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We are pleased and grarelul 1o report a successful yvear [ull of solid accomplishiens
foor Univest Corporation. O financial perlomance reflects ancother strong vear,
with ser income reported of 519 210000, Phis represents a 107 3% increase over
the 517 548,000 (e the compurable period in 200800 Also, signilicant milestones
were veached inorhe journey tovard becoming w Jully integrared financial services
organizaton, This is why 1 so cxciting e roll vou aboat the now Univest,
Severat years ago we launched a major efiort o reposition Umvest as Do More
Than A Bank™ and providing =Hoancial Sedurions For LIl Ounr reposinioning,
- cttors have been stratcgically planned and carefully exeenred as we strve o exceed our
' Ccustomers” expecrations by providing high quabity service, To strengthen our brand and
L name recognilion, we continted to update the siphage ar our branch oflice locarions.
- The response to Univest “taking on the family name” and tie installation of our new
stiaze hay been cncouraging and exrremely positive.
CAnother important and sigedlicant step i our branding, efforr and long-term steaiepy
was cenupleted during the fourth quartes when Univest husuranee, Ine. was created
threngh the acguisition of Gom Tnsirance Agency and joined with George Becker
© Associates. Plans were abso ammounced during, she fourth quarter five Fin-Plan
Tovwesrments o becomne Thnivear Envestiments, Ine, The rearganization of oug insurance
and nvestment subsidiaries under 3 unificd Univest brand fuether exemplifies how we
are providing a broader, more comprehensive selecdon of finandal solutdons,
In order o continne fo build Loval relationships with our custonmers, significant
ettert was made in 2000w berrer understaed the tinandal needs and preferences
of mdividuals, businesses and won profir organizatons. Our Tong-rerm challenge s
o continue 1o evolve intooa marketng deiven, customer-focused organization. We
recognive delivering, linanciat solutions for lile 15 a challenging task—and we do nor rake
it by, Wich a sratt comprised ol some of the region’s wop banking, investient, trost
and insurance profussiomals, we're equipped e deliver our brand promise. Whether it's
helping o famaly porchase Uir sy hose or providing insurance prorection {or a
arowing business, Univest can provide the linancial sofutions tor e Jives of our

customers and communitics.




the community throvgh vanons volueer programs and community evenrs. Our
commmitmesit 1o the commumity and Tomg-term stability was evidencer as we colebrated
the 125t Aersary of Upivest throughour the year A companity barbecie was hald,
as well as other events celebrating our long, bistory, Our eonpliovecs also participated in
nwide argav of voloteer activices -from cleaning Inghwas o building houses with
Flahitar for TTumanity, Our emploves volunweers acrively demonstrated how thuie eftorns
helys improve our commuuitics and our lives, It 1s rewarding, (or Univest aned its employees
roy play such an mpoctant roke in faclitadng volunteerism thronghoat owe markemplace,
Dyariniz the fowrth quarter of 2001 the chariible marure of Tindvest and it emplovees
reachicd tar boyond ooy local communides. The evenes of Seprember 11 wonched s all
iy difforent ways, During this time of national pagedy, our employees wanted o help.
S, I copjunetion wich e Peonsybvang Bankers Asseoatinon (PRAY Univest accepled
and ratched donations from empioyees for the Victims and Families Relief Fund. We
alser folt 1L appropriate 1o cancel tie b Annual Univest Grand Prix, which was to be
L on Sepember 15, 2001, Please mark vour calendars as plans are underway Jor a
bigrger and betwer Grand Prix in 2002, The date will be Seplember 2E, 2002, anid we
lonrle forveand to seeing yonr there,

Drosimg, this past vear several kmg-ume associstes retived ooy their positions with
Eliivest, In January 2000 Erncst R Klee, Sentor Viee President of Privare Banking,
retived afrer 42 years of service. Marilyn Al Halteman, Assistant Viee Prosident and
Properry Management. Mamager, cetined fn Apil 2007 alicr 27 years of service, and in
Asnrust 2000 Murray ¥, Alderfee, Semior Vice President and Senior Trust Ollicer, retived
Coafter 35 years of service, We wan o rhank Benic, Mardlyn and Sureay tor their many
vears of dedication, fovalty and serviee 1o Univest Comoraton.

Tl year 2000 las provided many challenges and opporanities o both dircet growth
and profitabiling Our continued success i a resull of the coergy, dedication and wamwork
ol the Urivest eoplovees, W wane 10 ¢spress owr appreciation and thanks tor their
outstanding conunitrent. This is ovidenr i the story that nnfolds 1 the balance of chis
year's report. Please take the opportiity o review our report, which conveys the progress
achievad by our outstanding, rean O bohalf ol dre entre Univest iy, we want 1o say

tlank you ro our sharchokders and customaens for vour loval support and conlidence.

Stneerely,

K/M . M % Prnpn (L &Z;.L.xw.

William 5. Aichele Marvin A, Anders
President and CECY Clhanrman
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UK MOST THRIVIEG ORGANIZATIONS 10D

(Trivest believes in tiie power of brand-bulding. Cleardy,
s Dan ndvuuwmn

that oflers financial solutons offers more than prodise

advice and connsel docsn’t begin o describe what we do f

- our
customers. The unique benefit of working with Univest Tias been detined

in advertising as “A liedle baond holding, never hurg anvone.”

Doring 2001, we brovght tus message 1o television with a campaign
- that encouraged customers 1o recall the many tines s throughont lite

wher they needed, or wantted, a fide hand holding. The

campaig rransierred the warm emaouons evoked by the
images i the ads o Univest—ihe bank that witl
continue to metaphorically hold your hand ozl
sions and maost rewarding,

lifi’s most difficudy dec
cireumstances. Drine ads, direer mail promotions and

more explicir detals of produces and services.

outdaor advertising continued the “hand holding” theme while offering
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i ; pnArHIL K uwhides a signiticant
population of high net worth individuals, Our Wealth Mamagement
Ciroup, Formed in 2000, continued to increase our share ol s
fucrative market by building and managing relationships with business
eavners, professionats, rerirees and otlwers with substantal resoorces.
This group provides comprehensive advice and account managemernt,
and the Weahllh Management advisors are Heensed invesrmaont and
insurance representatves or all Univest subsidiaries. They work haned
in hand wirh orhers throughout the orraniation w provide wradivonal
bank services, as wedl as rust, investment management, cash

PRAMGIZCITICNT 3 mad msLTance Services.

Magagement reams
worked diligemtly ro educate and assure our concerned dients. These
efforts paid off as we el our account retenrion rargers for the second
straight vear. And despire an unfavorable investent covironmenr, the
Truse Dhivision generated $13.5 miflion in new business redationships.
The grevap also enhanced Bstate Plamang capabilites, inchiding,

o busiiwess ownership straregies,

L, Univest sucecsstinlly
(olded i the Gum Ageney, hased in Tansdale, as the newest member
of our family of higls quality Bt seevices peoviders, Together witl
Cieowpe Becker Assoctates, Guim forned the [oundation ofan even

stromger regional insorance provider, And to continue our jourcy

ronward integrating services and building beand awareness, all of our RET
insurance sales and services were comsohdated under one name; Tlnivess

Frsarance, Ine.

Alsor during the fourth quarter, Univest niade strides wo fully integrate
ontr broker-deader, Fin-Ta Investmenes, Toe., mo become Lnivest
Divesuments, Ines Uhe new name will better reflect s mtegral roke

i our mission o be s comprehensive provider of fimancial services.
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and frmage statements. As A result of this change, our cusLomers cas receive
images of icir cancelied chieeks instead of having o receive and svore the
actial cancelled checks. Costomer response to chock imaging and the image

wryre Jedlere in o 2
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]

of the pew service. Our srreambined processes mean that starements are in the

|
mait bro 3 days faster, wlich provides grester convenience [ our customers,

The new Business nage CD-ROM was alse developed dunng 2001, With
this new product, commercal customers can receive 2 monthly €13 ROM
that includes all sofiware needed to prinr, view and rescarch tcir checks and

acconnt data, so they have no paper 1o s,

For o growing number of customers, the Internet iy the prefereed sougce
for financial solutions, inchinding banking, investments and insurance,

I November, we condieted @ survey of our Anvrine Banking, (n-Tine
custonters toomain feedback on our wels site. Resposse was strong, and
upgrades W our on-line offerings will be researched and developed based

et the peeds our costomers identified.

gk
1

in 2001, primarily as a result of the “refinancing fever” caused by mulriple rate cuts by the Federal Reserve. Many of our
mortgage originations were the resalt of referrals from orher areas of Univest— Wealth Management, rivare Banking,
Corporate Banking and Branch Delivery,

Consitmer fonding was driven by varions dircct mail promaotions for hame equiny loans, masccured loans and Jine

of credit usage, Because they are rvpically rax dedoctible, home equity loans and lines of credit continue to be the

number one type of loan sought by onr custoners.

Despite the weakening ceonomy, the guality of all loan pordolios contdnued 1o improve, as reflecred inthe delinquency,
nen-perlarming loan and ner oss trends. Univest continues to perform beter than our indostry peers, as measured by

the quality of our loan portlolios.
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el a compniter-based mraining miodule
that helps emplovees new o the finandal services industry gain a betreer
understanding of investments, insaranee, Least, loan and deposit products. These
waining offorrs ensure that each ciployee can deliver our fundamental business
principle of finencial soludons for fife, while providing a superior experience for
our customers. And recognizing our mission ro dovelop foval cinplovees, as well
as loval custonmers, wo implemented career development planning ro further
cutrivare the skitlls of tie branch siaft. This initiative not only heips wo serve the
custormer boiler iF creates opportunites foe employee advancement diroughout

the organization.

Tlnivest also complered a major upgrade 1o our Human Resources Information

Syatem (HRISY. This systemn hedps wo posinion the department as bewter able o

serve the diversilicd needs of a complex organizaion, The upgraded sysrem
paves the way for automated workflow and communicaton w all Univest

Business onits, advanced reporting, and cmployee self service capaidiitics.

. bur
they live their lives invery different ways. "They are of ditlerent ages,
ambitions and incames, They may be just starting (el carcers, ar
their peak or looking toward retrement, They may be starting a new
business or looking o pass their business to the next generarion. They
may have children, grandchildren or ne dependents ad all, Lileeycle
sepmentation is the initative Tnivest began in 2001 1o ensure tiat we

can prowide linancial solutions for ile—uno matter whar thar Eife holds.

Tey mreet these custonmer needs, woe conducted Partdcipatory Marketing
Planning sessions that ncluded a cross-section of employees from all

arcas of the organization. All business units that rouch the customer

provided fnput on the sales and marketing tmitiatives (G the upeoming

year, The participatory marketing approach also aided in the ntegration

of busiiess units across the organization.




iy ancther key clement ol our
migsion. During 2000, Univest and our empluyees supported mare than
250 commumity wrganizations teough donations, spugsemstiss and
volynteerisin, We also celebrated our 1250k Anniversary watl festivies
rhrooghont the vear and s community barbegue. L conjuncrion wirh
THabirat for Hisnay, groups of amployees valunteered thir time almaose
every Samrday 10 constriet fwo pew honies in Norristown, Upivest was
the corporare funding sponsor for the two homes. We also partnered witlt
Pamily Services of Bucks and Montgomeny coumtics to conduct o Book
Dhyive, O ver 323 Dooks were collecued inthe hrasch: oftices ol Tnivest

and donated 1o Saniics in nead

Like evervone i the Chaited Srates, Univest employees wore deuply
afleeted by the evens of September Ty D conjunerion wirk the
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matched donations Font enplovees e the Vietms and Families Relief
Fand in New Yoris We alse conducred the Uinivest Blood Drive, held
ar our Line Texmgron o, which turned out an overwhelming,
response. More than 85 donors showed up ro donate bloud. {ut of
respect Jor the victims of the agedy, the deh Aponal Uivest Grand
M international amateus bicyele race, which had been scheduled for
Seprentber | Sth, was cancellud . Ay a way o recognize the time a i
effort put forth by those whe had rrained tor the evenr, the
Cyclosportif was held on October 6, 2001 Despire rain and cluily
werperatures, 102 riders parucipated i the event, incinding Marty
Nothatein, o eodd medalise in gpeine oveling ar the 2000 Obanpics, and
Uravide Tracting, e Iralian evelist who won the Amateur Tour of Haty.

Univest executives play a leading role in che Community §enders
Community Development Corporation. This consortium of B4
community banks in Monggomery and Bucks connties provides
Jow inrerest tinancing, of affordable housing for seniors and families,
as well as other communiny development projecrs. Univest’s surhsidtury,
Unicon Nationad Tank, took rhe lead by providing an equitv investiment
fon an atlordable housing complex in New [Hope, not Far fom our
Solebury office. New Hope Manor will provide 100 units ol senior
housing lor aduits age @2 and older. Thirty units are dedicared 1o

. .
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carning JGO% and 10 1mirs wo thase carning aborve the wedia

support of Commnmity projects,

1 111
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15 not surprising dat our subsidiary banks, Union National and
Pennview Savings, continged ro carn an “Outstanding™ Commumity

Revestment Act rating,

T
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Inrerest-bearing deposits with other banks oL
Tnvestient seauritics held-to-mamirity (oarket value 5112689

and $159.325 at December 3102001 and 2000, respeerivelyr o
Tnvesunent secuntics available forsale
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Total Sabililics o PRSI

Comuon stock, $5 par value; 24 A00.000 shares authorived at
Dyecember 31, 2001 and 2000 and 8,207 490 slares issued at
Plecember 31, 2001 and 2000 and 7,020,944 and 7,313,550
shares onmsranding ar Decomber 31, 2000 and 2000, respecively™ .

Additional paid I eapilid

Retained carmings .

Treasory stock, at cost; 1,186,552 shaves and 893,940 slures
al December 31, 2001 and 2000, respectively
Total shiareholders” Cuity o

“Foral Labilivies and sharehobders” equity Lo

Sey aucompanying notes to consolidared finanwial srzements,

8 39,107
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15,731 5,131
100,805 158,490
238,053 189 927

o4 16,140
TUR. 329 7AW228
(10,294) {10,208
TRY.035 729,020
16,025 15,734
53,893 19892
$1.260,713 $1.204,714
8 1n6,254 S LoR.FOG
322 245 294 304
139,449 130,539
37(L 189 374,230
YOR 137 a7y

73,745 67 370

17855 [,129

25,321 23976

7000
24,075 RAVEER
1,139,133 189,474

41,037 11037
20,912 20,912
89,688 77 498
3,070 848
{33,127) (25,055)
121,580 115,240
81,260,713 $1,204714

£omemen stock, data has oo cesmared o give effect o a tive percent stock dwidend peid May 12000,




Interest and foes on loans:

R e 555,084 55,808 4$52.336
Fxempr fronn lederal 100ome 1axes, e 3,319 3,185 2,645
Total interest and fees on loans .. 58,403 R IA] SERVEE
Interest and dividends on nwvestment securiiics:
U5, Governmienit obIgations oo e 2.233 7333 DA77
Oblipations of srate and polivical subdivisions.. 1,934 330 ey
L T T A e Lok T = R 11043 1255 G138
Interest on we depeasits with other banks TP 345 26k 227
Tnrerest on federal fimdys sold and rorm federal funeds. 746 P72 {74
Leatal TSl F I 7208 TYRTT 73844
Literest on demand deposits 7873 Q000
Inierest on savings deposivg ., 2,555 2,660
FRRCECST On HIME deDosits o 20,348 20377 bR, 390
fnrerest om fomg-rerm dela 1,429 §,171 Tl
TNLeresall BT e 2,230 2361 2,450
TUtal TRPEFEST CXPOITAG oo e o Ad.a4y 36459 31,381
TNt TTECTCET TTTEOTII® oot 44 7ay 43418 42403
Drreviston For Boant Bosscs o s 7603 205 1 41R2
Net interest Income e provision for loan losses. 44,004 43215 41411
4,260 4 404 3H70
Service charges on demand deposits oL 3919 30550 3,15
Seevice charpes on other deposits 1,296 i.245 120N
Clommission ineome... 2,290 2770 20608
el gans on sales ol seeuriics a0 | 3
el patns on sales of morrgames 14
I Cr . 4611
L olal L IO e e es s e s 16,741
Salaries 31 I L LS 0 s v e s e 199601 201887 b 204
INET OCC TN Lottt et 2,734 30652 2 4id
LAGLUIRaIIETIE o e 2314 2,556 2,570
EITREE oo 10,880 9 720 330
Total orher expenses 35815
Trscammne Toedore JRCOmmIe LAKES i e ssir i crreis e e 26,181 24,1389 23418
Applicable eome LAXCE ..o 0971 0,74 6,614
| R Tt 1) (TP UU RSP $19.210 $17,348 S5 EH
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Balanee ar December 31, 1998 e .

Camprehensive Lncoime

§ 14908 $ 62992 & (14577) 5 103,177

Mt Tncomie Lo TR9Y e 1o 804 {5804
Orher comprehensive income, net of

income tax benefit of 1784

Unrealized gains and (losses ) o

investient seeuritics avaitable Jo {3,254} _

Tortal conprchansive imeome e .
Cuash dividends declared® (HEG29 per share). (4. 7062) {1,762}
Srowk issued vnder dividend remvestment

and emploves stock parchase plans (12) L,252
Faercise of stock options ... T N {613) 1,312
Acquisirion of weasiry stock (360,255 shares) , VALENS

Balance ar December 31, 1998 ETTTT (2,672} 39,272 14,208 73,404 (22.160)

Comprehensive Income
St Income Tor 2000 e 17,344 17,348
Other comprehensive income, net of

incenne rxes ol 51,927
Ulnrealized gains and (e
vestient seaurivies available-lor sale. 3,520 3520 _
Toral comprehensive teome ... s 20868
Casly dividends dectared* (50,732 per share]. (H.420) {3,420
stock dividend paid May 1, 2000, . 765 o N (7,708)
Srock issued under dividend reinvestiment
and emplovee stock purchase plans.... (27) 1,266 1,234
Enercise of stock oprions oo (43) 109 66
Acymisition of rreasury stock
{192 927 shares) s U . {1,26:4) (4204}

Balanee ar December 31, 2000 e 844 41,037 20,212 77,498 {25,055) 115,240

Comprehensive Income
Net Income for 2007 s 19,210 19,210
Other comprehensive income, net of

income Laxcs of $1,197

Linrealized gains and {losses) on

imvestment securitics available-for-sale.. L.91%9 1,919
Ulnrealized gains and (losses) on swaps. 303 303

Toral comprehensive INeome v, _2E,432
Cash dividends dectared*

(H0.820 per share) oo (5,843) (5,843)
Stock issued under dividend reinvestment
and emplayee stock purchase plans ... (16 1,221 1,206
Exercise of stock options.....cm (1,161) 2,213 1,052
Acquisition of treasury stock
(404,302 sharesyuoe..-.o. N C11.506)  _(11,500)
Balance at Necember 31, 2001 ... 53,070 $41,037 $20912 $89.688 5 (33,127) $121,580
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Adjustnents L reconcile ner income o ner cash
prowided by operating activities:

Provision for foan losses in excess of (less than)
net charge ol [E
Pepreciation ol premises and cquipment o

{ THECOUNE aecretion) prepum amortization on
IVESTIMCIIE SCCHTTIES L

Pretierred rax (Denefit) income taX . e
Realized gains on invesmment secunitics.....o
Realized gains o sales of morlgages oo,
Trerease {decrease) inner deferved loan lees
{Tnercase) decrease in inlerese receivable and other assets

Inerease (decrease) in accrued expenses and other Habilities

Mer cash provided Ty oporating activitics. ...

PHH_:,{_d‘\. from I'I'I"lTlIHl'I'E, secnrnes avaikalle- fm mlc ...........
Proceeds rom sales of scouritios available-for-sale
Purchases of invesrmaent securities held-to-matunty ...

Turclises ol investment sceurities available-for-sale
{Inerease) decrcase ininterest bearing deposits.o
Premium pail 10 purchase Dank: owned lite insurance ...

Ner dc«.luwt_ (nerease) n lederal Juads sold and orher
ShOrT Ferm IMVESTINEITE

Presearels frowm wales ofF TIHOFETALES e

el inceease 1 OaNS
Capizal expendimires.
Orher Investing activines ...
et gas,,h used i investing activities oo

Ntr merease in u_lt'p(ml
MNet increase (decrease in short-term Borrowings. .o
Repayment of lomg-termy debe L
Procecds from long-rerm debr
Purchases of treasiry stock

Stk issued under dividend refivestiment and
emplovec stock purchase plans

Proceeds from exercise of stock options ..
Coasly divadends o
Mt casly provided by financing acrivities ...
Met (decreasc) mcpcase in cash and due from banks ...
Cash and due o banks ac beginning of vear ...

Cash and due frooe Danks at end of vear

sash paid dmms, the year For:
F T 1 USRS

[NCOIE LUXES o i e e e

e QeCOImpAnyiIE ot o onsalichied ftcial sTATentenrs.

$ 19,210

5 17,348

$ 15,804

86 (196) 683
2,495 2,284 2,313
(764) (338) 17
{(757) (458) 31
{150) (1) (3
(83) (14) (53
479 (315) (39
(836) 60 (3,338)
1,814 3,409 (622)
21,494 21479 14,797
163,329 61,707 90,04]
111,27 20,114
15,893 9041
{114,198) (K2,671)
(171,862) (38,956
(10,600) (1,292
— (8,000
16,126 (14,300}
9,016 2362
(68,513) (18,787 (73,241)
(2,982) (2,414) (1.893)
(2,7001) (2009 (4,000)
(55,217) (73.486) (46,091
26,213 61,249 36,171
23,101 (3.599) 8,053
(7,000) (2.000)
5,000 ECLOO0 9,000
(11,506) (4.264) (10.183)
1,205 1,239 1,270
1,052 66 G99
- (5,752) (5.233) {4661)
32,313 57158 4) 349
{1,410) 5,451 9055
40,517 35,066 26,01 1

§ 40,517

35,066

S 39,107

$ 34,893
$ 7,678

§ 34,497
5 7,077

28935 I
18,391
(11,165)
{(F15,400)
101
10,9200
11.306 I

$ 32916
§ 6,758



Univest Corporation of Permsylvania (the Corporation) through ies whelly owned subsidiarics, Union National Bark and
Trugt Company (Usond and Femmiew Savings Bank {Pemmvacw), is engaged in domestic comimercial and rerail banking services
woa full range of banking and rust services to s cnstomwrs. Uhnivest Financtad Services Comporacion, @ sulmsiciary -r)F

1

Aoes Ulmion and Pennview
s, IO ANd Femivies

and provide

1 - fpees "

I L"i"iii\'i(_"\"\'., o iy hl: IR, i)hl‘i’iiiiiif_{M Hes IS nuECment, Hisutane H
serve the Montgomery and Bocks Counries ol Pennsyivania througeh 32 baniaog, nfhn ey amd [mmd&

the residents and employees of 12 retirement commuuitios and 4 work site office at Mover Packing, Gompany Vhis olfice serves
ontly rer cash pavreoll checks tor Mover Packing Comnpany ciaployees.

,.mlun,_L, and prust servicey 1o

The comsehdated fnancial statements include he acconnts of Univest Corporation of Pamsylvania and Bs wholly owned
m[n;jdim‘ic:‘;, inchrding Union National Bank and Trus Company and Penoview Savings Banl, colicenvely referred w herein ax the
“Ranks.” Al signilicant intercompany balances and tansactions have been elindnated i consolidation,

Clertain prior vear amoms Dave been eclassitied o comform e the current vear presentatijon.

The preparation of the Husacial statements fn contbrmity with accounting principles genceally accepred in the Vlired Staes
requires management 10 make esimates and asumptions thar affect the anewns reported in the lnandal stiements and

accompanving notes, Acrial sesedes could diffir from dose estimages.

Interest-bearing, deposits with other banks consist of deposit accounts with other financal institutons generally having

matyritics of three months or less,

Secunties are cassitied as invesrment seonriries held toomateriey and carred al amortized cost it management fas che posithe
imcern and ability 1o hold e seoumties o maturiny. Securities purchased with e incemtion of recognizing shoet rerm profivs are
placed in the trading acconnt aud are carred ot nuarken valse. Seenrities not classified as held o manrity o trading arve designated
sectrties available lov-sabe and carmed at fair value with unreatived gaing and losses reflecred in accwnutared other comprehensive
income, net ol estimsied incomy xes. The per anrealized gain en available forsale secorites incloded wn gccnmulated orher
cornprebensive income was $2.707 and S848 ar Decomber 31, 2000 wnd December 31, 2000, respectively.

Gt and losses o sales ol scouriies are cougirod on g specific suoariny basts,

Loans are stated at the principal amount less ner deferred toan fees and wneamed discount. Luterest income on cotunercial,
consinter, and morigige foas @ fecorded o0 the oustanding Dalance method, using acmal interess rares applicd ro daity princpal
Palances, Acoraad of interest income on loans ceases when colleeribility of interest and Zor principal i questionable, i is dewrmined
that the wollectiont ol mterest provientsly aceroed i unceriaing such acorual is veversed and charged 1 current carnings, Thereafter,
income s only recomnized as pavinents are recaved for foass on wlineh there s no vnceruanty as to e collectibiliny of prinepal.

Fees codlecred upon foan origination and certaite direer costs of orgimaing loans are deferred and recognized over the
comtractugl ves of the rebared Joans as vicld adiustments. Upon prepayinent or other disposition of i underlying loans belore

their contractual mattrirics, ary assoctated nnamartized fees or conts are recognced,

The Co np()munn e nmn ST SWAJY AETCCHIEATS 10 AN the inrerest-rate risk ol s floating eare loan porefolio. Univest

accounts For ity Jnterest rate swap coneracts i compliance with SFAS Mo, L33 *Accounting for Dervarive Instraments and
Tedging Activides”, by establishing and dociieeitiog the elivciiveness of the inslrument in oltserring the change in cash ows of
cerrain prime-rate hased loans held by the bank, When the offecrivencss of the hedae can be established and adegnately

documented ac the inception of the derivative contract, the change In market valine of the swap s recorded on the balance sheet of

the company bur onlv the acerued payinents due under the contract for the corrent period are passed tduongh the statement of
operationy. To ensure effectiveness, Univest perlisems an apalysis to cosure that changes in fair value or cash Qow of the derivative



carrclates 1o the cquivalent changes i the foans beng hedeed, Reloed fees are delerred and amartized oo a straighe bne basis
enaer the life of the w\-\-np which corresponds o the estimared life of the asser being huig_(_d Interese- rate HED cnrmh T e pmd

iln designaed fHoaring,
Should the company lw LlI]dl?l('.' Lo dw_umtrm llm (;‘HLLU\ eriess of ali Or part Ul 111:; t..c.lb]] lluw llt‘-dg,('-,, the clmngc in 11111[']‘«1 v‘d]uc: ol
the incteeuve part of the instrument will need o be marked o marker throngh the starement of operations, porentially causing
marerial Hucruations in reporred carnings in the period of the change relative to comparable periods.

As af Jannary 1, 201, the Corporadion adopred Starament No. L33, "Accountdng for Perbvative Instruments and Hedging
Activiries™ (SFAS No.o 1335, as amended, The Starement requires the Corporation o recogize all derbvatives on the balanice sheet al
tair value. Derivarives that are not hedges muost be adjusted to fair valoe throwgh income. I rhe denvative 5 hedge, depending, on
the mature of the ilt:d e L imng_.u in the Lur value of Licn\a.u\ ©x \«lli (.]L]]L’l Le allser apast te chamee 1 Qi vadue of te hedged

| It B DY
VEIUH LA, O

N IR s T e e
¥

i HYY l'ﬁnntll

Ve HOme un

miuc will lwc irnuwdmlc]v r'r:cugm.fcd in carnings. Tl

The reserve for possible foan fosses is based on management™s evalnarion of the loan porrfolio ander current cconomic
comditions and such other factors, which deserve recogniton i estimating possible Toan losses. Thas evaluation s mherently
subjective us o reqguires estimates ncluding the amounts and mning o future casle Bows expected w be received on impaired foans
that may be suscepuble o apnifcant change. Addivons 1o the reserve arise Trom the provision for loan losses charged o
apcratons er (fonm the recovery of amouns previowsty charged ol Toan charpe ofts reduce the reserve. Toans are ¢ |'I‘.-'H’1.§.L'i off
when there bas been permanent impainment or when i the opinion of management the full amowst of the loan, mothe case of
non-collateral dependent borrowings, wall not be reabized. Cervan inpaired Joans are veported ac the preseot vidue ol cspecied
Hatvre vash (lows nstng, the feans initial effecrive inrerest rare, ar ar the loan®s observable market price or the fair vatune of the
collareral if the o is collateral dependent.

The reserve tor possible foan losses consists of two cleiments:

{1y an alfocared reserve, which is comprised of reserves established on spectfic loans, and class reserves based o histoneal foan

lerss ".‘H'[)(‘.’-I'iC‘I]C(‘.' Current |l'il‘_‘lldh1 and ch.\lhl.i.’,lﬂ-”l(‘.ﬂll AREEEN T,

The specific reserve element is bused on a regular analvsts of impared commerctal and real estaie l:mm Tl]c_ spectlie reserve
cstablishod G these loars is Iased oo carcliel analysis of related collateral value, cash o comsiderasions and, P applicable,
SRAFANTOr capadiny.

The class reserve element is determined by an intermal loan grading process in conjuncrion with assoviated allowance fuctors.
Uhe Corporation rovises the class allowance Jwctors whenever necessary in order wo addeess improving, or detericrating, credi
gualiey trends or speaitic risks assoclated wirh a given loan pool classification.

The Corporation maintains an nnallocated reserve 1o recopgnive the exisrence of credit CXPOSITES that arc pr:)l‘mhlc within rhe
loan portfolio althouph carrently are undetecred, FPhere are many factors considered stuch as the inherent defay in obraining
informarion regarding a cnstomer’s finandal cordition or changes in their business condifion, the judgmental nature of foan
evaluations, the delay in the interpretation ol economic trends and the jadgmental nature of collateral assessiments, (Also refor o
Mamagemens Discassion and Analysis)

TR R

1 md 1% 51 ucd al cest, aird bank premises and equipnent are stated s cost less accumulaed doepreciaton, Dopreciauon is
computed on the steaight line method and charged o operating expenses over the csnmared wsefal lives of the assers (hank
premises and improvements — average hfe 25 vears; furniture and equipment — average Hic 10 vears),

(‘)thu‘ cat estate owned represents propoerties acagiired rhrosigh cnsromers” loar defales and i inchided in acorued inrerese
and other assers. e real estare s stated at an amount eguoal o the loan bakance prtor Lo foreclosure, pluy costs meurred for
miprovernents w e property, but oo mewe than the By magket value of the property, Tess estimared coses oo sell

The Corporation grants srock options o employees with an exercse price equal to thc: fair value of the shares ar the date ol
grant. Phe Corporation has elected to follow Accounting Prnaples Board Opinion No. 25, “Accounung, lor Stock Tssued w
L[“p]m_\u_.h CADTTS 25% anad rebated Thterpretations in acconming for its cmployee stock options hecanse the alternative fair value



accounting, provided for under Financial Acconnting Sundard No. 123, “Accounting for Stock Based Compensation,” (SFAS No.
123) requires use of option valiaton meaodls that were nor developed for wse in valuing anplovee stock options. Under APT 25,
N6 compensaLion expense is recognizad beeause the esercise price of the Corporation’s cmploves stock opticss cqials the market
price of the underlying stock on the dane ol grant.

Prop forma inforrmition regarding net income and carnings per shae i required by SFAS No, 123, The efteer of applving
STAS Now 123 w0 the Corporstion™s stock based awards resules m pet income and carnings per share that are not materially
dilferent from ameounts reporred.

Hrvanuid

The Univest Dividend Reinvesrmeny Phan (the “Reipvestment PMan™) provided 3,000,000 shares of commuon stock and the
1996 Emplovee Stock Purcluse Plan (the “Parchase Tlan™) provided 500,000 shares of cormmaon stock avaitable for issuance.
Linplovees may elect to make conrributions fo the Turchase Plan i an aggregate amount not fess than 2% nor wore than 10% o
sich emploves™s rotad compensation, These contriburions are ten tsed to purchase stock during an offering period derernined by
the Corporarion”s Administratice Comimitiee, The purchase price of the seock s established by the Admnnistrative Commitree
provided, however, rhar e purchase price will not be Jess than 85% of the fesser of the market price on the firse day or last day of
the offering period.

Dwuring 2007 and 2000, 37 958 amd 28,850 shares, respectively, were issucd under the Reinvestment Plan, with 838,029
shares svailable for fotore purchase as of December 31, 2007, Durng 2001 and 2000, 6,102 and 8,700 shares, respecuvely, were
ssucd under the Purchase Man, with 492175 shares available Tor e purchiase as of Decomber 34, 2001,

Deferred income taxes are provided on remporary differences beraeen amounrs reported for financial starement and ray
prupeses in accordanee with SEAS Noo T, S Accoumting lor Tncome Taxes.”

The Corporation acquired mangible asets in connection with the acgmisitions of Pennview, Fin Plan, Unjvest Insurance Ine.
(formerly Ceorge Beckor Associares ) and Gum Imsorance that include goodwill and core deposit intangibles. Goodwall s being
amortized on g straight-hne basis over 2 Hircen-vear period. Core deposit intangibles have been fully ameortized over their
estimated usefinl ives of ten vears, At December 31, 2000 e anamortized balance i approximaely 87,1 million (553 milljon at
Drecember 31, 20000, net ol aconmulated amertization of approxunately $5.0 nuilion ($4¢.2 million at December 31, 20007, In
accordance with SFAS Ne 1210 *Accounring for the Tmpairent of Tong-Lived Assets and for Long, Lived Assets 10 be Disposed
O Lthe carrving amount of goodwill is reviewed @ fery and clranmstanees suggest tat it may be jmpaired. I this review mdicares
that goodwill will nor be recoverable, as determined based on the loss of coononuie valie, thie carrying anwoune of the goodwill 3
reduced by the estimated Joss of vadue, O July 20, 2001 rhe Firancial Accounting Standards Board (PASE) issued Starament ot
Financial Accounting, Srandards STAS Neo.o 141 and SFAS No. 142, which changed the initial measnrement and subsequem
recording of woodwill and intangible asscis, Phe effect of adopting SFAS Noo 141 is discussed nnder *Recenr Accounting
ronronneeinents.”

Mortgage servicing rghts are recognized as separdie assets when rights are acapired tirongh the sale of mortgage loans,
Capitalized servicing righrs are reported i other assets and e amortecd inre nonipteresr income in proportion to, and over the
perind of, the estimared fare ner servicing periad of tie iaderdying, mortgage loans. Servicing, assets are cvaluared Lor
ippairprenyt based uponr tie fir valoe of the rights ag compared w amornized cost. Fair vadoe i based upon discounted cash flows
using marker based assumprions. Impairment s vecognized dirough a vaduadon allowanee, ro the cxtenr that faiy valuge is less than
the capiralized amoint. The babance of capitalized servicing rights, net of valuauon allowances, inchuded ) orher assets at
Trecember 31, 2001 and 2000 was $0.5 million, The tair values of these nighus approximates the carrving, value w Docember 31,
2001 and 2000, The tair value of servidiug righes was determined using, discount rawes ranging, rom 6.8% 1o 7.0%. Amarization
ol maortgage servicing righits oF approadiaich S0 million was recordind durng 2000 (506 million was recorded e 2000). The
vabation alowsnce was imaterial o the Anancia statements,

Substantialty all cinplovees are covered by @ nonconrribulory reireruent plan. The plan provides benefits based on o {fonmula
of cach pactcipant™s ol average pav. Vhe amount fimded 3 nor more 1an the maximum amoust deduenble for federal income
TN PLUPOSCS.

The Corporation also provides supplemesal executve retirement benefiss, a portion of wlioch is in excess of limits unposcd on
gualificd plang by foderal iy Tw. These plans are nonqualitied benefiv plans,

Univest spomsors o 4010k deferred salary suvings plan, wlach is a qualilied defined contribmtion plan, and which covers all
emplovees of Univest and irs subsidiarics, and provides thal the Corporation make matching conwribirions as defined by the plar,




The Corpreation provides corrain postretirement headtheare andd e Bnsumnce beneties for retired employvees. The Corporation
accries Uhe costs associated with prosdding these Benelits during, the active service pertods of einployees 1 aceordance wirh
Staterment of Financtal Accomting Standaed No. 106, “Emplovers” Accounting tor Postretirement Benelits Ouber Than Pensions™
(SEAR Noo Hin)

O T . P -
i RN

Uspivest hay detined those items chaded i the caption #Cash and due tiom banks™ as cash and cash equivalents,

HE

Assets beld by Dirdon i a fiduciary or ageney capacity o its custamuers are nor included i the consolidated linancial

searemoents sinee such iteins are et assels of Dinion,

Oy March 22, 2000, the Corporation’s Dueard ol diveciors declaved a 5% srock dividend paid on May T, 2000w all
sharcholders of record as of Apnt 14, 2000, Al stare and per share amounts have been retreactsely adjusted 1o give offect 1o the
srock dividend.

fasic carnines per share represenis oo avatlabie 1o common stockholders divided by the weighted average number of

common shares outstanding doring, the porlod. ilored camings per share rellects addilional common shaves thar would have
been outstanding, i dilntive potential comien shares had boer ssued, as well as any adjuarment to income thar would resule from
phe asstimed isstance, Poteniial commson shares tat may e issied by the Corporation relae soly o ontstanding, stock options,

amd are derermined nsing e treasary stock medhod.

Llnrealized gains or fosses on the Corporadon™s available for sale securities and cash How Dedges are included in
comprehensive eonw,
The tollowing shows the accnmaated comprehensive income, net of nconie tises, 1o the periods presented:

NCT TG e TR U U TR UURURURITT 519210 5 17,348
Acenmulared wrealized mon on cash ow hedpes 303
Change in unrealized pain {doss) on available

Forr-sale TVESLITISTTL SECUTTHCS o e

Tearal comprreBTsIve BICOMIC

wly

O iy 20, 2001 the Finanaal Accounting Stindards Board (FASB] issued Staement Xo, 141, “Bosiness Combinarions,”

and Statement No. [42, “Goodwill and Orher Inrangible Assers.”™ Major provisions of these Starements include the following:

e SEAS Noo 1 provistons relagng o the iniual mcasnrement and recording of goodwall and hatangible assers, financial
statermient presentation, and disclosires are effecrive for combinations completed alter fune 3 2001,

» SEAS Noo 142 s effective B liseal vears beginning afrer December 15, 2001, Farly adoption is permirred tor conpanies

swith fiwal vears beginning afrer March V5. 2001, Do onty it they have not sssued their st quarter liandial statements prior

ror adoption, Regardless of the {3l adoprion dare, the nonamortzation provisions of SEAS Noo 142 are eftective for business
comizinatioms and other transactons complored ofter Jane 360, 2041
The Corporation wstinates that a decrease of approsdmaiely $500 thousand in other expenses will be the cfiect of adopting,
STAS No. T2,




Uiniens is required 1o maineain resceve balaces wirh rhe Tederat Reserse Bank. The average amount of those reserve balandes
was 52.7 million Jor December 30, 2001 and 2000,

Parwg bl

Secuvities with @ marker value of $206.0 million and $207.0 million w Decomber 31, 2000 and 20000 respecively, were
pledacd ro secure public deposits and for other parposes as required Dy e The Tollowing tabile shienas the amertized cost and the
approximate maker value of the held-tommatrity securities amd avatlable for-sale scoories al Dyecember 31, 2007 and 2000, by
marurity wiihin cacly tvpe:

LT Treasury, goveriment
ST T e A I ‘It:u"ﬂ("li‘\
R S AL

obligations:

Wirhin | vear o 5 7,000 % 102 $ — & 02 % 47042 05 15 5 (PO § 4708V
Proo B veitts o 23,100 440 {9 23,537 0y 25 (1789 AhE45
30,108 548 (9) 30,639 A A0 (248 7R
state and podtrical subdivisions:
Within | vear 2,960 26 — 286 5020 i {#) ROL3
Fro & ovears 2,180 193 — ATH 12721 — SR 12,608
Over 10 0o 1354 4 1,158 1181 — 1154
13.294 225 — 13519 issws 1 (J2h_ 18775
Mortpapge-backed seonrities:
Within ©wear — 7 — (e 7
Pio S vedis 934 17 051 H37 i) 532
5 10 1O VCARS o 5.726 104 — 3.830 3,130 24 (8 3142
Cleer 1O vears. o, 3U 384 1,027 (833 443,328 G600 GG (57 37236
_ Eo044 1,148 a3 47,100 41370 7iM {741 A4 2,004
{ther:
Witk T ovear . — —_ - - — 44 44
Do dyears o Peh, 145 n32 — 10,677 &5 271 L4665
o T vears 6,551 295 — 0,045 6,543 Pl : 0,003
Chver HEvCams 3,871 235 4,000 AB00 113 — 3079
20,367 1.055 21422 20094 &M - 20618

oLl e $109805 _ $23976  B(92) $112,680  §158.499 81269 $(443) 8159325




LS. Treasury, goverinment
corporations and agencics

ollentions:
Wirhin | year ..o, § 5,497 $§ 54 % $ AA51 2093 0§ 1 5 (535 5 20885
borey Bovears oo 52,260 208 — 53,128 31,0677 147 {26} 31,764
Boro 10 years 2,000 44 - 2,044 250 } h51
59,757 966 = 60,723 53,060 L9 (H1E) 33204
Stae wad political subdivisions:
T 5vears a74 a e VRO 414 e {iv) 408
5o H) years o, 1,224 20 — 1,244 300 2 h62
Crver 10 years. o, 33914 564 {367} 34,120 18,753 729 (1 194481
‘‘‘‘‘‘ 36,116 BYS. {367) 36,344 14,727 73] (73 20451
Mowrgage-backed securities:
Droy 5 vears o, 2,436 S0 2,486 2225 12 (2 2,235
Ao L0 years. 29,400 75 — 30,195 27 830 154 {6G2) 27 4928
Over 10 Vs o 72,627 977 {170y 73434 51,057 W6 (1858) 51,008
104,463 1,822 {170} 1061 Ia M1,118 302 (249y 81,231
Orher:
Wirlin Fovear G669 — — oG4y 3493 3403
Tlobvears o 23,994 1311 — 25,305 23,936 464 (31) 24 374
S T vears 2,000 46 2,046 —
Onver 10 vears 6,797 54 H,851 7,183 e N vk
33,460 1411 — 34,871 34.612 469 (40) 35,041
Towtal o $233,79% 84,794 $(B37) $238,053  S188.623 S1.71L S(407) 5144027

Fxpected maturities will difler from contmactal marmrities beanse borrowers niay have the sght (o call o prepay oblipations
withoul call or prepavient penalries. .
During the year ended December 31, 2001, available-for-sale debt secaritios with a (v value ar the dare of sale of $15.893 were
sold (59,041 in 20007 Gross realized gains on such sales wotaled 5151 during 2007 (549 in 2000 and $52 in 19997, wwd the aross
realived losses toraled $1 durmg 2001 (S8 in 2000 and $49 in 1999, Net unrealized gatus on svailable for sale secariries included
in accumudated other comprehensive incomae as a separate component of sharcholders” cquity toraled 82,767 in 2001 and $848 m

2000, Unrealized losses in investment securities at Decernber 31, 2001 and 2000 do nor represent permanent impaininents.
A Decernber 31, 2001 and 2000, there were mo investinents i aay single aon federal issuer representing mere thare 1O of
sharcholders” couiny.

ot

The following is a summary of the major loan cateporics;

Tea) GELALE  COMSTIIICTIN 1ottt ittt et ettt et et et ee e et e e ey e e 5 34,774 § 39707
Real estale-—conumersial ... F95H72 168,761
Real estate residential .. 226,962 214973
Comunereid and induostrial ... 254,032 221.101
T Lo A iR Uals e e 71,212 79,320
LT T O T PP TS P SRR o 15,4956 15425
B LT T PP T P PP T SO PP STPT 798,347 734,287

IJ:\;"I 1-“1!331'!1{‘(1 i|'|('.('ll'|'!c ------------------------------------------------------------------------------------------------------- - (18) | -"-Lg)i)_
$798.320  §739.724




Ar Drecewber 31, 2007 foanus o dircators and execative efficers of Univest and companics in which directors Lave an ielerest
apgregated $19.735, These loans have been made in the ordinary course of business om substantially the same werms, including,
: o cormmarable rransactions witls costomers and did nou wvohee

SV =il Ll

i e 1o
2% 1DOse

eyvailing ar the same thine
£t e same fnw

$25.305 $19.591 51735

Acsuinary oF the wansacnons ui the reserve 1O possibig B0an Tosses 505 firfenys

i pReg
Balance a1 beginuing of vear o SRR PR $10,208 510,704 SI0L019
Provision charged 1o 0peraliing CXPETIsES e, 763 205 1,052
VT S e e e e e 540 672 {340
Pamanms changuoed OFF e {1,217} (LLA73) (31,7573
Balance at ond ol vear. o e e _7‘3 10,294 8 10,208 510,704

[frmration with respect ro loans thar are considered w0 be impaired under STAS Noo 124 tor the year eaded Decenber 31 s

as follows:

y

g
onl

FRAN

Average recorded invesrment i impaired Jans Lo 5 2,154 § 2,096
Recorded myvestment in unpaired Joans ot vear-cnd subijeer Lo

A FCSCTVE B Tt raCE e 83z [ 485
TTESPIOTIALIL TUSETYL L1t c i e oo cee e e e e abr e ne s oo 540 1035
Recorded investment 1 impaired Jopny af vear od reguiring,

100 TeseTve FOE Joamm JOSSES Lo o e R74 168
Recorded investrment in impaired T0ans al il 6N i e e L4006 165

Recorded investmeny in nonacornal and restrocrured™® e 1.ai7

*ineiinded i e nonacorual total are Pannview’s fiest residennial mortzage Toans which wore over 90 days definguent ol $2 00 a0 Pocomber 312000 amd 212w

Iyecerniwy 31, 200,

The followiniz s an anabysis of wderest on nonaecrual Joans at December 31 ag follows,

Y Ty

Wenraccrual aned restructired Foans L 51,865 $2.,323
Tnrerest ineome that would have been recognized

229 246

uncder arheindl FETTE e U UPR PR 176

- - "

There was no other real estate ovaned ol Precembrer 31, 2001 and December 31, 2004

i-———.————____——
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Prermises el IPIrOVEEIEIILE i e e e
Frmmiiure aned COUIPITTRINT L

39.5
Vesar accumubatedd depmeubitliond « oo e {23,492
$ 16,025

As of December 31, 2001, Univest and ies submidiaries were obligatcd under noncancelable leases for various prenscs and
cquipment. A summary of the future mmimn reatad commitments ander noncancelible operating Tases net of related sublease
reveine iy ay [oikows:

2002 S77
203 S92

2004 e 405
2005 e 20
2O 201
Rental expense charped 1o operations was $707, 5685, and $617 for 2004, 2000, and 1999 respecrively.

il

The provision for federal and stae ncome tses incloded in the accompanyving consolidated stataments of income consists of

the following:

CIUTTCNE e e $ 7204 $ o583
. s "
T o e {45H) 31
$ 6791 $ 0,614
The provision for incomse tanes dillers Boun the ovporred stmrory provision as follows
EAprectind promishion a0 SEITITIGNY il i oo b i e g 35.0% A5.0%
U¥itferenoe resulting fron:
1 H [ T . : : )
R Y L T T U UP TS VPP S PPN S {6.7%) (6.2%)
o d . PR e i), Tl
THCFClEe 1 VUG O TS ce oot e e oottt et e e ekt n e e (2.4%) (1.7%}
ST T O PO U P PSP S P UURPOU SRSV 0.7% o 1O%
26.6% 28t
Trclereed tncome taxes reflect the ner tax effects of eoporary diflorences berween the carrving amounts of assets and Habiliries
tor financial reporing purpases and the amonnts nsed for income tax purposes. The assets and Habiliries giving rise to the
Corporatan’s deferred rax assers and labilities as of Decanber 31, 2001 and 2000 are as follows:

Preforreed ax assots:
D T8 L $ 3,831 $3772
426 103

Drelerred compensation

R U S K L 5 Ly s L s TRURUUR TR S 407 407
e Ty D BT PP RPN OPYOTTPPPPOY 242 82

L TR 5 OUURU T PO U PO PRSP POTRPPP 11
il 3 T T FN 1M TS e e 5 5,024 § 1,664




Drefe HL(.I tax labihues:

L2

3ll 5 234

*
\LLI.‘.A ¥

BLCIFCTTIONIL PAES L et oL 153 S50
EEarE e 50T L oo e e 251 290
Pheferred INCOMC e PO PR PTPRTO 394 40
1,921 193
— 525
Toatal deforred 1s Habrltius i e 3,070 2 00
I BEFEETCE TR EHETS oo oo ie e et e ottt = o em e em e e e e ee et ee e e ab e e b s e $ 1954 5 20658

Marked ro-magket wdjustnrent e,

No valuation allowanee was recognized for the deferred rax assets ar December 31, 2001 and 2000.

R I

$ 19615 $ 17944
1,221
1,322

Service u(m—-n-ln nefits carned during the period e 635
[nnterest cost on projecred bonetit obligarbon PP ST PP R 1,260
Actarad (ORI} TS o e b (802) 36

Renelits paid e e s {1,063} {902 )

Bertelit ObHgationm Al ciid OF VEUF e e, § 19,651 SIY.615
......................... L 17 883 S 19 (k)

l .\lll \'_l.j\_l\_ K)‘i- }’ild,ll. ;l‘\"\LI'S nl.L !..IL Iillilllllt., \-lf- I R LR R LR AR TR EET IR Neermesmtamead i m " L3 A S gadiiet [ A T
ACTUL FUTHITI OB PRIITSSCTS Lot s oo e e e ere et e d e {(435) {HHE
BRELIEIIES UL L1res e oot ek E e e e {1,063) £U02)

Froplover comtribulion. e TSP USSR P RO Jie 283
Fair value of plant as5ers al ena OF VB i et e s 16,395 {7 583
Fundiod SR e e e e s (3,256} (2,0032)

Unrecognized AeF ACLLANAL AT e 6lo {4894

Unreeogmnizced Pror SEEVICE COBIS Lo (2700 [5343)

Tlrecorznized el ARNETTUN A85ET i o e oo e . .
Perision HaDIHLY oo e e e _“: (2207} B (2804

Assumed Lim_uum e {or nhhmunn 7.00%-7.50% 7.25% H.O00%

Assunned Long-1erm rale OF TIVESTIEIIT FELUIT oo it 8.50% 8.50%
Assizmed salary Tereasi B e e F.00%-3. 100 £.00%-5.10%

Fxpewse recomized i 2001, 2000, and 1999 amounted ro $353, $080, and S1.045, respectively, and is summanzed as follows:

Service vosi— benefits carmned doring the period . % &35 5 ,H_fll $ 1,684
faterest cost on projected benclic obligation e 1,260 1,322 1.039
Fxpected rerurm on plans assers e (1.476) (1.0%3) (1 455)
AMOEUFIT Gf TEE TRt ST NS0T oo s veeeee s s ee e e ee e — (1) (126)
) ‘ (144) (ol
§ 680§ 1045

Amnrtization of Prior $EEVICE COBT e 72
5 353

e~




The unrecognized nes assel al transition is being amortized on the straghi-line method over s vears. Plan assets include
marketable equity securitics, corporate and government debt securities, and certificates of deposit. T Corporation has invesred in
Lanik-owned Lile insurance contracts fo meet s fulure obligations onder the supplemenral retiremment plans, Vor the nonqualified
supplemental retirement plan, the projected benetiv obligation excess of plan assels was S3,920 and 33484 for December 31,
2001 and 2000 respeerively.

Lapense recorded by the Corporation for the £01(k) deferred salary savings plan tor the years ended December 31,2001,
2000 and 1999 was 5306, 5300 and §290), respectively,

Benefit obligation at beginming Ol vedr i 5 929 5 903
Service cost- benefirs carned during ehe period 34 32
Tnterest cost on projecred benelit SELLEHLL 111 er s e s e en e e G
ACTUATTAL LI JUB5 et is it e 7 {31}

BRERIEELLE THULE 11ttt ettt o et s ) (69) {34
5 0 919

o
£
=+
~1

Ruenetit obligarion ar end OF ¥ear e

Frtr vi UG OF Pl BSOS L —
RS T T B o T PP U T DO OO P PR POPPRRPPOY (967) (924

T are e i zed] T AT T ] 088 o e e e ettt r e r ey e et e 432 A3

MNet periodic postrettirement bene cost for the years ended December 31, 2001, 2000, and 1999 includes the following
COMPUNIENLY:
Service cost—benelits carned during rhe perfod L & A2 B AK
Interest cost on accumulaied pestretirement benefit abliation o ‘ 4 {
y : PE : |

TR B T 4 o1 WUV SRS PRI

AT LAllon ol aCUatial Jo0ss e

Assumed discount rate for obligation 7. 25% 7.25%,

Medical care cast trend on covered chiarges™ L 0.50% 6.50%

*Tior incasurcnot poeposes, The medical vare cost frend rate on covered cluarges s assomed 1o decrease gradually by 172 percent poyear, ecling, 3 porcent m

2003 anl aficr The healrh care cost rrend rare asumption has 2 significant cleer moohe ameunss reporred. To flustraie, o oue perccotage-poin chasge in the

awstrond Bealth care cost trend rates would bave the Sllowing, clcels

Effect on total of service and INICrest cost COMPHITIETIES Lo

Etfect on postectivement benefit obligation

‘Uhe Corporation provides supplemental exceutive rezirement benefirs covering selecred employees and retirees. These plans
are nonaualificd defined benefit plans, Assumptions used in derermining the ner periodic pension costs are similar to those used o
determine the costs of e Corporation’s retirement plan. Expenses charged 1o salaries and benefits were not imaterzal o e
Corporaton’s consolidared financial statements.
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The Corporation adopred (e 1993 Tong-Term Incentive Plar, whereby the Corporation may grant opuons to emplovees o
purchase up 1o 800000 shares of common stock. Ve plan provides for e issuance of options 1o parchase commeon shares a
prices nat Tess than 100 percent of the fair market value ar the dare ol aption grant. Aler two years, 33 percent of the opLiond
shares are excrcisable cach vear (o a period not exceeding siv years, 273,530 common shares ware available fur furure oprions and
338,374 common shares were exercisable st December 31, 2001 Pransactions involving the plan are summarized as (llows:

{.-.}Lffé{r.‘ﬂ‘](.ﬁi!!{’, ar })(‘.‘CL‘.!')')I?L‘!' .QJ ) | ".)‘)H ......................................................................................... ] 3"’);‘1‘04 5129"‘»—5‘;28%}‘
15,730 31.67
146,213 2425

Caranted

Cranted
LR iSetd e e e e e (METLR) 1295
[ & TRTT T RO UR SRR e e (20435 ‘ 14.76
Outstanding at Decomber 31, TO00 e 237217 S1.76-531.67
e e TTTROR e e e et e {3,540 2446
O LT T EUT T PP v 53,000 22325
T L7 PO U TSP PO OO T O PSPPI (4,441 476
296,226 $14.76 —$31.67

Ourstanding ar December
Coranteds, e . 23,000 25.35
L LT s FUUUERT OO PP PP PSR UPRUSPP PR G1,5iM) 35.35
LT 1 £ EUUTTUTU T U P PP POV TSR {4,725} 24.29
e T DT TP O PP PP O U PSPPSR {2,625) 31.67
B CTUISE e e e A e e __(65,003) ‘ 14.76

I Oulstanding al December 30, 2000 o e e e e 338.373 $22.26-$35.35
I The agrregare amount ol certificates of deposit i denominations of $100 or more was §37,867 ar December 31, 2001, and

$31 602 ar Decomber 31, 2000, with interest expense of $ 1887 for 2000 and $1,736 [or 2000, Orher mne deposits in
denomimations of 100 or more were $13,314 w Decamber 31, 2001, and 20,055 ar Decernber 31, 2000, with interest oxpense
ol $879 for 2001 and $§,230 for 2000,

Bove PF S uuwn T baby

Ar December 31, 2000 and 2000, long-terny debt consisred of the following:

6,608 (vartabice) May 2001]
0.58% (variable) March 2001
4.00% September 2006

N = L "y
4 L Tanuary 20049

Federat Tlome Doa Bank Advance el b —
Federal Tome Toun Bank Advance —

Federal Home Loan Bank Advance ;
Federat Flome Faoan Tand Advanece 4 {HKE
Federal 1Tome Touan Bank Advance e 5,000
Foderal Flome Loan Bank Advance 5,000 6. 210% September 2010
Federal Home Loan Bank Advance 5,000 5.80% Precember 2010
Federal Fomwe Toan Bank Advance 5,004 4. 6R% March 2011

$24,075 S S26,073

5. 30M% MNoverber 2009

l
|
|
|
|
|
|



Advances fom the Federal TTome Loan Bank are collarerabized by Tederal Home Toan Bank stock and substantially all fivse
mortzage toans of the Banks, These advanees may be convertible to a floating interest rate and could boe subject to & prepavinent e
Univest, treugh its banks, has short-term and long term eredir facilities with the Federal Home Loan Bank of Pilsburgh
with a maximum borrowing capacity of approximately $T88.1 million. At Decamber 31, 2001, Univest™s outstandisg, boveowings

ander the FLTLE credit dacilivies toraled $24.1 million. The masimum borrowing capacity changes as @ lunction of the banks’
quabiiyving collateral assars and the anown of iLl]ld‘\ received may be reduced by additional required purchases of FETLD stock,

. .

!

2001,

dent b Iy rr\r1|1nsr ‘%7“ mallien. At Dece viher 'sl

1 i
S16. 7 mllh{m. Furure ;n';ul;tlulll}-' under these lines .‘sul)]r.‘ul T
i

the pnm ,J,lwu ot rl e L,IJHTHIL [rariks mu] ruy e »\Ithdl’l\\ n ar wil

Univest, thraseh Union, bas an avaifable ine of ¢redic ar rhe Faderal Reserve Bank of Thitadelphia, the amaownr ol which is
dependent upon the balance ol Joans and secnrities pledged as vollateral, AL December 31, 2001, the Corporation had no
oulstarling boreowings undor this ine.

Mumerator:

Nat income SRR 519 2H) 5 17348 S 15,5801

Numerator {or busie and dilivred carnings per

share = meome available o commen shareholders oo $ 19,210 § 17,518 5 15,804
Dyenominatens®
5 per share

oy

Denominaror for basic carnung

wetnhred A 7136 7304 7ahY
e of dilwrive securities:
Ernplovee stock options . J6 206 48
Pcnaminator for diluted cannngs per share
adjnsred weiglhited-average shares outstanding. 7172 TALS 763k
Hasic carnmgs por share™ 5 2.09 $§ 235

Prluted carnings per share® T PP i 2.68 ‘ &

|
)
T

For addinional disclosores regarding the emplover stock options, see More 1)

EEe wdpliedeaverage number of shares outstanding woseelb as per shang dita fag been restated toogive cttoen oo ive percens srock dividend paid Mae 12000,

Toan commitments are made o accommaodare the financial needs o the Banks” cosromers. Standby leters of credic commir
riac I':'umke\ o make payments on behalf of customers when cerrain specified furure events occur, They primarily are issued o
enue oblivatons, Tlistorically,

o syl Iun;_w rerm nores and debwentures. xm]m'hnu industral
mlm‘ 'E'I'IT'i._‘L” 4]1 sL mdb\ |LHI.,1". of L'.rcdlr expire unfunded. Both arrangements have credit risk cssentially the same as thatr involved
in cm‘cudmg lerans wr customers and are subjedt o the Banks” normal credir policies. Collateral is obrained based on managenent’s
credit assessment of the customer.

The Banks ofler commercial, mortgage, and consumer aredit products to ther customers 1o the normal course of business,
which are derailed in Note 4. These praducts sepresent a diversitied credit portfolio and are generally issued Lo borrowers within
rhee Banks” branch olfice svstoms in casrern Penusylvania, The ability of the customers o repay (heir eredin s, ro some exrent,
dependent upon the coonomy in the Bunks” market areas.

e amount af credil o any basiness, instinution, or mdividudd. As of

| o

The Banks nlm comtrod their credi rsks by Hendting

i3
. 12 [} I - e e L. - - . oy 1 P N
s Daiiks bave ide ..h‘..u*. the due o W58 as o \a!r'.u!!.L.L'.:L concentatinn o credir visk

becanse it containg 2 balanee doe from a single depository institution rhar s unsecured. Management evalates rhe creditworthiness
of the stitudon on ar least a quarterhy basts inan eflorg to moniror irs credit risk associated wirh rhis concentration.



Finangint instriments representing ceedis sk

Comprments o extend credit § 247271

Standby fetters of crediv or vommercial letters af credi e v

[terese-rate swaps, nolcenal principal amount ... e e e ;

The Corporation may ¢nter iio Interest rte sswaps UL managing its inrerest rare risk. i these swaps, the Corporarion agrees
to exchawinge, at specified invervals, rhe ditference between Fxed and foating ivterest smounts catewlated on an agrced-upon
netonal prindpal amount. bterest-rate swaps in which the Corporadon pavs a floating rate and receives o fived rare are nsed 1o
reduce the impact of changes oy inrerest rares on the Corporadion’s net inleresr ineome,

Ar December 31,2001, $30 millioe in nodonal inverest-rate swaps were ontstanading, The contracts enrered into by the
Corporation cxpire as ollows: 10 million v notional principal amoont wfirsy quarrer 2002, $10 milhon in scoond quarrer 2003
and $10 miflion in third guarter of 2003, The impact of the wicrest pate swaps on per imterest income fog the year ended
December 31, 2001 was a positive S0 and For the year ended December 31, 2068, 0 negaiive 5187, The weffecive poruon off
the swops” change in fair vahie iy o be inmediaely recognized i carmings. For che Corporation, the amount of e ineliecrive
perreion is immateial,

The Corporation™ current eredit caposure on swaps is Kmired o the vadue of intgrest-rate swaps that have Tecome {avorable
ter the Corporation. As of Decomber 31, 2000l market value of inrerest mte swaps in 3 Bvorabbe position was $463. There
Wwere ey Eeresi rabe swaps in an undivorable position. Al December 31, 2000, the nmtk( tvalue of mierest-rate swaps in a
favorable position was $107 and the markes value of mterse-rate swaps inan unlavorabic position was $66. Credie risk alse oxists
when the counterparty o a derivarive contract with an imareadized gais ails o perforrn according Lo the weems ol the agreement,

Staterrent of Financial Accoanting Standard No. 107, “Disclosures about Fair Valise of Financial Insruments™ (SEAS Mo,
107, requnires all entities to disclose the esthmared Gy value of irs {inandial inserumenrs whether o mot recognized in dye balanece
sheet. For Univest, as for most Ruancial instretions, substantially alb of i assets and Labilines aee considered {inanaal instruments
as defined in SFAS Mo, 107, Many of the Corperatiends financial instromeits, however, Tack an available wading market as
characrerized by a willing buver and willing seller cugaging v an exchange tansaction. I is also the Corporation™s general practice
aned inLent o hold its Grancial insrumen s we maruriy and nor o cegage in trading, or sades acrtvicies owher tha vesidential
morlgige Toans held Tor-sale and tose invesrment securities classificd as evaifable for-sale. Signilicant cstimations and present value
are affecred by e assnmptens wsed, including she discount rate and estimate of farure casiy flows, wers used

calentations, which
by I'Jm Clorporation for the purposes of this disclosure.

The Corporation, using the best available dara and wiv cstimaion metiodology suitable for each category of finandal instruments,
wes, For those loans and deposas with 1( mrma, mnte rest rare i s prcmnml duar estizoared Loy values

i determuped esthnared e vale \
' 1(»] 5 shasuoe W '! HE h\‘ BiaTRe

1T
tN IR T FRE AN P PR L

5 .
SEAS Neo 107 exclades cortain fingnaial mstmamenss and ail nonlinancial instruments leon s d!%dmulc‘ TequireTinents.
POralion.

DitetE
[FEEC

Avcordingly, the agaresare Gy value amounts presented do not represeut the underlying value of the Ce

Managemient is concurned thar reasemable comparabifity berween finaneiafl insttorions may nor be lkely duc o the wide range
of permitred valuation techniques and numwerous estimates whicl must be made given the absence ol readily available active
secomndary marked valuations for many of the topandal imsrramenrs. s lack oManitonn valuation iwethodologies also introduces 3
preatet degree of subjectivity 1o these estimated fule values. Certann estinated fair vabites cannot be substantiated by comparisors ta
mdependent valuation sonrces and, o many cases, might not be realized in immiediate serdement of the instrsment.




Uhe follorvng talde represents the estimates of fair yalue of fimancial insfrumaenrs:

Assels:
Clashy and shorl BErm assels o, $ 54,902 4 54,902 £ 61838 4 al.838
TIvCstmIent SCCiries e 347,858 350,742 48420 349,252
BT TS Lo 788,035 317,072 729020 TAT7 KR
1 iabilitics:
LICPOSILY $9UR, 137 5 1,006,435 K u7lan 4 973,372
Short werm horrowings 91,600 91,600 08,499 63(-1-9‘:}
Vomg-rerm debt 24 075 25,24 26,075 26,551
OBalance-Shect:
Clommitments e extend credil o, $247271 5 {6iM 5251622 5 (724)
Lactlers ol eredIl e 19,759 {296) L8202 (284)
Trtcrest wate swap, notional principal amoune.. 3001} 465 300 41

FThe fullowing methods and wsumptions were used Ty e Corporation in cstimating 8 fir value disclosures for financial
FIREAR RPSHIBIES
Cash e due from brnks and short-germe Saresemenss The carrying amounts reporred in the balance sheets Tor cash and due

Hrom banks, fime deposits with other banks, and lederal funds sold and other shore werm invesumaents approximares those assers”
Fatr values,

lavestment securities (fuchudivg wortggie-backed secwreities]: Falr values [Dr nvestmeny securiries are based on guored marker
Prices.

Laams: The far values Jor loans are umeLLd Lising, discounted LJ‘\I'I flow amalyses, nsing a discount rate consisning of an

t\.? }. Ii'l.”l\’.\.{\. ZI.'.‘!.'\. Jr.l‘.\. 3 o R . 1 o v I

Dxeposi liadifitdes: The G valucs o0 g‘hp« WwiE W uh fived maturitics are cstin: md lw dmmmrnm rlu_ thiml maturiee, and the (ar
values for non manrity deposics are established using a decay factor estimate of cash Jows based upon indusiry - acecpLed
assumptions. The discount rate applied o deposits consists ol an appropriate risk free rate and inclided components for eredir risl,

aperating, cxpense, and imbedded prepavmuent options.

Shorr-termn Borrawings: Vhe carrying amannts of seourities sok) under repurchase agreements, and other short werm
orrewings approsimare their fir values.

Lowg-terw debi: The latr values of the Corporation’s fong, term borrowings (other than deposits) are estimated usug a
disconnted cash flow analysis using a discount rate consisting ol"an appropriate risk free vate, 38 well as compaonents for credir risk,
operating expense, and unbedded propavinent options,

O] badance-shect fudrwmente Paie valaes for Uie Corporation™ ol alance sheet insrrumienss are hased on rhe fees currently
charged o enter into similar agreemaents, taking, inro account rhe remaining rerms of the agreements and e counterparues” crediy
standinge.

The Banks are subject to variens regulatory capital requirements adiimsiercd by the dederal banking, agencics, Hailure ro meet
minimum capital requirements cut inmiate certain mandatory, and possibly additional discretonary, actions by regularors chat, if
undertaken, could have a diveet sateeiad effece on e Banks” tinancial staremenrs. Under capiral adequacy guidelines and the
regaifatory Tramework for prompt correcrive action, the Banks must meet specific capital guidelines that mvolve quantitative
measures of the Banks™ assets, labibies, and certain ofl=badance-sheet items as calculated under repularory accounrting practices.
The Banks' capital amousns and classifications are also snibjecr to qualitative judgments by the regulators about components, tish,
waightings, and other factors.

Cuanrirative measures established by regulation o ensure capital adeguacy require the Banks womaaniadn minimuam amonnrs
and ratios (set torth in the talle bedow) ol wtal and Tier T eapital (as defined in the regolarions) o risk weighted assers (as
delined’, and of Ticr T capitad (as delined) to average asscrs (as detined 1. Management believes, as of December 31, 2000, that the
Banks meet all capiral adequacy requirements to which they are subjeat.
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As of Drecember 31, 2001, the most recent nonhcation from the Qllice of Comprroller of the Carrency and Federal Deposit
nswrance Corporation (FIC) categorized rhe Banks as well capiralized under the regularory Iramework (Or prowpr corrective
acriem. To be caregorized as well capitalized, (e Ranks must maintain minimam total risk-lased, Tier T risk-based, and Tier |
feverage ratios as st forth in the wble, There are no conditions or events sinee thar notilicarion that management beficves hive
changed te Banks™ caregory,

The Banks” actual captral amounts and ratios are also presented in the able,

Boatin mmaund

As ol Precember 31, 2001
Toral Capiral (1o Risk-Weiphred Assets):

Consolidated .. $121.,702 13.55% § 71,877 H$.00% % B9.846  10.00%
Unierrr MWariorial Bank 106,712 13.18% 64,754 5.00% 20,042  10.00%
Peppview Savings Bank . 12,078 14, 84% 6,512 F.00% 3,144) 10.00%
Tier T Capital (re Rk Woighied Assets )
Consolidated e 111,408  12.40% 35,938 4.0, 53,907 6.00%
{inion Narionad Bank 96,822 11.96% 32,377 4.00% 48,505 & 00%
Pennvicew Savings Pank.... LU0 13.72% 3,256 4,00% 4,884 0.00%
Tier [ Capital (v Average Asorsi:
Consolidated ... 111,408 9. 24%, 36,168 3.00% 48,224 4.,00%
Liom MNarional Bank 96822 9.24% 31,444 3.00% 41,925 4.00%
Penoview Savings Bank.e 11170 7.3 4,536 J.00% 6,048 4.00%%
As ol December 31, 2000k
Toral Capital (ro Risk Weiglited Assews)
Consolidated o S 119782 13.85% § a4 005 8.00% $ 86230 10.00%
Lo Natiema) Bank o ({12 78S L3454 61,121 8.000 76,401 10.00%
Pennview Savings Bank 13594 15.16% 7175 8.00% 8964 10.00%
Tier ¥ Capial (ro Risk Weighued Assews):
Comsohdared e 109055 12.04% 34,502 4 O08% 51,753 5.0H0%
Uon Nauonal Bank ... e 037332 12.20% 30,560 A (¥ 45,841 6.00%
Temaview Savings Bank..on 12,664 ME12% 3,088 1.400% 5,382 6.00%
Tier T Clapital (ro Average Asscts):
Consolidated ... 108,053 9.56% 34,249 3.00M 45 620 & 0%
Yndesns Narional Bank 93232 0 39Y% 29 7806 A.00% 3715 4, 000%
12 004 2.9a'% 4 241 3.00F% 055 4 (R

The gpproval of the (flice of Comptroller ol the Currency is required lor a national bank (o pay dividends if" the total of all
dividends declared in any calendar vear exceeds the bank’s net profirs {as defined) for that year combined widt its verained ner
profits for the preceding two calendar vears, Under this formula, Union can declare dividends in 2002 withoor approval of the
Office of Comprroller of the Carrency ol approsizarely $12,193 plus an addiional amoont equal to the Rank™s net profies for
2002 up to the dawe of any such dividend declaration.

The Federal Rescrve Act reguires that extension of credit by Union to certain afiiliates, induding Univest {parent), be sceured
by eeadily markerable securitics, rhat extension of credit 1o any one aftiliare be limired to 1% of Union’s capital and surplus (a8
defined}, and that extenstuas of eredit ro all such affiliates be lmdted 1o 20% of Union’s capital and surplus.
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Assers:

Dreposits with Dank subsidFary o 5 222 5 67
Tnvestments in LLS. Government obligations available for-sale 1,000 1,571

Tvvearments in subsidiaries, at cquity in ner assers:
BTN ottt e e e e e e e 118,166 112075
LT 0TI e e e e et 5,760 2409
I LS et e e e e o B40% 0 2817
TLEMT MBES oo et et s $128,617 $121.998

{iabilities:
Dlvidends payalale o $ 1,484 ¥
OMDrer TabilTHes e e 5,661
RS I T Y ] TP PP OO ‘ 7,037 6,758
AT Pl ST CULLLY c. Lttt e oo e 121,580 115240

Total habilitics and sharcholders” equity o 5128,617 $121 998
Pyivicdomods fromm Dannbos, o e § 15,193 5 Bi3w s 12,991

9
3]

.

2

T
Lo
SNy}

T T LI TIl 1t vttt e et e e ekttt a e een e e n e 10,249 9500 _ H.57H

Towal opesaring income 25,442 17639 21,564
CHICIITING CXPCTISN. Lo i oo 10,531 N 0875 0 8349
Income before ncorne tas benehic and equioy in

urdiserilieted o of subsidiaries. 14911 7,06 730
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Praging 2007, 2000, and 1999, she parent company made income tax payienrs of 7678, 87077 and 50,758, respeatively.

Mo Interest pavnients ware made.
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We have andited the accompanying consolidared balance sheets of Univest Comporation of Pennsylvania as of Pecember 31,
2000 and 2000, and the relaed consolidared starements of ineome, changes in sharcholders” equity, and cash Qess for cach of the
three years in the porod ended Decarnder 31, 2000 These financial staterments are the responsibilivy of the Company™

LA eIy {dr s“.r_‘u}')r\‘r‘u-:i]'\”iﬂ-‘ i L0 CRIWEEL AN n}_ﬁr‘{ir\n an these (inancial statements based on our aodirg

We conducted our audits i accardance with anditng, standards generally seeepred in the United States. Fhose srandards
require that we plan and perfornn twe audit o obain reasonable asurance abonr whoerher e financial stakements are free of
mrarerial migstarernent. An audit inchides cxamining, on a tese basts, ovidence supposting te amounts and disclosures inthe
Aranci! statements. An audit also includes assessing the accounting prindiples used and significant estinwaces made by
panagewment, as well as ovaluating the overall finncial statement presentation. We belicve that our aodits provide o rcasonable

basis fOr our opinion,
In our apinion, dic financial sratemenss relerred 1o above present Gurly, i all matena) respects, the consolidated financial

position of Univest Corporation of Permsyheania at Decernber 31, 2001 and 2000, and the consolidated results of s operations

and jts cash ows for eacly ot e thres years oy the period ended Pecember 31, 2001, 10 conformiry with accounting principles

Enmat ¥ MLLP

eenerally accepted in the United States.

Philadelphia, Pennsylvania
Janwary 18, 2002
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|
|
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Univest Corporation ol Penmsylvania consolidated ner income (i thensands) and carnings per

PPN (i | N
e } AWVOTC N TLH LY.

$19,.210 § 17,348 $ 15,804

MNet mcome e e e s
Nt inueme per share:
BANIC e PR T e e e, . 2.69 2.35 2.08
[Hlued e e e y B 2.608 2.3 2.07

s the followin INE PRCTAY COMPONCHLE

el

Ui 2000 y st

ae earning asscls offset by a deerease in 1he net inrerest rrargin, The

1.

— Ner intwerest income increased due o growth in ave
net inrerest margn decreased o 0% Grom 4 1%,
Towl nowinicress income inercased by $1.3 mllion or 7.8% duc primarly to grosweh in debir card compensation and the
cash surrender value of bank esvned Tk insurance polivies.

e Oxher noninterest expense increased $1.2 miflion or 124% largely due to addidonal adverrising, contribution aud

COMLUIY relalions expenses.

sase 1) average vield duae was offser by
arowth in interest -hearing, abilities witly an increase in vield. Ple ner inrerest margin decreased ro 4.1% fromn 4.2%,
total neninerest income increased by $1.2 million or 7.7% due 1w growtls in fee income and connussion ineome.
Commission income, whicly is offset by commission expense, is the primary source of income Jor Fin-Flas Group and

Ceorse Beoker Associates, Tne. acquired during fiscal 2000,
—  Sataries and beuedits increased $1.7 wilfion or 8.9% largely due to boneses and rhe commissions and salaries ot Tin-Plan

Group and George Becker Associares, T, auquired dunng, Fiscal 2000).

Ne inrerest income is the dillorence between interest eamed on loans, investments and other interest caming, assets and
interest paid on deposits and other interest beanng liabilives. Nevinterest income i the principal soyree of te Corporation”s
ated wirh the

revermues, The following table demonstrates o rrend of increasiog, amounts for 1999 throangh 2007, Sensiiviries duso
s el assels and Habilivies are nomerous and complex. The Assey/Tiabilice Management and Tnvesument Commirtecs work 10

maineain an adegaaie and prodicrable ser interese margin for e Corpoearon.

I




The following rable presents @ summary of Univest™s average balanees, the vields carned on average assets, the cost of
averape labilitics, and shareholders’ cquity for the years ended December 3102001, 2000, and 1999

Interest carning assets:

Lovesrments 5 359014 520,805 BA% & 34l 481 S20.884  6.1% 5 325,693 S18E63 58%

Toany 761,640 Al 403 TN T177dY agA3 B2 685611 OB B.0%
Toral interest-earning,

AKECTY 1,120,654 79,208 7. 1% 1,059,231 PAL U A 10,337 7A844 734
Nopinleress carning

AR5C1S 90,247 . 87147 7785
Toral assets $1.,210,901 S1,146,377 ‘F!:()HL) 32
Parerese-beanng habilitics:

LieposLs $ B16,402 530,776 3.8%  F THAM6N 4.2% § 7An2e0 528220 38Y%

Borrowings 2,274 3,005  3.a% Bh410 4.0%  RHRI2 el 37
Tonal interest hearing

liahifitics Q18,070 34,441 3.7 oY 278 2459 4.2% 821,082 31,381 3.8%
Noninterest-bearng

liabnhties 173,014 lenln
Tota] Babilities 1,001,690 L.O38. 894
Sharcholders” couiry 119,211 HYy7 483
Tonal Habilivics and

sharcholders

S $1,210,901 $1,089.322
INet inferest 1eonie % ‘1'2 14(33
Interest rave spread _ 3A% 3.3%
Nt mterest margin

on welghed

AVEIAEC LLCFCST

LUrNINE, A¥5C18 L 1.0% N _ 2%
Ratio of average

INEeTEst-Caring,

AREETY L0 Average

nterest-beari ﬂhg_?,

Halnliues 122.0% [21.9% 123.2%

Interest and fees on loans decreased 1.0% or $0.6 million (rom the $59.0 million recorded lor the year ended December 31,

2000 to $58.4 million for the vear ended December 31, 2001, There was a significant increase 1 loan volume in commercal
loans chat was oftset by o decrease in foan vicld% Prime rate, which ts an imporrane ’rlu_'mr Ulu the Banks” loan inrerest incoime,

O} oy

conid s
L,J'n.(. Ll H()lll .

Precember 31, 2000 was 6.77% compar ro
portfodio decreased Trom 8,2% in 2000 6 7. 7:‘(! in 2
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mu‘ rate for rthe year ended

e average interest vield on the




Tirerest and foes on loans increased 7.3% or $4.60 miltiom {rom the $35.0 million recorded Tor the vear ended December 31,
1999 ro $39 0 million for the vear ended Decomber 31, 2000, The growrh way doe to increased volnne and an increase i rare.
Prime rate was imceeased during 2000 from $.50% in Jannary 2000 to 9.50% ac Decerubor 2000, The average prune rate Jor the
vear 2000 was 9 27% compared ro $.00% for e vear 1999, The average interest vield on the portfolio tncreased lrom 8.0% in
1994 to 2% in 2000,

Tax free interest oun lonans shows an increasing, rend when comparing the £3.2 million tor December 31, 2001 with the $3.2
milhem recorded lor December 31, 20060 and the $2.6 milhon fr December 31, 1999,

Interest on U8, Governnent obligations decreased lrom $7.3 million For the year ended December 31, 2000 10 85.2 nullion
for the year ended December 31, 2001, The decline was dine to o decrease in volume and rate. As ULS. government seeurities
matnred or were called, many were replaced with agenoy mortgape-backed securties. Interest on ULS. Government abligations
Jecreased fram $9.6 million for the vear ended Decanber 31, 1999 10 $7.3 milion ar December 31, 2000, The decline was dne
rey a decrease i volinmie, As freasuey securitios matured anny wore replaced with corporate and asser-backed securities.

Intercst and dividends on sraze and political snbdivisions shows an nereasing trend fronn $0.9 million i 1999 10 $1.3 nallion
w2000 and $1.89 million in 2000, The increase is o result of a continued commitment oty exempt securitics. During 2000 and
2000, the Comparation acguired race-cxempt secorities with a tenn of greater than wen vears and at ax equated vields substanually
lugher than porttolio vickds.

‘The ather securifics category consises mainly of U8, Government Agency mormisige backed securities. Incorne on other
securities has grown from $7.6 million in 199 to $10,3 million in 2000 and $12.5 milhon in 2001, "The nereases were alt due ro
increascd aversge voluine where wverage badances inereased from $3122.2 million for 1999 w0 815848 millioy for 2000 and o
$192.6 milling i 2007, Corporate and asser-backed securitios purchiased during the second hall of 2000 also contihuted 1o the
nerease in neome.

Inrerest on federa finds sold is the resulring datly investmens activiry that can be volatile i borh rate and volume. Inwerest
on federal fuinds sold decreased rom §1.7 million o 2000 w0 $0.7 nullion i 2008 due to ot decreased volwne and o sharp
decling in the federal tunds rate. Torerest on federal {inds sold increased from S005 nullion in 1999 ro $1.7 millian in 2000 dne w
borh mereased vohime and rate.

Tnterest expense on demand deposits decreased 20.2% or $2.0 million [rom $9.9 million i 2000 w $7.9 million in 2001, An
inerease i volume was offsel by a decrcase in the rare of cerrain types of money marker accourts, frterest expense on demand
deposits increased 39.4% or $2.8 million frony $7.1 million in 1999 1o $9.9 million in 2000, The growrh is aiibured wan
fncrease iy volune and raw in certon types of money marker aceounts,

Imterest expense on savings deposits decreased from $2.7 miilion in 2000 o $2.6 million in 2007 A reduction in rate caused
the decrease, Intercst expense on savings deposits decreased from $2.8 nallion in 1999 1o 52,7 million in 2000, A reducrion in

volimwe cuused the decrease,

Interest cxpense on fime deposits decreased from $20.4 million in 2008 o 520.3 million i 2001 primariiy doe o a decline 1
rates. Interest cxpense on time deposits increased from 5184 million in 1999 10 $20.4 million in 2000, Certiticawes ot deposit

volames and rates grew duc o special rate promonons during 2000,

Inferest cxpense-all other consists ol interest paid on shorr renn borrowings such as federal fonds parchased, repurchiase
agreements and @ treasury tax and loan nore. In addition, Union National Bank otfers an automated cash management checking
account thar sweeps funds daily e @ repurchuse sgreemments account. Intorest expense decregsed from $2.4 nallion in 2000 ro
$2.2 willion in 2007 due o a decrease in rate thar was partially ottier by an increase in vohome. Ticrest expense all other decreased
frewm $2.5 midlion in 1999 1o 82 4 million in 2000 due ro a reduction in voluine that was partty oftier by ae increase i mare.

interest on Jong-rerim debt increased fom $1.2 million a December 31, 2000 to $14 million ar December 33, 2001, This
increase represetis 2 full year of wterest on the additonat $8.0 million borrowed irom e Federal Home Loan Baok of Prashurgh
by Penmview b 2000, [nterest on Tong - rerny debt increased from $0.7 milion aw December 31, 1999 o $1.2 miliion ar December
31, 2000, This incrense represents interest on the additional borrowings from the Pederal THome foan Bank of Pitsburgh by
Pennview i1 2000, Federal Home Loan Bank advances are available to meer seasonal and ovher wathdrawaly from deposir
accounts, ro purchase mortgage-backed securities and 1o expand lending,

Management believes the reserve for possible foan Josses s maintained ar a level that s adequate to absorb potential losses in
the loan porttolio, Management™s methodology ro determine the adeguacy of and the provisions wo the reseryve considers specific
crodiv reviews, past Toan loss expericace, cueeent cconomic conditions and rrends, and the volume, growth, and coruposition of the
loan pordelico.

The reserye for possible foan fosses s derermined through 3 perodic evaluation thar rakes o consideration the growth ol
the Ioan portiolio. the status of past-due [oans, current cconomic condirions, various types ol lending acuvity, policies, real estate




and orher loan commmitments, and significant changes in the charge-ollacuvinye. Toans are also revie wed [or inpairment based on
disconnared cash Hows nsing the loans” initial effective interest mte or the far valne of the collatera! for cerrain collaterat dependent
feans s provided for under SEAS Neo TR Any ol the above erireria may couse the provison o fuctuare, The provision for
Procamber 20T, 2000, wid 1999 was $0.8 million, 0.2 million, and 511 millon, Fé?:f: Cirowing :i: voltmes ad a
migrsion of credit sk assessoont owards weaker loas prades incdicated the need foran merease inrhe reseeve tor 2008, As
woakness i the coonomy became apparent mihe Tater pare of 200 the proportion « “credits with identificd ﬁ..~.5.:4 igseies wlse
incrcased, The M._._.:,.?,::_ fr Drecembior 31, 2000 was minimal duc w improvenienty in the evalination criterin 2 nit recovenes i the
faeth ter of 2000, The rario of the %..,./,_f.. e pomsible loas Togses o rotal o at Do amiber 31, 2000 and 20040 was 1.3%
tively., (Ao refer to Note | of Notes o Consobdated Financial Staements.
At Docember 31, 20010 the recorded fnvestment o leans that are ¢ ssicercd o be impaired under SPAS Noc 4 was 514
Lo wich were on a nonacerual basis, The relaied resorve for possitile joan losses for those loans was $0.5 million. Ay
21, 2000, e recowded nvesunent in oans that are considered 1o be anpaired nnder SEAS Nen T was 517 million,
The those foany was 51.0 million.

When o Linchuding o loan impaired under SEAS Noo L s classificd as nonaceruad, the aceruad of nweress on sucly 3 doan
o dcontnoed. A low i cassificd as nonacerual when the contractuat pavment of principal or inrerest has become 90 days past
inamement fas sorious doubts aboul the firther collecubiling of principal or inierese, even though the Joan is currentiy
i ming. A loan may remain on acerual status #70s in ihe process of collection and is eitter puaranteed or well seeured, When
£ dew s m..__“.:..c; ent nonsacc il sraris, unpand ver fived 1 mcome i the carrent year is reversed and unpaid interest acerued
% 4] s against “other cxpense.” Inrerest roccived on nonacn Hoans is ather app against principal or
e, accoriding o manageent’s judgiment as to the collectibiting of princypal.

el were on g pomaceriad bast Soted reserve Tor pessible foan fosses i
3

fsratis when the obfigation @ broughr corrent, bas performed inaccordanee with the
tibiliy of the totad contractual prinapal and interest s ne

restored 10 e
ssemable periosd of time, mnd tee elimare

comrachital tering
leaerer 11 dodat,

Telal vash basty, restroctared and nonacerual foans rotal S1.6 million ar Decenbor 31, 20061 and $1.4 milliown ar December
31,2000 and 82,3 midlon st December 31, 1999 and consist wainhy of conmuaeraial toans amad real extare refated conunercial
s, For the vears ended December 31, 2001, 2000 and 1999, nonacerual Joans sesprlred indost imerest incorme of 5002 million
far bl three vears, T mamagement’s vwaluation ,4 the loan portliio risks, ay significant fut
are dependens Lo a large exrent on the ceonomic environment, o specific industey probiems, The Corporation’s rauo of
monperfornting assers o torad foans was 20% as of Decanber 31, 2001 aad 26% as of Decanber 31, 2000,

Ar Decenber 21, 2000 and 2000, the Corporation had no Oler Real Estate Owned (9ORROT). CHAUECY bs usually recorded

“Cher Assers” a0

wicreases 11 nonperiorming leans

marker value, less estimared costs 1o sclly in the sccompaoving consolidated balance she

Trust incomie G.v::.::_} :,.. T:,. 4 mnr seurce of poninterest incomae. Income for the vear ended December 31 2001 ol 513
mthiony was 3008 nollion ov O dess thasy the $401 midtion wed for vear ended December 31, 20000 The fncreasc in ::_.
pumber of sl Wounrs Wi C:“;.S I the decline 1 marken conditions therely lowering the daoilas value of wssels wnder
mamagement, fncome for the year ended December 31, 2000 of 4.4 nilion was 50.4 pnilican or TOO% more than the §4.0
mitlion reportcd for the yvear ended Precember 31 1999, The case 1x attribeted w growtdn in ihe namber off aveomts and
a ligher dollar valoe of wssets under management.

crvive chiarges o demand deposits increased $0.2 million (rom $3.7 willion for rhe vear coded December 31, 2000t 539
witlion for the vear ended Dlecember 31, 2001, The growth was due mainly ro icreises in vanons 1ransacton foes and deposie
service loes, Service charges on demand deposits inercased $0.2 mllion frem $3.5 naflion at Drccembier 31, 1999 v 53.7 il
at Precanber 31, 20040 The realignanient of checking, aceome E.E_sa; resnlredt i an merease of deposiy service fees

Service cruupes on other deposits increased $0.1 million from $1.2 miflion for the year cnded Decanber 31, 2000 ra $1.3
million for the vear ended December 21, 2001 The growth was due maialy ro dicreases i vanons transacion fees and depeosit
service e on ather deposits rematned constant ot 512 million for the vears ended December 31, [999 and 2008

Connnission inceme, which is offser by conmumission eipense, i the p
Becker Associates, Ine and the newhy aceuired Gum Tnsnrance. CConpmission income decreased from $2.8 miltion ar December
212008 o $2.6 million an Precember 31, 20807, a reducrion ol 50,2 million ar 7.3%. This dedline s primarily due to an inerease
in broke .\ch_a_. commission tat was adversely impacted by the decling in the equily markers. Comiission income grew It
7.1 million wl December 31, 1999 10 $2.8 million at Decomber 31, 2000, This is an increase of 0.7 mallion or 33.3%. Vhe
najority of the growth was due o the o company, George Becker Ansociates, e

Cher income i oninrerest related consists mminly of iR ::..::F. and arher miscclaneous types ol tncowne. Orher
noninterest income ol $5,7 million for 2000 i 811 million or 7 ier than the S4.6 mitlion carned in 20000 1n
debit card compensation, cash surrender valizes of bank-owned e insurance polioes and nongualified play aunuastcs ol
conrrburad 1o the prowh. Other nooisierest income of $4.0 mitlion for 20060 s 50.1 million or 2.1% lower wan the $4.7 million
carned i 1990, Any increase in debit card compensation and Bank-Owied Life Tosirance Policy income offsel by a decrease i
o serviving 1oy is the reason for the slight dechue.

Service clarge

mary source ol income for Fin Plan Gronp, George




Sales of inortgage loans during the year ended December 31, 20061 resnited ina gain of $83 thousand as compared w $14
thousand for the vewr eided Tecember 31, 2000, Safes increased due to the farge mimnber u{'rvﬂnal'lt'ings that was a cesult of the
decreasing Jong-term rates during 2001, Saies of mortgage loans doring the year ended December 31, 2000 resulred in o gain of
14 thousand as compared o $51 {h(:umm.ﬂ for the vear ended Decembuer 31, 1999 Tiereasing, long ternn yates dodng, 2004
caused a reduction i loan volume and resuited in fewer sahes.

Uhiring 2008 securitivs toaling .qurcwim;m:h’ $15.9 nullion were sold from the available-for sale p-')rﬂ‘iﬁir) resultiog (1w aer
gain of $150 thousand, Short fren secunitics were sold and veinvested i medinm-term secnritics to wie advanrage of the
steepness of the yield cirve. Puring, 2000, securities woraling approsinzatcly S840 miflion were sold from thy available-fur sale
portfolio or matwred, resubiing, i e net gain ol $4 thoesand, Near maturite govermment seeumties were sold and yeinvested n
bank owned il fnsurance. In 1999, securities toraling approsinsately 5184 milion were sold rom the svallable-tor-saic poriliolio
s sobd andd i s reinvested in ageney seoriics o

or watured ar s net pait of $3 chousand, Shorl renn treasury securities we

toke adwanitage of the steepness of the vield curve and spread between trensuries and mzencies. The toted of debit and equiry

wrurilim heldd in e available-lorsale portolio ws of December 31, 2001 i $238. 1 mitlion varsus § T894 mitlion ar Decernber 31,
2000, Phe acenmwlared other comprehensive Ineome of $3.1 mlliun‘ net of tases, fias beon crediied o shareholders” cquity as of

1')Lr-..unht 31,2001, Accumulared other comprehansn g income of 5(1'_:': miflzon, net of rexes, was credited to sharcholders” equity

- TR e W I b3 RYATATEY
S CH T AZCCITICT b, SV,

The operatng costs of e Corporation are known as nooingerest expense, and include, butare nor inded o, salanes and
benefits, cquipment capense, and occupuncy costs. Expense conlyob i very itgportait e the mamgement of the Corporation, and
every ettt s made te contain and mitmize (e growds of operating cspomses, attempng to provide rechpologioal innevaion
whenever practical, as operaions change er expand. Satorics and benelits ‘decreased $0.9 million or 4.3% Fam $209 mitlion i
2000 1w 24,0 mliium i 2001, Precreases in bones and vomgmisson expense, nongualified peision expense and vacation fiaindivy
acoried are the reason o the redoction. Saaries aid benefits inereased 51,7 malliom or 9% o $ 092 miflion m 1999 10 $20.9
mitling in 20040 Salary inereases of STOE wilbon, whicly include bomises and commisson expense generated by Foe-Pran Groap
and George Becker «\wmms, Ine, acauired in fiscal 2008, conrbuared w this increase. Hn vacation e paid tine off proran
was realigned in 2000 and creared an ingrease i the vacarion liabiity that generared S04 million of addirional expense.

Net ocenpaney expense rematned constant at $2.7 million for dhe vear ended Decembor 31, 2000 and December 31, 2001,
Net occapancy expanse increased $6.2 million or 8.0% (o $2.5 million for the vear ended December 51, 19949 10 82.7 miliion
tow the vear anded Decomber 31, 2000, The new Francoma office and a 1l year's eaponse (o the new supmmnrlul npcmu in
1O99 conuibuted ro the higher expense. Fquipment t.\’pum decreased 304 million from $2.6 milfion in 2000 w0 822 million in
2001, Eguipment expense remained consiant al $2.6 mithon for Decanber 31, 1999 and Decomber 31, 2000.

Orher expenses of $1009 million nereased $1.2 milkon or 12.4% o the year ended December 31, 2000 as compared 1o 897

rended December '3.1 0. Addve 11mmc>” 1;11_1_(_11!3rrrr<5ru ¢ nmmnmm» relarions and stok ot s mmlllu.mnn

nihon oy the Aty

expense all contributed o this incease. (]!hu‘ cepenses of $92.7 million decreased 50,6 millon ov 5.8% for e vear ended December

31, 20003 as compared to STO. million lor the vear ended Plecamber 31,0 19990 A decrease in mlnn:axblt‘. expeitse wnd cortain retail

safes incentivey were posted o salaries and bencfits 1 2000 inscad of imarketng expense in 1999 cantribuied o the deerease,

The provision e meome Laves was $7.0 mifion for the vear ended December 31, 2001, 56.8 million (or the vear ended
Drecentber 31, 2000 and 56,6 mifkon for the vear ended Decomber 31, 1999 The provision (o finceme wxes [or 2000, 2000,
angd 1999 was ar effevrive rates of 26.7%, 28.1%, and 29.5%, respectively, The etfective wax rate refleces the benetitg ol i credits
segerated fom investments i low inenme housing ax projects and weree income from investent of seainoes, loans, and

Lank-tmaned dile nsueance.

anagemnent, in order to peepare Tinivest s Hoanaial ssatersonts i contormity with generally aceepted accounring prinaples,
i required o make estimares and assumpuions that effed the amounts reporred in the Corporation’s fnancial statemenes. There
are uncertainties inherent i making these estimates and assumptions. Corain aivical accousting poticics, discussed below, could
materially efloer the results of operations and financial positiony of the Gorporation shonkd changes in arcomstandes reguire a
chauge in related esrimares o assuimnprions,

Reserves for possible Toan losses are provided using technigues thar specifically identfy projected tosses onimpaired foaos,
estimare probabic Tosses on poals of Tomogencens oans, and estimare e amennt of tnaliocaied reserve necessary 1o account
fear probabie losses that are present i the Jean porttolio but not vet carrenshy identibiable, The adequadies of these reserves are
sensiiive Lo clanges o orent cconomic comditions thar may offect the ability oF borrowers to make contraciual payments as
well as the value of the collateral comminted o secure such pavinenrs. Rapid or snstained downarns iy the ccomomy may require
fncreases 10 rescrves that may tegarively impact rhe corporation’s resulis of operation aikd srreimenes of financial conditon in the

pericals requiiring addiriona) reserves,
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The Corporation accounts for ity interest-rate swap coneraces, in compliance wich STVAS Ne 133, by establishing amd
documenting the effecriveness of rhe instrument in olficting e change in cash Hows of certain prime-rate-based loans held by
the bank. When the eftecriveness of the hedge can be established and adequarely documented. the change in marker value of the
swap is recorded on the balance sheet of the company but only the accrued payiments due under the contract for the aurrent
period are passed threnigh rhe statement ol operadons. Should the company l)«_ unable to document the effecrivencss of all or part
of the cash flow hedge, the change o marken value of i neflective part of the instrumment will need to be marked-ro-market
throeugh the statement of operations, potentially causing material fluctuations i reporied carningy in e period of the change
refatve o conprrable periods. A EF2/731 /701 Univests mterest-rate swap hedges were considered e be ollzeuve,

Intangible assers have been recorded on the books of the Corporation in connectzon with ity acquisitions of Pennview Savings
Bunk, Fin-Plas Group, Univest Brsurance, and several bank branches, These assets, both identiable and wimdentifiable, are subjecr
Ly Lests fur impairment. Changes in the usefind e or cconomic value ol acquired assets nnay require o reduction in the asser value
carried on the financial starements of tie Corporation and a related change in the staremont of operations, Such changes in asset
value could resull Brom o change i market demand for the prodicts or services otfered by an acquired business or by reductons
in the cxpected profin margins thae can be obrained chrough the furure delivery of the uqmlcd procdizet or service line, SFAS No,
142, which takes effect Junuuwry 1, 2002, delines the miethods thar are 1ur_p'r1i':|L tor determining wherher intangible assct valucs
are quﬁminnhlc

1\-_ AIYCSL L%‘.'ﬂ e l[\lL]l]il’ ”l "lﬂ_'i_()}k].,],[ll_(_ \'\fIL[] ‘\j, ;—\,‘
No. TS, Fach ot these designations afloeds ditferent trearment in the starement of {}pt ratioms andd srarement of inancial condiuon
tor market value changes clicelng seourites that are otherwise identical. should evidence emaerge thar indicates 1that management’s
infent or ability ro manage the scourttes as orginally asserted is not supportable, scaarities in the held: roomatoriny o available for
sale designarions may be e categorized so that cither statement of financal position or starement of operations adjustmenss may
be required.

Univesr accounrs for mortgape servicing rehits (o mortgagzes it orignated but subsequently sold in accordance wirh SEAS
Now L As such, the value of the righis we booked as income when they are sold. Phe incorme booked ar sale is the csimated
present valne of the cash tows that will be reccived [row the corrent owner of the mortgaize over its entire fanore term. The term
of a servicing right can be reasonably estimated using prepavinent asswnplions of comparable assets priced in the sccondary
muarker. As morrgagre rares being offered o the public doe 1 Ui Tl of foars servicing righrs rends ra shorten, as borrowery have
increased incentive ro refinance. Shortened loan seevicing, lives require o change in tie value of se servicing rights thar have
already been recorded o be marked doan in the statement of operations of Ui servicing company. This nuy cause a material
change in reported operations for the Corporation depending on the stre of the seevicing, portdolio and the degree ol change in
the propavinent speed of the type and coupon of loans being serviced.
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The Corporation has a retirement plan and supplemental retirement plans that it provides as a benefit to emplovees aod
leroer employees, Determining the adequacy of the funding of these plans may require cstimates of fiture salary rate increases, of
lang, term rates of invesumnont retarn, and the use of an appropriate discount rate tor the obliparton. Changes in these cstmates
Jl‘ld assumpiions dae o chanpes m e ceononie environment or financial markers may resulr in marerial ¢ hmpu in rhe
Caorporation’s report of operation or sitcment of lnancal condition.

Readors af the Corporation’™ lnandal statements shoudd be aware thar the estimates and assumptions vsed in the
Corporation’s corrent [Inancial staternents may need to be updated in future financial preseatations for changes in circumsiances,
business or cconomic condivons i arder wo farly represent the condition of the Corporarion ar that fime.

Prarirg 2001, total assers nereased to $1,260.7 million, a prowth of $56.5 million or 4.7% over the $1,204.7 million in
2004). Interest-bearing deposirs increased $HLG million w S15.7 million as compared w the $5.1 million at Decemnber 31, 2000,
Federal tunds sold decreased $16.1 mitlion to $0.1 million as compared 1o e $16.2 million at Dt_umlm 35, 2000 ”1{)14[ lesans
mereased strnificantly by 5591 million from $739.2 million at December 31, 2000 (0 $798.3 mi .

ONher assels nmt_mul 54 5 milliom due ro the increase in the cash surrendoer v‘nim ot the hmk I nu'l ‘IIL insursoee policies, the
recagnifion of the markel value ollimterest-rate swaps on the balance sheer and rhe acquisition of the Gum Insitrance. The increase
i ddeposits and rhe decrease in foderal Tonds sold provided funds or the increases n Joans.

Total deposits grow from $971.9 nuliion ar December 31, 2008 ro 59981 milion ar December 31, 2001, an increase of
$20.2 million or 2.70%. Deposit growtl was due mainky o an increase in savings acconnts, interest chocking and certain tyvpes of
motey market accounts. Long-werm debt decreased $2.0 million from $26.1 mitlion ar Decomber 31, 2000 w0 $24.1 million a
December 31, 2001,

Sharcholders” cquity incrcased 364 nullion or 5.6% ro 12 1.6 million at December 31, 2001 compared o $115.2 million at
Dccomber 31, 2000, Unrcalized gains on invesunent securities avaitable-for-sale and 111'!1Lallf,ui {aing on interest rare m\-nps‘.
increased orher comprehensive income by 523 mithon. Treasury stock increased ro $33.1 million from $25.1 million ar
Decembaor 31, 20000 On Nevember 22, 2000, the Board of Directors approved the continuation of the Buvback Program fer
another tweo years. This approval allesws the Corporation o buy back up w 5%

b or approxinuely 367,228 shares of its outstanding
common stock in open market or negotinted transacdons, The net number of shares purchased since November 2000 15 318,625,
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Subseguent to December 31, 2001, the Board of Direcrors announced that the Corporation would exrend the stock purchase
Program,

As ol Tanuary 1, 2()()[ the Cogporation adopred Statement No. 133, “Accounting for Derpvarive Instruments and Hedging
Actvities™ (SFAS No. 1335, as amcnded. The Srarement regnires the Corporation 1o recognize all derivatives on the balance sheet
at (air value. Darfvatives that are nor hedges muost be adiusted to Gir value througl income. 1 the degivative s a hedige, depending
oI lhc' tatore nJ the hodge, changes in llu‘ fair value of degivarives will cither be ollser against the change n fhir valoe ol the
lities, o firm commitments through car nmp 7 uuwnm o in orher unnpuhumw income unril Lh( hcclm d
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The primary Rmctions of Asser/aability Management are 1o assire adequare carnings, capital and Hguding while mainaining
an appropriate badance berween inerest-carning, assels and interest beariog Habilides, Tiguiding iaragement involves the ability o
mect cash How :Lquuu‘nulh of cusromers and corporare necds. Interest rare sengiuivity maanageoment seo ks wor avord Huctyatring net
inLerest margius and o onlence consistent growrh of ner interest income throngh pmndw of chianging rates,

Trnivest uses Doth GADP and stnlation rechniques o guantily irs caposure wo incerest e risk, The Corporanion uses GAL
techokques o idennty and monitor long term e exposure and uses o smudation medel wo measure the shory reno mre ceposares.
The Corporation mins various carpings simudation scenarios vo guantify the edflect o dechuing o msing inferest rates on the nel
inLerest margin over o one-year horizon, The simulation uses existing portfolie rate and repricing, information, combined with
assumptions regarding fituce foan and deposit growth, future spreads, prepayments on residential morrigages, and the
discretionary pricing ol non-marurity assets amd fiabiliges.

he Corporation i permitted Lo use Intercst rte swap apreements Lhar convert a portion of ivs floating rate commercial loans to
a fixed rawe basis, tr these swaps, e Corporadon agrees to exchange, at spebicd ntervals, the difference between lixed wind floating
ftorost rates calonlated op an agreed wpon nodonal prinapsl amount. Tnterest eare swaps s which the Corpogarion pavs a Boating,
rate and recebves a fised rate are used o reduce the wnpact of changes e interest rates on the Corporation’ et inrerest hwome.

Ar Decembaer 31, 2000, $30.0 million in notional interese-rate swaps wers antstanding. The contraces entered inro by the
Corporation expire as follows: $10.0 million in notional priscipal amaouar a the st quaster 2002, $10.0 milliow in the second
guarter 2003 and $10.0 nillion in the third goacter 2003, Fhe impact of the interest-rate swaps on pet interest income for the
vear ended December 31, 2001 was a positive $0.4 million and for the vew ended December 31, 2000 o negatve $0.2 million.

The Comporation currene crediv exposure on swaps is mited to te vabue of irerest rare swaps that have become fvorable
tor the Corporation. As of December 31, 2001, the market vahue of interest-rate swaps in a favorable vaie position way $0.5
mitlion, Tlere were no iaterest rate swaps with the marker valoe inan unfavorable posicion. Ar Deceruber 31, 2000, the market
valie of interest-rate swaps in @ favorabie value positon sas SO0 wilfion and the marker value of inferest rare swaps in an

nnfavorable value position was S04 million. Credie risk exists whern the counterparty 1 a dervatve contract with an unrealined

gain faily Lo perlorm according, ro (e terins of the agreement,

rancid intermediary, is exposed e cortain fignidity risks, Tiguidine refers w rhr orporation’s abilivy
1 .
1
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nrargres s Hguidiny risk by measuring asd monitontng i Igoidity sources and estinated lunduw needs.

Cove deposits and cash management repurchase agreement {Repos) have istoricaliv been the most significant funding sorees
foor the Corporation, These depeosits and Repos are generawed from a base of comsumaer, business and public enstomery primur'ih'
Incared in Bucks and Montgomery Counties of 17 t:nm\flmnm The Copporation faces mereased competition for these deposits Fron
3 large arrmay of financial market participanss, inctuding banks, thrifrs, mutuel fands, secusity deaters and others.

Univest supplesnents it core funding with mouey marker funds it holds for the benelit of varfous trust accounts. These funds
are fully collateralized by the banks invesrment portfodio and are ar current meoney market muteal fund raes. "Vhis fanding source
is sulyect to changes in e assed alfocations of the trust accounts.

Univest, throwgl s Saniks, has shord ferm and Jong-iorm aredin facilities with the Federal Homwe Toan Bank of Piisbiirgl
with a maxinum borrowing capading of approsimatelv 51881 million. At December 31, 2001, Univest™s Gutstanding borrowings
under the FULE credie facilities wotaled $24.1 million. The masamim borrowing capacity changes as 2 fineton of the banks®
aqualifying collaieral assers and rhe amount of funds received may be reduced by addivional required purchasces of FHEE stock.

Fhie Corporation muinrains federal fand lines with several correspondent banks rotaling S70 nallier. Ar Pecember 31, 2001,
Univest™s outgranding borrowings under these fnes roraded $16.7 nuliion. Furre availabitity under these lines is subject ro e
policies of tw granring banks and may be withdrawn.

Linivest, through Union, has an available Tine of credit ar the Federal Reserve Bank ol Philadelphia, the amount of whiciy is
dependent wpon Uie bafance of Toans and securiries pledged as collateral. A Decenber 31, 2001, the corporation had ne
ourstanding borrowings under 1his jine,
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Sharcholders” cauiry ar December 31, 2001 was 51216 mallion
STES. 2 million, alse 960 ot toral o

archokders” cquiry of

or B.6% of romal assers compared ror sh
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beir 31, 2001, sha ‘
accynlaned t,nhcr comprehensive income of $3.0 million relared ro the nnrealized seonrity patns, ner of rases; on investment
seanrities availkihle-for-sale awd avccumnlated gaing on inferest-rate swaps, ner of txes, whike sharcholders” equity ar December 31,
2000 includes accumulated other comprehensive inceme of $08 million,

{apiral midelines which banking regulators have adopred assign minimum capiral regoitements for carcaories of assers
depending an thedr assipned risks. The components of visk-based capital are Hier Tand 'lier T Der [s composed of toral
shareholders” equity, excluding the adjustnent for the unrealized securities waimy and Josses, and alser excluding any goodwill
Tier I mcludes the applicable portion ol the reserve lor possible Joan Tosses. Minnmom required woral risk-based capitad 15 §.0%
Under the Iu_]mx‘_lnum Lovest has Tior T eapital ravios of 12 4% and 12.6%, and towad visk based capital racos of 13.0% aud
F39% w Drevensber 31, 2007 and 2000, respectively, These ratios place Umivest i the “wellcapialieed™ catemeonry under
regulatory standards.

()n Jui\f 7i}1 .2[?{}1 th I"IIHHL]J} Au(mlmm_, Stancards Board (FASR) issued Srarement No. 141 = Business Combinations,”
angd Starement Noo b 12.’ *Coodwill and Other Intangible Assers”™ Major prowisions of these Staremaents incinde the following:

= STAS Noo 141 prosesons relanng, wo the mioa measorement and recordiig, of goodwill and itangable wsseus, finanaal
statement presentation, and disclosures are cfleclive loe combinations campleted alter June 30, 2001,

o SPAS Noo 142 0y effceuve o Oseal vears Deginming alter December 15, 2000 Tardy adopton s pormiied Lor corupanics
with lscat vears Deginoing alter March 15, 2001 Do only it tey have nat assaed their first quacier Tinandial statements
pfer Lo adopuion. Regardless of the it adoption dalg, the nonamorization provisions of SUAS No, 142 arg cllcotive
Lusiness combinations and other transacdons complared alter Jone 30, 2001,

The Coporation estinmtes that a decrease of approximarely S50 thonsand in other expenses will be the effect of adopring

rhase new srandards,

four

Lxtending eredit exposes Untvest to credit nsh, whicly i the ssk that the procpat balance of o loan and any relaied wieres
will ot be collecied duce o vhe imabitite ol the boreower to repay the loan. Univest manages credin risk invhe loan poritolio
through adherence to consistenr standards, puidelines and limitations established b rhe Board of Direcrors. Wrirren loan palivies
cstablish underwrining standards, lending fimits aned orher standards or limits as deemed nee exsary aind prudent.

The Toan review department conducts ongoing, independent reviews of the lending, process 1o ensure adherence 1o established
policies and provedures, moniors compliance with applicable Tnes and regulations, provides objective measurement ol the risk
hereant wn e Joan poctolio, and cosores that proper docomentationy exists,

Uhnvest focuses on botdy assessing the Dorrower’s capacity and willingness wo repay and on obtann sutficiene collaweral.
Conmercial and mdusinal loans are generally secured by the bomrower™s assets and by pesonad guaraniees, Commercal real estate
lovans are orgimated primarily within the Bastern Pennsybania marker area and are scoured by developed real estare ar conservative
levan-roevalue ratios and offen by 2 guarantee of the borrowers. Management closely monirors the composition and guoalicy of the
rortal commercial loan portolio o ensure that significant crediv concentrations by borrower or industry do not exist.

Clredie risk in the direer consumer foan portfolio is conmrodled by stricr adherence ro conservative underwriring standards thar
comsider debe-to-income levels and the creditwvorthiness of the borrower and | it secured, collareral values. I the bome equiry loan
porrfolio, combined loan-to-value ratios are ceneralby limited o 80%. Other credit considerations may warrant bigher combined
lean-ro-vatue ratios for approved loans.

LIntvest originares fived rare and adjusrable rare residennial morrgape oans thar are secured by the nnderlying 1 to b family
residenrial properties. Credic risk exposure in this area of lending is minimized by the evalnadon of the credic worrhiness of the
borrower, including debt e couiry ratios, credic scores amd adherence fo urldu\\«nnrw podicics thar emphasize conservative loan-
Lo vidue raios of penceally no more that 80%, Residential moegage loans granted in cxcess of the 80% loan o value ratio criverion
are generally insured by private martgage insurance,

Urvest closely monnors debuquencies as another means ol mamainug Ingh asset quahiny, Collection effores begin afler 2 loan
pavinent 18 massed, by attempuing oo contact all boerowers, T collection attempis fall, Univest will proceed (o gain conrol of any
ared afl collareral i a vmcty manner i ordes te mimmize Tosses. While Bquaidation and recovery efiorts continoe, olficers conrinue
o work with the borrenvers, if appropriare, fo recover all maonies owed ro Ulnivest, Univest monirors dcl:m]nc,m.}, mrends and past
due reports are submirted 1o the Board of Threaiors,
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e Securinies Act of £1933. “:uLh fnrmud Itmlmw, setements arc subjecy o cer Liin risks, tmcertinties and assuimptions, inclading
those ser fortls below, Should one or more of these risks or uneertaintes materadize, or shoehd onderlying assemprions prove
incorrecr, actual results may vary matcrially From those anficipated, estimared, expected or projected. These forward-looking
statements speak only a5 of the dare of the document, The Corporation expressly disclaims any obligation or undertaking 1o publicly
velease any updares or cevisions fo any forward Tooking, sturcment conzained herein we reflect any change inthe Corporation’s
expectanoms with regard to any change in evenrs, condirions or creumstances em which any such statement is based.

Marker sk is The risk of loss from adverse changes i market prices and rates. Inthe course of ity lending and deposit taking
activitics, Ulmivest is subjeet to changes i the econemie valie and Zor carnings porential of these assers and labilities doe to
5. UinivesUs Awsel /T aability Mapement Comuouties (CALMOD) mianages interest rate risk i a manner so s

Loy prronide .uir_quau and predictable carmngs, This is accomplisid through the esrablistment of prodicy limits op maxirnm sk
expositres, as well as the regnlar and rimely monitoving of reparts designed to quantify risk and cerur levels.

Ulnivest tses Doth GAD and sirmolarion techniques o gquantiy ils exposure to terest vate visk. The Coeporation ases GAT
techninues o identf and menitor long-torm rate aeposare and ases a sitnglanion pwsdel 1o measure the short-teem rate
cxposurcs. The Corporation s various carmings simulation scomrios 1o quantdly the elfcer of declining or msing interest rtes on
the net interest rarin over a1 ovear bovizon. The simulation uses existing, portolio rate and repricing information, combined
with assumptions regarding Hiture loan and deposin growth, fuiure spreads, propavments on residential morrgages, wid the
discreviovary pricing of pon-maturity asseis and labilities, "The Corporation is permirred to nse intereserate swaps and mterest-rare
caps /floors with indices thar correlare o on-balunce sheet instruments, @ neaddy irﬁ indivared ner interest senmtivity o Jevels
deemed to be appropriate hased on the Corporation’s cureent cconon outlouk, The cfect of Ue interesrrate swaps What the
bank uses o reduce its carnings volarility due to vate visk is also inchided i rhe rcwlrs el the stnalarion,

AL Deceriber 31, 2001, the simulation, bused upon frward fooking assumprions, projects that Univest™s greatest interest
margiy eNpaspre 1o interest-rate rsk wonld ocenr interest rales nse Grom present levels, Given the agssamptions, @ 200 basis point
parallel shifl n the vield curve applicd on a ramp-up basis would cause Univest’s interest margin, over o D-year horizon, ro be
approximately 0.60% fess thun it would e i markel rares would remain unchanged. Ar December 31,2000, the sinalation
projected it Univest™s greatest inlerest margin expostire 1o interest rare nsk would oveur Winterest rates bad dechined. A 200
Lasis poing parallel shitt i the vield carve applicd o s ramp down asis would cause Unives®s inierest smarging ovee o b-year
horigon, te be approvimaey TS less than owould be if mdﬂu t rates would remain unchanged. Policy innm have been L‘*-.L..‘ll'\]l‘»hx_d
which allow o rolerance {or no more than approximarely a0 3.25% negarive inpact o the imerest margin resulting fream w200 hass
point paralle! viekl curve shift ovee o forward looking F2-month por iod. See Managemends l)m_l_mlnn and Analvsis of Favandcial
Condition and Results of Operations = Net Inrerest Income™ and *Asser/Liability Management, Liguidity™ and the table below;
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476472 167 207 218243
Excess interest carmng, assers (abilimes) SR e e e (32220 153,020 (1207491
Crunulative cxeess interest-carning assers (Labitittes] o T, Co_ 8 (32,2295 sizomel 0

MNosts ey intepest sensitiviy sialsis
e nonieres Deing funds s tho sum af non inerest bering labilities s sharehoide s sty nnimas ponemeereal CHming asscrs.




The folfowing 1able shiows te range of marker vaines of the Corporation’s siock. The Trust Departmcnt of Union Nagoal
Rank and Fraasr Company, serves as the Corporation’s Suwock Transfor Agene and Regisirar and Dividend Disbursement Agent
pursant ro the st powers of watonal banks, The prices shown on this page represent mansacuons between dealers and do nor
incinde rerail markups, markdowns, or commissions.
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*The cast dividends paid por stare Tove eers restatet to give effect o a five percent stock dividernd paid o May 12000,



Univest Corporation of Pennsylvania is 2 financial holding company with banking, and fnancial subsidiarics aperating in

el l't‘ll!]ﬁf,‘]\--:.umi and Dclmvare,

Upien National Bank and Truse Company of Souderton, Pennsylvania has 19 mradivonal ojfices and 8 supormarket braveles
offering 3l normal commercial bank and trust services, and one work sie otfice offering a payroll check cashing, service. Umion
Narional alse provides banking and trust services for the residents and emplovees of T redrement home communinies.

Pennview Savings Bank has 5 offices and emphasizes deposits from the geneea) public and residenrial mortgage loans,
Penmview also provides hansking services at 2 retirement home communitics. Debview, Ine,, i wholly owned subsidiary of
Pennview, is 0 passive investment holding company located in Defaware. Cnivest Financial Services Corporadon, @ subsidiary of
Delview, pumdm varions [inancial manageiment services and insurance produces to wdividuads and businesses within the holding
company’s market area through Univest Invesrments, Inc. (Jormerly Fin-Play Groupd and Univest [nsurance, Tac.

and insritutional equipment e firms gn

Univest Loeasing, Corporgtion ofiees servees of leasing commercial, industrial,
individimly in the sune geographical arca.

Univest Realry Corporation owns and manages real estare for all subsidiaries of the holding company,

Univest Retnsurance Corporation (formerly Univest Tnsurance Company), as a reinsurer, offers lite and disatnlity insurance ro
individuals in connection with credit extended w them by the bank,

Univest Flearonie Services Corporation provides the data processing operation and clecteonic development for wll subsidiarics
of the holding company.

Uiivest Defaware, [ne, is a pagsive investmant halding company kcared in Delaware,

Univest Corporation of Penasylvania stock s mraded over the counter and is generally held by individuals residing within the
marker area of the Corporation as stated sinder Description of Bosiness. The number of shareholders as of Decamber 31, 2001
way 22

The Carporation will provide at no charge a copy of the SEC Torm T8 K annual report for the
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Prue and Frnde Moanigesaerd Tivision,

Coarperate Banbing, Privare Basdloy,
Clanspaper i Longt efrerturenr

T4 North Main Street

Souderton, Pennsvivania F8Y04

205 7201 24068

Flunt Acres Clenter
5006 York Toad
Holicong, Penusvlvanta 18928
215 794 590

2960 Skappack Pike
Worcester, Pennsvhaniy 194960
H1H-R84-84510

Clemens Market

Rowes 202 &0 73

Cienrer Square, Pennsylvama 19422
Gl 2749 3901

321 Main Street
BEast OGreenville, Pennsylvarin [8041
2450797928

5003 Farleysvilie Pike
Tirancentia, Pennsvhania 18924
215721 0707

(11 av LI l 11
Crrcen Pane, Pennsvivania FRUSE
215 234 4511

Clemens Market

Gl Muan Suree

Harlevsville, Petmsvlvata 19438
215 266 048

Routes 113 & 309
Souderton, Penevhaoia 18904
215-721-247 ]

]r:l- orth Main Srreer
Souderton, Pepusylvanin 18904
2a 7212400

503 Iardewswille Pike
Franconta, Pennsvhvaina 18934
2R.721-0707

115 Fast Broad Strect
Matticld, Peansvlvania 12440
215-B55-4040

Clemens Market

Rorite 113 & County Dine Read
Souderion, Mennsvlvama 18904
215 703 9933

Snm neveown Pike
Eulosville, Tennsyvani 18443
215-308- 10060

.:;:'3':; ‘\’\,wr M]m "mLLl Sunte 12
ansdnle, Pennsvivania 14446
15 3

I.
215 362 8855

Clemens Marko
G20 Last Man Street
Lansdale, Pennsvivania 19446
215439750

9o Bethlehen Pike
Finc Texinpron, Pennsvivania 18932
215 K22 530

Routle 0663 8 Weiss Road
Malt iud Square, Pennsvivania TE935
I 5-RA6-42(4

‘-)H(‘} -‘ntrhltrhcrn l‘ilic:
Mountpomervville, Pennsvlvania EY364
I3 HRY.3575

Clemens Market

232 Towen Center

New Briton, Pomsyhvania THR0G]
215-345-8250

A5 Comstitution Avenue

Perkasie, Pennsvlvania [8944
215 257 6007

D Laston Ri ou
limmh_‘ui\flilt_ Pennsvivania 15949
215766 3701

706 North Wales Roud
Monrgomerwille, Pennsylvania 18936
215 362 515{)

li}*a J baringer ’\\mmt
Sitverdale, Pennmsyvhania 18962
215 157 9000

I Woest Broad Streer
Souderto, Pennsvivania 189464
215-721-2400

Cruakerurwn Shopping Plac
Clemiens Market

Routres 313 & 309

Quakertown, Penpnsylvania 18251
215-538-5407

Clemens Market
West Main Srreer 8 Forry Foot Road
Lansdade, Pennsylvania Pl
215-393-9077

415 Main Streel
Sclvvenlesvilie, Pennsyhvania 12473
Ol 287 7811

835 Tawn Avenue
Scllersvifle, Pemsvlvania L8U60
215 257 8060

Lowan Square Shopping Coner
H54 203 York TRead

New Hope, Pennsvivantia 18938
IR BE2-375(

10 West Broad Srreet
Souderton, Pennsvlvania 18964
215.721-2400

50 Penn Avenue
Tetrord, Peimsylvaniy TROGY
215.723-4R15

Fandis Marker

2685 Clounty Line Hoad
Tellovd, Fennsvivania 18U
218-72Y-7412

I8 Wit Main Strect
Frappe, 1P ennsvivania 19426
610454 (1883

5

U] Morth Main Strect
sodecien, Pennayivania 18964

215-721-2112

221 West Main Srreer
Lansdade, Peonsylvania 19440
215-362-70040
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