%Allegianee Bank

September 9, 2009

Dear Shareholder:

You are cordially invited to attend the 2009 Annual Meeting of the shareholders of Allegiance
Bank of North America to be held on Wednesday, October 14, 2009 at 11:00 a.m., at the Crowne
Plaza Philadelphia Main Line Hotel at 4100 Presidential Boulevard, Philadelphia, PA 19131.
Light refreshments will be served.

I would like to thank you for your support of Allegiance Bank of North America. If you have any
questions or concerns prior to the meeting, please feel free to contact me directly at
610.949.0760 or via email at gwagner@allegbank.com.

Sincerely,

//%

Gregg J. Wagner
President and Chief Executive Officer
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ALLEGIANCE BANK OF NORTH AMERICA

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON OCTOBER 14, 2009

TO OUR SHAREHOLDERS:

NOTICE IS HEREBY GIVEN THAT the 2009 Annual Meeting of Shareholders (the "Annual
Meeting") of Allegiance Bank of North America (the "Bank™) will be held on Wednesday,
October 14, 2009 at 11:00 a.m., at the Crowne Plaza Philadelphia Main Line Hotel at 4100
Presidential Boulevard, Philadelphia, PA 19131, to consider and act upon:

1. The election of two (2) Class | directors;

2. The transaction of such other business as properly may be brought before the
Annual Meeting or any adjournment or postponement thereof.

Shareholders of record of the Bank at the close of business on September 9, 2009 are entitled to
notice of and to vote at the Annual Meeting and any adjournment or postponement thereof.

All shareholders are cordially invited to attend the Annual Meeting. Whether or not you plan to
attend, you can ensure that your shares are represented at the meeting by promptly completing,
signing, dating and returning your proxy form in the enclosed envelope or by submitting your
proxy by telephone or through the internet, according to the instructions included with the
enclosed proxy card.

Sincerely,

e

John A. Carrozza
Chief Financial Officer and
Corporate Secretary
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ALLEGIANCE BANK OF NORTH AMERICA

One Belmont Avenue
Bala Cynwyd, Pennsylvania 19004

ANNUAL MEETING OF SHAREHOLDERS

To Be Held on Wednesday, October 14, 2009

PROXY STATEMENT

General Information

This Proxy Statement has been prepared and is being distributed in connection with the
solicitation by the Board of Directors of Allegiance Bank of North America (the "Bank") of
proxies in the enclosed form for use at the 2009 Annual Meeting of shareholders of the Bank to
be held on Wednesday, October 14, 2009 at 11:00 a.m., at the CROWNE PLAZA
PHILADELPHIA MAIN LINE HOTEL AT 4100 PRESIDENTIAL BOULEVARD,
PHILADELPHIA, PA 19131 (Such meeting and any adjournment(s) or postponement(s) thereof
are herein referred to as the "Annual Meeting"). This Proxy Statement is first being given or sent
to shareholders of the Bank on or about September 9, 20009.

Voting and Revocability of Proxies

Unless contrary instructions are indicated, all shares represented by valid proxies received
pursuant to this solicitation (and not revoked before they are voted) will be voted FOR the
election of the nominees for director named herein. Whether or not you plan to attend, you can
ensure that your shares are represented at the meeting by promptly completing, signing, dating
and returning your proxy form in the enclosed envelope or by submitting your proxy by
telephone or through the internet according to the instructions included with the enclosed proxy
card. As of the date of this Proxy Statement, the Board of Directors of the Bank (the "Board")
knows of no business that will be presented for consideration at the Annual Meeting other than
that referred to above. If any other business properly comes before the Annual Meeting, the
persons designated in the enclosed proxy will vote on such business in accordance with their best
judgment.

Any shareholder who executes a proxy may revoke it at any time before it is voted by delivering
a subsequent proxy, or by attending the Annual Meeting and voting in person.

Solicitation of Proxies

Your proxy is being solicited by the Board for use in connection with the Annual Meeting. The
cost of such solicitation will be borne by the Bank. Proxies may be solicited in person or by
mail, telephone, telegram, mailgram or other means by directors, officers, and employees of the
Bank. Such persons will not receive any fees for such solicitation. Brokers, nominees,
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fiduciaries and other custodians have been requested to forward such soliciting material to the
beneficial owners of shares held of record by them, and such custodians may be reimbursed for
their expenses.

Voting Securities, Quorum and Required Vote

As of the close of business on September 9, 2009, the Record Date for voting at the Annual
Meeting, there were issued and outstanding 4,798,062 shares of common stock, par value $1.00
per share, of the Bank. Holders of shares of the Bank’s common stock are entitled to one vote
per share on all matters to be voted upon at the Annual Meeting. As of the date hereof, there are
no other classes of the Bank's capital stock issued or outstanding.

The presence in person or by proxy of a majority of the shares of common stock outstanding on
the Record Date will constitute a quorum for the purpose of conducting business at the Annual
Meeting. For the purpose of determining the votes cast with respect to any matter presented for
consideration at the meeting, only those votes cast "FOR" or "AGAINST" will be included.
Abstentions and broker non-votes (shares held by brokers on behalf of their customers which
may not be voted on certain matters because the brokers have not received specific voting
instructions from their customers with respect to such matters) will be counted solely for the
purpose of determining whether a quorum is present.

The two nominees for director receiving the highest number of votes cast by the shareholders
entitled to vote for the election of directors will be elected. There shall be no cumulative voting
in the election of the Bank’s directors.

John A. Carrozza, Richard Muntz and Jennifer Miller, and each of them acting individually, shall
be appointed the lawful proxies, each with full power of substitution, for and on behalf of the
shareholders, to vote as specified in any appropriately executed proxy, the shares of the Bank's
common stock held of record by the shareholder.

Shareholder Communications with Directors

The Bank does not have formal procedures for shareholder communication with the Board. Any
matter intended for the Board, or for any individual member or members of the Board, should be
directed to the Corporate Secretary at Allegiance Bank of North America, One Belmont Avenue,
Suite 105, Bala Cynwyd, Pennsylvania 19004, with a request to forward the same to the intended
recipient. In general, all shareholder communications delivered to the Corporate Secretary for
forwarding to the Board or specified Board members will be forwarded in accordance with the
shareholder's instructions.

The Bank encourages all incumbent directors and nominees for election as directors to attend the
Annual Meeting.



PROPOSAL 1

ELECTION OF DIRECTORS

The Board of Directors of the Bank consists of six directors. As provided in the Articles of
Incorporation, the Board is divided into three classes, as nearly equal in number as possible, with
approximately one-third of the directors elected annually for three-year terms. All directors hold
office until the annual meeting of shareholders at which their respective terms expire and until
the election and qualification of their respective successors.

The incumbent members of the Board are: Edgar D. Landis, who serves as a Class | Director
and whose term expires at this Annual Meeting; Lynne C. Davis and Gregg J. Wagner, who
serve as Class Il Directors and whose term expires at the annual meeting to be held in 2010; and
Robert Kramer, Stanley Engle and Amos B. Smith, I, who serve as Class Il Directors and
whose term expires at the annual meeting to be held in 2011. Director Engle, presently a Class
I11 director, is resigning as a Class 111 director effective as of the meeting on October 14, 2009
and standing for election as a Class | director in order to maintain the number of directors in each
class as nearly equal in number as possible as required by Pennsylvania law and the Bank’s
Acrticles of Incorporation.

Director Nominees

The following individuals have been nominated for election at this Annual Meeting as Class |
Directors to serve for a three-year term expiring at the annual meeting of shareholders to be held
in 2012, and until their respective successors shall have been duly elected and qualified. These
individuals have agreed to stand for election as Class | directors.

Edgar D. Landis, age 77, was elected Chairman of the Board in 2005 and had been Vice
Chairman of the Board since the Bank’s inception in 1999. Prior to that, he had been Executive
Vice President, Chief Financial Officer and a member of the Board of CDI Corporation, a
temporary staffing company in Philadelphia, Pennsylvania from 1973 until his retirement in
1997. Prior to his employment at CDI, Mr. Landis was Corporate Controller of Carlisle
Corporation and later an Executive Vice President of a division of Carlisle. Prior to Carlisle, Mr.
Landis was a Certified Public Accountant with Peat, Marwick & Mitchell.

Stanley Engle, age 69, has been a member of the Board since 1999. Prior to that, since 1964, he
has held various positions in Penn Distributors, a beverage distributor serving the Philadelphia
Region, the last of which was President.



Recommendation of the Board of Directors

THE BOARD OF DIRECTORS OF THE BANK UNANIMOUSLY RECOMMENDS THAT
SHAREHOLDERS VOTE FOR THE ELECTION OF THE BOARD’S NOMINEES FOR
CLASS | DIRECTOR.

Continuing Directors

Gregg J. Wagner, age 48, became President and Chief Executive Officer of the Bank and a
member of the Bank’s Board in March 2008. Mr. Wagner has 27 years of banking experience.
Prior to Mr. Wagner joining the Bank, he served as the Chief Financial Officer of Royal
Bancshares of Pennsylvania, Inc. From 1994-2006, Mr. Wagner was employed by Harleysville
National Corporation, where he served as President and Chief Executive Officer, Chief
Operating Officer and Chief Financial Officer. Mr. Wagner was employed as Chief Financial
Officer and Chief Operating Officer of Security National Bank from 1992-1994. He was Vice
President and Controller at the Bryn Mawr Trust Company from 1984-1992.

Lynne C. Davis, age 62, was elected to the Board in July 2006. Mrs. Davis is President of The
Davis Group, a consulting practice specializing in the pharmaceutical industry. Mrs. Davis has
been providing solutions to the pharmaceutical industry for over 25 years in the areas of finance,
pricing, managed care contracting, government compliance and data management, including 17
years at GlaxoSmithKline, a global pharmaceutical company.

Robert Kramer, age 49, has been a member of the Board since 1999 and has served as Vice
Chairman of the Board from 2005 to present. He is the President of Microcision, LLC, a
manufacturer of custom medical devices, a position Mr. Kramer has been holding since 1991.

Amos B. Smith, Ill, age 64, has been a member of the Board since 1999. Dr. Smith is the
Rhodes-Thompson Professor of Chemistry at the University of Pennsylvania. He joined the
Department of Chemistry in 1973 and served as the Chairman of the Department from 1988
through 1996.

Meetings of the Board and Board Committees

During 2008, the Board held twenty (20) full Board meetings. All of the directors attended at
least seventy five percent (75%) of all of the meetings of the Board. All Board Members
attended at least 75% of all meetings of Board Committee meetings on which they serve.

Committees of the Board of Directors

The Bank's Board of Directors has organized, among other committees, the following standing
committees:

Asset/Liability Committee. Messrs. Smith (Chair), Wagner and Engle, and Mrs. Davis serve as
members of the Asset/Liability Committee. The Asset/Liability Committee approves the
asset/liability management policy and provides oversight to the Bank’s management. The
purpose of asset/liability management is to strive for a stable net interest income growth by
protecting earnings from undue interest rate risk and by managing the risk / return relationships
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between liquidity, market risk and capital adequacy. The Asset/Liability Committee held twelve
meetings during 2008.

Audit Committee. Mrs. Davis (Chair) and Messrs. Engle, Landis and Smith serve as members of
the Audit Committee. All members of the Audit Committee are independent from the
management of the Bank. The Audit Committee provides general oversight of the Bank’s
financial reporting, and the adequacy and integrity of the Bank's internal controls. The Audit
Committee selects and engages the certified public accountants to serve as the Bank’s
independent auditors. The Audit Committee reviews the results of all regulatory examinations
and the follow up plans and actions to be implemented by management. The Audit Committee is
responsible to determine whether or not all major issues reported by various audit activities made
by the Bank’s internal auditor, regulators or other outside advisors have been satisfactorily
resolved and to report to the Board all important matters pertaining to the Bank’s control
processes. The Audit Committee held six meetings during 2008 and it operates under a written
charter approved by the Board. The Audit Committee acts only in an oversight capacity and, in
doing so, relies solely on the work and assurances provided by management and the Bank’s
independent auditors.

Compensation Committee.  Messrs. Smith (Chair), and Kramer and Mrs. Davis serve as
members of the Compensation Committee. The Compensation Committee is authorized to grant
options, evaluate executive management's performance and approve compensation arrangements
for the Bank's Chief Executive Officer. All members of the Compensation Committee are
independent from the management of the Bank. The Compensation Committee held three
meetings in 2008.

Loan Review Committee. Messrs. Engle (Chair), Wagner and Kramer serve as members of the
Loan Review Committee. The Loan Review Committee reviews all classified or criticized loans
and all new loans in amounts of $375,000 or more, or additions to existing loans that would
cause the total relationship exposure to exceed $375,000. The Loan Review Committee is not an
approving authority, but is intended to monitor loan activity on behalf of the Board for total
exposures up to the “house limits” that have been set by the Board. Exposures greater than the
“house limits” must go to the entire Board for approval. The Loan Review Committee held
twelve meetings in 2008.

Executive Officers

The following sets forth certain information regarding the executive officers of the Bank.
Information pertaining to Gregg J. Wagner, who is a Director and executive officer of the Bank,
may be found in the section entitled "Continuing Directors."

Kevin J. Gallagher, age 53, is the Chief Lending Officer of the Bank, joining the Bank in
September of 2006. Mr. Gallagher has 30 years of banking/lending experience. Prior to joining
the Bank, he held similar positions at Continental Bank, First Penn Bank and Sun National Bank
of PA. In 1988, he was instrumental in the start up of Republic Bank (today known as Republic
First Bank) where he spent 11 years as Chief Lending Officer.

John A. Carrozza, age 44, is the Chief Financial Officer, and Corporate Secretary of the
Bank, joining in May of 2007. Prior to joining the Bank, Mr. Carrozza had been the Chief
Financial Officer for First Penn Bank in Philadelphia since 2001. Before that, Mr. Carrozza
was an Audit Manager for Stockton Bates & Co., where he specialized in audits of financial
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institutions and SEC registrants. During his combined 21 years of auditing, accounting and
banking experience he also became a Certified Public Accountant.

Debora Micka, age 51, became the Chief Credit Officer and Chief Credit Policy Officer of the
Bank in July 2006. Ms. Micka joined the bank in May 2005 as Chief Manager of Credit
Administration. Prior to joining the Bank, Ms. Micka was the Senior Credit Officer and Senior
Real Estate Underwriter with DNB First, NA since 1999. During the years from 1981 to 1999,
Ms. Micka held various positions in commercial lending and credit administration with First
Union through the CoreStates/Meridian Bank mergers.

Diane R. Brown, age 48, joined the Bank in September 2008 as Senior Vice President,
Compliance and Operations. She came to Allegiance with more than 25 years of experience in
the banking industry, including management positions with Harleysville National Bank, and
before that CoreStates Bank, Philadelphia, with skills ranging from marketing to product
management to IT services to operations. She is an Accredited ACH Professional and holds a
Master of Business Administration degree from Temple University.

Dennis P. Ryan, age 61, became Senior Vice President, Branch Business Development Manager
in June 2008. Prior to joining Allegiance Bank, Dennis was employed as Senior Vice President
of Marketing and Administration at Keystone Nazareth Bank and Trust. Mr. Ryan previously
served in positions at Premier Bank, Vista Bank, and JP Morgan Chase. He has over 35 years of
banking experience.



EXECUTIVE COMPENSATION

The following table shows the annual compensation of the Chief Executive Officer of the Bank
and the Bank's other most highly compensated executive officers for the fiscal years ended

December 31, 2008, 2007 and 2006:

Summary Compensation Table

Bonus Other Annual Stock Option
.- - 1

Name & Position Year  Salary (%) $) Compe(g)satlon Grants (#)
Gregg J. Wagner 2008 154,523 2 -- 10,934 35,000
President

Chief Executive Officer

Kevin J. Gallagher 2008 153,188 -- 22,385 15,000
Executive Vice President 2007 136,815 - 19,540 20,000
Chief Lending Officer 2006 38,192 10,000 5,366 10,000
John A. Carrozza 2008 122,374 -- 6,047 15,000
Senior Vice President 2007 78,233 -- 4,176 11,000
Chief Financial Officer

Diane R. Brown 2008 24,2893 -- 3,632 6,000
Senior Vice President

Chief Security and

Compliance Officer

Debora A. Micka 2008 121,455 -- 6,342 15,000
Senior Vice President 2007 118,072 -- 4,176 10,000
Chief Credit Officer 2006 111,308 4,000 6,672 2,500
Dennis P. Ryan 2008 66,162 * -- 6,553 11,000

Senior Vice President
Business Development
Branch Management

! In addition to salaries, executive officers, as well as other employees of the Bank, receive a fringe benefit package
consisting of some or all of the following: health, major medical and disability insurance and other customary
benefits. The Bank may adopt other benefits and programs, including an incentive compensation plan, which may

become available to all or selected officers or employees.

2 Hired March 17, 2008.
® Hired September 26, 2008.

* Hired June 21, 2008.



Employment Agreements and Change in Control Agreements

On March 17, 2008, the Board approved commitments to the following officers of the Bank, in a
form approved by the Compensation Committee, to continue their base compensation for the
indicated number of months following a change in control as defined in the 2005 Stock Option
Plan: Kevin J. Gallagher, 18 months; John A. Carrozza and Debora Micka, 12 months. On
October 8, 2008, the Board approved commitments to the following officers of the Bank, in a
form approved by the Compensation Committee, to continue their base compensation for the
indicated number of months following a change in control as defined in the 2005 Stock Option
Plan: Gregg J. Wagner, 18 months; Diane R. Brown and Dennis P. Ryan, 6 months.

Compensation of Directors

In 2008, non-employee directors received stock options for attendance at meetings of the Board
of Directors and committees on which they served. Directors did not receive any cash
compensation for service as a director in 2008. Options were valued at 120% of the fair market
value of the stock at the time of grant.

On August 13, 2008, each of the Bank’s non-employee directors was granted options to purchase
3,361 shares of the Bank’s common stock at an exercise price of $2.38 per share. Effective
November 12, 2008, each of the Bank’s non-employee directors was granted options to purchase
4,444 shares of the Bank’s common stock at an exercise price of $1.80 per share. All options are
subject to the terms of the 2005 Stock Option Plan.

The Bank maintains a Directors’ and Officers’ liability insurance policy. The policy covers all
directors and officers of the Bank for certain liability, loss, or damage that they may incur in
their capacities as such. To date no claims have been filed under this insurance policy.

OPTION GRANTS TO EXECUTIVE OFFICERS IN LAST FISCAL YEAR

The following table sets forth information concerning the awards of options to purchase common
stock made to the named executive officers during fiscal year 2008. All options were granted
under the Bank’s 2005 stock option plan. All options have a ten-year term, subject in certain
cases to earlier expiration following termination of employment. All such options vest with
respect to one third of the total number of option shares as of the first anniversary of the date of
grant, with respect to an additional one-third of the option shares as of the second anniversary of
the date of grant, and with respect to the remainder of the option shares as of the third
anniversary of the date of grant; provided all options vest immediately upon the occurrence of a
change in control of the Bank. In the event of an optionee’s voluntary retirement, his or
her options lapse at the earlier of three months after retirement or the expiration of the term
of the option. In the event of the optionee’s death or disability, his or her options lapse at
the earlier of one year from the date of death or disability, or the expiration of the term of
the option. If the optionee’s employment is terminated for misconduct, the options will
terminate upon the date of such termination. If the optionee’s services are terminated
involuntarily for reasons other than misconduct, options terminate at the earlier of six
months from the date of involuntary termination or the expiration of the term of the option.



Notwithstanding the foregoing, the 2005 stock option plan provides that, if the optionee’s service
is terminated (in a voluntary or involuntary termination) within two years following a change in
control of the Bank (as defined in the Plans), the option will expire in accordance with its stated
termination date.

OPTIONS GRANTED
Number of
Securities Percent of Total
Underlying Options granted
Options to Employees in Exercise Expiration
Name Granted (#) Fiscal Year Price Share Date

Gregg J. Wagner 10,000 10.32% $2.81 3/17/2018
25,000 25.77% $1.50 12/24/2018
Kevin J. Gallagher 15,000 15.46% $1.50 12/24/2018
John A. Carrozza 15,000 15.46% $1.50 12/24/2018
Debora A. Micka 15,000 15.46% $1.50 12/24/2018
Diane R. Brown 1,000 1.03% $1.77 11/12/2018
5,000 5.15% $1.50 12/24/2018
Dennis P. Ryan 1,000 1.03% $2.90 5/21/2018
10,000 10.32% $1.50 12/24/2018

! Exercise price per share is equal to the fair market value of the Bank’s stock at the date of the Option Grant as
determined by the Compensation Committee.

None of the executive employees listed above exercised any options during the year ended
December 31, 2008.
EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth information as of December 31, 2008, with respect to the shares of
common stock that may be issued under the Bank's existing equity compensation plans:

. . Number of securities
Number of securities to | Weighted-average S .
. . - . remaining available for future
Plan category be issued upon exercise | exercise price of . ludi o
of outstanding options outstanding options ISSuance (_exc uding securities
reflected in the first column )
2000 Stock Option Plan 217,248 $5.42 -t
2003 Stock Option Plan 38,599 $5.04 -t
2005 Stock Option Plan 317,125 $3.30 106,268
Total 572,972 $4.22 106,268

! No further options may be granted under the 2000 or 2003 Plans.




SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of December 31, 2008, information with respect to the
beneficial ownership of the Bank's common stock by each director and nominee for director of
the Bank, by the Bank’s Chief Executive Officer, by each of the Bank’s executive and senior
five (5) other most highly compensated executive officers in 2008, and by all of the Bank’s
officers and directors as a group. No person is known by management of the Bank to be the
beneficial owner of 5% or more of the Bank’s common stock. Each of the persons named in the
table below as beneficially owning the shares set forth therein has sole voting power and sole
investment power with respect to such shares, unless otherwise indicated.

Amount and Nature of Beneficial Ownership *

Total

Beneficial Sole Votingand  Shared Votingand  Percent of
Name of Beneficial Owner Ownership  Investment Power  Investment Power Class 2
John A. Carrozza ° 46,000 46,000 - 096%
Lynne Davis * 20,405 20,405 - 0.42%
Stanley H. Engle ° 156,167 145,053 11,114 3.25%
Kevin J. Gallagher ° 45,000 45,000 ~  094%
Robert S. Kramer ’ 100,649 89,129 11,520 2.10%
Edgar D. Landis ° 136,205 136,205 -- 2.84%
Debora A. Micka ° 34,500 34,500 - 0.72%
Amos B. Smith, 111 *° 162,289 122,289 40,000 3.38%
Gregg J. Wagner ** 40,000 40,000 - 0.83%
Dennis P. Ryan *? 11,000 11,000 -- 0.23%
Diane R. Brown 6,000 6,000 -- 0.13%
All directors and executive officers as a group
(11 persons) ** 758,215 695,581 62,634 15.80%

Based on our books and records as of December 31, 2008. Shares are deemed to be beneficially owned by a person if he or
she directly or indirectly has or shares the power to vote or dispose of the shares. Unless otherwise indicated, the named
beneficial owner has sole voting and dispositive power with respect to the shares. A person is deemed to have beneficial
ownership of shares which may be received upon the exercise of outstanding stock options if the option is exercisable
within 60 days.

The percentage is calculated on a fully diluted basis (as if such vested options were exercised).

Includes 26,000 shares that Mr. Carrozza has the right to acquire upon the exercise of vested stock options.

Includes 13,805 shares that Mrs. Davis has the right to acquire upon the exercise of vested stock options.

Includes 11,114 shares owned by Mr. Engle’s spouse and 39,053 shares that Mr. Engle has the right to acquire upon the
exercise of vested stock options.

Includes 45,000 shares Mr. Gallagher has the right to acquire upon the exercise of vested stock options.

Includes 11,520 shares jointly owned by Mr. Kramer and his spouse and 37,289 shares that Mr. Kramer has the right to
acquire upon the exercise of vested stock options.

Includes 45,965 shares that Mr. Landis has the right to acquire upon the exercise of vested stock options.

Includes 34,500 shares that Ms. Micka has the right to acquire upon the exercise of vested stock options.

% Includes 40,000 shares held by Dr. Smith as trustee for his children and 37,289 shares that Dr. Smith has the right to

acquire upon the exercise of vested stock options.

" Includes 35,000 shares that Mr. Wagner has the right to acquire upon the exercise of vested stock options

2 Includes 11,000 shares that Mr. Ryan has the right to acquire upon the exercise of vested stock options.

3 Includes 6,000 shares that Ms. Brown has the right to acquire upon the exercise of vested stock options.

" Includes 330,901 shares that directors and executive officers and their affiliates, in the aggregate, have the right to

acquire upon the exercise of vested stock options.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Indebtedness of Management. The Bank offers various types of loans to its directors, officers,
and employees. Pursuant to applicable federal law, any loan made by the Bank to a director,
officer, employee or other affiliate is to be made on substantially the same terms and
conditions available to non-related borrowers (in particular as to interest rate and collateral). In
addition, applicable federal law requires that the risk of nonpayment of loan of related borrowers
will not be greater than the risk of nonpayment on loans to non-related borrowers, and that the
loans to directors and executive officers must be approved by a majority of the full Board of
Directors, with the loan applicant not voting or influencing the vote.

Certain directors and officers of the Bank during year ended December 31, 2008, had banking
transactions with the Bank in the ordinary course of business. Similar transactions may be
expected to occur in the future. All loans and commitments to lend were made under
substantially the same terms, including interest rates, collateral, and repayment terms, as those
prevailing at the time for comparable transactions with other persons and, in the opinion of
Bank's management, do not involve more than the normal risk of collection or present other
unfavorable features. The aggregate amount of loans to such related parties was $471,000.
During the year, ended December 31, 2008, new loans and credit line advances to such related
parties amounted to $79,000, and repayments amounted to $28,000. All such credit transactions
were approved by the Bank’s Board with the related director or officer not voting or influencing
the vote. The aggregate amount of deposits from related parties was $877,000 at December 31,
2008.

Other Matters

Management does not know of any other matters to come before the meeting. However, if any
other matters properly come before the meeting, it is the intention of the persons designated as
proxies to vote in accordance with their best judgment on such matters. The shareholders,
present and voting at the Annual Meeting, may extend by adjournment the Annual Meeting as
provided in the Bylaws.

IT IS IMPORTANT THAT YOU EXECUTE YOUR PROXY PROMPTLY, REGARDLESS
OF THE NUMBER OF SHARES YOU OWN. PLEASE COMPLETE, SIGN AND MAIL THE
ENCLOSED PROXY CARD IN THE ACCOMPANYING ENVELOPE OR SUBMIT A
PROXY BY PHONE OR THROUGH THE INTERNET ACCORDING TO THE
INSTRUCTIONS INCLUDED WITH THE ENCLOSED PROXY CARD, WHETHER OR
NOT YOU PLAN TO ATTEND THE ANNUAL MEETING.

By Order of the Board of Directors,
John A. Carrozza,

Chief Financial Officer and
Corporate Secretary
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