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Solonial Bancorp, Inc. 
March 29, 2013 

Dear Fellow Shareholders, 

There are two important messages that need to be conveyed to you with our report 
this year. 

First let us review our communication to you in the Annual Report of April 2, 2012. 
We said, "We anticipate improvement in our bottom line based on an increase in our product 
lines that produce fee income in a low-risk environment like residential mortgage 
originations and SBA lending." We would like to direct your attention to the financial section 
of this report and note that we have increased our net income from $678,000 in 2011 to 
$1,108,000 in 2012. 

We aiso, in that message of April 2, 2012, told you to anticipate changes in 
community banking; that big govemment and large financial institutions have every intention 
of moving us out of the competitive landscape through onerous regulatory changes and cut
throat pricing by big banks. 

To confront this situation you know by now that we left the national banking system 
and became a bank chartered in the State of New Jersey. The result of that change is that we 
now have more community-oriented banking regulators. Typically, the smaller the bank the 
more likely you would be a member of a state regulatory agency, and less likely to be 
regulated by the Comptroller ofthe Currency. 

Going forward we intend to continue to focus on fee-based products such as 
residential loan originations and SBA lending. We are not yet convinced that the comer has 
been turned. We will be as conservative as practical on the commercial loan side and allow 
the mega banks to repeat their mistakes ofthe past without challenge from us. 

As always thank you for your support. 

U.L^ 
Linda M. Rohrer 
Chairman of the Board 

rard M. Banmiller 
P/bsident and Chief Executive Officer 

1040 Haddon Avenue Collingswood, New Jersey 08108 • (856)858-1100 • Stock Symbol: FCCB 
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1^^ COLONIAL BANCORP, INC. AND SUBSIDIARY 

Consolidated Financial Statements 

December 31, 2012 and 2011 

(With Independent Auditors' Report Thereon) 



KPMG LLP 
1601 Market Street 
Philadelphia, PA 19103-2499 

Independent Auditors' Report 

The Board ofDirectors 
1̂ ' Colonial Bancorp, Inc.: 

We have audited the accompanying consolidated financial statements of 1st Colonial Bancorp, Inc. and 
subsidiaries (the Company), which comprise the consolidated statements of financial condition as of 
December 31, 2012 and 2011, and the related consolidated statements of operations, comprehensive 
income, changes in shareholders' equity, and cash flows for each of the years in the three year period 
ended December 31, 2012, and the related notes to the consolidated financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with U.S. generally accepted accounting principles; this includes the design, 
implementation, and maintenance of intemal control relevant to the preparation and fair presentation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or enor. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated financial statements. The procedures selected depend on the auditors' judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or enor. In making those risk assessments, the auditor considers intemal control 
relevant to the entity's preparation and fair presentation of the consohdated financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity's intemal control. Accordingly, we express no such opinion. 
An audit also includes evaluating the appropriateness of accoimting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall presentation of 
the consolidated fmancial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

KPMG ttP is a Delaware limited liability partnership, 
The U.S. member firm of KPMG International Cooperative 
("KPMG International"), a Swiss entity. 
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Opinion 

In our opinion, the consolidated financial statements refened to above present fairly in all material 
respects, the financial position of 1st Colonial Bancorp, Inc. and subsidiaries as of December 31, 2012 
and 2011, and the results of their operations and their cash flows for each ofthe years in the three year 
period ended December 31, 2012 in accordance with U.S. generally accepted accounting principles. 

K>»M< LLT> 

Philadelphia, Pennsylvania 
April 1,2013 



1ST COLONIAL BANCORP, INC. AND SUBSIDIARY 
Consohdated Statements of Financial Condition 

December 31, 2012 and 2011 
(Dollars in thousands, except share data) 

Assets 

Cash and due from banks 
Federal funds sold 

Cash and cash equivalents 

Short-term investments 
Investments held to maturity (fair value of $32,463 at December 31, 2012 and 

S34,857 at December 31, 2011) 
Securities available for sale (amortized cost of $65,522 at December 31, 2012 

and $58,305 at December 31, 2011) 
Bank stock, at cost 
Mortgage loans held for sale 
Loans 
Less allowance for loan losses 

Net loans 

Premises and equipment, net 
Accmed interest receivable 
Deferred tax assets 
Bank-owned life insurance 
Real estate owned 
Prepaid FDIC insurance 
Other assets 

Total assets 

2012 2011 

Liabilities and Shareholders' Equity 

Liabilities: 
Deposits 
Other borrowings 
Accrued interest payable 
Other liabilities 

Total liabilities 

Shareholders' equity: 
Common stock, $0 par value. Authorized 5,000,000 shares; issued and 

outstanding of 3,184,429 and 3,184,429 shares at December 31, 2012 
and 2011 

Preferred stock. Authorized 1,000,000 shares, no shares issued 
Additional paid-in capital 
Retained eamings 
Accumulated other comprehensive income 
Treasury stock at cost, 137,876 shares 

Total shareholders'equity 

Total liabilities and shareholders' equity 

10,912 
3 

10,915 

500 

32,463 

25,312 

8,805 
5 

8,810 

750 

34,857 

66,735 
1,247 
8,979 

175,206 
(3,730) 

171,476 

1,766 
918 

1,085 
5,937 
1,183 
441 
551 

304,196 

272,204 
5,706 

10 
964 

278,884 

59,612 
900 

3,409 
173,266 
(2,864) 

170,402 

1,868 
1,039 
894 

5,734 
1,240 
677 
582 

290,774 

256,998 
9,060 
25 
472 

266,555 

23,228 
2,206 
726 
(848) 

23,186 
1,098 
783 
(848) 

24,219 

304,196 290,774 

See accompanying notes to consolidated financial statements. 



1ST COLONIAL BANCORP, INC. AND SUBSIDIARY 
Consolidated Statements of Operations 

Years ended December 31, 2012, 2011, and 2010 
(Dollars in thousands, except share data) 

Interest income; 
Loans $ 
Federal funds sold and interest-bearing deposits 
Investments: 

Taxable 
Nontaxable 

Total interest income 

Interest expense: 
Deposits 
Other borrowings 

Total interest expense 

Net interest income 

Provision for loan losses 

Net interest income after provision for loan losses 

Other income: 
Service charges on deposit accounts 
Gain on sales of mortgage loans held for sale 
Mortgage fee income 
Increase in cash value of bank-owned life insurance 
Other income, service charges, and fees 
Gain on sale of securities 
Gain on sale of guaranteed portion of SBA loans 

Total other income 

Other expenses: 
Compensation and employee benefits 
Occupancy and equipment expenses 
Advertising expense 
Data processing expense 
Professional services 
Other operating expenses 
OCC and FDIC assessments 
Loss on real estate owned 

Total other expenses 

Income (loss) before income tax expense 

Income tax expense (benefit) 

Net income S 

Eamings per share: 
Basic eamings per share S 
Diluted eamings per share 

Weighted average number of shares outstanding: 
Basic eamings per share S 
Diluted eamings per share 

See accompanying notes to consolidated fmancial statements. 

2012 2011 2010 

9,177 
6 

1,155 
488 

10,826 

1,505 
46 

1,551 

9,275 

2,275 

7,000 

178 
1,309 
144 
203 
362 
29 
344 

2,569 

3,965 
866 
288 
585 
519 

1,289 
346 
264 

8,122 

1,447 

339 

1,108 

0.35 
0.35 

3,184,429 
3,184,429 

9,345 
34 

1,310 
610 

11,299 

2,219 
96 

2,315 

8,984 

2,475 

6,509 

189 
746 
157 
211 
239 
— 
222 

1,764 

3,668 
908 
280 
519 
424 

1,221 
381 
195 

7,596 

677 

(1) 

678 

0.21 
0.21 

3,184,429 
3,184,429 

9,296 
97 

1,737 
553 

11,683 

3,025 
176 

3,201 

8,482 

3,110 

5,372 

192 
833 
52 
219 
321 
212 

• — 

1,829 

3,480 
866 
306 
512 
378 

1,109 
524 
29 

7,204 

(3) 

(243) 

240 

0.08 
0.08 

3,141,123 
3,141,123 



1ST COLONIAL BANCORP, INC. AND SUBSIDIARY 
Consolidated Statements of Comprehensive Income 
Years ended December 31, 2012, 2011, and 2010 

(Dollars in thousands, except share data) 

2012 
Years Ended December 31, 

2011 2010 
Before 

Tax 
Amount 

Tax 
Expense 
(Benefit) 

Net of 
Tax 

Amount 

Before 
Tax 

Amount 

Tax 
Expense 
(Benefit) 

Net of 
Tax 

Amount 

Before 
Tax 

Amount 

Tax 
Expense 
(Benefit) 

Net of 
Tax 

Amount 

Net Income 
Other comprehensive income: 

Net unrealized gains (losses) on available-
for-sale investment securities: 

Net uru-ealized holding gains (losses) 
arising diffing the period 
Less: reclassiflcation adjustment for 
net (gains) losses on sales realized in 
net income 

Total net unrealized gains (losses) 
on available-for-sale investment 
securities 

Other comprehensive income 

Total comprehensive income 

$ 1,447 $ 339 $ 1,108 $ 677 

(123) 

(29) 

(94) 

_t941 

S 1,353 

JSJl 

(1) $ 678 $ (3) S (243) S 240 

(49) (74) 460 185 275 

(37) (57) 460 

460 _(37i 

302 $ 1,051 $ 1,137 

185 

466 184 282 

(212) (83) (129) 

185 275 254 101 

275 254 101 

153 

153 

184 $ 953 $ 251 $ (142) $ 393 

See accompanying notes to consolidated fmancial statements. 
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1ST COLONIAL BANCORP, INC. AND SUBSIDIARY 
Consolidated Statements of Cash Flows 

Years ended December 31, 2012, 2011, and 2010 
(Dollars in thousands) 

2012 2011 2010 

Cash flows from operating activities: 
Net income $ 1,108 678 240 
Adjustments to reconcile net income to net cash (used in) provided by 

operating activities: 
Depreciation and amortization 
Amortization of premium on securities, net 
Amortization of deferred fees/cost, net 
Stock-based compensation 
Gain on sales of mortgage ioans held for sale 
Gain on sales of guaranteed portion of SBA loans 
(Gain) on sale of securities 
Loss on real estate owned 
Provision for loan losses 
Cash disbursed for mortgage banking activities 
Cash received for mortgage banking activities 
Decrease (increase) in accrued interest receivable 
Decrease (increase) deferred income tax benefit 
(Increase) decrease in other assets 
Increase in cash value of bank-owned life insurance, net 
Decrease in accraed interest payable 
(Decrease) increase in other liabilities 

Total adjustments 

Net cash (used in) provided by operating activities 

Cash flows from investing activities: 
Proceeds from maturities and sales of securities available for sale 
Proceeds from maturities of securities held to maturity 
Proceeds from sales of short-term investments 
Purchases of securities available for sale 
Purchases of securities held to maturity 
Purchase of Federal Home Loan Bank stock 
Proceeds from sale of Federal Home Loan Bank stock 
Repayment of principal of securities available for sale 
Proceeds from sale of real estate owned 
Increase in loans receivable, net 
Capital expenditures 

Net cash (used in) provided by investing activities 

Cash flows from financing activities: 
Net increase (decrease) in deposits 
Net decrease in other borrowings 
Stock issuance costs 

Net cash (used in) provided by financing activities 

Net (decrease) increase in cash and cash equivalents 

Cash and cash equivalents at begiiming of year 

Cash and cash equivalents at end of year 

Supplemental disclosures: 
Cash paid during the year for: 

Interest 
Income taxes paid (received) 

Noncash items: 
Net change in unrealized gains on securities available for sale, net of 

taxes of $(37) and $185 for 2012 and 2011, respectively 
Transfer to real estate owned 

See accompanying notes to consolidated financial statements. 

181 
(279) 

1 
42 

(1,309) 
(344) 
(29) 
264 

2,275 
(54,906) 
50,644 
121 

(153) 
267 
(203) 
(15) 
492 

(2,951) 

(1,843) 

12,841 
37,493 
250 

(33,837) 
(35,099) 

(347) 
— 

14,087 
322 

(3,535) 
(79) 

(7,904) 

15,206 
(3,354) 

— 

11,852 

2,105 

8,810 

10,915 

1,566 
(132) 

(57) 
274 

181 
(395) 

1 
58 

(746) 
(222) 
— 
195 

2,475 
(43,045) 
43,090 
(108) 
143 
(59) 

(211) 
(24) 

(165) 

1,168 

1,846 

4,710 
41,427 
2,999 

(29,054) 
(41,632) 

— 
252 

10,715 
735 

(3,610) 
(118) 

(13,576) 

24,367 
(6,966) 

— 
17,401 

5,671 

3,139 

8,810 

2,339 
115 

275 
1,188 

181 
(334) 
(8) 
72 

(833) 
— 

(212) 
29 

3,110 
(32,824) 
32,865 
186 

(497) 
925 
(220) 
(17) 
340 

2,763 

3,003 

23,625 
38,225 
2,849 

(21,386) 
(42,434) 

— 
68 

8,281 

(8,010) 
(70) 

1,148 

(118) 
(4,625) 

(3) 

(4,746) 

(595) 

3,734 

3,139 

3,219 
55 

153 
247 



1^^ COLONIAL BANCORP, INC. AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2012 and 2011 

(1) Nature of Operations 

1̂ ' Colonial Bancorp, Inc. (the Company) is a Pennsylvania corporation headquartered in Collingswood, 
New Jersey, and the parent company of T' Colonial Community Bank (the Bank). The Bank opened for 
business on June 30, 2000, and provides a wide range ofbusiness and consumer financial services through 
its three New Jersey branch offices located in Collingswood, Westville, and Cinnaminson. 

The Company was organized as the holding company for the Bank, in connection with the reorganization 
approved by the Bank's shareholders at the annual meeting on June 12, 2002. As a bank holding company 
registered under the Bank Holding Company Act of 1956, the Company is subject to the supervision and 
regulation of the Board of Govemors of the Federal Reserve System (the FRB). The Bank was a national 
bank until November 1, 2012 when it was granted a state charter by the New Jersey Department of 
Banking and Insurance. The Bank's deposits are insured by the Federal Deposit Insurance Corporation 
(FDIC). The Company's operations and those ofthe Bank are subject to supervision and regulation by 
FRB, the FDIC, and the New Jersey Department of Banking and Insurance. The principal activity ofthe 
Bank is to provide its local communities with general commercial and retail banking services. The Bank is 
managed as one business segment. 

(2) Summary of Significant Accounting Policies 

(a) Basis of Presentation 

The accompanying consolidated financial statements include the accounts of the parent company, 
1" Colonial Bancorp, Inc. and its wholly owned subsidiary, T' Colonial Community Bank. Prior 
period amounts have been reclassified, where necessary, to conform to current year classification. 

(b) Use of Estimates 

The preparation of consolidated financial statements in conformity with U.S. generally accepted 
accounting principles requires management to make estimates and assumptions that affect the 
reported amounts ofassets and liabilities and disclosure of contingent assets and liabilities at the date 
of the consolidated financial statements and the reported amounts of income and expenses during the 
reporting period. Actual results could differ fi-om those estimates. 

(c) Cash and Cash Equivalents 

For purposes of reporting cash flows, cash and cash equivalents include cash and amounts due from 
banks and federal fimds sold. Generally, federal funds sold are repurchased the following day. 

(d) Short-Term Investments 

The Bank's short-term investments comprise certificates of deposit carried at cost. 

(e) Investments Held to Maturity 

Debt securities that management has the positive intent and ability to hold until maturity are 
classified as held to maturity and are carried at their remaining unpaid principal balance, net of 
unamortized premiums or unaccreted discounts. Premiums are amortized and discounts are accreted 

(Continued) 



1^^ COLONIAL BANCORP, INC. AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2012 and 2011 

using a method that produces results that approximate level yield over the estimated remaining term 
ofthe imderlying security. 

(f) Securities Available for Sale 

Securities not classified as held to maturity are classified as available-for-sale and are stated at fair 
value. Unrealized gains and losses are excluded from eamings and are reported as accumulated other 
comprehensive (loss) income, net of tax, as a separate component of shareholders' equity, until 
realized. Gains and losses are determined using the specific-identification method and are accounted 
for on a trade-date basis. 

(g) Bank Stock 

The Bank carries its investments in Atlantic Central Bankers Bank (ACBB) stock and Federal 
Reserve Bank (FRB) stock at their amortized cost because they do not have a readily determinable 
fair value. These investments are included in bank stock in the consolidated statements of financial 
condition. 

The Bank is required to maintain an investment in ACBB stock. The Bank had $40,000 and $40,000 
in ACBB stock at December 31, 2012 and 2011, respectively. 

Prior to November 1, 2012, the Bank was required to maintain an investment in FRB stock. The 
amount of this stock requirement was based on Bank capital. The Bank had no balances in FRB 
stock at December 31, 2012 as compared to $506,000 in FRB stock at December 31, 2011. 

During 2006, the Bank became a member of the Federal Home Loan Bank of New York (FHLB). 
The Bank is required to acquire and hold shares of capital stock in the FHLB based upon a 
percentage of the Bank's FHLB borrowings, unused borrowing capacity and the amoimt of 
residential first mortgage loans sold to the FHLB. The Bank had $1,207,000 and $354,000 in FHLB 
stock at December 31, 2012 and 2011, respecfively. The Bank carries its investment in FHLB stock 
at cost, or par value, and evaluates FHLB stock for impairment based on the ultimate recoverability 
of par value rather than by recognizing temporary declines in value. As part of the impairment 
assessment of FHLB stock, management considers, among other things, (i) the significance and 
length of time any declines in net assets of the FHLB compared to its capital stock, (ii) commitments 
by the FHLB to make payments required by law or regulations and the level of such payments in 
relation to its operating performance; (iii) the impact of legislative and regulatory changes on 
financial institutions and, accordingly, the customer base ofthe FHLB; and (iv) the liquidity position 
ofthe FHLB. The FHLB has access to the U.S. Govemment-Sponsored Enterprise Credit Facility, a 
secured lending facility that serves as a liquidity backstop, substantially reducing the likelihood that 
the FHLB would need to sell securities to raise liquidity and, thereby, cause the realization of large 
economic losses. The FHLB is rated AAA and is likely to remain unchanged based on expectations 
that the FHLB has a very high degree of govemment support and was in compliance with all 
regulatory capital requirements as of December 31, 2012. Based on the above, we have determined 
there was no other-than-temporary impairment related to our FHLB stock investment as of 
December 31, 2012. 

(Continued) 



1^^ COLONIAL BANCORP, INC. AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2012 and 2011 

(h) Mortgage Loans Held for Sale 

The Bank originates and sells residential mortgage loans servicing released to the secondary market. 
This activity enables the Bank to fiilfill the credit needs of the community while reducing its overall 
exposure to interest rate and credit risk. These loans are reported at the lower of their cost or fair 
market value. 

(i) Loans 

Loans are stated at the principal amount outstanding, net of deferred loan fees and costs. Interest 
income is accmed on the principal amount outstanding. Loan origination fees and related direct costs 
are deferred and amortized to interest income over the term of the respective loan as a yield 
adjustment. 

Loans are reported as nonaccmal if they are past due as to principal or interest payments for a period 
of 90 days or more. Exceptions may be made if a loan is deemed by management to be well 
collateralized and in the process of collection. Loans that are on a current payment status may also be 
classified as nonaccmal if there is serious doubt as to the borrower's ability to continue interest or 
principal payments. When a loan is placed in the nonaccmal category, interest accmals cease and 
uncollected accmed interest receivable is reversed and charged against current interest income. 
Nonaccmal loans are generally not retumed to accming status until principal and interest payments 
have been brought current and fiill collectability is reasonably assured. Impaired loans are measured 
based on the present value of expected fiiture discounted cash flows, the market price ofthe loan, or 
the fair value ofthe underlying collateral if the loan is collateral dependent. For purposes of applying 
the measurement criteria for impaired loans, the Bank excludes large groups of smaller-balance 
homogeneous loans, primarily consisting of residential real estate and consumer loans, as well as 
commercial loans with balances of less than $100,000. The recognition of interest income on 
impaired loans is the same as for nonaccmal loans discussed above. 

Q) Allowance for Loan Losses 

The allowance for loan losses reflects management's best estimate of losses, both known and 
inherent, in the existing loan portfolio. Management uses signiflcant estimates to determine the 
allowance for loan losses. Management's estimates consider such factors as changes in the nature 
and volume of the portfolio, overall portfoUo quality, review of specific problem loans, and current 
economic conditions that may affect the borrowers' ability to pay. The provision for loan losses 
charged to operating expenses represents the amount necessary to maintain an appropriate allowance. 
Loan losses are charged directly against the allowance for loan losses when loans are determined to 
be uncollectible. Recoveries on previously charged-off loans are added to the allowance when 
received. 

In addition, regulatory authorities, as an integral part of their examinations, periodically review the 
allowance for loan losses. They may require additions to the allowance based upon their judgments 
about information available to them at the time of examination. 

(Continued) 
10 



1^^ COLONIAL BANCORP, INC. AND SUBSIDIARY 

Notes to ConsoUdated Financial Statements 

December 31, 2012 and 2011 

(k) Premises and Equipment 

Premises and equipment are recorded at cost less accumulated depreciation and amortization. 
Depreciation is computed using the straight-line method over the expected useful lives of the assets. 
Amortization of leasehold improvements is computed using the straight-line method over the shorter 
of the usefiil lives or the remaining lease term. Software costs, fumiture, and equipment have 
depreciable lives of 3 to 10 years. Building and improvements have estimated usefiil lives of 30 to 
35 years. The costs of maintenance and repairs are expensed as they are incurred, and renewals and 
betterments are capitalized. 

(I) Real Estate Owned 

Real estate owned is comprised of properties acquired through foreclosure proceedings or acceptance 
of a deed in lieu of foreclosure. Real estate owned is recorded at the lower of the carrying value of 
the loan or the fair value of the property, net of estimated selling costs. Costs relating to the 
development or improvement of properties are capitalized, while expenses related to the operation 
and maintenance of properties are expensed as incurred. Gains or losses upon dispositions are 
reflected in eamings as realized. The Bank had Real estate owned in the amount of $1,183,000 and 
$1,240,000 at December 31, 2012 and 2011, respectively. 

(m) Bank-Owned Life Insurance 

The Bank purchased $5 million of Bank-Owned Life Insurance (BOLI) on selected officers and key 
employees, $4 miUion was purchased in July 2005, and an additional $1 million was purchased in 
December 2009. The asset is carried at its cash surrender value of $5,937,000 at December 31, 2012. 
Income of $203,000 was recognized on BOLI for 2012 and is included in other income. The Bank 
has an agreement to split the benefits with the employees if the employee is still working or is on 
disability at time of death. The maximum amount that will be paid to all employees is $1,225,000. 

(n) Earnings Per Share 

Basic eamings per share is calculated as net income divided by the weighted average number of 
shares outstanding. Dilutive eamings per share include dilutive common stock equivalents as 
computed under the treasury stock method using average common stock prices. 

(o) Income Taxes 

Deferred tax assets and liabilities are recognized for the fiiture tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities and 
their respective tax bases, as well as operating loss carryforwards. Deferred tax assets and liabilities 
are measured using enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settied. The effect on deferred tax assets and 
liabilities of a change in tax rates is recognized in income in the period that includes the enactment 
date. A valuation allowance is established against deferred tax assets when, in the judgment of 
management, it is more likely than not that such deferred tax assets will not become available. 
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(p) Stock Options 

As of December 31, 2012, the Company had four stock-based compensation plans, which are 
described more fully in note 18. The Company accounts for all share-based payments to employees, 
including grants of employee stock options, to be recognized as compensation expense in the 
consolidated financial statements based on their fair values. That expense will be recognized on a 
straight-line basis over the period during which services are provided in exchange for the award, 
known as the requisite service period (usually, the vesting period). 

(q) Recent Accounting Pronouncements 

In June 2011, the FASB issued ASU No. 2011-05 Presentation of Comprehensive Income, regarding 
the presentation of comprehensive income and to increase the prominence of items reported in other 
comprehensive income and facilitate the convergence of U.S. GAAP and Intemational Financial 
Reporting Standards (IFRS). The guidance requires entities to report the total of comprehensive 
income, the components of net income and the components of other comprehensive income either in 
a single continuous financial statement or in two separate but consecutive financial statements. The 
Company adopted the two separate but consecutive financial statements approach by including 
consolidated statements of comprehensive income after the consolidated statements of operations in 
this report. 

In May 2011, the FASB issued ASU No. 2011-04, Amendments to Achieve Common Fair Value 
Measurements and Disclosure Requirements in U.S. GAPP and IFRSs, regarding fair value 
measurements, which establishes a global standard in U.S. GAAP and IFRS for applying fair value 
measurements and disclosures. Consequently, the amendments in this update change the wording to 
describe many of the requirements for measuring fair value and for disclosing information about fair 
value measurements. The amendments do not require additional fair value measurements and most 
ofthe amendments are not intended to result in a change ofthe application of fair value measurement 
requirements. Additional disclosures required include: 1) for fair value measurements categorized 
within Level 3 ofthe fair value hierarchy: a) the valuation processes used by the reporting entity; and 
b) the sensitivity of the fair value measurement to changes in unobservable inputs and the 
interrelationships between those unobservable inputs, if any; and 2) the categorization by level ofthe 
fair value hierarchy for items that are not measured at fair value in the statement of financial position 
but for which the fair value is required to be disclosed. This amendment is effective for fiscal years 
beginning January 1, 2012 for the Company, and is to be applied prospectively. The guidance on fair 
value measurements did not have a material impact on the Company's consolidated financial 
statements. 

(Continued) 
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In April 2011, the FASB issued ASU No. 2011-02, A Creditor's Determination of Whether a 
Restructuring Is a Troubled Debt Restructuring, regarding a creditor's determination of whether a 
restmcturing is a troubled debt restmcturing. In evaluating whether a restmcturing constitutes a 
troubled debt restmcturing, a creditor must separately conclude that the restmcturing constitutes both 
a concession and the borrower is experiencing financial difficulties under the guidance provided by 
this update. In addition, the amendments clarify that a creditor is precluded from using the effective 
interest rate test in the borrower's guidance on restmcturing of payables when evaluating whether a 
restmcturing constitutes a troubled debt restmcturing. The guidance on identifying and disclosing 
troubled debt restmcturings did not have a material impact on the Company's financial statements 
although it resulted in expanded prospective disclosures effective for the year ended December 31, 
2012, which are included under note 6, "Loans Receivable". 

(3) Common Stock Dividends 

On November 21, 2012, the Company declared a 5% stock dividend to all shareholders of record as of 
April 1, 2013 payable on April 15, 2013. No stock dividends were declared during 2011 or 2010. 

(4) Cash and Due from Banlcs 

The Bank is required to maintain certain daily average reserve balances in accordance with FRB 
requirements. At December 31, 2012 and 2011, the FRB reserve requirement was $25,000. 

In addition, the Bank was required to maintain $200,000 in cash reserves at its correspondent banks at 
DecemberSl, 2012 and 2011. This cash reserve is included in cash and cash equivalents in the 
consolidated statements of financial condition. 

(5) Investment Securities 

A comparison of amortized cost and approximate fair value of investment securities held to maturity and 
securities available for sale at December 31, 2012 and 2011 is as follows (dollars in thousands): 

2012 

j Investments held to maturity: 
Municipal securities 

Total 

Securities available for sale: 
U.S. govemment securities 
Mortgage-backed securities 
Municipal bonds 

Total 

$_ 

$_ 

$ 

$_ 

Amortized 
cost 

32,463 

32,463 

12,095 
51,015 

2,412 

65,522 

Gross 
unrealized 

gains 

_ 

— 

17 
1,086 

218 

1,321 

Gross 
unrealized 

losses 

_ 

— 

(17) 
(91) 

(108) 

Fair vaiue 

32,463 

32,463 

12,095 
52,010 

2,630 

66,735 

(Continued) 
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2011 

Investments held to maturity: 
Municipal securities 

Total 

Securities available for sale: 
U.S. govemment securities 
Mortgage-backed securities 
Municipal bonds 

Total 

$_ 

$^ 

$ 

$_ 

Amortized 
cost 

34,857 

34,857 

8,989 
44,367 

4,949 

58,305 

Gross 
unrealized 

gains 

_ 

— 

46 
1,035 

306 

1,387 

Gross 
unrealized 

losses 

_ 

— 

(2) 
(65) 
(13) 

(80) 

Fair value 

34,857 

34,857 

9,033 
45,337 

5,242 

59,612 

The scheduled maturities of investments held to maturity and securities available for sale at 
December 31, 2012 are as follows (dollars in thousands): 

Investments held to maturity Securities available for sale 

Due in one year or less 
Due after one year up to 

five years 
Due after five years up to 

ten years 
Due after ten years 

Total 

$ 

$ 

Amortized 
cost 

31,849 

230 

256 
128 

32,463 

Fair value 

31,849 

230 

256 
128 

32,463 

Amortized 
cost 

40 

1,096 

19,906 
44,480 

65,522 

Fair value 

41 

1,186 

20,238 
45,270 

66,735 

Proceeds from sales and maturities of securities available for sale totaled $12,841,000, $4,710,000 and 
$23,625,000 during 2012, 2011 and 2010, respectively. Gains realized from the sale of securities were 
$29,000, $0 and $212,000 in 2012, 2011 and 2010, respectively. 

At December 31, 2012, the Company pledged $94,000,000 in investment securities as collateral for 
uninsured municipal deposits, uninsured deposits underlying retail repurchase agreements and the FHLB 
for potential borrowings. 

(Continued) 
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(6) 

Gross unrealized losses and fair value, aggregated by investment category and length of time that 
individual securities have been in continuous unrealized loss positions at December 31, 2012 are as follows 
(dollars in thousands): 

Investments held to maturity: 
Municipal securities 

Total 

Securities available for sale: 
U.S. govemment securities 
Mortgage-backed securities 
Municipal securities 

Total 

Total temporarily 
impaired 
investments 

$_ 

$ 

Less than 12 months 

Fair value 

10,078 
19,569 

29,647 

29,647 

Unrealized 
losses 

(17) 
(91) 

(108) 

(108) 

Over 12 months 
Unrealized 

Fair value losses 

„ 

— — 

_ 

To( 

Fair value 

_ 

10,078 
19,569 

29,647 

29,647 

:al 
Unrealized 

losses 

_ 

(17) 
(91) 

(108) 

(108) 

For all of the above investment securities, the unrealized losses are generally due to changes in interest 
rates and, as such, are considered to be temporary by the Company. The temporary impairment of fixed 
rate investments is likely to continue in a rising interest rate environment. The contractual terms of these 
investments do not permit the issuer to settle the securities at a price less than the amortized cost of the 
investment. Because the Company has the ability and intent to hold these investments until a market price 
recovery or maturity, these investments are not considered other than temporarily impaired. 

AU temporarily impaired investments are bank-qualified investments. There has been no significant change 
in the credit quality of issuers since the securities were purchased. 

Loans Receivable 

Loans receivable consist ofthe following at December 31, 2012 and 2011 (dollars in thousands): 

2012 2011 

Commercial 
Real estate - commercial 
Real estate - residential 
Constmction 
Consumer 

Less allowance for loan losses 
Deferred loan costs 

$ 

Loans receivable, net 

28,723 
82,446 
56,073 

5,708 
2,179 

175,129 

(3,730) 
77 

171,476 

37,148 
74,803 
52,811 

5,724 
2,702 

173,188 

(2,864) 
78 

170,402 

15 

(Continued) 



1^^ COLONIAL BANCORP, INC. AND SUBSIDIARY 

Notes to ConsoUdated Financial Statements 

December 31, 2012 and 2011 

The Bank is subject to a loans-to-one-borrower limitation of 15% of capital funds. At December 31, 2012, 
the loans-to-one-borrower limitation was $4,191,000; this excludes an additional 10% of adjusted capital 
funds or $2,792,000, which may be loaned if coUateralized by readily marketable securities as defined by 
regulations. At December 31, 2012 and 2011, there are no loans outstanding or committed to any one 
borrower that individually or in the aggregate exceed that limit. 

The Bank lends primarily to customers in its local market area. Most loans are mortgage loans. Mortgage 
loans include loans secured by commercial and residential real estate and constmction loans. Accordingly, 
lending activities could be affected by changes in the general economy, the regional economy, or real 
estate values. At December 31, 2012 and 2011, mortgage loans totaled $144,227,000 and $133,338,000, 
respectively. Mortgage loans represent 82.4% and 77.0% of total gross loans at December 31, 2012 and 
2011, respectively. 

The Bank had 26 nonaccming loans at December 31, 2012 in the amount of $4,775,000. AU of the 
nonaccming loans are impaired. The Bank has identified reserves totaling $310,000 for these loans. The 
nonaccming loans are secured and in the process of collection. The Bank had 13 nonaccming loans at 
December 31, 2011 in the amount of $3,006,000. The Bank charged-off aU amounts in excess of net 
realizable value on these loans. 

Average nonaccming loans were $3,654,000 and $4,087,000 for the years ended December 31, 2012 and 
2011, respectively. 

Allowance for Loan Losses (the Allowance) 

The following table details the rollforward ofthe Bank's allowance for loan losses for the twelve-month 
periods ended December 31, 2012 and 2011: 

2012 2011 

Balance at beginning ofthe year 
Provision 
Loan charge-offs, net of recoveries: 

Consumer: 
Home equity 
Other 

Commercial: 
Real estate - commercial 
Constmction 
Commercial 

Balance, at end of year 

2,864 
2,275 

(581) 
(16) 

(790) 

(22) 

3,730 

3,564 
2,475 

(615) 
(335) 

(1,621) 

(604) 

2,864 

(Continued) 
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The following table details the allocation of the allowance for loan losses by portfolio segment based on 
the methodology used to evaluate the loans for impairment as of December 31, 2012 and 2011: 

AsofDecember31,2012: 
Allowance on loans: 

Individually evaluated 
for impairment 

Collectively evaluated 
for impairment 

General pool 
Special mention pool 
Substandard pool 
Doubtful pool 

Ending balance 

AsofDecember31,2011: 
Allowance on loans: 

Individually evaluated 
for impairment 

Collectively evaluated 
for impairment 

General pool 
Special mention pool 
Substandard pool 
Doubtful pool 

Ending balance 

Commercial 
real estate 

$ 67 

1,182 
152 
415 
— 

$ 1,816 

S 50 

— 
903 
142 
202 
— 

$ 1,297 

Residential 
construction 

— 

50 
— 
— 
— 

50 

— 

— 
33 
— 
— 
— 

33 

Conunercial 

243 

528 
3 

79 
— 

853 

— 

— 
670 

3 
190 
— 

863 

real estate 

— 

903 
2 

31 
— 

936 

— 

— 
550 

2 
55 
— 

607 

Consumer 

— 

69 
— 

6 
— 

75 

— 

— 
63 

1 
— 
— 

64 

Total 

310 

— 
2,732 

157 
531 
— 

3,730 

50 

— 
2,219 

148 
447 
— 

2,864 

The following table details the carrying value for loans by portfolio segment based on methodology used to 
evaluate the loans for impairment as of December 31, 2012 and 2011: 

AsofDecember31,2012: 
Balance ofloans: 

Individually evaluated 
for impaimient 

Collectively evaluated 
for impairment 

Total loans 

AsofDecember31,2011: 
Balance ofloans: 

Individually evaluated 
for impairment 

Collectively evaluated 
for impairment 

Total loans 

$ 

$ 

$ 

$ 

Commercial 
real estate 

5,666 

76,780 

82,446 

Commercial 
real estate 

5,007 

69,796 

74,803 

Construction 

— 

5,708 

5,708 

Construction 

— 

5,724 

5,724 

Commercial 

592 

28,131 

28,723 

Commercial 

90 

37,058 

37,148 

Residential 
real estate 

937 

55,136 

56,073 

Residential 
real estate 

514 

52,297 

52,811 

Consumer 

— 

2,179 

2,179 

Consumer 

184 

2,518 

2,702 

Total 

7,195 

167,934 

175,129 

Total 

5,795 

167,393 

173,188 
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As part ofthe process of allocating the allowance to different segments ofthe loan portfolio, Management 
considers certain credit quality indicators. For the commercial mortgage, constmction, and commercial and 
industrial loan segments, periodic reviews of the individual loans are performed by both in-house staff as 
well as extemal loan reviewers. The results of these reviews are reflected in the risk grade assigned to each 
loan. These intemally assigned grades are as follows: 

Pass - Loans considered to be satisfactory with no indications of deterioration. 

Special Mention - Loans classified as special mention have a potential weakness that deserves 
management's close attention. If left uncorrected these potential weaknesses may result in deterioration of 
the repayment prospects for the loan or ofthe bank's credit position at some future date. 

Substandard - Loans classified as substandard are inadequately protected by the current net worth and 
payment capacity ofthe obligor or ofthe collateral pledged, if any. Substandard loans have a well-defined 
weakness or weaknesses that jeopardize the liquidation of the debt. They are characterized by the distinct 
possibility that the bank will sustain some loss if the deficiencies are not corrected. 

Doubtful - Loans classified as doubtful have all weaknesses inherent in those classified as substandard, 
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. 

In addition, the remaining segments of the loan portfolio, which include residential real estate and 
consumer loans are allocated portions ofthe allowance based on their performance status. 

The following tables detail the carrying value of loans by commercial loan portfolio based on the credit 
quality indicators used to allocate the allowance for loan losses as of December 31, 2012 and 2011: 

Credit risk profile by intemally assigned grade 

December 31: 
Pass 
Special mention 
Substandard 
Doubtful 

Commercial real estate 
2012 

$ 70,550 
2,827 
8,564 

505 

2011 

64,684 
3,096 
6,914 

109 

Construction 
2012 2011 

5,708 5,724 

Commercial 
2012 

27,026 
242 

1,414 
41 

2011 

35,063 
267 

1,765 
53 

82,446 74,803 5.708 5,724 28,723 37,148 
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Impaired Loans 

The following tables detail the recorded investment and principal balance of impaired loans by portfolio 
segment, their related allowance for loan losses for the twelve months ended December 31, 2012 and 2011: 

Real estate 
commercial Construction Commercial 

Real estate 
residential Consumer 

Related specific reserves 
Contractual principal balance 

50 
5,512 106 572 337 

Totals 

AsofDecember31,2012: 
Impaired loans with no specific 

reserve 
Impaired loans with specific 

reserve 
Accruing restructured loans with 

specific reserve 

Total impaired loan 
balance 

Related specific reserves 
Contractual principal balance 

AsofDecember31,20n: 
Impaired loans with no specific 

reserve 
Accruing restructured loans with 

specific reserve 

Total impaired loan 
balance 

$ 

-

$ 

-

$ 

-

$_ 

3,321 

440 

1,905 

5,666 

243 
6,291 

Real estate 
commercial 

2,255 

2,752 

5,007 

— 177 

— 415 

— — 

— 592 

619 

Construction Commercial 

— 53 

— • 37 

— 90 

422 

— 

515 

937 

67 
1,044 

Real estate 
residential 

514 

— 

514 

— 

— 

— 

— 

Consumer 

184 

— 

184 

3,920 

855 

2,420 

7,195 

310 
7,954 

Totals 

3,006 

2,789 

5,795 

50 
6,527 

Troubled Debt Restructured Loans and Leases 

The Company determines whether a restmcturing of debt constitutes a troubled debt restmcturing ("TDR") 
in accordance with guidance under FASB ASC Topic 310 "Receivables". The Company considers a loan a 
TDR when the borrower is experiencing financial difficulty and we grant a concession that we would not 
otherwise consider but for the borrower's financial difficulties. The Company evaluates selective criteria 
to detennine if a borrower is experiencing financial difficulty, including the ability of the borrower to 
obtain funds from sources other than the Company at market rates. 

The following tables summarize information about TDRs as of December 31, 2012: 

(Continued) 
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No. of loans Balance 

Loans modified during the period in a manner that met 
the definition of a TDR 

Modifications granted: 
Deferral of principal amounts due 
Below market interest rate granted with deferral of 
principal amounts due 

Outstanding principal balance immediately before and 
after modification 

Outstanding principal balance at period end 

1 

11 

(In thousands) 

515 

515 

515 

3,231 

(7) 

There were no TDRs which have defaulted (defined as past due 90 days) during the twelve months ended 
December 31, 2012 that were restmctured within the last twelve months prior to December 31, 2012: 

Premises and Equipment, Net 

Premises and equipment at December 31, 2012 and 2011 are summarized as follows (doUars in thousands): 

2012 2011 

Fumiture and equipment $ 
Building and land 
Leasehold improvements 

Accumulated depreciation and amortization 

1,556 
1,499 

734 

3,789 

(2,023) 

1,766 

1,502 
1,494 

719 

3,715 

(1,847) 

1,868 

Depreciation and amortization expense was $176,000, $181,000 and $181,000 for the years ended 
December 31, 2012, 2011 and 2010, respectively, and is recorded in occupancy and equipment expenses. 

The Company leases its main office and operations center, both of which are located in Collingswood, 
New Jersey. The Company relocated its operations center in May 2007. The Company owns its branch 
located in Westville, New Jersey. The Westville branch opened in January 2003. The Company owns its 
branch located in Cinnaminson, New Jersey. The Cinnaminson branch opened in September 2005. 
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(8) Deposits 

Deposits consist of the foUowing major classifications at December 31, 2012 and 2011 (dollars 
in thousands): 

2012 2011 

Interest checking 
Noninterest checking 
Money market 
Savings 
Certificates of deposit 

Total 

Weighted 
average rate 

0.60% $ 
— 

0.49 
0.45 
0.85 

0.51% $ 

Amount 

113,679 
36,497 
24,724 
58,969 
38,335 

272,204 

Percentage 
of total 
deposits 

41.9% 
13.4 
9.1 

21.5 
14.1 

100.0% 

Weighted 
average rate 

0.92% $ 
— 

0.49 
0.46 
1.13 

0.49% $ _ 

Amount 

86,686 
38,460 
24,457 
64,668 
42,727 

256,998 

Percentage 
of total 
deposits 

33.7% 
15.0 
9.5 

25.2 
16.6 

100.0% 

The Bank has a concentration of deposits from local municipalities. Municipal deposits, which are mostly 
interest-checking accounts, were $101,228,000 or 36.8% of total deposits at December 31, 2012, and 
$72,307,000 or 28.1% of total deposits at December 31, 2011. Municipal deposit accounts in excess of 
$250,000 are coUateraUzed by investment securities with a carrying value of $81,800,000 at 
December 31,2012. 

Certificates of deposit accounts of $100,000 and over totaled $26,630,000 and $27,878,000 at 
December 31, 2012 and 2011, respectively. 

Interest expense on deposits consisted ofthe following for the years ended December 31, 2012 and 2011, 
(dollars in thousands): 

2012 2011 2010 

759 
101 
262 
383 

i,505 

907 
165 
369 
778 

2,219 

929 
128 
578 

1,390 

3,025 

Interest checking $ 
Money market 
Savmgs 
Certificates of deposit 

Interest expetKe on deposits $ 

The following is a schedule of certificates of deposit by maturities as of December 31, 2012 (dollars 
in thousands): 

Year ending December 31: 
2013 
2014 
2015 
2016 

Total 

33,193 
3,888 

782 
472 

38,335 
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(9) Borrowing Availability 

At December 31, 2012, the Bank had an unsecured line of credit with First Tennessee Bank in the 
aggregate amount of $5 million, an unsecured line of credit with Atlantic Central Bankers Bank in the 
aggregate amount of $7.5 million, and a secured line of credit with the FHLB in the amount of 
S4.8 million. The FHLB line of credit is secured with U.S. govemment securities and mortgage-backed 
securities with an aggregate market value of $5.2 million at December 31, 2012. At December 31, 2012, 
the Bank had no outstanding borrowing against its lines of credit. The Bank had borrowed fiinds 
outstanding for 97 days in 2012. The amounts outstanding ranged from $500,000 to $17,000,000. Total 
outstanding borrowings averaged $929,000 for the year ended December 31, 2012. At December 31, 2011, 
the Bank had an unsecured line of credit with First Tennessee Bank in the aggregate amount of $5 million, 
an unsecured line of credit with Atiantic Central Bankers Bank in the aggregate amount of $7.5 miUion, 
and a secured line of credit with the FHLB in the amount of $12.2 million. The FHLB line of credit is 
secured with U.S. govemment securities and mortgage-backed securities with an aggregate market value of 
$12.8 million at December 31, 2011. At December 31, 2011, the Bank had no outstanding borrowing 
against its lines of credit. The Bank had borrowed fiinds outstanding for 75 days in 2011. The amounts 
outstanding ranged from $50,000 to $9,000,000. Total outstanding borrowings averaged $1,136,000 for the 
year ended December 31,2011. 

In addition, the Bank sold securities under agreements to repurchase as another funding source. As of 
December 31, 2012 and 2011, the Bank had $5,707,000 and $9,060,000, respectively, of securities sold 
under agreements to repurchase. As of December 31, 2012, these repurchase agreements had fixed rates 
ranging from 0.5%) to 1.0% and terms ranging from 2 days to 365 days. The underlying securities for the 
repurchase agreements were U.S. govemment securities and mortgage-backed securities with an aggregate 
market value of $8,119,000 and $13,085,000 as of December 31, 2012 and 2011, respectively. 

At December 31, 2012, I'*' Colonial Bancorp, Inc. had a secured line of credit with Atlantic Central 
Bankers Bank (ACBB) in the aggregate amount of $2,000,000. The ACBB line is secured with 100% of 
the voting stock of T' Colonial National Bank. At December 31, 2012 there were no outstanding balances 
against this line. There were no amounts outstanding in 2012 under this line. 
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(10) Earnings Per Share 

The following is a reconciliation ofthe numerators and denominators ofthe basic and diluted eamings per 
share calculation for the years ended December 31, 2012 and 2011 (dollars in thousands, except per share 
data): 

2012: 
Basic eamings per share 
Effect of dilutive stock equivalents 

Diluted eamings per share 

2011: 
Basic eamings per share 
Effect of dilutive stock equivalents 

Diluted eamings per share 

2010: 
Basic eamings per share 
Effect of dilutive stock equivalents 

Diluted eamings per share 

$ 

$ _ 

$ 

$ _ 

$ 

$ _ 

Net income 

1,108 

1,108 

678 

678 

240 

240 

average 
number 
of shares 

outstanding 

3,184,429 

3,184,429 

3,184,429 

3,184,429 

3,141,123 

3,141,123 

Per share 
amount 

0.35 

0.35 

0.21 

0.21 

0.08 

0.08 

Eamings per share is calculated on the basis of weighted average number of shares outstanding. Options to 
purchase 352,279, 351,479, and 354,585 shares of common stock were outstanding at December 31, 2012, 
2011, and 2010, respectively. All unexercised warrants expired during 2006. Options and warrants, to the 
extent dilutive, were included in the denominator in the computation of eamings per diluted share. Options 
to purchase 352,279, 351,479, and 354,585 shares were antidilutive for 2012, 2011, and 2010, respectively, 
and, therefore, excluded from the calculation of eamings per diluted common share. 

(11) Fair Value of Financial Instruments 

The following required disclosure of the estimated fair value of financial instmments has been determined 
by the Company using available market information and appropriate valuation methodologies. However, 
considerable judgment is necessarily required to interpret market data to develop the estimates of fair 
value. Accordingly, the estimates presented herein are not necessarily indicative of the amounts the 
Company could realize in a current market exchange. The use of different market assumptions and/or 
estimation methodologies may have a material effect on the estimated fair value amounts. 
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The methods and assumptions used to estimate the fair values of each class of financial instmment are as 
follows: 

(a) Cash and Cash Equivalents, Short-Term Investments, Accrued Interest Receivable, and Accrued 
Interest Payable 

The items are generally short term in nature, and accordingly, the carrying amounts reported in the 
consolidated statements of financial condition are reasonable approximations of their fair values. 

(b) Investment Securities 

Fair values for investment securities are based on quoted market prices, if available. If quoted market 
prices are not available, then fair values are based on quoted market prices of comparable 
instruments. 

(c) Bank Stock 

The carrying value of bank stock in the accompanying consolidated statements of financial condition 
approximates fair value. 

(d) Loans and Mortgage Loans Held for Sale 

For variable rate loans that reprice frequently and with no significant change in credit risk, fair value 
is based on carrying value. The fair value for other loans receivable was estimated using a discounted 
cash flow analysis, which uses interest rates currently being offered for loans with similar terms to 
borrowers of similar credit quality. Consideration was given to prepayment speeds, economic 
conditions, risk characteristics, and other factors considered appropriate. 

(e) Deposits 

The fair values of deposits subject to immediate withdrawal, such as interest and noninterest 
checking, statement savings, and money market demand deposit accounts, are equal to their carrying 
amounts in the accompanying consolidated statements of financial condition. Fair values for 
certificates of deposit are estimated by discounting fiiture cash flows using interest rates currently 
offered on certificates of deposit with similar remaining maturities. 

(f) Other Borrowings 

The fair value of other borrowings is established using a discounted cash flow calculation that 
applies interest rates currently being offered on borrowings with similar terms. 

(S) Off-Balance-Sheet Instruments 

Off-balance-sheet instmments primarily comprised of loan commitments and unfimded lines of 
credit that are generally priced at market rate at the time of funding. Therefore, these instruments 
have nominal value prior to fiinding. 
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The estimated fair value ofthe Company's financial instmments at December 31, 2012 and 2011 
was as foUows (dollars in thousands): 

2012 2011 

Financial assets: 
Cash and cash equivalent 
Short-term investments 
Investments held to maturity 
Investments available for sale 
Bank stock, at cost 
Mortgages loans held for sale 
Loans receivable, net 
Accrued interest receivable 

Total financial 
assets 

Financial liabilities: 
Demand deposits 
Money market deposits 
Savings deposits 
Certificates of deposit 
Other borrowings 
Accrued interest payable 

Total financial 
liabilities 

Fair Value 
Heirarchy 

Level 1 $ 
Level 1 
Level 2 
Level 2 
Level 2 
Level 2 
Level 3 
Level 2 

$_ 

Level 2 $ 
Level 2 
Level 2 
Level 2 
Level 2 
Level 2 

$_ 

Carrying 
amount 

10,915 
500 

32,463 
66,735 

1,247 
8,979 

171,476 
918 

293,233 

150,175 
24,724 
58,969 
38,335 

5,706 
10 

277,919 

Notional 
amount 

Estimated 
fair value 

10,915 
500 

32,463 
66,735 

1,247 
8,979 

172,902 
918 

294,659 

150,175 
24,724 
58,969 
38,440 

5,706 
10 

278,024 

Carrying 
amount 

8,810 
750 

34,857 
59,612 

900 
3,409 

173,266 
1,039 

282,643 

125,146 
24,457 
64,668 
42,727 

9,060 
25 

266,083 

Notional 
amount 

Estimated 
fair value 

8,810 
750 

34,857 
59,612 

900 
3,409 

175,386 
1,039 

284,763 

125,146 
24,457 
64,668 
42,867 

9,069 
25 

266,232 

Off-balance-sheet instruments: 
Commitments to extend credit 26,205 24,421 

(12) Income Taxes 

Total income tax expense (benefit) was allocated for the years ended December 31, 2012, 2011 and 2010, 
as follows (dollars in thousands): 

2012 2011 

Income tax expense (benefit) 
Shareholders' equity for unrealized gain 

(loss) on securities available for sale 

339 

(37) 

302 

(I) 

185 

184 

2010 

(243) 

101 

(142) 

25 
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Income tax expense (benefit) consisted ofthe following for the years ended December 31, 2012, 2011 and 
2010 (dollars in thousands): 

2012 2011 2010 

Federal: 
Current 
Deferred 

State: 
Current 
Deferred 

365 
(150) 

215 

127 
(3) 

124 

339 

(148) 
90 

(58) 

3 
54 

57 

(1) 

162 
(399) 

(237) 

92 
(98) 

(6) 

(243) Total 

The following is a reconciliation between expected tax expense at the statutory rate of 34% and actual tax 
expense (doUars in thousands): 

2012 2011 2010 

At federal statutory rate 
Adjustments resulting from: 

State tax, net of federal benefit 
Tax-exempt interest income 
Bank-owned life insurance 
Stock-based compensation 
Other 

Total 

$ 

$ 

492 

82 
(178) 

(69) 
2 

10 

339 

230 

37 
(208) 
(72) 

7 
5 

(1) 

(1) 

(4) 
(180) 

(75) 
10 
7 

(243) 
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Significant deferred tax assets and liabilities of the Bank at December 31, 2012 and 2011 are as foUows 
(dollars in thousands): 

2012 

Deferred tax assets: 
Bad debt reserves - loans 
Nonaccmal interest 
Deferred rent 
SFAS 123R 
Charitable contributions 
Altemative minimum tax credit 
Net operating loss 
Other-than-temporary impairment 

Total gross deferred tax assets 

Deferred tax liabilities: 
Depreciation 
Deferred loan costs 
Prepaid expenses 
Unrealized gains on available-for-sale securities 

Total gross deferred tax liabilities 

Net deferred tax assets 

2011 

905 
26 
37 
92 
116 
537 
— 

58 

1,771 

(3) 
(177) 
(21) 
(485) 

(686) 

1,085 

622 
25 
41 
79 
168 
293 
372 
29 

1,629 

(18) 
(164) 
(30) 
(523) 

(735) 

894 

The realizability of deferred tax assets is dependent upon various factors, including the generation of future 
taxable income, the existence oftaxes paid and recoverable, the reversal of deferred tax UabiUties, and tax 
planning strategies. 

In assessing the realizabiUty of 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 assets is dependent upon the generation of future taxable income during the periods in which 
the net operating loss carryforwards are available and the temporary differences representing net fiiture 
deductibles reverse. Based upon these and other factors management has determined that it is more likely 
than not that the Company will realize the benefits of the deferred tax assets that exist at 
December 31,2012. 

The Company has a charitable contribution carryforward in the amount of $292,000, which will begin to 
expire on December 31, 2013. In addition, the Company has an altemative minimum tax credit 
carryforward of $537,000 with an indefinite life. 

Effective January 1, 2007, the Company adopted Financial Accounting Standards Board (FASB) 
Interpretation No. 48, Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement 
No. 109 (FIN 48). As of December 31, 2012 and 2011, the Company had no material unrecognized tax 
benefits or accmed interest and penalties. The Company's policy is to account for interest as a component 
ofinterest expense and penalties as a component of other expense. 

(Continued) 
27 



1^^ COLONIAL BANCORP, INC. AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2012 and 2011 

As of December 31, 2012, federal and state tax years 2009 through 2012 were open for examination. 
Currently, the Bank is undergoing a federal audit for examination periods 2010 and 2011. 

(13) Properties 

The Bank operates from its main office in Collingswood, New Jersey, and its branch offices in Westville, 
New Jersey and Cinnaminson, New Jersey. In addition, the Bank maintains an operations center in 
Collingswood, New Jersey. 

The Westville branch location was purchased on August 30, 2002. Subsequent to regulatory approval and 
renovation, this new branch opened in January 2003. The Cinnaminson branch location was purchased on 
June 6, 2005. Subsequent to regulatory approval and renovation, this new branch opened in 
September 2005. 

The main office and operations center are leased. The main office lease expires in December 2014, with an 
option to renew for an additional five-year term. 

In January 2007, the Bank signed a lease agreement for a new corporate lending and operations center. The 
Bank took occupancy in May 2007. The Bank has signed an initial seven-year lease with 3 ten-year 
options. 

In January 2008, the Bank signed a lease for additional space in the lending and operations center for the 
executive offices. The lease is coterminous with the lease for the lending and operations center. The 
minimum lease payments are included in the following table. 

Future minimum payments under leases, assuming exercise of renewal options, are summarized as follows 
(doUars in thousands): 

2013 $ 256 
2014 258 
2015 260 
2016 262 
2017 264 
Thereafter 5,119 

6,419 

Total rent expense was $308,000 for the years ended December 31, 2012, 2011 and 2010. 

(14) Commitments and Contingencies 

(a) Financial Instruments with Off-Balance-Sheet Risk 

The Bank is a party to financial instmments with off-balance-sheet risk in the normal course of 
business. These financial instruments include commitments to extend credit to meet the financing 
needs of its customers. Such commitments have been made in the normal course of business and at 
current prevailing market terms. The commitments, once fimded, are principally to originate 
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commercial loans and other loans secured by real estate. The Bank uses the same credit poUcies in 
making commitments and conditional obligations as it does for on-balance-sheet instmments. 

Commitments issued to potential borrowers of the Bank at December 31, 2012 and 2011 were as 
follows (dollars in thousands): 

2012 2011 

Fixed rate commitments $ 43 34 
Variable/adjustable rate commitments 26,162 24,387 

Total $ 26,205 24,421 

(b) Legal Proceedings 

At December 31, 2012, the Company was neither engaged in any existing nor aware of any pending 
legal proceedings. From time to time, the Bank is a party to legal proceedings within the normal 
course ofbusiness wherein it enforces its security interest in loans made by it, and other matters of a 
similar nature. 

(15) Related-Party Transactions 

The Bank routinely enters into transactions with its directors and executive officers. Such transactions are 
made in the ordinary course of business on substantially the same terms and conditions, including interest 
rates and collateral, as those prevailing at the same time for comparable transactions with other customers, 
and do not, in the opinion of management, involve more than normal credit risk or present other 
unfavorable features. The aggregate amount ofloans to such related parties was $584,000 and $451,000 at 
December 31, 2012 and 2011, respectively. During 2012 and 2011, new loans and credit line advances to 
such related parties amounted to $223,000 and $122,000, respectively, and repayments amounted to 
$90,000 and $149,000, respectively. The aggregate amount of deposits from related parties was 
$26,379,000 and $30,143,000 at December 31, 2012 and 2011, respectively. 

The Bank engaged in certain property inspection services with an entity that is affihated with a director of 
the Bank. Such aggregate services amounted to fees of $0 and $2,000 for the years ended December 31, 
2012 and 2011, respectively. The Bank engages a law firm that is affiliated with a director ofthe Bank for 
certain debt collection services. Total fees for such services amounted to $52,000 and $67,000 for the years 
ended December 31, 2012 and 2011, respectively. In management's opinion, the terms of the services 
provided were substantially equivalent to that which would have been obtained from unaffiliated parties. A 
director of the Bank owns the land on which the building housing the Bank's administrative offices is 
located. The Bank is the sole tenant ofthe building. Pursuant to a land lease with the owner ofthe building, 
the director is entitled to annual rent payments of $60,000. Prior to the director entering into this 
transaction, the Bank received an opinion from an independent third-party real estate appraiser that the 
economic rental value ofthe land was $60,000 per year. 
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(16) Dividend Policy 

(a) Company 

The Company has not paid a cash dividend since its inception in June 2000. Any payment of cash 
dividends to its shareholders would be dependent on the payment of a cash dividend from the Bank 
to the Company. The payment of cash dividends by the Bank to the Company is limited imder 
federal baiJiing law. The Company's fiiture dividend policy is subject to the discretion of its board of 
directors and will depend upon a number of factors, including fiiture eamings, financial conditions, 
cash needs, and general business conditions. Holders of common stock will be entitled to receive 
dividends as and when declared by the board of directors out of funds legally available for that 
purpose. 

(b) Bank 

The amount of dividends that may be paid by the Bank depends upon the Bank's eamings and capital 
position, and is limited by New Jersey and federal law, regulations, and policies. As a state chartered 
bank subject to New Jersey and FDIC regulations, the Bank cannot pay any dividend if the dividend 
would reduce the required surplus of the Bank as defined in New Jersey statutes. As a matter of 
policy, the FDIC expects state banks to follow the national bank dividend limits, which allow a bank 
to pay dividends up to the amount of net profits ofthe current year plus the retained net profits from 
the last two years. Amounts in excess of that would require prior approval of the FDIC. In addition, 
the FDIC and the state of New Jersey have authority to fiirther limit any dividends to be paid by the 
Bank in a specific case. No specific dividend restrictions have been imposed on the Bank at this 
time. 

(17) Employee Benefits 

The Bank instituted a noncontributory 401(k) for all current employees in August 2005. All eligible 
employees are 100% vested in any required safe harbor contributions. The Bank made safe harbor 
contributions in the amount of $86,000 and $77,000 during 2012 and 2011, respectively. 

(18) Stock Option Plans and Stock Warrants 

Stock Options 

Two stock option programs were adopted in April 2003. 

The 2003 Employee Stock Option Plan, as amended in April 2005, provides up to 211,065 options for key 
employees. The exercise price of options granted under this program will be equal to at least the fair 
market value of common stock as of the grant date. All options granted under this plan are fully vested 
except for the options granted in 2008 and 2009, which vest in five equal annual installments or upon 
retirement. These options expire 10 years from the grant date. 

The 2003 Outside Director Plan, as amended in April 2005 and May 2008, provides up to 210,317 options 
for nonemployee directors. The exercise price of options granted under this program is required to be equal 
to at least the fair market value of common stock as of the grant date. All options granted under this plan 
are fully vested, except for the options granted in 2008, 2009, 2010, 2011, and 2012, which vest in 
five equal annual installments or upon retirement. These options expire 10 years from the grant date. 
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The Bank adopted an Employee Stock Option Plan and an Outside Director Stock Option Plan in 
connection with its formation in 2000. The Company adopted the Bank's plans as part of its formation and 
acquisition of the Bank in 2002. The discussion that follows refers to these two stock option plans as the 
Original Employee Stock Option Plan and the Original Outside Director Stock Option Plan. These plans 
terminated upon the adoption ofthe 2003 Employee Stock Option Plan and the 2003 Outside Director Plan 
in April 2003. 

The exercise price of all options granted under the Original Employee Plan was equal to the fair market 
value ofthe common stock at grant date. All of these options are fiilly vested and expire 10 years after the 
grant date. No options are available for future grants under the Original Employee Stock Option Plan. At 
December 31, 2012, 141,999 options were outstanding under this plan. 

The exercise price of all options granted under the Original Outside Director Plan was equal to the fair 
market value of the common stock at grant date. All options outstanding under the Original Outside 
Director Plan are fully vested. Options expire 10 years after the grant date. No options are available for 
fiiture grants under the Original Outside Director Stock Option Plan. At December 31, 2012, 210,280 
options were outstanding under this plan. 

A summary status of the Company's stock option plans as of December 31, 2012 and 2011, and the 
changes during the years then ended, is as follows: 

2012 2011 

Outstanding, beginning of year 
Granted 
Forfeited or cancelled 

Outstanding, end of year 

Options exercisable at 
December 31 

Shares 

368,156 $ 
9,000 

(24,877) 

352,279 

Weighted 
average 
exercise 

price 

7.26 
4.70 
6.72 

7.22 

Shares 

371,867 $ 
9,000 

(12,711) 

368,156 

Weighted 
average 
exercise 

price 

7.29 
4.25 
6,15 

7.26 

328,288 6.78 326,321 7.00 

The weighted average fair value of options granted during 2012 and 2011 was $1.99 and $1.87, 
respectively. 

The total fair value of shares vested during 2012 and 2011 was $59,356 and $63,803, respectively. 

The Company issues new shares upon the exercise of stock options. 

Nonvested Stock Options 

At December 31, 2012, total unrecognized compensation cost related to nonvested options was $35,338. 
The Company expects to record that expense over a weighted average period of 1.0 years. 
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To estimate the fair value of stock option awards, the Company uses the Black-Scholes valuation method, 
which incorporates the assumptions summarized in the table below. The table also summarizes the fair 
value of each option grant in 2012, 2011 and 2010. 

Gran t 
date 

May 2012 
May 2011 
May 2010 

Option 
plan 

Exercise 
price 

Director S 4.70 
Director 
Director 

4.25 
4.25 

Fair value 
per option 

1.99 
1.87 
1.91 

Risk-free 
rate 

1.00% 
1.91% 
2.16% 

Cash 
dividends 

none 
none 
none 

Expected 
Ufe 

6.5 years 
6.5 years 
6.5 years 

o The risk-free interest rate is the U.S. Treasury rate commensurate with the expected life of options 
on the date of their grant. 

• The volatility ofthe Company's stock is based on a combination of historical volatility and peer data 
over a span of time equal to the expected life of stock option awards, which is the period of time the 
Company estimates that stock options granted will remain outstanding. 

• The Company used the simplified method to estimate the expected life of stock options granted in 
2012, 2011 and 2010. The simplified method averages an award's weighted average vesting period 
and its contractual term. 

(19) Regulatory Matters 

The Bank is subject to various regulatory capital requirements administered by the federal banking 
agencies. Failure to meet minimum capital requirements can initiate certain mandatory - and possibly 
additional discretionary - actions by regulators that, if undertaken, could have a direct material effect on 
the Bank's financial statements. Under capital adequacy guidelines and the regulatory framework for 
prompt corrective action, the Bank must meet specific capital guidelines that involve quantitative measures 
of the Bank's assets, liabilities, and certain off-balance-sheet items as calculated under regulatory 
accounting practices. The Bank's capital amoimts and classification are also subject to qualitative 
judgments by the regulators about components, risk weightings, and other factors. 

Quantitative measures estabUshed by regulation to ensure capital adequacy require the Bank to maintain 
minimum amounts and ratios (set forth in the following table) of Total and Tier I capital (as defined in the 
regulations) to risk-weighted assets (as defined), and of Tier I capital (as defined) to average assets (as 
defined). Management believes, as of December 31, 2012 and 2011, the Bank meets aU capital adequacy 
requirements to which it is subject. 

As of December 31, 2012, the most recent notification from the FDIC categorized the Bank as 
well-capitalized under the regulatory framework for prompt corrective action. To be categorized as 
well-capitalized, the Bank must maintain minimum total risk-based. Tier I risk-based, and Tier I leverage 
ratios as set forth in the table. There are no conditions or events since that notification that management 
believes have changed the institution's category. 
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The Bank's actual capital amounts and ratios at December 31, 2012 and 2011 are presented in the 
foUowing table (dollars in thousands): 

:cember31,2012: 
Total capital (to risk-weighted 

assets) $ 
Tier 1 capital (to risk-weighted 

assets) 
Tier 1 capital (to average assets) 

;cember31,2011; 
Total capital (to risk-weighted 

assets) $ 
Tier 1 capital (to risk-weighted 

assets) 
Tier 1 capital (to average assets) 

Actual 
Amount 

26,471 

24,213 
24,213 

25,263 

23,005 
23,005 

Ratio 
For capital adequacy purpose 

Amount 

14.77% $ 14,333 

13.51 7,167 
7.91 12,247 

14.04% ; 

12.79 
7,90 

5 14,391 

7,196 
11,642 

Ratio 

8% S 

4 
4 

8% $ 

4 
4 

To be well capitalized under 
prompt corrective action 

provisions 
Amount 

17,917 

10,750 
15,309 

17,989 

10,794 
14,553 

Ratio 

10% 

6 
5 

10% 

6 
5 

(20) Parent Company Financial Information 

A summary ofthe statements of financial condition at December 31, 2012 and 2011 is as foUows (dollars 
in thousands): 

Assets 

Cash in subsidiary 
Investment in subsidiary 
Prepaid income taxes 
Other assets 

Total assets 

Liabilities and Shareholders' Equity 

Other liabilities 
Shareholders' equity 

Total liabilities and stockholders' equity 

2012 

25,312 

25,312 

25,312 

2011 

247 
24,938 

119 
8 

247 
23,788 

143 
41 

24,219 

24,219 

24,219 
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A summary ofthe statements of operations for the years ended December 31, 2012 and 2011 is as follows 
(dollars in thousands): 

2012 2011 

Equity income from subsidiary 
Interest income 

Total income 

Other expenses: 

Other operating expenses 

Total other expenses 

Income before income tax benefit 

Income tax benefit 
Net income 

1,208 
1 

1,209 

115 

115 

1,094 

(14) 

1,108 

765 
2 

767 

102 

102 

665 

(13) 

678 
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A summary ofthe statements of cash flows for the years ended December 31, 2012 and 2011 is as follows 
(dollars in thousands): 

2012 2011 

(1,208) 
42 
24 
34 

(765) 
58 

(23) 
(38) 

Cash flows from operating activities: 
Net income $ 1,108 678 

Adjustments to reconcile net income to net cash provided 
by (used in) operating activities: 

Equity in income from subsidiary 
Stock-based compensation 
Increase in prepaid income taxes 
(Increase) decrease in other assets 
Increase (decrease) in other liabilities — — 

Total adjustments (1,108) (768) 

Net cash used in operating activities — (90) 

Cash flows from financing activities: 
Cost of processing stock dividend — — 
Increase in investment in subsidiary — — 
Purchase of treasury stock, at cost — — 

Net cash used in financing activities 

Net decrease in cash and cash equivalents — (90) 

Cash and cash equivalents at beginning of year 247 337 

Cash and cash equivalents at end of year $ 247 247 

Noncash items: 
Net change in unrealized gains (losses) on securities 

available for sale, net oftaxes of $(37) and $185, for 
2012 and 2011, respectively $ (57) 275 

(21) Fair Value Measurement 

The foUowing disclosures are made in conjunction with the initial application of FASB Accounting 
Standards Codification (ASC) 820-10, Fair Value Measurements and Disclosures, in 2009. 

ASC 820-10 establishes a fair value hierarchy based on the nature of data inputs for fair value 
determinations, under which the Company is required to value each asset using assumptions that market 
participants would utiUze to value that asset. When the Company uses its own assumptions, it is required to 
disclose additional information about the assumptions used and the effect of the measurement on eamings 
or the net change in assets for the period. 
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The value of the Company's investment securities that generally include state and municipal securities, 
U.S. govemment agencies, and mortgage-backed securities are reported at fair value. These securities are 
valued by an independent third party. The third party's evaluations are based on market data. The third 
party utilizes evaluated pricing models that vary by asset and incorporate available trade, bid, and other 
market information. For securities that do not trade on a daily basis, their pricing applications apply 
available information such as benchmarking and matrix pricing. The market inputs normally sought in the 
evaluation of securities include benchmark yields, reported trades, broker/dealer quotes (only obtained 
from market makers or broker/dealers recognized as market participants), issuer spreads, two-sided 
markets, benchmark securities, bid, offers, and reference data. For certain securities, additional inputs may 
be used or some market inputs may not be applicable. Inputs are prioritized differently on any given day 
based on market conditions. 

U.S. govemment agencies are evaluated and priced using multidimensional relational models and option 
adjusted spreads. State and municipal securities are evaluated on a series of matrices including reported 
trades and material event notices. Mortgage-backed securities are evaluated using matrix correlation to 
treasury or floating index benchmarks, prepayment speeds, monthly payment information, and other 
benchmarks. Other investments are evaluated using a broker-quote based application, including quotes 
from issuers. These investment securities are classified as available-for-sale. 

The value ofthe investment portfolio is determined using three broad levels of inputs: 

Level 1 - Quoted prices in active markets for identical securities. 

Level 2 - Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instmments in markets that are not active; and model-derived valuations whose inputs are observable or 
whose significant value drivers are observable. 

Level 3 - Instmments whose significant value drivers are unobservable. 
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These levels are not necessarily an indication of the risks or liquidity associated with these investments. 
The following table summarizes the assets at December 31, 2012, which are recognized on the Company's 
consolidated statements of financial condition using fair value measurement determined based on the 
differing levels of input: 

Fair value measurement at December 31,2012 

Assets measured at fair value 
on a recurring basis: 

Investments: 
U.S. govemment securities 
Mortgage-backed securities 
Municipal bonds 

Total 

$ 12,095 
52,010 
2,630 

Quoted prices 
in active Significant 

markets for other 
identical observable 

assets inputs 
(Level 1) (Level 2) 

(Dollar in thousands) 

— 12,095 
— 52,010 
— 2,630 

Significant 
unobservable 

inputs 
(Level 3) 

— 
— 
— 

Total assets measured at 
fair value on a 
recurring basis 

Assets measured at fair value 
on a nonrecurring basis: 

Impaired loans 
Real estate owned 

Total assets measured at 
fair value on a 
nonrecurring basis 

$ 

$ 

$ 

66,735 

4,775 
1,183 

5,958 

66,735 

4,775 
1,183 

5,958 

(Continued) 
37 



I' ' ' COLONIAL BANCORP, INC. AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2012 and 2011 

There were no Level 3 assets held in 2012 and no changes between Level 1 and Level 2 assets in 2012. 

Fair value measurement at December 31,2011 

Assets measured at fair value 
on a recurring basis: 

Investments: 
U.S. govemment securities 
Mortgage-backed securities 
Municipal bonds 

Total 

$ 9,033 
45,337 

5,242 

Quoted prices 
in active Significant 

markets for other 
identical observable 

assets inputs 
(Level 1) (Level 2) 

(Dollars in thousands) 

— 9,033 
— 45,337 
— 5,242 

Significant 
unobservable 

inputs 
(Level 3) 

— 
— 
— 

Total assets measured at 
fair value on a 
recurring basis 

sets measured at fair value 
on a nonrecurring basis: 

Impaired loans 
Real estate owned 

Total assets measured at 
fair value on a 
nonrecurring basis 

$ 

$ 

S 

59,612 

3,006 
1,240 

4,246 

59,612 

3,006 
1,240 

4,246 

(22) Subsequent Events 

The Company has evaluated subsequent events through April 1, 2013, the date the financial statements 
were available to be issued. 
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