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January [], 2013
Dear Shareholder:
You are cordially invited to attend the Special Meeting of Shareholders of Jacksonville Bancorp, Inc. (the Company), which will be
held on Wednesday, February 13, 2013, beginning at 9:00 a.m., Eastern Time. The meeting will be held at the Companys principal
executive offices, 100 North Laura Street, Suite 1000, Jacksonville, Florida 32202. The purpose of the meeting is to consider and vote
upon the proposals explained in the notice and the Proxy Statement.
A formal notice describing the business to come before the meeting, a Proxy Statement and a proxy card are enclosed.
Your vote is very important to us and we want your shares to be represented at the meeting. Whether or not you plan to attend the
Special Meeting in person, please vote your shares immediately by telephone, by Internet or by mail. If you vote by mail, please
sign, date and return the enclosed proxy card in the accompanying postage-paid envelope as promptly as possible. If you later
decide to attend the Special Meeting and vote in person, or if you wish to revoke your proxy for any reason before the vote at the
Special Meeting, you may do so and your proxy will have no further effect.
Thank you for taking the time to vote.
Sincerely,

Gary L. Winfield, M.D.
Chairman of the Board
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Jacksonville Bancorp, Inc.
100 North Laura Street, Suite 1000
Jacksonville, Florida 32202

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
To the Holders of Common Stock:
Notice is hereby given that a Special Meeting of Shareholders of Jacksonville Bancorp, Inc. (the Company) will be held on
Wednesday, February 13, 2013, at 9:00 a.m. Eastern Time, at the Companys principal executive offices, 100 North Laura Street, Suite
1000, Jacksonville, Florida 32202, to consider and act upon the following matters:
1.

To approve an amendment to the Companys Amended and Restated Articles of Incorporation, as amended (the Articles of
Incorporation) to:
a.

increase the number of authorized shares of the Companys common stock, par value $0.01 per share (the Common
Stock), to 400 million; and

b.

authorize 100 million shares of a new class of nonvoting common stock of the Company, par value $0.01 per share
(the Nonvoting Common Stock);

2.

To approve the issuance of an aggregate of approximately 100 million shares of Common Stock and Nonvoting Common
Stock upon the conversion (the Conversion) of the Companys recently issued 50,000 shares of Mandatorily Convertible,
Noncumulative, Nonvoting, Perpetual Preferred Stock, Series A as described in the Proxy Statement and the Articles of
Incorporation, and for purposes of NASDAQ Stock Market Rule 5635;

3.

To approve an amendment to the 2008 Amendment and Restatement of the Jacksonville Bancorp, Inc. 2006 Stock Incentive
Plan, as amended (the Stock Incentive Plan) to (i) increase the number of shares of Common Stock available for issuance
under the plan from 180,000 shares to 7 million shares, and (ii) eliminate certain minimum vesting conditions for awards of
restricted stock and restricted stock units;

4.

To authorize an amendment to the Articles of Incorporation to effect a reverse stock split of the outstanding shares of
Common Stock and Nonvoting Common Stock (if any) at a ratio of up to 1-for-20, the exact ratio and the implementation of
the amendment being in the sole discretion of the Companys board of directors; and

5.

To approve the grant of discretionary authority to the persons named as proxies to adjourn the Special Meeting to a later date
or dates, if necessary, to permit further solicitation of proxies if there are not sufficient votes at the time of the Special
Meeting to approve the proposals listed above.

These proposals are described more fully in the attached Proxy Statement. You should carefully review all of the information set forth in
the attached Proxy Statement. Only shareholders of record of the Common Stock at the close of business on December 17, 2012 are
entitled to receive notice of, and to vote on, the business that may come before the Special Meeting.
To avoid the unnecessary expense of further solicitation, we urge you to immediately indicate your voting instructions by telephone, by
Internet or by mail. If you vote by mail, please sign, date and return the enclosed proxy card as promptly as possible in the
accompanying postage-paid envelope to ensure your representation at the Special Meeting. You may revoke the proxy at any time
before it is exercised by following the instructions set forth under Voting of Proxies on page 2 of the accompanying Proxy Statement.
Please note that if you choose to vote in person at the Special Meeting and you hold your shares through a securities broker in street
name, you must obtain a proxy from your broker and bring that proxy to the meeting. If you wish to attend the Special Meeting and
need directions, please call us at (904) 421-3040.
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Each of Proposals 1a, 1b and 4, relating to amendments to the Articles of Incorporation, will be approved if shareholders holding at least
a majority of the outstanding shares of Common Stock entitled to vote on such proposal vote in favor of the proposal. Each of Proposal
2 (regarding the issuance of Common Stock and Nonvoting Common Stock in the Conversion), Proposal 3 (regarding the amendment to
the Stock Incentive Plan) and Proposal 5 (relating to the adjournment of the Special Meeting) will be approved if a majority of votes
cast on the proposal vote in favor of the proposal. In addition, the approval of Proposal 2 is conditioned upon shareholder approval of
Proposal 1a. In other words, if the Companys shareholders do not approve the amendment to the Articles of Incorporation increasing
the number of authorized shares of Common Stock, Proposal 2, relating to the issuance of Common Stock and Nonvoting Common
Stock in the Conversion, will fail.
The Board of Directors unanimously recommends that you vote FOR each of the proposals described in the attached materials.
BY ORDER OF THE BOARD OF DIRECTORS

Stephen C. Green
President & Chief Executive Officer
January [], 2013
PLEASE VOTE AS SOON AS POSSIBLE.
YOUR VOTE IS VERY IMPORTANT TO US NO MATTER HOW MANY SHARES YOU OWN.
***********************************
IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS
FOR THE SHAREHOLDER MEETING TO BE HELD ON FEBRUARY 13, 2013
The Notice and Proxy Statement are available at
www.cfpproxy.com/7107 or on the Companys website at www.jaxbank.com.
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Jacksonville Bancorp, Inc.
100 North Laura Street, Suite 1000
Jacksonville, Florida 32202

PROXY STATEMENT
Special Meeting of Shareholders
This Proxy Statement and the accompanying notice and proxy card are being furnished to you as a holder of Jacksonville Bancorp, Inc.
common stock, $0.01 par value per share (the Common Stock), in connection with the solicitation of proxies by the Companys
Board of Directors (the Board) for the Special Meeting of Shareholders (the Special Meeting). The Special Meeting will be held on
Wednesday, February 13, 2013, beginning at 9:00 a.m., Eastern Time, at the Companys principal executive offices, 100 North Laura
Street, Suite 1000, Jacksonville, Florida 32202. This Proxy Statement and the accompanying notice and proxy card are first being
mailed to holders of Common Stock on or about January [], 2013.
Unless the context requires otherwise, references in this statement to we, us or our refer to Jacksonville Bancorp, Inc., its wholly
owned subsidiary, The Jacksonville Bank, and the Banks wholly owned subsidiary, Fountain Financial, Inc., on a consolidated basis.
References to the Company denote Jacksonville Bancorp, Inc. The Jacksonville Bank is referred to as the Bank.
PURPOSE
The purpose of the Special Meeting is to consider and act upon the following proposals:
1.

To approve an amendment to the Companys Amended and Restated Articles of Incorporation, as amended (the Articles of
Incorporation) to:
a.

increase the number of authorized shares of Common Stock to 400 million; and

b.

authorize 100 million shares of a new class of nonvoting common stock of the Company, par value $0.01 per share
(the Nonvoting Common Stock);

2.

To approve the issuance of an aggregate of approximately 100 million shares of Common Stock and Nonvoting Common
Stock upon the conversion (the Conversion) of the Companys recently issued 50,000 shares of Mandatorily Convertible,
Noncumulative, Nonvoting, Perpetual Preferred Stock, Series A (the Series A Preferred Stock) as described in this Proxy
Statement and the Articles of Incorporation, and for purposes of NASDAQ Stock Market Rule 5635;

3.

To approve an amendment to the 2008 Amendment and Restatement of the Jacksonville Bancorp, Inc. 2006 Stock Incentive
Plan, as amended (the Stock Incentive Plan), to (i) increase the number of shares of Common Stock available for issuance
under the plan from 180,000 shares to 7 million shares, and (ii) eliminate certain minimum vesting conditions for awards of
restricted stock and restricted stock units;

4.

To authorize an amendment to the Articles of Incorporation to effect a reverse stock split of the outstanding shares of the
Common Stock and Nonvoting Common Stock (if any) at a ratio of up to 1-for-20, the exact ratio and the implementation of
the amendment being in the sole discretion of the Board; and

5.

To approve the grant of discretionary authority to the persons named as proxies to adjourn the Special Meeting to a later date
or dates, if necessary, to permit further solicitation of proxies if there are not sufficient votes at the time of the Special
Meeting to approve the proposals listed above.
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VOTING OF PROXIES
Shares represented by proxies properly signed and returned, unless subsequently revoked, will be voted at the Special Meeting in
accordance with the instructions marked on the proxy. If a proxy is signed and returned without indicating any voting instructions, the
shares represented by the proxy will be voted FOR approval of the proposals stated in this Proxy Statement.
If you have executed and delivered a proxy, you may revoke such proxy at any time before it is voted by attending the Special Meeting
and voting in person, by giving written notice of revocation of the proxy or by submitting a signed proxy bearing a later date. Any
notice of revocation or later dated proxy should be sent to the Companys transfer agent, Registrar and Transfer Company, at the
address indicated on the enclosed proxy card. In order for the notice of revocation or later proxy to revoke the prior proxy, the
Companys transfer agent must receive such notice or later proxy before the vote of shareholders at the Special Meeting. Unless you
vote at the meeting or take other action, your attendance at the Special Meeting will not revoke your proxy. If you are a beneficial owner
but do not hold the shares in your name, you may vote your shares in person at the Special Meeting only if you provide a legal proxy
obtained from your broker, trustee or nominee at the Special Meeting.
VOTING PROCEDURES
The Companys Amended and Restated Bylaws provide that a majority of all votes entitled to be cast by the holders of the outstanding
shares of Common Stock entitled to vote, represented in person or by proxy, constitutes a quorum at a meeting of shareholders. The
affirmative vote of the holders of a majority of the shares of Common Stock outstanding and entitled to vote on the proposal at the
Special Meeting is required to approve each of Proposals 1a, 1b and 4 regarding amendments to the Articles of Incorporation. The
affirmative vote of the holders of a majority of the shares of Common Stock cast on the proposal is required to approve each of Proposal
2 (regarding the issuance of Common Stock and Nonvoting Common Stock in the Conversion), Proposal 3 (regarding the amendment to
the Stock Incentive Plan) and Proposal 5 (relating to adjournment of the Special Meeting). In addition, the approval of Proposal 2 is
conditioned upon shareholder approval of Proposal 1a. In other words, if the Companys shareholders do not approve the amendment to
the Articles of Incorporation increasing the authorized shares of Common Stock, Proposal 2, relating to the issuance of Common Stock
and Nonvoting Common Stock in the Conversion, will fail. Abstentions and broker non-votes will be considered present for purposes of
constituting a quorum but will have no effect under Florida law with respect to the votes on the proposals.
If you are a beneficial owner and have questions or concerns about your proxy card, you are strongly encouraged to contact your bank,
broker or other financial institution through which you hold the Companys shares.
VOTING SECURITIES
The Board has fixed the close of business on December 17, 2012 as the record date for determining the holders of the Common Stock
entitled to receive notice of, and to vote at, the Special Meeting. At the close of business on December 17, 2012, there were issued and
outstanding 5,890,880 shares of the Common Stock entitled to vote at the Special Meeting held by approximately 506 registered
holders. You are entitled to one vote upon each matter properly submitted at the Special Meeting for each share of Common Stock held
on the record date.
2
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QUESTIONS AND ANSWERS
When is the Special Meeting?
Wednesday, February 13, 2013 at 9:00 a.m., Eastern Time.
Where will the Special Meeting be held?
The Special meeting will be held at the Companys principal executive offices, 100 North Laura Street, Suite 1000, Jacksonville,
Florida 32202. If you wish to attend the Special Meeting and need directions, please call us at (904) 421-3040.
What items will be voted upon at the Special Meeting?
You are voting on the following proposals:
1.

To approve an amendment to the Articles of Incorporation to:
a.

increase the number of authorized shares of Common Stock to 400 million; and

b.

authorize 100 million shares of a new class of Nonvoting Common Stock;

2.

To approve the issuance of an aggregate of approximately 100 million shares of Common Stock and Nonvoting Common
Stock upon the Conversion of the outstanding shares of Series A Preferred Stock;

3.

To approve an amendment to the Stock Incentive Plan to (i) increase the number of shares of Common Stock available for
issuance from 180,000 shares to 7 million shares, and (ii) eliminate certain minimum vesting conditions for awards of
restricted stock and restricted stock units;

4.

To authorize an amendment to the Articles of Incorporation to effect a reverse stock split of the outstanding shares of the
Common Stock and Nonvoting Common Stock (if any) at a ratio of up to 1-for-20, the exact ratio and the implementation of
the amendment being in the sole discretion of the Board; and

5.

To approve the grant of discretionary authority to the persons named as proxies to adjourn the Special Meeting to a later date
or dates, if necessary, to permit further solicitation of proxies if there are not sufficient votes at the time of the Special
Meeting to approve the proposals listed above.

How do I vote by proxy?
You may vote by:


Telephone, using the toll-free number listed on your proxy card (if you are a registered shareholder, that is if you hold your
stock in your name) or vote instruction card (if your shares are held in street name, meaning that your shares are held in the
name of a bank, broker or other nominee and your bank, broker or nominee makes telephone voting available);



Internet, at the address provided on your proxy card (if you are a registered shareholder) or vote instruction card (if your
shares are held in street name and your bank, broker or nominee makes Internet voting available); or



Mail, by completing, signing, dating and mailing your proxy card or vote instruction card and returning it in the envelope
provided.

If your shares of Common Stock are held in street name by your broker, be sure to give your broker instructions on how you want to
vote your shares because your broker will not be able to vote your shares on the proposals at the Special Meeting without instructions
from you. See the question below If my broker holds my shares in street name, will my broker vote my shares for me?
3
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When should I vote?
You should send in your proxy card or vote over the Internet or by telephone as soon as possible to ensure that your shares will be voted
at the Special Meeting.
If my broker holds my shares in street name, will my broker vote my shares for me?
Yes, but only if you provide specific instructions to your broker on how to vote. You should follow the directions provided by your
broker regarding how to instruct your broker to vote your shares. Without these instructions, your shares will not be voted.
May I vote in person?
Yes. You may attend the Special Meeting and vote your shares in person. If your shares are held in street name, you must get a proxy
card from your broker or bank in order to attend the Special Meeting and vote in person.
You are urged to sign, date and return the enclosed proxy card or to vote over the Internet or by telephone as soon as possible, even if
you plan to attend the Special Meeting, as it is important that your shares be represented and voted at the Special Meeting. If you attend
the Special Meeting, you may vote in person as you wish, even though you have previously returned your proxy card. See question
below May I change my vote after I have mailed my signed proxy card?
May I change my vote after I have mailed my signed proxy card?
Yes. You may change your vote at any time before the shares of the Common Stock reflected on your proxy card are voted at the Special
Meeting. If your shares are registered in your name, you can do this in one of three ways:


you can deliver to the Companys transfer agent, Registrar and Transfer Company, a written notice stating that you would
like to revoke your proxy; the written notice should bear a date later than the proxy card;



you can complete, execute and deliver to Registrar and Transfer Company, a new, later-dated proxy card for the same shares,
provided the new proxy card is received before the polls close at the Special Meeting; or



you can attend the Special Meeting and vote in person.

Any written notice of revocation should be delivered to the Companys Corporate Secretary at or before the taking of the vote at the
Special Meeting. Your attendance at the Special Meeting alone will not revoke your proxy.
If you have instructed your broker to vote your shares, you must follow directions received from your broker to change your vote. You
cannot vote shares held in street name by returning a proxy card directly to the Company or by voting in person at the Special
Meeting, unless you obtain a proxy card from your bank or broker.
How many votes are required to approve the proposals?
The voting requirements to approve the proposals are as follows:


the approval of Proposal 1a regarding the amendment to the Articles of Incorporation to increase the authorized shares of
Common Stock requires the affirmative vote of the holders of a majority of the shares of Common Stock outstanding and
entitled to vote on the proposal at the Special Meeting;



the approval of Proposal 1b regarding the amendment to the Articles of Incorporation to authorize the new class of
Nonvoting Common Stock requires the affirmative vote of the holders of a majority of the shares of Common Stock
outstanding and entitled to vote on the proposal at the Special Meeting;
4
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the approval of Proposal 2 regarding the issuance of Common Stock and Nonvoting Common Stock upon the Conversion of
the outstanding shares of Series A Preferred Stock requires the affirmative vote of the holders of a majority of the shares of
Common Stock cast on the proposal in person or by proxy at the Special Meeting;



the approval of Proposal 3 regarding the amendment to the Stock Incentive Plan requires the affirmative vote of the holders
of a majority of the shares of Common Stock cast on the proposal in person or by proxy at the Special Meeting;



the approval of Proposal 4 regarding the amendment to the Articles of Incorporation to effect a reverse stock split of the
outstanding shares of the Common Stock and Nonvoting Common Stock (if any) at a ratio of up to 1-for-20, in the sole
discretion of the Board, requires the affirmative vote of the holders of a majority of the shares of Common Stock outstanding
and entitled to vote on the proposal at the Special Meeting; and



the approval of Proposal 5 regarding the grant of discretionary authority to the persons named as proxies to adjourn the
Special Meeting to a later date, if necessary, to permit further solicitation of proxies, requires the affirmative vote of the
holders of a majority of the shares of Common Stock cast on the proposal in person or by proxy at the Special Meeting.

Is the adoption of any proposal conditioned on shareholder approval of any of the other proposals?
Yes. The adoption of Proposal 2, relating to the Conversion of the outstanding shares of Series A Preferred Stock into shares of
Common Stock and Nonvoting Common Stock, is conditioned upon shareholder approval of Proposal 1a, relating to the amendment to
the Articles of Incorporation increasing the authorized shares of Common Stock. The approval of Proposal 2 is conditioned upon the
approval of Proposal 1a because, without the approval of Proposal 1a and the filing of the related amendment to the Articles of
Incorporation with the Florida Secretary of State, the Conversion of the Series A Preferred Stock would not be triggered under the
Articles of Incorporation and the Company would not have enough authorized shares of Common Stock to complete the Conversion.
What constitutes a quorum for the Special Meeting?
The presence, whether in person or through the prior submission of a proxy, of the holders of Common Stock representing a majority of
the shares outstanding and entitled to vote on December 17, 2012, the record date, will constitute a quorum for purposes of the Special
Meeting. A quorum is necessary to conduct business at the Special Meeting. Because there were 5,890,880 shares of Common Stock
issued and outstanding as of the record date, at least 2,945,441 shares must be present or represented by proxy at the Special Meeting
for a quorum to exist.
Who can vote at the Special Meeting?
You are entitled to vote your Common Stock if the Companys records show that you held your shares as of the close of business on
December 17, 2012, the record date. On that date, there were 5,890,880 shares of Common Stock outstanding and entitled to vote, held
by approximately 506 holders of record. The Common Stock is the Companys only class of outstanding voting securities for purposes
of the Special Meeting.
Who pays for the solicitation of proxies?
The expense of soliciting proxies of the Companys shareholders will be borne by the Company. The Company will reimburse brokers,
banks and other custodians, nominees and fiduciaries representing beneficial owners of shares for their reasonable expenses in
forwarding soliciting materials to beneficial owners. Proxies may also be solicited by certain of the Companys directors, officers and
employees. No additional compensation will be paid for these services.
5
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Are there any appraisal rights or dissenters rights?
Under the Florida Business Corporation Act, the Companys shareholders are not entitled to dissenters rights or appraisal rights with
respect to any of the proposals.
What is the voting recommendation of the Board?
The Board recommends a vote FOR all of the proposals described in this Proxy Statement.
Where can I find the voting results?
We will publish the voting results of the Special Meeting on a Current Report on Form 8-K within four business days after the date of
the meeting. You will be able to find such Form 8-K at the Investor Relations section of our website at www.jaxbank.com or on the
SECs website at www.sec.gov.
Who can help answer my other questions?
If you have additional questions about the Special Meeting, including the procedures for voting your shares, or if you would like
additional copies, without charge, of this Proxy Statement, you should contact Jacksonville Bancorp, Inc., 100 North Laura Street, Suite
1000, Jacksonville, Florida 32202, Attention: Corporate Secretary, (904) 421-3040.
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
Certain statements contained in this Proxy Statement may constitute forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. We intend such forwardlooking statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995, and are including this statement for purposes of invoking these safe harbor provisions. You can identify
these statements from our use of the words plan, estimate, project, believe, intend, anticipate, expect, target, is
likely, will, and similar expressions. These forward-looking statements may include, among other things:


statements and assumptions relating to financial performance;



statements relating to the anticipated effects on results of operations or financial condition from recent or future
developments or events;



statements relating to our capital raising activities, business and growth strategies and our regulatory capital levels;



statements regarding the disposition of certain of our assets; and



any other statements, projections or assumptions that are not historical facts.

Forward-looking statements involve known and unknown risks, uncertainties and other important factors that could cause our actual
results, performance or achievements, or industry results, to differ materially from our expectations of future results, performance or
achievements expressed or implied by these forward-looking statements. We discuss these and other uncertainties in the Risk Factors
section of our Annual Report on Form 10-K for the year ended December 31, 2011, and otherwise in our subsequent reports filed with
the Securities and Exchange Commission (the SEC), which can be obtained on the SECs website at www.sec.gov.
Factors that may cause actual results to differ materially from those contemplated by such forward-looking statements include, without
limitation, the following: the results of the Special Meeting; our ability to continue disposing of substandard assets and the disposition
prices thereof; economic and political conditions, especially in North Florida; real estate prices and sales in the our markets; competitive
circumstances; bank regulation, legislation, accounting principles and monetary policies; the interest rate environment; efforts to
increase our capital and reduce our nonperforming assets; and technological changes.
6
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PROPOSAL 1: ARTICLES AMENDMENT TO INCREASE THE NUMBER OF AUTHORIZED SHARES OF COMMON
STOCK AND AUTHORIZE A NEW CLASS OF NONVOTING COMMON STOCK
Proposal 1 contemplates an amendment to the Articles of Incorporation (the Capital Amendment) to:
a.

increase the number of authorized shares of Common Stock from 40 million shares to 400 million shares; and

b.

authorize 100 million shares of a new class of Nonvoting Common Stock.

No increase in the number of authorized shares of preferred stock is proposed.
On December 19, 2012, the Board approved the Capital Amendment, which involves the amendment of Section 4.01 of the Articles of
Incorporation and the addition of a new Section 4.02 to the Articles of Incorporation (and renumbering the remaining paragraphs of
Article IV accordingly). The complete text of the Capital Amendment is set forth on Appendix A to this Proxy Statement. Such text is,
however, subject to revision for such changes as may be required if only one of Proposal 1a or 1b is approved by the shareholders or as
may be required by the Florida Secretary of State or other changes consistent with this proposal that we may deem necessary or
appropriate.
Each of the two proposals comprising Proposal 1 is an element of the Capital Amendment, and is required to effect the full Conversion
contemplated by the Articles of Incorporation. In addition, the approval of Proposal 2 (concerning the issuance of Common Stock and
Nonvoting Common Stock in the Conversion) is conditioned upon the approval of Proposal 1a. In other words, if the shareholders do
not approve Proposal 1a, Proposal 2 will fail.
If the Companys shareholders approve one or both of the proposals comprising Proposal 1, we intend to file the corresponding
amendment to the Articles of the Incorporation with the Florida Secretary of State immediately following the shareholder meeting. The
Conversion of the Series A Preferred Stock into Common Stock will occur on the date that both Proposal 1a and Proposal 2 are
approved.
Proposal 1a. Articles Amendment to Increase Authorized Common Stock
The Companys shareholders will be asked to approve the Capital Amendment to increase the number of authorized shares of Common
Stock to 400 million shares.
Purpose of the Amendment
The purpose of the amendment is to provide additional shares of Common Stock for issuance in the Conversion, for issuance in the
Public Offering (defined below), in order to grant the Contemplated Equity Awards (defined below), and for other future issuances. As
of the record date, there were 5,890,880 shares of the Common Stock issued and outstanding, and 172,918 shares reserved for issuance
under outstanding options and restricted stock units, leaving approximately 33.94 million shares of Common Stock unissued and not
reserved for issuance.
On December 31, 2012, we completed a private placement to accredited investors of 50,000 shares of Series A Preferred Stock (the
Private Placement). The Private Placement included the 5,000 shares of Series A Preferred Stock issued to CapGen Capital Group IV
LP (CapGen) in exchange (the Exchange) for its outstanding Noncumulative, Nonvoting, Perpetual Preferred Stock, Series B (the
Series B Preferred Stock) pursuant to the Amended and Restated Exchange Agreement dated December 31, 2012 between the
Company and CapGen (the Exchange Agreement). The outstanding shares of Series A Preferred Stock are mandatorily convertible, at
an initial conversion price of $0.50 per share and an initial conversion rate of 2,000 shares of Common Stock and/or Nonvoting
Common Stock for each outstanding share of Series A Preferred Stock, into an aggregate of approximately 100 million shares of
Common Stock and Nonvoting Common Stock, of which approximately
7
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47.6 million shares are expected to be issued as Common Stock, upon receipt of the requisite of shareholder approvals, as more fully
discussed under Proposal 2: Issuance of Approximately 100 Million Shares of Common Stock and Nonvoting Common Stock Upon
Conversion of 50,000 Series A Preferred Shares. Without approval of this Proposal 1a, Conversion will not be triggered under the
Articles of Incorporation and the Company would not have enough authorized shares of Common Stock to complete the Conversion.
Accordingly, Proposal 2, relating to the issuance of shares of Common Stock in the Conversion, is conditioned upon shareholder
approval of Proposal 1a.
In addition, following the Conversion and within six months of the Closing of the Private Placement, the Company intends to conduct a
public offering to its existing holders of Common Stock, and potentially to other members of the community, of between 10 million and
20 million shares of Common Stock (or subscription rights to purchase such Common Stock), at the same price per share as the
conversion price (initially $0.50 per share) of the Series A Preferred Stock (the Public Offering). The increase in authorized shares of
Common Stock under this Proposal 1a is required for the Company to complete the Public Offering following the Conversion. Offerees
and investors in the Private Placement would not be eligible to participate in the Public Offering.
The Private Placement and the proposed Public Offering are initiatives by the Company to increase capital and strengthen its balance
sheet, the need for which is discussed more fully under the subsection Background of the Private Placement under Proposal 2. In
addition, the Board considers the proposed increase in the number of authorized shares of Common Stock desirable because it would
give the Board greater flexibility and provide sufficient shares available for future issuance if needed to further improve the Companys
capital levels. If this Proposal 1a is approved by the Companys shareholders, the additional authorized shares of Common Stock would
also be available from time to time for other corporate purposes, including acquisitions of other companies or other assets, stock
dividends, stock split or other stock distributions, and in connection with equity-based incentive plans, including issuances under the
Stock Incentive Plan which is proposed to be amended to, among other things, increase the number of authorized shares from 180,000
to 7 million shares of Common Stock (See Proposal 3: Amendment to Stock Incentive Plan). As described more fully under Proposal
3, the Company has agreed to issue, subject to receipt of applicable regulatory and shareholder approvals (including the approval of
Proposal 3 described herein), to two of its executive officers, Stephen C. Green and Margaret A. Incandela, equity awards under the
Stock Incentive Plan representing up to approximately 3.5 million shares of Common Stock (the Contemplated Equity Awards). The
increase in authorized shares of Common Stock under this Proposal 1a is required in order for the Company to issue the Contemplated
Equity Awards, assuming the Conversion occurs.
Authorized but unissued shares of our Common Stock or preferred stock may be issued from time to time upon authorization by the
Board, at such times, to such persons, and for such consideration as the Board may determine in its discretion and generally without
further approval by our shareholders (except as may be required for any particular transaction by applicable law or regulation).
If shareholders approve the amendment described in this Proposal 1a, it will become effective upon the filing of the Capital Amendment
(or relevant portion thereof) with the Florida Secretary of State in substantially the form attached hereto as Appendix A, which the
Company expects to occur promptly following shareholder approval.
Effect of the Amendment
The additional shares of Common Stock to be authorized by adoption of the Capital Amendment would have rights identical to the
currently outstanding shares of Common Stock (other than the limited contractual preemptive rights of certain shareholders discussed
below). Adoption of the proposed amendment and issuance of the Common Stock would not affect the rights of the holders of currently
outstanding shares of Common Stock, except for the limited contractual preemptive rights of certain shareholders discussed below and
effects incidental to increasing the number of shares of our Common Stock outstanding, such as dilution of the earnings
8

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
per share and voting power of current holders of Common Stock. Under the Articles of Incorporation, the Companys shareholders do
not have preemptive rights with respect to the Common Stock and only a limited number of the Companys shareholders have
contractual preemptive rights which were granted in connection with the Private Placement and which expire in December 2014. As a
result, if the Board decides to issue additional shares of Common Stock, most existing holders of the Common Stock would not have
any preferential rights to purchase such shares. See Effect on Outstanding Common Stock below for more information regarding the
potential dilution to the Companys current shareholders.
The issuance of additional shares of Common Stock, or the perception that additional shares of Common Stock may be issued, may also
adversely affect the market price of our Common Stock.
Material Terms of the Common Stock
Each holder of Common Stock is entitled to one vote for each share held of record on all matters presented to a vote at a shareholders
meeting, including the election of directors. Holders of Common Stock have no cumulative voting rights or preemptive rights (other
than the limited contractual preemptive rights of certain holders described above) to purchase or subscribe for any additional shares of
Common Stock or other securities, and there are no conversion rights or redemption or sinking fund provisions with respect to the
Common Stock.
Subject to the prior rights of the holders of shares of preferred stock that may be issued and outstanding, the holders of Common Stock
are entitled to receive dividends when, as and if declared by the Board out of funds lawfully available for the payment of dividends.
Effect on Outstanding Common Stock
The authorization of the additional shares of Common Stock would not, by itself, have any effect on the rights of shareholders.
However, holders of Common Stock have no preemptive rights to acquire additional shares of Common Stock (other than the limited
contractual preemptive rights of certain shareholders described above), so the future issuance of shares of Common Stock, including
pursuant to the transactions discussed above or any other potential capital raising initiative, is likely to have an immediate and
significant dilutive effect on earnings per share and the voting power of existing shareholders at the time of the issuance.
Vote Required
Provided that a quorum is present, Proposal 1a will be approved if shareholders holding at least a majority of the outstanding shares of
Common Stock entitled to vote on this proposal vote in favor of the proposal.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THIS PROPOSAL 1a.
Proposal 1b. Articles Amendment to Authorize New Class of Nonvoting Common Stock
The Companys shareholders will be asked to approve the Capital Amendment to authorize 100 million shares of a new class of
Nonvoting Common Stock with the terms set forth in the amendment.
Purpose of the Amendment
The purpose of the amendment is to provide shares of Nonvoting Common Stock for issuance in the Conversion, and for other future
issuances. As this amendment would authorize a new class of stock, there are currently no outstanding shares of Nonvoting Common
Stock.
Under the terms of the Series A Preferred Stock, as set forth in the Articles of Amendment to the Amended and Restated Articles of
Incorporation Designating Mandatorily Convertible, Noncumulative, Nonvoting, Perpetual Preferred Stock, Series A, which was filed
with the Florida Secretary of State (the Series A Designation),
9
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certain Series A Holders (as defined herein) will receive Nonvoting Common Stock upon Conversion of their shares of Series A
Preferred Stock to the extent they otherwise would exceed the conversion limits set forth in the Series A Designation. The conversion
limits were put in place to observe applicable regulatory or investment policy limitations applicable to such Series A Holders. See
Material Terms of Series A Preferred Stock under Proposal 2 for more information about the conversion limits. We expect
approximately 52.4 million shares of Nonvoting Common Stock to be issued in the Conversion, subject to the receipt of the requisite
shareholder approvals.
The Nonvoting Common Stock will be identical to Common Stock in all respects, except that the Nonvoting Common Stock will have
only those voting rights required by the Florida Business Corporation Act. The Nonvoting Common Stock will be convertible into
shares of Common Stock on the terms set forth in the Capital Amendment. See the subsection below Material Terms of the Nonvoting
Common Stock.
Authorized but unissued shares of the Nonvoting Common Stock may be issued from time to time upon authorization by the Board, at
such times, to such persons, and for such consideration as the Board may determine in its discretion and generally without further
approval by our shareholders (except as may be required for any particular transaction by applicable law or regulation).
If shareholders approve the amendment described in this Proposal 1b, it will become effective upon the filing of the Capital Amendment
(or relevant portion thereof) with the Florida Secretary of State in the form attached hereto as Appendix A, which the Company expects
to occur promptly following shareholder approval.
Effect of the Amendment
The new shares of Nonvoting Common Stock to be authorized by adoption of the amendment would have rights identical to the
currently outstanding shares of Common Stock, except that the Nonvoting Common Stock will have only those voting rights required
by the Florida Business Corporation Act. Adoption of the proposed amendment and issuance of the Nonvoting Common Stock would
not affect the rights of the holders of currently outstanding shares of Common Stock, except for the limited contractual preemptive
rights of certain shareholders discussed above and effects incidental to increasing the number of shares of our Common Stock
outstanding, such as dilution of the earnings per share and voting power of current holders of Common Stock, since the Nonvoting
Common Stock would be convertible into Common Stock upon a permitted transfer (described under Material Terms of the
Nonvoting Common Stock). Under the Articles of Incorporation, the Companys shareholders do not have preemptive rights with
respect to the Nonvoting Common Stock. As a result, if the Board decides to issue additional shares of Nonvoting Common Stock, the
existing holders of the Common Stock or Nonvoting Common Stock would not have any preferential rights to purchase such shares
(other than the limited contractual preemptive rights of certain shareholders discussed above). See Effect on Outstanding Common
Stock below for more information regarding the potential dilution to the Companys current shareholders.
The issuance of additional shares of Nonvoting Common Stock, or the perception that additional shares of Nonvoting Common Stock
may be issued, may also adversely affect the market price of our Common Stock.
Material Terms of the Nonvoting Common Stock
Holders of Nonvoting Common Stock will not be entitled to vote except as required by the Florida Business Corporation Act. Where the
shares of Nonvoting Common Stock are entitled to vote under Florida law, each holder of Nonvoting Common Stock will have one vote
for each share of Nonvoting Common Stock held of record solely on the matters to which such shares are entitled to vote, and subject to
the rights and limitations specified by the Florida Business Corporation Act. Other than voting rights, the Common Stock and
Nonvoting Common Stock have the same rights and privileges, share ratably in all assets of the Company upon its liquidation,
dissolution or winding-up, will be entitled to receive dividends in the same amount per share and at the same time when, as and if
declared by the Board, and are identical in all other respects as to all other matters (other than voting). Holders of Nonvoting Common
Stock have no cumulative voting rights or preemptive rights
10
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(other than the limited contractual preemptive rights of certain shareholders described above) to purchase or subscribe for any additional
shares of Common Stock or Nonvoting Common Stock or other securities, and there are no conversion rights or redemption or sinking
fund provisions with respect to the Nonvoting Common Stock.
Each share of Nonvoting Common Stock will automatically convert into one share of Common Stock in the event of a permitted
transfer to a transferee. A permitted transfer is a transfer of Nonvoting Common Stock (i) in a widespread public distribution; (ii) in
which no transferee (or group of associated transferees) would receive 2% or more of any class of voting securities of the Company; or
(iii) to a transferee that would control more than 50% of the voting securities of the Company without any transfer from such holder of
Nonvoting Common Stock.
Subject to the prior rights of the holders of shares of preferred stock that may be issued and outstanding, the holders of Nonvoting
Common Stock are entitled to receive dividends when, as and if declared by the Board out of funds lawfully available for the payment
of dividends.
Effect on Outstanding Common Stock
The authorization of the new shares of Nonvoting Common Stock would not, by itself, have any effect on the rights of shareholders.
However, holders of Common Stock have no preemptive rights to acquire additional shares of Common Stock or Nonvoting Common
Stock (other than the limited contractual preemptive rights of certain shareholders discussed above), so the future issuance of shares of
Nonvoting Common Stock, including pursuant to the transactions discussed above or any other potential capital raising initiative, is
likely to have a significant dilutive effect on earnings per share at the time of issuance, and on the voting power of existing shareholders
at the time of its conversion into Common Stock.
Vote Required
Provided that a quorum is present, Proposal 1b will be approved if shareholders holding at least a majority of the outstanding shares of
Common Stock entitled to vote on this proposal vote in favor of the proposal.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THIS PROPOSAL 1b.
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PROPOSAL 2: ISSUANCE OF APPROXIMATELY 100 MILLION SHARES OF COMMON STOCK AND NONVOTING
COMMON STOCK UPON CONVERSION OF 50,000 SERIES A PERFERRED SHARES
The adoption of this Proposal 2 is conditioned upon shareholder approval of Proposal 1a, so shareholders who wish to approve
Proposal 2 should also approve Proposal 1a.
Proposal 2 contemplates the issuance of an aggregate of approximately 100 million shares of Common Stock and Nonvoting Common
Stock, based on a conversion price of $0.50 per share (subject to certain anti-dilution adjustments), upon Conversion of the 50,000
shares of Series A Preferred Stock issued in the Private Placement pursuant to (i) the Amended and Restated Stock Purchase
Agreement, dated as of December 31, 2012 (the Stock Purchase Agreement), among the Company and the investors listed on the
signature pages thereto (the SPA Investors), (ii) the individual Subscription Agreements, accepted by the Company on December 31,
2012, between the Company and each of ten of the Companys directors, executive officers and other related persons (collectively, the
Subscription Agreements and the subscriptions represented thereby, referred to as the Subscriptions), and (iii) the Exchange
Agreement. The holders of Series A Preferred Stock are collectively referred to herein as the Series A Holders. The initial conversion
price of $0.50 was approved by the special Pricing Committee of the Board, and ratified by the entire Board. Prior to approving the
initial conversion price, the Board received a fairness opinion from Hovde Securities, LLC that the initial conversion price of $0.50 was
fair, from a financial point of view, to the Companys shareholders (in their capacity as existing shareholders and not as prospective
purchasers in the Private Placement). See the section below captioned Fairness Opinion of Companys Financial Advisor.
Background of the Private Placement
The Jacksonville, Florida market experienced deterioration in its economic condition later in the cycle than other Florida cities. In late
2011, it became apparent that the depth of the decline in the economic condition was larger than Company management anticipated and
the expected period for return to stability in the market was longer than first forecasted. Both of these scenarios presented an
opportunity for additional capital strain on the Company and the Bank, as existing classified assets (such as loans designated
substandard, doubtful and loss by regulatory definitions and other real estate owned) would be slower to eliminate and the environment
could create additional classified assets as a borrowers ability to maintain loans would be diminished with the strain on their personal
liquidity and cash flow over a protracted period. Therefore, the Board and Company management determined that it would be prudent to
seek additional capital in order for the Company to increase its capital, ensure the Bank remained well capitalized at all times while
continuing to eliminate problem loans, work through developing issues with customers and maintain a safe and sound level of
operational strength for the Bank, its customers and the Companys shareholders. The Board also concluded that, in light of a variety of
factors, including capital markets volatility, general economic uncertainties, the Companys capital ratios at the time of the decision and
its regulatory mandates, it was important that any process to raise additional capital be executed promptly and with a high degree of
certainty of completion. Ultimately, the Board determined that a private placement of preferred stock would allow the Company to raise
capital prior to, and without the delay inherent in, seeking the shareholder approval required by NASDAQ Stock Market Rule 5635. The
Board designated the Series A Preferred Stock as mandatorily convertible into Common Stock and Nonvoting Common Stock because
federal banking laws and regulations require that substantially all of the Companys capital be in the form of common equity. Finally,
the Board designated the Series A Preferred Stock as nonvoting in order to allow the Company to raise capital pending regulatory
approval for CapGen to increase its holdings of Common Stock.
Since August 2008, the Bank had been subject to a Memorandum of Understanding with the Federal Deposit Insurance Corporation (the
FDIC) and the Florida Office of Financial Regulation that required the Bank to maintain a total risk-based capital ratio of 10.00% and
a Tier 1 leverage ratio of 8.00%. The Bank entered into a new Memorandum of Understanding in July 2012 that replaced the 2008
Memorandum, and among other things, increased the minimum total risk-based capital requirement to 12.00% as a direct reflection of
the increased
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classified assets since the previous examination. At September 30, 2012 and December 31, 2011, the Bank was adequately capitalized
for regulatory purposes, but did not meet the capital requirements of the current or prior Memorandum of Understanding. Further, the
classified assets to capital ratio was 146.82% at September 30, 2012 and 165.00% at December 31, 2011, respectively, which were far in
excess of regulatory requirements for a safe and sound institution.
The Bank has experienced declining regulatory ratios since the third quarter of 2011, with nonperforming and classified assets
increasing at a material rate due to the reasons discussed above. Accordingly, on March 27, 2012, we engaged Sandler ONeill +
Partners, L.P. (Sandler) as an independent financial advisor to the Company to assist the Company in raising capital as well to assist
the Company in creating a mechanism to expedite the reduction in classified assets. Sandler subsequently engaged The Situs Companies
to perform an independent evaluation of the Banks loan portfolio, expected imbedded losses on disposition and the adequacy of the
loan loss reserve.
Because of the substantial loss exposure to the Bank as determined by this third party study, Sandler recommended, and the Board
began to consider, a capital raise with a per share price at a significant discount to current market prices for the Companys Common
Stock. In order for a capital raise to be successful, it was determined that changes needed to occur in senior management to hire
individuals with experience in turnarounds, capital raises and market penetration. The Company believed these steps were necessary to
stabilize operations and to help persuade existing shareholders and prospective new investors to participate in any capital raise. In light
of the above, the Board began to consider changes in senior management, and in May 2012, hired Margaret A. Incandela to serve as the
Executive Vice President and Chief Credit Officer of the Company and the Bank. Members of the Board also began to consider
candidates for President and Chief Executive of the Company and Chief Executive Officer of the Bank, referred from several sources,
and, after interviews with members of management and certain members of the Board, recommended that the Board hire Stephen C.
Green to serve in those capacities. The Board also appointed Ms. Incandela as Chief Operating Officer of the Company and the Bank in
June 2012.
On June 14, 2012, the Board directed the Company to pursue one or more transactions to raise capital (then estimated to be
approximately $50.0 million) through Sandler, on terms acceptable to CapGen, as lead investor, and other investors, structured to the
extent practicable to preserve the Companys net operating losses and deferred tax assets, including a private placement offered to
certain eligible investors (including CapGen and the Companys other shareholders currently holding preemptive rights), followed by
one or more public offerings in the form of a rights or similar offering to existing shareholders and select others.
On June 15, 2012, CapGen committed to the Board by letter to purchase up to $25 million in newly issued capital stock of the Company
in a private placement as part of an approximately $50 million capital raise.
As of June 30, 2012, the Company did not meet minimum Federal Reserve capital requirements, though the Bank was still considered
adequately capitalized.
The Companys executive management team and the Board discussed the limited options available to restore capital and that pursuing a
transaction with CapGen would require a fairness opinion. Capital reductions had occurred in the quarter ending June 30, 2012 due to
losses on the disposition of classified assets. The continued high level of classified assets and the relatively short time frame provided to
improve capital and reduce classifieds under the Banks regulatory mandates limited the approaches that could be taken to improve the
financial condition of the Bank. Had the capital markets been stronger, additional alternatives may have been available that would still
achieve the capital infusion prior to fiscal year end.
On July 24, 2012, the Board appointed four independent directors, none of whom were affiliates of CapGen, to a special pricing
committee of the Board (the Pricing Committee). The Pricing Committee was given the authority to determine or approve, as
applicable, after taking into consideration a fairness opinion of Hovde Securities, LLC (Hovde) and such other information that
committee deemed relevant to its determinations, the pricing of the securities to be issued in the Private Placement and the number of
shares to be offered and sold in the capital raise.
13

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
On August 21, 2012, the Board unanimously approved the offer and sale of at least 50,000 shares of Series A Preferred Stock in a
private placement transaction pursuant to the terms of a stock purchase agreement (the Original Stock Purchase Agreement) and
authorized the creation of the Series A Preferred Stock through the filing of an amendment to the Articles of Incorporation designating
such preferred stock, subject to the execution of the Original Stock Purchase Agreement for at least $50 million in shares of Series A
Preferred Stock and the determination and approval of the conversion rate and conversion price (relating to the Conversion) by the
Pricing Committee and upon receipt of the fairness opinion by Hovde. On the same date, the Board also directed that, following the
closing of the Private Placement, the issuance of shares of Common Stock upon the Conversion of the outstanding shares of Series A
Preferred Stock be submitted to the Companys shareholders for approval with a recommendation from the Board of approval of such
matter.
On the following day, the Company entered into the Original Stock Purchase Agreement with CapGen for the purchase by CapGen of
up to 25,000 shares of Series A Preferred Stock at a purchase price of $1,000 per share, subject to the terms and conditions contained in
the Original Stock Purchase Agreement. Sandler and the Company continued discussions with prospective investors in the Private
Placement, including those existing shareholders with preemptive rights who participated in the Companys $35 million private
placement that closed on November 16, 2010. Although originally the Company contemplated participation by only institutional
investors in the Private Placement, certain prospective investors inquired about managements participation and, therefore, on
September 11, 2012, the Board approved a form of subscription agreement through which directors and executive officers of the
Company and/or the Bank could subscribe for shares of Series A Preferred Stock in the Private Placement.
Also in September, the Board began to discuss the potential need for bridge capital by the end of the quarter in order for the Bank to
maintain its adequately capitalized level as defined by federal regulations, since the Private Placement had not yet been consummated.
On September 25, 2012, the Board approved a bridge financing involving the sale of an aggregate of 5,000 shares of a newly designated
class of preferred stock, the Series B Preferred Stock. In order to provide the Company with additional capital on an expedited basis, the
Company and CapGen entered into a subscription agreement on September 27, 2012 under which the Company sold to CapGen 5,000
shares of Series B Preferred Stock, for an aggregate purchase price of $5 million (the Series B Sale). The Series B Sale was exempt
from registration under the Securities Act of 1933, as amended (the Securities Act), pursuant to Section 4(a)(2) of the Securities Act
and Rule 506 of Regulation D promulgated thereunder.
In connection with the Series B Sale and also on September 27, 2012, the Company and CapGen entered into an exchange agreement
(the Original Exchange Agreement) whereby the Company agreed to exchange CapGens shares of Series B Preferred Stock issued
in the Series B Sale for shares of Series A Preferred Stock simultaneously with the issuance of shares of Series A Preferred Stock in the
Private Placement, unless such shares of Series B Preferred Stock are first redeemed by the Company. Under the terms of the Original
Exchange Agreement, all issued and outstanding shares of Series B Preferred Stock were to be exchanged for the number of shares of
Series A Preferred Stock having an aggregate liquidation preference equal to the aggregate Series B liquidation preference. The
liquidation preference for the Series B Preferred Stock is equal to $1,000 per share, plus any accrued but unpaid dividends, if any, on
such share.
At September 30, 2012, the Company did not meet minimum Federal Reserve capital requirements, though the Bank was still
considered adequately capitalized.
Through October and November 2012, Sandler and the Company continued discussions with prospective investors in the Private
Placement. Some of the prospective investors negotiated changes to the Original Stock Purchase Agreement and related Private
Placement documents, including the amendment to the Articles of Incorporation designating the Series A Preferred Stock. Other
changes to the Original Stock Purchase Agreement and other transaction documents were made in response to regulatory concerns. In
October and November, the Board met and discussed the status of the transaction, and in October the Board was provided with interim
drafts of the transaction documents being negotiated by certain investors. Over this time period, potential investors were provided the
opportunity to complete their independent due diligence of the Company and the market. This
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time also afforded the Bank an opportunity to begin a plan to enter into a loan sale transaction that would reduce classified assets on a
concurrent path with the consummation of the capital raise. Loan sale data was gathered in October and due diligence on the asset pool
was completed by November 16th with a tentative purchase price established subject to the negotiation of a definitive asset purchase
agreement. This asset sale was ultimately completed immediately prior to the closing of the Private Placement; the asset purchaser was
also an investor in the Private Placement.
In early December, as negotiations with the investors were being finalized, the Board delegated to the Pricing Committee the authority
to approve the final transaction documents, in addition to the initial conversion price and conversion rate of the Series A Preferred
Stock.
On December 13, 2012, CapGen received approval from the Federal Reserve to increase its investment in the Company up to 49.9%.
On December 19, 2012, Hovde delivered to the Board a fairness opinion stating that a conversion price of $0.50 is fair, from a financial
point of view, to the Companys shareholders. On the same date, the Pricing Committee approved the initial conversion price of $0.50
and the initial conversion rate of 2,000 shares of Common Stock and/or Nonvoting Common Stock for each outstanding share of Series
A Preferred Stock, and approved substantially final forms of the Stock Purchase Agreement (which amended and restated the Original
Stock Purchase Agreement), the Series A Designation and other transaction documents. The initial conversion price and initial
conversion rate remain subject to customary anti-dilution adjustments under the Series A Designation.
On December 31, 2012, the Company entered into the Stock Purchase Agreement with CapGen and the other accredited investors
named therein, and on the same date closed the sale to such investors under the agreement, of 50,000 shares of Series A Preferred Stock
at a purchase price of $1,000 per share. Included in the 50,000 shares of Series A Preferred Stock were the 5,000 shares of Series A
Preferred Stock issued in the Exchange to CapGen under the amended and restated Exchange Agreement dated as of the same date.
Under the Exchange Agreement, CapGen received one share of Series A Preferred Stock for each share of Series B Preferred Stock
owned prior to the Exchange. Also on December 31, 2012, the Company accepted Subscriptions from each of ten of its executive
officers, directors and other related persons, for the sale of an aggregate of 2,265 shares of Series A Preferred Stock; such shares of
Series A Preferred Stock were sold for $1,000 per share and were part of the 50,000 shares of Series A Preferred Stock sold in the
Private Placement.
The Private Placement was exempt from registration under the Securities Act pursuant to Section 4(a)(2) of the Securities Act and
Rule 506 of Regulation D promulgated thereunder.
NASDAQ Shareholder Approval Requirement
Because our Common Stock is listed on the NASDAQ Stock Market, we are subject to the NASDAQ Stock Market Rules. NASDAQ
Stock Market Rule 5635 requires shareholder approval prior to the issuance of securities in connection with a transaction, other than a
public offering, involving the sale, issuance or potential issuance by a company of common stock, or securities convertible into or
exercisable for common stock, equal to 20% or more of the common stock or 20% or more of the voting power outstanding before the
issuance for less than the greater of book value or market value of the stock. Rule 5635 also requires shareholder approval for certain
equity compensation arrangements. Under NASDAQ interpretations of Rule 5635, the issuance of common stock or securities
convertible into or exercisable for common stock by a company to its directors, officers or employees in a private placement at a price
less than the market value of the stock is considered a form of equity compensation by NASDAQ and requires shareholder approval.
The approximately 100 million new shares of Common Stock and Nonvoting Common Stock to be issued upon Conversion of the
Series A Preferred Stock, including shares to be issued to certain of the Companys directors and executive officers (and their related
interests), will exceed 20% of the outstanding Common Stock and voting power outstanding prior to the closing of the Private
Placement and is expected to exceed 20% of the Common Stock and voting power outstanding prior to the Conversion. The $0.50 per
share conversion price for the Series
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A Preferred Stock was less than the book value and market price per share of our Common Stock at the time of the closing of the
Private Placement, and is expected to be less than the book value and market price per share of the Common Stock immediately prior to
the Conversion. Therefore, shareholder approval is required pursuant to NASDAQ Stock Market Rule 5635.
Material Terms of Series A Preferred Stock
The following is a summary of the material terms and provisions of the preferences, limitations, voting powers and relative rights of the
Series A Preferred Stock as contained in the Series A Designation filed with the Florida Secretary of State. This summary is qualified in
its entirety by the Series A Designation, a copy of which is attached as Appendix B to this Proxy Statement. Shareholders are urged to
carefully read the Series A Designation in its entirety.
Authorized Shares, Stated Value and Liquidation Preference. We have designated 50,000 shares as Mandatorily Convertible,
Noncumulative, Nonvoting, Perpetual Preferred Stock, Series A, which have a par value of $0.01 per share and a liquidation
preference of $1,000 per share.
Mandatory Conversion and Conversion Limits. The shares of Series A Preferred Stock will convert into Common Stock, and as
applicable, into Nonvoting Common Stock if shareholder approval of Proposal 1b (authorizing the new class of Nonvoting Common
Stock) has been obtained on such date, at the close of business on the date shareholder approvals are received for both Proposal 1a
(relating to the increase in authorized shares of Common Stock) and Proposal 2 (relating to the issuance of stock upon Conversion) (the
Mandatory Conversion Date). On the Mandatory Conversion Date, and assuming shareholder approval of Proposal 1b has been
obtained by such date, all shares of the Series A Preferred Stock will convert shares into Common Stock, except to the extent such
conversion would trigger a conversion limit (as described below), in which case such Series A Holder will receive the minimum
number of shares of Nonvoting Common Stock, in lieu of an equal number of shares of Common Stock, so that the Series A Holder will
not exceed the applicable conversion limit. Conversion limits include each of the following (i) with respect to a Series A Holder that
does not control the Company before the Conversion, such holder owning or controlling, together with its affiliates, 10% or more of the
Companys voting securities, (ii) with respect to a Series A Holder that controls the Company before the Conversion, such holder
owning or controlling 50% or more of the Companys voting securities, and (iii) with respect to one specified Series A Holder, owning
or controlling 5% or more of the Companys voting securities. The conversion limits were put in place to observe applicable regulatory
or investment policy limitations applicable to certain Series A Holders.
If shareholder approval of Proposal 1b has not been obtained by the Mandatory Conversion Date, then shares of Series A Preferred
Stock that otherwise would have been converted into shares of Nonvoting Common Stock will be converted at the earlier of (i) transfer
by the Series A Holder of such shares to a transferee pursuant to a permitted transfer (as defined in the Series A Designation), into
shares of Common Stock, or (ii) the effective date of the amendment to the Articles of Incorporation authorizing the new class of
Nonvoting Common Stock, into shares of Nonvoting Common Stock.
Following the Mandatory Conversion Date, no dividends will be payable or will accrue on outstanding shares of Series A Preferred
Stock, and the Series A Preferred Stock will have no liquidation preference and will have the same priority as the Common Stock.
The number of shares of Common Stock and/or Nonvoting Common Stock into which each share of Series A Preferred Stock is
convertible is determined by dividing (i) the $1,000 per share liquidation amount by (ii) the applicable conversion price, which initially
is $0.50 per share, subject to possible adjustment (including in the event that shareholder approvals of Proposals 1a, 1b and 2 are not
received by February 19, 2013). The conversion price of the Series A Preferred Stock is also subject to customary anti-dilution
adjustments, including in connection with stock dividends or distributions in shares of the Common Stock or subdivisions, splits and
combinations of the Common Stock.
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Dividends. Commencing on the date on which shares of Series A Preferred Stock were first issued, holders of shares of outstanding
Series A Preferred Stock are entitled to receive, when, as and if declared by the Board out of funds of the Company legally available
therefor, noncumulative dividends in arrears at the rate per annum of 5% per share on the liquidation amount (equivalent to $50 per
annum per share), payable semi-annually on each June 15th and December 15th, beginning on February 15, 2013 (each, a Dividend
Payment Date) until the Mandatory Conversion Date. Following the Mandatory Conversion Date, no dividends will be payable or will
accrue on outstanding shares of Series A Preferred Stock; however, such shares will be entitled to the same aggregate cash dividends
declared and paid by the Board on outstanding shares of Common Stock, if any, based on the number of shares of Common Stock into
which each share of Series A Preferred Stock is convertible on the record date for the cash dividend.
Dividends on the Series A Preferred Stock are not cumulative. To the extent that the Board does not declare and pay dividends on the
Series A Preferred Stock for a period commencing on and including a Dividend Payment Date (or, with respect to the first Dividend
Period, commencing on and including the date on which shares of Series A Preferred Stock were first issued) and ending on and
including the day immediately preceding the next succeeding Dividend Payment Date (each, a Dividend Period) prior to the related
Dividend Payment Date, in full or otherwise, such unpaid dividend shall not accrue and shall cease to be payable. The Company has no
obligation to pay dividends if the Companys shareholders approve Proposal 1a and this Proposal 2 on or prior to February 15, 2013.
So long as any shares of Series A Preferred Stock remain outstanding, no dividend may be declared or paid upon, or any sum set apart
for the payment of dividends upon, any outstanding share of any junior or parity stock. Subject to limited exceptions, if dividends
payable on all outstanding shares of the Series A Preferred Stock for any Dividend Period have not been declared and paid or declared
and funds set aside therefor, we will not be permitted to declare or pay dividends with respect to, or redeem, purchase, or acquire any of
our junior or parity securities. The Company is currently limited by the Federal Reserve from paying dividends on its capital stock, and
cannot pay such dividends without the prior written consent of the Federal Reserve.
Ranking. The Series A Preferred Stock ranks, with respect to dividends and distributions on liquidation, winding up and dissolution,
senior to our Common Stock and any other class or series of our stock now existing or hereafter established, the terms of which do not
expressly provide that it ranks on a parity with or senior to the Series A Preferred Stock as to dividend rights and rights on liquidation,
winding-up and dissolution of the Company. The Series A Preferred Stock ranks pari passu with our class of Series B Preferred Stock,
although no shares of Series B Preferred Stock are currently outstanding.
As more fully discussed herein, after the Mandatory Conversion Date, the Series A Preferred Stock will pay dividends at the same rate
as the Common Stock and will have no preferences or priorities over the Common Stock.
Voting Rights. The Series A Holders will not have any voting rights other than as required by law, except that the approval of Series A
Holders holding at least 662/3% of the Series A Preferred Stock, voting as a separate class, will be required with respect to certain
matters, including (A) the authorization, creation or increase of authorized amount of any class or series of senior equity securities;
(B) amendments to the Articles of Incorporation that adversely affect the rights, preferences, privileges or voting powers of the Series A
Preferred Stock; and (C) any consummation of a binding share exchange or reclassification involving the shares of Series A Preferred
Stock, or, in certain instances, of a merger or consolidation of the Company with another corporation or other entity.
Liquidation. In the event of any liquidation, dissolution or winding up of the affairs of the Company, whether voluntary or involuntary,
prior to the Mandatory Conversion Date, each holder of shares of Series A Preferred Stock will be entitled to receive for each share of
Series A Preferred Stock, out of the assets of the Company or proceeds thereof available for distribution to Company shareholders
(subject to the rights of any creditors), payment in an amount equal to the sum of $1,000 per share (or the then-current liquidation
amount), plus any declared but unpaid dividends on such share of Series A Preferred Stock. This payment will be made before any
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distribution of such assets or proceeds is made to or set aside for the holders of Common Stock and any other junior securities of the
Company. If our assets or the proceeds thereof available for distribution among the Series A Holders and the holders of shares of all of
our other capital stock ranking pari passu with the Series A Preferred Stock are insufficient to pay in full the liquidation preference and
liquidation payments on all such other parity securities, then all of the assets available, or the proceeds thereof, after payment of any
senior securities, will be distributed among the Series A Holders and the holders of the parity securities ratably. A merger, consolidation
or sale of all or substantially all of our property or business is not a liquidation, including upon dissolution, under the Series A
Designation.
Following the Mandatory Conversion Date, the outstanding shares of Series A Preferred Stock will have a liquidation preference of zero
and will have the same priority as the Common Stock and the holders of Series A Preferred Stock will participate on a pari passu basis
with the holders of Common Stock in any liquidation, dissolution or winding up of the affairs of the Company based upon the number
of shares of Common Stock into which shares of Series A Preferred Stock are then convertible.
Redemption. The Series A Preferred Stock is not redeemable by the Company.
Anti-dilution Provisions. The conversion price of the Series A Preferred Stock is subject to customary anti-dilution adjustments,
including in connection with stock dividends or distributions in shares of the Common Stock or subdivisions, splits and combinations of
the Common Stock.
Purchase Agreements
The following is a summary of the material terms of the Stock Purchase Agreement, Subscription Agreements and the Exchange
Agreement and is qualified in its entirety by reference to the forms of Stock Purchase Agreement, Subscription Agreement and the
Exchange Agreement attached as Appendix C, Appendix D and Appendix E to this Proxy Statement, respectively, which are
incorporated by reference herein. You should read the forms of Stock Purchase Agreement, Subscription Agreement and the Exchange
Agreement in their entirety because they, and not this Proxy Statement, are the legal documents that govern the issuance of the Series A
Preferred Stock.
Stock Purchase Agreement
Purchase and Sale of Stock. Pursuant to the Stock Purchase Agreement, we agreed to issue and sell 50,000 shares of Series A Preferred
Stock to the SPA Investors at a purchase price of $1,000 per share. The 50,000 shares included the shares of Series A Preferred Stock
issued in the Exchange and under the Subscriptions.
Representations and Warranties. We made customary representations and warranties to the SPA Investors relating to the Company, our
business and our capital stock, including with respect to the shares of Series A Preferred Stock issued to the SPA Investors pursuant to
the Stock Purchase Agreement. The representations and warranties in the Stock Purchase Agreement were negotiated and made solely
for purposes of the Stock Purchase Agreement and are subject to qualifications and limitations agreed to by the respective parties to the
Stock Purchase Agreement.
Agreement to Seek Shareholder Approval. We agreed to call and hold the Special Meeting, as promptly as practicable, and to
unanimously recommend and seek shareholder approval of Proposals 1 through 4 described herein. In addition, we agreed to prepare
and file this Proxy Statement with the SEC.
Support Agreements. Each executive officer and director of the Company was required to deliver a support agreement to the Company
agreeing, and granting to the Company an irrevocable proxy coupled with an interest, to vote all of their shares of Common Stock in
favor of Proposals 1 through 4 described herein.
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Change of Control Waivers. Each director and executive officer of the Company, and certain officers of the Bank, were required to
deliver to the Company a Waiver and Acknowledgement Agreement waiving all rights, if any, he or she might otherwise have to any
change of control benefits in connection with the Private Placement, the Conversion and related transactions.
Registration Rights. We have agreed that, within 45 days after the closing of the Private Placement, we will prepare and file a shelf
registration statement with the SEC covering the resale of the Series A Preferred Stock issued under the Stock Purchase Agreement and
the new shares of Common Stock and Nonvoting Common Stock issuable upon Conversion of such Series A Preferred Stock.
Transfer Restrictions. The Series A Preferred Stock may be disposed of only pursuant to an effective registration statement under, and in
compliance with the requirements of, the Securities Act, or pursuant to an available exemption from, or in a transaction not subject to,
the registration requirements of the Securities Act, and in compliance with any applicable state, federal or foreign securities laws and
other regulatory requirements.
Other Covenants. We agreed to a number of customary covenants, including covenants with respect to the listing on NASDAQ of the
new shares of Common Stock to be issued upon Conversion of the Series A Preferred Stock.
Indemnity. We have agreed to customary indemnification provisions for the benefit of each SPA Investor relating to breaches of
representations, warranties and covenants in the Stock Purchase Agreement and in connection with the sale of the Series A Preferred
Stock.
Investor Fee. We agreed to pay fees totaling $714,000 to SPA Investors advised or managed by two current shareholders of the
Company, in respect of their new investments.
Expenses. Each party to the Stock Purchase Agreement will bear and pay its own costs and expenses in connection with the transactions
contemplated by the Stock Purchase Agreement, except that we agreed to reimburse CapGen for all expenses incurred by CapGen, up to
$750,000, in connection with its due diligence, pre-offering activities, the Private Placement, the Conversion and related transactions,
and except in connection with the indemnities described above.
Subscription Agreements
The Company agreed to sell an aggregate of 2,265 shares of Series A Preferred Stock, for a purchase price of $1,000 per share, to
certain of its directors, executive officers and other related parties, all of whom were accredited investors, through individual
Subscription Agreements. The consideration for the shares of Series A Preferred Stock sold under the Subscription Agreements
consisted of an aggregate of $465,000 in cash and $1.8 million in the cancellation of outstanding debt under the Companys revolving
loan agreements held by such Subscribers or their related interests. The Subscription Agreements contained customary representations
and warranties expected for investors in a private placement. The Company has agreed to register for resale the shares of Series A
Preferred Stock issued pursuant to the Subscription Agreements at the same time it registers for resale the shares held by the Series A
Holders.
Exchange Agreement
Under the Exchange Agreement, the Company agreed to exchange, simultaneously with the closing of the Private Placement, CapGens
5,000 outstanding shares of Series B Preferred Stock for shares of Series A Preferred Stock on a one-for-one basis, unless such shares of
Series B Preferred Stock were first redeemed by the Company. The shares of Series A Preferred Stock CapGen acquired in the
Exchange reduced CapGens obligations for purchase of Series A Preferred Stock under the Stock Purchase Agreement. The shares of
Series B Preferred Stock were issued to CapGen on September 27, 2012 as part of a $5 million bridge financing for the Company.
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Fairness Opinion of Companys Financial Advisor
The fairness opinion of the Companys financial advisor, Hovde Securities, LLC, is described below. The description contains
projections, estimates and other forward-looking statements about the future earnings or other measures of the future performance of
the Company. The projections were based on numerous variables and assumptions, which are inherently uncertain, including factors
related to general economic and competitive conditions. Accordingly, actual results could vary significantly from those set forth in the
projections. You should not rely on any of these statements as having been made or adopted by the Company. You should review the
copy of the Fairness Opinion, which is attached as Appendix F.
Hovde Securities, LLC (Hovde) is a nationally recognized investment banking firm with substantial expertise in transactions similar
to the Private Placement. As part of its investment banking business, Hovde is engaged in the valuation of financial businesses and their
securities in connection with, among other things, mergers, acquisitions, private placements, and corporate and other purposes.
On December 19, 2012, Hovde rendered its written opinion to the Board that, as of the date of Hovdes written opinion and based upon
and subject to the assumptions, considerations, qualifications and limitations set forth in the written opinion, the initial Conversion Price
of $0.50 per share (as provided for in the Series A Designation schedule to the Stock Purchase Agreement) was fair to the shareholders
of the Company (in their capacity as existing shareholders and not as prospective purchasers in the Private Placement), from a financial
point of view.
The full text of Hovdes written opinion dated December 19, 2012, which sets forth the assumptions made, matters considered and
limitations of the review undertaken, is attached as Appendix F to this Proxy Statement and is incorporated herein by reference. Holders
of the Common Stock are urged to read this opinion carefully and in its entirety in connection with this proxy statement. The summary
of the opinion of Hovde set forth in this Proxy Statement is qualified in its entirety by reference to the full text of such opinion.
Hovdes opinion is directed to the Board and addresses only the fairness, from a financial point of view, of the Conversion Price to the
Companys shareholders (in their capacity as existing shareholders and not as prospective purchasers in the Private Placement). It does
not address the underlying business decision to proceed with the Private Placement and does not constitute a recommendation to any
Company shareholder as to how the shareholder should vote at the Special Meeting with respect to the issuance of the Common Stock
and Nonvoting Common Stock upon the conversion of the Series A Preferred Stock issued in the Private Placement or any related or
other matters. Hovdes opinion does not compare the relative merits of the Private Placement with any other alternative transaction or
business strategy which may have been available to the Company.
During the course of its engagement, and as a basis for arriving at its opinion, Hovde reviewed and analyzed material bearing upon the
financial and operating conditions of the Company, and material prepared in connection with the Private Placement, including, among
other things, the following:
(i)

Reviewed a draft of the Stock Purchase Agreement, as provided to Hovde by the Company;

(ii)

Reviewed certain audited financial statements of the Company as of and for the two years ending December 31, 2011 and
the unaudited consolidated financial statements of the Company for the three- and nine-month periods ended
September 30, 2012;

(iii)

Reviewed certain historical publicly available business and financial information concerning the Company for periods up
to and including September 30, 2012;

(iv)

Reviewed certain non-publicly available information concerning the Company including, without limitation, a third party
loan review, internal financial analyses and forecasts prepared by its management and held discussions with senior
management regarding recent developments and regulatory matters;

(v)

Reviewed certain internal financial statements and other financial and operating data concerning the Company;
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(vi)

Analyzed financial projections prepared by certain members of the Companys senior management;

(vii)

Discussed with certain members of the Companys senior management the Companys business, financial condition,
results of operations and future prospects, as well as the history and past and current operations of the Company, the
Companys historical financial performance and the Companys outlook and future prospects, including estimates by the
Companys management as to the Companys liquidity and ability to continue as a going concern, as well as certain
analyses prepared by the Companys management with respect to the Companys capital adequacy;

(viii) Reviewed the terms of certain recent capital raising and private placement transactions, to the extent publicly available,
involving financial institutions and financial institution holding companies that Hovde considered relevant;
(ix)

Assumed that the Companys projected sale of certain classified assets, other loans and other real estate owned with a
current book value of up to approximately $25.1 million will close immediately prior to the closing of the Private
Placement, and the proceeds to the Company resulting therefrom will be approximately $12.0 million;

(x)

Assessed the general economic, market, and financial conditions;

(xi)

Took into consideration our experience in other similar transactions and securities valuations as well as our knowledge of
the financial services and banking industry;

(xii)

Reviewed managements estimates of the pro forma impact of the Private Placement and asset sales on the Companys
earnings per share, capitalization, and financial and regulatory capital ratios;

(xiii) Reviewed and analyzed certain publicly available financial and stock market data relating to selected public companies
that Hovde deemed relevant to its analysis;
(xiv) Discussed with Company management their assessment of the rationale for the Private Placement and sales of assets; and
(xv)

Conducted such other studies, analyses, and investigations and considered such other factors as Hovde deemed
appropriate.

In conducting its review and arriving at its opinion, Hovde assumed, without independent verification: the Company will sell to
investors in the Private Placement $50 million of Series A Preferred Stock, including $5 million of such stock in exchange for the
Companys outstanding Series B Preferred Stock; that all of the financial and other information provided to or otherwise made available
to Hovde or that was discussed with, or reviewed by or for Hovde, or that was publicly available was accurate and complete; that the
financial forecasts, including the projections regarding nonperforming assets, loan loss reserves and net charge-offs, have been
reasonably prepared by the Company on a basis reflecting the best currently available information and the Companys judgments and
estimates; that such forecasts would be realized in the amounts and at the times contemplated thereby; that the final Stock Purchase
Agreement would not differ materially from the draft Hovde reviewed; that the Private Placement will be consummated in compliance
with applicable laws and substantially on the terms and conditions described in the Stock Purchase Agreement; and that required
regulatory approvals will be obtained without the imposition of materially burdensome conditions. Hovde did not assume any
responsibility to verify such information or assumptions independently.
Hovde is not an expert in the evaluation of loan and lease portfolios for purposes of assessing the adequacy of the allowances for loan
losses with respect thereto. Hovde was not retained to, and did not conduct, a physical inspection of any of the properties or facilities of
the Company or review individual credit files or make an independent evaluation or appraisal of the assets and liabilities of the
Company.
Hovde also had been informed by the Companys management that the business and prospects of the Company have been severely and
negatively affected by, among other things, the continuing recession and declines in real estate values, and that the Company might be
unable to continue operating as a going concern unless it is able to
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increase its capital and liquidity. Hovdes opinion provides no assurance or guarantee that the Company will be able to avoid such
negative consequences even if the Private Placement and/or any related transactions are consummated. Hovde assumed that if the
Companys banking assets were taken over by the United States federal banking regulators and the Companys non-banking assets
were liquidated under applicable bankruptcy laws, the Companys common equity holders would likely receive no material value.
The Company and Hovde entered into an engagement agreement dated June 7, 2012 relating to the financial advisory services to be
provided by Hovde pursuant to the terms of an engagement agreement. Pursuant to the terms of the engagement, Hovde will receive a
fee of $100,000 upon the delivery of its opinion, none of which was contingent upon consummation of the Private Placement. The
Company has also agreed to reimburse Hovde for its reasonable fees and expenses and indemnify Hovde for certain liabilities arising
out of Hovdes engagement. Hovde did not receive any other significant payment or compensation contingent upon the successful
consummation of the Private Placement. There are no material relationships that existed during the two years prior to the date of
Hovdes opinion or that are mutually understood to be contemplated in which any compensation was received or is intended to be
received as a result of the relationship between Hovde and the Company. Hovde may seek to provide investment banking services to the
Company or its affiliates in the future, for which Hovde would seek customary compensation. In the ordinary course of business, Hovde
may trade the Companys securities for its own account and for the accounts of its customers and, accordingly, may at any time hold a
long or short position in such securities.
Hovde is not a legal, tax, regulatory or bankruptcy advisor. Hovde did not consider any potential legislative or regulatory changes
currently being considered by the United States Congress, the various federal banking agencies, the SEC, or any other regulatory bodies,
or any changes in accounting methods or generally accepted accounting principles that may be adopted by the SEC or the Financial
Accounting Standards Board, or any changes in regulatory accounting principles that may be adopted by any or all of the federal
banking agencies. Hovdes opinion was not a solvency opinion and did not in any way address the solvency or financial condition of
the Company.
Hovdes opinion does not consider, include or address: (i) any other strategic alternatives; (ii) the legal, tax or accounting consequences
of the Private Placement; (iii) the fairness of the amount or nature of any compensation to any of the Companys officers, directors or
employees, or class of such persons in connection with the Private Placement; (iv) the likelihood of completing the Private Placement;
or (v) the prices, trading range or volume at which the Companys securities will trade following public announcement or
consummation of the Private Placement or any aspect thereof.
Hovdes opinion was necessarily based on financial, economic, market, and other conditions and circumstances as they existed on, and
on the information made available to Hovde as of, the date of its opinion. Hovde has no obligation to update or reaffirm its opinion at
any time.
In connection with rendering its opinion, Hovde performed a variety of financial analyses that are summarized below. Such summary
does not purport to be a complete description of such analyses. Hovde believes that its analyses and the summary set forth herein must
be considered as a whole and that selecting portions of such analyses and the factors considered therein, without considering all factors
and analyses, could create an incomplete view of the analyses and processes underlying its opinion. The preparation of a fairness
opinion is a complex process involving subjective judgments and is not necessarily susceptible to partial analysis or summary
description. In arriving at its opinion, Hovde considered the results of all of its analyses as a whole and did not attribute any particular
weight to any analyses or factors considered by it. The range of valuations resulting from any particular analysis described below should
not be taken to be Hovdes view of the actual value of the Company. In its analyses, Hovde made numerous assumptions with respect to
industry performance, general business and economic conditions, and other matters, many of which are beyond the control of the
Company. Any estimates contained in Hovdes analyses are not necessarily indicative of actual future values or results, which may be
significantly more or less favorable than suggested by such estimates and analyses. No company or transaction utilized in Hovdes
analyses was identical to the Company or the Private Placement. Accordingly, an analysis of the results described
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below is not mathematical; rather, it involves complex considerations and judgments concerning differences in regulatory, financial and
operating characteristics of the companies and other facts that could affect the value of the companies to which they are being
compared. None of the analyses performed by Hovde was assigned a greater significance by Hovde than any other, nor does the order of
analyses described represent relative importance or weight given to those analyses by Hovde. The analyses described below do not
purport to be indicative of actual future results, or to reflect the prices at which the Common Stock or any other class of the Companys
securities may trade in the public markets, which may vary depending upon various factors, including changes in interest rates, dividend
rates, market conditions, economic conditions, regulatory standing and other factors that influence the price of securities. Accordingly,
these analyses and estimates are inherently subject to substantial uncertainty. Hovdes opinion does not address the relative merits of the
Private Placement as compared to any other capital offering or transaction in which the Company might engage. In addition, the Hovde
opinion was among several factors taken into consideration by the Companys Board of Directors in making its determination to
approve the Private Placement, the Conversion Price and the Stock Purchase Agreement. Consequently, the analyses described below
should not be viewed as solely determinative of the decision of the Board or Company management with respect to the fairness of the
Conversion Price.
In accordance with customary investment banking practice, Hovde employed generally accepted valuation methods in reaching its
opinion. The following is a summary of the material financial analyses that Hovde used in providing its opinion. The summary is not a
complete description of the analyses underlying the Hovde opinion or the presentation made by Hovde to the Company board, but
summarizes the material analyses performed and presented in connection with such opinion. The preparation of a fairness opinion is a
complex analytic process involving various determinations as to the most appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances. Therefore, a fairness opinion is not readily susceptible to partial analysis or
summary description. In arriving at its opinion, Hovde did not attribute any particular weight to any analysis or factor that it considered,
but rather made qualitative judgments as to the significance and relevance of each analysis and factor. Some of the summaries of
financial analyses are presented in tabular format. In order to understand the financial analyses used by Hovde more fully, you should
read the tables together with the text of each summary. The tables alone do not constitute a complete description of Hovdes financial
analyses, including the methodologies and assumptions underlying the analyses, and if viewed in isolation could create a misleading or
incomplete view of the financial analyses performed by Hovde. The summary data set forth below do not represent and should not be
viewed by anyone as constituting conclusions reached by Hovde with respect to any of the analyses performed by it in connection with
its opinion. Rather, Hovde made its determination as to the fairness of the Conversion Price to the shareholders of the Company (in their
capacity as existing shareholders and not as prospective purchasers in the Private Placement), from a financial point of view, on the
basis of its experience and professional judgment after considering the results of all of the analyses performed and taking into
consideration regulatory and other nonfinancial factors. Accordingly, the data included in the summary tables should be considered as a
whole and in the context of the full narrative description of all of the financial analyses set forth in the following pages, including the
assumptions underlying these analyses.
Income Approach. Hovde used a future earnings analysis and two variations of discounted cash flow (DCF) analyses to determine
the fair market value (FMV) for the Common Stock under the Income Approach. The models analyze the investment by a
hypothetical investor in the Company today and a hypothetical investor who has certain expectations of the returns or benefits that the
investment will yield over a reasonable investment period (in these analyses Hovde assumed 4.25 years from September 30, 2012
through December 31, 2016, and a terminal value is calculated off of an additional year of growth in 2017), given the cost of the capital
required to make the investment. The investor is also assumed to have a reasonable basis for estimating the value at the end of the
investment period (i.e., the terminal value).
Hovde estimated the present value of the Company based on the value of the Companys projected future earnings stream beginning in
2012. Hovde assumed net income performed according to managements projections. The present value of these earnings was
calculated based on a range of discount rates between 15.0%
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and 25.0%. In order to derive the terminal value of the Company beyond 2016, Hovde assumed a terminal value based on a perpetuity
growth rate of 3%, a tangible book value multiple of 1.9x applied to pro forma tangible book value in 2016 (based on average
acquisition multiple of banks & thrifts since 1985), and a multiple of 20x applied to last twelve month earnings in 2016 (based on
average acquisition multiple of banks & thrifts since 1985). The present value of this terminal amount was then calculated based on the
range of discount rates mentioned above. These rates and values were chosen to reflect different assumptions regarding the required
rates of return of holders or prospective buyers of the Common Stock. These analyses and their underlying assumptions yielded a range
of values for the per share value of the Common Stock detailed in the table below:

3% Perpetuity Method
1.9x 2016 Tangible Book
20.0x 2016 Earnings

15% Discount Rate

20% Discount Rate

25% Discount Rate

$ 0.30
$ 0.85
$ 0.87

$ 0.13
$ 0.70
$ 0.72

$ 0.03
$ 0.58
$ 0.60

Given the Companys large losses over the past two years, anticipated losses for the full year of 2012, as projected by management, and
possible negative capital position as estimated by management at the holding company within the next two years (assuming the
Company does not complete a significant capital infusion and/or asset sale), the results yielded by this approach would not be
meaningful on a standalone basis. As such, Hovde assumed the Private Placement (with a Conversion Price of $0.50) and asset sales
were realized (consistent with the Companys internal projections) to determine a per share valuation. A discounted cash flow analysis
was included because it is a widely used valuation methodology, but the results of such methodology are highly dependent upon the
numerous assumptions that must be made, including earnings growth rates, dividend payout rates and discount rates. Additionally, the
Companys future cash flows are dependent on the Private Placement and asset sales being completed at their projected levels in order
to maintain the minimum specified capital level necessary to allow the Company to continue operating as a going concern. It is
uncertain whether, absent the Private Placement, an adequate source of capital would be found. Without additional capital, dividends for
the projection period would be highly unlikely, and Hovde assumed no dividends would be paid to shareholders through 2016.
Comparison of Recapitalization Transactions. Using publicly available information, Hovde reviewed the following recapitalization
transactions announced since April 2010: Sterling Financial Corporation (closed 8/26/10); Hampton Roads Bankshares, Inc. (closed
9/30/10); Palmetto Bancshares, Inc. (closed 1/28/11); First Federal Bancshares of Arkansas, Inc. (closed 5/3/11); First Capital Bancorp,
Inc. (closed 5/11/12); and Hampton Roads Bankshares, Inc. (closed 06/27/12). No company or transaction utilized in this analysis is
identical to the Company or the Private Placement. The following table sets forth certain financial metrics derived from these
transactions:
Ratios

Pro Forma Ownership of New Investors
Price To Book Value
Price To Tangible Book Value
Premium / (Discount) to Current Market Price

JAXB

Median

Average

94.0 %
21.7 %
24.1 %
(55.6%)

80.74 %
17.54 %
17.60 %
(80.88%)

72.80 %
14.12 %
14.28 %
(76.35%)
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Analysis of Selected Failed Bank Transactions. Hovde analyzed certain information relating to the 295 U.S. banks and thrift failures
announced between January 1, 2007 and September 30, 2012, with assets at the time of failure between $100 million and $3 billion.
This analysis displayed a range of asset quality and regulatory capital ratio characteristics of bank and thrift failures as a comparison to
the Companys ratios at September 30, 2012. Hovde observed the following ratios and values among the selected transactions:
Selected Transaction Values

JAXB
Ratios

Total Deposits ($M)
Total Assets ($M)
NPA + Loans 90PD / Tg. Equity + LLR
NPA + Loans 90PD / Assets
Tang. Equity / Tang. Assets
Leverage Ratio
Total Risk Based Ratio
Tier 1 Risk Based Ratio
LTM ROAA (%)
LTM ROAE (%)

9/30/12

$493.2
$552.2
139.61 %
7.66 %
2.21 %
2.60 %
6.28 %
3.33 %
(8.28 )
(142.72)

Minimum

$85.1
$100.6
(278.91%)
0.00 %
(10.90 %)
(9.79 %)
(124.33%)
(124.33%)
(23.79 %)
(767.47%)

Median

$256.8
$278.9
402.70 %
19.36 %
1.74 %
1.58 %
2.94 %
1.67 %
(5.61 %)
(133.21%)

Average

$424.8
$479.1
618.90%
20.35 %
2.11 %
1.94 %
1.82 %
0.90 %
6.34 %
150.08%

Maximum

$2,736.2
$2,977.3
28,090.67%
48.89
%
10.04
%
11.11
%
15.16
%
14.00
%
1.42
%
15.95
%

Mark-to-Market Analysis: As part of its analysis, Hovde analyzed individual balance sheet line items and adjustments were made to
determine an adjusted tangible equity value for the Company. For its analysis, Hovde used the Mark-to-Market Asset Approach and the
Adjusted Shareholders Equity Approach. The Mark-to-Market approach examines the equity value of the Company and applies
premiums or discounts to the balance sheet line items based upon the current estimated market value of the assets or liabilities. This
approach takes into account the hypothetical value a buyer would assign to each balance sheet line item to determine what the adjusted
tangible equity value would be to a potential buyer. The value to common equity was adjusted to reflect an estimated range of values for
premiums paid to retire existing borrowings including deposit premiums, and mark-to-market adjustments on the loan portfolio based
on the Companys external loan review dated May 17, 2012, which was furnished to Hovde by the Company. Utilizing the Base Case,
Downside Case, and Upside Case assumptions contained in the external loan review report furnished by the Company to Hovde, this
analysis and its underlying assumptions yielded a range of values of the Common Stock of -$4.47 per share (utilizing the downside case
of the external loan review report) to $0.38 per share (utilizing the upside case of the external loan review report) with a midpoint of $1.92 (utilizing the base case of the external loan review report). Hovde noted the extreme uncertainty in ascertaining the secondary
market values for classified credits, and higher risk commercial real estate and construction and development performing loans.
Pro Forma Effect of the Investment. Hovde reviewed certain financial information in order to determine the pro forma impact of the
Private Placement on the Companys regulatory capital ratios for the period ended September 30, 2012. Based on this analysis, the
Banks regulatory capital ratios will be above well capitalized minimums and the minimums required by the Companys regulators.
As described above, Hovdes opinion was among the many factors taken into consideration by the Board in making its determination to
approve the Private Placement and the Conversion Price.
Other Factors and Analyses. Hovde took into consideration various other factors and analyses, including but not limited to: current
market environment; merger and acquisition environment; capital raising environment; movements in the common stock valuations of
selected publicly traded banking companies; and movements in the S&P 500 Index and the NASDAQ Composite Index.
Conclusion. Based upon the foregoing analyses and other investigations and assumptions set forth in its opinion, without giving
specific weightings to any one factor or comparison, Hovde determined that the Conversion Price in connection with the Private
Placement is fair from a financial point of view to the shareholders of the Company (in
25

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
their capacity as existing shareholders and not as prospective purchasers in the Private Placement). Each shareholder is encouraged to
read Hovdes fairness opinion in its entirety. The full text of this fairness opinion is included as Appendix F to this Proxy
Statement.
Potential Consequences if Proposal 2 is Approved
Conversion of Series A Preferred Stock into Common Stock. Upon receipt of shareholder approvals of Proposals 1a, 1b and 2, each share
of Series A Preferred Stock will be automatically converted into 2,000 shares of Common Stock and/or Nonvoting Common Stock
(subject to adjustment, as described herein), which is equal to the $1,000 per share liquidation amount of the Series A Preferred Stock
divided by the conversion price, initially $0.50 per share.
Dilution. The outstanding shares of Series A Preferred Stock will be converted into approximately 100 million shares of Common Stock
and/or Nonvoting Common Stock. As a result, we expect there to be a significant dilutive effect on both the earnings per share of our
Common Stock and the book value per share of our Common Stock. In addition, our existing holders of Common Stock (other than any
shareholder who exercised its contractual preemptive rights for the Private Placement) will incur substantial dilution of their voting
power and will own a smaller percentage of our outstanding capital stock.
Rights of Investors. If shareholder approvals are received, (i) the rights and privileges associated with the new shares of Common Stock
issued upon Conversion of the Series A Preferred Stock will be identical to the rights and privileges associated with the Common Stock
held by our existing common shareholders, including voting rights, and (ii) the rights and privileges associated with the new shares of
Nonvoting Common Stock issued upon Conversion of the Series A Preferred Stock will be identical to the rights and privileges
associated with the Common Stock held by our existing common shareholders, except that the holders of the Nonvoting Common Stock
will not be entitled to vote in respect of such shares except as required by the Florida Business Corporation Act.
Elimination of Dividend and Liquidation Rights of Holders of Series A Preferred Stock. Approval of Proposal 2, along with Proposal 1a,
will result in the elimination of the dividend rights and liquidation preference existing in favor of the Series A Preferred Stock. For more
information regarding such dividend rights and liquidation preference, see Material Terms of Series A Preferred Stock in this Proxy
Statement.
Improved Balance Sheet and Regulatory Capital Level. We received aggregate gross proceeds of approximately $48.2 million from the
Private Placement, which strengthened our balance sheet and regulatory capital levels. Upon Conversion of the Series A Preferred Stock
into Common Stock and Nonvoting Common Stock, our tangible common equity will be further strengthened.
Market Effects. Despite the existence of certain restrictions on transfer, the issuance of shares of our Common Stock and Nonvoting
Common Stock upon Conversion of the Series A Preferred Stock could affect trading patterns and adversely affect the market price of
our Common Stock. If significant quantities of our Common Stock are issued upon Conversion of the Series A Preferred Stock and are
sold (or if it is perceived that they may be sold) into the public market, the trading price of our Common Stock could be adversely
affected, although we cannot predict whether these effects will occur, or their magnitude.
Potential Consequences if Proposal 2 is Not Approved
Series A Preferred Stock Remains Outstanding. Unless shareholder approval of Proposal 2 is received or unless our shareholders
approve a similar proposal at a subsequent meeting, the Series A Preferred Stock will remain outstanding in accordance with its terms.
Reduction of the Conversion Price. The initial conversion price for each share of Series A Preferred Stock, which is $0.50 per share,
will be decreased by 10% if shareholder approval of Proposals 1a, 1b and 2 have not been obtained within 50 days of the closing date of
the Private Placement. As a result, if shareholders approve the
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Conversion at a later date that is not within the 50-day period, the Conversion will result in the issuance of an additional approximately
11,111,111 shares of Common Stock and/or Nonvoting Common Stock.
Continuing Dividend Payments. Until shareholders have approved Proposals 1a and 2, we will be required to pay substantial dividends
on the Series A Preferred Stock, on a noncumulative basis, when, as and if declared by the Board, at the rate per annum of 5% per share
on the liquidation amount.
Restriction on Payment of Dividends. For as long as the Series A Preferred Stock remains outstanding, if dividends payable on all
outstanding shares of the Series A Preferred Stock have not been declared and paid, or declared and funds set aside therefor, we will not
be permitted to declare or pay dividends with respect to, or redeem, purchase, or acquire any of our junior or parity securities.
Liquidation Preference. Until shareholders have approved Proposals 1a and 2, the Series A Preferred Stock will retain a senior
liquidation preference over shares of our Common Stock in connection with any liquidation of the Company and, accordingly, no
payments will be made to holders of our Common Stock upon any liquidation of the Company unless the full liquidation preference on
the Series A Preferred Stock is paid.
Vote Required
Provided that a quorum is present, Proposal 2 will be approved if a majority of the votes cast on the proposal vote in favor of the
proposal; provided, however, that shareholder approval of Proposal 2 is conditioned upon shareholder approval of Proposal 1a.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THIS PROPOSAL 2.
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PROPOSAL 3: AMENDMENT TO STOCK INCENTIVE PLAN
Proposal 3 contemplates an amendment to the Stock Incentive Plan to (i) increase the number of shares of Common Stock available for
issuance from 180,000 to 7 million and (ii) eliminate certain minimum vesting conditions for awards of restricted stock and restricted
stock units (the Incentive Plan Amendment). The proposed amendment is attached to this Proxy Statement as Appendix G. The
Incentive Plan Amendment was approved by the Board subject to shareholder approval, and will become effective upon approval by the
shareholders.
The purposes of the proposed Incentive Plan Amendment are to increase the number of shares of Common Stock available for award
grants to approximately 7% of the shares of Common Stock and Nonvoting Common Stock issued in the Conversion, and to provide the
Board with more flexibility in determining the vesting of awards granted to particular employees of the Company under the Stock
Incentive Plan. The Board believes that the proposed Incentive Plan Amendment provides better flexibility in the administration of the
Stock Incentive Plan.
The Stock Incentive Plan currently has 73,699 shares of Common Stock remaining available for issuance (which takes into account
shares issued under past awards and shares reserved for issuance under current awards). Recently, the Company agreed to issue the
Contemplated Equity Awards under the Stock Incentive Plan to two of its executive officers, Stephen C. Green and Margaret A.
Incandela, upon the Companys completion of a recapitalization involving the sale of at least $50 million in Common Stock or
preferred stock convertible into Common Stock, such as the Private Placement, subject to the receipt of applicable regulatory and
shareholder approvals. Accordingly, upon the approval of this Proposal 3, and subject to the further action of the Committee or the
Board, as applicable, the Contemplated Equity Awards will be issued to each of Mr. Green and Ms. Incandela, as described below.
Under Mr. Greens executive employment agreement with the Company and the Bank dated July 30, 2012, as amended on
December 31, 2012, the Company agreed to issue to Mr. Green options to purchase shares of Common Stock in an amount equal to 2%
of the aggregate number of shares issued in the recapitalization, or 2 million shares of Common Stock (based on the size of the Private
Placement). Such an award of options will vest 40% upon issuance of the award, 20% on the first anniversary of the award and 40% on
the second anniversary of the award. Under Ms. Incandelas executive employment agreement with the Company and the Bank dated
September 5, 2012, the Company agreed to issue to Ms. Incandela awards equivalent to up to 1.5% of the aggregate number of shares
issued in the recapitalization, or 1.5 million shares of Common Stock (based on the size of the Private Placement) in the form of
restricted shares of Common Stock and/or options to purchase shares of Common Stock. Such an award will vest 20% upon issuance of
the award, and 40% upon each of the first and second anniversaries of the closing of the Private Placement. Due to the number of shares
subject to the Contemplated Equity Awards, the Company will not be able to grant the Contemplated Equity Awards unless this
Proposal 3 is approved by the shareholders.
Description of the Stock Incentive Plan
The following is a description of the material terms of the Stock Incentive Plan, as it is proposed to be amended. This description is
intended as a summary only and is qualified in its entirety by reference to the text of the Second Amendment to the Stock Incentive Plan
which is attached to this Proxy Statement as Appendix G, and the Stock Incentive Plan, as amended on April 27, 2010 and approved by
the Companys shareholders, which is attached to this Proxy Statement as Appendix H.
Administration. The Stock Incentive Plan will be administered by the compensation committee of the Board, or such other committee
comprised of members of the Board that the Board appoints (the Committee). If the compensation committee has not been designated
as the Committee, members of the Committee must be non-employee directors within the meaning of Section 16 of the Securities
Exchange Act of 1934, as amended, (the Exchange Act) and independent directors within the meaning of any applicable stock
exchange rule. In addition, to the extent that the Committee intends that an award granted under the Stock Incentive Plan constitute
performance-based compensation for purposes of Internal Revenue Code (the Code) section 162(m) (discussed below), members
of the Committee must be outside directors within the meaning of Code section 162(m).
28

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
Under the Stock Incentive Plan, the Committee has full authority to select the eligible individuals to whom awards will be granted, the
types of award to be granted, the number of shares to be subject to an award, the exercise price (in the case of a stock option) and other
terms and conditions of awards, to interpret the Stock Incentive Plan, and to prescribe, amend and rescind the rules and regulations
relating to the Stock Incentive Plan.
Term, Amendment and Termination. If not terminated sooner by the Board, the Stock Incentive Plan will terminate as of the close of
business on the date immediately preceding the tenth anniversary of the Stock Incentive Plans effective date, and no awards will be
granted after that date. Awards granted and outstanding as of the date the Stock Incentive Plan terminates will not be affected or
impaired by such termination.
The Board may amend, alter or discontinue the Stock Incentive Plan at any time. However, no amendment, alteration or discontinuation
of the Stock Incentive Plan may impair the rights of an award recipient with respect to awards previously granted without such
recipients consent (except that no consent is necessary for amendments made to cause the Stock Incentive Plan to qualify for the
exemption provided by Rule 16b-3 of the Exchange Act or for awards to qualify for the qualified performance-based compensation
exception under Code section 162(m), discussed below). In addition, no amendment may be made that would disqualify the Stock
Incentive Plan from the exemption provided by Rule 16b-3 of the Exchange Act or to extend the term of the Stock Incentive Plan. Also,
to the extent required by the Code or by the rules of NASDAQ, no change may be made to the Stock Incentive Plan that (i) increases the
total number of shares of Company stock reserved for issuance pursuant to awards granted under the Stock Incentive Plan (other than
changes to reflect changes in the Companys capital structure), (ii) materially modifies the requirements as to eligibility for
participation in the plan, (iii) materially increases the benefits accruing to participants under the plan, or (iv) expands the types of
awards provided for under the Stock Incentive Plan, unless such change is authorized by the Companys shareholders.
The Committee may amend the terms of any outstanding award, either prospectively or retroactively, except that an amendment that
would impair the rights of the award holder requires the holders consent (except that no consent is necessary for amendments made to
cause the Stock Incentive Plan to qualify for the exemption provided by Rule 16b-3 of the Exchange Act or for awards to qualify for the
qualified performance-based compensation exception under Code section 162(m), discussed below or to comply with Code
Section 409A).
No Modification of Stock Options or Stock Appreciation Rights. Except for adjustments for certain corporate events as described below,
the Stock Incentive Plan expressly prohibits the Committee from modifying stock options and stock appreciation rights (including
repricing stock options or stock appreciation rights once they are granted) without the prior approval of the shareholders of the
Company.
Shares Subject to the Stock Incentive Plan. The Stock Incentive Plan currently provides for up to 180,000 shares of Common Stock as
available for issuance. Subject to shareholder approval of the proposed amendment to the Stock Incentive Plan and the adjustments
described below, up to 7 million shares of the Common Stock, will be available for issuance for awards under the Stock Incentive
Plan. These shares will be authorized but unissued shares. Awards may only be granted on shares of the highest-value class of common
stock of the Company.
If an award granted under the Stock Incentive Plan expires, terminates, is cancelled, or lapses for any reason without the issuance of
shares of Common Stock, or if any shares of restricted stock awarded under the Stock Incentive Plan are forfeited, the shares covered by
such award or such restricted stock will again be available for awards under the Stock Incentive Plan. In addition, if an award recipient
tenders previously-acquired shares of the Common Stock to satisfy applicable withholding obligations with respect to an award, or if
shares of the Common Stock are withheld to satisfy applicable withholding obligations, such shares will again be available for further
awards under the Stock Incentive Plan. Also, if an award recipient tenders previously-acquired shares of Common Stock in payment of
the option price upon exercise of a stock option awarded under the Stock Incentive Plan, or if shares of Common Stock are withheld in
payment of the option price, the number of shares tendered or withheld will again be available for further awards under the Stock
Incentive Plan.
29
Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
The Common Stock is traded on the NASDAQ Stock Market. The last reported sales price of the Common Stock on January 8, 2013
was $1.10.
Subject to the prohibition on modification of stock options and stock appreciation rights after the date of grant as specified above, if
there is a change in the Common Stock of the Company through the declaration of stock dividends, or through recapitalization resulting
in stock split-ups, or combinations or exchanges of shares, or otherwise, the Stock Incentive Plan authorizes the Committee to make
appropriate adjustments in the number of shares authorized for grants, in the exercise prices of outstanding stock options, in the base
prices of stock appreciation rights, and in the limits described above on the number of shares available for grant to individuals per fiscal
year.
Eligibility and Types of Awards. The Stock Incentive Plan authorizes the grant of stock options, stock appreciation rights, restricted
stock, restricted stock units, and performance grants. Participation in the Stock Incentive Plan is open to employees of the Company and
its related companies as selected by the Committee. Directors who are not employees of the Company or of a subsidiary are not eligible
to receive grants under the Stock Incentive Plan. As of January 8, 2013, the Bank had approximately 102 employees, including four
executive officers of the Company or any subsidiary that were eligible to receive awards under the Stock Incentive Plan.
Stock Options. Employees of the Company and its related companies may be granted options to acquire the Common Stock under the
Stock Incentive Plan, either alone or in conjunction with other awards under the Stock Incentive Plan. Under the Stock Incentive Plan,
stock options may be either incentive stock options (ISOs) or nonqualified stock options. The exercise price of a stock option is
determined at the time of grant but may not be and may never become less than the fair market value per share of Common Stock on
date of grant. Fair market value is defined as the closing price per share of the Common Stock on the date of grant or, if the date of grant
is not a trading day, the most recent prior trading day. Additionally, the exercise price of an ISO that is granted to a 10 percent
shareholder may not be less than 110% of the fair market value per share of Common Stock on the date of grant. Stock options are
exercisable at the times and upon the conditions that the Committee may determine, as reflected in the applicable stock option
agreement. The exercise period of a stock option is determined by the Committee and may not exceed ten years from the date of grant.
The holder of a stock option may exercise the option in whole or in part at such times as specified by the Committee in the grant
agreement; provided that an ISO may be exercised no later than the earlier of (i) ten years from the date of grant (five years in the case
of a holder who is a 10 percent shareholder), (ii) three months following the participants retirement or termination from employment
for reasons other than for death or disability, or (iii) one year following the date of the Participants death or disability.
The exercise price of a stock option must be paid in full at the time of exercise and is payable in cash. However, if (and to the extent)
provided by the related grant agreement, the option exercise price may also be paid: (i) by the surrender of Common Stock already
owned by the optionee, (ii) by requesting the Company to withhold, from the number of shares of Common Stock otherwise issuable
upon exercise of the stock option, shares having an aggregate fair market value on the date of exercise equal to the exercise price, or
(iii) a combination of the foregoing, as provided by the award agreement. Additionally, if permitted by the Committee and allowable by
law, payment of the exercise price may be made through a broker-facilitated cashless exercise.
ISOs are exercisable only by the optionee during his or her lifetime and are not assignable or transferable other than by will or by the
application of the laws of inheritance. Nonqualified stock options may be assigned, but only to the extent specifically provided in grant
agreement.
For the purpose of complying with Code section 409A, the Stock Incentive Plan prohibits any modification to or extension of a
previously granted stock option if such modification or extension would result in the stock option being treated as deferred
compensation subject to Code section 409A. A modification for this purpose is generally any change to the terms of the stock option
(or the Stock Incentive Plan or applicable award agreement)
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that provides the holder with a direct or indirect decrease in the exercise price of the stock option. An extension generally means
either (i) the provision of an additional period of time within which to exercise the stock option; (ii) the substitution of the stock option
for a future right to compensation; or (iii) the inclusion of a deferral or renewal feature.
The following table sets forth the number of outstanding stock options held by the Companys current executive officers (as a group)
and all other Company employees who are not executive officers (as a group) as of January 8, 2013.
Executive Officers
Non-Executive Officer Employee Group

107,500 stock options
61,000 stock options

For more information regarding awards made or contemplated pursuant to the Stock Incentive Plan, please refer to the New Plan
Benefits section below.
Stock Appreciation Rights. A stock appreciation right (SAR) may be granted (i) to employees in conjunction with all or any part of an
option granted under the Stock Incentive Plan (a Tandem SAR), or (ii) without relationship to an option (a Freestanding
SAR). Tandem SARs must be granted at the time the related option is granted and is only exercisable at the time and to the extent that
such option is exercisable. The base price of a Tandem SAR must be and may never become less than the exercise price of the option to
which it relates. Upon the exercise of a Tandem SAR, the holder thereof is entitled to receive, in cash or Common Stock as provided in
the related award agreement, the excess of the fair market value of the share for which the right is exercised (calculated as of the
exercise date) over the exercise price per share of the related option. Stock options are no longer exercisable to the extent that a related
Tandem SAR has been exercised, and a Tandem SAR is no longer exercisable upon the forfeiture, termination or exercise of the related
stock option. A Freestanding SAR entitles the holder to a cash payment equal to the difference between the base price and the fair
market value of a share of Common Stock on the date of exercise. The base price must be equal to and may never become less than the
fair market value of a share of Common Stock on the date of the Freestanding SARs grant.
SARs may be sold or assigned, but only to the extent provided in the grant agreement.
For the purpose of complying with Code section 409A, the Stock Incentive Plan prohibits any modification or extension to a previously
granted SAR if such modification would result in the SAR being treated as deferred compensation subject to Code section 409A. The
terms modification and extension for this purpose generally have the same meanings as discussed above with respect to stock
options.
Restricted Stock. Employees of the Company and its subsidiaries may be granted restricted stock under the Stock Incentive Plan, either
alone or in combination with other awards. Restricted stock awards are shares of the Common Stock that are subject to forfeiture by the
recipient if the conditions to vesting that are set forth in the related restricted stock agreement are not met. Vesting may be based on the
continued service of the recipient, one or more performance goals (described below), or such other factors or criteria as the Committee
may determine.
Unless otherwise provided in the related restricted stock agreement, the grant of a restricted stock award will entitle the recipient to vote
the shares of Common Stock covered by such award and to receive the dividends thereon. Under the Stock Incentive Plan, dividends or
other distributions paid in shares of Company stock are subject to the same restrictions as the underlying shares of restricted stock from
which they are derived. Dividends or other distributions that are paid in cash are paid at the same time and under the same conditions as
such dividends or distributions are paid to shareholders of record of Company stock.
During the period that shares of stock are restricted, the recipient cannot sell, assign, transfer, pledge or otherwise encumber the shares
of restricted stock. If a recipients employment or service with the Company and its subsidiaries terminates, the recipient will forfeit all
rights to the unvested portion of the restricted stock award.
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Restricted stock awards are currently subject to a minimum vesting period of three years for service-based awards and one year for
performance-based awards. Under the proposed Incentive Plan Amendment, there will be no minimum vesting requirement for either
type of award. If adopted, the amendment will not affect any existing restricting stock awards.
Restricted Stock Units. Employees of the Company and its subsidiaries may be granted restricted stock units under the Stock Incentive
Plan, either alone or in combination with other awards. A restricted stock unit is a right to receive a share of Common Stock or the fair
market value in cash of a share of Common Stock in the future, under terms and conditions established by the Committee.
The applicable restricted stock units award agreement is required to specify the times or events on which restricted stock units will be
paid. These times or events generally include the applicable vesting date, the date of the participants termination of employment, or a
specified calendar date. Once specified in the award agreement, payment dates may not be accelerated for a participant for any reason,
except as specifically provided for in Code section 409A. At the time specified in the applicable award agreement, restricted stock units
will be settled by the delivery to the participant of shares of Common Stock equal in number to the number of the participants
restricted stock units that are vested as of the specified date or event (such as termination of employment), or cash equal to the fair
market value of such shares. Payment to any specified employee (as defined in the Stock Incentive Plan) upon certain types of
termination of employment, including a specified employees retirement, is required to be delayed for six months in order to comply
with Code section 409A.
Prior to an actual delivery of shares of Common Stock in settlement of a restricted stock units grant, a participant acquires no rights of a
shareholder. Restricted stock units may not be sold, assigned, transferred or pledged or otherwise encumbered, but a participant may
designate one or more beneficiaries to whom shares of Common Stock covered by a grant of restricted stock units will be transferred in
the event of the participants death.
The Committee may, in its discretion, provide in a restricted stock units award agreement that a participant will be entitled to receive
dividend equivalents with respect to his or her restricted stock units. Dividend equivalents may, in the discretion of the Committee, be
paid in cash or credited to the participant as additional restricted stock units, or any combination of cash and additional restricted stock
units. The amount that can be paid to a recipient as a dividend equivalent cannot exceed the amount that would be payable as a dividend
if the stock unit were actually a share of Common Stock. If credited to the participant as additional restricted stock units, the additional
restricted stock units will vest at the same time as the restricted stock units to which they relate. If credited to the participant as cash, the
dividend equivalents must be paid in the same calendar year in which the related dividends are paid to shareholders of the Company, or
by the 15th day of the third calendar month following the date on which the related dividends are paid, if later.
Restricted stock unit awards are currently subject to a minimum vesting period of three years for service-based awards and one year for
performance-based awards. Under the proposed Incentive Plan Amendment, there will be no minimum vesting requirement for either
type of award. If adopted, the amendment will not affect any existing restricting stock unit awards.
Performance grants. Officers and employees of the Company and its subsidiaries may be granted performance grants under the Stock
Incentive Plan, either alone or in combination with other Stock Incentive Plan awards. The aggregate maximum cash amount payable
under the Stock Incentive Plan in any single taxable year to any participant may not exceed $500,000.
For any performance grant, the Committee will establish (i) one or more performance goals, and (ii) a performance period. The
performance goals will be based on one or more performance criteria set forth in the Stock Incentive Plan and described below. At the
expiration of the performance period, the Committee will determine and certify the extent to which the performance goals were
achieved. The Committee will then determine the number of shares of Common Stock or the amount of cash to which a recipient of
performance grants under the grant is entitled, based upon the level of performance achieved and other terms and conditions of
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the grant. Performance grants will be settled by the delivery of shares of Common Stock or cash as soon as practicable after the close of
the performance period following the Committees determination, but in any event no later than two and one-half months after the end
of the year in which the applicable performance period has ended.
Payment to any specified employee (as defined in the Stock Incentive Plan) upon certain types of termination of employment, including
a specified employees retirement, may be required to be delayed for six months in order to comply with Code section 409A.
Prior to an actual delivery of shares of Common Stock in settlement of a performance grants grant, a recipient acquires no rights of a
shareholder. Performance grants may not be sold, assigned, transferred or pledged or otherwise encumbered, but a recipient may
designate one or more beneficiaries to whom shares of Common Stock covered by a grant of performance grants will be transferred in
the event of the recipients death.
Effective Date. The 2008 Amendment and Restatement of the Jacksonville Bancorp, Inc. 2006 Stock Incentive Plan was approved by
the Companys shareholders and became effective on April 29, 2008. The first amendment to the Stock Incentive Plan was approved by
the Companys shareholders and became effective on April 27, 2010. The new proposed amendment to the Stock Incentive Plan will
become effective if, and at the time, it receives approval by the Companys shareholders.
Certain Federal Income Tax Considerations
The following is a brief and general summary of the federal income tax consequences of transactions under the Stock Incentive Plan
based on federal income tax laws in effect on January 1, 2012. The summary does not purport to be complete, and does not address the
tax consequences of a participants death or the state, local and foreign tax laws that may also be applicable to awards and transactions
involving awards.
Stock Options. Stock options granted under the Stock Incentive Plan may be either Incentive Stock Options, as defined in Section 422
of the Code, or Nonstatutory Stock Options.
Incentive Stock Options. Incentive Stock Options granted under the Stock Incentive Plan will be subject to the applicable provisions of
the Code, including Code section 422. If shares of Common Stock are issued to an optionee upon the exercise of an ISO, and if no
disqualifying disposition of such shares is made by such optionee within one year after the exercise of the ISO or within two years
after the date the ISO was granted, then (i) no income will be recognized by the optionee at the time of the grant of the ISO, (ii) no
income, for regular tax purposes, will be realized by the optionee at the date of exercise, (iii) upon sale of the shares of the Common
Stock acquired by exercise of the ISO, any amount realized in excess of the option price will be taxed to the optionee, for regular tax
purposes, as a capital gain (at varying rates depending upon the optionees holding period in the shares and income level) and any loss
sustained will be a capital loss, and (iv) no deduction will be allowed to the Company for federal income tax purposes. If a
disqualifying disposition of such shares is made, the optionee will realize taxable ordinary income in an amount equal to the excess of
the fair market value of the shares purchased at the time of exercise over the exercise price (the bargain purchase element) and the
Company will generally be entitled to a federal income tax deduction equal to such amount. The amount of any gain in excess of the
bargain purchase element realized upon a disqualifying disposition will be taxable as capital gain to the holder (at varying rates
depending upon such holders holding period in the shares and income level), for which Company will not be entitled to a federal
income tax deduction. Upon exercise of an ISO, the optionee may be subject to alternative minimum tax.
Nonqualified Stock Options. With respect to nonqualified stock options, (i) no income is recognized by the optionee at the time the
option is granted; (ii) generally, at exercise, ordinary income is recognized by the optionee in an amount equal to the difference between
the option exercise price paid for the shares and the fair market value of the shares on the date of exercise, and the Company is entitled
to a tax deduction in the same
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amount; and (iii) at disposition, any gain or loss is treated as capital gain or loss. In the case of an optionee who is also an employee, any
income recognized upon exercise of a nonqualified stock option will constitute wages for which withholding will be required.
Stock Appreciation Rights. No income will be recognized by a recipient in connection with the grant of a SAR. When a SAR is
exercised, the recipient will generally be required to include as taxable ordinary income in the year of exercise an amount equal to the
amount of cash received and the fair market value of any Common Stock received on the exercise. The Company will be entitled to a
tax deduction at the same time and in the same amount. If the optionee receives Common Stock upon the exercise of a SAR, any gain or
loss on the sale of such stock will be treated in the same manner as discussed above under nonqualified stock options.
Restricted Stock. A recipient will not realize taxable income at the time of grant of a restricted stock award, assuming that the
restrictions constitute a substantial risk of forfeiture for Federal income tax purposes. Upon the vesting of shares of Common Stock
subject to an award, the recipient will realize ordinary income in an amount equal to the excess of the fair market value of such shares at
such time over the amount paid by the recipient, if any. The Company will be entitled to a deduction equal to the amount of ordinary
income realized by the recipient in the taxable year in which the amount is included in the recipients income. Dividends paid to the
recipient during the restriction period will be taxable as compensation income to the recipient at the time paid and will be deductible at
such time by the Company. The recipient of a restricted stock award may, by filing an election with the Internal Revenue Service within
30 days of the date of grant of the restricted stock award, elect to be taxed at the time of grant of the award on the excess of the then fair
market value of the shares of Common Stock over the amount paid by the recipient, if any, in which case (1) the Company will be
entitled to a deduction equal to the amount of ordinary income realized by the recipient in the taxable year in which the amount is
included in the recipients income, (2) dividends paid to the recipient during the restriction period will be taxable as dividends to the
recipient and not deductible by the Company, and (3) there will be no further tax consequences to either the recipient or the Company
when the restrictions lapse.
Restricted Stock Units and Performance Grants. An employee who is awarded one or more restricted stock units and/or performance
grants will not recognize income and the Company will not be allowed a deduction at the time the award is made. When an employee
receives payment for such awards in cash or shares of Common Stock, the amount of the cash and the fair market value of the shares of
Common Stock received will be ordinary income to the employee and will be allowed as a deduction for federal income tax purposes to
the Company. The Company will be entitled to a deduction equal in amount to the ordinary income realized by the recipient in the year
paid.
Section 162(m) Limit. Code section 162(m) generally limits a public companys federal income tax deduction for compensation paid to
any of its executive officers to $1 million per year. However, certain performance-based compensation paid to such officers is exempt
from the $1 million annual deduction limit.
The Stock Incentive Plan is designed to enable the Company to provide cash-based performance grants under the Stock Incentive Plan
to the Companys executive officers that will satisfy the requirements of the exception of Section 162(m) for performance-based
compensation. In general, other types of awards that may be issued under the Stock Incentive Plan (including stock options) are not
designed to be able to qualify under this exception.
Under the Stock Incentive Plan, a performance goal will be based on one or more of the following criteria: total shareholder
return, revenue, gross profit, pre-tax earnings, net operating profit after taxes, net income, earnings per share, gross margin, net interest
margin, operating cash flow, free cash flow, return on assets, return on invested capital, and return on equity. Performance criteria may
be used to measure the performance of the Company as a whole or any business unit of the Company, and may be measured relative to a
peer group or index. The level of achievement of a performance goal will be determined in accordance with generally accepted
accounting principles and shall be subject to certification by the Committee. Under the Stock Incentive Plan, the
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Committee does have the discretion, to the extent such discretion is consistent with the qualified performance-based exception of the
Code and its regulations, to make equitable adjustments to performance goals in recognition of unusual or non-recurring events
affecting the Company or a subsidiary or the financial statements of the Company or any subsidiary, or for changes in the law or
accounting principles. Once a performance goal is established, the Committee will have no discretion to increase the amount of
compensation that would otherwise be payable to a recipient upon attainment of the performance goal.
Income Tax Withholding. Upon an employees realization of income from an award, the Company is generally obligated to withhold
against the employees Federal and state income and employment tax liability. Payment of the withholding obligation can be made from
other amounts due from the Company to the award recipient or with shares of Common Stock owned by the recipient. If the recipient
elects to tender shares of Common Stock or to reduce the number of shares the recipient is otherwise entitled to receive to satisfy the
withholding obligation, the shares tendered or reduced will be treated as having been sold to the Company.
Other Tax Considerations. The discussion above is subject to Code section 409A and the general tax principles of constructive receipt
and assignment of income, which could result in recognition of income by plan participants associated with awards under the Stock
Incentive Plan (and a corresponding deduction for the Company) in a year prior to the year discussed above.
In addition, if a deferred amount is required to be included in income under Code section 409A, the amount also is subject to additional
income taxes. The additional income tax is equal to (i) 20% of the amount required to be included in gross income, plus (ii) a tax equal
to the interest at the underpayment rate specified by the Internal Revenue Service, plus one percentage point, imposed on the
underpayments that would have occurred had the compensation been includible in income for the taxable year when first deferred, or if
later, when not subject to a substantial risk of forfeiture. In general, the Stock Incentive Plan has been designed with the intent that the
arrangements under which participants receive stock options, SAR, restricted stock and other awards will not result in additional income
taxes under Code section 409A.
A plan participant may also be subject to a 20% excise tax on (and the Company may be denied its corresponding deduction for) any
payment under the Stock Incentive Plan which (on its own or in conjunction with any other payment to the participant) constitutes an
excess parachute payment under Code section 280G.
New Plan Benefits
The table below sets forth the number of awards that have been allocated to each person or group listed, under the Stock Incentive Plan,
to the extent such amounts are presently determinable.
2008 Amendment and Restatement of the Jacksonville Bancorp, Inc.
2006 Stock Incentive Plan, as amended
Name and Position

Number of Units

Green1

Stephen C.
President and Chief
Executive Officer
Margaret A. Incandela1
Executive Vice
President, Chief
Operating Officer and
Chief Credit Officer
Executive Officer Group
1

2,000,000

1,500,000

3,500,000

Subject to approval of this Proposal 3 and upon further action of the Committee or Board, as applicable, these awards will be made
pursuant to Mr. Greens and Ms. Incandelas respective executive employment agreements with the Company and the Bank.
35
Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
The Company anticipates that awards will be granted during fiscal year 2013 and in subsequent years in which the Stock Incentive Plan
remains in effect, if the proposed amendment to the Stock Incentive Plan is approved by the Companys shareholders. Awards for
which benefits may be paid under the Stock Incentive Plan are made at the sole discretion of the Committee, subject to the maximum
plan and maximum individual limitations described above. In addition, the actual benefits that will be paid pursuant to future awards
under the Stock Incentive Plan, as amended, will depend upon a number of factors, including the market value of the Common Stock on
future dates, and in the case of performance grants and restricted stock with vesting, based on the achievement of one or more
performance goals, actual performance of the Company (both absolutely, and in some cases, as measured against the performance of
peer companies), and decisions made by performance grant recipients. Since these factors are not known at this time, the future benefits
or amounts paid under the Stock Incentive Plan, as amended, and the market value of such awards are not yet determinable other than
the Contemplated Equity Awards described herein.
Vote Required
Provided that a quorum is present, Proposal 3 will be approved if a majority of the votes cast on the proposal vote in favor of the
proposal.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THIS PROPOSAL 3.
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PROPOSAL 4: ARTICLES AMENDMENT TO EFFECT REVERSE STOCK SPLIT IN THE BOARDS DISCRETION
Proposal 4 contemplates an amendment to the Articles of Incorporation, to be implemented in the Boards discretion, to effect a reverse
stock split of the Companys outstanding Common Stock and Nonvoting Common Stock (if any) at a ratio of up to 1-for-20, the exact
split ratio to the determined in the sole discretion of the Board (the Reverse Stock Split Proposal).
On August 21, 2012, the Board approved the proposed amendment to effect the Reverse Stock Split (defined below), the form of which
is set forth on Appendix I to this Proxy Statement, and directed that it be submitted to the Companys shareholders for approval with
the understanding that the amendment would only be effected in the discretion of the Board. The text of such amendment is, however,
subject to revision to reflect the final terms of the Reverse Stock Split, as determined by the Board, or as may be required by the Florida
Secretary of State or other changes consistent with this proposal that we may deem necessary or appropriate.
The Reverse Stock Split Proposal
Under the terms of the Reverse Stock Split Proposal, the Board will be given the authority to determine whether and when to implement
the proposed amendment. If and when a reverse stock split is implemented, the Board will determine some amount, between one to
20 shares of issued and outstanding Common Stock and Nonvoting Common Stock (if any) which shall automatically be reclassified
and converted into one share of Common Stock or Nonvoting Common Stock, as applicable (the Reverse Stock Split). If the Reverse
Stock Split Proposal is approved by the Companys shareholders, the Board will determine, prior to the filing of the amendment with
the Florida Secretary of State, whether such an action is in the best interest of the Companys shareholders, and if so, when the Reverse
Stock Split shall occur and the specific ratio for such split. The Board will consider, among other things, the market price and liquidity
of the Common Stock prior to implementing the Reverse Stock Split.
To avoid the existence of fractional shares of the Common Stock and Nonvoting Common Stock, the number of shares to be issued to
each shareholder will be rounded up to the nearest whole number, if, as a result of the Reverse Stock Split, the number of shares owned
by any shareholder would not be a whole number.
Assuming the Company has both Common Stock and Nonvoting Common Stock outstanding at the time, the Reverse Stock Split will
affect the Common Stock and Nonvoting Common Stock proportionately. Assuming the Capital Amendment is approved by the
Companys shareholders and filed with the Florida Secretary of State, the Articles of Incorporation will provide that in the event of any
stock split, combination or other reclassification of shares of either the Common Stock or the Nonvoting Common Stock, the
outstanding shares of the other class shall be proportionately split, combined or reclassified in a similar manner; provided, however, that
in any such transaction, holders of Common Stock shall receive only shares of Common Stock in respect of their shares of Common
Stock and holders of Nonvoting Common Stock shall receive only shares of Nonvoting Common Stock in respect of their shares of
Nonvoting Common Stock. In the event the Companys shareholders do not approve the authorization of the new class of Nonvoting
Common Stock, the amendment to the Articles of Incorporation implementing the Reverse Stock Split would be revised accordingly to
remove references to the Nonvoting Common Stock.
Background and Reasons for the Proposal
The Board is submitting the Reverse Stock Split Proposal to the Companys shareholders for approval with the primary intent of
providing the Board the ability to increase the market price of the Common Stock. If approved by the shareholders and implemented by
the Board, the Reverse Stock Split may also enhance liquidity. Accordingly, we believe that providing the Board with the ability to
effect the Reverse Stock Split is in the Companys and our shareholders best interests.
As of the date of this Proxy Statement, the Common Stock is listed on the NASDAQ Global Market. NASDAQ imposes listing
standards that a company must meet to maintain the listing of its securities on the NASDAQ Global Market. One of these standards is
the minimum closing bid price requirement under NASDAQ Stock Market Rule
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5450(a)(1), which requires that the bid price of the common stock of listed companies be at least $1.00 per share (the Minimum Bid
Price Rule). On November 29, 2012, the Company received notice (the Notice) from the staff of NASDAQ stating that the Company
no longer complies with the Minimum Bid Price Rule, as the bid price of the Common Stock closed below the minimum $1.00 per share
for the 30 consecutive business days prior to the date of the Notice. In accordance with NASDAQ Stock Market Rule 5810(c)(3)(A)(i),
the Company will be provided an initial grace period of 180 days, or until May 28, 2013, to regain compliance with the Minimum Bid
Price Rule. If the Company transfers to the NASDAQ Capital Market, which the Company intends to do on or before January 22, 2013
(assuming it is eligible to do so), the Company may be eligible for an additional 180-day grace period if it satisfies the applicable
market value of publicly held shares requirement for continued listing on the NASDAQ Capital Market and all other applicable
standards for initial listing on the NASDAQ Capital Market (except the minimum bid price requirement). The Company will regain
compliance with the Minimum Bid Price Rule if the closing bid price of the Companys common stock remains at or above $1.00 per
share for a minimum of 10 consecutive business days at any time before May 28, 2013.
Since November 29, 2012, the Companys closing bid price has been $1.00 or higher for [only one trading day]. By providing the
Board with the authority to effect the Reverse Stock Split in its discretion, and to determine the ultimate split ratio, the Board will be
able to consider the Companys particular circumstances, including its compliance status with the NASDAQ continued listing
standards, and determine if and when to implement the Reverse Stock Split, without the necessity of seeking additional shareholder
approvals.
We believe that the Reverse Stock Split, if implemented, will also make the Common Stock and Nonvoting Common Stock more
attractive to a broader range of institutional and other investors, as we believe that the current market price of the Common Stock may
affect its acceptability to certain institutional investors, professional investors and other members of the investing public. Many
brokerage houses and institutional investors have internal policies and practices that either prohibit them from investing in low-priced
stocks or tend to discourage individual brokers from recommending low-priced stocks to their customers. In addition, some of those
policies and practices may function to make the processing of trades in low-priced stocks economically unattractive to brokers.
Moreover, because brokers commissions on low-priced stocks generally represent a higher percentage of the stock price than
commissions on higher-priced stocks, the current average price per share of the Common Stock can result in individual shareholders
paying transaction costs representing a higher percentage of their total share value than would be the case if the share price were
substantially higher. The Company believes that, if approved and implemented by the Board, a Reverse Stock Split will make the
Common Stock and Nonvoting Common Stock a more attractive and cost effective investment for many investors, which will enhance
the liquidity of the holders of the Common Stock and Nonvoting Common Stock.
Reducing the number of outstanding shares of the Common Stock and Nonvoting Common Stock through the Reverse Stock Split is
intended, absent other factors, to increase the per share market price of the Common Stock. However, other factors, such as our financial
results, market conditions and the market perception of our business may adversely affect the market price of the Common Stock. As a
result, there can be no assurance that the Reverse Stock Split, if implemented, will result in the intended benefits described above, that
the market price of the Common Stock will increase following the Reverse Stock Split or that the market price of the Common Stock
will not decrease in the future. Additionally, we cannot assure you that the market price per share of the Common Stock after the
Reverse Stock Split will increase in proportion to the reduction in the number of shares of Common Stock outstanding before the
Reverse Stock Split. Accordingly, the total market capitalization of the Common Stock after the Reverse Stock Split may be lower than
the total market capitalization before the Reverse Stock Split.
If the Companys shareholders approve the Reverse Stock Split Proposal at the Special Meeting, the Board will have authority to
implement the Reverse Stock Split, in its discretion.
Board Discretion to Implement the Reverse Stock Split
If the proposed amendment is approved by the Companys shareholders, it will be implemented, if at all, only upon a determination by
the Board that a reverse stock split, at a ratio determined by the Board up to 1-for-20, is
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in the best interests of our shareholders. The Boards determination as to whether such a split will be implemented and, if so, the
effective time and the ratio of such split, will be based upon several factors, including existing and expected marketability and liquidity
of the Common Stock, prevailing market conditions and the likely effect on the market price of the Common Stock. If the Board
determines to implement the Reverse Stock Split, the Board will consider various factors in selecting the specific split ratio, including
the overall market conditions at the time and the recent trading history of the Common Stock.
Effect of the Reverse Stock Split on Holders of Outstanding Common Stock and Nonvoting Common Stock (if applicable)
In connection with the Reverse Stock Split, one to 20 shares of existing Common Stock or Nonvoting Common Stock will be combined
into one new share of the Common Stock or Nonvoting Common Stock, as applicable. The number of shares of Common Stock and
Nonvoting Common Stock issued and outstanding will therefore be reduced. The table below illustrates the effect of the Reverse Stock
Split on the total number of Common Stock shares and Nonvoting Common Stock shares, in certain illustrative increments up to a ratio
of 1-for-20, assuming that there are 63,530,880 shares of Common Stock and 52,360,000 shares of Nonvoting Common Stock
outstanding prior to the Reverse Stock Split (which is the number of shares of Common Stock expected to be outstanding immediately
after the Conversion and the completion of the Public Offering, assuming that 10 million of Common Stock are sold in the Public
Offering and assuming that none of the Nonvoting Common Stock issued in the Conversion has been converted into Common Stock in
a permitted transfer).
Approximate Number of Outstanding Shares Following the Reverse Split1
Total Common Stock and
Reverse Stock Split Ratio

1 for 2
1 for 3
1 for 4
1 for 5
1 for 10
1 for 15
1 for 20
1

Common Stock

31,765,440
21,176,960
15,882,720
12,706,176
6,353,088
4,235,392
3,176,544

Nonvoting Common Stock

26,180,000
17,453,334
13,090,000
10,472,000
5,236,000
3,490,667
2,618,000

Nonvoting Common Stock

57,945,440
38,630,294
28,972,720
23,178,176
11,589,088
7,726,059
5,794,544

Does not account for the rounding up for fractional shares.

If implemented, the Reverse Stock Split will affect all holders of the Common Stock and Nonvoting Common Stock uniformly and will
not affect any shareholders percentage ownership interest in the Company (other than to the extent fractional shares issued in the
Reverse Stock Split are rounded up to the nearest share). Accordingly, the Reverse Stock Split will not affect any shareholders
proportionate voting power.
The Reverse Stock Split may result in some shareholders owning odd lots of less than 100 shares of the Common Stock or Nonvoting
Coming Stock. Odd lot shares may be more difficult to sell, and brokerage commissions and other costs of transactions in odd lots are
generally somewhat higher than the costs of transactions in round lots of even multiples of 100 shares.
If the Reverse Stock Split is implemented, after its effective time, the Common Stock will have a new Committee on Uniform Securities
Identification Procedures (CUSIP) number, which is a number used to identify the Companys equity securities, and stock certificates
with the older CUSIP number will need to be exchanged for stock certificates with the new CUSIP number by following the procedures
described below.
After the effective time of the Reverse Stock Split, the Company will continue to be subject to the periodic reporting and other
requirements of the Exchange Act. The Common Stock will continue to be listed on the NASDAQ Stock Market under the symbol
JAXB, or such other trading symbol as may be applicable at the time, although to inform the market of the Reverse Stock Split,
NASDAQ will append a suffix character D to the Companys symbol for approximately 20 trading days following the Reverse Stock
Split.
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Beneficial Holders of Common Stock or Nonvoting Common Stock (i.e. shareholders who hold in street name)
If the Reverse Stock Split is implemented, the Company intends to treat shares held by shareholders through a bank, broker, custodian
or other nominee in the same manner as registered shareholders whose shares are registered in their names. Banks, brokers, custodians
or other nominees will be instructed to effect the Reverse Stock Split for their beneficial holders holding the Common Stock and/or
Nonvoting Common Stock in street name. However, these banks, brokers, custodians or other nominees may have different procedures
than registered shareholders for processing the Reverse Stock Split. Shareholders who hold shares of the Common Stock and/or
Nonvoting Common Stock with a bank, broker, custodian or other nominee and who have any questions in this regard are encouraged to
contact their banks, brokers, custodians or other nominees.
Holders of Certificated Shares of Common Stock
If the Board implements the Reverse Stock Split, shareholders who hold shares of the Common Stock and/or Nonvoting Common Stock
in certificated form will be sent a transmittal letter by the transfer agent after the effective time. The letter of transmittal will contain
instructions on how a shareholder should surrender his, her or its certificate(s) representing shares of the Common Stock or Nonvoting
Common Stock, as applicable (the Old Certificates) to the transfer agent in exchange for certificates representing the appropriate
number of whole shares of post-Reverse Stock Split Common Stock or Nonvoting Common Stock (the New Certificates). No New
Certificates will be issued to a shareholder until such shareholder has surrendered all Old Certificates, together with a properly
completed and executed letter of transmittal, to the transfer agent. No shareholder will be required to pay a transfer or other fee to
exchange his, her or its Old Certificates. Shareholders will then receive New Certificate(s) representing the number of whole shares of
Common Stock or Nonvoting Common Stock, as applicable, to which they are entitled as a result of the Reverse Stock Split. Until
surrendered, the Company will deem outstanding Old Certificates held by shareholders to be cancelled and only to represent the number
of whole shares of post-Reverse Stock Split Common Stock or Nonvoting Common Stock to which these shareholders are entitled. Any
Old Certificates submitted for exchange, whether because of a sale, transfer or other disposition of stock, will automatically be
exchanged for New Certificates. If an Old Certificate has a restrictive legend on the back of the Old Certificate, the New Certificate will
be issued with the same restrictive legends that are on the back of the Old Certificate.
SHAREHOLDERS SHOULD NOT DESTROY ANY STOCK CERTIFICATE(S) AND SHOULD NOT SUBMIT ANY STOCK
CERTIFICATE(S) UNTIL REQUESTED TO DO SO.
Fractional Shares
We do not currently intend to issue fractional shares in connection with the Reverse Stock Split. Therefore, we do not expect to issue
certificates representing fractional shares. To avoid the existence of fractional shares of the Common Stock and Nonvoting Common
Stock, the number of shares to be issued to each shareholder will be rounded up to the nearest whole number, if, as a result of the
Reverse Stock Split, the number of shares owned by any shareholder would not be a whole number.
Effect of the Reverse Stock Split on Options and Restricted Stock Awards
Based upon the Reverse Stock Split ratio, proportionate adjustments are generally required to be made to the per share exercise price
and the number of shares issuable upon the exercise of all outstanding options entitling the holders to purchase shares of the Common
Stock. This would result in approximately the same aggregate price being required to be paid under such options upon exercise, and
approximately the same value of shares of Common Stock being delivered upon such exercise immediately following the Reverse Stock
Split as was the case immediately preceding the Reverse Stock Split. The number of shares deliverable upon vesting of restricted stock
awards or restricted stock units will be similarly adjusted. The number of shares reserved for issuance under these securities will be
reduced proportionately based upon the Reverse Stock Split ratio determined by the Board.
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Accounting Matters
As of the effective date of the Reverse Stock Split, the stated capital attributable to Common Stock and Nonvoting Common Stock on
the Companys balance sheet will be reduced proportionately based on the Reverse Stock Split ratio, and the additional paid-in capital
account will be credited with the amount by which the stated capital is reduced. Additional adjustments will be made to the
aforementioned accounts as a result of any rounding to avoid the existence of fractional shares.
After the Reverse Stock Split, earnings per share and other per share amounts will be higher due to the reduced number of shares
outstanding. In future financial statements, earnings (loss) per share and other per share amounts for periods ending before the Reverse
Stock Split will be retrospectively adjusted to reflect the change in capital structure.
Certain Federal Income Tax Consequences of the Reverse Stock Split
The following summary describes certain material U.S. federal income tax consequences of the Reverse Stock Split to holders of the
Common Stock and Nonvoting Common Stock.
Unless otherwise specifically indicated herein, this summary addresses the U.S. federal income tax consequences only to a beneficial
owner of the Common Stock or Nonvoting Common Stock that is a citizen or individual resident of the United States, a corporation
organized in or under the laws of the United States or any state thereof or the District of Columbia or otherwise subject to U.S. federal
income taxation on a net income basis in respect of the Common Stock (a U.S. holder).
This summary is not intended as tax advice to any person and does not address all of the tax consequences that may be relevant to any
particular investor, including tax considerations that arise from rules of general application to all taxpayers or to certain classes of
taxpayers or that are generally assumed to be known by investors; nor does this summary address any consequences arising under the
laws of any state, locality, or foreign jurisdiction. This summary also does not address the tax consequences to (i) persons that may be
subject to special treatment under U.S. federal income tax law, such as banks, insurance companies, thrift institutions, regulated
investment companies, real estate investment trusts, tax-exempt organizations, U.S. expatriates, persons subject to the alternative
minimum tax, traders in securities that elect to mark to market and dealers in securities or currencies, (ii) persons that hold the Common
Stock or Nonvoting Common Stock as part of a position in a straddle or as part of a hedging, conversion or other integrated
investment transaction for federal income tax purposes, or (iii) persons that do not hold the Common Stock or Nonvoting Common
Stock as capital assets (generally, property held for investment).
This summary is based on the provisions of the Code, U.S. Treasury regulations, administrative rulings and judicial authority, all as in
effect as of the date hereof. Subsequent developments in U.S. federal income tax law, including changes in law or differing
interpretations, which may be applied retroactively, could have a material effect on the U.S. federal income tax consequences of the
Reverse Stock Split. The Company has not sought any ruling from the Internal Revenue Service with respect to the statements made and
the conclusions reached in this summary, and there can be no assurance that the Internal Revenue Service will agree with such
statements and conclusions.
EACH SHAREHOLDER IS URGED TO CONSULT WITH ITS OWN TAX ADVISOR REGARDING THE U.S. FEDERAL, STATE,
LOCAL, AND FOREIGN INCOME AND OTHER TAX CONSEQUENCES OF THE REVERSE STOCK SPLIT.
If a partnership (or other entity classified as a partnership for U.S. federal income tax purposes) is the beneficial owner of the Common
Stock or Nonvoting Common Stock, the U.S. federal income tax treatment of a partner in the partnership will generally depend on the
status of the partner and the activities of the partnership.
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Partnerships that hold the Common Stock or Nonvoting Common Stock, and partners in such partnerships, should consult their own tax
advisors regarding the U.S. federal income tax consequences of the Reverse Stock Split.
U.S. Holders
The Board believes that the Reverse Stock Split should be treated as a recapitalization pursuant to Code section 368(a)(1)(E) for
U.S. federal income tax purposes. Accordingly, a U.S. Holder should recognize no gain or loss upon the Reverse Stock Split. The
aggregate tax basis in the Common Stock or Nonvoting Common Stock received by a U.S. Holder under the terms of the Reverse Stock
Split should equal the aggregate tax basis in the Common Stock or Nonvoting Common Stock, as applicable, surrendered by the U.S.
Holder. The holding period for the Common Stock or Nonvoting Common Stock received by the U.S. Holder should include the holding
period for the Common Stock or Nonvoting Common Stock, as applicable, surrendered therefor.
Vote Required
Provided that a quorum is present, Proposal 4 will be approved if shareholders holding at least a majority of the outstanding shares of
the Common Stock entitled to vote on this proposal vote in favor of the proposal.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THIS PROPOSAL 4.
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INTERESTS OF CERTAIN PERSONS
Interests of Directors and Executive Officers in Proposed Increase in Authorized Shares of Common Stock, Authorization of
New Class of Nonvoting Common Stock and Proposed Conversion of Series A Preferred Shares
As discussed in this Proxy Statement, certain of the Companys directors and executive officers and their related interests invested on
an individual basis in the Private Placement. These investments aggregated approximately $1.7 million for a total of 1,665 shares of
Series A Preferred Stock. Assuming Proposals 1a, 1b and 2 are approved by the Companys shareholders, such directors and executive
officers and their related interests are expected to receive an aggregate of approximately 3.3 million shares of Common Stock and
Nonvoting Common Stock in the Conversion. Also, the Company has agreed to include such shares of Common Stock and Nonvoting
Common Stock in the resale shelf registration statement to be filed for the benefit of the SPA Investors.
Our directors, John W. Rose and John P. Sullivan, are affiliates of CapGen and may be deemed to beneficially own the shares of
Common Stock that CapGen and certain of its affiliates receive in the Conversion. CapGen and its affiliates, collectively, are expected
to receive approximately 24 million shares of Common Stock and approximately 36.1 million shares of Nonvoting Common Stock in
the Conversion, which will constitute an aggregate of approximately 59.31% of the Companys total outstanding Common Stock and
Nonvoting Common Stock after the Conversion and approximately 49.85% of the Companys voting power after the Conversion.
Interests of Executive Officers in the Proposed Amendment to the Stock Incentive Plan
Employees of the Company and its subsidiaries are eligible to receive grants of incentive awards under the Stock Incentive Plan,
including the Companys executive officers and directors who are employees. The proposed amendments to the Stock Incentive Plan
described in Proposal 3 will significantly increase the number of shares of Common Stock authorized for issuance under the Stock
Incentive Plan and will eliminate certain minimum vesting restrictions for restricted stock and restricted stock units, giving the
Committee greater discretion in awarding restricted stock and restricted stock units that vest immediately.
In addition, as described in this Proxy Statement, upon the approval of Proposal 3 relating to the amendment to the Stock Incentive Plan
and upon further action required by the Committee or the Board, as applicable, two of the Companys executive officers, Stephen C.
Green and Margaret A. Incandela, under their executive employment agreements, will receive the Contemplated Equity Awards for an
aggregate of up to 3.5 million shares of Common Stock.
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SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN BENEFICIAL OWNERS
Common Stock. The following table indicates the Common Stock beneficially owned as of January 8, 2013 by each of the Companys
named executive officers and directors, by each person known by us to own beneficially more than 5% of the Common Stock, and by all
of the Companys executive officers and directors as a group. Unless otherwise noted, all shares are held directly by the beneficial
owner listed and such person has the sole voting and investment power over such shares. All amounts are determined as of January 8,
2013 when there were 5,890,880 shares of Common Stock outstanding.
Percent of Shares of
Name of Beneficial Owner (1)

Donald F. Glisson, Jr.
Scott M. Hall (4)
James M. Healey
Valerie A. Kendall (5)
John W. Rose (6)
Price W. Schwenck
Charles F. Spencer
Gary L. Winfield

(3)

All executive officers and directors as a group (11 persons) (7)
CapGen Capital Group IV LP (8)
Mendon Capital Advisors Corp. (9)
Sandler ONeill Asset Management, LLC (10)
Wellington Management Company (11)
*
(1)

(2)

(3)

(4)
(5)
(6)

(7)

Amount and Nature of

Common Stock

Beneficial Ownership (2)

Outstanding

34,810
29,050
5,520
31,000
98,550
34,050
19,500
29,800

*
*
*
*
1.67
*
*
*

282,280
2,684,144
336,325
333,333
582,904

4.74
45.56
5.71
5.66
9.90

%

%
%
%
%
%

Less than 1%
The address of each executive officer and director is c/o Jacksonville Bancorp, Inc., 100 North Laura Street, Suite 1000,
Jacksonville, Florida 32202.
Under the rules of the SEC, the determinations of beneficial ownership of the Common Stock are based upon Rule 13d-3 under
the Exchange Act. Under this Rule, shares will be deemed to be beneficially owned where a person has, either solely or with
others, the power to vote or to direct the voting of shares and/or the power to dispose, or to direct the disposition of shares, or
where a person has the right to acquire any such power within 60 days after the date such beneficial ownership is determined.
Shares of Common Stock that a beneficial owner has the right to acquire within 60 days under the exercise of the options or
warrants, or through the conversion of a security, are deemed to be outstanding for the purpose of computing the percentage
ownership of such owner but are not deemed outstanding for the purpose of computing the percentage ownership of any other
person. The shares of Common Stock issuable in the Conversion of the Series A Preferred Stock are not included in the calculation
of beneficial ownership since the Conversion is conditioned upon the receipt of requisite shareholder approvals.
Includes 31,804 shares owned by Mr. Glissons company, Triad Financial Services, Inc., as to which Mr. Glisson has shared
voting and dispositive power.
Includes options to purchase 28,750 shares exercisable within 60 days of January 8, 2013.
Includes options to purchase 30,000 shares exercisable within 60 days of January 8, 2013.
Includes 9,800 shares held in trust for Mr. Roses daughters, as to which Mr. Rose has no voting power and shares dispositive
power with his wife. Also includes 80,700 shares as to which Mr. Rose shares voting and dispositive power with his wife. Also
includes 8,050 shares as to which Cheryl Rose, Mr. Roses spouse, has sole voting and dispositive power; Mr. Rose disclaims
beneficial ownership of such shares.
Includes options to purchase 58,750 shares for all executive officers and directors as a group exercisable within 60 days of
January 8, 2013.
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CapGen Capital Group IV LP (CapGen), CapGen Capital Group IV LLC and Eugene A. Ludwig are the beneficial owners of
2,684,144 shares of the Common Stock. The address for CapGen is 1185 Avenue of the
44

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents

(9)

(10)

(11)

Americas, Suite 2000, New York, NY 10036. This information is based on CapGens most recent Schedule 13D and information
reported to the Company by CapGen.
Mendon Capital Advisors Corp. has sole voting and investment power over 105,518 shares of the Common Stock and shared
voting and investment power over 230,807 shares of the Common Stock. The address for Mendon Capital Advisors Corp. is 150
Allens Creek Road, Rochester, NY 14618. This information is based on Mendon Capital Advisors Corp.s most recent Schedule
13G and information reported to the Company by Mendon Capital Advisors Corp.
With respect to the shares listed, (a) Sandler ONeill Asset Management, LLC (SOAM) and Terry Maltese each have shared
voting and shared dispositive power over 333,333 shares, (b) Malta Partners, L.P. has shared voting and shared dispositive power
over 4,416 shares, (c) Malta Hedge Fund, L.P. has shared voting and shared dispositive power over 17,607 shares, (d) Malta
Hedge Fund II, L.P. has shared voting and shared dispositive power over 100,325 shares, (e) Malta Offshore, Ltd. has shared
voting and shared dispositive power over 44,318 shares, and (f) SOAM Capital Partners, L.P. has shared voting and shared
dispositive power over 166,667 shares. The address for SOAM is 150 East 52nd Street, 30th Floor, New York, NY 10022. This
information is based on SOAMs most recent Schedule 13G and information reported to the Company by SOAM.
Wellington Management Company, LLP (Wellington) is an investment adviser registered with the SEC and in its capacity as an
investment adviser, may be deemed to have beneficial ownership of 582,904 shares of the Common Stock that are owned of record
by investment advisory clients of Wellington Management. Wellington Management is not the owner of record of such shares and
disclaims any pecuniary interest in such shares. One of Wellington Managements investment advisory clients, Ithan Creek Master
Investors (Cayman) L.P., is known to have beneficial ownership of 5% or more of the Common Stock. The address for Wellington is
280 Congress Street, Boston, MA 02210. This information is based on Wellington Managements most recent Schedule 13G and
information reported to the Company by Wellington Management.

Series A Preferred Stock. The following table indicates the Series A Preferred Stock beneficially owned as of January 8, 2013 by each
of the Companys named executive officers and directors and by all of the Companys executive officers and directors as a group.
Unless otherwise noted, all shares are held directly by the beneficial owner listed and such person has the sole voting and investment
power over such shares. All amounts are determined as of January 8, 2013 when there were 50,000 shares of Series A Preferred Stock
outstanding.
Percent of Shares of
Amount and Nature of
Name of Beneficial Owner

*
(1)

(2)

(1)

Beneficial

Ownership (2)

Series A Preferred
Outstanding

Donald F. Glisson, Jr. (3)
Stephen C. Green
Scott M. Hall
Valerie A. Kendall
John W. Rose (4)
Price W. Schwenck
John P. Sullivan (5)

250
100
5
10
900
200
200

*
*
*
*
1.80
*
*

All executive officers and directors as a group (11
persons)

1,665

3.33

%

%

Less than 1%
The address of each executive officer and director is c/o Jacksonville Bancorp, Inc., 100 North Laura Street, Suite 1000,
Jacksonville, Florida 32202.
Under the rules of the SEC, the determinations of beneficial ownership of the Series A Preferred Stock are based upon Rule
13d-3 under the Exchange Act. Under this Rule, shares will be deemed to be beneficially owned where a person has, either
solely or with others, the power to vote or to direct the voting of shares and/or the power to dispose, or to direct the disposition of
shares, or where a person has the right to acquire any such power within 60 days after the date such beneficial ownership is
determined.
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(3)

(4)
(5)

Includes 250 shares owned by Mr. Glissons company, Triad Financial Services, Inc., as to which Mr. Glisson has shared voting
and dispositive power.
Includes 450 shares as to which Mr. Rose shares voting and dispositive power with his wife.
Includes 200 shares Mr. Sullivan holds through a revocable trust, for which he is the settlor. Maureen C. Sullivan, Mr. Sullivans
spouse, as trustee, has sole voting and dispositive power over such shares.

The Company does not know of any arrangements which may result in a change in control of the Company, other than the transactions
described in this Proxy Statement.
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EXECUTIVE COMPENSATION
Summary Compensation Table
The following table sets forth for the fiscal years ended December 31, 2012 and December 31, 2011, the cash compensation paid or
accrued for services in all capacities, to persons who have served as the Companys Chief Executive Officer in 2011, in addition to the
two other most highly compensated officers in 2011 (the named executive officers).

Year

Salary (1)

Stephen C. Green (3)
President and Chief Executive Officer

2012
2011

$162,500


$0


Scott M. Hall
Executive Vice President and
Bank President

2012
2011

$208,333
$184,833

$0


Valerie A. Kendall
Executive Vice President and
Chief Financial Officer

2012
2011

$193,333
$168,750

Price W. Schwenck (11)

2012
2011

$135,000
$270,000

Name and Principal Position

(1)

(2)

(3)
(4)
(5)

(6)

(7)

(8)

(9)
(10)
(11)

Bonus

Option

All Other

Total

Awards (2)

Compensation

Compensation

$ 4,905


(4)

$ 167,405


$6,717
$39,400

$ 20,455
$ 19,401

(5)

$ 235,505
$ 243,634

$25,000


$6,717


$ 15,222
$ 14,210

(7)

$30,000


$4,478


$ 59,866
$ 9,256

(9)




(6)

(8)

(10)

$ 240,272
$ 182,960
$ 229,344
$ 279,256

Mr. Schwencks annual salary remained unchanged in 2012 at $270,000 through his retirement in June 2012.
Mr. Halls annual salary increased from $200,000 to $210,000 effective March 1, 2012 based on 2011 performance.
Ms. Kendalls annual salary increased from $175,000 to $185,000 effective March 1, 2012 based on 2011 performance. Effective
May 1, 2012, Ms. Kendalls annual salary increased from $185,000 to $200,000.
For further information, refer to Note 14Share-Based Compensation in the notes to the audited financial statements included
in the Companys Annual Report on Form 10-K.
Mr. Green joined the Company in June 2012.
Represents $4,905 in temporary housing in 2012.
Represents Company matches for 401(k) deferrals of $5,125, $10,250 for use of Company owned automobile and $5,080 in club
dues in 2012.
Represents Company matches for 401(k) deferrals of $4,083, $10,250 for use of Company owned automobile and $5,068 in club
dues in 2011.
Represents Company matches for 401(k) deferrals of $4,760, $9,250 for use of Company owned automobile and $1,212 in club
dues in 2012.
Represents Company matches for 401(k) deferrals of $3,687, $9,250 for use of Company owned automobile and $1,273 in club
dues in 2011.
Represents $50,000 for severance payments, $2,400 for car allowance and $5,809 in club dues in 2012.
Represents $2,400 for car allowance and $6,856 in club dues in 2011.
Mr. Schwenck retired as the Companys President and Chief Executive Officer and as Chief Executive Officer of the Bank in June
2012. Mr. Schwenck continues to serve on the board of directors of both the Company and the Bank.

Bonuses were awarded in 2012 totaling $55,000. No bonuses were awarded in 2011. In 2012, each of Mr. Hall and Ms. Kendall were
granted options to purchase 15,000 shares of Common stock and in 2011, Mr. Hall was granted stock options to purchase 20,000 shares
of Common Stock. The options granted in 2012 and 2011 vest in equal annual increments of 25% over a four-year period, and the
exercise price is $7.00 per share for the options
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granted in 2012 and $10.00 per share for the options granted in 2011. All unvested options held by Mr. Schwenck on June 15, 2012
were cancelled in connection with his retirement as an executive officer of the Company and the Bank.
Although not yet granted, in 2012, the Company agreed to grant the Contemplated Equity Awards to two of its executive officers,
Stephen C. Green and Margaret A. Incandela, subject to the satisfaction of certain conditions. Please see Proposal 3: Amendment to
Stock Incentive Plan in this Proxy Statement for more information about the Contemplated Equity Awards.
Outstanding Equity Awards at Year End
The following table details all outstanding equity grants for the named executive officers as of December 31, 2012:
Option Awards
Number of

Name

Scott M. Hall

Valerie A. Kendall

(1)
(2)

Number of

Securities

Securities

Underlying

Underlying

Unexercised

Unexercised

Option

Option

Grant

Options (#)

Options (#)

Exercise Price

Expiration

Date

Exercisable

Unexercisable

($)

Date

03/
05/
2003 (2)
04/
07/
2004 (2)
12/
21/
2009 (1)
08/
30/
2011 (1)
01/
09/
2012 (1)
04/
07/
2004 (2)
12/
21/
2009 (1)
01/
09/
2012 (1)

5,000



12.55

03/04/
2013

7,500



23.25

04/06/
2014

11,250

3,750

10.00

12/21/
2014

5,000

15,000

10.00

08/30/
2016

3,750

11,250

7.00

01/09/
2017

15,000



23.25

04/06/
2014

11,250

3,750

10.00

12/21/
2014

7.00

01/09/
2017

3,750

11,250

Options become exercisable in equal annual increments of 25% over a four-year period.
Options become exercisable in equal annual increments of 20% over a five-year period.

Equity Compensation Plans Information
The following table sets forth the securities authorized for issuance under the equity incentive plans as of December 31, 2012:
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Number of securities to be

Weighted average

issued upon exercise of

exercise price of

Number of securities

outstanding options, warrants

outstanding options,

remaining available

and rights

warrants and rights

for future issuance

Plan Category

Equity compensation plans approved by
security holders:
Options
Restricted Stock Units
Equity compensation plans not approved
by security holders
Total
(1)

73,699
168,500
4,418

$ 12.75
N/A





172,918

$ 12.75


73,699

Represents shares available for issuance pursuant to grants of awards under the 2008 Amendment and Restatement of the
Jacksonville Bancorp, Inc. 2006 Stock Incentive Plan, as amended.

Option Exercises and Stock Vesting
There were no option exercises by executive officers in the last fiscal year, and no executive officers have been granted or hold
restricted stock.
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Retirement and Pension Benefits
The Company does not offer a retirement plan for executive officers or other employees, but does offer participation in the Jacksonville
Bancorp, Inc. 401(k) Plan (the Plan) to all employees, including executive officers. The Plan is a qualified retirement plan that was
adopted to provide employees with the opportunity to save for retirement on a tax-advantaged basis. Employees may elect to contribute
a portion of their compensation to the Plan after three months of full-time employment, and the Company may make a discretionary
matching contribution to the Plan on their behalf equal to a uniform percentage of their salary deferrals. The Company will determine
the amount of the discretionary percentage each year. The participants under the Plan may elect to reduce their compensation by a
specific percentage or dollar amount and have that amount contributed to the Plan as either a Pre-Tax 401(k) deferral or a Roth 401(k)
deferral. The vesting schedule for profit sharing contributions covers a five-year period as follows:
1 Year of Service
2 Years of Service
3 Years of Service
4 Years of Service
5 Years of Service

0 %
25 %
50 %
75 %
100%

Employment Agreements and Arrangements
The following information relates to employment agreements and arrangements between the Company and/or Bank and each named
executive officers and the other current executive officers of the Company. Other than as described below, there are no potential
payments to a named executive officer upon termination or a change in control.
Stephen C. Green. Stephen C. Green entered into an executive employment agreement with the Company and the Bank on July 30,
2012, which was amended effective December 31, 2012 (the Green Agreement). Under the Green Agreement, Mr. Green earns a base
salary of $300,000, which may be increased from time to time at the sole discretion of the Board, and he may earn an annual cash bonus
of up to $100,000, which actual amount will be determined at the sole discretion of the Board. No bonus was awarded in 2012. Pursuant
to the Green Agreement and as a result of the closing of the Private Placement, Mr. Green also will be awarded, under the Stock
Incentive Plan if Proposal 3 is approved by the Companys shareholders, options to purchase 2 million shares of the Companys
Common Stock. Such option award will vest 40% upon issuance of the award, 20% upon the first anniversary of the issuance and 40%
upon the second anniversary of the issuance. Mr. Green is also entitled to participate in all medical and health care benefit plans
provided by the Bank for its employees, and any current or future employee benefit plans and arrangements in which executive officers
of the Company or the Bank are permitted to participate.
The term of the Green Agreement is three years, subject to automatic extension for additional one-year periods thereafter. During the
term of the Green Agreement and for a period of one year thereafter, Mr. Green has agreed not to compete with the Bank or the
Company within the Jacksonville statistical metropolitan area, or solicit employees from the Bank or the Company.
If Mr. Greens employment is terminated (other than as a result of non-renewal), Mr. Green will be entitled to receive his base salary for
a period of 18 months following his termination date. Upon such early termination of employment, any unvested equity awards he held
will be forfeited, except in the event that he terminates his employment because of an uncured breach of the Green Agreement by the
Company or the Bank or as a result of a change in his position or duties (including following a change-in-control), in which case any
unvested equity awards he held as of the termination date will be automatically vested in full.
Scott M. Hall. Under the Banks employment agreement with Scott M. Hall, as amended to date (the Hall Agreement), Mr. Hall
currently earns a base salary of $210,000. Under the Hall Agreement, Mr. Hall is also entitled to receive incentive compensation and
bonuses as may be determined from time to time by the Banks
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board of directors, and to participate in and receive the benefits of any stock option plans, stock ownership plans, profit sharing plans,
401(k) plans, or other plans, benefits and privileges given to the Banks employees and executives. The Committee will consider
executive bonuses at the beginning of each calendar year based on the Companys performance in the previous year. No bonus was
awarded in 2012 or 2011; however, in 2012, Mr. Hall was awarded options to purchase 15,000 shares of Common Stock and in 2011,
Mr. Hall was awarded stock options to purchase 20,000 shares of the Common Stock.
The Hall Agreement has a rolling one-year term. The Hall Agreement contains a 12-month noncompetition provision against
employment in the financial services industry with any business enterprise or business entity, or person whose intent is to organize a
financial institution in Duval County or Clay County; however, such provision is limited to a three-month period if Mr. Hall is
terminated due to a change in control (as defined in the Hall Agreement).
If the Bank terminates Mr. Halls employment for a reason other than for just cause (as defined in the Hall Agreement) or Mr. Hall
terminates his employment for good reason (as defined in the Hall Agreement), then the Bank must pay an amount equal to his annual
base salary and any incentive compensation or bonus to which he would have been entitled under the Hall Agreement. These payments
will be made in substantially equal semi-monthly installments until paid in full. If Mr. Halls employment is terminated as a result of a
change in control or a change in control occurs within 12 months of his involuntary termination or termination for good reason, then
Mr. Hall is entitled to a severance payment equal to 2.99 times the highest annual salary and bonus Mr. Hall was paid or entitled to in
the two years preceding termination, which amount shall be paid within 10 days following the separation of service. Furthermore, unless
Mr. Hall is terminated for just cause, or Mr. Hall terminates his employment for other than good reason, the Bank is also required to
maintain in full force and effect all employee benefit plans and programs in which Mr. Hall was participating before termination for the
remainder of the Hall Agreement, or 12 months, whichever is longer.
Margaret A. Incandela. Margaret A. Incandela entered into an executive employment agreement with the Company on September 5,
2012 (the Incandela Agreement). Under the Incandela Agreement, Ms. Incandela earns a base salary of $200,000, which may be
increased from time to time at the sole discretion of the Board, and she may earn an annual cash bonus of up to 33 1/3% of her base
salary, which actual amount will be determined at the sole discretion of the Board. No bonus was awarded in 2012. Pursuant to the
Incandela Agreement and as a result of the closing of the Private Placement, Ms. Incandela will be awarded, under the Stock Incentive
Plan if Proposal 3 is approved by the Companys shareholders, restricted shares of Common Stock and/or options to purchase shares of
Common Stock in an amount equivalent to up to 1.5 million shares of Common Stock. Such award will vest 20% upon issuance of the
award, and 40% upon each of the first and second anniversaries of the closing of the Private Placement. Ms. Incandela is also entitled to
participate in all medical and health care benefit plans provided by the Bank for its employees, and any current or future employee
benefit plans and arrangements in which executive officers of the Company or the Bank are permitted to participate.
The term of the Incandela Agreement is three years, subject to automatic extension for additional one-year periods thereafter. During the
term of the Incandela Agreement and for a period of one year thereafter, Ms. Incandela has agreed not to compete with the Bank or the
Company within the Jacksonville statistical metropolitan area, or solicit employees from the Bank or the Company.
If Ms. Incandelas employment is terminated for cause (as defined in the Incandela Agreement), upon a determination that her
performance is not satisfactory or as a result of non-renewal of the Incandela Agreement, Ms. Incandela will be entitled to receive her
base salary through her termination date only. If Ms. Incandelas employment is terminated for any other reason, other than as a result
of an uncured breach of the Incandela Agreement by the Company and/or the Bank following a change in control (as defined in the
Incandela Agreement), or a change in her position or duties following a change in control, Ms. Incandela will be entitled to receive her
base salary for a period of one year following her termination date. If Ms. Incandelas employment is
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terminated following a change in control as a result of (i) an uncured breach of the Incandela Agreement by the Company and/or the
Bank, or (ii) a change in her position or duties, Ms. Incandela will be entitled to receive her base salary for a period of two years
following her termination date. Upon an early termination of Ms. Incandelas employment, any unvested awards she held will be
forfeited, except in the event that she terminates her employment because of an uncured breach of the Incandela Agreement by the
Company and/or the Bank, or a change in her position or duties, in which case any unvested awards she held as of the termination date
will be automatically vested in full.
Valerie A. Kendall. Under the Banks employment agreement with Valerie A. Kendall, as amended to date (the Kendall Agreement),
Ms. Kendall currently earns a base salary of $200,000. Under the Kendall Agreement, Ms. Kendall is also entitled to receive incentive
compensation and bonuses as may be determined from time to time by the Banks board of directors, and to participate in and receive
the benefits of any stock option plans, stock ownership plans, profit sharing plans, 401(k) plans, or other plans, benefits and privileges
given to the Banks employees and executives. The Compensation Committee will consider executive bonuses at the beginning of each
calendar year based on the Companys performance in the previous year. Ms. Kendall was awarded a $25,000 bonus in 2012. Also, in
2012, Ms. Kendall was awarded stock options to purchase 15,000 shares of the Common Stock. No bonus was awarded in 2011.
The Kendall Agreement has a rolling one-year term. The Kendall Agreement contains a 12-month noncompetition provision against
employment in the financial services industry with any business enterprise or business entity, or person whose intent is to organize a
financial institution in Duval County or Clay County; however, such provision is limited to a three-month period if Ms. Kendall is
terminated due to a change in control (as defined in the Kendall Agreement).
If the Bank terminates Ms. Kendalls employment for a reason other than for just cause (as defined in the Kendall Agreement), or if
Ms. Kendall terminates her employment for good reason (as defined in the Kendall Agreement), then the Bank must pay an amount
equal to her annual base salary, plus any incentive compensation or bonus to which she would have been entitled to under the Kendall
Agreement. These payments will be made in substantially equal semi-monthly installments until paid in full. If Ms. Kendalls
employment is terminated as a result of a change in control or a change in control occurs within 12 months of her involuntary
termination or termination for good reason, then Ms. Kendall is entitled to a severance payment equal to 2.99 times the highest annual
salary and bonus she was paid or entitled to in the two years preceding termination, which amount shall be paid within 10 days
following the separation of service. Furthermore, unless Ms. Kendall is terminated for just cause, or Ms. Kendall terminates her
employment for other than good reason, the Bank is also required to maintain in full force and effect all employee benefit plans and
programs in which Ms. Kendall was participating before termination for the remainder of the Kendall Agreement, or 12 months,
whichever is longer.
Price W. Schwenck. On July 30, 2012, the Company entered into an Agreement and General Release (the Schwenck Agreement)
with Price W. Schwenck, which became binding on August 6, 2012, pursuant to which the Company agreed to provide Mr. Schwenck
with severance payments consisting of 12 monthly payments of $10,000 followed by 12 monthly payments of $5,000 in recognition of
Mr. Schwencks service to the Bank and for his continuing service in preserving the Banks reputation and customer relationships.
Under the Schwenck Agreement, Mr. Schwenck unconditionally released the Bank and the Company from all liabilities and obligations
of any kind. Mr. Schwenck also agreed not to compete with the Bank or the Company within the Jacksonville metropolitan statistical
area, or solicit employees from the Bank or the Company, for a period of two years.
Director Compensation
Non-employee directors have agreed to a cash-only compensation plan for payment of director fees, payable quarterly at various rates
for the preceding quarter, based on attendance at Board and committee meetings either in person or by telephone. In the aggregate, the
non-employee directors of the Company received a total of $150,335 in 2012 for their services to the Company.
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The following table summarizes director compensation in 2012:
Fees Earned or
Director

Paid in Cash ($)

Donald F. Glisson¸Jr.
James M. Healey
John C. Kowkabany (1)
R. C. Mills (2)
Donald E. Roller (3)
John W. Rose (4)
Price W. Schwenck (5)
Charles F. Spencer
John P. Sullivan (4)
Gary L. Winfield
(1)

(2)
(3)
(4)
(5)

$ 26,175
25,450
4,700
14,275
18,075
25,150
6,800
22,125
26,050
21,950

Mr. Kowkabany was on medical leave through March 2012 and received no director compensation during that time. He retired
from the Board effective July 2012.
Mr. Mills retired as a director of the Company and the Board in June 2012.
Mr. Roller retired as a director of the Company and the Board in June 2012.
The Company pays directly to CapGen Capital Advisers, LLC 80% of the director fees earned by Messrs. Rose and Sullivan.
Mr. Schwenck retired as President and Chief Executive Officer of the Company and Chief Executive Officer of the Bank effective
June 2012 and became eligible to receive director compensation thereafter.
52

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
SHAREHOLDER PROPOSALS
Under the SECs rules, shareholders who wished to include a proposal in the Companys Proxy Statement and form of proxy relating to
the 2013 Annual Meeting of Shareholders should have delivered a written copy of their proposal to the Companys principal executive
offices no later than December 4, 2012. Proposals must comply with the SEC proxy rules relating to shareholder proposals in order to be
included in the Companys proxy materials. Shareholders should refer to Rule 14a-8 of the Exchange Act, which sets standards for
eligibility and specifies the types of proposals that are not appropriate for inclusion in the Proxy Statement. Proposals should be directed
to Stephen C. Green, President and Chief Executive Officer, Jacksonville Bancorp, Inc., 100 North Laura Street, Jacksonville, Florida
32202. To nominate a director at the 2013 Annual Meeting or if you wish to bring any other matter before our 2013 Annual Meeting,
you must be a shareholder and deliver written notice to our President and Chief Executive Officer no earlier than January 31, 2013 and
no later than March 2, 2013. The specific requirements as to the written notice to be provided in connection with a director nominee or
other shareholder proposal are described in our Articles of Incorporation. Also, the written notice requirements regarding shareholder
recommendations for director nominees are summarized in the section captioned Board of Directors, Governance and
CommitteesDirector Nominations of the Proxy Statement we filed with the SEC for our 2012 Annual Meeting. The Company may
solicit proxies in connection with its next Annual Meeting of Shareholders that confer discretionary authority to vote on any shareholder
proposals of which the Company does not receive notice by February 18, 2013. A copy of our Articles of Incorporation has been filed
with the SEC and will be furnished to shareholders without charge upon written request to the Corporate Secretary.
DELIVERY TO SHAREHOLDERS SHARING ADDRESS
We are delivering only one Proxy Statement to multiple shareholders sharing an address unless we have received contrary instructions
from one or more of the shareholders. We will promptly deliver upon written or oral request a separate copy of this Proxy Statement to a
shareholder at a shared address to which a single copy was sent. If you are a shareholder residing at a shared address and would like to
request an additional copy of the Proxy Statement now or with respect to future mailings, or to request to receive only one copy of the
Proxy Statement if you are currently receiving multiple copies, please send your request to the Corporate Secretary at the address noted
above or call us at 904-421-3040.
NO OTHER BUSINESS
Under the Florida Business Corporation Act, business transacted at a special meeting is limited to matters specifically designated in the
notice of the special meeting, which is provided at the beginning of this Proxy Statement. Accordingly, no business other than the
matters discussed in this Proxy Statement will be conducted at the Special Meeting.
The grant of a proxy will confer discretionary authority on the persons named as proxies on the proxy card to vote in accordance with
their best judgment on procedural matters incident to the conduct of the Special Meeting. Any adjournment or postponement may be
made without notice by an announcement made at the Special Meeting. If the persons named as proxies on the proxy card are asked to
vote for one or more adjournments or postponements of the meeting for matters incidental to the conduct of the meeting, these persons
will have the authority to vote in their discretion on such matters. However, if the persons named as proxies on the proxy card are asked
to vote for one or more adjournments or postponements of the meeting to permit further solicitation of proxies if there are not sufficient
votes at the time of the meeting to approve the proposals described in this Proxy Statement, they will only have the authority to vote on
such matter as instructed by you or your proxy or, if no instructions are provided, in favor of that adjournment or postponement. Any
adjournment or postponement of the Special Meeting for the purpose of soliciting additional proxies will allow the Companys
shareholders who have already granted their proxies to revoke them at any time before their use.
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COST OF SOLICITATION
We will bear the cost of solicitation of proxies, including expenses in connection with the preparation and mailing of this Proxy
Statement. The Company will solicit primarily through the mail, and its officers, directors and employees may solicit by personal
interview, telephone, facsimile or e-mail proxies. These people will not receive additional compensation for such solicitations, but the
Company may reimburse them for their reasonable out-of-pocket expenses.
Holders of Common Stock are requested to vote immediately by telephone, by Internet or by completing, signing and dating the
accompanying proxy card and promptly returning it in the enclosed addressed, postage-paid envelope.

Stephen C. Green
President and Chief Executive Officer
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APPENDIX A
FORM OF CAPITAL AMENDMENT
ARTICLES OF AMENDMENT TO
AMENDED AND RESTATED ARTICLES OF INCORPORATION OF JACKSONVILLE BANCORP, INC.
Pursuant to Section 607.1006 of the Florida Business Corporation Act, the undersigned Corporation adopts these Articles of
Amendment.
FIRST: The name of the Corporation is JACKSONVILLE BANCORP, INC.
SECOND: The Amended and Restated Articles of Incorporation of this Corporation are amended as follows:
1. By replacing paragraph 4.01 of Article IV so that, as amended, said paragraph shall read as follows:
4.01 General. The total number of shares of all classes of capital stock of the Corporation (Shares) that the Corporation
shall have the authority to issue is 510 million, consisting of the following classes:
(1) 400 million Shares of common stock, $0.01 par value per share (Common Stock);
(2) 100 million Shares of nonvoting common stock, $0.01 par value per share (Nonvoting Common Stock); and
(3) 10 million Shares of preferred stock, $0.01 par value per share (Preferred Stock).
2. By inserting new paragraph 4.02 of Article IV as follows, and renumbering the remaining paragraphs of Article IV accordingly:
4.02 Common Stock and Nonvoting Common Stock. Except as set forth in this paragraph 4.02, the Common Stock and the
Nonvoting Common Stock shall have the same rights and privileges, share ratably in all assets of the Corporation upon its
liquidation, dissolution or winding-up, shall be entitled to receive dividends in the same amount per share and at the same time
when, as and if declared by the Corporations board of directors, and be identical in all other respects as to all other matters,
except voting.
(1) Except as may be otherwise required by law or these Amended and Restated Articles of Incorporation, as amended, each
holder of Common Stock shall have one vote in respect of each share of Common Stock held of record on all matters voted upon
by the shareholders. The holders of Nonvoting Common Stock shall have no voting rights except as required by the Florida
Business Corporation Act. Where shares of Nonvoting Common Stock are entitled to vote, each holder of Nonvoting Common
Stock shall have one vote in respect of each share of Nonvoting Common Stock held of record solely on the matters as to which
such shares are entitled to vote and subject to the rights and limitations specified by the Florida Business Corporation Act.
(2) In the event of any stock split, combination or other reclassification of shares of either the Common Stock or the Nonvoting
Common Stock, the outstanding shares of the other class shall be proportionately split, combined or reclassified in a similar
manner; provided, however, that in any such transaction, holders of Common Stock shall receive only shares of Common Stock in
respect of their shares of Common Stock and holders of Nonvoting Common Stock shall receive only shares of Nonvoting
Common Stock in respect of their shares of Nonvoting Common Stock.
(3) Each share of Nonvoting Common Stock shall be converted automatically into one share of Common Stock incident to a
transfer of such share of Nonvoting Common Stock to a transferee in a Permitted Transfer. A Permitted Transfer means a
transfer by a holder of Nonvoting Common Stock (i) in a widespread public distribution; (ii) in which no transferee (or group of
associated transferees) would receive
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two percent (2%) or more of any class of voting securities of the Corporation; or (iii) to a transferee that would control more than
fifty percent (50%) of the voting securities of the Corporation without any transfer from such holder of Nonvoting Common Stock.
The issuance of certificates, if any, for shares of Common Stock upon conversion of Nonvoting Common Stock shall be made
without charge to the holders of such shares for any issuance tax in respect thereof or other cost incurred by the Corporation in
connection with such conversion and the related issuance. The Corporation shall cooperate with the timely conversion of
Nonvoting Common Stock subject to compliance with applicable law and regulations.
(4) The Corporation shall at all times reserve and keep available out of its authorized but unissued shares of Common Stock, such
number of its shares of Common Stock as shall from time to time be sufficient to effect the conversion of all outstanding shares of
Nonvoting Common Stock and Series A Preferred Stock. The Corporation shall take all action necessary so that all shares of
Common Stock issuable upon conversion of Nonvoting Common Stock and Series A Preferred Stock will, upon issue, be duly and
validly issued, fully paid and non-assessable.
(5) In the event of any merger, consolidation, reclassification or other transaction in which the shares of Common Stock are
exchanged for or changed into other stock or securities, cash and/or any other property, each share of Nonvoting Common Stock
will at the same time be similarly exchanged or changed in an amount per whole share equal to the aggregate amount of stock,
securities, cash and/or any other property (payable in kind), as the case may be, that each share of Common Stock would be
entitled to receive as a result of such transaction, provided that at the election of the holder of shares of Nonvoting Common Stock,
any securities issued with respect to the Nonvoting Common Stock shall be nonvoting under the resulting institutions
organizational documents to the same extent as the Nonvoting Common Stock is nonvoting and the Corporation shall make
appropriate provisions (in form and substance reasonably satisfactory to the holders of a majority of the Nonvoting Common Stock
then outstanding) and take such other actions necessary to ensure that the holders of the Nonvoting Common Stock shall retain
securities with substantially the same rights and benefits, including the right to convert nonvoting common stock into common
stock, as the Nonvoting Common Stock. Subject to the immediately preceding sentence, in the event the holders of Common Stock
are provided the right to convert or exchange Common Stock for stock or securities, cash and/or any other property, then the
holders of the Nonvoting Common Stock shall be provided the same right based upon the number of shares of Common Stock
such holders would be entitled to receive if such shares of Nonvoting Common Stock were converted into shares of Common
Stock immediately prior to such offering. In the event that the Corporation offers to repurchase shares of Common Stock from its
stockholders generally, the Corporation shall offer to repurchase Nonvoting Common Stock pro rata based upon the number of
shares of Common Stock such holders would be entitled to receive if such shares were converted into shares of Common Stock
immediately prior to such repurchase. In the event of any pro rata subscription offer, rights offer or similar offer to holders of
Common Stock, the Corporation shall provide the holders of the Nonvoting Common Stock the right to participate based upon the
number of shares of Common Stock such holders would be entitled to receive if such shares were converted into shares of
Common Stock immediately prior to such offering; provided that at the election of such holder, any shares issued with respect to
the Nonvoting Common Stock shall be issued in the form of Nonvoting Common Stock rather than Common Stock.
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THIRD: The amendment to the Amended and Restated Articles of Incorporation of the Corporation set forth above was adopted on
.
FOURTH: The amendment was approved by the Corporations shareholders. The number of votes cast for the amendment by the
shareholders was sufficient for approval.
Signed on

.

JACKSONVILLE BANCORP, INC.
By:
Stephen C. Green, President & CEO
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APPENDIX B
JACKSONVILLE BANCORP, INC.
ARTICLES OF AMENDMENT
to the
AMENDED AND RESTATED ARTICLES OF INCORPORATION
DESIGNATING
MANDATORILY CONVERTIBLE, NONCUMULATIVE, NONVOTING,
PERPETUAL PREFERRED STOCK,
SERIES A
JACKSONVILLE BANCORP, INC., a corporation organized and existing under the laws of the State of Florida (the
Corporation), in accordance with the provisions of Section 607.0602 of the Florida Business Corporation Act (the FBCA), hereby
certifies:
I.
The name of the Corporation is Jacksonville Bancorp, Inc.
II.
The Corporations Board of Directors, in accordance with the Corporations Amended and Restated Articles of Incorporation, as
amended (the Articles) and bylaws, as amended (the Bylaws) and applicable law, including Sections 607.0602 and 607.0621 of the
FBCA, has adopted the following resolution on December 19, 2012 for the purpose of designating and establishing a series of shares of
$0.01 par value preferred stock of the Corporation designated as Mandatorily Convertible, Noncumulative, Nonvoting, Perpetual
Preferred Stock, Series A:
RESOLVED, that pursuant to the Corporations Articles and Bylaws and applicable law, a series of preferred stock, par value
$0.01 per share, from the Corporations authorized shares hereby is created, and that the designation and number of shares of such
series, and the voting and other powers, preferences and relative, participating, optional or other rights, and the qualifications,
limitations and restrictions thereof, of the shares of such series, are as follows:
Section 1. Designation. There is created hereby from the Corporations authorized, undesignated and unissued shares of Preferred
Stock, a series of Preferred Stock designated as the Mandatorily Convertible, Noncumulative, Nonvoting, Perpetual Preferred Stock,
Series A, $0.01 par value per share (the Series A Preferred Stock).
Section 2. Number of Shares. The total number of authorized shares of Series A Preferred Stock shall be 50,000 shares, which
may from time to time be increased or decreased (but not below the number then outstanding) by the Corporations Board of Directors.
Section 3. Definitions. As used herein, the following terms shall have the meanings specified below:
Affiliate of any Person means any other Person controlling, controlled by or under common control with such particular
person or entity. The term control (including the terms controlling, controlled and under common control with) as used
with respect to any Person means the possession, direct or
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indirect, of the power to direct or cause the direction of the management and policies of such Person, whether through the
ownership of voting securities, by contract or otherwise.
Amendment Conversion has the meaning set forth in Section 5(a)(iv).
Amendment Conversion Date has the meaning set forth in Section 5(a)(iv).
Applicable Conversion Limits has the meaning set forth in Section 5(a)(i)(C).
Articles has the meaning set forth in the recitals.
Average VWAP means the average of the VWAP for each Trading Day in the relevant period.
BHC Act means the federal Bank Holding Company Act of 1956, as amended, and the Federal Reserve regulations
thereunder.
BHC Affiliates means, with respect to an Person, its Affiliates and all of its affiliates as defined in the BHC Act or
Regulation Y of the Federal Reserve.
BHC Conversion Limit has the meaning set forth in Section 5(a)(i)(A).
BHC Holder means any Holder that is a company (as defined in the BHC Act) that controls the Corporation.
Board or Board of Directors means the Corporations board of directors or, with respect to any action to be taken by
such board of directors, any committee of the board of directors duly authorized to take such action.
Business Day means any day, other than a Saturday or a Sunday, that is neither a legal holiday nor a day on which banking
institutions in New York, New York or Jacksonville, Florida are authorized or required by law, regulation or executive order to close.
CIBC Act means the federal Change in Bank Control Act, as amended, and the Federal Reserve regulations thereunder.
Common Stock means the common stock, par value $0.01 per share, of the Corporation.
Conversion means, as applicable, the Mandatory Conversion and any other conversion of Series A Preferred Stock,
including the Amendment Conversion or a Transfer Conversion.
Conversion Date means, as applicable, the Mandatory Conversion Date, a Transfer Conversion Date, or the Amendment
Conversion Date.
Conversion Price means the Liquidation Amount per share of Series A Preferred Stock divided by the Conversion Rate
then in effect. The initial Conversion Price is $0.50.
Conversion Rate means, initially, 2,000 shares of Common Stock per share of Series A Preferred Stock issuable upon a
Conversion, based on an initial Conversion Price of $0.50 per share of Common Stock, and is subject to adjustment as provided herein.
To the extent any Holder of Series A Preferred Stock receives any shares of Nonvoting Common Stock upon a Conversion, such Holder
shall receive, initially 2,000 shares of Nonvoting Common Stock per share of Series A Preferred Stock, based on an initial Conversion
Price of $0.50 per share of Nonvoting Common Stock, and is subject to adjustment as provided herein.
Corporation has the meaning set forth in the preamble.
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Current Market Price of the Common Stock on any day, means the Average VWAP of the Common Stock for the 10
consecutive Trading Days ending on the earlier of the day in question and the day before the ex-date or other specified date with respect
to the issuance or distribution requiring such computation, appropriately adjusted to take into account the occurrence during such period
of any event described in clauses (i) through (vi) of Section 6(e). For purposes of this definition, ex-date means the first date on which
the shares of the Common Stock trade on the applicable exchange or in the applicable market, regular way, without the right to receive
an issuance or distribution.
Depositary means DTC or its nominee, Cede & Co., or any successor appointed by the Corporation.
Dividend Payment Date means June 15 and December 15 of each year, commencing June 15, 2013.
Dividend Payment Commencement Date means February 15, 2013.
Dividend Period means the period commencing on and including a Dividend Payment Date (or, with respect to the first
Dividend Period, commencing on and including the Issue Date) and ending on and including the day immediately preceding the next
succeeding Dividend Payment Date.
Dividend Threshold Amount has the meaning set forth in Section 6(g)(D).
DTC means The Depository Trust Company.
Electing Share has the meaning set forth in Section 7.
Exchange Property has the meaning set forth in Section 7.
Expiration Date has the meaning set forth in Section 6(d)(vi).
FBCA has the meaning set forth in the preamble.
Federal Reserve means the Board of Governors of the Federal Reserve System.
Holder means the Person in whose name the shares of the Series A Preferred Stock are registered, which may be treated by
the Corporation and the Transfer Agent as the absolute owner of the shares of Series A Preferred Stock for the purpose of making
payment and settling conversions and for all other purposes.
Issue Date means the first date of issuance of shares of Series A Preferred Stock.
Junior Stock means the Common Stock and any other class or series of Corporation capital stock (including Preferred
Stock of any other series) issued in the future, unless the terms of which expressly provide that it ranks senior to, or on a parity with,
Series A Preferred Stock as to rights dividend rights and/or as to on liquidation, dissolution or winding up of the Corporation.
Liens has the meaning set forth in Section 8(b).
Liquidation Amount means, initially, $1,000 per share of Series A Preferred Stock (as subsequently adjusted for any split,
subdivision, combination, consolidation, recapitalization or similar event with respect to the Series A Preferred Stock).
Liquidation Preference has the meaning set forth in Section 10(a).
Mandatory Conversion has the meaning set forth in Section 5(a)(i).
Mandatory Conversion Date has the meaning set forth in Section 5(a)(i).
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Market Disruption Event means any of the following events has occurred: (i) any suspension of, or limitation imposed on,
trading by the SEC or the relevant exchange or quotation system during any period or periods aggregating one half-hour or longer and
whether by reason of movements in price exceeding limits permitted by the SEC or relevant exchange or quotation system or otherwise
relating to the Common Stock or in futures or option contracts relating to the Common Stock on the relevant exchange or quotation
system, (ii) any event (other than a failure to open or a closure as described below) that disrupts or impairs the ability of market
participants during any period or periods aggregating one half-hour or longer in general to effect transactions in, or obtain market values
for, the Common Stock on the relevant exchange or quotation system or futures or options contracts relating to the Common Stock on
any relevant exchange or quotation system, or (iii) the failure to open of the exchange or quotation system on which the Common Stock
or futures or options contracts relating to the Common Stock are traded or the closure of such exchange or quotation system prior to its
respective scheduled closing time for the regular trading session on such day (without regard to after hours or other trading outside the
regular trading session hours), unless such earlier closing time is announced by such exchange or quotation system at least one hour
prior to the earlier of the actual closing time for the regular trading session on such day and the submission deadline for orders to be
entered into such exchange or quotation system for execution at the actual closing time on such day.
Nasdaq means the Nasdaq Global Market or other Nasdaq market in which the Corporations Common Stock is then
traded.
Nonvoting Common Stock means, as and when authorized by the Corporation, the nonvoting common stock, par value
$0.01 per share, of the Corporation, which security is identical to the Common Stock in all respects, except that it has no voting rights
other than as may be required by the FBCA.
Notice of Conversion has the meaning set forth in Section 5(b).
Parity Stock means any class or series of Corporation capital stock (other than the Series A Preferred Stock) authorized in
the future, the terms of which expressly provide that such class or series will rank on a parity with Series A Preferred Stock as to
dividend rights and/or as to rights on liquidation, dissolution or winding up of the Corporation (in each case without regard to whether
dividends accrue cumulatively or noncumulatively).
Permitted Transfer means a transfer of Series A Preferred Stock by any Holder: (i) in a widespread public distribution;
(ii) in which no transferee (or group of associated transferees) would receive two percent (2%) or more of any class of Voting Securities
of the Corporation; or (iii) to a transferee that would control more than fifty percent (50%) of the Voting Securities of the Corporation
without any transfer from the Holder.
Person means a legal person, including any individual, corporation, estate, partnership, joint venture, association, jointstock company, limited liability company or trust.
Preferred Stock means any and all series of the Corporations preferred stock, including the Series A Preferred Stock.
Purchased Shares has the meaning set forth in Section 6(d)(vi).
Record Date means, (i) with respect to payment of dividends on outstanding shares of Series A Preferred Stock pursuant to
the first sentence of Section 4(a), the 1st calendar day immediately preceding the relevant Dividend Payment Date or such other record
date fixed by the Board of Directors that is not more than 60 nor less than 10 days prior to such Dividend Payment Date, (ii) for purpose
of an adjustment to the Conversion Rate pursuant to Section 6, with respect to any dividend, distribution or other transaction or event in
which the holders of Common Stock have the right to receive any cash, securities or other property or in which the Common Stock (or
other applicable security) is exchanged for or converted into any combination of cash,
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securities or other property, the date fixed for determination of holders of the Common Stock entitled to receive such cash, securities or
other property (whether such date is fixed by the Board of Directors or by statute, contract or otherwise), and (iii) any other record date
established by the Board of Directors for dividends on Common Stock.
Record Holder means, as to any day, the Holder of record of outstanding shares of Series A Preferred Stock as they appear
on the stock register of the Corporation or its Transfer Agent at the close of business on such day.
Reorganization Effective Time has the meaning set forth in Section 7.
Reorganization Event has the meaning set forth in Section 7.
Scheduled Holder means TFO Financial Institutions Restructuring Fund LLC.
Scheduled Holder Conversion Limit has the meaning set forth in Section 5(a)(i)(C).
SEC means the United States Securities and Exchange Commission.
Series A Preferred Stock has the meaning set forth in Section 1.
Series A Preferred Stock Certificate has the meaning set forth in Section 20.
Shareholder Approvals means all approvals by the Corporations shareholders necessary to (i) approve the issuance of
Common Stock and Nonvoting Common Stock upon conversion of the Series A Preferred Stock for purposes of Rule 5635 of the
Nasdaq Listing Rules, and (ii) amend the Articles to (A) increase the number of authorized shares of Common Stock to permit the
Mandatory Conversion in full and the conversion of all issued Nonvoting Common Stock into Common Stock in one or more
transactions from time to time, and to provide additional authorized shares of Common Stock for general corporate purposes, and
(B) authorize the Nonvoting Common Stock.
Spin-Off has the meaning set forth in Section 6(d)(iv)(B).
Trading Day means any day on which (i) there is no Market Disruption Event and (ii) the Nasdaq is open for trading, or, if
the Common Stock (or any other securities, cash or other property into which shares of the Series A Preferred Stock becomes
convertible in connection with any Reorganization Event) is not listed on the Nasdaq, any day on which the principal national securities
exchange or trading system on which the Common Stock (or such other property) is listed or traded is open for trading, or, if the
Common Stock (or such other property) is not listed on a national securities exchange or traded on a trading system, any Business Day.
A Trading Day only includes those days that have a scheduled closing time of 4:00 P.M. Eastern Time or the then standard closing
time for regular trading on the relevant exchange or trading system.
Transfer Agent means, initially, Registrar and Transfer Company, and any successor transfer agent as provided in
Section 19. The Transfer Agent shall also be the registrar for the Series A Preferred Stock.
Transfer Conversion has the meaning set forth in Section 5(a)(iv).
Transfer Conversion Date has the meaning set forth in Section 5(a)(iv).
U.S. Alien Holder means a Holder that is not treated as a United States person for U.S. federal income tax purposes as
defined under Section 7701(a)(30) of the Internal Revenue Code of 1986, as amended from time to time.
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Voting Ownership Interest means, with respect to any particular date and with respect to any Holder, the percentage of any
class of Voting Securities of the Corporation deemed to be owned or controlled by the Holder (when aggregated with its BHC Affiliates)
for purposes of, and in accordance with, the BHC Act and its implementing regulations and guidance.
Voting Securities has the meaning set forth in the BHC Act and any rules and regulations promulgated thereunder.
VWAP means, on any Trading Day the volume weighted average price per share of Common Stock as displayed on
Bloomberg (or any successor service) in respect of the period from 9:30 A.M. to 4:00 P.M., Eastern Time, on such Trading Day; or, if
such price is not available, the volume weighted average price means the market value per share of our Common Stock on such trading
day as determined by a nationally recognized independent investment banking firm retained by the Corporation for this purpose.
Section 4. Dividends.
(a) Holders of outstanding shares of Series A Preferred Stock shall be entitled to receive, when, as and if declared by the
Board of Directors out of Corporation funds legally available therefor, noncumulative dividends in arrears at the rate per annum of
5.00% per share on the Liquidation Amount (equivalent to $50.00 per annum per share), payable semi-annually on each Dividend
Payment Date beginning on the Dividend Payment Commencement Date until the Mandatory Conversion Date. Following the
Mandatory Conversion Date, no dividends shall be payable or shall accrue on outstanding shares of Series A Preferred Stock,
provided, however, in the event that cash dividends are declared and paid by the Board of Directors on outstanding shares of
Common Stock, each outstanding share of Series A Preferred Stock shall be entitled to the same aggregate cash dividends which
equals the cash dividend per share of Common Stock times the number of whole shares of Common Stock into which a share of
Series A Preferred Stock is convertible as of the record date for the cash dividend on the shares of Common Stock. Holders of
record of Series A Preferred Stock on the record date set for the cash dividend on shares of Common Stock shall be entitled to
such cash dividends payable to holders of the Series A Preferred Stock. Dividends will be payable on a Dividend Payment Date to
Holders that are Record Holders as of the applicable Record Date with respect to such Dividend Payment Date, but only to the
extent a dividend has been declared to be payable on such Dividend Payment Date. If any Dividend Payment Date is not a
Business Day, the dividend payable on such date shall be paid on the next succeeding Business Day without adjustment and
without interest. Accumulations of dividends on shares of Series A Preferred Stock shall not bear interest. Dividends payable for
any period other than a full Dividend Period (based on the number of actual days elapsed during the period) shall be computed on
the basis of days elapsed over a 360-day year consisting of twelve 30-day months.
(b) Dividends on the Series A Preferred Stock are not cumulative. To the extent that the Corporations Board of Directors
does not declare and pay dividends on the Series A Preferred Stock for a Dividend Period prior to the related Dividend Payment
Date, in full or otherwise, such unpaid dividend shall not accrue and shall not be payable. The Corporation shall have no obligation
to pay dividends for such Dividend Period after the Dividend Payment Date for such Dividend Period or to pay interest (or any
other sum of money in lieu of interest) with respect to such scheduled, but missed dividends, whether or not the Corporation
declares dividends on the Series A Preferred Stock for any subsequent Dividend Period.
(c) So long as any share of Series A Preferred Stock remains outstanding, no dividend or distribution shall be declared or
paid upon, or any sum set apart for the payment of dividends upon, the Common Stock or any other shares of Junior Stock (other
than dividends payable solely in shares of Common Stock) or Parity Stock, subject to this Section 4(c) in the case of Parity Stock,
and no Common Stock, Junior Stock or Parity Stock shall be, directly or indirectly, purchased, redeemed or otherwise acquired for
consideration by the Corporation or any of its subsidiaries unless all dividends on all outstanding shares of the Series A Preferred
Stock for any Dividend Period have been declared and paid in full (or have been declared and a
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sum sufficient for the payment thereof has been set aside for the benefit of the Holders of shares of Series A Preferred Stock on the
applicable Record Date). The foregoing limitation shall not apply to (i) any dividends or distributions of rights or Junior Stock in
connection with a shareholders rights plan or any redemption or repurchase of rights pursuant to any shareholders rights plan;
(ii) the acquisition by the Corporation or any of its subsidiaries of record ownership in Junior Stock or Parity Stock for the
beneficial ownership of any other persons (other than for the beneficial ownership by the Corporation or any of its subsidiaries),
including as trustees or custodians; and (iii) the exchange or conversion of Junior Stock for or into other Junior Stock or of Parity
Stock for or into other Parity Stock (with the same or lesser aggregate liquidation amount) or Junior Stock, in each case, solely to
the extent required pursuant to binding contractual agreements entered into prior to the Issue Date or any subsequent agreement for
the accelerated exercise, settlement or exchange thereof for Common Stock.
(d) When dividends are not paid (or declared and a sum sufficient for payment thereof set aside for the benefit of the Holders
thereof on the applicable Record Date) on any Dividend Payment Date (or, in the case of Parity Stock having dividend payment
dates different from the Dividend Payment Dates, on a dividend payment date falling within a Dividend Period related to such
Dividend Payment Date) in full upon shares of Series A Preferred Stock and any shares of Parity Stock, all dividends declared on
shares of Series A Preferred Stock and all such Parity Stock and payable on such Dividend Payment Date (or, in the case of Parity
Stock having dividend payment dates different from the Dividend Payment Dates, on a dividend payment date falling within the
Dividend Period related to such Dividend Payment Date) shall be declared pro rata so that the respective amounts of such
dividends declared shall bear the same ratio to each other as full dividends payable on the Series A Preferred Stock for such
Dividend Period and all Parity Stock payable on such Dividend Payment Date (or, in the case of Parity Stock having dividend
payment dates different from the Dividend Payment Dates, on a dividend payment date falling within the Dividend Period related
to such Dividend Payment Date) (subject to the dividends being declared by the Board of Directors out of legally available funds
and including, in the case of Parity Stock that bears cumulative dividends, all accrued but unpaid dividends) bear to each other. If
the Board of Directors determines not to pay any dividend or a full dividend on a Dividend Payment Date, the Corporation will
provide written notice to the Holders of shares of Series A Preferred Stock prior to such Dividend Payment Date.
(e) If the Mandatory Conversion Date is on or prior to the Dividend Payment Commencement Date, no Holder of shares of
Series A Preferred Stock will have any right to receive any dividends on the Series A Preferred Stock with respect to such
Dividend Period, whether upon the Mandatory Conversion or otherwise.
(f) All dividends on shares of Series A Preferred Stock shall be paid solely in cash.
(g) Prior to a Conversion Date, shares of Common Stock and, as applicable, shares of Nonvoting Common Stock, issuable
upon such Conversion shall not be deemed outstanding for any purpose, and Holders of shares of Series A Preferred Stock shall
have no rights as holders or otherwise with respect to the Common Stock or, if applicable, Nonvoting Common Stock (including
voting rights, rights to respond to tender offers for the Common Stock and rights to receive any dividends or other distributions on
the Common Stock or Nonvoting Common Stock other than as expressly set forth in Section 4(a)) by virtue of holding shares of
Series A Preferred Stock.
Section 5. Mandatory Conversion; Conversion Procedures; Permitted Transfers.
(a) Mandatory Conversion; Limitations on Beneficial Ownership.
(i)

Effective as of the close of business on the Business Day on which the Shareholder Approvals are received, whether or not
these include the approval of the authorization of the Nonvoting Common Stock (the Mandatory Conversion Date), all
shares of Series A Preferred Stock shall, without any action by the Holders, automatically convert into the number of shares
of Common Stock and, as applicable, and if the Shareholders Approvals include the authorization of the Nonvoting Common
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Stock, shares of Nonvoting Common Stock, as set forth below (the Mandatory Conversion). The number of shares of
Common Stock into which a share of Series A Preferred Stock shall be convertible shall be determined by dividing the
Liquidation Amount by the Conversion Price (subject to the conversion procedures of Section 6 hereof) plus cash in lieu of
fractional shares in accordance with Section 9 hereof; provided, however, that if such conversion would result in:
(A)

a BHC Holder, together with all BHC Affiliates of such Holder, owning or controlling in the aggregate a Voting
Ownership Interest of 50.0% or more, excluding for the purpose of this calculation any reduction in ownership
resulting from transfers by such Holder and its BHC Affiliates of Voting Securities of the Corporation (the BHC
Conversion Limit);

(B)

except as provided by Section 5(a)(iii), a Holder, together with all BHC Affiliates of the Holder, owning or controlling
in the aggregate a Voting Ownership Interest of 10.0% or more, excluding for the purpose of this calculation any
reduction in ownership resulting from transfers by such Holder and its BHC Affiliates of Voting Securities of the
Corporation (the Conversion Limit); or

(C)

the Scheduled Holder, together with all BHC Affiliates of the Scheduled Holder, owning or controlling in the
aggregate a Voting Ownership Interest of 5.0% or more, excluding for the purpose of this calculation any reduction in
ownership resulting from transfers by the Scheduled Holder and its BHC Affiliates of Voting Securities of the
Corporation (the Scheduled Holder Conversion Limit and, with the BHC Conversion Limit and the Conversion
Limit, the Applicable Conversion Limits),

then such Holder shall receive the minimum number of shares of Nonvoting Common Stock, in lieu of an equal number of
shares of Common Stock, such that the Holder will not exceed any Applicable Conversion Limits.
(ii) Upon the Mandatory Conversion Date, each Series A Preferred Stock Certificate shall represent solely the right to receive
(X) a certificate representing the number of shares of Common Stock issuable upon the Mandatory Conversion Date for the
shares of Series A Preferred Stock formerly represented by each such Series A Preferred Stock Certificate, and (Y) if
applicable, a certificate representing the number of shares of Nonvoting Common Stock issuable upon the Mandatory
Conversion Date for the shares of Series A Preferred Stock formerly represented by each such Series A Preferred Stock
Certificate, in each case upon proper surrender of such Series A Preferred Stock Certificate to the Corporation or cancellation
of such book entries on the Corporations or its Transfer Agents records, as applicable.
(iii) The Conversion Limit shall not apply to (i) any Holder that controls the Corporation under the BHC Act at the date hereof
or (ii) any Holder of more than the Conversion Limit who elects, by written notice to the Corporation, to accept the shares of
Common Stock issuable upon the Mandatory Conversion.
(iv) If, on the Mandatory Conversion Date, the Nonvoting Common Stock has not been authorized by the Corporation, then all
shares of Series A Preferred Stock that would otherwise be converted into shares of Nonvoting Common Stock shall not be
converted until the earlier of (A) transfer by the Holder of such shares of Series A Preferred Stock to a transferee pursuant to
a Permitted Transfer (upon which, such shares shall be automatically converted (a Transfer Conversion) into shares of
Common Stock at the then-applicable Conversion Rate on the date of such transfer (such date, a Transfer Conversion
Date)), or (B) due authorization of the Nonvoting Common Stock (upon which such shares shall be automatically converted
(the Amendment Conversion) into shares of Nonvoting Common Stock at the then-applicable Conversion Rate on the
effective date of the amendment to the Corporations Articles of Incorporation establishing such shares of Nonvoting
Common Stock (such date, the Amendment Conversion Date)).
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(b) Upon the Mandatory Conversion or Amendment Conversion, the Corporation shall provide promptly, but in any event
within five (5) Business Days thereafter, notice to each Holder (such notice a Notice of Conversion). In addition to any
information required by applicable law or regulation, the Notice of Mandatory Conversion with respect to such Holder shall state,
as appropriate:
(i)

the Conversion Date;

(ii) a form of letter of transmittal to be completed and returned to the Transfer Agent;
(iii) the number of shares of Common Stock and, as applicable, Nonvoting Common Stock (plus cash in lieu of fractional shares,
if any pursuant to Section 9) receivable upon such Conversion for each share of Series A Preferred Stock held of record by
such Holder upon such Conversion; and
(iv) the place or places where Series A Preferred Stock Certificates (if held in certificated form) held of record by such Holder are
to be surrendered for issuance of certificates representing shares of Common Stock and, if applicable, Nonvoting Common
Stock.
(c) Upon receipt by the Transfer Agent of a completed and duly executed letter of transmittal as contemplated by
Section 5(b), and proper surrender of the Series A Preferred Stock Certificate (if held in certificated form), the Corporation shall,
within two (2) Business Days following notification from the Transfer Agent of the proper surrender of such Series A Preferred
Stock Certificate, instruct the Transfer Agent to (i) issue a certificate for that number of shares of Common Stock issuable upon
Conversion of the shares of Series A Preferred Stock represented by such certificate, and (ii) if applicable, a certificate
representing the number of shares of Nonvoting Common Stock issuable upon Conversion.
(d) No transfer of shares of Series A Preferred Stock by a Holder to a transferee shall be permitted, except (i) in a Permitted
Transfer, or (ii) to a BHC Affiliate of such Holder.
Section 6. Certain Conversion Procedures and Adjustments.
(a) On any Conversion Date, the Series A Preferred Stock converted shall no longer be outstanding, and dividends shall no
longer accrue, be declared or paid on any shares of Series A Preferred Stock converted for the current Dividend Period and any
prior Dividend Periods and, in each case, subject to the right of Holders of such shares to receive solely (i) the number of shares of
Common Stock and, if applicable, Nonvoting Common Stock into which such shares of Series A Preferred Stock are convertible,
and (ii) payments, if any, to which such Holders are entitled pursuant to Sections 5 and 9, as applicable.
(b) Shares of Series A Preferred Stock duly converted in accordance herewith, or otherwise reacquired by the Corporation,
shall resume the status of authorized and unissued Preferred Stock, undesignated as to series and available for future issuance,
provided that any such cancelled shares of Series A Preferred Stock may be reissued only as shares of any series of Preferred
Stock other than Series A Preferred Stock.
(c) The Record Holder of the Series A Preferred Stock converted shall be solely entitled to receive the Common Stock and, if
applicable, Nonvoting Common Stock, and/or cash, securities or other property, if any, issuable upon the Conversion, and, prior to
the Conversion, shall not be treated for any purpose as the Record Holder(s) of such shares of Common Stock, Nonvoting
Common Stock, and/or other securities. No shares of Common Stock or, if applicable, Nonvoting Common Stock, issuable upon
the Conversion shall be issued to a Person other than the respective Record Holders of shares of Series A Preferred Stock.
(d) The Conversion Rate shall be adjusted from time to time as follows, and, if required hereby, any references to Common
Stock shall also apply to shares of Nonvoting Common Stock in the same manner, and all references to Common Stock in this
Section 6 shall mean and include shares of Nonvoting Common Stock issuable upon Conversion of Series A Preferred Stock at the
respective times set forth below.
(i)

If the Shareholder Approvals are not received within 50 calendar days following the Issue Date, the Conversion Price will be
decreased (in addition to any other adjustments pursuant to this Section 6) by 10% effective as of 51st day following the Issue
Date and the Conversion Rate shall concurrently be adjusted to give effect to such change.
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(ii) If the Corporation issues Common Stock as a dividend or distribution on the Common Stock to all holders of the Common
Stock (other than in connection with a Reorganization Event), or if the Corporation effects a share split or share combination
of the Common Stock, the Conversion Rate will be adjusted based on the following formula:
CR1

=

CR0 × [OS1 /OS0]

CR0

=

the Conversion Rate in effect at the close of business on the Record Date

CR1

=

the new Conversion Rate in effect immediately after the Record Date

OS0

=

the number of shares of Common Stock outstanding at the close of business on the
Record Date prior to giving effect to such event

OS1

=

the number of shares of Common Stock that would be outstanding immediately after,
and solely as a result of, such event.

where

Any adjustment made pursuant to this clause (ii) shall become effective on the date that is immediately
after (x) the Record Date or (y) the date on which such split or combination becomes effective, as
applicable. If any dividend or distribution described in this clause (ii) is declared but not so paid or made,
the new Conversion Rate shall be readjusted to the Conversion Rate that would then be in effect if such
dividend or distribution had not been declared.
(iii) If the Corporation issues to all holders of Common Stock any rights, warrants, options or other securities
(other than rights issued pursuant to a shareholder rights plan or rights or warrants issued in connection
with a Reorganization Event) entitling them for a period of not more than 60 days after the date of issuance
thereof to subscribe for or purchase shares of Common Stock, or if the Corporation issues to all holders of
Common Stock securities convertible into Common Stock for a period of not more than 60 days after the
date of issuance thereof, in either case at an exercise price per share of Common Stock or a conversion
price per share of Common Stock less than the Current Market Price of the Common Stock on the Record
Date, the Conversion Rate will be adjusted based on the following formula:
CR1

=

CR0 × [(OS0 + X) / (OS0 + Y)]

where
CR0

=

the Conversion Rate in effect at the close of business on the Record Date

CR1

=

the new Conversion Rate in effect immediately after the Record Date

OS0

=

the number of shares of Common Stock outstanding at the close of business on the
Record Date

X

=

the total number of shares of Common Stock issuable pursuant to such rights,
warrants, options, other securities or convertible securities (or upon conversion of
such securities)

Y

=

the number of shares of Common Stock equal to the quotient of (A) the aggregate
price payable to exercise such rights, warrants, options, other securities (or the
conversion price for such securities paid upon conversion) and (B) the Current
Market Price per share of Common Stock immediately preceding the date of
announcement for the issuance of such rights, warrants, options, other securities or
convertible securities.
For purposes of this clause (iii), in determining whether any rights, warrants, options, other securities or
convertible securities entitle the holders to subscribe for or purchase, or exercise a conversion right for,
Common Stock at less than the applicable Current
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Market Price per share of Common Stock on the applicable date, and in determining the aggregate exercise
or conversion price payable for such Common Stock, there shall be taken into account any consideration
the Corporation receives for such rights, warrants, options, other securities or convertible securities and any
amount payable on exercise or conversion thereof, with the value of such consideration, if other than cash,
to be determined in good faith by the Board of Directors. If any right, warrant, option, other security or
convertible security described in this clause (iii) is not exercised or converted prior to the expiration of the
exercisability or convertibility thereof, the new Conversion Rate shall be readjusted to the Conversion Rate
that would then be in effect if such right, warrant, option, other security or convertible security had not
been so issued.
Any adjustment made pursuant to this clause (iii) shall become effective on the date that is immediately
after the Record Date.
(iv) (A) If the Corporation distributes capital stock (other than Common Stock), evidences of indebtedness or
other assets or property of the Corporation to all holders of the Common Stock, excluding:
(x)

dividends, distributions, rights, warrants, options, other securities or convertible securities referred to
in clause (ii) or (iii) above,

(y)

dividends or distributions paid exclusively in cash, and

(z)

Spin-Offs (as described below),
then the Conversion Rate will be adjusted based on the following formula:

CR1

=

CR0 × [SP0 /(SP0 - FMV)]

CR0

=

the Conversion Rate in effect at the close of business on the Record Date

CR1

=

the new Conversion Rate in effect immediately after the Record Date

SP0

=

the Current Market Price of the Common Stock on the Record Date

FMV

=

the fair market value (as determined in good faith by the Board of Directors) of the
capital stock, evidences of indebtedness, assets or property distributed with respect
to each outstanding share of Common Stock on the Record Date.

where

Notwithstanding the immediately preceding sentence, if FMV with respect to any distribution of shares
of capital stock, evidences of indebtedness or other assets or property of the Corporation is equal to or
greater than SP0 with respect to such distribution, then in lieu of the foregoing adjustment, adequate
provision shall be made so that each holder of Series A Preferred Stock shall have the right to receive on
the date such shares of capital stock, evidences of indebtedness or other assets or property of the
Corporation are distributed to holders of Common Stock, for each share of Series A Preferred Stock, the
amount of shares of capital stock, evidences of indebtedness or other assets or property of the Corporation
such holder of Series A Preferred Stock would have received had such holder of Series A Preferred Stock
owned a number of shares of Common Stock into which such Series A Preferred Stock is then convertible
at the conversion rate in effect on the Record Date for such distribution.
An adjustment to the Conversion Rate made pursuant to this clause (iv)(A) shall be made successively
whenever any such distribution is made and shall become effective on the Record Date.
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(B) If the Corporation distributes to all holders of the Common Stock, capital stock of any class or series, or
similar equity interest, of or relating to a subsidiary or other business unit of the Corporation (a SpinOff), the Conversion Rate will be adjusted based on the following formula:
CR1

=

CR0 × [(FMV0 + MP0) /MP0]

CR0

=

the Conversion Rate in effect at the close of business on the Record Date

CR1

=

the new Conversion Rate in effect immediately after the Record Date

FMV0

=

the average volume weighted average price of the capital stock or similar equity
interest distributed to holders of the Common Stock applicable to one share of
Common Stock for the 10 consecutive Trading Days commencing on, and including,
the third Trading Day after the date on which ex-distribution trading commences
for such dividend or distribution with respect to the Common Stock on the Nasdaq or
such other national or regional exchange or association or over-the-counter market or
if not so traded or quoted, the fair market value (as determined in good faith by the
Board of Directors) of the capital stock or similar equity interests distributed to
holders of the Common Stock applicable to one share of the Common Stock

MP0

=

the Average VWAP of the Common Stock for the 10 consecutive Trading Days
commencing on, and including, the third Trading Day after the date on which exdistribution trading commences for such dividend or distribution with respect to the
Common Stock on the Nasdaq or such other U.S. national or regional exchange or
market that is at that time the principal exchange or market for the Common Stock.

where:

An adjustment to the Conversion Rate made pursuant to this clause (iv)(B) will occur on the 10th Trading
Day from and including the effective date of the Spin-Off; provided that if a Conversion occurs within the
10 Trading Days immediately following and including the date of the Spin-Off, references with respect to
the Spin-Off to the 10 consecutive Trading Days shall be deemed replaced with a period of consecutive
Trading Days containing such lesser number of Trading Days as have elapsed between the effective date of
such Spin-Off and the Conversion Date and the adjustment in respect of such conversion shall occur
immediately prior to the conversion.
If any such dividend or distribution described in this clause (iv) is declared but not paid or made, the new
Conversion Rate shall be readjusted to be the Conversion Rate that would then be in effect if such dividend
or distribution had not been declared.
(v)

CR1

If the Corporation pays or makes any dividend or distribution consisting exclusively of cash to all holders
of Common Stock in excess of regular quarterly dividends equal to the Dividend Threshold Amount, the
Conversion Rate will be adjusted based on the following formula:

=

CR0 × [SP0 /(SP0 - C)]

CR0

=

the Conversion Rate in effect at the close of business on the Record Date

CR1

=

the new Conversion Rate in effect immediately after the Record Date

SP0

=

the Current Market Price of the Common Stock as of the Record Date

C

=

the excess of the amount in cash per share that the Corporation distributes to holders
of the Common Stock over the Dividend Threshold Amount.

where:
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An adjustment to the Conversion Rate made pursuant to this clause (v) shall become effective on the date
fixed for determination of the holders of Common Stock entitled to receive such dividend or distribution. If
any dividend or distribution described in this clause (v) is declared but not so paid or made, the new
Conversion Rate shall be readjusted to the Conversion Rate that would then be in effect if such dividend or
distribution had not been declared.
(vi) If the Corporation or any of its subsidiaries makes a payment in respect of a tender offer or exchange offer
for the Common Stock to the extent that the cash and value of any other consideration included in the
payment per share of Common Stock exceeds the Current Market Price per share of Common Stock on the
Trading Day next succeeding the last date on which tenders or exchanges may be made pursuant to such
tender or exchange offer (the Expiration Date), the Conversion Rate will be adjusted based on the
following formula:
CR1

=

CR0 × [(FMV + (SP1 × OS1)) / (SP1 × OS0)]

CR0

=

the Conversion Rate in effect at the close of business on the Expiration Date

CR1

=

the new Conversion Rate in effect immediately after the Expiration Date

FMV

=

The fair market value (as determined in good faith by the Board of Directors) on the
Expiration Date, of the aggregate value of all cash and any other consideration paid
or payable for the Common Stock validly tendered or exchanged and not withdrawn
as of the Expiration Date (the Purchased Shares)

OS0

=

the number of shares of Common Stock outstanding on the Expiration Date,
including any Purchased Shares

OS1

=

the number of shares of Common Stock outstanding on the Expiration Date,
excluding any Purchased Shares

SP1

=

the Average VWAP of the Common Stock for the 10 consecutive Trading-Day
period commencing on the Trading Day next succeeding the Expiration Date.

where:

If the application of the foregoing formula would result in a decrease in the Conversion Rate, no adjustment
to such Conversion Rate will be made. Any adjustment to a Conversion Rate made pursuant to this clause
(vi) shall become effective on the date immediately following the last Trading Day included in the
determination of the Average VWAP of the Common Stock for purposes of SP1 above; provided that if the
Conversion occurs within the 10 Trading Days commencing on the Trading Day next succeeding the
Expiration Date, references to the 10 consecutive Trading Days with respect to this clause (vi) shall be
deemed replaced with a period of consecutive Trading Days containing such lesser number of Trading Days
as have elapsed between the Expiration Date and the Conversion Date, and the adjustment in respect of
such conversion shall occur immediately prior to the conversion. If the Corporation or one of its
subsidiaries is obligated to purchase Common Stock pursuant to any such tender or exchange offer but is
permanently prevented by applicable law from effecting any such purchase or all such purchases are
rescinded, the new Conversion Rate shall be readjusted to be the Conversion Rate that would be in effect if
such tender or exchange offer had not been made.
(vii) If the Corporation has in effect a shareholder rights plan while any shares of Series A Preferred Stock
remain outstanding, Holders of Series A Preferred Stock will receive, upon any Conversion of Series A
Preferred Stock, in addition to Common Stock and, if applicable, Nonvoting Common Stock, rights under
the Corporations shareholder rights
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agreement unless, prior to such conversion, the rights have expired, terminated or been redeemed or unless
the rights have separated from the Common Stock. If the rights provided for in the shareholder rights plan
have separated from the Common Stock in accordance with the provisions of the applicable shareholder
rights agreement so that Holders of Series A Preferred Stock would not be entitled to receive any rights in
respect of the Common Stock, if any, that the Corporation is required to deliver upon conversion of Series
A Preferred Stock, the Conversion Rate will be adjusted at the time of separation as if the Corporation had
distributed to all holders of the Common Stock, capital stock, evidences of indebtedness or other assets or
property pursuant to clause (iv) above, subject to readjustment upon the subsequent expiration, termination
or redemption of the rights. A distribution of rights pursuant to a shareholder rights plan will not trigger an
adjustment to the Conversion Rates pursuant to clauses (iii) or (iv) above.
(e) With the approval of the Holders of at least 66 2/3% of the shares of Series A Preferred Stock at the time outstanding, the
Corporation may make such increases in the Conversion Rate, in addition to any other increases required by this Section 6, if the
Board of Directors deems it advisable in order to avoid or diminish any income tax to holders of the Common Stock resulting from
any dividend or distribution of the Corporations shares (or issuance of rights or warrants to acquire shares) or from any event
treated as such for income tax purposes or for any other reasons. If any adjustment to the Conversion Rate is treated as a
distribution to any U.S. Alien Holder which is subject to withholding tax, the Corporation (or the Transfer Agent or any paying
agent on behalf of the Corporation) may set off any withholding tax that is required to be collected with respect to such deemed
distribution against cash payments and other distributions otherwise deliverable to such Holder.
(f) No adjustment in any Conversion Rate will be required unless the adjustment would require an increase or decrease of at
least 1% of the Conversion Rate. If the adjustment is not made because the adjustment does not change the Conversion Rate by at
least 1%, then the adjustment that is not made will be carried forward and taken into account and included in any future
adjustment. All required calculations will be made to the nearest cent or 1/10,000th of a share. Notwithstanding the foregoing, all
adjustments not previously made shall have effect with respect to any Conversion. No adjustment to the Conversion Rates need be
made if Holders may participate in the transaction that would otherwise give rise to such adjustment, so long as the distributed
assets or securities the Holders would receive upon conversion of shares of Series A Preferred Stockif such assets or securities
are convertible, exchangeable or exercisableare convertible, exchangeable or exercisable, as applicable, without any loss of rights
or privileges for a period of at least 45 days following conversion of shares of Series A Preferred Stock.
(g) The applicable Conversion Rate shall not be adjusted:
(A)

upon the issuance of any shares of Common Stock pursuant to any present or future plan providing for the
reinvestment of dividends or interest payable on the Corporations securities and the investment of additional optional
amounts in the Common Stock under any plan;

(B)

upon the issuance of any shares of Common Stock or options or rights to purchase those shares pursuant to any
present or future employee, director or consultant benefit plan, employee agreement or arrangement or program of the
Corporation;

(C)

upon the issuance of any shares of Common Stock pursuant to any option, warrant, right, or exercisable, exchangeable
or convertible security outstanding as of the Issue Date;

(D)

as a result of payment of regular quarterly dividends on the Common Stock not in excess of $0.01 per share (the
Dividend Threshold Amount);

(E)

for a change in the par value of the Common Stock; or

(F)

as a result of a tender offer made solely to holders of fewer than 100 shares of the Common Stock.
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(h) The Corporation shall have the power to resolve any ambiguity and its action in so doing, as evidenced by a resolution of
the Board, shall be final and conclusive unless clearly inconsistent with the intent hereof.
(i) Whenever the Conversion Rate is to be adjusted, the Corporation shall: (i) compute such adjusted Conversion Rate and
prepare and transmit to the Transfer Agent an Officers Certificate setting forth such adjusted Conversion Rate, the method of
calculating the adjusted Conversion Rate in reasonable detail and the facts requiring such adjustment; (ii) as soon as practicable
following the determination of a revised Conversion Rate, provide, or cause to be provided, a written notice to the Holders of
shares of Series A Preferred Stock of the occurrence of such event, a statement setting forth such revised Conversion Rate, the
method of calculating the adjusted Conversion Rate in reasonable detail and the facts requiring such adjustment. Failure to deliver
such notice shall not affect the legality or validity of any such adjustment.
Section 7. Reorganization Events.
(a) In the event that any of the following events occurs prior to any Conversion Date:
(i)

any consolidation or merger of the Corporation with or into another Person (other than a merger or consolidation in which the
Corporation is the continuing corporation and in which the shares of Common Stock outstanding immediately prior to the
merger or consolidation are not exchanged for cash, securities or other property of the Corporation or another Person),

(ii) any sale, transfer, lease or conveyance to another Person of all or substantially all of the Corporations property and assets, or
(iii) any reclassification of the Common Stock into securities including securities other than the Common Stock (any such event
specified in paragraphs (a) through (c) of this Section 7, a Reorganization Event),
then each share of Series A Preferred Stock outstanding immediately prior to such Reorganization Event shall, without the consent of
the Holders thereof, remain outstanding but shall at each Holders option, subject to the applicable rules of Nasdaq Global Market or
any other national securities exchange or automated quotation system where the Common Stock is listed and other applicable laws and
regulations, upon the effective date and time (Reorganization Effective Time) of such Reorganization Event, be convertible into the
kind of securities, cash and other property receivable in such Reorganization Event (without any interest thereon and without any right
to dividends or distributions thereon which have a record date that is prior to the Reorganization Event) per share of Common Stock (the
Exchange Property) as if the Holder of such share of Series A Preferred Stock had converted such share into common equity (voting
and nonvoting) immediately prior to such Reorganization Event and exercised his rights of election, if any, as to the kind or amount of
securities, cash and other property receivable upon such Reorganization Event (provided that if the kind or amount of securities, cash
and other property receivable upon such Reorganization Event is not the same for each share of Common Stock held immediately prior
to such Reorganization Event and in respect of which such rights of election shall have been exercised (Electing Share), then, for the
purpose of this Section 7 the kind and amount of securities, cash and other property receivable upon such Reorganization Event by the
holder of each Electing Share shall be deemed to be the weighted average of the kinds and amounts so receivable per share by the
holders of the Electing Shares; provided further that at the election of the Holder, any securities issued with respect to the underlying
Nonvoting Common Stock shall be nonvoting under the resulting institutions organizational documents to the same extent as the
Nonvoting Common Stock is nonvoting and the Corporation shall make appropriate provisions and take such other actions necessary to
ensure that such nonvoting securities will have substantially the same rights and benefits as the Nonvoting Common Stock, including
the right to convert nonvoting common stock into common stock). The amount of Exchange Property receivable upon any
Reorganization Event shall be determined based upon the Conversion Rate in effect on such Reorganization Effective Time.
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The above provisions of this Section 7 shall similarly apply to successive Reorganization Events and the provisions of Section 8
shall apply to any shares of capital stock of the Corporation (or any successor) received by the holders of Common Stock in any such
Reorganization Event.
The Corporation (or any successor) shall, within 20 days of the Reorganization Effective Time of any Reorganization Event,
provide written notice to the Holders of the occurrence of such event and of the kind and amount of the cash, securities or other property
that constitute the Exchange Property. Failure to deliver such notice shall not affect the operation or effect of this Section 7.
The Corporation shall not enter into any agreement for a transaction constituting a Reorganization Event unless such agreement
provides for or does not interfere with or prevent (as applicable) conversion of the Series A Preferred Stock into the Exchange Property
in a manner that is consistent with and gives effect to this Section 7.
Section 8. Reservation of Common Stock.
(a) Following the receipt of the Shareholder Approvals, the Corporation shall at all times reserve and keep available out of its
authorized and unissued Common Stock and Nonvoting Common Stock or shares of either held in the treasury of the Corporation,
solely for issuance upon the conversion of shares of Series A Preferred Stock as herein provided, free from any preemptive or
other similar rights, such number of shares of Common Stock and Nonvoting Common Stock as shall from time to time be
issuable upon the conversion of all the shares of Series A Preferred Stock then outstanding. For purposes of this Section 8(a), the
number of shares of Common Stock and Nonvoting Common Stock that shall be deliverable upon the conversion of all
outstanding shares of Series A Preferred Stock shall be computed as if at the time of computation all such outstanding shares were
held by a single Holder.
(b) Notwithstanding the foregoing Section 8(a), the Corporation shall be entitled to deliver upon conversion of shares of
Series A Preferred Stock, as herein provided, shares of Common Stock and/or Nonvoting Common Stock reacquired and held in
the treasury of the Corporation (in lieu of the issuance of authorized and unissued shares of Common Stock or Nonvoting
Common Stock), so long as any such treasury shares are free and clear of all liens, claims, charges, security interests or
encumbrances (other than liens, claims, charges, security interests and other encumbrances, if any, created by the Holders)
(Liens).
(c) All shares of Common Stock and Nonvoting Common Stock delivered upon conversion of the Series A Preferred Stock
shall, upon issuance, be duly authorized, validly issued, fully paid and non-assessable, free and clear of all Liens.
(d) Prior to the delivery of any securities that the Corporation shall be obligated to deliver upon conversion of the Series A
Preferred Stock, the Corporation shall use its reasonable best efforts to comply with all federal and state laws and regulations
thereunder requiring the registration of such securities with, or any approval of or consent to the delivery thereof by, any
governmental or regulatory authority.
(e) The Corporation hereby covenants and agrees that, if at any time the Common Stock shall be listed on the Nasdaq Global
Market or any other national securities exchange or automated quotation system, the Corporation shall, if permitted by the rules of
such exchange or automated quotation system, list and keep listed, so long as the Common Stock shall be so listed on such
exchange or automated quotation system, all Common Stock issuable upon conversion of the Series A Preferred Stock; provided,
however, that if the rules of such exchange or automated quotation system permit the Corporation to defer the listing of such
Common Stock until the Conversion of shares of Series A Preferred Stock into Common Stock in accordance with the provisions
hereof, the Corporation covenants to list such Common Stock issuable upon conversion of shares of Series A Preferred Stock in
accordance with the requirements of such exchange or automated quotation system at such time.
Section 9. Fractional Shares.
(a) No fractional shares of Common Stock or Nonvoting Common Stock shall be issued as a result of the Conversion of
shares of Series A Preferred Stock.
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(b) In lieu of any fractional share of Common Stock or Nonvoting Common Stock otherwise issuable in respect of any
Conversion, the Corporation shall at its option either (i) issue to such Holder an amount of shares rounded up to the next whole
share of Common Stock or Nonvoting Common Stock or (ii) pay an amount in cash (computed to the nearest cent) equal to the
same fraction of the Current Market Price of the Common Stock as of the end of the Trading Day preceding the Conversion Date.
(c) If more than one share of the Series A Preferred Stock is surrendered for conversion at one time by or for the same
Holder, the number of full shares of Common Stock or Nonvoting Common Stock issuable upon conversion thereof shall be
computed on the basis of the aggregate number of shares of the Series A Preferred Stock so surrendered.
Section 10. Liquidation Rights.
(a) Voluntary or Involuntary Liquidation. In the event of any liquidation, dissolution or winding up of the affairs of the
Corporation, whether voluntary or involuntary, prior to the Mandatory Conversion Date, each Holder of shares of Series A
Preferred Stock shall be entitled to receive for each share of Series A Preferred Stock, out of the assets of the Corporation or
proceeds thereof (whether capital, surplus or other) available for distribution to shareholders of the Corporation, subject to the
rights of any creditors of the Corporation, before any distribution of such assets or proceeds is made to or set aside for the holders
of Common Stock and any other Junior Stock of the Corporation, payment in full in an amount equal to the sum of (i) Liquidation
Amount per share of Series A Preferred Stock and (ii) any declared and unpaid dividends on such share to the extent provided in
Section 4 (all such amounts collectively, the Liquidation Preference).
(b) Partial Payment. If any distribution described in Section 10(a) of the Corporations assets or the proceeds thereof are not
sufficient to pay in full the amounts payable with respect to all outstanding shares of Series A Preferred Stock and the
corresponding amounts payable with respect of any other Corporation capital stock ranking equally with Series A Preferred Stock
as to such distribution, Holders of Series A Preferred Stock and the holders of such other stock shall share ratably in any such
distribution in proportion to the full respective distributions (including, if applicable, dividends on such amount) to which they are
entitled.
(c) Residual Distributions. If the Liquidation Preference has been paid in full to all Holders of Series A Preferred Stock and
the corresponding amounts payable with respect of any other Corporation capital stock ranking equally with Series A Preferred
Stock as to such distribution has been paid in full, the Holders of the Series A Preferred Stock will have no right or claim to any of
the remaining assets of the Corporation (or the proceeds thereof).
(d) Merger, Consolidation and Sale of Assets Not a Liquidation. For purposes of this Section 10, a Reorganization Event,
including, without limitation, the merger or consolidation of the Corporation with any other corporation or other entity, including a
merger or consolidation in which the Holders of shares of Series A Preferred Stock receive cash, securities or other property for
their shares, or the sale, lease, or exchange (for cash, securities or other property) or pledge of all or substantially all of the assets
of the Corporation, shall not constitute a liquidation, dissolution or winding up of the Corporation.
(e) Upon and following the Mandatory Conversion Date, the outstanding shares of Series A Preferred Stock shall have a
Liquidation Preference of zero and shall have the same priority as the Common Stock, and the holders of Series A Preferred Stock
shall participate on a pari passu basis with the holders of Common Stock in any liquidation, dissolution or winding up of the affairs
of the Corporation, based upon the number of shares of Common Stock into which shares of Series A Preferred Stock are then
convertible.
Section 11. No Sinking Fund, etc. The shares of Series A Preferred Stock will not be subject to any mandatory redemption,
sinking fund or other similar provisions. Holders of shares of Series A Preferred Stock will have no right to require the Corporation to
redeem or repurchase any shares of Series A Preferred Stock.
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Section 12. Status of Repurchased Shares. Shares of Series A Preferred Stock that are converted into Common Stock or
repurchased or otherwise acquired by the Corporation shall revert to authorized but unissued shares of Preferred Stock undesignated as
to series (provided that any such cancelled shares of Series A Preferred Stock may be reissued only as shares of any series of Preferred
Stock other than Series A Preferred Stock).
Section 13. Voting Rights.
(a) General. The Holders of shares of Series A Preferred Stock shall not have any voting rights except as set forth below or as
otherwise from time to time required by law. Holders of shares of Series A Preferred Stock will be entitled to one vote for each
such share on any matter on which Holders of shares of Series A Preferred Stock are entitled to vote, including any action by
written consent.
(b) Voting Rights as to Particular Matters. So long as any shares of Series A Preferred Stock are outstanding, in addition to
any other vote or consent of shareholders required by law or by the Articles, the affirmative vote or consent of the Holders of at
least 66 2/3% of the shares of Series A Preferred Stock at the time outstanding, voting as a separate class, given in person or by
proxy, by vote at any meeting called for the purpose, shall be necessary for effecting or validating:
(i)

Authorization of Senior Stock. Any amendment or alteration of the Articles or any articles of amendment thereto to authorize
or create or increase the authorized amount of, or any issuance of, any shares of, or any securities convertible into or
exchangeable or exercisable for shares of, any class or series of Corporation capital stock Corporation ranking senior to the
Series A Preferred Stock with respect to either or both the payment of dividends and/or the distribution of assets on any
liquidation, dissolution or winding up of the Corporation;

(ii) Amendment of Series A Preferred Stock. Any amendment, alteration or repeal of any provision of the Articles or these
Articles of Amendment thereto (including, unless no vote on such merger, consolidation or other transaction is required by
clause (iii) below, any amendment, alteration or repeal by means of a merger, consolidation or otherwise) so as to
significantly and adversely affect the rights, preferences, privileges or voting powers of shares of Series A Preferred Stock; or
(iii) Share Exchanges, Reclassifications, Mergers and Consolidations. Any Reorganization Event, which shall include, without
limitation, a binding statutory share exchange or reclassification involving the shares of Series A Preferred Stock, or a merger
or consolidation of the Corporation with another corporation or other entity, unless in each case (x) the shares of Series A
Preferred Stock remain outstanding or, in the case of any such merger, consolidation or statutory share exchange with respect
to which the Corporation is not the surviving or resulting entity, are converted into or exchanged for preference securities of
the surviving or resulting entity or its ultimate parent, and (y) such shares remaining outstanding or such preference
securities, as the case may be, have such rights, preferences, privileges and voting powers, and limitations and restrictions
thereof, taken as a whole, as are not materially less favorable to the holders thereof than the rights, preferences, privileges
and voting powers, and limitations and restrictions thereof, of shares of Series A Preferred Stock immediately prior to such
consummation, taken as a whole; provided, however, any changes described in Sections 13(b)(i) or (ii) in connection with or
as a result of a Reorganization Event or other event described in Section 13(b)(iii) shall require the vote 66 2/3% of the
Holders of the Series A Preferred Stock at the time outstanding, voting as a separate class;
provided further, however, that for all purposes of this Section 13(b), the creation and issuance, or an increase in the authorized or issued
amount, whether pursuant to preemptive or similar rights or otherwise, of any other series of Preferred Stock, or any securities
convertible into or exchangeable or exercisable for any other series of Preferred Stock, ranking equally with and/or junior to Series A
Preferred Stock with respect to the payment of dividends (whether such dividends are cumulative or noncumulative) and the distribution
of assets upon liquidation, dissolution or winding up of the Corporation will not be deemed to adversely affect the rights, preferences,
privileges or voting powers, and shall not require the affirmative vote or consent of, the Holders of outstanding shares of the Series A
Preferred Stock.
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(c) Procedures for Voting and Consents. The rules and procedures for calling and conducting any meeting of the Holders of
Series A Preferred Stock (including, without limitation, the fixing of a record date in connection therewith), the solicitation and
use of proxies at such a meeting, the obtaining of written consents and any other aspect or matter with regard to such a meeting or
such consents shall be governed by any rules of the Board of Directors, in its discretion, may adopt from time to time, which rules
and procedures shall conform to the requirements of the Corporations Articles, the Corporations Bylaws and applicable law and
the rules of Nasdaq or any national securities exchange or other trading facility, if any, on which Series A Preferred Stock is listed
or traded at the time.
Section 14. Record Holders. To the fullest extent permitted by applicable law, the Corporation and the Transfer Agent may deem
and treat the Record Holder of any share of Series A Preferred Stock as the true and lawful owner thereof for all purposes, and neither
the Corporation nor such transfer agent shall be affected by any notice to the contrary.
Section 15. Notices. All notices or communications in respect of Series A Preferred Stock shall be sufficiently given if given in
writing and delivered in person, by overnight courier, or by first class mail, postage prepaid, or if given in such other manner as may be
permitted in these Articles of Amendment, in the Articles or Bylaws or by applicable law. Notwithstanding the foregoing, if shares of
Series A Preferred Stock are issued in book-entry form through DTC or any similar facility, such notices may be given to the Holders of
Series A Preferred Stock in any manner permitted by or customarily used by such facility and its participants.
Section 16. No Preemptive Rights; No Redemption Rights. No share of Series A Preferred Stock shall have any preemptive
rights whatsoever under the Articles and these Articles of Amendment as to any securities of the Corporation, or any warrants, rights or
options issued or granted with respect thereto, regardless of how such securities, or such warrants, rights or options, may be designated,
issued or granted. No holder of shares of Series A Preferred Stock shall have at any time the right to put such shares of Series A
Preferred Stock to the Corporation or to have the Corporation redeem any shares of Series A Preferred Stock.
Section 17. Redemption by the Corporation. The Series A Preferred Stock shall not be redeemable by the Corporation. In all
events, any repurchase or redemption of Series A Preferred Stock shall be subject to the prior approval of the Corporations primary
federal banking regulator, if required by applicable law or regulation or if such approval is a requirement to the Series A Preferred Stock
being classified as Tier 1 capital (or the equivalent) for bank regulatory purposes, together with any other required regulatory approvals.
Section 18. Replacement Stock Certificates. If any of the Series A Preferred Stock Certificates shall be mutilated, lost, stolen or
destroyed, the Corporation shall, at the expense of the Holder, issue, in exchange and in substitution for and upon cancellation of the
mutilated Series A Preferred Stock Certificate, or in lieu of and substitution for the Series A Preferred Stock Certificate lost, stolen or
destroyed, a new Series A Preferred Stock Certificate of like tenor and representing an equivalent amount of shares of Series A
Preferred Stock, but only upon receipt of evidence of such loss, theft or destruction of such Series A Preferred Stock Certificate and
indemnity, if requested, satisfactory to the Corporation and the Transfer Agent.
Section 19. Transfer Agent, Registrar, Conversion and Dividend Paying Agent. The duly appointed transfer agent, registrar,
conversion and dividend paying agent for shares of Series A Preferred Stock shall be the Transfer Agent. The Corporation may, in its
sole discretion, remove the Transfer Agent in accordance with the agreement between the Corporation and the Transfer Agent; provided
that the Corporation shall appoint a successor transfer agent who shall accept such appointment prior to the effectiveness of such
removal. Upon any such removal or appointment, the Corporation shall send notice thereof by first-class mail, postage prepaid, to the
Holders of shares of Series A Preferred Stock.
Section 20. Form. The Series A Preferred Stock shall be issued in the form of one or more definitive shares in fully registered
form in substantially the form attached hereto as Exhibit A (each, a Series A Preferred Stock Certificate), which is hereby
incorporated in and expressly made a part of these Articles of Amendment. Each
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Series A Preferred Stock Certificate shall reflect the number of shares of Series A Preferred Stock represented thereby, and may have
notations, legends or endorsements required by applicable law, applicable Nasdaq or other securities exchange or DTC rules and
arrangements, agreements to which the Corporation is subject, if any, (provided that any such notation, legend or endorsement is in a
form acceptable to the Corporation). Each Series A Preferred Stock Certificate shall be registered in the name or names of the Person or
Persons specified by the Corporation in a written instrument to the Transfer Agent.
Two duly authorized officers of the Corporation shall sign each Series A Preferred Stock Certificate for the Corporation, in
accordance with the Corporations Bylaws and applicable law, by manual or facsimile signature. If an officer whose signature is on a
Series A Preferred Stock Certificate no longer holds that office at the time the Transfer Agent countersigned the Series A Preferred
Stock Certificate, the Series A Preferred Stock Certificate shall be valid nevertheless. A Series A Preferred Stock Certificate shall not be
valid until an authorized signatory of the Transfer Agent manually countersigns Series A Preferred Stock Certificate. Each Series A
Preferred Stock Certificate shall be dated the date of its countersignature.
Section 21. Stock Transfer and Stamp Taxes. The Corporation shall pay any and all stock transfer and documentary stamp taxes
that may be payable in respect of any initial issuance or delivery of shares of Series A Preferred Stock or shares of Common Stock or
other securities issued on account of Series A Preferred Stock pursuant hereto or certificates representing such shares or securities. The
Corporation shall not, however, be required to pay any such tax that may be payable in respect of any transfer involved in the issuance
or delivery of shares of Series A Preferred Stock or Common Stock or other securities in a name other than that in which the shares of
Series A Preferred Stock with respect to which such shares or other securities are issued or delivered were registered, or in respect of
any payment to any person other than a payment to the Holder thereof, and shall not be required to make any such issuance, delivery or
payment unless and until the person otherwise entitled to such issuance, delivery or payment has paid to the Corporation the amount of
any such tax or has established, to the satisfaction of the Corporation, that such tax has been paid or is not payable.
Section 22. Other Rights. The shares of Series A Preferred Stock shall not have any rights, preferences, privileges or voting
powers or relative, participating, optional or other special rights, or qualifications, limitations or restrictions thereof, other than as set
forth herein, or in the Articles or as provided by applicable law.
III.
These Articles of Amendment were duly adopted by the Board of Directors on December 19, 2012 and shareholder action was not
required.
[Signature Page to Follow]
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IN WITNESS WHEREOF, the Corporation has authorized and caused these Articles of Amendment to be signed by its President
and Chief Executive Officer as of December 27, 2012.
JACKSONVILLE BANCORP, INC.
By:

/s/ Stephen C. Green

Name: Stephen C. Green
Title: President and Chief Executive Officer
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Exhibit A
Number
PA [ ]

Shares
[Number of Shares]
JACKSONVILLE BANCORP, INC.

INCORPORATED UNDER THE LAWS OF THE STATE OF FLORIDA
THIS CERTIFIES THAT

NAME

is the owner of

[NUMBER OF SHARES]

FULLY PAID AND NON-ASSESSABLE SHARES OF MANDATORILY CONVERTIBLE, NONCUMULATIVE, NONVOTING,
PERPETUAL PREFERRED STOCK, SERIES A, $0.01 PAR VALUE OF
JACKSONVILLE BANCORP, INC.,
transferable on the books of the Corporation by the holder hereof, in person or by duly authorized attorney, upon surrender of this
Certificate properly endorsed. This Certificate and the shares represented hereby are issued and shall be subject to all of the provisions
of the Articles of Incorporation, as amended, and By-laws of the Corporation as now or hereafter amended to all of which the holder
hereof by acceptance hereby assents.
This certificate is not valid unless countersigned by the Transfer Agent.
WITNESS the facsimile seal of the Corporation and the facsimile signatures of its duly authorized officers.
Dated:

COUNTERSIGNED AND REGISTERED
Registrar and Transfer Company

PRESIDENT & CHIEF EXECUTIVE
OFFICER

TRANSFER AGENT AND REGISTRAR

[CORPORATE SEAL]

By:

CORPORATE SECRETARY

Authorized Signature
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JACKSONVILLE BANCORP, INC.
THE SECURITIES REPRESENTED BY THIS INSTRUMENT ARE NOT DEPOSITS OR OTHER OBLIGATIONS OF A
BANK AND ARE NOT INSURED BY THE FDIC OR ANY OTHER GOVERNMENTAL AGENCY.
THE CORPORATION WILL FURNISH WITHOUT CHARGE TO EACH STOCKHOLDER OF THE CORPORATION WHO
SO REQUESTS THE POWERS, DESIGNATIONS, PREFERENCES AND RELATIVE PARTICIPATING, OPTIONAL OR SPECIAL
RIGHTS OF EACH CLASS OF STOCK OR SERIES THEREOF OF THE CORPORATION AND THE QUALIFICATIONS,
LIMITATIONS OR RESTRICTIONS OF SUCH PREFERENCES AND/OR RIGHTS. SUCH REQUEST SHOULD BE ADDRESSED
TO THE CORPORATION OR THE TRANSFER AGENT.
THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED, OR SECURITIES LAWS OF ANY STATE AND MAY NOT BE SOLD,
TRANSFERRED, ASSIGNED, PLEDGED, HYPOTHECATED OR OTHERWISE DISPOSED OF EXCEPT PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT RELATING THERETO UNDER SUCH ACT AND APPLICABLE STATE
SECURITIES LAWS OR PURSUANT TO AN AVAILABLE EXEMPTION FROM REGISTRATION UNDER SUCH ACT OR
SUCH LAWS.
THE SECURITIES REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO TRANSFER AND OTHER
RESTRICTIONS SET FORTH IN A STOCK PURCHASE AGREEMENT, EFFECTIVE AS OF THE EFFECTIVENESS DATE
THEREOF, COPIES OF WHICH ARE ON FILE WITH THE SECRETARY OF THE CORPORATION AT THE CORPORATIONS
PRINCIPAL EXECUTIVE OFFICES.
The following abbreviations, when used in the inscription on the face of this certificate, shall be construed as though they were
written out in full according to applicable laws or regulations:
TEN COM - as tenants in common

UNIF GIFT MIN ACT (Cust)
under Uniform Gifts to Minors Act

Custodian
(Minor)
(State)

TEN ENT - as tenants by the entireties
JT TEN - as joint tenants with right of survivorship and not as tenants in common
Additional abbreviations may also be used though not in the above list.
PLEASE INSERT SOCIAL SECURITY OR
OTHER
IDENTIFYING NUMBER OF ASSIGNEE
For value received,
do hereby sell, assign and transfer unto
Shares of the Mandatorily Convertible
Noncumulative Nonvoting Preferred Stock, Series A, represented by the within Certificate, and do hereby irrevocably constitute and
appoint
Attorney to transfer the Shares on the books of the within-named Corporation with full power of substitution in the
premises.
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Dated:

THE SIGNATURE(S) SHOULD BE
GUARANTEED BY
AN ELIGIBLE GUARANTOR INSTITUTION
WITH MEMBERSHIP IN AN APPROVED
SIGNATURE GUARANTEE MEDALLION PROGRAM
PURSUANT TO S.E.C. RULE 17Ad-15 UNDER THE
SECURITIES EXCHANGE ACT OF 1934, AS
AMENDED.
Notice: The signature(s) to this assignment must
correspond with the name(s) as written upon the face of the
certificate, in every particular, without alternation or
enlargement, or any change whatever.

SIGNATURE GUARANTEED BY:
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APPENDIX C
EXECUTION VERSION
AMENDED AND RESTATED
STOCK PURCHASE AGREEMENT
BY AND AMONG
JACKSONVILLE BANCORP, INC.,
CAPGEN CAPITAL GROUP IV LP
AND EACH OF THE OTHER
INVESTORS NAMED HEREIN
DATED AS OF
December 31, 2012
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AMENDED AND RESTATED
STOCK PURCHASE AGREEMENT
THIS AMENDED AND RESTATED STOCK PURCHASE AGREEMENT, dated as of December 31, 2012 (collectively with all
schedules and exhibits hereto, this Agreement), is by and among JACKSONVILLE BANCORP, INC., a Florida corporation (the
Company), and CAPGEN CAPITAL GROUP IV LP, a Delaware limited partnership (CapGen), and each of the respective other
investors set forth on the signature pages to this Agreement (collectively, with CapGen, the Investors).
The Company is a bank holding company that is the sole shareholder of The Jacksonville Bank, a Florida state-chartered
commercial bank (the Bank).
The Company has offered, in a private placement, to issue and sell to the Investors, and the Investors seek to purchase, an
aggregate of 50,000 shares of the Companys Mandatorily Convertible, Noncumulative, Nonvoting Perpetual Preferred Stock, Series A,
liquidation preference $1,000.00 per share, of the Company (the Preferred Stock), at a purchase price of $1,000.00 per share (the
Share Price) on the terms and subject to the conditions set forth in this Agreement (the Private Placement). The Private Placement
includes shares of Preferred Stock offered to directors and executive officers of the Company and other related persons at the same price
as to Investors.
The Preferred Stock will have the terms set forth in the articles of amendment to the Companys amended and restated articles of
incorporation, as amended (Articles of Incorporation) designating the Preferred Stock in the form attached hereto as Schedule I (the
Preferred Stock Designation). The Company will file the Preferred Stock Designation with the Florida Secretary of State prior to and
as a condition to the closing (the Closing) of the Private Placement. The Preferred Stock will be, subject to shareholder approval and
as provided herein, mandatorily convertible into shares of the Companys common stock, par value $0.01 per share (the Common
Stock) and nonvoting common stock, par value $0.01 per share (the Nonvoting Common Stock), subject to and in accordance with
the terms and conditions of the Preferred Stock Designation.
The shares of Preferred Stock to be sold in the Private Placement are collectively referred to as the Purchased Shares. The shares
of Common Stock and Nonvoting Common Stock into which the Purchased Shares are to be convertible, as well as the shares of
Common Stock into which the shares of Nonvoting Common Stock are convertible, are referred as the Underlying Shares and the
Underlying Shares and the Purchased Shares are referred to, collectively, as the Securities. The mandatory conversion of the Preferred
Stock into Common Stock and Nonvoting Common Stock is referred to herein as the Conversion.
CapGen provided $5 million of additional capital to the Company on September 27, 2012, pursuant to a Subscription Agreement
with the Company, dated September 27, 2012, for the purchase and sale of 5,000 shares of the Companys Noncumulative, Nonvoting,
Perpetual Preferred Stock, Series B, par value $.01 per share (the Series B Preferred Stock), at a purchase price of $1,000 per share.
Pursuant to an Exchange Agreement, dated as of September 27, 2012 and amended and restated as of the date hereof, between the
Company and CapGen (the Exchange Agreement) in the form attached hereto as Schedule II, the Company agreed to exchange (the
Exchange) all of CapGens shares of Series B Preferred Stock for shares of Preferred Stock. The Exchange will be made
simultaneously with the issuance of the Preferred Stock pursuant to this Agreement.
The number of Purchased Shares to be bought by each Investor hereunder is set forth on such Investors signature page. Each of
CapGen and the other Investors are acting separately.
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In consideration of the premises, and other good and valuable consideration, the receipt of which is acknowledged, the parties,
intending to be legally bound, agree as follows:
ARTICLE I.
PURCHASE AND SALE OF THE PURCHASED SHARES
Section 1.01. Issuance, Sale and Delivery of the Purchased Shares. Subject to the terms and conditions set forth in this Agreement,
at the Closing, the Company shall issue, sell and deliver to each Investor, and each Investor shall, severally and not jointly, purchase
from the Company, the respective number of Purchased Shares set forth on such Investors signature page, free and clear of all liens,
pledges, security interests, adverse claims, charges and other encumbrances (Liens), other than those placed thereon by or on behalf
of an Investor with respect solely to such Investors Purchased Shares (such issuance, sale and purchase of the Purchased Shares, along
with the other commitments by each party to the others set forth in this Agreement, the Transaction).
Section 1.02. Closing. The Closing of the Private Placement shall be held at a mutually agreeable location upon satisfaction (or
waiver, if applicable) of all conditions to Closing; provided that the closing date (Closing Date) may not occur prior to the end of the
ten Business Days or such shorter period of not less than five Business Days acceptable to each Investor, including CapGen,
commencing upon the issuance of a notice by CapGen to its investors to call funds required to purchase the Purchased Shares that
CapGen is acquiring (the Investor Call). The Company and the Investors will cooperate and use their respective commercially
reasonable best efforts to close the Private Placement, subject to the terms and conditions hereof, as soon as practicable. At the Closing,
subject to the terms and conditions hereof, the Company shall issue and deliver to each Investor the number of Purchased Shares set
forth on such Investors signature page in accordance with Section 1.01 in certificate form or in uncertificated book-entry form pursuant
to instructions of such Investor provided to the Company at least three Business Days in advance of the Closing Date.
Section 1.03. Escrow. The parties, other than the Excluded Shareholders, shall use commercially reasonable efforts to enter into
an escrow agreement with SunTrust Bank (the Escrow Agent) in substantially the form attached as Schedule III (the Escrow
Agreement). The Escrow Agreement will provide that (a) no later than noon (Eastern Time) on the Business Day immediately
preceding the Closing, each Investor other than an Excluded Shareholder shall deposit into escrow (the Escrow Fund) by wire transfer
of immediately available funds the respective Purchase Price for the Purchased Shares to be purchased by such Investor, and (b) the
Escrow Fund shall be disbursed to the Company subject to, and in accordance with, the terms as set forth in this Agreement.
Section 1.04. Payment of Purchase Price. As payment in full for the Purchased Shares, on the Closing Date, upon receipt of the
Purchased Shares, each Investor shall deliver to the Company (via disbursement from the Escrow Fund as provided in Section 1.04 or
directly from an Excluded Shareholder or otherwise as required by the Investment Company Act of 1940 or SEC rules thereunder) an
amount equal to $1,000.00 per Purchased Share to be acquired by each Investor hereunder (such aggregate amount, the Purchase
Price). Payment of the aggregate Purchase Price referenced in the immediately preceding sentence shall be made through a
disbursement by the Escrow Agent from the Escrow Fund to the Company and as directed by the Company, or with respect to an
Excluded Shareholder, shall be made in funds immediately available to the Company by wire transfer on the Closing Date, after all
applicable conditions to Closing contained in this Agreement have been satisfied or waived by the relevant parties.
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ARTICLE II.
REPRESENTATIONS AND WARRANTIES OF THE COMPANY
The Company represents and warrants to each Investor, as of the date hereof and as of the Closing Date (except to the extent such
representations and warranties are limited expressly to an earlier specific date, in which case such representations and warranties were
accurate on and as of such specified date) as follows and understands that each Investor is relying on these representations and
warranties:
Section 2.01. Organization and Standing.
(a) The Company is a corporation duly organized, validly existing and in good standing under the laws of the State of Florida
and is registered as a bank holding company under the Bank Holding Company Act of 1956, as amended (the BHCA). The Company
is duly qualified to do business and is in good standing as a foreign corporation in each jurisdiction where the ownership or operation of
its assets or properties or conduct of its business requires such qualification, except where the failure to be so qualified or in good
standing is not reasonably likely to have, individually or in the aggregate, a Material Adverse Effect.
(b) Schedule IV sets forth all Subsidiaries of the Company. The Company owns, directly or indirectly, all of the capital stock
of, or other ownership interests in (except the outstanding trust preferred interests in the Companys statutory trust Subsidiaries), each
Subsidiary free and clear of any and all Liens, and all the issued and outstanding shares of capital stock of, or other ownership interests
in, each Subsidiary are validly issued and are fully paid, non-assessable and free of preemptive and similar rights to subscribe for or
purchase securities. The Companys principal Subsidiary and sole banking Subsidiary is the Bank. Each Subsidiary is duly organized,
validly existing and in good standing under the laws of its jurisdiction of organization or incorporation. Each Subsidiary is duly
qualified to do business and is in good standing as a foreign corporation in each jurisdiction where the ownership or operation of its
assets or properties or conduct of its business requires such qualification, except where the failure to be so qualified or in good standing
is not reasonably likely to have, individually or in the aggregate, a Material Adverse Effect. The Banks deposits are insured by the
FDIC, and all FDIC insurance premiums and assessments required to be paid have been paid when due.
Section 2.02. Corporate Power. Each of the Company and each Subsidiary has all requisite power and authority (corporate and
other) to carry on its business as it is now being conducted, and to own, lease or operate all its properties and assets. The Company has
all requisite corporate power and authority and, subject to obtaining the Shareholder Approvals and the filing of the Preferred Stock
Designation and the Share Increase Amendment with the Florida Secretary of State, has taken all corporate action necessary in order to
execute, deliver and perform its obligations under this Agreement and to consummate the Transaction (including the Private Placement
and the issuance of the Securities).
Section 2.03. Corporate Authority.
(a) This Agreement has been duly executed and delivered by the Company and, assuming the due authorization, execution
and delivery of this Agreement by the Investors, this Agreement is a valid and legally binding agreement of the Company, enforceable
against the Company in accordance with its terms, subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer
and similar laws of general applicability relating to or affecting creditors rights or to general equity principles.
(b) The Board or a duly authorized committee thereof (at a meeting or meetings duly called and held or by written consent)
unanimously (i) determined that this Agreement and the Transaction (including the Private Placement and the issuance of the Securities)
are advisable and fair to and in the best interests of, the shareholders of the Company; (ii) directed that each of the following items (the
Proposals) be submitted to the Companys shareholders for approval (collectively, the Shareholder Approvals): (A) the amendment
of the Articles of Incorporation to increase the number of authorized shares of Common Stock and to authorize the Nonvoting Common
Stock, as substantially set forth in Schedule V (the Capital Amendment), (B) the issuance
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of the shares of Common Stock and Nonvoting Common Stock upon conversion of the Preferred Stock, (C) the amendment to the 2008
Amendment and Restatement of the Jacksonville Bancorp, Inc. 2006 Stock Incentive Plan (the Stock Incentive Plan) as substantially
set forth in Schedule VI (the Incentive Plan Amendment) to increase the number of shares authorized thereunder to a number of
shares of Common Stock equal to up to 7.0% of the shares of Common Stock and Nonvoting Common Stock issuable upon conversion
of the Preferred Stock, in order to provide for, among other things, all equity awards to Stephen C. Green and Margaret A. Incandela not
to exceed, in the aggregate, 3.50% of the shares of Common Stock and Nonvoting Common Stock issuable upon conversion of the
Preferred Stock, and (D) an amendment to the Articles of Incorporation to effect, following the Closing, a reverse stock split of the
outstanding shares of the Companys common stock at a ratio of up to 1-for-20 (the Reverse Stock Split), with the exact ratio and
timing as determined in the Boards discretion; (iii) resolved to recommend that such shareholders approve each of the Proposals (such
recommendation, the Company Board Recommendation) and (iv) amended, with the approval of the sole holder of the outstanding
shares of Series B Preferred Stock, the Articles of Designation establishing the Series B Preferred Stock to eliminate any features
inconsistent with it being noncumulative for regulatory capital purposes (the Series B Preferred Stock Amendment), in
substantially the form attached as Schedule VII. After giving effect to the Board actions described in this Section 2.03(b), no U.S.
federal or state moratorium, control share acquisition, business combination, fair price or other form of anti-takeover laws or
regulations (such laws or regulations, Takeover Laws) are applicable to the execution, delivery or performance of this Agreement or
the consummation of the Transaction (including the Private Placement and the issuance of the Securities). The Company has no
shareholder rights plan, poison pill or similar arrangement relating to accumulations of beneficial ownership of Common Stock or a
change in control of the Company.
Section 2.04. Governmental Authority Approvals; Shareholder Approval; No Violations.
(a) No consents, approvals, permits, orders, authorizations of, exemptions, reviews or waivers by, or notices, reports, filings,
declarations or registrations to or with, any federal, state or local court, governmental, legislative, judicial, administrative authority,
Regulatory Authority, taxing authority, agency, commission, body or other governmental entity or self regulatory organization (each, a
Governmental Authority) or with any third party are required to be made or obtained by the Company, the Bank or any Subsidiary of
either of them in connection with the execution, delivery and performance by the Company of this Agreement or the sale of the
Purchased Shares, the Conversion and the issuance of the Underlying Shares, or any other aspect of the Transaction, except for (i) the
Shareholder Approvals, (ii) those already obtained or made, (iii) filings with the SEC or any securities or blue sky authorities of any
other applicable jurisdiction and (iv) filings of amendments to the Companys Articles of Incorporation (including the Preferred Stock
Designation and the Capital Amendment) with the Florida Secretary of State.
(b) The only votes of the holders of outstanding securities of the Company required by the Articles of Incorporation, the
Companys bylaws, Applicable Law, Nasdaq Listing Rule 5635, or otherwise, for the Shareholder Approvals for each of the Proposals
are the respective affirmative votes set forth in the following table (in each case, the Requisite Shareholder Vote):
Action

Requisite Shareholder Vote

Capital Amendment

Majority of outstanding shares of Common Stock

Issuance of Shares of Common Stock and
Nonvoting Common Stock

Majority of shares of Common Stock voted on Proposal

Incentive Plan Amendment

Majority of shares of Common Stock voted on Proposal

Reverse Stock Split

Majority of outstanding shares of Common Stock

(c) The execution, delivery and performance of this Agreement by the Company does not, and (assuming the Shareholder
Approvals are obtained) the consummation by the Company of the Transaction (including the Private Placement, the filing of the
Preferred Stock Designation and the Capital Amendment with
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the Florida Secretary of State, and the issuances of the Securities) will not, (i) constitute or result in a breach or violation of, or a default
under, the acceleration of any obligations or penalties or the creation of any indebtedness, Lien or exception to title of any kind on the
assets of the Company or any Subsidiaries (with or without notice, lapse of time, or both) pursuant to, or a debt repayment trigger under,
agreements to which the Company or any Subsidiary or any of their respective properties is a party or is subject or bound, or any
Applicable Law or Nasdaq listing rule to which the Company or any Subsidiary or any of their respective properties is subject; except
for any breach, violation, default, acceleration or debt repayment trigger that, individually or in the aggregate, has not or is not
reasonably likely to have a Material Adverse Effect; or (ii) constitute or result in a breach or violation of, or a default under, the Articles
of Incorporation or the bylaws of the Company or the organizational documents of any Subsidiary, in each case, effective as of the
Closing Date.
Section 2.05. Company Capital Stock; Purchased Shares. (a) As of September 30, 2012, the authorized capital stock of the
Company consists solely of 40,000,000 shares of Common Stock, of which 5,890,880 shares are issued and outstanding, and 10,000,000
shares of preferred stock, par value $0.01 per share, of which 10,000 shares have been designated as Series B Preferred Stock, of which
5,000 shares are issued and outstanding. As of the date hereof, there are outstanding options on 168,500 shares of Common Stock, at an
average exercise price of $12.75 per share. Other than 4,418 shares of restricted Common Stock (Restricted Stock) that are currently
outstanding and not vested, there are no other equity incentives or awards of any kind or type issued or outstanding and no shares of
Common Stock reserved therefor. The outstanding shares of Common Stock have been duly authorized and are validly issued, fully paid
and nonassessable, were not issued in violation of any preemptive rights, and except for preemptive rights held by CapGen and other
investors (the Initial Preemptive Rights) pursuant to Stock Purchase Agreement, dated as of May 10, 2010, by and among the
Company, CapGen, and the respective other investors (the Initial Investors) named therein (the Initial Investment Agreement), all
of which have been waived or exercised, no holders of Company Common Stock have any preemptive or similar rights. No options,
rights or warrants have been granted with respect to shares of Common Stock since January 9, 2012. Section 2.05 of the Companys
disclosure schedule (the Disclosure Schedule) shows all outstanding options and shares of Restricted Stock outstanding on
September 30, 2012, as well as those to be granted to Stephen C. Green and Margaret A. Incandela pursuant to their respective
employment agreements, subject to possible change, in whole or in part, of Restricted Stock awards to stock options and possibly to
reflect the issuance hereby of Common Stock and Nonvoting Common Stock.
(b) The issuance of the Purchased Shares and the Underlying Shares have been duly authorized by all necessary corporate
action on the part of the Company subject, in the case of the issuance of the Underlying Shares, to the receipt of the Requisite
Shareholder Vote, and, when issued and delivered as provided in this Agreement, the Preferred Stock Designation and the Capital
Amendment, all Purchased Shares and Underlying Shares will be duly and validly issued, fully paid and nonassessable, and the issuance
thereof will not be subject to any preemptive rights except those preemptive rights granted to Investors hereby, which are applicable
from and after the issuance of the Purchased Shares. Except with respect to the issuance of the Securities pursuant to this Agreement or
as disclosed in Section 2.05(a) above, and with respect to (i) the equity incentive award to be granted to Stephen C. Green as
contemplated by his executive employment agreement dated July 30, 2012 with the Company and the Bank (collectively, with any
amendments, the Green Employment Agreement), subject to the conditions set forth therein and subject to possible changes of
awards of Restricted Stock to stock options, in whole or in part, (ii) the equity incentive to be granted to Margaret A. Incandela as
contemplated by her executive employment agreement dated September 5, 2012 with the Company and the Bank (collectively, with any
amendments, the Incandela Employment Agreement), subject to the conditions set forth therein, (iii) the Exchange Agreement,
(iv) subscriptions by Company directors and executive officers and certain accredited investors to purchase shares of Preferred Stock at
Closing at the Share Price payable in cash or the conversion of an equal amount of preexisting Company senior debt held by certain
Company directors (or their affiliates), and (v) the Rights Offering (as defined below), neither the Company nor any Subsidiary has and
is bound by any outstanding subscriptions, options, warrants, calls, commitments, agreements, understandings, arrangements, whether
or not binding, of any character calling for the purchase or issuance of, or securities or rights convertible
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into or exchangeable for, any shares of capital stock of the Company or any Subsidiary or any securities representing the right to
purchase or otherwise receive any shares of capital stock of the Company or any Subsidiary. There are no outstanding securities or
instruments of the Company which contain any mandatory redemption or similar provisions (except for outstanding trust preferred
securities, where no redemption provisions are currently applicable), and there are no contracts, commitments, understandings or
arrangements by which the Company is or may become bound to redeem a security of the Company. There are no securities,
instruments or agreements containing anti-dilution adjustment or similar provisions that will be triggered by the issuance of the
Purchased Shares or the Underlying Shares, other than the Initial Preemptive Rights.
Section 2.06. Company Reports; Financial Statements, Etc. (a) Except as set forth on Section 2.06(a) of the Disclosure Schedule,
the Company and each Subsidiary has filed or furnished, as applicable, on a timely basis, all forms, filings, registrations, submissions,
statements, certifications, reports and documents (together with any amendment filed or furnished prior to the date hereof, the
Company Reports) required to be filed or furnished by it with the SEC under the Exchange Act or the Securities Act, and all call
reports (Call Reports) to be filed with the FDIC since December 31, 2008. Each of the Company Reports to the SEC, at the time of its
filing or being furnished (or, if amended, as of the date of the filing or furnishing of such amendment), complied as to form in all
material respects with the applicable requirements of the Securities Act and the Exchange Act applicable to the Company Reports, and
all Call Reports filed complied in all material respects with the Federal Financial Institution Examination Council (FFIEC) Call
Report instructions and requirements. As of their respective dates (or, if amended, as of the date of such amendment), the Company
Reports did not contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary
to make the statements made therein, in light of the circumstances in which they were made, not misleading.
(b) The Companys consolidated financial statements (including, in each case, any notes thereto) contained in the Company
Reports: (i) were prepared in accordance with GAAP applied on a consistent basis throughout the periods indicated (except as may be
indicated in the notes thereto or, in the case of interim consolidated financial statements, where information and footnotes contained in
such financial statements are not required under the rules of the SEC to be in compliance with GAAP); and (ii) complied, as of their
respective filing dates, in all material respects with applicable accounting requirements and with the published rules and regulations of
the SEC with respect thereto. All consolidated financial statements fairly present, in all material respects, the consolidated financial
position, consolidated results of operations, consolidated changes in shareholder equity and consolidated cash flows of the Company
and its consolidated Subsidiaries as of the respective dates thereof and for the respective periods covered thereby (subject, in the case of
unaudited statements, to normal year-end adjustments that were not and that are not expected to be, individually or in the aggregate,
material to the Company and its consolidated Subsidiaries taken as a whole). All annual consolidated financial statements of the
Company have been audited by independent registered public accounting firms. The Banks consolidated financial statements
(including, in each case, any notes and schedules thereto) contained in the Call Reports: (i) were prepared in accordance with FFIEC
instructions applied on a consistent basis throughout the periods indicated; and (ii) complied, as of their respective filing dates, in all
material respects with applicable accounting requirements and with the published rules and regulations of the FFIEC and FDIC with
respect thereto. Such consolidated financial statements fairly present, in all material respects, the consolidated financial position,
consolidated results of operations, consolidated changes in shareholder equity and consolidated cash flows of the Bank and its
consolidated Subsidiaries as of the respective dates thereof and for the respective periods covered thereby (subject, in the case of
unaudited statements, to normal year-end adjustments that were not and that are not expected to be, individually or in the aggregate,
material to the Bank and its consolidated Subsidiaries taken as a whole).
(c) As of the date hereof, the Company is in compliance in all material respects with the applicable listing and corporate
governance rules and regulations of the Nasdaq Global Market, its successor or other stock exchange upon which any Company
securities are listed, except as disclosed in Section 2.06(c) to the Company Disclosure Schedule, and except for the fact that Nasdaq has
notified the Company, by letter dated July 26, 2012, that the Company had failed to meet the minimum Market Value of Publicly Held
Shares required for continued listing on the Nasdaq Global Market, for which the Company has 180 days to cure.
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(d) The Company maintains internal control over financial reporting (as defined in Rule 13a-15 or 15d-15, as applicable,
under the Exchange Act). Such internal control over financial reporting is designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with GAAP and includes
those policies and procedures that (i) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the
transactions and dispositions of the assets of the Company, (ii) provide reasonable assurance that transactions are recorded as necessary
to permit preparation of financial statements in accordance with GAAP, and that receipts and expenditures of the Company are being
made only in accordance with authorizations of management and directors of the Company, and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Companys assets that could have a
material effect on its financial statements. The Company maintains disclosure controls and procedures required by Rule 13a-15 or
15d-15 under the Exchange Act. Such disclosure controls and procedures are designed to ensure that information required to be
disclosed by the Company in the reports that it files or submits under the Exchange Act or otherwise is recorded, processed, summarized
and reported, within the time periods specified in the SECs rules and forms. Such disclosure controls and procedures include controls
and procedures designed to ensure that information required to be disclosed by the Company in the reports that it files or submits under
the Exchange Act is accumulated and communicated to the Companys management, including its principal executive and principal
financial officers, as appropriate to allow timely decisions regarding required disclosure.
(e) The Company has disclosed, based on the most recent evaluation of its chief executive officer and its chief financial
officer prior to the date hereof, to the Companys auditors and the audit committee of the Board, (i) any significant deficiencies and
material weaknesses in the design or operation of its internal control over financial reporting that are reasonably likely to adversely
affect the Companys ability to record, process, summarize and report financial information and has identified for the Companys
auditors and audit committee of the Board any material weaknesses in internal control over financial reporting; and (ii) any fraud,
whether or not material, that involves management or other employees who have a significant role in the Companys internal control
over financial reporting. Since December 31, 2008, no material complaints, allegation, assertion or claim, whether written or oral from
any source regarding accounting, internal accounting controls or auditing matters, and no concerns from Company employees regarding
questionable accounting or auditing matters, have been received by the Company. No attorney representing the Company or any
Subsidiary, whether or not employed by the Company or any Subsidiary, has reported evidence of a violation of securities laws, breach
of fiduciary duty or similar violation by the Company or any of its officers, directors, employees or agents to the Companys chief legal
officer, audit committee (or other committee designated for the purpose) of the Board or the Board pursuant to the rules adopted
pursuant to Section 307 of the Sarbanes-Oxley Act of 2002.
(f) There is no transaction, arrangement, or other relationship between the Company (or any Subsidiary) and an
unconsolidated or other off-balance sheet entity that is required to be disclosed by the Company in its Exchange Act filings, which is not
so disclosed.
Section 2.07. Compliance with Applicable Laws; Regulatory Filings; Permits. (a) Neither the Company nor its Subsidiaries is in
violation of, and has not violated or been charged with a violation of, any Applicable Law, except for the matters covered by the
Enforcement Actions (as defined below) and such violations as have not had and are not reasonably likely to have a Material Adverse
Effect. In 2008, the Bank became subject to a Memorandum of Understanding, by and among the Bank, the Federal Deposit Insurance
Corporation (FDIC) and the Florida Office of Financial Regulation (the Florida OFR) or their delegees, which was replaced by the
Memorandum of Understanding sent to the Bank by letter dated July 13, 2012 (the 2012 MOU), and the Company is subject to the
resolutions adopted by the Companys board of directors on October 28, 2008 (the Federal Reserve Resolutions) at the request of the
Board of Governors of Federal Reserve System or its delegee (the Federal Reserve). Herein, the 2012 MOU and the Federal Reserve
Resolutions are collectively called the Enforcement Actions. Except for the fact that, as of the date hereof, the Company and the Bank
do not meet their minimum capital requirements, and except as otherwise described in Section 2.07 of the
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Disclosure Schedule, the Company and the Bank are in compliance in all respects with the Enforcement Actions, and have received no
notice from the FDIC, the Florida Division or the Federal Reserve of any breach of or noncompliance with the Enforcement Actions.
(b) The Company and its Subsidiaries have timely filed all reports and statements, together with any amendments required to
be made with respect thereto (the Regulatory Reports), that they were required to file since December 31, 2008 with the Federal
Reserve, the FDIC and the Florida OFR (each a Regulatory Authority) and any other Governmental Authority having jurisdiction
over its business or any of its assets or properties, and have timely paid all fees and assessments due and payable in connection
therewith. As of their respective dates, such reports and statements complied in all material respects with all the laws, rules and
regulations of the applicable Regulatory Authority with which they were filed. As of their respective dates (or, if amended, as of the date
of such amendment), the Regulatory Reports did not contain any untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the statements made therein, in light of the circumstances in which they were made,
not misleading.
(c) The Company and the Subsidiaries hold all material registrations, licenses, permits and franchises (Permits) as are
required to conduct their respective businesses as now conducted (including any insurance or securities activities), and all such licenses,
permits and franchises are valid and in full force and effect. No suspension or cancellation of any such Permits has been initiated or
threatened, and all filings, applications and registrations with respect thereto are current.
(d) The Company and the Subsidiaries are in compliance with Section 409A of the Internal Revenue Code of 1986, as
amended (the Code), and Applicable Laws and rules and policies of applicable Regulatory Authorities with respect to (i) any bankowned life insurance (BOLI) or similar insurance, regardless of where the insurance is held, and (ii) all stock options, equity awards
or incentives, employment and severance agreements, arrangements and understandings. Except as disclosed in Section 2.07 of the
Company Disclosure Schedule, all BOLI complies with all Governmental Authority guidelines and policies.
(e) The operations of the Company and Subsidiaries are and have been conducted at all times in compliance with applicable
financial recordkeeping and reporting requirements of the Currency and Foreign Transactions Reporting Act of 1970, as amended, the
Bank Secrecy Act, the USA Patriot Act, the money laundering statutes of all applicable jurisdictions, the rules and regulations
thereunder and any related or similar rules, regulations or guidelines, issued, administered or enforced by any Governmental Authority
(collectively, the Money Laundering Laws) and no investigation, inquiry, action, suit or proceeding by or before any court or
Governmental Authority or any arbitrator involving the Company or any Subsidiary with respect to the Money Laundering Laws is
pending or, to the knowledge of the Company, threatened, except, in each case, as is disclosed in Section 2.07(e) of the Disclosure
Schedule. No investigation, suit or proceeding disclosed in Section 2.07(e) of the Disclosure Schedule would reasonably be expected to
have a Material Adverse Effect.
(f) The Company and its Subsidiaries have conducted their operations at all times in compliance with the rules and
regulations of the Office of Foreign Assets Control of the U.S. Treasury Department (OFAC). Neither the Company nor Subsidiary
nor, to the knowledge of the Company, any director, officer, agent, employee or affiliate of the Company or any Subsidiary is currently
subject to any U.S. sanctions administered by OFAC or is not in compliance in all material respects with all OFAC requirements; and
the Company will not directly or indirectly use the proceeds of the offering, or lend, contribute or otherwise make available such
proceeds to any subsidiary, joint venture partner or other person or entity, for the purpose of financing the activities of any person
currently subject to any U.S. sanctions administered by OFAC.
(g) Neither the Company nor any of its Subsidiaries, nor any of their respective directors, officers, nor to the Companys
knowledge, employees, agents or other persons acting at the direction of or on behalf of the Company or any of its Subsidiaries has, in
the course of its actions for, or on behalf of, the Company: (a) directly or indirectly, used any corporate funds for unlawful contributions,
gifts, entertainment or other unlawful expenses relating to foreign or domestic political activity; (b) made any direct or indirect unlawful
payments to
C-8

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
any foreign or domestic governmental officials or employees or to any foreign or domestic political parties or campaigns from corporate
funds; (c) violated any provision of the Foreign Corrupt Practices Act of 1977, as amended; or (d) made any other unlawful bribe,
rebate, payoff, influence payment, kickback or other material unlawful payment to any foreign or domestic government official or
employee.
(h) The Company has no knowledge of any facts and circumstances, and has no reason to believe that any facts or
circumstances exist, that would cause any of its Subsidiary banking institutions: (i) to be assigned a CRA rating by federal or state
banking regulators lower than satisfactory; or (ii) to be deemed to be operating in violation, in any material respect, of the Money
Laundering Laws.
Section 2.08. No Undisclosed Liabilities. Neither the Company nor the Subsidiaries have any liabilities of any nature, whether
accrued, absolute, matured or unmatured, contingent or otherwise, and whether due or to become due, probable of assertion or not,
except liabilities that (a) were incurred in the ordinary course of business, or (b) are properly reflected in the Companys most recent
consolidated financial statements contained in the Company Reports and the Regulatory Reports to the extent required to be so reflected
or reserved against in accordance with GAAP or requirements of the Governmental Authorities.
Section 2.09. Absence of Certain Changes. Since December 31, 2011, (a) the Company and Subsidiaries have conducted their
respective businesses in all material respects in the ordinary course, consistent with prior practice; and (b) no event or events have
occurred that have had or would be reasonably likely to have, individually or in the aggregate, a Material Adverse Effect, except for
such changes as are contemplated herein and disclosed in Section 2.09 of the Disclosure Schedule.
Section 2.10. Tax Matters. (a) For purposes of this Section 2.10, the following definitions shall apply:
(i) The term Group means, individually and collectively, (A) the Company; (B) the Bank; (C) the affiliated group as
defined in Section 1504(a) of the Code of which the Bank is or has been a member at any time; and (D) any individual, trust,
corporation, partnership, limited liability company or any other entity as to which the Company or the Bank is liable for Taxes incurred
by such individual or entity either as a transferee, or pursuant to Treasury Regulations Section 1.1502-6, or pursuant to any other
provision of federal, territorial, state, local or foreign law or regulations, including as part of a combined or unitary group.
(ii) The term Taxes means all taxes, however denominated, including any interest, penalties or other additions that
may become payable in respect thereof, imposed by any Governmental Authority, including all income or profits taxes (including
federal income taxes and state income taxes), alternative or add-on minimum taxes, estimated taxes, payroll and employee withholding
taxes, back-up withholding and other withholding taxes, unemployment insurance, social security taxes, sales and use taxes, value
added taxes, ad valorem taxes, excise taxes, franchise taxes, gross receipts taxes, business license taxes, occupation taxes, real and
personal property taxes, stamp taxes, environmental taxes, document transfer taxes, workers compensation and Pension Benefit
Guaranty Corporation premiums, self dealing or prohibited transactions taxes, customs, duties, capital stock and intangibles taxes, and
other obligations of the same or of a similar nature to any of the foregoing, which the Group is required to pay, withhold or collect,
whether disputed or not.
(iii) The term Returns means all reports, estimates, declarations of estimated Taxes, claims for refunds, information
statements and returns required to be prepared or filed in connection with, any Taxes, employee agreement or Plan, including any
schedule or attachment thereto, and including any amendment thereof.
(b) All Returns required to be filed by or on behalf of any members of the Group prior to the Closing Date have been, or will
be, duly filed on a timely basis, subject to any applicable extensions. Such Returns are true, correct and complete. All Taxes owed by
any members of the Group (whether or not shown on any Return) have been paid in full on a timely basis, and no other Taxes are owing
or payable by the Group with respect to items or periods covered by such Returns or with respect to any taxable period ending on or
before the date of
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this representation and warranty for which a Return was due prior to such date. No claim has ever been made by any Governmental
Authority for any jurisdiction in which any member of the Group does not file Returns that it is or may be subject to taxation by that
jurisdiction. No security interests, liens, encumbrances, attachments or similar interests exist on or with respect to any of the assets of
the Group that arose in connection with any failure or alleged failure to pay any Taxes. Each member of the Group has withheld and
paid all Taxes required to have been withheld and paid in connection with amounts paid or owing to any and all officers, directors,
employees and agents (including any independent contractor, foreign person or other third person) in compliance with all tax
withholding provisions of applicable federal, state, local and foreign law (including income, social security, employment tax
withholding, and withholding under Sections 1441 through 1446 of the Code). The Bank has timely complied with all requirements
under Applicable Laws relating to information, reporting and withholding and other similar matters for customer and other accounts
(including back-up withholding and furnishing of Forms 1099 and all similar reports).
(c) The amount of the Groups liability for unpaid Taxes for all periods ending on or before the last day of the month before
the Closing Date (including accruals for any exposure item) shall not, in the aggregate, exceed the amount of the liability accruals for
Taxes, as such accruals are reflected on the Groups most recent consolidated balance sheet contained in the Company Reports. All such
accruals are, or will be, recorded in accordance with GAAP.
(d) The Company has made and caused the Bank or any other member of the Group to make available to the Investor true,
correct and complete copies of all federal and state income tax Returns for all periods that are open for federal and state tax purposes
and all other Returns, including income tax audit reports, statements of income or gross receipts tax, franchise tax, sales tax and transfer
tax, deficiencies, and closing or other agreements relating to income or gross receipts tax, franchise tax, sales tax and transfer tax
received by the Group or on behalf of the Group, as well as draft Returns for the Group for all Taxes for all periods ending on or before
the Closing Date.
(e) (i) No deficiencies have been asserted with respect to Taxes of the Group or any members of the Group that remain
unpaid; (ii) none of the Group or any of its members is a party to any action or proceeding for assessment or collection of Taxes, and no
such action or proceeding has been asserted or threatened against the Group, any member of the Group or any of their respective assets;
and (iii) no waiver or extension of any statute of limitations is in effect with respect to any Taxes or Returns of the Group or any
member of the Group. The Returns of the Group and any of its members for all tax years for which the statute of limitations has not
expired have never been audited by a Governmental Authority, nor is any such audit in process, pending or, to the knowledge of the
Company, threatened. Neither the Company nor any director or officer (or employee responsible for Tax matters) of any other member
of the Group is aware of any facts or circumstances that, if known by any Governmental Authority would be reasonably likely to cause
the Governmental Authority to assess any additional Taxes for any period for which Returns have been filed.
(f) No member of the Group has (i) been or shall be required to include any adjustment in taxable income for any Tax period
(or portion thereof) ending after the Closing in accordance with Section 481 of the Code or any comparable provision under state or
foreign Tax laws as a result of transactions or events occurring prior to the Closing; (ii) filed any disclosure under Section 6662 of the
Code or comparable provisions of state, local or foreign Law to prevent the imposition of penalties with respect to any Tax reporting
position taken on any Tax Return; (iii) engaged in a reportable transaction, as defined in Treasury Regulation Section 1.6011-4(b);
(iv) ever been a member of a consolidated, combined, unitary or aggregate group of which the Company or the Bank was not the
ultimate parent company; (v) been the distributing corporation or the controlled corporation (in each case, within the meaning of
Section 355(a)(1) of the Code) with respect to a transaction described in Section 355 of the Code (A) within the two-year period ending
as of the date of this Agreement, or (B) in a distribution that would otherwise constitute part of a plan or series of related
transactions (within the meaning of Section 355(e) of the Code); (vi) incurred any actual or potential liability under Treasury
Regulations Section 1.1502-6 (or any comparable or similar provision of federal, state, local or foreign Law), as a transferee
C-10

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
or successor, as a result of any contractual obligation, or otherwise for any Taxes of any person other than the Company or the Bank; or
(vii) ever been a United States real property holding corporation within the meaning of Section 897 of the Code.
(g) No member of the Group shall be required to include any item of income in, or exclude any item of deduction from,
taxable income for any period (or any portion thereof) ending after the Closing Date as a result of any: (i) installment sale or other open
transaction disposition made on or prior to the Closing Date; (ii) prepaid amount received on or prior to the Closing Date; (iii) a closing
agreement described in Section 7121 of the Code or any corresponding provision of state of foreign Tax Law executed on or prior to the
Closing Date; or (iv) any change in method of accounting for a taxable period or portion thereof ending on or before the Closing Date.
(h) There has been no ownership change, as defined in Section 382 of the Code, with respect to any member of the Group.
Section 2.11. Transactions with Affiliates. Except as disclosed in the Company Reports, since November 16, 2010 and as
contemplated by this Agreement, no current or former officer, director or employee of the Company or the Subsidiaries, any of their
respective family members, any other corporation or organization of which any of the foregoing persons is an officer, director or
beneficial owner of 10% or more of any class of its equity securities, or any trust or other estate in which any of the foregoing persons
has a substantial beneficial interest or as to which such person serves as a trustee or in a similar capacity, nor any current or former
affiliate of the Company or the Subsidiaries:
(a) has any material interest in any property, real or personal, tangible or intangible, used in or pertaining to the business of
the Bank or in any transaction or series of similar transactions to which the Bank is a party;
(b) is indebted to the Company or the Subsidiaries, except as set forth in Section 2.11(b) of the Disclosure Schedule and
except for normal business expense advances and for loans and extension of credit (i) made in the ordinary course of the Banks
business, (ii) on substantially the same terms, including interest rates and collateral, as those prevailing at the time for comparable loans
with unrelated persons, (iii) that did not involve more than the normal risk of collectability or present other unfavorable features, and
(iv) which are not disclosed as nonaccrual, past due, restructured or potential problems in the Companys filings with any
Governmental Authority;
(c) holds indebtedness of the Company or any of the Subsidiaries, except for deposit obligations owed by the Bank, and
amounts due under normal salary or reimbursement or ordinary business expenses, except as shown in Section 2.11(c) of the Disclosure
Schedule (and, in such event, unless further noted in Section 2.11(c) of the Disclosure Schedule, each such person to whom the
Company or any Subsidiary is indebted has fully performed and is not in default or in breach of such persons agreements to extend
credit to the Company or any Subsidiary and each such person has not refused or indicated such persons intent not to perform under
such agreements);
(d) is a party to a material agreement as described in Section 2.14 with the Company or the Subsidiaries other than
agreements related to employment or service as a director, except as expressly provided for by this Agreement or as described in
Section 2.11(d) of the Disclosure Schedule; and
(e) has any other relationship or has engaged or engages in any other transaction or series of similar transactions that would
be required to be disclosed pursuant to Item 404 of SEC Regulation S-K, except as shown in Section 2.11(e) of the Disclosure Schedule.
All of the transactions referred to in this Section 2.11 are transactions that were entered into in the ordinary course of business on an
arms-length business pursuant to normal business terms and conditions. Further, in the case of loans and extensions of credit by the
Company or any of its Subsidiaries to any such person, all such
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loans and extensions of credit also had the same terms, including interest rates and collateral, as those prevailing at the time for
comparable loans to persons unrelated to the lender, and did not involve more than the normal risk of collectability or other unfavorable
features.
Section 2.12. Loans. (a) With respect to each outstanding loan, lease or other extension of credit or commitments to extend credit
by the Bank: (i) the Bank has duly performed in all material respects all of its obligations thereunder to the extent that such obligations
to perform have accrued; (ii) all documents and agreements necessary for the Bank to enforce such loan, lease or other extension of
credit are in existence and in the Banks possession; (iii) no claims, counterclaims, set-off rights or other rights have been asserted
against the Bank, nor, to the knowledge of the Company, do the grounds for any such claim, counterclaim, set-off rights or other rights
exist, with respect to any such loans, leases or other extensions of credit which could impair the collectability thereof; and (iv) each such
loan, lease and extension of credit has been, in all material respects, originated and serviced in accordance with the Banks thenapplicable underwriting guidelines and policies, the terms of the relevant credit documents and agreements and Applicable Law,
including Federal Reserve Regulations O and W, and applicable limits on loans to one borrower under Applicable Law.
(b) There are no loans, leases, other extensions of credit or commitments to extend credit of the Bank that have been or
should have been classified by the Bank or its regulatory examiners, auditors or other credit examination personnel as watch, other
assets (or loans) especially mentioned, substandard, doubtful, classified, criticized, loss or any comparable classification,
which have not been so classified.
(c) Except as disclosed in the Company Reports, there are no loans or extensions of credit owed to the Bank as to which any
payment of principal, interest or any other amount is 90 days or more past due.
(d) The allowances for possible loan and lease losses shown on the financial statements included in any Company Report
were, on the respective filing dates, adequate in all respects under the requirements of GAAP and applicable regulatory accounting
practices, as applicable, and in each case consistently applied, to provide for possible loan and lease losses as of such filing date, and
were in accordance with the safety and soundness standards administered by, and the practices, procedures, requests and requirements
of, the applicable Regulatory Authority.
Section 2.13. Other Activities of the Company and the Bank. Except as may be described in Section 2.13 of the Disclosure
Schedule, neither the Company nor the Bank, nor any officer, director or employee of the Company or the Bank acting in an agency
capacity on behalf of the Company or Bank, is authorized to engage in or conduct, and does not engage in or conduct, any securities
sales, underwriting, brokerage, management or dealing activities, whether as principal or agent, either directly or under contractual or
other arrangements with third parties. The Bank does not engage in any trust or custodial activities.
Section 2.14. Material Agreements; No Defaults. There are no material breaches, violations, defaults, or events that have
occurred, that with notice, the lapse of time and/or the occurrence of any other event would constitute a default, or allegations or
assertions of any of the foregoing by the Company or the Subsidiaries, as the case may be, or, to the knowledge of the Company, any
other party, with respect to any contract or agreement to which the Company or any of its Subsidiaries is a party that is a material
contract within the meaning of Item 601(b)(10) of Regulation S-K and that is to be performed in whole or in part after the date of this
Agreement, and each such contract or agreement has been filed as an exhibit to the Companys SEC filings pursuant to Item 601 of
Regulation S-K.
Section 2.15. Company Benefit Plans. (a) For purposes of this Agreement, Benefit Plan means all employee welfare benefit
plans within the meaning of Section 3(1) of the Employee Retirement Income Security Act of 1974, as amended (ERISA), all
employee pension benefit plans within the meaning of Section 3(2) of ERISA, including, but not limited to, plans that provide
retirement income or result in a deferral of income by employees for periods extending to termination of employment or beyond, and
plans that provide medical,
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surgical, or hospital care benefits or benefits in the event of sickness, accident, disability, death or unemployment, and all other
employee benefit agreements or arrangements, including, but not limited to, all bonus, incentive, deferred compensation, vacation, stock
purchase, stock option, stock award, severance, employment, change of control, golden-parachute, consulting, dependent care, cafeteria,
employee assistance, scholarship, or fringe benefit or similar plans, programs, agreements or policies, in each case sponsored or
maintained by the Company or each person that, together with the Company, would be treated as a single employer under Section 414 of
the Code (such person, an ERISA Affiliate) or to which the Company or an ERISA Affiliate contributes on behalf of its employees, in
all cases whether written, unwritten or otherwise, funded or unfunded, and whether or not ERISA is applicable to such plan, program,
agreement or policy.
(b) With respect to each Benefit Plan, the Company and each ERISA Affiliate, as well as each Benefit Plan, have complied,
and are in compliance with all provisions of ERISA, the Code and all laws and regulations applicable to such Benefit Plan, including the
Pension Protection Act of 2006. Each Benefit Plan has been administered in accordance with its terms and all laws and regulations
applicable to such Benefit Plan, including ERISA and the Code. Each Benefit Plan intended to be qualified under Section 401(a) of the
Code has obtained a favorable determination or opinion letter as to its qualified status under the Code, or application for such letter will
be timely filed, or if the Benefit Plan intended to be qualified under Section 401(a) of the Code is maintained pursuant to a prototype or
volume submitter plan document, the sponsor of the prototype or volume submitter document has obtained from the National Office
of the Internal Revenue Service an opinion or notification letter stating that the form of the prototype or volume submitter document is
acceptable for the establishment of a qualified retirement plan under Section 401(a) of the Code.
(c) Except for liabilities fully reserved for or identified in the financial statements contained in the Company Reports, (i) no
claim has been made, or to the knowledge of the Company threatened, against the Company or any ERISA Affiliate related to the
employment and compensation of employees or any Benefit Plan, including any claim related to the purchase of employer securities or
to expenses paid under any defined contribution pension plan; and (ii) no event has occurred, and there exists no condition or set of
circumstances, which could reasonably be expected to subject the Company or any Subsidiary to any liability under the terms of, or with
respect to, any Benefit Plan or under ERISA, the Code or any other Applicable Law.
(d) Neither the Company nor any ERISA Affiliate has ever maintained, established, sponsored, participated in, or contributed
to, any (i) Benefit Plan that is or was subject to Title IV of ERISA or Section 412 of the Code; (ii) multiemployer plan (as defined in
Section 4001(a)(3) of ERISA); (iii) multiple employer plan within the meaning of Section 4001(a)(3) of ERISA or subject to
Section 413(c) of the Code; or (iv) welfare benefit fund within the meaning of Section 419 of the Code.
(e) Other than (i) the award of Restricted Stock contemplated by the Green Employment Agreement, subject to the conditions
set forth therein, and which may be changed, in whole or in part, from Restricted Stock to stock options, and (ii) the equity incentive
contemplated by the Incandela Employment Agreement, subject to the conditions set forth therein, neither the execution and delivery of
this Agreement, nor the consummation of the Transaction (including the Private Placement and the issuance of the Securities) will
(i) result in any payment (including severance, unemployment compensation, excess parachute payment (within the meaning of
Section 280G of the Code), forgiveness of indebtedness or otherwise) becoming due to any current or former employee, officer or
director of the Company or any Subsidiary from the Company or any ERISA Affiliate under any Benefit Plan or otherwise; (ii) increase
any benefits otherwise payable under any Benefit Plan; (iii) result in any acceleration of the time of payment or vesting of any such
benefits; (iv) require the funding or increase in the funding of any such benefits; or (v) result in any limitation on the right of the
Company or any ERISA Affiliate to amend, merge, terminate or receive a reversion of assets from any Benefit Plan or related trust; and
(f) Neither the Company nor any ERISA Affiliate has taken, or permitted to be taken, any action that required, and no
circumstances exist that will require the funding, or increase in the funding, of any benefits or resulted, or will result, in any limitation
on the right of the Company or any ERISA Affiliate to amend, merge, terminate or receive a reversion of assets from any Benefit Plan
or related trust.
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Section 2.16. Environmental Matters. (a) For purposes of this Section 2.16, (i) Environmental Law means any federal, state,
local or foreign statute, law, regulation, order, decree, permit, authorization, opinion, common law or agency requirement relating to:
(A) the protection, investigation or restoration of the environment, health, safety, or natural resources, (B) the handling, use, presence,
disposal, release or threatened release of any Hazardous Substance or (C) noise, odor, indoor air, employee exposure, wetlands,
pollution, contamination or any injury or threat of injury to persons or property relating to any Hazardous Substance; and
(ii) Hazardous Substance means any substance that is: (A) listed, classified or regulated pursuant to any Environmental Law, (B) any
petroleum product or by-product, asbestos-containing material, lead-containing paint or plumbing, polychlorinated biphenyls,
radioactive material or radon, and (C) any other substance which may be the subject of regulatory action by any Government Entity in
connection with any Environmental Law.
(b) Except as, individually or in the aggregate, has not had or would not be reasonably expected to have a Material Adverse
Effect, the Company and the Subsidiaries are in compliance with all applicable Environmental Laws and, to the knowledge of the
Company, (i) no real property currently or formerly owned or operated by the Company or any of its subsidiaries is or has been
contaminated with any Hazardous Substance at any time; (ii) neither the Company nor any of its subsidiaries could be deemed the
owner or operator under any Environmental Law of any property which is or has been contaminated with any Hazardous Substance; and
(iii) no Hazardous Substance has been transported from any of the properties owned or operated by the Company or one of the
Subsidiaries, other than as permitted under applicable Environmental Law. Since December 31, 2008, neither the Company nor any of
the Subsidiaries has received any written notice from any Governmental Authority or any third party indicating that the Company or any
of the Subsidiaries is in violation of any Environmental Law, other than with respect to any matter that has been resolved, and such
violation, if any, would not, individually or in the aggregate, be reasonably expected to have a Material Adverse Effect. The Company
and the Subsidiaries are not subject to any court order, administrative order or decree or any indemnity or other agreement arising under
or related to any Environmental Law.
Section 2.17. Labor Matters. No employees of the Company or any of the Subsidiaries are represented by any labor union, nor are
any collective bargaining agreements otherwise in effect with respect to such employees. No labor organization or group of employees
of the Company or any of the Subsidiaries has made a pending demand for recognition or certification, and there are no representation
or certification proceedings or petitions seeking a representation proceeding presently pending or, to the knowledge of the Company,
threatened to be brought or filed with the National Labor Relations Board or any other labor relations tribunal or authority. There are no
organizing activities, strikes, work stoppages, slowdowns, lockouts, material arbitrations or material grievances, or other material labor
disputes pending or threatened against or involving the Company or any of the Subsidiaries. The Company is in material compliance
with all U.S. federal, state, local and foreign laws and regulations relating to employment and employment practices, terms and
conditions of employment and wages and hours. There are no disputes with any current or former officers, directors or employees of the
Company or its Subsidiaries.
Section 2.18. Insurance. The Company and each of the Subsidiaries are presently insured, and since December 31, 2008 have been
insured, for reasonable amounts with financially sound and reputable insurance companies against such risks as companies engaged in a
similar business would, in accordance with good business practice, customarily be insured. As of the date hereof, all such insurance
policies are in full force and effect and no written notice of cancellation has been received. There is no existing material default by any
insured thereunder. The Company maintains directors and officers liability insurance (D&O Insurance) in the amount of $5 million
and has provided each Investor a copy of, or access to, its policy of D&O Insurance as part of Section 2.18 of the Disclosure Schedule.
Section 2.19. No Integration. Neither the Company nor the Subsidiaries, nor any of their respective affiliates, nor any person
acting on their behalf, has offered or issued any securities of the Company that would be integrated with the sale of the Securities for
purposes of the Securities Act, except for the sale by the Company to CapGen of 5,000 shares of Series B Preferred Stock and the
Exchange of such shares pursuant to the
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Exchange Agreement, nor will the Company or the Subsidiaries or affiliates take any action or steps (and neither have they taken any
action or steps) that would require registration of any of the Securities under the Securities Act or cause the offering of the Securities to
be integrated with other offerings. Assuming the accuracy of the representations and warranties of the Investor contained in this
Agreement, the offer and sale of the Purchased Shares by the Company to the Investor pursuant to this Agreement will be exempt from
the registration requirements of the Securities Act.
Section 2.20. No Change of Control. Except as set forth in Section 2.20 of the Disclosure Schedule, the Company shall not, and
neither the execution and delivery of this Agreement nor the Transaction (including the Private Placement and the Conversion) will,
trigger any payment, termination, acceleration or vesting (to the extent not previously vested) of any payment or other rights of any type
under any change of control or similar provision in any agreements to which the Company, the Bank or any of the Subsidiaries is a
party, including any equity awards (including stock options and Restricted Stock), employment, change in control, severance or other
compensatory agreements and any Benefit Plan, which results in payments to the counterparty, the acceleration or vesting of benefits or
payments (including debt repayments) (collectively, Change of Control Benefits). Notwithstanding anything to the contrary in the
immediately previous sentence, no provision of the awards of an aggregate of 1,990 shares of Restricted Stock in 2011 to employees
(other than executive officers or directors) of the Company and the Bank shall constitute Change of Control Benefits. Section 2.20 of
the Disclosure Schedule also lists each recipient of Restricted Stock in 2011 that has shares of unvested Restricted Stock as of the date
hereof, along with the number of such unvested Restricted Shares each such recipient holds as of the date hereof. The Company has
provided true and complete copies of duly executed Waiver and Acknowledgment Agreements substantially in the form of Schedule
VIII from each of the Companys and the Banks directors and executive officers, including Scott M. Hall, Valerie A. Kendall, Price W.
Schwenck, Stephen C. Green and Margaret A. Incandela, waiving all rights, if any, which he or she might otherwise have to any Change
of Control Benefits as a result of this Agreement or the Transaction.
Section 2.21. Properties. (a) Except in any such case as is not, individually or in the aggregate, reasonably likely to have a
Material Adverse Effect, the Company or one of the Subsidiaries has good, valid and marketable title to all such real personal and mixed
property owned by the Company, free and clear of any Liens, and there are no outstanding options to purchase or sell real property,
except for dispositions of other real estate owned (OREO) in the ordinary course or pursuant to the Companys asset disposition
plans.
(b) The Company has made available to the Investors copies of all material leases, subleases and other agreements under
which the Company or any of the Subsidiaries uses or occupies or has the right to use or occupy, now or in the future, any real, personal
or mixed property (the Leases) (including all modifications, amendments, supplements, waivers and side letters thereto). Except as
has not had and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect, (i) each Lease is
valid, binding and in full force and effect; and (ii) to the knowledge of the Company, no termination event or condition or uncured
default of a material nature on the part of the Company or, if applicable, any of the Subsidiaries exists under any Lease. The Company
and each of the Subsidiaries has a good and valid leasehold interest in each parcel of real property leased by it free and clear of all
Liens, except for Liens which do not interfere with the use or materially affect the value of the property subject to the Lease. Neither the
Company nor any of the Subsidiaries has received written notice of any pending, and to the knowledge of the Company there is no
threatened, condemnation or similar proceeding with respect to any property leased pursuant to any of the real property leases.
(c) The Company and the Subsidiaries have good, valid and marketable title to their owned assets and properties, or in the
case of assets and properties they lease, license, or have other rights in, good and valid rights by lease, license or other agreement to use,
all material assets and properties (in each case, tangible and intangible) necessary to permit the Company and the Subsidiaries to
conduct their respective businesses as currently conducted, except, in all cases, as would not be reasonably expected to have,
individually or in the aggregate, a Material Adverse Effect.
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Section 2.22. Computer and Technology Security. The Company and the Subsidiaries have taken all reasonable steps to safeguard
the information technology systems utilized in the operation of the business of the Company and the Subsidiaries consistent with the
guidance of its Regulatory Authorities, including the implementation of procedures to ensure that such information technology systems
are free from any disabling codes or instructions, timer, copy protection device, clock, counter or other limiting design or routing and
any back door, time bomb, Trojan horse, worm, drop dead device, virus, or other software routines or hardware
components that in each case permit unauthorized access or the unauthorized disablement or unauthorized erasure of data or other
software by a third party, and to date there have been no successful unauthorized intrusions or breaches of the security of the
information technology systems.
Section 2.23. Data Privacy. The Company and the Subsidiaries respective businesses have complied with and, as presently
conducted, are in compliance with, all Applicable Laws applicable to data privacy, data security, or personal information, as well as
industry standards applicable to the Company and the Subsidiaries. The Company and the Subsidiaries have complied with, and are
presently in compliance with, its and their respective policies applicable to data privacy, data security and personal information. Neither
the Company nor any of the Subsidiaries has experienced any incident in which personal information or other sensitive data was or may
have been stolen or improperly accessed, and neither the Company nor any of the Subsidiaries is aware of any facts suggesting the
likelihood of the foregoing, including any breach of security or receipt of any notices or complaints from any person regarding personal
information or other data.
Section 2.24. No Restrictive Covenants. There are no agreements to which the Company or any Subsidiary is a party or by which
the Company or any Subsidiary or any of their respective properties, assets, directors or officers are subject or bound which limits or
purports to limit the freedom of the Company or any Subsidiary or any of their respective directors or officers affiliates to compete in
any material line of business or any geographic area to which the Company or any Subsidiary is a party or subject, except for
employment, severance, equity awards and similar written agreements between the Company and/or the Bank and their respective
directors and officers disclosed in Section 2.24 of the Disclosure Schedule that, for the benefit of the Company and its Subsidiaries,
restrict the activities of such directors or officers.
Section 2.25. Litigation. Other than matters in the ordinary course of its banking business and which have not had and which are
not reasonably likely to have, individually or in the aggregate, a Material Adverse Effect, (a) except for the Enforcement Actions, no
civil, criminal or administrative inquiry, litigation, claim, action, suit, hearing, arbitration, investigation, inquiry, formal or informal
enforcement action, civil money penalty or other proceeding before any Governmental Authority or arbitrator is pending or, to the actual
knowledge of any of the executive officers of the Company, threatened against the Company or any Subsidiary; (b) except for the
Enforcement Actions, none of the Company nor any Subsidiaries are a party to, and none of the Company nor the Subsidiaries, nor any
of their respective assets or businesses, are subject to or the subject of, any existing, pending or threatened written agreement,
stipulation, conditional approval, memorandum of understanding, notice of determination, judgment, supervisory agreement, order,
written directive, actual or proposed civil money penalty or restitution order, consent order or other agreement with or order of any
Governmental Authority; and (c) there are no facts or circumstances that could result in any claims against, or obligations or liabilities
of, the Company or any Subsidiary, except with respect to (a), (b) and (c) for those that are not, individually or in the aggregate,
reasonably likely to have a Material Adverse Effect.
Section 2.26. [Intentionally Omitted.]
Section 2.27. No Brokers; etc. Neither the Company nor any Subsidiary nor any of their respective officers, directors, employees,
agents or representatives has employed any broker or finder or incurred any liability for any brokerage fees, commissions or finders or
similar fees in connection with the Transaction (including the Private Placement and the issuance of the Securities), except the Company
has retained and will compensate Sandler ONeill and Partners, L.P., as its exclusive placement agent (Placement Agent), as
disclosed in Section 2.27 of the Disclosure Schedule.
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Section 2.28. Voting of Shares by Directors and Executive Officers. The Companys directors and executive officers have agreed
pursuant to the Support Agreement attached as Schedule IX hereto (the Support Agreement) to vote all shares of Company Common
Stock which they beneficially own in favor of approving the Proposals, and all other matters requiring a vote of the Companys
shareholders in connection with the Transaction. The Company agrees that it shall enforce such agreements.
Section 2.29. Risk Management Instruments. Except as has not had or would not reasonably be expected to have a Material
Adverse Effect, all material derivative instruments, including, swaps, caps, floors and option agreements, whether entered into for the
Companys own account, or for the account of one or more of the Company Subsidiaries, were entered into (1) only in the ordinary
course of business, (2) in accordance with prudent practices and in all material respects with all applicable laws, rules, regulations and
regulatory policies and (3) with counterparties believed to be financially responsible at the time; and each of them constitutes the valid
and legally binding obligation of the Company or one of its Subsidiaries, enforceable in accordance with its terms. Neither the Company
nor any of its Subsidiaries, nor, to the knowledge of the Company, any other party thereto, is in breach of any of its material obligations
under any such agreement or arrangement.
Section 2.30. Capitalization. As of June 30, 2012, the Bank had the capital ratios shown in its Call Report as of such date. As of
June 30, 2012, the Company and the Bank had less capital than the minimums required under Federal Reserve guidelines and the 2012
MOU, respectively.
Section 2.31. Investment Company. Neither the Company nor any of its Subsidiaries is required to be registered as, and is not an
affiliate of, and immediately following the Closing will not be required to register as, an investment company within the meaning of
the Investment Company Act of 1940, as amended.
Section 2.32. Price of Common Stock. The Company has not taken, and will not take, directly or indirectly, any action designed to
cause or result in, or that has constituted or that might reasonably be expected to constitute, the stabilization or manipulation of the price
of the Common Stock to facilitate the sale or resale of the Purchased Shares.
Section 2.33. Shell Company Status. The Company is not, and has never been, an issuer identified in SEC Rule 144(i)(1).
Section 2.34. Reservation of Purchased Shares. The Company has reserved, and will continue to reserve, free of any preemptive
or similar rights of shareholders of the Company (other than the Initial Preemptive Rights that have not been waived or have not
expired), a number of unissued shares of Preferred Stock, sufficient to issue and deliver the Purchased Shares at Closing.
Section 2.35. No Substantially Similar Agreement. The Company has no other agreements with any Investor to purchase
Purchased Shares other than this Agreement.
Section 2.36. Disclosure. No event or circumstance has occurred or information exists with respect to the Company or any of its
Subsidiaries or its or their business, properties, operations or financial conditions, which, under applicable law, rule or regulation,
requires public disclosure or announcement by the Company, but which has not been so publicly announced or disclosed, except for the
announcement of the Private Placement pursuant to Section 6.13, the announcement of the Asset Sale and any other matter
contemplated or provided herein.
ARTICLE III.
REPRESENTATIONS AND WARRANTIES OF THE INVESTORS
Each Investor, for itself and for no other Investor, represents and warrants to the Company, severally and not jointly, as follows:
Section 3.01. Organization. The Investor is duly organized and validly existing under the laws of the jurisdiction of its
organization.
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Section 3.02. Bank Holding Company Status, etc.
(a) Prior to Closing, CapGen will have obtained all necessary Federal Reserve approvals to own the Purchased Shares.
(b) Except for CapGen, assuming the accuracy of the representations and warranties of the Company contained herein, no
Investor, either acting alone or together with any other person will, directly or indirectly, own, control or have the power to vote, after
giving effect to the Conversion, 10% or more of the outstanding shares of the Companys voting stock of any class or series. Without
limiting the foregoing, assuming the accuracy of the representations and warranties of the Company contained herein, each Investor
(other than CapGen) represents and warrants that, together with any of its affiliates that are also Investors, it does not and will not as a
result of its purchase or holding of the Purchased Shares, Underlying Shares, or any other securities of the Company have control of
the Company or the Bank, and has no present intention of acquiring control of the Company or the Bank for purposes of the BHCA or
the Change in Bank Control Act.
Section 3.03. Authorization. This Agreement has been duly authorized, executed and delivered by the Investor and constitutes the
valid and binding agreement of the Investor enforceable against it in accordance with its terms, except as enforcement thereof may be
limited by bankruptcy, insolvency, reorganization, moratorium or other similar laws relating to or affecting creditors rights generally or
by general equitable principles.
Section 3.04. Accredited Investor, etc.
(a) The Investor acknowledges that the Purchased Shares have not been registered under the Securities Act or under any state
securities laws. The Investor (i) is acquiring the Purchased Shares pursuant to an exemption from registration under the Securities Act
solely for investment with no present intention to distribute any of the Purchased Shares to any person, (ii) will not sell or otherwise
dispose of any of the Securities, except in compliance with the registration requirements or exemption provisions of the Securities Act
and any other applicable securities laws and, if applicable, with respect to outstanding Purchased Shares and, following Conversion (as
defined in the Preferred Stock Designation), Underlying Shares, as required by the Federal Reserve, in Permitted Transfers (as defined
below) or transfers to Affiliates of such Investor, (iii) is an Accredited Investor, and (iv) has such knowledge and experience in financial
and business matters and in investments of this type, including knowledge of the Company, that it is capable of evaluating the merits
and risks of the Company and of its investment in the Securities and of making an informed investment decision. The Investor is not a
registered broker-dealer under Section 15 of the Exchange Act or a person engaged in the business of being a broker-dealer. A
Permitted Transfer means a transfer by any Holder (as defined in the Preferred Stock Designation): (i) in a widespread public
distribution; (ii) in which no transferee (or group of associated transferees) would receive two percent (2%) or more of any class of
voting securities of the Company; or (iii) to a transferee that would control more than fifty percent (50%) of the voting securities of the
Company without any transfer from the Holder.
(b) The Investor has, either alone or through its representatives:
(i) consulted with its own legal, regulatory, tax, business, investment, financial and accounting advisers in connection
herewith to the extent it has deemed necessary in its sole discretion in connection with this Agreement and the Transactions;
(ii) had a reasonable opportunity to ask such questions as it has deemed necessary of, and to receive answers from, the
officers and representatives of the Company and the Bank concerning the Companys and the Banks financial condition and results of
operations, the business plan for the Company and the Bank, all employment agreements and benefit plans and other contractual
arrangements among the Company, the Bank and their respective management teams, the terms and conditions of the Transaction
(including the Private Placement and the issuance of the Securities), its regulatory situation and any additional relevant information that
the Company possesses, and any such questions have been answered to its satisfaction;
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(iii) had the opportunity to review and evaluate the following, among other things, in connection with its investment
decision with respect to the Securities: (A) all publicly available records and filings concerning the Company and the Bank, as well as
all other documents, records, filings, reports, agreements and other materials provided by the Company regarding its and the Banks
business, operations and financial condition sufficient to enable it to evaluate its investment; (B) certain investor presentation materials
(as these may be supplemented from time to time) that summarize this offering of Securities and the Transaction; and (C) this
Agreement, the Registration Rights Agreement and the exhibits, schedules and appendices attached hereto and thereto (collectively, the
documents referred to in clauses (B) and (C), the Private Placement Documents); and
(iv) made its own investment decisions based upon its own judgment, due diligence and advice from such advisers as
it has deemed necessary and not upon any view expressed by any other person, including any other Investor. The Investor has not relied
upon any other Investor in making its decisions to purchase Securities, or to enter into this Agreement or participate in the Transaction.
Neither such inquiries nor any other due diligence investigations conducted by the Investor or its advisors or representatives, if any,
shall modify, amend or affect the Investors right to rely on the Companys representations and warranties contained herein. The
Investor understands that (i) its investment in the Securities is speculative and involves a high degree of risk and it is able to afford a
complete loss of such investment, (ii) no representation is being made as to the business or prospects of the Company or the Bank after
completion of the Transaction or the future value of the Securities, and (iii) no representation is being made as to any projections or
estimates delivered to or made available to the Investors (or any of its affiliates or representatives) of the Companys or the Banks
future assets, liabilities, shareholders equity, regulatory capital ratios, net interest income, net income or any component of any of the
foregoing or any ratios derived therefrom. The Investor, either alone or together with its representatives, if any, has the knowledge,
sophistication and experience in financial and business matters as to fully understand and be capable of evaluating the merits and risks
of an investment in the Securities.
(c) The Investor acknowledges that the information in the Private Placement Documents is as of the date thereof and may not
contain all of the terms and conditions of the offering and sale of the Securities and the Transaction, and understands and acknowledges
that it is the Investors responsibility to conduct its own independent investigation and evaluation of the Company and the Subsidiaries,
the Bank and the Transaction, including (i) the business prospects and future operations of the Company after completion of the
Transaction, if applicable, and (ii) the management team that will operate and manage the Company following the completion of the
Transaction. The Investor is not relying upon, and has not relied upon, any advice, statement, representation or warranty made by any
person except for the express written statements, representations and warranties of the Company made or contained in this Agreement
and the other Private Placement Documents. Furthermore, the Investor acknowledges that: (A) the Investor has made, and has relied
upon, its own independent examination in purchasing the Purchased Shares, including of the Company and the Subsidiaries, the Bank,
the Transaction and the management team of the Company that will continue to operate and manage the Company after the completion
of the Transaction; (B) nothing in this Agreement or any other materials presented by or on behalf of the Company to the Investor in
connection with the purchase of the Purchased Shares constitutes legal, tax or investment advice; and (C) the Investor received or had
access to all of the information the Investor deemed necessary in order to make its investment decision in the Securities.
(d) The Investor has read and understands the risk factors outlining certain, but not all, risks related to the Company, the
Bank, and an investment in the Company set forth in (i) the Companys Form 10-K for the year ended December 31, 2011, (ii) each of
the Companys quarterly reports and other reports on SEC Form 10-Q or Form 8-K filed or furnished, as applicable, thereafter through
the date hereof, and (iii) the Private Placement Documents.
(e) The Investor understands that the Purchased Shares are being offered and sold to it by the Company through the
Placement Agent in reliance on specific exemptions from the registration requirements of U.S. federal and state securities laws and
regulations and that the Company is relying in part upon the truth and
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accuracy of, and the Investors compliance with, the representations, warranties, agreements, acknowledgments and understandings of
the Investor set forth herein in order to determine the availability of such exemptions and the eligibility of the Investor to acquire the
Purchased Shares.
(f) The Investor is not purchasing the Purchased Shares as a result of any advertisement, article, notice or other
communication regarding the Purchased Shares published in any newspaper, magazine or similar media or broadcast over television or
radio or presented at any seminar or any other general advertisement.
(g) The Investor understands that (i) no representation is being made as to the business or prospects of the Company or the
Bank after the Closing or the future value of the Securities; and (ii) no representation is being made as to any projections or estimates
delivered to or made available to the Investor (or any of its affiliates or representatives) of the Companys or the Banks future assets,
liabilities, shareholders equity, regulatory capital ratios, net interest income, net income or any component of any of the foregoing or
any ratios derived therefrom. The Investor, either alone or together with its representatives, if any, has the knowledge, sophistication and
experience in financial and business matters as to fully understand and be capable of evaluating the merits and risks of an investment in
the Securities and has the ability to bear the economic risks of an investment in the Securities and, at the present time, is able to afford a
complete loss of such investment.
(h) The Investor understands and agrees that the Securities are not deposits and are not insured or guaranteed by the FDIC or
any other Governmental Authority.
Section 3.05. Regulatory Approvals. The Investor has not been advised by any applicable Regulatory Authority, and has no
reasonable basis to believe, that any regulatory approvals required to consummate the Transaction will not be obtained.
Section 3.06. Sufficient Funds. The Investor at the Closing will have all funds necessary to pay and deliver the Purchase Price.
Section 3.07. No Acting in Concert, etc. Other than with affiliates of the Investor who may also be Investors, the Investor is not
acting in concert with any other Investor for the purpose of acquiring control of the Company, in each case as those terms are
defined for purposes of the Change in Bank Control Act and its implementing regulations.
Section 3.08. No Prior Proxies. To the extent the Investor beneficially owns shares of Common Stock, the Investor has not granted
any proxies to a third party that currently are in effect, nor has the Investor granted voting rights that currently are in effect, with respect
to such shares (other than, with respect to certain Investors, the irrevocable proxy granted to the Company as provided in
Section 6.04(c)).
ARTICLE IV.
CONDITIONS TO THE OBLIGATIONS
OF THE INVESTORS
The obligations of each Investor to purchase and pay for the Purchased Shares and to perform its obligations under this Agreement
are subject to the satisfaction or waiver (other than a waiver of any condition set forth in Section 4.06) by the Investor, on or before such
Closing Date, of the following conditions:
Section 4.01. Representations and Warranties to be True and Correct. The representations and warranties contained in Article 2
were true and correct in all material respects as of the date of this Agreement and are true and correct at and as of the Closing Date with
the same effect as though such representations and warranties had been made on and as of the Closing Date (except to the extent such
representations and warranties are limited expressly to an earlier date, in which case such representations and warranties were accurate,
on and as of such
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date), and a duly authorized officer of the Company has certified such compliance to the Investor in writing on its behalf. Any officers
certificate delivered by a duly authorized officer of the Company in connection with this Agreement shall be deemed a representation
and warranty by the Company hereunder.
Section 4.02. Performance. The Company has performed and complied in all material respects with each of its obligations
contained herein required to be performed or complied with by it prior to or at the Closing Date, and a duly authorized officer of the
Company has certified such compliance to the Investor in writing on its behalf.
Section 4.03. Preferred Stock Designation. The Company shall have duly filed the Preferred Stock Designation, substantially in
the form of Schedule I, as so amended, and filed the Series B Preferred Stock Amendment, substantially in the form of Schedule VII,
with the Florida Secretary of State, and such Preferred Stock Designation and Series B Preferred Stock Amendment shall be in full force
and effect.
Section 4.04. No Material Adverse Change. Since June 30, 2012, other than the 2012 MOU, there has not been any event or
occurrence that has had or is reasonably likely to have a Material Adverse Effect.
Section 4.05. Corporate Approvals; etc. All corporate approvals to be taken by the Company in connection with the Transaction
(including the Private Placement and the issuance of the Securities), other than the Shareholder Approvals, shall have been obtained and
remain in full force and effect. The Company shall have received an opinion from Hovde Financial, Inc. or another investment banker
(Investment Banker) that the Conversion Price (as defined in the Preferred Stock Designation) is fair from a financial point of view.
Section 4.06. Change in Control Waivers. Each director and executive officer of the Company and the Bank, and each other
employee of the Company or the Bank with Change of Control Benefits, has executed and delivered to the Investors a Waiver and
Acknowledgement Agreement substantially in the form of Schedule VIII, waiving all rights, if any, which he or she might otherwise
have to any Change of Control Benefits as a result of this Agreement or the Transaction.
Section 4.07. Regulatory Approvals.
(a) Solely as a result of the consummation of the Private Placement, the purchase of the Securities (assuming the Conversion)
shall not cause any Investor, other than CapGen, to be deemed to own, control or have the power to vote securities which would
represent 10% or more of the voting securities of the Company outstanding at such time.
(b) CapGen has received all regulatory approvals necessary to complete the Transaction, including (A) the prior consent,
approval, authorization, clearance, exemption, waiver or similar act from the applicable Regulatory Authorities; (B) all notice and
waiting periods required by law to pass have passed without adverse action; and (C) no orders or actions of any Governmental Authority
enjoining, restraining, prohibiting or invalidating the Transaction have been issued and remain in effect or are unstayed.
(c) Except as described in Section 2.07(a), no Regulatory Authority has (i) asserted a violation or noncompliance of any
Enforcement Action; (ii) revoked or restricted any permits held by the Company or any of the Subsidiaries; or (iii) issued, or required
the Company or any of the Subsidiaries to consent to the issuance or adoption of, a cease and desist or consent order, formal or written
agreement, directive, commitment or memorandum of understanding, or any board resolution or similar undertaking, formal or
informal, that, in the reasonable estimation of the Investor, restricts or materially affects the conduct of the business or future prospects
of the Company or such Subsidiary.
Section 4.08. Registration Rights Agreement. The Registration Rights Agreement has been executed and delivered simultaneously
with this Agreement, in substantially the form attached as Schedule X, and will be effective and in full force and effect upon the
Closing.
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Section 4.09. Sales of Shares. At the Closing, the Company shall complete the sale and issuance to all Investors in the aggregate
amount of $50.0 million of Preferred Stock, including (i) $27.530 million to CapGen and CapGen Capital Advisors LLC (of which
CapGen employees will contribute $1.21 million), and $2.530 million to CapGen affiliates and their interests, and (ii) $865,000 to
Company directors, executive officers and related persons (excluding affiliates of CapGen), in the Private Placement, in each case at a
Share Price of $1,000.00, in accordance with the terms of this Agreement and, as applicable, the Exchange Agreement, and subscription
agreements with Company directors, executive officers and related persons. Sales of shares of Preferred Stock to Company directors,
executive officers and related persons will be made pursuant to subscription agreements for cash or in exchange for the cancelation of
Company senior debt held by such persons, all at the Share Price of $1,000.00.
Section 4.10. Opinions. The Investors shall have received an opinion of counsel, dated as of the Closing Date and addressed to the
Investors, in such form and substance as are customary for transactions of this type and as reasonably requested by the Investors. The
Investors shall have received an opinion of Crowe Horwath LLP dated as of or updated to the Closing Date and addressed to the
Company, to the effect that the Transaction should not be an ownership change for purposes of Section 382 of the Code.
Section 4.11. No Suspensions of Trading in Common Stock or Listing. The Common Stock issued in the Conversion and issued
upon conversion of the Nonvoting Common Stock (i) shall be designated for listing and quotation on the Nasdaq Global Market or the
Nasdaq Capital Market and (ii) shall not have been suspended, as of the Closing Date, by the SEC or Nasdaq from trading on the
Nasdaq Global Market or the Nasdaq Capital Market.
ARTICLE V.
CONDITIONS TO THE OBLIGATIONS
OF THE COMPANY
The obligations of the Company to issue and sell the Purchased Shares to the Investors and to perform its obligations under this
Agreement are subject to the satisfaction or waiver by the Company, on or before such Closing Date, of the following conditions:
Section 5.01. Representations and Warranties to be True and Correct. The several and not joint representations and warranties of
each Investor contained in Article 3 are true and correct on and as of the Closing Date with the same effect as though such
representations and warranties had been made severally and not jointly by each Investor on and as of the Closing Date.
Section 5.02. Performance. Each Investor has performed and complied in all material respects with all agreements by it contained
herein required to be performed or complied with by it prior to or at the Closing Date.
Section 5.03. Investment Banking Opinion. The Company shall have received an opinion from the Investment Banker that the
Conversion Price (as defined in the Preferred Stock Designation) is fair from a financial point of view.
ARTICLE VI.
COVENANTS
Section 6.01. Commercially Reasonable Best Efforts. Each party and its officers and directors shall use their commercially
reasonable best efforts to take, or cause to be taken, all actions necessary or desirable to consummate and make effective the Transaction
as promptly as practicable. If requested by an Investor, the Company shall provide the Investors and its counsel with copies of all
applications, filings, notices to, and correspondence with all Governmental Authorities as well as Nasdaq in connection with the
Transaction, all of which shall be held, to the extent of information marked as confidential therein, confidential by the Investors.
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Section 6.02. Filings and Other Actions.
(a) Each Investor other than CapGen, with respect to itself only, on the one hand, and the Company, on the other hand, will
cooperate and consult with the other and use their commercially reasonable best efforts to provide all necessary and customary
information and data, to prepare and file all necessary and customary documentation, and to provide evidence of non-control of the
Company and the Bank, including executing and delivering to the applicable Governmental Authorities passivity commitments,
disassociation commitments and commitments not to act in concert, with respect to the Company or the Bank (the Commitments) in
the forms customary for transactions similar to the Transactions (including the Private Placement and the issuance of the Securities)
contemplated hereby, in each case, (i) necessary or advisable to consummate the Transactions contemplated by this Agreement, and to
perform their respective covenants herein and in the agreements attached as exhibits hereto and (ii) with respect to each Investor, to the
extent typically provided by such Investor to such third parties or Governmental Authorities, as applicable, under such Investors
policies consistently applied and subject to such confidentiality requests as any such Investor may reasonably seek. CapGen shall agree
to customary commitments required by the Federal Reserve in connection with any approvals required in connection with CapGens
investment.
(b) Each Investor, including CapGen, shall promptly file and effect all necessary and customary applications, notices,
petitions, filings and other documents, and to obtain all necessary and customary permits, consents, orders, approvals, determinations of
non-control for BHC Act and Change in Bank Control Act purposes (if necessary), and authorizations of, or any exemption by, all third
parties and Governmental Authorities, and the expiration or termination of any applicable waiting period, in each case, (i) necessary or
advisable to consummate the Transactions contemplated by this Agreement, and to perform their respective covenants herein and in the
agreements attached as exhibits hereto and (ii) with respect to each Investor, to the extent typically provided by such Investor to such
third parties or Governmental Authorities, as applicable, under such Investors policies consistently applied and subject to such
confidentiality requests as any such Investor may reasonably seek. Notwithstanding anything to the contrary set forth in Section 6.02(a),
Section 6.02(c) or in the immediately preceding sentence, the Investor shall not be required to provide information on its investors
solely in their capacities as limited, nonvoting partners or other similar passive, nonvoting, noncontrolling equity investors, and shall be
entitled to request confidential treatment from any Governmental Authority and not disclose to the Company any information that is
confidential and proprietary to the Investor.
(c) Each party shall execute and deliver both before and after the Closing such further certificates, agreements, documents
and other instruments and take such other actions as the other parties may reasonably request to consummate or implement such
transactions or to evidence such events or matters, subject, in each case, to clauses (i) and (ii) of Section 6.02(b). Each Investor and the
Company will have the right to review in advance, and to the extent practicable each will consult with the other, in each case subject to
applicable laws relating to the exchange of information, all the information relating to such other party, and any of their respective
Affiliates, which appears in any filing made with, or written materials submitted to, any third party or any Governmental Authority in
connection with the transactions to which it will be party contemplated by this Agreement; provided that (i) no Investor shall have the
right to review any such information relating to another Investor and (ii) an Investor shall not be required to disclose to the Company
any information that is confidential and proprietary to such Investor. Each party hereto agrees to keep the other party apprised of the
status of matters referred to in this Section 6.02. Each Investor shall promptly furnish the Company, and the Company shall promptly
furnish each Investor, to the extent permitted by applicable law, with copies of written communications received by it or its Subsidiaries
from, or delivered by any of the foregoing to, any Governmental Authority in respect of the transactions contemplated by this
Agreement.
(d) Each Investor, on the one hand, agrees to furnish the Company, and the Company, on the other hand, agrees, upon
request, to furnish to each Investor, all information concerning itself, its Affiliates, directors, officers, general partners and managing
members and such other matters as may be reasonably necessary or advisable in connection with the proxy statement in connection with
the special shareholders meeting at which the Shareholder Approvals of the Proposals are sought (the Shareholders Meeting).
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(e) To the extent the Company receives any confidential information under this Section 6.02, the Company shall not, and
shall cause its directors, officers, employees, representatives and agents not to, use, duplicate or disclose, in whole or in part, or permit
the use, duplication or disclosure of, any of such information in any manner whatsoever. The Company shall be responsible for any
breach of this Section 6.02 by any of its directors, officers, employees, representatives and agents. All information furnished or
disclosed pursuant to this Section 6.02 shall remain the sole property of the disclosing Investor.
Section 6.03. Corporate Approvals; Takeover Laws. The Company shall obtain all corporate approvals necessary for this
Agreement and the Transaction (including the Private Placement and the issuance of the Securities). The Company shall take all
reasonable steps to exclude the applicability of, or to assist in any challenge to the validity or applicability to the Transaction (including
the Private Placement and the issuance of the Securities) of, any applicable Takeover Laws, if any.
Section 6.04. Shareholder Approvals.
(a) As promptly as practicable following the date of this Agreement, the Company shall call the Shareholders Meeting for
the purpose of obtaining the Shareholder Approvals for each of the Proposals and shall use its commercially reasonable best efforts to
cause such Shareholders Meeting to occur as promptly as reasonably practicable. The Proxy Statement shall include the Company
Board Recommendation and the Board (and all applicable committees thereof) shall use their commercially reasonable best efforts to
obtain from the Companys shareholders the Shareholder Approvals for the Proposals as soon as practicable and not more than 50 days
following the Closing Date.
(b) Each director and executive officer of the Company and the Bank shall have delivered, upon the execution hereof, a
binding agreement in the form of Schedule IX to vote all their respective shares of Common Stock in favor of the Proposals.
(c) Each Investor, including CapGen, but excluding any Investor advised by Wellington Management Company, LLP (each,
an Excluded Shareholder), shall vote (or cause to be voted) all of its shares of Common Stock it beneficially owns, as of the date
hereof or hereafter acquired, in favor of each of the Proposals, and hereby grants the Company an irrevocable proxy, coupled with an
interest, to vote all of such shares in favor of the Proposals. Notwithstanding anything in this Agreement to the contrary, CapGen and
each Investor (other than Excluded Shareholders) acknowledges and agrees that this Section 6.04(c) shall include all of CapGens and
such Investors shares of Common Stock (whether currently beneficially owned or hereafter acquired) and shall be binding upon any
person to which the legal or beneficial ownership of such shares shall pass, whether by operation of law or otherwise, including
CapGens and each Investors (other than Excluded Shareholders) successors or assigns. The proxy granted by this Section 6.04(c)
shall be governed by the Florida Business Corporation Act. The obligations set forth in this Section 6.04(c) shall terminate upon the
earlier of (i) receipt, by the Company, of all of the Shareholder Approvals, or (ii) the date upon which this Agreement is terminated
pursuant to Article VIII.
(d) If on the date for which the Shareholders Meeting is scheduled (the Original Meeting Date), the Company has not
received proxies representing a sufficient number of votes to approve the Proposals, whether or not a quorum is present, the Investor
shall have the right to require the Company, and the Company shall have the right, to postpone or adjourn the Shareholders Meeting to
a date that shall not be more than 45 days after the Original Date. If the Company continues not to receive proxies representing a
sufficient number of votes to approve the Proposals, whether or not a quorum is present, the Investor shall have the right to require the
Company to, and the Company may, make one or more successive postponements or adjournments of the Shareholders Meeting as
long as the date of the Shareholders Meeting is not postponed or adjourned more than an aggregate of 45 days from the Original Date
in reliance on this Section 6.04(d). If the Shareholders Meeting is adjourned or postponed as a result of Applicable Law, including the
need to disseminate to Company shareholders any amendments or supplements to the Proxy Statement, any days resulting from such
adjournment or postponement shall not be included for purposes of the calculations of the number of days pursuant to this subsection.
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Section 6.05. Proxy Statement. As promptly as reasonably practicable after the date of this Agreement, (a) the Company shall
prepare and file with the SEC a letter to shareholders, notice of meeting, proxy statement and form of proxy that will be provided to
shareholders of the Company in connection with seeking the Shareholder Approvals of the Proposals (including any amendments or
supplements) at the Shareholders Meeting and any schedules required to be filed with the SEC in connection therewith (collectively,
the Proxy Statement) as required by the Exchange Act and the rules and regulations promulgated thereunder. None of the information
supplied or to be supplied by the Company or the respective Investors expressly for inclusion or incorporation by reference in the Proxy
Statement will, at the time it is filed with the SEC, on the date it is first mailed to the Companys shareholders, or at the time of the
Shareholders Meeting, contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or
necessary in order to make the statements therein, in light of the circumstances under which they are made, not misleading. The Proxy
Statement will comply as to form in all material respects with the requirements of the Exchange Act. Each of the Company and each
Investor shall obtain and furnish the information concerning itself and its Affiliates required to be included in the Proxy Statement. The
Company shall use its commercially reasonable best efforts to (i) respond as promptly as reasonably practicable to any comments
received from the SEC with respect to the Proxy Statement and (iii) seek to have the Proxy Statement declared definitive by the SEC at
the earliest reasonably practicable date. The Company shall promptly notify the Investors upon the receipt of any comments from the
SEC or its staff or any request from the SEC or its staff for amendments or supplements to the Proxy Statement (but not the substance of
such comments or requests, except to the extent such comments or requests relate to information regarding the Investor). If, at any time
prior to the Shareholders Meeting, any information relating to the Company or such Investor, or any of their respective Affiliates,
directors or officers should be discovered by the Company or any Investor, which should be set forth in an amendment or supplement to
the Proxy Statement, so that the Proxy Statement shall not contain any untrue statement of a material fact or omit to state any material
fact required to be stated therein or necessary in order to make the statements therein, in light of the circumstances under which they are
made, not misleading, the party that discovers such information shall promptly notify the other party, and an appropriate amendment or
supplement describing such information shall be filed by the Company with the SEC and, to the extent required by Applicable Law,
disseminated to the shareholders of the Company. Notwithstanding anything to the contrary stated above, prior to filing or mailing the
Proxy Statement (or any amendment or supplement thereto) or responding to any comments of the SEC or its staff with respect thereto,
and to the extent it involves disclosure regarding any Investor, such Investor shall be provided upon request, insofar as it relates to such
Investor, a reasonable opportunity to review and comment on such document or response insofar as it relates to such Investor, and shall
include in such document or response comments reasonably proposed by the Investors, as applicable.
Section 6.06. Registration Rights. The Company and the Investor shall execute and deliver upon the execution and delivery of this
Agreement, the Registration Rights Agreement in substantially the form attached as Schedule X, and the Registration Rights Agreement
shall become effective as of the Closing.
Section 6.07. Reservation and Nasdaq Listing of Shares. Upon and following the approval of the Capital Amendment, the
Company shall reserve and continue to reserve, free of any preemptive or similar rights, authorized but unissued shares of Common
Stock and Nonvoting Common Stock sufficient at all times for (i) the issuance and delivery upon the Conversion of all issued and
outstanding shares of Preferred Stock in accordance with the Preferred Stock Designation and (ii) the issuance and delivery of Common
Stock incident to the conversion and sale of Nonvoting Common Stock in accordance with its terms. The Company shall, as far in
advance of Closing as practicable, file an application to list the shares of Common Stock issuable in the Conversion and issuable upon
conversion of the Nonvoting Common Stock for trading on the Nasdaq Global Market or the Nasdaq Capital Market, as applicable, and
shall pay all fees and expenses in connection with such listing and related notices.
Section 6.08. Restricted Shares.
(a) Each Investor acknowledges and agrees that there are substantial restrictions on the transferability of the Securities. Each
Investor further understands and agrees that the Securities have not been registered under
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the Securities Act and are restricted securities within the meaning of Rule 144 under the Securities Act and may not be sold,
transferred, or otherwise disposed of without registration under the Securities Act or pursuant to an exemption therefrom.
(b) Notwithstanding any other provision of this Article VI, each Investor covenants that the Securities may be disposed of
only pursuant to an effective registration statement under, and in compliance with the requirements of, the Securities Act, or pursuant to
an available exemption from, or in a transaction not subject to, the registration requirements of the Securities Act, and in compliance
with any applicable state, federal or foreign securities laws. In connection with any transfer of the Securities other than (i) pursuant to an
effective registration statement, (ii) to the Company or (iii) pursuant to Rule 144, provided that the transferor provides the Company
with reasonable assurances (in the form of a seller representation letter and, if applicable a broker representation letter) that such
Securities may be sold pursuant to such rule, the Company may require the transferor thereof to provide to the Company and the
Transfer Agent, at the transferors expense, an opinion of counsel selected by the transferor and reasonably acceptable to the Company
and the Transfer Agent, the form and substance of which opinion shall be reasonably satisfactory to the Company and the Transfer
Agent, to the effect that such transfer does not require registration of such transferred Securities under the Securities Act. As a condition
of transfer (other than pursuant to clauses (i), (ii) or (iii) of the preceding sentence), any such transferee shall agree in writing to be
bound by the terms of this Agreement and shall have the rights of the transferring Investor under this Agreement and the Registration
Rights Agreement with respect to such transferred Securities.
(c) Each Investor covenants that it will not knowingly make any sale, transfer, or other disposition of any Securities, or
engage in hedging transactions with respect to such Securities, in violation of the Securities Act (including Regulation S) or the
Exchange Act, and, if applicable, with respect to outstanding Purchased Shares or, following Conversion (as defined in the Preferred
Stock Designation), Underlying Shares, will only transfer such Securities as required by the Federal Reserve in Permitted Transfers or
transfers to Affiliates of such Investor.
(d) Each Investor acknowledges and agrees that: (a) each certificate evidencing the Securities will bear a legend to the effect
set forth below; and (b) except to the extent such restrictions are waived by the Company, neither shall transfer any Securities
represented by any such certificate without complying with the restrictions on transfer described in the legend endorsed on such
certificate, as follows and which shall be delivered also as instructions to the Companys transfer agent:
THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY STATE AND MAY NOT BE SOLD,
TRANSFERRED, ASSIGNED, PLEDGED, HYPOTHECATED OR OTHERWISE DISPOSED OF EXCEPT PURSUANT TO
AN EFFECTIVE REGISTRATION STATEMENT RELATING THERETO UNDER SUCH ACT AND APPLICABLE STATE
SECURITIES LAWS OR PURSUANT TO AN AVAILABLE EXEMPTION FROM REGISTRATION UNDER SUCH ACT OR
SUCH LAWS.
(e) The restrictive legend set forth in Section 6.08(d) above shall be removed and the Company shall issue a certificate
without such restrictive legend or any other restrictive legend to the holder of the applicable Securities upon which it is stamped or issue
to such holder by electronic delivery at the applicable balance account at DTC, if (i) such Securities are registered for resale under the
Securities Act, (ii) such Securities are sold or transferred pursuant to Rule 144, or (iii) such Securities are eligible for sale under Rule
144, without the requirement for the Company to be in compliance with the current public information required under Rule 144(c)(1)
(or Rule 144(i)(2), if applicable) as to such Securities and without volume or manner-of-sale restrictions. Following the earlier of (i) the
effective date of the registration statement registering the Securities for resale (the Resale Registration Statement) or (ii) Rule 144
becoming available for the resale of Securities, without the requirement for the Company to be in compliance with the current public
information required under 144(c)(1) (or Rule 144(i)(2), if applicable) as to the Securities and without volume or manner-of-sale
restrictions, the Company shall, upon delivery of appropriate documentation by the Holder, instruct the Transfer Agent at the
C-26

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
Companys expense, to remove the legend from the Securities. If a legend is no longer required pursuant to the foregoing, the Company
will no later than 3 Trading Days following the delivery by a Holder to the Company or the Transfer Agent (with notice to the
Company) of a legended certificate or instrument representing such Securities (endorsed or with stock powers attached, signatures
guaranteed, and otherwise in form necessary to affect the reissuance and/or transfer) and a representation letter to the extent required by
Section 6.08(b), (such third Trading Day, the Legend Removal Date) deliver or cause to be delivered to such Investor a certificate or
instrument (as the case may be) representing such Securities that is free from all restrictive legends. The Company may not make any
notation on its records or give instructions to the Transfer Agent that enlarge the restrictions on transfer set forth in this Section 6.08(e).
Certificates for Securities free from all restrictive legends may be transmitted by the Transfer Agent to the Investors by crediting the
account of the Investors prime broker or other broker with DTC as directed by such Investor.
(f) Each Investor hereunder acknowledges its primary responsibilities under the Securities Act and accordingly will not sell
or otherwise transfer the Securities or any interest therein without complying with the requirements of the Securities Act and the rules
and regulations promulgated thereunder. Except as otherwise provided below, while the Resale Registration Statement remains
effective, each Investor hereunder may sell the Securities registered in accordance with the plan of distribution contained in the Resale
Registration Statement and if it does so it will comply therewith and with the related prospectus delivery requirements unless an
exemption therefrom is available or unless the Securities registered are sold pursuant to Rule 144. Each Investor, severally and not
jointly with the other Investors, agrees that if it is notified by the Company in writing at any time that the Resale Registration Statement
registering the resale of the Securities is not effective or that the prospectus included in such Resale Registration Statement no longer
complies with the requirements of Section 10 of the Securities Act, the Investor will refrain from selling such Securities registered until
such time as the Investor is notified by the Company that such Resale Registration Statement is effective or such prospectus is
compliant with Section 10 of the Exchange Act, unless such Investor is able to, and does, sell such Securities registered pursuant to an
available exemption from the registration requirements of Section 5 of the Securities Act.
Section 6.09. Information, Access and Confidentiality.
(a) From the date hereof until the date following the Closing Date on which the Investor Percentage Interest of an Investor
(other than CapGen), together with the Investor Percentage Interests of Investors that share a common investment advisor with such
Investor, is, in the aggregate, less than 5%, the Company and the Subsidiaries will permit such Investor, whether or not such Investor
qualifies, or is intended to qualify, as a venture capital operating company (a VCOC) as defined in the regulations (the Plan Asset
Regulations) issued by the Department of Labor at 29 C.F.R. Section 2510.3 101, as the same may be amended from time to time (each
such person a VCOC Rights Inspector), to have customary and appropriate VCOC rights, including consultations rights, inspection
and access rights, and rights to receive materials for all meetings of the Board of Directors, and the right to audited and unaudited
financial statements, annual budget and other financial and operations information, including advance notification of and consultation
with respect to significant corporate actions) relating to inspection, information and consultation with respect to the Company or the
Bank. Any consultation or inspection permitted pursuant to this Section 6.09 shall be conducted during normal business hours and in
such a manner as not to interfere unreasonably with the conduct of the business of the Company or the Subsidiaries, and nothing herein
shall require the Company or the Subsidiaries to disclose any information to the extent (1) prohibited by Applicable Laws or (2) that the
Company or the Subsidiaries reasonably believe such information to be competitively sensitive proprietary information (except to the
extent the Investor provides assurances reasonably acceptable to the Company or such Subsidiary, as applicable, that such information
shall not be used by the Investor or its affiliates to compete with the Company or such Subsidiary, as applicable). Such Investor also
shall hold and use any information that it receives pursuant to this Section solely for purposes of managing its investment in the
Company, and shall not use or disclose any material nonpublic information regarding the Company to trade in Company securities or
any derivatives thereof. Notwithstanding the foregoing, nothing herein shall require the Company or the Subsidiaries to (1) honor a
request from such Investor to visit
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and inspect any of the offices and properties of the Company and the Subsidiaries and inspect and copy the books and records of the
Company and the Subsidiaries more frequently than once per quarter, or (2) make appropriate officers and directors of the Company and
the Subsidiaries available to such Investor for consultation with the Investor or its designated representative with respect to matters
relating to the business and affairs of the Company and the Subsidiaries more frequently than once per quarter. Any information to be
provided to an Investor hereunder shall be sent or provided only to the Person or department set forth on such Investors signature page
hereto as the Person or department to receive notices under this Agreement, and neither the Company nor any Person acting on its
behalf shall send or provide information hereunder to any other Person on behalf of any Investor without the prior written consent of
such person or a member of such department.
(b) From the date of this Agreement until the date when CapGens Investor Percentage Interest is less than 5%, the Company
shall, and will cause each of the Subsidiaries to, give CapGen and its representatives (including officers and employees of CapGen, and
counsel, accountants, investment bankers, potential lenders and other professionals retained by CapGen) full access during normal
business hours to all of their properties, books and records (including tax returns and appropriate work papers of independent auditors
under normal professional courtesy, but excluding those books and records that under Applicable Laws, or under confidentiality
agreements, are required to be kept confidential) and to knowledgeable personnel of the Company and to such other information as
CapGen may reasonably request. As long as CapGen is a bank holding company deemed by the Federal Reserve to control the
Company and the Bank under the BHC Act, the Company and the Bank shall cooperate with CapGen, and provide all information
requested by CapGen to prepare and fill all reports, applications and other filings with the Federal Reserve and other Governmental
Authorities.
(c) Each Investor shall, and shall cause its representatives to, hold all material nonpublic information received as a result of
its access to the properties, books and records of the Company or the Subsidiaries in confidence, except to the extent that information
(i) is or becomes available to the public (other than through a breach of this Agreement), (ii) becomes available to the Investor or its
representatives from a third party that, insofar as the Investor is aware, is not under an obligation to the Company or to a Subsidiary to
keep the information confidential, (iii) was known to the Investor or its representatives on a non-confidential basis before it was made
available to the Investor or its representative by the Company or a Subsidiary, or (iv) otherwise is independently developed by the
Investor or its representatives. Each Investor shall, at the Companys request made at any time after the termination of this Agreement
without the Closing having occurred, or at any time such Investors Investor Percentage is less than 5%, deliver to the Company all
documents and other material nonpublic information obtained by the Investor or its representatives from the Company or its
Subsidiaries, or certify that such material has been destroyed by the Investor. The Investor acknowledges that it is aware of, and will
comply with, applicable restrictions on the use of material nonpublic information with respect to the Company and its Subsidiaries
imposed by the United States federal securities laws. Any examination or investigation made by the Investor, its representatives or any
other persons as contemplated by this Section 6.09 shall not affect any of the representations and warranties hereunder.
Section 6.10. Conduct of Business Prior to Closing. Except as otherwise expressly contemplated or permitted by this Agreement
or with the prior written consent of CapGen (which consent shall not be unreasonably withheld or delayed) (which is a separate right
granted to CapGen for itself and no other Investor), during the period from the date of this Agreement to the Closing Date, the Company
shall, and shall cause each Subsidiary to, (a) conduct its business only in the usual, regular and ordinary course consistent with past
practice; and (b) take no action that would reasonably be expected to adversely affect or delay the receipt of any Shareholder Approvals,
provided nothing in this Section 6.10 or in Section 6.11 shall limit or prohibit (i) the Exchange of Series B Preferred Stock for shares of
Preferred Stock as provided in the Exchange Agreement or (ii) the Asset Sale.
C-28

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
Section 6.11. Company Forbearances. Except as expressly contemplated or permitted by this Agreement, during the period from
the date of this Agreement to the Closing, the Company shall not, and shall not permit any Subsidiary to, without the prior written
consent of CapGen (which is a separate right granted to CapGen for itself and no other Investor):
(a) declare or pay any dividends or distributions on its capital stock, or directly or indirectly redeem, purchase or otherwise
acquire, any shares of its capital stock, trust preferred securities issued by a Company Subsidiary or any junior subordinated debentures
issued in connection therewith, or other equity interest or any securities or obligations convertible into or exchangeable for any shares of
its capital stock or other equity interest or stock appreciation rights or grant any person any right to acquire any shares of its capital
stock or other equity interest, other than dividends paid by any wholly-owned Subsidiaries;
(b) issue or commit to issue any additional shares of capital stock or other equity interest, or any trust preferred securities,
securities convertible into or exercisable for, or any rights, warrants or options to acquire, any additional shares of capital stock or other
equity interest (except (i) options, restricted stock or other equity grants approved by the Board or the Organization and Compensation
Committee of the Board under the Companys equity incentive plans in accordance with past practice, or in accordance with the terms
of any employment agreements in existence as of the date hereof (including the Green Employment Agreement or the Incandela
Employment Agreement, as these may be amended with approval of the Companys Compensation Committee to change Restricted
Stock awards to options, in whole or in part, to change the vesting periods, but not less than the current vesting periods, or to provide
that the amount of equity grants to each of Stephen C. Green and Margaret A. Incandela will be based on the total number of shares of
Common Stock and Nonvoting Common Stock issued in the Private Placement), (ii) pursuant to the exercise of outstanding options,
(iii) the Securities, and (iv) 5,000 shares of Series B Preferred Stock and the shares of Preferred Stock issuable in exchange therefor
pursuant to the Exchange Agreement);
(c) amend the Articles of Incorporation, the Companys bylaws or other governing instruments of the Company or any
Subsidiary, except that the Company shall adopt and use its best efforts to obtain the Shareholder Approval of the Capital Amendment
attached as Schedule V hereto and shall adopt and file the Preferred Stock Designation and Series B Preferred Stock Amendment
attached as Schedules I and VII hereto;
(d) incur any additional debt obligation or other obligation for borrowed money except in the ordinary course of the business
of the Subsidiaries consistent with past practices (which shall include, for the Subsidiaries that are depository institutions, creation of
deposit liabilities, purchases of federal funds, sales of certificates of deposit consistent with and subject to requirements of
Governmental Authorities, advances from Federal Home Loan Bank of Atlanta or the Federal Reserve Bank of Atlanta, entry into
repurchase agreements fully secured by U.S. government or agency securities), or impose, or suffer the imposition, on any shares of
capital stock or other equity interest held by the Company or any Subsidiary of any lien or permit any such lien to exist;
(e) adjust, split, combine or reclassify any capital stock or equity interests of the Company or any Subsidiary or issue or
authorize the issuance of any other securities with respect to or in substitution for shares of its capital stock or sell, lease, mortgage or
otherwise encumber or agree to any Liens upon any shares of capital stock or equity interests of any Subsidiary or any asset of the
Company or any Subsidiary other than (i) in the ordinary course of business as permitted by Section 6.11(d) for reasonable and adequate
consideration, or (ii) as contemplated in Section 6.11(e) of the Disclosure Schedule;
(f) acquire any direct or indirect equity interest in any person, other than in connection with (i) foreclosures in the ordinary
course of business of debts previously contracted in good faith and (ii) holdings of securities solely in its fiduciary capacity;
(g) grant any increase in compensation or benefits to the directors, officers or employees of the Company or any Subsidiary,
except in accordance with past practices previously disclosed; pay any bonus except in accordance with past practices and pursuant to
the provisions of an applicable program or plan adopted by the
C-29

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
Board prior to the date of this Agreement as previously disclosed; or, enter into or amend, except to waive or eliminate any provision
that would deem the acquisition of the Purchased Shares by the Investors or that any other aspect of the Transactions are a change in
control or acceleration event under, any severance, change in control agreements or equity awards with or to directors, officers or
employees of the Company or any Subsidiary;
(h) enter into or amend any employment agreement between the Company or any Subsidiary and any person (unless (i) such
amendment is required by Applicable Law or (ii) it changes the terms or nature of any equity incentive approved by the Companys
Compensation Committee) that the Company does not have the unconditional right to terminate without liability (other than liability for
services already rendered), at any time on or after the Closing;
(i) except as set forth on Section 6.11(i) of the Disclosure Schedule, adopt any new employee benefit plan or employee
benefits of the Company or any Subsidiary or make any material change in or to any existing employee benefit plans or employee
benefits of the Company or any Subsidiary, other than the Incentive Plan Amendment and any such change that is required by
Applicable Law or that, in the opinion of counsel, is necessary or advisable to maintain the tax qualified status of any such plan;
(j) make any material change in any accounting methods or systems of internal accounting controls, except as may be
appropriate to conform to changes in GAAP or as required by any Regulatory Authority;
(k) (i) commence any litigation other than in connection with collections of debt consistent with past practice, (ii) settle any
litigation involving any liability of the Company or any Subsidiary for money damages which individually or in the aggregate, exceed
or impose restrictions upon the operations of the Company or any Subsidiary, or (iii) modify, amend or terminate any material contract
described in Section 2.14 or waive, release, compromise or assign any material rights or claims;
(l) enter into any material transaction not in the ordinary course of business other than the Asset Sale and as contemplated
hereby, or not consistent with safe and sound banking practices or Applicable Law;
(m) fail to file timely any report required to be filed by it with any Regulatory Authority, including the SEC;
(n) make any loan or advance to any 5% or greater shareholder, director or officer of the Company or any of the Subsidiaries,
or any member of the immediate family of the foregoing, or any Related Interest or any affiliate of any of the foregoing, except for
renewals of any loan or advance outstanding as of the date of this Agreement on terms and conditions substantially similar to the
original loan or advance;
(o) cancel without payment in full, or modify in any material respect any agreement relating to, any loan or other obligation
receivable from any 5% shareholder, director or officer of the Company or any Subsidiary or any member of the immediate family of
the foregoing, or any Related Interest or any affiliate of any of the foregoing;
(p) except as expressly contemplated by this Agreement, enter into any agreement for services or otherwise with any 5%
shareholders, directors, officers or employees of the Company or any Subsidiary or any member of the immediate family of the
foregoing, or any Related Interest or any affiliate of any of the foregoing;
(q) modify, amend or terminate any material contract described in Section 2.14 or waive, release, compromise or assign any
material rights or claims, except in the ordinary course of business consistent with past practice and for fair consideration;
(r) close any banking office where a notice of such closure is required under Section 42 of the Federal Deposit Insurance Act,
as amended (the FDI Act) and applicable regulations thereunder;
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(s) except as required by Applicable Law or as required by applicable Regulatory Authority, change its or any of the
Subsidiaries lending, investment, liability management and other material banking policies in any material respect;
(t) take any action that would cause the Transactions to be subject to requirements imposed by any Takeover Law, or fail to
take all necessary steps within its control to exempt (or ensure the continued exemption of) the Transactions from, or if necessary
challenge the validity or applicability of, any applicable Takeover Law, as now or hereafter in effect;
(u) make or renew any loan or extension of credit to any person (including, in the case of an individual, his or her immediate
family) or to any Related Interest or otherwise, except in accordance with the Banks policies, Applicable Law and the 2012 MOU;
(v) increase or decrease the rates of interest paid on deposits or increase the amount of brokered or internet deposits, except
consistent with the Banks past practices, the 2012 MOU and Applicable Law;
(w) purchase or otherwise acquire any investment securities for its own account, except in accordance with the Banks
policies, including its asset/liability policy, and in accordance with Applicable Law and the 2012 MOU;
(x) except for the Asset Sale and the disposition of substandard assets consistent with the Companys overall strategy as
disclosed in the Companys quarterly report on Form 10-Q as of and for the period ended June 30, 2012, and except for OREO reflected
on the books of the Company or the Bank as of the date hereof, the sale of which will not result in a loss, individually or in the
aggregate of $100,000 or more, sell, transfer, convey or otherwise dispose of any real property or other assets or interests therein having
a book value individually or in the aggregate in excess of or in exchange for consideration in excess of, $100,000 without prior Board
approval, and in accordance with the Companys policies, Applicable Law and the 2012 MOU;
(y) make or commit to make any capital expenditures in excess of $100,000, individually or in the aggregate, without prior
Board approval; or
(z) agree to, or make any commitment to, take any of the actions prohibited by this Section 6.11.
Section 6.12. Investor Call. CapGen will issue the Investor Call to its investors promptly after receipt of the last approval of the
Regulatory Authorities needed for Closing of the Private Placement, or at such other later date and time as may agreed upon by CapGen
and the Company.
Section 6.13. Press Releases; Public Disclosure.
(a) The Company and CapGen shall consult with each other before issuing any press release with respect to the Transaction
or this Agreement and shall not issue any such press release or make any such public statements without the prior consent of the other,
which consent shall not be unreasonably withheld or delayed; provided, however, that the Company may, without the prior consent of
CapGen (but after such consultation, to the extent practicable in the circumstances), issue such press release or make such public
statements or filings as may be required by Applicable Law or the Nasdaq Global Market.
(b) Subject to each partys disclosure obligations imposed by law or regulation or the Nasdaq listing rules applicable to the
Company, each of the parties hereto will cooperate with each other in the development and distribution of all news releases and other
public information disclosures with respect to this Agreement and any of the transactions contemplated by this Agreement, and neither
the Company nor any Investor will make any such news release or public disclosure without first notifying the other, and, in each case,
also receiving the others consent (which shall not be unreasonably withheld or delayed), provided that nothing in this Section 6.13
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shall prevent the Company from making timely disclosures under the Securities Act, the Exchange Act and the Nasdaq listing rules.
CapGen authorizes the Company to publicly disclose its name but otherwise no such public disclosure of an Investor or its investment
advisor will be made by the Company (other than in a Resale Registration Statement), except to the extent required by Applicable Law
or authorized in writing by such Investor, and to all applicable Governmental Authorities and Nasdaq. The Company and each Investor
agree that within one Business Day following the Closing, the Company shall publicly disclose the closing of the transactions
contemplated by this Agreement including the Private Placement. On or before 9:00 A.M. New York City time, on the second Business
Day immediately following the Closing Date, the Company will file a Current Report on Form 8-K with the SEC describing the terms
of this Agreement.
(c) By 9:00 A.M., New York City time, on the Business Day immediately following execution of this Agreement, the
Company shall issue one or more press releases (collectively, the Press Release) disclosing all material terms of the transactions
contemplated hereby (including the Private Placement). On or before 9:00 A.M., New York City time, on the second Business Day
immediately following the execution of this Agreement, the Company will file a Current Report on Form 8-K with the SEC describing
the terms of the Private Placement Documents (and including as exhibits to such Current Report on Form 8-K the material Private
Placement Documents, including this Agreement and the Registration Rights Agreement). Notwithstanding the foregoing, the Company
shall not publicly disclose the name of the Investor or any affiliate or investment adviser of the Investor, or include the name of the
Investor or any affiliate or investment adviser of the Investor in any press release or in any filing with the SEC (other than a Resale
Registration Statement) or any regulatory agency or Nasdaq, without the prior written consent of the Investor, except (i) as required by
the federal securities laws and (ii) to the extent such disclosure is required by law, at the request of applicable Governmental Authorities
or Nasdaq.
Section 6.14. Use of Proceeds. The Company shall use the net proceeds from the sale of the Preferred Stock primarily to support
the Banks capital, as disclosed in the Private Placement Documents.
Section 6.15. Form D Filings. The Company will timely file all Form Ds required with respect to the Transaction under SEC
Regulation D with the SEC and with all other applicable securities and blue sky jurisdictions, and will pay any applicable filing fees.
Section 6.16. Standstill. From the Closing Date until the Conversion, no Investor shall transfer, sale, give, pledge, hypothecate or
otherwise dispose of, or agree to do any of the foregoing with respect to, any or all of the Investors Common Stock beneficially owned
by the Investor as of the Closing Date, or any interest therein, provided, however, all shares of Series B Preferred Stock shall be
converted into shares of Series A Preferred Stock upon the Closing Date.
ARTICLE VII.
OTHER AGREEMENTS
Section 7.01. Bank Holding Company Status. No Investor other than CapGen shall exercise control for purposes of the BHCA
or the Change in Bank Control Act, of the Company or the Bank, upon or following the Closing or the Conversion.
Section 7.02. Preemptive Rights. (a) Except as provided in Section 7.02(f), if the Company offers to sell Covered Securities (as
defined below) in a public or private offering of Covered Securities solely for cash any time during a period of 24 months commencing
on the Closing Date (a Qualified Offering), each Investor shall be afforded the opportunity to acquire from the Company, for the same
price and on the same terms as such Covered Securities are offered, in the aggregate up to the amount of Covered Securities required to
enable it to maintain its Investor Percentage Interest. Investor Percentage Interest means, as of any date of determination, the
percentage equal to (A) the aggregate number of shares of Common Stock beneficially owned by the Investor
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as of the date of determination (assuming Conversion) divided by (B) the total number of outstanding shares of Common Stock as of
such date (assuming Conversion). Covered Securities means Common Stock and any rights, options or warrants to purchase or
securities convertible into or exercisable or exchangeable for Common Stock, other than securities that are (A) issued by the Company
pursuant to any employment contract, employee incentive or benefit plan, stock purchase plan, stock ownership plan, stock option or
equity compensation plan or other similar plan where stock is being issued or offered to a trust, other entity to or for the benefit of any
employees, consultants, officers or directors of the Company, (B) issued by the Company in connection with a business combination or
other merger, acquisition or disposition transaction, partnership, joint venture, strategic alliance or investment by the Company or
similar non-capital raising transaction, (C) issued as a dividend or in connection with a dividend reinvestment or shareholder purchase
plan or (D) any share of Common Stock issued upon Conversion of Purchased Shares or upon or resulting (directly or indirectly) from
the Exchange.
(b) Prior to making any Qualified Offering of Covered Securities, the Company shall give the Investor written notice at the
address shown on each Investors signature page hereto of its intention to make such an offering, describing, to the extent then known,
the anticipated amount of securities, and other material terms then known to the Company upon which the Company proposes to offer
the same (such notice, a Qualified Offering Notice). The Investor shall then have 10 days after receipt of the Qualified Offering
Notice (the Offer Period) to notify the Company in writing that it intends to exercise such preemptive right and as to the amount of
Covered Securities the Investor desires to purchase, up to the maximum amount calculated pursuant to Section 7.02(a) (the Designated
Securities). Such notice constitutes a non-binding indication of interest of the Investor to purchase the amount of Designated Securities
specified by the Investor (or a proportionately lesser amount if the amount of Covered Securities to be offered in such Qualified
Offering is subsequently reduced) at the price (or range of prices) established in the Qualified Offering and other terms set forth in the
Companys notice to it. Any failure to respond or to confirm the Investors interest in purchasing any Covered Securities to which it is
entitled under this Section 7.02 during the Offer Period constitutes a waiver of its preemptive rights in respect of such offering or as to
the Covered Securities as to which no interest in purchasing is received, as applicable. The sale of the Covered Securities in the
Qualified Offering, including any Designated Securities, shall be closed not later than 120 days after the end of the Offer Period except
as to any Investor that requires prior approval of the Federal Reserve and/or other Governmental Authorities, in which case the closing
of any the sale of Covered Securities to such Investor shall occur as soon as practicable following the receipt of all necessary
Governmental Authority approvals and the expiration of statutory waiting periods. The Covered Securities to be sold to other investors
in such Qualified Offering shall be sold at a price not less than, and upon terms no more favorable to such other investors than, those
specified in the Qualified Offering Notice. If the Company does not consummate the sale of Covered Securities to other investors within
such 120-day period (excluding Investors that require prior approval of the Federal Reserve and/or other Governmental Authorities), the
right provided hereunder shall be revived and such securities shall not be offered unless first reoffered to the Investors in accordance
herewith. Notwithstanding anything to the contrary set forth herein and unless otherwise agreed by the Investor, by not later than the end
of such 120-day period, the Company shall either confirm in writing to the Investor that the Qualified Offering has been abandoned or
shall publicly disclose its intention to issue the Covered Securities in the Qualified Offering, in either case in such a manner that the
Investor will not be in possession of any material, non-public information thereafter.
(c) If the Investor exercises its preemptive right provided in this Section 7.02 with respect to a Qualified Offering that is an
underwritten public offering or an offering made to qualified institutional buyers (as such term is defined in SEC Rule 144A under the
Securities Act) for resale pursuant to Rule 144A under the Securities Act (a Rule 144A offering), a private placement or other
offering, whether not registered under the Securities Act, the Company shall offer and sell the Investor, if any such offering is
consummated, the Designated Securities (as adjusted, upward to reflect the actual size of such offering when priced but not in excess of
each Investors Investor Percentage Interest) at the same price as the Covered Securities are offered to third persons (not including the
underwriters or the initial purchasers in a Rule 144A offering that is being reoffered by the initial purchasers) in such offering and shall
provide written notice of such price upon the determination of such price.
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(d) Anything to the contrary in this Section 7.02 notwithstanding, the preemptive right to purchase Covered Securities
granted by this Section 7.02 shall terminate as of and not be available any time after the date on which the Investor sells all of the
Purchased Shares or all of its interest therein.
(e) In addition to the pricing provision of Section 7.02(c), the Company will offer and sell the Designated Securities to the
Investor upon terms and conditions not less favorable than the most favorable terms and conditions offered to other persons or entities in
a Qualified Offering.
(f) Notwithstanding anything to the contrary contained herein, (i) the preemptive rights set forth in this Section 7.02 or the
Initial Investment Agreement shall not apply to (x) the sale of 5,000 shares of Series B Preferred Stock to CapGen, or (y) a Qualified
Offering that is a public offering of up to $10 million of shares of Common Stock offered to (or issuable upon the exercise of
subscription rights offered to) existing holders of Common Stock, other than the Investors, on a pro rata basis within six months of the
Closing (the Rights Offering), and each Investor waives any and all rights it has or may have to participate in the Rights Offering; and
(ii) if the Investor is offered the opportunity to exercise the preemptive rights set forth in this Section 7.02 as part of a private placement
offering by the Company, then the Company shall have no obligation to provide similar preemptive rights in any concurrent public
offering or related rights offering, at the same price per share as such private placement, to its existing shareholders other than the
Investors.
Section 7.03. Compensation Matters. Prior to the Closing, the Board (or, if appropriate, any committee thereof) shall adopt
appropriate resolutions and take all other actions necessary and appropriate (including securing any necessary waivers or consents) to
provide that the issuance of the Purchased Shares to the Investor as contemplated by this Agreement will not trigger any Change of
Control Benefits under any change of control provision in any agreements to which the Company, the Bank or any of the Subsidiaries
is a party, including any employment, change in control, equity award, option, severance or other compensatory agreements and any
Benefit Plan, and shall deliver true and complete copies of duly executed Waiver and Acknowledgement Agreements substantially in
the form of Schedule VIII from each director and executive officer of the Company and the Bank, and each other employee of the
Company or the Bank with Change of Control Benefits, waiving all rights, if any, which he or she might otherwise have to any Change
of Control Benefits as a result of this Agreement or the Transaction.
Section 7.04. Commercially Reasonable Best Efforts. After the Closing Date, each party and its officers and directors shall use
their respective commercially reasonable best efforts to take, or cause to be taken, all further actions necessary or desirable to carry out
the purposes of this Agreement and their respective covenants, agreements and obligations hereunder.
Section 7.05. Manner of Offerings. The Company is offering the Purchased Shares through the Placement Agent to Investors that
are Accredited Investors in transactions exempt from registration under Section 4(a)(2) of the Securities Act. Each Investor shall
purchase its Purchased Shares at the same per share price being offered to the other Investors, and the complete terms and conditions of
each Investors purchase of its Purchased Shares are set forth herein.
Section 7.06. Indemnification.
(a) Indemnification of Each Investor. In addition to the indemnity provided in the Registration Rights Agreement, to the
extent allowed under Applicable Law, the Company will indemnify and hold each Investor and its directors, officers, shareholders,
members, partners, employees, agents, investment advisors and representatives (and any other persons with a functionally equivalent
role of a person holding such titles notwithstanding a lack of such title or any other title), each person who controls the Investor (within
the meaning of Section 15 of the Securities Act and Section 20 of the Exchange Act), and the directors, officers, shareholders, members,
partners, employees, agents, investment advisors and representatives (and any other persons with a functionally equivalent role of a
person holding such titles notwithstanding a lack of such title or any other title)
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of such controlling person (each, an Investor Party), from any and all losses, liabilities, obligations, claims, contingencies, damages,
costs and expenses, including all judgments, amounts paid in permitted settlements, court costs and reasonable attorneys fees and
expenses of one counsel and costs of investigation (Losses) that any such Investor Party may suffer or incur as a result of (i) any
material breach of any of the representations, warranties, covenants or agreements made by the Company in this Agreement or (ii) any
action instituted against an Investor Party in any capacity, by any shareholder of the Company who is not Investor Party or an affiliate of
that Investor Party, with respect to any of the transactions contemplated by this Agreement. The Company will not be liable to any
Investor Party under this Agreement to the extent, but only to the extent that, Losses are attributable to any Investors material breach of
any of the representations, warranties, covenants or agreements made by such Investor in this Agreement or in the other Private
Placement Documents.
(b) Conduct of Indemnification Proceedings. Promptly after receipt by any Investor Party (the Indemnified Person) of
notice of any demand, claim or circumstances which would or might give rise to a claim or the commencement of any action,
proceeding or investigation in respect of which indemnity may be sought pursuant to Section 7.06(a), such Indemnified Person shall
promptly notify the Company in writing and the Company shall assume the defense thereof, including the employment of one counsel
reasonably satisfactory to such Indemnified Person, and shall assume the payment of all fees and expenses of such counsel; provided,
however, the failure of any Indemnified Person so to notify the Company shall not relieve the Company of its obligations hereunder
except to the extent that the Company is actually and materially and adversely prejudiced by such failure to receive such notice. In any
such proceeding, any Indemnified Person shall have the right to retain its own counsel, but the fees and expenses of such counsel shall
be at the expense of such Indemnified Person unless: (i) the Company and the Indemnified Person shall have mutually agreed to the
retention of such counsel at the Companys expense; (ii) the Company shall have failed promptly to assume the defense of such
proceeding and to employ counsel reasonably satisfactory to such Indemnified Person in such proceeding; or (iii) in the reasonable
judgment of counsel to such Indemnified Person, representation of both parties by the same counsel would be inappropriate due to
actual or potential differing interests between them. The Company shall not be liable for any settlement of any proceeding effected
without its written consent, which consent shall not be unreasonably withheld, delayed or conditioned. Without the prior written consent
of the Indemnified Person, which consent shall not be unreasonably withheld, delayed or conditioned, the Company shall not affect any
settlement of any pending or threatened proceeding in respect of which any Indemnified Person is or could have been a party and
indemnity could have been sought hereunder by such Indemnified Party, unless such settlement includes an unconditional, irrevocable
release of such Indemnified Person from all liability and Losses arising out of such proceeding.
ARTICLE VIII.
TERMINATION
Section 8.01. Methods of Termination. This Agreement may be terminated at any time prior to the Closing by:
(a) the mutual written consent in writing of an Investor and the Company, but only as to the terminating Investor;
(b) any Investor but only with respect to the terminating Investor or the Company if the Closing of the sale of an aggregate of
$50 million of Preferred Stock shall not have occurred by January 11, 2013 (the Termination Date), provided, however, that the right
to terminate this Agreement under this Section 8.01(b) shall not be available to any party whose breach of any representation or
warranty or failure to perform any obligation under this Agreement shall have caused or resulted in the failure of the Closing;
(c) the Company if there has been a breach of any representation, warranty, covenant or agreement made by an Investor in
this Agreement, or any such representation and warranty shall have become untrue after the date of this Agreement, such that
Section 5.01 would not be satisfied and such breach or condition is not
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curable or, if curable, is not cured within the earlier of (i) 30 days after written notice thereof is given by the Company to the Investor
and (ii) the Termination Date; provided that the Company is not then in breach of any representation, warranty, covenant, agreement or
other obligation contained in this Agreement and, provided further, that such termination by the Company shall only be as to the
breaching Investor;
(d) an Investor if there has been a breach of any representation, warranty, covenant or agreement made by the Company in
this Agreement, or any such representation and warranty shall have become untrue after the date of this Agreement, such that
Section 4.01 would not be satisfied and such breach or condition is not curable or, if curable, is not cured within the earlier of (i) 30 days
after written notice thereof is given by the Investor to the Company and (ii) the Termination Date; provided that the terminating Investor
is not then in material breach of any representation, warranty, covenant, agreement or other obligation contained in this Agreement and
provided further that such termination by an Investor shall only be as to such Investor;
(e) the Company or an Investor in writing at any time after any applicable Regulatory Authority has denied finally or
requested the withdrawal of any application by an Investor for approval of the Transaction;
(f) CapGen, if other Investors are no longer parties to this Agreement and replacement Investors do not enter into this
Agreement within 45 days after the termination by such initial other Investor(s) such that the total aggregate commitment by all
Investors other than CapGen, including subscriptions for shares of Preferred Stock executed and delivered by Company directors and
executive officers, is not less than $25 million; or
(g) any Investor if CapGen terminates this Agreement.
A termination by an Investor or by the Company with respect to one or more Investors, shall not effect a termination of this Agreement
or the rights and obligations of the remaining parties to this Agreement, including each remaining Investors ability to terminate this
Agreement.
Section 8.02. Effect of Termination. In the event of termination of this Agreement as to any Investor pursuant to Section 8.01
hereof, and except as otherwise stated therein, written notice thereof shall be given to the other parties, and this Agreement shall
terminate immediately to the extent provided in Section 8.01 upon receipt of such notice (or as otherwise set forth in Section 8.01(d)
and Section 8.01(e)), unless an extension is consented to in writing by the party having the right to terminate. If this Agreement is
terminated as provided herein, this Agreement shall become void as and to the extent provided in Section 8.01, except that Section 7.06,
this Section 8.02 and Article 9 shall survive any such termination; provided, however, that nothing herein shall relieve any breaching
party from liability for an uncured willful breach of a representation, warranty, covenant, obligation or agreement giving rise to such
termination.
ARTICLE IX.
MISCELLANEOUS
Section 9.01. Certain Definitions. (a) The following definitions shall be applicable to the terms set forth below as used in this
Agreement:
Accredited Investor has the meaning set forth in Rule 501 promulgated under the Securities Act.
affiliate means, with respect to any person, any other person which directly, or indirectly through one or more intermediaries,
controls, is controlled by or is under common control with, such person.
Applicable Law means any domestic or foreign, federal, state or local, statute, law, ordinance, rule, administrative interpretation,
regulation, holding, order, determination, writ, injunction, directive, judgment, decree, permit, license or other requirement of any
Governmental Authority applicable to the Company or the Subsidiaries, or their respective properties, assets, officers, directors,
employees or agents (in connection with such officers, directors, employees or agents activities on behalf of such entity).
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Asset Sale means the sale, on or about the Closing Date, by the Bank of up to approximately $25.1 million of classified assets,
other loans and other real estate owned for approximately $11.9 million, in each case subject to adjustment.
beneficial ownership and correlative terms have the meaning ascribed in Section 13(d)(3) of the Exchange Act and Rule 13d-3
thereunder)
Board means the Board of Directors of the Company.
Business Day means any day that it is not a Saturday, Sunday or other day in which banks in the State of Florida or New York
are authorized or required by law to be closed.
Exchange Act means the Securities Exchange Act of 1934, as amended, and the regulations promulgated thereunder.
GAAP means U.S. generally accepted accounting principles.
Material Adverse Effect means any event, effect, circumstance, occurrence or change that, individually or in the aggregate, (i) is
material and adverse to the business, assets, liabilities, results of operations, financial condition, cash flows or prospects of the Company
and the Subsidiaries (as defined below), taken as a whole or (ii) would materially impair the ability of the Company to perform its
obligations under this Agreement or consummate the Closing; provided, however, that Material Adverse Effect shall not be deemed to
include (a) any events, effects, circumstances, occurrences or changes, after the date hereof, generally affecting the commercial banking
industry, the economy, or the financial, real estate, securities or credit markets in the United States or elsewhere in the world, including
effects on such industry, economy or markets resulting from any regulatory or political conditions or developments, or any outbreak or
escalation of hostilities, declared or undeclared acts of war or terrorism, (b) changes or proposed changes, after the date hereof, in
GAAP, (c) changes or proposed changes, after the date hereof, in laws governing financial institutions and laws of general applicability
or related policies or interpretations of any Governmental Authority (in the case of each of clauses (a), (b) and (c), other than effects,
circumstances, occurrences or changes to the extent that such effects, circumstances, occurrences or changes have a materially
disproportionate adverse affect on the Company and the Subsidiaries relative to other companies in the commercial banking industry),
or (d) changes in the market price or trading volume of Common Stock (it being understood and agreed that the exception set forth in
this clause (d) does not apply to the underlying reason or cause giving rise to or contributing to any such change).
person means an individual, corporation, limited liability company, partnership, association, trust, unincorporated organization,
other entity or group (as defined in Section 13(d) of the Exchange Act) and shall include any successor (by merger or otherwise) of such
entity.
Related Interest has the meaning ascribed to it by Regulation O promulgated by the Federal Reserve Board.
SEC means the U.S. Securities and Exchange Commission.
Securities Act means the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.
Subsidiary means any person of which (i) the Company or any of its Subsidiaries is a general partner, (ii) the voting power to
elect a majority of the board of directors or others performing similar functions is held by the Company and or any one or more of its
Subsidiaries, or (iii) more than 50% of the equity interests is, directly or indirectly, owned or controlled by the Company or any one or
more of its Subsidiaries.
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(b) In this Agreement, (i) the words include, includes, and including and derivatives thereof are deemed to include
and mean without limitation, whether by enumeration or otherwise; (ii) any reference to an agreement means that agreement as
amended or supplemented, subject to any restrictions on amendment contained in that agreement; (iii) unless specified otherwise, any
reference to a statute or regulation means that statute or regulation as amended or supplemented from time to time and any
corresponding provisions of successor statutes or regulations; (iv) if any date specified in this Agreement as a date for taking action falls
on a day that is not a Business Day, then that action may be taken on the next Business Day; and (v) the words party and parties
refer only to a named party to this Agreement. The singular shall include the plural and vice versa, and any reference to gender shall
include all genders.
Section 9.02. Specific Performance. Each party acknowledges that the other party would be damaged irreparably in the event any
provision of this Agreement is not performed in accordance with its specific terms or otherwise is breached, so that a party shall be
entitled to injunctive relief to prevent breaches of this Agreement and to enforce specifically this Agreement and its terms and
provisions in addition to any other remedy to which such party may be entitled, at law or in equity. In particular, the parties
acknowledge that the business of the Company and the Subsidiaries is unique and recognize and affirm that in the event the Company
breaches this Agreement, money damages may be inadequate and the Investor would have no adequate remedy at law, so that Investors
shall have the right, in addition to any other rights and remedies existing in its favor, to enforce its rights and the Companys obligations
under this Agreement not only by action for damages but also by action for specific performance, injunctive, or other equitable relief.
Section 9.03. Expenses; Fee. At the Closing, the Company shall reimburse CapGen for all expenses incurred by CapGen in
connection with its due diligence investigation of the Company and the Transaction and all preliminary, planning, preparation and preoffering activities, the negotiation, drafting, execution, delivery, and performance of this Agreement (or any amendment to this
Agreement) and the Transaction, and the filing or pursuit of all regulatory approvals necessary to complete the Transaction (including,
in all cases, the fees and expenses incurred by CapGen for its agents, representatives, attorneys, and accountants), up to $750,000. In
addition, at the Closing, the Company shall pay (i) $500,000 to Investors advised or managed by Wellington Management Company,
LLP, and (ii) $214,000 to Investors advised or managed by Sandler ONeill Asset Management, LLC. Except as otherwise provided in
this Section 9.03, each party shall pay its own fees and expenses (including the fees and expenses of its agents, representatives,
attorneys, and accountants) incurred in connection with the negotiation, drafting, execution, delivery, and performance of this
Agreement and the Transaction.
Section 9.04. Survival. The representations and warranties of the Company contained herein shall survive the Closing and the
delivery of and payment for the Purchased Shares.
Section 9.05. Notices. All notices, requests, consents and other communications hereunder shall be in writing and shall be
delivered in person or mailed by certified or registered mail, return receipt requested, or sent by a recognized overnight courier service,
addressed as follows:
If to the Company, at:
Jacksonville Bancorp, Inc.
100 North Laura Street, Suite 1000
Jacksonville, Florida 32202
Attention: Stephen C. Green
with a copy to:
McGuireWoods
Bank of America Tower
50 North Laura Street, Suite 3300
Jacksonville, Florida 32202-3661
Attention: Halcyon E. Skinner
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If to CapGen, at:
CapGen Capital Group IV LP
c/o CapGen Financial
1185 Avenue of the Americas
Suite 2000
New York, NY 10036
Attention: John P. Sullivan
with a copy to:
Jones Day
1420 Peachtree Street, N.E.
Suite 800
Atlanta, Georgia 30309-3053
Attention: Ralph F. MacDonald, III
If to any other Investor:
As provided on such Investors signature page hereto
or, in any such case, at such other address or addresses as shall have been furnished in writing by such party to the others.
Section 9.06. No Assignment; No Delegation. (a) No party may assign any of its rights under this Agreement, except with the
prior written consent of the other parties, provided the Investor may assign its rights to the Purchased Shares to an affiliate or any person
that shares a common discretionary investment adviser with the Investor without consent. All assignments of rights are prohibited under
this subsection, whether they are voluntary or involuntary, by merger (regardless of whether the party is the surviving or disappearing
entity), consolidation, dissolution, operation of law, or any other manner. For purposes of this Section 9.06, a change of control is
deemed an assignment of rights.
(b) No party may delegate any performance under this Agreement.
(c) Any purported assignment of rights or delegation of performance in violation of this Section 9.06 is void.
Section 9.07. No Third Party Beneficiaries. This Agreement is not intended to and shall not confer any rights or remedies upon
any person other than the parties hereto, whether as third party beneficiaries or otherwise, other than Indemnified Persons.
Section 9.08. Governing Law. Except as otherwise provided in Section 6.04(c), the laws of the State of New York (without giving
effect to its conflicts of law principles) govern all matters arising out of or relating to this Agreement, including its validity,
interpretation, construction, performance, and enforcement.
Section 9.09. Amendments and Waivers. The parties may amend this Agreement only by a written agreement of the parties that is
identified as an amendment to this Agreement. No waiver shall be effective unless it is in writing and signed by an authorized
representative of the waiving party, and such waiver shall be limited to the time and purpose specified therein. No consideration shall be
offered or paid to any Investor to amend or consent to a waiver or modification of any provision of the Private Placement Documents, or
to exercise any consent right hereunder, unless the same consideration also is offered to all of the Investors pro rata to their agreed-upon
investment in Purchased Shares provided herein; provided, however, that CapGen may be reimbursed for expenses (including legal fees
and charges) it incurs in connection with any such amendment, waiver or consent in accordance with Section 9.03 (and subject to the
expense cap set forth therein).
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Section 9.10. Severability. If any provision of this Agreement is determined to be invalid, illegal or unenforceable, the remaining
provisions of this Agreement shall remain in full force, as long as both the economic and legal substance of the transactions that this
Agreement contemplates are not affected in any manner materially adverse to any party.
Section 9.11. Captions. The descriptive headings of the Articles, Sections and subsections and the table of contents of this
Agreement are for convenience of reference only, do not constitute a part of this Agreement, and do not affect this Agreements
construction or interpretation.
Section 9.12. No Waiver; Cumulative Remedies. No failure or delay on the part of any party to this Agreement in exercising any
right, power or remedy hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any such right, power or
remedy preclude any other or further exercise thereof or the exercise of any other right, power or remedy hereunder. The remedies
herein provided are cumulative and not exclusive of any remedies provided by law.
Section 9.13. Further Assurances. From and after the date of this Agreement, upon the request of the Investors, on the one hand,
or the Company and the Bank, on the other, the Investors, the Company and the Bank, as applicable, shall execute and deliver such
other instruments, documents and other writings as may be reasonably necessary or desirable to confirm and carry out and to effectuate
fully the intent and purposes of this Agreement.
Section 9.14. No Construction Against Drafter. Each party has participated in negotiating and drafting this Agreement, so if an
ambiguity or a question of intent or interpretation arises, this Agreement is to be construed as if the parties had drafted it jointly, as
opposed to being construed against a party because it was responsible for drafting one or more provisions of this Agreement.
Section 9.15. Entire Agreement. This Agreement, including the schedules and exhibits hereto, and any Company officers
certificates delivered in connection herewith constitutes the complete and exclusive expression of the parties agreement on the matters
contained in this Agreement. All prior and contemporaneous negotiations and agreements between the parties on the matters contained
in this Agreement are expressly merged into and superseded by this Agreement. The provisions of this Agreement may not be
explained, supplemented or qualified through evidence of trade usage or a prior course of dealings. In entering into this Agreement,
neither the Company and the Bank on the one hand, or the Investors on the other, have relied upon any statement, representation,
warranty or agreement of the other party except for those expressly contained in this Agreement. No Investor has relied upon any
statement, representation, warranty or agreement of any other Investor in determining to enter into this Agreement or to invest in any
Securities. There are no conditions precedent to the effectiveness of this Agreement, other than those expressly stated in this Agreement.
Section 9.16. Counterparts. The parties may execute this Agreement in multiple counterparts, each of which constitutes an
original, and all of which, collectively, constitute only one and the same agreement. The signatures of all of the parties need not appear
on the same counterpart, and delivery of an executed counterpart signature page by facsimile shall have the same force and effect as a
manually executed original. This Agreement is effective upon delivery of one executed counterpart from each party to the other parties.
Section 9.17. Independent Nature of Investors Obligations and Rights. The obligations of each Investor under the Private
Placement Documents are several and not joint with the obligations of any other Investor, and no Investor shall be responsible in any
way for the performance of the obligations of any other Investor under any Private Placement Document. Nothing contained herein or in
any other Private Placement Document, and no action taken by any Investor pursuant hereto or thereto, shall be deemed to constitute the
Investors as, and the Company acknowledges that the Investors do not so constitute, a partnership, an association, a joint venture or any
other kind of group or entity, or create any implication or presumption that the Investors are in any way acting in concert or as a group
or entity with respect to such obligations or the transactions contemplated by the
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Private Placement Documents or any matters. The Company acknowledges that the Investors are not acting (i) jointly, (ii) in concert or
(iii) as a group, and the Company shall not assert any such claim, with respect to such obligations or the transactions contemplated by
the Private Placement Documents. The decision of each Investor to purchase Securities pursuant to the Private Placement Documents
has been made by such Investor independently of, and without reliance on, any other Investor. Each Investor acknowledges that no other
Investor has acted as agent or fiduciary for or representative of such Investor in connection with such Investor making its investment
hereunder and that no other Investor will be acting as agent or fiduciary for or representative of such Investor in connection with
monitoring such Investors investment in the Securities or enforcing its rights under the Private Placement Documents. The Company
and each Investor confirms that each Investor has independently participated with the Company in the negotiation of the transaction
contemplated hereby with the advice of its own counsel and advisors. Each Investor shall be entitled to independently protect and
enforce its rights, including the rights arising out of this Agreement or out of any other Private Placement Documents, and it shall not be
necessary for any other Investor to be joined as an additional party in any proceeding for such purpose. The use of a single agreement to
effectuate the purchase and sale of the Securities contemplated hereby is solely for convenience. It is expressly understood and agreed
that each provision contained in this Agreement and in each other Private Placement Document is between the Company and a Investor,
solely, and not between the Company and the Investors collectively and not between and among the Investors.
[SIGNATURE PAGES FOLLOW]
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The parties have caused this Agreement to be executed as of the date first above written by their respective duly authorized
officials.

JACKSONVILLE BANCORP, INC.
By:
Name: Stephen C. Green
Title: Chief Executive Officer
INVESTOR:
Subscription Amount:
(Name of Investor)
Number of Purchased Shares:
By:
Name:
Title:
Address for purposes of Section 9.05 (Notice):

[SIGNATURE PAGE TO STOCK PURCHASE AGREEMENT]
C-42

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
APPENDIX D
JACKSONVILLE BANCORP, INC.
SUBSCRIPTION AGREEMENT
Jacksonville Bancorp, Inc.
100 North Laura Street, Suite 1000
Jacksonville, Florida 32202
Attn: Stephen C. Green
Ladies and Gentlemen:
1. Subscription.
(a) Subject to the terms and conditions of this Agreement, the undersigned director and/or executive officer (the
Subscriber) of Jacksonville Bancorp, Inc. (the Company) or its wholly owned subsidiary The Jacksonville Bank (the Bank),
acting individually and not in concert with any other person, irrevocably subscribes (this Subscription) to purchase the number of
shares set forth on the signature page hereto (the Shares) of the Companys Mandatorily Convertible, Noncumulative, Nonvoting,
Perpetual Preferred Stock, Series A, $0.01 par value per share (the Series A Preferred Stock), at a purchase price of $1,000.00 per
Share. An aggregate of 50,000 shares of Series A Preferred Stock, including the Shares, are being sold pursuant to a private offering to
accredited investors (the Private Placement).
(b) The sale of the Shares to the Subscriber will occur upon the closing of the Private Placement. In consideration for the
Shares, the Subscriber shall either (i) on or before the closing date of the Private Placement, pay to the Company, by check or wire
transfer, an amount equal to $1,000.00 multiplied by the number of Shares, or (ii) on the closing date of the Private Placement, reduce
the amount of the Companys outstanding indebtedness owed to Subscriber (or to an entity owned by Subscriber) under a loan
agreement and revolving loan note by an amount equal to $1,000.00 multiplied by the number of Shares, which reduction will be
evidenced by the execution by Subscriber of documents in form and substance satisfactory to the Company.
(c) The Subscriber has delivered a completed and executed copy of Internal Revenue Service Form W-9 simultaneously with
delivery of this Agreement.
2. Representations, Warranties and Covenants of the Subscriber. The Subscriber represents and warrants to, and agrees with, the
Company as follows:
(a) No Public Solicitation. The Subscriber did not learn of the Private Placement as a result of or subsequent to any general
solicitation, advertisement, article, notice or other communication published in any newspaper, magazine or similar media or broadcast
over the air or radio, or presented at any seminar or meeting.
(b) Investment has Risks. The Subscriber understands that an investment in the Company is speculative and has a high
degree of risk. The Subscriber has carefully considered such risks, and further understands that (i) no federal or state agency has passed
upon the merits of the offer or sale of Series A Preferred Stock in the Private Placement, (ii) no public or other market exists or is
expected to exist for the Series A Preferred Stock and it may not be possible for the Subscriber to liquidate the Shares, and (iii) there is
no guarantee that the Subscriber will recover the initial investment in the Company contemplated by this Subscription or realize any
gain from any such investment.
(c) Economic Risk of Loss and Sophistication. The Subscriber is able to bear the economic risk of maintaining an illiquid
investment for which there is no market and/or losing the entire investment in the Company contemplated by this Subscription. The
Subscribers overall commitment to investments that are not
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readily marketable is not disproportionate to the Subscribers net worth. The Subscription will not cause such overall commitment to
become excessive. The Subscriber has such knowledge and experience in financial and business matters that he or she is capable of
evaluating the risks and merits of an investment in the Company.
(d) Status of Investor; Exempt Transaction. The Subscriber is a director and/or executive officer of the Company and/or the
Bank. The Subscriber is an accredited investor as defined in Rule 501(a) of Regulation D under the Securities Act of 1933, as
amended (the Securities Act). The Subscriber understands that the shares of Series A Preferred Stock, including the Shares, and the
shares of the Companys common stock, $0.01 par value (the Common Stock) into which the shares of Series A Preferred Stock are
mandatorily convertible (together with the Shares, the Securities), are being offered and issued to accredited investors in reliance
upon an exemption from federal securities registration set forth in section 4(2) of the Securities Act and Rule 506 of Regulation D under
the Securities Act.
(e) No Registration. The Subscriber acknowledges and agrees that the Securities have not been registered under the Securities
Act or the securities laws of any other domestic or foreign jurisdiction. The Securities, therefore, cannot be resold by the Subscriber
unless they are registered under the Securities Act and any necessary other domestic or foreign jurisdictions, or unless exemptions from
such necessary registrations are available. In that regard, and without limiting the generality of the foregoing, the Subscriber agrees not
to offer, sell, pledge or otherwise dispose of all or any portion of the Securities or any interest therein, except pursuant to an offering
duly registered or qualified under the Securities Act and any applicable state securities laws, unless (i) in the opinion of counsel
satisfactory to the Company, registration or qualification under the Securities Act and any applicable state or foreign securities laws is
not required, and (ii) the Subscriber has received all necessary regulatory approvals, if any. The Subscriber understands that a legend to
the effect that the Securities have not been so registered, and indicating the other restrictions on transferability identified in this
Agreement, will be placed on any certificate representing the Securities and that stop transfer instructions to such effect may be issued
by the Company to its transfer agent.
(f) Investment Intent. The Subscriber is acquiring the Shares for his or her own account, and not with a view to any
distribution thereof in violation of the Securities Act or any other applicable domestic or foreign securities law, and the Subscriber has
no present plans to enter into any contract, undertaking, agreement or arrangement for any such distribution.
3. Miscellaneous.
(a) This Agreement may be executed in any number of counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. Electronic or facsimile signatures will have the same effect as manually
executed signatures.
(b) This Agreement shall be governed by and construed in all respects in accordance with the laws of the State of Florida,
without giving effect to principles governing conflicts of law.
[signature page follows]
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IN WITNESS WHEREOF, the undersigned Subscriber has executed this Agreement as of

, 2012.

Number of Shares subscribed for:
SUBSCRIBER:

Name:
Address:
The Company hereby accepts the foregoing Subscription as to the number of Shares set forth above, effective as of
,
2012, and agrees to include the Subscriber as a selling shareholder, and to include the shares of Common Stock received upon
conversion of the Shares, in the base prospectus of any shelf registration statement filed pursuant to the Mandatory Registration
provided for in Section 2.1(b) of the registration rights agreement dated on or around the date hereof, as the same may be amended from
time to time (the Registration Rights Agreement), between the Company and the investors party thereto, until the end of the
Effectiveness Period specified in such Registration Rights Agreement, pro rata to the aggregate amount of shares so registered.
JACKSONVILLE BANCORP, INC.
By:
Name:
Title:
[Signature Page to Subscription Agreement]
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APPENDIX E
EXECUTION VERSION
JACKSONVILLE BANCORP, INC.
AMENDED AND RESTATED EXCHANGE AGREEMENT
THIS AMENDED AND RESTATED EXCHANGE AGREEMENT, dated as of December 31, 2012 (this Agreement), is by and
among JACKSONVILLE BANCORP, INC., a Florida corporation (the Company), and CAPGEN CAPITAL GROUP IV LP, a
Delaware limited partnership (CapGen), and each of the respective other investors, if any, set forth on the signature pages to this
Agreement (collectively, with CapGen, the Investors).
The Company and the Investors are parties to a Stock Purchase Agreement dated as of August 22, 2012, which provides for the
purchase of an aggregate of 50,000 shares of the Companys Mandatorily Convertible, Noncumulative, Nonvoting Perpetual Preferred
Stock, Series A, liquidation preference $1,000.00 per share (the Series A Preferred Stock), at a purchase price of $1,000.00 per share
(the Share Price) on the terms and subject to the conditions set forth therein (the Stock Purchase Agreement). Capitalized terms
used but not defined herein shall have the meanings set forth in the Stock Purchase Agreement.
The Company has requested CapGen, and other Investors, to purchase Company nonvoting preferred stock prior to the receipt by
CapGen of the approvals from the Federal Reserve necessary for CapGen to purchase up to $25 million of Series A Preferred Stock
pursuant to the Stock Purchase Agreement, so that the Company may provide additional capital to its subsidiary bank, The Jacksonville
Bank (the Bank).
CapGen purchased an aggregate of 5,000 shares of the Companys 10% Noncumulative, Nonvoting Perpetual Preferred Stock,
Series B (the Series B Preferred Stock) at $1,000.00 per share on September 27, 2012, following the filing of Articles of Amendment
to the Amended and Restated Articles of Incorporation of the Company with the Florida Secretary of State establishing the Series B
Preferred Stock.
The Company and CapGen do not believe it is in their best interests to keep the Series B Preferred Stock outstanding upon and
following the closing of the sale of Series A Preferred Stock contemplated by the Stock Purchase Agreement and the issuance of the
Series A Preferred Stock.
In consideration of the premises, and other good and valuable consideration, the receipt of which is acknowledged, the parties,
intending to be legally bound, agree as follows:
1. The Company agrees to exchange (the Exchange) each issued and outstanding share of Series B Preferred Stock for one share
of Series A Preferred Stock. Such Exchange will be made simultaneously with the issuance of shares of Series A Preferred Stock under
the Stock Purchase Agreement to CapGen, and other Investors, following CapGens receipt of Board of Governors of the Federal
Reserve System (Federal Reserve) approval of CapGens purchase of Series A Preferred Stock for cash and in the Exchange. Any
shares of Series A Preferred Stock acquired in the Exchange will reduce CapGens obligations under the Stock Purchase Agreement
(and the closing condition therein that Investors purchase an aggregate of $50 million in shares of Series A Preferred Stock) in an
aggregate amount of $5.0 million. In no event will CapGen have any obligation to acquire or hold, collectively with CapGens
affiliates, more than 49.9% of the Companys outstanding common stock and other voting securities (as defined in Federal Reserve,
Regulation Y, § 225.2(q)(1)) or where such ownership requires the consolidation of CapGen and the Company for Federal Reserve or
financial reporting purposes.
2. Alternatively, instead of the Exchange, the Company, at any time, in its discretion, subject to receipt of any required regulatory
approval, may redeem all outstanding shares of Series B Preferred Stock upon payment of the Liquidation Preference as of the
redemption date.
[Signature Page Follows]
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The parties have caused this Agreement to be executed as of the date first above written by their respective duly authorized
officials.
JACKSONVILLE BANCORP, INC.
By:
Name: Stephen C. Green
Title: Chief Executive Officer
CAPGEN CAPITAL GROUP IV LP
BY: CAPGEN CAPITAL GROUP IV LLC,
AS GENERAL PARTNER OF CAPGEN
CAPITAL GROUP IV LP
By:
Name: John R. Caughey
Title: Vice President and Chief Financial
Officer
[Signature Page to Exchange Agreement]
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APPENDIX F

December 19, 2012
Board of Directors
Jacksonville Bancorp, Inc.
100 North Laura Street, Suite 1000
Jacksonville, FL 32202
Dear Members of the Board:
We understand that Jacksonville Bancorp, Inc., a Florida corporation (the Company) is offering for sale in a private placement
offering (the Private Placement), an aggregate of 50,000 shares of the Companys Mandatorily Convertible, Noncumulative,
Nonvoting Perpetual Preferred Stock, Series A, liquidation preference $1,000.00 per share, of the Company (the Preferred Stock), at a
purchase price of $1,000.00 per share (the Share Price) on the terms and subject to the conditions set forth in that certain Amended
and Restated Stock Purchase Agreement dated December 14, 2012 (the Agreement) by and among the Company and CAPGEN
CAPITAL GROUP IV LP, a Delaware limited partnership (CapGen), and each of the respective other investors set forth in the
Agreement (each, an Investor, and collectively, with CapGen, the Investors). The Private Placement includes shares of Preferred
Stock offered and sold to directors and executive officers of the Company pursuant to separate subscription agreements at the same
price as to Investors. The Preferred Stock will have the terms set forth in the articles of amendment to the Companys amended and
restated articles of incorporation, as amended (Articles of Incorporation) designating the Preferred Stock in the form attached as
Schedule I to the Agreement (the Preferred Stock Designation). We understand that the Company will file the Preferred Stock
Designation with the Florida Secretary of State prior to and as a condition to the closing (the Closing) of the Private Placement. We
further understand that the Preferred Stock will be, subject to shareholder approval and as provided in the Agreement, mandatorily
convertible into shares of the Companys common stock, par value $0.01 per share (the Common Stock) and nonvoting common
stock, par value $0.01 per share (the Nonvoting Common Stock), subject to and in accordance with the terms and conditions of the
Preferred Stock Designation. The Company is a bank holding company that is the sole shareholder of The Jacksonville Bank, a Florida
state-chartered commercial bank (the Bank).
The shares of Preferred Stock to be sold in the Private Placement are collectively referred to as the Purchased Shares. The shares
of Common Stock and Nonvoting Common Stock into which the Purchased Shares are to be convertible are referred as the Underlying
Shares and the Underlying Shares and the Purchased Shares are referred to, collectively, as the Securities. Capitalized terms used
herein that are not otherwise defined shall have the same meanings attributed to them in the Agreement.
Pursuant to the terms and conditions of the Agreement and the Preferred Stock Designation, and, except as otherwise set forth
therein, the Preferred Stock will convert into Underlying Shares at an initial per share price of $0.50 (the Conversion Price). In
connection therewith, you have requested our opinion as to the fairness, from a financial point of view, of the Conversion Price to the
shareholders of the Company (in their capacity as existing shareholders and not as prospective purchasers in the Private Placement).
We note that CapGen provided $5 million of capital to the Company pursuant to a subscription agreement entered into with the
Company, dated September 27, 2012, for the purchase and sale of 5,000 shares of the Companys Noncumulative, Nonvoting, Perpetual
Preferred Stock, Series B, par value $.01 per share (the Series B Preferred Stock), at a purchase price of $1,000.00 per share. Pursuant
to an Exchange Agreement, dated as of September 27, 2012, and amended and restated as of December 14, 2012, between the Company
and CapGen (the Exchange Agreement), the Company agreed to exchange (the Exchange) all of CapGens shares of
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Series B Preferred Stock for shares of Preferred Stock. The Exchange will be made simultaneously with the issuance of the Preferred
Stock pursuant to the Agreement. The aggregate consideration for issuance of the new Preferred Stock is expected to be $45 million in
cash and the exchange of Series B Preferred Stock with a value of $5 million, for a total value of $50 million.
We have been advised by management of the Company, that it expects to sell certain classified assets, other loans and other real
estate owned with a current book value of up to approximately $25.1 million immediately prior to the closing of the Private Placement
and the proceeds to the Company resulting therefrom will be approximately $12.0 million. We were not engaged to and did not review
the terms of any such asset or loan sales and we have assumed for purposes of this opinion that any such sales, and the proceeds derived
therefrom, will be in the amounts and at the times stated by management of the Company.
We further note that Section 6 of the Preferred Stock Designation provides for potential future adjustment to the Conversion Price,
based on certain conversion procedures and adjustment mechanisms after the conversion date. Since such adjustments, if any, cannot be
determined until dates after the date of this opinion, potential future adjustments relating to the Conversion Price, if any, have not been
accounted for in this fairness opinion. We have assumed for purposes of our opinion that there will be no adjustment to the Conversion
Price. We express no opinion as to the current market price of the Company, or whether it will continue at or near current levels in the
future. We also express no opinion as to the terms of the Preferred Stock or Series B Preferred Stock issuance.
During the course of our engagement and for the purposes of the opinion set forth herein, we have:
(i)

reviewed a draft of the Agreement, as provided to Hovde by the Company;

(ii)

reviewed certain audited financial statements of the Company as of and for the two years ending December 31, 2011 and
the unaudited consolidated financial statements of the Company for the three and nine month periods ended September 30,
2012;

(iii)

reviewed certain historical publicly available business and financial information concerning the Company for periods up
to and including September 30, 2012;

(iv)

reviewed certain non-publicly available information concerning the Company including, without limitation, a third party
loan review, internal financial analyses and forecasts prepared by its management and held discussions with senior
management regarding recent developments and regulatory matters;

(v)

reviewed certain internal financial statements and other financial and operating data concerning the Company;

(vi)

analyzed financial projections prepared by certain members of the Companys senior management;

(vii)

discussed with certain members of the Companys senior management the Companys business, financial condition,
results of operations and future prospects, as well as the history and past and current operations of the Company, the
Companys historical financial performance and the Companys outlook and future prospects, including estimates by the
Companys management as to the Companys liquidity and ability to continue as a going concern, as well as certain
analyses prepared by the Companys management with respect to the Companys capital adequacy;

(viii) reviewed the terms of certain recent capital raising and private placement transactions, to the extent publicly available,
involving financial institutions and financial institution holding companies that we considered relevant;
(ix)

assumed that the Companys projected asset sales described above will close immediately prior to the closing of the
Private Placement;

(x)

assessed the general economic, market, and financial conditions;
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(xi) taken into consideration our experience in other similar transactions and securities valuations as well as our knowledge of
the financial services and banking industry;
(xii)

reviewed managements estimates of the pro forma impact of the Private Placement and asset sales on the Companys
earnings per share, capitalization, and financial and regulatory capital ratios;

(xiii) reviewed and analyzed certain publicly available financial and stock market data relating to selected public companies that
Hovde deemed relevant to its analysis;
(xiv) discussed with management of the Company their assessment of the rationale for the Private Placement and sales of assets;
and
(xv)

performed such other studies, analyses, and investigations and considered such other factors as we have deemed
appropriate.

Hovde has also been informed by the Companys management that the business and prospects of the Company have been severely
and negatively affected by, among other things, the continuing recession and declines in real estate values, and that the Company and its
Board of Directors are faced with a rapidly narrowing set of alternatives, such that absent entering into certain transactions (such as the
Private Placement) that would provide the Company with substantial capital, liquidity and funding, the Company and its subsidiaries
may be unable to continue operating as a going concern and could face intervention by the United States federal banking regulators and/
or be required to seek protection under applicable bankruptcy laws. Nor is there any assurance or guarantee that the Company will be
able to avoid such negative consequences even if the Private Placement and/or any related transactions are consummated. Hovde also
considered recent instances where deterioration of a financial institutions financial condition resulted in its becoming insolvent,
thereby necessitating government intervention or bankruptcy protection, and as a result of which the common equity holders of the
institution received substantially diminished value, and in many instances no value at all, for their equity stake. In light of the facts and
circumstances, Hovde also assumed, without independent verification, that if the Companys banking assets were taken over by the
United States federal banking regulators and the Companys non-banking assets were liquidated under applicable bankruptcy laws, the
Companys common equity holders would likely receive no material value.
We have assumed, without independent verification, that the representations and financial and other information provided to us by
the Company or included in the Agreement, which have formed a substantial basis for this opinion, are true and complete. Hovde has
also relied upon the management of the Company as to the reasonableness and achievability of the financial forecasts and projections
(and the assumptions and bases therein) provided to Hovde by the Company, and Hovde assumed such forecasts and projections, have
been reasonably prepared by the Company on a basis reflecting the best currently available information and the Companys judgments
and estimates. Further, we have assumed that such forecasts would be realized in the amounts and at the times contemplated thereby.
Hovde has relied on these forecasts without independent verification or analyses and does not in any respect assume any responsibility
for the accuracy or completeness thereof.
We are not experts in the evaluation of loan and lease portfolios for purposes of assessing the adequacy of the allowances for
losses with respect thereto. We were not requested to make, and have not made, an independent evaluation, physical inspection or
appraisal of the assets, properties, facilities, or liabilities (contingent or otherwise) of the Company, the collateral securing any such
assets or liabilities, or the collectability of any such assets; nor did we review any loan or credit files of the Company. We were provided
and have reviewed one or more independent evaluations or appraisals of the assets and liabilities of the
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Company. We have assumed that the existing allowances of the Company and its affiliates are in the aggregate adequate to cover losses
inherent in the Companys assets except as indicated otherwise in such evaluations or appraisals.
We have assumed that the Private Placement will be consummated on the terms and conditions set forth in the Agreement, without
any waiver of material terms or conditions by the Company or any other party to such Agreement and that the final Agreement will not
differ materially from the draft we reviewed. We have assumed that the Private Placement has been, and will be, conducted in
compliance with all laws and regulations that are applicable to the Company. The Company has advised us that there are no factors that
would impede any necessary regulatory or governmental approval of the Private Placement and we have assumed that this is so for
purposes of our opinion. We have assumed that no restrictions will be imposed on the Company as a condition to any regulatory
approval that would have a material adverse effect on the contemplated benefits of the Private Placement. We have assumed that there
would be no change in applicable law or regulation that would cause a material adverse change in the prospects or operations of the
Company after the Private Placement.
Our opinion does not consider, include or address: (i) any other strategic alternatives currently (or which have been or may be)
contemplated by the Board or the Company; (ii) the legal, tax or accounting consequences of the Private Placement or any asset sales on
the Company, the Companys shareholders or the Investors; (iii) any advice or opinions provided by any other advisor to the Board or
the Company; or (iv) whether any Investor has sufficient cash, available lines of credit or other sources of funds to enable it to pay the
aggregate consideration.
Our opinion does not constitute a recommendation to the Company or any Investor(s) as to whether or not the Company or any
Investor(s) should enter into the Agreement or to any shareholder of the Company as to how such shareholder should vote at any
meeting of shareholders called to consider and vote upon the Private Placement or the Agreement. Our opinion neither addresses the
underlying business decision to proceed with the Private Placement (or transactions related thereto) nor the fairness of the amount or
nature of the compensation, if any, to be received by any of the Companys officers, directors or employees, or class of such persons, in
connection with the Private Placement, or the fairness of the Conversion Price to any Investors. Our opinion should not be construed as
implying that the Conversion Price is necessarily the highest or best price that could be obtained for the Underlying Shares in the
Private Placement. Other than as specifically set forth herein, we are not expressing any opinion with respect to the terms and provisions
of the Agreement and/or the enforceability of any such terms or provisions. This opinion was approved by Hovdes fairness committee.
We have not considered any potential legislative or regulatory changes currently being considered by the United States Congress,
the various federal banking agencies, the Securities and Exchange Commission (the SEC), or any other regulatory bodies, or any
changes in accounting methods or generally accepted accounting principles that may be adopted by the SEC or the Financial
Accounting Standards Board, or any changes in regulatory accounting principles that may be adopted by any or all of the federal
banking agencies. Our opinion is not a solvency opinion and does not in any way address the solvency or financial condition of the
Company.
This letter is solely for the information of, and directed to, the board of directors of the Company for its information and assistance
in connection with its evaluation of the Conversion Price in the Private Placement and is not to be relied upon by any shareholder of the
Company, the Investors, or any other person or entity. This letter is not to be used for any other purpose or quoted or referred to, in
whole or in part, in any registration statement, prospectus, proxy statement, the Agreement or any other document, except in each case
in accordance with our prior written consent; provided, however, that we hereby consent to the inclusion and reference to this
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Board of Directors
Jacksonville Bancorp, Inc.
Page 5 of 5
letter in any registration statement, proxy statement, prospectus, information statement or tender offer document to be delivered to the
holders of the Companys common stock in connection with the process of seeking shareholder approval for the issuance of the
Underlying Shares upon conversion of the Preferred Stock issued in the Private Placement if and only if this letter is quoted in full or
attached as an exhibit to such document and this letter has not been withdrawn prior to the date of such document.
Our opinion is based solely upon the information available to us and the economic, market and other circumstances as they exist as
of the date hereof. Events occurring and information that becomes available after the date hereof could materially affect the assumptions
and analyses used in preparing this opinion. We have not undertaken to reaffirm or revise this opinion or otherwise comment upon any
events occurring or information that becomes available after the date hereof.
Hovde Securities LLC (Hovde), as part of its investment banking business, regularly performs valuations of businesses and their
securities in connection with mergers and acquisitions and other corporate transactions. Hovde was retained to render this opinion letter
in connection with the Private Placement.
We will receive compensation from the Company in connection with our services, which may include, without limitation, an initial
fee for providing general financial advisory services, and a fairness opinion fee that is contingent upon the issuance of this opinion
letter. Further, the Company has agreed to indemnify us and our affiliates for certain liabilities that may arise out of our engagement.
Except for the foregoing, during the past two years there have not been, and there are no mutual understandings contemplating in the
future, any material relationships between Hovde and its affiliates and the Company.
Based upon and subject to the foregoing, we are of the opinion, as of the date hereof, that the Conversion Price is fair to the
shareholders of the Company (in their capacity as existing shareholders and not as potential purchasers in the Private Placement) from a
financial point of view.
Sincerely,
HOVDE SECURITIES LLC
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APPENDIX G
SECOND AMENDMENT TO THE
2008 AMENDMENT AND RESTATEMENT OF THE
JACKSONVILLE BANCORP, INC. 2006 STOCK INCENTIVE PLAN
This SECOND AMENDMENT (the Amendment) to the 2008 Amendment and Restatement of the Jacksonville Bancorp, Inc. 2006
Stock Incentive Plan by Jacksonville Bancorp, Inc., a Florida corporation (the Company), shall be effective upon the date of approval
(the Effective Date) of the Amendment by the affirmative vote of the holders of a majority of the votes cast at the
, 2013
Special Meeting of the Companys shareholders.
WHEREAS, the Company maintains the 2008 Amendment and Restatement of the Jacksonville Bancorp, Inc. 2006 Stock
Incentive Plan, effective April 29, 2008 (the Plan).
WHEREAS, pursuant to Section 14 of the Plan, the Board of Directors of the Company desires to (i) increase the number of shares
of common stock available for issuance under the Plan, and (ii) eliminate certain minimum vesting conditions for awards of restricted
stock and restricted stock units.
NOW, THEREFORE, the Plan is amended as follows as of the Effective Date:
I.

Section 2(g) of the Plan shall be be amended by deleting it in its entirety and replacing it with the following:
(g) Company Stock means voting common stock of the Company. In the event of a change in the capital structure of the
Company (as provided in Section 15), the shares resulting from such a change shall be deemed to be Company Stock within the
meaning of the Plan.

II.

Section 4(a) of the Plan shall be amended by deleting it in its entirety and replacing it with the following:
(a) Subject to Section 15 of the Plan, there shall be reserved for issuance under the Plan an aggregate of 7,000,000 shares of
Company Stock, which shall be authorized but unissued shares. All of the shares available for issuance to Participants who are
employees of the Company or its subsidiaries may, but need not, be issued pursuant to the exercise of Incentive Stock Options.
Shares covered by an Incentive Award granted under the Plan shall not be counted as used unless and until they are actually issued
and delivered to a Participant.

III. Section 7(d) of the Plan shall be amended by deleting it in its entirety and replacing it with the following:
(d) The Committee shall establish as to each award of Restricted Stock the terms and conditions upon which the restrictions set
forth in paragraph (b) above shall expire. The terms and conditions may include the achievement of a Performance Goal. The
Committee may, in its discretion, grant a Restricted Stock award all or any portion of which is immediately vested as of the Date
of Grant. The terms and conditions of a Restricted Stock award shall be governed by the provisions of Section 10 to the extent that
the award is intended to comply with the requirements of Code Section 162(m).
III. Section 8(b) of the Plan shall be amended by deleting it in its entirety and replacing it with the following:
(b) Restricted Stock Units shall be subject to such restrictions as the Committee determines, including, without limitation, any of
the following:
(i)

a prohibition against sale, assignment, transfer, pledge, hypothecation or other encumbrance for a specified period; or

(ii)

a requirement that the holder forfeit such units in the event of termination of employment during the period of
restriction.
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All restrictions shall expire at such times as the Committee shall specify. The Committee may, in its discretion, grant a Restricted
Stock Unit award all or any portion of which is immediately vested as of the Date of Grant. In addition, the Committee may at any
time, in its sole discretion, modify the terms and conditions of a Restricted Stock Unit award (including any or all of the
restrictions applicable thereto), subject to the restrictions of Section 10 as to any Performance Goal if the award is intended to
comply with the requirements of Code Section 162(m).
IV.

In all respects not amended above, the Plan is hereby ratified and confirmed.
*

*

*

*

*

To record adoption of the Second Amendment as set forth above, the Company has caused this document to be signed on this
, 2013.
JACKSONVILLE BANCORP, INC.
By:
Name:
Title:
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APPENDIX H
2008 AMENDMENT AND RESTATEMENT OF THE
JACKSONVILLE BANCORP, INC.
2006 STOCK INCENTIVE PLAN
(as amended through April 27, 2010)
1. Purpose. The purposes of this 2008 Amendment and Restatement of the Jacksonville Bancorp, Inc. 2006 Stock Incentive Plan
(the Plan) are (i) to encourage outstanding individuals to accept or continue employment with Jacksonville Bancorp, Inc. (the
Company) and its subsidiaries, and (ii) to furnish maximum incentive to those persons to improve operations and increase profits and
to strengthen the mutuality of interest between those persons and the Companys shareholders by providing them with stock options and
other stock and cash incentives. The Plan is intended to operate in compliance with the provisions of Securities and Exchange
Commission Rule 16b-3.
2. Definitions. As used in the Plan, the following terms have the meanings indicated:
(a) Act means the Securities Exchange Act of 1934, as amended.
(b) Applicable Withholding Taxes means the aggregate amount of federal, state and local income and payroll taxes that the
Company is required to withhold in connection with any Performance Grant any lapse of restrictions on or payment with respect to
Restricted Stock or Restricted Stock Units, or any exercise of a Nonstatutory Stock Option or Stock Appreciation Right.
(c) Board means the board of directors of the Company.
(d) Change in Control means unless otherwise provided in the Grant Agreement with respect to a particular Incentive Award,
the date on which either (A) the Service Recipient at the time of the event or (B) any corporation in a chain of corporations in which
each corporation owns more than 50 percent of the total fair market value and total voting power of another corporation in the chain
ending with the Service Recipient at the time of the event (in either case, the Affected Corporation) experiences a change in
ownership (as described in subsection (i)), a change in effective control (as described in subsection (ii)), or a change in the ownership of
a substantial portion of its assets (as described in subsection (iii)):
(i) any person or more than one person acting as a group acquires beneficial ownership of Affected Corporation stock that,
together with the Affected Corporation stock already held by such person or group, represents more than 50 percent of the total fair
market value or total voting power of the Affected Corporation stock; provided, however, that if any one person or more than one
person acting as a group is considered to own more than 50 percent of the total fair market value or total voting power of the Affected
Corporation stock, the acquisition of additional stock by the same person or persons is not considered to cause a change in the
ownership of the Affected Corporation for purposes of this subsection (i) or to cause a change in effective control of the Affected
Corporation for purposes of subsection (ii);
(ii) (1) any person or more than one person acting as a group acquires (or has acquired during the twelve-consecutive-month
period ending on the date of the most recent acquisition by such person or persons) beneficial ownership of Affected Corporation stock
possessing 30 percent or more of the total voting power of the Affected Corporation stock; or (2) a majority of members of the Board is
replaced during a twelve-consecutive-month period by directors whose appointment or election is not endorsed by a majority of the
members of the Board before the date of the appointment or election; provided, however, that if any one person or more than one person
acting as a group is considered to effectively control the Affected Corporation for purposes of this subsection (ii), the acquisition of
additional control of the corporation by the same person or persons is not considered to cause a change in the effective control for
purposes of this subsection (ii) or to cause a change in ownership of the Affected Corporation for purposes of subsection (i); or
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(iii) any person or more than one person acting as a group acquires (or has acquired during the twelve-consecutive-month
period ending on the date of the most recent acquisition by such person or group) assets from the Affected Corporation having a total
gross fair market value equal to 40 percent or more of the total gross fair market value of all of the assets of the Affected Corporation
immediately prior to such acquisition or acquisitions; provided that a transfer of assets by an Affected Corporation is not treated as a
change in the ownership of such assets if the assets are transferred to (I) a shareholder of the Affected Corporation immediately before
the asset transfer in exchange for or with respect to Affected Corporation stock; (II) an entity, 50 percent or more of the total fair market
value or total voting power of which is owned, directly or indirectly, by the Affected Corporation; (III) a person or more than one person
acting as a group that owns, directly or indirectly, 50 percent or more of the total fair market value or total voting power of all
outstanding Affected Corporation stock; or (IV) an entity, at least 50 percent of the total fair market value or total voting power of which
is owned, directly or indirectly, by a person described in (III) above. Except as otherwise provided in this subsection (iii), a persons
status is determined immediately after the transfer of the assets. For purposes of this subsection (iii), gross fair market value means
the value of the assets of the Affected Corporation, or the value of the assets being disposed of, determined without regard to any
liabilities associated with such assets.
For purposes of this Section 2(e), the term group shall have the same meaning as in Section 13(d)(3) of the Act, modified to the
extent necessary to comply with Sections 1.409A-3(i)(5)(v)(B), (vi)(D) or (vii)(C) of the Treasury Regulations (or any successor
provisions). The term beneficial ownership shall have the same meaning as in Rule 13d-3 promulgated under the Act, modified to the
extent necessary to comply with Section 1.409A-3(i)(5)(v)(iii) of the Treasury Regulations (or any successor provision).
Notwithstanding anything in this Section 2(e) to the contrary, unless otherwise provided in the Grant Agreement with respect to a
particular Incentive Award, an event which does not constitute a change in the ownership, a change in the effective control, or a change
in the ownership of a substantial portion of the assets of the Affected Corporation, each as defined in Section 1.409A-3(i)(5) of the
Treasury Regulations (or any successor provision), shall not constitute a Change of Control for purposes of this Plan.
(e) Code means the Internal Revenue Code of 1986, as amended, and as may be amended from time to time. Any reference in
the Plan to a specific Section of the Code shall include any successor provision of the Code.
(f) Committee means, the Compensation Committee of the Board. Each member of the Committee shall satisfy such
requirements as may be established by the NASDAQ Stock Market. In addition, if any member of the Committee does not qualify as an
outside director for purposes of Code Section 162(m) or as a non-employee director for purposes of Rule 16b-3, the remaining members
of the Committee (but not less than two members) shall be constituted as a subcommittee of the Compensation Committee to act as the
Committee for purposes of the Plan.
(g) Company Stock means common stock of the Company. In the event of a change in the capital structure of the Company (as
provided in Section 15), the shares resulting from such a change shall be deemed to be Company Stock within the meaning of the Plan.
(h) Date of Grant means (i) with respect to a Non-Option Award, the date on which the Committee grants the award; (ii) with
respect to a Nonstatutory Option or Stock Appreciation Right, the date on which the Committee completes the corporate action
necessary to create a legally binding right constituting the Nonstatutory Stock Option or Stock Appreciation Right; (iii) with respect to
an Incentive Stock Option, the date on which the Committee completes the corporate action constituting an offer of stock for sale to a
Participant under the terms and conditions of the Incentive Stock Option; or (iv) with respect to any Incentive Award, such future date
on which the grant is to be effective as specified by the Committee.
(i) Disability or Disabled means, as to an Incentive Stock Option, a Disability within the meaning of Code Section 22(e)(3).
As to all other Incentive Awards, Disability (or variations thereof) means, unless
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otherwise provided in the Grant Agreement with respect to the award, a Disability within the meaning of Code Section 409A(a)(2)(C)
and Treasury Regulations Section 1.409A-3(i)(4) (or any successor provision). The Committee shall determine whether a Disability
exists and the determination shall be conclusive.
(j) Fair Market Value means the closing price per share of Company Stock on the exchange on which the Company Stock is
traded on the Date of Grant or any other date for which the value of Company Stock must be determined under the Plan, or, if the
determination date is not a trading day, on the most recent trading day immediately preceding the determination date.
(k) Grant Agreement means the written agreement between the Company and a Participant containing the terms and conditions
with respect to an Incentive Award.
(l) Incentive Award means, collectively, an award of an Option, Restricted Stock, a Restricted Stock Unit, a Stock Appreciation
Right or a Performance Grant under the Plan.
(m) Incentive Stock Option means an Option intended to meet the requirements of, and qualify for favorable federal income tax
treatment under, Code Section 422.
(n) Mature Shares means previously acquired shares of Company Stock for which the holder thereof has good title, free and
clear of all liens and encumbrances, and which such holder has held for at least six months if the Company is accounting for Incentive
Awards using APB Opinion 25, or has purchased on the open market.
(o) Nonstatutory Stock Option means an Option that does not meet the requirements of Code Section 422, or, even if meeting
the requirements of Code Section 422, is not intended to be an Incentive Stock Option and is so designated.
(p) Option means a right to purchase Company Stock granted under the Plan, at a price determined in accordance with the Plan.
(q) Outside Director means any member of the Board who is not otherwise an employee of the Company or any of its
subsidiaries.
(r) Participant means any employee of the Company or its Related Companies who receives an Incentive Award under the Plan.
(s) Performance Criteria means any of the following areas of performance of the Company: total shareholder return, revenue,
gross profit, pre-tax earnings, net operating profit after taxes, net income, earnings per share, gross margin, net interest margin,
operating cash flow, free cash flow, return on assets, return on invested capital, and return on equity. Performance Criteria may be used
to measure the performance of the Company as a whole or any business unit of the Company, and may be measured relative to a peer
group or index.
(t) Performance Goal means an objectively determinable performance goal established by the Committee with respect to a given
Performance Grant or a grant of Restricted Stock or Restricted Stock Units that relates to one or more Performance Criteria.
(u) Performance Grant means an Incentive Award made pursuant to Section 10.
(v) Plan Year means January 1 to December 31.
(w) Related Company means, (i) for purposes of determining eligibility to receive an Incentive Stock Option, any parent
corporation with respect to the Company within the meaning of Code Section 424(e) or any
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subsidiary corporation with respect to the Company within the meaning of Code Section 424(f); (ii) for purposes of determining
eligibility to receive a Nonstatutory Stock Option or Stock Appreciation Right, any corporation or other entity in a chain of corporations
or other entities in which each corporation or other entity has a controlling interest (within the meaning of Treasury Regulations
Section 1.409A-1(b)(5)(E)(1) (or any successor provision)) in another corporation or other entity in the chain, beginning with a
corporation or other entity in which the Company has a controlling interest; and (iii) for all other purposes under the Plan, any
corporation, trade or business that would be required to be treated as a single employer with the Company under Code Sections 414(b)
or (c), provided that, in applying Code Sections 1563(a)(1), (2) and (3) for purposes of determining a controlled group of corporations,
or in applying Treasury Regulations Section 1A1 4(c)-2 for purposes of determining trades or businesses under common control, the
phrase at least 50% shall replace the phrase at least 80% each time it appears in those sections.
(x) Repricing means, with respect to an Option or Stock Appreciation Right, any of the following: (i) the lowering of the
exercise price after the Date of Grant; (ii) the taking of any other action that is treated as a repricing under generally accepted
accounting principles; or (iii) the cancellation of the Option or Stock Appreciation Right at a time when its exercise price (or, with
respect to the Stock Appreciation Right, the Fair Market Value of the Company Stock covered by the Stock Appreciation Right on the
Date of Grant) exceeds the Fair Market Value of the underlying Company Stock in exchange for any other Incentive Award, unless the
cancellation and exchange occurs in connection with a merger, acquisition, spin-off or other similar corporate transaction.
(y) Restricted Stock means Company Stock awarded upon the terms and subject to the restrictions set forth in Section 7.
(z) Restricted Stock Unit means a right to receive Company Stock, cash or a combination of Company Stock or cash upon the
terms and subject to the conditions of Section 8.
(aa) Rule 16b-3 means Rule 16b-3 of the Securities and Exchange Commission promulgated under the Act. A reference in the
Plan to Rule 16b-3 shall include a reference to any corresponding rule (or number redesignation) of any amendments to Rule 16b-3
enacted after the effective date of the Plans adoption.
(bb) Service Recipient means, with respect to a Service Provider, the Company or the Related Company for which the employee
performs services.
(cc) Stock Appreciation Right means a right to receive Company Stock or cash from the Company granted under Section 9.
(dd) Taxable Year means the fiscal period used by the Company for reporting taxes on income under the Code.
(ee) Treasury Regulations mean the final, temporary or proposed regulations issued by the Treasury Department and/or Internal
Revenue Service as codified in Title 26 of the United States Code of Federal Regulations.
3. General. The following types of Incentive Awards may be granted under the Plan: Options, Restricted Stock, Restricted Stock
Units, Stock Appreciation Rights, and Performance Grants. Options granted under the Plan may be Incentive Stock Options or
Nonstatutory Stock Options.
4. Stock.
(a) Subject to Section 15 of the Plan, there shall be reserved for issuance under the Plan an aggregate of 180,000 common shares of
Company Stock, which shall be authorized but unissued shares. All of the shares available for issuance to Participants who are
employees of the Company or its subsidiaries may, but need not, be issued pursuant to the exercise of Incentive Stock Options. Shares
covered by an Incentive Award granted under the Plan shall not be counted as used unless and until they are actually issued and
delivered to a Participant.
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(b) Shares allocable to Incentive Awards or portions thereof granted under the Plan that expire, are forfeited, lapse or otherwise
terminate or are cancelled shall be added to the shares available for Incentive Awards under the Plan. Any shares covered by a Stock
Appreciation Right shall be counted as used only to the extent shares are actually issued to the Participant when the Stock Appreciation
Right is exercised. In addition, any shares of Company Stock exchanged by a Participant as full or partial payment to the Company of
the exercise price under an Option, any shares retained by the Company in satisfaction of a Participants obligations to pay Applicable
Withholding Taxes with respect to any Incentive Award and any shares of Company stock covered by an Incentive Award that is settled
in cash shall be added to the shares available for Incentive Awards under the Plan.
(c) The Committee is expressly authorized to make an Incentive Award to a Participant conditioned upon the surrender for
cancellation of an option granted under an existing Incentive Award. However, without prior shareholder approval, the Committee is
expressly prohibited from making a new Incentive Award in the form of an Option if the exercise price of the new Option is less than
the exercise price of the Option under the existing Incentive Award surrendered for cancellation. In addition, the Committee is expressly
prohibited from making a new Incentive Award of Restricted Stock or Restricted Stock Units if the exercise price of the outstanding
Option exceeds the Fair Market Value of the shares of Company Stock allocated to the Option on the date of the surrender or
cancellation of the Option, unless otherwise approved by the Companys shareholders.
5. Eligibility.
(a) All present and future employees of the Company or any Related Company (whether now existing or hereafter created or
acquired) whom the Committee determines to have contributed or who can be expected to contribute significantly to the Company or
any Related Company shall be eligible to receive Incentive Awards under the Plan. The Committee shall have the power and complete
discretion, as provided in Section 16, to select eligible employees to receive Incentive Awards and to determine for each employee the
nature of the award and the terms and conditions of each Incentive Award.
(b) The grant of an Incentive Award shall not obligate the Company or any subsidiary of the Company to pay an employee any
particular amount of remuneration, to continue the employment of the employee after the grant or to make further grants to the
employee at any time thereafter.
6. Stock Options.
(a) The Committee may make grants of Options to eligible employees. Whenever the Committee deems it appropriate to grant
Options, notice shall be given to the employee stating the number of shares for which Options are granted, the Option price per share,
whether the Options are Incentive Stock Options or Nonstatutory Stock Options, the extent to which Stock Appreciation Rights are
granted (as provided in Section 9), and the conditions to which the grant and exercise of the Options are subject. This notice, when duly
executed by the employee, shall become the Grant Agreement between the Company and employee and, at that time, the employee shall
become a Participant. Only employees described in Section 5(a) shall be eligible to receive awards of Incentive Stock Options.
(b) The exercise price of shares of Company Stock covered by an Option shall be not less than 100% of the Fair Market Value of
such shares on the Date of Grant. If the Participant is a Ten Percent Shareholder and the Option is intended to qualify as an Incentive
Stock Option, the exercise price shall not be less than 110% of the Fair Market Value of such shares on the Date of Grant.
(c) Options may be exercised in whole or in part at such times as may be specified by the Committee in the Participants stock
option agreement; provided that no Option may be exercised after the expiration of ten (10) years from the Date of Grant and further
provided that the exercise provisions for Incentive Stock Options shall in all events not be more liberal than the following provisions:
(i) No Incentive Stock Option may be exercised after the first to occur of (x) ten years from the Date of Grant (five years if
the Participant to whom the Option has been granted is a Ten Percent Shareholder), (y) three
H-5

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Table of Contents
months following the date of the Participants retirement or termination of employment with the Company and all Related Companies
for reasons other than Disability or death, or (z) one year following the date of the Participants termination of employment on account
of Disability or death.
(ii) An Incentive Stock Option by its terms, shall be exercisable in any calendar year only to the extent that the aggregate Fair
Market Value (determined at the Date of Grant) of the Company Stock with respect to which Incentive Stock Options are exercisable for
the first time during the calendar year does not exceed $100,000 (the Limitation Amount). Incentive Stock Options granted under the
Plan and all other plans of any Company shall be aggregated for purposes of determining whether the Limitation Amount has been
exceeded. The Committee granting the Option may impose such conditions as it deems appropriate on an Incentive Stock Option to
ensure that the foregoing requirement is met. If Incentive Stock Options that first become exercisable in a calendar year exceed the
Limitation Amount, the excess Options will be treated as Nonstatutory Stock Options to the extent permitted by law.
(d) Options shall not be transferable except to the extent specifically provided in the Grant Agreement. Incentive Stock Options,
by their terms, shall not be transferable except by will or the laws of descent and distribution and shall be exercisable, during the
Participants lifetime, only by the Participant.
(e) A Participant who purchases shares of Company Stock under an Option shall have no rights as a shareholder until the
Company Stock is issued pursuant to the terms of the Grant Agreement and all requirements with respect to the issuance of such shares
have been satisfied.
(f) Options may be exercised by the Participant giving written notice of the exercise to the Company, stating the number of shares
the Participant has elected to purchase under the Option. The notice shall be effective only if accompanied by the exercise price in full
in cash; provided, however, that if the terms of an Option or the Committee in its discretion so permits, the Participant (i), unless
prohibited by law, may deliver a properly executed exercise notice together with irrevocable instructions to a broker to deliver promptly
to the Company, from the sale or loan proceeds with respect to the sale of Company Stock or a loan secured by Company Stock, the
amount necessary to pay the exercise price and, if required by the terms of the Option or the Committee in its discretion, Applicable
Withholding Taxes, (ii) may deliver shares of Company Stock for which the holder thereof has good title, free and clear of all liens and
encumbrances (valued at their Fair Market Value on the date of exercise) in satisfaction of all or any part of the exercise price, or
(iii) may cause to be withheld from the Option shares, shares of Company Stock (valued at their Fair Market Value on the date of
exercise) in satisfaction of all or any part of the exercise price; or (iv) may use any other methods of payment as the Committee, at its
discretion, deems appropriate. Until the Participant has paid the exercise price and any Applicable Withholding Taxes, no stock
certificate shall be issued.
(g) The Company may suspend the right to exercise an Option at any time when the Company determines that allowing the
exercise and issuance of Company Stock would violate any federal or state securities or other laws. The Committee may provide that
any time periods to exercise the Option are extended during a period of suspension.
(h) Each Participant shall agree as a condition of the exercise of an Option to pay to the Company, or make arrangements
satisfactory to the Company regarding the payment to the Company of, Applicable Withholding Taxes. Until the amount has been paid
or arrangements satisfactory to the Company have been made, no stock certificate shall be issued upon the exercise of an Option.
Payment to the Company in satisfaction of Applicable Withholding Taxes may be in cash or in shares of Company Stock (valued at their
Fair Market Value as of the date of payment) to which the Participant has good title, free and clear of all liens and encumbrances. As an
alternative to making a separate payment to the Company to satisfy Applicable Withholding Taxes, if the Committee allows or the Grant
Agreement so provides, the Participant may elect to have the Company retain that number of shares of Company Stock (valued at their
Fair Market Value as of the date of such retention) that would satisfy all or a specified portion of the Applicable Withholding Taxes. The
shares of Company Stock retained may not exceed the amount of the Applicable Withholding Taxes.
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(i) Unless specifically provided in the discretion of the Committee in a writing that references and supersedes this Section 6(i),
(i) no Modification shall be made in respect to any Option if such Modification would result in the Option constituting a deferral of
compensation, and (ii) no Extension shall be made in respect to any Option if such Extension would result in the Option having an
additional deferral feature from the Date of Grant, in each case within the meaning of applicable Treasury Regulations under Code
Section 409A. Subject to the remaining part of this subsection, (x) a Modification means any change in the terms of the Option (or
change in the terms of the Plan or applicable Grant Agreement) that may provide the holder of the Option with a direct or indirect
reduction in the exercise price of the Option, regardless of whether the holder in fact benefits from the change in terms; and (y) an
Extension means either (A) the provision to the holder of an additional period of time within which to exercise the Option beyond the
time originally prescribed, (B) the conversion or exchange of the Option for a legally binding right to compensation in a future taxable
year, (C) the addition of any feature for the deferral of compensation to the terms of the Option, or (D) any renewal of the Option that
has the effect of (A) through (C) above. Notwithstanding the preceding sentence, it shall not be a Modification or an Extension,
respectively, to change the terms of an Option in accordance with Section 15 of the Plan, or in any of the other ways or for any of the
other purposes provided in applicable Treasury Regulations or other generally applicable guidance under Code Section 409A as not
resulting in a Modification or Extension for purposes of that section. In particular, it shall not be an Extension to extend the exercise
period of an Option to a date no later than the earlier of (i) the latest date upon which the Option could have expired by its original terms
under any circumstances or (ii) the tenth anniversary of the original Date of Grant.
7. Restricted Stock Awards.
(a) The Committee may make grants of Restricted Stock to employees. Whenever the Committee deems it appropriate to grant
Restricted Stock, notice shall be given to the employee stating the number of shares of Restricted Stock granted and the terms and
conditions to which the Restricted Stock is subject. This notice, when duly executed by the employee, shall become the Grant
Agreement between the Company and the employee and, at that time, the employee shall become a Participant. Restricted Stock may be
awarded by the Committee in its discretion without cash consideration.
(b) No shares of Restricted Stock may be sold, assigned, transferred, pledged, hypothecated, or otherwise encumbered or disposed
of until the restrictions on such shares as set forth in the Participants Grant Agreement have expired or been removed pursuant to
paragraph (d) or (e) below.
(c) Upon the acceptance by a Participant of an award of Restricted Stock, such Participant shall, subject to the restrictions set forth
in paragraph (b) above, have all the rights of a shareholder with respect to such shares of Restricted Stock, including, but not limited to,
the right to vote such shares of Restricted Stock and the right to receive all dividends and other distributions paid thereon. Unless
otherwise provided in the Grant Agreement, (i) dividends or other distributions paid in shares of Company Stock shall be subject to the
same restrictions set forth in Section 7(b) as the shares of the Restricted Stock with respect to which the dividends or other distributions
are paid and (ii) dividends or other distributions paid in cash shall be paid at the same time and under the same conditions as such
dividends or other distributions are paid to shareholders of record of Company Stock. Certificates representing Restricted Stock shall be
held by the Company until the restrictions expire and the Participant shall provide the Company with appropriate stock powers endorsed
in blank.
(d) The Committee shall establish as to each award of Restricted Stock the terms and conditions upon which the restrictions set
forth in paragraph (b) above shall expire. The terms and conditions may include the achievement of a Performance Goal. Restrictions
conditioned on the passage of time shall not expire less than three years from the Date of Grant of the Restricted Stock, and restrictions
conditioned on the achievement of Performance Goals shall not expire less than one year from the Date of Grant. Notwithstanding the
foregoing, the Committee may in its discretion, and without limitation, provide that restrictions will expire as a result of the Disability,
death or retirement of the Participant or the occurrence of a Change in Control. The terms and conditions of a Restricted Stock award
shall be governed by the provisions of Section 10 to the extent that the award is intended to comply with the requirements of Code
Section 162(m).
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(e) Notwithstanding the provisions of Section 7(b) above, the Committee may at any time, in its sole discretion, modify the terms
and conditions of a Restricted Stock award (including any or all of the restrictions applicable thereto), subject to the restrictions of
Section 10 as to any Performance Goal if the award is intended to comply with the requirements of Code Section 162(m).
(f) Each Participant shall agree at the time his or her Restricted Stock is granted, and as a condition thereof, to pay to the Company,
or make arrangements satisfactory to the Company regarding the payment to the Company of Applicable Withholding Taxes. Until such
amount has been paid or arrangements satisfactory to the Company have been made, no stock certificate free of a legend reflecting the
restrictions set forth in paragraph (b) above shall be issued to such Participant. As an alternative to making a cash payment to the
Company to satisfy Applicable Withholding Taxes, if the terms of the grant so permit, the Participant may elect to (i) to deliver Mature
Shares (valued at their Fair Market Value) or (ii) to have the Company retain that number of shares of Company Stock (valued at their
Fair Market Value) that would satisfy all or a specified portion of the Applicable Withholding Taxes. The shares of Company Stock
retained my not exceed the amount of Applicable Withholding Taxes.
8. Restricted Stock Unit Awards.
(a) The Committee may make grants of Restricted Stock Units to employees. Whenever the Committee deems it appropriate to
grant Restricted Stock Units, notice shall be given to the employee stating the number of Restricted Stock Units granted and the terms
and conditions to which the Restricted Stock Units are subject. This notice, when duly executed by the employee shall become the Grant
Agreement between the Company and the employee and, at that time, the employee shall become a Participant. Restricted Stock Units
may be awarded by the Committee in its discretion without cash consideration.
(b) Restricted Stock Units shall be subject to such restrictions as the Committee determines, including, without limitation, any of
the following:
(i) a prohibition against sale, assignment, transfer, pledge, hypothecation or other encumbrance for a specified period; or
(ii) a requirement that the holder forfeit such units in the event of termination of employment during the period of restriction.
All restrictions shall expire at such times as the Committee shall specify. Restrictions conditioned on the passage of time shall not expire
less than three years from the Date of Grant of the Restricted Stock Units, and restrictions conditioned on the achievement of
performance goals shall not expire less than one year from the Date of Grant. Notwithstanding the foregoing, the Committee may in its
discretion, and without limitation, provide that restrictions will expire as a result of the Disability, death or retirement of the Participant
or the occurrence of a Change in Control. In addition, the Committee may at any time, in its sole discretion, modify the terms and
conditions of a Restricted Stock Unit Award (including any or all of the restrictions applicable thereto), subject to the restrictions of
Section 10 as to any Performance Goal if the award is intended to comply with the requirements of Code Section 162(m).
(c) The Committee may also establish such other terms and conditions as it deems appropriate for an award of Restricted Stock
Units. The terms and conditions may include the achievement of a Performance Goal. The terms and conditions of a Restricted Stock
Unit award shall be governed by the provisions of Section 10 to the extent that the award is intended to comply with the requirements of
Code Section 162(m).
(d) Each Participant shall agree at the time his or her Restricted Stock Units are granted, and as a condition thereof, to pay to the
Company or make arrangements satisfactory to the Company regarding the payment to the Company of, Applicable Withholding Taxes.
Until such amount has been paid or arrangements satisfactory to the Company have been made, no stock certificates shall be issued to
such Participant. As an alternative to making a
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cash payment to the Company to satisfy Applicable Withholding Taxes, if the terms of the grant so permit, the Participant may elect to
(i) deliver Mature Shares or (ii) have the Company retain the number of shares of Company Stock (valued at their Fair Market Value)
that would satisfy all or a specified portion of the Applicable Withholding Taxes.
(e) Except to the extent this Plan or the Committee specifies otherwise, Restricted Stock Units represent an unfunded and
unsecured obligation of the Company and do not confer any of the rights of a shareholder until shares of Company Stock are issued
thereunder. Settlement of Restricted Stock Units upon expiration of the vesting period or any later period of deferral shall be made in
shares of Company Stock or otherwise as determined by the Committee. The number of shares, or other settlement medium, to be so
distributed may be increased by an interest factor or by dividend equivalents. Until a Restricted Stock Unit is so settled, the number of
shares represented by a Restricted Stock Unit shall be subject to adjustment pursuant to Section 15. Any Restricted Stock Units that are
settled after the Participants death shall be distributed to the Participants designated beneficiary(ies) or, if none was designated, the
Participants estate.
9. Stock Appreciation Rights.
(a) The Committee may grant Stock Appreciation Rights to eligible employees. Whenever the Committee grants Stock
Appreciation Rights, notice shall be given to the employee stating the number of shares with respect to which Stock Appreciation Rights
are granted, the extent, if any, to which the Stock Appreciation Rights are granted in connection with all or any part of a Nonstatutory
Stock Option (Tandem Rights), and the conditions to which the grant and exercise of the Stock Appreciation Rights are subject. This
notice, when duly executed by the employee, shall become the Grant Agreement between the Company and the Service Provider and, at
that time, the employee shall become a Participant.
(b) The following provisions apply to all Stock Appreciation Rights that are granted in connection with Options:
(i) Stock Appreciation Rights shall entitle the Participant, upon exercise of all or any part of the Stock Appreciation Rights,
to surrender to the Company unexercised that portion of the underlying Option relating to the same number of shares of Company Stock
as is covered by the Stock Appreciation Rights (or the portion of the Stock Appreciation Rights so exercised) and to receive in exchange
from the Company an amount equal to the excess of (x) the Fair Market Value on the date of exercise of the Company Stock covered by
the surrendered portion of the underlying Option over (y) the exercise price of the Company Stock covered by the surrendered portion
of the underlying Option. The Committee may limit the amount that the Participant will be entitled to receive upon exercise of Stock
Appreciation Rights.
(ii) Upon the exercise of a Stock Appreciation Right and surrender of the related portion of the underlying Option, the
Option, to the extent surrendered, shall not thereafter be exercisable.
(iii) Subject to any further conditions upon exercise imposed by the Board, a Stock Appreciation Right shall be exercisable
only to the extent that the related Option is exercisable and a Stock Appreciation Right shall expire no later than the date on which the
related Option expires.
(iv) The Stock Appreciation Right is only transferable when the related Options are otherwise transferable.
(v) A Stock Appreciation Right may only be exercised at a time when the Fair Market Value of the Company Stock covered
by the Stock Appreciation Right exceeds the exercise price of the Company Stock covered by the underlying Option.
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(c) The following provisions apply to all Stock Appreciation Rights that are not granted in connection with Options:
(i) Stock Appreciation Rights shall entitle the Participant, upon exercise of all or any part of the Stock Appreciation Rights,
to receive in exchange from the Company an amount equal to the excess of (x) the Fair Market Value on the date of exercise of the
Company Stock covered by the surrendered Stock Appreciation Right over (y) the Fair Market Value of the Company Stock on the Date
of Grant of the Stock Appreciation Right. The Committee may limit the amount that the Participant will be entitled to receive upon
exercise of Stock Appreciation Rights.
(ii) A Stock Appreciation Right may only be exercised at a time when the Fair Market Value of the Company Stock covered
by the Stock Appreciation Right exceeds the Fair Market Value of the Company Stock on the Date of Grant of the Stock Appreciation
Right.
(d) The manner in which the Companys obligation arising upon the exercise of a Stock Appreciation Right shall be paid shall be
determined by the Committee and shall be set forth in the Incentive Award. The Grant Agreement may provide for payment in Company
Stock or cash, or a fixed combination of Company Stock or cash, or the Committee may reserve the right to determine the manner of
payment at the time the Stock Appreciation Right is exercised. Shares of Company Stock issued upon the exercise of a Stock
Appreciation Right shall be valued at their Fair Market Value on the date of exercise.
(e) A Participant who acquires shares of Company Stock upon exercise of a Stock Appreciation Right shall have no rights as a
shareholder until the Company Stock is issued pursuant to the terms of the Grant Agreement and all requirements with respect to the
issuance of such shares have been satisfied.
(f) Stock Appreciation Rights may be exercised by the Participant giving written notice of the exercise to the Company, stating the
number of Stock Appreciation Rights the Participant has elected to exercise.
(g) The Company may suspend the right to exercise a Stock Appreciation Right at any time when the Company determines that
allowing the exercise and issuance of Company Stock would violate any federal or state securities or other laws. The Committee may
provide that any time periods to exercise the Stock Appreciation Right are extended during a period of suspension.
(h) Whenever payments upon exercise of Stock Appreciation Rights are to be made in cash to a Participant who is an employee,
the Company (or appropriate Service Recipient, as applicable) will withhold therefrom an amount sufficient to satisfy any Applicable
Withholding Taxes. Each Participant who is an Employee shall agree as a condition of receiving Stock Appreciation Rights payable in
the form of Company Stock to pay to the Company, or make arrangements satisfactory to the Company regarding the payment to the
Company of, Applicable Withholding Taxes. Until the amount has been paid or arrangements satisfactory to the Company have been
made, no stock certificate shall be issued to the Participant. Payment to the Company in satisfaction of Applicable Withholding Taxes
may be in cash or in shares of Company Stock (valued at their Fair Market Value as of the date of payment) to which the Participant has
good title, free and clear of all liens and encumbrances. As an alternative to making a separate payment to the Company to satisfy
Applicable Withholding Taxes, if the Committee allows or the Grant Agreement so provides, the Participant may elect to have the
Company retain that number of shares of Company Stock (valued at their Fair Market Value as of the date of such retention) that would
satisfy all or a specified portion of the Applicable Withholding Taxes. The shares of Company Stock retained may not exceed the
amount of the Applicable Withholding Taxes.
(i) Unless specifically provided in the discretion of the Committee in a writing that references and supersedes this Section 9(i),
(i) no Modification shall be made in respect to any Stock Appreciation Right if such Modification would result in the Stock
Appreciation Right constituting a deferral of compensation, and (ii) no Extension shall be made in respect to any Stock Appreciation
Right if such Extension would result in the Stock Appreciation Right having an additional deferral feature from the Date of Grant, in
each case within the meaning
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of applicable Treasury Regulations under Code Section 409A. Subject to the remaining part of this subsection, (x) a Modification
means any change in the terms of the Stock Appreciation Right (or change in the terms of the Plan or applicable Grant Agreement) that
may provide the holder of the Stock Appreciation Right with a direct or indirect reduction in the exercise price of the Stock
Appreciation Right, regardless of whether the holder in fact benefits from the change in terms; and (y) an Extension means either
(A) the provision to the holder of an additional period of time within which to exercise the Stock Appreciation Right beyond the time
originally prescribed, (B) the conversion or exchange of the Stock Appreciation Right for a legally binding right to compensation in a
future taxable year, (C) the addition of any feature for the deferral of compensation to the terms of the Stock Appreciation Right, or
(D) any renewal of the Stock Appreciation Right that has the effect of (A) through (C) above. Notwithstanding the preceding sentence,
it shall not be a Modification or an Extension, respectively, to change the terms of a Stock Appreciation Right in accordance with
Section 15 of the Plan, or in any of the other ways or for any of the other purposes provided in applicable Treasury Regulations or other
generally applicable guidance under Code Section 409A as not resulting in a Modification or Extension for purposes of that section. In
particular, it shall not be an Extension to extend the exercise period of a Stock Appreciation Right to a date no later than the earlier of
(i) the latest date upon which the Stock Appreciation Right could have expired by its original terms under any circumstances or (ii) the
tenth anniversary of the original Date of Grant.
10. Performance Grants.
(a) Each Performance Grant shall be evidenced by an agreement (a Grant Agreement) setting forth the Performance Goals for
the award, including the Performance Criteria, the target and maximum amounts payable and such other terms and conditions as are
applicable to the Performance Grant. Each Performance Grant shall be granted and administered to comply with the requirements of
Code Section 162(m). The aggregate maximum cash amount payable under the Plan in any Taxable Year to any Participant shall not
exceed $500,000. In the event of any conflict between a Grant Agreement and the Plan, the terms of the Plan shall govern.
(b) The Committee shall establish the Performance Goals for Performance Grants. The Committee shall determine the extent to
which any Performance Criteria shall be used and weighted in determining Performance Grants. The Committee may vary the
Performance Criteria, Performance Goals and weightings from Participant to Participant, Performance Grant to Performance Grant and
Plan Year to Plan Year. The Committee may increase, but not decrease, the minimum and target levels (but not the maximum level) with
respect to any Performance Goal after the start of a performance period.
(c) The Committee shall establish for each Performance Grant the amount of cash or Company Stock payable at specified levels of
performance, based on the Performance Goal or Goals for each Performance Criteria. Any Performance Grant shall be made not later
than 90 days after the start of the period for which the Performance Grant relates and shall be made prior to the completion of 25% of
such period. All determinations regarding the achievement of any Performance Goals will be made by the Committee. The Committee
may not increase during a Plan Year the amount of cash or Common Stock that would otherwise be payable upon achievement of the
Performance Goal or Goals but may reduce or eliminate the payments as provided in a Performance Grant.
(d) The actual payments to a Participant under a Performance Grant will be calculated by applying the achievement of a
Performance Criteria to the Performance Goal as established in the Grant Agreement. All calculations of actual payments shall be made
by the Committee and the Committee shall certify in writing the extent, if any, to which the Performance Goals have been met.
(e) Performance Grants will be paid in cash, Company Stock or both, at such time or times as are provided in the Grant
Agreement. The Committee may provide in the Grant Agreement that the Participant may make a prior election to defer the payment
under a Performance Grant subject to such terms and conditions as the Committee may determine.
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(f) Nothing contained in the Plan will be deemed in any way to limit or restrict any Company or the Committee from making any
award or payment to any person under any other plan, arrangement or understanding, whether now existing or hereafter in effect.
(g) A Participant who receives a Performance Grant payable in Company Stock shall have no rights as a shareholder until the
Company Stock is issued pursuant to the terms of the Performance Grant. The Company Stock may be issued without cash
consideration.
(h) A Participants interest in a Performance Grant may not be sold, assigned, transferred, pledged, hypothecated, or otherwise
encumbered.
(i) Whenever payments under a Performance Grant are to be made in cash, the Company will withhold therefrom an amount
sufficient to satisfy any Applicable Withholding Taxes. Each Participant shall agree as a condition of receiving a Performance Grant
payable in the form of Company Stock, to pay to the Company, or make arrangements satisfactory to the Company regarding the
payment to the Company of, Applicable Withholding Taxes. Until such amount has been paid or arrangements satisfactory to the
Company have been made, no stock certificate shall be issued to such Participant. As an alternative to making a cash payment to the
Company to satisfy Applicable Withholding Taxes, if the grant so permits, the Participant may elect to (i) to deliver Mature Shares
(valued at their Fair Market Value) or (ii) to have the Company retain that number of shares of Company Stock (valued at their Fair
Market Value) that would satisfy all or a specified portion of the Applicable Withholding Taxes.
11. Method of Exercise of Options and Stock Appreciation Rights.
(a) Options and Stock Appreciation Rights may be exercised by the Participant giving written notice of the exercise to the
Company, stating the number of shares the Participant has elected to purchase under the Option or the number of Stock Appreciation
Rights the Participant has elected to exercise. In the case of the purchase of shares under an Option, such notice shall be effective only if
accompanied by the exercise price in full in cash; provided, however, that if the terms of an Option so permit, the Participant may
(i) deliver Mature Shares (valued at their Fair Market Value) in satisfaction of all or any part of the exercise price or a certificate of
ownership of such Mature Shares, (ii) cause to be withheld from the Option shares, shares of Company Stock (valued at their Fair
Market Value) in satisfaction of all or any part of the exercise price, or (iii) deliver a properly executed exercise notice together with
irrevocable instructions to a broker to deliver promptly to the Company, from the sale or loan proceeds with respect to the sale of
Company Stock or a loan secured by Company Stock, the amount necessary to pay the exercise price and, if required by the terms of the
Option, Applicable Withholding Taxes, or (iv) such other methods of payment as the Committee, at its discretion, deems appropriate.
(b) The Company may place on any certificate representing Company Stock issued upon the exercise of an Option or a Stock
Appreciation Right any legend deemed desirable by the Companys counsel to comply with federal or state securities laws, and the
Company may require a customary written indication of the Participants investment intent. Until the Participant has made any required
payment, including any Applicable Withholding Taxes, and has had issued a certificate for the shares of Company Stock acquired, he or
she shall possess no shareholder rights with respect to the shares.
(c) Each Participant shall agree as a condition of the exercise of an Option or a Stock Appreciation Right, to pay to the Company,
or make arrangements satisfactory to the Company regarding the payment to the Company of, Applicable Withholding Taxes. Until
such amount has been paid or arrangements satisfactory to the Company have been made, no stock certificate shall be issued upon the
exercise of an Option or cash paid upon the exercise of a Stock Appreciation Right.
(d) As an alternative to making a cash payment to the Company to satisfy Applicable Withholding Taxes, if the Option or Stock
Appreciation Rights agreement so provides, the Participant may elect to (i) to deliver Mature
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Shares (valued at their Fair Market Value) or (ii) to have the Company retain that number of shares of Company Stock (valued at their
Fair Market Value) that would satisfy all or a specified portion of the Applicable Withholding Taxes.
12. Transferability of Options and Stock Appreciation Rights. Nonstatutory Stock Options and Stock Appreciation Rights may be
transferable by a Participant and exercisable by a person other than the Participant, but only to the extent specifically provided in the
Incentive Award. Incentive Stock Options, by their terms, shall not be transferable except by will or by the laws of descent and
distribution and shall be exercisable, during the Participants lifetime, only by the Participant.
13. Effective Date of the Plan. This Plan was approved by the Board on February 26, 2008, and will become effective on April 29,
2008, subject to approval by the affirmative vote of the holders of a majority of the votes cast at the 2008 Annual Meeting of the
Companys shareholders.
14. Termination, Modification, Change. If not sooner terminated by the Board, this Plan shall terminate at the close of business on
the date immediately preceding the tenth anniversary of the Effective Date. No Incentive Awards shall be made under the Plan after its
termination. The Board may amend or terminate the Plan in such respects as it shall deem advisable; provided that, if and to the extent
required by the Code or by requirements of the NASDAQ Stock Market, no change shall be made that increases the total number of
shares of Company Stock reserved for issuance pursuant to Incentive Awards granted under the Plan (except pursuant to Section 15),
materially modifies the requirements as to eligibility for participation in the Plan, materially increases the benefits accruing to
Participants under the Plan, or expands the types of Incentive Awards provided under the Plan, unless such change is authorized by the
shareholders of the Company. The Board may unilaterally amend Incentive Awards with respect to Participants, and the Plan subject to
the limitations described in the preceding sentence, as it deems appropriate to ensure compliance with Rule 16b-3 and to cause the Plan
and any Incentive Awards to meet the requirements of the Code and regulations and other interpretation and guidance issued thereunder,
including but not limited to Code Section 409A. Except as provided in the preceding sentence, a termination or amendment of the Plan
shall not, without the consent of the Participant, adversely affect a Participants rights under an Incentive Award previously granted to
him or her.
15. Change in Capital Structure.
(a) In the event of a stock dividend, stock split or combination of shares, recapitalization or merger in which the Company is the
surviving corporation or other change in the Companys capital stock (including, but not limited to, the creation or issuance to
shareholders generally of rights, options or warrants for the purchase of common stock or preferred stock of the Company), the number
and kind of shares of stock or securities of the Company to be subject to the Plan and to Incentive Awards then outstanding or to be
granted thereunder, the maximum number of shares or securities which may be delivered under the Plan (including the maximum limit
on Incentive Stock Options and other Incentive Awards under Section 4), the maximum number of shares or securities that can be
granted to an individual Participant under Section 4, the exercise price of Options, the initial Fair Market Value of Company Stock
under Stock Appreciation. Rights, and other relevant terms of the Plan and any Incentive Awards shall be proportionately adjusted by
the Committee, whose determination shall be binding on all persons. If the adjustment would produce fractional shares with respect to
any unexercised Option or Stock Appreciation Right or fractional cents with respect to the exercise price thereof, the Committee shall
round down the number of shares covered by the Option or Stock Appreciation Right to the nearest whole share and round up the
exercise price to the nearest whole cent.
(b) In the event of a Change in Control, or if the Company is otherwise a party to a consolidation or a merger in which the
Company is not the surviving corporation, a transaction that results in the acquisition of substantially all of the Companys outstanding
stock by a single person or entity, or a sale or transfer of substantially all of the Companys assets occurs, then the Committee may take
any actions with respect to outstanding Incentive Awards as the Committee deems appropriate, consistent with applicable provisions of
the Code and any applicable federal or state securities laws.
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(c) Notwithstanding anything in the Plan to the contrary, the Committee may take the foregoing actions without the consent of any
Participant, and the Committees determination shall be conclusive and binding on all persons for all purposes.
16. Administration of the Plan.
(a) The Plan shall be administered by the Committee. Subject to the express provisions and limitations set forth in this Plan, the
Committee shall be authorized and empowered to do all things necessary or desirable, in its sole discretion, in connection with the
administration of this Plan, including, without limitation, the following:
(i) to prescribe, amend and rescind rules and regulations relating to this Plan and to define terms not otherwise defined
herein;
(ii) to determine which persons are Participants, to which of such Participants, if any, Incentive Awards shall be granted
hereunder and the timing of any such Incentive Awards, and to grant Incentive Awards;
(iii) to grant Incentive Awards to Participants and determine the terms and conditions thereof, including the number of shares
of Company Stock subject to Incentive Awards and the exercise or purchase price of such shares of Company Stock and the
circumstances under which Incentive Awards become exercisable or vested or are forfeited or expire, which terms may but need not be
conditioned upon the passage of time, continued employment, the satisfaction of Performance Goals, the occurrence of certain events,
or other factors;
(iv) to establish or verify the extent of satisfaction of any Performance Goals or other conditions applicable to the grant,
issuance, exercisability, vesting and/or ability to retain any Incentive Award;
(v) to prescribe and amend the terms of the award agreements or other documents evidencing Incentive Awards made under
this Plan (which need not be identical);
(vi) to determine whether, and the extent to which, adjustments are required pursuant to Section 15;
(vii) to interpret and construe this Plan, any rules and regulations under this Plan and the terms and conditions of any
Incentive Award granted hereunder, and to make exceptions to any such provisions in good faith and for the benefit of the Company;
and
(viii) to make all other determinations deemed necessary or advisable for the administration of this Plan.
Notwithstanding the foregoing, no tandem stock options (where two stock options are issued together and the exercise of one option
affects the right to exercise the other option) may be issued in connection with Incentive Stock Options.
The Committee is expressly given the power to amend the terms of previously granted Incentive Awards so long as the terms as
amended are consistent with the terms of the Plan and provided that the consent of the Participant is obtained with respect to any
amendment that would be detrimental to him or her, except that the consent will not be required if the amendment is for the purpose of
complying with applicable provisions of the Code or any federal or state securities laws.
The Committee is expressly prohibited from Repricing any Option or Stock Appreciation Right without the prior approval of the
shareholders of the Company with respect to the proposed Repricing.
(b) The interpretation and construction of any provision of the Plan by the Committee shall be final and conclusive as to any
Participant. The Committee may consult with counsel, who may be counsel to the Company, and shall not incur any liability for any
action taken in good faith in reliance upon the advice of counsel.
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(c) A majority of the members of the Committee shall constitute a quorum, and all actions of the Committee shall be taken by a
majority of the members present. Any action may be taken by a written instrument signed by all of the members, and any action so
taken shall be fully effective as if it had been taken at a meeting.
(d) The Committee may delegate the administration of the Plan to an officer or officers of the Company, and such administrator(s)
may have the authority to execute and distribute agreements or other documents evidencing or relating to Incentive Awards granted by
the Committee under this Plan, to maintain records relating to the grant, vesting, exercise, forfeiture or expiration of Incentive Awards,
to process or oversee the issuance of shares of Company Stock upon the exercise, vesting and/or settlement of an Incentive Award, to
interpret the terms of Incentive Awards and to take such other actions as the Committee may specify, provided that in no case shall any
such administrator be authorized to grant Incentive Awards under the Plan. Any action by any such administrator within the scope of its
delegation shall be deemed for all purposes to have been taken by the Committee and references in this Plan to the Committee shall
include any such administrator, provided that the actions and interpretations of any such administrator shall be subject to review and
approval, disapproval or modification by the Committee.
17. Notice. All notices and other communications required or permitted to be given under this Plan shall be in writing and shall be
deemed to have been duly given if delivered personally or mailed first class, postage prepaid, as follows (a) if to the Companyat the
principal business address of the Company to the attention of the Corporate Secretary of the Company; and (b) if to any Participantat
the last address of the Participant known to the sender at the time the notice or other communication is sent.
18. Interpretation. The Plan is intended to operate in compliance with the provisions of Rule 16b-3 and to facilitate compliance
with, and optimize the benefits from, Code Section 162(m). The terms of this Plan are subject to all present and future regulations and
rulings of the Secretary of the Treasury of the United States or his or her delegate relating to the qualification of Incentive Stock Options
under the Code. This Plan and the individual Incentive Awards under the Plan are intended to comply with any applicable requirements
of Code Section 409A and shall be interpreted to the extent context reasonably permits in accordance with such requirements. If any
provision of the Plan conflicts with any such regulation or ruling, then that provision of the Plan shall be void and of no effect.
19. General Provisions.
(a) The adoption of this Plan and any setting aside of cash amounts or shares of Company Stock by the Company with which to
discharge its obligations hereunder shall not be deemed to create a trust or other funded arrangement. The benefits provided under this
Plan shall be a general, unsecured obligation of the Company payable solely from the general assets of the Company, and neither a
Participant nor a Participants permitted transferees or estate shall have any interest in any assets of the Company by virtue of this Plan,
except as a general unsecured creditor of the Company. Notwithstanding the foregoing, the Company shall have the right to implement
or set aside funds in a grantor trust subject to the claims of the Companys creditors to discharge its obligations under the Plan.
(b) The adoption of the Plan shall not affect any other stock incentive or other compensation plans in effect for the Company or
any subsidiary of the Company, nor shall the Plan preclude the Company from establishing any other forms of stock incentive or other
compensation for employees or Outside Directors of the Company or any subsidiary of the Company.
(c) The Plan shall be binding upon the Corporation, its successors and assigns, and the Participant, his executor, administrator and
permitted transferees and beneficiaries.
(d) This Plan and any award agreements or other documents entered into in connection with the Plan shall be interpreted and
construed in accordance with the laws of the Commonwealth of Virginia and applicable federal law.
H-15
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APPENDIX I
ARTICLES OF AMENDMENT TO
AMENDED AND RESTATED ARTICLES OF INCORPORATION OF
JACKSONVILLE BANCORP, INC.
Pursuant to Section 607.1006 of the Florida Business Corporation Act (the FBCA), the undersigned Corporation adopts these
Articles of Amendment.
FIRST: The name of the Corporation is JACKSONVILLE BANCORP, INC.
SECOND: Upon the filing and effectiveness (the Effective Time) pursuant to the FBCA of this Articles of Amendment to the
Amended and Restated Articles of Incorporation of the Corporation, (i) each [insert number ranging from two to twenty] shares of
the Corporations common stock, par value $0.01 per share (Common Stock), issued and outstanding immediately prior to the
Effective Time shall be combined into one (1) validly issued, fully paid and non-assessable share of common stock, par value $0.01 per
share, without any further action by the Corporation or the holder thereof, subject to the treatment of fractional share interests as
described below, and (ii) each [insert same number as above] shares of the Corporations nonvoting common stock, $0.01 per share,
issued and outstanding immediately prior to the Effective Time shall be combined into one (1) validly issued, fully paid and nonassessable share of nonvoting common stock, par value $0.01 per share, without any further action by the Corporation or the holder
thereof, subject to the treatment of fractional share interests as described below (collectively, the Reverse Stock Split). No fractional
shares of common stock or nonvoting common stock shall be issued in connection with the Reverse Stock Split and any fractional share
interests will be rounded up to the nearest whole share. Each certificate that immediately prior to the Effective Time represented shares
of common stock or nonvoting common stock (Old Certificates), shall thereafter represent that number of shares of common stock or
nonvoting common stock, as applicable, into which the shares represented by the Old Certificate shall have been combined, subject to
the rounding up of the fractional share interests as described above.
At the Effective Time of the Reverse Stock Split, (x) the authorized shares of common stock of the Corporation is reduced to [
]
2
shares, and (y) the authorized shares of nonvoting common stock of the Corporation shall be reduced to [
] shares. The Amended
and Restated Articles of Incorporation of this Corporation are amended by replacing paragraph 4.01 of Article IV so that, as amended,
said paragraph shall read as follows:
4.01 General. The total number of shares of all classes of capital stock of the Corporation (Shares) that the Corporation
shall have the authority to issue is [
] million, consisting of the following classes:
(1) [

]2 million Shares of common stock, $0.01 par value per share (Common Stock);

(2) [

]2 million Shares of nonvoting common stock, $0.01 par value per share (Nonvoting Common Stock); and

(3) 10 million Shares of preferred stock, $0.01 par value per share (Preferred Stock).

on

THIRD: The amendment to the Amended and Restated Articles of Incorporation of the Corporation set forth above was adopted
, 2013.

FOURTH: The amendment was approved by the Corporations shareholders. The number of votes cast for the amendment by the
shareholders was sufficient for approval.
Signed on

, 2013.

JACKSONVILLE BANCORP, INC.
By:
Stephen C. Green, President & CEO
I-1
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PLEASE MARK VOTES

X

AS IN THIS EXAMPLE

REVOCABLE PROXY
JACKSONVILLE BANCORP, INC.

THIS PROXY IS SOLICITED ON BEHALF OF THE
BOARD OF DIRECTORS

1. Approve an amendment to the Companys amended and restated articles of
incorporation to:
For

I, the undersigned shareholder of Jacksonville Bancorp, Inc. (the

a. Increase the number of authorized shares of

Company), Jacksonville, Florida, do hereby nominate, constitute and appoint

common stock, par value $0.01 per share, to

valerie A. Kendall and Margaret A. Incandela, or any one or more of them, my

400 million.

true and lawful proxy and attorney(s) with full power of substitution for me and
in my name, place and stead, to represent and vote all of the common stock, par

¨¨ ¨
For

b. Authorize 100 million shares of a new class

value $.01 per share, of the Company, held in my name on its books as of

of nonvoting common stock, par value

December 17, 2012 at the Special Meeting of Shareholders to be held on

$0.01 per share.

Wednesday, February 13, 2013.
million shares of common stock and nonvoting

Against Abstain

¨¨ ¨
For

2. Approve the issuance of approximately 100

Against Abstain

Against Abstain

¨¨ ¨

common stock upon the conversion of the
Series A Preferred Stock.
For
3. Approve an amendment to the Companys
stock incentive plan increasing the number of

Against Abstain

¨¨ ¨

plan shares from 180,000 to 7 million and
eliminating certain minimum vesting
restrictions for awards of restricted stock and
restricted stock units.
For
4. Authorize an amendment to the Companys
amended and restated articles of incorporation

Against Abstain

¨¨ ¨

to effect a reverse stock split of the outstanding
common stock and nonvoting common stock at
a ratio of up to 1-for-20, the exact ratio and the
implementation of the amendment being in the
sole discretion of the Companys board of
directors.
For
5. Approve the grant of discretionary authority to
adjourn the special meeting to a later date if

Against Abstain

¨¨ ¨

necessary to further solicit proxies.
Date
This proxy, when properly executed, will be voted in the manner
Please be sure to date and sign

directed herein by the undersigned shareholder. If no direction is made,

this proxy card in the box below.

the proxy will be voted FOR Proposals 1a, 1b, 2, 3, 4 and 5.

Sign above

Co-holder (if any) sign above

In their discretion, the proxies are authorized to vote upon such other
matters as may properly come before the Special Meeting of Shareholders.
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When shares are held by joint tenants, both should sign. Executors,
administrators, trustees, etc. should give full title as such. If the signer is a
corporation, please sign full corporate name by duly authorized officer.

x
¿

y
Detach above card, sign, date and mail in postage-paid envelope provided.

¿

JACKSONVILLE BANCORP, INC.
PLEASE ACT PROMPTLY
PLEASE COMPLETE, DATE, SIGN, AND MAIL THIS PROXY CARD PROMPTLY
IN THE ENCLOSED POSTAGE-PAID ENVELOPE.
IF YOUR ADDRESS HAS CHANGED, PLEASE CORRECT THE ADDRESS IN THE SPACE PROVIDED BELOW AND
RETURN THIS PORTION WITH THE PROXY IN THE ENVELOPE PROVIDED.

Important Notice Regarding the Availability of Proxy Materials for the Special Meeting:
The Notice and Proxy Statement are available at www.cfpproxy.com/7107 or on the Companys website at
www.jaxbank.com.
7107
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