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Parke Bancorp, Inc. (the “Company”) may from time to time make written or oral “forward-looking statements” including
statements contained in this Annual Report and in other communications by the Company which are made in good
faith pursuant to the “Safe Harbor” provisions of the Private Securities Litigation Reform Act of 1995. These
forward-looking statements involve risks and uncertainties, such as statements of the Company’s plans, objectives,
estimates and intentions that are subject to change based on various important factors (some of which are beyond the
Company’s control). The following factors, among others, could cause the Company’s financial performance to differ
materially from the plans, objectives, expectations, estimates and intentions expressed in such forward-looking
statements; the strength of the United States economy in general and the strength of the local economies in which the
Company’s bank subsidiary, Parke Bank, conducts operations; the effects of, and changes in, trade, monetary and fiscal
policies and laws, including interest rate policies of the Board of Governors of the Federal Reserve System; inflation,
interest rate, market and monetary fluctuations; increased competition from both banks and non-banks; legal and
regulatory developments; the impact of our participation in the Treasury’s capital purchase plan; technological
changes; mergers and acquisitions; changes in consumer spending and saving habits; and the success of Parke Bank at
managing these risks.
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To Our Shareholders:

We are again proud to report record profits for Parke Bancorp in 2010. Net Income available to common shareholders
improved to $6.4 million or a $1.41 per share, a 22% increase over 2009. Although the economic experts declared the
end of the “Great Recession”, unemployment remains above 9% and real estate values and activity continued to decline.
However, an economic recovery, although slow, appears to be underway. We are beginning to see activity at many
projects that were dormant over the last couple of years. Agreements of sale are being executed and many businesses
are reporting increased revenues. These are positive signs that point to an economic recovery both regionally and
nationally. Unfortunately, there remains a substantial amount of pain that we still must work through. Experiencing
the severe cash flow crunch over the last three years, many real estate developments, both residential and commercial,
are finding it very difficult to remain solvent. Our non-performing loans increased 3.6% to $27.4 million, $1.9 million
over December 31, 2009. We have had some success in disposing of troubled assets since the beginning of 2010, but
unfortunately, new loan challenges continue to affect our non-performing loan totals and our 30 to 89 day past due
loans. OREO (Other Real Estate Owned) also increased to $16.7 million as of December 31, 2010. The legal process
to resolve troubled loans has worsened in the region. There is currently a moratorium on sheriff sales in Philadelphia
and a foreclosure, residential and commercial, in New Jersey now averages 849 days. This further exacerbates the
efforts of the real estate industry to recover. These troubled properties have to move through the system in order to
accelerate the recovery of the real estate industry. We continue to be very aggressive in resolving our non-performing
loans and our OREO properties, while maintaining a conservative financial position by increasing our loan loss
reserve to 2.36% of total loans.

Total assets increased to $756.9 million from $654.2 million at December 31, 2009, an increase of $102.7 million or
15.7%. This growth was driven by our aggressive marketing plan for retail deposits. Total deposits grew by $84.4
million, a 16.2% increase from December 31, 2009 to $604.7 million. The opening of our new branch in Galloway
Township contributed to our retail deposit growth. In less than one year, this branch has generated over $30 million in
deposits. Our Northfield branch continues to be our strongest retail branch and is approaching $200 million in
deposits. The main office, our Philadelphia office and our Washington Township “Kennedy” (located next to Kennedy
hospital) branch also contributed to our strong deposit growth. Unfortunately, our Kennedy branch was destroyed by
fire in January 2011. Most importantly no one was injured thanks to the immediate response from the fire and police
departments. Everyone is working very hard to get the branch rebuilt and open for business as soon as possible.

The current economy makes it very difficult for businesses to grow and expand their market base. This has had a
ripple effect on the availability of quality loans. Depressed real estate values make it very difficult for companies and
individuals to utilize their real estate holdings to finance expansion and growth. However, we did increase our loan
portfolio to $626.7 million, an increase of $23.3 million. Last year we reported opening a SBA lending subsidiary, 44
Business Capital. Since opening in August of
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2009, this company has closed over $40 million of SBA 7A loans. We are fortunate to have some of the best SBA
lenders and servicing administrators in the industry leading this company. The government’s stimulus program that
increased government guarantees to 90% and eliminated borrower fees provided a substantial increase in SBA
lending. Although this government incentive has expired, the company continues to grow and generate profits for
Parke Bancorp. We have carefully identified expansion plans for 44 Business Capital to increase our market share and
lending footprint.

Increased banking regulatory pressure continues to slow down the banking industry recovery. Increased insurance
assessment fees and capital requirements, combined with a dramatic increase in reporting requirements has added
substantial expenses to a bank’s operating costs while reducing a bank’s ability to increase lending. We have been
proactive in adding to our senior management team, which will focus on the increased reporting and regulatory
requirements.

2011 will continue to be very challenging for our communities, the economy and the banking industry, but there are
clear signs that a recovery is under way. There will be additional troubled projects and challenging loans, however, we
now see businesses starting to recover, projects beginning to sell and a renewed positive commitment in consumer
spending. These factors will lead the country and our communities back to economic growth and prosperity. Parke
Bancorp is positioned to overcome the remaining economic and real estate industries hurdles and take advantage of
market opportunities. The success of our new branch and SBA subsidiary, combined with continued critical controls
on our expenses supports a bright future for our bank. As always, we continue to appreciate the loyalty of our
customers and the commitment of our shareholders. We will continue to work diligently to provide the best products
and services to our customers, while enhancing shareholder value.

/s/ C.R. “Chuck” Pennoni /s/ Vito S. Pantilione
C.R. “Chuck” Pennoni Vito S. Pantilione
Chairman President and Chief

Executive Officer
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Selected Financial Data

At or for the Year Ended December, 31

2010 2009 2008 2007 2006

Balance Sheet Data: (in
thousands)
Assets $ 756,853 $ 654,198 $ 601,952 $ 460,795 $ 359,997
Loans Net $ 611,950 $ 590,997 $ 539,883 $ 402,683 $ 306,044
Securities Available for $ 27,730 $ 29,420 $ 31,930 $ 29,782 $ 24,530
Sale
Securities Held to Maturity $ 1,999 $ 2,509 $ 2,482 $ 2,456 $ 2,431
Cash and Cash Equivalents $ 57,628 $ 4,154 $ 7,270 $ 9,178 $ 11,261
Deposits $ 604,722 $ 520,313 $ 495,327 $ 379,480 $ 289,929
Borrowings $ 75,616 $ 67,331 $ 61,943 $ 40,322 $ 34,851
Equity $ 70,732 $ 61,973 $ 40,301 $ 36,417 $ 30,709
Operational Data: (in
thousands)
Interest Income $ 41,636 $ 40,395 $ 36,909 $ 33,186 $ 25,476
Interest Expense 11,350 15,734 19,291 17,595 12,023
Net Interest Income 30,286 24,661 17,618 15,591 13,453
Provision for Loan Losses 9,001 5,300 2,063 1,161 940
Net Interest Income after
Provision for

Loan Losses 21,285 19,361 15,555 14,430 12,513
Noninterest Income (Loss) 2,757 (540) (1,251) 1,491 857
Noninterest Expense 11,650 8,757 7,209 6,325 5,827
Income Before Income Tax 12,392 10,064 7,095 9,596 7,543
Expense
Income Tax Expense 4,895 3,964 2,848 3,744 2,919
Net income attributable to
Company

and noncontrolling
(minority) interest 7,497 6,100 4,247 5,852 4,624
Net income attributable to

noncontrolling
(minority) interest (157) — — —
Preferred Stock Dividend
and

Discount Accretion 988 899 — —
Net Income Available to

Common Shareholders $ 6,352 $ 5,201 $ 4247 $ 5,852 $ 4,624
Per Share Data:
Basic Earnings per $ 1.43 $ 1.17 $ 1.03 $ 1.46 $ 1.18
Common Share
Diluted Earnings per $ 1.41 $ 1.17 $ 0.95 $ 1.29 $ 1.00
Common Share

$ 12.25 $ 10.30 $ 9.14 $ 9.00 $ 7.65
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Book Value per Common

Share

Cash Dividends Declared $ — % — 3 — 3 — $ 0.18
per Share

Performance Ratios:

Return on Average Assets 1.05% 0.94% 0.79% 1.41% 1.41%
Return on Average 12.19% 11.82% 11.03% 17.17% 15.68%
Common Equity

Net Interest Margin 4.60% 3.97% 3.36% 3.88% 4.25%
Efficiency Ratio 33.26% 33.88% 36.80% 38.70% 40.70%
Capital Ratios:

Equity to Assets 9.35% 9.47% 6.70% 7.91% 8.54%
Dividend Payout Ratio 0.00% 0.00% 0.00% 0.00% 12.20%
Tier 1 Risk-based Capitall 12.93% 13.02% 9.89% 11.10% 13.30%
Total Risk-based Capitall 14.19% 14.27% 11.14% 12.40% 14.50%
Asset Quality Ratios:

Non-Performing 4.38% 4.22% 1.50% 0.20% 0.34%
Loans/Total Loans

Allowance for Loan 2.36% 2.06% 1.42% 1.40% 1.45%

Losses/Total Loans

Allowance for Loan Losses/
Non-Performing Loans 53.89% 48.74% 94.61% 709.10% 571.90%

1 Capital Ratios for Parke
Bank
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Forward Looking Statements

Parke Bancorp, Inc. (the “Company”) may from time to time make written or oral "forward-looking statements",
including statements contained in the Company's filings with the Securities and Exchange Commission (including the
Proxy Statement and the Annual Report on Form 10-K, including the exhibits), in its reports to stockholders and in
other communications by the Company, which are made in good faith by the Company.

These forward-looking statements involve risks and uncertainties, such as statements of the Company's plans,
objectives, expectations, estimates and intentions, which are subject to change based on various important factors
(some of which are beyond the Company's control). The following factors, among others, could cause the Company's
financial performance to differ materially from the plans, objectives, expectations, estimates and intentions expressed
in such forward-looking statements: the strength of the United States economy in general and the strength of the local
economies in which Parke Bank (the “Bank’) conducts operations; the effects of, and changes in, trade, monetary and
fiscal policies and laws, including interest rate policies of the Board of Governors of the Federal Reserve System,
inflation, interest rates, market and monetary fluctuations; the timely development of and acceptance of new products
and services of the Bank and the perceived overall value of these products and services by users, including the
features, pricing and quality compared to competitors' products and services; the impact of changes in financial
services' laws and regulations (including laws concerning taxes, banking, securities and insurance); technological
changes; changes in consumer spending and saving habits; and the success of the Bank at managing the risks resulting
from these factors. The Company cautions that the listed factors are not exclusive.

Overview

The Company's results of operations are dependent primarily on the Bank's net interest income, which is the
difference between the interest income earned on its interest-earning assets, such as loans and securities, and the
interest expense paid on its interest-bearing liabilities, such as deposits and borrowings. The Bank also generates
non-interest income such as service charges, Bank Owned Life Insurance (BOLI) income and other fees. The
Company's non-interest expenses primarily consist of employee compensation and benefits, occupancy expenses,
marketing expenses, professional services, FDIC insurance assessments, data processing costs and other operating
expenses. The Company is also subject to losses from its loan portfolio if borrowers fail to meet their obligations. The
Company's results of operations are also significantly affected by general economic and competitive conditions,
particularly changes in market interest rates, government policies and actions of regulatory agencies.

Results of Operation. The Company recorded net income available to common shareholders of $6.4 million or $1.41
per diluted share and $5.2 million, or $1.17 per diluted share for 2010 and 2009, respectively. Pre-tax earnings
amounted to $12.4 million for 2010 and $10.1 million for 20009.

Total assets of $756.9 million at December 31, 2010 represented an increase of $102.7 million, or 15.7% from
December 31, 2009. Total loans amounted to $626.7 million at year end 2010 for an increase of $23.3 million, or
3.9% from December 31, 2009. Deposits grew by $84.4 million, an increase of 16.2%. The Company continues to
expand its balance sheet primarily through the generation of loan growth
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through its effective business development of new and existing business relationships. Total capital at December 31,
2010 amounted to $70.7 million and increased $8.8 million, or 14.1%, during the past year.

The principal objective of this financial review is to provide a discussion and an overview of our consolidated
financial condition and results of operations. This discussion should be read in conjunction with the accompanying
financial statements and related notes thereto.
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Comparative Average Balances, Yields and Rates. The following table sets forth average balance sheets, average
yields and costs, and certain other information for the periods indicated. Interest rate spread is the difference between
the average yield earned on interest-earning assets and the average rate paid on interest-bearing liabilities. Net interest
margin is net interest income divided by average earning assets. All average balances are daily average balances.
Non-accrual loans were included in the computation of average balances, and have been reflected in the table as loans
carrying a zero yield. The yields set forth below include the effect of deferred fees, discounts and premiums that are
amortized or accreted to interest income or expense.

For the Years Ended December 31,

2010 2009
Interest Interest
Average Income/ Yield/ Average Income/ Yield/
Balance Expense Cost Balance Expense Cost
(amounts in thousands except Yield Cost data)
Assets
Loans $622,716 $39,934 6.41 % $587,047 $38,482 6.56 %
Investment securities 35,565 1,702 4.79 % 34,384 1,912 5.56 %
Federal funds sold and cash
equivalents 87 — 0.00 % 188 1 0.53 %
Total interest-earning assets 658,368 $41,636 6.32 % 621,619 $40,395 6.50 %
Non-interest earning assets 57,747 33,657
Allowance for loan losses (14,250 ) 9,616 )
Total assets $701,865 $645,660
Liabilities and Equity
Interest bearing deposits
NOWs $12,936 154 1.19 % $10,945 154 1.41 %
Money markets 89,866 1,045 1.16 % 70,533 1,033 1.46 %
Savings 150,008 2,190 1.46 % 104,586 2,205 2.11 %
Time deposits 203,238 4,027 1.98 % 181,866 5,711 3.14 %
Brokered certificates of
deposit 86,235 2,184 2.53 % 136,168 4,582 3.36 %
Total interest-bearing deposits 542,283 9,600 1.77 % 504,098 13,685 2.71 %
Borrowings 66,044 1,750 2.65 % 58,351 2,049 3.51 %
Total interest-bearing
liabilities 608,327 $11,350 1.87 % 562,449 $15,734 2.80 %
Non-interest bearing deposits 20,040 20,068
Other liabilities 5,822 4,149
Total liabilities 634,189 586,666
Equity 67,676 58,994
Total liabilities and equity $701,865 $645,660
Net interest income $30,286 $24.661
Interest rate spread 4.45 % 3.70 %
Net interest margin 4.60 % 3.97 %
6

10
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Rate/Volume Analysis. For each category of interest-earning assets and interest-bearing liabilities, information is
provided on changes attributable to (i) changes in volume (i.e., changes in volume multiplied by the old rate) and (ii)
changes in rate (i.e., changes in rate multiplied by old volume). For purposes of this table, 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.

Years ended December 31,

2010 vs. 2009 2009 vs. 2008
Variance due to change in Variance due to change in
Net Net

Average Average Increase/ Average Average Increase/

Volume Rate (Decrease) Volume Rate (Decrease)
Interest Income:
Loans (net of deferred
costs/fees) $ 2,336 $ (884) $ 1,452 $ 7,585 $ (3,568) $ 4,017
Investment securities 67 277) (210) (284) 54 (338)
Federal funds sold (D) — ) (114) (79) (193)
Total interest income 2,402 (1,161) 1,241 7,187 (3,701) 3,486
Interest Expense:
Deposits 844 (4,929) (4,085) 2,903 (6,177) (3,274)
Borrowed funds 236 (535) (299) 136 (419) (283)
Total interest expense 1,080 (5,464) (4,384) 3,039 (6,596) (3,557)
Net interest income $ 1,322 $ 4,303 $ 5,625 $ 4,148 $ 2,895 $ 7,043

Critical Accounting Policies and Estimates

Allowance for Losses on Loans. The allowance for loan losses is established as losses are estimated to have occurred
through a provision for loan losses. Loans that are determined to be uncollectible are charged against the allowance
account, and subsequent recoveries, if any, are credited to the allowance. When evaluating the adequacy of the
allowance, an assessment of the loan portfolio will typically include changes in the composition and volume of the
loan portfolio, overall portfolio quality and past loss experience, review of specific problem loans, current economic
conditions which may affect borrowers' ability to repay, and other factors which may warrant current recognition.
Such periodic assessments may, in management's judgment, require the Company to recognize additions or reductions
to the allowance.

Various regulatory agencies periodically review the adequacy of the Company’s allowance for loan losses as an
integral part of their examination process. Such agencies may require the Company to recognize additions or
reductions to the allowance based on their evaluation of information available to them at the time of their
examination. It is reasonably possible that the above factors may change significantly and, therefore, affect
management’s determination of the allowance for loan losses in the near term.

11
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Valuation of Investment Securities. Available for Sale securities are reported at fair market value with unrealized
gains and losses reported, net of deferred taxes, as comprehensive income, a component of shareholders’
equity. Although Held to Maturity securities are reported at amortized cost, the valuation of all securities is subject to
impairment analysis at each reporting date. Any credit-related impairment that is deemed other than temporary is
charged to the income statement as a current period charge. The current market volatility may have an impact on the
financial condition and the credit ratings of issuers and hence, the ability of issuers to meet their payment
obligations. Accordingly, these conditions could adversely impact the credit quality of the securities, and require an
adjustment to the carrying value.

Operating Results for the Years Ended December 31, 2010 and 2009

Net Interest Income/Margins. The Company’s primary source of earnings is net interest income, which is the
difference between income earned on interest-earning assets, such as loans and investment securities, and interest
expense incurred on interest-bearing liabilities, such as deposits and borrowings. The level of net interest income is
determined primarily by the average level of balances (“volume™) and the market rates associated with the
interest-earning assets and interest-bearing liabilities.

Net interest income increased $5.6 million, or 22.8%, to $30.3 million for 2010, from $24.7 million for 2009. We
experienced an increase in our interest rate spread of 75 basis points, to 4.45% for 2010, from 3.70% for last year.
Our net interest margin increased 63 basis points, to 4.60% for 2010, from 3.97% for last year. Our ability to lower
our cost of deposits, a change in deposit mix to lower cost core deposits and our practice of setting floors on
commercial and real estate loans has allowed for this growth in net interest rate margin.

Interest income increased $1.2 million, or 3.1%, to $41.6 million for 2010, from $40.4 million for 2009. The increase
is attributable to higher loan volumes, offset somewhat by a lower yield on loans. Average loans for the year were
$622.7 million compared to $587.0 million for last year, while average loan yields were 6.41% for 2010 compared to
6.56% for 2009.

Interest expense decreased $4.4 million, or 27.9%, to $11.3 million for 2010, from $15.7 million for 2009. The
decrease is primarily attributable to an increase of core deposits and a decline in the cost of funds. The average rate
paid on deposits for 2010 was 1.77% compared to 2.71% for last year. The Bank has been able to re-price deposits
due to the current, historically low, rate environment while still maintaining strong deposit growth.

Provision for Loan Losses. We establish provisions for loan losses, which are charged to operations, in order to

maintain the allowance for loan losses at a level we consider necessary to absorb credit losses incurred in the loan

portfolio that are both probable and reasonably estimable at the balance sheet date. In determining the level of the

allowance for loan losses, we consider, among other things, past and current loss experience, evaluations of real estate

collateral, current economic conditions, volume and type of lending, adverse situations that may affect a borrower’s
ability to repay a loan, the levels of delinquent loans and current local and national industry and economic conditions.

The amount of the allowance is based on estimates, and the ultimate losses may vary from such estimates as more

information becomes available or conditions change. We assess the allowance for loan losses and make provisions for

loan losses on a monthly basis.

12
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At December 31, 2010, the Company’s allowance for loans losses increased to $14.8 million from $12.4 million at
December 31, 2009, an increase of $2.4 million or 19.2%. The allowance for loan loss ratio increased to 2.36% of
gross loans at December 31, 2010, from 2.06% of gross loans at December 31, 2009. The allowance for loan losses to
non-performing loans coverage ratio increased to 53.9% at December 31, 2010, from 48.7% at December 31, 2009.

We recorded a provision for loan losses of $9.0 million for 2010 compared to $5.3 million for 2009. The increase in
the provision for losses over the prior year correlates to the increase in credit deterioration within the loan portfolio
and management’s analysis of non-performing loans and credit risk inherent in the portfolio.

Noninterest Income. Noninterest income is principally derived from fee income from loan services, service fees on
deposits, BOLI (Bank-Owned Life Insurance) income and gains on the sale of loans. Noninterest income totaled $2.8
million in 2010 versus a loss of $540,000 in 2009. The loss in 2009 resulted from the Company recognizing an
other-than-temporary impairment charge to non-interest income on investment securities totaling $1.7 million.

The Company recognized $1.8 million in gains from the sale of the guaranteed portion of SBA loans in 2010,
compared to a gain of $313,000 in 2009. The increase is attributable to our SBA subsidiary being formed in the 4th
quarter of 2009.

Loan fees of $301 thousand in 2010 increased from $241 thousand in 2009. Loan fees consist of “exit fees” that are
charged on construction loans if the builder sells the property prior to the completion of the construction project. Exit
fees are intended to discourage construction borrowers from starting projects and “flipping out” of the project or selling
before it is completed. These loan fees are variable in nature and are dependent upon the borrowers’ course of action.

BOLI income of $178 thousand in 2010 decreased from $180 thousand in 2009.

Service fees on deposit accounts increased to $252,000 in 2010 from $187,000 in 2009. The increase was attributable
to strong growth in retail deposits and an increase in the fee assessed to account holders with non-sufficient funds.

Other miscellaneous fee income, which includes ATM fees, debit card fees, early CD withdrawal penalties, rental
income and other miscellaneous income, amounted to $329 thousand in 2010 and $249 thousand in 2009. The
majority of the increase is attributable to packaging fee income generated from our SBA joint venture.

Noninterest Expense. Noninterest expense for 2010 was $11.7 million, an increase of $2.9 million or 33.0% above the
level of $8.8 million in 2009.

Compensation and benefits expense for 2010 was $5.3 million, an increase of $1.1 million over last year. The increase
is attributable to routine salary increases, higher benefits expense and increased staff as a result of the formation of the
SBA joint venture and the opening of a new full-service branch.

Professional services in 2010 amounted to $1.2 million, compared to $862 thousand in 2009. The increase was
primarily the result of increased legal cost related to loan matters.

13
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OREO expenses increased to $622,000 in 2010, from $126,000 in 2009. The increase is a related to the carrying costs
including property taxes, insurance and maintenance associated with a higher level of real estate properties.

Occupancy and equipment expense was $937 thousand for 2010, an increase of $89 over 2009. The increase is a
result of opening a new full-service branch and the full year of operations of the SBA joint venture.

Other operating expense increased to $2.5 million in 2010, from $1.7 million in 2009. The majority of the increase is
related to a $618,000 charge related to the funding of a letter of credit due to a borrower’s nonperformance.

Income Taxes. Income tax expense amounted to $4.9 million for 2010, compared to $4.0 million for 2009, resulting in
effective tax rates of 39.5% and 39.4% for the respective years.

10

14
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Financial Condition at December 31, 2010 and December 31, 2009

At December 31, 2010, the Company’s total assets increased to $756.9 million from $654.2 million at December 31,
2009, an increase of $102.7 million or 15.7%.

Cash and cash equivalents increased $53.5 million to $57.6 million at December 31, 2010 from $4.1 million at
December 31, 2009. The increase is due to an effective deposit promotion and the opening of a full-service branch in
Galloway Township, NJ in the second quarter of 2010. The cash will be utilized to fund future loan growth and pay
off maturing brokered CDs.

Total investment securities decreased to $29.7 million at December 31, 2010 ($27.7 million classified as available for
sale or 93.3%) from $31.9 million at December 31, 2009, a decrease of $2.2 million or 6.9%. The Company received
$11.6 million in cash flow from maturities and principal payments, offset by purchases of $5.8 million. In addition,
the fair value of the available-for sale portfolio increased by $3.6 million, primarily related to the collateralized debt
obligation (“CDQ”) portfolio, which reflected lower levels of unrealized losses.

Management evaluates the portfolio for other-than-temporary impairment (“OTTI”) on a quarterly basis. Factors
considered in the analysis include, but are not limited to, whether an adverse change in cash flows has occurred, the
length of time and the extent to which the fair value has been less than cost, whether the Company intends to sell, or
will more likely than not be required to sell the investment before recovery of its amortized cost basis, which may be
maturity, credit rating downgrades, the percentage of performing collateral that would need to default or defer to cause

a break in yield or a temporary interest shortfall, and management’s assessment of the financial condition of the
underlying issuers. For the year ended December 31, 2010, the Company recognized additional credit related OTTI
charges (pre-tax) of $124,000 on an existing other-than-temporarily impaired private-label collateralized mortgage
obligation (“CMO”).

Total loans increased to $626.7 million at December 31, 2010 from $603.4 million at December 31, 2009, an increase
of $23.3 million or 3.9%, consistent with management’s plan for loan growth. In addition, there were $12.9 million of
loans held for sale. These loans, the government guaranteed portion of originated SBA loans, were sold during the
fourth quarter of 2010, but did not qualify for a sales treatment due to a 90 day warranty period in the sales agreement.
The cash received from the sale was recorded as a secured borrowing. The sale of these loans will be recognized in the
first quarter of 2011.

OREO at December 31, 2010 was $16.7 million, compared to none at December 31, 2009. The real estate owned
consisted of 12 properties, the largest being a condominium development at $7.9 million. This property was sold in
2010 but does not qualify for a sales treatment under Generally Accepted Accounting Principles (GAAP) because of
continuing involvement by the Company in the form of financing.

Other assets increased to $13.4 million at December 31, 2010 from $13.2 million at December 31, 2009, an increase
of $266,000 or 2.0%.

At December 31, 2010, the Bank’s total deposits increased to $604.7 million from $520.3 million at December 31,

2009, an increase of $84.4 million or 16.2%. Non-interest bearing deposits increased $1.7 million, or 7.8%, to $23.2
million at December 31, 2010 from $21.5 million at December 31, 2009. NOW

11
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and money market accounts increased $13.4 million, or 14.1%, to $108.7 million at December 31, 2010 from $95.3
million at December 31, 2009. Savings accounts increased $25.0 million, or 17.7%, to $166.7 million at December
31,2010 from $141.7 million at December 31, 2009. Retail certificate of deposits increased $70.2 million, or 43.3%,
to $236.0 million at December 31, 2010 from $165.8 million at December 31, 2009. This growth, generated through a
successful marketing campaign and a cross selling program to increase core deposits and the opening of the Galloway
NJ branch, has allowed us to reduce brokered deposits, which decreased $26.0 million, or 27.0%, to $70.1 million at
December 31, 2010 from $96.1 million at December 31, 2009.

Borrowings increased $7.8 million, or 11.5%, to $75.6 million at December 31, 2010 from $67.8 million at December
31, 2009. The increase was due to the cash received from the sale of $11.5 million of SBA loans in the fourth quarter
that was recorded as a secured borrowing due to the 90 day warranty period in the sales agreement. This was offset by
a $3.7 million reduction in borrowings from the Federal Home Loan Bank due to retail deposit growth.

At December 31, 2010, total equity increased to $70.7 million from $62.0 million at December 31, 2009, an increase
of $8.7 million or 14.1%. A $2.0 million favorable change in comprehensive income related to the investment
portfolio, and net income represented the majority of the increase.

Asset Quality

The Company attempts to manage the risk characteristics of its loan portfolio through various control processes, such
as credit evaluation of borrowers, establishment of lending limits and application of lending procedures, including the
holding of adequate collateral and the maintenance of compensating balances. However, the Company seeks to rely
primarily on the cash flow of its borrowers as the principal source of repayment. Although credit policies are designed
to minimize risk, management recognizes that loan losses will occur and the amount of these losses will fluctuate
depending on the risk characteristics of the loan portfolio as well as general and regional economic conditions.

The allowance for loan losses represents a reserve for losses inherent in the loan portfolio. The adequacy of the
allowance for loan losses is evaluated periodically based on a review of all significant loans, with a particular
emphasis on nonaccrual loans, past due and other loans that management believes require special attention.

For significant problem loans, management's review consists of an evaluation of the financial strengths of the
borrower and the guarantor, the related collateral, and the effects of economic conditions. A loan is considered
impaired when, based on current information and events, it is probable that the Company will be unable to collect the
scheduled payments of principal or interest when due according to the contractual terms of the loan
agreement. Impaired loans would include loans identified as troubled debt restructurings (TDRs). Impairment is
measured on a loan by loan basis for commercial loans in order to establish specific reserves by either the present
value of expected future cash flows discounted at the loans effective interest rate, the loan’s obtainable market price, or
the fair value of the collateral if the loan is collateral dependent. General reserves against the remaining loan portfolio
are based on analysis of historical loan loss ratios, loan charge-offs, delinquency trends, previous collection
experience, and the risk rating on each individual loan along with an assessment of the effects of external economic
conditions.
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The Company maintains interest reserves for the purpose of making periodic and timely interest payments for
borrowers that qualify. Management on a monthly basis reviews loans with interest reserves to assess current and
projected performance.

Delinquent loans increased $10.5 million to $43.3 million or 6.9% of total loans at December 31, 2010 from $32.8
million or 5.4% of total loans at December 30, 2009. Delinquent loan balances by number of days delinquent were: 31
to 89 days --- $15.8 and 90 days and greater --- $27.5 million. Loans 90 days and more past due are no longer
accruing interest.

At December 31, 2010, the Company had $27.5 million in non-performing loans or 4.4% of total loans, an increase
from $25.5 million or 4.2% of total loans at December 31, 2009. The three largest relationships in non-performing
loans are a $6.1 million residential loan, a $3.2 million residential construction loan, and a $2.4 million residential
construction loan.

At December 31, 2010, the Company had $44.2 million in non-performing assets, which includes $27.5 million of
non-performing loans and $16.7 of OREOQ, or 5.8% of total assets, an increase from $25.5 million or 3.9% of total
assets at December 31, 2009.

The provision for loan losses is a charge to earnings in the current year to maintain the allowance at a level
management has determined to be adequate based upon the factors noted above. The provision for loan losses
amounted to $9.0 million for 2010, compared to $5.3 million for 2009. Net loan charge-offs/recoveries consisted of
net charge-offs in the amount of $6.6 million in 2010 and net charge-offs of $673,000 in 2009.

At December 31 2010, the Company’s allowance for loans losses increased to $14.8 million from $12.4 million at
December 31, 2009, an increase of $2.4 million or 19.2%. The allowance for loan loss ratio increased to 2.36% of
gross loans at December 31, 2010, from 2.06% of gross loans at December 31, 2009. The allowance for loan losses to
non-performing loans coverage ratio increased to 53.9% at December 31, 2010, from 48.7% at December 31, 2009.

We believe we have appropriately established adequate loss reserves on problem loans that we have identified and to
cover credit risks that are inherent in the portfolio as of December 31, 2010. However, we believe that non-performing
and delinquent loans will continue to increase as the current recession persists. We are aggressively managing all loan
relationships. Credit monitoring and tracking systems have been instituted. Updated appraisals are being obtained,
where appropriate, to ensure that collateral values are sufficient to cover outstanding loan balances. Cash flow
dependent commercial real estate properties are being visited to inspect current tenant lease status. Where necessary,
we will apply our loan work-out experience to protect our collateral position and actively negotiate with borrowers to
resolve these non-performing loans.

Income Taxes

The Company accounts for income taxes according to the asset and liability method. Under this method, deferred tax
assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets and
liabilities are measured using the enacted tax rates applicable to taxable income for the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax
rates is
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recognized in income in the period that includes the enactment date. Valuation reserves are established against certain
deferred tax assets when it is more likely than not that the deferred tax assets will not be realized. Increases or
decreases in the valuation reserve are charged or credited to the income tax provision.

When tax returns are filed, it is highly certain that some positions taken would be sustained upon examination by the
taxing authorities, while others are subject to uncertainty about the merits of the position taken or the amount of the
position that ultimately would be sustained. The benefit of a tax position is recognized in the financial statements in
the period during which, based on all available evidence, management believes it is more likely than not that the
position will be sustained upon examination, including the resolution of appeals or litigation processes, if any. The
evaluation of a tax position taken is considered by itself and not offset or aggregated with other positions. Tax
positions that meet the more likely than not recognition threshold are measured as the largest amount of tax benefit
that is more than 50 percent likely of being realized upon settlement with the applicable taxing authority. The portion
of benefits associated with tax positions taken that exceeds the amount measured as described above is reflected as a
liability for unrecognized tax benefits in the accompanying balance sheet along with any associated interest and
penalties that would be payable to the taxing authorities upon examination. Interest and penalties associated with
unrecognized tax benefits would be recognized in income tax expense on the income statement.

For additional information on income taxes, see Note 10 to the Consolidated Financial Statements.
Interest Rate Sensitivity and Liquidity

Interest rate sensitivity is an important factor in the management