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FCCO: $10.59
“Outperform”
Price Target: $12.00

First Community Corporation

Adjusting 2014 EPS Estimate to Reflect Savannah Acquisition,

Exchange NASDAQ Establish 2015 Estimate & Maintain “Outperform” Rating.
Market Cap (3M) §36.1
Ave. ¥ 011_1.m.e 12,350 e  We are maintaining our 2013E EPS at $0.77, increasing our 2014E EPS $0.15
Annual Dividend 50.20 to $0.86 to reflect the acquisition of Aiken, SC based Savannah River Finan-
Dividend Yield 1.89% cial Corporation (SRFC) and establishing our 2015 estimate at $0.95. Our
Tangible Book/Share 50 25 2013 & 2014 estimates exclude one time merger related expenses which we
Price/ Tangible Book 107% estimate at ~$900,0(30. The acquisition was announced August 14th and leaQS
Price/2013 EPS 1235 to approxnna';ely 21% EPS accretion w1.th just under a four year payback peri-
) od on the projected $0.80-85 (8%) dilution to FCCO’s tangible book value per
Price/2014 EPS IL1x share. Tangible book value and tangible common equity are projected to be
Total Assets (SM) 5633 ~$9.40 and ~8.0%, respectively at close rising to nearly $10 and 8.5% by 12-
TCETA 8.25% 31-14.
ROAA (2013) 0.65% e  Shares remain “Outperform” rated with a $12 Price Target which assumes a
ROAE (2013) B.06% 14x PE multiple on our 2014 estimate or ~120% of projected tangible book

value per share.

2012 2013 2014 2015
Qi 019 S020  S020 021 e FCCO is acquiring Aiken, SC based Savannah River Financial Corporation in
Q2 5023 5023 $019  $0.23 a cash and stock deal valued at $33.6 million or approximately $11 per share.
Q3 5019 $017 $024  $0.25 Terms of the transaction call for a 60% / 40% cash and stock split with the
S o ’ : exchange ratio approximating 1.0618 based on current price. Valuation met-
Q4 5009 5007 5023 50.26 rics of the transaction were ~112% of tangible book value or ~18x EPS inclu-
FY 50.79 $0.77 $0.8¢ $0.95 sive of projected cost saves. The core deposit premium was reasonable at
3.8%. The transaction is expected to close in early 1Q14 with the combined
company having $775 Mil. in Total Assets, $635 Mil. in Deposits and $449

Transaction Details

Industry Type | Bank Mill. in Loans with 13 branches.

Headguarters Lemington, SC

Offices 11 e Annual EPS accretion is projected to be $0.15, or ~21% which assumes no
. revenue enhancements, cost saves of 30%, CDI amortization and credit adjust-

Date Established i 1993 ments. This pencils to an approximate 3.7 year payback of tangible book value

CEO Michael C. Crapps dilution which is estimated at ~$0.83 or 8%. CDI is expected to be $1.1 Mil.

CFO Joseph G. Sawyer and total goodwill created $3.6 Mil. Pro forma tangible book value falls to

2019 & 2014 EPS Bstimates are Cose Bstimates gﬁg.ttogoa/z 3-31-14 while the TCE-Tangible Common Equity ratio drops ~25

Please see important disclosures regarding FIG Partners’ equity rating system, distribution of ratings, and other report
disclosures on the last page of this report.
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e Key positives of the transaction include: 1) strong EPS accretion, 2) logical geographic expan-
sion into a contiguous county and Augusta, GA; the second largest city in the state of Georgia
and 3) low integration risk given banks similar strategic focus and market similarities. Follow-
ing the transaction, FCCO will hold the number 11 deposit market share rank (1.74%) in the
Augusta-Richmond County, GA-SC MSA which holds a population of over 570,000.

e SRFC Background: SRFC is a well run 6 year old, overcapitalized bank with two banking cen-
ters in Aiken SC and Augusta, GA. At June 30th the bank had, ~$160 Mil. in assets, $110 Mil.
in loans, and $130 Mil. in deposits which produced an attractive 50 bps cost of funds. SRFC’s
loan mix is similar to FCCO’s with concentrations in CRE, 1-4 family, and C&I at 43%, 25%,
and 16%, respectively. NIM of 3.62% is stronger than FCCO’s aided by an ~85% loan to de-
posit ratio. Credit is very strong with less than $1 Mil. in NPAs representing 0.90% of Loans
& OREO. The credit mark of $2.1 Mil. covers all substandard credits and exceeds LTM net
charge offs by more than 9x.

FIG Research Rating: "Outperform"”
Price Target: $12.00

2014 Multiple Price
Core EP3 50.86 13.7x 511.80
Dividends 50.20 1.0x 50.20
Excess Capital 50.00 Lix 50.00
Combined 51200

Tangible Book $9.91 1.21x $12.00

Implied GainDLoss versus Cuirent Price: Ha
Alternative:

2015 EF3 §0.95 138z §13.14
Dividends 5020 1.0z 50.20
51334

Tangible Book 510.67 125x 513.34

Dizcount Factor 10%% 0.90

Target Price  312.00
Sovrce: FIG Partner Bessarch, Forward Projections Thro 2015

BACKGROUND & RISKS

Headquartered in Lexington, South Carolina, First Community (FCCO) is a ~$625 Million bank
holding company (BHC) and the parent of First Community Bank, NA.

Founded in 1995 by a group of former executives from Republic National Bank (acquired by South
Financial Group, Inc.), FCCO provides traditional retail, commercial and mortgage banking ser-
vices through a network of 11 branches in the Midlands area of South Carolina.

We see primary risks to include (1) integration of acquisitions; (2) negative impact from persistent-
ly low or rapidly changing interest rates and/or a flattening yield curve; and (3) potential for rising
credit costs in light of further growth in unemployment.
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First Community Corporation (FCCO) Updated on 8/22/2013
Earnings Model

Annual 2013 Quarterly 2014 Quarterly
2013E 2014E 2015E 10134 2013A JO13E 4013E 1014E 2014E 3Q14E 40Q14E
Income Data: (3 in Millions)
Net Interest Income $17.692 5231288 5§24 346 3 4 435 5 $5.67 558 559 559
Loan Loss Provision $0.650 $0.800 51.175 502 $0.1 502 502 502 502 502 502
Non-Interest Income 57935 58.036 58524 521 522 519 519 520 518 521 521
Gain'Loss on Loan Sales $0.000 §0.000 $0.000 $0.0 §0.0 $0.0 $0.0 §0.0 50.0 §0.0 $0.0
Gain'Loss on Securities 50.148 §0.000 50.000 50,0 501 50,0 50.0 500 50.0 50.0 50,0
One-Time [tems (50.430) (50.430) $0.000 $0.0 $0.0 $0.0 (50.3) (30.5) 50.0 §0.0 $0.0
Non-Interest Expense 519.519 $22 662 §23.047 548 §35.0 5490 549 $5.7 $3.7 $3.7 $3.7
Pre-Tax Income §5.156 §7.412 58640 514 §1.7 513 50.8 514 518 522 521
Taxes 51411 $2.048 52389 S04 $0.5 503 502 504 505 50.6 0.6
Extraordinary Items 50.000 50.000 $0.000 500 $0.0 0.0 50.0 50.0 50.0 50.0 0.0
Net Income 53.7 554 56.3 510 §12 509 50.6 51.0 513 5§16 515
Preferred Dividend $0.0 §0.0 §0.0 $0.0 §0.0 $0.0 §0.0 §0.0 $0.0 §0.0 $0.0
Net Income Avail. To Common $3.7 $5.4 $6.3 $1.0 §1.2 $0.9 50.6 $1.0 $1.3 $L.6 $1.5
Avg. Shares O/S 33 6.6 6.6 533 §33 533 §33 §6.6 56.6 §6.6 $6.6
Earnings Per Share (EPS) $0.71 50.81 50.95 $0.20 50.23 50.17 50.11 50.15 50.19 50.24 50.23
Per Share Data:
Reported Book Value §10.16 51071 51146 §10.35 50.08 §10.10 s10.16 §10.20 §10.34 $10.53 §10.711
Tangible Book Value $10.05 %001 £10.67 $10.22 $0.86 $0.09 $£10.05 $9.30 50.53 $0.72 %001
Dividends 5020 $0.20 5020 $0.05 §0.035 $0.05 §0.05 $0.05 $0.05 $0.05 $0.05
Pre-Tax, Pre-Provision EPS £1.15 £1.32 £1.49 £0.31 50.36 £0.30 %0.22 50.25 £0.31 $0.37 £0.37
CORE GAAPFPS 50.74 %0.86 $0.95 %0.19 $0.21 50.17 %0.17 $0.19 %0.19 $0.24 $0.23
EEY Ratios:
Net Interest Margin 3.13% 327 335% 3.15% 3.11% 3.12% 313% 325% 326% 328% 328%
Retum on Avg Assets 0.60% 0.60%% 0.79%% 0.6 0.77% 0.38% 038% 051% 0.66% 0.81% 0.7%%
Retum on Avg Equity 6.92% 2.06% 8.61% 1.61% 3.72% 6.88% 439 6.51% 71.54% 9.15% 8.86%
Pre-Tax Pre-Provizion ROA 09804 1.12%4% 1.25%% 1.09%4 1.20%% 1.01% 0.74% 0.86%0 1.06%6 1.27% 1.2504
Efficiency Ratio T3.44% . T1% 69 56% 73.85% 7319 T4 88%% T4.73% T228% T2.67% 69.02% 69.15%%
Owerhead Ratio 3.13% 293% 292% 317% 3.15% 3.10% 311% 2.96% 193% 292% 290%
TCETA 241% 235% 8.81% 2.65% 325% 836% 241% 8.03% 211% 8123% 835%
TCERWA 14.08% 12.75% 15.46% 14.74% 1382% 13.99% 14.08% 1226% 123%% 1257 12.75%
Period-End Balances: (5 in Millions)
Eaming Assets §387 5733 §748 5382 §387 §387 5387 $722 5726 §730 733
Total Assets §633 5783 §801 5626 §633 §633 5633 §$773 T §781 5783
Risk-Weighted Assets 5378 5510 §321 5367 5378 5378 5378 §303 $505 §508 $510
Gross Loans 5348 M7 §486 5354 §341 §344 5348 5458 63 §467 72
Total Deposits §512 5645 56353 5497 §510 §511 5512 5640 $641 §643 5645
Intangibles 51 55 55 51 51 51 51 55 55 55 55
Total Common Equity 554 570 §75 §35 552.83 853 554 $66.95 568 569 §70
Souree: FIG Partners Research, SNL Finanecial LLC
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Company Update | First Community Corporation (FCCO)

FIG Partners LLC

Compliance
FIG Partners LLC Distribution of Ratings

Buy/'Outperform | HoldMarket-Perform| Sell/Underperform

%o Fated 31T 65.4% 29%

IB Client % in Category 212% 22.1% 0.0%

Equity Rating System as of July 1, 2003

Buy/Outperform “O” FIG expects that total return of the subject stock will outperform the industry benchmark
(BIX) over the next 12 months

Hold/Market-Perform “M-P” FIG expects that total return of the subject stock will perform inline with the industry
benchmark (BIX) over the next 12 months

Sell/Underperform “U” FIG expects that total return of the subject stock will under perform the industry bench-
mark (BIX) over the next 12 months

For purposes of FINRA rule 2711, outperform is classified as a buy, market perform is a hold and underperform is a sell.
The industry benchmark that we use is the S&P Bank Index referred to as the BIX.

Ratings Changes for First Community Corporation (FCCO)

FCCO First Community Masdaq Ch @ StockCharts.com
Z1-Aug-2013 Last 10.50 Vol 1,852 Chg +0.00 (+0.26%)

= FCCO (Daily) 10.59 11

Initiate “0” 1
1-21-10

Oct 11 Apr Jul QOct 12 Apr Jul Oct 13 Apr Jul

Additional Risks to Our Earnings Model Assumptions & Ratings:

Unexpected and/or rapid changes in interest rates may have significant negative impact on the company’s balance-
sheet. Likewise, persistently low interest rates, and/or a flat yield curve may add downward
pressure to revenues and the absolute level of NIM-Net Interest Margin.

Declines in asset quality beyond our estimates due to an economic slowdown in the company’s operating footprint may
require increased expenses for loan losses which could decrease profitability. Further, this may cause an increase in Net
Charge-offs, Nonperforming loans, and Classified Assets.

New rules set forth by regulatory agencies could reduce future profitability by eliminating certain revenue items, adding
additional expenses, or requiring this institution to hold more capital. A similar effect is possible if new legislation (local,
state, or federal) is passed.

Any regulatory action or litigation against the company could impact future earnings and also affect the public market per-
ception towards this stock.
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Company Update | First Community Corporation (FCCO)

FIG Partners LLC

Compliance

Neither the research analyst nor any member of the analyst’s household has any financial interest in the subject
company

At the prior month end, neither FIG Partners LLC nor any of its partners or officers owned more than 1% of the
outstanding equity securities of the subject company
There are no material conflicts of interest of the analyst or FIG Partners LLC at the time of this report

FIG has been a manager or co-manager of a public offering of any securities of the recommended issuer within the last
three years

FIG has received investment banking compensation from the subject company in the last three years

FIG intends to seek investment banking compensation from the subject in the next three months

The subject company is a client of FIG

Neither the analyst nor anyone at FIG serves as an officer, director, or advisory board member of the subject company
FIG will usually make a market in the subject security and was making a market in this security at the time of this
report’s publication

All analysts are compensated based on a number of factors including the overall profits of FIG Partners LLC which
includes investment banking revenues, but no analyst receives any compensation which is based on a specific
investment banking service or transaction

To determine price target, our analysts utilize a variety of valuation techniques including but not limited to: peer
analysis, absolute P/E, relative P/E, projected P/E, absolute P/B, relative P/B, projected P/B, deposit premium, and a
discounted cash flow model

This research report reflects the analyst’s actual opinion

No research analyst is subject to the supervision or control of any employee of the member’s investment banking
department

No employee of the investment banking department has reviewed or approved this report prior to publication

The report has not been approved by the subject company, but may have been reviewed for factual accuracy except for
the research summary, research rating and price target

The subject company has not promised directly or indirectly favorable research, a specific rating or a specific price
target nor has the subject company been threatened with a change in research as an inducement for business or
compensation

Additional information is available by request

The information contained herein has been prepared from sources and data we believe to be reliable but we make no
representation as to its accuracy or completeness. The opinions expressed herein are our own unless otherwise noted
and are subject to change without notice. The price and value of the securities mentioned herein will fluctuate; past
performance is no guarantee of future results.

This report is published solely for informational purposes and should not be construed as an offer to buy or sell, or a
solicitation of an offer to buy or sell, any security. The securities discussed herein are not suitable for everyone; each
investor should assess his or her own particular financial condition and investment objectives before making any
investment decisions.

FIG Partners LLC may act as principal for its own account or as agent for both buyer and seller in connection with the
purchase or sale of any security discussed herein.

Reproduction or redistribution of this report in any form is prohibited except with the written permission of FIG
Partners LLC.

The author is employed by FIG Partners LLC, a broker-dealer

Data sources for the report are Bloomberg Financial L.P., SNL Financial LC, Stockcharts.com, Thompson Financial
and regulatory filings.



