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b Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
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0 Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File Number
001-09071

BFC Financial Corporation
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Florida 59-2022148
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(954) 940-4900
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Securities registered pursuant to Section 12(b) of the Act:

Class A Common Stock, $.01 par Value Pink Sheet Electronic Quotation Service

(Title of Class) (Name of each exchange on which registered)
Securities registered pursuant to Section 12(g) of the Act:

Class B Common Stock, $.01 par Value OTC BB
(Title of Class) (Name of each exchange on which registered)
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
YES o NO p

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YES o NO p

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YES p NO o
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. p

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):
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Large accelerated filer o Accelerated filer o Non-accelerated filer o Smaller reporting company b
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). YES o NO b
The aggregate market value of the registrant s common stock held by non-affiliates was $21.3 million computed by
reference to the closing price of the registrant s Class A Common Stock on June 30, 2008.
The number of shares outstanding of each of the registrant s classes of common stock, as of March 20, 20009, is as
follows:

Class A Common Stock, $.01 par value, 38,254,389 shares outstanding.

Class B Common Stock, $.01 par value, 6,875,104 shares outstanding.

Documents Incorporated by Reference

Portions of the registrant s Proxy Statement relating to the Annual Meeting of Shareholders are incorporated as Part II1
of this report.
The financial statements of Bluegreen Corporation ( Bluegreen ) are incorporated in Part II of this report and are filed
as an exhibit to this report.
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PART 1

Except for historical information contained herein, the matters discussed in this document contain

forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the
Securities Act ), and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act ), that involve

substantial risks and uncertainties. When used in this document and in any documents incorporated by reference
herein, the words anticipate, believe, estimate, may, intend, expect and similar expressions identify certain of
forward-looking statements. Actual results, performance, or achievements could differ materially from those
contemplated, expressed, or implied by the forward-looking statements contained herein. These forward-looking
statements are based largely on the expectations of BFC Financial Corporation (the Company or BFC ) and are subject
to a number of risks and uncertainties that are subject to change based on factors which are, in many instances, beyond
the Company s control. When considering those forward-looking statements, the reader should keep in mind the risks,
uncertainties and other cautionary statements made in this report. The reader should not place undue reliance on any
forward-looking statement, which speaks only as of the date made. This document also contains information regarding
the past performance of our investments and the reader should note that prior or current performance of investments
and acquisitions is not a guarantee or indication of future performance.

Some factors which may affect the accuracy of the forward-looking statements apply generally to the financial
services, real estate development, resort development and vacation ownership, and restaurant industries, while other
factors apply directly to us. Risks and uncertainties associated with BFC include, but are not limited to:

the impact of economic, competitive and other factors affecting the Company and its subsidiaries, and their
operations, markets, products and services;

adverse conditions in the stock market, the public debt market and other capital markets and the impact of such
conditions on the activities of the Company and its subsidiaries;

the Company s future cash flow may be insufficient to meet its operating needs and the Company may not have
the ability to provide for its ongoing operating requirements;

the performance of entities in which the Company has made investments may not be as anticipated;

BFC is dependent upon dividends from its subsidiaries to fund its operations, dividends are not currently being
paid and may not be paid in the future, and even if paid BFC has historically experienced and may continue to
experience negative cash flow; BFC may need to issue debt or equity securities to fund its operations, and any
such securities may not be issued on favorable terms, if at all;

BFC will be subject to the unique business and industry risks and characteristics of each entity in which an
investment is made; and

BFC shareholders interests may be diluted if additional shares of BFC common stock are issued.
With respect to BFC s subsidiary, BankAtlantic Bancorp, and its subsidiary, BankAtlantic, the risks and
uncertainties include:
the impact of economic, competitive and other factors affecting BankAtlantic Bancorp and its operations,
markets, products and services, including the impact of a continued and deepening recession on its business
generally, its well capitalized regulatory capital ratios, as well as the ability of its borrowers to meet their
obligations and its customers to maintain account balances;

credit risks and loan losses, and the related sufficiency of the allowance for loan losses, including the impact on
the credit quality of BankAtlantic loans (including those held in the asset workout subsidiary of BankAtlantic
Bancorp) of a sustained downturn in the economy and in the real estate market and other changes in the real
estate markets in BankAtlantic s trade area, and where BankAtlantic s collateral is located;
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the risks of additional charge-offs, impairments and required increases in BankAtlantic s allowance for loan
losses;

changes in interest rates and the effects of, and changes in, trade, monetary and fiscal policies and laws
including their impact on the BankAtlantic s net interest margin;

adverse conditions in the stock market, the public debt market and other financial and credit markets and the
impact of such conditions on BankAtlantic Bancorp s activities, including BankAtlantic Bancorp s
3
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ability to raise capital, the value of its assets and on the ability of borrowers to meet their debt obligations and
BankAtlantic s seven-day banking initiatives and other initiatives not resulting in continued growth of core
deposits or increasing average balances of new deposit accounts or producing results which do not justify their
Ccosts;

the success of BankAtlantic Bancorp s expense reduction initiatives and the ability to achieve additional cost
savings;

the impact of periodic valuation testing of goodwill and other assets;

the impact of capital requirements at BankAtlantic Bancorp and BankAtlantic and the risk that they will not be
successful in raising capital at a reasonable cost if at all; and

the OTS and the FDIC have significant discretion in connection with their supervisory and enforcement
activities and examination policies. Any change in such applicable activities or policies, whether by the OTS,
the FDIC or the Congress, could have a material adverse impact on BankAtlantic Bancorp s results and
operations.

With respect to BFC s subsidiary, Woodbridge, the risks and uncertainties include:
the impact of economic, competitive and other factors affecting Woodbridge and its operations;

the market for real estate in the areas where Woodbridge has developments will decline further, and the impact
of market conditions will adversely impact Woodbridge s margins and the fair value of its real estate
inventory;

the impact if the value of the property held by Core Communities declines;
the risk that the development of parcels and master-planned communities will not be completed as anticipated;

the continued declines in the estimated fair value of our real estate inventory will result in additional
write-downs or impairment charges;

the impact of increases in interest rates and availability of credit to buyers of our inventory; resulting in
accelerated principal payments on Woodbridge s debt obligations due to re-margining or curtailment payment
requirements;

the ability to obtain financing and to renew existing credit facilities on acceptable terms, if at all;
Woodbridge s ability to access additional capital on acceptable terms, if at all;

the risks associated with Woodbridge s business strategy, including Woodbridge s ability to successfully make
investments notwithstanding current adverse conditions in the economy and the credit markets; and

Woodbridge s success at managing the risks involved in the foregoing.

In addition to the risks and factors identified above and in PART II, Item 1A of this report, reference is also
made to other risks and factors detailed in reports filed by the Company, BankAtlantic Bancorp and Woodbridge with
the Securities and Exchange Commission. The Company cautions that the foregoing factors are not exclusive.

4
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ITEM 1. BUSINESS
The Company

We are a diversified holding company whose major holdings include controlling interests in BankAtlantic
Bancorp, Inc. and its wholly-owned subsidiaries ( BankAtlantic Bancorp ) and Woodbridge Holdings Corporation
(formerly known as Levitt Corporation) and its wholly-owned subsidiaries ( Woodbridge ) and a noncontrolling interest
in Benihana, Inc., which operates Asian-themed restaurant chains in the United States. As a result of the Company s
position as the controlling shareholder of BankAtlantic Bancorp, BFC is a unitary savings bank holding company
regulated by the Office of Thrift Supervision ( OTS ).

Historically, BFC s business strategy has been to invest in and acquire businesses in diverse industries either
directly or through controlled subsidiaries. BFC believes that the best potential for growth is likely through the growth
of the companies it currently controls and its focus is to provide overall support for its controlled subsidiaries with a
view to the improved performance of the organization as a whole.

As a holding company with controlling positions in BankAtlantic Bancorp and Woodbridge, generally accepted
accounting principles ( GAAP ) requires the consolidation of the financial results of both entities. As a consequence,
the assets and liabilities of both entities are presented on a consolidated basis in BFC s financial statements. However,
except as otherwise noted, the debts and obligations of the consolidated entities are not direct obligations of BFC and
are non-recourse to BFC. Similarly, the assets of those entities are not available to BFC absent a dividend or
distribution. The recognition by BFC of income from controlled entities is determined based on the total percent of
economic ownership in those entities as shown in the table below.

In September 2008, BankAtlantic Bancorp and Woodbridge each completed a one-for-five reverse split of its
common stock. Where appropriate, amounts throughout this document have been adjusted to reflect the reverse stock
splits effected by BankAtlantic Bancorp and Woodbridge. The reverse stock splits did not impact the Company s
proportionate equity interest or voting rights in BankAtlantic Bancorp or Woodbridge. BFC s ownership in
BankAtlantic Bancorp and Woodbridge as of December 31, 2008 was as follows:

Percent
Shares Percent of of
Owned Ownership Vote
BankAtlantic Bancorp
Class A Common Stock 2,389,697 23.30% 12.35%
Class B Common Stock 975,225 100.00% 47.00%
Total 3,364,922 29.96% 59.35%
Woodbridge Holdings Corporation
Class A Common Stock (1) 3,735,392 22.43% 11.89%
Class B Common Stock 243,807 100.00% 47.00%
Total 3,979,199 23.55% 58.89%

(1) BFC s
percentage of
vote includes
1,229,117
shares of
Woodbridge s
Class A
Common Stock
which BFC had
previously
agreed not to
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vote (except in
limited
circumstances)
pursuant to a
letter agreement
requested by
Woodbridge in
connection with
the listing of its
shares on the
NYSE.

The Class A Common Stock of each of BankAtlantic Bancorp and Woodbridge, is entitled to one vote per
share, which in the aggregate represents 53% of the combined voting power of Class A and Class B Common Stock of
the companies. The Class B Common Stock, of each company is owned by BFC and represents the remaining 47% of
the combined vote of the two classes of stock. Because BFC controls more than 50% of the vote of each of
BankAtlantic Bancorp and Woodbridge, they are consolidated in our financial statements instead of carried on an
equity basis.

5
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Our corporate website is www.bfcfinancial.com. The Company s annual report on Form 10-K, quarterly reports
on Form 10-Q, current reports on Form 8-K and all amendments to those reports are available free of charge through
our website, as soon as reasonably practicable after such material is electronically filed with, or furnished to, the
Securities and Exchange Commission ( SEC ). The Company s Internet website and the information contained on or
connected to it are not incorporated into this Annual Report on Form 10-K.

Key Developments in 2008

In May 2008, we were notified by the NYSE Arca, Inc. that we did not meet the continuing listing requirements
of the NYSE Arca as the market value of our publicly held shares was not in excess of $15 million and the average
closing price per share of our Class A Common Stock was not in excess of $1.00 for a consecutive 30 trading-day
period. Pursuant to the rules and regulations of the NYSE Arca, the Company was granted a six-month period to
comply with these continued listing requirements. Because compliance was not achieved within this six-month period
the Company was notified by the NYSE Arca that its Class A Common Stock was suspended from trading on the
NYSE Arca prior to the opening of the market on Tuesday, December 9, 2008. Since, December 9, 2008, BFC s
Class A Common Stock has been quoted on the Pink Sheets Electronic Quotation Service ( Pink Sheets ) under the
ticker symbol BFCF.PK .

In September 2008, BankAtlantic Bancorp and Woodbridge each completed a one-for-five reverse split of its
common stock. The reverse stock splits did not impact the Company s proportionate equity interest or voting rights in
BankAtlantic Bancorp or Woodbridge. Where appropriate, amounts throughout this document have been adjusted to
reflect the reverse stock splits effected by BankAtlantic Bancorp and Woodbridge.

In December 2008, the Company filed an amendment to its Articles of Amendment to the Articles of
Incorporation (the Amendment ) with the State of Florida to amend certain designated relative rights, preferences and
limitations for the Company s 5% Preferred Stock. For additional information see Note 34 of the Notes to the
Consolidated Financial Statements in Item 8 of this report.

In August 2008 and December 2008, BFC purchased an aggregate of 400,000 shares and 323,848 shares,
respectively, of BankAtlantic Bancorp s Class A common stock on the open market for an aggregate purchase price of
$2.8 million and $1.1 million, respectively. BFC s August 2008 and December 2008 acquisitions of BankAtlantic
Bancorp s Class A common stock increased BFC s ownership interest in BankAtlantic Bancorp by approximately 3.6%
in August 2008 and 2.9% in December 2008 and increased BFC s voting interest by approximately 2.1% in
August 2008 and 1.6% in December 2008. The acquisitions of additional shares of BankAtlantic Bancorp have been
accounted for as step acquisitions under the purchase method of accounting. See Note 2 of the Notes to the
Consolidated Financial Statements in Item 8 of this report for further information. BFC may in the future seek to
increase its ownership in BankAtlantic Bancorp but there is no assurance that it will be successful.

On October 21, 2006, the Company s Board of Directors approved the repurchase of up to 1,750,000 shares of
our Class A Common Stock through open market or private transactions at an aggregate cost of no more than
$10 million. The timing and amount of repurchases, if any, will depend on market conditions, share price, trading
volume and other factors, and there is no assurance that the Company will repurchase shares during any period. No
termination date was set for the repurchase program. All shares repurchased by us will be cancelled and retired. In
2008, the Company repurchased in the open market an aggregate of 100,000 shares for an aggregate purchase price of
$54,000 and 1,650,000 shares of the Company s Class A Common Stock remain available for repurchase under the
plan.

BFC s shift in business focus, coupled with more recent economic developments caused the Company to
reconsider its previously disclosed tax planning strategy wherein the Company had intended to sell BankAtlantic
Bancorp Class A Common Stock in order to generate sufficient taxable income to utilize expiring net operating loss
( NOLs ) carryforwards. Because BFC believes that its best long term potential is more likely to occur through the
growth of the companies it controls, BFC s current business strategy is to hold its investment in BankAtlantic Bancorp
indefinitely and no longer intends to pursue such a tax planning strategy. Accordingly, based on the Company s change
in intent as to the expected manner of recovery of its investment in BankAtlantic Bancorp, the Company reversed its
deferred tax liability of $29.3 million during the quarter ended September 30, 2008.

6
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With regard to BFC s deferred tax asset resulting from its NOLs, a valuation allowance was required because
based on available evidence, it was determined that it is more likely than not that all or some portion of the asset will
not be realized, and BFC is not generating sufficient taxable income to utilize the benefit of the deferred tax asset.
Because it is more likely than not that the NOLs included in BFC s deferred tax assets will not be realized, the
Company established a valuation allowance of approximately $28.3 million in 2008.

Developments relating to our subsidiaries, BankAtlantic Bancorp and Woodbridge are discussed below in our
discussion on Financial Services and Real Estate Development.

Business Segments

We report our results of operations through five reportable segments, which are: BFC Activities, BankAtlantic,
BankAtlantic Bancorp Other Operations, Land Division and Woodbridge Other Operations.

The Company s results of operations in BankAtlantic Bancorp are included in our Financial Services activities
and consists of two reportable segments BankAtlantic and BankAtlantic Bancorp Other Operations. The Company s
results of operations in Woodbridge are included in our Real Estate Development activities and consist of two
reportable segments Land Division and Woodbridge Other Operations.

BFC Activities Segment

The BFC Activities segment includes all of the operations and all of the assets owned by BFC other than
BankAtlantic Bancorp and its subsidiaries and Woodbridge and its subsidiaries. Additional information relating to the
BFC Activities segment is included in the information set forth in pages 79 through 84 of Item 7. Management s
Discussion and Analysis of Financial Condition and Results of Operations and Note 4  Segment Reporting of the
Notes to the Consolidated Financial Statements in Item 8 of this report.

The BFC Activities segment operations consist primarily of shared service operations. Pursuant to the terms of
shared service agreements between BFC, BankAtlantic Bancorp and Woodbridge, BFC provides shared service
operations in the areas of human resources, risk management, investor relations, executive office administration and
other services to BankAtlantic Bancorp and Woodbridge. Additionally, BFC provides certain risk management and
administrative services to Bluegreen. The costs of shared services are allocated based upon the usage of the respective
services. This segment also includes BFC s overhead expenses, interest income and dividend income from BFC s
investment in Benihana s convertible preferred stock, the financial results of a venture partnership that BFC controls,
and financial results from BFC/CCC, Inc. (formerly known as Cypress Creek Capital, Inc.) ( BFC/CCC ). BFC s equity
investments include its investment in shares of the Series B Convertible Preferred Stock of Benihana and securities in
the technology sector owned by a partnership that is included in the consolidated financial statements of BFC as a
result of BFC s status as a general partner of that partnership.

Benihana

Benihana is a NASDAQ-listed company with two listed classes of common shares: Common Stock
(BNHN) and Class A Common Stock (BNHNA). BFC owns 800,000 shares of Benihana Series B Convertible
Preferred Stock ( Convertible Preferred Stock ). The Convertible Preferred Stock is convertible into an aggregate of
1,578,943 shares of Benihana s Common Stock at a conversion price of $12.6667, subject to adjustment from time to
time upon certain defined events. Based on the number of currently outstanding shares of Benihana s capital stock, the
Convertible Preferred Stock, if converted, would represent an approximately 19% voting interest and an
approximately 9.4% economic interest in Benihana. Historically, the Company s investment in Benihana s Convertible
Preferred Stock has been classified as investment securities and has been carried at historical cost.

The Convertible Preferred Stock was acquired pursuant to an agreement on June 8, 2004 with Benihana to
purchase an aggregate of 800,000 shares of Convertible Preferred Stock for $25.00 per share. The shares of the
Convertible Preferred Stock have voting rights on an as if converted basis together with Benihana s Common Stock on
all matters put to a vote of the holders of Benihana s Common Stock. The approval of a majority of the holders of the
Convertible Preferred Stock then outstanding, voting as a single class, is required for certain events outside the
ordinary course of business. Holders of the Convertible Preferred Stock are entitled to receive

7
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cumulative quarterly dividends at an annual rate equal to $1.25 per share, payable on the last day of each calendar
quarter. The Convertible Preferred Stock is subject to mandatory redemption at the original issue price plus
accumulated dividends on July 2, 2014 unless the holders of a majority of the outstanding Convertible Preferred Stock
elect to extend the mandatory redemption date to a later date not to extend beyond July 2, 2024. In addition, the
Convertible Preferred Stock may be redeemed by Benihana for a limited period beginning three years from the date of
issue if the price of Benihana s Common Stock is at least $25.33 for sixty consecutive trading days. At December 31,
2008, the closing price of Benihana s Common Stock was $2.10 per share. The market value of the Convertible
Preferred Stock on an as if converted basis at December 31, 2008 would have been approximately $3.3 million.
During the quarter ended December 31, 2008, the Company performed an impairment review of its investment in
Benihana Convertible Preferred Stock to determine if an impairment adjustment was needed. Based on the evaluation
and the review of various qualitative and quantitative factors, including the decline in the underlying trading value of
Benihana s common stock and the redemption provisions, the Company determined that there was an
other-than-temporary decline of approximately $3.6 million, and accordingly, the investment was written down to its
fair value of approximately $16.4 million. Concurrent with management s evaluation of the impairment of this
investment at December 31, 2008, it made the determination to reclassify this investment from investment securities
which are carried at cost to investment securities available for sale in accordance with SFAS No. 115, Accounting for
Certain Investments in Debt and Equity Securities.

In December 2008, the Company filed an amendment to its Articles of Amendment to the Articles of
Incorporation with the State of Florida which requires the Company to redeem shares of the Company s Preferred
Stock with the net proceeds the Company may receive in the event (i) the Company sells any of its shares of Benihana
Preferred Stock, (ii) the Company sells any shares of Benihana s common stock received upon conversion of the
Benihana Preferred Stock or (iii) Benihana redeems any shares of the Benihana Preferred Stock owned by the
Company. Additionally, the Amendment entitles the holders of the Preferred Stock to receive directly from Benihana
certain payments on the shares of Benihana Preferred Stock owned by the Company, in the event the Company
defaults on its obligation to make dividend payments on the Preferred Stock. See Note 34 of the Notes to the
Consolidated Financial Statements in Item 8 of this report for further information.

BFEC__Employees

Management believes that its relations with its employees are satisfactory. The Company currently maintains
employee benefit programs that are considered by management to be generally competitive with programs provided
by other major employers in its markets.

The number of employees at the indicated dates was:

December 31, 2008 December 31, 2007
Full-time Part-time Full-time Part-time
BFC 37 1 47 1

At December 31, 2008, BFC had eight full time employees and one part time employee dedicated to BFC
operations in the Company s executive, administrative and finance areas and twenty nine employees in our shared
services operations in the areas of investor relations, human resources, risk management and executive office
administration. These shared service employees are utilized by the affiliated entities and their costs are allocated to the
affiliated companies based upon their usage of services.

8
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Financial Services
(BankAtlantic Bancorp)
Financial Services Segments
Our Financial Services activities are comprised of the operations of BankAtlantic Bancorp. BankAtlantic
Bancorp presents its results in two reportable segments and its results of operations are consolidated with BFC
Financial Corporation. The only assets available to BFC Financial Corporation from BankAtlantic Bancorp are
dividends when and if declared and paid by BankAtlantic Bancorp. BankAtlantic Bancorp is a separate public
company and its management prepared the following Item 1. Business regarding BankAtlantic Bancorp which was
included in BankAtlantic Bancorp s Annual Report on Form 10-K for the year ended December 31, 2008 filed with
the Securities and Exchange Commission. Accordingly, references to the Company , we , us , our or
Parent Company in the following discussion under the caption Financial Services are references to
BankAtlantic Bancorp and its subsidiaries, and are not references to BFC Financial Corporation.
BankAtlantic Bancorp _the Company
We are a Florida-based bank holding company and own BankAtlantic and its subsidiaries. BankAtlantic
provides a full line of products and services encompassing retail and business banking. We report our operations
through two business segments consisting of BankAtlantic and BankAtlantic Bancorp, the Parent Company. Detailed
operating financial information by segment is included in Note 30 to the Company s consolidated financial statements.
On February 28, 2007, the Company completed the sale to Stifel Financial Corp. ( Stifel ) of Ryan Beck Holdings, Inc.
( Ryan Beck ), a subsidiary engaged in retail and institutional brokerage and investment banking. As a consequence,
the Company exited this line of business and the results of operations of Ryan Beck are presented as Discontinued
Operations in the Company s consolidated financial statements for the years ended December 31, 2007 and 2006.
Our Internet website address is www.bankatlanticbancorp.com. Our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports are available free of charge
through our website, as soon as reasonably practicable after such material is electronically filed with, or furnished to,
the SEC. Our Internet website and the information contained in or connected to our website are not incorporated into,
and are not part of this Annual Report on Form 10-K.
As of December 31, 2008, we had total consolidated assets of approximately $5.8 billion and stockholders
equity of approximately $244 million.
BankAtlantic
BankAtlantic is a federally-chartered, federally-insured savings bank organized in 1952. It is one of the largest
financial institutions headquartered in Florida and provides traditional retail banking services and a wide range of
business banking products and related financial services through a network of more than 100 branches or stores in
southeast and central Florida and the Tampa Bay area, primarily in the metropolitan areas surrounding the cities of
Miami, Ft. Lauderdale, West Palm Beach and Tampa, which are located in the heavily-populated Florida counties of
Miami-Dade, Broward, Palm Beach, Hillsborough and Pinellas.
BankAtlantic s primary business activities include:
attracting checking and savings deposits from individuals and business customers,

originating commercial real estate, middle market, consumer and small business loans,
purchasing wholesale residential loans, and

investing in mortgage-backed securities, tax certificates and other securities.
BankAtlantic s business strategy
BankAtlantic is currently focusing its efforts in the following areas:
Continuing the Bank s Florida s Most Convenient Bank Initiative. BankAtlantic began its Florida s
Most Convenient Bank initiative in 2002, when it introduced seven-day banking in
9
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Financial Services

(BankAtlantic Bancorp)
Florida. This banking initiative resulted in a significant increase in core deposits (demand deposit
accounts, NOW checking accounts and savings accounts). BankAtlantic s core deposits increased from
approximately $600 million as of December 31, 2001 to $2.2 billion as of December 31, 2008. We believe
the competitive market for deposits, the impact of the recession on our customers as well as reduced
confidence in the banking system negatively impacted the growth of core deposits, which at December 31,
2008 declined by $151.0 million or 7% from December 31, 2007. While we believe that the decrease is a
reflection of what is happening in the market generally, we are implementing strategies which we believe
will enhance customer loyalty with our current customers and attract new customers in an effort to
increase our core deposit balances.

Maintaining and Strengthening our Capital Position. BankAtlantic exceeded all applicable regulatory

capital requirements and was considered a well capitalized financial institution at December 31, 2008. See
Regulation and Supervision  Capital Requirements for an explanation of capital standards. Management

has implemented initiatives with a view to preserving capital in response to the current recessionary

economic environment. These initiatives include reducing assets as a result of loan and securities

repayments in the ordinary course, eliminating cash dividends to the Parent Company, consolidating

back-office facilities, decreasing store and call center hours, reducing staffing levels and marketing

expenses, selling its central Florida stores, delaying its retail network expansion, and pursuing efforts to

improve other operational efficiencies.

Managing Credit Risk. BankAtlantic believes that its underwriting policies and procedures are structured
to enable it to offer products and services to its customers while minimizing its exposure to credit risk.
However, the economic recession and the substantial decline in real estate values throughout the United
States, and particularly in Florida, have had an adverse impact on the credit quality of our loan portfolio.
In response, BankAtlantic has attempted to address credit risk through steps which include:
o  Specifically monitored certain commercial and residential land acquisition, development and
construction loans and related collateral;

o Focused efforts and enhanced staffing relating to loan work-outs and collection processes;
o  Suspended the origination of land and residential acquisition, development and construction loans;

o  Transferred $101.5 million of non-performing commercial real estate loans to the Parent Company
in March 2008;

o  Substantially reduced home equity loan originations based on the implementation of new
underwriting requirements;

o Terminated certain home equity loan unused lines of credit based on declines in borrower credit
scores or the value of loan collateral; and

o Increased the frequency of targeted loan reviews.
Reducing Operating Expenses. Management continued initiatives to decrease operating expenses during
2008, including lowering advertising and marketing expenditures, exiting the Orlando market, reducing
store hours, shortening call center hours, reducing staffing levels, renegotiating vendor contracts,
outsourcing certain back-office functions, and consolidating back-office operations. During 2009,
management intends to seek to further reduce costs in a manner which does not materially impact the
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quality of customer service. BankAtlantic is also continuing to evaluate its products and services as well
as its delivery systems and back-office support infrastructure with a view to providing cost effective and
profitable products and services to its customers.

10

Table of Contents

17



Edgar Filing: BFC FINANCIAL CORP - Form 10-K

Table of Contents

Financial Services

(BankAtlantic Bancorp)
Diversification of BankAtlantic s Loan Portfolio. BankAtlantic is focused on the diversification of its
loan portfolio. During 2009 BankAtlantic intends to seek to generate a greater percentage of small
business and middle market commercial non-mortgage loans through its retail and lending network. As
middle market and small business loans grow, we expect that commercial real estate loan portfolio
balances and residential mortgage loans will decline during 2009 through the scheduled repayment of
existing loans and significant reductions in commercial real estate loan originations.

Loan Products

BankAtlantic offers a number of lending products to its customers. Historically, primary lending products have
included residential loans, commercial real estate loans, commercial business loans, consumer loans and small
business loans.

Residential: Historically, BankAtlantic has purchased residential loans in the secondary markets that have been
originated by other institutions. These loans, which are serviced by independent servicers, are secured by properties
located throughout the United States. When BankAtlantic purchases residential loans, it evaluates the originator s
underwriting of the loans and, for most individual loans, performs confirming credit analyses. Residential loans are
typically purchased in bulk and are generally non-conforming loans under agency guidelines due to the size of the
individual loans. BankAtlantic sets general guidelines for loan purchases relating to loan amount, type of property,
state of residence, loan-to-value ratios, the borrower s sources of funds, appraised amounts and loan documentation,
but actual purchases will generally reflect availability and market conditions, and may vary from BankAtlantic s
general guidelines. The weighted average FICO credit scores and loan-to-value ratios (calculated at the time of
origination) of purchased loans outstanding as of December 31, 2008 was 742 and 68%, respectively, and the original
back end debt ratio was a weighted average of 33%. Included in these purchased residential loans are interest-only
loans. These loans result in possible future increases in a borrower s loan payments when the contractually required
repayments increase due to interest rate adjustments and when required amortization of the principal amount
commences. These payment increases could affect a borrower s ability to repay the loan and lead to increased defaults
and losses. At December 31, 2008, BankAtlantic s residential loan portfolio included $980 million of interest-only
loans, $44.8 million of which will become fully amortizing and have interest rates reset in 2009. The credit scores and
loan-to-value ratios for interest-only loans are similar to amortizing loans. BankAtlantic has attempted to manage the
credit risk associated with these loans by limiting purchases of interest-only loans to those originated to borrowers that
it believes to be credit worthy, with loan-to-value and total debt to income ratios within agency guidelines.
BankAtlantic does not purchase sub-prime, option-arm, pick-a-payment or negative amortizing residential loans.
Loans in the purchased residential loan portfolio generally do not have prepayment penalties.

BankAtlantic also originates residential loans to customers that are then sold on a servicing released basis to a
correspondent. It also originates and holds certain residential loans, which are made primarily to low to moderate
income borrowers in accordance with requirements of the Community Reinvestment Act. The underwriting of these
loans generally follows government agency guidelines and independent appraisers typically perform on-site
inspections and valuations of the collateral. The outstanding balance of the loans in this portfolio at December 31,
2008 was $70 million.

Commercial Real Estate: BankAtlantic provides commercial real estate loans for acquisition, development and
construction of various types of properties including office buildings and retail shopping centers. BankAtlantic also
provides loans to acquire or refinance existing income-producing properties. These loans are primarily secured by
property located in Florida. Commercial real estate loans are generally originated in amounts based upon the appraised
value of the collateral or estimated cost to construct, generally have a loan to value ratio at the time of origination of
less than 80%, and generally require that one or more of the principals of the borrowing entity guarantee these loans.
Most of these loans have variable interest rates and are indexed to either prime or LIBOR rates.

Historically, we made three categories of commercial real estate loans that we believe have resulted in
significant exposure to BankAtlantic based on declines in the Florida residential real estate market. We discontinued
the origination of these loan products in 2007. These categories are builder land bank loans, land
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acquisition and development loans, and land acquisition, development and construction loans. The builder land bank
loan category consists of land loans to borrowers who have or had land purchase option agreements with regional
and/or national builders. These loans were originally underwritten based on projected sales of the developed lots to
the builders/option holders, and timely repayment of the loans is primarily dependent upon the sale of the property
pursuant to the options. If the lots are not sold as originally anticipated, BankAtlantic anticipates that the borrower
may not be in a position to service the loan, with the likely result being an increase in nonperforming loans and loan
losses in this category. The land acquisition and development loan category consists of loans secured by residential
land which was intended to be developed by the borrower and sold to homebuilders. We believe that the underwriting
on these loans was generally more stringent than builder land bank loans, as an option agreement with a regional or
national builder did not exist at the origination date. The land acquisition, development and construction loans are
secured by residential land which was intended to be fully developed by the borrower who also might have plans to
construct homes on the property. These loans generally involved property with a longer investment and development
horizon, are guaranteed by the borrower or individuals and/or are secured by additional collateral or equity such that it
is expected that the borrower will have the ability to service the debt for a longer period of time.

BankAtlantic has historically sold participations in commercial real estate loans that it originated, and
administers the loan and provides participants periodic reports on the progress of the project for which the loan was
made. Major decisions regarding the loans are made by the participants on either a majority or unanimous basis. As a
result, BankAtlantic generally cannot significantly modify the loans without either majority or unanimous consent of
the participants. BankAtlantic s sale of loan participations has the effect of reducing its exposure on individual projects
and was required in some cases, in order to comply with the regulatory loans to one borrower limitations.
BankAtlantic has also purchased commercial real estate loan participations from other financial institutions and in
such cases BankAtlantic may not be in a position to control decisions made with respect to the loans.

Commercial Business: BankAtlantic generally makes commercial business loans to medium sized companies in
Florida. It lends on both a secured and unsecured basis, although the majority of its loans are secured. Commercial
business loans are typically secured by the receivables, inventory, equipment, real estate, and/or general corporate
assets of the borrowers. Commercial business loans generally have variable interest rates that are prime or
LIBOR-based. These loans are typically originated for terms ranging from one to five years.

Standby Letters of Credit and Commitments: Standby letters of credit are conditional commitments issued by
BankAtlantic to guarantee the performance of a customer to a third party. The credit risk involved in issuing letters of
credit is the same as extending loans to customers. BankAtlantic may hold certificates of deposit, liens on corporate
assets and liens on residential and commercial property as collateral for letters of credit. BankAtlantic issues
commitments for commercial real estate and commercial business loans.

Consumer: Consumer loans primarily consist of loans to individuals originated through BankAtlantic s retail
network. Approximately 90% of originations are home equity lines of credit secured by a first or second mortgage on
the primary residence of the borrower. Approximately 20% of home equity lines of credit balances are secured by a
first mortgage on the property. Home equity lines of credit have prime-based interest rates and generally mature in
15 years. Other consumer loans generally have fixed interest rates with terms ranging from one to five years. The
credit quality of consumer loans is adversely impacted by increases in the unemployment rate and declining real estate
values. During 2008, BankAtlantic experienced higher than historical losses in this portfolio as a result of
deteriorating economic conditions. In an attempt to address this issue, BankAtlantic has adopted more stringent
underwriting criteria for consumer loans which has the effect of significantly reducing consumer loan originations.

Small Business: BankAtlantic originates small business loans to companies located primarily in markets within
BankAtlantic s store network. Small business loans are primarily originated on a secured basis and generally do not
exceed $1.0 million for non-real estate secured loans and $2.0 million for real estate secured loans. These loans are
generally originated with maturities ranging from one to three years or upon demand; however, loans collateralized by
real estate could have terms of up to fifteen years. Lines of credit extended to small businesses are due upon demand.
Small business loans have either fixed or variable prime-based interest rates. During 2009, BankAtlantic intends to
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The composition of the loan portfolio was (in millions):

As of December 31,
2008 2007 2006 2005 2004
Amount Pct Amount Pct Amount Pct Amount Pct Amount Pct
Loans
receivable:
Real estate
loans:

Residential $1,930 4534 2,156 47.66 2,151 46.81 2,030 4392 2,057 45.16%
Consumer

home equity 719 16.89 676 14.94 562 12.23 514 11.12 457 10.03
Construction

and

development 301 7.07 416 9.20 475 10.34 785 16.99 766 16.82
Commercial 930 21.85 882 19.49 973 21.17 979 21.18 1,004 22.04

Small business 219 5.14 212 4.69 187 4.07 152 3.29 124 2.72
Loans to Levitt

Corporation 0.00 0.00 0.00 0.00 9 0.20
Other loans:

Commercial

business 143 3.36 131 2.90 157 3.42 88 1.90 93 2.04

Small business
non-mortgage 108 2.54 106 2.34 98 2.13 83 1.80 67 1.47

Consumer 26 0.61 31 0.68 26 0.57 27 0.59 18 0.40
Residential

loans held for

sale 3 0.07 4 0.09 9 0.20 3 0.06 5 0.11
Total 4379 102.87 4,614 101.99 4,638 100.94 4,661 100.85 4,600 100.99
Adjustments:

Unearned

discounts

(premiums) 3) -0.07 4) -0.09 (D) -0.02 2) -0.04 (D) -0.02
Allowance for

loan losses 125 2.94 94 2.08 44 0.96 41 0.89 46 1.01

Total loans
receivable, net  $4,257 100.00 4,524 100.00 4,595 100.00 4,622 100.00 4,555 100.00%

At March 31, 2008, BankAtlantic transferred $101.5 million of non-performing commercial loans to a
subsidiary of the Parent Company.

Included in BankAtlantic s commercial, construction and development loan portfolio was the following (in
millions):

As of December 31,
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2008

Builder land bank loans $ 62
Land acquisition and development loans 166
Land acquisition, development and construction loans 76
$ 304

Total commercial residential development loans (1)

(1) At March 31,
2008,
$101.5 million
of
non-performing
loans were
transferred to a
subsidiary of the
Parent
Company.

I[nvestments

2007
150
202
151

503

Securities Available for Sale: BankAtlantic invests in obligations of, or securities guaranteed by the U.S.

government or its agencies, such as mortgage-backed securities and real estate mortgage investment conduits

(REMICs), which are accounted for as securities available for sale. BankAtlantic s securities available for sale
portfolio at December 31, 2008 reflects a decision to seek high credit quality and securities guaranteed by government
sponsored enterprises in an attempt to minimize credit risk in its investment portfolio to the extent possible. The
available for sale securities portfolio serves as a source of liquidity while at the same time provides a means to

moderate the effects of interest rate changes. The decision to purchase and sell securities from time to time is based

upon a current assessment of the economy, the interest rate environment, and capital and liquidity strategies and

requirements. BankAtlantic s investment portfolio does not include credit default swaps, commercial
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paper, collateralized debt obligations, structured investment vehicles, auction rate securities or equity securities in
Fannie Mae or Freddie Mac.

Tax Certificates: Tax certificates are evidences of tax obligations that are sold through auctions or bulk sales by
various state and local taxing authorities. Certain municipalities bulk sale their entire tax certificates for the prior year
by auctioning the portfolio to the highest bidder instead of auctioning each property. The tax obligation arises when
the property owner fails to timely pay the real estate taxes on the property. Tax certificates represent a priority lien
against the real property for the delinquent real estate taxes. The minimum repayment to satisfy the lien is the
certificate amount plus the interest accrued through the redemption date, plus applicable penalties, fees and costs. Tax
certificates have no payment schedule or stated maturity. If the certificate holder does not file for the deed within
established time frames, the certificate may become null and void and lose its value. BankAtlantic s experience with
this type of investment has generally been favorable because the rates earned are generally higher than many
alternative investments and substantial repayments typically occur over a one-year period. During 2008, BankAtlantic
discontinued acquiring tax certificates through bulk sale auctions as it experienced higher than historical losses on
legacy bulk purchased tax certificates which included properties in distressed areas outside the State of Florida.

Derivative Investments: From time to time, based on market conditions, BankAtlantic writes call options on
recently purchased agency securities ( covered calls ). Management pursues this periodic investment strategy when it
believes it will generate non-interest income or alternatively, the acquisition of agency securities on desirable terms.
BankAtlantic had no derivative investments outstanding as of December 31, 2008.

The composition, yields and maturities of BankAtlantic s securities available for sale, investment securities and
tax certificates were as follows (dollars in thousands):

Corporate
Mortgage- Bond Weighted
Tax Tax-Exempt Backed and Average
Certificates Securities Securities Other Total Yield

December 31, 2008
Maturity: (1)
One year or less $224,434 224,434 6.68%
After one through five
years 101 250 351 3.98
After five through ten
years 36,885 36,885 5.16
After ten years 662,238 662,238 4.77
Fair values (2) $224,434 699,224 250 923,908 5.25%
Amortized cost (2) $213,534 687,344 250 901,128 6.00%
Weighted average yield
based on fair values 6.68 4.79 4.30 5.25
Weighted average
maturity (yrs) 1.0 23.95 1.67 18.50
December 31, 2007
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Fair values (2) $188,401 788,461 681 977,543 5.90%
Amortized cost (2) $188,401 785,682 685 974,768 6.06%
December 31, 2006

Fair values (2) $195,391 397,244 361,750 675 955,060 6.17%
Amortized cost (2) $195,391 397,469 365,565 685 959,110 6.05%

(1) Except for tax
certificates,
maturities are
based upon
contractual
maturities. Tax
certificates do
not have stated
maturities, and
estimates in the
above table are
based upon
historical
repayment
experience
(generally 1 to
2 years).

(2) Equity and tax
exempt
securities held
by the Parent
Company with a
cost of
$3.6 million,
$162.6 million,
and
$88.6 million
and a fair value
of $4.1 million,
$179.5 million,
and
$99.9 million, at
December 31,
2008, 2007 and
2006,
respectively,
were excluded
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A summary of the amortized cost and gross unrealized appreciation or depreciation of estimated fair value of
tax certificates and investment securities and available for sale securities follows (in thousands):

December 31, 2008 (1)

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Appreciation  Depreciation Fair Value

Tax certificates and investment securities:

Tax certificates:

Cost equals market $213,534 10,900 224,434
Securities available for sale:

Investment securities:

Cost equals market 250 250
Market over cost

Cost over market

Mortgage-backed securities :

Cost equals market

Market over cost 654,199 12,863 667,062
Cost over market 33,145 983 32,162
Total $901,128 23,763 983 923,908

1) The above table

excludes Parent

Company equity

securities with a

cost of

$3.6 million and

a fair value of

$4.1 million at

December 31,

2008. At

December 31,

2008, equities

held by

BankAtlantic

with a cost of

$0.8 million and

a fair value of

$0.8 million was

excluded from

the above table.

Deposit products and borrowed funds:
Deposits: BankAtlantic offers checking and savings accounts to individuals and business customers. These

include commercial demand deposit accounts, retail demand deposit accounts, savings accounts, money market
accounts, certificates of deposit, various NOW accounts and IRA and Keogh retirement accounts. BankAtlantic also
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obtains deposits from brokers and municipalities. BankAtlantic solicits deposits from customers in its geographic
market through marketing and relationship banking activities primarily conducted through its sales force and store
network. BankAtlantic primarily solicits deposits at its branches (or stores) through its Florida s Most Convenient
Bank initiative. During 2008, BankAtlantic began participating in the Certificate of Deposit Account Registry

Services ( CDARS ) program. This program allows BankAtlantic to offer to its customers federally insured deposits up
to $50 million. BankAtlantic has also elected to participate in the FDIC s Transaction Account Guarantee Program
whereby the FDIC through December 31, 2009 fully insures BankAtlantic s entire portfolio of non-interest bearing
deposits, and interest-bearing deposits with rates at or below fifty basis points and, subject to applicable terms, insures
up to $250,000 of other deposit accounts. See note 13 to the Notes to Consolidated Financial Statements for more
information regarding BankAtlantic s deposit accounts.

Federal Home Loan Bank ( FHLB ) Advances: BankAtlantic is a member of the FHLB of Atlanta and can
obtain secured advances from the FHLB of Atlanta. These advances can be collateralized by a security lien against its
residential loans, certain commercial loans and its securities. In addition, BankAtlantic must maintain certain levels of
FHLB stock based upon outstanding advances. See note 14 to the Notes to Consolidated Financial Statements for
more information regarding BankAtlantic s FHLB Advances.

Other Short-Term Borrowings: BankAtlantic s short-term borrowings consist of securities sold under
agreements to repurchase, treasury tax and loan borrowings, term auction facilities, and federal funds.

Securities sold under agreements to repurchase include a sale of a portion of its current investment portfolio
(usually mortgage-backed securities and REMICs) at a negotiated rate and an agreement to repurchase the
same assets on a specified future date. BankAtlantic issues repurchase agreements to institutions and to its
customers. These transactions are collateralized by securities in its investment portfolio but are not insured by
the FDIC. See note 16 to the Notes to Consolidated Financial Statements for more information
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regarding BankAtlantic s Securities sold under agreements to repurchase borrowings.

Treasury tax and loan borrowings represent BankAtlantic s participation in the Federal Reserve Treasury
Investment Program. Under this program the Federal Reserve places funds with BankAtlantic obtained from
treasury tax and loan payments received by financial institutions. See note 15 to the Notes to Consolidated
Financial Statements for more information regarding BankAtlantic s Treasury tax and loan borrowings.

Federal funds borrowings occur under established facilities with various federally-insured banking institutions
to purchase federal funds. We also have a borrowing facility with various federal agencies which may place
funds with us at overnight rates. BankAtlantic uses these facilities on an overnight basis to assist in managing
its cash requirements. These advances are collateralized by a security lien against its consumer loans. See note
15 to the Notes to Consolidated Financial Statements for more information regarding BankAtlantic s federal
funds borrowings.

Term auction facilities represent short term borrowings from the Federal Reserve System. These borrowings
are collateralized by securities available for sale and are generally at federal fund interest rates which have
been lower interest rates than alternative borrowings. See note 15 to the Notes to Consolidated Financial
Statements for more information regarding BankAtlantic s term auction facilities borrowings.

BankAtlantic s other borrowings have floating interest rates and consist of a mortgage-backed bond and

subordinated debentures. See note 17 to the Notes to Consolidated Financial Statements for more information

regarding BankAtlantic s other borrowings.
Parent Company

The Parent Company ( Parent ) operations primarily consist of financing of the capital needs of BankAtlantic and
its subsidiaries and management of the asset work-out subsidiary and other investments. In March 2008, the Parent
Company used a portion of its proceeds obtained from the Ryan Beck sale to Stifel to form an asset work-out
subsidiary which purchased from BankAtlantic $101.5 million of non-performing loans at BankAtlantic s carrying
value. The work-out subsidiary has entered into an agreement with BankAtlantic to service the transferred
non-performing loans. The Parent also has arrangements with BFC Financial Corporation ( BFC ) for BFC to provide
certain human resources, insurance management, investor relations, and other administrative services to the Parent and
its subsidiaries. The Parent obtains its funds from issuances of equity and debt securities, proceeds from sales of
investment securities, returns on portfolio investments, repayments and pay downs of loans in its workout subsidiary
and dividends from its subsidiaries. The Parent provides funds to its subsidiaries as capital contributions for general
corporate purposes. The largest expense of the Parent Company is interest expense on junior subordinated debentures
issued in connection with trust preferred securities. The Company has the right to defer quarterly payments of interest
on the junior subordinated debentures for a period not to exceed 20 consecutive quarters without default or penalty. In
February and March 2009, the Company notified the trustees under its junior subordinated debentures that it has
elected to defer its quarterly interest payments. During the deferral period, the respective trusts will likewise suspend
the declaration and payment of dividends on the trust preferred securities. Additionally, during the deferral period, the
Company will not pay dividends on or repurchase its common stock. The Parent Company deferred the interest and
dividend payments in order to preserve its liquidity in response to current economic conditions.
16
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The Company had the following cash and investments as of December 31, 2008. There is no assurance that
these investments will maintain the estimated fair value indicated on the table below or that we would receive
proceeds equal to estimated fair value upon the liquidation of these investments.

As of December 31, 2008
Gross Gross
Carrying Unrealized Unrealized Estimated
(in thousands) Value Appreciation Depreciation  Fair Value
Cash and cash equivalents $37,116 37,116
Equity securities 1,597 1,597
Private investment securities 2,036 467 2,503
Total $40,749 467 41,216

The Company anticipates receiving additional funds currently estimated at $9.1 million during 2009 as an
earn-out payment associated with the sale of Ryan Beck to Stifel.

The Parent Company s work-out subsidiary holds the following commercial loans with outstanding balances as
of December 31, 2008 by loan category as follows:

(in millions) Amount
Builder land bank loans $ 22
Land acquisition and development loans 17
Land acquisition, development and construction loans 29
Commercial 14
Total commercial loans $ 82
Employees

Management believes that its relations with its employees are satisfactory. The Company currently maintains
comprehensive employee benefit programs that are considered by management to be generally competitive with
programs provided by other major employers in its markets.

The number of employees at the indicated dates was:

December 31, 2008 December 31, 2007
Full- Part- Full- Part-
Time time time time
BankAtlantic Bancorp 6 7
BankAtlantic 1,698 143 2,207 355
Total 1,704 143 2,214 355

Competition
The banking and financial services industry is very competitive and is in a transition period. The financial

services industry is experiencing a severe downturn and there is increased competition in the marketplace. We expect
continued consolidation in the financial service industry creating larger financial institutions. Our primary method of
competition is emphasis on relationship banking, customer service and convenience, including our Florida s Most
Convenient Bank and Local Market Management initiatives.
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We face substantial competition for both loans and deposits. Competition for loans comes principally from
other banks, savings institutions and other lenders. This competition could decrease the number and size of loans that
we make and the interest rates and fees that we receive on these loans.

We compete for deposits with banks, savings institutions and credit unions, as well as institutions offering
uninsured investment alternatives, including money market funds and mutual funds. These competitors may offer
higher interest rates than we do, which could decrease the deposits that we attract or require us to increase our rates to
attract new deposits. Increased competition for deposits could increase our cost of funds, reduce our net interest
margin and adversely affect our results of operations.

Regulation and Supervision
Holding Company

We are a unitary savings and loan holding company within the meaning of the Home Owners Loan Act, as
amended, or HOLA. As such, we are registered with the Office of Thrift Supervision, or OTS, and are subject to OTS
regulations, examinations, supervision and reporting requirements. In addition, the OTS has enforcement authority
over us. Among other things, this authority permits the OTS to restrict or prohibit activities that are determined to be a
serious risk to the financial safety, soundness or stability of a subsidiary savings bank.

HOLA prohibits a savings bank holding company, directly or indirectly, or through one or more subsidiaries,
from:

acquiring another savings institution or its holding company without prior written approval of the OTS;

acquiring or retaining, with certain exceptions, more than 5% of a non-subsidiary savings institution, a
non-subsidiary holding company, or a non-subsidiary company engaged in activities other than those permitted
by HOLA; or

Acquiring or retaining control of a depository institution that is not insured by the FDIC.

In evaluating an application by a holding company to acquire a savings institution, the OTS must consider the
financial and managerial resources and future prospects of the company and savings institution involved the effect of
the acquisition on the risk to the insurance funds, the convenience and needs of the community and competitive
factors.

As a unitary savings and loan holding company, we generally are not restricted under existing laws as to the
types of business activities in which we may engage, provided that BankAtlantic continues to satisfy the Qualified
Thrift Lender, or QTL, test. See Regulation of Federal Savings Banks QTL Test for a discussion of the QTL
requirements. If we were to make a non-supervisory acquisition of another savings institution or of a savings
institution that meets the QTL test and is deemed to be a savings institution by the OTS and that will be held as a
separate subsidiary, then we would become a multiple savings and loan holding company within the meaning of
HOLA and would be subject to limitations on the types of business activities in which we can engage. HOLA limits
the activities of a multiple savings institution holding company and its non-insured institution subsidiaries primarily to
activities permissible for bank holding companies under Section 4(c) of the Bank Holding Company Act, subject to
the prior approval of the OTS, and to other activities authorized by OTS regulation.

Transactions between BankAtlantic, including any of BankAtlantic s subsidiaries, and us or any of
BankAtlantic s affiliates, are subject to various conditions and limitations. See Regulation of Federal Savings Banks
Transactions with Related Parties. BankAtlantic must seek approval from the OTS prior to any declaration of the
payment of any dividends or other capital distributions to the Company. See Regulation of Federal Savings Banks
Limitation on Capital Distributions.

BankAtlantic

BankAtlantic is a federal savings association and is subject to extensive regulation, examination, and

supervision by the OTS, as its chartering agency and primary regulator, and the FDIC, as its deposit insurer.
18
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BankAtlantic s deposit accounts are insured up to applicable limits by the Deposit Insurance Fund, which is
administered by the FDIC. BankAtlantic must file reports with the OTS and the FDIC concerning its activities and
financial condition. Additionally, BankAtlantic must obtain regulatory approvals prior to entering into certain
transactions, such as mergers with, or acquisitions of, other depository institutions, and must submit applications or
notices prior to forming certain types of subsidiaries or engaging in certain activities through its subsidiaries. The OTS
and the FDIC conduct periodic examinations to assess BankAtlantic s safety and soundness and compliance with
various regulatory requirements. This regulation and supervision establishes a comprehensive framework of activities
in which a savings bank can engage and is intended primarily for the protection of the insurance fund and depositors.
The OTS and the FDIC have significant discretion in connection with their supervisory and enforcement activities and
examination policies. Any change in such applicable activities or policies, whether by the OTS, the FDIC or the
Congress, could have a material adverse impact on us, BankAtlantic, and our operations.

The following discussion is intended to be a summary of the material banking statutes and regulations
applicable to BankAtlantic, and it does not purport to be a comprehensive description of such statutes and regulations,
nor does it include every federal and state statute and regulation applicable to BankAtlantic.

Regulation of Federal Savings Banks

Business Activities. BankAtlantic derives its lending and investment powers from HOLA and the regulations of
the OTS there under. Under these laws and regulations, BankAtlantic may invest in:

mortgage loans secured by residential and commercial real estate;

commercial and consumer loans;
certain types of debt securities; and

certain other assets.

BankAtlantic may also establish service corporations to engage in activities not otherwise permissible for
BankAtlantic, including certain real estate equity investments and securities and insurance brokerage. These
investment powers are subject to limitations, including, among others, limitations that require debt securities acquired
by BankAtlantic to meet certain rating criteria and that limit BankAtlantic s aggregate investment in various types of
loans to certain percentages of capital and/or assets.

Loans to One Borrower. Under HOLA, savings banks are generally subject to the same limits on loans to one
borrower as are imposed on national banks. Generally, under these limits, the total amount of loans and extensions of
credit made by a savings bank to one borrower or related group of borrowers outstanding at one time and not fully
secured by collateral may not exceed 15% of the savings bank s unimpaired capital and unimpaired surplus. In addition
to, and separate from, the 15% limitation, the total amount of loans and extensions of credit made by a savings bank to
one borrower or related group of borrowers outstanding at one time and fully secured by readily-marketable collateral
may not exceed 10% of the savings bank s unimpaired capital and unimpaired surplus. Readily-marketable collateral
includes certain debt and equity securities and bullion, but generally does not include real estate. At December 31,
2008, BankAtlantic s limit on loans to one borrower was approximately $77.8 million. At December 31, 2008,
BankAtlantic s largest aggregate amount of loans to one borrower was approximately $46.1 million and the second
largest borrower had an aggregate balance of approximately $37.8 million.

QTL Test. HOLA requires a savings bank to meet a QTL test by maintaining at least 65% of its portfolio assets
in certain qualified thrift investments on a monthly average basis in at least nine months out of every twelve months.
A savings bank that fails the QTL test must either operate under certain restrictions on its activities or convert to a
bank charter. At December 31, 2008, BankAtlantic maintained approximately 79.0% of its portfolio assets in qualified
thrift investments. BankAtlantic had also satisfied the QTL test in each of the nine months prior to December 2008
and, therefore, was a QTL.

Capital Requirements. The OTS regulations require savings banks to meet three minimum capital standards:
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a tangible capital requirement for savings banks to have tangible capital in an amount equal to at least 1.5% of
adjusted total assets;

a leverage ratio requirement:
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o for savings banks assigned the highest composite rating of 1, to have core capital in an amount equal to
at least 3% of adjusted total assets; or

o for savings banks assigned any other composite rating, to have core capital in an amount equal to at
least 4% of adjusted total assets, or a higher percentage if warranted by the particular circumstances or
risk profile of the savings bank; and

arisk-based capital requirement for savings banks to have capital in an amount equal to at least 8% of
risk-weighted assets.

In determining the amount of risk-weighted assets for purposes of the risk-based capital requirement, a savings
bank must compute its risk-based assets by multiplying its assets and certain off-balance sheet items by risk-weights
assigned by the OTS capital regulations. The OTS monitors the risk management of individual institutions. The OTS
may impose an individual minimum capital requirement on institutions that it believes exhibit a higher degree of risk.

At December 31, 2008, BankAtlantic exceeded all applicable regulatory capital requirements. See note #23 to
the Notes to the Consolidated Financial Statements for actual capital amounts and ratios.

There currently are no regulatory capital requirements directly applicable to us as a unitary savings and loan
holding company apart from the regulatory capital requirements for savings banks that are applicable to BankAtlantic;
however, changes in regulations could result in additional requirements being imposed on us.

Limitation on Capital Distributions. The OTS regulations impose limitations upon certain capital distributions
by savings banks, such as certain cash dividends, payments to repurchase or otherwise acquire its shares, payments to
shareholders of another institution in a cash-out merger and other distributions charged against capital.

The OTS regulates all capital distributions by BankAtlantic directly or indirectly to us, including dividend
payments. BankAtlantic currently must file an application to receive the approval of the OTS for a proposed capital
distribution as the total amount of all of BankAtlantic s capital distributions (including any proposed capital
distribution) for the applicable calendar year exceeds BankAtlantic s net income for that year-to-date period plus
BankAtlantic s retained net income for the preceding two years.

BankAtlantic may not pay dividends to the Company if, after paying those dividends, it would fail to meet the
required minimum levels under risk-based capital guidelines and the minimum leverage and tangible capital ratio
requirements, or in the event the OTS notified BankAtlantic that it was in need of more than normal supervision.
Under the Federal Deposit Insurance Act, or FDIA, an insured depository institution such as BankAtlantic is
prohibited from making capital distributions, including the payment of dividends, if, after making such distribution,
the institution would become undercapitalized. Payment of dividends by BankAtlantic also may be restricted at any
time at the discretion of the appropriate regulator if it deems the payment to constitute an unsafe and unsound banking
practice.

Liquidity. BankAtlantic is required to maintain sufficient liquidity to ensure its safe and sound operation, in
accordance with OTS regulations.

Assessments. The OTS charges assessments to recover the costs of examining savings banks and their affiliates,
processing applications and other filings, and covering direct and indirect expenses in regulating savings banks and
their affiliates. These assessments are based on three components:

the size of the savings bank, on which the basic assessment is based;
the savings bank s supervisory condition, which results in an additional assessment based on a percentage of the
basic assessment for any savings bank with a composite rating of 3, 4 or 5 in its most recent safety and
soundness examination; and
the complexity of the savings bank s operations, which results in an additional assessment based on a
percentage of the basic assessment for any savings bank that has more than $1 billion in trust assets that it
administers, loans that it services for others or assets covered by its recourse obligations or direct credit
substitutes.
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These assessments are paid semi-annually. BankAtlantic s assessment expense during the year ended
December 31, 2008 was approximately $1.0 million.

Branching. Subject to certain limitations, HOLA and the OTS regulations permit federally chartered savings
banks to establish branches in any state or territory of the United States.

Community Reinvestment. Under the Community Reinvestment Act, or CRA, a savings institution has a
continuing and affirmative obligation consistent with its safe and sound operation to help meet the credit needs of its
entire community, including low and moderate income neighborhoods. The CRA requires the OTS to assess the
institution s record of meeting the credit needs of its community and to take such record into account in its evaluation
of certain applications by the institution. This assessment focuses on three tests:

a lending test, to evaluate the institution s record of making loans in its designated assessment areas;

an investment test, to evaluate the institution s record of investing in community development projects,
affordable housing, and programs benefiting low or moderate income individuals and businesses; and

a service test, to evaluate the institution s delivery of banking services throughout its designated assessment
area.

The OTS assigns institutions a rating of outstanding, satisfactory, needs to improve, or substantial
non-compliance. The CRA requires all institutions to disclose their CRA ratings to the public. BankAtlantic received a

satisfactory rating in its most recent CRA evaluation. Regulations also require all institutions to disclose certain
agreements that are in fulfillment of the CRA.

Transactions with Related Parties. BankAtlantic s authority to engage in transactions with its affiliates is limited
by Sections 23A and 23B of the Federal Reserve Act, or FRA, by Regulation W of the Federal Reserve Board, or
FRB, implementing Sections 23A and 23B of the FRA, and by OTS regulations. The applicable OTS regulations for
savings banks regarding transactions with affiliates generally conform to the requirements of Regulation W, which is
applicable to national banks. In general, an affiliate of a savings bank is any company that controls, is controlled by,
or is under common control with, the savings bank, other than the savings bank s subsidiaries. For instance, we are
deemed an affiliate of BankAtlantic under these regulatio