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Republic First Bancorp, Inc. and Subsidiaries
Consolidated Balance Sheets

June 30, 2018 and December 31, 2017
(Dollars in thousands, except per share data)
(unaudited)

ASSETS

Cash and due from banks

Interest bearing deposits with banks
Cash and cash equivalents

Investment securities available for sale, at fair value
Investment securities held to maturity, at amortized cost (fair value of $483,994
and $463,799, respectively)
Restricted stock, at cost
Mortgage loans held for sale, at fair value
Other loans held for sale
Loans receivable (net of allowance for loan losses of $7,566 and $8,599, respectively)
Premises and equipment, net
Other real estate owned, net
Accrued interest receivable
Goodwill
Other assets
Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Deposits
Demand — non-interest bearing
Demand - interest bearing
Money market and savings
Time deposits
Total Deposits
Short-term borrowings
Accrued interest payable
Other liabilities
Subordinated debt
Total Liabilities

Shareholders' Equity

Preferred stock, par value $0.01 per share: 10,000,000 shares authorized; no shares issued

and outstanding

Common stock, par value $0.01 per share: 100,000,000 shares authorized; shares issued

59,288,698 as of June 30, 2018 and 57,518,609 as of December 31, 2017; shares
outstanding 58,759,853 as of June 30, 2018 and 56,989,764 as of December 31, 2017
Additional paid in capital

Accumulated deficit

Treasury stock at cost (503,408 shares as of June 30, 2018 and December 31, 2017)

June 30,
2018

$29,363
29,991
59,354

502,021

503,742
8,379
36,090
3,211
1,310,012
80,069
6,559
8,019
5,011
30,453
$2,552,920

$526,650
785,513
698,182
123,796
2,134,141
161,669
408
10,112
11,256
2,317,586

593
267,974
(13,195
(3,725
(183

)
)
)

December
31,2017

$36,073
25,869
61,942

464,430

472,213
1,918
43,375
2,325
1,153,679
74,947
6,966
7,009
5,011
28,532
$2,322,347

$438,500
807,736
700,322
116,737
2,063,295

293
10,618
21,681
2,095,887

575
256,285
(18,983 )
(3,725
(183 )

~
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Stock held by deferred compensation plan (25,437 shares as of June 30, 2018 and
December 31, 2017)

Accumulated other comprehensive loss (16,130 ) (7,509 )
Total Shareholders' Equity 235,334 226,460
Total Liabilities and Shareholders' Equity $2,552,920 $2,322,347

(See notes to consolidated financial statements)
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Republic First Bancorp, Inc. and Subsidiaries
Consolidated Statements of Income

For the Three and Six Months Ended June 30, 2018 and 2017
(Dollars in thousands, except per share data)
(unaudited)

Interest income:
Interest and fees on taxable loans
Interest and fees on tax-exempt loans

Interest and dividends on taxable investment securities
Interest and dividends on tax-exempt investment securities
Interest on federal funds sold and other interest-earning assets

Total interest income
Interest expense:
Demand- interest bearing
Money market and savings
Time deposits
Other borrowings
Total interest expense
Net interest income
Provision for loan losses
Net interest income after provision for loan losses
Non-interest income:
Loan and servicing fees
Mortgage banking income
Gain on sales of SBA loans
Service fees on deposit accounts
Loss on sale of investment securities
Other non-interest income
Total non-interest income
Non-interest expenses:
Salaries and employee benefits
Occupancy
Depreciation and amortization
Legal
Other real estate owned
Appraisal and other loan expenses
Advertising
Data processing
Insurance
Professional fees
Regulatory assessments and costs
Taxes, other
Other operating expenses
Total non-interest expense
Income before provision (benefit) for income taxes
Provision (benefit) for income taxes

Three Months
Ended June 30,
2018 2017
$15,082 $12,069
375 261
6,676 4,777
128 154
63 70

22,324 17,331

1,549 695
1,174 732
366 295
573 342
3,662 2,064
18,662 15,267
800 500

17,862 14,767

372 316
3,182 2,971
846 796
1,326 907
a y ©1r )
43 40
5,768 4,969
10,883 9,389
1,888 1,752
1,465 1,121
349 127
192 612
455 381
297 222
940 765
217 200
510 507
395 324
245 238
2,893 2,047
20,729 17,685
2,901 2,051

530 (8 )

Six Months Ended

June 30,

2018 2017

$28,989 $23,010
737 519
13,025 9,510
237 348
235 131
43,223 33,518
2,806 1,303
2,146 1,430
735 591
758 708
6,445 4,032
36,778 29,486
1,200 500
35,578 28,986
519 653
5,368 5,392
1,838 1,484
2,501 1,753
(1 ) (61 )
78 86
10,303 9,307
21,528 17,971
4,001 3,467
2,822 2,296
640 379
503 958
733 823
626 467
1,764 1,550
509 473
978 935
862 653
490 474
5,375 4,043
40,831 34,489
5,050 3,804
902 42 )
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Net income $2,371  $2,059 $4,148 $3,846
Net income per share:

Basic $0.04  $0.04  $0.07  $0.07
Diluted $0.04 $0.04 $0.07 $0.07

(See notes to consolidated financial statements)
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Republic First Bancorp, Inc. and Subsidiaries

Consolidated Statements of Comprehensive Income (Loss)
For the Three and Six Months Ended June 30, 2018 and 2017
(Dollars in thousands)

(unaudited)
Three Months
Ended June 30,
2018 2017
Net income $2,371 $2,059
Other comprehensive income (loss), net of tax
Unrealized (losses) gains on securities (pre-tax ($2,300)
$1,651, ($9,008), and $2,622, respectively) (1,797) 1,058
Reclassification adjustment for securities losses
(pre-tax $1, $61, $1, and $61, respectively) 1 39
Net unrealized gains (losses) on securities (1,796) 1,097
Net unrealized holding losses on securities transferred
from available-for-sale to held-to-maturity:
Amortization of net unrealized holding losses to
income during the period (pre-tax $30, $43, $69,
and $85 respectively) 23 28
Total other comprehensive income (loss) (1,773) 1,125
Total comprehensive income (loss) $598 $3,184

(See notes to consolidated financial statements)

Six Months
Ended June 30,
2018 2017

$4,148 $3,846

(7,036) 1,681

1 39
(7,035) 1,720

54 55
(6,981) 1,775

$(2,833) $5,621
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Republic First Bancorp, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

For the Six Months Ended June 30, 2018 and 2017
(Dollars in thousands)

(unaudited)
Six Months Ended
June 30,
2018 2017
Cash flows from operating activities
Net income $4,148 $3,846
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 1,200 500
Write down of other real estate owned - 258
Depreciation and amortization 2,822 2,296
Stock based compensation 1,052 817
Loss (gain) on sale of investment securities 1 61
Amortization of premiums on investment securities 1,497 1,191
Accretion of discounts on retained SBA loans (678 ) (646 )
Fair value adjustments on SBA servicing assets 833 636
Proceeds from sales of SBA loans originated for sale 24,283 17,692
SBA loans originated for sale (23,331 ) (17,294 )
Gains on sales of SBA loans originated for sale (1,838 ) (1,484 )
Proceeds from sales of mortgage loans originated for sale 156,560 173,501
Mortgage loans originated for sale (145,366) (169,467)
Fair value adjustment for mortgage loans originated for sale 41 (302 )
Gains on mortgage loans originated for sale (4,058 ) (4,128 )
Amortization of intangible assets - 52
Amortization of debt issuance costs 3 15
Increase in accrued interest receivable and other assets (807 ) (2,080 )
Net (increase) decrease in accrued interest payable and other liabilities (616 ) 2,752
Net cash provided by operating activities 15,746 8,216
Cash flows from investing activities
Purchase of investment securities available for sale (79,595 ) (10,311 )
Purchase of investment securities held to maturity (61,083 ) -
Proceeds from the sale of securities available for sale 5,713 21,167
Proceeds from the maturity or call of securities available for sale 26,378 15,762
Proceeds from the maturity or call of securities held to maturity 28,030 22,583
Purchase of restricted stock (6,461 ) (2,512 )
Net increase in loans (156,855) (101,222)
Net proceeds from sale of other real estate owned 407 136
Premises and equipment expenditures (7,944 ) (10,727 )
Net cash used in investing activities (251,410) (65,124 )
Cash flows from financing activities
Net proceeds from exercise of stock options 561 590
Net increase in demand, money market and savings deposits 63,787 59,124
Net increase (decrease) in time deposits 7,059 4,363 )

Increase in short-term borrowings 161,669 55,000
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Net cash provided by financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of period

Supplemental disclosures

Interest paid

Income taxes paid

Non-cash transfers from loans to other real estate owned
Conversion of subordinated debt to common stock

(See notes to consolidated financial statements)

233,076

(2,588
61,942
$59,354

$10,094

110,351

) 53,443

34,554
$87,997

$4,159
$75
$129
$240

10
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Republic First Bancorp, Inc. and Subsidiaries

Consolidated Statements of Changes in Shareholders' Equity

For the Six Months Ended June 30, 2018 and 2017
(Dollars in thousands)
(unaudited)

Additional
CommonPaid in
Stock  Capital
Balance January 1, 2018 $575 $256,285
Reclassification due to the
adoption of ASU 2018-02
Net income
Other comprehensive loss,
net of tax
Stock based compensation
Conversion of subordinated
debt to common stock 16
(1,624,614 shares)
Options exercised
(145,475 shares)

1,052

10,078

2 559

Balance June 30, 2018 $593 $267,974

Balance January 1, 2017 $573 $253,570
Net income

Other comprehensive income,

net of tax

Stock based compensation 817
Conversion of subordinated

debt to common stock (36,922 240
shares)

Options exercised
(179,475 shares) 2 >83

Balance June 30, 2017 $575 $255215

(See notes to consolidated financial statements)

5

Stock Held Accumulated

by Deferred Other Total
AccumulatedTreasury CompensatioffomprehensivShareholders'
Deficit Stock Plan Loss Equity
$(18,983) $(3,725) $(183) $(7,509) $226,460
1,640 (1,640) -
4,148 4,148
(6,981) (6,981)
1,052
10,094
561
$(13,195) $(3,725) $(183) $(16,130) $235,334
$(27,888) $(3,725) $(183) $(7,294) $215,053
3,846 3,846
1,775 1,775
817
240
590
$(24,042) $(3,725) $(183) $(5,519) $222,321

11
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Republic First Bancorp, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (unaudited)

Note 1: Basis of Presentation

Republic First Bancorp, Inc. (the "Company") is a bank holding company organized and incorporated under the laws
of the Commonwealth of Pennsylvania. It is comprised of one wholly-owned subsidiary, Republic First Bank, which
does business under the name of Republic Bank ("Republic"). Republic is a Pennsylvania state chartered bank that
offers a variety of banking services to individuals and businesses through its offices and store locations in Greater
Philadelphia and Southern New Jersey. In July 2016, Republic acquired Oak Mortgage Company, LL.C ("Oak
Mortgage"), a residential mortgage lending organization. Oak Mortgage is headquartered in Marlton, NJ and is
licensed to do business in Pennsylvania, Delaware, New Jersey, and Florida. The Company also has two
unconsolidated subsidiaries, which are statutory trusts established by the Company in connection with its sponsorship
of two separate issuances of trust preferred securities.

The Company and Republic encounter vigorous competition for market share in the geographic areas they serve from
bank holding companies, national, regional and other community banks, thrift institutions, credit unions and other
non-bank financial organizations, such as mutual fund companies, insurance companies and brokerage companies.

The Company and Republic are subject to federal and state regulations governing virtually all aspects of their
activities, including but not limited to, lines of business, liquidity, investments, the payment of dividends and others.
Such regulations and the cost of adherence to such regulations can have a significant impact on earnings and financial
condition.

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary,
Republic. The Company follows accounting standards set by the Financial Accounting Standards Board

("FASB"). The FASB sets accounting principles generally accepted in the United States of America ("US GAAP")
that are followed to ensure consistent reporting of financial condition, results of operations, and cash flows. All
material inter-company transactions have been eliminated. Events occurring subsequent to the date of the balance
sheet have been evaluated for potential recognition or disclosure in the consolidated financial statements.

The accompanying unaudited consolidated financial statements have been prepared in accordance with U.S. GAAP
for interim financial information and with the instructions to United States Securities and Exchange Commission
("SEC") Form 10-Q and Article 10 of SEC Regulation S-X. Accordingly, they do not include all of the information
and footnotes required by generally accepted accounting principles for financial statements for a complete fiscal year.
In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a
fair presentation have been included. Operating results for the three and six month periods ended June 30, 2018 are
not necessarily indicative of the results that may be expected for the year ending December 31, 2018.

Note 2: Summary of Significant Accounting Policies
Risks and Uncertainties

The earnings of the Company depend primarily on the earnings of Republic. The earnings of Republic are heavily
dependent upon the level of net interest income, which is the difference between interest earned on its interest-earning
assets, such as loans and investments, and the interest paid on its interest-bearing liabilities, such as deposits and
borrowings. Accordingly, the Company's results of operations are subject to risks and uncertainties surrounding
Republic's exposure to changes in the interest rate environment. Prepayments on residential real estate mortgage and
other fixed rate loans and mortgage-backed securities vary significantly and may cause significant fluctuations in
interest margins.

12
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Mortgage Banking Activities and Mortgage Loans Held for Sale

Mortgage loans held for sale are originated and held until sold to permanent investors. Management elected to adopt
the fair value option in accordance with FASB Accounting Standards Codification ("ASC") 820, Fair Value
Measurements and Disclosures, and record loans held for sale at fair value.

Mortgage loans held for sale originated on or subsequent to the election of the fair value option, are recorded on the
balance sheet at fair value. The fair value is determined on a recurring basis by utilizing quoted prices from dealers in
such securities. Changes in fair value are reflected in mortgage banking income in the statements of income. Direct
loan origination costs are recognized when incurred and are included in non-interest expense in the statements of
income.

Interest Rate Lock Commitments ("IRLCs")

Mortgage loan commitments known as interest rate locks that relate to the origination of a mortgage that will be held
for sale upon funding are considered derivative instruments under the derivatives and hedging accounting guidance
FASB ASC 815, Derivatives and Hedging. Loan commitments that are classified as derivatives are recognized at fair
value on the balance sheet as other assets and other liabilities with changes in their fair values recorded as mortgage
banking income and included in non-interest income in the statements of income. Outstanding IRLCs are subject to
interest rate risk and related price risk during the period from the date of issuance through the date of loan funding,
cancellation or expiration. Loan commitments generally range between 30 and 90 days; however, the borrower is not
obligated to obtain the loan. Republic is subject to fallout risk related to IRLCs, which is realized if approved
borrowers choose not to close on the loans within the terms of the IRLCs. Republic uses best efforts commitments to
substantially eliminate these risks. The valuation of the IRLCs issued by Republic includes the value of the servicing
released premium. Republic sells loans servicing released, and the servicing released premium is included in the
market price. See Note 10 Derivatives and Risk Management Activities.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make significant
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Significant estimates are made by management in determining the allowance for loan losses, carrying values of other
real estate owned, assessment of other than temporary impairment ("OTTI") of investment securities, fair value of
financial instruments, (see "Note 7" below), and the realization of deferred income tax assets. Consideration is given
to a variety of factors in establishing these estimates.

In estimating the allowance for loan losses, management considers current economic conditions, past loss experience,
diversification of the loan portfolio, delinquency statistics, results of internal loan reviews and regulatory
examinations, borrowers' perceived financial and managerial strengths, the adequacy of underlying collateral, if
collateral dependent, or present value of future cash flows, and other relevant and qualitative risk factors. Subsequent
to foreclosure, an estimate for the carrying value of other real estate owned is normally determined through valuations
that are periodically performed by management and the assets are carried at the lower of carrying amount or fair value,
less the cost to sell. Because the allowance for loan losses and carrying value of other real estate owned are dependent,
to a great extent, on the general economy and other conditions that may be beyond the Company's and Republic's
control, the estimates of the allowance for loan losses and the carrying values of other real estate owned could differ
materially in the near term.

14
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In estimating OTTI of investment securities, securities are evaluated on at least a quarterly basis and more frequently
when market conditions warrant such an evaluation, to determine whether a decline in their value is
other-than-temporary. To determine whether a loss in value is other-than-temporary, management utilizes criteria
such as the reasons underlying the decline, the magnitude and duration of the decline, the intent to hold the security
and the likelihood of the Company not being required to sell the security prior to an anticipated recovery in the fair
value. The term "other-than-temporary" is not intended to indicate that the decline is permanent, but indicates that the
prospect for a near-term recovery of value is not necessarily favorable, or that there is a lack of evidence to support a
realizable value equal to or greater than the carrying value of investment. Once a decline in value is determined to be
other-than-temporary, the portion of the decline related to credit impairment is charged to earnings.

In evaluating the Company's ability to recover deferred tax assets, management considers all available positive and
negative evidence, including the past operating results and forecasts of future taxable income. In determining future
taxable income, management makes assumptions for the amount of taxable income, the reversal of temporary
differences and the implementation of feasible and prudent tax planning strategies. These assumptions require
management to make judgments about the future taxable income and are consistent with the plans and estimates used
to manage the business. A material reduction in estimated future taxable income may require management to record a
valuation allowance against the deferred tax assets. A valuation allowance would result in additional income tax
expense in the period and could have a significant impact on future earnings.

Stock-Based Compensation

The Company has a Stock Option and Restricted Stock Plan ("the 2005 Plan"), under which the Company granted
options, restricted stock or stock appreciation rights to the Company's employees, directors, and certain consultants.
The 2005 Plan became effective on November 14, 1995, and was amended and approved at the Company's 2005
annual meeting of shareholders. Under the terms of the 2005 Plan, 1.5 million shares of common stock, plus an annual
increase equal to the number of shares needed to restore the maximum number of shares that could be available for
grant under the 2005 Plan to 1.5 million shares, were available for such grants. As of June 30, 2018, the only grants
under the 2005 Plan were option grants. The 2005 Plan provided that the exercise price of each option granted equaled
the market price of the Company's stock on the date of the grant. Options granted pursuant to the 2005 Plan vest
within one to four years and have a maximum term of 10 years. The 2005 Plan terminated on November 14, 2015 in
accordance with the terms and conditions specified in the Plan agreement.

On April 29, 2014 the Company's shareholders approved the 2014 Republic First Bancorp, Inc. Equity Incentive Plan
(the "2014 Plan"), under which the Company may grant options, restricted stock, stock units, or stock appreciation
rights to the Company's employees, directors, independent contractors, and consultants. Under the terms of the 2014
Plan, 2.6 million shares of common stock, plus an annual adjustment to be no less than 10% of the outstanding shares
or such lower number as the Board of Directors may determine, are available for such grants. At June 30, 2018, the
maximum number of common shares issuable under the 2014 Plan was 6.0 million shares. During the six months
ended June 30, 2018, 1,069,800 options were granted under the 2014 Plan with a fair value of $2,953,673.

8
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The Company utilizes the Black-Scholes option pricing model to calculate the estimated fair value of each stock
option granted on the date of the grant. A summary of the assumptions used in the Black-Scholes option pricing
model for 2018 and 2017 are as follows:

2018 2017
Dividend yield®» 0.0% 0.0%
Expected volatility 28.22% 2 45.50% to 50.09% (3)
Risk-free interest rate®  2.35% t02.91% 1.89% to 2.26%
Expected life®) 6.25 years 5.5to 7.0 years
Assumed forfeiture rate® 4.0% 6.0%

() A dividend yield of 0.0% is utilized because cash dividends have never been paid.

(2) The expected volatility was based on the historical volatility of the Company's common stock price as adjusted for
certain historical periods of extraordinary volatility in order to provide a basis for a reasonable estimate of fair value.
(3) Expected volatility is based on Bloomberg's five and one-half to seven year volatility calculation for "FRBK" stock.
) The risk-free interest rate is based on the five to seven year Treasury bond.

) The expected life reflects a 1 to 4 year vesting period, the maximum ten year term and review of historical
behavior.

(6) Forfeiture rate is determined through forfeited and expired options as a percentage of options granted over the
current three year period.

During the six months ended June 30, 2018 and 2017, 717,364 shares and 492,624 shares vested, respectively.
Expense is recognized ratably over the period required to vest. At June 30, 2018, the intrinsic value of the 3,886,775
options outstanding was $8.1 million, while the intrinsic value of the 1,918,112 exercisable (vested) options was $6.7
million. At June 30, 2017, the intrinsic value of the 3,044,325 options outstanding was $13.0 million, while the
intrinsic value of the 1,353,223 exercisable (vested) options was $7.6 million. During the six months ended June 30,
2018, 145,475 options were exercised resulting in cash receipts of $561,082 and 43,375 options were forfeited with a
weighted average grant date fair value of $124,944. During the six months ended June 30, 2017, 179,475 options were
exercised resulting in cash receipts of $590,521 and 9,600 options were forfeited with a weighted average grant date
fair value of $43,581.

Information regarding stock based compensation for the six months ended June 30, 2018 and 2017 is set forth below:

2018 2017
Stock based compensation expense recognized  $1,052,000 $817,000
Number of unvested stock options 1,968,663 1,691,102
Fair value of unvested stock options $5,555,672 $4,596,379

Amount remaining to be recognized as expense $4,387,864 $3,453,675
The remaining unrecognized expense amount of $4,387,864 will be recognized ratably as expense through June 2022.
Earnings per Share

Earnings per share ("EPS") consists of two separate components: basic EPS and diluted EPS. Basic EPS is computed
by dividing net income by the weighted average number of common shares outstanding for each period presented.
Diluted EPS is calculated by dividing net income by the weighted average number of common shares outstanding plus
dilutive common stock equivalents ("CSEs"). CSEs consist of dilutive stock options granted through the Company's
stock option plans for the three and six months ended June 30, 2018. CSEs consisted of dilutive stock options granted
through the Company's stock option plans and convertible securities related to trust preferred securities issued in 2008

17
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for the three and six months ended June 30, 2017. The convertible securities related to trust preferred securities issued
in 2008 fully converted to common stock in 2018. There was no interest expense in 2018 related to the trust preferred
securities issuance. In the diluted EPS computation, the after tax interest expense on the trust preferred securities
issuance would normally be added back to the net income for the three and six months ended June 30, 2017.

However, the effect of CSEs (convertible securities related to the trust preferred securities only) and the related add
back of after tax interest expense was considered anti-dilutive and therefore was not included in the EPS calculations.
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The calculation of EPS for the three and six months ended June 30, 2018 and 2017 is as follows (in thousands, except
per share amounts):

Three Months
Ended Six Months Ended
June 30, June 30,

2018 2017 2018 2017

Net income (basic and diluted) $2,371 $2,059 $4,148 $3,846
Weighted average shares outstanding 58,746 56,945 57,927 56,885
Net income per share — basic $0.04 $0.04 $0.07 $0.07
Weighted average shares outstanding (including dilutive CSEs) 59,911 58,301 59,147 58,165
Net income per share — diluted $0.04 $0.04 $0.07 $0.07

The following is a summary of securities that could potentially dilute basic earnings per common share in future
periods. These securities were not included in the computation of diluted earnings per common share because the
effect would have been anti-dilutive for the periods presented.

Three Months  Six Months
Ended Ended

(in thousands) June 30, June 30,
2018 2017 2018 2017

Anti-dilutive securities
Share based compensation awards 2,721 1,688 2,666 1,764
Convertible securities - 1,625 - 1,625
Total anti-dilutive securities 2,721 3,313 2,666 3,389
Recent Accounting Pronouncements

ASU 2014-09

In May 2014, the FASB issued Accounting Standards Update ("ASU") 2014-09, "Revenue from Contracts with
Customers (Topic 660): Summary and Amendments that Create Revenue from Contracts with Customers (Topic 606)
and Other Assets and Deferred Costs — Contracts with Customers (Subtopic 340-40)." ASU 2014-09 implements a
common revenue standard that clarifies the principles for recognizing revenue. The guidance in this update
supersedes the revenue recognition requirements in ASC Topic 605, Revenue Recognition, and most industry-specific
guidance throughout the industry topics of the codification. In August 2015, the FASB issued ASU 2015-14, Revenue
from Contracts with The Company (Topic 606): Deferral of the Effective Date. The guidance in this ASU is now
effective for annual reporting periods beginning after December 15, 2017, including interim reporting periods within
that reporting period. The core principle of ASU 2014-009 is that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. To achieve that core principle, an entity should apply
the following steps: (i) identify the contract(s) with a customer, (ii) identify the performance obligations in the
contract, (iii) determine the transaction price, (iv) allocate the transaction price to the performance obligations in the
contract and (v) recognize revenue when (or as) the entity satisfies a performance obligation. The Company's revenue
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is comprised of net interest income and noninterest income. The scope of the guidance explicitly excludes interest
income as well as many other revenues for financial assets and liabilities including revenue derived from loans,
investment securities, and derivatives. This ASU was effective for the Company on January 1, 2018. The Company
adopted this ASU on a modified retrospective approach. Since there was no net income impact upon adoption of the
new guidance, a cumulative effect adjustment to opening retained earnings was not deemed necessary. The adoption
of this ASU did not have a material impact to its financial condition, results of operations, and consolidated financial
statements. Refer to Note 11: Revenue Recognition for further disclosure as to the impact of Topic 606.
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ASU 2016-01

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments - Overall. The guidance in this ASU
among other things, (1) requires equity investments with certain exceptions, to be measured at fair value with changes
in fair value recognized in net income, (2) simplifies the impairment assessment of equity investments without readily
determinable fair values by requiring a qualitative assessment to identify impairment, (3) eliminates the requirement
for public businesses entities to disclose the methods and significant assumptions used to estimate the fair value that is
required to be disclosed for financial instruments measured at amortized cost on the balance sheet, (4) requires public
business entities to use the exit price notion when measuring the fair value of financial instruments for disclosure
purposes, (5) requires an entity to present separately in other comprehensive income the portion of the change in fair
value of a liability resulting from a change in the instrument-specific credit risk when the entity has elected to measure
the liability at fair value in accordance with the fair value option for financial instruments, (6) requires separate
presentation of financial assets and financial liabilities by measurement category and form of financial asset on the
balance sheet or the accompanying notes to the financial statements and (7) clarifies that an entity should evaluate the
need for a valuation allowance on a deferred tax asset related to available-for-sale securities. The guidance in this
ASU is effective for fiscal years beginning after December 15, 2017, including interim periods within those fiscal
years. The guidance was effective for the Company on January 1, 2018 and was adopted using a modified
retrospective approach. The adoption of ASU No. 2016-01 on January 1, 2018 did not have a material impact on the
Company's Consolidated Financial Statements. In accordance with (4) above, the Company measured the fair value of
its loan portfolio as of June 30, 2018 using an exit price notion (see Note 7 Fair Value of Financial Instruments).

ASU 2016-02

In February 2016, the FASB issued ASU No. 2016-02, Leases. From the Company's perspective, the new standard
establishes a right-of-use (ROU) model that requires a lessee to record a ROU asset and a lease liability on the balance
sheet for all leases with terms longer than 12 months. Leases will be classified as either finance or operating, with
classification affecting the pattern of expense recognition in the income statement for lessees. From the landlord
perspective, the new standard requires a lessor to classify leases as either sales-type, finance or operating. A lease will
be treated as a sale if it transfers all of the risks and rewards, as well as control of the underlying asset, to the lessee. If
risks and rewards are conveyed without the transfer of control, the lease is treated as a financing. If the lessor doesn't
convey risks and rewards or control, an operating lease results. The new standard is effective for fiscal years
beginning after December 15, 2018, including interim periods within those fiscal years. A modified retrospective
transition approach is required for lessees for capital and operating leases existing at, or entered into after, the
beginning of the earliest comparative period presented in the financial statements, with certain practical expedients
available. A modified retrospective transition approach is required for lessors for sales-type, direct financing, and
operating leases existing at, or entered into after, the beginning of the earliest comparative period presented in the
financial statements, with certain practical expedients available. The Company is currently evaluating the impact of
the ASU on its financial condition and results of operations and expects to recognize right-of-use assets and lease
liabilities for substantially all of its operating lease commitments based on the present value of unpaid lease payments
as of the date of adoption. The Company does not intend to early adopt this ASU.

11
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ASU 2016-09

In March 2016, the FASB issued ASU No. 2016-09, Compensation — Stock Compensation: Improvements to
Employee Share-Based Payment Accounting. ASU 2016-09 will amend current guidance such that all excess tax
benefits and tax deficiencies related to share-based payment awards will be recognized as income tax expense or
benefit in the income statement during the period in which they occur. Additionally, excess tax benefits will be
classified along with other income tax cash flows as an operating activity rather than a financing activity. ASU
2016-09 also provides that any entity can make an entity-wide accounting policy election to either estimate the
number of awards that are expected to vest, which is the current requirement, or account for forfeitures when they
occur. ASU 2016-09 was effective January 1, 2017. There was no material impact on the consolidated financial
statements upon adoption.

ASU 2016-13

In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments. The ASU requires an organization to measure all expected credit losses for
financial assets held at the reporting date based on historical experience, current conditions, and reasonable and
supportable forecasts. Financial institutions and other organizations will now use forward-looking information to
better inform their credit loss estimates. Many of the loss estimation techniques applied today will still be permitted,
although the inputs to those techniques will change to reflect the full amount of expected credit losses. Additionally,
the ASU amends the accounting for credit losses on available-for-sale debt securities and purchased financial assets
with credit deterioration. The Company is currently evaluating the impact of this ASU, continuing its implementation
efforts and reviewing the loss modeling requirements consistent with lifetime expected loss estimates. The Company
expects that the new model will include different assumptions used in calculating credit losses, such as estimating
losses over the estimated life of a financial asset and will consider expected future changes in macroeconomic
conditions. The adoption of this ASU may result in an increase to the Company's allowance for loan losses which will
depend upon the nature and characteristics of the Company's loan portfolio at the adoption date, as well as the
macroeconomic conditions and forecasts at that date. For the Company, this update will be effective for interim and
annual periods beginning after December 15, 2019. The Company currently does not intend to early adopt this new
guidance.

ASU 2016-15

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230). The ASU addresses
classification of certain cash receipts and cash payments in the statement of cash flows. The new guidance was
adopted on January 1, 2018, on a retrospective basis. The adoption of 2016-15 did not result any changes in
classifications in the Consolidated Statement of Cash Flows.

ASU-2017-01

In January 2017, the FASB issued ASU 2017-01, Business Combinations (Topic 805). The ASU clarifies the
definition of a business in ASC 805. The FASB issued the ASU in response to stakeholder feedback that the definition
of a business in ASC 805 is being applied too broadly. In addition, stakeholders said that analyzing transactions under
the current definition is difficult and costly. Concerns about the definition of a business were among the primary
issues raised in connection with the Financial Accounting Foundation's post-implementation review report on FASB
Statement No. 141(R), Business Combinations (codified in ASC 805). The amendments in the ASU are intended to
make application of the guidance more consistent and cost-efficient. The ASU is effective for public business entities
in annual periods beginning after December 15, 2017, including interim periods therein. For all other entities, the ASU
is effective in annual periods beginning after December 15, 2018, and interim periods within annual periods beginning
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after December 15, 2019. The ASU must be applied prospectively on or after the effective date, and no disclosures for
a change in accounting principle are required at transition. Early adoption is permitted for transactions (i.e.,
acquisitions or dispositions) that occurred before the issuance date or effective date of the standard if the transactions
were not reported in financial statements that have been issued or made available for issuance. Unless the Company
enters into a business combination, the impact of the ASU will not have a material impact on the consolidated
financial statements.
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ASU 2017-04

In January 2017, the FASB issued ASU 2017-04, Simplifying the Test For Goodwill Impairment. The ASU simplifies
the accounting for goodwill impairments by eliminating step 2 from the goodwill impairment test. Instead, if "the
carrying amount of a reporting unit exceeds its fair value, an impairment loss shall be recognized in an amount equal
to that excess, limited to the total amount of goodwill allocated to that reporting unit." For public business entities that
are SEC filers, the ASU is effective for annual and any interim impairment tests for periods beginning after December
15, 2019. The Company has not yet determined the impact the adoption of ASU 2017-04 will have on the
consolidated financial statements.

ASU 2017-08

In March 2017, the FASB issued ASU 2017-08, Premium Amortization on Purchased Callable Debt Securities, which
amends the amortization period for certain purchased callable debt securities held at a premium, shortening such
period to the earliest call date. The ASU is effective for public business entities for fiscal years, and interim periods
within those fiscal years, beginning after December 15, 2018. For all other entities, the ASU is effective for fiscal
years beginning after December 15, 2019, and interim periods within fiscal years beginning after December 15, 2020.
Earlier application is permitted for all entities, including adoption in an interim period. If an entity early adopts the
ASU in an interim period, any adjustments must be reflected as of the beginning of the fiscal year that includes that
interim period. The Company has not yet determined the impact the adoption of ASU 2017-08 will have on the
consolidated financial statements.

ASU 2018-02

In February 2018, the FASB issued ASU 2018-02, Reclassification of Certain Tax Effects from Accumulated Other
Comprehensive Income, which allows for reclassification from accumulated other comprehensive income (loss) to
retained earnings for stranded tax effects resulting from the 2017 Tax Cuts and Jobs Act described in the "Income
Taxes" section below. The amount of the reclassification should include the effect of the change in the federal
corporate income tax rate related to items remaining in accumulated other comprehensive income (loss). The ASU
would require an entity to disclose whether it elects to reclassify stranded tax effects from accumulated other
comprehensive income (loss) to retained earnings in the period of adoption and, more generally, a description of the
accounting policy for releasing income tax effects from accumulated other comprehensive income (loss). The
amendments in this update are effective for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2018. Early adoption of the amendments in this update is permitted for periods for which financial
statements have not yet been issued or made available for issuance, including in the period the Act was enacted. The
Company adopted this ASU on January 1, 2018, by recording the reclassification adjustment to its beginning retained
earnings in the amount of $1.6 million. The Company utilized the portfolio approach when releasing tax effects from
AOCI for its investment securities.
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ASU 2018-03

In February of 2018, the FASB Issued ASU 2018-03, Technical Corrections and Improvements to Financial
Instruments—Overall (Subtopic 825-10). The ASU was issued to clarify certain aspects of ASU 2016-01 such as
treatment for discontinuations and adjustments for equity securities without a readily determinable market value,
forward contracts and purchased options, presentation requirements for certain fair value option liabilities, fair value
option liabilities denominated in a foreign currency, and transition guidance for equity securities without a readily
determinable fair value. The Company adopted this ASU on January 1, 2018. The adoption of this ASU did not have a
significant impact on the Company's financial condition, results of operations and consolidated financial statements.

Note 3: Legal Proceedings
The Company and Republic are from time to time parties (plaintiff or defendant) to lawsuits in the normal course of
business. While any litigation involves an element of uncertainty, management is of the opinion that the liability of the
Company and Republic, if any, resulting from such actions will not have a material effect on the financial condition or
results of operations of the Company and Republic.
Note 4: Segment Reporting

The Company has one reportable segment: community banking. The community bank segment primarily

encompasses the commercial loan and deposit activities of Republic, as well as, residential mortgage and consumer
loan products in the area surrounding its stores.
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Note 5: Investment Securities

at June 30, 2018 and December 31, 2017 is as follows:

15

(dollars in thousands)

Collateralized mortgage obligations
Agency mortgage-backed securities
Municipal securities

Corporate bonds

Asset-backed securities

Trust preferred securities

Total securities available for sale

U.S. Government agencies
Collateralized mortgage obligations
Agency mortgage-backed securities
Total securities held to maturity

(dollars in thousands)

Collateralized mortgage obligations
Agency mortgage-backed securities
Municipal securities

Corporate bonds

Asset-backed securities

Trust preferred securities

Total securities available for sale

U.S. Government agencies
Collateralized mortgage obligations
Agency mortgage-backed securities
Other securities

Total securities held to maturity

At June 30, 2018
Gross

Amortized Unrealized

Cost Gains

$361,142 $ -
71,668 1
19,042 6
62,626 94
6,982 -
725 -

$522,185 § 101

$114259 §$ -
254,746 31
134,737 -

$503,742 $ 31

At December 31, 2017

Gross
Amortized Unrealized
Cost Gains

$327972 $ -
55,664 2
15,142 20
62,670 103
13,414 38
725 -

$475,587 $ 163

$112,605 $ 50

215,567 314
143,041 47
1,000

$472,213 $ 411

Gross
Unrealized Fair
Losses Value

$ (14,200 ) $346,942
(2,287 ) 69,382

470 ) 18,578
(3,106 ) 59,614
(24 ) 6,958
(178 ) 547

$ (20,265 ) $502,021

$(5,513 ) $108,746
7,775 ) 247,002
(6,491 ) 128,246
$(19,779 ) $483,994

Gross
Unrealized Fair
Losses Value

$(7,731 ) $320,241

(800 ) 54,866
(62 ) 15,100
(2,491 ) 60,282
- 13,452
(236 ) 489

$(11,320 ) $464,430

$(2,235 ) $110,420
(3,970 ) 211,911
(2,620 ) 140,468
- 1,000

$(8,825 ) $463,799

A summary of the amortized cost and market value of securities available for sale and securities held to maturity
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The following table presents investment securities by stated maturity at June 30, 2018. Collateralized mortgage
obligations and agency mortgage-backed securities have expected maturities that differ from contractual maturities
because borrowers have the right to call or prepay with or without prepayment penalties and, therefore, these
securities are classified separately with no specific maturity date.

Available for Sale Held to Maturity

Amortized Fair Amortized Fair
(dollars in thousands) Cost Value Cost Value
Due in 1 year or less $2.,920 $2,920 $- $-
After 1 year to 5 years 6,902 6,880 15,774 15,400
After 5 years to 10 years 74,320 70,685 98,485 93,346
After 10 years 5,233 5,212 -

Collateralized mortgage obligations 361,142 346,942 254,746 247,002
Agency mortgage-backed securities 71,668 69,382 134,737 128,246
Total $522,185 $502,021 $503,742 $483,994

The Company's investment securities portfolio consists primarily of debt securities issued by U.S. government
agencies, U.S. government-sponsored agencies, state governments, local municipalities and certain corporate entities.
There were no private label mortgage-backed securities ("MBS") or collateralized mortgage obligations ("CMO") held
in the investment securities portfolio as of June 30, 2018 and December 31, 2017. There were also no MBS or CMO
securities that were rated "Alt-A" or "sub-prime" as of those dates.

The fair value of investment securities is impacted by interest rates, credit spreads, market volatility and liquidity
conditions. Net unrealized gains and losses in the available for sale portfolio are included in shareholders' equity as a
component of accumulated other comprehensive income or loss, net of tax. Securities classified as held to maturity
are carried at amortized cost. An unrealized loss exists when the current fair value of an individual security is less
than the amortized cost basis.

The Company regularly evaluates investment securities that are in an unrealized loss position in order to determine if
the decline in fair value is other than temporary. Factors considered in the evaluation include the current economic
climate, the length of time and the extent to which the fair value has been below cost, the current interest rate
environment and the rating of each security. An OTTI loss must be recognized for a debt security in an unrealized
loss position if the Company intends to sell the security or it is more likely than not that it will be required to sell the
security prior to recovery of the amortized cost basis. The amount of OTTTI loss recognized is equal to the difference
between the fair value and the amortized cost basis of the security that is attributed to credit deterioration. Accounting
standards require the evaluation of the expected cash flows to be received to determine if a credit loss has occurred. In
the event of a credit loss, that amount must be recognized against income in the current period. The portion of the
unrealized loss related to other factors, such as liquidity conditions in the market or the current interest rate
environment, is recorded in accumulated other comprehensive income (loss) for investment securities classified
available for sale.

There were no impairment charges (credit losses) on any security held in the investment portfolio for the three and six
month periods ended June 30, 2018 and 2017.

The following table presents a roll-forward of the balance of credit-related impairment losses on securities held at
June 30, 2018 and 2017 for which a portion of OTTI was recognized in other comprehensive income:

(dollars in thousands) 2018 2017
Beginning Balance, January 15t $274 $937
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Additional credit-related impairment loss on securities for which an
other-than-temporary impairment was previously recognized
Reductions for securities sold during the period

Ending Balance, June 30th

- (483)
$274 $454
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The following tables show the fair value and gross unrealized losses associated with the investment portfolio,

aggregated by investment category and length of time that individual securities have been in a continuous unrealized

loss position in the available for sale and held to maturity section:

At June 30, 2018
Less than 12 months 12 months or more Total

Fair Unrealized Fair Unrealized Fair Unrealized
(dollars in thousands) Value Losses Value Losses Value Losses

Collateralized mortgage obligations $185,402 $ 5,287  $161,540 $8,913 $346,942 $ 14,200
Agency mortgage-backed securities 44,