner,
delivered by experienced bankers, and enhances the overall customer experience, offering pricing flexibility, speed and
convenience. This approach is supplemented with sophisticated high technology services, such as remote deposit capture and
mobile banking, collectively creating “virtual branch banks.” We can open accounts at the location of the customer and remote
account opening is also available via our web site. To ensure functionality across the customer base, Customers Bank will not
only provide the technology, but also set up and train customers on how to benefit from this technology. We believe that the
combination of our “concierge banking” approach and creation of a more inexpensive network of “virtual” branches, which
require less staff and smaller branch locations, provides greater convenience and cost savings. We believe this allows us to
capture market share from and have a competitive advantage over larger institutions, which we expect will continue to contribute
to the profitability of our franchise and allows us to generate core deposits.

o Value-Added Acquisitions. We plan to take advantage of acquisition opportunities that will add immediate value to our core
franchise. Therecent U.S. recession and the related crisisin the financial servicesindustry present a unique opportunity for usto
execute our acquisition strategy. Many banks are trading at historically low multiples and are in need of capital at a time when
traditional sources of capital have diminished. The current weakness in the banking sector and the potential duration of any
recovery provide us with an opportunity to successfully execute our strategy. Our management team has a long history of
identifying targets, assessing and pricing risk and executing acquisitions. We believe our acquisition strategy will deliver
transactions that add substantial value while minimizing potential risks.




Acquisitions

Our acquisition strategy focuses on community banks, primarily in Pennsylvania, New Jersey, New Y ork, Maryland, Connecticut and

Delaware. We seek to achieve sufficient scale in each market that we enter by acquiring healthy, distressed, undercapitalized and

weakened banking institutions that have stable core deposit franchises, local market share, quantifiable risks or that are acquired from

the FDIC with federal assistance, and that offer synergies through add-on acquisitions, expense reduction and organic growth
opportunities. We al so seek to purchase assets and banking platforms, as well as assumptions of deposits from the FDIC and
possibly enter into |oss mitigation arrangements with the FDIC in connection with such purchases.

o Creative and Efficient Integration. We will seek to integrate acquired banks into our existing model, where our operational

strategies and systems will have already proven themselves in our core banking franchise. Our strategy includes maximizing
customer retention, improving on the products and services offered to new customers, and a seamless integration and conversion
focusing on achieving appropriate cost savings. As we grow our franchise, we will seek to capitalize on the existing goodwill,
customer loyalty and brand values. We intend to actively manage banks we acquire, integrate and reposition existing
management to maximize the use of their talents and evaluate the competitive models of our acquired franchises to determine how
best our overall company can profit from the strongest features of each business.

Lending initiatives focused on small business and specialty lending. We maintain a specialty lending line, warehouse lending,
that is relatively low risk and low cost. Warehouse lending is a national business where we provide liquidity to non-depository
mortgage companies to fund their mortgage pipelines. We have also established a multi-family and commercia real estate
segment that is focused in the Mid-Atlantic region, which targets the refinancing of existing loans utilizing conservative
underwriting standards.

Expand fee-based services and products. We will provide fee-based services for core retail and small business customers
including cash management, deposit services, merchant services and asset management. We are working with vendors to expand
our suite of fee-based services. Our management team has significant experience in building these capabilities and creating sales
processes to increase fee revenue.

Maintain strong risk management culture. We are very focused on maintaining a strong risk management culture. We employ
conservative underwriting in our lending, with aloan committee chaired by our Chief Credit Officer. The Bank's Risk Management
Committee performs an independent review of all risks at Customers Bank, and Customers Bank's Management Risk Committee,
chaired by the Head of Enterprise Risk Management, reviews all risks. We intend to maintain strong capital levels and utilize our
investment portfolio to primarily manage liquidity and interest rate risk.

Since July 2010, we have completed three acquisitions, two of which were FDIC-assisted transactions. We believe we have structured acquisitions
that limit our credit risk, which has positioned us for attractive risk-adjusted returns. A summary of these acquisitions appears below.

Berkshire Bancorp Acquisition

On September 17, 2011, Customers Bancorp acquired Berkshire Bancorp, Inc. and its subsidiary Berkshire Bank. Berkshire Bancorp served Berks
County, Pennsylvaniathrough five branches. On the closing date, Berkshire Bancorp had total assets of approximately $132.5 million, including
total loans of $98.4 million, and total liahilities of approximately $122.8 million, including total deposits of $121.9 million. Under the terms of the
merger agreement, each outstanding share of Berkshire Bancorp common stock was exchanged for 0.1534 shares of Customers Bancorp’s Voting
Common Stock, resulting in the issuance of 623,686 shares of Customers Bancorp’s Voting Common Stock. Thetotal purchase price was
approximately $11.3 million, representing a price to tangible book value of Berkshire Bancorp common stock of 1.25%. This transaction was
immediately accretive to earnings.

In addition, as part of the transaction, Customers Bancorp exchanged shares of its preferred stock for the preferred stock that was issued by
Berkshire Bancorp as part of the U.S. Treasury’s Troubled Asset Relief Program. Those shares were subsequently redeemed. In addition, warrants
to purchase shares of Berkshire Bancorp common stock were converted into warrants to purchase shares of Customers Bancorp's Voting Common

Stock.

Berkshire Bancorp’s operating results are included in our financial results from the date of acquisition, September 17, 2011, through December 31,

2011




FDIC-Assisted Transactions
Acquisition of USA Bank

On July 9, 2010, Customers Bank acquired substantially all of the assets and assumed all of the non-brokered deposits and substantially all other
liabilities of USA Bank from the FDIC, asreceiver. The transaction consisted of assetswith afair value of $221.1 million, including $124.7 million of
loans (with a corresponding unpaid principal balance (“UPB”), of $153.6 million), a$22.7 million FDIC |oss sharing receivable and $3.4 million of
foreclosed assets. Liabilitieswith afair value of $202.1 million were also assumed, including $179.3 million of non-brokered deposits. Customers
Bank also received cash consideration from the FDIC of $25.6 million. Furthermore, Customers Bank recognized a bargain purchase gain before
taxes of $28.2 million, which represented 12.2% of the fair value of the total assets acquired.

Concurrently with the acquisition of USA Bank, the FDIC agreed to absorb a portion of all future credit losses and workout expenses through L oss
Sharing Agreements that cover certain legacy assets, including the entire loan portfolio and OREO. At July 9, 2010, the covered assets consisted of
assets with abook value of $126.7 million. Thetotal UPB of the covered assets at July 9, 2010 was $159.2 million. Customers Bank acquired other
USA Bank assetsthat are not covered by the L oss Sharing Agreements with the FDIC, including cash and certain investment securities purchased
at fair market value. The Loss Sharing Agreements do not apply to subsequently acquired, purchased or originated assets. Customers Bank
entered into this transaction to expand its franchise into alucrative new market, accrete its book value per share and add significant capital.

Pursuant to the terms of the L oss Sharing Agreements, the FDIC will reimburse Customers Bank for 80% of |osses, cal culated, in each case, based
on UPB plus certain interest and expenses. Customers Bank will reimburse the FDIC for its share of recoveries with respect to losses for which the
FDIC has paid Customers Bank in reimbursement under the L oss Sharing Agreements.

Customers Bank has received an aggregate of $14.4 million from the FDIC in reimbursements under the L oss Sharing Agreements for claims filed for
losses incurred through December 31, 2011.

Acquisition of SN Bank

On September 17, 2010, Customers Bank acquired substantially all of the assets and assumed all of the non-brokered deposits and substantially all
other liabilities of ISN Bank from the FDIC, asreceiver. The transaction consisted of assets with afair value of $83.9 million, including $51.3 million
of loans (with a corresponding UPB of $58.2 million), a$5.6 million FDIC loss sharing receivable and $1.2 million of foreclosed assets. Liabilitieswith
afair value of $75.8 million were aso assumed, including $71.9 million of non-brokered deposits. Customers Bank received cash consideration from
the FDIC of $5.9 million. Furthermore, Customers Bank recognized a bargain purchase gain before taxes of $12.1 million, which represented 14.4% of
thefair value of thetotal assets acquired.

Concurrently with the acquisition of 1SN Bank, the FDIC agreed to absorb a portion of all future credit losses and workout expenses through L oss
Sharing Agreementsthat cover certain legacy assets, including the entire loan portfolio and OREO. At September 17, 2010, the covered assets
consisted of assets with abook value of $52.6 million. The total UPB of the covered assets at September 17, 2010 was $58.2 million. Customers Bank
acquired other ISN Bank assets that are not covered by the L oss Sharing Agreements with the FDIC including cash, certain investment securities
purchased at fair market value and other tangible assets. The L oss Sharing Agreements do not apply to subsequently acquired, purchased or
originated assets. Customers Bank entered into this transaction to enhance book val ue per share, add capital and enter the New Jersey marketin a
more efficient manner than de novo expansion. Pursuant to the terms of the L oss Sharing Agreements, the FDIC will reimburse Customers Bank for
80% of losses, calculated, in each case, based on UPB plus certain interest and expenses. Customers Bank will reimburse the FDIC for its share of
recoveries with respect to losses for which the FDIC has paid Customers Bank in reimbursement under the L oss Sharing Agreements.

Customers Bank has received an aggregate of $4.2 million from the FDIC in reimbursements under the ISN Loss Sharing Agreements for claimsfiled
for lossesincurred through December 31, 2011.

In accordance with the guidance provided in SEC Staff Accounting Bulletin Topic 1.K, Financial Statements of Acquired Troubled Financial
Institutions (“SAB 1: K”) and arequest for relief granted by the SEC, historical financial information of USA Bank and ISN Bank has been omitted
from this Form 10-K. Relief is provided under certain circumstances, including transactions such as the acquisitions of USA Bank and ISN Bank in
which an institution engages in an acquisition of atroubled financial institution for which audited financial statements are not reasonably available
and in which federal assistance isan essential and significant part of the transaction.

Acquisition of Loan Portfolios

On August 6, 2010, we purchased from Tammac Holding Corporation (" Tammac") a$105.8 million manufactured housing loan portfolio for a
purchase price of $105.8 million. On September 30, 2011, we purchased from Tammac $19.3 million of manufactured housing loans and a 1.50%
interest only strip security with an estimated value of $3 million secured by a pool of $70 million of loans originated by Tammac. Thetotal purchase
price for these assets was $13 million. These purchases and other similar portfolio porchases made by usin recent periods were opportunistic
purchases and may not be indicative of future strategies or purchases.

Products

We offer abroad range of traditional banking products and financial servicesto our commercial and consumer customersin






Suburban Philadel phia, Pennsylvania, Central New Jersey and Southeastern New Y ork. We offer an array of lending productsto cater to our
customers' needs, including small business |oans, mortgage warehouse loans, multi-family and commercial real estate loans, residential mortgage
loans and consumer loans. We also offer traditional depository products, including commercial and consumer checking accounts, non-interest-
bearing demand accounts, money market deposit accounts, savings accounts and time deposit accounts and cash management services.

Lending Activities

We focus our lending efforts to the following lending areas:
o Commercial Lending — includes business, small business and multi-family and commercial real estate lending
o Specialty Lending — Warehouse lending
e Consumer Lending — Local market mortgage lending and home equity lending

Our existing lending relationships are primarily with small businesses, not-for-profits and consumersin Berks, Chester and Delaware Countiesin
Pennsylvania, Westchester County in New Y ork, Fairfield County in Connecticut, Bergen County in New Jersey and to alesser extent in
surrounding markets. We also provide warehouse financing nationwide and multi-family lending in the Mid-Atlantic states. Our lending strategies
focus on the following key segments:

Commercial Lending

The Bank’s commercial lending is segmented into three distinct groups: multi-family and commercial real estate, business banking and small
business banking. This segmentation is designed to allow for greater resource deployment, higher standards of risk management, strong asset
quality, lower interest rate risk and higher productivity levels.

The business banking lending group focuses on companies with annual revenues ranging from $5.0 million to $20.0 million, which typically have
credit requirements between $500,000 and $2.0 million.

The small business banking platform originates loans, including Small Business Administration loans, through the branch network salesforce and a
team of dedicated small business relationship managers. The support administration of the platform for this segment is centralized, including risk
management, product management, marketing, performance tracking and overall strategy. Credit and sales training has been established for our
salesforce, ensuring we have small business experts in place providing appropriate financial solutionsto the small business ownersin our
communities. A segmentation approach focuses on industries that offer us high asset quality and are deposit rich to drive profitability.

The goal of our multi-family lending group isto build a portfolio of high quality multi-family and commercial real estate loans within our covered
markets, while cross selling our other products and services. This business line primarily focuses on refinancing existing loans, using conservative
underwriting. The primary collateral for these loansisafirst lien mortgage on the multi-family property, plus an assignment of all leasesrelated to
such property. During the year ended December 31, 2011, we originated and closed $121.5 million of multi-family loans commitments.

As of December 31, 2011, we had $536.9 million in commercial |oans outstanding, comprising approximately 35.3% of our total loan portfolio (which
includesloans held for sale). During the year ended December 31, 2011, we originated and closed $167.7 million of commercial loans and
commitments.

Specialty Lending

In 2009, we established a warehouse lending business, which provides financing to mortgage bankers for residential mortgage originations from
loan closing until salein the secondary market. Many providers of liquidity in this segment exited the business in 2007-2008 during the period of
excessive market turmoil. There is an opportunity to provide liquidity to this segment at attractive spreads. Thereis also opportunity to attract
escrow deposits and to generate feeincomein thisbusiness. To date, there have been no losses in warehouse lending.

The goal of the warehouse group isto provide liquidity to mortgage companies. These facilities are used by mortgage companies to fund their
pipelines from closing of individual mortgage loans until their sale into the secondary market. Most of the loans are insured or guaranteed by the
U.S. government through one of their programs such as FHA, VA, or are conventional loans eligible for sale to Fannie Mae and Freddie Mac. The
strategy isto stay focused on providing the financing in the lowest risk segmentsin this business. Most of the revenue is derived from the interest
income earned on the mortgage warehouse loans, but the business also generates fee income and deposits. We expect moderate growth in
commitmentsin thisbusinessin 2012.

Asof December 31, 2011, loansin our warehouse lending portfolio as well asloans held for sale totaled $794.3 million outstanding, comprising
approximately 52.3% of our total loan portfolio (which includesloans held for sale). During the year ended December 31, 2011, we funded $7.7
billion of mortgage |oans under warehouse facilities.

Management will assess other lending businesses in the future but will make sure that they are aligned with the Bank's critical success factors and
strategic objectives.
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Consumer Lending

We plan to expand our product offeringsin real estate secured consumer lending. We will not offer indirect automobile loans, unsecured |oans or
credit cards. Initially, we will provide home equity and residential mortgage loans to customers. Underwriting standards for home equity lending will
be conservative, focusing on FICO scores 720 and higher, and lending will be offered to solidify customer relationships and grow relationship
revenuesin thelong term. Thislending isimportant in our effortsto grow total relationship revenues for our consumer househol ds.

Asof December 31, 2011, we had $186.7 million in consumer loans outstanding, comprising 13.9% of our total loan portfolio (which includes|oans
held for sale). During the year ended December 31, 2011, we originated and closed $10.1 million of consumer loans.

Deposit Products and Other Funding Sources

We offer avariety of deposit productsto our customers, including checking accounts, savings accounts, money market accounts and other deposit
accounts, including fixed-rate, fixed-maturity retail time deposits ranging in terms from 30 daysto five years, individual retirement accounts, and
non-retail time deposits consisting of jumbo certificates greater than or equal to $100,000. As of December 31, 2011, our deposit portfolio was
comprised of 54.9% of core deposits.

We intend to continue our effortsto attract deposits from our business |ending relationships to maintain our low cost of funds and improve our net
interest margin.

Deposit flows are significantly influenced by general and local economic conditions, changesin prevailing interest rates, internal pricing decisions
and competition. Our deposits are primarily obtained from areas surrounding our banking centers. To attract and retain deposits, werely on
providing quality service and introducing new products and services that meet our customers' needs.

Financial Products and Services

In addition to traditional banking activities, we provide other financial servicesto our customers, including: internet banking, wire transfers,
electronic bill payment, lock box services, remote deposit capture services, courier services, merchant processing services, cash vault, controlled
disbursements, positive pay and cash management services (including account reconciliation, collections and sweep accounts).

Competition

Customers Bank competes with other financial institutions for deposit and |oan business. Competitorsinclude other commercial banks, savings
banks, savings and |oan associations, insurance companies, securities brokerage firms, credit unions, finance companies, mutual funds, money
market funds, and certain government agencies. Financial institutions compete principally on the quality of the services rendered, interest rates
offered on deposit products, interest rates charged on loans, fees and service charges, the convenience of banking office locations and hours of
operation, and in the consideration of larger commercial borrowers, lending limits.

Many competitors are significantly larger than Customers Bank, and have significantly greater financial resources, personnel and locations from
which to conduct business. In addition, Customers Bank is subject to regulation, while certain of its competitors are not. Non-regul ated companies
facerelatively few barriersto entry into the financial servicesindustry. Customers Bank’s larger competitors enjoy greater name recognition and
greater resources to finance wide ranging advertising campaigns. Customers Bank competes for business principally on the basis of high quality,
personal service to customers, customer access to Customers Bank’s decision makers, and competitive interest and fee structure. Customers Bank
also strives to provide maximum convenience of access to services by employing innovative delivery vehicles such asinternet banking, and
convenience of availability of banking representatives.

Customers Bank’s current market is primarily served by large national and regional banks, with afew larger institutions capturing more than 50% of
the deposit market share. Customers Bank’s large competitors utilize expensive, branch-based models to sell productsto consumers and small
businesses, which requires our larger competitorsto price their products with wider margins and charge more feesto justify their higher expense
base. While maintaining physical branch locations remains an important component of Customers Bank's strategy, Customers Bank utilizes an
operating model with fewer and less expensive locations, thereby lowering overhead costs and allowing for greater pricing flexibility.
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Employees

Asof December 31, 2011, Customers Bank had 205 full-time and 8 part-time employees.

SUPERVISION AND REGULATION
General

We are subject to extensive regulation, examination and supervision by the Pennsylvania Banking Department and, as a member of the Federal
Reserve System, by the Board of Governors of the Federal Reserve System (the “ Federal Reserve Board”). Federal and state banking laws and
regulations govern, among other things, the scope of a bank’s business, the investments a bank may make, the reserves against deposits a bank
must maintain, terms of deposit accounts, loans a bank makes, the interest rates a bank charges and collateral a bank takes, the activities of a bank
with respect to mergers and consolidations and the establishment of branches.

Pennsylvania Banking Laws

Pennsylvaniabanks that are Federal Reserve members may establish new offices only after approval by the Pennsylvania Banking Department and
the Federal Reserve Board. Approval by these regulators can be subject to avariety of factors, including the convenience and needs of the
community, whether the institution is sufficiently capitalized and well managed, issues of safety and soundness, the institution’s record of meeting
the credit needs of its community, whether there are significant supervisory concerns with respect to the institution or affiliated organizations, and
whether any financial or other business arrangement, direct or indirect, involving the proposed branch and bank “insiders” (directors, officers,
employees and 10%-or-greater shareholders) involves terms and conditions more favorable to the insiders than would be available in a comparable
transaction with unrelated parties.

Under the Pennsylvania Banking Code, we are permitted to branch throughout Pennsylvania. Pennsylvanialaw also provides Pennsylvania state
chartered institutions el ective parity with the power of national banks, federal thrifts, and state-chartered institutionsin other states as authorized
by the FDIC, subject to arequired notice to the Pennsylvania Banking Department. The Pennsylvania Banking Code also imposes restrictions on
payment of dividends, aswell as minimum capital requirements.

Interstate Branching. Federal law allowsthe Federal Reserve and FDIC, and the Pennsylvania Banking Code allows the Pennsylvania Banking
Department, to approve an application by a state banking institution to acquire interstate branches. For more information on federal law, see the
discussion under “Federal Banking Laws — Interstate Branching” that follows.

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

In April 2008, Banking Regulatorsin the States of New Jersey, New Y ork, and Pennsylvania entered into aMemorandum of Understanding (the
“Interstate MOU”) to clarify their respective roles, as home and host state regulators, regarding interstate branching activity on aregional basis
pursuant to the Riegle-Neal Amendments Act of 1997. The Interstate MOU establishes the regulatory responsibilities of the respective state
banking regulators regarding bank regulatory examinations and is intended to reduce the regulatory burden on state chartered banks branching
within the region by eliminating duplicative host state compliance exams.

Under the Interstate MOU, the activities of branches we established in New Jersey or New Y ork would be governed by Pennsylvania state law to
the same extent that federal law governs the activities of the branch of an out-of-state national bank in such host states. I ssues regarding whether a
particular host state law is preempted are to be determined in the first instance by the Pennsylvania Banking Department. In the event that the
Pennsylvania Banking Department and the applicable host state regulator disagree regarding whether a particular host state law is pre-empted, the
Pennsylvania Banking Department and the applicable host state regulator would use their reasonabl e best efforts to consider all points of view and
to resolve the disagreement.

Federal Banking Laws

Interstate Branching. The Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 (the “Interstate Act”), among other things, permits
bank holding companies to acquire banksin any state. A bank may also merge with abank in another state. Interstate acquisitions and mergers are
subject, in general, to certain concentration limits and state entry rulesrelating to the age of the bank. Under the Interstate Act, the responsible
federal regulatory agency is permitted to approve the acquisition of lessthan all of the branches of an insured bank by an out-of-state bank or bank
holding company without the acquisition of an entire bank, only if the law of the state in which the branch islocated permits such an

acquisition. Under the Interstate Act, branches of state-chartered banks that operate in other states are covered by the laws of the chartering state,
rather than the host state. The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) created a more permissive
interstate branching regime by permitting banks to establish branches de novo in any state if abank chartered by such state would have been
permitted to establish the branch. For more information on interstate branching under Pennsylvanialaw, see “ Pennsylvania Banking Laws —
Interstate Branching” above.
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Prompt Corrective Action. Federal banking law mandates certain “ prompt corrective actions,” which Federal banking agencies are required to take,
and certain actions which they have discretion to take, based upon the capital category into which a Federally regul ated depository institution
falls. Regulations have been adopted by the Federal bank regul atory agencies setting forth detailed procedures and criteria for implementing
prompt corrective action in the case of any institution that is not adequately capitalized. Under the rules, an institution will be deemed to be
“adequately capitalized” or better if it exceeds the minimum Federal regulatory capital requirements. However, it will be deemed “ undercapitalized” if
it fails to meet the minimum capital requirements, “ significantly undercapitalized” if it hasatotal risk-based capital ratio that islessthan 6.0%, a Tier
1 risk-based capital ratio that islessthan 3.0%, or aleverageratio that islessthan 3.0%, and “ critically undercapitalized” if the institution has aratio
of tangible equity to total assetsthat isequal to or lessthan 2.0%. The rulesrequire an undercapitalized institution to file awritten capital
restoration plan, along with a performance guaranty by its holding company or athird party. In addition, an undercapitalized institution becomes
subject to certain automatic restrictions including a prohibition on the payment of dividends, alimitation on asset growth and expansion, and in
certain cases, alimitation on the payment of bonuses or raises to senior executive officers and a prohibition on the payment of certain “ management
fees’ to any “controlling person.” Institutionsthat are classified as undercapitalized are al so subject to certain additional supervisory actions,
including increased reporting burdens and regulatory monitoring, alimitation on the institution’s ability to make acquisitions, open new branch
offices, or engage in new lines of business, obligations to raise additional capital, restrictions on transactions with affiliates, and restrictions on
interest rates paid by the institution on deposits. In certain cases, bank regulatory agencies may require replacement of senior executive officers or
directors, or sale of theinstitution to awilling purchaser. If aninstitution is deemed to be “ critically undercapitalized” and continuesin that
category for four quarters, the statute requires, with certain narrowly limited exceptions, that the institution be placed in receivership.

Safety and Soundness; Regulation of Bank Management. The Federal Reserve Board possesses the power to prohibit us from engaging in any
activity that would be an unsafe and unsound banking practice and in violation of thelaw. Moreover, Federal law enactments have expanded the
circumstances under which officers or directors of abank may be removed by the institution’s Federal supervisory agency; restricted and further
regulated lending by a bank to its executive officers, directors, principal shareholders or related interests thereof; restricted management personnel
of abank from serving as directors or in other management positions with certain depository institutions whose assets exceed a specified amount or
which have an office within a specified geographic area; and restricted management personnel from borrowing from another institution that has a
correspondent relationship with the bank for which they work.

Capital Rules. Federal banking agencies haveissued certain “risk-based capital” guidelines, which supplemented existing capital requirements. In
addition, the Federal Reserve Board imposes certain “leverage” requirements on member banks such asus. Banking regulators have authority to
require higher minimum capital ratios for an individual bank or bank holding company in view of its circumstances.

The risk-based guidelines require all banks and bank holding companiesto maintain two “risk-weighted assets” ratios. Thefirstisaminimum ratio
of total capital (Tier 1 and Tier 2 capital) to risk-weighted assets equal to 8.0%; the second isaminimum ratio of Tier 1 capital to risk-weighted
assets equal to 4.0%. Assetsare assigned to fiverisk categories, with higher levels of capital being required for the categories perceived as
representing greater risk. 1n making the calculation, certain intangible assets must be deducted from the capital base. The risk-based capital rules
are designed to make regulatory capital requirements more sensitive to differencesin risk profiles among banks and bank holding companies and to
minimize disincentives for holding liquid assets.

The risk-based capital rulesalso account for interest rate risk. Institutions with interest rate risk exposure above anormal level would be required to
hold extra capital in proportion to that risk. A bank’s exposure to declinesin the economic value of its capital dueto changesininterest ratesisa
factor that banking agencies will consider in evaluating abank’s capital adequacy. The rule does not codify an explicit minimum capital charge for
interest rate risk. We currently monitor and manage our assets and liabilities for interest rate risk, and management believes that the interest rate
risk rules which have been implemented and proposed will not materially adversely affect our operations.

The Federal Reserve Board's “leverage” ratio rules require member banks which are rated the highest in the composite areas of capital, asset
quality, management, earnings and liquidity to maintain aratio of Tier 1 capital to “adjusted total assets” of not lessthan 3.0%. For bankswhich are
not the most highly rated, the minimum “leverage” ratio will range from 4.0% to 5.0%, or higher at the discretion of the Federal Reserve Board, and is
required to be at alevel commensurate with the nature of the level of risk of abank’s condition and activities.

For purposes of the capital requirements, “Tier 1” or “core” capital is defined to include common shareholders’ equity and certain noncumulative
perpetual preferred stock and related surplus. “Tier 2” or “ qualifying supplementary” capital is defined to include a bank’s allowance for loan and
lease losses up to 1.25% of risk-weighted assets, plus certain types of preferred stock and related surplus, certain “hybrid capital instruments’ and
certain term subordinated debt instruments.
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The Basel Committee on Banking Supervision (the “ Basel Committee”) released a comprehensive list of proposals for changesto capital, leverage,
and liquidity requirements for banks in December 2009 (commonly referred to as“Basel 111”). In July 2010, the Basel Committee announced the
design for its capital and liquidity reform proposals.

In September 2010, the oversight body of the Basel Committee on Banking Supervision announced minimum capital ratios and transition periods
providing: (i) the minimum requirement for the Tier 1 common equity ratio will be increased from the current 2.0% level to 4.5% (to be phased in by
January 1, 2015); (ii) the minimum requirement for the Tier 1 capital ratio will be increased from the current 4.0% to 6.0% (to be phased in by January
1, 2015); (iii) an additional 2.5% of Tier 1 common equity to total risk-weighted assets (to be phased in between January 1, 2016 and January 1, 2019);
and (iv) aminimum leverage ratio of 3.0% (to be tested starting January 1, 2013). The proposals also narrow the definition of capital, excluding
instruments that no longer qualify as Tier 1 common equity as of January 1, 2013, and phasing out other instruments over several years. It isunclear
how U.S. banking regulators will define “well-capitalized” in their implementation of Basel I11.

Theliquidity proposals under Basel |11 include: (i) aliquidity coverage ratio (to become effective January 1, 2015); (ii) anet stable funding ratio (to
become effective January 1, 2018); and (iii) a set of monitoring tools for banks to report minimum types of information to their regulatory
supervisors.

Many of the details of the new framework related to minimum capital levels and minimum liquidity requirementsin the Basel Committee's proposals
will remain uncertain until the final release isissued. Implementation of the final provisions of Basel I11 will require implementing regulations and
guidelines by U.S. banking regulators. Implementation of these new capital and liquidity requirements has created significant uncertainty with
respect to the future liquidity and capital requirements for financial institutions. Therefore, we are not able to predict at this time the content of
liquidity and capital guidelines or regulations that may be adopted by regulatory agencies or the impact that any changesin regulation may have on
us.

Deposit Insurance Assessments. Our deposits are insured by the FDIC up to the limits set forth under applicable law and are subject to deposit
insurance premium assessments. The FDIC imposes arisk-based deposit premium assessment system, which was amended pursuant to the
Federal Deposit Insurance Reform Act of 2005. Under this system, the amount of FDIC assessments paid by an individual insured depository
institution, like us, is based on the level of risk incurred inits activities. The FDIC places a depository institution in one of four risk categories
determined by referenceto its capital levels and supervisory ratings. In addition, in the case of those institutions in the lowest risk category,
the FDIC further determines its assessment rates based on certain specified financial ratios.

On May 22, 2009, the FDIC adopted afinal rule imposing a5 basis point special assessment on each insured depository institution’s assets minus
Tier 1 capital as of September 30, 2009. The amount of the special assessment for any institution will not exceed 10 basis points times the
institution’s assessment base for the second quarter 2009. The special assessment was collected on September 30, 2009.

On October 12, 2009, the FDIC adopted afinal ruleto require insured institutions to prepay their estimated quarterly risk-based assessments for the
fourth quarter of 2009 and for all of 2010, 2011 and 2012. The prepaid assessment was collected on December 30, 2009. For purposes of calculating
the prepaid assessment, each institution’s assessment rate was its total base assessment rate in effect on September 30, 2009. The prepayment
attributable to 2011 and thereafter was cal culated using the September 29, 2009 increase in 2011 base assessment rates. In addition, future deposit
growth was reflected in the prepayment by assuming that an institution’s third quarter 2009 assessment base increased quarterly at a5 percent
annual growth rate through the end of 2012. The Dodd-Frank Act changed the federal deposit insurance regime that will affect the deposit
insurance assessments the Bank will be obligated to pay in the future. For example:

o Thelaw permanently raises the federal deposit insurance limit to $250,000 per account ownership.
o Thelaw makes deposit insurance coverage unlimited in amount for non-interest bearing transaction accounts until December 31, 2012.

o The law increases the insurance fund’'s minimum designated reserve ratio from 1.15 to 1.35, and removed the current 1.50 cap on the
reserveratio, leaving it, instead, to the discretion of the FDIC. The FDIC has recently exercised that discretion by establishing along
range fund ratio of 2%.

Each of these changes may increase the rate of FDIC insurance assessments to maintain or replenish the FDIC’s deposit insurance fund. This
could, in turn, raise our future deposit insurance assessment costs. On the other hand, the law changes the deposit i nsurance assessment base so
that it will generally be equal to consolidated assets less tangible equity. This change of the assessment base from an emphasis on depositsto an
emphasis on assetsis generally considered likely to cause larger banking organizationsto pay a disproportionately higher portion of future deposit
insurance assessments, which may, correspondingly, lower the level of deposit insurance assessments that community banks like Customers Bank
may otherwise haveto pay inthefuture. Whileitislikely that the new law will increase our future deposit insurance assessment costs, the specific
amount by which the new law’s combined changes will affect our deposit insurance assessment costs is difficult to predict, particularly because the
Dodd Frank Act givesthe FDIC enhanced discretion to set assessment rate levels.
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On February 7, 2011, the FDIC adopted afinal rule modifying the risk-based assessment system and setting initial base assessment rates ranging
from 2.5 to 45 basis points of Tier | capital.

Asof December 31, 2011 and 2010, our initial base assessment rate was 9.00 and 14.10 basis points, respectively.

I'n addition to deposit insurance assessments, banks are subject to assessments to pay the interest on Financing Corporation bonds. The
Financing Corporation was created by Congress to issue bonds to finance the resolution of failed thrift institutions. The FDIC sets the Financing
Corporation assessment rate every quarter. The Financing Corporation assessment for the fourth quarter of 2011 was an annual rate of 1 basis
point.

Community Reinvestment Act. Under the Community Reinvestment Act of 1977 (“CRA"), the record of a bank holding company and its subsidiary
banks must be considered by the appropriate Federal banking agencies, including the Federal Reserve Board, in reviewing and approving or
disapproving avariety of regulatory applicationsincluding approval of abranch or other deposit facility, office relocation, amerger and certain
acquisitions of bank shares. Federal banking agencies have recently demonstrated an increased readiness to deny applications based on
unsatisfactory CRA performance. The Federal Reserve Board is required to assess our record to determine if we are meeting the credit needs of the
community (including low and moderate neighborhoods) that we serve. The Financial Institutions Reform, Recovery, and Enforcement Act of 1989
amended the CRA to require, among other things, that the Federal Reserve Board make publicly available an evaluation of our record of meeting the
credit needs of our entire community including low- and moderate-income neighborhoods. This evaluation includes adescriptive rating
(outstanding, satisfactory, needsto improve, or substantial noncompliance) and a statement describing the basis for the rating.

Consumer Protection Laws. We are subject to avariety of consumer protection laws, including the Truth in Lending Act, the Truth in Savings Act
adopted as part of the Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”), the Equal Credit Opportunity Act, the Home
Mortgage Disclosure Act, the Electronic Funds Transfer Act, the Real Estate Settlement Procedures Act and the regulations adopted

thereunder. Inthe aggregate, compliance with these consumer protection laws and regulations involves substantial expense and administrative
time on our part.

Dodd-Frank Wall Street Reform and Consumer Protection Act.  The Dodd-Frank Act was enacted by Congress on July 15, 2010, and was sighed
into law by President Obama on July 21, 2010. Among many other provisions, the legislation:

o established the Financial Stability Oversight Council, a federal agency acting as the financial system’s systemic risk regulator
with the authority to review the activities of significant bank holding companies and non-bank financial firms, to make
recommendations and impose standards regarding capital, leverage, conflicts and other requirements for financial firms and to
impose regulatory standards on certain financial firms deemed to pose a systemic threat to the financial health of the U.S.
economy;

o created a new Consumer Financial Protection Bureau within the Federal Reserve, which will have substantive rule-making
authority over a wide variety of consumer financial services and products, including the power to regulate unfair, deceptive, or
abusive acts or practices;

o provides state attorney generals and other state enforcement authorities broader power to enforce consumer protection laws
against banks;

o authorizes federal regulatory agencies to ban compensation arrangements at financial institutions that give employees incentives
to engage in conduct that could pose risks to the nation’s financial system;

e grants the U.S. government resolution authority to liquidate or take emergency measures with regard to troubled financial
institutions, such as bank holding companies, that fall outside the existing resolution authority of the FDIC;

o givesthe FDIC substantial new authority and flexibility in assessing deposit insurance premiums, which may result in increased
deposit insurance premiums for usin the future;

e increased the deposit insurance coverage limit for insurable deposits to $250,000 generally, and removes, until December 31, 2012,
the limit entirely for transaction accounts;

o permits banksto pay interest on business demand deposit accounts;
o extendsthe national bank lending (or loans-to-one-borrower) limits to other institutions like us;

o prohibits banks subject to enforcement action (such as a memorandum of understanding) from changing their charter without the
approval of both their existing charter regulator and their proposed new charter regulator; and
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o imposes new limits on asset purchase and sal e transactions between banks and their insiders.

Many of these provisions are subject to further rule making and to the discretion of regulatory bodies, including our primary federal banking
regulator, the Federal Reserve. Itisnot possibleto predict at thistime the extent to which regulations authorized or mandated by the Dodd-Frank
Act will impose requirements or restrictions on usin addition to or different from the provisions summarized above.

Memorandum Of Under standing

Asaresult of aMarch 31, 2009 regulatory examination prior to the arrival of new management, we entered into an August 24, 2009 Memorandum of
Understanding (“MOU") with our regulators that called for a back-up Bank Secrecy Act officer and employee training, and precluded us from
declaring or paying dividends that would cause our capital ratios to fall below the higher of the minimum levelsfor a“well capitalized” classification
under Prompt Corrective Action standards or the internal ratios set in our capital plan, or redeeming our stock or issuing debt with maturity greater
than one year without prior regulatory approval. The MOU required us to update plans relating to earnings and capital improvement, management
and board oversight, credit risk management and liquidity risk, to enhance pre-purchase analysis of investment securities, and to revise to our
allowance for loan and lease losses (“ALLL") methodology by November 15, 2009. Management believes that we are in substantial compliance with
all terms of the MOU at thistime.

Bank Holding Company Regulation
As abank holding company, we are also subject to additional regulation.

The Bank Holding Company Act requires usto secure the prior approval of the Federal Reserve Board before we own or control, directly or
indirectly, more than five percent (5%) of the voting shares or substantially all of the assets of any bank. It also prohibits acquisition by the
Company of more than five percent (5%) of the voting shares of, or interest in, or all or substantially all of the assets of, any bank located outside of
the state in which a current bank subsidiary islocated unless such acquisition is specifically authorized by laws of the state in which such bank is
located. A bank holding company is prohibited from engaging in or acquiring direct or indirect control of more than five percent (5%) of the voting
shares of any company engaged in non-banking activities unless the Federal Reserve Board, by order or regulation, has found such activitiesto be
so closely related to banking or managing or controlling banks asto be a proper incident thereto. 1n making this determination, the Federal Reserve
Board considers whether the performance of these activities by a bank holding company would offer benefits to the public that outweigh possible
adverse effects. Applications under the Bank Holding Company Act and the Change in Control Act are subject to review, based upon the record of
compliance of the applicant with the CRA.

We arerequired to file an annual report with the Federal Reserve Board and any additional information that the Federal Reserve Board may require
pursuant to the Bank Holding Company Act. Further, under Section 106 of the 1970 amendments to the Bank Holding Company Act and the
Federal Reserve Board' s regulations, abank holding company and its subsidiaries are prohibited from engaging in certain tie-in arrangementsin
connection with any extension of credit or provision of credit or provision of any property or services. The so-called “anti-tie-in” provisions state
generally that we may not extend credit, lease, sell property or furnish any service to a customer on the condition that the customer provide
additional credit or serviceto us, to Customers Bank or to any of our other subsidiaries or on the condition that the customer not obtain other credit
or service from a competitor of us, Customers Bank, or any other subsidiary.

The Federal Reserve Board permits bank holding companies to engage in hon-banking activities so closely related to banking or managing or
controlling banks asto be a proper incident thereto. A number of activities are authorized by Federal Reserve Board regulations, while other
activitiesrequire prior Federal Reserve Board approval. Thetypes of permissible activities are subject to change by the Federal Reserve Board.

Item 1 A. Risk Factors
Risks Related to Our Banking Operations

Our level of assets categorized as doubtful, substandard or special mention expose usto increased lending risk. |If our allowance for loan
lossesisinsufficient to absorb lossesin our loan portfolio, our earnings could decrease.

Lending money is a substantial part of our business, and each loan carriesarisk that it will not be repaid in accordance with its terms or that any
underlying collateral will not be sufficient to assure repayment. Thisrisk is affected by, among other things:
o thefinancial condition and cash flows of the borrower and/or the project being financed;
« the changes and uncertainties asto the future value of the collateral, in the case of a collateralized loan;
o thediscount on the loan at the time of its acquisition;
the duration of the loan;
the credit history of a particular borrower; and
changes in economic and industry conditions.
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At December 31, 2011, our delinquent loans greater than 90 days and non-accrual |oans not covered under the L oss Sharing Agreements with the
FDIC totaled $38.9 million, which represented 2.77% of total loans not covered under the L oss Sharing Agreements, and our allowance for loan
losses totaled $15.0 million, which represented 1.24% of total loans not covered under the Loss Sharing Agreements with the FDIC. We make
various assumptions and judgments about the collectability of our loan portfolio, including the creditworthiness of our borrowers and the
probability of receiving payment, aswell asthe value of real estate and other assets serving as collateral for the repayment of many of our loans.
Loans covered under the Loss Sharing Agreements totaled $126.3 million at December 31, 2011. In determining the amount of the allowance for loan
losses, significant factors considered include loss experience in particular segments of the portfolio, trends and absolute levels of classified and
criticized loans, trends and absolute levelsin delinquent loans, trends in risk ratings, trends in industry charge-offs by particular segments and
changesin existing general economic and business conditions affecting our lending areas and the national economy. If our assumptions are
incorrect, our allowance for loan losses may not be sufficient to cover lossesinherent in our loan portfolio, resulting in additions to the

alowance. Materia additionsto our allowance could materially decrease net income. Our regulators, as an integral part of their examination
process, periodically review our allowance for |oan losses and may reguire us to increase our allowance for |oan losses by recognizing additional
provisionsfor |oan losses charged to expense, or to decrease our allowance for loan losses by recognizing loan charge-offs, net of recoveries. Any
such additional provisions for loan losses or charge-offs, asrequired by these regulatory agencies, could have amaterial adverse effect on our
financial condition and results of operations.

Our emphasis on commercial and mortgage warehouse lending may expose usto increased lending risks.

We intend to continue to emphasi ze the origination of commercial and specialty loans, including mortgage warehouse financing. Commercial loans
generally expose alender to greater risk of non-payment and loss than one- to four-family residential mortgage loans because repayment of the
loans often depends on the successful operation of the property and the income stream of the borrowers. Such loanstypically involve larger loan
balances to single borrowers or groups of related borrowers compared to one- to four-family residential mortgage loans. In addition, since such
loans generally entail greater credit risk than one- to four-family residential mortgage loans, we may need to increase our alowance for loan losses
in the future to account for the likely increase in probable incurred credit |osses associated with the growth of such loans. Also, we expect that
many of our commercial borrowerswill have more than one loan outstanding with us. Consequently, an adverse devel opment with respect to one
loan or one credit relationship can expose usto asignificantly greater risk of loss compared to an adverse devel opment with respect to aone- to
four-family residential mortgage |oan.

As amortgage warehouse lender, we provide aform of financing to mortgage bankers by purchasing the underlying residential mortgageson a
short-term basis under a master repurchase agreement. We are subject to the risks associated with such lending, including, but not limited to, the
risks of fraud, bankruptcy and default of the underlying residential borrower, any of which could result in credit losses. Therisk of fraud associated
with this type of lending includes, but is not limited to, the risk of financing nonexistent loans or fictitious mortgage loan transactions, or that the
collateral delivered isfraudulent creating exposure that could result in the loss of the full amount financed on the underlying residential mortgage
loan.

Decreased residential mortgage originations and pricing decisions of competitors may adversely affect our profitability.

We do not currently operate in the residential mortgage origination business. However we may originate, sell and service residential mortgage
loansin the future. If we do, changesin interest rates and pricing decisions by our loan competitors may adversely affect demand for our residential
mortgage |oan products, the revenue realized on the sale of loans and revenues received from servicing such loans for others, and ultimately reduce
our net income. New regulations, increased regulatory reviews, and/or changes in the structure of the secondary mortgage markets which we would
utilize to sell mortgage loans, may be introduced and may increase costs and make it more difficult to operate aresidential mortgage origination
business.

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

On December 23, 2008, the Federal Home L oan Bank of Pittsburgh (“FHLB") announced that it would voluntarily suspend the payment of dividends
and the repurchase of excess capital stock until further notice. The FHLB announced at that time that it expected its ability to pay dividends and
add to retained earnings to be significantly curtailed due to low short-term interest rates, an increased cost of maintaining liquidity, other than
temporary impairment charges, and constrained access to debt markets at attractive rates. While FHL B announced on February 22, 2012 that a
dividend would be paid and capital stock repurchase would resume, capital stock repurchases from member banks are reviewed on a quarterly basis
by the FHLB. Such dividends and capital stock repurchases may not continue in the future. As of December 31, 2011, we held $17.9 million of
FHLB capital stock.
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Thefair value of our investment securities can fluctuate due to market conditions outside of our control.

As of December 31, 2011, the fair value of our investment securities portfolio was approximately $409.9 million. We have historically taken a
conservative investment strategy, with concentrations of securities that are backed by government sponsored enterprises. In the future, we may
seek to increase yields through more aggressive strategies, which may include a greater percentage of corporate securities and structured credit
products. Factors beyond our control can significantly influence the fair value of securitiesin our portfolio and can cause potential adverse
changesto the fair value of these securities. These factorsinclude, but are not limited to, rating agency actionsin respect of the securities, defaults
by the issuer or with respect to the underlying securities, and changes in market interest rates and continued instability in the capital markets. Any
of these factors, among others, could cause other-than-temporary impai rments and realized and/or unrealized losses in future periods and declines
in other comprehensive income, which could have amaterial adverse effect on us. The process for determining whether impairment of a security is
other-than-temporary usually requires complex, subjective judgments about the future financial performance and liquidity of the issuer and any
collateral underlying the security in order to assess the probability of receiving all contractual principal and interest payments on the security.

We may not be able to meet the cash flow requirements of deposit withdrawals and other business needs or support earnings growth unless we
maintain sufficient liquidity.

We need adequate liquidity to fund our balance sheet growth in order for usto be able to successfully grow our revenues, make loans and to repay
deposit and other liabilities as they become due or are demanded by customers. Thisliquidity can be gathered in both wholesale and non-
wholesal e funding markets. Our asset growth over the past few years has been funded with various forms of deposits and wholesale funding, which
is defined as wholesale deposits (primarily certificates of deposit) and borrowed funds (FHLB advances, Federal advances and Federal fund line
borrowings). Wholesale funding at December 31, 2011 represented approximately 17.6% of total funding compared with approximately 6.0% at
December 31, 2010. Wholesale funding generally costs more than deposits generated from our traditional branch system and is subject to certain
practical limits such as the FHLB'’s maximum borrowing capacity and our liquidity policy limits. Additionally, regulators might consider wholesale
funding beyond certain points to be imprudent and might suggest that future asset growth be reduced or halted. 1n the absence of wholesale
funding sources, we might need to reduce earning asset growth through the reduction of current production, sale of assets, and/or the participating
out of future and current loans or leases. Alternatively, we may need to seek third party funding or other sources of liquidity. Thisin turn might
reduce our future net income.

Downgradesin U.S. Government and federal agency securities could adversely affect Customers Bancorp and the Bank

The long-term impact of the downgrade of the U.S. Government and federal agenciesfrom an AAA to an AA+ credit rating is currently

unknown. However, in addition to causing economic and financial market disruptions, the recent downgrade, and any future downgrades and/or
failuresto raisethe U.S. debt limit if necessary in the future, could, among other things, materially adversely affect the market value of the U.S. and
other government and governmental agency securities that we hold, the avail ability of those securities as collateral for borrowing, and our ability to
access capital markets on favorable terms, as well as have other material adverse effects on the operation of our business and our financial results
and condition. In particular, it could increase interest rates and disrupt payment systems, money markets, and long-term or short-term fixed income
markets, adversely affecting the cost and availability of funding, which could negatively affect profitability. Also, the adverse consequences as a
result of the downgrade could extend to the borrowers of the loans the Bank makes and, as aresult, could adversely affect its borrowers' ability to
repay their loans.

We may not be ableto retain or develop a strong core deposit base or other low-cost funding sources.

We depend on checking, savings and money market deposit account balances and other forms of customer deposits as our primary source of
funding for our lending activities. Our future growth will largely depend on our ability to retain and grow a strong, low-cost deposit base. Because
45% of our deposit base as of December 31, 2011 istime deposits, the large majority of which we acquired, it may prove harder to maintain and grow
our deposit base than would otherwise be the case, especially since many of them currently pay interest at above-market rates. During the 12
months following December 31, 2011, $495.4 million of our time deposits are scheduled to mature.

We are working to transition certain of our customersto lower cost traditional banking services as higher cost funding sources, such as high
interest time deposits, mature. Many banks in the United States are struggling to maintain depositorsin light of the recent financial crisis, and there
may be competitive pressuresto pay higher interest rates on deposits, which could increase funding costs and compress net interest margins.
Customers may not transition to lower yielding savings and investment products, which could materially and adversely affect us. In addition, with
recent concerns about bank failures, customers have become concerned about the extent to which their deposits are insured by the FDIC,
particularly customers that may maintain depositsin excess of insured limits. Customers may withdraw depositsin an effort to ensure that the
amount that they have on deposit with usisfully insured and may place them in other institutions or make investments that are perceived as being
more secure. Further, even if we are able to grow and maintain our deposit base, the account and deposit balances can decrease when customers
perceive aternative investments, such as the stock market, as providing a better risk/return tradeoff. If customers move money out of bank
deposits, we could lose arelatively low cost source of funds, increasing our funding costs and reducing our net interest income and net income.
Additionally, any such loss of funds could result in lower |oan originations, which could materially and adversely affect us.
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We may not be able to maintain consistent earnings or profitability.

We have had periods in which we experienced operating losses, including in 2009, portions of 2010 and thefirst quarter of 2011. Although we made
aprofit in the second, third and fourth quarter of 2011 and for the fiscal year ended December 31, 2011, we may not be able to remain profitablein
future periods, of, if profitable, our earnings may not remain consistent or increase in the future. Our earnings also may be reduced by any
increased expenses associated with increased assets, such as additional employee compensation expense, and increased interest expense on any
liabilitiesincurred or deposits solicited to fund increasesin assets. If earnings do not grow proportionately with our assets or equity, our overall
profitability may be adversely affected.

Continued or worsening general business and economic conditions could materially and adversely affect us.

Our business and operations are sensitive to general business and economic conditionsin the United States, which remain guarded. If the U.S.
economy is unable to steadily emerge from the recent recession that began in 2007 or we experience worsening economic conditions, such as a so-
called “double-dip” recession, we could be materially and adversely affected. Weak economic conditions may be characterized by deflation,
fluctuationsin debt and equity capital markets, including alack of liquidity and/or depressed pricesin the secondary market for mortgage loans,
increased delinquencies on loans, residential and commercial real estate price declines and lower home sales and commercial activity. All of these
factors would be detrimental to our business. Our businessis significantly affected by monetary and related policies of the U.S. federal government,
its agencies and government-sponsored entities. Changesin any of these policies are influenced by macroeconomic conditions and other factors
that are beyond our control and could have a material adverse effect on us.

Downturnsin thelocal economies and depressed banking markets could materially and adver sely affect our financial condition and results of
operations.

Our loan and deposit activities are largely based in Suburban Philadel phia, Central New Jersey and Southeastern New Y ork. Asaresult, our
financial performance depends largely upon economic conditionsin thisregion. This region has recently experienced deteriorating local economic
conditions and a continued downturn in the regional real estate market that could harm our financial condition and results of operations because of
the geographic concentration of loans within this region and because alarge percentage of the loans are secured by real property. If thereisfurther
declinein real estate values, the collateral for our loanswill provide less security. As aresult, the ability to recover on defaulted loans by selling the
underlying real estate will be diminished, and we will be more likely to suffer losses on defaulted loans. Additionally, a significant portion of our
loan portfolio isinvested in commercial real estate loans. Often in acommercial real estate transaction, repayment of the loan is dependent on rental
income.

Economic conditions may affect the tenant’s ability to make rental payments on atimely basis, and may cause some tenants not to renew their
leases, each of which may impact the debtor’ s ability to make loan payments. Further, if expenses associated with commercial propertiesincrease
dramatically, the tenant’s ability to repay, and therefore the debtor’s ability to make timely |oan payments, could be adversely affected. All of these
factors could increase the amount of non-performing loans, increase our provision for loan and lease losses and reduce our net income.

Our businessis highly susceptible to credit risk.

Asalender, we are exposed to the risk that our customerswill be unable to repay their loans according to their terms and that the collateral securing
the payment of their loans (if any) may not be sufficient to assure repayment. The risks inherent in making any loan include risks with respect to the
ability of borrowersto repay their loans and, if applicable, the period of time over which theloan isrepaid, risks relating to proper loan underwriting
and guidelines, risks resulting from changesin economic and industry conditions, risksinherent in dealing with individual borrowers and risks
resulting from uncertainties as to the future value of collateral. Our credit standards, procedures and policies may not prevent us from incurring
substantial credit losses, particularly in light of market developmentsin recent years. Additionally, we may restructure originated or acquired loans
if we believe the borrowers are likely to fully repay their restructured obligations. We may also be subject to legal or regulatory requirements for
restructured loans. For our originated loans, if interest rates or other terms are modified subsequent to extension of credit or if terms of an existing
loan are renewed because a borrower is experiencing financial difficulty and a concession is granted, we may be required to classify such action asa
troubled debt restructuring (which werefer to in this Annual Report on Form 10-K asa“ TDR”). With respect to restructured loans, we may grant
concessions to borrowers experiencing financial difficultiesin order to facilitate repayment of the loan by (1) reduction of the stated interest rate for
the remaining life of the loan to lower than the current market rate for new loans with similar risk or (2) extension of the maturity date. In situations
wherea TDR isunsuccessful and the borrower is unable to satisfy the terms of the restructured loan, the loan would be placed on nonaccrual

status and written down to the underlying collateral value less estimated selling costs.
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We depend on our executive officers and key personnel to implement our strategy and could be harmed by the loss of their services.

We believe that the implementation of our strategy will depend in large part on the skills of our executive management team and our ability to
motivate and retain these and other key personnel. Accordingly, the loss of service of one or more of our executive officers or key personnel could
reduce our ability to successfully implement our growth strategy and materially and adversely affect us. L eadership changeswill occur from time to
time, and if significant resignations occur, we may not be able to recruit additional qualified personnel. We believe our executive management team
possesses val uable knowl edge about the banking industry and that their knowledge and rel ationships would be very difficult to

replicate. Although our Chief Executive Officer, President and Chief Financial Officer have entered into employment agreementswith us, itis
possible that they may not compl ete the term of their respective employment agreements or may choose not to renew their respective employment
agreements upon expiration. Our success al so depends on the experience of our branch managers and lending officers and on their rel ationships
with the customers and communities they serve. The loss of these key personnel could negatively impact our banking operations. The loss of key
senior personnel, or the inability to recruit and retain qualified personnel in the future, could have a material adverse effect on us.

Customers Bancorp’s chairman and chief executive officer also serves as Non-Executive Chairman of the holding company for another
financial institution and such responsibilities could affect his ability to devote sufficient time to our operations.

Customers Bancorp’s Chairman and Chief Executive Officer, Jay S. Sidhu, also serves as Non-Executive Chairman of the Board of Atlantic Coast
Financial Corporation, a holding company for Atlantic Coast Bank, afederal savings bank with branchesin Floridaand Georgia. Mr. Sidhu’s duties
at Atlantic Coast Financial Corporation have the potential to cause him to devote less of histime to our operations, thereby potentially reducing his
effectivenessin overseeing the strategic plan. A reduction in the time that Mr. Sidhu may devote to our operations could adversely affect our
ability to successfully implement our strategic plan and results of operations.

We face significant competition from other financial institutions and financial services providers, which may materially and adver sely affect
us.

Consumer and commercial banking is highly competitive. Our markets contain alarge number of community and regional banks aswell asa
significant presence of the country’slargest commercial banks. We compete with other state and national financial institutions, including savings
and loan associations, savings banks and credit unions, for deposits and loans. In addition, we compete with financial intermediaries, such as
consumer finance companies, mortgage banking companies, insurance companies, securities firms, mutual funds and several government agencies,
aswell asmajor retailers, in providing various types of |oans and other financial services. Some of these competitors may have along history of
successful operations in our markets, greater tiesto local businesses and more expansive banking relationships, as well as better established
depositor bases. Competitors may also have greater resources and access to capital and may possess an advantage by being capable of

maintai ning numerous banking locations in more convenient sites, operating more ATMs and conducting extensive promotional and advertising
campaigns or operating a more developed Internet platform. Competitors may also exhibit agreater tolerance for risk and behave more aggressively
with respect to pricing in order to increase their market share.

Thefinancial servicesindustry could become even more competitive as aresult of legislative, regulatory and technological changes and continued
consolidation. Increased competition among financial services companies due to the recent consolidation of certain competing financial institutions
may adversely affect our ability to market our products and services. Technological advances have lowered barriersto entry and made it possible
for banks to compete in our market without aretail footprint by offering competitive rates, as well as non-banks to offer products and services
traditionally provided by banks. Our ability to compete successfully depends on a number of factors, including, among others:

o theability to develop, maintain and build upon long-term customer relationships based on high quality, personal service, effective
and efficient products and services, high ethical standards and safe and sound assets;

the scope, relevance and competitive pricing of products and services offered to meet customer needs and demands;

the ability to provide customers with maximum convenience of access to services and availability of banking representatives;

the ability to attract and retain highly qualified employees to operate our business;

the ability to expand our market position;

customer access to our decision makers, and customer satisfaction with our level of service; and

the ability to operate our business effectively and efficiently.

Failure to perform in any of these areas could significantly weaken our competitive position, which could materially and adversely affect us.
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We are affected by a variety of factors, including changesin interest rates, which can impact the value of financial instruments held by us.

Like other financial servicesinstitutions, we have asset and liability structures that are essentially monetary in nature and are directly affected by
many factors, including domestic and international economic and political conditions, broad trendsin business and finance, |legislation and
regulation affecting the national and international business and financial communities, monetary and fiscal policies, inflation, currency values,
market conditions, the availability and terms (including cost) of short-term or long-term funding and capital, the credit capacity or perceived
creditworthiness of customers and counterparties and the level and volatility of trading markets. Such factors can impact customers and
counterparties of afinancial servicesinstitution and may impact the value of financial instruments held by afinancial servicesinstitution.

Our earnings and cash flows largely depend upon the level of our net interest income, which is the difference between the interest income we earn
on loans, investments and other interest-earning assets, and the interest we pay on interest-bearing liabilities, such as deposits and borrowings.
Because different types of assets and liabilities may react differently and at different timesto market interest rate changes, changesin interest rates
canincrease or decrease our net interest income. When interest-bearing liabilities mature or reprice more quickly than interest-earning assetsin a
period, an increase in interest rates would reduce net interest income. Similarly, when interest-earning assets mature or reprice more quickly, and
because the magnitude of repricing of interest-earning assetsis often greater than interest-bearing liabilities, falling interest rates would reduce net
interest income.

Accordingly, changesin the level of market interest rates affect our net yield on interest-earning assets and liabilities, loan and investment
securities portfolios and our overall results. Changesin interest rates may also have a significant impact on any future loan origination revenues.
Historically, there has been an inverse correlation between the demand for loans and interest rates. Loan origination volume and revenues usually
decline during periods of rising or high interest rates and increase during periods of declining or low interest rates. Changesin interest rates also
have a significant impact on the carrying val ue of a significant percentage of the assets, both loans and investment securities, on our balance sheet.
We may incur debt in the future and that debt may also be sensitive to interest rates and any increase in interest rates could materially and
adversely affect us. Interest rates are highly sensitive to many factors beyond our control, including general economic conditions and policies of
various governmental and regulatory agencies, particularly the Federal Reserve. Adverse changes in the Federal Reserve'sinterest rate policies or
other changesin monetary policies and economic conditions could materially and adversely affect us.

We are dependent on our information technology and tel ecommunications systems and third-party servicers, and systemsfailures, interruptions
or breaches of security could have a material adverse effect on us.

Our businessis highly dependent on the successful and uninterrupted functioning of our information technology and telecommunications systems
and third-party servicers. We outsource many of our major systems, such as data processing, |0an servicing and deposit processing systems. The
failure of these systems, or the termination of athird-party software license or service agreement on which any of these systemsis based, could
interrupt our operations. Because our information technology and telecommunications systems interface with and depend on third-party systems,
we could experience service denials if demand for such services exceeds capacity or such third-party systemsfail or experienceinterruptions. If
significant, sustained or repeated, a system failure or service denial could compromise our ability to operate effectively, damage our reputation,
result in aloss of customer business, and/or subject usto additional regulatory scrutiny and possible financial liability, any of which could have a
material adverse effect on us.

In addition, we provide our customers with the ability to bank remotely, including over the Internet and over the telephone. The secure transmission
of confidential information over the Internet and other remote channelsisacritical element of remote banking. Our network could be vulnerable to
unauthorized access, computer viruses, phishing schemes and other security breaches. We may be required to spend significant capital and other
resources to protect against the threat of security breaches and computer viruses, or to alleviate problems caused by security breaches or viruses.
To the extent that our activities or the activities of our customersinvolve the storage and transmission of confidential information, security
breaches and viruses could expose us to claims, regulatory scrutiny, litigation and other possible liabilities. Any inability to prevent security
breaches or computer viruses could al so cause existing customersto lose confidence in our systems and could materially and adversely affect us.

Additionally, financial products and services have become increasingly technology-driven. Our ability to meet the needs of our customers
competitively, and in a cost-efficient manner, is dependent on the ability to keep pace with technol ogical advances and to invest in new technology
asit becomes available. Many of our competitors have greater resources to invest in technology than we do and may be better equipped to market
new technol ogy-driven products and services. The ability to keep pace with technological change isimportant, and the failure to do so could have
amaterial adverse impact on our business and therefore on our financial condition and results of operations.
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We intend to engage in acquisitions of other businesses from time to time. These acquisitions may not produce revenue or earnings
enhancements or cost savings at levels or within timeframes originally anticipated and may result in unforeseen integration difficulties.

On September 17, 2011, we compl eted the acquisition of Berkshire Bancorp, Inc. We regularly eval uate opportunities to strengthen our current
market position by acquiring and investing in banks and in other complementary businesses, or opening new branches, and when appropriate
opportunities arise, subject to regulatory approval, we plan to engage in acquisitions of other businesses and in opening new branches. Such
transactions could, individually or in the aggregate, have a material effect on our operating results and financial condition, including short and long-
term liquidity. Our acquisition activities could be material to our business. For example, we could issue additional shares of Voting Common Stock in
apurchase transaction, which could dilute current shareholders’ value or ownership interest. These activities could require us to use a substantial
amount of cash, other liquid assets and/or incur debt. Our acquisition activities could involve a number of additional risks, including the risks of:

e incurring time and expense associated with identifying and evaluating potential acquisitions and negotiating potential
transactions, resulting in our attention being diverted from the operation of our existing business;

e using inaccurate estimates and judgments to evaluate credit, operations, management and market risks with respect to the target

institution or assets;

potential exposure to unknown or contingent liabilities of banks and businesses we acquire;

the time and expense required to integrate the operations and personnel of the combined businesses;

experiencing higher operating expenses relative to operating income from the new operations;

creating an adverse short-term effect on our results of operations;

losing key employees and customers as aresult of an acquisition that is poorly received; or

significant problems relating to the conversion of the financial and customer data of the entity being acquired into our financial

and customer product systems.

Depending on the condition of any institutions or assets that are acquired, any acquisition may, at least in the near term, materially adversely affect
our capital and earnings and, if not successfully integrated following the acquisition, may continue to have such effects. We may not be successful
in overcoming these risks or any other problems encountered in connection with pending or potential acquisitions. Our inability to overcome these
risks could have an adverse effect on levels of reported net income, return on equity and return on assets, and the ability to achieve our business
strategy and maintain market value.

Our acquisitions generally will require regulatory approvals, and failure to obtain them would restrict our growth.

We intend to complement and expand our business by pursuing strategic acquisitions of community banking franchises. Generally, any acquisition
of target financial institutions, banking centers or other banking assets by uswill require approval by, and cooperation from, a number of
governmental regulatory agencies, possibly including the Federal Reserve, the OCC and the FDIC, aswell as state banking regulators. In acting on
applications, federal banking regulators consider, among other factors:

o the effect of the acquisition on competition;

o the financial condition, liquidity, results of operations, capital levels and future prospects of the applicant and the bank(s)
involved;

« the quantity and complexity of previously consummated acquisitions;

o the managerial resources of the applicant and the bank(s) involved;

« the convenience and needs of the community, including the record of performance under the CRA;

o the effectiveness of the applicant in combating money laundering activities; and

o the extent to which the acquisition would result in greater or more concentrated risks to the stability of the United States banking
or financia system.
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Such regulators could deny our application based on the above criteria or other considerations, which would restrict our growth, or the regulatory
approvals may not be granted on terms that are acceptable to us. For example, we could be required to sell banking centers as a condition to
receiving regulatory approvals, and such a condition may not be acceptable to us or may reduce the benefit of any acquisition.

The success of future acquisition transactionswill depend on our ability to successfully identify and consummate acquisitions of banking
franchises that meet our investment objectives. Because of the intense competition for acquisition opportunities and the limited number of
potential targets, we may not be able to successfully consummate acquisitions on attractive terms, or at all.

The success of future acquisition transactions will depend on our ability to successfully identify and consummate transactions with target banking
franchises that meet our investment objectives. There are significant risks associated with our ability to identify and successfully consummate
these acquisitions. There are alimited number of acquisition opportunities, and we expect to encounter intense competition from other banking
organi zations competing for acquisitions and also from other investment funds and entities looking to acquire financial institutions. Many of these
entities are well established and have extensive experience in identifying and consummating acquisitions directly or through affiliates. Many of
these competitors possess ongoing banking operations with greater financial, technical, human and other resources and access to capital than we
do. Our competitors may be able to achieve greater cost savings, through consolidating operations or otherwise, than we could. These competitive
limitations give others an advantage in pursuing certain acquisitions. In addition, increased competition may drive up the prices for the acquisitions
we pursue and make the other acquisition terms more onerous, which would make the identification and successful consummation of those
acquisitionsless attractive to us. Competitors may be willing to pay more for acquisitions than we believe are justified, which could result in us
having to pay more for them than we prefer or to forego the opportunity. As aresult, we may be unable to successfully identify and consummate
acquisitions on attractive terms, or at al, that are necessary to grow our business.

We will generally establish the pricing of transactions and the capital structure of banking franchisesto be acquired by us on the basis of financial
projections for such banking franchises. In general, projected operating results will be based on the judgment of our management team. Projections
are estimates of future results that are based upon assumptions made at the time that the projections are devel oped and the projected results may
vary significantly from actual results. General economic, political and market conditions can have a material adverse impact on the reliability of such
projections. In the event that the projections made in connection with our acquisitions, or future projections with respect to new acquisitions, are
not accurate, such inaccuracies could materially and adversely affect us.

We are subject to certain risksrelated to FDI C-assisted acquisitions.

In evaluating potential acquisition opportunities we may seek to acquire failed banks through FDIC-assisted acquisitions. We recently completed
the acquisition, from the FDIC, of (1) assets of the former USA Bank, which had been headquartered in Port Chester, New Y ork, and (2) assets of the
former ISN Bank, which had been headquartered in Cherry Hill, New Jersey. While the FDIC may, in such acquisitions, provide assistance to
mitigate certain risks, such as sharing in exposure to loan losses, and providing indemnification against certain liabilities of the failed institution, we
may not be able to accurately estimate our potential exposure to |oan losses and other potential liabilities, or the difficulty of integration, in
acquiring such institutions.

The success of past FDIC-assisted acquisitions, and any FDIC-assisted acquisitionsin which we may participate in the future, will depend on a
number of factors, including our ability to:

fully integrate, and to integrate successfully, the branches acquired into bank operations;

o limit the outflow of deposits held by new customers in the acquired branches and to successfully retain and manage interest-
earning assets (loans) acquired in FDIC-assisted acquisitions;

e retain existing deposits and generate new interest-earning assets in the geographic areas previously served by the acquired
banks;

o effectively competein new marketsin which we did not previously have a presence;

o successfully deploy the cash received in the FDIC-assisted acquisitions into assets bearing sufficiently high yields without
incurring unacceptable credit or interest rate risk;

o control the incremental non-interest expense from the acquired branches in a manner that enables us to maintain a favorable
overall efficiency ratio;

o retain and attract the appropriate personnel to staff the acquired branches; and

o earn acceptable levels of interest and non-interest income, including fee income, from the acquired branches.
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Aswith any acquisition involving afinancia institution, particularly one involving the transfer of alarge number of bank branches (asis often the
case with FDIC-assisted acquisitions), there may be higher than average levels of service disruptions that would cause inconveniences or
potentially increase the effectiveness of competing financial institutionsin attracting our customers. Integrating the acquired branches could
present unique challenges and opportunities because of the nature of the transactions. Integration efforts will also likely divert our management’s
attention and resources. It is not known whether we will be able to integrate acquired branches successfully, and the integration process could
result in the loss of key employees, the disruption of ongoing business or inconsistenciesin standards, controls, procedures and policies that
adversely affect our ability to maintain relationships with clients, customers, depositors and employees or to achieve the anticipated benefits of the
FDIC-assisted acquisitions. We may also encounter unexpected difficulties or costs during integration that could materially and adversely affect
our earnings and financial condition. Additionally, we may be unable to compete effectively in the market areas previously served by the acquired
branches or to manage any growth resulting from FDI C-assisted acquisitions effectively.

Our willingness and ability to grow acquired branches following FDIC-assisted acquisitions depend on several factors, most importantly the ability
to retain certain key personnel that we hire or transfer in connection with FDIC-assisted acquisitions. Our failure to retain these employees could
adversely affect the success of FDIC-assisted acquisitions and our future growth.

Our ability to continue to receive benefits of our Loss Sharing Agreementswith the FDIC is conditioned upon compliance with certain
requirements under the Purchase and Assumption Agreements.

Pursuant to the Purchase and Assumption Agreements we signed in connection with our FDIC-assisted acquisitions of USA Bank and SN Bank
(“Purchase and Assumption Agreements’), we are the beneficiary of Loss Sharing Agreements that require the FDIC to fund a portion of the losses
on amajority of the assets acquired in connection with the transactions. Our ability to recover a portion of losses and retain the loss sharing
protection is subject to compliance with certain requirements imposed on us in the Purchase and A ssumption Agreements. The requirements of the
L oss Sharing Agreements relate primarily to loan servicing standards concerning the assets covered by the L oss Sharing Agreements (the
“Covered Assets”), aswell as obtaining the consents of the FDIC to engage in certain corporate transactions that may be deemed under the
agreements to constitute a transfer of the loss sharing benefits. For example, FDIC approval will be required for any merger we undertake that would
result in the pre-merger shareholders of such entity owning less than 66.66% of the equity of the surviving entity.

Astheloan servicing standards evolve, we may experience difficulties in complying with the requirements of the Loss Sharing Agreements, which
could result in Covered Assets losing some or all of their loss sharing coverage. |n accordance with the terms of the L oss Sharing Agreements, we
are subject to audits by the FDIC through its designated agent. The required terms of the Loss Sharing Agreements are extensive and failure to
comply with any of the guidelines could result in a specific asset or group of assetslosing their loss sharing coverage.

In such instances in which the consent of the FDIC is required under the Purchase and Assumption Agreements, the FDIC may withhold its
consent to such transactions or may condition its consent on terms that we do not find acceptable, which may cause us not to engagein a
corporate transaction that might otherwise benefit shareholders or to pursue such atransaction without obtaining the FDIC's consent, which could
result in termination of the Loss Sharing Agreements with the FDIC.

FDI C-assisted acquisition opportunities may not become available and increased competition may make it more difficult for usto bid on failed
bank transactions on terms considered to be acceptable.

Our near-term business strategy includes consideration of potential acquisitions of failing banks that the FDIC plansto placein receivership. The
FDIC may not place banks that meet our strategic objectivesinto receivership. Failed bank transactions are attractive opportunitiesin part because
of loss sharing arrangements with the FDIC that limit the acquirer’s downside risk on the purchased loan portfolio and, apart from our assumption
of deposit liabilities, we have significant discretion as to the non-deposit liabilities that we assume. In addition, assets purchased from the FDIC are
marked to their fair value and in many casesthere islittle or no addition to goodwill arising from an FDIC-assisted acquisition. The bidding process
for failing banks could become very competitive, and the increased competition may make it more difficult for usto bid on termswe consider to be
acceptable. Further, all FDIC-assisted acquisitions would require usto obtain applicable regulatory approval.

If we do not open new branches as planned or do not achieve profitability on new branches, earnings may be reduced.

We plan to open approximately four to six new branches each year over the next few yearsin and around our target markets of southeastern
Pennsylvania, New Jersey, New Y ork, Maryland, Connecticut and Delaware. These plans may change. The opening of new branches is subject to
regulatory approvals. We cannot predict whether the banking regulators will agree with our growth plans or if or when they will provide the
necessary branch approvals. Numerous factors contribute to the performance of a new branch, such as the ability to select a suitable location,
competition, our ability to hire and retain qualified personnel, and the effectiveness of our marketing strategy. It takestime for anew branch to
generate significant deposits and loan volume to offset expenses, some of which, like salaries and occupancy expense, are relatively fixed costs.
Theinitial cost, including capital asset purchases, for each new branch to open would be in arange of approximately $200,000 to $250,000. These
new branches may not become profitable. During the period of time before a branch can become profitable, operating abranch will negatively
impact net income.
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To the extent that we are unable to increase loans through organic loan growth, we may be unable to successfully implement our growth
strategy, which could materially and adversely affect us.

In addition to growing our business through strategic acquisitions, we also intend to grow our business through organic loan growth. While loan
growth has been strong and our loan balances have increased from December 31, 2010 to December 31, 2011, much of this growth has come from
our warehouse lending business and loans that we have acquired. Thiswarehouse lending business tends to be volatile and we have seen strong
growth dueto the low interest rate environmental and strong refinancing activity. If the Bank is unsuccessful with diversifying itsloan
originations, our results of operations and financial condition could be negatively impacted.

We may not be ableto effectively manage our growth.

Our future operating results depend to alarge extent on our ability to successfully manage our rapid growth. Our rapid growth has placed, and it
may continue to place, significant demands on our operations and management. Whether through additional acquisitions or organic growth, our
current plan to expand our businessis dependent upon our ability to:

o continue to implement and improve our operational, credit, financial, management and other internal risk controls and processes
and our reporting systems and procedures in order to manage a growing number of client relationships;

o scale our technology platform;

o integrate our acquisitions and devel op consistent policies throughout the various businesses; and

e attract and retain management talent.

We may not successfully implement improvements to, or integrate, our management information and control systems, procedures and processesin
an efficient or timely manner and may discover deficienciesin existing systems and controls. In particular, our controls and procedures must be able
to accommodate an increase in loan volume in various markets and the infrastructure that comes with new banking centers and banks. Thus, our
growth strategy may divert management from our existing franchises and may require usto incur additional expendituresto expand our
administrative and operational infrastructure and, if we are unable to effectively manage and grow our banking franchise, we could be materially and
adversely affected. In addition, if we are unable to manage future expansion in our operations, we may experience compliance and operational
problems, have to slow the pace of growth, or have to incur additional expenditures beyond current projections to support such growth, any one of
which could materially and adversely affect us.

We may face risksrelated to minority investments.

From time to time, we may make or consider making minority investmentsin other financial institutions or technology companiesin the financial
services business. If we do so, we may not be able to influence the activities of companiesin which we invest, and may suffer losses due to these
activities. Investmentsin foreign companies could pose additional risks as aresult of distance, language barriers and potential lack of information
(for example, foreign institutions, including foreign financial institutions, may not be obligated to provide as much information regarding their
operations as those in the United States).

Some institutions we may acquire may have distressed assets and we may not be able to realize the value predicted from these assets or have
sufficient provision for futurelosses, or accurately estimate the future write-downs taken in respect of, these assets.

Thedeclinein real estate valuesin many markets across the United States and weakened general economic conditions may result in increasesin
delinquencies and losses in the loan portfolios and other assets of financial institutions that we acquire in amounts that exceed initial forecasts
developed during the due diligence investigation prior to acquiring those institutions. In addition, asset values may be impaired in the future dueto
factorsthat cannot currently be predicted, including significant deterioration in economic conditions and further declinesin collateral values and
credit quality indicators. Any of these events could adversely affect the financial condition, liquidity, capital position and value of institutions
acquired and of our business as awhole. Further, as aregistered bank holding company, if we acquire bank subsidiaries, they may become subject
to cross-guaranty liability under applicable banking law. If we do so and any of the foregoing adverse events occur with respect to one subsidiary,
they may adversely affect other subsidiaries. Current economic conditions have created an uncertain environment with respect to asset valuations
and we may not be able to sell assets of target institutions, evenif it is determined to be in our best intereststo do so. The institutions we will target
may have substantial amounts of asset classes for which thereis currently limited or no marketability.
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Asaresult of an investment or acquisition transaction, we may be required to take write-downs or write-offs, restructuring and impairment or
other chargesthat could have a significant negative effect on our financial condition and results of operations.

We conduct due diligence investigations of target institutions we intend to acquire. Intensive due diligence is time consuming and expensive due
to the operations, accounting, finance and legal professionals who must be involved in the due diligence process. Even if extensive duediligenceis
conducted on atarget institution with which we may be combined, this diligence may not reveal all material issues that may affect a particular target
institution, and factors outside our control or the control of the target institution may later arise. If, during the diligence process, wefail to identify
issues specific to atarget institution or the environment in which the target institution operates, we may be forced to later write down or write off
assets, restructure operations or incur impairment or other charges that could result in reporting losses. These charges may also occur if we are not
successful in integrating and managing the operations of the target institution with which we combine. In addition, charges of this nature may
cause us to violate net worth or other covenants to which we may be subject as aresult of assuming preexisting debt held by atarget institution or
by virtue of obtaining debt financing.

Resources could be expended in considering or evaluating potential investment or acquisition transactionsthat are not consummated, which
could materially and adversely affect subsequent attempts to locate and acquire or merge with another business.

We anticipate that the investigation of each specific target institution and the negotiation, drafting and execution of relevant agreements, disclosure
documents and other instruments will require substantial management time and attention and substantial costs for accountants, attorneys and
others. If adecision is made not to complete a specific investment or acquisition transaction, the costs incurred up to that point for the proposed
transaction likely would not be recoverable. Furthermore, even if an agreement is reached relating to a specific target institution, we may fail to
consummate the investment or acquisition transaction for any number of reasons, including those beyond our control. Any such event will result in
aloss of therelated costsincurred, which could materially and adversely affect subsegquent attempts to locate and acquire or merge with another
institution.

Risks Relating to the Regulation of Our Industry
The enactment of the Dodd-Frank Act may have a material adverse effect on our business.
The key effects of the Dodd-Frank Act on our business are:

o changesto regulatory capital requirements;

o exclusion of hybrid securities, including trust preferred securities, issued on or after May 19, 2010 from Tier 1 capital;

o creation of new government regulatory agencies (such as the Financial Stability Oversight Council, which will oversee systemic
risk, and the Consumer Financial Protection Bureau, which will develop and enforce rules for bank and non-bank providers of
consumer financial products);

potential limitations on federal preemption;

changes to deposit insurance assessments;

regulation of debit interchange feeswe earn;

changesin retail banking regulations, including potential limitations on certain fees we may charge; and

« changesin regulation of consumer mortgage loan origination and risk retention.

In addition, the Dodd-Frank Act restricts the ability of banksto engage in certain proprietary trading or to sponsor or invest in private equity or
hedge funds. The Dodd-Frank Act also contains provisions designed to limit the ability of insured depository institutions, their holding companies
and their affiliates to conduct certain swaps and derivatives activities and to take certain principal positionsin financial instruments.

Some provisions of the Dodd-Frank Act became effective immediately upon its enactment. Many provisions, however, will require regulations to be
promulgated by various federal agenciesin order to be implemented, some of which have been proposed by the applicable federal agencies. The
provisions of the Dodd-Frank Act may have unintended effects, which will not be clear until implementation. The changes resulting from the Dodd-
Frank Act could limit our business activities, require changes to certain of our business practices, impose upon us more stringent capital, liquidity
and leverage requirements or otherwise materially and adversely affect us. These changes may also require usto invest significant management
attention and resources to evaluate and make any changes necessary to comply with new statutory and regulatory requirements. Failure to comply
with the new requirements could also materially and adversely affect us. For a more detailed description of the Dodd-Frank Act, see “Business—
Supervision and Regulation—Federal Banking Laws—Dodd-Frank Wall Street Reform and Consumer Protection Act” above.

We operatein a highly regulated environment and the laws and regulations that govern our operations, corporate governance, executive
compensation and accounting principles, or changesin them, or our failureto comply with them, could materially and adversely affect us.

We are subject to extensive regulation, supervision, and legislation that govern almost all aspects of our operations. Intended to protect customers,
depositors and the Deposit Insurance Fund (the “ DIF”), these laws and regulations, among other matters, prescribe minimum capital requirements,
impose limitations on the business activities in which we can engage, limit the dividends or distributions that we can pay, restrict the ability of
institutions to guarantee our debt, and impose certain specific accounting requirements on us that may be more restrictive and may result in greater
or earlier chargesto earnings or reductionsin our capital than under accounting principals generally accepted in the United States ("GAAFP").
Compliance with laws and regulations can be difficult and costly, and changes to laws and regul ations often impose additional compliance costs.
Our failure to comply with these laws and regulations, even if the failure follows a good faith effort or reflects adifference in interpretation, could
subject usto restrictions on our business activities, fines and other penalties, any of which could materially and adversely affect us. Further, any
new laws, rules and regulations could make compliance more difficult or expensive and also materially and adversely affect us.
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The FDIC'srestoration plan and therelated increased assessment rate could materially and adversely affect us.

The FDIC insures deposits at FDIC-insured depository institutions up to applicable limits. The amount of a particular institution’s deposit
insurance assessment is based on that institution’srisk classification under an FDIC risk-based assessment system. An institution’srisk
classification is assigned based on its capital levels and the level of supervisory concern the institution posesto its regulators. Market
developments have significantly depleted the DIF of the FDIC and reduced the ratio of reservesto insured deposits. As aresult of recent economic
conditions and the enactment of the Dodd-Frank Act, the FDIC has increased the deposit insurance assessment rates and thus raised deposit
insurance premiums for many insured depository institutions. If these increases are insufficient for the DIF to meet its funding requirements, there
may need to be further special assessments or increasesin deposit insurance premiums. We are generally unable to control the amount of premiums
that we are required to pay for FDIC insurance. If there are additional bank or financial institution failures, we may be required to pay even higher
FDIC premiumsthan the recently increased levels. Any future additional assessments, increases or required prepaymentsin FDIC insurance
premiums may materially and adversely affect us, including by reducing our profitability or [imiting our ability to pursue certain business
opportunities.

Federal banking agencies periodically conduct examinations of our business, including compliance with laws and regulations, and our failure
to comply with any supervisory actions to which we become subject as a result of such examinations could materially and adversely affect us.

Federal banking agencies periodically conduct examinations of our business, including our compliance with laws and regulations. If, as aresult of
an examination, afederal banking agency were to determine that the financial condition, capital resources, asset quality, earnings prospects,
management, liquidity or other aspects of any of our operations had become unsatisfactory, or that the Company or its management wasin
violation of any law or regulation, it may take a number of different remedial actions as it deems appropriate. These actions include the power to
enjoin “unsafe or unsound” practices, to require affirmative actions to correct any conditions resulting from any violation or practice, to issue an
administrative order that can be judicially enforced, to direct an increase in our capital, to restrict our growth, to assess civil monetary penalties
against our officersor directors, to remove officers and directors and, if it is concluded that such conditions cannot be corrected or thereisan
imminent risk of loss to depositors, to terminate our deposit insurance. |If we become subject to such regulatory actions, we could be materially and
adversely affected.

The Federal Reserve may require usto commit capital resources to support our subsidiary banks.

Asamatter of policy, the Federal Reserve, which examines us and our subsidiaries, expects a bank holding company to act as a source of financial
and managerial strength to asubsidiary bank and to commit resources to support such subsidiary bank. Under the “ source of strength” doctrine,
the Federal Reserve may reguire a bank holding company to make capital injectionsinto atroubled subsidiary bank and may charge the bank
holding company with engaging in unsafe and unsound practices for failure to commit resources to such a subsidiary bank. In addition, the Dodd-
Frank Act directsthe federal bank regulatorsto require that all companies that directly or indirectly control an insured depository institution serve
as asource of strength for the institution. Under this requirement, we could be required to provide financial assistance to Customers Bank or any
other subsidiary banks we may own in the future should they experience financial distress. A capital injection may be required at times when we do
not have the resources to provide it and therefore we may be required to borrow the funds or raise additional equity capital from third parties. Any
financing that must be done by the holding company in order to make the required capital injection may be difficult and expensive and may not be
available on attractive terms, or at all, which likely would have a material adverse effect on us.

The short-term and long-term impact of the new regulatory capital standards and the forthcoming new capital ruleson U.S. banksisuncertain.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of the Basel Committee, announced an agreement to
a strengthened set of capital requirements for internationally active banking organizationsin the United States and around the world, known as
“Basel 111”. Basdl |11 increases the requirements for minimum common equity, minimum Tier 1 capital, and minimum total capital, to be phased in
over time until fully phased in by January 1, 2019.

Various provisions of the Dodd-Frank Act increase the capital requirements of bank holding companies, such as Customers Bancorp, and non-bank
financial companiesthat are supervised by the Federal Reserve. The leverage and risk-based capital ratios of these entities may not be lower than
the leverage and risk-based capital ratios for insured depository institutions. In particular, bank holding companies, many of which have long relied
on trust preferred securities as acomponent of their regulatory capital, will no longer be permitted to count trust preferred securities toward their
Tier 1 capital. Whilethe Basel 111 changes and other regulatory capital requirementswill likely result in generally higher regulatory capital standards,
itisnot known at thistime how any new standards will ultimately be applied to us and our bank subsidiary.
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We face arisk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-money laundering statutes and regulations.

The federal Bank Secrecy Act, the Uniting and Strengthening Americaby Providing Appropriate Tools Required to Intercept and Obstruct
Terrorism Act of 2001 (the“PATRIOT Act”) and other laws and regulations require financial institutions, among other duties, to institute and
maintain an effective anti-money laundering program and file suspicious activity and currency transaction reports as appropriate. The federal
Financial Crimes Enforcement Network, established by the U.S. Treasury Department to administer the Bank Secrecy Act, is authorized to impose
significant civil money penalties for violations of those requirements, and has recently engaged in coordinated enforcement efforts with the
individual federal banking regulators, aswell asthe U.S. Department of Justice, Drug Enforcement Administration, and Internal Revenue Service.
There isalso increased scrutiny of compliance with the rules enforced by the Office of Foreign Assets Control (the“OFAC”). If our policies,
procedures and systems are deemed deficient or the policies, procedures and systems of the financial institutions that we have already acquired or
may acquire in the future are deficient, we would be subject to liability, including fines and regul atory actions (such as restrictions on our ability to
pay dividends and the necessity to obtain regulatory approvals to proceed with certain aspects of our business plan, including our acquisition
plans), which could materially and adversely affect us. Failure to maintain and i mplement adequate programs to combat money laundering and
terrorist financing could also have serious reputational consequences for us.

Risks Relating to Our Voting Common Stock
Thereiscurrently no public market for our Voting Common Stock and an active, liquid market for our Voting Common Stock may not devel op.

Thereis no established public market for our Voting Common Stock and an active, liquid trading market for our V oting Common Stock may not
develop. Accordingly, shareholders may not be able to sell their shares of our Voting Common Stock at the volume, prices and times desired. We
cannot predict the extent to which investor interest will lead to an active trading market in our V oting Common Stock or how liquid that market might
become. A public trading market having the desired characteristics of depth, liquidity and orderliness depends upon the presence in the
marketplace of willing buyers and sellers of our Voting Common Stock at any given time, which presence will be dependent upon the individual
decisions of investors, over which we have no control. The lack of an established market could have a material adverse effect on the value of our
Voting Common Stock.

Even if an established trading market devel ops, the market price of our Voting Common Stock may be highly volatile, which may make it difficult for
shareholdersto sell their shares of our Voting Common Stock at the volume, prices and times desired. There are many factors that may impact the
market price of our Voting Common Stock, including, without limitation:

o general market conditions, including price levels and volume;

national, regional and local economic or business conditions;

the effects of, and changes in, trade, monetary and fiscal policies, including theinterest rate policies of the Federal Reserve;

our actual or projected financial condition, liquidity, results of operations, cash flows and capital levels;

publication of research reports about us, our competitors or the financial services industry generally, or changesin, or failure to

meet, securities analysts' estimates of our financial and operating performance, or lack of research reports by industry analysts or

ceasing of coverage;

o market valuations, aswell asthe financial and operating performance and prospects, of similar companies;

o future issuances or sales, or anticipated sales, of our common stock or other securities convertible into or exchangeable or
exercisable for our common stock;

o additions or departures of key personnel;

o theavailability, terms and deployment of capital;

o the impact of changes in financial services laws and regulations (including laws concerning taxes, banking, securities and
insurance);

« unanticipated regulatory or judicial proceedings, and related liabilities and costs;

o thetimely implementation of services and products by us and the acceptance of such services and products by customers;

o our ability to continue to grow our business internally and through acquisitions and successful integration of new or acquired
financial institutions, banking centers or other banking assets while controlling costs;

o compliance with laws and regulatory requirements, including those of federal, state and local agencies;

o our failure to comply with the Sarbanes-Oxley Act of 2002;
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changes in accounting principles, policies and guidelines;

actual, potential or perceived accounting problems affecting us;

rapidly changing technology;

other economic, competitive, governmental, regulatory and technological factors affecting our operations, pricing, products and
services; and

o other news, announcements or disclosures (whether by us or others) related to us, our competitors, our core markets or the
financial servicesindustry.

The stock marketsin general have experienced substantial fluctuations and volatility that has often been unrelated to the operating performance
and prospects of particular companies. These broad market movements may materially and adversely affect the market price of our Voting Common
Stock.

We do not expect to pay dividends on our Voting Common Stock in the foreseeable future, and our ability to pay dividendsis subject to
regulatory limitations.

We have not historically declared or paid dividends on our Voting Common Stock and we do not expect to do so in the near future. Any future
determination relating to dividend policy will be made at the discretion of our board of directors and will depend on a number of factors, including
earnings and financial condition, liquidity and capital requirements, the general economic and regulatory climate, ability to service any equity or
debt obligations senior to the Voting Common Stock, and other factors deemed relevant by the board of directors.

In addition, as abank holding company, we are subject to general regulatory restrictions on the payment of cash dividends. Federal bank regulatory
agencies have the authority to prohibit bank holding companies from engaging in unsafe or unsound practices in conducting their business, which
depending on the financial condition and liquidity of the holding company at the time, could include the payment of dividends. Further, various
federal and state statutory provisions limit the amount of dividends that our bank subsidiary can pay to us asits holding company without
regulatory approval. See Iltem 5, “Market for Registrant's Common Equity, Related Shareholder Matters and I ssuer Purchases of Equity Securities -
Dividends on Voting Common Stock” below for further detail regarding restrictions on our ability to pay dividends.

We may issue additional shares of our common stock in the future, which could adversely affect the value or voting power of the Voting
Common Stock.

Actual or anticipated issuances or sales of substantial amounts of our common stock in the future could cause the value of our Voting Common
Stock to decline significantly and make it more difficult for usto sell equity or equity-related securitiesin the future at atime and on terms that we
deem appropriate. Theissuance of any shares of our common stock in the future also would, and equity-related securities could, dilute the
percentage ownership interest held by shareholders prior to such issuance. Actual issuances of our Voting Common Stock could also significantly
dilute the voting power of our Voting Common Stock.

We have also made grants of restricted stock units and stock options with respect to shares of Voting Common Stock and Class B Non-Voting
Common Stock. We may also issue further equity-based awardsin the future. As such shares areissued upon vesting and as such options may
be exercised and the underlying shares are or become freely tradeabl e, the value or voting power of our Voting Common Stock may be adversely
affected and our ability to sell more equity or equity-related securities could also be adversely affected.

Futureissuances of debt and equity securities, which would dilute the holdings of our existing holders of Voting Common and may be senior to
our Voting Common Stock for the purposes of making distributions, periodically or upon liquidation, may negatively affect the market price of
our Voting Common Stock.

In the future, we may issue debt or equity securities or incur other borrowings. If we incur debt in the future, our futureinterest costs could
increase, and adversely affect our liquidity, cash flows and results of operations. Additional common stock issuances, directly or through
convertible or exchangeable securities, warrants or options, will generally dilute the holdings of our existing holders of VVoting Common Stock and
such issuances or the perception of such issuances may reduce the market price of our Voting Common Stock. Our preferred stock, if issued, would
likely have a preference on distribution payments, periodically or upon liquidation, which could eliminate or otherwise limit our ability to make
distributions to holders of our Voting Common Stock. Because our decision to issue debt or equity securities or incur other borrowingsin the future
will depend on market conditions and other factors beyond our control, the amount, timing, nature or success of our future capital raising effortsis
uncertain. Thus, holders of our Voting Common Stock bear the risk that our future issuances of debt or equity securities or our incurrence of other
borrowings will negatively affect the value of our Voting Common Stock.

Our directors and executive officers can influence the outcome of shareholder votes and, in some cases, shareholders may have no opportunity
to evaluate and affect the decision regarding a potential investment or acquisition transaction.

Asof February 29, 2012, the directors and executive officers of Customers Bancorp as agroup owned atotal of 666,600 shares of Voting Common
Stock, 20,833 shares of Class B Non-V oting Common Stock, and exercisable options or warrants to purchase up to an additional 286,584 shares of
Voting Common Stock, which potentially givesthem, as agroup, the ability to control approximately 10.8% of the issued and outstanding Voting
Common Stock. In addition, directors of Customers Bank who are not directors of Customers Bancorp own an additional 885,292 shares of Voting
Common Stock, which if combined with the directors and officers of Customers Bancorp, potentially gives them, as agroup, the ability to control
approximately 21.23% of the issued and outstanding V oting Common Stock. We believe ownership of stock causes directors and officersto have
the same interests as shareholders, but it also gives them the ability to vote as shareholders for mattersthat arein their personal interest, which may



be contrary to the wishes of other shareholders. Shareholderswill not necessarily be provided with an opportunity to evaluate the specific merits
or risks of one or more target institutions. In those instances, decisions regarding a potential investment or acquisition transaction will be made by
our board of directors. Except in limited circumstances as required by applicable law, consummation of an acquisition will not require the approval of
holders of Voting Common Stock. Accordingly, a shareholder may not have an opportunity to evaluate and affect the decision regarding potential
investment or acquisition transactions.
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Provisionsin our articles of incorporation and bylaws may inhibit a takeover of us, which could discourage transactions that would otherwise
bein the best interests of our shareholders and could entrench management.

Provisions of our articles of incorporation and bylaws, and applicable provisions of Pennsylvanialaw and the federal Change in Bank Control Act
may delay, inhibit or prevent someone from gaining control of our business through atender offer, business combination, proxy contest or some
other method even though some of our shareholders might believe a change in control is desirable. They might also increase the costs of
completing atransaction in which we acquire another financial services business, merge with another financial institution, or sell our businessto
another financial institution. These increased costs could reduce the val ue of the shares held by our shareholders upon compl etion of these types
of transactions.

Shareholders may be deemed to be acting in concert or otherwisein control of usand our bank subsidiaries, which could impose prior
approval requirements and result in adverse regulatory consequences for such holders.

We are abank holding company regulated by the Federal Reserve. Any entity (including a“group” composed of natural persons) owning 25% or
more of aclass of our outstanding shares of voting stock, or alesser percentageif such holder or group otherwise exercises a“ controlling
influence” over us, may be subject to regulation as a“bank holding company” in accordance with the Bank Holding Company Act of 1956, as
amended (the “BHCA"). In addition, (1) any bank holding company or foreign bank with aU.S. presenceis required to obtain the approval of the
Federal Reserve under the BHCA to acquire or retain 5% or more of a class of our outstanding shares of voting stock, and (2) any person other than
abank holding company may be required to obtain prior regulatory approval under the Change in Bank Control Act to acquire or retain 10% or more
of our outstanding shares of voting stock. Any shareholder that is deemed to “control” the Company for bank regulatory purposes would become
subject to prior approval requirements and ongoing regulation and supervision. Such a holder may be required to divest amounts equal to or
exceeding 5% of the voting shares of investments that may be deemed incompatible with bank holding company status, such asan investmentin a
company engaged in non-financial activities. Regulatory determination of “control” of adepository institution or holding company is based on all
of therelevant facts and circumstances. Potential investors are advised to consult with their legal counsel regarding the applicable regulations and
requirements.

Our common stock owned by holders determined by a bank regulatory agency to be acting in concert would be aggregated for purposes of
determining whether those holders have control of abank or bank holding company. Each shareholder obtaining control that isa“company” would
be required to register as a bank holding company. “Acting in concert” generally means knowing participation in ajoint activity or parallel action
towards the common goal of acquiring control of abank or a parent company, whether or not pursuant to an express agreement. The manner in
which this definitionisapplied inindividual circumstances can vary and cannot always be predicted with certainty. Many factors can lead to a
finding of acting in concert, including where: (i) the shareholders are commonly controlled or managed; (ii) the shareholders are partiesto an oral or
written agreement or understanding regarding the acquisition, voting or transfer of control of voting securities of a bank or bank holding company;
(iii) the shareholders each own stock in abank and are also management officials, controlling sharehol ders, partners or trustees of another
company; or (iv) both ashareholder and a controlling shareholder, partner, trustee or management official of such shareholder own equity in the
bank or bank holding company.

The FDIC'srecent policy statement imposing restrictionsand criteria on private investorsin failed bank acquisitions may apply to usand
certain of our investors, including a prohibition on sales or transfers of our securities by such investors until three yearsfrom such investor’s
acquisition of shares of common stock without FDI C approval.

On August 26, 2009, the FDIC issued a policy statement imposing restrictions and criteria on certain institutions and private investorsin failed bank
acquisitions. The policy statement is broad in scope and both complex and potentially ambiguous in its application. In most casesit would apply to
an investor with more than 5% of the total voting power of an acquired depository institution or its holding company, but in certain circumstances it
could apply to investors holding fewer voting shares. The policy statement will be applied to usif we make additional failed bank acquisitions from
the FDIC or if the FDIC changesitsinterpretation of the policy statement or determines at some future date that it should be applied because of our
circumstances.

In the event the policy statement appliesto us, investors subject to the policy statement could be prohibited from selling or transferring their
interests for three years. They also would be required to provide the FDIC with information about the investor and all entitiesin theinvestor’'s
ownership chain, including information on the size of the capital fund or funds, its diversification, itsreturn profile, its marketing documents, and its
management team and business model. Investors owning 80% or more of two or more banks or savings associations would be required to pledge
their proportionate interests in each institution to cross-guarantee the FDIC against losses to the DIF.
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Under the policy statement, the FDIC also could prohibit investment through ownership structures involving multiple investment vehicles that are
owned or controlled by the same parent company. Investorsthat directly or indirectly hold 10% or more of the equity of a bank or savings
association in receivership also would not be eligible to bid to become investors in the deposit liabilities of that failed institution. In addition, an
investor using ownership structures with entities that are domiciled in bank secrecy jurisdictions would not be eligible to own adirect or indirect
interest in an insured depository institution unless the investor’s parent company is subject to comprehensive consolidated supervision as
recognized by the Federal Reserve and the investor entersinto certain agreements with the U.S. bank regulators regarding access to information,
maintenance of records and compliance with U.S. banking laws and regulations. If the policy statement applies, we (including any failed bank we
acquire) could be required to maintain aratio of Tier 1 common equity to total assets of at least 10% for a period of 3 years, and thereafter maintain a
capital level sufficient to be well capitalized under regulatory standards during the remaining period of ownership of the investors. Our bank
subsidiary also may be prohibited from extending any new credit to investors that own at least 10% of our equity.
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Item 1B. Unresolved Staff Comments
Not Applicable
Item 2. Properties

The table below summarizes our |eases of branch and office properties, by county, as of December 31, 2011. We do not currently own any real
property.

County State Number
Bank Branches
Berks ) PA 4
Bucks PA 3
Chester 2 PA 4
Delaware PA 1
Mercer NJ 1
Waestchester NY 1
14

Administrative Office L ocations

Berks 3 PA 4
Chester ) PA 2
Mercer 4 NJ 1
Westchester (5) NY 1

8

(1) Includesthefull service branch at 1001 Penn Avenue, Wyomissing, PA aswell as three branches acquired through the Berkshire Bancorp, Inc.
acquisition.

(2) Includes the corporate headquarters of Customers Bank and afull service branch located in a freestanding building at 99 Bridge Street,
Phoenixville, PA 19460, wherein we lease approximately 15,298 square feet on 2 floors. The lease on thislocation expiresin 2022. Also includesthe
lease of 5,500 square feet of property at 513 Kimberton Road in Phoenixville, Pennsylvaniawhere we maintain afull service commercial bank branch
and corporate offices. The lease on thislocation expiresin 2013.

() Includes the corporate headquarters of Customers Bancorp, whichislocated at 1015 Penn Avenue, Wyomissing, PA. Theleased space coversa
total of 8,000 square feet. Thislease expiresin 2015. Also, includes the administrative offices for the corporate lending group which is housed
within the Exeter branch location and two other administrative offices for Company personnel. The leases on these locations expirein 2013 and
2014.

(4) Welease 5,059 square feet of spacein Hamilton, New Jersey from which we conduct our mortgage warehouse and retail lending activities. The
lease on thislocation expiresin 2015.

(5) Representsthe former Port Chester branch location which is currently being utilized as space for administrative offices.

The bank branch locations, which range in size from approximately 2,300 to 3,300 square feet have |eases on these | ocations which expire between
2013 and 2021.

The total minimum cash lease payments for our current branches, administrative offices and mortgage warehouse lending locations amount to
approximately $157,000 per month.
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Item 3. Legal Proceedings

Although from time to time we are involved in various legal proceedingsin the normal course of business, other than as described below, there are
no material legal proceedingsto which we are a party or to which our property is subject.

On November 15, 2010, Customers Bank filed suit against Open Solutions, Inc. (“OSI”) in the United States District Court for the Eastern District of
Pennsylvania, seeking damages for failure to assist in the conversion of system and customer information associated with the former USA Bank and
requesting injunctive relief to compel OS| to assist with the deconversion of the former USA Bank’s systems. OS| filed counterclaims against
Customers Bank on November 24, 2010, asserting claims for breach of contract and breach of settlement agreement. In support of its breach of
contract claim, OSI alleged that Customers Bank “assumed” the former-USA Bank agreements and is bound by those agreements. OSI claimed that
it has sustained damages in excess of $1 million. Customers Bank disputed that it has any liability to OSI. Prior to trial, OSI dismissed with prejudice
its settlement agreement claim. Trial was held on February 24, 2011. On March 7, 2011, the Court ruled against Customers Bank and in favor of OS|
asfollows: judgment was entered against Customers Bank on OS|’s claim that the agreements between OSI and USA Bank were assumed by
Customers Bank and judgment was entered against Customers Bank on its claims against OSI; judgment was entered for OSI on its breach of
contract claim under one agreement, in the amount of $104,000; the Court found there was no breach of the second agreement by Customers Bank
and no proof of damages. OSI hasfiled amotion for payment of legal fees and costs associated with the litigation, which are estimated to be around
$205,000. Customers Bank has filed a motion with the Court to vacate the judgment and to enter judgment in favor of Customers Bank on OSl's
counterclaim. In addition, the FDIC has filed a motion to intervenein the litigation, and has also sought dismissal of OSI’s counterclaims on
jurisdictional grounds. On May 3, 2011, the Court granted the FDIC’s motion to intervene, and directed that OS| respond to the motion to dismiss
the counterclaim. On August 9, 2011, the Court granted the FDIC's motion to dismiss and vacated the judgment entered against Customers Bank.
The Court denied the Bank’s post-trial motion as moot because of the Court’s vacatur of the judgment. On September 2, 2011, OSI filed a notice of
appeal to the United States Court of Appealsfor the Third Circuit, in which OSI appeals from the Court’s August 9, 2011 Order granting the FDIC's
motion to dismiss. The Third Circuit has not yet set a schedule for briefing or argument.

Item 4. Mine Safety Disclosures

Not Applicable.

33




PART I
Item 5. Market For Registrant’s Common Equity, Related Shareholder Mattersand I ssuer Purchases of Equity Securities
Trading Market for Voting Common Stock

Thereis no established public trading market for our Voting Common Stock or Class B Non-V oting Common Stock. Neither our V oting Common
Stock nor our Class B Non-Voting Common Stock is actively traded nor listed for trading on any securities exchange and an active market may not
develop as further described in “ Risk Factors— There s currently no public market for our Voting Common Stock and an active, liquid market for our
Voting Common Stock may not develop” beginning at page 28 of this Form 10-K. We do not make a market in our securities, nor do we attempt to
negotiate prices for trades of such securities.

Market Price of Voting Common Stock

Asof February 29, 2012, there were: (1) approximately 910 shareholders of record of our Voting Common Stock and approximately 12 shareholders
of record of our Class B Non-Voting Common Stock; and (2) 8,503,541 outstanding shares of our Voting Common Stock and 2,844,142 outstanding
shares of our Class B Non-Voting Common Stock.

The below chart shows the high and low sale prices of our Voting Common Stock known by management to have occurred, or bid quotations on the
Pink Sheets, for the periods from January 1, 2010 through December 31, 2011. These quotations reflect interdealer prices, without retail mark-up,
mark downs or commission and may not represent actual transactions. Prices have been restated to reflect the Reorganization, including that each
three shares of Customers Bank was exchanged for one share of Customers Bancorp in the Reorganization.

Quarter ended High (1) Low (1)
December 31, 2011 $ 1350 $ 13.50
September 30, 2011 $ - 3 -

June 30, 2011 $ 1500 $ 13.20

March 31, 2011 $ 1650 $ 14.40
December 31, 2010 $ 1650 $ 14.40
September 30, 2010 $ 1545 $ 15.00

June 30, 2010 $ 2100 $ 14.25

March 31, 2010 $ 1650 $ 16.50

(1) There are no brokerage firms that are active market makers in our Voting Common Stock or Class B Non-Voting Common Stock.
Consequently, information on current stock trading prices is not readily available. There may have been additional transactions of
which management is unaware, and such transactions could have occurred at higher or lower prices. The current trading symbol of
our Voting Common Stock on the Pink Sheetsis “CUUU”. The last reported sale on the Pink Sheets of our Voting Common Stock on
February 29, 2012 was $10.25 per share.

Dividendson Voting Common Stock

Neither Customers Bancorp nor Customers Bank has paid any cash dividends on its shares of common stock. We intend to follow a policy of
retaining earnings, if any, to increase our net worth and reserves over the next few years. We have not historically declared or paid dividends on
our Voting Common Stock and we do not expect to do so in the near future. Any future determination relating to our dividend policy will be made at
the discretion of our board of directors and will depend on a number of factors, including our earnings and financial condition, liquidity and capital
requirements, the general economic and regulatory climate, our ability to service any equity or debt obligations senior to V oting Common Stock, and
other factors deemed relevant by our board of directors. Presently, for the reasons described below, Customers Bank is not authorized to pay cash
dividends on its shares.

Dividend payments made by Customers Bank to its shareholders are subject to the Pennsylvania Banking Code, the Federal Deposit Insurance Act,
and the regulations of the Federal Reserve Board.

The Pennsylvania Banking Code provides that cash dividends may be declared and paid only out of accumulated net earnings and that, prior to the
declaration of any dividend, if the surplus of abank islessthan the amount of its capital, the bank shall, until surplusisequal to such amount,
transfer to surplus an amount which is at least ten percent of the net earnings of such bank for the period since the end of the last fiscal year or for
any shorter period since the declaration of adividend. If the surplus of abank isless than fifty percent of the amount of capital, no dividend may be
declared or paid without the prior approval of the Pennsylvania Banking Department until such surplusis equal to fifty percent of such bank’s
capital.




Under the Federal Reserve Act, if losses have at any time been sustained by a bank equal to or in excess of its undivided profits then on hand, no
dividend is permitted; no dividends can be paid in an amount greater than abank’s net profit |ess |osses and bad debts. Cash dividends must be
approved by the Federal Reserve Board if the total of all cash dividends declared by abank in any calendar year, including the proposed cash
dividend, exceeds thetotal of such bank’s net profitsfor that year plusits retained net profits from the preceding two years less any required
transfersto surplus or afund for the retirement of preferred stock, if any. The Federal Reserve Board and the Pennsylvania Banking Department
each has the authority under the Federal Reserve Act to prohibit the payment of cash dividends by a bank when it determines such payment to be
an “unsafe or unsound banking practice” under the then existing circumstances.

The Federal Deposit Insurance Act generally prohibits all payments of dividends by any bank that isin default of any assessment of the FDIC.

The Federal Reserve Board and the FDIC have formal and informal policies, which provide that insured banks and bank holding companies should
generally pay dividends only out of current operating earnings, with some exceptions. The Federal banking laws further limit the ability of banksto
pay dividendsif they are not classified aswell capitalized or adequately capitalized.

Customers Bank does not have any accumulated net earnings, and so, under the foregoing restrictions, Customers Bank is not presently permitted
to pay dividends.

Further, under the MOU, Customers Bank may not declare or pay any dividends that would causeits capital ratiosto fall below the higher of the
minimum levelsfor a“well capitalized” classification under Prompt Corrective Action standards pursuant to the Federal Deposit Insurance Act, or
the internal ratios set in our capital plan without the prior written approval of the Pennsylvania Department of Banking.

Recent Sales of Unregistered Securities

Below isachart that providesinformation relating to all unregistered offers of securities by usin 2011. The number of securities referenced is as of
the date of issuance in the applicable offering. The securitiesin thetwo 2011 3rd Quarter Private Offers noted below were offered and sold in
reliance on an exemption under 4(2) of the Securities Act for securitiesissued pursuant to atransaction by an issuer not involving any public
offering. These offers and sales were made to an accredited investor under Rule 501 of Regulation D promulgated under the Securities Act, and no
advertising or general solicitation was employed. The securitiesin the 2011 1st Quarter Private Offer noted below were offered and sold in reliance
on an exemption under 3(a)(5) of the Securities Act for securitiesissued by a bank.

OFFERING TYPES AND NUMBERS OF AGGREGATE PURCHASE DATE OF TYPES OF
SECURITIES SOLD PRICE PAID OR OTHER COMPLETION OF INVESTORS
CONSIDERATION GIVEN OFFERING
FOR SECURITIES

2011 3rd Quarter 419,000 shares of Voting Common  $13,000,000 September 30, 2011 Accredited Investor
Private Offer Stock
565,848 shares of Class B Non-Voting
Common Stock
2011 3rd Quarter 2,892 shares of Series A Preferred Exchange for Berkshire TARP  September 17, 2011 United States
Private Offer Shares and 145 shares of SeriesB Shares Series A and Berkshire Department of Treasury
Preferred Shares. TARP Shares Series B
2011 1st Quarter 879,577 shares of Voting Common $16,130,875 March 31, 2011 Institutional and
Private Offer Stock Accredited Investors

509,308 shares of Class B Non-Voting
Common Stock

In addition to the foregoing, during 2011 we granted certain of our employees options to purchase an aggregate of 344,333 shares of our common
stock under our 2010 Plan and restricted stock unitsto acquire 35,622 shares of common stock under our 2004 Plan. We received no consideration
for these awards. We believe that these awards were not subject to the registration requirements of Section 5 of the Securities Act, as amended (the
"Securities Act"), as the issuance without payment of any consideration therefor does not constitute a"sale" under Section 2(3) of the Securities
Act. We also believe these issuances would be exempt under (i) Section 3(a)(5) of the Securities Act for securitiesissued by abank, (ii) Rule 701 as
they were offered under written compensatory benefit plans, or (iii) Section 4(2) of the Securities Act as transactions by an issuer not involving a
public offering with no advertising or general solicitation being employed.
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Share Repurchases
The following table provides information regarding purchases made by us of our common stock during the fourth quarter of fiscal 2011:

Maximum Number (or

Total Number of Approximate Dollar
Shares Purchased as Value) of Sharesthat
Total Number of Part of Publicly May Yet Be

Shares Repurchased Average Price Announced Plans or Purchased Under the

Period (@ Paid per Share Programs Plans or Programs
Oct. 1, 2011 —Oct. 31, 2011 $ - 3 - 3 - 3 -
Nov. 1, 2011 — Nov. 30, 2011 23,809 10.50 - -
Dec. 1, 2011 — Dec. 31, 2011 23,810 10.50 . .
Total $ 47,619 $ 10.50 $ - % -

(a) We purchased an aggregate of 47,619 shares of our Voting Common Stock from a shareholder in two separate private transactions.
Item 6. Selected Financial Data
Customers Bancor p and Subsidiary
The following table presents Customers Bancorp’s summary consolidated financial data. We derived our balance sheet and income statement data
for the years ended December 31, 2011, 2010, 2009, 2008 and 2007 from our audited financial statements. The summary consolidated financial data
should be read in conjunction with, and are qualified in their entirety by, our financial statements and the accompanying notes and the other

information included elsewhere in this Annual Report.

Dollar amounts, in thousands except per share data

For the Period 2011(1) 2010(2) 2009 2008 2007
Interest income $ 61439 $ 30,907 $ 13486 $ 15502 $ 17,659
Interest expense 22,463 11,546 6,336 8,138 10,593
Net interest income 38,976 19,361 7,150 7,364 7,066
Provision for loan losses 9,450 10,397 11,778 611 444
Bargain purchase gain on bank acquisitions — 40,254 — — —
Total non-interest income (loss) excluding bargain

purchase gains 13,652 5,349 1,043 (350) 356
Total non-interest expense 37,309 26,101 9,650 7,654 6,908
Income (loss) before taxes 5,869 28,466 (13,235) (1,251) 70
Income tax expense (benefit) 1,835 4,731 — (426) (160)
Net income (loss) 4,034 23,735 (13,235) (825) 230
Net income (loss) attributable to common

shareholders $ 3990 $ 23735 % (13,235) $ (825) $ 230
Basic earnings (loss) per share (3) $ 040 $ 37 % (1098) $ (123) $ 0.33
Diluted earnings (loss) per share (3) $ 039 $ 369 $ (1098) $ 123) $ 0.33
At Period End
Total assets $ 2077532 $ 1374407 $ 349,760 $ 274,038 $ 272,004
Cash and cash equivalents 73570 238,724 68,807 6,295 6,683
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Investment securities (4) 398,684
Loans held for sale 174,999
L oans receivable not covered by L oss Sharing
Agreements with the FDIC (5) 1,216,265
Allowance for loan and |ease | osses 15,032
L oans receivable covered under L oss Sharing
Agreements with the FDIC (5) 126,276
FDIC loss sharing receivable (5) 13,077
Deposits 1,583,189
Other borrowings 331,000
Shareholders' equity 147,748
Tangible common equity(6) $ 146,150
Selected Ratiosand ShareData
Return on average assets 0.24%
Return on average equity 3.56%
Book value per share (3) $ 13.02
Tangible book value per common share(3) (6) $ 12.88
Common shares outstanding (3) 11,347,683
Net interest margin 2.44%
Equity to assets 7.11%
Tangible common equity to tangible assets(6) 7.04%
Tier 1 leverageratio - Bank 7.33%
Tier 1 leverageratio — Customers Bancorp 7.59%
Tier 1 risk-based capital ratio - Bank 9.97%
Tier 1 risk-based capital ratio - Customers Bancorp 10.32%
Total risk-based capital ratio - Bank 11.08%
Total risk-based capital ratio — Customers Bancorp 11.43%
Asset Quality - Non-Covered L oans
Non-performing (5) $ 45,137
Non-performing loans to total non-covered loans (5) 3.71%
Other real estate owned (5) $ 7,316
Non-performing assets (5) $ 52,453
Non-performing, non-covered assets to total non-
covered assets (5) 2.70%
Allowancefor loan and |ease losses to total non-
covered loans (5) 1.24%
Allowance for loan and lease losses to non-performing,
non-covered |oans (5) 33.30%
Net charge offs $ 9,547
Net charge offs to average non-covered |oans(5) 1.13%
Asset Quality - Covered Loans
Non-performing loans (5) 45,213
Non-performing loansto total covered loans 35.80%
Other real estate owned (5) 6,166
Non-performing assets (5) 51,379
Non-performing assets to total covered assets 38.79%
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(1) On September 17, 2011, we completed our acquisition of Berkshire Bancorp, Inc. All transactions since the acquisition date are included in our
consolidated financial statements.

(2) During the third quarter of 2010, we acquired two banksin FDIC assisted transactions. All transactions since the acquisition dates are included
in our consolidated financial statements.

(3) Effective September 17, 2011, Customers Bank reorganized into the holding company structure pursuant to which all of theissued and
outstanding common stock of the Bank was exchanged on athree to one basis for common stock of Customers Bancorp (i.e., each three shares of
Customers Bank being exchanged for one share of Customers Bancorp). All share and per share information has been restated retrospectively to
reflect the Reorgani zation.

(4) Includes available-for-sale and held-to-maturity investment securities.

(5) Certain loans and other real estate owned (described as “covered”) acquired in the two FDIC assisted transactions are subject to L oss Sharing
Agreements between Customers Bank and the FDIC. If certain provisions within the L oss Sharing Agreements are maintained, the FDIC will
reimburse Customers Bank for 80% of the unpaid principal balance and certain expenses. A loss sharing receivable was recorded based upon the
credit eval uation of the acquired |oan portfolio and the estimated periods for repayments. L oans receivable and assets that are not subject to the
L oss Sharing Agreement are described as “ non-covered”.

(6) Our selected financial data contains non-GAAP financial measures cal culated using non-GAAP amounts. These measures include tangible
common equity and tangible book value per common share and tangible common equity to tangible assets.

Management uses these non-GAAP measures to present historical periods comparable to the current period presentation. In addition, we believe
the use of these non-GAAP measures provides additional clarity when assessing our financial results and use of equity. These disclosures should
not be viewed as substitutes for results determined to be in accordance with GAAP, nor are they necessarily comparable to non-GAAP performance
measures that may be presented by other entities. We cal culate tangible common equity by excluding preferred stock and goodwill from total
shareholders' equity. Tangible book value per common share equal s tangible common equity divided by common shares outstanding. A
reconciliation of each of these Non-GAAP financial measures against the most directly comparable GAAP measure is set forth below.

2011 2010 2009 2008 2007

Shareholders' equity $ 147,748  $ 105140 $ 21503 $ 16,849 $ 16,830
Less:

Preferred stock — — — (980) —

Intangible assets (1,598) — — — —
Tangible common equity $ 146,150 $ 105,140 $ 21503 $ 15869 $ 16,830
Shares outstanding 11,348 8,398 1,841 674 674
Book value per share $ 13.02 $ 1252 $ 1168 $ 2501 $ 24.97
Less: effect of excluding intangible

assets and preferred stock (0.14) - - (1.45) -

Tangible book value per share $ 1288 $ 1252 $ 1168 $ 2356 $ 24.97
Total assets $ 2077532 $ 1374407 $ 349,760 $ 274,038 $ 272,004
Less: intangible assets (1,598) - - - -
Total tangible assets $ 2075934 $ 1374407 $ 349,760 $ 274,038 $ 272,004
Equity to assets 7.11% 7.65% 6.15% 6.15% 6.19%
Less: effect of excluding intangible assets and preferred
stock (0.07) — — (0.36) —
Tangible common equity to tangible assets 7.04% 7.65% 6.15% 5.79% 6.19%
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Item 7. Management’s Discussion and Analysisof Financial Condition and Results of Operations
Critical Accounting Palicies

We have adopted various accounting policies that govern the application of GAAP and that are consistent with general practices within the
banking industry in the preparation of our financial statements. Our significant accounting policies are described in footnote 3 to our audited
financial statements.

Certain accounting policiesinvolve significant judgments and assumptions by us that have a material impact on the carrying value of certain assets
and liabilities. We consider these accounting policiesto be critical accounting policies. The judgment and assumptions used are based on
historical experience and other factors, which are believed to be reasonabl e under the circumstances. Because of the nature of the judgments and
assumptions management makes, actual results could differ from these judgments and estimates, which could have a material impact on the carrying
values of our assets and liabilities and our results of operations.

Thefollowing isasummary of the policies we recognize asinvolving critical accounting estimates: Allowance for Loan Losses, Stock-Based
Compensation, Unrealized Gains and Losses on Available for Sale Securities, Fair Value, Acquisition Accounting, FDIC Receivable for Loss, and
Deferred Income Taxes.

Allowance for Loan Losses. We maintain an allowance for |oan losses at alevel management believesis sufficient to absorb estimated probable
credit losses. Management’s determination of the adequacy of the allowance is based on periodic eval uations of the loan portfolio and other
relevant factors. However, this evaluation isinherently subjective asit requires significant estimates by management. Considerationisgivento a
variety of factorsin establishing these estimates including historical losses, current and anticipated economic conditions, the size and composition
of the loan portfolio, delinquency statistics, criticized and classified assets and impaired |oans, results of internal loan reviews, borrowers’ perceived
financial and management strengths, the adequacy of underlying collateral, the dependence on collateral, or the strength of the present value of
future cash flows and other relevant factors. These factors may be susceptible to significant change. To the extent actual outcomes differ from
management estimates, additional provisionsfor |oan losses may be required which may adversely affect our results of operationsin the future.

Stock-Based Compensation. We recognize compensation expense for stock options and their management stock purchase plans (collectively,
stock based compensation plans) in accordance with FASB ASC 718 Compensation - Stock Compensation. Expense related to stock based
compensation plans granted will generally be measured based on the fair value of the option at the grant date, with compensation expense
recognized over the service period, which is usually the vesting period. We will utilize the Black-Schol es option-pricing model to estimate the fair
value of each option on the date of grant. The Black-Scholes model takesinto consideration the exercise price and expected life of the option, the
current price of the underlying stock and our expected volatility, the expected dividends on the stock and the current risk-free interest rate for the
expected life of the option. Our estimate of the fair value of a stock option is based on expectations derived from historical experience and may not
necessarily equate to our market value when fully vested.

Unrealized Gains and Losses on Securities Available for Sale. Wereceive estimated fair values of debt securities from independent valuation
services and brokers. In developing these fair values, the valuation services and brokers use estimates of cash flows based on historical
performance of similar instrumentsin similar rate environments. Debt securities available for sale are mostly comprised of mortgage backed
securities and U.S. government agency securities. We use various indicatorsin determining whether a security is other-than-temporarily impaired,
including for equity securities, if the market value is below its cost for an extended period of time with low expectation of recovery or, for debt
securities, when it is probable that the contractual interest and principal will not be collected. The debt securities are monitored for changesin
credit ratings because adverse changesin credit ratings could indicate a change in the estimated cash flows of the underlying collateral or

issuer. The unrealized losses associated with securities that management does not intend to sell, and more likely than not that we will be required to
sell prior to maturity or market price recovery, are not considered to be other than temporary as of December 31, 2011 and December 31, 2010,
because the unrealized | osses are related to changesin interest rates and do not affect the expected cash flows of the underlying collateral or issuer.

Fair Value. Thefair value of afinancial instrument is defined as the amount at which the instrument could be exchanged in a current transaction
between willing parties, other than in aforced or liquidation sale. Management estimates the fair value of afinancial instrument using a variety of
valuation methods. Where financial instruments are actively traded and have quoted market prices, quoted market prices are used for fair value.
When the financial instruments are not actively traded, other observable market inputs, such as quoted prices of securitieswith similar
characteristics, may be used, if available, to determine fair value. When observable market prices do not exist, we estimate fair value. The valuation
methods and inputs consider factors such as types of underlying assets or liabilities, rates of estimated credit |osses, interest rate or discount rate
and collateral. The best estimate of fair value involves assumptions including, but not limited to, various performance indicators, such as historical
and projected default and recovery rates, credit ratings, current delinquency rates, loan-to-value ratios and the possibility of obligor refinancing.
US GAAP requiresthe use of fair values in determining the carrying values of certain assets and liabilities, aswell asfor specific disclosures. The
most significant uses of fair valuesinclude impaired loans and foreclosed property and the net assets acquired in business combinations.

Acquisition Accounting. Assets acquired and liabilities assumed in our FDIC-assisted acquisitions are recorded at their fair values. Thefair value
of aloan portfolio acquired in a business combination requires greater levels of management estimates and judgment than the remainder of
purchased assets or assumed liabilities. The credit risks inherent and evidenced in the FDI C-assisted transactions resulted in substantially all loans
purchased in the transaction being purchased with a credit discount. On the date of acquisition, when the loans have evidence of credit
deterioration since their origination and we believeit is probable that we will not collect all contractually required principal and interest payments,
werefer to the difference between contractually required payments and the cash flows expected to be collected as the non-accretable discount. We
must estimate expected cash flows at each reporting date. Subsequent decreases to the expected cash flows will generally result in a provision for
loan losses. Subsequent increasesin cash flowsresult in areversal of the provision for loan losses to the extent of prior charges and adjusted
accretable discount, which will have a positive effect on interest income.
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Because we record loans acquired in connection with FDIC-assisted acquisitions at fair value, we record no allowance for loan losses related to the
acquired covered loans on the acquisition date, given that the fair value of the loans acquired incorporates assumptions regarding credit risk. The
acquired loans are recorded at fair value in accordance with the fair value methodology, exclusive of the loss share agreements with the FDIC.

The acquired covered loans are subject to the accounting prescribed by FASB ASC Topic 310 Receivables, and subsequent changes to the basis
of the loss share agreements also follow that model. Deterioration in the credit quality of the loans (immediately recorded as an adjustment to the
allowance for loan losses) would immediately increase the basis of the loss share agreements, with the offset recorded through the consolidated
statement of operations. Increasesin the credit quality or cash flows of loans (reflected as an adjustment to the discount and accreted into income
over theremaining life of the loans) decrease the basis of the loss share agreements. That decrease is accreted into income over either the same
period or the life of the |oss share agreements, whichever is shorter. Loss assumptions used in the basis of the covered loans are consistent with
the loss assumptions used to measure the FDIC receivable. Fair value accounting incorporates into the fair value of the FDIC receivable an element
of the time value of money, which is accreted back into income over the life of the loss share agreements.

FDIC Receivablefor Loss Share Agreements. The majority of the loans and other real estate assets acquired in an FDIC-assisted acquisition are
covered under |oss share agreements with the FDIC in which the FDIC has agreed to reimburse us for 80% of all losses incurred in connection with
those assets. We estimated the amount that we will receive from the FDIC under the |oss share agreements that will result from lossesincurred as
we dispose of covered loans and other real estate assets, and we recorded the estimate as areceivable from the FDIC.

The FDIC loss sharing receivabl e is measured separately from the related covered assets because it is not contractually embedded in the assets and
isnot transferable if we sell the assets. We estimated the fair value of the FDIC loss sharing receivabl e using the present value of cash flows
related to the loss share agreements based on the expected reimbursements for osses and the applicabl e loss share percentages. We review and
update the fair value of the FDIC receivable prospectively as |oss estimates rel ated to covered |oans and other real estate owned change.
Subsequent decreases in the amount expected to be collected result in a provision for loan and | ease | osses, an increase in the allowance for loan
and lease losses, and a proportional adjustment to the FDIC receivable for the estimated amount to be reimbursed. Subsequent increasesin the
amount expected to be collected resultsin the reversal of any previously-recorded provision for loan and lease losses and related allowance for loan
and lease | osses and adjustments to the FDIC receivable, or prospective adjustment to the accretable discount if no provision for loan and lease
losses had been recorded. The ultimate realization of the FDIC loss sharing receivable depends on the performance of the underlying covered
assets, the passage of time and claims paid by the FDIC. The accretion of the FDIC receivable discount is recorded into noninterest income using
the level yield method over the estimated life of thereceivable. In November 2010, we received the first reimbursement under the USA Bank Loss
Sharing Agreement. During 2011, we received reimbursements under both the USA Bank and ISN L oss Sharing Agreements.

Deferred Income Taxes. We provide for deferred income taxes on the asset and liability method whereby deferred tax assets are recognized for
deductible temporary differences and deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the
differences between the reported amounts of assets and liabilities and net operating loss carry-forwards and their tax basis. The valuation
allowance previously applied to the net deferred tax assets was reversed when, in the opinion of management, it is more likely than not that the
deferred tax assets will berealized. Deferred tax assets and liabilities are adjusted for the effects of changesin tax laws and rates on the date of
enactment. If the Bank concludesthat it is more likely than not that some portion or all of the deferred tax asset will not be realized or if losses
continue, the balance of deferred tax assetswill be reduced by a valuation allowance.

Background and Reorganization

Customers Bancorp was formed in April 2010 to facilitate a reorganization into a bank holding company structure pursuant to which Customers
Bank became awholly-owned subsidiary of Customers Bancorp (the “Reorganization”) on September 17, 2011. Pursuant to the Reorganization, all
of the issued and outstanding shares of Voting Common Stock and Class B Non-V oting Common Stock of Customers Bank were exchanged on a
three-to-one basis for shares of Voting Common Stock and Class B Non-V oting Common Stock, respectively, of Customers Bancorp (i.e., each three
shares of Customers Bank being exchanged for one share of Customers Bancorp). Customers Bancorp is authorized to issue up to 100,000,000
shares of Voting Common Stock, 100,000,000 shares of Class B Non-V ating Common Stock and 100,000,000 shares of preferred stock. All share and
per share information has been restated to reflect the Reorganization.

In the Reorganization, the Bank’s issued and outstanding shares of V oting Common Stock of 22,525,825 shares and Class B Non-Voting Common
Stock of 6,834,895 shares converted into 7,508,473 shares of Customers Bancorp's Voting Common Stock and 2,278,294 shares of Customers
Bancorp’'s Class B Non-Voting Common Stock. Cash was paid in lieu of fractional shares. Outstanding warrantsto purchase 1,410,732 shares of
the Bank’s V oting Common Stock with aweighted-average exercise price of $3.55 per share and 243,102 shares of the Bank’s Class B Non-Voting
Common Stock with aweighted-average exercise price of $3.50 per share were converted into warrants to purchase 470,260 shares of Customers
Bancorp’s Voting Common Stock with aweighted-average exercise price of $10.64 per share and warrants to purchase 81,036 shares of Customers
Bancorp's Class B Non-V oting Common Stock with aweighted-average exercise price of $10.50 per share. Outstanding stock options to purchase
2,572,404 shares of the Bank's VVoting Common Stock with aweighted- average exercise price of $3.50 per share and stock options to purchase
231,500 shares of the Bank’s Class B Non-V oting Common Stock with aweighted-average exercise price of $4.00 per share were converted into
stock options to purchase 855,774 shares of Customers Bancorp’s Voting Common Stock with aweighted-average exercise price of $10.49 per share
and stock optionsto purchase 77,166 shares of Customers Bancorp’s Class B Non-Voting Common Stock with aweighted-average exercise price of
$12.00 per share.

Accordingly, descriptions of balance sheet and income statement items prior to September 17, 2011 represent those of Customers Bank, and
descriptions of balance sheet and income statement items after September 17, 2011 represent the consolidated results of Customers Bancorp. The
consolidated results of operations and financial condition presented for those periods after the Reorganization Date, September 17, 2011, include
combined results for Customers Bancorp and Customers Bank. All share and per share information has been retrospectively restated to reflect the
Reorganization, including that each three shares of Customers Bank was exchanged for one share of Customers Bancorp in the Reorganization.
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Overview

The following discussion and analysis presents material factors affecting our financial condition as of December 31, 2011 and December 31, 2010
and results of operations for the three yearsin the period ended December 31, 2011. Thisdiscussion and analysis should be read in conjunction
with our financia statements, notes thereto and other financial information appearing elsewherein this Form 10-K.

Like most financia institutions, we derive the majority of our income from interest we receive on our interest-earning assets, such asloans and
investments. Our primary source of funds for making these loans and investmentsis our deposits, on which we pay interest. Consequently, one of
the key measures of our success is our amount of net interest income, or the difference between the income on our interest-earning assets and the
expense on our interest-bearing liabilities, such as deposits and borrowings. Another key measure is the spread between the yield we earn on these
interest-earning assets and the rate it pays on our interest-bearing liabilities, which is called our net interest spread.

There arerisksinherent in all loans, so we maintain an allowance for |oan losses to absorb probabl e losses on existing |oans that may become
uncollectible. We maintain this allowance by charging a provision for loan |osses against our operating earnings. We haveincluded a detailed
discussion of this process, as well as several tables describing our allowance for loan losses.

The external environment continues to be very challenging as the economy struggles through arecession. Many business customersin our market
experienced aloss of revenues and there was an increase in bankruptcies. Many overleveraged real estate customers were forced to take action to
improve their cash flow due to high vacancy rates and areduction in rents due to the reduced demand for space during the

downturn. Unemployment flattened in 2011 after increasing throughout 2010 as companies reduced expenses to manage through the challenging
times. These conditions produced stressin the asset quality of the loan portfolio, primarily the commercial real estate portfolio. There continuesto
be uncertainty in the external environment in 2012 and it islikely that these challenging conditions will continue in the next few years.

In the first quarter of 2011, we began executing on a plan to improve earnings, deploy excess cash on the balance sheet and match future loan
growth with deposit growth. We deployed some cash into investments and deposit growth was slowed during 2011 while our loan origination
platform was enhanced. We expanded our small business lending team, built a new consumer lending platform, expanded our warehouse lending
platform and entered the multifamily lending business. We believe these efforts were successful as deposit growth is now aligned with loan
originations. We believe there are significant opportunities for growth in both lending and deposit generation in 2012 and beyond. However, if
there is amaterial change in the external environment or our management cannot successfully execute our plans, growth may be more difficult than
expected.

Results of Operations
For the years ended December 31, 2011 and 2010

We had net income of $4.0 million for the year ended December 31, 2011 compared to anet income of $23.7 million for the year ended December 31,
2010. Net interest income increased $19.6 million for the year ended December 31, 2011 to $39.0 million compared to $19.4 million for the year ended
December 31, 2010. The decreasein provision for loan losses of $947,000 over that in 2010 was primarily due to the shift in reserve allocations from
specific reserves to general reserves based on impaired loan valuations and charge-off activity. Year over year, general reservesincreased by $1.9
million while the specific reserve decreased by $2.0 million. The Bank provided provisionsin its general reserve that replaced |oan charge-offs on
the loans that had specific reserves. Also, anincreasein non-covered loan balances does not correlate to a pro rataincrease in the allowance for
loan and lease loss reserves ("ALLL") asthese loans may carry lower credit risk based on stricter underwriting guidelines and, consequently, are
assigned alower loss factor. Loan balances were allocated reserves based on the assigned factorsinthe ALLL calculation. Theincreasein
delinquencies was considered in the qualitative factor analysiswithin the ALLL calculation. In addition, charge-offs, all of which related to the pre-
2009 segment of the portfolio were included in the historical loss factor allocation inthe ALLL calculation. See the Asset Quality disclosure and
table on page 56 in this Management's Discussion and Analysis section.

The charge-offsincurred in 2011 decreased the specific reserves by $2 million and provided a cushion for additional provision required in the
general reserve. The ALLL ratio for non-covered loans declined to 1.24% at December 31, 2011 from 2.94% at December 31, 2010 primarily due to the
significant growth in the non-covered loan balance during 2011. Non-interest income increased $8.3 million to $13.7 million for the year ended
December 31, 2011 compared to $5.4 million for the year ended December 31, 2010 excluding the bargain purchase gains on bank acquisitions of
$40.3 million for the year ended December 31, 2010. This net increase (excluding the bargain purchase gains) in non-interest income was due to an
increase in mortgage warehouse transactions fees, an increase in bank-owned life insurance income, anet gain on sales of investment securities,
and an increase in income related to the FDIC loss-sharing receivable. The increase of $11.1 million in non-interest expense to $37.3 million for the
year ended December 31, 2011 from $26.1 million for the year ended December 31, 2010 was due to the acquisitions completed in 2011, anincreasein
the number of employees and branches in connection with our growth strategy, expenses related to loan workouts, increased charges for impaired
loans, and increased premiums for FDIC insurance. On adiluted per share basis, the net income was $0.39 per share for 2011 compared to a net
income of $3.69 per share for 2010. Our return on average assets was 0.24% in 2011. Our return on average equity was 3.56% in 2011.
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For the years ended December 31, 2010 and 2009

We had net income of $23.7 million for the year ended December 31, 2010 compared to anet loss of $13.2 million for the year ended December 31,
2009. Net interest income increased $12.2 million for the year ended December 31, 2010 to $19.4 million compared to $7.2 million for the year ended
December 31, 2009. The decreasein provision for loan losses of $1.4 million over that in 2009 was primarily due to the non-performing loans not
increasing as significantly in 2010 when compared to 2009 and the addition of new loan products that do not require as high alevel of reserves. The
allowance for loan and | ease |osses to non-covered loans ratio declined to 2.94% at December 31, 2010 from 4.36% at December 31, 2009. Non-
interest income increased $4.3 million to $5.4 million, when excluding the bargain purchase gains on bank acquisitions of $40.3 million for the year
ended December 31, 2010 compared to $1.1 million for the year ended December 31, 2009. The increase of $16.5 million in non-interest expense to
$26.1 million for the year ended December 31, 2010 from $9.7 million for the year ended December 31, 2009 was due to the two bank acquisitions
completed in 2010 and an increase in the number of employees at Customers Bancorp in connection with Customers Bancorp’s growth strategy,
expenses related to |oan workouts, increased charges for impaired loans, and increased premiums for FDIC insurance, higher technology costs and
additional expenses to maintain and expand the current infrastructure. On adiluted per share basis, the net income was $3.69 per share for 2010
compared to anet loss of $10.98 per share for 2009. Customers Bancorp'sreturn on average assets was 3.40% in 2010. Customers Bancorp’sreturn
on average equity was 41.3% in 2010.

NET INTEREST INCOME
Net interest income (the difference between the interest earned on loans, investments and interest-earning deposits with banks, and interest paid on
deposits, borrowed funds and subordinated debt) isthe primary source of Customers Bancorp’searnings. The following table summarizes

Customers Bancorp’s net interest income and related spread and margin for the periodsindicated (dollarsin thousands):

Year ended December 31,

2011 2010 2009
Interest Average Interest Average Interest Average
Average incomeor  yieldor Average incomeor  yieldor Average incomeor  yieldor
balance expense  cost (%) balance expense  cost (%) balance expense  cost (%)
Assets
Interest earning deposits $ 164,468 $ 415 0.25% $ 128133 $ 303 024% $ 11578 $ 6 0.05%
Federal funds sold 2,285 3 0.13 11,176 20 0.18 2411 7 0.29
Investment securities,
taxable (C) 481,106 14,064 2.92 49,569 1,382 2.79 27,375 1,107 4.04
Investment securities, non
taxable (C) 2,080 86 4.13 2,516 110 4.37 4,507 191 4.24
Loans (A) 938,134 46,682 4.98 523,753 29,021 5.54 225,436 12,142 5.39
Restricted stock 11,739 189 1.61 3,219 71 221 1,845 33 1.79
Total interest-earning
assets 1,599,812 61,439 3.84 718,366 30,907 4.30 273,152 13,486 494
Allowance for loan and
|ease | osses (15,316) (13,310) (6,454)
Non-interest-earning assets 68,051 157,028 45,201
Total assets $1,652,547 $ 862,084 $ 311,899
Liabilities
Interest checking $ 20,499 9% 047% $ 12,009 68 057% $ 10,186 89 0.87
Money market 505,269 6,705 133 190,972 3,609 1.89 35,372 461 1.30
Other Savings 13,407 91 0.68 11,222 76 0.68 11,218 98 0.87
Certificates of deposit 808,637 14,969 1.85 369,757 7,359 1.99 168,996 5,081 3.01
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Total interest bearing

deposits 1,347,812 21,861
Other borrowings 68,553 602
Total interest-bearing
liabilities 1,416,365 22,463
Non-interest-bearing
deposits 98,036
Total deposits &
borrowings 1,514,401
Other non-interest-bearing
ligbilities 24,743
Total liabilities 1,539,144
Shareholders' equity 113,403

Total liabilities &
shareholders' equity $1,652,547

Net interest earnings 38,976
Tax equivalent adjustment
(B) 44
Net interest earnings tax
equivalent $ 39,020
Interest spread

Net interest margin

Net interest margin tax
equivalent (B)

162
0.88

1.59

1.48

2.36%
2.44%

2.44%

583,960 11,112

13,582 434

597,542 11,546
50,708
648,250
144,820
793,070
69,014
$ 862084

19,361

57

$ 19418

1.90
3.20

1.93

1.78

2.52%

2.70%

2.70%

225,772 5,729 2.54
17,233 607 3.52
243,005 6,336 2.61
17,715
260,720 243
32,003
292,723
19,176
$ 311,899
7,150
98
7,248
2.51%
2.62%

(A) Includes non-accrual loans, the effect of which isto reduce the yield earned on loans, and deferred loan fees.
(B) Full tax equivalent basis, using a 35% statutory tax rate to approximate interest income as a taxabl e asset.
(C) For presentation in this table, balances and the corresponding average rates for investment securities are based upon historical cost, adjusted
for amortization of premiums and accretion of discounts.

2.65%

The following table presents the dollar amount of changesin interest income and interest expense for the major categories of our interest-earning
assets and interest-bearing liabilities. Information is provided for each category of interest-earning assets and interest-bearing liabilities with
respect to (i) changes attributable to volume (i.e., changesin average balances multiplied by the prior-period average rate) and (ii) changes
attributable to rate (i.e., changesin average rate multiplied by prior-period average balances). For purposes of thistable, changes attributable to
both rate and volume, which cannot be segregated, have been allocated proportionately to the change due to volume and the change due to rate:




2011 vs. 2010 2010 vs. 2009

Increase (decrease) due Increase (decrease) due
to to
changein changein
Rate Volume Total Rate Volume Total

( dollarsin thousands)
Interest income

Interest earning deposits $ 16 $ % $ 112 % 2 $ 215 % 297
Federal funds sold (5 (12) 17) 3 16 13
Investment securities, taxable 64 12,618 12,682 (350) 625 275
Investment securities, non taxable (6) (18) (24) 15 (96) (81)
Loans (2,954) 20,615 17,661 338 16,541 16,879
Restricted stock (19 137 118 8 30 38
Total interest income $ (2904 $ 33436 $ 30532 $ 30 $ 17391 $ 17,421
Interest expense

Interest checking $ (12) $ 40 $ 28 $ (31) $ 10 $ (21)
Money market (1,075) 4,171 3,096 209 2,939 3,148
Savings - 15 15 (21) 1) (22)
Certificates of deposit (513) 8,123 7,610 (1,724) 4,002 2,278
Total interest bearing deposits (1,600) 12,349 10,749 (1,567) 6,950 5,383
Borrowings (315) 483 168 (55) (118) (173)
Total interest expense (1,915) 12,832 10,917 (1,622) 6,832 5,210
Net interest income $ (989) ¢ 20604 $ 19615 $ 1652 $ 10559 $ 12,211

For the years ended December 31, 2011 and 2010

Net interest income was $39.0 million for the year ended December 31, 2011, compared to $19.4 million for the year ended December 31, 2010, an
increase of $19.6 million or 101%. This net increase was attributabl e to increases in average volume of average interest-earning assets, offset by an
increase in average interest-bearing liabilities, as aresult of:

o theinclusion of the acquired USA Bank and SN Bank |oans and deposits, for all of 2011, as opposed to less than six monthsin 2010;

o the acquisition of Berkshire Bancorp in September 2011,

o the purchase of a$105.8 million manufactured housing loan portfolio in August 2010;

¢ a$172.3 million increase in average mortgage warehouse loans due to our strategy to grow the mortgage warehouse lending business;

o significant increases in average money market accounts and average certificates of deposit due to our efforts to obtain new business and
the related increase in average investment securities as a result of the deployment of the cash flow generated by these deposit accounts;
and

e increasesin interest-bearing deposits due to the USA Bank, ISN Bank, and Berkshire Bank acquisitions.

The key measure of our net interest income is net interest margin. Our net interest margin decreased to 2.44% for 2011 from 2.70% for 2010. This
decrease was primarily the result of adecrease in theyield of average loans of 56 basis points aswell as a decrease of 60 basis pointsin restricted
stock. Thiswas offset by adecrease in the total interest-bearing deposits of 28 basis points, primarily driven by a decreasein the cost of funds of
money market accounts which dropped 56 basis points. These decreases in yields were attributabl e to the continuing lower interest rate
environment.

For the years ended December 31, 2010 and 2009

Net interest income was $19.4 million for the year ended December 31, 2010, compared to $7.1 million for 2009, an increase of $12.2 million or

170%. Interest income was $31.0 million in 2010 compared to $13.5 million in 2009, an increase of $17.5 million or 129%. Theyield on interest earning
assets decreased to 4.30% in 2010 from 4.94% in 2009. Interest expense was $11.5 million in 2010, an increase of $5.2 million or 82%, from $6.3 million
in 2009. Theincreasein interest income reflects the increase in average earning assets of $445.2 million primarily from the acquisitions of two banks
in the second half of 2010 that contributed interest earning assets of approximately $180 million, the purchase of a $105.8 million manufactured
housing loan portfolio on August 6, 2010, and an increase in interest bearing cash from the new branches opened in 2010. Theincreasein interest
expense was due to an increase in average interest bearing liabilities of $354.5 million of which approximately $77 million isrelated to the two 2010
bank acquisitions and an increase of $281.7 million in interest bearing liabilities from new branches and organic growth. The cost of funds decreased
t0 1.78% in 2010 from 2.43% in 2009 due to changes in the interest rates charged on time deposit accounts.




The key measure of our net interest income isits net interest margin. Our net interest margin increased slightly to 2.70% in 2010 from 2.65% in
2009. Thissdlight increase was primarily attributable to an increase in loans with higher yields offset by a higher volume of deposits and other
borrowings. Deposit costs were close to afloor as short-term market interest rates hovered around 0% throughout the year.

PROVISION FOR LOAN LOSSES
For the years ended December 31, 2011 and 2010

We establish an allowance for loan and |ease |osses through a provision for loan losses charged as an expense on the statement of operations. The
loan portfolioisreviewed and evaluated on a quarterly basis to evaluate our outstanding loans and to measure both the performance of the
portfolio and the adequacy of the allowance for loan and lease losses. Future adjustments may be necessary to the provision for loan losses, and
consequently the allowance for loan and lease losses, if economic conditions or loan quality differ substantially from the assumptions management
used in the evaluation of the level of the allowance for loan and lease |osses as compared to outstanding loans.

During 2011, the provision for loan losses was $9.5 million, a decrease of $947,000 from $10.4 million in 2010. This decrease was primarily dueto the
shift in reserve allocations from specific reserves to general reserves based on impaired loan valuations and charge-off activity. The charge-offs
incurred in 2011 decreased the specific reserves by $2 million and provided a cushion for additional provision required in general reserve. The level
of delinquent, non-performing, and impaired |oans have continued to increase throughout 2011 due the continued decline in the economy and
commercial real estate market.

Asistypical with community banks, we have a high concentration (89.4%) of our loans secured by real estate. Construction and commercial real
estate represent 25.3% of the total loan portfolio, aslight decrease from 2010. Itisin the construction and commercial real estate secured portion of
the loan portfolio that we are experiencing the most difficulty with delinquent and non-accrual loans. Although we believe that we have identified
and appropriately allocated reserves against the riskiest of our loansin the construction and commercial real estate portfolios, the possibility of
further deterioration before the real estate market turns presents the need for potential increased all ocations of the allowance for loan and lease
lossesin that areain the future.

Other than the concentrations in construction and commercial real estate, we have no large exposuresin other risky industries such as restaurants,
home heating oil businesses or other industries that are typically viewed as high risk. The magjority of our borrowers are small, local businesses and
individuals with investmentsin residential or commercial real estate. The typical borrower provides self-prepared or accountant assisted financial
statements and tax returns that are not audited and therefore are less reliable than information that would be obtained from more sophisticated
borrowers. The absence of objectively verified financial information isachallenge to all community banks and represents alayer of risk that must be
considered in judging the adequacy of the allowance for loan and lease | osses.

Net charge-offs were $9.5 million and $5.3 million, respectively, for the years ended December 31, 2011 and 2010.

See "Credit Risk" and "Asset Quality" sections below for further information regarding our provision for loan losses, allowance for loan losses and
net charge-offs generally, and additional discussion of our non-performing loans.

For the years ended December 31, 2010 and 2009

During 2010, the provision for |oan losses was $10.4 million, a decrease of $1.4 million from $11.8 million in 2009. This decrease was primarily dueto
astabilization of the elevated volumes of non-performing non-covered loans in the second half of 2010. Real estate valuesin our market area
decreased during 2010 related to the significant economic downturn faced by the national and regional economiesin 2010.

Asistypical with community banks, we have a high concentration (93.1%) of our loans secured by real estate. Construction and commercial real
estate represent 30.9% of the total loan portfolio, asignificant decrease from 2009. Construction loans decreased to $13.4 million from our historical
portfolio or 2.6% of the total loan portfolio, adecrease from 9.5% in 2009. 1n 2010, our loan portfolio mix changed to 44.7% of the total loan portfolio
being comprised of loans to provide liquidity to mortgage originators under mortgage warehouse repurchase facilities and 11.9% of manufactured
housing loansin 2010, when these two portfolio segments were 7.5% of the total loan portfolio in 2009. It isin the construction and commercial real
estate secured portion of the loan portfolio that we experienced the most difficulty with delinquent and non-accrual loans.
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The majority of our borrowers are small, local businesses and individuals with investmentsin residential or commercial real estate. The typical
borrower provides self-prepared or accountant assisted financial statements and tax returnsthat are not audited and therefore are less reliable than
information that would be obtained from more sophisticated borrowers. The cost of audited financial statements would be prohibitive for many of
our small borrowers. The absence of objectively verified financial information is achallenge to all community banks and represents alayer of risk
that must be considered in judging the adequacy of the allowance for loan and |ease losses.

Net charge-offs were $5.3 million and $4.6 million, respectively, for the years ended December 31, 2010 and 2009.

NON-INTEREST INCOME
The below chart shows our results in the various components of non-interest income for each of the years ended December 31, 2011, 2010 and 2009.

Y ears Ended December 31,

2011 2010 2009
(dollarsin thousands)
Servicefees $ 698 $ 643 $ 458
M ortgage warehouse transaction fees 5,581 2,631 70
Bank owned life insurance 1,404 228 229
Net gain on sales of investment securities 2,731 1,114 236
Gainson sales of SBA loans 329 98 —
Impairment charge on investment securities — — (15)
Bargain purchase gain on bank acquisitions — 40,254 —
Accretion of FDIC loss sharing receivable 1,955 — —
Gain (loss) on sale of OREO 367 (67) (31)
Other 587 702 96
Total non-interest income $ 13652 $ 45603 $ 1,043

For the years ended December 31, 2011 and 2010

Non-interest income was $13.7 million for the year ended December 31, 2011, a decrease of $32.0 million from non-interest income of $45.6 million for
the year ended December 31, 2010. This net decrease primarily was due to $40.3 million in bargain purchase gains on bank acquisitions recognized
in 2010. In addition, mortgage warehouse transaction fees for 2011 increased $3.0 million, when compared to 2010. Furthermore, during 2011, we
recognized increased income on bank-owned life insurance of $1.2 million, increased gains on the sales of investment securities of $1.6 million, and
net adjustments of $2.0 million related to our FDIC loss sharing receivablein 2011.

o Theincrease in mortgage warehouse transactional feesfor 2011 was the result of increased volumein 2011.

e Theincrease in bank owned life insurance income was due to the purchase of an additional $20 million of BOLI in December 2010 and the
acquisition of $2.5 millionin BOLI relating to Berkshire Bancorp, Inc.

e Theincrease in net gains on sales of investment securities was the result of our sales of $180.0 million of investment securities for net
gains of $2.7 million. In 2010, we sold $153.2 million of investment securities for net gains of $1.1 million.

e The increase in income related to our FDIC loss sharing receivable was the result of additional adjustments to the loss sharing assets,
charge-offs of covered loans, and impairments of covered OREO.

For the years ended December 31, 2010 and 2009

In July 2010 and September 2010, we acquired two banksin FDIC assisted transactions and recorded a bargain purchase gain of $40.3

million. Excluding the bargain purchase gain on bank acquisitions, non-interest income increased $4.3 million from $1.1 million to $5.4 million. The
increase was primarily related to the transactional fees earned by the mortgage warehouse division of $2.6 million. The mortgage warehouse
division was started in the second half of 2009. Also, the gains of $1.1 million on the sales of investment securities recognized in 2010 increased
compared to again of $236,000 in 2009.
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Service fees, including mortgage warehouse fees, represent the largest component of non-interest income and were $3.3 million in 2010, an increase
of $2.7 million from $528,000 in 2009 primarily due to an increase in loan fee income and the growth in the mortgage warehouse divisionin 2010. Late
fees on loans were $89,000 in 2010.

We sold investment securitiesin 2010 for again of $1.1 million, compared to again of $236,000 in 2009. The gainin 2010 was primarily dueto the
sales of $56.2 million of mortgage backed securities.

Other non-interest income included $520,000 of increases in the FDIC loss sharing receivable recorded for the two FDIC assisted transactions and
$98,000 gain on the sale of an SBA loan.
NON-INTEREST EXPENSE

The below chart shows our results in the various components of non-interest expense for each of the years ended December 31, 2011, 2010 and
2009.

Y ears Ended December 31,

2011 2010 2009
(dollarsin thousands)
Salaries and employee benefits $ 16,718 $ 14031 $ 4,267
Occupancy 3,242 1,897 1,261
Technology, communication and bank operations 3,169 2,431 1,000
Advertising and promotion 994 1,007 191
Professional services 4,837 2,833 510
Merger related expenses 531 - -
FDIC assessments, taxes, and regulatory fees 2,366 1,613 892
Impairment charges on other real estate owned 576 635 350
L oan workout and other real estate owned 1,988 682 531
Other 2,888 972 648
Total non-interest expenses $ 37,309 $ 26,101 $ 9,650

For the years ended December 31, 2011 and 2010

Non-interest expense was $37.3 million for the year ended December 31, 2011, an increase of $11.2 million when compared to non-interest expense of
$26.1 million for the year ended December 31, 2010. Salaries and employee benefits, which represent the largest component of non-interest expense,
increased $2.7 million; occupancy expense increased $1.3 million; technology, communications, and bank operations expense increased $700,000;
professional services expenseincreased $2.0 million; FDIC assessments, taxes, and regulatory fees increased $800,000; |oan workout and other real
estate owned expenses increased $1.3 million; and other expensesincreased $1.9 million.

e Theincrease in salaries and employee benefits expense primarily was due to an increase in the total number of employees from 133 full-time
equivalents at December 31, 2010 to 205 full-time equivalents at December 31, 2011. This increase in our workforce was the result of the
Berkshire acquisition and the need for additional employees to support our growth strategy. In addition, share-based compensation
expense decreased $1.3 million from December 31, 2010 to December 31, 2011 because there were one-time share-based awards in 2010 that
vested immediately.

e Theincrease in occupancy expense was the result of the Berkshire acquisition which added five additional branches and the opening of
additional branches to support our growth strategy.

e The increase in technology, communications, and bank operations expense was due to the Berkshire acquisition, our expanded branch
network and additional network support for the opening of the two new branches and executive offices in Wyomissing, Pennsylvania.

e The increase in professional services expense was primarily attributable to legal expenses related to regulatory filings and ongoing
litigation with avendor from one of the acquired banks.

e The increase in FDIC assessments, taxes, and regulatory fees was attributed to increases in FDIC premiums primarily as a result of the

growth of our assessment base (average consolidated total assets minus average tangible equity) and additional Pennsylvania shares tax
expense in 2011 also due to our increased asset size.
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e Theincreasein loan workout and other real estate owned expenses was due to increased volume of non-covered, non-performing assets.

e The increase in other expenses generally can be attributed to the Berkshire acquisition in 2011 and the USA Bank and ISN Bank
acquisitionsin 2010 aswell as general growth of the infrastructure.

For the years ended December 31, 2010 and 2009

Non-interest expense increased $16.5 million from $9.7 million in 2009 to $26.1 million in 2010. Salaries and employee benefits represent the largest
component of non-interest expense and were $14.0 million in 2010 compared to $4.3 million in 2009, an increase of $9.8 million. At December 31, 2009,
we had sixty-two employees and grew to 133 employees at December 31, 2010, adding $4.7 million in salaries and benefitsin 2010. The additional
employees were added to continue to build our infrastructure and support the growth strategy of the management team added in 2009. Also, fifteen
employees were added from the two banks that we acquired in 2010. In addition, the management stock purchase plan, incentive compensation
items either through bonus or stock-based compensation and the supplemental executive retirement plan for Customers Bancorp’s Chief Executive
Officer cameinto effect in 2010. The management stock purchase plan and the SERP became vested in July 2010 and $1.8 million and $2.5 million,
respectively, were recorded for each plan during the third quarter of 2010.

Occupancy expense increased $636,000 as aresult of opening four new branches in Pennsylvania, New Jersey and New York. Technology,
communications and bank operations expense was $2.4 million in 2010, an increase of $1.4 million or 143.1% over $1.0 million in 2009 due to the
expansion of the Bank and employing technology to service customersin a proactive manner. Our advertising and promotion expense increased
$816,000 in 2010 to $1.0 million for the promotion of the new Bank strategy and mission and to support an increased market area.

Expenses related to professional servicesincreased 455.5% or $2.3 million to $2.8 million from $510,000 in 2009. Thisincrease was primarily
attributable to legal expensesrelated to regulatory filings, the two FDIC assisted acquisitions and litigation related to one of our

vendors. Consulting feesincreased to $507,000 in 2010 from $193,000 in 2009 to add the specialty knowledge and experience to support
management in our growth.

FDIC assessments, taxes and regul atory feesincreased 80.8% or $721,000 to $1.6 million in 2010 from $892,000 in 2009. Thisincreaseis attributable
to abroader deposit base and increases in premiums.

Impairment charges on other real estate owned increased $285,000 to $635,000 in 2010 from $350,000 in 2009. Thisincrease was primarily attributable
to deteriorating market values on real estate and increased other real estate owned. Loan workout and other real estate owned expenses increased
28% or $151,000 to $682,000 in 2010 from $531,000 in 2009. Thisincrease was attributable to an increase of expenses related to preparing properties
for sale and an increase of other real estate properties from the two bank acquisitionsin 2010. A portion of the expenses on the other real estate
owned covered under the FDIC Loss Sharing Agreements are reimbursable from the FDIC, however, the remaining 20% of the expense is absorbed
by us. At December 31, 2010, there were eighteen properties that we have acquired either through acquisition or foreclosure of loans with a book
value of $7.2 million. In addition, loan workout expenses increased due to additional problem assets from the acquisitions of two failed banksin
2010 and a portion of the expensesincurred are reimbursable from the FDIC.

Other expenses increased 50.0% or $324,000 to $972,000 in 2010 from $648,000 in 2009. Thisincrease was primarily attributable to increasesin
appraisal expensesin connection with expansion costs, director fees, and other miscellaneous expenses.

INCOME TAXES
For the years ended December 31, 2011 and 2010
Theincome tax provision was $1.8 million for the year ended December 31, 2011, compared to $4.7 million for the year ended December 31, 2010. The
decrease in income tax provision was primarily due to the decrease in net income before taxes of approximately $22.6 million. In addition, the tax
benefit from bank owned life insurance increased by approximately $423,000 due to the purchase of approximately $20.0 million of bank owned life

insurance at the end of 2010. For additional information regarding our income taxes, refer to “Note 13 —Income Taxes” in the consolidated financial
statements appearing in Part |1, Item 8.
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For the years ended December 31, 2010 and 2009

Theincometax provisionis $4.7 million for the year ended December 31, 2010, compared to zero for the year ended December 31, 2009. The increase
intheincome tax provision is primarily due to the increase in net income before taxes of approximately $41.7 million. Theincometax provision
reflects a provision for approximately $11.3 million offset by a$6.6 million adjustment to reverse the deferred tax valuation allowance previously
recorded on the net deferred tax asset through the second quarter of 2010. Due to the acquisitions of USA Bank and ISN Bank and the estimated
taxable income to be generated over the life of the acquired assets, it is more likely than not that our net deferred tax asset will be realized,
accordingly, the valuation allowances recorded in 2010 and in the previous years were reversed. Income tax expense aso increased due to the
expansion into variousjurisdictions.

FINANCIAL CONDITION
GENERAL

Our total assets were $2.08 hillion at December 31, 2011. Thisrepresents a’52.0% increase from $1.37 billion at December 31, 2010. The main
component of this change was a significant increase in loan volume. Our total liahilities were $1.93 billion at December 31, 2011, up 52.0% from $1.27
billion at December 31, 2010. The main component of this change was due to increased deposits and other borrowings.

On August 6, 2010, we purchased from Tammac a $105.8 million manufactured housing loan portfolio for a purchase price of $105.8 million. On
September 30, 2011, we purchased from Tammac $19.3 million of manufactured housing loans and a 1.50% interest only strip security with an
estimated value of $3 million secured by a pool of $70 million of loans originated by Tammac. Thetotal purchase price for these assets was $13
million. These purchases and other similar portfolio purchases made by usin recent periods were opportunistic purchases and may not be
indicative of future strategies or purchases.

On September 17, 2011, we completed our acquisition of Berkshire Bancorp, Inc. (“Berkshire Bancorp”) and its subsidiary, Berkshire Bank
(collectively, “Berkshire”). Berkshire Bank merged with and into the Bank immediately following the acquisition. Berkshire Bancorp served Berks
County, Pennsylvaniathrough the five branches of its subsidiary, Berkshire Bank.

On July 9, 2010 and September 17, 2010, we acquired the former USA Bank and 1SN Bank in FDIC assisted transactions that resulted in two
additional branches and expanded the our brand into New Y ork and New Jersey to continue the growth into these markets.

Thefollowing table sets forth certain key condensed balance sheet data:

December 31,

2011 2010

(dollarsin thousands)
Cash and cash equivalents $ 73570 $ 238,724
Loans held for sale 174,999 199,970
Investment securities, available for sale 79,137 205,828
Investment securities, held-to-maturity 319,547 -
L oans receivable not covered under FDIC L oss Sharing Agreements 1,216,265 514,087
Total loans receivable covered under FDIC L oss Sharing Agreements 126,276 164,885
Total loans receivable, net of the allowance for loan and |ease |osses 1,327,509 663,843
Total assets 2,077,532 1,374,407
Total deposits 1,583,189 1,245,690
Federal funds purchased 5,000 -
Total other borrowings 331,000 11,000
Subordinated debt 2,000 2,000
Total liabilities 1,929,784 1,269,267
Total shareholders’ equity 147,748 105,140

Thefollowing table sets forth a summary of assets acquired and liabilities assumed from the former USA Bank and SN Bank at their respective
acquisition dates (in thousands):

Total loans receivable, not covered under FDIC Loss Sharing Agreements $ 1,440
Total loans receivable, covered under FDIC Loss Sharing Agreements 174,660
FDIC loss sharing receivables 28,337
Other real estate owned covered under FDIC Loss Sharing Agreements 4,640
Total deposits $ 251,239
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CASH AND DUE FROM BANKS

Cash and due from banks consists mainly of vault cash and cash itemsin the process of collection. These balancestotaled $7.8 million at December
31, 2011. Thisrepresentsa$1.4 million increase from $6.4 million at December 31, 2010. These balances vary from day to day, primarily dueto
variationsin customers' depositswith us.

INTEREST-EARNING DEPOSITSWITH BANKS

Our interest earning deposits consist mainly of deposits at the Federal Home Loan Bank of Pittsburgh. These deposits totaled $65.8 million at
December 31, 2011, which isa$159.8 million decrease from $225.6 million at December 31, 2010. The decline of interest earning deposits was
primarily attributable to such deposits funding the organic loan growth, acquisitions of BBI and Tammac during the period ending December 31,
2011, aswell as purchases of higher yielding investment securities. This balance variesfrom day to day, depending on several factors, such as
variations in customers' deposits with us and the payment of checks drawn on customers' accounts.

FEDERAL FUNDSSOLD

Federal funds sold consist of overnight interbank lending through Atlantic Central Bankers Bank. There were no funds sold at December 31, 2011,
compared to $6.7 million at December 31, 2010. Thisbalance varies day-to-day, based upon the short-term fluctuationsin our net cash position.

INVESTMENT SECURITIES

Our investment securities portfolio is an important source of interest income and liquidity. It consistsof U.S. Treasury, government agency and
mortgage-backed securities (guaranteed by an agency of the United States government and non-agency guaranteed), municipal securities, domestic
corporate debt, and asset-backed securities. In addition to generating revenue, we maintain the investment portfolio to manage interest rate risk,
provideliquidity, provide collateral for other borrowings and diversify the credit risk of earning assets. The portfolio is structured to maximize net
interest income, given changes in the economic environment, liquidity position and balance sheet mix.

M anagement determines the appropriate classification of securities at the time of purchase. In accordance with ASC 320 I nvestments—Debt and
Equity Securities, investment securities are classified as: (@) investment securities held to maturity (“HTM”), which are classified as such based on
management’sintent and ability to hold the securities to maturity; (b) trading account securities, which are bought and held principally for the
purpose of selling them in the near term; and (c) securities available for sale (“ AFS”), which include those securities that may be sold in response to
changesin interest rates, changes in pre-payment assumptions, the need to increase regulatory capital or other similar requirements. We do not
necessarily intend to sell our AFS securities, but have classified them as AFSto provide flexibility to respond to liquidity needs.

At December 31, 2011, $79.1 million of our investment securities were classified as AFS. This represents a decrease of 61.6% from $205.8 million at
December 31, 2010. The decrease was largely due to the sales of investment securities to fund strong loan growth primarily due to warehouse and
manufactured housing lending. Unrealized gains and losses on AFS securities, although excluded from the results of operations, are reported as a
separate component of shareholders' equity, net of the related tax effect. At December 31, 2011,we held $319.5 million of investment securities that
wereclassified asHTM.

The following table sets forth the amortized cost of the investment securities at its last three fiscal year ends:

December 31,
2011 2010 2009
Availablefor Sale: (dollarsin thousands)

U.S. Treasury and government agencies $ 1,002 $ 1,711 3% 435
M ortgage-backed securities 55,818 204,182 39,314
Asset-backed securities 622 719 843
Municipal securities 2,071 2,088 4,048
Corporate bonds 20,000 - -

$ 79513 $ 208,700 $ 44,640
Held to Maturity:

M ortgage-backed securities 319,547 - -

$ 319547 $ - $ ®
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For financial reporting purposes, available for sale securities are carried at fair value.

The following table sets forth information about the maturities and weighted average yield on our securities portfolio. Floating rate securities are
included inthe“Duein 1 Year or Less’ bucket. Yields are not reported on atax equivalent basis.

December 31, 2011
Amortized Cost

No
(dollarsin thousands) Specific
After 10
<lyr 1-5yrs 5-10yrs yrs Maturity Total Fair Value
Availablefor Sale
U.S. Treasury and government
agencies $ 1,002 - - - - $ 1,002 $ 1,001
Yield 1.39% - - - 1.39% -
Yield - - - 2.01% 2.01% -
Asset-backed securities 100 406 77 39 - 622 627
Yield 1.58% 1.58% 1.84% 2.16% - 1.65% -
Municipal securities - 2,071 - - - 2,071 2,000
Yield - 4.15% - - - 4.15% -
Corporate bonds $ 20,000 - - - 20,000 19,217
Yield - 3.87% - - - 3.87% -
Tota $ 1,102 $ 22477 $ 7 % 39 $ 55818 $ 79513 § 79137
Yield 1.41% 3.85% 1.84% 2.16% 2.01% 2.52%
December 31, 2011
Amortized Cost
After 10 No Specific
<1yr 1-5yrs 5-10yrs yrs Maturity Total Fair Value

(dollars in thousands)
Held to Maturity
Agency Residential Mortgage-Backed Debt
Securities
Yield
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At December 31, 2011, we held $2.4 million in securities that were impaired based on having afair value lower than amortized cost for at |east twelve
consecutive months. We consider these securities to be temporarily impaired primarily due to interest rate changes and alack of liquidity in the
market. We do not intend to sell and, it ismorelikely than not, that we will not be required to sell the securities prior to maturity or market price
recovery. Management believes that there is no other than temporary impairment of these securities as of December 31, 2011. $311.4 million and $2.1
million of investment securities were pledged at December 31, 2011 and 2010, respectively. Securities are pledged to the Federal Home Loan Bank of
Pittsburgh to be used as collateral for borrowing purposes and to the Federal Reserve for contingency liquidity planning purposes.

LOANS

The composition of net loans receivable at December 31, 2011 and 2010 is as follows (dollars in thousands):

2011 2010 2009 2008 2007
Construction $ 37926 $ 50,964 $ - 3 - % -
Commercia real estate 51,619 72,281 - - -
Commercial and industrial 10,254 13,156 - - -
Residential real estate 22,465 23,822 - - -
Manufactured housing 4,012 4,662 - - -
Total loan receivable covered under FDIC Loss Sharing
Agreements (a) 126,276 164,885 - - -
Construction 15,271 13,387 21,742 - -
Commercid rea estate 352,635 144,849 133,433 - -
Commercia and industrial 69,178 35,942 25,290 188,192 180,926
Mortgage warehouse 619,318 186,113 16,435 - -
Manufactured housing 104,565 102,924 - - -
Residential real estate 53,476 28,964 27,422 8,592 8,260
Consumer 2,211 1,581 5,524 26,448 24,848
Unearned origination (fees) costs, net (389) 327 452 520 535
Total loan receivable not covered under FDIC Loss
Sharing Agreements 1,216,265 514,087 230,298 223,752 214,569
Allowance for loan and |ease |osses (15,032) (15,129) (10,032) (2,876) (2,460)
L oans receivable, net $ 1327509 $ 663,843 $ 220,266 $ 220,876 $ 212,109

(a) Covered loans receivable acquired from the former USA Bank and SN Bank are covered under the FDIC L oss Sharing Agreements over afiveto
ten year period, depending upon the type of loan.

Loans receivable, net increased $663.7 million from December 31, 2010 to December 31, 2011. Anincrease of $433.2 million in the mortgage-
warehouse category, which we attribute to our successful strategy of expanding our warehouse lending platform and that funded balances as a
percentage of commitments were unusually high in late 2011, accounted for 65.3% of the total increase. We expect that this short term market
anomaly will dissipatein thefirst half of 2012. Over the long-term, we expect continued growth in this business but expect areduction in the
warehouse mix of total assets due to faster growth in their loan portfolios. We expect warehouse mix will make up about 25% of assets over time
which is down from 38% at December 31, 2011. In addition, we also focused on our multi-family and commercial real estate product line, and asa
result, the outstanding balance is this category increased $207.8 million from December 31, 2010 to December 31, 2011. Finally, in September 2011,
we acquired loans with afair value of $98.4 million in the Berkshire Bancorp acquisition, which consisted primarily of $55.7 million in commercial real
estate |oans.
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Thefollowing table sets forth certain categories of loans as of December 31, 2011, in terms of contractual maturity date:

Types of Loans:
Construction
Commercid rea estate
Commercia and industrial

Total

Amount of such loans with:
Predetermined rates
Floating or adjustable rates

Total

* |ncludes covered and non-covered loans.
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After one
but
within After
Within five five
one year years years Total

(dallarsin thousands)
36,569 11925 $ 4,703 53,197
53,788 136,026 214,440 404,254
15,432 18,876 45,124 79,432
105,789 166,827 $ 264,267 536,883
45,987 135785 $ 127,266 309,039
59,802 31,042 137,001 227,844
105,789 166,827 $ 264,267 536,883




CREDIT RISK

We manage credit risk by maintaining diversification in our loan portfolio, by establishing and enforcing rigorous underwriting standards, by
intensive collection efforts, and by establishing and performing periodic loan classification reviews. Management also attempts to anticipate and
alow for credit risks by maintaining an adequate allowance for loan and |l ease losses, to which credit losses are charged as they are incurred, and to
which provisions are added periodically as management and the board of directors deem appropriate.

The provision for loan losses was $9.5 million, $10.4 million, and $11.8 million for the years ended December 31, 2011, 2010, and 2009,

respectively. The allowance for loan and |ease |osses was $15.0 million, or 1.24% of total non-covered loans, at December 31, 2011 and $15.1 million,
or 2.94% of total non-covered loans, at December 31, 2010. Net charge-offswere $9.5 million for the year ended December 31, 2011, an increase of
$4.3 million compared to the $5.3 million for the year ending December 31, 2010. In addition, we have approximately $126.3 million in loans that are
covered under loss share arrangements with the FDIC as of December 31, 2011 compared to $164.9 million as of December 31, 2010.

The chart below depicts Customers Bancorp's allowance for loan and lease losses for the periods indicated.

December 31,
2011 2010 2009 2008 2007
(dollarsin thousands)
Balance of the allowance at the beginning of the year $ 15129 $ 10032 $ 2876 $ 2460 $ 2,029
L oan char ge-offs
Construction 1,179 1,214 920 100 -
Commerciad real estate 5,775 964 2,597 79 -
Commercial and industria 2,543 1,699 1,080 - 9
Residential real estate 109 1,366 - 1 -
Consumer and other 55 22 33 15 5
Total Charge-offs 9,661 5,265 4,630 195 14
L oan recoveries
Construction 2 - - - -
Commercial red estate 94 - - -
Commercia and industrial 11 6 8 - 1
Residential real estate - 9 - -
Consumer and other 7 - - - -
Total Recoveries 114 15 8 - 1
Total net charge-offs 9,547 5,250 4,622 195 13
Provision for loan losses 9,450 10,397 11,778 611 444
Transfer (1) - (50) - - -
Balance of the allowance for loan and lease losses at the
end of theyear $ 15,032 $ 15,129 $ 10,032 $ 2876 $ 2,460

Net char ge-offs as a per centage of aver age non-cover ed
loans 1.13% 1.00% 2.05% 0.09% 0.01%

(2) In 2010, we had areserve of $50,000 for unfunded commitments previously included in the allowance for loan and lease losses. Thereserve for
unfunded |oan commitments was reclassified to other liabilities.

The accrual of interest is generally discontinued when the contractual payment of principal or interest has become 90 days past due or when
management has doubts about further collectability of principal or interest, even though the loan is currently performing. A loan may remain on
accrual statusif itisinthe process of collection and iswell secured. When aloan is placed on non-accrual status, unpaid interest credited to
incomeisreversed. Interest received on non-accrual loansis applied against principal until all principal has been repaid. Thereafter, interest
payments are recognized asincome until all unpaid interest has been received. Generally, loans are restored to accrual status when the obligationis
brought current and has performed in accordance with the contractual terms for a minimum of six months and the ultimate collectability of the total
contractual principal and interest is no longer in doubt.




The allowance for loan and |ease losses i s based on a periodic evaluation of the loan portfolio and is maintained at alevel that management
considers adequate to absorb potential losses. All loans are assigned risk ratings, based on an assessment of the borrower, the structure of the
transaction and the available collateral and/or guarantees. All loans are monitored regularly and the risk ratings are adjusted when

appropriate. This process allows usto take corrective actions on atimely basis. Management considers avariety of factors, and recognizesthe
inherent risk of loss that always existsin the lending process. Management uses a disciplined methodology to estimate the appropriate level of
allowance for loan and lease losses. Management reviewed various factors to develop an aggregate reserve under ASC 450-10 Contingencies
(general reserve). The ALLL methodology determinesthe fair value on impaired loans and utilizes our historical 10ss experience to project lossesin
the foreseeable future for performing loans. See*“ Asset Quality” below.

This methodology includes an evaluation of loss potential from individual problem credits, aswell as anticipated specific and general economic
factorsthat may adversely affect collectability. Thisassessment includes areview of changesin the composition and volume of the loan portfolio,
overall portfolio quality and past |oss experience, review of specific problem loans, current economic conditions that may affect borrowers’ ability to
repay, and other factors that may warrant current recognition. In addition, our internal and external auditors, loan review auditors and various
regulatory agencies periodically review the adequacy of the allowance as an integral part of their examination process. Such agencies may require
us to recognize additions or reductions to the allowance based on their judgments of information available at the time of their examination.

Approximately 75-80% of our commercial real estate, commercia and residential construction, consumer residential and commercial and industrial
loan types have real estate as collateral (collectively, “thereal estate portfolio”). Our lien position on the real estate collateral will vary on aloan by
loan basis. Current appraisals are received when our credit group determines that the facts and circumstances have significantly changed since the
date of thelast appraisal, including that real estate values have deteriorated. The credit committee and loan officersreview loans that are fifteen or
more days delinquent and all nonaccrual loans on aperiodic basis. In addition, loans where the loan officers have identified a“ borrower of
interest” are discussed to determine if additional analysisis necessary to apply the risk rating criteriaproperly. Therisk ratingsfor thereal estate
loan portfolio are determined based upon the current information available, including but not limited to discussions with the borrower, updated
financial information, economic conditions within the geographic area and other factors that may affect the cash flow of theloan. On aquarterly
basis, if necessary, the collateral values or discounted cash flow models are used to determine the estimated fair value of the underlying collateral
for the quantification of a specific reserve for impaired loans. Appraisals used within this evaluation process do not typically age more than two
years before anew appraisal isobtained. For loanswherereal estate is not the primary source of collateral, updated financial information is
obtained, including accounts receivable and inventory aging reports and rel evant supplemental financial datato determine the fair value of the
underlying collateral.

An unallocated component is maintained to cover uncertainties that could affect management’s estimate of probable losses. The unallocated
component of the allowance reflects the margin of imprecision inherent in the underlying assumptions used in the methodologies for estimating
specific and general losses in the portfolio.

These evaluations, however, are inherently subjective as they require material estimates, including, among others, the amounts and timing of
expected future cash flows on impaired loans, estimated losses in the loan portfolio, and general amounts for historical 10ss experience, economic
conditions, uncertainties in estimating losses and inherent risksin the various credit portfolios, al of which may be susceptible to significant
change. Pursuant to ASC 450 Contingencies and ASC 310-40 Troubled Debt Restructurings by Creditorsimpaired loans, consisting of non-
accrual and restructured loans, are considered in the methodology for determining the allowance for credit losses. Impaired loans are generally
evaluated based on the expected future cash flows or the fair value of the underlying collateral if principal repayment is expected to come from the
sale or operation of such collateral.

The following table shows how the allowance for loan and lease losses is all ocated among the various loan portfolios that we have outstanding.
Thisallocation is based on management’s specific review of the credit risk of the outstanding loan portfoliosin each category aswell as historical
trends.

December 31,
2011 2010 2009
Percent Percent of Percent of
of Loans Loansin Loansin
ineach each each
category category to category
to total total to total
Amount loans (a) Amount loans (a) Amount loans
(dollarsin thousands)
Construction $ 4,656 31.0% $ 2,126 77% $ 2,349 9.5%
Commercial red estate 7,030 47.1% 6,280 32.7% 4,874 58.0%
Commercia and industrial 1,441 9.6% 1,663 8.7% 1,350 11.0%
Residential real estate 844 5.6% 3,988 7.8% 1,284 19.1%
Consumer and other 7 0.5% 11 0.1% 75 2.4%
Mortgage warehouse 929 6.2% 465 27.7% — —%
Manufactured housing 1 0.0% — 15.3% — —%
Unallocated 54 — 596 — 100 —
$ 15,032 100.0% $ 15,129 100.0% $ 10,032 100.0%
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December 31,

2008 2007
Percent of Percent of
Loansin Loansin
each each
category to category to
total total
Amount loans Amount loans
(dollarsin thousands)
Construction $ 608 15.8% $ 352 16.2%
Commercial rea estate 856 53.3% 757 34.2%
Commercia and industrial 532 15.1% 551 20.1%
Residential rea estate 696 12.2% 724 27.9%
Consumer and other 32 3.6% 44 1.6%
M ortgage warehouse — — — —
Manufactured housing — — — —
Unallocated 152 — 32 —
$ 2,876 100.0% $ 2,460 100.0%

(a) Total loansinclude covered and non-covered loansin 2011 and 2010. No covered loans were held prior to 2010.
ASSET QUALITY

We had impaired loans totaling $57.8 million at December 31, 2011, compared to $44.6 million at December 31, 2010. Non-accrual non-covered loans
totaled $38.9 million at December 31, 2011, up from $22.2 million at December 31, 2010. We had net charge-offs of $9.5 million in 2011, compared with
$5.3 millionin 2010. We had recoveries of $114,000 in 2011, compared with $15,000 in 2010. There was $7.3 million and $1.9 million of non-covered
other real estate owned as aresult of foreclosure or voluntary transfer to us at December 31, 2011 and 2010, respectively.

To better understand our asset quality and related reserve adequacy, we break our loan portfolio into two categories; |oans that we originated and
loans that were acquired. Management believes that this additional information will allow investors to better understand the risk in our portfolio
and the various types of credit reserves that are available to support loan losses in the future. Originated loans are supported with allowance for
loan and lease loss reserves (“ALLL"). Acquired loans are supported with ALLL, non-accretable difference fair value marks and cash reserves as
described below.

Originated L oans

Loansthat the Bank has originated totaled $1.19 hillion as of December 31, 2011 or about 77% of total loans. Of these, $141.4 million wereloans
originated prior to September 2009 (“Legacy Loans’), when the new management team lead by Jay Sidhu introduced new underwriting standards
that management believes are more conservative. The loans originated prior to September 2009 have $34.6 million of NPAs or 99% of total NPAsfor
originated loans. Loans originated after September 2009 which total approximately $1.05 billion, have only $244,000 of NPAs.

The high level of NPLsin the Legacy Loan portfolio (22% NPL / Loans) are supported with $6.0 million of reserves or about 4.4% of total Legacy
Loans. The newly originated portfolio is comprised of $619.3 million of warehouse loans and $175.0 million of mortgages held for sale. Held for sale
loans are carried on our balance sheet at fair value sono ALLL isneeded. Lossesin warehouse lending have historically been very low and
thereforethe ALLL / warehouse loansis 0.15%. Commercial loans and multifamily loans totaled $237.2 million, which are supported with $2.0 million
of ALLL. Consumer and mortgage loans totaled $21.0 million, which are supported by $170,000 of ALLL.
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Non

Total Accrual Restructured NPL's NPL / NPA /

Loan Type Loan Current 30-90 1 2 Q OREO NPA Loans (Loans
(b) +( ) +
@ (b) © (d) +(d) OREO)

Originated Loans
Legacy $ 141,370 $ 109075 $ 1,172 $28473 $ 2650 $ 31,123 $ 3459 $ 34,582 22.02%  23.88%
Manufactured Originated $ 1311 $ 1298 $ 14 $ - % - $ - $ - 3 - 0.00% 0.00%
Warehouse - Repo $ 619318 $ 619318 $ - $ - % $ - 3 - 3 - 0.00% 0.00%
Warehouse - HFS $ 174999 $ 174999 $ - $ - $ $ - 3 - 3 0.00% 0.00%
MultiFamily $ 74930 $ 74930 $ - $ - 3 $ - $ - $ 0.00% 0.00%
Commercial Originated Post
09/2009 $ 162279 $ 161,705 $ 330 $ 244 $ $ 244 % - $ 244 0.15% 0.15%
Consumer/ Mortgage
Originated Post 09/2009 $ 19734 $ 19734 $ - $ - $ - $ - 3 - 3 - 0.00% 0.00%
Total Originated Loans $1,193941 $1,161,057 $ 1516 $28717 $ 2650 $ 31,367 $ 3459 $ 34,826 2.63% 2.91%

Acquired Loans

Berkshire $ 96801 $ 85531 $ 1124 $10146 $ $ 10,146 $ 3811 $ 13956 10.48%  13.87%
Tota FDIC - Covered $ 138206 $ 80817 $ 4,769 $52620 $ $52620 $ 6,165 $ 58,785 38.07%  40.72%
Total FDIC- Non Covered  $ 41 $ 30 $ 7 $ 4 3 - $ 4 % - $ 4 10.60%  10.60%
Manufactured Housing2010 $ 9439% $ 89,963 $ 3451 $ - 3 982 $ 982 % - $ 982 1.04% 1.04%
TAMMAC 2011 $ 17673 $ 8867 $ 1765 $ 7040 $ - $ 7040 $ 48 $ 7,088 39.84%  40.00%
Total Acquired Loans $ 347117 $ 265209 $11,116 $69810 $ 982 ¢ 70,792 $10,023 $ 80,815 20.39%  22.63%
Unallocated $ 29 $ 29 $ - $ - 3 - $ - $ - $ -

Subtotal Portfolio $1,541,087 $1,426,295 $12,633 $98527 $ 3,632 $102,159 $ 13,482 $115641 6.63% 7.44%
Fair Value/Acquisition

Credit Marks/Fash &

Deferred Fees/Expenses $ 23547 $ 8957 $ 143 $14447 % $ 14447 $ - $ 14,447

Total Portfolio $1,517540 $1,417,338 $12490 $84,080 $ 3,632 $ 87,712 $13482 $101,194

(1) Amount is gross of credit mark.
Acquired Loans

As of December 31, 2011, we carried $347.1 million of acquired loans which is 23% of total loans. When loans are acquired, they are recorded on the
balance sheet at fair value. Acquired loans include purchased portfolios, FDIC failed bank acquisitions and unassisted acquisitions. As of
December 31, 2011, (i) 28% of acquired |oans are from the Berkshire Bancorp acquisition, (ii) 40% of acquired loans are from FDIC assisted
acquisitions, which have loss share protection and 80% of credit losses are covered by the FDIC, and (iii) 32% of acquired loans were purchased
from Tammac which is a consumer finance company. 84% of the loans purchased from Tammac are supported by a $6.5 million cash reserve which
ismaintained in ademand deposit account at the Bank. All losses and delinquent interest are covered with thisreserve. We estimate that this cash
reserve will be adeguate to cover future losses and delinquent interest over the life of the portfolio.

Most of the acquired loans were purchased at adiscount. The price paid factored in management’s judgment on the credit and interest rate risk
inherent in the portfolio at the time of purchase. Every quarter, management reassesses the risk and adjusts the fair value to incorporate changesin
the credit outlook. Total NPAsin the acquired portfolio were $80.8 million, or 70% of total NPAs. Of thistotal, 73% have FDIC loss share
protection (80% FDIC coverage of losses). At December 31, 2011, the FDIC covered loans had $5.8 million of ALLL and $11.7 million of non-
accretable difference fair value marksto support future credit losses. 17% of NPAs are from loans acquired from Berkshire, while 10% are from
Tammac acquired loans.

Acquired loans have significantly higher non-performing assets than loans originated after September 2009. Management acquired these loans

with the expectation that losses will be elevated and therefore incorporated that expectation into the price paid. Management also created a Special
Assets group whose sole purpose is to workout these acquired non-performing assets.
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Total Non-
Loan Type Loans Accretable Cash Total Credit  Reserves Reserves
(Dollarsin 000's) ALLL Difference Reserve Other Reserves / Loans / NPL
Originated Loans
Legacy $ 136897 $ 6,018 $ - 3 - 3 - % 6,018 4.40% 19.34%
Manufactured Originated $ 1311  $ 1 % - 8 - $ - $ 1 0.10% 0.00%
Warehouse - Repo $ 619318 $ 929 % - % - $ - 3 929 0.15% 0.00%
Warehouse - HFS $ 174999 $ - $ - % - 3 - 3 - 0.00% 0.00%
MultiFamily $ 74930 $ 674 $ $ - 3 - $ 674 0.90% 0.00%
Commercial Originated Post
09/2009 $ 166,752 $ 1343 $ - % - 3 - 3 1,343 0.81% 550.28%
Consumer/ Mortgage
Originated Post 09/2009 $ 19734 % 170 $ = O - $ - $ 170 0.86% 0.00%
Total Originated Loans $ 1,193941 $ 9136 $ - $ - $ - $ 9,136 0.77% 29.13%
Acquired Loans
Berkshire $ 9801 $ - 3 3578 $ - 3 - $ 3,578 3.70% 35.27%
Total FDIC - Covered $ 138206 $ 5842 $§ 11,703 $ - 3 - $ 17545 12.69% 33.34%
Total FDIC - Non Covered  $ 41 % - $ - $ - 3 - 3 - 0.00% 0.00%
Manufactured Housing 2010 $ 94,396 $ $ - 3 6534 $ - 8 6,534 6.92% 665.51%
TAMMAC 2011 $ 17673 $ - 3 8251 % - 3 - $ 8,251 46.69% 117.19%
Total Acquired Loans $ 347117 5842 $ 23532 $ 6534 $ - $ 35908 10.34% 50.72%
Un- allocated $ - $ 54 § - $ - $ - $ 54 0.00% 0.00%
Total Portfolio $ 1541087 $ 15032 $ 23532 § 6534 $ - $ 45098 2.93% 44.14%

Loans not covered under loss sharing arrangements

Thetables below set forth non-covered non-performing loans and non-performing assets and asset quality ratios at December 31, 2011, 2010, 2009,

2008 and 2007:
December 31,
2011 2010 2009 2008 2007
(dollarsin thousands)
Non-accrual loans $ 38868 $ 2274 $ 10341 $ 4387 $ 2,058
L oans 90+ days delinquent still accruing - 5 4,119 1,585 11
Restructured loans 6,269 4,776 4,690 1,203 -
Non-performing non-covered loans 45,137 27,055 19,150 7,175 2,069
OREO 7,316 1,906 1,155 1,519 -
Non-performing non-covered assets $ 52453 $ 28961 $ 20,305 $ 8694 $ 2,069
December 31,
2011 2010 2009 2008 2007

Non-accrual non-covered loansto total non-covered loans 3.20% 4.33% 4.49% 1.96% 0.96%
Non-performing non-covered loans to total non-
covered loans 3.71% 5.26% 8.32% 3.21% 1.63%
Non-performing non-covered assets to total non-covered
assets 2.70% 2.41% 5.81% 3.17% 1.28%
Non-accrual non-covered |oans and 90+ days delinquent

to total non-covered assets 2.00% 1.97% 4.13% 2.18% 0.76%
Allowance for |oan and | ease | 0sses to:

Total non-covered loans 1.24% 2.94% 4.36% 1.29% 1.15%

Non-performing non-covered |oans 33.30% 55.92% 52.39% 40.08% 118.90%

Non-performing non-covered assets 28.66% 52.24% 49.41% 33.08% 118.90%
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Thetable below sets forth types of non-covered |oans that were non-performing at December 31, 2011, 2010, 2009, 2008 and 2007.

December 31,
2011 2010 2009 2008 2007
(dollarsin thousands)
Construction $ 6,180 $ 4673 $ 2835 $ 1443 $ 1,469
Residential rea estate 3,559 1,793 672 350 -
Commercial rea estate 31,486 15,879 14,786 5,232 411
Commercia and industria 3,872 4,673 721 150 172
Consumer and other 40 5 136 - 17
Total non-performing loans $ 45137 $ 27,023 $ 19150 $ 7175 % 2,069

We seek to manage credit risk through the diversification of the loan portfolio and the application of policies and procedures designed to foster
sound credit standards and monitoring practices. While various degrees of credit risk are associated with substantially all investing activities, the
lending function carries the greatest degree of potential loss.

Asset quality assurance activitiesinclude careful monitoring of borrower payment status and areview of borrower current financial information to
ensure financial strength and viability. We have established credit policies and procedures, seek the consistent application of those policies and
procedures across the organization, and adjust policies as appropriate for changes in market conditions and applicable regulations. Therisk
elements, which comprise asset quality, include loans past due, non-accrual loans, renegotiated |oans, other real estate owned, and loan
concentrations.

All loans are assigned risk ratings, based on an assessment of the borrower, the structure of the transaction and the available collateral and/or
guarantees. All loans are monitored regularly and the risk ratings are adjusted when appropriate. This process allows usto take corrective actions
on atimely basis.

A regular reporting and review processisin place to provide for proper portfolio oversight and control, and to monitor those loans identified as
problem credits by management. This processis designed to assess our progress in working toward a solution, and to assist in determining an
appropriate specific allowance for possible losses. All loan work out situations involve the active participation of management, and are reported
regularly to the Board.

L oan charge-offs are determined on a case-by-case basis. Loans are generally charged off when principal islikely to be unrecoverable and after
appropriate collection steps have been taken.

L oan policies and procedures are reviewed internally for possible revisions and changes on aregular basis. In addition, these policiesand
procedures, together with the loan portfolio, are reviewed on a periodic basis by various regulatory agencies and by our internal, external and loan
review auditors, as part of their examination and audit procedures.

Nonperforming loans and assets covered under FDIC Loss Sharing Agreements

Thetables below set forth non-accrual covered |oans and non-performing covered assets covered under FDIC L oss Sharing Agreements at
December 31, 2011 and 2010 (in thousands).

December 31,
2011 2010
Non-accrual covered loans $ 45213 $ 43,454
Covered other real estate owned 6,166 5,342
Total nonperforming covered assets $ 51,379 $ 48,796

Thetable below setsforth the types of covered loans that were non-performing at December 31, 2011 and 2010 (in thousands).

December 31,
2011 2010
Construction $ 21,480 $ 21,781
Residential real estate 5,534 4,017
Commercia real estate 17,666 15,675
Commercia and industrial 378 1,790
Manufactured housing 155 191
Total non-performing covered loans $ 45213 $ 43,454
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FDIC LOSS SHARING RECEIVABLE

Asof December 31, 2011, 9.41% of the outstanding principal balance of oans receivable and 45.74% of our other real estate assets were covered
under loss share agreements with the FDIC in which the FDIC has agreed to reimburse us for 80% of all losses incurred in connection with those
assets. We estimated the FDIC reimbursement that will result from losses or expensesincurred as we dispose of covered |oans and other real estate
assets, and we recorded the estimate as areceivable from the FDIC. The FDIC loss sharing receivable was approximately $13.1 and $16.7 million as
of December 31, 2011 and 2010, respectively. Realized lossesin excess of acquisition date estimates will result in an increase in the FDIC receivable
for loss share agreements. Conversely, if realized losses are less than acquisition date estimates, the FDIC loss sharing receivable will be reduced.
The discount on the FDIC receivableis accreted into noninterest income using the level yield method over the estimated life of the receivable,
including estimates of the timing of cash flow receipts and the disposition of non-performing assets.

PREMISES AND EQUIPMENT AND OTHER ASSETS
Our premises and equipment, net of accumulated depreciation, was $9.4 million and $4.7 million at December 31, 2011 and 2010, respectively.

Our restricted stock holdings at December 31, 2011 and December 31, 2010 were $21.8 million and $4.2 million, respectively. These consist of stock
of the Federal Reserve Bank, Federal Home L oan Bank and Atlantic Central Bankers Bank, and are required as part of our relationship with these
banks.

We owned BOLI of $29.3 million and $25.6 million at December 31, 2011 and 2010, respectively. Cash flow from these policies will occur over an
extended period of time and flow through non-interest income. We periodically review the creditworthiness of the insurance companies that have
underwritten the policies. The cash surrender values of the policies appear on our balance sheet and are subject to full regulatory capital
requirements.

Other assetsincreased to $14.1 million at December 31, 2011 from $7.6 million at December 31, 2010. Thisincrease primarily was the result of an
increase in accrued interest receivable as aresult of the loans acquired from Berkshire Bancorp and a$4.1 million in deferred tax asset related to the
Berkshire Bancorp acquisition.

DEPOSITS

We offer avariety of deposit accounts, including checking, savings, money market and time deposits. Deposits are obtained primarily from our
servicearea. Total deposits grew to $1.58 billion at December 31, 2011, an increase of $337.5 million, or 27%, from $1.25 hillion at December 31, 2010,
primarily from deposits acquired from the Berkshire Bancorp acquisition and strong money market deposit initiation in the second half of 2011. We
introduced many new initiatives to increase our deposits that continued through 2011. Sales management practices were introduced along with new
marketing and pricing strategies.

The components of deposits were as follows at the dates indicated:

December 31,
2011 2010

(in thousands)
Demand, non-interest bearing $ 114,044 $ 72,268
Demand, interest bearing 739,463 387,013
Savings 16,922 17,649
Time, $100,000 and over 408,853 434,453
Time, other 303,907 334,307
Total deposits $ 1583189 $ 1,245,690

Total time deposits decreased $56.0 million, or 7.3%, to $712.8 million at December 31, 2011 compared to $768.8 million at December 31, 2010. Time
deposits of $100,000 or more were $408.9 million at December 31, 2011 compared to $434.5 million at December 31, 2010, a decrease of $25.6 million or
5.9%. We had no brokered deposits at December 31, 2011 compared to $46.0 million at December 31, 2010. During this period, non-interest bearing
demand depositsincreased $41.7 million, or 57.8%, to $114.0 million from $72.3 million. Interest bearing demand deposits increased $352.5 million, or
91.1%, to $739.5 million from $387.0 million. The majority of thisincrease was in money market accounts that increased to $702.4 million at December
31, 2011 from $373.6 million at December 31, 2010. Savings deposit accounts decreased $727,000, or 4.2%, to $16.9 million at December 31, 2011 from
$17.6 million.
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At December 31, 2011, the scheduled maturities of time deposits greater than $100,000 are as follows (in thousands):

3 months or less $ 62,743
Over 3 through 6 months 56,604
Over 6 through 12 months 144,765
Over 12 months 144,741

$ 408,853

OTHER BORROWINGS

Borrowed funds from various sources are generally used to supplement deposit growth. There were $5 million and $0 of Federal funds purchased
as of December 31, 2011 and 2010, respectively. Federal fundstypically maturein oneday. Anincreasein mortgage warehouse funding has
increased the need for us to borrow overnight funds. FHLB overnight advances totaled $320.0 million and $0 as of December 31, 2011 and 2010,
respectively. We also had contractual maturities of fixed rate long-term advances as noted below as of December 31, 2011 and 2010 (in thousands):

2011 2010
Amount Rate Amount Rate
2013 $ 1,000 3.73% $ 1,000 3.73%
2017 5,000 3.08 5,000 3.08
2018 5,000 331 5,000 331
$ 11,000 $ 11,000

SUBORDINATED DEBT

In June 2004, we issued $2.0 million in floating rate subordinated debt that matures on July 23, 2014. The quarterly interest rate at December 31, 2011
was 3.17%. Currently, 40% of this subordinated debt isincluded in Customers Bank and Customers Bancorp’'s Tier |1 regulatory capital
reguirement.

We issued a subordinated term note during the fourth quarter of 2008. The note was issued for $1.0 million at afixed interest rate of 7.50% per
annum. Quarterly interest payments are made on this notein January, April, July and October. The note was converted to common stock in the
third quarter of 2009 due to a significant change in our board of directors, which triggered a change in control event.

PREFERRED STOCK

As part of the Berkshire Bancorp acquisition in September 2011, we exchanged outstanding Berkshire TARP Shares Series A and Series B preferred
sharesfor 2,892 shares of the Series A Shares of Customers Bancorp, having aliquidation preference of $1,000 per share, and 145 shares of the
Series B Shares of Customers Bancorp, also having aliquidation preference of $1,000 per shares. On December 28, 2011, we repurchased these
preferred shares from the U.S. Treasury for $3.0 million.

SHAREHOLDERS EQUITY

Shareholders' equity increased to $147.7 million at December 31, 2011 from $105.1 million at December 31, 2010. Theincrease primarily was due to
capital raisestotaling $28.5 million in 2011, the net effect of the Berkshire Bancorp acquisition of $11.3 million, offset by the repurchase of $3.0
million in TARP-related preferred stock. For additional details relating to changesin our shareholders’ equity, refer to the Statements of Changesin
Shareholders’ Equity and Note 10 — Shareholders’ Equity presented in Part |1, Item 8. Financial Statements and Supplementary Data.

PRIVATE OFFERINGS OF COMMON STOCK

Since January 1, 2009, we raised approximately $106.3 million of capital, net of offering costs, through several private offerings of our securities. In
the aggregate, weissued 6,644,047 shares of V oting Common Stock and 3,090,076 shares of Class B Non-Voting Common Stock pursuant to these
private offerings. Several of the investorsin these offering were deemed “lead investors,” which entitled them to certain registration rights, pre-
emptive rights and anti-dilution rights. In addition, as part of the private offerings, the lead investors, along with certain other investors received
anti-dilution agreements providing them with protection from dilution until March 31, 2011. Except as noted below with respect to the September,
30, 2011 private placement, all of these contractual rights acquired by these investors have expired or we have performed our required obligations,
and theserights are no longer in force or effect. In addition, some of these purchasers also received warrants in connection with their investment in
us.
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In connection with a private placement sale of 419,000 shares of Voting Common Stock and 565,848 shares of Class B Non-V oting Common Stock to
an accredited investor on September 30, 2011, we granted this investor with piggyback registration rights entitling such investor to register all of his
registrable securities as part of any public offering of common stock by Customers Bancorp.

We have also changed our capital structure since 2009 pursuant to certain private exchange transactions. |n addition to the exchange described
above under “Preferred Stock,” in conjunction with our 2009 private offering, in July 2009 all shares of 10% Series A Non-Cumulative Perpetual
Convertible Preferred Stock issued in the 2009 private offering were exchanged for 59,388 shares of our Voting Common Stock at an average per
share price of $16.50 per share, and 8,167 warrants to purchase our V oting Common Stock at an exercise price of $16.50 per share. We also
anticipate that from time to time we may offer to convert the Class B Non-V oting Stock into Voting Common Stock on a one-to-one basis; provided,
however, this conversion would be only be to the extent the holder would not own greater than 4.9% of our outstanding V oting Common Stock
after conversion.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity for afinancial institution isameasure of that institution’s ability to meet depositors needs for funds, to satisfy or fund loan commitments,
and for other operating purposes. Ensuring adequate liquidity is an objective of the Asset/Liability Management process. We coordinate our
management of liquidity with our interest rate sensitivity and capital position. We strive to maintain astrong liquidity position.

Our investment portfolio provides periodic cash flows through regular maturities and amortization, and can be used as collateral to secure additional
liquidity funding. Our principal sources of funds are proceeds from stock issuance, deposits, principal and interest payments on loans, and other
funds from operations. We also maintain borrowing arrangements with the Federal Home L oan Bank and the Federal Reserve Bank of Philadelphia
to meet short-term liquidity needs. Asof December 31, 2011, our borrowing capacity with the Federal Home Loan Bank was $571.3 million of which
$320 million was used in short-term borrowings. Asof December 31, 2011, our borrowing capacity with the Federal Reserve Bank of Philadel phia
was $72 million.

Our operating activities provided $29.9 million and used $221.5 million for the years ended December 31, 2011 and 2010, respectively.

Investing activities used $760.5 million and $348.8 million for the years ended December 31, 2011 and 2010, respectively. Thisincrease was primarily
due to the higher volume of investment securities transactions and an increase in loan activity, primarily mortgage warehouse loans, in 2011
compared to 2010.

Financing activities provided $565.4 million and $740.2 million for the years ended December 31, 2011 and 2010, respectively. The decrease was
primarily due to increased growth of deposits of $215.2 million in addition to an increase in short-term borrowed funds of $325.0 million in 2011.

Overall, based on our core deposit base and avail able sources of borrowed funds, management believes that we have adequate resources to meet
our short-term and long-term cash requirements within the foreseeabl e future.

CAPITAL ADEQUACY

The Board of Governors of the Federal Reserve System has adopted risk-based capital and leverage ratio requirements for bank holding companies
like Customers Bancorp and banks like Customers Bank that are members of the Federal Reserve System. The Pennsylvania Department of Banking
aso sets minimum capital requirements. At December 31, 2011 and 2010, Customers Bancorp met each of its minimum capital

requirements. Management believes that we would be deemed “well capitalized” for regulatory purposes as of December 31, 2011 and

2010. Banking regulators have discretion to establish an institution’s classification based on other factors, in addition to the institution’s numeric
capital levels.

Management is not aware of any developments that have occurred and that could, or would be reasonably likely to, cause our classification to be
reduced below alevel of “well capitalized” for regulatory purposes. Our capital classification is determined pursuant to “ prompt corrective action”
regulations, and to determine levels of deposit insurance assessments, and may not constitute an accurate representation of our overall financial
condition or prospects. The following table summarizes the required capital ratios and the corresponding regulatory capital positions of Customers
Bancorp and Customers Bank for the periods or dates indicated:
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ToBeWsell Capitdized

Under
Prompt Corrective
For Capital Adequacy Action
Actual Purposes Provisions
Amount Ratio Amount Ratio Amount Ratio
Asof December 31, 2011:
Total capital (to risk weighted assets)
Customers Bancorp $ 162,228 1143% $ 113,504 > 8.0% N/A N/A
Customers Bank $ 157,228 11.08% $ 113,504 > 8.0% $ 141,880 >  10.0%
Tier 1 capital (to risk weighted assets)
Customers Bancorp $ 146,395 1032% $ 56,752 > 4.0% N/A N/A
Customers Bank $ 141,395 997% $ 56,752 > 40% $ 85,128 > 6.0%
Tier 1 capital (to average assets)
Customers Bancorp $ 146,395 759% $ 77,166 > 4.0% N/A N/A
Customers Bank $ 141,395 733% $ 77,166 > 40% $ 96,457 > 5.0%
As of December 31, 2010:
Total capital (to risk weighted assets) $ 115247 21.1% $ 43571 > 8.0% $ 53464 >  10.0%
Tier 1 capital (to risk weighted assets) $ 107,036 197% $ 21,557 > 40% $ 32,335 > 6.0%
Tier 1 capital (to average assets) $ 107,036 87% $ 49,397 > 40% $ 61,747 > 5.0%

Asour assets grow, our capital ratios decrease. In general, in the past few years, balance sheet growth has been offset by earnings and increases
in capital from sales of common stock and growth of the allowance for loan and |ease | osses.

We do not presently have any commitments for significant capital expenditures. We are unaware of any current recommendations by the regulatory
authorities which, if they were to be implemented, would have a material effect on our liquidity, capital resources, or operations.

The maintenance of appropriate levels of capital isan important objective of our Asset and Liability Management process. Through our initial
capitalization and our subseguent offerings, we believe we have continued to maintain a strong capital position. Management also believesthat,
under current requirements and regulations, we will meet our minimum capital requirementsfor the foreseeable future.

OFF-BALANCE SHEET ARRANGEMENTS

We are aparty to financial instruments and other commitments with off-balance sheet risks. Financial instruments with off-balance sheet risks are
incurred in the normal course of business to meet the financing needs of our customers. These financial instruments include commitments to extend
credit, including unused portions of lines of credit, and standby letters of credit. Those instrumentsinvolve, to varying degrees, elements of credit
risk in excess of the amount recognized on the balance sheets.

With commitments to extend credit, our exposure to credit loss in the event of non-performance by the other party to the financial instrument is
represented by the contractual amount of those instruments. We use the same credit policies in making commitments and conditional obligations
as for on-balance sheet instruments. Since they involve credit risk similar to extending aloan, they are subject to our Credit Policy and other
underwriting standards.

63




As of December 31, 2011 and December 31, 2010, the following off-balance sheet commitments, financial instruments and other arrangements were
outstanding:

December 31,
2011 2010
(in thousands)
Commitments to fund loans $ 106,227 $ 23,446
Unfunded commitments to fund mortgage warehouse |oans 294,681 221,706
Unfunded commitments under lines of credit 66,936 42,840
Letters of credit 1,374 1,085

Commitmentsto fund loans, unfunded commitments to fund mortgage warehouse loans, unfunded commitments under lines of credit and letters of
credit are agreements to extend credit to or for the benefit of a customer in the ordinary course of our business.

Commitmentsto fund loans and unfunded commitments under lines of credit may be obligations of ours aslong asthere is no violation of any
condition established in the contract. Since many of the commitments are expected to expire without being drawn upon, the total commitment
amounts do not necessarily represent future cash requirements. Commitments generally have fixed expiration dates or other termination clauses and
may require payment of afee. We evaluate each customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained, if we
deem it necessary upon extension of credit, is based on management’s credit evaluation. Collateral held varies but may include personal or
commercial real estate, accounts receivable, inventory and equipment.

M ortgage warehouse |oan commitments are agreements to purchase mortgage loans from mortgage bankers that agree to purchase the loans back

in ashort period of time or to sell to third party mortgage originators. These commitments generally fluctuate monthly as existing loans are

repurchased by the mortgage bankers and new |oans are purchased by us.

Outstanding letters of credit written are conditional commitmentsissued by us to guarantee the performance of a customer to athird party. Letters

of credit may obligate usto fund draws under those letters of credit whether or not a customer continues to meet the conditions of the extension of

credit. Thecredit risk involved inissuing letters of credit is essentially the same as that involved in extending loan facilities to customers.
CONTRACTUAL OBLIGATIONS

The following table sets forth contractual obligations and other commitments representing required and potential cash outflows as of December 31,
2011. Interest on subordinated debentures and long-term borrowed funds is cal culated based on current contractual interest rates.

(in thousands)

After one After three
but within but within
Within one Morethan 5
Total year threeyears fiveyears years

Operating leases $ 10,568 $ 1,859 $ 3289 $ 1985 $ 3,435
Benefit plan commitments 4,500 - - 300 4,200
Contractual maturities on time deposits 712,760 495,444 98,049 119,065 202
Subordinated notes and the interest expense (1) 2,174 63 2,111 - -
L oan commitments 467,844 456,701 1,181 695 9,267
Long term debt 11,000 - 1,000 - 10,000
Interest on long term debt 2,030 357 656 639 378
Standby letters of credit 1,374 1,374 - - -
Total $ 1212250 $ 955,798 $ 106,286 $ 122684 $ 27,482

(1) Includes interest on long-term debt and subordinated debentures at a weighted rate of 3.24% and 3.17%, respectively.




NEW ACCOUNTING PRONOUNCEMENTS

For information about the impact that recently adopted or issued accounting guidance will have on us, refer to Note 3 — Significant Accounting
Policiesto the Consolidated Financial Statements appearing in Part 11, Item 8 of this Form 10-K.
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Item 7A. Quantitative and Qualitative Disclosure About Market Risk
Interest Rate Sensitivity

The largest component of our net incomeis net interest income, and the majority of our financial instruments are interest rate sensitive assets and
liahilitieswith various terms and maturities. One of the primary objectives of management isto maximize net interest income while minimizing
interest raterisk. Interest raterisk isderived from timing differencesin the repricing of assets and liabilities, loan prepayments, deposit withdrawals,
and differencesin lending and funding rates. Our Asset/Liability Committee actively seeksto monitor and control the mix of interest rate sensitive
assets and interest rate sensitive liabilities.

We use two complementary methods to analyze and measure interest rate sensitivity as part of the overall management of interest rate risk. They
are income simulation modeling and estimates of economic value of equity. The combination of these two methods provides a reasonably
comprehensive summary of the levels of interest rate risk of our exposure to time factors and changes in interest rate environments.

Income simulation modeling is used to measure our interest rate sensitivity and manage our interest rate risk. Income simulation considers not only
theimpact of changing market interest rates upon forecasted net interest income, but also other factors such asyield curve rel ationships, the
volume and mix of assets and liabilities, customer preferences and general market conditions.

Through the use of income simulation modeling, we have estimated the net interest income for the year ending December 31, 2011, based upon the
assets, liabilities and off-balance sheet financial instrumentsin existence at December 31, 2011. We have also estimated changes to that estimated
net interest income based upon interest ratesrising or falling immediately (“rate shocks”). Rate shocks assume that all interest ratesincrease or
decrease immediately. The following table reflects the estimated percentage change in estimated net interest income for the year ending December
31, 2011, resulting from changesin interest rates.

Net changein net interest income
%

Rate Shocks Change

Up 3% 4.4%
Up 2% 5.2%
Up 1% 3.3%
Down 1% (4.9%
Down 2% (9%
Down 3% (13.51)%

The net changesin net interest incomein all scenarios are within Customers Bank’ s interest rate risk policy guidelines.

Economic Vaue of Equity (“EVE") estimates the discounted present value of asset and liability cash flows. Discount rates are based upon market
prices for comparable assets and liabilities. Upward and downward rate shocks are used to measure volatility of EVE in relation to a constant rate
environment. This method of measurement primarily evaluates the longer term repricing risks and options in Customers Bank’s balance sheet. The
following table reflects the estimated EVE at risk and the ratio of EVE to EVE adjusted assets at December 31, 2011, resulting from shocksto interest
rates.

Per cent Change Economic Value of Equity

From EVE

Rate Shocks base assets capital (a)

Up 3% (18.5)% (16.5)%
Up 2% (54)% (4.8)%
Up 1% (2.6)% 23%
Down 1% (13.99% (12.5)%
Down 2% (17.9)% (16.1)%
Down 3% (15.4)% (13.8)%

(a) Capital defined as Tier 1 plus Tier 2 Capital as calculated under regulatory guidelines.
The percent changes of EV E with the exception of the “down 1%” and “down 2%" rate shocks are all within our interest risk policy

guidelines. While the percent changes of EVE in the “down 1%" and “down 2%" rate shock scenarios are slightly outside our guidelines,
management does not believe these scenarios are likely given the current interest rate environment.
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The matching of assets and liabilities may also be analyzed by examining the extent to which such assets and liabilities are interest rate sensitive
and by monitoring abank’s interest rate sensitivity “gap.” An asset or liability issaid to be interest rate sensitive within a specific time period if it
will mature or reprice within that time period. The interest rate sensitivity gap is defined as the difference between the amount of interest earning
assets maturing or repricing within a specific time period and the amount of interest bearing liabilities maturing or repricing within that time period.

The following table sets forth the amounts of interest earning assets and interest bearing liabilities outstanding at December 31, 2011, that are
anticipated, based upon certain assumptions, to reprice or mature in each of the future time periods shown. Except as stated bel ow, the amount of
assets and liabilities shown that reprice or mature during a particular period were determined in accordance with the earlier of term to repricing or the
contractual maturity of the asset or liability. The table sets forth an approximation of the projected repricing of assets and liabilities at December 31,
2011, on the basis of contractual maturities, anticipated prepayments, and schedul ed rate adjustments within athree-month period and subsequent
selected time intervals. Theloan amountsin the table reflect principal bal ances expected to be repaid and/or repriced as aresult of contractual
amortization and anticipated prepayments of adjustable and fixed rate |oans, and as aresult of contractual rate adjustments on adjustable rate loans.

At December 31, 2011

3 months 3to6 6to12 1to3 3to5 over 5
or less months months years years years Total
(dollarsin thousands)

Interest earning deposits
and federal funds

sold $ 65805 @ $ - $ ° $ = $ - $ 5400 $ 71,205
Investment securities 26,037 25,356 54,621 97,087 157,339 56,903 417,343
Loans receivable (a) 986,072 35,904 61,315 93,464 169,266 183,786 1,529,807
Total interest earning

assets 1,077,914 61,260 115,936 190,551 326,605 246,089 2,018,355
Non interest earning

assets - - - - - 60,724 60,724
Total assets $ 1077914  $ 61,260 $ 115936 $ 190,551 $ 326605 $ 306813 $ 2,079,079
Other interest bearing

deposits $ 702419 % - $ = $ - $ - $ 539%7 $ 756,386
Time deposits 125,615 108,573 271,213 74,806 132,084 608 712,899
Other borrowings 325,000 - - 1,000 - 10,000 336,000
Subordinated debt 2,000 - - - - - 2,000
Total interest bearing

liabilities 1,155,034 108,573 271,213 75,806 132,084 64,575 1,807,285
Non interest bearing

ligbilities - - - - - 125,659 125,659
Shareholders’ equity = = = = = 146,135 146,135
Total liabilities and

equity $ 1,155034 % 108,573 $ 271213 $ 75806 $ 132084 $ 336369 $ 2,079,079

©

Interest sensitivity gap ~ $ (77,120)
Cumulative interest

sensitivity gap $ - $ (124433) $  (279,710) $ (164965) $ 29,556
Cumulative interest

sensitivity gap to

total assets (3.7% (6.0)% (13.5)% (7.9% 1.4% 0.0%
Cumulative interest

earning assets to

cumulative

interest bearing

lighilities 93.3% 90.2% 81.8% 89.8% 101.7% 100%

47313) $ (155277) $ 114745 $ 194521 $ (29,556)

(@) Including loans held for sale

As shown above, we have a negative cumulative gap (cumulative interest sensitive assets are lower than cumulative interest sensitive liabilities)
within the next year, which generally indicates that an increase in rates may lead to a decrease in net interest income and a decrease in rates may
lead to an increasein net interest income. Interest rate sensitivity gap analysis measures whether assets or liabilities may reprice but does not
capture the ability to reprice or the range of potential repricing on assets or liabilities. Thusindications based on a negative or positive gap
position needs to be analyzed in conjunction with other interest rate risk management tools.
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Management believes that the assumptions and combination of methods utilized in evaluating estimated net interest income are
reasonable. However, the interest rate sensitivity of our assets, liabilities and off-balance sheet financia instruments, as well as the estimated effect
of changesin interest rates on estimated net interest income, could vary substantially if different assumptions are used or actual experience differs

from the assumptions used in the model.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and
Shareholders of Customers Bancorp, Inc.

We have audited the accompanying consolidated balance sheets of Customers Bancorp, Inc. and subsidiary (the “Bancorp”) as of December 31,
2011 and 2010 and the related consolidated statements of operations, changes in shareholders' equity, and cash flows for each of theyearsin the
three-year period ended December 31, 2011. These consolidated financial statements are the responsibility of the Company’s management. Our
responsibility isto express an opinion on these consolidated financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in al material respects, the financial position of Customers Bancorp, Inc.
and subsidiary as of December 31, 2011 and 2010, and the results of their operations and their cash flows for each of the yearsin the three-year
period ended December 31, 2011 in conformity with accounting principles generally accepted in the United States of America.

/9 ParenteBeard LLC

Lancaster, Pennsylvania
March 20, 2012
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CUSTOMERSBANCORP, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS
(Dollar amountsin thousands, except per share data)

December 31, 2011 2010
ASSETS
Cash and due from banks 7,765 $ 6,396
Interest earning deposits 65,805 225,635
Federal funds sold — 6,693
Cash and cash equivalents 73,570 238,724
Investment securities available for sale, at fair value 79,137 205,828
Investment securities, held-to-maturity (fair value 2011 $330,809; 2010 $0) 319,547 —
Loans held for sale 174,999 199,970
L oansreceivable not covered by L oss Sharing Agreements with the FDIC 1,216,265 514,087
L oans receivable covered under Loss Sharing Agreements with the FDIC 126,276 164,885
Less: Allowance for loan and lease | osses (15,032) (15,129)
Total loans receivable, net 1,327,509 663,843
FDIC loss sharing receivable 13,077 16,702
Bank premises and equipment, net 9,420 4,700
Bank owned life insurance 29,268 25,649
Other real estate owned (2011 $6,166; 2010 $5,342 covered under Loss Sharing Agreements with the FDIC) 13,482 7,248
Goodwill 1,598 —
Restricted stock 21,818 4,169
Accrued interest receivable and other assets 14,107 7,574
Total assets 2077532 $ 1,374,407
LIABILITIESAND SHAREHOLDERS EQUITY
Liabilities:
Deposits:
Demand, non-interest bearing 114,044 $ 72,268
Interest bearing 1,469,145 1,173,422
Total deposits 1,583,189 1,245,690
Federal funds purchased 5,000 —
Other borrowings 331,000 11,000
Subordinated debt 2,000 2,000
Accrued interest payable and other liabilities 8,595 10,577
Total liabilities 1,929,784 1,269,267
Commitments and contingencies (Notes 15 and 19)
Shareholders’ equity:
Preferred stock, par value $1,000 per share; 100,000,000 shares authorized; none issued — —
Common stock, par value $1.00 per share; 200,000,000 shares authorized; sharesissued 11,395,302 11,395 8,398
and 11,347,683 outstanding at December 31, 2011, and 8,398,015 issued and outstanding at
December 31, 2010
Additional paid in capital 122,602 88,132
Retained earnings 14,496 10,506
Accumulated other comprehensive loss (245) (1,896)
Less: cost of treasury stock, 47,619 and 0 shares at December 31, 2011 and 2010 (500) —
Total shareholders’ equity 147,748 105,140
Total liabilitiesand shareholders' equity 2077532 $ 1,374,407

See accompanying notes to the consolidated financial statements.
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CUSTOMERSBANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollar amounts in thousands, except per share data)

Years Ended December 31,

Interest income:
Loansreceivable, including fees
Investment securities, taxable
Investment securities, non-taxable
Other
Total interest income

Interest expense:
Deposits
Borrowed funds
Subordinated debt
Total interest expense
Net interest income
Provision for loan |osses

Net interest income (loss) after provision for loan losses
Non-interest income:
Servicefees
M ortgage warehouse transactional fees
Bank owned life insurance
Gains on sales of investment securities
Gains on sales of SBA |loans
Impairment charges on investment securities
Bargain purchase gains on bank acquisitions
Accretion of FDIC loss sharing receivable
Gain (loss) on sale of OREO
Other
Total non-interest income

Non-interest expense:
Salaries and employee benefits
Occupancy
Technology, communication and bank operations
Advertising and promotion
Professional services
FDIC assessments, taxes, and regulatory fees
L oan workout and other real estate owned
Impairment and losses on other real estate owned
Merger related expenses
Other
Total non-interest expense
Income (loss) before tax expense
Income tax expense
Net income (loss)
Dividends on preferred stock

Net income (loss) available to common shareholders

Basic income (loss) per share
Diluted income (loss) per share

See accompanying notes to the consolidated financial statements.
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2011 2010 2009
$ 46682 $ 20021 $ 12,142
14,064 1,382 1,140
86 110 191
607 304 13
61,439 30,907 13,486
21,861 11,112 5,729
536 366 461
66 68 146
22,463 11546 6,336
38,976 19,361 7,150
9,450 10,397 11,778
(4,628)
29,526 8,964
698 643 458
5,581 2,631 70
1,404 228 229
2,731 1,114 236
329 08 —
— — (15)
— 40,254 —
1,955 — —
367 (67) (31)
587 702 96
13,652 45,603 1,043
16,718 14,031 4,267
3,242 1,897 1,261
3,169 2431 1,000
994 1,007 101
4,837 2,833 510
2,366 1,613 892
1,988 682 531
576 635 350
531 — —
2,388 972 648
37,309 26,101 9,650
5,369 28,466 (13,235)
1,835 4,731 —
4,034 23,735 (13,235)
44 _ _
$ 3,990 $ 23,735 $  (13,235)
$ 040 $ 378 $ (10.98)
$ 039 $ 369 $ (10.98)




CUSTOMERSBANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY
For theyearsended December 31, 2011, 2010 and 2009
(Dollar amounts in thousands, except share and per share data)

Balance,
January 1,
2009

Comprehensive

|oss:

Net loss
Changein net
unredized
|osses on
investment
securities

availablefor
sale, net of
taxes and
reclassificatii
adjustments

Total
comprehensive
loss

Dividends paid
on preferred
stock Series A

Preferred stock
SeriesA
exchanged for
common stock

Subordinated
debt
converted to
common stock

Common stock
sharesissued

Balance,
December 31,
2009

Comprehensive
income:

Net income
Changein net
unrealized
losses on
investment
securities

availablefor
sale, net of
taxes and
reclassificati
adjustments

Total
comprehensive
income

Stock-based
compensation
expense

Common stock
issued, net of

Retained Accumulated
Sharesof  Sharesof Additional Earnings other
preferred common Preferred  Common Paid in (Accumulated comprehensive  Treasury
stock stock Stock Stock Capital deficit) income (l0ss) Total

— 673694 $ 980 $ 674 $ 15440 $ 10 $ (255) — $ 16849
— — — — — (13,235) — — (13,235)
— — — — — — 222 — 222
— — — — — — — — (13,013)
— — — — — @) — — @
— 59,388 (980) 59 921 — — — —
— 71,073 — 71 929 — — — 1,000
— 1,036,748 — 1,037 15,634 — — — 16,671
— 1,840,903 — 1,841 32,924 (13,229) (33) 21,503
— — — — — 23,735 — — 23,735
— — — — — — (1,863) — (1,863)
_ _ — — — = — — 21,872
— — — — 2,041 — — — 2,041



costs
Sharesissued
under the
management
stock
purchase plan

Balance,
December 31,
2010

Comprehensive
income:

Net income

Changein net
unredlized
losses on
investment
securities
availablefor
sale, net of
taxes and
reclassification
adjustments

Total
comprehensive
income

Stock-based
compensation
expense

Common stock
issued, net of
costs

Sharesissued in
the acquisition
of Berkshire
Bancorp, Inc.

Repurchase of
preferred stock

Repurchase of
47,619 shares
at a cost of
$10.50 per
share

Dividends
preferred stock

Balance,
December 31,
2011

See accompanying notes to the consolidated financial statements.

— 6,323,779 — 6,324 52,700 — — — 59,024
— 233,333 — 233 467 — — — 700
— 8398015 — 8,308 88,132 10,506 (1,896) — 105,140
— — — — — 4,034 — — 4,034
— — — — — — 1,651 — 1,651
— — — — — — — — 5,685
— — — — 704 — — — 704
— 2373601 — 2,374 26,152 — — — 28,526
3,037 623,686 3,037 623 7,614 — — — 11,274
(3,037) — (3,037) — — — — — (3,037)
— (47,619) — — — — — (500) (500)
— — — — — (@) — — (@)
— 11,347,683 $ — 11395 $ 122602 $ 1449 $ (245) $  (500) $ 147,748




CUSTOMERSBANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTSOF CASH FLOWS
(Dollar amountsin thousands)

For YearsEnded December 31, 2011 2010 2009
Cash Flowsfrom Operating Activities
Net income (l0ss) $ 4,034 23735 % (13,235)
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating

activities:
Provision for loan losses 9,450 10,397 11,778
Provision for depreciation and amortization 1,375 840 726
Stock based compensation 704 2,041 -
Bargain purchase gain on bank acquisitions - (40,254) -
Deferred income tax expense (benefit) (2,728) 1,817 (394)
Net amortization of investment securities premiums and discounts (143) (133) 184
Gain on sale of investment securities (2,731) (1,114) (236)
Gain on sale of loans (329) (98) -
Origination of loans held for sale (2,243,122) (199,970) -
Proceeds from the sale of loans held for sale 2,268,340 - -
Impairment charges on investment securities - - 15
Increase in FDIC loss sharing receivable (3,920) (520) -
Amortization (accretion) of fair value discounts 280 (417) -
(Gain) loss on sales of other real estate owned (367) 67 31
Impairment charges on other real estate owned 576 635 350
Earnings on investment in bank owned life insurance (1,409 (228) (229)
Decrease (increase) in accrued interest receivable and other assets 2,257 (11,417) (1,868)
Increase (decrease) in accrued interest payable and other liabilities (2,369) (6,927) 450
Net Cash Provided by (Used in) Operating Activities 29,903 (221,546) (2,428)
Cash Flows from Investing Activities
Purchases of investment securities available for sale (72,932) (303,681) (34,489)
Purchases of investment securities held to maturity (397,482) - -
Proceeds from maturities, calls and principal repayments on investment securities available for

sale 22,137 8,175 8,425
Proceeds from maturities and principal repayments on investment securities held to maturity 78,049 - 39
Proceeds from sal es of investment securities available for sale 182,743 154,287 11,816
Sales of investment securities held to maturity - - 2,263
Net increasein loans (581,339) (175,183) (14,507)
Purchase of |oan portfolio (10,000) (94,632) -
Proceeds on sale of SBA loans 5172 1,465 -
Proceeds from (purchases of) bank owned life insurance 273 (20,466) -
Purchase of restricted stock (16,702) (2,143) -
Proceeds and acquired cash in FDIC assisted transactions - 72,931 -
Reimbursements from the FDIC on L oss Sharing Agreements 7,545 11,115 -
Purchases of bank premises and equipment (2,721) (3,287) (430)
Cash proceeds from acquisitions 19,207 - -
Proceeds from sales of other real estate owned 5,572 2,633 3,071
Net Cash Used in Investing Activities (760,478) (348,786) (23,812)
Cash Flowsfrom Financing Activities
Net increasein deposits 215,495 680,525 76,085
Net increase (decrease) in short-term borrowed funds 325,000 - (4,000)
Payment of TARP preferred stock dividends (44) - -
Purchase of treasury stock (500) - -
Repayment of TARP (3,056) - -
Proceeds from issuance of common stock 28,526 59,724 16,671
Dividends on preferred stock - - (4
Net Cash Provided by Financing Activities 565,421 740,249 88,752
Net Increase (Decrease) in Cash and Cash Equivalents (165,154) 169,917 62,512
Cash and Cash Equivalents— Beginning 238,724 68,807 6,295
Cash and Cash Equivalents— Ending $ 73,570 238,724 $ 68,807

See accompanying notes to the consolidated financial
statements.
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CUSTOMERSBANCORP, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

(Dollar amounts in thousands, except per share data)

For Years Ended December 31, 2011 2010 2009
Supplementary Cash Flows I nformation
Interest paid 22,642 10,241 5,030
Income taxes (refund) paid 2,816 - (165)
Non cash items:
Transfer of loansto other real estate owned 8,630 4,786 3,088
Issuance of common stock related to the merger 624 - -
Exchange of preferred shares to common stock - - 980
Conversion of subordinated term note to common stock - - 1,000
Acquisitions:
Assets acquired 132,512 285,605 -
Liabilities assumed 122,836 264,842 -

See accompanying notes to the consolidated financial statements.
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CUSTOMERSBANCORP, INC. AND SUBSIDIARY
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Dollarsin thousands except for per share data)

NOTE 1-DESCRIPTION OF THE BUSINESSAND BASIS OF PRESENTATION

Customers Bancorp, Inc. (the “Bancorp”) is a Pennsylvania corporation formed on April 7, 2010 to facilitate the reorganization of Customers Bank
(the “Bank”) into a bank holding company structure. The reorganization was completed on September 17, 2011. Any financial information for
periods prior to September 17, 2011 contained herein reflects those of Customers Bank as the predecessor entity. The consolidated financial
statements have been prepared in conformity with accounting principles generally accepted in the United States (“U.S. GAAP”) and pursuant to the
rules and regulations of the Securities and Exchange Commission (“ SEC”).

Customers Bancorp, Inc., and its wholly-owned subsidiary, Customers Bank, serve residences and businesses in Southeastern Pennsylvania
(Bucks, Berks, Chester, and Delaware Counties), Rye, New Y ork (Westchester County) and Hamilton, New Jersey (Mercer County). On September
17, 2011, Customers Bancorp, Inc. purchased Berkshire Bancorp, Inc. 1n 2010, Customers Bank acquired two banks, USA Bank and ISN Bank (the
Acquired Banks), in FDIC assisted transactions that expanded its footprint into central New Jersey and southeast New Y ork. Customers Bancorp,
Inc. has 14 branches and provides commercial banking products, primarily loans and deposits. The Bancorp also provides liquidity to mortgage
market originators nationwide through its mortgage warehouse division. Customers Bank is subject to regulation of the Pennsylvania Department
of Banking and the Federal Reserve Bank and is periodically examined by those regulatory authorities. Customers Bank changed its name from New
Century Bank in 2010.

Certain amounts reported in the 2010 and 2009 financial statements have been reclassified to conform to the 2011 presentation. These
reclassifications did not significantly impact Bancorp’s financial position or results of operations.

NOTE 2—-REORGANIZATION AND ACQUISITION ACTIVITY
Reorganization into Customers Bancorp, Inc.

The Bancorp and the Bank entered into a Plan of Merger and Reorganization effective September 17, 2011 pursuant to which all of the issued and
outstanding common stock of the Bank was exchanged on athree to one basis for shares of common stock and Class B Non-V oting common stock
of the Company. The Bank became awholly-owned subsidiary of the Bancorp (the “ Reorganization”). The Bancorp is authorized to issue up to
100,000,000 shares of common stock, 100,000,000 shares of Class B Non-V oting Common Stock and 100,000,000 shares of preferred stock. All share
and per share information has been retrospectively restated to reflect the Reorganization, including the three-for-one consideration used in the
Reorganization.

In the Reorganization, the Bank’ s issued and outstanding shares of common stock of 22,525,825 shares and Class B Non-V oting common stock of
6,834,895 shares converted into 7,508,473 shares of the Bancorp’s common stock and 2,278,294 shares of the Bancorp’s Class B Non-Voting
common stock. Cash was paid in lieu of fractional shares. Outstanding warrants to purchase 1,410,732 shares of the Bank’s common stock with a
weighted-average exercise price of $3.55 per share and 243,102 shares of the Bank’s Class B Non-V oting common stock with aweighted-average
exercise price of $3.50 per share were converted into warrants to purchase 470,260 shares of the Bancorp's common stock with aweighted-average
exercise price of $10.64 per share and warrants to purchase 81,036 shares of the Bancorp’s Class B Non-V oting common stock with aweighted-
average exercise price of $10.50 per share. Outstanding stock optionsto purchase 2,572,404 shares of the Bank’s common stock with a weighted-
average exercise price of $3.50 per share and stock options to purchase 231,500 shares of the Bank’s Class B Non-V oting common stock with a
weighted-average exercise price of $4.00 per share were converted into stock options to purchase 855,774 shares of the Bancorp’s common stock
with aweighted-average exercise price of $10.49 per share and stock options to purchase 77,166 shares of the Bancorp’s Class B Non-Voting
common stock with aweighted-average exercise price of $12.00 per share.

Berkshire Bancorp Acquisition

On September 17, 2011, the Bancorp completed its acquisition of Berkshire Bancorp, Inc. (“BBI”) and its subsidiary, Berkshire Bank (collectively,
“Berkshire”). Berkshire Bank merged with and into the Bank immediately following the acquisition. BBI served Berks County, Pennsylvania
through the five branches of its subsidiary, Berkshire Bank. Under the terms of the merger agreement, each outstanding share of BBl common stock
(atotal of 4,067,729) was exchanged for 0.1534 shares of the Bancorp’s common stock, resulting in the issuance of 623,686 shares of the Bancorp’'s
common stock. Cashwas paidin lieu of fractional shares. The most recent price for the sale of Customers Bancorp, Inc. common stock, $13.20, was
used to determine the fair value of the Bancorp stock issued. The total purchase price was approximately $11,274.
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CUSTOMERSBANCORP, INC. AND SUBSIDIARY

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

(Dollarsin thousands except for per share data)

Thetable below illustrates the cal culation of the consideration effectively transferred.

Reconcilement of Pro Forma Shares Outstanding

Berkshire shares outstanding 4,067,729
Exchangeratio 0.1534
Bancorp shares to be issued to Berkshire 623,686
Customers shares outstanding 9,786,765
Pro Forma Customers shares outstanding 10,410,755
Percentage ownership for Customers 94.01%
Percentage ownership for Berkshire 5.99%

In addition, Bancorp exchanged each share of BBI's shares of Series A Preferred Securities and Series B Preferred Sharesto the U.S. Treasury for
one share of the Bancorp's Fixed Rate Cumulative Perpetual Preferred Stock for the total issuance of 2,892 shares of Series A Fixed Rate Cumulative
Perpetual Preferred Stock (“ Series A Preferred Stock™) and 145 shares of Series B Fixed Rate Cumulative Perpetual Preferred Stock (“ SeriesB
Preferred Stock™) with a par value of $1.00 per share and aliquidation value of $1,000 per share. Cumulative dividends on the Series A Preferred
Stock are 5% per year and Series B Preferred Stock are 9%. Upon the exchange of the Series A and B preferred shares, the Bancorp paid to the
Treasury $218 of cumulative dividends which were previously unpaid.

Asaresult of the Berkshire Merger, the Bancorp recognized assets acquired and liabilities assumed at the acquisition date (September 17, 2011)
fair values presented below.

Total purchase price $ 11,274
Net Assets Acquired:

Cash 19,207

Restricted investments 947

Loans 98,387

Accrued interest receivable 276

Premises and equipment, net 3,374

Deferred tax assets 4,111

Other assets 6,210

Time deposits (45,721)

Deposits other than time deposits (76,145)

Accrued interest payable (48)

Other liabilities (922)

9,676

Goodwill resulting from Berkshire Merger $ 1,598

In addition, 774,571 warrants to purchase shares of BBI common stock were converted into warrants to purchase 118,853 shares of the Bancorp's
common stock with an exercise price ranging from $21.38 to $68.82 per share. The warrants were extended for afive year period and will expire on
September 17, 2016.

BBI’s operating results are included in the Bancorp’s financial results from the date of acquisition, September 17, 2011 through December 31,

2011. BBI had total assets of approximately $134,110 including total loans of $98,387 and goodwill of $1,598, with total liabilities of approximately
$122,836, including total deposits of $121,866 on September 17, 2011. The assets acquired and liabilities assumed from Berkshire are recorded at
their fair value. Thefair value adjustments made to the assets and liabilities are preliminary estimates and are subject to change as further datais
analyzed to complete the valuation based upon information available at the closing date. Asof December 31, 2011, there were no adjustmentsto fair
value.
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CUSTOMERSBANCORP, INC. AND SUBSIDIARY

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
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NOTE 2—ACQUISITION ACTIVITY (continued)
FDIC Assisted Acquisitions

On July 9, 2010, Customers Bank acquired certain assets and assumed certain liabilities of USA Bank from the Federal Deposit Insurance
Corporation (“FDIC") in an FDIC-assisted transaction (the “USA Bank acquisition”). USA Bank was headquartered in Port Chester, New Y ork and
operated one branch. On September 17, 2010, Customers Bank acquired certain assets and assumed certain liabilities of ISN Bank fromthe FDIC in
an FDIC-assisted transaction (the “1SN Bank acquisition”). ISN Bank was headquartered in Cherry Hill, New Jersey and operated one branch. The
acquisitions were accounted for under the acquisition method of accounting in accordance with ASC Topic 805 Business Combinations. The
purchased assets and assumed liabilities were recorded at their acquisition date fair values.

As part of the Purchase and Assumption Agreement entered into by Customers Bank with the FDIC (the “ Agreement”) in connection with the USA
Bank and 1SN Bank acquisitions, Customers Bank entered into L oss Sharing Agreements, pursuant to which the FDIC will cover asubstantial
portion of any future losses on the acquired loans. Excluding certain consumer loans, the loans and other real estate owned acquired are covered
by aloss share agreement between Customers Bank and the FDIC which affords Customers Bank protection against future losses. Under the
Agreement, the FDIC will cover 80% of losses on the disposition of the loans and OREO covered under the Agreements (collectively, the Covered
Assets). Theterm for loss sharing and Customers Bank reimbursement to the FDIC isfive yearsfor non-single family loans and ten years for single
family loans. The reimbursable losses from the FDIC are based on the book value of the relevant loans as determined by the FDIC at the date of the
transaction. New |oans made after that date are not covered by the provisions of the loss share agreement. Customers Bank has recorded an
aggregate receivable from the FDIC of $28,337 for the USA Bank and 1SN Bank acquisitions which represents the estimated fair value of the FDIC's
portion of the losses that are expected to be incurred and reimbursed to Customers Bank.

The Agreement with the FDIC for each acquisition provided Customers Bank with an option to purchase at appraised value the premises, furniture,
fixtures, and equipment of each bank and assume the | eases associated with these offices. Customers Bank exercised the option to purchase the
assets of USA Bank during the third quarter of 2010. Customers Bank did not exercise the option to purchase the assets of ISN Bank. Customers
Bank received approval from the FDIC and moved the deposit relationships to its Hamilton, New Jersey branch on January 18, 2011.

The acquired assets and liabilities, aswell as the adjustments to record the assets and liabilities at fair value, are presented in the following table.
Cash received from the FDIC wasincluded in the fair value adjustmentsto arrive at the total assets acquired. Because the consideration paid to the
FDIC was less than the net fair value of the acquired assets and assumed liabilities, the Bank recorded bargain purchase gains as part of the
acquisitions.

A summary of the net assets acquired and the fair value adjustments for USA Bank as of July 9, 2010 and ISN Bank as of September 17, 2010
resulting in abargain purchase gain as follows:

Cost basis of assets acquired in excess of liabilities assumed $ 20,586
Cash payments received from the FDIC 31,519
Net assets acquired before fair value adjustments 52,105
Fair value adjustments:
Loansreceivable (35,733)
FDIC loss share receivable 28,337
Other real estate owned (4,261)
Bank premises and equipment and repossessed assets (194)
Total fair value adjustments (11,851)
Pre-tax gain on the acquisition 40,254
Income taxes ( 13,109)
Gain on the acquisition of the Acquired Banks, net of taxes $ 27,145
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NOTE 2—ACQUISITION ACTIVITY (continued)

The net after-tax gain represents the excess of the estimated fair value of the assets acquired (including cash payments received from the FDIC)
over the estimated fair value of the liabilities assumed, and isinfluenced significantly by the FDIC-assisted transaction process. Asindicated in the
preceding table, net assets of $20,586 (i.e., the cost basis) were transferred to Customers Bank in the USA Bank and 1SN Bank acquisitions and the
FDIC made cash payments to the Bank totaling $31,519.

In many cases, the determination of the fair value of the assets acquired and liabilities assumed required management to make estimates about
discount rates, future expected cash flows, market conditions, and other future events that are highly subjective in nature and subject to change.

The following table sets forth the assets acquired and liabilities assumed, at the estimated fair value, in the USA Bank and ISN Bank acquisitions:

1SN Bank
USA Bank September
July 9, 2010 17, 2010
Assets Acquired
Cash and cash equivalents, including federal funds sold $ 54,140 $ 18,791
Investment securities 15,330 6,181
Loans receivable— covered under FDIC loss sharing 123,312 51,348
L oans receivable — not covered under FDIC loss sharing 1,414 26
Total loansreceivable 124,726 51,374
Other real estate owned 3,406 1,234
FDIC loss sharing receivable 22,728 5,609
Other assets 785 713
Total assets acquired 221,115 83,902
Liabilities Assumed
Deposits
Non-interest bearing 7,584 972
Interest bearing 171,764 70,919
Total deposits 179,348 71,891
Deferred income tax liability 9,390 3,719
Other liabilities 13,370 154
Total liabilities assumed 202,108 75,764
Net Assets Acquired $ 19,007 $ 8,138

In accordance with the guidance provided in SEC Staff Accounting Bulletin Topic 1.K, Financial Statements of Acquired Troubled Financial
Institutions (“SAB 1: K”) and arequest for relief granted by the SEC, historical financial information of USA Bank and SN Bank has been omitted
from the financial statements. Relief is provided for acquisitions of troubled institutions, including transactions such as the acquisitions of USA
Bank and 1SN Bank in which an institution engages in an acquisition of atroubled financial institution for which audited financial statements are not
reasonably available and in which federal assistance is an essential and significant part of the transaction.
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NOTE 2— REORGANIZATION AND ACQUISITION ACTIVITY (continued)
Loan Portfolio Acquisition

On September 30, 2011, the Bancorp purchased from Tammac Holding Corporation (“* Tammac”) $19,273 of loans and a 1.50% interest only strip
security with an estimated value of $3,000 secured by apool of $70,000 of loans originated by Tammac. Thetotal purchase price for these assets
was $13,000.

NOTE 3 —SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accounting policies and reporting policies of the Bancorp are in conformity with accounting principles generally accepted in the United States
of Americaand predominant practices of the banking industry. The preparation of financial statements requires management to make estimates and
assumptions that affect the reported balances of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported balances of revenues and expenses during the reporting period. Actual results could differ from those

estimates. Material estimates that are particularly susceptible to significant change in the near term relate to the determination of the allowance for
loan and lease losses, the valuation of deferred tax assets, determination of other-than-temporary impairment losses on securities, determination of
the FDIC loss sharing receivables and the fair value of financial instruments.

Cash and Cash Equivalents

Cash and cash equivalentsinclude cash on hand, amounts due from banks, interest-bearing deposits with banks with amaturity date of three
months or less, and federal funds sold. Generally, federal funds are sold for one day periods.

Restrictionson Cash and Amounts due from Banks

Customers Bank is reguired to maintain average balances on hand or with the Federal Reserve Bank. At December 31, 2011 and 2010, these reserve
balances amounted to $10,228 and $3,070, respectively.

Investment Securities

Investments securities classified as available for sale are those securities that Bancorp intends to hold for an indefinite period of time but not
necessarily to maturity. Investment securities available for sale are carried at fair value. Unrealized gains or |osses are reported as increases or
decreases in other comprehensive income, net of the related deferred tax effect. Realized gains or losses, determined on the basis of the cost of the
specific securities sold, areincluded in earnings and recorded at the trade date. Premiums and discounts are recognized in interest income using the
interest method over the terms of the securities.

Investment securities classified as held to maturity are those debt securities Bancorp has both the intent and ability to hold to maturity regardless
of changesin market conditions, liquidity needs or changesin general economic conditions. These securities are carried at cost, adjusted for the
amortization of premium and accretion of discount, computed by the interest method over the terms of the securities. As of December 31, 2011 and
2010, the Bancorp had $319,547 and $0 in investment securities designated as held to maturity.

Other-than-temporary impairment means management believes the security’s impairment is due to factors that could include its inability to pay
interest or dividends, its potential for default, and/or other factors. When a held to maturity or available for sale debt security is assessed for other-
than-temporary impairment, management hasto first consider (a) whether the Bancorp intends to sell the security, and (b) whether it ismore likely
than not that the Bancorp will be required to sell the security prior to recovery of its amortized cost basis.

80




CUSTOMERSBANCORP, INC. AND SUBSIDIARY
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Dollarsin thousands except for per share data)

NOTE 3—SIGNIFICANT ACCOUNTING POLICIES (continued)

If one of these circumstances applies to a security, an other-than-temporary impairment loss is recognized in the statement of operations equal to
the full amount of the declinein fair value below amortized cost. If neither of these circumstances applies to a security, but the Bancorp does not
expect to recover the entire amortized cost basis, an other-than-temporary impairment has occurred that must be separated into two categories: (a)
the amount related to credit loss, and (b) the amount related to other factors. In assessing the level of other-than-temporary impairment attributable
to credit loss, management compares the present value of cash flows expected to be collected with the amortized cost basis of the security. The
portion of the total other-than-temporary impairment related to credit lossis recognized in earnings (as the difference between the fair value and the
present value of the estimated cash flows), while the amount related to other factorsis recognized in other comprehensive income. The total other-
than-temporary impairment loss is presented in the statement of operations, less the portion recognized in other comprehensive income. When a
debt security becomes other-than-temporarily impaired, its amortized cost basisis reduced to reflect the portion of the total impairment related to
credit loss.

LoansHeld for Sale

L oans originated with the intent to sell in the secondary market are carried at the lower of cost or fair value, determined in the aggregate. These
loans are sold on a non-recourse basis with servicing released. Gains and | osses on the sale of 1oans recognized in earnings are measured based on
the difference between proceeds received and the carrying amount of the loans, inclusive of deferred origination fees and costs, if any. Asaresult
of changesin events and circumstances or devel opments regarding management’s view of the foreseeabl e future, |oans not originated or acquired
with the intent to sell may subsequently be designated as held for sale. These loans are transferred to the held for sale portfolio at the lower of
amortized cost or fair value.

L oans Receivable

L oans receivabl e that management has the intent and ability to hold for the foreseeable future or until maturity or payoff are stated at their
outstanding unpaid principal balances, net of an allowance for loan and |ease |osses and any deferred fees. Interest incomeis accrued on the
unpaid principal balance. Loan origination fees, net of certain direct origination costs, are deferred and recognized as an adjustment of theyield
(interest income) of the related loans using the level-yield method without anticipating prepayments. Customers Bank is generally amortizing these
amounts over the contractual life of the loans. Loans acquired in a FDIC-assisted acquisition, that are subject to aloss share agreement, are referred
to as “covered loans” and are reported separately in the balance sheet.

The accrual of interest is generally discontinued when the contractual payment of principal or interest has become 90 days past due or when
management has doubts about further collectability of principal or interest, even though the loan is currently performing. A loan may remain on
accrual statusif itisinthe process of collection and iswell secured. When aloan is placed on nonaccrual status, unpaid interest credited to income
isreversed. Interest received on nonaccrual loansis applied against principal until all principal has been repaid. Thereafter, interest payments are
recognized asincome until all unpaid interest has been received. Generally, loans are restored to accrual status when the abligation is brought
current and has performed in accordance with the contractual terms for a minimum of six months and the ultimate collectability of the total
contractual principal and interest is no longer in doubt.

Transfers of financial assets, including loan participations sold, are accounted for as sales, when control over the assets has been

surrendered. Control over transferred assetsis deemed to be surrendered when (1) the assets have been isolated from Customers Bank, (2) the
transferee obtains the right (free of conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred assets,
and (3) Customers Bank does not maintain effective control over the transferred assets through an agreement to repurchase them before their
maturity.

Customers Bank segregates itsoan portfolio into seven segmentsin the evaluation of the allowance for loan and lease losses. Customers Bank
loan segments are: commercia and industrial, construction, commercial real estate, residential real estate, mortgage warehouse, manufactured
housing and consumer loans. Customers Bank also breaks the residential real estate loan segment into two classes: the first mortgage and home
equity loan classesto further monitor credit risk. Theinherent credit risks within the loan portfolio varies depending upon the loan type.

Commercia and industrial |oans are underwritten after evaluating historical and projected profitability and cash flow to determine the borrower’'s
ability to repay their obligation as agreed. Commercial and industrial 10ans are made primarily based on the identified cash flow of the borrower and
secondarily on the underlying collateral supporting the loan facility. Accordingly, the repayment of acommercial and industrial loan depends
primarily on the creditworthiness of the borrower (and any guarantors), while liquidation of collateral is a secondary and often insufficient source of

repayment.
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NOTE 3—SIGNIFICANT ACCOUNTING POLICIES (continued)

Construction loans are underwritten based upon afinancial analysis of the developers and property owners and construction cost estimates, in
addition to independent appraisal val uations. These loans will rely on the value associated with the project upon completion. These cost and
valuation estimates may be inaccurate. Construction loans generally involve the disbursement of substantial funds over a short period of time
with repayment substantially dependent upon the success of the completed project. Sources of repayment of these loans would be permanent
financing upon completion or sales of developed property. These loans are closely monitored by onsite inspections and are considered to be
of ahigher risk than other real estate |oans due to their ultimate repayment being sensitive to general economic conditions, availability of long-
term financing, interest rate sensitivity, and governmental regulation of real property.

Commercial real estate |oans are subject to the underwriting standards and processes similar to commercial and industrial loans, in addition to
those underwriting standards for real estate loans. These loans are viewed primarily as cash flow dependent and secondarily as |oans secured
by real estate. Repayment of these loansis generally dependent upon the successful operation of the property securing the loan or the
principal business conducted on the property securing the loan. Commercial real estate loans may be adversely affected by conditionsin the
real estate markets or the economy in general. Management monitors and eval uates commercial real estate |oans based on collateral and risk-
rating criteria. The Bank also utilizes third-party expertsto provide environmental and market valuations. The nature of commercial rea estate
loans makes them more difficult to monitor and evaluate.

Residential real estate |oans are secured by one to four dwelling units. This segment is further divided into first mortgage and home equity
loans. First mortgages have limited risk asthey are originated at aloan to value ratio of 80% or less. Home equity |oans have additional risks
asaresult of being in asecond position in the event collateral isliquidated.

M ortgage warehouse | oans represent loans to third-party mortgage originators during the period of financing their loan inventory until the
loans are sold to investors. Mortgage warehouse lending has alower risk profile than other real estate |oans because the |oans are conforming
oneto four family real estate loans that are subject to purchase commitments from approved investors.

Manufactured housing loans represent loans that are secured by the personal property where the borrower may or may not own the underlying
real estate and therefore have a higher risk than aresidential real estate loan.

Consumer loans consist of loans to individuals originated through the Bank’ s retail network and are typically unsecured or secured by
personal property. Consumer loans have agreater credit risk than residential |oans because of the difference in the underlying collateral, if
any. The application of various federal and state bankruptcy and insolvency laws and may limit the amount that can be recovered on such
loans.

L oans covered under 1oss sharing arrangements, including loans acquired with credit deterioration, consist of the same portfolio segments asthe
non-covered loans with the additional component of the loss sharing arrangements. Covered loans with credit deterioration are presented asa
separate class within the applicable portfolio segment.

On August 6, 2010, the Bank purchased a $105.8 million manufactured housing loan portfolio from Tammac for a purchase price of $105.8 million,
where $94.6 million was funded on the purchase date and the remainder was held back under the provisions of the agreement and recorded in non-
interest bearing deposit accounts. The Agreement of Sale of L oans (the Agreement) includes a hold-back for 10% of the purchase price for the
fulfillment of the provisions of the Agreement, including the payment of past due amountsfor principal and interest of the purchased loans during
the hold-back period and servicing and indemnification obligations, should these events occur through the repayment of the loan portfolio. The
loans purchased were originated on or before 2008 and were current with their payments as of August 6, 2010; accordingly, no loans were identified
with credit deterioration on the purchase date.

On September 30, 2011, the Bancorp purchased from Tammac $19,273 of loans and a 1.50% interest only strip security with an estimated val ue of
$3,000 secured by a pool of $70,000 of loans originated by Tammac. Thetotal purchase price for these assets was $13,000. The Bancorp recorded a
discount on these loans at acquisition to record them at their realizable cash flows. The Bancorp aggregated these loans that have common risk
characteristicsinto a pool within the loan category of manufactured housing.
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NOTE 3— SIGNIFICANT ACCOUNTING POLICIES (continued)
Acquired L oans Receivable

L oans acquired in a business combination are recorded at fair value. No allowance for loan and lease |osses rel ated to the acquired loansis
recorded on the acquisition date because the fair value of the loans acquired incorporates assumptions regarding credit risk. The fair value estimate
associated with the loans include estimates rel ated to expected prepayments and the amount and timing of undiscounted expected principal, interest
and other cash flows.

L oans acquired in business combinations with evidence of credit deterioration since origination and for which it is probable that all contractually
required payments will not be collected are considered to be credit impaired. Evidence of credit quality deterioration as of purchase dates may
include information such as past-due and nonaccrual status, borrower credit scores and recent loan to value percentages. Acquired credit-impaired
loans areinitially measured at fair value, which includes estimated future credit |osses expected to beincurred over thelife of theloans. The
Bancorp considers expected prepayments and estimates the amount and timing of undiscounted expected principal, interest and other cash flows
for each loan or pool of loans meeting the criteria above, and determines the excess of the loan’s scheduled contractual principal and contractual
interest payments over all cash flows expected at acquisition as an amount that should not be accreted (nonaccretable difference). The remaining
amount, representing the excess of the loan’s or pool’s cash flows expected to be collected over the amount deemed paid for the loan or pool of
loans, is accreted into interest income over the remaining life of the loan or pool (accretableyield). The Bancorp records a discount on these loans
at acquisition to record them at their estimated realizable cash flows. The Bancorp aggregates loans that have common risk characteristicsinto
poolswithin the following loan categories: real estate loan pool (Berkshire acquisition) and the manufactured housing loan pool (Tammac loan
purchase).

L oans acquired through business combinations that do not meet the specific criteria of FASB ASC Topic 310-30, but for which adiscount is
attributable at least in part to credit quality, are also accounted for under thisguidance. Asaresult, related discounts are recognized subsequently
through accretion related to credit quality discountsis subsequently recognized based on changes in the expected cash flow of the acquired

loans. Pursuant to an AICPA letter dated December 18, 2009, the AICPA summarized the view of the SEC regarding the accounting in subsequent
periods for discount accretion associated with loan receivables acquired in a business combination or asset purchase. Regarding the accounting
for such loan receivables, that in the absence of further standard setting, the AICPA understands that the SEC would not object to an accounting
policy based on contractual cash flows or an accounting policy based on expected cash flows. Management believes the approach using expected
cash flowsis amore appropriate option to follow in accounting for the fair value discount.

Subseguent to the acquisition date, increases in cash flows expected to be received in excess of the Bancorp'sinitial investment in the loans are
accreted into interest income on alevel-yield basis over the life of theloan. Decreasesin cash flows expected to be collected should be recognized
as impairment through the provision for loan losses.

Allowancefor loan and lease Losses (* ALLL")

The allowance for loan and lease losses is established as | osses are estimated to have occurred through provisions for loan losses charged against
income. Loans deemed to be uncollectible are charged against the allowance for loan and |ease |osses, and subsequent recoveries, if any, are
credited to the allowance. The allowance for loan and |ease losses is maintained at alevel considered appropriate to meet probable loan |osses.

Customers Bank disaggregates its loan portfolio into segments for purposes of determining the allowance for loan and lease losses. Customers
Bank’s portfolio segments include commercial and industrial, commercial real estate, construction, residential real estate, mortgage warehouse,
manufactured housing and consumer. The Bank further disaggregates its residential real estate portfolio segment into two classes based upon
certain risk characteristics; first mortgages and home equity. The remaining portfolio segments are also considered classes for purposes of
monitoring and assessing credit quality based on certain risk characteristics. The allowance consists of specific, general, and unallocated
components. The allowance for loan and lease losses is maintained at a level considered adequate to provide for losses that can be reasonably
anticipated. Management performs a quarterly evaluation of the adequacy of the allowance, which is based on the Company’s past loan loss
experience, known and inherent risks in the portfolio, adverse situations that may affect the borrower’s ability to repay, the estimated val ue of any
underlying collateral, composition of the loan portfolio, current economic conditions and other relevant factors. This evaluation is inherently
subjective as it requires material estimates that may be susceptible to significant revision as more information becomes available. Customers
Bank’s current methodology for determining the ALLL is based on historical loss rates, risk ratings, specific alocation on loans identified as
impaired above specified thresholds and other qualitative adjustments.
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NOTE 3—SIGNIFICANT ACCOUNTING POLICIES (continued)

The specific component relates to loans that are classified as impaired. For such loans, an allowance is established when the (i) discounted cash
flows, or (ii) collateral value, or (iii) observable of the impaired loan is lower than the carrying value of the loan. The general component covers
pools of loans by loan classincluding commercial loans not considered impaired, as well as smaller balance homogeneous loans, such as residential
real estate, home equity loans, home equity lines of credit and other consumer loans. These pools of loans are evaluated for 10ss exposure based
upon loan risk ratings and historical loss rates for each of these categories of loans, adjusted for relevant qualitative factors. Separate qualitative
adjustments are made for higher-risk criticized loans that are not impaired. These qualitative risk factorsinclude:

1. Lending policies and procedures, including underwriting standards and historical-based loss/collection, charge-off, and recovery
practices.

2. National, regional, and local economic and business conditions as well as the condition of various market segments, including the value
of underlying collateral for collateral dependent loans.

. Nature and volume of the portfolio and terms of loans.

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

. Volume and severity of past due, classified and nonaccrual loans aswell as trends and other |oan modifications.

. Existence and effect of any concentrations of credit and changesin the level of such concentrations.

o 01w

Each factor is assigned avalue to reflect improving, stable or declining conditions based on management’s best judgment using relevant
information available at the time of the evaluation.

An unallocated component is maintained to cover uncertainties that could affect management’s estimate of probable losses. The unallocated
component of the allowance reflects the margin of imprecision inherent in the underlying assumptions used in the methodol ogies for estimating
specific and general losses in the portfolio.

Delinquency monitoring is used to identify credit risks and the general reserves are established based on the expected net charge-offs, adjusted for
qualitative factors. Loss rates are based on the average net charge-off history by portfolio segment. Historical loss rates may be adjusted for
significant factors that, in management’ s judgment, are necessary to reflect losses inherent in the portfolio. Factors that management considersin
the analysisinclude the effects of the national and local economies; trendsin the nature and volume of delinquencies, charge-offs and trendsin
nonaccrual loans; changes in loan mix; risk management and loan administration; changesin the internal lending policies and credit standards;
collection practices and the Bank’ s regul atory examiners.

Charge-offs on the commercial and industrial, construction and commercial real estate |oan segments are recorded when management estimates that
there are insufficient cash flowsto repay the loan contractual obligation based upon financial information available and valuation of the underlying
collateral. Additionally, the Bank takes into account the strength of any guarantees and the ability of the borrower to provide value related to those
guarantees in determining the ultimate charge-off or reserve associated with any impaired loans. Accordingly, the Bank may charge-off aloanto a
value below the net appraised valueif it believes that an expeditious liquidation is desirable in the circumstance and it has | egitimate offers or other
indications of interest to support avalue that isless than the net appraised value. Alternatively, the Bank may carry aloan at avaluethatisin
excess of the appraised value if the Bank has a guarantee from aborrower that the Bank believes has realizable value. In evaluating the strength of
any guarantee, the Bank eval uates the financial wherewithal of the guarantor, the guarantor’s reputation, and the guarantor’s willingness and desire
to work with the Bank. The Bank then conducts areview of the strength of a guarantee on a frequency established as the circumstances and
conditions of the borrower warrant.

Customers Bank records aloan charge-off for the residential real estate, consumer, manufactured housing and mortgage warehouse portfolio
segments after 120 days of delinquency or sooner when cash flows are determined to be insufficient for repayment. The Bank may also charge-off
these loan types bel ow the net appraised valuation if the Bank holds ajunior mortgage position in a piece of collateral whereby the risk to acquiring
control of the property through the purchase of the senior mortgage position is deemed to potentially increase the risk of loss upon liquidation due
to the amount of time to ultimately market the property and the volatile market conditions. In such cases, the Bank may abandon its junior mortgage
and charge-off the loan balance in full.
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NOTE 3— SIGNIFICANT ACCOUNTING POLICIES (continued)
Credit Quality Factors

To facilitate the monitoring of credit quality within the commercial and industrial, commercial real estate, construction portfolio and residential real
estate segments, and for purposes of analyzing historical loss rates used in the determination of the ALLL for the respective portfolio segment, the
Bank utilizes the following categories of risk ratings: pass, special mention, substandard, doubtful or loss. The risk rating categories, which are
derived from standard regulatory rating definitions, are assigned upon initial approval of credit to borrowers and updated periodically thereafter.
Pass ratings, which are assigned to those borrowers that do not have identified potential or well defined weaknesses and for which there is a high
likelihood of orderly repayment, are updated periodically based on the size and credit characteristics of the borrower. All other categories are
updated on a quarterly basis during the month preceding the end of the calendar quarter. While assigning risk ratings involves judgment, the risk
rating process allows management to identify riskier creditsin atimely manner and allocate the appropriate resources to managing the loans.

The Bank assigns a specia mention rating to loans that have potential weaknesses that deserve management’s close attention. If left uncorrected,
these potential weaknesses may, at some future date, result in the deterioration of the repayment prospects for the loan and the Bank’s credit
position.

The Bank assigns a substandard rating to loans that are inadequately protected by the current sound worth and paying capacity of the borrower or
of the collateral pledged. Substandard |oans have well defined weaknesses or weaknesses that could jeopardize the orderly repayment of the debt.
Loans in this category aso are characterized by the distinct possibility that the Bank will sustain some loss if the deficiencies noted are not
addressed and corrected.

The Bank assigns adoubtful rating to loans that have all the attributes of a substandard rating with the added characteristic that the weaknesses
make collection or liquidation in full, on the basis of currently existing facts, conditions, and values, highly questionable and improbable. The
possibility of lossisextremely high, but because of certain important and reasonable specific pending factors that may work to the advantage of
and strengthen the credit quality of the loan, its classification as an estimated
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NOTE 3—SIGNIFICANT ACCOUNTING POLICIES (continued)

lossis deferred until its more exact status may be determined. Pending factors may include a proposed merger or acquisition, liquidation proceeding,
capital injection, perfecting liens on additional collateral or refinancing plans. Loans classified as loss are considered uncollectible and are charged
off in the period in which they are determined uncollectible.

Risk ratings are not established for home equity loans, consumer loans, and installment loans, mainly because these portfolios consist of alarger
number of homogenous loans with smaller balances. Instead, these portfolios are evaluated for risk mainly based on aggregate payment history,
through the monitoring of delinquency levels and trends.

Impaired loans

A loan is considered impaired when, based on current information and events, it is probable that Customers Bank will be unable to collect the
scheduled payments of principal or interest when due according to the contractual terms of the loan agreement. Factors considered by management
in determining impairment include payment status, collateral value and the probability of collecting scheduled principal and interest payments when
due. Loansthat experience insignificant payment delays and payment shortfalls generally are not classified asimpaired. Management determines
the significance of payment delays and payment shortfalls on a case-by-case basis, taking into consideration all of the circumstances surrounding
theloan and the borrower, including the length of the delay, the reasons for the delay, the borrower’s prior payment record and the amount of the
shortfall in relation to the principal and interest owed.

Impairment is measured on aloan by loan basis for commercial and construction loans by either the present value of expected future cash flows
discounted at the loan’s effective interest rate, the loan’s obtainable market price or the fair value of the collateral if the loan is collateral
dependent. Fair value is measured based on the value of the collateral securing the loans, less cost to sell. Collateral may bein the form of real
estate or business assets including equipment, inventory, and accounts receivable. The vast majority of the collateral isreal estate. The value of
real estate collateral is determined utilizing an income or market val uation approach based on an appraisal conducted by an independent, licensed
appraiser outside of the Bank using observable market data. The value of business equipment is based upon an outside appraisal if deemed
significant, or the net book value on the applicable business' financial statementsif not considered significant using observable market data.
Likewise, values for inventory and accounts receivables collateral are based on financial statement balances or aging reports.

Covered loans are and will continue to be subject to the Bank’sinternal and external credit review and monitoring that is applied to the non-covered
loan portfolio. If credit deterioration is experienced subsequent to theinitial acquisition fair value amount, such deterioration will be measured, and a
provision for loan losses will be charged to earnings. These provisions will be offset by an increase to the FDIC loss sharing receivable for the
estimated portion anticipated to be received from the FDIC, and is recognized in non-interest income.

L oans Receivable Covered Under Loss Sharing Agreements

Loans acquired in the two FDIC assisted transactions are recorded at fair value at the acquisition date and are subject to Loss Sharing Agreements
with the FDIC. Inthe acquisitions of the Acquired Banks, the fair value was determined based on expected future cash flows and the fair value of
the collateral. Factors considered in determining the fair value (Level 3) of the acquired loans include projected cash flows, type of loan and related
collateral, classification status, contractual interest rate, term of loan, amortization status, current market conditions and discount rates. Loanswere
evaluated individually when applying valuation techniques for the majority of the loans of the Acquired Banks. The present values of projected
cash flows are measured using discount rates that are based on current market rates for new originations of comparable loans. The discount rates
do not include adjustments for credit losses that are included in the estimated cash flows.

At the date of the acquisitions, Customers Bank analyzed the delinquent and nonaccrual loans, the eighteen month history of delinquency and
reviewed the financial information available for each loan with in the Acquired Banks' loan portfolios. Theloans acquired from USA Bank that met
the definition under ASC 310-30 as aloan with credit deterioration were individually reviewed and no loan poolswere created. The loans acquired
from ISN Bank that met the definition under ASC 310-30 were further evaluated and separated into loans to be individually reviewed and loans to be
pooled based upon risk characteristics. Acquired loanswith afair market value of $101,622 did not appear to have characteristics of credit
deterioration and $74,478 appeared to have characteristics of credit deterioration on their acquisition dates.
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NOTE 3—SIGNIFICANT ACCOUNTING POLICIES (continued)

Acquired loans that were not individually reviewed but had characteristics of credit deterioration are aggregated into pools, based on individually
evaluated common risk characteristics, and aggregate expected cash flows were estimated for each pool. L oans acquired from USA Bank were
individually reviewed. A pool isaccounted for as asingle asset with asingle interest rate, cumulative loss rate and cash flow expectation. The Bank
aggregated three pools of acquired loansin the ISN Bank acquisition totaling $6,211 at the acquisition date that were determined to have credit
deterioration characteristics primarily based onnon-accrual or significant delinquency status. A loan will be removed from apool of loans only if the
loan is sold, foreclosed, assets are received in satisfaction of the loan, or the loan iswritten off, and will be removed from the pool at the carrying
value. If anindividual loan is removed from apool of loans, the difference between itsrelative carrying amount and the cash, fair value of the
collateral, or other assets received will be recognized in income immediately and would not affect the effective yield used to recognize the accretable
difference on the remaining pool.

The fair value of loans with evidence of credit deterioration are recorded net of a nonaccretable difference and, if appropriate, an accretable yield.
The difference between contractually required payments at acquisition and the cash flows expected to be collected at acquisition is the
nonaccretable difference, which is included in the carrying amount of acquired loans. Subsequent decreases to the expected cash flows will
generally result in aprovision for loan and lease losses. Subsequent increases in cash flows result in areversal of the provision for loan and lease
losses to the extent of prior charges, or areclassification of the difference from nonaccretable to accretable with a positive impact on accretion of
interest income in future periods. Further, any excess of cash flows expected at acquisition over the estimated fair value is referred to as the
accretable yield and is recognized in interest income over the remaining life of the loan when there is a reasonabl e expectation about the amount and
timing of those cash flows.

Restricted Stock

Restricted stock, included in other assets, represents required investment in the capital stock of the Federal Home Loan Bank, the Federal Reserve
Bank, and Atlantic Central Bankers Bank and is carried at cost. In December 2009, the FHLB of Pittsburgh notified member banksthat it was
suspending dividend payments and the repurchase of capital stock. Management’s determination of whether these investments are impaired is
based on their assessment of the ultimate recoverability of their cost rather than by recognizing temporary declinesin value. The determination of
whether a decline affects the ultimate recoverability of their cost isinfluenced by criteria such as (1) the significance of the decline in net assets of
the FHLB as compared to the capital stock amount for the FHLB and the length of time this situation has persisted, (2) commitments by the FHLB to
make payments required by law or regulation and the level of such paymentsin relation to the operating performance of the FHLB, and (3) the
impact of legislative and regulatory changes on institutions and, accordingly, on the customer base of the FHLB. Management believes no
impairment charge was necessary related to the restricted stock as of December 31, 2011 and 2010. In February 2012, the FHLB declared a dividend
payableto the Bank's sharehol ders and also resumed repurchase of excess capital stock.

Other Real Estate Owned

Real estate properties acquired through, or in lieu of, loan foreclosure are initially recorded at fair value less cost to sell at the date of foreclosure
establishing anew cost basis. After foreclosure, valuations are periodically performed by management and the real estateis carried at the lower of
its carrying amount or fair value less the cost to sell. Revenue and expenses from operations and changes in the valuation allowance are included in
the statement of operations. Certain other real estate owned (OREO) that was acquired from USA Bank and 1SN Bank or through the foreclosure of
loans of those banks is subject to Loss Sharing Agreements with the FDIC.
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NOTE 3— SIGNIFICANT ACCOUNTING POLICIES (continued)
FDIC Loss Sharing Receivable

The FDIC loss sharing receivable was initially recorded at fair value, based on the discounted value of expected future cash flows under the loss
share agreements. The difference between the present value and the undiscounted cash flows the Bank expectsto collect from the FDIC is accreted
into non-interest income over the life of the FDIC loss sharing receivable.

The FDIC loss sharing receivable is reviewed quarterly and adjusted for any changes in expected cash flows based on recent performance and
expectations for future performance of the covered portfolio. These adjustments are measured on the same basis as the related covered |oans and
covered other real estate owned. Any increases in cash flow of the covered assets over those expected will reduce the FDIC loss sharing receivable
and any decreases in cash flow of the covered assets under those expected will increase the FDIC loss sharing receivable. Increases to the FDIC
loss sharing receivable are recorded immediately as adjustmentsto non-interest income and decreases to the FDIC loss sharing receivable are
recognized over thelife of the loss share agreements.

Bank Owned Lifelnsurance

Bank owned life insurance policiesinsure the lives of officers of the Bank, and name the Bank as beneficiary. Non-interest incomeis generated tax-
free (subject to certain limitations) from the increase in the policies’ underlying investments made by the insurance company. The Bank is
capitalizing on the ability to partially offset costs associated with employee compensation and benefit programs with the bank owned life insurance.

Bank Premisesand Equipment

Bank premises and equipment are stated at cost less accumulated depreciation. Depreciation is computed on the straight-line method over
the estimated useful lives of the related assets. Leasehold improvements are amortized over the shorter of the term of the lease or estimated useful
life, unless extension of the lease term is reasonably assured.

Income Taxes

Customers Bank accounts for income taxes under the liability method of accounting for income taxes. The income tax accounting guidance results
in two components of income tax expense: current and deferred. Current income tax expense reflects taxes to be paid or refunded for the current
period by applying the provisions of the enacted tax law to the taxable income or excess of deductions over revenues. The Bancorp determines
deferred income taxes using the liability (or balance sheet) method. Under this method, the net deferred tax asset or liability is based on the tax
effects of the differences between the book and tax bases of assets and liabilities, and enacted changes in tax rates and laws are recognized in the
period in which they occur.

A tax positionisrecognized if it is more likely than not, based on the technical merits, that the tax position will be realized or sustained upon
examination. Theterm more likely than not means alikelihood of more than 50 percent; the terms examined and upon examination also include
resolution of the related appeals or litigation process, if any. A tax position that meets the more-likely-than-not recognition threshold isinitially and
subsequently measured as the largest amount of tax benefit that has a greater than 50 percent likelihood of being realized upon settlement with a
taxing authority that has full knowledge of all relevant information. The determination of whether or not atax position has met the more-likely-than-
not recognition threshold considers the facts, circumstances, and information available at the reporting date and is subject to management’s
judgment.

In assessing the realizability of federal or state deferred tax assets, management considers whether it is more likely than not that some portion or all
of the deferred tax assets will not be realized. The ultimate realization of deferred tax assetsis dependent upon the generation of future taxable
income during periodsin which those temporary differences become deductible. Management considers the scheduled reversal of deferred tax
liabilities, projected future taxable income and prudent, feasible and permissible aswell as available tax planning strategiesin making this
assessment. Based on the level of historical taxable income and projections for future taxable income over the periods in which the deferred tax
assets are deductible as well as available tax planning strategies, management believesit is more likely than not that Bancorp will realize the benefits
of these deferred tax assets.

Stock-Based Compensation
Customers Bank has two active stock-based compensation plans. Stock based compensation accounting guidance requires that the compensation

cost relating to share-based payment transactions be recognized in financial statements. That cost is measured based on the grant-date fair value
of the equity or liability instruments issued.
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NOTE 3— SIGNIFICANT ACCOUNTING POLICIES (continued)
Stock-Based Compensation (continued)

Compensation cost for all stock awards is calculated and recognized over the employees’ service period, generally defined as the vesting

period. For awardswith graded-vesting, compensation cost is recognized on a straight-line basis over the requisite service

period for the entireaward. A Black-Scholes model is used to estimate the fair value of stock options, while the market price of Customers Bank’s
common stock at the date of grant is used for restricted stock awards.

Comprehensive lncome

Comprehensive income (loss) consists of net income (loss) and other comprehensiveincome. Other comprehensive incomeincludes unrealized
gains and losses on securities available for sale, and unrealized losses rel ated to factors other than credit on debt securities which have been
determined to be other-than-temporarily impaired.

Earningsper Share

Basic earnings per share represents net income divided by the weighted average number of common shares outstanding during the period. Diluted
earnings per share reflects the potential dilution that could occur if (i) options to issue common stock were exercised and (i) warrants to issue
common stock were exercised. Potential common shares that may be issued related to outstanding stock options are determined using the treasury
stock method.

Segment Information

Customers Bancorp, Inc. has one reportable segment, “Community Banking.” All of the Company’s activities are interrelated, and each activity is
dependent and assessed based on how each of the activities of the Company supports the others. For example, lending is dependent upon the
ability of the Company to fund itself with deposits and borrowings while managing the interest rate and credit risk. Accordingly, all significant
operating decisions are based upon analysis of the Bank as one segment or unit.

New Accounting Pronouncements

In April 2011, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2011-02, A Creditor’s
Determination of Whether a Restructuring Isa Troubled Debt Restructuring, providing additional guidance to creditors for evaluating troubled
debt restructurings. The amendments clarify the guidance in ASC 310-40, Receivables: Troubled Debt Restructurings by Creditors, which requires
acreditor to classify arestructuring as atroubled debt restructuring (TDR) if: (1) the restructuring includes a concession by the creditor to the
borrower, and, (2) the borrower is experiencing financial difficulties. The amended guidance requires a creditor to consider all aspects of the
restructuring to determine whether it has granted a concession. It further clarifies that a creditor must consider the probability that a debtor could
default in the foreseeabl e future when determining whether the debtor is facing financial difficulty, even though the debtor may not be in default at
the date of restructuring. This new guidance requires acompany to retrospectively evaluate all restructurings occurring on or after the beginning of
the fiscal year of adoption to determineif therestructuringisa TDR. Asaresult of the Bancorp’s adoption, the notesto the financial statements
have been updated to include the expanded disclosures.

In April 2011, the FASB issued ASU 2011-03, Reconsider ation of Effective Control for Repurchase Agreements. This ASU removes from the
assessment of effective control (1) the criterion requiring the transferor to have the ability to repurchase or redeem the financial assetson
substantially the agreed terms, even in the event of default by the transferee, and (2) the collateral maintenance implementation guidance related to
that criterion. This guidanceis effective for the first interim or annual period beginning on or after December 15, 2011. The guidanceisto be applied
prospectively to transactions or modifications of existing transactions that occur on or after the effective date. Adoption of this guidance is not
expected to have amaterial impact on results of operations or financial condition.

In May 2011, the FASB issued ASU 2011-04, Amendments to Achieve Common Fair Value Measurements and Disclosure Requirementsin U.S.
GAAP and IFRS. The amendments change the wording used to describe many of the requirementsin U.S. GAAP for measuring fair value and for
disclosing information about fair value measurements. The guidance is effective during interim and annual periods beginning after December 15,
2011. The guidance isto be applied prospectively, and early application by public entitiesis not permitted. Adoption of the guidanceis not
expected to have a significant impact on the Bancorp’sfinancial statements.
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NOTE 3—SIGNIFICANT ACCOUNTING POLICIES (continued)

In June 2011, the FASB issued ASU 2011-05, Presentation of Comprehensive Income. Under the new guidance, the components of net income and
the components of other comprehensive income can be presented either in a single continuous statement of comprehensive income or in two
separate but consecutive statements. This guidance eliminates the option to present components of other comprehensive income as part of the
changesin shareholders’ equity. This amendment will be applied retrospectively, and the amendments are effective for fiscal years and interim
periods ending after December 15, 2012. Early adoption is permitted. Adoption of the guidance is not expected to have a significant impact on the
Bancorp'sfinancial statements.

In September, 2011, the FASB issued ASU 2011-08, Testing Goodwill for Impairment. The purpose of this ASU isto simplify how entities test
goodwill for impairment by adding anew first step to the preexisting goodwill impairment test under ASC Topic 350, I ntangibles — Goodwill and
other. Thisamendment gives the entity the option to first assess a variety of qualitative factors such as economic conditions, cash flows, and
competition to determine whether it was more likely than not that the fair value of goodwill has fallen below its carrying value. If the entity
determinesthat it isnot likely that the fair value has fallen below its carrying value, then the entity will not have to complete the original two-step
test under Topic 350. The amendmentsin this ASU are effective for impairment tests performed for fiscal years beginning after December 15, 2011.
Early adoption is permitted. The Bancorp is evaluating the impact of this ASU on its consolidated financial statements.

In December, 2011, the FASB issued ASU 2011-10, Derecognition of in Substance Real Estate — a Scope Clarification. ThisASU clarifies previous
guidance for situationsin which areporting entity would relinquish control of the assets of a subsidiary in order to satisfy the nonrecourse debt of
the subsidiary. The ASU concludesthat if control of the assets has been transferred to the lender, but not legal ownership of the assets; then the
reporting entity must continue to include the assets of the subsidiary inits consolidated financial statements. The amendmentsin this ASU are
effective for public entities for annual and interim periods beginning on or after June 15, 2012. Early adoption is permitted. The Bancorp does not
expect this ASU to have a significant impact on its consolidated financial statements.

In December, 2011, the FASB issued ASU 2011-11, Disclosures about Offsetting Assets and Liabilities, in an effort to improve comparability
between U.S. GAAP and IFRS financia statements with regard to the presentation of offsetting assets and liabilities on the statement of financial
position arising from financial and derivative instruments, and repurchase agreements. The ASU establishes additional disclosures presenting the
gross amounts of recognized assets and liabilities, offsetting amounts, and the net balance reflected in the statement of financial position.
Descriptive information regarding the nature and rights of the offset must also be disclosed. The Bancorp does not expect thisASU to have a
significant impact on its consolidated financial statements.

In December, 2011, the FASB issued ASU 2011-12, Deferral of the Effective Date to the Presentation of Reclassifications of Items Out of
Accumulated Other Comprehensive Income in Accounting Standar ds Update 2011-05. In response to stakeholder concerns regarding the
operational ramifications of the presentation of these reclassifications for current and previous years, the FASB has deferred the implementation
date of this provision to allow time for further consideration. The requirement in ASU 2011-05, Presentation of Comprehensive Income, for the
presentation of acombined statement of comprehensive income or separate, but consecutive, statements of net income and other comprehensive
incomeis still effective for fiscal years and interim periods beginning after December 15, 2011 for public companies. The adoption of thisASU did
not have a significant impact on the Company’s consolidated financial statements.
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NOTE 4 - EARNINGS PER SHARE

Basic earnings per share are computed by dividing net income by the weighted-average number of common shares outstanding during the
period. Diluted earnings per share reflects the potential dilution that could occur if (i) options to purchase common stock were exercised and (ii)
warrants to purchase common stock were exercised. Potential common shares that may be issued related to outstanding stock options are
determined using the treasury stock method. The following are the components of the Bancorp’s earnings per share for the periods presented:

December 31,
2011 2010 2009

Net income (loss) allocated to common shareholders $ 3990 $ 23735 $ (13,235)
Weighted-average number of common shares outstanding - basic 10,071,566 6,303,005 1,206,001
Stock-based compensation plans 141,263 97,893 —

Warrants 71,532 48,115 —
Weighted-average number of common shares - diluted 10,284,361 6,449,013 1,206,001
Basic earnings (loss) per share $ 040 $ 378 $ (10.98)
Diluted earnings (loss) per share $ 039 $ 369 $ (10.98)

Stock options outstanding for 34,130 shares of common stock with exercise prices ranging from $12.96 to $33.00 and warrants for 130,047 shares of
common stock with exercise prices ranging from $16.50 to $68.82 for the year ended December 31, 2011 were not dilutive because the exercise prices
were greater than the average market price. Stock options outstanding for 9,616 shares of common stock with exercise prices ranging from $30.75 to
$33.00 and warrants for 11,197 shares of common stock with an exercise price of $16.50 for the year ended December 31, 2010 were not dilutive
because the exercise prices were greater than the average market price. Stock options outstanding for 14,936 shares of common stock with exercise
prices ranging from $30.75 to $33.00 and warrants for 238,973 shares of common stock with an exercise price of $16.50 for the year ended December
31, 2009 were not dilutive due to lossesin 2009.

NOTE 5—INVESTMENT SECURITIES

The amortized cost and approximate fair value of investment securities as of December 31, 2011 and December 31, 2010 are summarized as follows:

December 31, 2011

Gross Gross
Amortized Unrealized Unrealized
Cost Gains L osses Fair Value

Availablefor Sale:
U.S. Treasury and government agencies $ 1,002 $ — 3 @ $ 1,001
M ortgage-backed securities (1) 55,818 581 (207) 56,292
Asset-backed securities 622 5 — 627
Municipal securities 2,071 — (71) 2,000
Corporate notes 20,000 — (783) 19,217

$ 79513 $ 586 $ (962) $ 79,137
Held to Maturity:
M ortgage-backed securities $ 319547 $ 11,262 $ — $ 330,809

(0] Includes an interest only strip security of $2,894.
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NOTE 5—INVESTMENT SECURITIES (continued)

December 31, 2010

Gross Gross
Amortized Unrealized Unrealized
Cost Gains L osses Fair Value
Availablefor Sale:
U.S. Treasury and government agencies $ 1,711 % — 3 (30) $ 1,681
M ortgage-backed securities 204,182 561 (3,169) 201,574
Asset-backed securities 719 3 — 722
Municipal securities 2,088 — (237) 1,851
$ 208,700 $ 564 $ (3436) $ 205,828
The following table shows proceeds from the sale of available for sale investment securities, gross gains and gross | osses on those sal es of
securities:
December 31,
2011 2010 2009
Proceeds from sale of available-for-sale investment securities $ 182,743 $ 154,287 $ 11,816
Proceeds from sale of held-to-maturity investment securities - - 2,263
Gross gains 2,731 1,117 236
Gross losses - (3 -
Net gains 2,731 1,114 236

The following table shows investment securities by stated maturity. Investment securities backed by mortgages have expected maturities that differ
from contractual maturities because borrowers have the right to call or prepay, and are, therefore, classified separately with no specific maturity
date:

December 31, 2011

Available-for-Sale Held-to-Maturity
Amortized Fair Amortized Fair
Cost Value Cost Value
Duein oneyear or less $ 1,102 $ 1,102 $ — $ —
Due after one year through five years 22477 21,626 — —
Due after five years through ten years 77 78 — —
Due after ten years 39 39 — —
23,695 22,845 — —
Mortgage-backed securities (1) 55,818 56,292 319,547 330,809
Total investment securities $ 79513 $ 79137 $ 319547 $ 330,809

D Includes an interest only strip security of $2,894.

In 2009, the Bancorp's decision to sell all of its held to maturity securities resulted from concerns of the economy and the resulting impact on asset
quality, the opportunity to take advantage of gainsthat existed in the three securities and to help maintain regulatory capital ratios within the “Well
Capitalized” status before raising capital in June 2010. The Bancorp considered the portfolio tainted and did not utilize held to maturity securities
until two years later.
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NOTE 5—INVESTMENT SECURITIES (continued)

The Bancorp’sinvestments’ gross unrealized losses and fair value, aggregated by investment category and length of time for individual securities
that have been in a continuous unrealized loss position, at December 31, 2011 and December 31, 2010 are asfollows:

December 31, 2011

Lessthan 12 months 12 monthsor more Total
Unrealized Unrealized Unrealized
Fair Value L osses Fair Value L osses Fair Value L osses
Available for Sale:
U.S. Treasury and
government agencies $ 1,001 $ D $ - $ - $ 1,001 $ 1)
M ortgage-backed securities 166 @) 412 (106) 578 (107)
Municipal securities - - 2,000 (72) 2,000 (71)
Corporate notes 19,218 (783) - - 19,218 (783)
Total investment securities available-
for-sale $ 20,385 $ (785) $ 2412 $ 177 $ 22797 $ (962)

December 31, 2010

L essthan 12 months 12 monthsor more Total
Unrealized Unrealized Unrealized
Fair Value L osses Fair Value L osses Fair Value L osses

Availablefor Sale:
U.S. Treasury and government

agencies $ 1457 $ 29 $ 116 $ @ $ 1573 $ (30)
M ortgage-backed securities 134,068 (3,204) 524 (65) 134,592 (3,169)
Municipal securities — — 1851 (237 1,851 (237
Total investment securities available-

for-sale $ 135525 $ (3133 $ 2491 $ (303) $ 138,016 $ (3,436y

At December 31, 2011, there were ten available for sale investment securitiesin the less than twelve month category and six available-for-sale
investment securities in the twelve month or more category. At December 31, 2010, there were thirty-three available-for-sal e investment securitiesin
the less than twelve month category and six available-for-sale investment securitiesin the twelve month or more category. In management’s
opinion, the unrealized losses reflect primarily changes in interest rates, due to changes in economic conditions and the liquidity of the market and
not credit quality. In addition, the Bancorp does not believe that it will be more likely than not that the Bancorp will be required to sell the securities
prior to maturity or market price recovery.

At December 31, 2011 and 2010, Customers Bank pledged municipal and mortgage-backed securities of $311,442 and $2,062, respectively as
collateral for borrowings.
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE LOSSES

The composition of net loans receivable at December 31, 2011 and December 31, 2010 is asfollows:

2011 2010

Construction $ 37,926 $ 50,964
Commercial rea estate 51,619 72,281
Commercial and industrial 10,254 13,156
Residential rea estate 22,465 23,822
Manufactured housing 4,012 4,662

Total loans receivable covered under FDIC Loss Sharing Agreements (1) 126,276 164,885
Construction 15,271 13,387
Commercial rea estate 352,635 144,849
Commercial and industria 69,178 35,942
Mortgage warehouse 619,318 186,113
Manufactured housing 104,565 102,924
Residential rea estate 53,476 28,964
Consumer 2,211 1,581
Deferred (fees) costs, net (389) 327

Total loans receivable not covered under FDIC L oss Sharing Agreements 1,216,265 514,087
Allowance for loan and lease | osses (15,032) (15,129)
Loansreceivable, net $ 1,327509 $ 663,343

(1) Loansthat were acquired in the two FDIC assisted transactions and are covered under Loss Sharing Agreements with the FDIC arereferred to
as “covered” loans throughout these financial statements.

Non-Covered Nonaccrual Loans and Loans Past Due

The following table summarizes non-covered nonaccrual oans and past due loans, by class, as of December 31, 2011:

30-89 Days
Past Due Greater Than Total Past Non- Total Loans
(1) 90 Days (1) Due(1) Accrual Current (2) (4)
Commercia and industrial $ — 3 — 3 — 3 2962 $ 66,216 $ 69,178
Commercial rea estate 1,114 — 1,114 27,290 324,231 352,635
Construction — — — 5,630 9,641 15,271
Residential real estate
First mortgages 1,051 — 1,051 1,855 24,784 27,690
Home equity 448 — 448 1,091 24,247 25,786
Acquired with credit deterioration — — — — — —
Consumer 21 — 21 40 2,150 2,211
M ortgage warehouse — — — — 619,318 619,318
Manufactured housing (3) 5,162 — 5,162 — 99,403 104,565
Total $ 77% $ — 8 7,7% $ 38868 $ 1169990 $ 1,216,654
) Loan balances do not include non-accrual loans.
2 L oans where payments are due within 29 days of the scheduled payment date.
(3 Purchased manufactured housing loans are subject to cash reserves held at the Bank and are used to fund the past due payments when
the loan reaches 90 days or more delinquent.
4 L oans exclude deferred costs and fees.
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

The following table summarizes non-covered nonaccrual loans and past due loans, by class, as of December 31, 2010:

30-89 Days Greater Than Total Past Non-
Past Due(1) 90 Days(1) Due(1) Accrual Current(2)  Total Loans(4)
Commercial and industrial $ — 3 — 3 — 3 705 $ 35237 $ 35,942
Commercial real estate 3,545 — 3,545 15,739 125,565 144,849
Construction 51 — 51 4,673 8,663 13,387
Residential real estate
First mortgages — — — 658 6,705 7,363
Home equity 400 — 400 467 20,702 21,569
Acquired with credit deterioration — — — 32 — 32
Consumer 17 5 22 — 1,559 1,581
M ortgage warehouse — — — — 186,113 186,113
Manufactured housing (3) 2,698 — 2,698 — 100,226 102,924
Total $ 6,711 $ 5 % 6,716 $ 222714  $ 484,770  $ 513,760

(1) Loan balancesdo not include non-accrual loans.

(2) Loanswhere payments are due within 29 days of the scheduled payment date.

(3) Purchased manufactured housing loans are subject to cash reserves held at the Bank and are used to fund the past due payments when the
loan reaches 90 days or more delingquent.

(4) Loansexclude deferred costs and fees.

Covered Nonaccrual Loans and Loans Past Due
The following table summarizes covered nonaccrual 1oans and past due loans, by class, as of December 31, 2011:

30-89 Days Greater Than Total Past

Past Due (1) 90 Days(1) Due(1) Nonaccr ual Current(3) Total Loans
Commercia and industrial
Acquired with credit $ — $— $ —  $ 3718 % — 3 378
deterioration
Remaining loans (2) 2,672 — 2,672 — 7,204 9,876
Commercial real estate
Acquired with credit — — — 16,204 2,039 18,243
deterioration
Remaining loans (2) 1,074 — 1,074 1,462 30,840 33,376
Construction
Acquired with credit — — — 18,896 3,266 22,162
deterioration
Remaining loans (2) 92 — 92 2,584 13,088 15,764
Residential real estate
Acquired with credit — — — 4,002 — 4,002
deterioration
First mortgages (2) 570 — 570 — 8,601 9171
Home equity (2) 281 — 281 1,532 7,479 9,292
Manufactured housing
Acquired with credit — — — 7 — 7
deterioration
Remaining loans (2) 6 — 6 78 3,851 3,935
$ 4695 $ — 3 4695 $ 45213 $ 76,368 $ 126,276

(1) Loan balances do not include non-accrual loans.
(2) Loans that were not identified at the acquisition date as aloan with credit deterioration.
(3) Loans where payments are due within 29 days of the scheduled payment date.
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

The following table summarizes covered nonaccrual |oans and past due loans, by class, as of December 31, 2010:

30-89 Days Greater than Total past Non-
Past Due (1) 90 days (1) due (1) accrual Current(3) Total Loans
Commercia and industrial
Acquired with credit deterioration $ 419 $ — 3 419 $ 1790 $ 1,003 $ 3,212
Remaining loans (2) 53 — 53 — 9,891 9,944
Commercial rea estate
Acquired with credit deterioration 1,215 — 1,215 15,242 23,778 40,235
Remaining loans (2) 795 — 795 433 30,818 32,046
Construction
Acquired with credit deterioration 3,884 — 3,884 19,869 — 23,753
Remaining loans (2) — — — 1,912 25,299 27,211
Residential real estate
Acquired with credit deterioration — — — 4,013 1,751 5,764
First mortgages (2) — — — — 8,254 8,254
Home equity (2) 248 — 248 4 9,552 9,804
Manufactured housing
Acquired with credit deterioration — — — 95 7 102
Remaining loans (2) 113 — 113 96 4,351 4,560
$ 6,727 $ — $ 6,727 $ 43454 % 114704  $ 164,885

(1) Loan balances do not include non-accrual loans.
(2) Loans receivable that were not identified upon acquisition as aloan with credit deterioration.
(3) Loans where payments are due within 29 days of the scheduled payment date.
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

Impaired Loans - Covered and Non-Covered

The following table presents a summary of the impaired loans at December 31, 2011.

Unpaid Average Interest
Principal Related Recor ded Income
Balance (1) Allowance I nvestment Recognized

With norelated allowance recor ded:
Commercia and industrial $ 6975 $ — 3 7109 $ 356
Commercid real estate 20,431 — 21,887 792
Construction 8,773 — 8,776 255
Residential real estate 343 — 347 —
With an allowance recor ded:
Commercia and industrial 800 426 815 27
Commercial red estate 12,195 2,047 12,414 555
Construction 7,369 2,986 7,369 132
Consumer 22 22 27 1
Residentia rea estate 869 195 904 9

Total $ 57777  $ 5676 $ 59,648 $ 2,127
(1) Also represents the recorded investment.
The following table presents a summary of the impaired loans at December 31, 2010.

Unpaid Average Interest
Principal Related Recor ded Income
Balance(1) Allowance Investment Recognized

With norelated allowance recor ded:
Commercial and industrial $ 179 $ — 3 83 $ 2
Commercial rea estate 10,825 — 4,737 356
Construction 551 — 278 —
Consumer — — — —
Residential rea estate 658 — 496 22
With an allowance r ecor ded:
Commercial and industria 7,382 1,456 6,383 462
Commercial rea estate 18,843 6,551 11,715 857
Construction 6,168 2,006 6,198 168
Consumer — — — —
Residential rea estate 620 305 668 16

Total $ 45226 $ 10,318 $ 30558 $ 1,883

(1) Also represents the recorded investment.
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

Troubled Debt Restructurings

At December 31, 2011, there were $9.9 million in loans categorized as troubled debt restructurings (“TDR”). All TDRs are considered impaired loans
in the calendar year of their restructuring. In subsequent years, a TDR may cease being classified asimpaired if the loan was modified at a market
rate and has performed according to the modified termsfor at least six months. A loan that has been modified at a below market rate will return to
performing statusif it satisfies the six month performance requirement; however, it will remain classified asimpaired.

Thefollowing isan analysis of loans modified in atroubled debt restructuring by type of concession for the year ended December 31, 2011. There

were no modifications that involved forgiveness of debt.

Extended under forbearance
Multiple extensions resulting from financia difficulty
Interest rate reductions

Total

TDRsin
compliance
with their
modified
termsand TDRsthat are
accruing not accruing
inter est interest Total
$ - % 5151 $ 5,151
72 - 72
910 - 910
$ 982 $ 5151 $ 6,133
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)
Troubled Debt Restructurings

The following table provides, by class, the number of loans and leases modified in troubled debt restructurings, and the recorded investments and
unpaid principal balances for the year ended December 31, 2011.

TDRsin compliance with

their modified termsand
accruing interest

TDRsthat arenot
accruing interest

Number Recorded Number Recorded

of Loans I nvestment of Loans Investment
Commercial and industrial - % - - $ -
Commercid real estate 1 613 6 4538
Construction - - - -
Manufactured housing 12 982 - -
Residential real estate - - - -
Consumer - - - -
Total loans and leases 13 $ 1,595 6 $ 4,538

Thefollowing table provides, by class, the number of loans and |eases modified in troubled debt restructurings, and the recorded investments and
unpaid principal balances for the year ended December 31, 2010.

TDRsin compliance with

their modified termsand TDRsthat are not
accruing interest accruing inter est
Number Recorded Number Recorded
of Loans I nvestment of Loans Investment
Commercia and industrial 1 3 124 4 3 617
Commerciad real estate 5 2,728 9 3,501
Construction 1 550 - -
Manufactured housing - - - -
Residential real estate - - 1 658
Consumer 1 3 - -
Total loans and leases 8 $ 3,405 14 3 4,776

TDR modifications primarily involve interest rate concessions, extensions of term, deferrals of principal, and other modifications. Other
modificationstypically reflect other nonstandard terms which the Bancorp would not offer in non-troubled situations. During the years ended
December 31, 2011 and 2010, respectively, $2,403 and $1,029 were modified in atroubled debt restructuring. TDR modifications of loans within the
commercial and industrial category were primarily interest rate concessions, deferrals of principal and other modifications; modifications of
commercia real estate loans were primarily deferrals of principal, extensions of term and other modifications; and modifications of residential real
estate loans were primarily interest rate concessions and deferrals of principal. Asof December 31, 2011 and 2010, there were no commitmentsto
lend additional funds to debtors whose terms have been modified in troubled debt structuring.

During the first quarter of 2011, one TDR loan in the amount of $710,000 defaulted on its modified terms and transferred to OREOQ. The loan was part
of the commercial real estate segment and had already been evaluated for impairment with no specific reserve assigned. There were no valuation
losses at the time of the transfer and had no impact on the ALLL. There were no other TDR loans that defaulted during the twelve month period
ending December 31, 2011.

All loans and leases modified in troubled debt restructurings are evaluated for impairment. The nature and extent of impairment of TDRs, including
those which have experienced a subsegquent default, is considered in the determination of an appropriate level of allowance for credit losses. There
was $352 and $480 in specific reserves resulting from the addition of TDR modifications during the years ended December 31, 2011 and December
31, 2010.
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NOTE 6 — LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

Credit Quality Indicators

Commercia and industrial, commercial real estate, residential real estate and construction loans are based on an internally assigned risk rating
system which are assigned at the loan origination and reviewed on a periodic or on an “as needed” basis. Consumer, mortgage warehouse and
manufactured housing loans are evaluated based on the payment activity of the loan. The following presents the credit quality tables as of

December 31, 2011 and December 31, 2010 for the non-covered loan portfolio.

December 31, 2011

Commercial

and Commercial Residential

Industrial Real Estate Construction Real Estate
Pass/Satisfactory $ 61,327 $ 308258 $ 9314 $ 50,517
Special Mention 57 13,402 237 -
Substandard 7472 29,312 4,349 2,959
Doubtful 322 1,663 1,371 -
Total $ 69,178 $ 352,635 $ 15271 $ 53,476
Mortgage M anufactured

Consumer Warehouse Housing
Performing $ 2171 % 619,318 $ 104,565
Nonperforming (1) 40 - -
Total $ 2211 % 619,318 $ 104,565
(0] Includes loans that are on non-accrual status or past due ninety days or more at December 31, 2011.
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

December 31, 2010

Commercial

and Commercial Residential

Industrial Real Estate Construction Real Estate
Pass/Satisfactory $ 27,771 $ 107,480 $ 4653 $ 27,566
Special Mention 534 8,500 1,416 —
Substandard 7,306 25,213 6,246 1,398
Doubtful 331 3,656 1,072 —
Total $ 35942 $ 144849 $ 13387 $ 28,964
Mortgage Manufactured

Consumer Warehouse Housing
Performing $ 1559 $ 186,113 $ 100,226
Nonperforming (1) 22 — 2,698
Total $ 1581 $ 186,113 $ 102,924
(1) Includesloansthat are on non-accrual status or past due ninety days or more at December 31, 2010.
The following presents the credit quality tables as of December 31, 2011 and December 31, 2010 for the covered loan portfolio.
December 31, 2011
Commer cial

and Commercial Residential

Industrial Real Estate Construction Real Estate
Pass/Satisfactory $ 9823 $ 30,998 $ 5539 $ 16,476
Specia Mention 53 3,358 7,641 455
Substandard 378 17,263 24,746 5,534
Doubtful - - - -
Total $ 10254 $ 51619 $ 37,926 $ 22,465
Manufactured

Housing

Performing $ 3,857
Nonperforming (1) 155
Total $ 4,012

(1) Includesloansthat are on non-accrual status or past due ninety days or more at December 31, 2011.
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

December 31, 2010

Commercial

and Commercial Residential

Industrial Real Estate Construction Real Estate
Pass/Satisfactory $ 11134  $ 38431 $ 23134 $ 17,219
Special Mention 1,060 16,118 19,573 3,214
Substandard 917 14,736 8,257 1,672
Doubtful 45 2,996 — 1,717
Total $ 13156 $ 72281 $ 50,964 $ 23,822
M anufactured

Housing
Performing $ 4,358
Nonperforming (1) 304
Total $ 4,662
Q) Includes loans that are on non-accrual status or past due ninety days or more at December 31, 2010.

Allowance for loan and |ease |osses

The changesin the allowance for loan and lease losses as of December 31, 2011 and December 31, 2010 and the loans and allowance for loan and

lease losses by |oan segment based on impairment method are as follows:

Commercial
and Commercial Residential

Twelve months ended December 31, 2011 Industrial Real Estate Construction Real Estate
Beginning Balance, January 1, 2011 $ 1662 $ 9152 $ 2127 $ 1,116
Charge-offs (2,543 (5,775) (1,179) (109)
Recoveries 11 94 2 —
Provision for loan losses 2,311 3,558 3,706 (163)
Ending Balance, December 31, 2011 $ 1441 $ 7029 $ 4656 $ 844
Loans:

Individually evaluated for impairment $ 7775 $ 32625 $ 16,142 $ 1,212

Collectively evaluated for impairment 73,877 354,561 16,025 71,477

L oans acquired with credit deterioration 885 20,962 26,428 4,731
Allowance for loan and |ease |osses:

Individually evaluated for impairment $ 426 $ 2047 $ 2986 $ 195

Collectively evaluated for impairment 911 4,063 209 554

Loans acquired with credit deterioration 104 920 1,461 9%
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NOTE 6 - LOANSRECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

M anufactured Mortgage
Twelve months ended December 31, 2011 Housing Consumer Warehouse Unallocated Total
Beginning Balance, January 1, 2011 $ — 3 11 $ 465 $ 5% $ 15,129
Charge-offs — (55) — — (9,661)
Recoveries — 7 — — 114
Provision for loan losses 18 98 464 (542) 9,450
Ending Balance, December 31, 2011 $ 18 $ 61 $ 929 $ 54 $ 15,032
Loans:
Individually evaluated for impairment $ — $ 23 $ — 3 — 3 57,777
Collectively evaluated for impairment 113,380 6,545 619,318 — 1,153,029
L oans acquired with credit deterioration 88 — — — 155,249
Market discounts/premiums/val uation adjustments (23,5149)
Total loans 1,342,541
Allowance for loan and lease | osses:
Individually evaluated for impairment $ — $ 2 % — $ — 3 5,676
Collectively evaluated for impairment 1 39 929 54 6,760
L oans acquired with credit deterioration 17 — — — 2,596

The non-covered manufactured housing portfolio was purchased in August 2010. A portion of the purchase price may be used to reimburse the
Bank under the specified termsin the Purchase Agreement for defaults of the underlying borrower and other specified items. At December 31, 2011
and December 31, 2010, funds available for reimbursement, if necessary, are $6,534 and $10,419, respectively. Each quarter, these funds are
evaluated to determine if they would be sufficient to absorb probable |osses within the manufactured housing portfolio.
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NOTE 6 —LOANS RECEIVABLE AND ALLOWANCE FOR LOAN AND LEASE L OSSES (continued)

The analysis of the allowance for loan and |ease losses for 2011 and 2010 is asfollows:

2011 2010 2009
Balance, January 1 $ 15,129 $ 10,032 $ 2,876
Provision for loan losses 9,450 10,397 11,778
L oans charged off (9,661) (5,265) (4,630)
Recoveries 114 15 8
Transfers (1) - (50) -
Balance, December 31 $ 15,032 $ 15129 $ 10,032

(1) At December 31, 2010, the Bancorp had areserve of $50 for unfunded commitments included within the allowance for loan and lease
losses. The reserve for unfunded loan commitments was reclassified to Other Liabilities during the year ended December 31, 2010.

The following tables present the loans with credit deterioration as of acquisition date for acquired loans. Both the Berkshire Bancorp and Tammac
transactions occurred in September 2011. The USA Bank and I SN Bank acquisitions occurred in July and September of 2010, respectively. The
balances presented are estimates based on data collected at the time of the transactions.

2011 2010
Contractually required payments receivable $ 175,050 $ 123,100
Credit discount (nonaccretable difference) (24,922) (41,792)
Cash flows expected to be collected 150,128 81,308
Market discount (accretable yield) (41,306) (6,832)
Fair value of loans acquired with credit deterioration $ 108,822 $ 74,476
The changesin the accretable yield as of December 31.: 2011 2010
Balance, beginning of period $ 7176 $ >
Additions resulting from acquisition 41,306 6,832
Accretion to interest income (3,556) (972)
Reclassification (to)/from nonaccretabl e difference and disposal's, net 432 1,315
Balance, end of period $ 45358 $ 7,176

The outstanding balance as defined by ASC 310-30-50-1, of acquired covered loans with credit deterioration is $252,247 with a carrying value of
$229,060 at December 31, 2011. The outstanding balance was $113,279 with a carrying balance of $73,066 at December 31, 2010.

FDIC Loss Sharing Receivable

Prospective losses incurred on Covered Loans are eligible for partial reimbursement by the FDIC. Subsequent decreases in the amount expected to
be collected result in aprovision for loan and lease losses, an increase in the allowance for |oan and lease losses, and a proportional adjustment to
the FDIC loss sharing receivabl e for the estimated amount to be reimbursed. Subsequent increases in the amount expected to be collected result in
thereversal of any previously-recorded provision for loan and |lease | osses and related allowance for loan and |lease and | ease | osses and
adjustmentsto the FDIC loss sharing receivable, or accretion of certain fair value amounts into interest incomein future periods if no provision for
loan and |ease |osses had been recorded.

The following table summarizes the activity related to the FDIC loss sharing receivable as of December 31:

2011 2010
Balance, beginning of period $ 16,702 $ >
Acquisitions - 27,297
Changein FDIC loss sharing receivable 3,920 520
Reimbursement from the FDIC (7,545) (11,115)
Balance, end of period $ 13077 $ 16,702
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NOTE 7 - BANK PREMISES AND EQUIPMENT

The components of bank premises and equipment at December 31, 2011 and 2010 are asfollows:

Expected Useful Life 2011 2010

L easehold improvements 3to 25 years $ 8,706 $ 3,762
Furniture, fixtures and equipment 5to 10 years 2,666 1,639
IT equipment and software 3to5years 3,640 2,490
Automobiles 5to 10 years 127 127
15,139 8,018

L ess accumulated depreciation (5,719) (3,318)
$ 9,420 $ 4,700

Future minimum rental commitments under non-cancel able |eases as of December 31, 2011 were asfollows:

2012 $ 1,859
2013 1,780
2014 1,509
2015 1,089
2016 896
Subsequent to 2016 3,435
Total minimum payments $ 10,568

Rent expense, which includes reimbursements to the lessor for real estate taxes, was approximately $1,641, $1,108 and $788 for the years ended
December 31, 2011, 2010 and 2009, respectively.

NOTE 8- DEPOSITS

The components of deposits at December 31, 2011 and 2010 are as follows:

2011 2010
Demand, non-interest bearing $ 114,044 $ 72,268
Demand, interest bearing 739,463 387,013
Savings 16,922 17,649
Time, $100,000 and over 408,853 434,453
Time, other 303,907 334,307
Total deposits $ 1583189 $ 1245690

At December 31, 2011, the scheduled maturities of time deposits are as follows:

2011
2012 $ 495,444
2013 71,080
2014 26,969
2015 7,349
2016 111,716
Thereafter 202
$ 712,760

The aggregate amount of demand deposits overdrafts that have been reclassified as|oan balances are $49 and $39 as of December 31, 2011 and
2010, respectively.
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NOTE 9—-BORROWINGS

From time to time, the Bancorp enters into agreements to sell securities under agreements to repurchase. The agreements are treated as financings,
and the obligations to repurchase securities sold are reflected as liabilitiesin the balance sheet. The amount of the mortgage-backed securities
underlying the agreements continues to be carried in the Bancorp’sinvestment securities portfolio. The Bancorp has agreed to repurchase
securitiesidentical to those sold. The securities underlying the agreements are under the Bancorp’s control. At December 31, 2011 and 2010, the
Bancorp had $0 in securities sold under agreements to repurchase and $11,000 in FHL B fixed rate long-term advances outstanding with an average
rate of 3.24%.

Short-term debt

At December 31, 2011 and 2010, the Bancorp had $5,000 and $0 in federal funds purchased, respectively at arate of 0.12%. In addition, the Bancorp
also had $320,000 and $0 of FHL B advances outstanding as of December 31, 2011 and 2010, respectively at arate of 0.25%.

2011
Amount Rate
FHLB advances $ 320,000 0.25%
Federal funds purchased 5,000 0.12
Total short-term borrowings $ 325,000
Long-term debt
The contractual maturities of long-term advances at December 31, 2011 and 2010 were asfollows:
2011 2010
Amount Rate Amount Rate
2013 $ 1,000 373% $ 1,000 3.73%
2017 5,000 3.08 5,000 3.08
2018 5,000 3.31 5,000 331
$ 11,000 $ 11,000

$10,000 in Federal Home L oan Bank advances are convertible select advances. One $5,000 advance may be converted during any quarter to a
floating rate advance with arate of three-month LIBOR plus 17 basis points. The remaining $5,000 advance may be converted in any quarter to a
floating-rate advance with arate of three month LIBOR plus 18 basis points. |f the Bancorp were to convert these advances to afloating rate, the
Bancorp would have the right to prepay the advances with no penalty.

Bank has atotal borrowing capacity with the Federal Home Loan Bank and Federal Reserve Bank of Philadel phia of approximately $571,258 and
$71,965, respectively at December 31, 2011. Advances under these arrangements are secured by certain qualifying assets of Customers Bancorp,
Inc.

Subordinated debt
Customers Bank issued a subordinated term note during the second quarter of 2004. The note was issued for $2,000 at a floating rate based upon
the three-month LIBOR rate, determined quarterly, plus 2.75% per annum. Quarterly interest payments are made on this note in January, April, July

and October. At December 31, 2011, the quarterly rate was 3.17% and the average rate for the year was 3.09%. The note maturesin the third quarter
of 2014.
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NOTE 10- SHAREHOLDERS EQUITY
TARP Payoff

On December 28, 2011, the Bancorp entered into aletter agreement (the “ Letter Agreement”) with the United States Department of Treasury
(“Treasury”) pursuant to which the Bancorp repurchased from the Treasury 2,892 shares, constituting all of the issued and outstanding shares, of
the Bancorp's Series A Preferred Stock at arepurchase price equal to the liquidation value of $1,000 per share, or atotal of $2,892 plus accrued,
unpaid dividends on such shares equal to $17, and 145 shares, constituting all of the issued and outstanding shares, of the Bancorp’s Series B
Preferred Stock and, together with the Series A Preferred Stock, (the “ preferred shares”), at arepurchase price equal to the liquidation value of
$1,000 per share, or atotal of $145, plus accrued, unpaid dividends on such shares equal to $2. Thetotal repurchase price for the preferred shares
equaled $3,056, including accrued dividends.

Therepurchase of the preferred shares relates to the letter agreement (the “ TARP Letter Agreement”) entered into by and among the Bancorp,
Berkshire and the Treasury on September 16, 2011. Pursuant to the TARP Letter Agreement, the Bancorp agreed to assume the due and punctual
performance and observance of Berkshire's covenants, agreements, and conditions under that certain letter agreement, dated as of June 12, 2009, by
and between Treasury and Berkshire, incorporating the Securities Purchase Agreement — Standard Terms (the “ Securities Purchase Agreement”)
and al ancillary documents thereto. In addition, Bancorp agreed to exchange the outstanding Berkshire TARP Shares Series A and Berkshire TARP
Shares Series B Preferred Sharesfor, (i) 2,892 shares of the Series A Shares, having aliquidation preference of $1,000 per share; and (ii) 145 shares of
the Series B Shares, having aliquidation preference of $1,000 per share issued by Bancorp. Theissuance and sale of these securities was a private
placement exempt from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended.

Capital Raise

On September 30, 2011, the Bancorp sold 419,000 shares of common stock and 565,848 shares of Class B Non-V oting Common Stock at $13.20 per
share with total proceeds of $13,000. During thefirst quarter 2011, the Bank sold shares of its common stock and Class B Non-Voting Common
Stock to certain Lead Investors. Giving effect to the Reorganization, the Bancorp (as successor to the Bank) issued, in connection with this
transaction, 668,527 shares of common stock and 363,000 shares of Class B Non-Voting Common Stock at $12.00 per share and 210,916 shares of
common stock and 146,310 shares of Class B Non-V oting Common Stock to the Bancorp's Lead Investors at $10.50 per share. The proceeds, net of
offering costs were $15,526.

In December 2010, the Bancorp sold an aggregate of 744,213 shares, which included 694,947 shares of common stock and 49,266 shares of Class B
Non-Voting Common Stock at a weighted-average price of $11.82 per share. In September 2010, the Bancorp sold an aggregate of 78,699 shares of
common stock at an average price of $10.65 with gross proceeds of $852. 1n July 2010, the Bancorp sold an aggregate of 101,666 shares, which
included 8,333 shares of common stock and 93,333 shares of Class B Non-V oting Common Stock at a price of $10.50 per share with gross proceeds
of $1,068. In March 2010, the Bancorp sold 650,266 total shares, which included 253,865 shares of common stock and 396,400 shares of Class B
Non-Voting Common Stock at a price of $11.28 per share. In February 2010, the Bancorp sold 3,359,379 total shares, which included 2,176,516 shares
of common stock and 1,182,867 shares of Class B Non-Voting Common Stock at a price of $12.84 per share (collectively, the 2010 Capital Raises).

The proceeds of the 2010 Capital Raises were $59,024, net of offering costs of approximately $1,800. As aresult of the July 2010 and March 2010
capital raises at aprice less than the original per share purchase price, 1,096,496 shares of common stock and 293,056 shares of Class B Non-Voting
Common Stock at a price of $10.50 per share were issued to the existing investors pursuant to anti-dilution agreements between the Bancorp and
those investors. Following the close of these transactions, no investor owned or controlled more than 9.9% of the aggregate outstanding shares of
the Bancorp's Common Stock and Class B Non-V oting Common Stock, including for purposes of this cal culation any shares issuable under
unexercised warrants.
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NOTE 10- SHAREHOLDERS EQUITY (continued)

Each investor who participated in the 2010 Capital Raises and owns more than 9% of the common equity of the Bancorp has been identified by the
Bancorp asalead Investor. The 2010 Capital Raises resulted in seven Lead Investors who received warrants equal to 5% of the shares that they
purchased in 2010 and have exercise prices (after taking into account anti-dilution repricing) of $10.50 per share (collectively, the 2010

Warrants). The 2010 Warrants are for the issuance of 84,628 shares of the Bancorp’s Common Stock and 68,212 shares of the Bancorp’s Class B
Non-Voting Common Stock. The Lead Investors also had the right to invest in future capital raises until February 17, 2011 at the issuance price of
$11.28 per share.

The Bancorp agreed to extend and amend the anti-dilution agreements with sharehol ders who purchased shares in June 2009 or later, to extend anti-
dilution protections from June 30, 2010 through March 31, 2011 for any capital raising transactions at a price or value below $10.50 per share, but,
after June 30, 2010, only where the capital raising transaction involves share issuances for cash.

NOTE 11 -EMPLOYEE BENEFIT PLANS

Customers Bank has a401(k) profit sharing plan whereby eligible employees may contribute up to 15% of their salary to the Plan. Customers Bank
provides a matching contribution equal to 50% of the first 6% of the contribution made by the employee. Employer contributions for the years
ended December 31, 2011, 2010, and 2009 were approximately $224, $101 and $56, respectively.

Supplemental Executive Retirement Plans

Customers Bank entered into a supplemental executive retirement plan (SERP) with its Chairman and Chief Executive Officer that provides annual
retirement benefitsfor a 15 year period upon the later of hisreaching the age of 65 or when he terminates employment. The SERP is a defined-
contribution type of deferred compensation arrangement that is designed to provide atarget annual retirement benefit of $300 per year for 15 years
starting at age 65, based on an assumed constant rate of return of 7% per year, but that level of retirement benefit is not guaranteed by the Bank and
the ultimate retirement benefit can be less than or greater than the target. The Bank intends to fund its obligations under the SERP with the increase
in cash surrender value of alife insurance policy on the life of the Chairman and Chief Executive Officer which is owned by the Bank. Asaresult of
the acquisition of USA Bank on July 9, 2010, the SERP became effective and the Chairman and Chief Executive Officer isentitled to receive the
balance of his account in accordance with the terms of the SERP. The present value of the amount owed as of December 31, 2011 is$2,485and is
included in other liabilities.
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NOTE 12— STOCK BASED COMPENSATION PLANS
Stock Option Plans

During 2010, the sharehol ders of Customers Bank approved the 2010 Stock Option Plan (“2010 Plan”) and during 2011, the sharehol ders of
Customers Bank approved the Amendmed and Restated 2004 Incentive Equity and Deferred Compensation Plan (“2004 Plan”). The 2010 Plan and
2004 Plan were subsequently amended to reflect the September 17, 2011 Plan of Merger and Reorganization approved by the shareholders of
Customers Bank. The purpose of these plans is to promote the success and enhance the value of Bancorp by linking the personal interests of the
members of the Board of Directors and Customers Bank’s employees, officers and executives to those of Bancorp’s shareholders and by providing
such individuals with an incentive for outstanding performance in order to generate superior returns to shareholders of Bancorp. The 2010 Plan and
2004 Plan areintended to provide flexibility to Bancorp inits ability to motivate, attract and retain the services of members of the Board of Directors,
employees, officers and executives of Customers Bank. Stock options granted normally vest on the third or fifth anniversary of the grant date plus
the fully diluted tangible book value must increase by 50% for the 2010 Plan and three years for the 2004 Plan plus the fully diluted tangible book
value must increase by 50%.

The 2010 and 2004 Plans are administered by the Compensation Committee of the Board of Directors. The 2010 Plan provides exclusively for the
grant of stock options, some or all of which may be structured to qualify as Incentive Stock Options, to employees, officers, executives and
directors. The maximum number of shares of common stock and Class B Non-V oting common stock which may be issued under the 2010 Planisthe
lesser of (&) 15% of the number of shares of common stock and Class B Non-V oting common stock issued in consideration of cash or other property
after December 31, 2009, or (b) 3,333,334 shares. The 2004 Plan provides for the grant of options, some or all of which may be structured to qualify as
Incentive Stock Optionsif granted to employees, stock appreciation rights (“ SARS'), restricted stock and unrestricted stock to employees, officers,
executives and members of the Board of Directors. The maximum number of shares of common stock and Class B Non-V oting common stock which
may be issued under the 2004 Plan is 500,000 shares.

During the year ended December 31, 2011, the Bancorp (as successor to the Bank) granted to employees options to purchase 200,268 shares of
common stock at aweighted-average exercise price of $12.12 per share. The stock options vest on the fifth anniversary after the date of grant plus
the fully diluted tangible book value must increase by 50%.

For the years ended December 31, 2011 and 2010, Customers Bank estimated the fair val ue of each option grant on the date of grant using the Black-
Scholes option pricing model with the following weighted-average assumptions:

2011 2010
Risk-free interest rates 2.00% 2.81%
Expected dividend yield 0.00% 0.00%
Expected volatility 20.00% 20.00%
Expected lives (years) 7 7
Weighted average fair value of options granted $ 414 $ 2.68

The following summarizes the changes in stock option activity under the Bancorp’s stock option plans at December 31, 2011:

Weighted
average
remaining
Weighted contractual Aggregate
Number of average term intrinsic
shares exerciseprice inyears value

Outstanding, January 1, 2011 758244 $ 10.38
Issued 375,776 12.41
Forfeited 56,367) 17.81
Outstanding, December 31, 2011 1,127,653 ¢ 11.00 538 $ 2,628
Options exercisable at December 31, 2011 6592 ¢ 3175 399 $ -

The aggregate intrinsic value in the table above represents the total pre-tax intrinsic value (the difference between the Bancorp’s latest sale price of
$13.20 and the exercise price) multiplied by the number of in-the-money options.
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NOTE 12— STOCK BASED COMPENSATION PLANS (continued)

A summary of the status of the Bancorp’s nonvested options at December 31, 2011 and changes during the year ended December 31, 2011 isas
follows:

Weighted
average

Number of grant-date

shares Fair Value
Nonvested at January 1, 2011 746,960 $ 3.12
Issued 375,776 5.58
Forfeited (1,675) 3.09
Nonvested at December 31, 2011 1,121,061 $ 3.96

For the years ended December 31, 2011 and 2010, the Bancorp recognized $704 and $291, respectively in stock option compensation expense as a
component of salaries and benefits. The weighted-average remaining contractual life of the outstanding stock options at December 31, 2011 is
approximately 5.38 years. Unvested compensation was $1,587 at December 31, 2011. The aggregate intrinsic value of options outstanding was
$2,152 at December 31, 2011.

Restricted Stock Units

The Bancorp (as successor to the Bank) granted restricted stock units to purchase 35,622 shares of common stock on February 17, 2011. These
awards vest on the third anniversary of the grant date. The fair value of the restricted stock units granted on February 17, 2011 was $12.00 per share.
Unrecognized compensation expense related to unvested restricted stock units was approximately $304 at December 31, 2011 and is expected to be
recognized over aperiod of 2.87 years.

Management Stock Purchase Plan

The Bancorp initiated a Management Stock Purchase Program (M SPP) in 2010 where certain employees were offered an option to purchase shares
of common stock at $1.00 per share for an aggregate i ssuance of 233,333 shares of common stock. The M SPP offers vested in accordance with the
plan document in the third quarter of 2010 as result of the acquisition of USA Bank on July 9, 2010. The Bancorp’s common stock had a market
value of $10.50 at the offer date and compensation expense of $1,750 was recorded as acomponent of salaries and benefits during the year ended
December 31, 2010. In December 2010, the offer period was completed and 233,333 shares of common stock were issued.

Bonus Recognition and Retention Program

The Bancorp initiated a Bonus Recognition and Retention Program (BRRP) effective January 1, 2011. Employees eligible to participate in the BRRP
include the Chief Executive Officer and other management and highly compensated employees as determined by the Compensation Committeein its
sole discretion. Under the BRRP, a participant may elect to defer receipt of not less than 25%, nor more than 50%, of his or her bonus payable with
respect to each year of participation. Shares of Voting Common Stock having avalue equal to the portion of the bonus deferred by a participant will
be allocated to an annual deferral account and a matching amount equal to an identical number of shares of common stock shall be allocated to the
annual deferral account. A participant becomes 100% vested in the annual deferral account on the fifth anniversary date of theinitial funding of the
account, provided he or she remains continuously employed by us from the date of funding to the anniversary date. Vestingisaccelerated in the
event of involuntary termination other than for cause, retirement at or after age 65, death, termination on account of disability, or achangein control
of the Bancorp. Participants were first eligible to make elections under the BRRP with respect to their bonuses for 2011 which were payablein the
first quarter of 2012.
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NOTE 13- INCOME TAXES

The components of income tax (benefit) expense are asfollows:

For theyear ended December 31, 2011 2010 2009
Current $ 4563 $ 2914 $ 394
Deferred (2,728) 1,817 (394)
$ 1,835 $ 4731 $ -

Effective tax rates differ from the federal statutory rate of 35% applied to income (loss) before income tax expense (benefit) due to the following:

2011 2010 2009
% of pretax % of pretax % of pretax
Amount income Amount income Amount income
Federal incometax at statutory rate $ 2,054 35.00% $ 9,552 34.00% $ (4,500) (34.00) %
State income tax 64 1.09% 209 0.74% - -%
Tax exempt interest (14) (0.23) % (74) (0.27) % (104 (0.79) %
Interest disallowance 3 0.05% 4 0.02% 12 0.09%
Bank owned life insurance (490) (8.35) % (67) (0.24) % (69) (0.53) %
(Reversal) recordation of valuation
alowance - 0.00% (6,605) (23.51) % 4,652 35.15%
Other 218 3.71% 1,712 6.09% 9 0.08%
Effective income tax rate $ 1,835 31.27% $ 4,731 16.83% $ - -%

Deferred income taxes reflect temporary differencesin the recognition of revenue and expenses for tax reporting and financial statement purposes,
principally because certain items, such as the allowance for loan and | ease losses and |oan fees are recognized in different periods for financial
reporting and tax return purposes. A valuation allowance has not been established for deferred tax assets. Realization of the deferred tax assetsis
dependent on generating sufficient future taxable income. Although realization is not assured, management believesit is more likely than not that
al of the deferred tax asset will berealized. Deferred tax assets are recorded in other assets.
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NOTE 13- INCOME TAXES (continued)

The components of the net deferred tax asset (liability) at December 31, 2011 and 2010 are as follows:

2011 2010
Deferred tax assets:
Allowance for loan and |ease | osses $ 5261 $ 5,240
Net unrealized |osses on securities 132 977
Bank premises and equipment - 168
Impairment charge on securities 175 304
OREO expenses 191 66
Non-accrual interest 2,711 576
Net operating losses 3,235 1,142
Deferred compensation 980 869
Fair value adjustments on acquisitions 981 -
Other 437 185
Total deferred tax assets 14,103 9,527
Valuation allowance - -
Total deferred tax assets, net of valuation allowance 14,103 9,527
Deferred tax liabilities:
Tax basis discount on acquisitions (7,733) (9,369)
Deferred loan costs (441) (259)
Bank premises and equipment (223) -
Other (337) (482)
Total deferred tax liabilities (8,734) (10,110)
Net deferred tax asset (liability) $ 5369 $ (583)

The Bancorp had approximately $9.2 million of federal net operating loss carryovers at December 31, 2011, that expire beginning in 2029 through
2031.

The Bank and its subsidiary are subject to U.S. federal income tax as well asincome tax of various states primarily in the mid-Atlantic region of the
U.S. Yearsthat remain open for potential review by the Internal Revenue Service and the state taxing authorities are 2008 through 2010. Total
amount of interest and penalties for 2011 amounted to $30.

NOTE 14 - TRANSACTIONSWITH EXECUTIVE OFFICERS, DIRECTORSAND PRINCIPAL SHAREHOLDERS

The Bancorp has had, and may be expected to have in the future, banking transactions in the ordinary course of business with its executive officers,
directors, principal shareholders, their immediate families and affiliated companies (commonly referred to asrelated parties), on the same terms,
including interest rates and collateral, as those prevailing at the time for comparabl e transactions with others. At December 31, 2011, 2010 and 2009,
these persons were indebted to the Bancorp for loans totaling $3,657, $0 and $0, respectively. During 2011, $3,660 of new loans were made and
repayments totaled $33.

Some current directors, nominees for director and executive officers of the Bancorp and entities or organizations in which they were executive
officers or the equivalent or owners of more than 10% of the equity were customers of and had transactions with or involving the Bancorp in the
ordinary course of business during the fiscal year ended December 31, 2011. None of these transactions involved amounts in excess of 5% of the
Bancorp's gross revenues during 2011 nor was the Bancorp indebted to any of the foregoing persons or entities in an aggregate amount in excess
of 5% of the Bancorp’stotal consolidated assets at December 31, 2011. Additional transactions with such persons and entities may be expected to
take place in the ordinary course of businessin the future.
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NOTE 14 - TRANSACTIONSWITH EXECUTIVE OFFICERS, DIRECTORS AND PRINCIPAL SHAREHOL DERS (continued)

On June 17, 2009, the Bank entered into a Consulting Agreement with Kenneth B. Mumma, its former Chairman and CEO, pursuant to which the
Bank agreed to engage Mr. Mumma as a consultant until December 31, 2011. During the period of his engagement, Mr. Mumma agreed to provide
from 20 to 40 hours of consulting services per month, for aconsulting fee of $13.5 per month plus reimbursement of expensesincurred by himin
performing the services. The agreement also provides non-compete covenants for a period ending one year after the term of the consulting
agreement. During both 2011 and 2010, the Bank paid $162 in consulting fees to Mr. Mumma under the agreement, and a so paid him $67.5 under
the agreement in 2009.

On December 30, 2010, the Bancorp executed aloan participation agreement with Atlantic Coast Bank, afederal savings bank with main officesin
Jacksonville, Florida. Jay Sidhu, the Bancorp's Chief Executive Officer, isthe Non-executive Chairman of the Board, and Bhanu Choudhrieisa
director of the Bank and of Atlantic Coast Financial Corporation’s Board. The loan participation agreement provided for a principal amount up to
$6,250. This participating interest is based upon specified Atlantic Coast Bank customer activity and will be repaid to the Bancorp upon the release
of the underlying mortgage collateral. Thislending transaction wasin the ordinary course of the Bancorp’s business, made on substantially the
same terms, including interest rates and collateral, as those prevailing at the time for comparabl e transactions with other non-affiliated customers,
and did not involve more than the normal risk of collectability or present other unfavorable features.

On August 13, 2010, the Bancorp executed a loan participation agreement in the principal amount of up to $25,000 to Atlantic Coast Bank. This
participating interest is based upon the loan activity by certain mortgage warehouse customer activity and will be repaid upon the release of the
underlying mortgage collateral. Thislending transaction was in the ordinary course of the Bancorp’s business, made on substantially the same
terms, including interest rates and collateral, as those prevailing at the time for comparabl e transactions with other non-affiliated customers, and did
not involve more than the normal risk of collectability or present other unfavorable features. This agreement was terminated on December 30, 2010.

On June 30, 2010, the Bancorp extended aterm loan in the principal amount of $5,000 to Atlantic Coast Financial Corporation, which isthe holding
company for Atlantic Coast Bank. Thislending transaction wasin the ordinary course of the Bancorp’s business, made on substantially the same
terms, including interest rates and collateral, as those prevailing at the time for comparabl e transactions with other non-affiliated customers, and did
not involve more than the normal risk of collectability or present other unfavorable features. The Bancorp sold the full amount of the term loan to
accredited investorsin August 2010. Two of the Bancorp’s directors had material interestsin this transaction: $500 of the loan was participated

to adirector and $2,000 of the loan was participated to acompany for which adirector of the Bank’sisamanaging member. Thisloan was paid off
in December 2010.

Commerce Street Investment Adviser, LLC isabeneficial holder of more than 5% of the Bancorp's outstanding V oting Common Stock. In or around
December 2010 through February 2011, Commerce Street Capital, LLC, an affiliate of Commerce Street Investment Adviser, LLC, provided placement
agent servicesin connection with a private placement of the common stock of Customers Bank. Customers Bank paid Commerce Street Capital, LLC
aplacement feein the amount of $231.8.

For the years ended December 31, 2011, 2010 and 2009 the Bancorp has paid approximately $344, $300 and $84, respectively to Clipper Magazine and
itsdivision, Spencer Advertising Marketing aswell as Jaxxon Promotions, Inc. A director of the Bancorp isthe Chief Executive Officer of Clipper
Magazine, an affiliate of Gannett Co., Inc., and a 25% shareholder of Jaxxon Promotion, Inc.

NOTE 15- FINANCIAL INSTRUMENTSWITH OFF-BALANCE SHEET RISK

The Bancorp isaparty to financial instruments with off-balance sheet risk in the normal course of business to meet the financing needs of its
customers. These financial instruments include commitments to extend credit and letters of credit. Those instrumentsinvolve, to varying degrees,
elements of credit risk in excess of the amount recognized in the balance sheets.

The Bancorp's exposure to credit 1ossin the event of nonperformance by the other party to the financial instrument for commitmentsto extend
credit is represented by the contractual amount of those instruments. The Bancorp uses the same credit policiesin making commitments and
conditional obligations asit does for on-balance sheet instruments.

At December 31, 2011 and 2010, the following financial instruments were outstanding whose contract amounts represent credit risk:

2011 2010
Commitments to fund loans $ 106,227 $ 23,446
Unfunded commitments to fund mortgage warehouse |oans 294,681 221,706
Unfunded commitments under lines of credit 66,936 42,840
Letters of credit 1,374 1,085
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NOTE 15 - FINANCIAL INSTRUMENTSWITH OFF-BALANCE SHEET RISK (continued)

Commitments to extend credit are agreements to lend to a customer aslong as there is no violation of any condition established in the

contract. Since many of the commitments are expected to expire without being drawn upon, the total commitment amounts do not necessarily
represent future cash requirements. Mortgage warehouse loan commitments are agreements to purchase mortgage loans from mortgage bankers
that agree to purchase the loans back in a short period of time. These commitments generally fluctuate monthly as existing loans are repurchased
by the mortgage bankers and new loans are purchased by the Bancorp.

Commitments generally have fixed expiration dates or other termination clauses and may require payment of afee. The Bancorp evaluates each
customer’s credit worthiness on a case-by-case basis. The amount of collateral obtained, if deemed necessary by

The Bancorp upon extension of credit, is based on management’s credit evaluation. Collateral held varies but may include personal or commercial
real estate, accounts receivable, inventory and equipment.

Outstanding letters of credit written are conditional commitments issued by the Bancorp to guarantee the performance of a customer to athird

party. The majority of these standby letters of credit expire within the next year. The credit risk involved in issuing letters of credit is essentially the
same as that involved in extending other loan commitments. The Bancorp requires collateral supporting these letters of credit as deemed

necessary. Management believes that the proceeds obtained through aliquidation of such collateral would be sufficient to cover the maximum
potential amount of future payments required under the corresponding guarantees. The current amount of the liabilities as of December 31, 2011
and 2010 for guarantees under standby letters of credit issued is not material.

NOTE 16 — OTHER COMPREHENSIVE INCOME (LOSS)
The components of other comprehensive income (loss) are as follows:

Y ears Ended December 31,
2011 2010 2009

Unrealized holding gains (losses) on available for

sale securities $ 5227 $ (1,706) $ 556
Reclassification adjustment for impairment

charges recognized in income on available for

sale securities - - 15
Reclassification adjustment for gains recognized

in income on available for sale securities (2,731) (1,114) (236)
Net unrealized gains (losses) 2,496 (2,820) 335
Income tax effect (845) 957 (113)
Unrealized gains (losses), net of taxes $ 1,651 $ (1,863) $ 222
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NOTE 17 - REGULATORY MATTERS

The Bank and the Bancorp are subject to various regulatory capital requirements administered by the federal banking agencies. Failure to meet the
minimum capital requirements can initiate certain mandatory and possibly additional discretionary-actions by regulatorsthat, if undertaken, could
have adirect material effect on the Bancorp'sfinancial statements. Under capital adequacy guidelines and the regulatory framework for prompt
corrective action, the Bank and Bancorp must meet specific capital guidelines that involve quantitative measures of their assets, liabilities and
certain off-balance sheet items, as cal culated under the regul atory accounting practices. The capital amounts and classification are also subject to
qualitative judgments by the regulators about components, risk weightings and other factors. Prompt corrective action provisions are not
applicable to bank holding companies.

Quantitative measures established by regulation to ensure capital adequacy require the Bank and Bancorp to maintain minimum amounts and ratios
(set forthin the following table) of total and Tier 1 capital (as defined in the regulations) to risk-weighted assets (as defined) and of Tier 1 capital (as
defined) to average assets (as defined). Management believes, as of December 31, 2011 and 2010, that the Bank and Bancorp meet all capital
adequacy requirements to which they are subject.

To be categorized as well capitalized, an institution must maintain minimum total risk based, Tier 1 risk based and Tier 1 leveraged ratios as set forth
in the following table:

ToBeWell Capitalized Under
Prompt Corrective Action

Actual For Capital Adequacy Purposes Provisions

Amount Ratio Amount Ratio Amount Ratio
Asof December 31, 2011:
Total capital (to risk weighted assets)
Customers Bancorp, Inc. $ 162,228 11.43%$ 113504 > 8.0% N/A N/A
Customers Bank $ 157,228 11.08%$ 113504 > 8.0%$ 141,880 > 10.0%
Tier 1 capital (to risk weighted assets)
Customers Bancorp, Inc. $ 146,395 10.32%% 56,752 > 4.0% N/A N/A
Customers Bank $ 141,395 9.97%$ 56,752 > 4.0%% 85128 > 6.0%
Tier 1 capital (to average assets)
Customers Bancorp, Inc. $ 146,395 7.59%3% 77166 > 4.0% N/A N/A
Customers Bank $ 141,395 7.33%% 77,166 > 4.0%$ 96,457 > 5.0%
As of December 31, 2010:
Total capital (to risk weighted assets) $ 115,147 21.1%$ 43571 > 8.0%3% 53464 > 10.0%
Tier 1 capital (to risk weighted assets) $ 107,036 19.7%3% 21557 > 4.0%$ 3233 > 6.0%
Tier 1 capital (to average assets) $ 107,036 8.7%% 49397 > 4.0%3$ 61,747 > 5.0%

NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The Bancorp uses fair value measurements to record fair value adjustments to certain assets and to disclose the fair value of itsfinancial
instruments. FASB ASC 825, Financial Instruments, requires disclosure of the estimated fair value of an entity’s assets and liabilities considered to
be financial instruments. For the Bancorp, as for most financial institutions, the majority of its assets and liabilities are considered to be financial
instruments. However, many of such instruments lack an available trading market as characterized by awilling buyer and willing seller engaging in
an exchange transaction. For fair value disclosure purposes, the Bancorp utilized certain fair value measurement criteria under the FASB ASC 820,
Fair Value Measurements and Disclosures, as explained below.
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NOTE 18- DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

The following methods and assumptions were used to estimate the fair values of the Bancorp’sfinancial instruments at December 31, 2011 and
December 31, 2010:

Cash and cash equivalents:
The carrying amounts reported in the balance sheet for cash and short-term instruments approximate those assets' fair values.

Investment securities:

Thefair value of investment securities available-for-sal e and hel d-to-maturity are determined by obtaining quoted market prices on nationally
recognized securities exchanges (Level 1), matrix pricing (Level 2), which is amathematical technique used widely in the industry to value debt
securities without relying exclusively on quoted market prices for the specific securities but rather by relying on the securities' relationship to other
benchmark quoted prices, or externally devel oped models that use unobservable inputs due to limited or no market activity of the instrument (Level
3) and areincluded in investment securities, available for sale.

The carrying amount of restricted investment in Bancorp stock approximates fair value, and considers the limited marketability of
such securities.

Interest-only strips:

To obtain fair values, quoted market prices are used if available. Quotes are generally not available for interests that continue to be held by the
transferor, so the Bancorp generally estimates fair value based on the future expected cash flows estimated using management’s best estimates of
the key assumptions, credit losses and discount rates, commensurate with the risksinvolved. At December 31, 2011, the Bancorp had interest-only
strips measured at fair value on arecurring basis classified within Level 3 and are included in investment securities, available for sale.

Loansheld for sale:

L oans originated with the intent to sell in the secondary market are carried at the lower of cost or fair value, determined in the aggregate. These
loans are sold on a non-recourse basis with servicing released. Gains and |osses on the sale of 1oans recognized in earnings are measured based on
the difference between proceeds received and the carrying amount of the loans, inclusive of deferred origination fees and costs, if any.

Asaresult of changesin events and circumstances or devel opments regarding management’s view of the foreseeabl e future, |oans not originated
or acquired with the intent to sell may subsequently be designated as held for sale. These loans are transferred to the held for sale portfolio at the
lower of amortized cost or fair value.

Thefair value of loans receivable held for sale is based on commitments on hand from investors within the secondary market for loans with similar
characteristics.

Loansreceivable, net:

Thefair values of loans are estimated using discounted cash flow analyses, using market rates at the balance sheet date that reflect the credit and
interest rate-risk inherent in the loans. Projected future cash flows are cal culated based upon contractual maturity or call dates, projected
repayments and prepayments of principal. Generally, for variable rate |oans that reprice frequently and with no significant change in credit risk, fair
values are based on carrying values.

Impaired loans:

Impaired loans are those that are accounted for under FASB ASC 450, Contingencies, in which the Bancorp has measured impairment generally
based on the fair value of the loan’s collateral. Fair valueis generally determined based upon independent third-party appraisals of the properties,
or discounted cash flows based upon the expected proceeds. These assets areincluded as Level 3 fair values, based upon the lowest level of input
that is significant to the fair value measurements.

FDIC losssharing receivable:

The FDIC loss sharing receivable is measured separately from the related covered assets, asit is hot contractually embedded in the assetsand is
not transferable with the assets should the assets be sold. Fair value is estimated using projected cash flows related to the Loss Sharing
Agreements based on the expected reimbursements for losses using the applicable | oss share percentages and the estimated true-up payment.
These cash flows are discounted to reflect the estimated timing of the receipt of the loss share reimbursement from the FDIC.
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NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Other Real Estate Owned (“ OREQ”):

Thefair value is determined using appraisals, which may be discounted based on management’s review and changes in market conditions (Level 3
Inputs). All appraisals must be performed in accordance with the Uniform Standards of Professional Appraisal Practice (“USPAP”). Appraisals are
certified to the Bancorp and performed by appraisers on the Bancorp's approved list of appraisers. Evaluations are completed by a person
independent of management.

Accrued interest receivable and payable:
The carrying amount of accrued interest receivable and accrued interest payable approximatesitsfair value.

Deposits:

Thefair values disclosed for deposits (e.g., interest and noninterest checking, passbook savings and money market accounts) are, by definition,
equal to the amount payable on demand at the reporting date (i.e., their carrying amounts). Fair valuesfor fixed-rate certificates of deposit are
estimated using a discounted cash flow calculation that applies interest rates currently being offered in the market on certificates to a schedul e of
aggregated expected monthly maturities on time deposits.

Federal funds purchased:
Due to the short term nature of Fed Funds purchased, the carrying amount is considered a reasonable estimate of fair value.

Borrowings:

Borrowings consist of long-term and short-term FHLB advances. For the short-term borrowings, the carrying amount is considered a reasonable
estimate of fair value. Fair values of long-term FHLB advances are estimated using discounted cash flow analysis, based on quoted prices for new
FHLB advances with similar credit risk characteristics, terms and remaining maturity. These prices obtained from this active market represent a
market value that is deemed to represent the transfer priceif the liability were assumed by athird party.

Subor dinated debt:

Fair values of subordinated debt are estimated using discounted cash flow analysis, based on market rates currently offered on such debt with
similar credit risk characteristics, terms and remaining maturity.
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NOTE 18- DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)
Off-balance sheet financial instruments:

Fair values for the Bancorp's off-balance sheet financial instruments (lending commitments and letters of credit) are based on fees currently charged
in the market to enter into similar agreements, taking into account the remaining terms of the agreements and the counterparties’ credit standing.

The estimated fair values of the Bancorp’sfinancial instruments were as follows at December 31, 2011 and December 31, 2010.

2011 2010

Carrying Fair Carrying Fair

Amount Value Amount Value
Assets:
Cash and cash equivalents $ 73570 $ 73570 $ 238,724 $ 238,724
Investment securities, available-for-sale 79,137 79,137 205,828 205,828
Investment securities, hel d—to-maturity 319,547 330,809 — —
Loans held for sale 174,999 174,999 199,970 199,970
Loans receivable, net 1,327,509 1,339,633 663,843 661,320
FDIC loss sharing receivable 13,077 13,077 16,702 16,702
Restricted stock 21,818 21,818 4,267 4,267
Accrued interest receivable 5,011 5,011 3,196 3,196
Liabilities:
Deposits $ 1583189 $ 1,610,977 $ 1245690 $ 1,247,535
Federal funds purchased 5,000 5,000 — —
Subordinated debt 2,000 2,000 2,000 2,000
Borrowings 331,000 332,847 11,000 10,756
Accrued interest payable 1,478 1,478 1,657 1,657

In accordance with FASB ASC 820, Fair Value Measurements and Disclosures, the fair value of afinancial instrument isthe price that would be
received to sell an asset or paid to transfer aliability in an orderly transaction between market participants at the measurement date. Fair valueis
best determined based upon quoted market prices. However, in many instances, there are no quoted market prices for the Bancorp's various
financial instruments. In cases where quoted market prices are not available, fair values are based on estimates using present value or other
valuation techniques. Those techniques are significantly affected by the assumptions used, including the discount rate and estimates of future
cash flows. Accordingly, the fair value estimates may not be realized in an immediate settlement of the instrument.

The fair value guidance provides a consistent definition of fair value, focusing on an exit price in an orderly transaction (that is, not aforced
liquidation or distressed sale) between market participants at the measurement date under current market conditions. |f there has been asignificant
decrease in the volume and level of activity for the asset or liability, a change in valuation technique or the use of multiple valuation techniques may
be appropriate. In such instances, determining the price at which willing market participants would transact at the measurement date under current
market conditions depends on the facts and circumstances and requires the use of significant judgment. The fair valueis areasonable point within
the range that is most representative of fair value under current market conditions.

Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted
assetsor liabilities.

Level 2: Quoted pricesin markets that are not active, or inputs that are observable either directly or indirectly, for substantially
the full term of the asset or liability.

Leve 3: Prices or valuation techniques that require inputs that are both significant to the fair value measurement and

unobservable (i.e., supported with little or no market activity).
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NOTE 18 - DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

An asset’slevel within the fair value hierarchy is based on the lowest level of input that is significant to the fair value measurement.

For financial assets measured at fair value on arecurring basis, the fair value measurements by level within the fair value hierarchy used at
December 31, 2011 and December 31, 2010 are asfollows:

December 31, 2011

(Level 1)
Quoted
Pricesin (Level 2)
Active Significant (Level 3)
Marketsfor Other Significant
| dentical Observable Unobservable Total Fair
Assets Inputs Inputs Value
U.S. Treasury and government agencies $ - % 1,001 $ - 8 1,001
M ortgage-backed securities - 53,398 2,894 56,292
Asset-backed securities - 627 - 627
Corporate bonds - - 19,217 19,217
Municipal securities - 2,000 - 2,000
$ - $ 57,026 $ 22111 $ 79,137
December 31, 2010
(Level 1)
Quoted Prices (Level 2)
in Active Significant (Level 3)
Marketsfor Other Significant
I dentical Observable Unobservable Total Fair
Assets Inputs Inputs Value
U.S. Treasury and government agencies $ — 3 1681 $ — 3 1,681
Mortgage-backed securities 39 201,535 — 201,574
Asset-backed securities — 722 — 722
Municipal securities — 1,851 — 1,851
$ 9 $ 205,789 $ — $ 205,828
The changesin Level 3 assets and liabilities measured at fair value on arecurring basis as of December 31, 2011 are summarized as follows:
Mortgage-
backed
Corporate
Securities Notes Total
Balance at January1,2011 $ - $ - $ -
Total gains(losses)included in other
Comprehensive income(before taxes) - (783) (783)
Purchases 2,894 20,000 22,894
Balance at December 31,2011 $ 2894 $ 19217 $ 22,111
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NOTE 18- DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)
The following table summarizes financial assets and financial liabilities measured at fair value on a nonrecurring basis as of December 31, 2011 and

December 31, 2010, segregated by the level of the valuation inputs within the fair value hierarchy utilized to measure fair value:
December 31, 2011

(Leve 1)
Quoted Prices (Level 2)
in Active Significant (Level 3)
Marketsfor Other Significant
I dentical Observable Unobservable Total Fair
Assets Inputs Inputs Value
Impaired loans, net of specific reserves of $5,676 $ — $ — % 15579 $ 15,579
Other real estate owned — 2,648 2,648
$ — $ — 3 18227 $ 18,227
December 31, 2010
(Leve 1)
Quoted Prices (Leve 2)
in Active Significant (Level 3)
Marketsfor Other Significant
I dentical Observable Unobservable Total Fair
Assets Inputs Inputs Value
Impaired loans, net of specific reserves of $10,318 $ — $ — % 22695 $ 22,695
Other real estate owned — — 1,361 1,361
$ — $ — 3 24056 $ 24,056

The above information should not be interpreted as an estimate of the fair value of the entire Bancorp since afair value calculation is only provided
for alimited portion of the Bancorp's assets. Due to awide range of valuation techniques and the degree of subjectivity used in making the
estimates, comparisons between the Bancorp’s disclosures and those of other companies may not be meaningful .

NOTE 19- LEGAL CONTINGENCIES

On November 15, 2010, Customers Bank filed suit against Open Solutions, Inc. (“OSI”) in the United States District Court for the Eastern District of
Pennsylvania, seeking damages for failure to assist in the conversion of system and customer information associated with the former USA Bank and
reguesting injunctive relief to compel OSl to assist with the deconversion of the former USA Bank’s systems. OSl filed counterclaims against
Customers Bank on November 24, 2010, asserting claims for breach of contract and breach of settlement agreement. In support of its breach of
contract claim, OSI aleged that Customers Bank “assumed” the former-USA Bank agreements and is bound by those agreements. OSI claimed that
it has sustained damagesin excess of $1 million. Customers Bank disputed that it has any liability to OSI. Prior to trial, OSI dismissed with prejudice
its settlement agreement claim. Trial was held on February 24, 2011. On March 7, 2011, the Court ruled against Customers Bank and in favor of OS|
asfollows: judgment was entered against Customers on OSlI’s claim that the agreements between OSI and USA Bank were assumed by Customers
Bank and judgment was entered against Customers on its claims against OSl; judgment was entered for OSI on its breach of contract claim under
one agreement, in the amount of $104,000; the Court found there was no breach of the second agreement by Customers Bank and no proof of
damages. OSl hasfiled amotion for payment of legal fees and costs associated with the litigation, which are estimated to be around $205,000.
Customers Bank has filed a motion with the District Court to vacate the judgment and to enter judgment in favor of Customerson OSl’s
counterclaim. In addition, the FDIC has filed a motion to intervenein the litigation, and has also sought dismissal of OSI’s counterclaims on
jurisdictional grounds. On May 3, 2011, the Court granted the FDIC's motion to intervene, and directed that OSI respond to the motion to dismiss
the counterclaim. On August 9, 2011, the District Court granted the FDIC’s motion to dismiss and vacated the judgment entered against Customers
Bank. The Court denied the Bank's post-trial motion as moot because of the Court’s vacatur of the judgment.
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NOTE 19- LEGAL CONTINGENCIES (Continued)

On September 2, 2011, OSI filed a notice of appeal to the United States Court of Appeals for the Third Circuit, in which OSI appeals from the Court's
August 9, 2011 Order granting the FDIC's motion to dismiss. The Third Circuit has not yet set a schedule for briefing or argument.

NOTE 20 - CONDENSED FINANCIAL STATEMENTS OF PARENT COMPANY
On September 17, 2011, Customers Bank and Customers Bancorp, Inc. completed a Plan of Merger and reorgani zation pursuant to which all of the

issued and outstanding common stock of the Bank was exchanged on athree-to-one basis for shares of common stock and non-voting common
stock of the Bancorp.

Balance Sheet
December 31,
2011
Assets
Cash in subsidiary bank $ 4,999
Investment in and receivable due from subsidiary 142,749
Total assets $ 147,748
Shareholders Equity $ 147,748
Income Statement
Year Ended
December 31,
2011
Equity in undistributed income of subsidiary $ 4,034
Net income 4,034
Dividends on preferred stock 44
Net income available to common shar eholders $ 3,990
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NOTE 20 - CONDENSED FINANCIAL STATEMENTS OF PARENT COMPANY (CONTINUED)

Statement of Cash Flows
Cash Flowsfrom Operating Activities:
Net income
Adjustments to reconcile net income to net cash used
in operating activities:
Equity in undistributed earnings of subsidiary
Net Cash Used in Operating Activities
Cash Flowsfrom Investing Activities:
Payments for investmentsin and advances to
subsidiaries
Net Cash Used by investing activities
Cash Flowsfrom Financing Activities:
Proceeds from issuance of common stock
Purchase of treasury stock
Repayment of TARP
Dividends paid
Net Cash Provided by Financing Activities
Net Increasein Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning
Cash and Cash Equivalents- Ending
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Year Ended
December 31,
2011

$ 4,034

(4,034)

(4,420)
(4,420)

13,000
(500)
(3,037)
44
9,419
4,999

$ 4,999
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NOTE 21 - SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Quarterly Consolidated Results of Operations

(in thousands, except share and per share data)

(unaudited)

2011
December September

Quarter Ended 31 30 June 30 March 31
Interest income $ 19,494 $ 15,409 $ 14,697 $ 11,839
Interest expense 5,422 5,696 5,790 5,555
Net interest income 14,072 9,713 8,907 6,284
Provision for loan losses 2,900 900 2,850 2,800
Non-interest income 4,406 3,591 2,519 3,136
Non-interest expenses 10,822 9,129 8,366 8,992
Income (loss) before income taxes 4,756 3,275 210 (2,372)
Provision for (benefit from) income taxes 1,536 930 65 (696)
Net income (loss) 3,220 2,345 145 (1,676)
Preferred stock dividends 39 5 - -
Net income (loss) applicable to common shareholders $ 3,181 $ 2,340 $ 145 $ (1,676)
Earnings per common share:

Basic $ 028 $ 024 $ 001 $ (0.20)

Diluted 0.27 0.23 0.01 (0.20)

2010
December September

Quarter Ended 31 30 June 30 March 31
Interest income $ 11,767 $ 9,466 $ 5754 $ 3,920
Interest expense 4,565 3,220 2,124 1,637
Net interest income 7,202 6,246 3,630 2,283
Provision for loan losses 850 4,075 1,100 4,372
Non-interest income 1,845 41,660 1,512 653
Non-interest expenses 7,481 11,542 3,612 3,533
Income (loss) before income taxes 716 32,289 430 (4,969)
Provision for income taxes 276 4,455 - -
Net income (l0ss) $ 440 $ 27,834 $ 430 $ (4,969)
Earnings per common share:

Basic $ 0.06 $ 38 $ 0.06 $ (1.39)

Diluted 0.06 3.81 0.06 (1.39)
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NOTE 22 - SUBSEQUENT EVENTS

Dueto our significant growth and evolution as a bank since 2009, including raising more than $100 million in equity, increasing assetsto over $2
billion and significantly increasing our equity base, in February 2012 the Compensation Committee recommended and the board of directors
approved arestricted stock reward program that provided for the grant of restricted stock unitsto certain directors and senior executives of the
Bancorp and the Bank. Pursuant to the program, restricted stock unitsfor 185,185 shares of our common stock and 211,640 shares of our Class B
Non-V oting common stock were granted on February 16, 2012 pursuant to the 2004 Plan. Of this amount, our executive officers received restricted
stock unitsfor 126,984 shares of common stock and 211,640 shares of Class B Non-V oting common stock in the aggregate and our non-employee
directorsreceived 15,876 shares of common stock in the aggregate. One reguirement for vesting is that the recipient of the restricted stock units
remains an employee or director through December 31, 2016, subject to earlier vesting upon a change in control resulting in any one sharehol der
owning more than 24.9% of the outstanding stock of the Bancorp. The second vesting requirement for each award (both must be met to vest) is
that our common stock trades at a price greater than $18.90 per share (adjusted for any stock splits or stock dividends) for at least 5 consecutive
trading days during the five year period ending DEcember 31, 2016. If the restricted stock units vest, the recipient will receive shares of our common
stock on December 31, 2016. Thefair value of thisaward at the date of grant is $5 million and will be expensed over the requisite service period of 5
years.
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Item 9. Changesin and Disagreementswith Accountantson Accounting and Financial Disclosure

None

Item 9A. Controlsand Procedures

Asof the end of the period covered by this report, we carried out an evaluation, under the supervision and with the participation of our
management, including Customer Bancorp's Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of
Customer Bancorp’s disclosure controls and procedures as defined in the Exchange Act Rules 13a-15(€) and 15d-15(€). Based upon the evaluation,
the Chief Executive Officer and Chief Financial Officer concluded that Customer Bancorp's disclosure controls and procedures were effective at
December 31, 2011

This Annual Report on Form 10-K does not include and we have not previously performed or provided areport of management’s assessment
regarding internal control over financial reporting or an attestation report of Customers Bancorp's registered public accounting firm dueto a
transition period established by rules of the SEC for new public companies. Under the rules of the SEC, management’s first assessment regarding
internal control over financial reporting will be included in its Annual Report on Form 10-K for the year ended December 31, 2012.

Item 9B. Other Information

None
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PART Il
Item 10. Directors, Executive Officersand Corporate Gover nance
The names, ages, positions and business backgrounds of each of the directors and executive officers of Customers Bancorp are provided below.
OUR BOARD OF DIRECTORSAND MANAGEMENT

The board members of Customers Bancorp are:

Name Director Since* Position Age Term Expires:
John R. Miller 2010 Director 65 2013
Daniel K. Rothermel 2009 Director, Lead Independent Director 73 2013
Jay S. Sidhu 2009 Director, Chairman and Chief Executive Officer 60 2012
T. Lawrence Way 2005 Director 63 2014
Steven J. Zuckerman 2009 Director 47 2014

*Includes services as adirector of Customers Bank prior to the Reorganization.

Below are the biographies of our directors, aswell asinformation on their experience, qualifications and skills that support their service as adirector
of Customers Bancorp:

Jay S. Sidhu, Chairman and Chief Executive Officer of Customers Bancorp and Customers Bank

Mr. Sidhu has served as Chairman and Chief Executive Officer of Customers Bank since the second quarter of 2009 and of Customers Bancorp since
itsinception in April 2010. Before joining Customers Bank, Mr. Sidhu was the Chief Executive Officer of Sovereign Bank from 1989 until his
resignation and retirement in October 2006, and its Chairman from 2002 until December 2006. He was the Chairman and Chief Executive Officer of
SIDHU Advisors, LLC, aFloridabased private equity and financial services consulting firm, from 2007 to the first quarter of 2009. He has received
Financial World's CEO of the year award and was named Turnaround Entrepreneur of the Year. He has received many other awards and honors,
including aHero of Liberty Award from the National Liberty Museum. Since 2010, Mr. Sidhu has been adirector of Atlantic Coast Bank Financial
Corp., the holding company for Atlantic Coast Bank, afederal savings bank with branchesin Floridaand Georgia, and has served asits Non-
Executive Chairman of the board of directors since May 2011. Mr. Sidhu has also served on the boards of numerous businesses and not-for-profits,
including as amember of the board of Grupo Santander. He obtained an MBA from Wilkes University and is a graduate of Harvard Business
School’s L eadership Course. Mr. Sidhu also helped establish the Jay Sidhu School of Business and Leadership at Wilkes University.

Mr. Sidhu’s demonstration of day-to-day leadership combined with his extensive banking sector experience provide the board with intimate
knowledge of our direction and strategic opportunities.

Daniel K. Rothermel, Director

Mr. Rothermel has been the President and Chief Executive Officer of Cumru Associates, Inc., a private holding company located in Reading,
Pennsylvania since 1989, and served over twenty years on the board of directors of Sovereign Bancorp and Sovereign Bank. At Sovereign, he was
lead independent Director and served on the Audit, Governance, and Risk Management Committee and was chairman of the Executive

Committee. Heisagraduate of The Pennsylvania State University with aB.S. in Business Administration (finance and accounting) and of
American University with aJuris Doctor.

Mr. Rothermel’s background as an attorney and general counsel, plus his extensive service as a director of Sovereign Bank provide unique and
valuable perspective to the board.

John R. Miller, Director

Mr. Miller has been amember of the Board of Trustees of Wilkes University since 1996, including as Chairman of the Board of Trustees from 2005 to
2008. Mr. Miller is presently in a second term as Chairman of the Board of Trustees of Wilkes University commencing June 2011. He has also been
the Chairman of the Board of Trustees of the Osborn Retirement Community since 2006. Mr. Miller served in various capacities as an accountant at
KPMG, LLP from 1968 to January 2005, including atenure as Vice Chairman from 1999 to 2004, as amember of the Board of Directors from 1993 to
1997, and as amember of the Management Committee from 1997 to 2004. He was the Chairman of the United States Comptroller General’s
Governmental Auditing Standards Advisory Council from 2001 to 2008. He has received the Ellis Island Medal of Honor, recognizing distinguished
Americans who have made significant contributions to the nation’s heritage. Mr. Miller isagraduate of Wilkes University with aB.S. in Commerce
and Finance and is registered as a certified public accountant in both Pennsylvaniaand New Y ork.
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Mr. Miller's 36 years of experience at KPMG, LLP and 7 years as Chairman of the US Comptroller’s General Auditing Standards Advisory Council
have given him valuable experience and insight into auditing, accounting and financial reporting, making him avaluable asset to Customers
Bancorp's board.

Our board of directors has determined that Mr. Miller isan “audit committee financial expert” within the meaning of the rules of the Securities and
Exchange Commission.

T. Lawrence Way, Director

Mr. Way istheretired President, CEO and Chairman of the Board of Directors of Alco Industries, Inc., an employee-owned diversified
manufacturing company. Over his 34-year career with Alco, Mr. Way has held various positions at Alco, including serving as the President and
CEO from October 2000 to September 2008, CEO from October 2008 to September 2010 and Chairman of the Board from 2004 to 2011. He continued
asamember of the Board of Directors of Alco and chaired its Audit Committee until February 9, 2012. Mr. Way is a Certified Public Accountant,
received a Mastersin Business Administration from Mount St. Mary’s College, a Juris Doctor degree from Rutgers-Camden School of Law, and
graduated from Tufts University. He has experience in varied management, finance, operations and mergers and acquisitions.

Mr. Way's background as an attorney and certified public accountant, as well as his experience leading a company through the current economic,
social and governance issues as Chairman and Chief Executive Officer of Alco Industries, Inc., make him well-suited to serve on the board.

Seven J. Zuckerman, Director

Mr. Zuckerman, President and CEO of Clipper Magazine, graduated from Franklin & Marshall College with aB.A. in Business Management in
1985. Whilein college, he co-founded the Campus Coupon Clipper, a predecessor to Clipper Magazine, now, afull-service media company, with
numerous subsidiaries, including Loyal Customer Club, Spencer Advertising & Marketing, Clipper Web Development, The Menu Company, Total
Loyalty Solutions, Clipper Graphicsand Clipper TV. Clipper Magazine has over 550 individual market editionsin over 31 stateswith 1,200
employees around the country, including approximately 500 in Lancaster County, Pennsylvania. Heisapartner in Opening Day Partners, owner
and operator of the Atlantic League of Professional Baseball Teams and Stadiumsin New Jersey, Maryland and South Central Pennsylvania.

Mr. Zuckerman's experience in the advertising industry make him uniquely situated to provide the board with insight in the key areas of marketing
and customer strategies.

Executive Officers

Richard Ehst, President and Chief Operating Officer of Customers Bancorp and Customers Bank - Age 66

Mr. Ehst has served as President and Chief Operating Officer of Customers Bank since August 2009 and of Customers Bancorp since itsinception
in April 2010. Mr. Ehst served as Regiona President for Berks County of Sovereign Bank from May 2004 until January 2007, and as Executive Vice
President, Commercia Middle Market, Mid-Atlantic Division, of Sovereign Bank from January 2007 until August 2009. Mr. Ehst also served asthe
Managing Director of Corporate Communications for Sovereign Bank from 2000 until 2004 where his responsibilitiesincluded reputation risk
management and marketing services support systems. Before joining Sovereign Bank in 2000, Mr. Ehst was an independent consultant to more
than 70 financial institutions in the mid-Atlantic region, including Sovereign Bank, where he provided guidance on regulatory matters, mergers and
acquisitions, and risk management. Mr. Ehst also began serving as a Trustee of Albright Collegein 2010. Mr. Ehst has also served as adirector of
Customers Bank since August 2009.

Thomas Brugger, Chief Financial Officer and Treasurer of Customers Bancorp and Chief Financial Officer of Customers Bank - Age 45

Mr. Brugger has served as Chief Financia Officer of Customers Bank since September 2009 and as Chief Financial Officer and Treasurer of
Customers Bancorp since itsinception in April 2010. Prior to joining Customers Bank, Mr. Brugger was employed by Sovereign Bank for 15 yearsin
the roles of Corporate Treasurer, Chief Investment Officer and Portfolio Manager. At Sovereign Bank, Mr. Brugger was responsible for investment
portfolio management, wholesale funding, liquidity, regulatory and economic capital, securitization, interest rate risk, business unit profitability,
budgeting, and treasury operations. He was Chairman of the Asset/Liability committee and all pricing committees. In addition, he participated in 19
acquisitionswhile at Sovereign Bank. Before Sovereign Bank, he worked in the treasury department and internal audit at Independence Bancorp.

Warren Taylor, President and Director of Community Banking for Customers Bank - Age 54

Mr. Taylor isthe President and Director of Community Banking for Customers Bank. Hejoined Customers Bank in July 2009. Prior to Customers
Bank, Mr. Taylor was employed by Sovereign Bank for 20 yearsin therole of Division President. At Sovereign Bank, Mr. Taylor was responsible
for retail banking in various marketsin southeastern Pennsylvania and central and southern New Jersey. Mr. Taylor was actively involved with
team member selection from the branch manager role and higher.
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Glenn A. Hedde, President of Mortgage Warehouse Lending for Customers Bank - Age 51

Mr. Hedde is the President of Customers Bank Mortgage Warehouse Lending. He joined Customers Bank in August 2009, and immediately prior to
that he provided consulting services in the banking, mortgage banking and multi-family lending industries from August 2008 to July 2009. Mr.
Hedde was the President of Commercial Operations at Popular Financial Holdings, LLC from 2000 to 2008. During histime at Popular Financial, Mr.
Hedde was amember of a senior leadership team with direct responsibility for management of more than $300 million in mortgage warehouse lending
assets. Additionally, Mr. Hedde was responsible for business development, risk management, collateral operations and compliance at Popular
Financial. Mr. Hedde also previously worked in mortgage banking, business development, and credit quality management for various companies
including GE Capital Mortgage Services, Inc. and PNC Bank.

Messrs. Taylor and Hedde are executive officers of Customers Bank only, but are also deemed executive officers of Customers Bancorp pursuant to
therules of the SEC.

Federal Reserve Board Application to Appoint Director

We submitted an application to the Federal Reserve Board (“FRB”) in 2011 requesting approval for Bhanu Choudhrie to serve as adirector of
Customers Bancorp, but have not yet received a determination from the FRB. If approved by the FRB, weintend to appoint Mr. Choudhrieto be a
director of Customers Bancorp, subject to his consent to serve as adirector at such time. |f approved, his appointment may be subject to the board
of directorsincreasing the size of the board or appointing Mr. Choudhrie to avacancy (if one existed at thetime). Alternatively, the Board may seek
to nominate Mr. Choudhrie as adirector for election by the shareholders at the next annual meeting of shareholders.

Mr. Choudhrie, age 33, served as adirector of Customers Bank since July 2009. Mr. Choudhrie has been Executive Director of C& C Alpha Group
Limited, aLondon based family private equity group, since November 2006, and was the Executive Director of C& C Business Solutions Ltd. from
June 2003 to November 2006. In July 2010, Mr. Choudhrie became a director of Atlantic Coast Financial Corporation, the holding company for
Atlantic Coast Bank, afederal savings bank with branchesin Floridaand Georgia. Mr. Choudhrieis a private equity investor with investmentsin
the United States, United Kingdom, Europe and Asia. C& C Alpha Group was founded in 2002. The company, with global headquartersin London,
has established officesin several countries. Itsteam iscomprised of entrepreneurs, financial analysts, project devel opers, project managers and
strategy consultants.

Director Nominations

Our bylaws contain provisions that address the process by which a shareholder may nominate adirector to stand for election to the board of
directors at our Annual Meeting of Shareholders.

In evaluating director nominees, the Nominating and Corporate Governance Committee (the “ Committee”) considers the following factors:
* The appropriate size of our board of directors and its committees;
* The perceived needs of the board for particular skills, background, and business experience;

* The skills, background, reputation, and business experience of nominees compared to the skills, background, reputation, and business experience
already possessed by other members of the board; and

* The nominees’ independence.

There are no stated minimum criteriafor director nominees, and the Committee may also consider such other factors asit may deem arein our best
interests and the interests of our shareholders. The Committee does, however, believe it appropriate for at least one member of the board to meet the
criteriafor an “audit committee financial expert,” that amajority of the members of the board meet the definition of “independent director” under
Nasdaq Rules, and that one or more key members of management participate as members of the board.

While we have no formal policy with respect to diversity on the board, in order to enhance the overall quality of the board’'s deliberations and
decisions, the Committee seeks candidates with diverse professional backgrounds and experiences, representing amix of industries and professions
with varied skill setsand expertise.

The Committee identifies nominees by first evaluating the current members of the expiring class of directorswilling to continue in service. Current
members of the expiring class with skills and experience that are relevant to our business and who are willing to continue in service are considered
for re-nomination, balancing the value of continuity of service by members of the expiring class with that of obtaining anew perspective. If any
member of the expiring class does not wish to continue in service or if the Committee or the board decides not to re-nominate a member for
reelection, the Committee identifies the desired skills and experience of anew nominee, and discusses with the board suggestions as to individuals
that meet the criteria. The Committee has not in the past engaged third partiesto identify, evaluate, or assist in identifying potential nominees, but
relies on community and business contacts it has established through its directors, officers and professional advisorsto help it identify potential
director candidates when a specific need isidentified.
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The Committee will evaluate any recommendation for a director nominee proposed by a shareholder. In order to be evaluated in connection with the
Committee's procedures for evaluating potential director nominees, any recommendation for director nominee must be submitted in accordance with
our procedures for shareholder nominees described below. In particular, al nominations made by a shareholder must be made in writing, delivered
or mailed by registered or certified mail, postage prepaid, return receipt requested, to the Secretary of the Company (at our corporate headquartersin
Wyomissing, Pennsylvania) and received by the Secretary not less than ninety (90) days nor more than one hundred and twenty (120) days prior to
any meeting of the shareholders called for the election of directors. If less than ninety seven (97) days' notice of the meeting is given to the
shareholders (which notice may be provided by press release reported by anational news service or an SEC filing pursuant to Section 13, 14 or 15
(d) of the Securities Exchange Act of 1934 (“Exchange Act”)), the nomination shall be delivered or mailed to the Secretary and received by the
Secretary not later than the close of business on the seventh (7th) day following the day on which notice of the meeting was given to shareholders
(whether by mailing the notice of meeting or such other means described above). Every nomination must include: (a) the consent of the person
nominated to serve as adirector if elected; (b) the name, age, business address and residence address of the nomineg; (c) the principal occupation
or employment of the nominee; (d) the number of shares of the Company beneficially owned by the nominee; (e) the name and address of the
notifying shareholder; (f) the number of shares of the Company owned by the notifying shareholder; and (g) al other information relating to the
nominee and the notifying shareholder that isrequired to be disclosed in solicitations of proxiesfor election of directorsin an election contest, or is
otherwise required, in each case pursuant to Regulation 14A under the Exchange Act of 1934 and Rule 14a-11 there under (including such person’s
written consent to being named in the proxy statement as a nominee).

Code of Conduct

Each of our directors, officers and employees are required to comply with the Customers Bancorp, Inc. Code of Conduct adopted by us. The Code
of Conduct setsforth policies covering a broad range of subjects and requires compliance with laws and regulations applicabl e to our business.
The Code of Conduct is available on our website at www.customersbank.com, under the “ About Us-Corporate Governance-Code of Conduct”
captions. Wewill post to our website any amendments to the Code of Conduct, or waiver from the provisions thereof for executive officersor
directors, under the “ About Us-Corporate Governance-Code of Conduct” caption.

Item 11. Executive Compensation
EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis describes our executive compensation program and addresses how we made executive compensation
decisions for our senior executive officers during fiscal year 2011. The senior executive officers covered by this Compensation Discussion and
Analysis are the “named executive officers’ set forth in the Summary Compensation Table beginning on page 132 of this Form 10-K (“ Summary
Compensation Table”).

Compensation Objectives and the Focus of Compensation Rewar ds

Our compensation program is designed to attract highly qualified individuals, retain those individual s in a competitive marketplace for executive
talent and motivate performance in a manner that maximizes corporate performance while ensuring that these programs do not encourage
unnecessary or excessive risks that threaten the value of the Company. We seek to align individual performance with long-term strategic business
objectives and shareholder value, and believe that the combination of executive compensation provided fulfills these objectives.

Currently, our executive compensation program has three key elements: (1) salary, (2) bonus, and (3) long-term equity incentives. The mix of short
term performance incentives versus long term incentives are reviewed annually by the Compensation Committee with the intention of achieving a
reasonabl e balance of those incentives. However, we do not have set percentages of short term versuslong term incentives. We also do not have
apolicy with respect to the mix between the cash and equity components of executive compensation, although as noted below certain portions of
the annual bonus are paid in stock and subject to along-term vesting period before payout.

Compensation philosophy is ultimately determined by the Board of Directors, based upon the recommendations of the Compensation Committee,
which is comprised solely of independent directors as defined by the rules of Nasdaq. Our Chief Executive Officer makes recommendationsto the
Compensation Committee concerning the compensation of other executive officers, but does not participate in establishing his own

compensation. As part of this process, the Compensation Committee reviews areport provided by its compensation consultant, Vistra Partners,
LLC (“Consultant”), that compares each named executive officer’s compensation to peer group executive compensation (“Report”). The
Compensation Committee generally seeksto provide salary and bonus compensation to the named executive officers at approximately the median of
its competitors in the banking industry as reported by a compensation survey. In 2011, the Compensation Committee used the Towers Watson
compensation survey for banks with assets below $2 billion, although the Compensation Committee (asratified by the Board of Directors) generally
paid salary and bonus levels for the named executive officers that were below the median due to the start-up nature of the Company at thetime. As
the Company matured and experienced significant growth in 2011, the Compensation Committee determined to increase salariesin February 2012
and used the SNL Financial Survey for banks as the relevant peer group, which decision was ratified by our Board of Directors and are described
below under “Saary.” The Compensation Committee also reviewed the median salary and bonuses under the L.R. Webber survey as a market
check on local compensation market practices. The Compensation Committee retains the flexibility to consider, in its sole discretion, various
subjective factors when making compensation decisions.
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The guiding principle of our compensation philosophy isthat the compensation of executive officers should be based primarily on the financial
performance of the Company, and partially on individual performance. While this“pay-for-performance” philosophy requires the Compensation
Committeeto first consider our profitability, the Compensation Committee does not intend to reward unnecessary or excessiverisk taking. These
principles are reflected in the specific elements of the compensation program, particularly the bonus and long-term equity income programs, as
described below.

Role of the Compensation and Cor por ate Gover nance Committee

The Compensation Committee assists the Board of Directorsin discharging its responsibilities regarding our compensation and benefit plans and
practices. Authority granted to the Compensation Committeeis established by the board of directors and also set forth in the charter of the
Compensation Committee. In 2011, the Compensation Committee strongly considered the recommendations of the Chief Executive Officer regarding
the other named executive officers. The recommendations of the Compensation Committee were presented for discussion and final approval at
meetings of the full Board of Directors.

Specific Elements of the Compensation Program
Described below are the key elements of our compensation program for the named executive officers.
Salary

We believe that akey objective of the salary structure isto maintain reasonable “fixed” compensation costs, while taking into account the
performance of the named executive officers. Base salaries are reviewed annually by the Compensation Committee to determine if any base pay
changes should be made for the named executive officers. Base pay changes, if any, are normally determined after considering the executive's
current base pay position relative to the peer group as reflected in the Report, our performance and the individual’s contribution to that
performance for the prior year and the national and regional economic conditions, their effect upon us and how the executive has dealt with them
within his or her area of responsibility. All of the named executive officers joined usin 2009 and did not receive any increase in salary for 2010. In
February 2011, the Compensation Committee reviewed the Report and, based on the recommendation of the Consultant, determined to increase the
salary of the named executive officers, which decision wasratified by the Board of Directors and is disclosed in the Summary Compensation Table
for 2011. These salaries were generally set below the median salary for the peer group for their position with the Company. In making this decision
toincrease salaries for 2011, the Compensation Committee also considered the strong performance of Customers Bank in 2010, including strong
growth in assets, loans, customer base and return on equity, along with the Chief Executive Officer’'s leadership in driving this performance. With
regard to the named executive officers other than the Chief Executive Officer, the Compensation Committee considered their contributions to the
performance of Customers Bank (overall and in their functional area) in 2010 as reported by the Chief Executive Officer and his recommendation to
increase their salary.

Given our significant growth and evolution as a bank since 2009, including raising more than $100 million in equity, increasing assets to over $2
billion and significantly increasing our equity base, in February 2012 the Compensation Committee reviewed the existing salaries against the peer
group as reflected in the Report and determined to increase the salaries for 2012, which decision was ratified by the Board. The new salarieswere
generally set below the median for the peer group for their position, which 2012 salaries are disclosed in footnote 2 to the Summary Compensation
Table.

Bonuses

Bonuses are designed to motivate executives by rewarding performance. For all of the named executive officers other than Mr. Hedde, bonuses for
2011 were determined at the discretion of the Compensation Committee, which considered our financial performance, including strong growth in
assets, loans, customer base and return on equity, along with the recommendations of the Chief Executive Officer with regard to the other named
executive officers. The decision of the Compensation Committee for 2011 bonuses wasrratified by our Board of Directors. Based on these
considerations, in February 2012 the Compensation Committee reviewed the Report and determined to pay a bonus to these named executive
officers that was bel ow the median bonus of the peer group for their position, which decision was ratified by the Board. The Chief Executive Officer
also recommended these bonuses for the other executive officers, which was based on their respective contributions to the performance of the
areas for which they are responsible. The amount of these cash bonuses for 2011 are disclosed in the footnotes to the “Bonus” column of the
Summary Compensation Table for each of the named executive officers.

The 2011 bonusfor Mr. Hedde is based on a bonus pool of 10% of the net profit of the mortgage warehouse division, which bonus pool isto be
allocated among the employees of thisdivision. Mr. Hedde's share of this bonus pool was determined by discussion between Mr. Hedde and the
Chief Executive Officer in 2012 following the determination of the amount of the bonus pool, which amount was presented to the Compensation
Committee as arecommendation from the Chief Executive Officer, and was also ratified by the Board. Mr. Hedde was awarded atotal bonus of
$679,090, which constituted 58% of the total bonus pool for the mortgage warehouse division. This bonus was paid 60% in cash and 40% in
restricted stock unitsthat vest on the third anniversary of the date of the award. The restricted stock portion was implemented to encourage along-
term view for the operation of thisdivision.
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The named executive officers, including Mr. Hedde, were also given the opportunity to participate in our Bonus Recognition and Retention Plan,
and each deferred the receipt of aportion of their cash bonus to receive restricted stock in lieu of cash, which restricted stock will vest if the
executive officer continues to be employed for five years after the date of the bonus award. See “Bonus Recognition and Retention Plan” below for
adescription of this plan, along with the footnotes to the Summary Compensation Table below for a description of the deferrals made by the named
executive officers under this plan for their 2011 bonuses. These awards of stock are subject to forfeiture if the executive does not remain employed
over the five year vesting period, which services to incentivize and retain executives.

Long-Term Equity I ncentive Compensation

L ong-term incentive compensation is intended to motivate and retain executives and reward them based on long-term company performance. The
Compensation Committee believes that equity-based incentive arrangements are among the most effective means avail able to the Company of
aligning the interests of executives with the objectives of shareholders generally, and of building their long term commitment to the

organization. Our shareholders have approved the Management Stock Purchase Plan, the 2010 Stock Option Plan, the Amended and Restated 2004
Incentive Equity and Deferred Compensation Plan, and the Bonus Recognition and Retention Program (referred to collectively as“ equity
compensation programs”).

Our equity compensation programs permit the Compensation Committee to grant stock options, restricted stock, and other types of awards on a
discretionary basis, subject to ratification by the board of directors. Upon determination of our performance for the prior fiscal year, in February of
each year the Compensation Committee assessesif it will grant long-term equity awards, although it may grant awards at any time of the year in its
discretion for new hires, outstanding performance or otherwise. In February 2011, the Compensation Committee granted Messrs. Taylor and Hedde
optionsto purchase 16,666 and 8,333 shares of our Voting Common Stock, which award was ratified by our Board of Directors. The Chief Executive
Officer made the recommendation to pay these awards based on the strong performance of their respective business units. In addition, pursuant to
the terms of the employment agreement of each of Messrs. Sidhu, Ehst and Brugger, during 2011 they were each granted options to purchase
common stock as aresult of our successful capital raising activities and the acquisition of another bank. Each of these options rewarded the
executive for transactionsto increase the value of the Company, and the structure of these options also serve to retain and incentivize the executive
dueto thefive year vesting of these options and the further vesting condition that the fair value of the common stock increase by 50% before they
become exercisable. The options granted to Messrs. Taylor and Hedde have the same vesting provisions.

Given our significant growth and evolution as a bank since 2009, including raising more than $100 million in equity, increasing assets to over $2
billion and significantly increasing our equity base, in February 2012 the Compensation Committee determined to implement a restricted stock
reward program that provided for the grant of restricted stock unitsto certain directors and senior executives of Customers and Customers Bank,
which included awards to each of the named executive officers as set forth below in the “ Grant of Plan-Based Awards” table. This decision of the
Compensation Committee was ratified by the Board. These awards create retention and value creation incentives as the restricted stock units vest if
both (i) the holder remains employed through December 31, 2016 (subject to accel erated vesting upon a change of control), and (ii) our Voting
Common Stock trades at greater than $18.90 per share, all as described in more detail below under “ 2012 Restricted Stock Awards Program”.

Per quisites, Post-Retirement and Other Elements of Compensation for Executive Officers

In order to attract and retain qualified executives, we provides executives with avariety of benefits and perquisites, consisting primarily of
retirement benefits through a401(k) plan, executive life insurance, and the use of automobiles. Details of the values of these benefits and
perquisites that were paid to the named executive officersin 2011 may be found in the footnotes and narratives to the Summary Compensation
Table.

Employment and Other Agreements

The Compensation Committee believesthat it isin the best interest of the Company to promote stability and continuity of senior management. The
Compensation Committee seeks to obtain this goal by providing reasonabl e assurance to certain of its senior executives so they are not distracted
from their duties, especially in light of the uncertainty caused by adverse market conditions and the continued consolidation in the banking
industry. Accordingly, we entered into employment agreements with Mr. Sidhu in 2009 and Messrs. Ehst and Brugger in 2011, the material elements
of which are described below in this Form 10-K. See* Employee Benefits - Officer Employment Agreements’ below. These employment agreements
provide for severance to be paid to the executives in connection with atermination of employment, including severance following a change of
control. A summary of the estimated payments to be made as aresult of these severance and change of control provisions are described below
under “Potential Payments Upon a Change of Control.” All of these agreements that provide for severance payments following termination in
connection with a change in control are structured as “ double triggers” based on the Compensation Committee's determination that such payments
should only be made if we terminate the employee in connection with achangein control. For the foregoing reasons, we also adopted a
Supplemental Executive Retirement Plan for Mr. Sidhu. See“ Employee Benefits — Supplemental Executive Retirement Plan for Chairman and Chief
Executive Officer” and the “Pension Benefits’ table below for more information on this plan for Mr. Sidhu.
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Consideration of Risk

Our compensation methods are discretionary and balance short and long-term goals for our executive officers. The Compensation Committee
strivesto provide strong incentives to manage us for the long-term, while avoiding excessive risk taking in the short term. Goals and objectives
reflect afair mix of quantitative and qualitative factorsto avoid excessive reliance on asingle performance measure. Asamatter of best practice,
beginning in 2010, the Compensation Committee began to annually review the relationship between the risk management practices and the incentive
compensation provided to the named executive officersto confirm that the incentive compensation does not encourage unnecessary and excessive
risks.

Risk Management Checks and Balances

The Compensation Committee believes that the design and governance of our executive compensation program are consistent with best practicesin
risk management. The design of the executive compensation program supports our risk management goal s through an interlocking set of checks
and balances.

o Rather than determining incentive compensation awards based on a single metric, the Committee applies its informed judgment
taking into account factors such as quality and sustainability of earnings, successful implementation of strategic initiatives and
adherenceto risk and compliance policies and our other core values.

o To further ensure that executive officers are focused on long-term performance, a significant portion of our incentive awards
(including bonuses paid in stock) are provided as long-term equity awards that do not become earned and paid until three to five
years after the grant date.

o Use of equity awards aligns executive officers’ interests with the interests of shareholders, and their significant stock ownership
further enhances this alignment.

Together, these features of the executive compensation program are intended to:

o Ensurethat compensation opportunities do not encourage excessive risk taking;
o Focus executive officers on managing the Company towards creating long-term, sustainable value for shareholders; and
o Provide appropriate levels of realized rewards over time.

Compliance with Section 409A of the Internal Revenue Code
The executive compensation arrangements are intended to be maintained in conformity with the requirements of Section 409A of the Internal
Revenue Code, which imposes certain restrictions on deferred compensation arrangements and tax penalties on the affected employeesif their
deferred compensation arrangements do not comply with those restrictions.
Compensation Committee Report

The Compensation Committee of the board of directors has reviewed and discussed with management the Compensation Discussion and
Analysisrequired by Item 402(b) of Regulation S-K and, based upon this review and discussion, the Compensation Committee recommended to the
board of directorsthat the Compensation Discussion and Analysis be included in this Form 10-K.

Compensation Committee:

Steven Zuckerman, Chair
Danidl Rothermel

SUMMARY COMPENSATION TABLE

The table below sets forth the following information for each of the named executive officers for the fiscal year ended December 31, 2011: dollar
value of (1) base salary and bonus earned; (2) stock awards and option awards; (3) all other compensation; and (4) total compensation.

Option All Other
Name & Principal Salary Bonus Stock Awards Awards Compensation
Position $ @ (% $ (%) (8) % (9 Total ($)

Jay S. Sidhu

Chairman & CEO 300,000 150,000(2) 300,000 976,212 13,454 1,739,666
Richard A. Ehst

President & COO 225,000 84,375(3) 56,250 146,433 14,250 526,308
Thomas R. Brugger

EVP & Chief Financial Officer 225,000 56,250(4) 112,500 146,433 16,704 556,887

Warren Taylor



President and Director of

Community Banking 190,000
Glenn A. Hedde

President of CustomersBank

M ortgage War ehouse L ending 190,000

37,500(5)

164,400(6)

75,000

624,290 (6)

55,230

27,615

5,662

357,730

1,011,967
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Represents annual salary for 2011. The annual salary for each of the named executive officers was increased for 2012 to the following: Mr.
Sidhu - $500,000; Mr. Ehst - $320,000 Mr. Brugger - $300,000; Mr. Taylor - $200,000; and Mr. Hedde - $200,000.

Mr. Sidhu earned a cash bonus of $300,000 for 2011; however, he elected to receive 50% in cash ($150,000) and to defer 50% of this bonus
under the Bonus Recognition and Retention Program (“BRRP”) pursuant to which after a5 year vesting period he will receive his deferred
bonus, along with a Company match of $150,000 ($300,000 in total), in the form of 23,809 shares of V oting Common Stock plus any shares
resulting from the deemed reinvestment of dividends on those 23,809 shares. If Mr. Sidhu does not remain employed during this 5 year
vesting period, hewill forfeit the right to receive these shares. See*“Bonus Recognition and Retention Program” below for more details
regarding this deferral.

Mr. Ehst earned a cash bonus of $112,500 for 2011; however, he elected to receive 75% in cash ($84,375) and to defer 25% of this bonus
under the BRRP pursuant to which after a5 year vesting period he will receive his deferred bonus, along with a Company match of $28,125
($56,250 in total), in the form of 4,464 shares of V oting Common Stock plus any of the shares resulting from the deemed reinvestment of
dividends on those 4,464 shares. If Mr. Ehst does not remain employed during this 5 year vesting period, he will forfeit theright to receive
these shares. See “Bonus Recognition and Retention Program” below for more details regarding this deferral.

Mr. Brugger earned a cash bonus of $112,500 for 2011; however, he elected to receive 50% in cash ($56,250) and to defer 50% of this bonus
under the BRRP pursuant to which after a5 year vesting period he will receive his deferred bonus, along with a Company match of $56,250
($112,500 in total), in the form of 8,928 shares of V oting Common Stock plus any of the shares resulting from the deemed reinvestment of
dividends on those 8,928 shares. If Mr. Brugger does not remain employed during this 5 year vesting period, he will forfeit the right to
receive these shares. See “Bonus Recognition and Retention Program” below for more details regarding this deferral.

Mr. Taylor earned a cash bonus of $75,000 for 2011; however, he elected to receive 50% in cash ($37,500) and to defer 50% of this bonus
under the BRRP pursuant to which after a5 year vesting period he will receive his deferred bonus, along with a Company match of $37,500
($75,000 in total), in the form of 5,952 shares of Voting Common Stock plus any of the shares resulting from the deemed reinvestment of
dividends on those 5,952 shares. If Mr. Taylor does not remain employed during this 5 year vesting period, he will forfeit the right to
receive these shares. See “Bonus Recognition and Retention Program” below for more details regarding this deferral.

Mr. Hedde earned a cash bonus of $679,090 for 2011; however, pursuant to the terms of his bonus arrangement heisrequired to have a
portion (60%) of his aggregate bonus for 2011 paid through the issuance of 32,150 restricted stock units. These restricted stock unitswere
granted in February 2012 under the Amended and Restated 2004 Incentive Equity and Deferred Compensation Plan (the “2004 Plan”), and
they will become 100% vested on the third anniversary of the date of grant. With regard to the remaining 40% cash portion of the bonus
($274,000), Mr. Hedde el ected to receive 60% of this amount in cash ($164,400) and to defer 40% of this amount under the BRRP pursuant
to which after a5 year vesting period this 40% ($109,600) of his 2011 bonus, along with an equal Company match of $109,600 ($219,200in
total)), will be paid through the issuance of 17,396 shares of VVoting Common Stock under the 2004 Plan, plus any of the shares resulting
from the deemed reinvestment of dividends on those 17,396 shares. 1f Mr. Hedde does not remain employed during this 5 year vesting
period, he will forfeit the right to receive these shares. See“Bonus Recognition and Retention Program” below for more details regarding
thisdeferral.

Represents the aggregate grant date fair value calculated in accordance with FASB ASC Topic 718 of the stock awards described in
footnotes 2-6 above. The grant date fair values have been determined based on the assumptions and methodol ogies set forth in our 2011
financial statementsincluded herein (Note 12-Stock Based Compensation Plans).

Represents the grant date fair value, as calculated in accordance with FASB ASC Topic 718 of option awards granted in 2011 under our
Amended and Restated 2010 Stock Option Plan (the "2010 Stock Option Plan”). Seefootnote 1 to the “ Grant of Plan-Based Awards” table
below for more information on these options. The grant date fair values have been determined based on the assumptions and

methodol ogies set forth in our 2011 financial statements included herein (Note 12-Stock Based Compensation Plans).

The amounts listed in this column include matching 401(k) contributions paid under our 401(k) Retirement Savings and Profit Sharing Plan
for each of Messrs. Sidhu, Brugger and Hedde, car allowance payments for each of Messrs. Ehst and Brugger, and agolf club membership
for Mr. Ehst. The Company provides Mr. Sidhu with an automaobile which he primarily uses for business purposes. All Other
Compensation for Mr. Sidhu also includes the value attributable to Mr. Sidhu’ s personal use of this automobilein 2011.
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GRANTSOF PLAN-BASED AWARDS
The following table sets forth certain information regarding awards granted to each of our named executive officers with respect to 2011:

All other option
All other stock awards: Number of
awards: Number of  sharesof Common
sharesof Common  Stock underlying  Exerciseor baseprice of Grant datefair value of

Stock options option awards stock and
Name Grant date # # (2 ($/sh) (3) option awards (%) (4)
Jay S. Sidhu 1/31/2011 76,458 12.00 264,722
2/28/2011 33,516 12.00 108,604
3/7/2011 26,830 12.00 72,371
9/17/2011 62,399 13.20 205,761
9/30/2011 98,485 13.20 324,754
2/16/12 23,809 300,000
Richard A. Ehst 1/31/2011 11,468 12.00 39,708
2/28/2011 5,027 12.00 16,291
3/7/2011 4,024 12.00 10,856
9/17/2011 9,360 13.20 30,865
9/30/2011 14,773 13.20 48,714
2/16/12 4,464 56,250
Thomas R. Brugger 1/31/2011 11,468 12.00 39,708
2/28/2011 5,027 12.00 16,291
3/7/2011 4,024 12.00 10,856
9/17/2011 9,360 13.20 30,865
9/30/2011 14,773 13.20 48,714
2/16/2012 8,928 112,500
Warren Taylor 2/17/2011 16,666 12.00 55,230
2/16/2012 5,952 75,000
Glenn A. Hedde 2/17/2011 8,333 12.00 27,615
2/16/2012 17,396 219,200
2/16/2012 32,150 405,090
(1) Represents restricted stock unitsreceived in lieu of cash bonuses earned for 2011 under the 2004 Plan as described in footnotes 2-6 to the

“Summary Compensation Table” above. All restricted stock units are for shares of Voting Common Stock. Excludes 24,479 restricted stock
unitsissued to Mr. Hedde on February 17, 2011 under the 2004 Plan as they wereissued in lieu of aportion of Mr. Hedde's cash bonus
earned for 2010. Seefootnote 13 to the “ Outstanding Equity Awards at Fiscal Y ear End Table” below for more details on this award.

2 Includes options awarded on January 31, 2011, February 28, 2011, March 7, 2011, September 17, 2011 and September 30, 2011 to Messrs.
Sidhu, Ehst and Brugger, which were awarded under the 2010 Stock Option Plan pursuant to the terms of their employment
agreements. See“ Stock Option Grants in Connection with Recent Transactions” and “ Officer Employment Agreements’ below for more
details on these awards. Also includes options awarded on February 17, 2011 to Messrs. Taylor and Hedde under our 2010 Stock Option
Plan. All of these awards vest on the fifth anniversary of the date of grant, subject to a condition that the value of our Voting Common
Stock increase by 50% during the life of the option and subject to accel erated vesting in certain circumstances. All of these options are
non-qualified stock options and entitle the holder to purchase shares of Voting Common Stock. However, the September 17, 2011 and the
September 30, 2011 options awardsto Mr. Sidhu were cancelled on March 6, 2012, and new options to purchase the same number of shares
of Class B Non-Voting Common Stock upon the same terms (including the same exercise price and expiration date) wereissued. The
cancellation and grant were done to correct an inadvertent mistake of originally awarding these as options to purchase shares of Voting
Common Stock.

(3 Exercise price for stock optionsis based on the sale price of the Voting Common Stock in the most recent private offering prior to the date
the award is granted.

4 Represents the grant date fair value, as calculated in accordance with FASB ASC Topic 718 of these option or stock awards. The grant

date fair value has been determined based on the assumptions and methodol ogies set forth in our 2011 financial statementsincluded
herein (Note 12-Stock Based Compensation Plans).
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Amended and Restated 2004 | ncentive Equity and Deferred Compensation Plan

During 2004, our shareholders approved the 2004 Plan, which was amended and restated in September 2011 by approval of our shareholders. Our
board of directors also amended and restated the 2004 Plan in March 2012 primarily to reflect changes effectuated by the Reorganization. The
purpose of the 2004 Plan is to promote the success and enhance our value by linking the personal interests of the members of the board of directors
and our employees, officers and executives to those of our shareholders and by providing such individuals with an incentive for outstanding
performance in order to generate superior returnsto our shareholders. The 2004 Plan is further intended to provide us flexibility to motivate, attract
and retain the services of members of our board of directors, employees, officers and executives.

The 2004 Plan is administered by the Compensation Committee of the board of directors or, in certain cases, by the full board of directors. It
provides for the grant of options, some or all of which may be structured to qualify as incentive stock options under Section 422 of the Code
(“1S0s") if granted to employees, and for the grant of stock appreciation rights, restricted stock and unrestricted stock up to atotal of 500,000
shares of common stock. Asof February 25, 2012, 46,128 shares were available for grant under the 2004 Plan. Unless sooner terminated by the
board, the 2004 Plan will expire ten (10) years from the date the 2004 Plan was approved by our shareholders, which was September 6, 2011.

Management Stock Purchase Plan

In December 2010, our shareholders approved our Management Stock Purchase Plan (the “Management Stock Purchase Plan™), which consisted of
apool of 233,334 shares of our Voting Common Stock that may be offered for purchase by senior management personnel at a deeply-discounted
purchase price of $1.00 per share during a short election period. Asof February 25, 2012, no shares were available for grant under the Management
Stock Purchase Plan, and the Management Stock Purchase Plan was terminated on March 6, 2012 by our board of directors. The Management
Stock Purchase Plan provided us with aflexible way to motivate, attract and retain the services of employees, officers and executives upon whose
judgment, interest and special effort the successful conduct of our operations largely depend. The Management Stock Purchase Plan was intended
to promote our success and enhance our value by linking the personal interests of our executive and senior management-level employees to those
of our shareholders, and by providing those individual s with an incentive for outstanding performancein order to generate superior returnsto
shareholders.

Amended and Restated 2010 Stock Option Plan

In December 2010, our shareholders approved the 2010 Stock Option Plan, which was amended and restated in March 2012 by our board of directors
primarily to reflect changes effectuated by the Reorganization. The 2010 Stock Option Plan provides for the grant of stock options to our
management personnel, other employees and non-employee members of the board of directors. The purpose of the 2010 Stock Option Plan isto
promote our success and enhance our value by linking the personal interest of our employees, officers, executives and non-employee directorsto
those of our shareholders and by providing those individuals with an incentive for outstanding performance in order to generate superior returnsto
shareholders. The 2010 Stock Option Plan provides flexibility for usto motivate, attract, and retain the services of our employees, officers,
executives and non-employee directors upon whose judgment, interest and special effort the successful conduct of our operations largely

depend. The options can take the form of either tax-qualified 1SOs or non-qualified stock options (“NQOs”), athough only NQOs may be granted
to non-employee directors.

The 2010 Stock Option Plan consists of a pool of the lesser of 3,333,334 shares of our Voting Common Stock and Class B Non-Voting Common
Stock, or fifteen percent (15%) of the number of shares of V oting Common Stock and Class B Non-V oting Common Stock issued by us after
December 31, 2009. Asof February 25, 2012, 57,202 shares were available for grants under the 2010 Stock Option Plan by applying the 15%
limitation described above, and a maximum of 2,212,047 shares would possibly be available for grant under the 2010 Stock Option Plan if more of our
common stock wereissued in the future. The 2010 Stock Option Plan is administered by the Compensation Committee of the board of directors or,
in certain cases, by the full board of directors. The maximum number of shares underlying options granted to any single participant during afiscal
year shall be 2,222,223 shares of common stock. All employees are potentially eligible to receive options under the 2010 Stock Option Plan. In
making determinations regarding the potential eligibility of any employee, the Compensation Committee may take into account the nature of the
services rendered by the employee, his or her present and potential contributions to our success and such other factors as the Compensation
Committeein its discretion deems relevant.

The Compensation Committee is authorized to grant stock options to participants subject to the following terms and conditions: (1) the exercise
price per share of an option must not be less than the fair market value of one share at the time the option is granted, and the term of an option must
not be longer than ten (10) years from the date of grant; and (2) in the case of a participant who owns stock representing more than 10% of the total
combined voting power of us at the time of the grant of an option to that participant, the option cannot qualify asan I SO unless the exercise priceis
at least 110% of the fair market value of the stock at the time of grant and the term is not longer than five years from the date of grant.

Unless sooner terminated by the board, the 2010 Stock Option Plan will expire ten (10) years from the date the 2010 Stock Option Plan was approved
by our shareholders, which was December 9, 2010. The termination of the 2010 Stock Option Plan must not affect any option that is outstanding on
the termination date without the consent of the participant. Offers granted under the 2010 Stock Option Plan are, by their terms, not transferable
other than by will or laws of descent and distribution. No right or interest of a participant in any offer may be pledged, encumbered, or
hypothecated to or in favor of any party other than us, or be subject to any lien, obligation, or liability of that participant to any other party other
than us; provided, however, that the foregoing must not be deemed to imply any obligation of oursto lend against or accept alien or pledge of any
offer for any reason.
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Bonus Recognition And Retention Program

In December 2010, our shareholders approved the BRRP, which was amended and restated in March 2012 by our board of directors primarily to
reflect changes effectuated by the Reorganization. The BRRP provides specified benefits to a select group of management and highly compensated
employees who contribute materially to our continued growth, development and future business success that are eligible under the

BRRP. Participationin the BRRP islimited to a select group of management and highly compensated employees, as determined by the
Compensation Committeein its sole discretion. From that group, the Committee selects, in its sole discretion, the employees who are eligible to
participate in the BRRP, which always includes our Chief Executive Officer.

Asacondition of participation, each selected employee must annually complete and return to the Committee (or its designee) the formsthe
Committee may prescribe, including an annual deferral election form. Each election made by a participant to defer receipt of a portion of his or her
bonus for agiven calendar year must be filed no later than December 31 prior to the calendar year with respect to which the relevant bonus may be
earned; provided, however, in the event an employeeis hired during a plan year and is designated as being eligible to participate for that year, the
employee may commence participation for that year by filing a deferral election within 30 days of employment. Each eligible employee must filea
new deferral election for each year with respect to which he or she desires to defer receipt of a portion of abonus.

A participant may elect to defer receipt of not less than 25%, nor more than 50%, of his or her bonus payabl e with respect to each year of
participation. Shares of Voting Common Stock having avalue equal to the portion of the bonus deferred by a participant will be allocated to an
annual deferral account (the “ Annual Deferral Account”) established by us for the year of deferral. On the same day that the shares of common
stock attributable to a deferred bonus are allocated to the Annual Deferral Account, a matching amount equal to an identical number of shares of
common stock shall be allocated to the Annual Deferral Account. The Annual Deferral Account shall be increased by that number of shares of
common stock having avalue equal to the amount of any cash dividend payable with respect to the number of shares of common stock allocated to
the Annual Deferral Account. The BRRP isaformulabased plan that does not provide for amaximum number of sharesto beissued, but it islimited
by the amount of the cash bonuses awarded annually to those persons sel ected to participate.

In the event a participant files a deferral election and subsequently terminates as an employee prior to the date bonuses are paid, if (a) heor sheis
entitled to a bonus notwithstanding termination and (b) the termination of employment isrelated to death, disability, or isinvoluntary or related to a
changein control, then the bonus and the related matching amount shall be distributed to the individual or his or her beneficiary in cash or invested
and so distributed in common stock, at the Compensation Committee's el ection, within 60 days following the date that year’'s bonuses are paid.

A participant becomes 100% vested in an Annual Deferral Account on the fifth anniversary date of the initial funding of the account, provided he
or she remains continuously employed by us from the date of funding to the anniversary date. Vesting isaccelerated in the vent of involuntary
termination other than for cause, retirement at or after age 65, death, termination on account of disability, or a changein control of the Company.

Stock Option Grantsin Connection with Recent Transactions

In connection with recent private placement offerings of our stock, on each of January 31, February 17, February 28, March 7 and September 30,
2011 we granted 7-year nonqualified stock options to members of our senior management team under our 2010 Stock Option Plan for shares up to
15% of the offered shares, which is 1,178,488 sharesin the aggregate. Also, in connection with our recent acquisition of Berkshire Bancorp, on
September 17, 2011, we granted 7-year nonqualified stock options to members of our senior management team for an aggregate of 93,599 shares of
our common stock, which currently consists of 31,200 shares of our Voting Common Stock and 62,399 shares of our Class B Non-V oting Common
Stock, which is 15% of the sharesissued in the acquisition. Of the total 15% for each award, 10% were granted to Mr. Sidhu and 1.5% were granted
to each of Messrs. Ehst and Brugger pursuant to the terms of their employment agreements, with the remaining 2% being granted to other
employees (including Messrs. Hedde and Taylor).

Aslong as an individual to whom these options are granted remains an employee or director of ours, the optionswill vest 5 years from the date of
grant, subject to earlier vesting upon a change in control of usor atermination without cause of the executive's employment (but not, in the case of
employees other than Mr. Sidhu, Mr. Ehst and Mr. Brugger, termination of employment upon voluntary resignation). In the case of Mr. Sidhu, Mr.
Ehst and Mr. Brugger, the options will vest upon his resignation for “ Good Reason” in accordance with the provisions of his employment
agreement but not upon any other voluntary resignation. Even if vested, an award may not be exercised unless and until, at any time during the
option life, the value of our VVoting Common Stock appreciates by 50% above the value of the V oting Common Stock at the time the option was
granted.

2012 Restricted Stock Rewards Program

Due to our significant growth and evolution as a bank since 2009, including raising more than $100 million in equity, increasing assetsto over $2
billion and significantly increasing our equity base, in February 2012 the Compensation Committee recommended and the board of directors
approved arestricted stock reward program that provided for the grant of restricted stock unitsto certain directors and senior executives of
Customers Bancorp and Customers Bank. Pursuant to the program, restricted stock units for 185,198 shares of our Voting Common Stock and
211,641 shares of our Class B Non-Voting Common Stock were granted on February 16, 2012 pursuant to the 2004 Plan. Of this amount, our named
executive officers received restricted stock unitsfor 126,988 shares of Voting Common Stock and 211,641 shares of Class B Non-Voting Common
Stock in the aggregate and our non-employee directors received 15,876 shares of Voting Common Stock in the aggregate. One requirement for
vesting is that the recipient of the restricted stock units remains an employee or director of ours, through December 31, 2016, subject to earlier
vesting upon a changein control of usresulting in any one shareholder owning more than 24.9% of the outstanding stock of Customers Bancorp.
The second vesting requirement for each award (both must be met to vest) isthat our Voting Common Stock trades at a price greater than $18.90 per
share (adjusted for any stock splits or stock dividends) for at least 5 consecutive trading days during the five year period ending December 31,
2016. If therestricted stock units vest, the recipient will receive shares of our common stock on December 31, 2016.
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Officer Employment Agreements

On June 17, 2009, we entered into a three-year employment agreement with Jay Sidhu as Chairman and CEO of Customers Bank. Under the terms of
the agreement Mr. Sidhu will receive aminimum base salary of $225,000 per year plus a performance-based incentive bonus and a car allowance of
$1,000 per month. As of each one year anniversary of June 17, 2009, the term of the agreement is to extend another year unless Mr. Sidhu or we give
notice to the contrary. Mr. Sidhu will also be entitled to cash or equity incentive compensation up to the amount of his base salary under an
executive incentive plan to be approved by the board of directors. Mr. Sidhu’s employment agreement also provides that, for every issuance of
shares made by usin connection with an acquisition or araise of capital, we must grant to Mr. Sidhu options or warrants to purchase up to 10% of
the sharesissued in such issuance. Our board of directors and Mr. Sidhu intend that future equity compensation plansthat provide for grantsto
management will be submitted for shareholder approval. Our board of directors and Mr. Sidhu also intend that, to the extent of future capital raises
up to $200 million, the 2004 Plan or the Stock Option Plan, or both, each as more fully described above in this Form 10-K, will be used to fulfill the
provisions of Mr. Sidhu’s employment agreement requiring us to issue to Mr. Sidhu options or warrants to acquire up to 10% of the sharesissued
in connection with acquisitions or raises of capital.

Under the employment agreement, we also agreed that our board of directorswill develop and implement anonqualified retirement income plan
designed to provide Mr. Sidhu with aretirement benefit, targeted at $200,000 per year (depending on performance of the investmentsin the informal
funding vehicle) for 15 years commencing upon his retirement at or after age 65, subject to his ability to qualify for avariable life insurance policy to
be owned by usto fund the plan. The board of directorsisto review the plan at the end of the fourth year of his employment and determine
whether it is appropriate to increase the target benefit amount in light of his compensation at that time. Under the employment agreement, Mr.
Sidhu was to become vested in this retirement benefit after seven years of continuous service with us, or upon his termination of employment under
circumstances that would result in our obligation to pay him severance compensation. Ultimately, the plan (which was devel oped and approved by
the board of directors) provided for funding towards atarget benefit of $300,000 per year, and for immediate vesting upon the effective date of the
plan. Seediscussion of the “ Supplemental Executive Retirement Plan for Chairman and Chief Executive Officer” on page 143 of this Form 10-K.

Asof February 17, 2011, we a so entered into athree-year employment agreement with Mr. Ehst, and atwo-year employment agreement with Mr.
Brugger, each of which replaced previous employment agreements that Messrs. Ehst and Brugger entered into with uson April 12, 2010. Asof
each one year anniversary of February 17, 2011, the term of the agreement is to extend another year unless the executive or we give notice to the
contrary. Under the terms of these agreements, Messrs. Ehst and Brugger will receive minimum base salaries, plusincentive compensation in cash
or equity or both and in such amounts as determined by the board of directorsin accordance with incentive programs developed for them. Each of
Messrs. Ehst and Brugger’'s employment agreements provide that, for every issuance of shares made by usin connection with an acquisition or a
raise of capital, we must grant to such individual optionsto purchase up to 1.5% of the same type of security aswasissued in such issuance.

In February 2012, the Compensation Committee of the Board of Directors recommended, and the Board approved certain amendments to the
employment agreements of Messrs. Sidhu, Ehst and Brugger with regard to their options to purchase a percentage of the sharesissued in
connection with an acquisition or capital raise. However, these amendments are subject to obtai ning shareholder approval of anew plan or an
amendment to the 2010 Stock Option Plan or the 2004 Plan to issue these awards. Under the amendment, beyond a threshold of $400 million of
equity raised the amendment would reduce the percentages used to cal cul ate the number of shares for the option to purchase and also remove the
vesting requirement of achieving an appreciation in value of 50%. In particular, for total equity issued by us since 2009 of up to $400 million
(whether pursuant to an acquisition or capital raise) the terms of the options would remain the same as currently in effect, but from (i) $401 million to
$749 million of equity the percentages for Messrs. Sidhu, Ehst and Brugger would decrease to 6.7%, 1% and 1%, respectively, and (ii) $750 million of
equity and above the percentages for Messrs. Sidhu, Ehst and Brugger would decrease to 3.4%, 0.5% and 0.5%, respectively. Asof February 29,
2012, approximately $115 million of equity has been issued since 2009 pursuant to acquisitions or capital raises.

Each of Messrs. Sidhu, Ehst and Brugger will be entitled to severance compensation under the agreement if he terminates his employment for
“Good Reason” (as defined in their respective employment agreements), if his employment is terminated by us other than for “ Cause” (as defined in
their respective employment agreements) during the employment term or on expiration of the employment term. If a“Changein Control” (as defined
in their respective employment agreements) has not occurred within twelve months before termination of employment, then: (1) he will receive the
sum of histhen current base salary plus the average of hislast three years' annual cash bonuses, for the greater of (a) one year in the case of Mr.
Sidhu and two yearsin the cases of Messrs. Ehst and Brugger, or (b) the period of time remaining in his employment term, generally payablein
equal installments on his normal pay dates, subject to normal tax deductions and withholding; (2) any unvested equity awards he has received will
vest in full; (3) he will be entitled to an allocable fraction of any cash bonus that would have been payable to him for the current year had he
remained employed through the date of payment; and (4) we will continue to provide health insurance (including dental if applicable) and any life or
disability insurance benefits (“ health benefits”) for the shorter of the period on which his cash severance compensation is measured or the
maximum period we are then permitted to extend his benefit under the applicable plan or policy or applicable law. If aChangein Control shall have
occurred within twelve months before termination of his employment, then: (1) he will receive cash equal to three times the sum of histhen current
base salary plusthe average of hisannual cash bonuses for the immediately preceding three years, payablein alump sum; (2) any unvested equity
awards he hasreceived will vest in full; (3) he will be entitled to an allocable fraction of any cash bonus that would have been payable to him for the
current year had he remained employed through the date of payment; (4) we shall continue to provide health benefits for the shorter of three years
or the maximum period we are then permitted to extend his benefit under the applicable plan or policy or applicable law; and (5) if applicable,
reimbursement of any “ parachute payment” excise tax under Section 4999 of the Code, grossed up to include any additional taxes payable on that
benefit.
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OUTSTANDING EQUITY AWARDSAT FISCAL YEAR END TABLE (1)

The following table sets forth information on outstanding warrants and options awards and stock awards held by the named executive officers at
December 31, 2011, including the number of shares underlying each stock option and warrant, the exercise price and the expiration date of each
outstanding option and warrant, and the number of shares and market value of stock awards.

Option Awards Stock Awards
Number of Number of
Securities Securities
Underlying Underlying Market value
Unexer cised Unexer cised Warrant or Number of shares of sharesor
Warrantsor Warrantsor Option Warrant or or unitsof stock unitsof stock
Options Options Exercise Option that have not that have not
#® # Price Expiration vested vested
Name & Principal Position Exercisable Unexercisable %) Date # (#)(15)
Jay S. Sidhu 195,596 (2) - 10.50 6/30/2016 - -
Chairman & CEO 21,891 (2) - 10.50 9/30/2016 - -
60,632 (2) - 10.50 11/13/2016 - -
- 448,753(3) 9.75 4/6/2017 - -
- 11,666(4) 10.50 7/14/2017 - -
- 74,420(5) 12.00 12/28/2017 - -
- 76,458(6) 12.00 1/31/2018 - -
- 33,516(7) 12.00 2/28/2018 - -
- 26,830(8) 12.00 3/7/2018 - -
- 62,399(9) 13.20 9/17/2018 - -
- 98,485(10) 13.20 9/30/2018 - -
- - - - 23,809(11) 299,993
Richard A. Ehst - 67,313(3) 9.75 4/6/2017 - -
President & COO - 1,750(4) 10.50 7/14/2017 - -
- 11,163(5) 12.00 12/28/2017 - -
- 11,468(6) 12.00 1/31/2018 - -
- 5,027(7) 12.00 2/28/2018 - -
- 4,024(8) 12.00 3/7/2018
- 9,360(9) 13.20 9/17/2018
- 14,773(10) 13.20 9/30/2018
- - - - 4,464(11) 56,246
Thomas R. Brugger - 67,313(3) 9.75 4/6/2017 - -
EVP & Chief Financial Officer - 1,750(4) 10.50 711412017 - -
- 11,163(5) 12.00 12/28/2017 - -
- 11,468(6) 12.00 1/31/2018 - -
- 5,027(7) 12.00 2/28/2018 - -
- 4,024(8) 12.00 3/7/2018 - -
- 9,360(9) 13.20 9/17/2018 - -
- 14,773(10) 13.20 9/30/2018
- - - - 8,928(11) 112,493
Warren Taylor - 16,666(3) 9.75 4/6/2017 - -
President and Director of - 16,666(12) 12.00 2/17/2018 - -
Community Banking - - - - 5,952(11) 74,995
Glenn A. Hedde - 3,333(3) 9.75 4/6/2017
President of Customers Bank - 8,333(12) 12.00 2/17/2018
Mortgage Warehouse L ending - - - - 24,479(13) 308,435
- - - - 17,396(11) 219,190
- - - - 32,150(14) 405,090
(1) Except as otherwise noted in afootnote, all awards relate to shares of Voting Common Stock. Includes 92,699 restricted stock units held by

the named executive officers that were awarded on February 16, 2012 in lieu of a cash bonusfor 2011. Seefootnote 1 to the “ Grants of
Plan-Based Awards” table above. Excludes 338,624 restricted stock units held by the named executive officers that were awarded on
February 16, 2012 pursuant to arestricted stock reward program. See “2012 Restricted Stock Rewards Program” above for more details on
these awards.
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Representsimmediately exercisable warrants to purchase our Voting Common Stock granted to Mr. Sidhu in connection with an agreement
between Customers Bancorp and Mr. Sidhu relating to the 2009 private offerings.

This stock option vests on the fifth anniversary of the date of grant (April 6, 2015), subject to a condition that the value of our Voting
Common Stock increase by 50% during the life of the option and subject to accel erated vesting in certain circumstances.

This stock option vests on the fifth anniversary of the date of grant (July 14, 2015), subject to a condition that the value of our Voting
Common Stock increase by 50% during the life of the option and subject to accel erated vesting in certain circumstances.

This stock option vests on the fifth anniversary of the date of grant (December 28, 2015), subject to a condition that the value of our
Voting Common Stock increase by 50% during the life of the option and subject to accelerated vesting in certain circumstances.

This stock option vests on the fifth anniversary of the date of grant (January 31, 2016), subject to a condition that the value of our Voting
Common Stock increase by 50% during the life of the option and subject to accelerated vesting in certain circumstances. See “ Stock
Option Grants in Connection with Recent Transactions” and “ Officer Employment Agreements’ above for more details on these awards.

This stock option vests on the fifth anniversary of the date of grant (February 28, 2016), subject to a condition that the value of our Voting
Common Stock increase by 50% during the life of the option and subject to accelerated vesting in certain circumstances. See “ Stock
Option Grants in Connection with Recent Transactions” and “ Officer Employment Agreements’ above for more details on these awards.

This stock option vests on the fifth anniversary of the date of grant (March 7, 2016), subject to a condition that the val ue of our Voting
Common Stock increase by 50% during the life of the option and subject to accelerated vesting in certain circumstances. See “ Stock
Option Grants in Connection with Recent Transactions” and “ Officer Employment Agreements’ above for more details on these awards.

This stock option vests on the fifth anniversary of the date of grant (September 17, 2016), subject to a condition that the value of our
Voting Common Stock increase by 50% during the life of the option and subject to accelerated vesting in certain circumstances. Whilethis
option entitled Mr. Sidhu to purchase 62,399 shares of V oting Common Stock, his option was cancelled on March 6, 2012 and anew option
to purchase the same number of shares of Class B Non-Voting Common Stock upon the same terms (including the same exercise price and
expiration date) wasissued. The cancellation and grant were done to correct an inadvertent mistake of originally issuing these as options
to buy shares of Voting Common Stock.

This stock option vests on the fifth anniversary of the date of grant (September 30, 2016), subject to a condition that the value of our
Voting Common Stock increase by 50% during the life of the option and subject to accelerated vesting in certain circumstances. See
“Stock Option Grantsin Connection with Recent Transactions” and “ Officer Employment Agreements’ below for more details on these
awards. Whilethisoption entitled Mr. Sidhu to purchase 98,485 shares of V oting Common Stock, his option was cancelled on March 6,
2012 and a new option to purchase the same number of shares of Class B Non-V oting Common Stock upon the same terms (including the
same exercise price and expiration date) wasissued. The cancellation and grant were done to correct an inadvertent mistake of originally
issuing these as options to buy shares of Voting Common Stock.

Therestricted stock units vest on the fifth anniversary of their grant date (February 16, 2017).

This stock option vests on the fifth anniversary of the date of grant (February 17, 2016), subject to a condition that the value of our Voting
Common Stock increase by 50% during the life of the option and subject to accelerated vesting in certain circumstances. See “ Stock
Option Grants in Connection with Recent Transactions” above for more details on these awards.

Therestricted stock units vest on the third anniversary of their grant date (February 17, 2014).

Therestricted stock units vest on the third anniversary of their grant date (February 16, 2015).

Market value was determined using the tangible common book value ($12.60 per share) as of December 31, 2011.
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Thefollowing Nonqualified Deferred Compensation table summarizes activity during 2011 and the account balance as of December 31, 2011 for our
non-qualified defined contribution plans that provide for the deferral of compensation.

NONQUALIFIED DEFERRED COMPENSATION

Name Executive Registrant Aggregate Earnings Aggregate Aggregate
Contributionsin Contributions inLast FY Withdrawals/ Balance
Last FY inLast FY (%) Distributions atLast FY
® ®) () )
Jay S. Sidhu (1) - - 103,322 - 2,485,492
(1) Represents the supplemental executive retirement plan (“ SERP”) for Mr. Sidhu. Asaresult of the acquisition of USA Bank on July 9, 2010,

Mr. Sidhu's SERP became effective and Mr. Sidhu is entitled to receive the balance of the SERP account payable over 15 years
commencing upon the later of his separation from service or his 65th birthday. If Mr. Sidhu dies prior to his payment commencement date,
his beneficiary receives alump sum payment equal to $3,000,000. If Mr. Sidhu dies after reaching age 65, his beneficiary receivesthe
remainder of his scheduled retirement benefits. If Customers Bank terminates Mr. Sidhu’s employment for cause, he forfeits the benefits
provided under the SERP. See “ Supplemental Executive Retirement Plan for Chairman and Chief Executive Officer” below for more details
on Mr. Sidhu's SERP.

Potential Paymentsupon Termination or Changein Control

The tables below show the value of estimated payments pursuant to the employment agreements, equity plans and other plans described above
upon atermination of employment, including gross-up payments for any excise tax on the parachute payments upon a change of control, for each of
Messrs. Sidhu, Ehst and Brugger. All termination events are assumed to occur on December 31, 2011. The payments represent the maximum
possible payments under interpretations and assumptions most favorabl e to the executive officer, including assuming that the salary increases
awarded in February 2012 were effective as of December 31, 2011. The amounts shown in the tables include estimates of amounts that would be paid
to the executive upon the occurrence of the specified event. The actual amounts to be paid to the named executive officers can only be determined
at the time of their termination and may be more or less than the amounts contained in the tables and the various agreements and plans. See

“ Officer Employment Agreements” above for more details.

Jay S. Sidhu

Assuming one of the following events had occurred on December 31, 2011, Mr. Sidhu’s payments and benefits had an estimated value as follows:

Termination Without Causeor ~ Termination in Connection with Change in Control (6)

Good Reason(6) Death
Base Salary(1) $1,230,000 $1,500,000 $
Bonus(2) 609,877 914,816 -
Value of Health and Welfare Benefits(3) 43,262 52,757 -
Death Benefit (4) - - 3,000,000
Tax Gross Up(5) - - -
TOTAL $1,883,139 $2,467,573 $3,000,000

Richard A. Ehst

Assuming one of the following events had occurred on December 31, 2011, Mr. Ehst’s payments and benefits had an estimated value as follows:

Termination Without Cause or Termination in Connection with Change in Control (6)

Good Reason(6) Death
Base Salary(1) $681,600 $960,000 $
Bonus(2) 199,380 280,817 -
Vaue of Health and Welfare Benefits(3) 26,947 37,953 -
Death Benefit(4) - - 500,000
Tax Gross Up(5) - 533,068 -
TOTAL $907,927 $1,811,838 $500,000
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Thomas R. Brugger

Assuming one of the following events had occurred on December 31, 2011, Mr. Brugger’s payments and benefits had an estimated value as follows:

Termination Without Cause or Termination in Connection with Change in Control (6)

Good Reason(6) Death
Base Salary(1) $600,000 $900,000 $
Bonus(2) 151,390 227,085 -
Vaue of Health and Welfare Benefits(3) 19,454 29,181 -
Desth Benefit(4) - - 200,000
Tax Gross Up(5) - 453,682 -
TOTAL $770,844 $1,609,948 $200,000
(@] Represents continuation of salary payments for the payout period provided under each named executive officer’s applicable employment

agreement.

2 Represents payment of an amount representing the average of the executive's cash bonuses for the two fiscal years preceding the fiscal

year of termination (2010 and 2009) over the payout period provided under each named executive officer’ s applicable employment
agreement. Reflects no bonusfor 2011 because the assumed termination date was December 31, 2011; assumes no discretionary bonuses
would be awarded in the first quarter of 2012 for 2011 performance of the former employee.

(3) Represents payment of premiums for continued health and other welfare benefit insurance over the payout period provided under each
named executive officer’ s applicable employment agreement.

4 In Mr. Sidhu's case, represents an uninsured death benefit payable under his Supplemental Executive Retirement Plan. In the cases of Mr.
Ehst and Mr. Brugger, represents the proceeds of group term life insurance, the premiums for which are paid by us.

(5) Represents estimated cash payment to reimburse the executives for their “golden parachute” excisetax liability under Section 4999 of the
Internal Revenue Code of 1986 attributable to payments contingent upon a change in control, plus the regular taxes and additional excise
tax on the reimbursement. The cal culation of the reimbursement assumes that each executive' stotal marginal rate of Federal, State and
Local taxesis40%. Mr. Sidhu would not receive any reimbursement because the amounts payable to him in connection with achangein
control are not sufficient to trigger the golden parachute excise tax in his case.

(6) While the employment agreements of these named executive officers provide for the time-based vesting requirements of equity-based
awards to be met upon these terminations, no amounts are shown as these awards al so require a 50% increase in the value of the common
stock which did not occur as of the assumed termination date of December 31, 2011.

The other two named executive officers, Messrs. Hedde and Taylor, do not have an employment agreement with us providing for compensation in
connection with severance or a change of control. However, under the terms of certain plans and award agreements, the vesting of certain
outstanding restricted stock units held by Glenn A. Hedde, President of Customers Bank Warehouse Lending, will accelerate as described in this
paragraph below. Mr. Hedde was awarded 24,479 restricted stock unitsin February 2011. These restricted stock unitswill vest on the third
anniversary of the date of the award, but the vesting is accelerated in the event of death, disability or achangein control. The value of these
restricted stock unitsis $308,453.40, which is based on afair market value of $12.60 per share as of December 31, 2011. Asalso noted in footnote 2
to the tables above, this disclosure for Messrs. Hedde and Taylor also assumes no bonus for 2011 (and accordingly no shares issued pursuant to
BRRP) because the assumed termination date was December 31, 2011.

Compensation Committee Interlocksand Insider Participation

Except for the relationships of Mr. Zuckerman described below, none of the members of our Compensation Committee had any relationship
requiring disclosure pursuant to Item 404 of Regulation S-K under the Securities Act nor any other interlocking relationships as defined by the
SEC. For the year ended December 31, 2011, Customers Bank paid, for advertising and marketing services, approximately $295,339 to Clipper
Magazine and its division, Spencer Advertising Marketing. Additionally, for the year ended December 31, 2011, Customers Bank paid, for
promotional items, approximately $48,486 to Jaxxon Promotions, Inc. Steven Zuckerman, adirector of Customers Bancorp isthe President and Chief
Executive Officer of Clipper Magazine, an affiliate of Gannett Co., Inc., and holds 25% of the issued and outstanding capital stock of Jaxxon
Promotions, Inc.

Risk Assessment of Compensation Policies and Practices

Our management team, with the assistance of compensation consultant Vistra Partners, LL C, conducted an assessment of the risksrelated to or
arising from our compensation policies and practices. The Compensation Committee reviewed and discussed this risk assessment with management
and Vistra Partners. Based on this assessment, the Compensation Committee determined that any risks arising from our compensation policies and
practices for our employees are not reasonably likely to have amaterial adverse effect on the Company.
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DIRECTOR COMPENSATION
DIRECTOR COMPENSATION TABLE (1)

We have compensated our directors for their services and expect to continue this practice. Information relating to the compensation of our non-
employee directors during 2011 is set forth below.

Name & Principal FeesEarned or Paidin

Position Cash Stock Awar ds(2) Total

Daniel K. Rothermel $18,000 $6,000 $24,000

T. Lawrence Way $18,000 $6,000 $24,000
Steven J. Zuckerman $18,000 $6,000 $24,000

John R. Miller $18,000 $6,000 $24,000
Bhanu Choudhrie (1) $18,000 $6,000 $24,000
Kenneth Mumma (1) $18,000 $6,000 $24,000

(1) Except as noted below for Messrs. Choudrie and Mumma, represents compensation to the directors for their service to Customers Bank

prior to the Reorganization and for their services to Customers Bancorp after the Reorganization. Messrs. Choudrie and Mumma only
served as directors of Customers Bank for 2011 and not Customers Bancorp; represents disclosure of compensation for all of 2011 for
Messrs. Choudrie and Mumma from Customers Bank.

2 Represents the grant date fair value, as calculated in accordance with FASB ASC Topic 718, of shares of Voting Common Stock granted to
each board member worth $500 per month based upon the tangible common book value as of the end of the preceding month. Whileall
directors are entitled to receive 478 shares for 2011 under our 2004 Plan, these shares have not been issued by the Company yet but are
expected to be issued in the second quarter of 2012. The grant date fair value has been determined based on the assumptions and
methodologies set forth in our 2011 financial statementsincluded herein (Note 12-Stock Based Compensation Plans).

In 2011, each non-employee director received $1,500 in cash for each month he served as a director, and an award of Voting Common Stock egual to
$500, calculated based on the tangible common book val ue of such shares on the date of grant (in the event the stock becomes listed on a national
securities exchange, award will be calculated based on the closing trading price as reported by such exchange on the date of grant). Inthe event an
individual ceasesto be amember of the board of directors other than on the last day of agiven month, theindividual will be entitled to his monthly
director fee only if he has attended a meeting of the board of directorsin that month.

For 2012, compensation for non-employee directors was amended to provide a cash fee of $20,000 per year, which is payable quarterly. In addition,
each non-employee director will aso receive 1,588 shares of our V oting Common Stock per annum under the 2004 Plan, payable quarterly.
Commencing for 2013, each director may also make an annual election prior to the beginning of each year to have all of their director fees paid in
Voting Common Stock, in which event they would receive 3,176 shares per year. Also for 2012, the following directorswill receive an annual award
of restricted stock.
o 1,000 shares for the Chairman of each of the Audit Committee and the Compensation Committee.

e 2,000 shares for the Chairman of the Nominating and Corporate Governance Committee who shall also be the Lead Independent
Director.

o 500 shares for the Audit Committee Financial Expert.

Each of the non-employee directors received an award of restricted stock units for 2,646 shares of Voting Common Stock in February 2012 as
described in “2012 Restricted Stock Rewards Program™ above.

EMPLOYEE BENEFITS
We provide health, life, vision and dental insurance to the named executive officers on terms similar to those provided to other employees
generally. See“Employee Benefits- Insurance” below. We also provide car allowances to each of Messrs. Ehst and Brugger, and we provide Mr.
Sidhu with an automobile which he primarily uses for business purposes.
401(k) Retirement Savingsand Profit Sharing Plan
Customers Bank has a401(k) profit sharing plan whereby eligible employees may contribute up to 15% of their salary to such plan. Customers Bank

provides amatching contribution equal to 50% of the first 6% of the contribution made by the employee. Employer contributions for the year ended
December 31, 2011 were approximately $223,000.
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Insurance

All eligible full-time employees of Customers Bank are covered as agroup by basic hospitalization, major medical, long-term disability, term life and
prescription drug plans. Customers Bank paysthe total cost of such plans for employees with the exception of the major medical and the
prescription drug plan, in which cost sharing and co-payments are required by the employees.

Supplemental Executive Retirement Plan for Chairman and Chief Executive Officer

Pursuant to Mr. Sidhu’s employment agreement, we have established a supplemental executive retirement plan (“SERP”) for Mr. Sidhu. Asaresult
of our acquisition of USA Bank on July 9, 2010, the SERP became effective and the present value of the payments was recorded in the third quarter
of 2010.

The SERP is a deferred compensation plan whereby we created a reserve account on our books for Mr. Sidhu. During the third quarter of 2010, we
credited an amount to this account that was sufficient to create a hypothetical fund that would provide payments of $300,000 per year for fifteen
years commencing on Mr. Sidhu’s sixty-fifth birthday, assuming arate of return of 7% per year, compounded annually. Additionally, we will credit
the account with any gains or losses asif we had deposited the amounts in certain investment funds selected by Mr. Sidhu. Mr. Sidhu’sis now
fully vested in the SERP.

Mr. Sidhu’s entire interest in the account will be paid to him in fifteen annual installments generally upon the later of (a) his separation from service
with us, or (b) his sixty-fifth birthday. Any portion of Mr. Sidhu’sinterest in the account remaining upon his death will be paid to his beneficiary in
asingle lump sum.

In the event of Mr. Sidhu’s death prior to the later of (a) his separation from service with us, or (b) his sixty-fifth birthday, $3.0 million will be paid to
hisbeneficiary in asingle lump sumin lieu of the installment payments described above.

These obligations under the SERP will be general unsecured obligations by usto pay money in the future. Mr. Sidhu will have no rightsto any
assets or investments held by usto meet our obligations under the SERP, except as ageneral creditor of us.
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Item 12. Security Ownership of Certain Beneficial Ownersand Management and Related Shareholder Matters

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT

The following table sets forth information regarding Customers Bancorp as of February 29, 2012, with respect to the beneficial ownership of each
director, each beneficial owner known to us of more than five percent (5%) of the outstanding V oting Common Stock, the named executive officers
and al directors and executive officers as agroup.

Beneficial Owner ship

Per cent of
Per cent of Class of
Class of ClassB ClassB
Voting Voting Non-Voting Non-Voting

Name and Address Common Common Common Common

of Stock(1)(2)(4) Stock(2) Stock(1)(2) Stock(2)

Beneficial Owner (3)

Directorsand Officers

Daniel K. Rothermel 19,799 2

T. Lawrence Way 137,319 1.61%

Steven J. Zuckerman 205,657 2.42%

John R. Miller 9,177 *

Jay S. Sidhu 516,691 5.88% 20,833 *

Richard A. Ehst 1,666 *

Thomas R. Brugger 16,666 *

Warren Taylor 25,000 *

Glenn Hedde 21,209 *

All directors and 953,184 10.84% 20,833 *

executive officersasa

group (9 persons)

Greater than 5%

Shareholders

Bhanu Choudhrie (5) 721,063 8.45% 139,632 4.91%

RodellaAssets Inc. (6)

50 Raffles Place

Singapore 567,729 6.65% 102,489 3.60%

Amberland Properties

LLC(7)

54/58 Athold Street 567,729 6.65% 102,489 3.60%

Douglas, Isle of Man UK

Commerce Street

Financial Partners, LP (8)

1700 Pacific Ave

Dadlas, TX 75210

New York, NY 10065 600,568 7.04% 169,429 5.96%

*Lessthan 1%

@ Based on information furnished by the respective individual and our share records. Shares are deemed to be beneficially owned by a
person if he or she directly or indirectly has or shares the power to vote or dispose of the shares, whether or not he or she has any
economic interest in the shares. Unless otherwise indicated, the named beneficial owner has sole voting and dispositive power with
respect to the shares.

2 Beneficial ownership for each listed person as of February 29, 2012 includes shares issuabl e pursuant to warrants to purchase stock or

pursuant to options to purchase stock held by such person which are exercisable within 60 days after February 29, 2012. Shares subject to
warrants or options exercisable within 60 days of February 29, 2012 are deemed outstanding for purposes of computing the percentage of
the person or group holding such option or warrants, but are not deemed outstanding for purposes of computing the percentage of any

other person or group.
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(3 Unless otherwise indicated, the address for each beneficial owner is c/o Customers Bancorp, 1015 Penn Ave., Wyomissing, Pennsylvania

19610.

4 Includes shares issuable upon the exercise of warrantsin the following amounts: Mr. Choudhrie — 32,377; Mr. Way — 2,270; Mr.
Zuckerman — 6,195; Mr. Sidhu — 278,119; Rodella Assets, Inc. — 32,377; Commerce Street Financial Partners— 23,918.

(5) Mr. Choudhrie has an indirect beneficial ownership interest in these securities through his company, Lewisberg LLC.

(6) Sumant Kapur may be deemed to have voting and dispositive power over the securities owned by Rodella Assets Inc.

(7 Thomas P. Cherian may be deemed to have voting and dispositive power over the securities owned by Amberland Properties LLC.

(8) 440,094 shares of Voting Common Stock and 169,429 shares of Class B Non-V oting Common Stock is held by Commerce Street Financial
Partners, LP, 54,103 shares of Voting Common Stock is held by Service Equity Partners, LP, an affiliate of Commerce Street Financial
Partners, LP, 82,453 shares of Voting Common Stock is held by Service Equity Partners (QP), LP, an affiliate of Commerce Street Financial
Partners, LP, and 23,918 shares of Voting Common Stock underlying warrantsis held by Commerce Street Financial Partners, LP. Dorey
Wiley, Manager of Commerce Street Financial Partners, GP, LLC may be deemed to have voting and dispositive power over the securities
owned by Commerce Street Capital .

EQUITY COMPENSATION PLANS

The following table provides certain summary information as of December 31, 2011 concerning our compensation plans (including individual
compensation arrangements) under which shares of our common stock may be issued.

Number Of Securities Remaining
Available For Futurelssuance

Number Of SecuritiesTo Belssued Weighted-Average Exercise Price  Under Equity Compensation Plans
Upon Exercise Of Outstanding  Of Outstanding Options, Warrants  (Excluding Securities Reflected

Plan Category Options, Warrants And Rights(#) And Rights($) In TheFirst Column)(#)
Equity Compensation Plans
Approved By Security Holders (1) 1,131,832 (1) $10.98 (2) 2,743,715 (3)(4)

Equity Compensation Plans Not
Approved By Security Holders N/A N/A N/A

(1)  Includes shares of our common stock that may be issued upon the exercise of awards granted under the 2004 Plan, the 2010 Stock Option
Plan and the BRRP. Excludes sharesissued in 2012 under these plans.

(2)  Calculation does not include restricted stock units for which there exists no exercise price.

(3)  Includes shares of our common stock underlying awards that are authorized under the 2004 Plan and the 2010 Stock Option Plan. However,
due to the limitation of only issuing 15% of any stock issuances by us under the 2010 Stock Option Plan, only 88,870 shares can be issued
as of December 31, 2011 under the 2010 Stock Option Plan (instead of the 2,243,715 shares included in the table above which is based on the
maximum authorization under the 2010 Stock Option Plan). See “Executive Compensation — Amended and Restated 2010 Stock Option Plan”
above for more details on this 15% limitation.

(4  Thisamount does not include securities available for future issuance under the BRRP as there is no specific number of shares reserved
under thisplan. By itsterms, the award of restricted stock unitsislimited by the amount of the cash bonuses paid to the participantsin the
BRRP. Seethe description of the BRRP in Item 11 above under the heading “ Bonus Recognition and Retention Program.”
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Item 13. Certain Relationships and Related Transactions, and Director Independence
Director Independence

Of the directors of Customers Bancorp who have served since January 1, 2011, each of Messrs. Miller, Rothermel, Way and Zuckerman (who remain
as current directors of Customers Bancorp) is considered independent, as independence for board membersis defined under Nasdaq Rules. Bhanu
Choudrie, adirector of Customers Bancorp in 2011 until September 14, 2011, was also deemed independent. For the period in 2011 prior to the
Reorganization, each of the following directors of Customers Bank were a so considered independent under Nasdaq Rules: Bhanu Choudrie, Daniel
Rothermel, T. Lawrence Way, Steven Zuckerman and John R. Miller. Jay Sidhu, Richard Ehst and Kenneth Mumma also served as directors of
Customers Bank in 2011 prior to the Reorganization but were not considered independent. In determining these directors met the definition of an
independent director, the board of directors considered routine banking transactions between Customers Bank or its affiliates and certain of the
directors, their family members and businesses with whom they are associated, such asloans, deposit accounts, routine purchases of insurance or
securities brokerage products, any overdrafts that may have occurred on deposit accounts, any contributions we made to non-profit organizations
with whom any of the directors are associated, and any transactions that are discussed under “ Transactions With Related Parties’ below. In
addition, when determining Mr. Zuckerman's independence, the board considered and deemed immaterial certain advertising arrangements we have
with Clipper Magazine and its affiliates, for which Mr. Zuckerman is the Chief Executive Officer. See* Transactions With Related Parties’” below for
more detail on these relationships.

Information about Board Committees

The table below highlights the current membership composition of our directors on our board committees for Customers Bancorp:

Name Executive Audit Compensation Nominating and Cor por ate Gover nance
Daniel Rothermel X X X X*
Jay Sidhu X
T. Lawrence Way X X* X
Steven Zuckerman X* X
John R. Miller X X

* Committee Chair

In addition, for the period in 2011 prior to the Reorganization, Bhanu Choudhrie served as amember of the Customers Bank Audit Committee and
Compensation Committee, Kenneth Mumma served as a member of the Customers Bank Executive Committee, Daniel Rothermel served as a member
of the Customers Bank Executive Committee, Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee,
John R. Miller served as a Member of the Customers Bank Audit Committee and Nominating and Corporate Governance Committee, Jay Sidhu
served as amember of the Customers Bank Executive Committee, T. Lawrence Way served as amember of the Customers Bank Executive
Committee, Audit Committee and Nominating and Corporate Governance Committee and Steven Zuckerman served as a member of the Customers
Bank Compensation Committee and Nominating and Corporate Governance Committee.

TRANSACTIONSWITH RELATED PARTIES

Customers Bank makes loans to executive officers and directors of Customers Bancorp and Customers Bank in the ordinary course of its

business. These loans are currently made on substantially the same terms, including interest rates and collateral, as those prevailing at the time the
transaction is originated for comparable transactions with nonaffiliated persons, and do not involve more than the normal risk of collectability or
present any other unfavorable features. Federal regulations prohibit Customers Bank from making loans to executive officers and directors at terms
more favorable than could be obtained by persons not affiliated with Customers Bank. Our policy towards |oans to executive officers and directors
currently complies with this limitation.

Some current directors and executive officers of Customers Bancorp and Customers Bank and entities or organizationsin which they were executive
officers or the equivalent or owners of more than 10% of the equity were customers of and had transactions with or involving Customers Bank in
the ordinary course of business during the fiscal year ended December 31, 2011. None of these transactions involved amountsin excess of 5% of
our consolidated gross revenues during 2011 or $200,000, nor was Customers Bank indebted to any of the foregoing persons or entitiesin an
aggregate amount in excess of 5% of our total consolidated assets at December 31, 2011. Additional transactions with such persons and entities
may be expected to take place in the ordinary course of businessin the future.

On June 17, 2009, Customers Bank entered into a Consulting Agreement with Kenneth B. Mumma, its former Chairman and CEO, pursuant to which
Customers Bank agreed to engage Mr. Mumma as a consultant until December 31, 2011. During the period of his engagement, Mr. Mumma agreed
to provide from 20 to 40 hours of consulting services per month, for a consulting fee of $13,500 per month plus reimbursement of expenses incurred
by him in performing the services. The agreement also provides non-compete covenants for a period ending one year after the term of the
consulting agreement. During 2011, Customers Bank paid $162,000 in consulting feesto Mr. Mumma under the agreement.
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On December 30, 2010, Customers Bank executed aloan participation agreement with Atlantic Coast Bank for aprincipal amount up to $6,250,000.
Jay Sidhu, Customer Bancorp's Chairman and Chief Executive Officer, isadirector and the Non-executive Chairman of the Board of Atlantic Coast
Financial Corporation, which isthe holding company owning Atlantic Coast Bank. This participating interest is based upon specified Atlantic Coast
Bank customers activity and will be repaid to Customers Bank upon the release of the underlying mortgage collateral. Thislending transaction was
in the ordinary course of our business, made on substantially the same terms, including interest rates and collateral, as those prevailing at the time
for comparabl e transactions with other non-affiliated customers, and did not involve more than the normal risk of collectability or present other
unfavorable features. Thisloan was paid off in March 2011.

For the year ended December 31, 2011, Customers Bank paid, for advertising and marketing services, approximately $295,339 to Clipper Magazine
and itsdivision, Spencer Advertising Marketing. Additionally, for the year ended December 31, 2011, Customers Bank paid, for promotional items,
approximately $48,486 to Jaxxon Promotions, Inc. Steven Zuckerman, a director of Customers Bancorp is the President and Chief Executive Officer
of Clipper Magazine, an affiliate of Gannett Co., Inc., and holds 25% of the issued and outstanding capital stock of Jaxxon Promotions, Inc.

Commerce Street Financial Partners, LPisabeneficial holder of more than 5% of our outstanding Voting Common Stock. In or around December,
2010 through February 2011, Commerce Street Capital, LLC, an affiliate of Commerce Street Financial Partners, LP, provided placement agent
services in connection with a private placement of the common stock of Customers Bank. Customers Bank paid Commerce Street Capital, LLC a
placement fee in the amount of $231,750.

Certain of our executive officers and directors purchased securitiesin private offerings of our securities during 2011. The below chart indicates the
number and types of securities purchased as well as the amount paid for such securities. The figuresfor common stock and warrants to purchase
common stock set forth in the chart and accompanying footnotes reflect all adjustments that have been made to date in connection with anti-
dilution repricing. See* Security Ownership of Certain Beneficial Owners and Management” abovein this Form 10-K for the current security
ownership of each of the below-listed individuals.

Aqggregate
Name Number and Type of Securities Purchase Price
Jay Sidhu, Chairman and CEO 20,833 shares of Class B Non-Voting Common Stock $ 250,000
Bhanu Choudhrie, Director (1) 166,667 shares of Voting Common Stock $ 2,000,002
Lawrence Way, Director 14,000 shares of Voting Common Stock $ 168,000

1) Mr. Choudhrie has an indirect beneficial ownership interest in these securities through his company, Lewisberg LLC.

We have a Code of Conduct applicable to our directors, officers and employees, including our Chief Executive Officer, Chief Financial Officer and all
of our other executives pursuant to which all directors, officers and employees must promptly disclose to us, any material transactions or

relationships that reasonably could be expected to give rise to an actual or apparent conflict of interest with Customers Bank. In approving or
rejecting the proposed agreement, the board of directors must consider the relevant facts and circumstances avail able and deemed relevant,
including, but not limited to the risks, costs and benefits to us, the terms of the transaction, the availability of other sourcesfor comparable services
or products, and, if applicable, the impact on adirector’s independence. The board of directors may only approve those agreements that, in light of
known circumstances, arein, or are not inconsistent with, our best interests, as the board of directors determinesin the good faith exercise of its
discretion.

The Company’s Board of Directors has also adopted the Affiliate and Related Party Transaction Policy and Compliance Plan (the “ Transaction
Policy”). The Transaction Policy isawritten policy and set of procedures for the review and approval or ratification of transactionsinvolving
Affiliates and Related Parties (as such terms are defined in the Transaction Policy).

Related Parties are defined in the Transaction Policy as owners of more than 5% of any class of voting securities of the Company, directors or
executive officers of the Company, or nominees to become directors, since the beginning of the last fiscal year, and “related persons’ and others as
provided in Item 404 of Regulation S-K under the Securities Act of 1933, as amended, immediate family membersif involved in Company
transactions and organi zations, including charitable, where the foregoing have amaterial relationship or interest to such organization. Affiliatesare
defined in the Transaction Policy as “ affiliates” as provided in Sections 23A and 23B of the Federal Reserve Act and Regulation W issued by the
Board of Governors of the Federal Reserve System, and can include anyone that controls, that is under common control with, or that is controlled
by the Company, investment funds where an affiliate is afund investment advisor, and “ executive officers’, “directors”, “ principal shareholders”,
“related interests” of aperson, “insider”, “immediate family” and “ Subsidiary” as defined in Regulation O issued by the Board of Governors of the
Federal Reserve System.

The Transaction Policy is administered through the Company’s Audit Committee with appropriate involvement and input from the Company’s
Audit, Legal and Compliance Departments (collectively, the“ Committee”). The Audit Committee (i) has the responsibility to interpret and enforce
the Transaction Policy, (ii) may amend the Transaction Policy from time to time and (iii) may del egate administrative responsibilities within the
Company or to third parties as the Audit Committee deems appropriate to accomplish the objectives of the Transaction Policy. All transactions
covered by the Transaction Policy are prohibited unless approved or ratified by the Audit Committee and, when determined necessary by the Audit
Committee pursuant to the Related Transaction Policy, the Company’s Board of Directors.
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Transactionsinvolving Affiliates that are subject to the Transaction Policy include extensions of credit, purchase or sale of loans, referrals or
brokerage of loans, indebtedness to another “member bank” or correspondent bank, purchases of or investmentsin securities, purchase or sale of
services, goods and other assets, issuance of guarantees, acceptances or letters of credit and third party transactions where an Affiliate benefits
from transaction proceeds.

Transactions involving Related Parties that are subject to the Transaction Policy include transactions where there isadirect or indirect interest by
the Related Party and the amount involved is over $120,000.

Transactions covered by the Transaction Policy are required to be referred to the Committee. The Compliance Department is responsible for
coordinating the performance of appropriate legal research and obtaining opinions regarding the disposition of the transaction, and communicating
such information to the Committee with recommendations, including if any regulatory application needs to be prepared to report or obtain
authorization of the transaction. The Audit Committee will approve, ratify, recommend change to or deny the transaction, or schedule the referral
for follow up reporting or presentations. Material transactions and transactions covered by Regulation O are required to be referred by the Audit
Committee to the Company’s Board of Directors for disposition.

Item 14. Principal Accountant Feesand Services

Our Audit Committee has selected ParenteBeard LL C (“ParenteBeard”) to serve as our independent registered public accounting firm for the fiscal
year ended December 31, 2011. ParenteBeard or its predecessor has been the Bank’s independent public accounting firm since 1997. We have been
advised by ParenteBeard that neither it nor any member thereof has any financial interest, direct or indirect, in Customers Bancorp or any of its
affiliates, in any capacity.

Audit and Other FeesPaid to I ndependent Registered Public Accounting Firm

Thefollowing table presents fees billed by ParenteBeard for professional services rendered for the fiscal years ended December 31, 2010 and 2011.

Services Rendered 2010 2011

Audit Fees $ 237,391 $ 242,570
Audit-Related Fees (1) 62,500 -
Tax Fees(2) 32,217 47,767
All Other Fees - -
Total $ 332,108 $ 290,337

(1) The audit-related fees consisted principally of feesrelated to our stand-alone audits of the Statements of Assets Acquired and
Liabilities assumed as of July 9, 2010 and September 17, 2010 for the FDIC assisted acquisitionsin 2010 of USA Bank and ISN Bark,
respectively, private offerings of securitiesin 2010 and 2011, aswell as the Berkshire Bancorp acquisition in 2011 and various research,
consultation and discussionsin 2010 and 2011.

(2) Tax feesfor fiscal years 2010 and 2011 consisted principally of preparing our U.S. federal and state income tax returns.
Our Audit Committee has reviewed the non-audit services currently provided by our independent registered public accounting firm and has
considered whether the provision of such servicesis compatible with maintaining the independence of such independent registered public
accounting firm. Based on such review and consideration, the Audit Committee has determined that the provision of such non-audit servicesis
compatible with maintaining the independence of the independent registered public accounting firm.
Pre-Approval Policy for Services by Independent Registered Public Accounting Firm
The Audit Committee pre-approves all audit and permissible non-audit services provided by the independent registered public accounting firm.

These services may include audit services, audit-related services, tax services and other services. The Audit Committee has not established a pre-
approval policy for these services.
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PART IV
Item 15. Exhibitsand Financial Statement Schedules
(8 1. Financia Statements
Consolidated financial statements are included under Item 8 of Part |1 of this Form 10-K.
(& 2. Financial Statements Schedules
Financial statements schedules are omitted because the required information is either not applicable, not required or is shown in the

respective financial statements or in the notes thereto.

(b) Exhibits
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Exhibit No. Description

21

2.2

2.3

24

2.5

31

3.2

32

34

35

3.6

4.1

42

43

44

45

4.6

Plan of Merger and Reorganization, incorporated by reference to Exhibit 2.1 to the Customers Bancorp’'s Form S-1 filed with the SEC on
April 22, 2010

Agreement and Plan of Merger, dated as of August 23, 2010, by and among Customers Bank, Customers Bancorp, Berkshire Bank and
Berkshire Bancorp, Inc., incorporated by reference to Exhibit 2.2 to the Customers Bancorp’s Form S-1/A filed with the SEC on January 13,
2011

Purchase and Assumption Agreement, dated as of July 9, 2010, by and among Customers Bank, the FDIC as Receiver of USA Bank, and
the FDIC acting in its corporate capacity, incorporated by reference to Exhibit 2.3 to the Customers Bancorp’s Form S-1/A filed with the
SEC on January 13, 2011

Purchase and Assumption Agreement, dated as of September 17, 2010, by and among Customers Bank, the FDIC as Receiver of SN Bank,
and the FDIC acting in its corporate capacity, incorporated by reference to Exhibit 2.4 to the Customers Bancorp’s Form S-1/A filed with
the SEC on January 13, 2011

Amendment to Agreement and Plan of Merger, dated as of April 27, 2011, by and among Berkshire Bancorp, Inc., Berkshire Bank,
Customers Bancorp and Customers Bank, incorporated by reference to Exhibit 2.5 to the Customers Bancorp’s Form S-1/A filed with the
SEC on June 13, 2011

Articles of Incorporation of Customers Bancorp, incorporated by reference to Exhibit 3.1 to the Customers Bancorp’s Form S-1 filed with
the SEC on April 22, 2010

Articles of Amendment to the Articles of Incorporation of Customers Bancorp, incorporated by reference to Exhibit 3.2 to the Customers
Bancorp’'s Form S-1/A filed with the SEC on January 13, 2011

Articles of Amendment to the Articles of Incorporation of Customers Bancorp, incorporated by reference to Exhibit 3.1 to the Customers
Bancorp’'s Form 8-K filed with the SEC on December 9, 2011

Bylaws of Customers Bancorp, incorporated by reference to Exhibit 3.2 to the Customers Bancorp’s Form S-1 filed with the SEC on April
22,2010

Certificate of Designations relating to Customers Bancorp's Fixed Rate Cumulative Perpetual Preferred Stock, Series A, incorporated by
reference to Exhibit 4.1 to Customers Bancorp’s Form 8-K filed with the SEC on September 22, 2011

Certificate of Designations relating to Customers Bancorp's Fixed Rate Cumulative Perpetual Preferred Stock, Series B, incorporated by
reference to Exhibit 4.2 to Customers Bancorp’s Form 8-K filed with the SEC on September 22, 2011

Specimen stock certificate of Customers Bancorp common stock, incorporated by reference to Exhibit 4.1 to the Customers Bancorp's Form
S-1filed with the SEC on April 22, 2010

Specimen stock certificate of Customers Bancorp Class B Non-V oting Common Stock, incorporated by reference to Exhibit 4.2 to the
Customers Bancorp’'s Form S-1 filed with the SEC on April 22, 2010

Indenture, dated as of June 29, 2004, by and between New Century Bank and Wilmington Trust Company, relating to Floating Rate
Subordinated Debt Securities Due 2014, incorporated by reference to Exhibit 4.3 to the Customers Bancorp’s Form S-1 filed with the SEC on
April 22, 2010

Form of Anti-Dilution Agreement entered into by Customers Bank with each of the lead investorsin our March and February 2010 private
offerings, and all investorsin our 2009 private offering, incorporated by reference to Exhibit 4.4 to the Customers Bancorp's Form S-1 filed
with the SEC on April 22, 2010

Form of Modification to Anti-Dilution Agreement entered into by Customers Bank with each of the lead investorsin our March and
February 2010 private offerings, and all investorsin our 2009 private offering, incorporated by reference to Exhibit 4.5 to the Customers
Bancorp's Form S-1 filed with the SEC on April 22, 2010

Stock Option Agreement, dated as of March 23, 2005, by and between New Century Bank and Univest Corporation of Pennsylvania,
incorporated by reference to Exhibit 4.6 to the Customers Bancorp's Form S-1 filed with the SEC on April 22, 2010
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4.7 Stock Option Agreement, dated as of July 10, 1997, by and between New Century Bank and NexTier Bank, f/k/a Citizens Incorporated,
incorporated by reference to Exhibit 4.7 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

48 Form of Warrant issued to investorsin New Century Bank’s March and February 2010 private offerings, 2009 private offering, and in
partial exchange for New Century Bank’s shares of 10% Series A Non-Cumulative Perpetual Convertible Preferred Stock in June 2009,
incorporated by reference to Exhibit 4.8 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

4.9 Warrantsissued to Jay S. Sidhu, June 30, 2009, incorporated by reference to Exhibit 4.9 to the Customers Bancorp’s Form S-1 filed with the
SEC on April 22, 2010

4.10 Form of Share Certificate relating to Customers Bancorp's Fixed Rate Cumulative Perpetual Preferred Stock, Series B, incorporated by
reference to Exhibit 4.3 to Customers Bancorp’s Form 8-K filed with the SEC on September 22, 2011

411 Form of Share Certificate relating to Customers Bancorp's Fixed Rate Cumulative Perpetual Preferred Stock, Series A, incorporated by
reference to Exhibit 4.4 to Customers Bancorp’s Form 8-K filed with the SEC on September 22, 2011

10.1+  New Century Bank Management Stock Purchase Plan, incorporated by reference to Exhibit 10.1 to the Customers Bancorp’'s Form S-1 filed
with the SEC on April 22, 2010

10.2+  Customers Bancorp 2010 Stock Option Plan

10.3+ Employment Agreement, dated as of June 17, 2009, by and between New Century Bank and Jay S. Sidhu, incorporated by referenceto
Exhibit 10.3 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

104+  Employment Agreement, dated as of February 17, 2011, by and between New Century Bank and Richard A. Ehst, incorporated by reference
to Exhibit 10.4 to the Customers Bancorp’s Form S-1/A filed with the SEC on June 13, 2011

105+ Employment Agreement, dated as of February 17, 2011, by and between New Century Bank and Thomas Brugger, incorporated by
reference to Exhibit 10.5 to the Customers Bancorp’'s Form S-1/A filed with the SEC on June 13, 2011

10.6 Agreement, dated as of May 19, 2009, by and between New Century Bank and Jay Sidhu, incorporated by reference to Exhibit 10.6 to the
Customers Bancorp’'s Form S-1 filed with the SEC on April 22, 2010

10.7+  Amended and Restated Customers Bancorp 2004 Incentive Equity and Deferred Compensation Plan

10.8 Lease Agreement, dated January 5, 2007, by and between New Century Bank and Gateway Partnership LLC, incorporated by reference to
Exhibit 10.10 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

10.9 Amendment to Lease, dated May 4, 2007, by and between New Century Bank and Gateway Partnership LLC, incorporated by reference to
Exhibit 10.11 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

10.10  Letter Agreement dated as of December 28, 2011 by and among Customers Bancorp and Treasury, incorporated by reference to Exhibit
10.1 to Customers Bancorp's Form 8-K filed with the SEC on January 4, 2012 10.11+

1011  Warrant issued to Jay S. Sidhu, June 30, 2009 (included in Exhibit 4.9)

10.12  Subscription Agreement, dated May 19, 2009, by and between New Century Bank and Jay S. Sidhu, incorporated by reference to Exhibit
10.13 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

10.13  Amendment to Subscription Agreement, dated June 29, 2009, by and between New Century Bank and Jay S. Sidhu, incorporated by
reference to Exhibit 10.14 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

10.14  Amendment #2 to Subscription Agreement, dated as of June 30, 2009, by and between New Century Bank and Jay S. Sidhu, incorporated
by reference to Exhibit 10.15 to the Customers Bancorp’s Form S-1 filed with the SEC on April 22, 2010

10.15+ Customers Bancorp Bonus Recognition and Retention Plan

10.16 Supplemental Executive Retirement Plan of Jay S. Sidhu, incorporated by reference to Exhibit 10.15 to the Customers Bancorp’s Form S- /A
+ filed with the SEC on April 18, 2011
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10.17 Form of Restricted Stock Agreement

+

10.18 + Form of Stock Option Agreement

10.19

10.20

101

TARP Letter Agreement, dated as of September 16, 2011, by and among Customers Bancorp, Berkshire Bancorp, Inc. and Treasury,
incorporated by reference to Exhibit 10.1 to Customers Bancorp's Form 8-K filed with the SEC on September 22, 2011.

ARRA Letter Agreement, dated as of September 16, 2011, by and among Customers Bancorp and Treasury, incorporated by referenceto
Exhibit 10.2 to Customer Bancorp's Form 8-K filed with the SEC on September 22, 2011

List of Subsidiaries of Customers Bancorp

Certification of the Chief Executive Officer Pursuant to Exchange Act Rule 13a-14(a) or Rule 15d-14(a)

Certification of the Chief Financial Officer Pursuant to Exchange Act Rule 13a-14(a) or Rule 15d-14(a)

Certification of the Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, ad Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

Certification of the Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, ad Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

Interactive Data Files regarding (&) the Bancorp's Balance Sheets as of December 31, 2011 and 2010, (b) Customers Bancorp’s Statements
of Operations for the years ended December 31, 2011, 2010 and 2009, (c) Customers Bancorp's Statements of Cash Flows for the years
ended December 31, 2011, 2010 and 2009, (d) Statements of Changesin Shareholders' Equity for the years ended December 31, 2011, 2010
and 2009 and (€) Notesto Financial Statements for the years ended December 31, 2011, 2010 and 2009

+ Management Contract or compensatory plan or arrangement
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SIGNATURES

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

CustomersBancorp, Inc.

March 20, 2012 By: /s Jay S. Sidhu

Name: Jay S. Sidhu
Title: Chairman and Chief Executive Officer

Customers Bancorp, Inc.

March 20, 2012 By: /s/ Thomas Brugger

Name: Thomas Brugger
Title: Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

Signature: Title(s): Date:

[s/ Jay S. Sidhu Chairman, Chief Executive Officer and Director March 20, 2012
Jay S. Sidhu (principal executive officer)

/s/ Thomas Brugger Executive Vice President and Chief Financial Officer March 20, 2012
Thomas Brugger (principal financial and principal accounting officer)

/s/ Daniel K. Rothermel Director March 20, 2012
Daniel K. Rothermel

/s/ John R. Miller Director March 20, 2012
John R. Miller

/s/ T. Lawrence Way Director March 20, 2012

T. Lawrence Way

/s/ Steven J. Zuckerman Director March 20, 2012
Steven J. Zuckerman
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SUPPLEMENTAL INFORMATION TO BE FURNISHED WITH REPORTSFILED
PURSUANT TO SECTION 15(d) OF THE EXCHANGE ACT BY NON-REPORTING ISSUERS

1. No annual report to security holders covering the Company’s last fiscal year has been sent as of the date of thisreport.

2. No proxy statement, form of proxy, or other proxy soliciting material relating to the Company’slast fiscal year has been sent to any of the
Company’s security holders with respect to any annual or other meeting of security holders.

3. If such report or proxy material isfurnished to security holders subsequent to the filing of this Annual Report on Form 10-K, the Company will
furnish copies of such material to the Commission at thetime it is sent to security holders.

(Back To Top)

Section 2: EX-10.2 (EXHIBIT 10.2)

Exhibit 10.2

CUSTOMERSBANCORP, INC.
2010 STOCK OPTION PLAN

ARTICLE 1
PURPOSE

11 GENERAL. The purpose of this Plan isto promote the success and enhance the value of Customers Bancorp, Inc. (the
“Company”), by linking the personal interests of executive and senior management-level employees and directors of the Company and subsidiaries
of the Company (“ Subsidiaries”) to those of shareholders and by providing such individuals with an incentive for outstanding performance in order
to generate superior returns to shareholders. The Plan is further intended to provide flexibility to the Company and Subsidiariesin their ability to
motivate, attract, and retain the services of employees, directors, officers, and executives upon whose judgment, interest, and special effort the
successful conduct of the Company’s and the Subsidiaries operations are largely dependent.

ARTICLE 2
EFFECTIVE DATE AND TERM

21 EFFECTIVE DATE. The Plan became effective as of December 9, 2010, the date it was approved by the sharehol ders of the
Bank. The Plan has been amended by the Board to reflect the terms of the Plan of Merger and Reorgani zation approved by the shareholders of the
Bank, which became effective as of September 17, 2011 .

22  TERM. Unless sooner terminated by the Board, the Plan shall terminate on the Plan Termination Date, and no Options may be
granted under the Plan thereafter. The termination of the Plan shall not affect any Option that is outstanding on the termination date, without the
consent of the Participant.

ARTICLE 3
DEFINITIONSAND CONSTRUCTION

31 DEFINITIONS. When aword or phrase appearsin this Plan with the initial letter capitalized, and the word or phrase does not
commence a sentence, the word or phrase shall generally be given the meaning ascribed to it in this Section or in Sections 1.1 or 2.1 unlessaclearly
different meaning is required by the context. The following words and phrases shall have the following meanings:

@ “Bank” means Customers Bank.



(b)  “Board” meansthe Board of Directors of the Company.

(c) “Capital Raising Transaction” means the sale of equity securities of the Bank pursuant to the offering described in the
Confidential Private Offering Memorandum dated January 20, 2010 (as supplemented by the Supplement thereto dated January 21, 2010), and any
subsequent sale of equity securities, or subsequent offering of equity securities in connection with an acquisition or business combination, the
result of which it to increase the tangible net worth of the Bank or, after September 17, 2011, the Company.

(d) “Cause” meansactionsof or failureto act by a Participant which would authorize the forfeiture of fringe benefits or other
remuneration under his or her written contract of employment with the Company or a Subsidiary or, if there is no written contract of employment, (1)
the willful material failure to perform the duties to the Company or a Subsidiary required of the Participant (other than any such failure resulting from
incapacity dueto physical or mental illness of the Participant or material changesin the direction and policies of the Board of Directors of the
Company or aSubsidiary), if such failure continues for fifteen (15) days after awritten demand for substantial performanceisdelivered to the
Participant by the Company or a Subsidiary which specifically identifies the manner in which it is believed that the Participant has failed to attempt
to perform his duties hereunder; (2) the willful engaging by the Participant in misconduct materially injurious to the Company or a Subsidiary; (3)
receipt by the Company or a Subsidiary of a notice (which shall not have been appealed by the Participant or shall have become final and non-
appealable) of any governmental body or entity having jurisdiction over the Company or a Subsidiary requiring termination or removal of the
Participant from his then present position, or receipt of awritten directive or order of any governmental body or entity having jurisdiction over the
Company or a Subsidiary (which shall not have been appealed by Participant or shall have become final and non-appeal abl€) requiring termination
or removal of the Participant from histhen present position; or (4) personal dishonesty, incompetence, willful misconduct, willful breach of fiduciary
duty involving personal profit or conviction of afelony. For purposes of this paragraph, no act, or failure to act, on the Participant's part shall be
considered "willful" unless done or omitted to be done by the Participant in bad faith and without reasonable belief that his action or omission was
in the best interest of Company or a Subsidiary. Any act or omission to act by the Participant in reliance upon awritten opinion of counsel to
Company or a Subsidiary shall not be deemed to be willful.




() “Changein Control” means:

(D] there occurs amerger, consolidation or other business combination or reorganization to which the Company
isaparty, whether or not approved in advance by the Board, in which (A) the members of the Board immediately preceding the consummation of
such transaction do not constitute a majority of the members of the Board of the resulting corporation and of any parent corporation thereof
immediately after the consummation of such transaction, and (B) the sharehol ders of the Company immediately before such transaction do not hold
morethan fifty percent (50%) of the voting power of securities of the resulting corporation;

2 There occurs asale, exchange, transfer, or other disposition of substantially all of the assets of the
Company to another entity, whether or not approved in advance by the Board (for purpose of this Agreement, a sale of more than one-half of the
branches of the Bank would constitute a Change in Control, but for purposes of this paragraph, no branches or assets will be deemed to have been
sold if they are leased back contemporaneously with or promptly after their sale);

(©)] A plan of liquidation or dissolution is adopted for the Company; or

(4)  Any“person” or any group of “persons” (as such termisdefined in Sections 13(d) and 14(d) of the Exchange
Act), other than existing holders of shares of the Company’s common stock, is or shall become the “beneficial owner” (as defined in Rule 13d-3
under the Exchange Act), directly or indirectly, of securities of the Company representing 50% or more of the combined voting power of the
Company’s then outstanding securities.

) “Code” meansthe Internal Revenue Code of 1986, as amended, and regulations promul gated thereunder.

(99 “Committee” meansthe Compensation Committee of the Board.

(hy  “Company” means Customers Bancorp, Inc.

@) "Employee" shall mean an individual who is an employee of the Company or a Subsidiary under general common law
principles. Anindividual who isan "Employee," as so defined, may aso be amember of the Board or the Board of Directors of a Subsidiary (but not
aNon-Employee Director).

() “Exchange Act” means the Securities Exchange Act of 1934, as amended, and the regulations promul gated thereunder.

(k)  “Fair Market Vaue’ means, as of any given date, the fair market value of Stock on a particular date determined in
accordance with the requirements of Section 422 of the Code.

)} “Incentive Stock Option” means an option that isintended to meet the requirements of Section 422 of the Code.

(m)  “Non-Employee Director” means a member of the Board or the Board of Directors of the Bank who is not an Employee.




(n)  “Option” means aright granted to a Participant under Article 7 of the Plan to purchase Stock at a specified price during
specified time periods.

(0) “Option Agreement” means awriting, in such form asthe Committee in its discretion shall prescribe, evidencing an
Option.

(p) “Participant” means aperson who has been granted an Option under the Plan.
(@ “Plan” meansthe Customers Bancorp, Inc. 2010 Stock Option Plan as set forth herein.
(n  “Plan Termination Date’ means the date that is ten (10) years after the Effective Date.

(99  “Stock” means (i) prior to March 6, 2012, the voting common stock of the Company and such other securities of the
Company which may be substituted therefor pursuant to Article 8, and (ii) on and after March 6, 2012, the voting or non-voting common stock of
the Company and such other securities of the Company which may be substituted therefor pursuant to Article 8.

() “Subsidiary” meansasubsidiary corporation with respect to the Company as described in Section 424(f) of the Code.

ARTICLE 4
ADMINISTRATION

41 COMMITTEE; BOARD APPROVAL. The Plan shall be administered by the Committee. Notwithstanding any other provision
of the Plan, during any period in which the Company may be subject to the Exchange Act, either: (i) the Committee shall consist of at least two
individuals and each member of the Committee shall qualify as a Non-Employee Director; or (ii) (A) at |east two members of the Committee must
qualify as Non-Employee Directors, (B) any member of the Committee who does not qualify as a“Non-Employee Director” may not participate in
any action of the Committee with respect to any Option awarded under the Plan, and (C) the Plan shall be deemed to be administered by the full
Board, the actions of the Committee under the Plan shall be deemed merely advisory to the Board, and the Board's approval shall be required for all
actions of the Committee under the Plan, including without limitation the grant of each Option. To the extent necessary or desirable (as may be
determined by the Board from time to time) each member of the Committee shall also qualify asan “outside director” under Section 162(m) of the
Code. The members of the Committee shall meet such additional criteriaas may be necessary or desirable to comply with regulatory or stock
exchange rules or exemptions. The Company will pay all reasonable expenses of the Committee.

42  AUTHORITY OF COMMITTEE. Subject to any specific designation in the Plan, the Committee (or the Board, in cases where the
Board administers the Plan pursuant to Section 4.1) has the exclusive power, authority and discretion to:

€) Designate Participants to receive Options;

(b) Determine the type or types of Optionsto be granted to each Participant;

(c) Determine the number of shares of Stock to which an Option will relate;

(d) Determine the terms and conditions of any Option granted under the Plan including but not limited to, the exercise price,
grant price, or purchase price, any restrictions or limitations on the Option, any restrictions on the exercisability of an Option, and accel erations or

waiversthereof, based in each case on such considerations as the Committee in its sole discretion determines;

(e) Amend, modify, or terminate any outstanding Option, with the Participant’s consent unless the Committee has the
authority to amend, modify, or terminate an Option without the Participant’s consent under any other provision of the Plan.




()] Determine whether, to what extent, and under what circumstances the exercise price of an Option may be paid in, cash,
Stock or other property, or an Option may be canceled, forfeited, or surrendered;

(9) Prescribe the form of each Option Agreement, which need not be identical for each Participant;

(h) Decide all other matters that must be determined in connection with an Option;

(i) Establish, adopt, revise, amend or rescind any guidelines, rules and regulations asit may deem necessary or advisable to
administer the Plan; and

a) Interpret the terms of, and rule on any matter arising under, the Plan or any Option Agreement;

(k) Make all other decisions and determinations that may be required under the Plan or as the Committee deems necessary or
advisable to administer the Plan; and

()] Retain counsel, accountants and other consultants to aid in exercising its powers and carrying out its duties under the
Plan.

4.3 DECISIONSBINDING. The Committee sinterpretation of the Plan, any Options granted under the Plan, any Option Agreement
and all decisions and determinations by the Committee with respect to the Plan shall (if approved or ratified by the Board during any period when
the Board is deemed to administer the Plan pursuant to Section 4.1) be final, binding, and conclusive on all parties and any other persons claiming
an interest in any Option or under the Plan.

ARTICLES
SHARES SUBJECT TO THE PLAN

51 NUMBER OF SHARES. Subject to adjustment provided in Section 8.1, the aggregate number of shares of Stock reserved and
available for grant under the Plan shall be the that number representing fifteen percent (15%) of the outstanding shares of capital stock of the Bank
as of the Effective Date; provided that such number shall be increased, as and when unexercised options and warrants to acquire capital stock of
the Bank outstanding as of the Effective Date are exercised or anti-dilution obligations become performable by the Bank, by fifteen percent (15%) of
the shares of capital stock that become outstanding as aresult of such exercises or the honoring of such anti-dilution rights; and provided, further,
that the total number of shares available for grant under the Plan shall not exceed the lesser of (a) three million, three hundred and thirty-three
thousand, three hundred and thirty-four (3,333,334) shares or (b) fifteen percent (15%) of the number of shares of Stock and Class B Non-Voting
Common Stock issued in consideration of cash or other property after December 31, 2009 by the Company or the Bank; and provided further that
the exchange of one (1) share of common stock of the Company for three (3) shares of common stock of the Bank pursuant to the Plan of Merger
and Reorganization which was effective as of September 17, 2011 shall be taken into account in applying the foregoing percentages.

52 LAPSED OPTIONS. To the extent that an Option terminates, is cancelled, expires, lapses or isforfeited for any reason, any
shares of Stock subject to the Option will again be available for the grant of an Option under the Plan.

53 STOCK DISTRIBUTED. Any Stock distributed pursuant to an Option may consist, in whole or in part, of authorized and
unissued Stock, treasury Stock or Stock purchased on the open market.

54  LIMITATION ON NUMBER OF SHARES SUBJECT TO OPTIONS. Notwithstanding any provision in the Plan to the contrary,
and subject to the adjustment in Section 8.1, but subject to any restrictions of applicable law and the other terms and conditions of the Plan, the
maximum number of shares of Stock with respect to Options may be granted to any one Participant during afiscal year of the Company shall be two
million, two hundred and twenty-two thousand, two hundred and twenty-three (2,222,223) shares.




ARTICLE 6
ELIGIBILITY AND PARTICIPATION

6.1 ELIGIBILITY. Employeesand Non-Employee Directors shall be potentially eligible to receive Options under the Plan. In
making determinations regarding the potential eligibility of any Employee or Non-Employee Director, the Committee may take into account the
nature of the services rendered by such Employee or Non-Employee Director, his or her present and potential contributionsto the Company’sor a
Subsidiary’s success and such other factors as the Committee in its discretion shall deem relevant.

6.2 ACTUAL PARTICIPATION. Subject to the provisions of the Plan, the Committee may, from time to time, select from among all
eligibleindividuals those to whom Options shall be granted and shall determine the nature and amount of each Option. No individual shall have
any right to be granted an Option under this Plan.

ARTICLE 7
STOCK OPTIONS

71 GENERAL. The Committee isauthorized to grant Optionsto Participants on the following terms and conditions:

€) EXERCISE PRICE. The exercise price per share of Stock under an Option shall not be less than the Fair Market Value as
of the date of grant.

(b) TERM OF OPTION. No Option shall be exercisable after the date that is 10 years from the date it is granted.
(0 TIMEAND CONDITIONS OF EXERCISE. Options shall be exercisable only to the extent provided below.

D A Participant shall have avested right to exercise an Option upon thefirst to occur of (A) the fifth (5th) one
(1)-year anniversary of the Capital Raising Transaction to which it relates, (B) a Change in Control, (C) the Participant’s termination of employment
without Cause, (D) the Participant’s death, or (E) such other event as the Committee shall specify in the Option Agreement as necessary to comply
with the Company’s or a Subsidiary’s obligations under an employment agreement with the Participant. All unvested Options shall be forfeited
upon the Participant’s termination of employment for Cause or as aresult of his or her voluntary resignation from employment.

2 Notwithstanding the achievement of avested right to exercise pursuant to paragraph (1) above, an Option
shall be exercisable only when (a) if the Stock under the Option is not listed on anational stock market or other national securities quotation system
at the time the Option is granted, the “ Fully Diluted Tangible Book Vaue” (as hereinafter defined) of the Stock first equal's or exceeds one hundred
and fifty percent (150%) of the Fully Diluted Tangible Book Value of the Stock per share as of the date of grant of the option, or, if after the date of
grant the Stock under the Option becomes listed on anational stock market or other national securities quotation system, the Fair Market V alue of
the Stock per share first equals or exceeds one hundred and fifty percent (150%) of the Fully Diluted Tangible Book Value of the Stock as of the
date of grant of the option, or (b) if the Stock under the Optionislisted on anational stock market or other national securities quotation system at
the time the Option is granted, the trading price of such Stock as quoted by such stock market or quotation system equals or exceeds one hundred
and fifty percent (150%) of the Fair Market Value of the Stock per share as of the date of the grant of the option. For this purpose, the Fully Diluted
Tangible Book Value of the Stock shall be determined as (A) the amount derived by dividing the common shareholders’ equity, minusintangible
assets and goodwill, by the number of shares of common stock outstanding, (B) assuming that all outstanding option and warrants to acquire stock
are then exercised, and (C) assuming performance of all anti-dilution obligations under such options and warrants and other anti-dilution
agreements as of the date of determination. If the condition set forth in this paragraph (2) is satisfied prior to the achievement of avested right to
exercise an Option pursuant to paragraph (1) above, the Option shall be exercisable immediately upon achievement of avested right to exercise
pursuant to paragraph (1).




(©) Nothing in this subsection (c) shall be construed to extend the exercise period of any Option beyond the
tenth (10 th ) anniversary of the date of its grant.

(d) TRANSFERABILITY. Each Option granted under the Plan shall, by its terms, not be transferable otherwise than by will
or the laws of descent and distribution. No right or interest of a Participant in any Option may be pledged, encumbered, or hypothecated to or in
favor of any party other than the Company, or shall be subject to any lien, obligation, or liability of such Participant to any other party other than
the Company; provided, however, that the foregoing shall not be deemed to imply any obligation of the Company to lend against or accept alien or
pledge of any Option for any reason. Notwithstanding the foregoing, or any other provision of this Plan, a Participant who holds Options (but not
Incentive Stock Options) may transfer such Optionsto his or her spouse, lineal ascendants, lineal descendants, or to aduly established trust for the
benefit of one or more of theseindividuals. Options so transferred may thereafter be transferred only to the Participant who originally received the
grant or to an individual or trust to whom the Participant could have initially transferred the Options pursuant to this Section 7.1(d). Optionswhich
are transferred pursuant to this Section 7.1(d) shall be exercisable by the transferee according to the same terms and conditions as applied to the
Participant (for example, such Options shall terminate automatically, upon the termination of employment or service as a Director of the Participant
for Cause)

(e PAYMENT. An Option shall be exercised by giving awritten notice to the Chief Executive Officer of the Company
stating the number of shares of Stock with respect to which the Option is being exercised and containing such other information as the Committee
may reguire and by tendering payment therefore with a cashier's check, certified check, or with existing holdings of Stock held for more than six
months. In addition, if the terms of a Stock Option so provide, the optionee may pay the exercise price by directing the Company to withhold from
those shares of Common Stock that would otherwise be received upon the exercise of the Stock Option that number of shares of Common Stock
having an aggregate fair market value as of the date of exercise equal to the Stock Option’'s exercise price, or the applicable portion of the Stock
Option’'s exercise priceif the Stock Option isnot exercised in full. The shares of Common Stock so withheld shall not be deemed to have been
issued for purposes of the aggregate-share limitation set forth in Section 4, above.

()] STOCK CERTIFICATES. Notwithstanding anything herein to the contrary, the Company shall not be required to issue
or deliver any certificates evidencing shares of Stock pursuant to the exercise of any Options, unless and until the Board has determined, with
advice of counsel, that the issuance and delivery of such certificatesisin compliance with all applicable laws, regulations of governmental
authorities and, if applicable, the requirements of any exchange on which the shares of Stock are listed or traded aswell as the terms of this Plan and
any other terms, conditions or restrictions that may be applicable. All Stock certificates delivered under the Plan are subject to any stop-transfer
orders and other restrictions as the Committee deems necessary or advisable to comply with Federal, state, or foreign jurisdiction, securities or other
laws, rules and regulations and the rules of any national securities exchange or automated quotation system on which the Stock islisted, quoted, or
traded. The Committee may place legends on any Stock certificate to reference restrictions applicabl e to the Stock. In addition to the terms and
conditions provided herein, the Board may require that a Participant make such reasonable covenants, agreements, and representations as the
Board, in its discretion, deems advisable in order to comply with any such laws, regulations, or requirements.

(9) EVIDENCE OF GRANT. All Optionsshall be evidenced by an Option Agreement. The Option Agreement shall include
such additional provisions as may be specified by the Committee which are not inconsistent with the provisions of this Section 7.1.

7.2 INCENTIVE STOCK OPTIONS. Incentive Stock Options granted under the Plan must comply with the following additional
rules, which in case of conflict shall control over other provisions of this Plan that might otherwise be applicable:

€) INDIVIDUAL DOLLARLIMITATION. The aggregate Fair Market Value (determined as of thetime an Optionis
granted) of all shares of Stock with respect to which Incentive Stock Options are first exercisable by a Participant in any calendar year may not
exceed one hundred thousand dollars ($100,000) or such other limitation asimposed by Section 422(d) of the Code, or any successor provision. To
the extent that Incentive Stock Options arefirst exercisable by a Participant in excess of such limitation, the excess shall be considered Options that
are not Incentive Stock Options.




(b) TEN PERCENT OWNERS. An Incentive Stock Option shall be granted to any individual who, at the date of grant, owns
stock possessing more than ten percent of the total combined voting power of all classes of stock of the Company only if such Option isgranted at
apricethat isnot less than 110% of the Fair Market Value on the date of grant and the Option is exercisable for no more than five years from the
date of grant.

(o) RIGHT TO EXERCISE. During a Participant’s lifetime, an Incentive Stock Option may be exercised only by the
Participant.

ARTICLE 8
CHANGESIN CAPITAL STRUCTURE

8.1 GENERAL.

(@ SHARES AVAILABLE FOR GRANT. Inthe event of any change in the number of shares of Stock outstanding by
reason of any stock dividend or split, recapitalization, merger, consolidation, combination or exchange of shares or similar corporate change, the
maximum aggregate number of shares of Stock with respect to which the Committee may grant Options shall be appropriately adjusted. In the event
of any change in the number of shares of Stock outstanding by reason of any other event or transaction, the Committee may, but need not, make
such adjustmentsin the number and class of shares of Stock with respect to which Options may be granted as the Committee may deem

appropriate.

(b) OUTSTANDING OPTIONS— INCREASE OR DECREASE IN ISSUED SHARESWITHOUT CONSIDERATION. Subject
to any required action by the shareholders of the Company, in the event of any increase or decrease in the number of issued shares of Stock
resulting from a subdivision or consolidation of shares of Stock or the payment of a stock dividend (but only on the shares of Stock), or any other
increase or decrease in the number of such shares effected without receipt or payment of consideration by the Company, the Committee shall
proportionally adjust the number of shares of Stock subject to each outstanding Option and the exercise price per share of Stock of each such
Option.

(c) OUTSTANDING OPTIONS— CERTAIN MERGERS. Subject to any required action by the shareholders of the Company,
in the event that the Company shall be the surviving corporation in any merger or consolidation (except a merger or consolidation as aresult of
which the holders of shares of Stock receive securities of another corporation), each Option outstanding on the date of such merger or
consolidation shall pertain to and apply to the securities which a holder of the number of shares of Stock subject to such Option would have
received in such merger or consolidation.

(d OUTSTANDING OPTIONS— CERTAIN OTHER TRANSACTIONS. Intheevent of (i) adissolution or liquidation of the
Company, (i) asale of all or substantially all of the Company’s assets, (iii) amerger or consolidation involving the Company in which the Company
isnot the surviving corporation or (iv) amerger or consolidation involving the Company, or any other reorganization transaction in which the
Company isthe surviving corporation but the holders of shares of Stock receive securities of another corporation and/or other property, including
cash, the Committee shall, in its absol ute discretion, have the power to:

(1) cancel, effectiveimmediately prior to the occurrence of such event, each Option outstanding immediately prior
to such event (whether or not then exercisable), and, in full consideration of such cancellation, pay to the Participant to whom such Option was
granted an amount in cash, for each share of Stock subject to such Option, respectively, equal to the excess of (A) the value, as determined by the
Committeeinits absolute discretion, of the property (including cash) received by the holder of a share of Stock as aresult of such event over (B)
the exercise price of such Option; or

(2) providefor the exchange of each Option outstanding immediately prior to such event (whether or not then
exercisable) for an option with respect to, as appropriate, some or all of the property for which such Stock is exchanged and, incident thereto, make
an equitable adjustment as determined by the Committee in its absolute discretion in the exercise price or value of the option, or the number of
shares or amount of property subject to the option, or, if appropriate, provide for a cash payment to the Participant to whom such Option was
granted in partial consideration for the exchange of the Option, or any combination thereof.




(e OUTSTANDING OPTIONS— OTHER CHANGES. In the event of any other change in the capitalization of the Company
or corporate change other than those specifically referred to in this Article, the Committee may, in its absol ute discretion, make such adjustmentsin
the number and class of shares subject to Options outstanding on the date on which such change occurs and in the per share exercise price of each
Option as the Committee may consider appropriate to prevent dilution or enlargement of rights.

)] NO ADDITIONAL SHAREHOLDER APPROVAL REQUIRED IN CERTAIN CASES. Except to the extent required by
applicable law, no adjustment in the number of shares subject to outstanding Options, and no adjustment in the number of shares available for
grant under this Plan, shall require additional shareholder approval, and all such future adjustments shall be deemed approved by the approval of
this Plan, to the extent that such adjustment, whether automatic or discretionary, is proportional to and accompanies an equivalent adjustment in
the number of shares held by the Company’s shareholders.

(9) NO OTHER RIGHTS. Except as expressly provided in the Plan, no Participant shall have any rights by reason of any
subdivision or consolidation of shares of stock of any class, the payment of any dividend, any increase or decrease in the number of shares of
stock of any class or any dissolution, liquidation, merger, or consolidation of the Company or any other corporation. Except as expressly provided
in the Plan, no issuance by the Company of shares of stock of any class, or securities convertibleinto shares of stock of any class, shall affect, and
no adjustment by reason thereof shall be made with respect to, the number of shares of Stock subject to an Option or the exercise price of any
Option.




ARTICLE9
AMENDMENT, MODIFICATION, AND TERMINATION

9.1 AMENDMENT, MODIFICATION, AND TERMINATION. At any time and from time to time, the Board may terminate, amend or
modify the Plan; provided, however, that the Board shall not, without the affirmative vote of the holder of a majority of the shares of each class of
voting stock of the Company, make any amendment which would (i) abolish the Committee without designating such other committee, change the
qualifications of its members, or withdraw the administration of the Plan from its supervision, (ii) except strictly as and to the extent provided in this
Plan and permitted by applicable law, increase the maximum number of shares of Stock for which Options may be granted under the Plan, (iii) amend
the formulafor determination of the exercise price of Options, (iv) extend the term of the Plan, and (v) amend the requirements as to the employees
eligibleto receive Options; and further provided that no other amendment shall be made without shareholder approval to the extent shareholder
approval is necessary to comply with any applicable law, regulations or stock exchangerule.

9.2 OPTIONSPREVIOUSLY GRANTED. Except as otherwise provided in the Plan, including without limitation, the provisions of
Article 8, no termination, amendment, or modification of the Plan shall adversely affect in any material way any Option previously granted under the
Plan, without the written consent of the Participant.

ARTICLE 10
GENERAL PROVISIONS

101 NORIGHTSTO OPTIONS. No Participant, employee, or other person shall have any claim to be granted any Option under the
Plan, and neither the Company, a Subsidiary nor the Committee is obligated to treat Participants, employees, and other persons uniformly.

102 NO STOCKHOLDERSRIGHTS. No Option givesthe Participant any of the rights of a stockholder of the Company unless and
until shares of Stock arein fact issued to such person in connection with such Option.

10.3 WITHHOLDING. The Company or a Subsidiary shall have the authority and the right to deduct or withhold, or require a
Participant to remit to the Company or a Subsidiary, an amount sufficient to satisfy Federal, state, and local taxes (including the Participant's FICA
obligation) required by law to be withheld with respect to any taxable event arising as aresult of thisPlan. A Participant may elect to have the
Company withhold from those shares of Stock that would otherwise be received upon the exercise of any Option, a number of shares having a Fair
Market Value equal to the minimum statutory amount necessary to satisfy the Company’s or a Subsidiary’s applicable federal, state, local and
foreign income and employment tax withholding obligations.

104 NORIGHT TO EMPLOYMENT OR SERVICES. Nothing inthe Plan or any Option Agreement shall interfere with or limit in any
way theright of the Company, a Subsidiary or any of their affiliates or subsidiaries to terminate any Participant’s employment or services at any
time, nor confer upon any Participant any right to continue in the employ of the Company, a Subsidiary or such affiliates or subsidiaries.

10.5 INDEMNIFICATION. To theextent allowable under applicable law, each member of the Committee or of the Board shall be
indemnified and held harmless by the Company and any of its applicable subsidiaries from any loss, cost, liability, or expense that may be imposed
upon or reasonably incurred by such member in connection with or resulting from any claim, action, suit, or proceeding to which he or she may bea
party or in which he or she may beinvolved by reason of any action or failure to act under the Plan and against and from any and all amounts paid
by him or her in satisfaction of judgment in such action, suit, or proceeding against him or her provided he or she gives the Company an
opportunity, at its own expense, to handle and defend the same before he or she undertakes to handle and defend it on his or her own behalf. The
foregoing right of indemnification shall not be exclusive of any other rights of indemnification to which such persons may be entitled under the
Company’s or any of its applicable subsidiaries’ Articles of Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the
Company or any of its applicable subsidiaries may have to indemnify them or hold them harmless.




106 FRACTIONAL SHARES. Nofractional shares of stock shall be issued and the Committee shall determine, in its discretion,
whether cash shall be given in lieu of fractional shares or whether such fractional shares shall be eliminated by rounding up or down as appropriate.

10.7 GOVERNMENT AND OTHER REGULATIONS. The obligation of the Company to transfer shares of Stock shall be subject to
all applicable laws, rules, and regulations, and to such approvals by government agencies as may berequired. The Company shall be under no
obligation to register, under the Securities Act of 1933, as amended, or any other federal or state securitieslaws, any of the shares of Stock
transferred under the Plan. |f the shares paid under the Plan may in certain circumstances be exempt from registration under the Securities Act of
1933, as amended, or applicable state laws, the Company may restrict the transfer of such sharesin such manner as it deems advisable to ensure the
availability of any such exemption.

10.8 RECOVERY. Plan benefits shall be subject to recovery by the Company under any clawback, recovery, recoupment or similar
policy hereafter adopted or continued by the Company, whether in connection with Section 954 of the Dodd-Frank Wall Street Reform and
Consumer Protection Act, as amended from time to time, or otherwise required by law.

109 GOVERNING LAW. The Plan and the terms of all Options shall be construed in accordance with and governed by the laws of
the Commonwealth of Pennsylvaniawithout regard to rules of choice of law or conflict of laws, except to the extent such laws may be pre-empted by
the federal laws of the United States of America.
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Exhibit 10.7
AMENDED AND RESTATED

CUSTOMERSBANCORP, INC.
2004 INCENTIVE EQUITY
AND
DEFERRED COMPENSATION PLAN

ARTICLE 1
PURPOSE

11 GENERAL. The purpose of the Amended and Restated Customers Bancorp, Inc. 2004 Incentive Equity and Deferred
Compensation Plan (the “Plan”) is to promote the success and enhance the value of Customers Bancorp, Inc. (the “Company”) by linking the
personal interests of directors, employees, officers and executives of the Company and Subsidiaries of the Company (“ Subsidiaries’) to those of
Company shareholders and by providing such individuals with an incentive for outstanding performance in order to generate superior returnsto
shareholders of the Company. The Plan is further intended to provide flexibility to the Company and the Subsidiariesin their ability to motivate,
attract, and retain the services of directors, employees, officers, and executives upon whose judgment, interest, and special effort the successful
conduct of the Company’s and the Subsidiaries operations are largely dependent.

ARTICLE 2
EFFECTIVE DATE AND TERM

21 EFFECTIVE DATE. The Plan became effective as of September 6, 2011, the date it was approved by the shareholders of the Bank
(the “Effective Date”). The Plan has been amended by the Board to reflect the terms of the Plan of Merger and Reorganization approved by the
shareholders of the Bank, which became effective as of September 17, 2011.

2.2 TERM. Unless sooner terminated by the Board, the Plan shall terminate on the Plan Termination Date, and no Awards may be
granted under the Plan thereafter. The termination of the Plan shall not affect any Award that is outstanding on the termination date, without the
consent of the Participant.

ARTICLE 3
DEFINITIONSAND CONSTRUCTION



31 DEFINITIONS. When aword or phrase appears in this Plan with theinitial letter capitalized, and the word or phrase does not
commence a sentence, the word or phrase shall generally be given the meaning ascribed to it in this Section or in Sections 1.1 or 2.1 unless aclearly
different meaning is required by the context. The following words and phrases shall have the following meanings:

@ “Award” means any Option, Stock Appreciation Right, Restricted Stock Award, Unrestricted Stock Award, or
Performance-Based Award granted to a Participant under the Plan.

(b) “Award Agreement” means awriting, in such form as the Committee in its discretion shall prescribe, evidencing an
Award.

(©) “Bank” means Customers Bank.

(d) “Board” meansthe board of directors of the Company.

(e “Cause” means actions of or failure to act by a Participant which would authorize the forfeiture of fringe benefits or other

remuneration under hisor her written contract of employment with the Company or a Subsidiary or, if thereis no written contract of employment,
and with respect to non-employee Directors, (i) willful misconduct materialy injuriousto the Company or a Subsidiary; (ii) dishonesty, (iii) the
commission of acrime, or (iv) gross negligence of the Participant in the performance of his or her duties.




) “Changein Control” means:

(@D} the acquisition by a person or persons acting in concert of the power to vote twenty-five percent (25%) or more
of aclass of the Company’s voting securities;

2 the acquisition by a person of the power to direct the Company’s management or policies, if the Board or the
Company's or a Subsidiary’s primary federal regulator has made a determination that such acquisition constitutes or will constitute an acquisition
of control of the Company or a Subsidiary for the purposes of the Change in Bank Control Act or other similar law and the regul ations thereunder;

3 during any period of two (2) consecutive years, individuals who at the beginning of such period constitute the
members of the Board cease, for any reason, to constitute at |east a majority thereof, unless the election of each director who was not a director at
the beginning of such period has been approved in advance by directors representing at |east two-thirds (2/3) of the directors then in office who
were directorsin office at the beginning of the period; provided, however, that for purposes of this clause (3), each director who isfirst elected to
the Board (or first nominated by the Board for election by the shareholders) with the approval of at |east two-thirds (2/3) of the directors who were
directors at the beginning of the period shall be deemed to be adirector at the beginning of the two-year period;

4 the Company shall have merged into or consolidated with another corporation, or merged another corporation
into the Company, on a basis whereby less than fifty percent (50%) of the total voting power of the surviving corporation is represented by shares
held by persons who were shareholders of the Company immediately before the merger or consolidation; or

5) the Company shall have sold to another person substantially all of the Company’s assets.

Theterm “person” refersto an individual, corporation, partnership, trust, association, joint venture, pool, syndicate, sole proprietorship,
unincorporated organization or other entity.

(9) “Code” meansthe Internal Revenue Code of 1986, as amended, and regulations promul gated thereunder.

(h) “Committee” means the committee of the Board described in Article 4.

(@) “Company” means Customers Bancorp., Inc.

) “Covered Employee’ means an Employee who isa* covered employee” within the meaning of Section 162(m) of the Code.

(k) “Deferred Compensation Account” means the bookkeeping account established for each Participant pursuant to Section
12.2 of thisPlan.

() “Director” means amember of the Board.

(m) “Disability” shall have the meaning set forth in Section 22(€)(3) of the Code.

(n) “Distribution Event” means an event as aresult of which a Participant is entitled to receive the balance of hisor her
Deferred Compensation Account pursuant to Section 12.3 of this Plan, namely (i) with respect to a Participant who is an employee of the Company
or aSubsidiary and the portion of his or her Deferred Compensation Account attributable to an Award or other compensation earned as an
employee, the date the Participant terminates his or her employment with the Company or a Subsidiary, and (ii) with respect a Participant whoisa
Director and the portion of his or her Deferred Compensation Account attributable to an Award or other compensation earned as a Director, the
earlier of (A) the date the Participant terminates his or her service as a Director, or (B) the Participant’s attainment of the age specified (not younger
than age 55) in an election form filed by the Participant with the Committee at such time as he or she first becomes eligible to defer compensation
pursuant to Article 12 of this Plan.




(o) "Employee" shall mean an individua who is an employee of the Company or a Subsidiary under general common law
principles. Anindividual who isan "Employee," as so defined, may also be amember of the Board or the board of directors of a Subsidiary (but not
aNon-Employee Director).

(p) “Exchange Act” means the Securities Exchange Act of 1934, as amended, and the regulations promul gated thereunder.

(9 “Fair Market Value” means, as of any given date, the fair market value of Stock on a particular date determinedin
accordance with the requirements of Section 422 of the Code.

(n “Incentive Stock Option” means an Option that isintended to meet the requirements of Section 422 of the Code or any
successor provision thereto.

(s “Non-Employee Director” means amember of the Board who is not an Employee.

® “Non-Qualified Stock Option” means an Option that is not intended to be an Incentive Stock Option.

(u) “Option” means aright granted to a Participant under Article 7 of the Plan to purchase Stock at a specified price during

specified time periods. An Option may be either an Incentive Stock Option or a Non-Qualified Stock Option.

(V) “Participant” means a person who, as a Director or an employee, officer, or executive of the Company or a Subsidiary, has
been granted an Award under the Plan, or who has been designated as eligible to make an election to defer compensation under this Plan.

(w) “Performance-Based Awards’ means Stock Awards granted to selected Covered Employees pursuant to Article 9, but
which are subject to the terms and conditions set forth in Article 10. All Performance-Based Awards are intended to qualify as“ performance-based
compensation” under Section 162(m) of the Code.

(x) “Performance Criteria” means the criteriathat the Committee selects for purposes of establishing the Performance Goal or
Performance Goals for a Participant for a Performance Period. The Performance Criteriathat will be used to establish Performance Goals may include,
but shall not be limited to, one or more of the following: pre- or after-tax net earnings, sales growth, operating earnings, operating cash flow,
working capital, return on net assets, return on stockholders' equity, return on assets, return on capital, Stock price growth, stockholder returns,
gross or net profit margin, earnings per share, price per share of Stock, and market share, any of which may be measured either in absolute terms or
as compared to any incremental increase or as compared to results of apeer group. The Committee shall, within the time prescribed by Section 162
(m) of the Code, define in an objective fashion the manner of calculating the Performance Criteriait selectsto use for such Performance Period for
such Participant.

(y) “Performance Goals’ means, for a Performance Period, the goal s established in writing by the Committee for the
Performance Period based upon the Performance Criteria. Depending on the Performance Criteria used to establish such Performance Goals, the
Performance Goals may be expressed in terms of overall Company performance or the performance of a division, business unit, or anindividual. The
Committee, in its discretion, may, within the time prescribed by Section 162(m) of the Code, adjust or modify the calculation of Performance Goals for
such Performance Period in order to prevent the dilution or enlargement of the rights of Participants (i) in the event of, or in anticipation of, any
unusual or extraordinary corporate item, transaction, event, or development, or (ii) in recognition of, or in anticipation of, any other unusual or
nonrecurring events affecting the Company, or the financial statements of the Company, or in response to, or in anticipation of, changesin
applicable laws, regulations, accounting principles, or business conditions.




(2 “Performance Period” means the one or more periods of time, which may be of varying and overlapping durations, as
the Committee may select, over which the attainment of one or more Performance Goals will be measured for the purpose of determining a
Participant’sright to, and the payment of, a Performance-Based Award.

(aq) “Plan” means the Amended and Restated Customers Bancorp, Inc. 2004 Incentive Equity and Deferred Compensation
Plan as set forth herein.

(bb) “Plan Termination Date” means the date that isten (10) years after the Effective Date.

(co) “Restricted Stock Award” means Stock granted to a Participant under Article 9 that is subject to certain restrictions and

torisk of forfeiture.

(dd) “Stock” means the common stock of the Company and such other securities of the Company or another entity which
may be substituted for Stock pursuant to Article 13.

(ee) “Stock Appreciation Right” or “ SAR” means aright granted to a Participant under Article 8 to receive a payment egqual
to the difference between the Fair Market Value of a share of Stock as of the date of exercise of the SAR over the grant price of the SAR, al as
determined pursuant to Article 8.

(ff) “Stock Award” means a Restricted Stock Award or an Unrestricted Stock Award.
(09) “Subsidiary” means asubsidiary corporation with respect to the Company as described in Section 424(f) of the Code.
(hh) “Unrestricted Stock Award” means Stock granted to a Participant under Article 9 that is not subject to restrictions or a
risk of forfeiture.
ARTICLE 4

ADMINISTRATION

4.1 COMMITTEE; BOARD APPROVAL. ThePlan shall be administered by the Committee, which shall be the Compensation
Committee of the Board. Notwithstanding any other provision of the Plan, during any period in which the Company may be subject to the Exchange
Act, either: (i) the Committee shall consist of at least two individuals and each member of the Committee shall qualify as a Non-Employee Director;
or (ii) (A) at least two members of the Committee must qualify as Non-Employee Directors, (B) any member of the Committee who does not qualify
as a“Non-Employee Director” may not participate in any action of the Committee with respect to any Option awarded under the Plan, and (C) the
Plan shall be deemed to be administered by the full Board, the actions of the Committee under the Plan shall be deemed merely advisory to the
Board, and the Board’s approval shall be required for all actions of the Committee under the Plan, including without limitation the grant of each
Award. To the extent necessary or desirable (as may be determined by the Board from time to time) each member of the Committee shall also qualify
as an “outside director” under Code Section 162(m) and the regulationsissued thereunder. The members of the Committee shall meet such
additional criteriaas may be necessary or desirable to comply with regulatory or stock exchange rules or exemptions. The Company will pay all
reasonabl e expenses of the Committee.




42 AUTHORITY OF COMMITTEE. Subject to any specific designation in the Plan, the Committee (or the Board, in cases where the
Board administers the Plan pursuant to Section 4.1) has the exclusive power, authority and discretion to:

@ Designate Participants to receive Awards;

(b) Determine the type or types of Awardsto be granted to each Participant;

(©) Determine the number of Awards to be granted and the number of shares of Stock to which an Award will relate;

(d) Determine the terms and conditions of any Award granted under the Plan including but not limited to, the exercise price,

grant price, or purchase price, any restrictions or limitations on the Award, any schedule for lapse of forfeiture restrictions or restrictions on the
exercisability of an Award, and accelerations or waivers thereof, based in each case on such considerations as the Committee in its sole discretion
determines;

(e Amend, modify, or terminate any outstanding Award, with the Participant’s consent unless the Committee has the
authority to amend, modify, or terminate an Award without the Participant’s consent under any other provision of the Plan.

()] Determine whether, to what extent, and under what circumstances an Award may be settled in, or the exercise price of an
Award may be paid in, cash, Stock, other Awards, or other property, or an Award may be canceled, forfeited, or surrendered;

(9) Prescribe the form of each Award Agreement, which need not be identical for each Participant;
(h) Decide al other matters that must be determined in connection with an Award,;
@) Establish, adopt, revise, amend or rescind any guidelines, rules and regulations as it may deem necessary or advisable to

administer the Plan; and

@) Interpret the terms of, and rule on any matter arising under, the Plan or any Award Agreement;

(k) Make al other decisions and determinations that may be required under the Plan or as the Committee deems necessary or
advisable to administer the Plan, including but not limited to, the determination of whether and to what extent any Performance Goals have been

achieved; and

()] Retain counsel, accountants and other consultantsto aid in exercising its powers and carrying out its duties under the
Plan.

43 DECISIONSBINDING. The Committe€' sinterpretation of the Plan, any Awards granted under the Plan, any Award Agreement
and all decisions and determinations by the Committee with respect to the Plan shall (if approved or ratified by the Board during any period when
the Board is deemed to administer the Plan pursuant to Section 4.1) be final, binding, and conclusive on all parties and any other persons claiming
an interest in any Award or under the Plan.

ARTICLES
SHARES SUBJECT TO THE PLAN

51 NUMBER OF SHARES. Subject to adjustment provided in Section 13.1, the aggregate number of shares of Stock reserved and
available for grant under the Plan, in addition to any shares of Stock that become available by reason of the lapse of an Award granted prior to the
Effective date, shall be 500,000 shares.




5.2 LAPSED AWARDS. To the extent that an Award terminates, is cancelled, expires, lapses or isforfeited for any reason, including,
but not limited to, the failure to achieve any Performance Goals, any shares of Stock subject to the Award will again be available for the grant of an
Award under the Plan; however, shares subject to an Award granted prior to the Effective Date may not again be available for the grant of an
Award after the Plan Termination Date.

53 STOCK DISTRIBUTED. Any Stock distributed pursuant to an Award may consist, in whole or in part, of authorized and
unissued Stock, treasury Stock or Stock purchased on the open market.

5.4 LIMITATION ON NUMBER OF SHARES SUBJECT TO AWARDS. Notwithstanding any provision in the Plan to the contrary,
and subject to the adjustment in Section 13.1, but subject to any restrictions of applicable law and the other terms and conditions of the Plan, the
maximum number of shares of Stock with respect to Options and Stock Appreciation Rights that may be granted to any one Participant during a
fiscal year of the Company shall be 83,334 shares.

ARTICLE 6
ELIGIBILITY AND PARTICIPATION

6.1 ELIGIBILITY. Employeesand Non-Employee Directors shall be potentially eligible to receive Awards under the Plan. In making
determinations regarding the potential eligibility of any Employee or Non-Employee Director, the Board may take into account the nature of the
services rendered by such Employee or Non-Employee Director, their present and potential contributions to the Company’s or the Bank's success
and such other factors as the Committee in its discretion shall deem relevant.

6.2 ACTUAL PARTICIPATION. Subject to the provisions of the Plan, the Committee may, from time to time, select from among all
eligibleindividuals those to whom Awards shall be granted and shall determine the nature and amount of each Award. No individual shall have any
right to be granted an Award under this Plan.

ARTICLE 7
STOCK OPTIONS
7.1 GENERAL. The Committeeisauthorized to grant Optionsto Participants on the following terms and conditions:
@ EXERCISE PRICE. The exercise price per share of Stock under an Option shall be the Fair Market Value as of the date of
grant.
(b) TERM OF OPTION. No Option shall be exercisable after the date that is 10 years from the dateit is granted.

(© TIME AND CONDITIONS OF EXERCISE. Except as provided herein, the Committee shall determine the time or times at
which an Option may be exercised in whole or in part. The Committee shall also determine the performance or other conditions, if any, that must be
satisfied before al or part of an Option may be exercised. An Option will lapse immediately if a Participant’s employment or service asaDirector is
terminated for Cause.

(d) TRANSFERABILITY. Each Option granted under the Plan shall, by itsterms, not be transferable otherwise than by will
or the laws of descent and distribution. Notwithstanding the foregoing, or any other provision of this Plan, a Participant who holds Options may
transfer such Options (but not Incentive Stock Options) to his or her spouse, lineal ascendants, lineal descendants, or to aduly established trust
for the benefit of one or more of these individuals. Options so transferred may thereafter be transferred only to the Participant who originally
received the grant or to an individual or trust to whom the Participant could have initially transferred the Options pursuant to this Section 7.1
(d). Optionswhich are transferred pursuant to this Section 7.1(d) shall be exercisable by the transferee according to the same terms and conditions
as applied to the Participant (for example, such Options shall terminate automatically, upon the termination of employment or service as a Director of
the Participant for Cause).




(e PAYMENT. An Option shall be exercised by giving awritten notice to the Chief Executive Officer of the Company
stating the number of shares of Stock with respect to which the Option is being exercised and containing such other information as the Committee
may reguire and by tendering payment therefore with a cashier's check, certified check, or with existing holdings of Stock held for more than six
months. In addition, if the terms of a Stock Option so provide, the optionee may pay the exercise price by directing the Company to withhold from
those shares of Common Stock that would otherwise be received upon the exercise of the Stock Option that number of shares of Common Stock
having an aggregate fair market value as of the date of exercise equal to the Stock Option’s exercise price, or the applicable portion of the Stock
Option’s exercise priceif the Stock Option is not exercised in full. The shares of Common Stock so withheld shall not be deemed to have been
issued for purposes of the aggregate-share limitation set forth in Section 4, above.

® EVIDENCE OF GRANT. All Options shall be evidenced by an Award Agreement. The Award Agreement shall include
such additional provisions as may be specified by the Committee.

72 INCENTIVE STOCK OPTIONS. Incentive Stock Options shall be granted only to employees of the Company or “subsidiary
corporations” with respect to the Company, within the meaning of Section 424 of the Code, and the terms of any Incentive Stock Options granted
under the Plan must comply with the following additional rules, which in case of conflict shall control over other provisions of this Plan that might
otherwise be applicable:

@ EXERCISE. Inno event may any Incentive Stock Option be exercisable for more than ten years from the date of its grant.

(b) INDIVIDUAL DOLLARLIMITATION. The aggregate Fair Market Va ue (determined as of the time an Award is made)
of al shares of Stock with respect to which Incentive Stock Options are first exercisable by a Participant in any calendar year may not exceed
$100,000 or such other limitation asimposed by Section 422(d) of the Code, or any successor provision. To the extent that Incentive Stock Options
arefirst exercisable by a Participant in excess of such limitation, the excess shall be considered Non-Qualified Stock Options.

(© TEN PERCENT OWNERS. An Incentive Stock Option shall be granted to any individual who, at the date of grant, owns
stock possessing more than ten percent of the total combined voting power of all classes of stock of the Company only if such Option is granted at
apricethat isnot lessthan 110% of Fair Market VValue on the date of grant and the Option is exercisable for no more than five years from the date of
grant.

(d) RIGHT TO EXERCISE. During a Participant’s lifetime, an Incentive Stock Option may be exercised only by the
Participant.

ARTICLE 8
STOCK APPRECIATION RIGHTS

81 GRANT OF SARS. The Committee isauthorized to grant SARs to Participants on the following terms and conditions:

@) RIGHT TO PAYMENT. Upon the exercise of a Stock Appreciation Right, the Participant to whom it is granted has the
right to receive the excess, if any, of:

(D] The Fair Market Value of ashare of Stock on the date of exercise; over




(2 The grant price of the Stock Appreciation Right as determined by the Committee, which shall not be less than
the Fair Market Value of ashare of Stock on the date of grant.

(b) OTHER TERMS. All such Awards shall be evidenced by an Award Agreement. The terms, methods of exercise,
methods of settlement, form of consideration payable in settlement, and any other terms and conditions of any Stock Appreciation Right shall be
determined by the Committee at the time of the grant of the Award and shall be reflected in the Award Agreement, except that in al events a Stock
Appreciation Right granted in tandem with an Incentive Stock Option shall be exercisable only when the underlying Incentive Stock Option may be
exercised. For purposes of the Plan, a Stock Appreciation Right shall be considered to be granted in tandem with an Incentive Stock Option if the
exercise of oneresultsin an automatic forfeiture of the other, or if the exercise of one results in the automatic exercise of the other.

ARTICLE9
STOCK AWARDS

9.1 GRANT OF STOCK. The Committee isauthorized to grant Unrestricted Stock Awards and Restricted Stock Awardsto
Participants in such amounts and subject to such terms and conditions as determined by the Committee. All such Awards shall be evidenced by an
Award Agreement.

9.2 ISSUANCE AND RESTRICTIONS. An Unrestricted Stock Award may provide for atransfer of shares of Stock to a Participant at
thetime the Award is granted, or it may provide for adeferred transfer of shares of Stock subject to conditions prescribed by the
Committee. Restricted Stock Awards shall be subject to such restrictions on transferability and risks of forfeiture as the Committee may
impose. These restrictions and risks may lapse separately or in combination at such times, under such circumstances, in such installments, or
otherwise, as the Committee determines at the time of the grant of the Award or thereafter.

9.3 FORFEITURE. Except as otherwise determined by the Committee at the time of the grant of the Award or thereafter, upon
termination of employment or service as a Director during the applicable restriction period, Stock subject to a Restricted Stock Award that is at that
time subject to restrictions shall be forfeited, provided, however, that the Committee may provide in any Restricted Stock Award that restrictions or
forfeiture conditions relating to the Stock will be waived in whole or in part in the event of terminations resulting from specified causes, and the
Committee may in other caseswaivein whole or in part restrictions or forfeiture conditions rel ating to the Stock.

9.4 CERTIFICATESFOR RESTRICTED STOCK. Restricted Stock Awards granted under the Plan may be evidenced in such
manner asthe Committee shall determine. |If certificates representing shares of Stock subject to Restricted Stock Awards are registered in the name
of the Participant, certificates must bear an appropriate legend referring to the terms, conditions, and restrictions applicabl e to such shares, and the
Bank may, at itsdiscretion, retain physical possession of the certificate until such time as all applicable restrictions |apse.

ARTICLE 10
PERFORMANCE-BASED AWARDS

10.1 PURPOSE. The purpose of this Article 10 isto provide the Committee the ability to qualify the Awards under Article9 as
“performance-based compensation” under Section 162(m) of the Code. If the Committee, in itsdiscretion, decides to grant a Performance-Based
Award to a Covered Employee, the provisions of this Article 10 shall control over any contrary provision contained in Article 9.

10.2 APPLICABILITY. ThisArticle 10 shall apply only to those Covered Employees selected by the Committee to receive
Performance-Based Awards. The Committee may, in its discretion, grant Awards other than Performance-Based Awards to Covered Employees that
do not satisfy the requirements of this Article 10. The designation of a Covered Employee as a Participant for a Performance Period shall not in any
manner entitle the Participant to receive an Award for the period. Moreover, designation of a Covered Employee as a Participant for a particular
Performance Period shall not require designation of such Covered Employee as a Participant in any subsequent Performance Period and designation
of one Covered Employee as a Participant shall not require designation of any other Covered Employees as a Participant in such period or in any
other period.




10.3 DISCRETION OF COMMITTEE WITH RESPECT TO PERFORMANCE AWARDS. With regard to aparticular Performance
Period, the Committee shall have full discretion to select the length of such Performance Period, the type of Performance-Based Awardsto be
issued, the kind and/or level of the Performance Goal, and whether the Performance Goal isto apply to the Company or any division or business
unit thereof or to particular Participants or other individuals.

104 PAYMENT OF PERFORMANCE-BASED AWARDS. Unless otherwise provided in the relevant Award Agreement, a
Participant must be employed by the Company or a Subsidiary on the last day of the Performance Period to be eligible for a Performance-Based
Award for such Performance Period. In determining the actual size of an individual Performance-Based Award, the Committee may reduce or
eliminate the amount of the Performance-Based Award earned for the Performance Period, if in its sole and absol ute discretion, such reduction or
elimination is appropriate.

10.5 SHAREHOL DER APPROVAL . TheBoard shall disclose to the shareholders of the Company the material terms of any
Performance-Based Award, and shall seek approval of the shareholders of the Performance-Based Award before any Stock istransferred to a
Participant, or before any restrictions with respect to same lapse, pursuant to the Award. The Committee shall certify that the Performance Goals
with respect to any Performance - Based Award have been achieved before any Stock istransferred to a Participant, or before any restrictions with
respect to same lapse. Such disclosure, approval and certification shall be effected in accordance with the requirements of Section 162(m)(4)(C) of
the Code.

ARTICLE 11
PROVISIONSAPPLICABLE TO AWARDS

111 STAND-ALONE AND TANDEM AWARDS. Awards granted under the Plan may, in the discretion of the Committee, be granted
either alone, in addition to, or in tandem with, any other Award granted under the Plan. Awards granted in addition to or in tandem with other
Awards may be granted either at the sametime as or at adifferent time from the grant of such other Awards.

112 EXCHANGE PROVISIONS. The Committee may at any time offer to exchange or buy out any previously granted Award for a
payment in cash, Stock, or another Award, based on the terms and conditions the Committee determines and communicates to the Participant at the
time the offer ismade.

11.3 TERM OF AWARD. Theterm of each Award shall be for the period as determined by the Committee, provided that in no event
shall the term of any Incentive Stock Option or a Stock Appreciation Right granted in tandem with an Incentive Stock Option exceed a period of ten
years from the date of its grant.

114 LIMITSON TRANSFER. Noright or interest of a Participant in any Award may be pledged, encumbered, or hypothecated to or
in favor of any party other than the Company, or shall be subject to any lien, obligation, or liability of such Participant to any other party other than
the Company; provided, however, that the foregoing shall not be deemed to imply any obligation of the Company to lend against or accept alien or
pledge of any Award for any reason. No Award shall be assignable or transferable by a Participant other than by will or the laws of descent and
distribution, except that the Committee, in its discretion, may permit a Participant to make a gratuitous transfer of an Award that is not an Incentive
Stock Option or a Stock Appreciation Right granted in tandem with an Incentive Stock Option to hisor her spouse, lineal descendants, lineal
ascendants, or aduly established trust for the benefit of one or more of these individuals.




115 BENEFICIARIES. Notwithstanding Section 11.4, a Participant may, if and to the extent, and in such manner as may be
determined by the Committee from time to time, designate a beneficiary to exercise the rights of the Participant and to receive any distribution with
respect to any Award upon the Participant’s death. A beneficiary, legal guardian, legal representative, or other person claiming any rights under
the Plan is subject to all terms and conditions of the Plan and any Award applicable to the Participant, except to the extent the Plan and Award
otherwise provide, and to any additional restrictions deemed necessary or appropriate by the Committee. If no beneficiary has been designated or
survives the Participant, payment shall be made to the Participant’s estate. Subject to the foregoing, if a Participant isentitled to designate a
beneficiary, abeneficiary designation may be changed or revoked by a Participant at any time in accordance with any procedures or conditions
established by the Committee from time to time, provided the change or revocation isfiled with the Committee.

116 STOCK CERTIFICATES. Notwithstanding anything herein to the contrary, the Company shall not be required to issue or
deliver any certificates evidencing shares of Stock pursuant to the exercise of any Awards, unless and until the Board has determined, with advice
of counsel, that the issuance and delivery of such certificatesisin compliance with all applicable laws, regulations of governmental authorities and,
if applicable, the requirements of any exchange on which the shares of Stock are listed or traded as well as the terms of this Plan and any other
terms, conditions or restrictions that may be applicable. All Stock certificates delivered under the Plan are subject to any stop-transfer orders and
other restrictions as the Committee deems necessary or advisable to comply with Federal, state, or foreign jurisdiction, securities or other laws, rules
and regulations and the rules of any national securities exchange or automated quotation system on which the Stock islisted, quoted, or
traded. The Committee may place legends on any Stock certificate to reference restrictions applicable to the Stock. In addition to the terms and
conditions provided herein, the Board may require that a Participant make such reasonable covenants, agreements, and representations as the
Board, in its discretion, deems advisable in order to comply with any such laws, regulations, or requirements.

ARTICLE 12
DEFERRAL OF COMPENSATION

121 RIGHT TO DEFER COMPENSATION.

@ TYPES OF DEFERRALS. Any Participant designated by the Board or by the Committee may elect to defer (i) al or any
portion of the Participant's salary, (ii) any percentage of afiscal year bonus determined by the Board or other duly constituted authority or delegate
to be payable to such Participant, or (iii) all or any portion of the Participant’s director’ sfees. Such election shall remainin forcefor al future years,
to the extent applicable, until modified or revoked. In addition, the Committee, in its discretion, may permit a Participant to elect to defer hisor her
receipt of the payment of cash or the delivery of shares of Stock that would otherwise be due to such Participant pursuant to an Award. Any
election under this Section 12.1 shall be made by written notice delivered to the Board or Committee, specifying the amount (or percentage) of salary
and/or bonus and/or directors' fees and/or the Award to be deferred.

(b) TIMING OF ELECTIONS. A Participant may, at any time within 30 days of first becoming eligible to participatein this
Plan, make an election to defer salary or director’s fees earned after such election. Any increase or decrease in future deferrals of salary or
director’s fees earned during a calendar year must be made prior to such calendar year. A Participant may make an initial election to defer abonus
for afiscal year, or may elect to increase or decrease the amount of afiscal year bonusto be deferred, if such election is made prior to such fiscal
year. A Participant may make an election to defer the receipt of cash or shares of Stock otherwise payable or transferabl e to the Participant
pursuant to an Award in accordance with the terms of such Award.
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12.2 DEFERRED COMPENSATION ACCOUNTS.

@ ESTABLISHMENT OF ACCOUNTS. A Deferred Compensation Account in the name of each Participant who has
elected to defer compensation under the Plan shall be established and maintained as a special ledger account on the books of the Company. On the
last day of each calendar month in which salary or director’s fees deferred under this Plan would have become payable to a Participant (in the
absence of an election to defer payment thereof), the amount of such deferred salary or director’s fees shall be credited to the Participant's Deferred
Compensation Account. On the last day of the month in which the bonuses deferred under this Plan would have become payable to a Participant in
the absence of an election to defer payment thereof, the amount of such deferred bonus shall be credited to the Participant's Deferred
Compensation Account. On thelast day of the month in which an Award would have otherwise become payable or transferable to a Participant in
the absence of an election to defer receipt thereof, the amount of such deferred Award shall be credited to the Participant’s Deferred Compensation
Account.

(b) DEEMED INVESTMENT OF ACCOUNT BALANCE.

(D] Except as otherwise provided by the terms of an Award, the Participant shall, at the time of making a deferred
compensation election under this Plan, make an election directing the Company to credit to the Deferred Compensation Account in that calendar
year based upon the options made available by the Board or designated Committee which options may include either cash, Stock, or acombination
of cash and Stock equal in value to the amount of the current year's salary or bonus deferred under the Plan. 1n addition to cash or Stock, the Board
or the Committee may offer to the Participant such deemed investment options asit shall decide are appropriate. Such investment options may
include deemed investmentsin individual stocks or bonds, mutual funds, and such other investment options as the Board or Committee may
choose. The Board or Committee shall not be required to offer the same deemed investment options to each Participant but may restrict certain
investment options to designated Participants. In the absence of a contrary €lection by a Participant, the amount credited to a Deferred
Compensation Account shall be credited as cash.

2 If the Participant directs that any amount credited to the Deferred Compensation account be credited in the
form of Stock, the Board shall credit to the Deferred Compensation Account sufficient shares of Stock equal in value to the Deferred Compensation
Account balance, or such lesser amount as the Participant shall direct. The value of such Stock shall be determined in accordance with avaluation
methodology approved by the Board or by the Committee. Except as provided in Section 12.4, such Stock credited to the Deferred Compensation
Account shall merely constitute a bookkeeping entry of the Company, and (except as provided herein) the Participant shall have no voting,
dividend, or other legal or economic rights with respect to such Stock. At the end of each fiscal quarter, an amount equivalent to all dividends
which would otherwise have been payable with respect to such Stock shall be credited to the Deferred Compensation Account as additional
Stock. The amount of the Participant's Deferred Compensation Account that is credited as cash shall accrueinterest at arate no less than the
money market deposit account rate charged by the Bank to its depositors (as such rate may change from timeto time) and shall not exceed the
highest rate paid on Individual Retirement Accounts (“IRAS") by the Bank plus two percent (2%). Such interest with respect to a Deferred
Compensation Account shall be credited to such account quarterly, based on the weighted average daily prime rate or the IRA rate for the three (3)
month period ending on the last day of the quarter.

3 The Participant shall elect the portion of their deferral to be allocated to Stock or cash or such other option as
made available by the Board at the time of making such election to defer compensation. Such allocation may not be amended with respect to such
deferral without the approval of the Committee. Any allocation to Stock shall be paid in the form of Stock. No Participant will be granted the right
to take payment of the Stock in cash rather than in shares.

4 If, at any time, the deferral of a Participant is allocated to Stock, and such Participant would otherwise be

deemed to have violated the short-swing profit rules of Section 16(b) of the Exchange Act through such allocation, the allocation to Stock shall be
void and such allocation shall default to cash.
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12.3 PAYMENT OF DEFERRED COMPENSATION.

@ IN GENERAL. Amounts credited to a Participant’s Deferred Compensation Account shall be payable upon the
Participant’s Distribution Event. The Participant shall determine the method of distributing the amountsin the Deferred Compensation Account at
the time thefirst election to participate in the Plan is made, which shall be either asingle distribution or a series of up to ten (10) consecutive,
substantially equal annual installments paid to such Participant or his or her beneficiary, asthe case may be, on or before January 15 of each year,
commencing in the year following the Distribution Event. If no such election is made, the method of distribution shall be determined solely by the
Board. If the Participant has elected to receive installment distributions, and less than the full value of the Participant’s Deferred Compensation
Account balance has been distributed as of the date of his or her death, the balance shall be paid to the Participant’s beneficiary in accordance with
the same method in effect at the Participant’s death, except that the beneficiary may elect, with the consent of the Committee, to receive the balance
of the Deferred Compensation Account in asingle lump sum. For purposes of this Article 12, a Participant’s “beneficiary” shall mean the person or
persons designated by the Participant pursuant to Section 11.5 of this Plan, or, in the absence of such designation or if no such person survivesthe
Participant, the Participant’s estate. If any portion of the Participant's Deferred Compensation Account is credited with Stock, then distributions
from that portion of the Deferred Compensation Account shall be made directly in the form of Stock. Undistributed amounts shall continueto earn
interest or accrue dividends, as the case may be, as provided in accordance with this Plan.

(b) MODIFICATION OF PAYMENT TERMS. A Participant may change a Distribution Election at any time at least sixty (90)
days prior to aDistribution Event.

(c) CHANGE IN CONTROL. Inthe event of aChangein Control, a Participant shall be permitted to elect to receivea
distribution of al or aportion of his or her Deferred Compensation Account, provided that any such election hereunder must be made within the
period commencing thirty days prior to such Change in Control and ending on the date of such Change in Control. Any distribution pursuant to
this Section 12.3(c) shall be made (i) in the form of cash and/or Stock as his or her Deferred Compensation Account is allocated and (i) within seven
(7) days subsequent to the Change in Control.

(d) HARDSHIP DISTRIBUTION IN THE CASE OF FINANCIAL EMERGENCY . Prior to the time a Deferred Compensation
Account of a Participant would otherwise become payable, the Committee, in its sole discretion, may elect to distribute al or a portion of the
Deferred Compensation Account in the event such Participant requests a distribution by reason of severe financial hardship. For purposes of this
Plan, severe financia hardship shall be deemed to exist in the event the Committee determines that a Participant needs a distribution to meet
immediate and heavy financial needs resulting from a sudden or unexpected illness or accident of the Participant, or amember of his or her family,
loss of the Participant's property due to casualty, or other similar extraordinary and unforeseeable circumstances arising as aresult of events
beyond the control of the Participant. A distribution based on financial hardship shall not exceed the amount required to meet the immediate
financial need created by the hardship. In the event the Participant is a member of the Committee making such determination, the Participant shall
not participate in the decision by the Committee.

124 TRUST PROVISIONS.

) ESTABLISHMENT OF TRUST. The Company may in its sole discretion establish one or more trusts to provide a source
of payment for its obligations under the Plan and such trust shall be permitted to hold cash, Stock, or other assets to the extent of the Company’s
obligations hereunder. The Bank may, but is not required to, utilize asingle trust with respect to its obligations to Participants who are members of
the Board and Participants who are not members of the Board. The accounts of multiple Participants may be held under a single trust but in such
event each account shall be separately maintained and segregated from each other account.
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(b) CLAIMS OF THE COMPANY’S CREDITORS. All assets held by any account or trust created hereunder and all
distributions to be made by the Company or_any trustee pursuant to this Plan and any trust agreement shall be subject to the claims of general
creditors of the Company, including judgment creditors and bankruptcy creditors. Therights of a Participant or his or her beneficiariesin or to any
assets of the trust shall be no greater than the rights of an unsecured creditor of the Company.

125 NON-ASSIGNMENT. Noright or interest of any Participant or any person claiming through or under such Participant in the
Participant’s Deferred Compensation Account shall be assignable or transferable in any manner or be subject to alienation, anticipation, sale,
pledge, encumbrance or other legal process (including execution, levy, garnishment, attachment, bankruptcy, or otherwise) or in any manner be
subject to the debts or liabilities of such Participant. If any Participant or any such person shall attempt to or shall transfer, assign, alienate,
anticipate, sell, pledge or otherwise encumber his or her benefits hereunder or any part thereof, or if by reason of hisor her bankruptcy or other
event happening at any time such benefits would devolve upon anyone else or would not be enjoyed by him or her, then the Committee, inits
discretion, may terminate his or her interest in any such benefit to the extent the Committee considers necessary or advisable to prevent or limit the
effects of such occurrence. Termination shall be effected by filing awritten declaration of termination with the Committee's records and making
reasonabl e efforts to deliver a copy to such Participant or any such other person or hisor her legal representative. Aslong asany Participant is
alive, any amounts affected by the termination shall be retained by the Company or the trustee of any trust established pursuant to Section 12.4 of
this Plan and, in the Committee's sole and absol ute discretion, may be paid to or expended for the benefit of such Participant, his or her spouse, his
or her children, or any other person or personsin fact dependent upon him or her in such amanner as the Committee shall deem proper.

ARTICLE 13
CHANGESIN CAPITAL STRUCTURE

131 GENERAL.

@ SHARES AVAILABLE FOR GRANT. Intheevent of any change in the number of shares of Stock outstanding by
reason of any stock dividend or split, recapitalization, merger, consolidation, combination or exchange of shares or similar corporate change, the
maximum aggregate number of shares of Stock with respect to which the Committee may grant Awards shall be appropriately adjusted. In the event
of any change in the number of shares of Stock outstanding by reason of any other event or transaction, the Committee may, but need not, make
such adjustmentsin the number and class of shares of Stock with respect to which Awards may be granted as the Committee may deem appropriate.

(b) OUTSTANDING AWARDS — INCREASE OR DECREASE IN ISSUED SHARES WITHOUT CONSIDERATION. Subject
to any required action by the shareholders of the Company, in the event of any increase or decrease in the number of issued shares of Stock
resulting from a subdivision or consolidation of shares of Stock or the payment of a stock dividend (but only on the shares of Stock), or any other
increase or decrease in the number of such shares effected without receipt or payment of consideration by the Company, the Committee shall
proportionally adjust the number of shares of Stock subject to each outstanding Award and the exercise price per share of Stock of each such
Award.

(©) OUTSTANDING AWARDS — CERTAIN MERGERS. Subject to any required action by the shareholders of the
Company, in the event that the Company shall be the surviving corporation in any merger or consolidation (except amerger or consolidation asa
result of which the holders of shares of Stock receive securities of another corporation), each Award outstanding on the date of such merger or
consolidation shall pertain to and apply to the securities which a holder of the number of shares of Stock subject to such Award would have
received in such merger or consolidation.

(d) OUTSTANDING AWARDS — CERTAIN OTHER TRANSACTIONS. Intheevent of (i) adissolution or liquidation of the
Company, (i) asale of all or substantially al of the Company’s assets, (iii) amerger or consolidation involving the Company in which the Company
is not the surviving corporation or (iv) amerger or consolidation involving the Company, or any other reorganization transaction in which the
Company isthe surviving corporation but the holders of shares of Stock receive securities of another corporation and/or other property, including
cash, the Committee shall, in its absol ute discretion, have the power to:
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@ cancel, effective immediately prior to the occurrence of such event, each Award outstanding immediately prior
to such event (whether or not then exercisable), and, in full consideration of such cancellation, pay to the Participant to whom such Award was
granted an amount in cash, for each share of Stock subject to such Award, respectively, equal to the excess of (A) the value, as determined by the
Committeein its absolute discretion, of the property (including cash) received by the holder of a share of Stock asaresult of such event over (B)
the exercise of such Award; or

2 provide for the exchange of each Award outstanding immediately prior to such event (whether or not then
exercisable) for an option, astock appreciation right, restricted stock award, performance share award or performance-based award with respect to,
as appropriate, some or all of the property for which such Award is exchanged and, incident thereto, make an equitable adjustment as determined by
the Committeein its absolute discretion in the exercise price or value of the option, stock appreciate right, restricted stock award, performance share
award or performance-based award or the number of shares or amount of property subject to the option, stock appreciation right, restricted stock
award, performance share award or performance-based award or, if appropriate, provide for a cash payment to the Participant to whom such Award
was granted in partial consideration for the exchange of the Award, or any combination thereof.

(e OUTSTANDING AWARDS - OTHER CHANGES. Inthe event of any other changein the capitalization of the Company
or corporate change other than those specifically referred to in this Article, the Committee may, in its absol ute discretion, make such adjustmentsin
the number and class of shares subject to Awards outstanding on the date on which such change occurs and in the per share exercise price of each
Award as the Committee may consider appropriate to prevent dilution or enlargement of rights.

) NO ADDITIONAL SHAREHOLDER APPROVAL REQUIRED IN CERTAIN CASES. Except to the extent required by
applicable law, no adjustment in the number of shares subject to outstanding Awards, and no adjustment in the number of shares available for grant
under this Plan, shall require additional shareholder approval, and all such future adjustments shall be deemed approved by the approval of this
Plan, to the extent that such adjustment, whether automatic or discretionary, is proportional to and accompanies an equivalent adjustment in the
number of shares held by the Company’s shareholders.

(9) NO OTHER RIGHTS. Except as expressly provided in the Plan, no Participant shall have any rights by reason of any
subdivision or consolidation of shares of stock of any class, the payment of any dividend, any increase or decrease in the number of shares of
stock of any class or any dissolution, liquidation, merger, or consolidation of the Company or any other corporation. Except as expressly provided
in the Company, no issuance by the Company of shares of stock of any class, or securities convertible into shares of stock of any class, shall affect,
and no adjustment by reason thereof shall be made with respect to, the number of shares of Stock subject to an Award or the exercise price of any
Award.

ARTICLE 14
AMENDMENT, MODIFICATION, AND TERMINATION

14.1 AMENDMENT, MODIFICATION, AND TERMINATION. At any time and from time to time, the Board may terminate, amend or
modify the Plan; provided, however, that the Board shall not, without the affirmative vote of the holder of amajority of the shares of each class of
voting stock of the Bank, make any amendment which would (i) abolish the Committee without designating such other committee, change the
qualifications of its members, or withdraw the administration of the Plan from its supervision, (ii) except strictly asand to the extent provided in this
Plan and permitted by applicable law, increase the maximum number of shares of Stock for which Awards may be granted under the Plan, (iii) amend
the formulafor determination of the exercise price of Options, (iv) extend the term of the Plan, and (v) amend the requirements as to the employees
eligible to receive Awards; and further provided that no other amendment shall be made without shareholder approval to the extent sharehol der
approval is necessary to comply with any applicable law, regulations or stock exchangerule.
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14.2 AWARDSPREVIOUSLY GRANTED. Except as otherwise provided in the Plan, including without limitation, the provisions of
Article 13, no termination, anendment, or modification of the Plan shall adversely affect in any material way any Award previously granted under
the Plan, without the written consent of the Participant.

ARTICLE 15
GENERAL PROVISIONS

15.1 NO RIGHTSTO AWARDS. No Participant, employee, or other person shall have any claim to be granted any Award under the
Plan, and neither the Company, a Subsidiary nor the Committee is obligated to treat Participants, employees, and other persons uniformly.

15.2 NO STOCKHOLDERSRIGHTS. No Award gives the Participant any of the rights of a stockholder of the Company unless and
until shares of Stock are in fact issued to such person in connection with such Award.

15.3 WITHHOLDING. The Company or a Subsidiary shall have the authority and the right to deduct or withhold, or require a
Participant to remit to the Company or a Subsidiary, an amount sufficient to satisfy Federal, state, and local taxes (including the Participant's FICA
obligation) required by law to be withheld with respect to any taxable event arising as aresult of thisPlan. A Participant may elect to have the
Company withhold from those shares of Stock that would otherwise be received upon the exercise of any Option, anumber of shares having a Fair
Market Value equal to the minimum statutory amount necessary to satisfy the Company’s or a Subsidiary’s applicable federal, state, local and
foreign income and employment tax withholding obligations.

154 NO RIGHT TO EMPLOYMENT OR SERVICES. Nothing in the Plan or any Award Agreement shall interfere with or limit in any
way theright of the Company, a Subsidiaries or any of their affiliates or subsidiaries to terminate any Participant’s employment or services at any
time, nor confer upon any Participant any right to continue in the employ of the Company, a Subsidiary or such affiliates or subsidiaries.

155 INDEMNIFICATION. To the extent allowable under applicable law, each member of the Committee or of the Board shall be
indemnified and held harmless by the Company and any of its applicable subsidiaries from any loss, cost, liability, or expense that may be imposed
upon or reasonably incurred by such member in connection with or resulting from any claim, action, suit, or proceeding to which he or she may be a
party or in which he or she may beinvolved by reason of any action or failure to act under the Plan and against and from any and all amounts paid
by him or her in satisfaction of judgment in such action, suit, or proceeding against him or her provided he or she gives the Company an
opportunity, at its own expense, to handle and defend the same before he or she undertakes to handle and defend it on his or her own behalf. The
foregoing right of indemnification shall not be exclusive of any other rights of indemnification to which such persons may be entitled under the
Company’s or any of its applicable subsidiaries’ Articles of Incorporation or Bylaws, as a matter of law, or otherwise, or any power that the
Company or any of its applicable subsidiaries may have to indemnify them or hold them harmless.

156 FRACTIONAL SHARES. No fractional shares of stock shall beissued and the Committee shall determine, in its discretion,
whether cash shall be given in lieu of fractional shares or whether such fractional shares shall be eliminated by rounding up or down as appropriate.

15.7 GOVERNMENT AND OTHER REGULATIONS. The obligation of the Company to make payment of awardsin Stock or
otherwise shall be subject to all applicable laws, rules, and regulations, and to such approvals by government agencies as may be required. The
Company shall be under no obligation to register, under the Securities Act of 1933, as amended, or any other federal or state securities laws, any of
the shares of Stock paid under the Plan. If the shares paid under the Plan may in certain circumstances be exempt from registration under the
Securities Act of 1933, as amended, or applicable state laws, the Company may restrict the transfer of such sharesin such manner asit deems
advisable to ensure the availability of any such exemption.
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15.8 RECOVERY. Plan benefits shall be subject to recovery by the Company under any clawback, recovery, recoupment or similar
policy hereafter adopted or continued by the Company whether in connection with Section 954 of the Dodd-Frank Wall Street Reform and
Consumer Protection Act, as amended from time to time, or otherwise as required by law.

15.9 GOVERNING LAW. The Plan and the terms of all Awards shall be construed in accordance with and governed by the |aws of
the Commonwealth of Pennsylvaniawithout regard to rules of choice of law or conflict of laws, except to the extent such laws may be pre-empted by
the federal laws of the United States of America.
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Exhibit 10.15

CUSTOMERSBANCORP, INC.
BONUSRECOGNITION AND RETENTION PROGRAM

Effective January 1, 2011

ARTICLEI
PURPOSE

The purpose of this Plan isto provide specified benefits to a select group of management and highly compensated Employees who
contribute materially to the continued growth, development and future business success of Customers Bancorp, Inc. and its Subsidiaries that are
Employers under this Plan from time to time.

ARTICLEII
DEFINITIONS

For purposes of this Plan, unless otherwise clearly apparent from the context, the following phrases and terms shall have the indicated
meanings:

21 “Annual Deferral Account” means, with respect to an individual who is a Participant for agiven Plan Y ear, an unfunded account
established on the books of the Company to record the notional investment and reinvestment of the deferred Bonus, the Matching Amount, and
any earnings thereon, as described in Section 4.4 below. Such accountswill be established for each Plan Y ear in which an individual actively
participatesin the Plan.

22 “Bank” means Customers Bank, a Pennsylvania Bank.

23 “Beneficiary” means the person or persons designated as such under avalid Beneficiary Designation Form. For purposes of the
preceding sentence the term “ person” shall include an individual, trust and estate. In default of avalid Beneficiary Designation Form, a Participant’s
Beneficiary shall be hisor her estate.

24 “Beneficiary Designation Form” means such form as shall be prescribed from time to time by the Committee for purposes of
permitting a Participant to specify who should receive the balance in his or her Annual Deferral Account(s) in the event of his or her death prior to
the receipt thereof. No such form shall be valid unlessit is signed and filed with the Committee (or its designee) prior to the death of a Participant.

25 “Board” meansthe Board of Directors of the Company.

26 “Bonus” means the amount payable to an individual with respect to any relevant calendar year, other than regular salary, wages
and perquisites, under such incentive compensation plan or other bonus program established by the Employer.

27 “Cause” means actions of or failure to act by a Participant which would authorize the forfeiture of fringe benefits or other
remuneration under his or her written contract of employment with the Employer or, if thereis no written contract of employment, (i) the willful
material failure to perform the duties to the Employer required of the Participant (other than any such failure resulting from incapacity due to



physical or mental illness of the Participant or material changesin the direction and policies of the Board of Directors of the Employer), if such
failure continues for fifteen (15) days after awritten demand for substantial performance is delivered to the Participant by the Employer which
specifically identifies the manner in which it is believed that the Participant has failed to attempt to perform his duties hereunder; (ii) the willful
engaging by the Participant in misconduct materially injurious to the Employer; (iii) receipt by the Employer of anotice (which shall not have been
appealed by the Participant or shall have become final and non-appeal able) of any governmental body or entity having jurisdiction over the
Employer requiring termination or removal of the Participant from his then present position, or receipt of awritten directive or order of any
governmental body or entity having jurisdiction over the Employer (which shall not have been appealed by Participant or shall have become final
and non-appeal able) requiring termination or removal of the Participant from his then present position; or (iv) personal dishonesty, incompetence,
willful misconduct, willful breach of fiduciary duty involving personal profit or conviction of afelony. For purposes of this paragraph, no act, or
failure to act, on the Participant's part shall be considered "willful" unless done or omitted to be done by the Participant in bad faith and without
reasonable belief that his action or omission wasin the best interest of Employer. Any act or omission to act by the Participant in reliance upon a
written opinion of counsel to the Employer shall not be deemed to be willful.




28 “Changein Control” means (a) there occurs a merger, consolidation or other business combination or reorganization to which the
Company isaparty, whether or not approved in advance by the Board, in which (i) the members of the Board immediately preceding the
consummation of such transaction do not constitute a majority of the members of the Board of the resulting corporation and of any parent
corporation thereof immediately after the consummation of such transaction, and (ii) the shareholders of the Company immediately before such
transaction do not hold more than fifty percent (50%) of the voting power of securities of the resulting corporation; (b) there occurs a sale,
exchange, transfer, or other disposition of substantially all of the assets of the Company to another entity, whether or not approved in advance by
the Board (for purpose of this Plan, a sale of more than one-half of the branches of the Bank would constitute a Change in Control, but for purposes
of this paragraph, no branches or assets will be deemed to have been sold if they are leased back contemporaneously with or promptly after their
sale); (c) aplan of liquidation or dissolution is adopted for the Company; or (d) during any 12-month period, any “person” or any group of
“persons” (assuch term is defined in Sections 13(d) and 14(d) of the Exchange Act), other than the holders of shares of the Company’s common
stock immediately prior to the commencement of such 12-month period, isor shall become the “ beneficial owner” (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of securities of the Company representing 50% or more of the combined voting power of the Company’s then
outstanding securities.

2.9 “Code” meansthe Internal Revenue Code of 1986, as amended and as the same may hereafter be amended.
2.10 “Committee” means the compensation committee of the Board or such other committee as may be appointed by the Board to

administer thisPlan. Such term also includes the whole Board to the extent it takes action with respect to administrative or operational matters
relating to the Plan.




211 “Common Stock” means the voting common stock of the Company, or such other securities of the Company as may be
substituted therefor.

212 “Company” means Customers Bancorp, Inc., and any successor thereto.
213 “Deferral Election” means an irrevocabl e election by a Participant, on aform prescribed by the Committee, to defer receipt of a

portion of hisor her Bonusfor agiven calendar year.

2.14 “Disability” means aphysical or mental impairment with respect to which a Participant qualifies for permanent disability benefits
under hisor her Employer’s long-term disability plan, or, if such Participant does not participate in such a plan, such an impairment that qualifies as
“permanent and total disability” under Code Section 22(€)(3).

2.15 “Effective Date” means January 1, 2011.

2.16 “Employee’ means an individual who isacommon law employee of any Employer.

2.17 “Employer” means the Company and/or any Subsidiary of the Company that has been selected by the Board as eligible to have
certain of its management and highly compensated personnel participatein the Plan.

2.18 “ERISA” means the Employee Retirement Income Security Act of 1974, as amended and as the same may hereafter be amended.

2.19 “Exchange Act” means the Securities Exchange Act of 1934, as amended and as the same may hereafter be amended.

2.20 “Fair Market Valug’ means, with respect to Common Stock, (@) if the Common Stock isreadily tradable on an established

securities market, the closing price on the date of determination, or the last trading day preceding the date of determination if the date of
determination is not atrading date, or (b) if the Common Stock is not readily tradable on an established securities market, the value determined by
application of areasonable valuation method sel ected by the Committee.

221 “Matching Amount” means, with respect to the amount of a Bonus deferred for any year by a Participant, an amount equal to
100% of such deferred Bonus amount.

222 “Participant” means an individual who (i) has executed and timely filed a Deferral Election Form with the Committee (or its
designee) and (ii) remains an Employee or, if not, has a balance standing to his or her credit in one or more Annual Deferral Accounts. Such term
also includes a deceased Participant’s Beneficiary, who is entitled to a Plan benefit, until such benefit is paid.




2.23 “Payment Election” means an election, on aform prescribed by the Committee, by a Participant as to when the vested balancein
one of hisor her Annual Deferral Accounts shall bepaid. A separate Payment Election shall be made with respect to each Deferral Election and
shall be subject to the same timing requirements and revocation restrictions as the corresponding Deferral Election pursuant to Section 3.2 below.

224 “Plan” means the Customers Bancorp, Inc. Bonus Recognition and Retention Program as evidenced by this document and as the
same may hereafter be amended.

2.25 “Plan Year” means a calendar year, or such other fiscal year as may be designated by the Board from time to time.

2.26 “Retirement” means the voluntary Separation from Service by a Participant on or after attainment of age sixty-five (65).

2.27 “Securities Act” means the Securities Act of 1933, as amended and as the same may hereafter be amended.

2.28 “Separation from Service,” in the case of any Participant with respect to his or her Employer, shall have the same meaning asthe

meaning set forth in regulations promulgated by the United States Treasury Department under Section 409A of the Code.

2.29 “Subsidiary” means asubsidiary corporation, as defined in Code Section 424(f), that isasubsidiary of the corporation to which
reference is being made.
2.30 “Year of Service” means aone-year period of continuous employment by one or more Employers.
ARTICLE I

SELECTION. ELIGIBILITY AND ENROLLMENT

31 Selection and Eligibility of Participants: Participation in the Plan shall be limited to a select group of management and highly
compensated Employees, as determined by the Committee in its sole discretion. From that group, the Committee shall select, in its sole discretion,
the Employees who shall be eligible to participate in the Plan from time to time. The Company’s Chief Executive Officer shall at al times be deemed
eligible to participate in the Plan.

32 Enrollment Requirements. Asa condition of Plan participation, each selected Employee shall annually (or more
frequently) complete and return to the Committee (or its designee) such forms asit may prescribe from timeto time. Each Deferral Election shall be
filed no later than, and shall be irrevocable after, December 31 prior to the calendar year with respect to which any portion of the relevant Bonus
may be earned; provided, however, that in the event an Employeeishired during aPlan Y ear and is designated as being eligible to participate for
such year, such Employee may commence participation for such year by filing a Deferral Election within thirty (30) days of employment, which
election shall be irrevocable after such thirtieth (30th) day. Each eligible Employee must file anew Deferral Election for each year with respect to
which he or she desiresto defer receipt of aportion of aBonus.




ARTICLE IV
PLAN CONTRIBUTIONS AND INVESTMENTS

41 Bonus Deferral. A Participant may elect to defer receipt of not less than 25%, nor more than 50%, of his or her Bonus payable
with respect to each year of participation.

42 Allocation of Deferred Bonus. That number of shares of Common Stock having a Fair Market Value equal to the portion of the
Bonus deferred by a Participant, measured as of the date on which such portion of the Bonus would have been paid to the Participant but for the
deferral, shall be allocated and recorded to an Annual Deferral Account established by the Company for the year of deferral.

43 Allocation of Matching Amount. At the same time that shares of Common Stock are allocated to an Annual Deferral Account for
a Participant pursuant to Section 4.3 above, a Matching Amount, in the form of the same number of shares of Common Stock so allocated, shall be
allocated and recorded by the Company to such Annual Deferral Account.

44 Notional Investments; Reinvestment of Earnings. No trust or other segregated fund shall be established to hold deferred Bonus
amounts, Matching Amounts, or shares of Common Stock allocated to Annual Deferral Accountsfor Participants pursuant to Section 4.2 and
Section 4.3 above. Shares of Common Stock allocated to Annual Deferral Accounts shall reflect merely the notional investment of Participants
deferred Bonus amounts and their respective Matching Amounts. To the extent that a cash dividend is paid with respect to the Common Stock,
each Annual Deferral Account shall be adjusted to reflect the notional reinvestment of such dividend on the dividend payment date in additional
shares of Common Stock asif the amount of the dividend had been paid on that number of shares then allocated to the Annual Deferral
Account. Similarly, to the extent that a stock dividend is paid with respect to the Common Stock, each Annual Deferral Account shall be increased
by that number of additional shares of Common Stock which would have been paid on that number of shares then allocated to the Annual Deferral
Account.

45 Effect on Deferral Election Upon Certain Terminations of Employment. In the event aParticipant filesaDeferral Election and
subsequently terminates as an Employee prior to the date Bonuses are paid for the relevant year, the Deferral Election filed for such year shall be
administered as provided in this sectionin lieu of any otherwise applicable provision of this Plan document. In such event, if (a) heor sheis
entitled to a Bonus notwithstanding such termination and (b) the termination of employment is described in Section 5.2, 5.3 or 5.5 or occurs
following the event described in Section 5.4, then such Bonus and the related Matching Amount shall be distributed to such individual or hisor her
Beneficiary in (i) cash or (ii) shares of Common Stock of equivalent Fair Market VValue as of the date such Bonus would otherwise be paid in cash, at
the Committee's el ection, within 60 days following the date such year’s Bonuses are paid.




ARTICLEV
VESTING

51 In General. A Participant shall become 100% vested in an Annual Deferral Account on the fifth anniversary of the date of the
initial allocations to such account, provided, he or she remains continuously employed by an Employer from the date of such initial allocations to
such fifth anniversary date.

5.2 Death; Disability. Notwithstanding the provisions of Section 5.1, in the event of the death of a Participant or the termination of
the Participant’s employment by reason of Disability, he or she will thereupon become 100% vested in each of hisor her Annual Deferral Accounts.

53 Retirement. Notwithstanding the provisions of Section 5.1, in the event of the Retirement of a Participant, he or she will
thereupon become 100% vested in each of hisor her Annual Deferral Accounts.

5.4 Changein Control. Notwithstanding the provisions of Section 5.1, a Participant shall become 100% vested in each of hisor her
Annual Deferral Accounts upon the occurrence of a Change in Control.

55 Involuntary Termination. Notwithstanding the provisions of Section 5.1, in the event a Participant isinvoluntarily terminated as
an Employee, other than for Cause, prior to the attainment of 100% vesting in any of hisor her Annual Deferral Accounts, he or she shall become
100% vested in each of the otherwise non-vested accounts.

5.6 Termination for Cause; Certain Voluntary Termination. In the event a Participant is terminated as an Employee for Cause or
voluntarily terminates as an Employee (other than by reason of Retirement) prior to the attainment of 100% vesting in an Annual Deferral Account,
then, in either case, he or she shall forfeit the balance in each such non-vested account.

ARTICLE VI
DISTRIBUTION OF BENEFITS

6.1 Distribution In General. Following the occurrence of an event occasioning a distribution, the vested portion of a Participant’s
Annual Deferral Account shall be paid to him or her or, in the case of death, hisor her Beneficiary. The number of days within which payment shall
be made shall be as set forth in Section 6.3.

6.2 Events Occasioning Distribution. For purposes of Section 6.1, each of the following shall be an event occasioning a distribution
with respect to arelevant Annual Deferral Account:

€] If a Participant hasin effect avalid Payment Election with respect to such account providing for its distribution upon
100% vesting therein and satisfies the provisions of Section 5.1, such event shall be the fifth anniversary of the initial funding of such account.




(b) If aParticipant hasin effect avalid Payment Election with respect to such account providing for its distribution upon his
or her Separation from Service and he or she experiences a Separation from Service after having previously satisfied the provisions of Section
5.1, such event shall be the date of such Separation from Service.

(© If aParticipant dies or Separates from Service by reason of Disability, such event shall be the date of Separation from
Service.

(d) In the event of the Retirement of a Participant, such event shall be the date of Retirement.

(e If a Participant hasin effect avalid Payment Election with respect to such account providing for its distribution upon

100% vesting therein and a Change in Control occurs, such event shall be the date of the Change in Control.

) If a Participant hasin effect avalid Payment Election with respect to such account providing for its distribution upon
Separation from Service and he or she experiences a Separation from Service after having previously become 100% vested therein by reason of a
Changein Control, such event shall be the date of such termination.

(9) If aParticipant isinvoluntarily terminated under circumstances described in Section 5.5, such event shall be the date of
such Separation from Service.

(h) In the absence of avalid Payment Election with respect to an Annual Deferral Account, the Participant shall be deemed
to have made an election to provide for distribution of such account upon 100% vesting therein.

6.3 Time of Distribution. Distributions of vested benefits from Annual Deferral Accounts shall be made within ninety (90) days
following an event described in Section 6.2 as directed by the Company, but in no event later than March 15 of the calendar year following the
calendar year in which such event occurs.

6.4 Mode of Distribution. All Plan distributions shall be made in one lump sum in Common Stock, except to the extent that cashisto
be distributed pursuant to Section 4.5(i) above.

ARTICLE VII
ADDITIONAL OPERATIONAL PROVISIONS

7.1 Status of Participants as Creditors. Participantsin the Plan shall be general unsecured creditors of each relevant Employer with
respect to their Plan benefits, and they shall have no right to or interest in any specific asset of the Company or any Employer. ThisPlan shall at all
times be an “unfunded plan” for purposes of the Code and ERISA.

72 Income and Other Tax Withholding. By agreeing to participate in the Plan, each Participant authorizes the Employer to make such
tax withholdings with respect to amounts paid or distributed to him or to her pursuant to the Plan as may be necessary to discharge itstax
withholding obligations. Except to the extent that cash is distributed to a Participant pursuant to Section 4.5(i) above, tax withholding shall be
funded by means of areduction in the number of shares of Common Stock distributable to a Participant or Beneficiary by that number of shares
having aFair Market Value on the distribution date equal to the minimum amount of taxes required to be withheld and the Employer’s satisfaction of
that amount through cash deposits.




ARTICLE VIII
ADMINISTRATION

81 In General. The Plan shall be administered from time to time by the Committee.

82 Meetings and Action. The Committee shall hold such meetings at such times as it deems necessary or appropriate for the proper
and efficient management and operation of the Plan. Notices of meetings shall be given as provided in guidelines adopted by the Committee or as
otherwise specified in relevant documents pertaining thereto. Unless otherwise provided in such documents, amajority of the members of the
Committee shall constitute a quorum for holding a meeting, and binding action may be taken by avote of amgjority of those Committee members
present at such meeting.

83 Administration of Plan; Interpretation of Plan Document. The Committee shall administer the Plan in accordance with the terms of
this Plan document insofar asit is consistent with the provisions of applicable law, including, without limitation, ERISA. In connection with such
administration, it may adopt such rules of interpretation as may be necessary or appropriate to facilitate the proper and nondiscriminatory
administration of the Plan.

8.4 Binding Effect of Committee Actions and Determinations. Unless overridden by the Board, any action taken or determination
made by the Committee shall be final and binding on the person affected; provided, however, that, prior to taking any action or making any
determination that may be adverse, in whole or in part, to any person, the Committee shall accord such person the right to be heard with respect to
such matter. The procedures to be followed in connection therewith shall be governed by a claims procedure established for such purpose and
consistent with the claims procedure provisions of ERISA.

85 Liability of Committee Members. No member of the Committee shall be personally liable for any act or failure to act in connection
with the good faith administration of the Plan. Unless prohibited by law or the Company’s by-laws, in the event any such member is nonethel ess
held so liable by a court of competent jurisdiction or otherwise, the Company shall indemnify such member and hold him or her harmless from any
and al liability imposed with respect to such administration, including, without limitation, compensatory and punitive damages, professional fees,
and other related out-of-pocket expenses.

ARTICLE IX
MISCEL LANEOUSMATTERS

9.1 Amendment and Termination. The Plan may be amended from time to time and may be terminated at any time by appropriate
action of the Board; provided, however, that no such action shall be taken which (i) would adversely affect the rights of Plan Participants with
respect to their then Annual Deferral Accounts, or (ii) requires shareholder approval under applicable law until such approval issecured . Inthe
event of Plan termination or the suspension of Plan contributions, Participants may be required to satisfy the Plan’s vesting requirements, as set
forth herein, as acondition of receiving adistribution from agiven Annual Deferral Account.




9.2 No Right to Continued Employment. Participation in the Plan shall not give any Participant theright to remain in the employ of
his or her Employer or any company affiliated with such Employer, nor shall such participation limit in any respect the right of such Employer to
terminate the Participant’s employment at any time and for any reason.

9.3 No Right to Continued Participation. Except in the case of the Company’s Chief Executive Officer, participation in the Plan with
respect to one Plan Y ear shall not give the Participant the right to participate in the Plan in any future year.

9.4 Plan Independent of Other Plans and Arrangements. This Plan isindependent of and shall not be affected by (a) any other plans
of deferred compensation which may be maintained by the Company or any of its Subsidiaries from time to time, or (b) any deferred compensation
arrangements to which a Participant may be a party.

9.5 Certain Securities | aw Matters.

@ Distribution of Plan benefits may be suspended or modified to the extent necessary to comply with any applicable federal
or state securities law.

(b) Shares of Common Stock distributed from the Plan may be marked with such legend as the Company, after consultation
with counsel, deems necessary or appropriate to comply with any applicable federal or state securities or other law.

9.6 Recovery. Plan benefits shall be subject to recovery by the Company under any clawback, recovery, recoupment or similar policy
hereafter adopted by the Company, whether in connection with Section 954 of the Dodd-Frank Wall Street Reform and Consumer Protection Act, as
amended from time to time, or otherwise as required by law.

9.7 Captions. The captions of the several articles and sections of this Plan document have been inserted for convenience of
reference only and shall not be considered in the construction hereof.

9.8 Number. Words used herein in the singular shall include the plural, as clearly appropriate, and vice versa.

9.9 Applicable Law. Except to the extent provided herein or otherwise preempted by federal law, this Plan document shall be
construed, administered and enforced in accordance with the domestic internal law of the Commonwealth of Pennsylvania.

9.10 Effective Date. ThisPlan became effective as of January 1, 2011. The Plan has been amended by the Board to reflect the terms of
the Plan of Merger and Reorganization approved by the sharehol ders of the Bank effective as of September 17, 2011.
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Exhibit 10.17

RESTRICTED STOCK UNIT AWARD AGREEMENT

THISRESTRICTED STOCK UNIT AWARD AGREEMENT is made as of the day of , (the“Agreement”), by and
between Customers Bancorp, Inc. (the “Company”) and (the “Grantee”).

WHEREAS, the Grantee is a valued employee of the Company or one of its subsidiaries (the “Employer”); and

WHEREAS, the Company maintains the Amended and Restated Customers Bancorp, Inc. 2004 Incentive Equity and Deferred
Compensation Plan (the “Plan”); and

WHEREAS, to reflect the non-cash portion of hisbonusfor the year [ , and pursuant to the actions of the Company’s Board of
Directors and the Committee established under the Plan, the Company wishesto conditionally transfer rights to receive shares of common stock of
the Company to the Grantee pursuant to the terms of the Plan, subject to the additional terms and conditions set forth herein.

NOW, THEREFORE, the Company and the Grantee, intending to be legally bound, hereby agree as follows:

1 Subject to and as soon as practicable following the satisfaction of the vesting conditions set forth in Paragraph 2 below, the
Company shall transfer [ ( )] shares of the Company’s common stock, par value $1.00 per share (“ Award Shares’),




to the Grantee, at which time the Grantee shall become the beneficial owner of the Award Shares.

2. €) Subject to Paragraph 2(b) below, the Grantee (or his estate, if applicable) shall be entitled to receive the Award Shares on
adate (the “Vesting Date") that shall be the earlier of (a) [ , (b) the date of the Grantee's death, (c) the occurrence of the Grantee's
Disability, or (d) a“Changein Control” as defined in the Customers Bancorp, Inc. 2010 Stock Option Plan.

(b) If the Grantee’' s employment with the Employer isterminated for any reason other than death or Disability prior to the
Vesting Date, this Agreement shall automatically terminate, the Grantee shall forfeit al rights hereunder, and no shares of common stock or other
consideration shall be transferred to Grantee pursuant to this Agreement.

3. Unless the Grantee and the Employer make other arrangements satisfactory to the Company with respect to the payment of
withholding taxes, no Award Shares shall be transferred to the Grantee pursuant to Paragraph 2(a), above, until the Grantee has delivered cash to
the Company equal to the sum of the minimum amount of all taxes required to be withheld and deposited in connection with the transfer of the
Award Shares. The Grantee shall forfeit the Award Sharesif neither such satisfactory arrangements are made or delivery of the requisite amount of
cash does not occur within sixty (60) days following the Vesting Date.

4. Nothing in this Agreement shall confer upon Grantee any right to continue in the employ of the Employer, or shall interfere with or
restrict in any way the rights of such person to terminate Grantee’'s employment at any time, subject to the terms of any employment agreement by
and between the Employer and Grantee.




5. This Award Agreement is subject to the terms of the Plan, and the Grantee hereby acknowledges receipt of a copy of the
Plan. Except as otherwise stated, all capitalized terms used herein and not defined herein shall have the meanings set forth in the Plan.

6. This Agreement shall be governed by the substantive law of the Commonwealth of Pennsylvania, without giving effect to the
choice of law principles thereof.

The Company has executed this Agreement with intent to be legally bound hereby, as of the first date set forth above.

CUSTOMERS BANCORP, INC.

By:

GRANTEE

signature
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Exhibit 10.18

STOCK OPTION AGREEMENT

An option (“Option”) is hereby granted by Customers Bancorp, Inc. (the “Company”) to the individual named below (the
“Optionee”), for and with respect to the [voting/non-voting] common stock of the Company, one dollar ($1.00) par value per share (* Common
Stock™ ), subject to the following terms and conditions:

1. Subject to the provisions set forth herein and the terms and conditions of the Customers Bancorp, Inc. 2010 Stock Option Plan
(the“ Plan”), the terms of which are hereby incorporated by reference, and in consideration of the agreements of Optionee herein provided, the
Company hereby grantsto Optionee an option to purchase from the Company the number of shares of Common Stock, at the purchase price per
share, and on the schedule, all as set forth bel ow.

Name of Optionee:

Option Price Per Share:

Date of Grant:

Number of Shares:

2. At the time of exercise of the Option, payment of the purchase price must be made in cash or by the delivery to the
Company of other Common Stock owned by Optionee for at |east six months as of the date of exercise, valued at its fair market value on the date of



exercise, or in any combination of cash and such Common Stock so valued. In addition, the Optionee may pay the purchase price by directing the
Company to withhold from those shares of Common Stock that would otherwise be received upon exercise of the Option that number of shares
having an aggregate Fair Market Value as of the date of exercise equal to the purchase price of the Option, or the applicable portion of the purchase
priceif the Option isnot exercised in full.

3. This Option shall become vested and exercisable in accordance with the terms of Section 7.1(c)(1) and (2) of the Plan,
respectively. Inno event shall this Option be exercisable after [ ].

4. The exercise of the Option is conditioned upon the acceptance by Optionee of the terms hereof as evidenced by his
execution of this agreement in the space provided therefor at the end hereof and the return of an executed copy to the Secretary of the Company.

5. In the event the Option shall be exercised in whole, this agreement shall be surrendered to the Company for
cancellation. In the event the Option shall be exercised in part, or a change in the number of shares or designation of the Common Stock shall be
made, this agreement shall be delivered by Optionee to the Company for the purpose of making appropriate notation thereon, or of otherwise
reflecting, in such manner as the Company shall determine, the partial exercise or the change in the number or designation of the Common Stock.




6. The Option shall be exercised in accordance with such administrative regulations as the Committee shall from time to time
adopt.

7. The Optionee hereby acknowledges receipt of a copy of the Plan, the terms of which are incorporated herein by reference.
8. Terms and phrases not expressly defined in this Agreement shall have the same meaning as the definitions set forth in the
Plan. In all other respects, this Agreement shall be construed, administered and governed under and by the laws of the Commonwealth of

Pennsylvania.

CUSTOMERSBANCORP, INC.

By:

signature
The undersigned hereby accepts the foregoing Option and the terms and conditions hereof.

OPTIONEE

signature
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Exhibit 21.1
List of Subsidiaries of Customers Bancorp, Inc.

Name: Jurisdiction:

Customers Bank Pennsylvania
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Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, ASAMENDED

I, Jay S. Sidhu, certify that:
1. | havereviewed this Annual Report on Form10-K of Customers Bancorp, Inc.;

2. Based on my knowledge, thisreport does not contain any untrue statement of amaterial fact or omit to state amaterial fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules13a-15(f)
and 15d-15(f)) for the registrant and have:

() Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed in thisreport any changein theregistrant’sinternal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’ sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

(& All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have asignificant role in the
registrant’sinternal control over financial reporting.

/sl Jay S. Sidhu
Jay S. Sidhu
Chairman and Chief Executive Officer




Date: March 20, 2012
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Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) / 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, ASAMENDED

I, Thomas Brugger, certify that:
1. | havereviewed this Annual Report on Form10-K of Customers Bancorp, Inc.;

2. Based on my knowledge, thisreport does not contain any untrue statement of amaterial fact or omit to state amaterial fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules13a-15(f)
and 15d-15(f)) for the registrant and have:

(@ Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evauated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed inthisreport any changein theregistrant’sinternal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’ sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

(& All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have asignificant role in the
registrant’sinternal control over financial reporting.

/sl Thomas Brugger

Thomas Brugger
Chief Financial Officer

Date: March 20, 2012
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Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the annual report of Customers Bancorp, Inc. (the “ Corporation”) on Form 10-K for the period ending December 31, 2011, asfiled
with the Securities and Exchange Commission on the date hereof (the “ Report”), |, Jay Sidhu, Chairman and Chief Executive Officer of the
Corporation, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge
and belief:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) Theinformation contained in the Report fairly presents, in al material respects, the financial condition and results of operations of the
Corporation.

Date: March 20, 2012 /sl Jay S. Sidhu
Jay S. Sidhu, Chairman and Chief Executive
Officer

(Back To Top)

Section 11: EX-32.2 (EXHIBIT 32.2)

Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sar banes-Oxley Act of 2002

In connection with the annual report of Customers Bancorp, Inc. (the “ Corporation”) on Form 10-K for the period ending December 31, 2011, asfiled
with the Securities and Exchange Commission on the date hereof (the “ Report”), I, Thomas Brugger, Chief Financial Officer and Treasurer of the
Corporation, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to 8906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge
and belief:

(2) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Corporation.

Date: March 20, 2012 /s/ Thomas Brugger
Thomas Brugger, Chief Financial Officer




and Treasurer
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