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SP ACQUISITION HOLDINGS, INC.
590 Madison Avenue

32nd Floor
New York, New York 10022

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To Be Held on October 8, 2009

To the Stockholders of SP Acquisition Holdings, Inc.:

Notice is hereby given that a special meeting of the stockholders of SP Acquisition Holdings, Inc. (�SPAH�) will be
held on October 8, 2009 at 11:00 a.m., local time, at the offices of Olshan Grundman Frome Rosenzweig & Wolosky
LLP, at Park Avenue Tower, 65 East 55th Street, New York, New York 10022. The special meeting is being called for
the following purposes:

(1) To consider and vote upon a proposal to adopt an amendment to the amended and restated certificate of
incorporation of SPAH (the �SPAH Certificate of Incorporation�) to eliminate the requirement that the
fair market value of the target business equal at least 80% of the balance of SPAH�s trust account, to be
effective immediately prior to the consummation of the merger described below (�Proposal No. 1�)

(2) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to provide that SPAH cannot consummate the merger unless up to at least 10% (minus one share) but no
more than 30% (minus one share) of SPAH public stockholders are able to exercise their conversion
rights, to be effective immediately prior to the consummation of the merger described below
(�Proposal No. 2� and, together with Proposal No. 1, the �Initial Charter Amendments�);

(3) To consider and vote upon a proposal to adopt the Agreement and Plan of Merger, dated as of July 30,
2009, by and between SPAH and Frontier Financial Corporation (�Frontier�), as amended by Amendment
No. 1 to Agreement and Plan of Merger, dated as of August 10, 2009, pursuant to which Frontier will
merge with and into SPAH, as described in more detail in the accompanying joint proxy
statement/prospectus;

(4) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to change SPAH�s corporate name to �Frontier Financial Corporation,� to be effective upon consummation
of the merger (the �Name Change Proposal�);

(5) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to permit SPAH�s continued existence after October 10, 2009, to be effective upon consummation of the
merger (the �Continued Existence Proposal�);
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(6) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to create a new class of common stock of SPAH (Non-Voting Common Stock), which will have
economic rights but no voting rights and be subject to certain conversion conditions, to be effective
upon consummation of the merger (the �New Class Proposal� and, together with the Name Change
Proposal and the Continued Existence Proposal, the �Subsequent Charter Amendments�); and

(7) To consider and vote upon a proposal to elect to the Board of Directors of SPAH, Warren G.
Lichtenstein, who will serve as Chairman of the Board, and, if the merger is consummated, four
directors from Frontier, comprised of Patrick M. Fahey, Lucy DeYoung, Mark O. Zenger and David M.
Cuthill, each of whom currently serve on the Board of Directors of Frontier, in each case to serve until
the next annual meeting of SPAH and until their successors shall have been elected and qualified.

At the special meeting, we may transact such other business as may properly come before the meeting and any
adjournments or postponements thereof.

The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s
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outstanding shares of common stock. However, SPAH believes, and has received an opinion from its special Delaware
counsel that while the matter has not been settled as a matter of Delaware law and, accordingly, is not entirely free
from doubt, the Initial Charter Amendments, if duly approved by a majority of the shares of SPAH�s outstanding
common stock entitled to vote at the special meeting, will be valid under Delaware law.

Since SPAH�s initial public offering prospectus did not disclose that SPAH would seek approval of the Initial Charter
Amendments and the New Class Proposal, among other things, each SPAH stockholder at the time of the merger that
purchased shares in, or subsequent to, SPAH�s initial public offering up to and until the record date, may have
securities law claims against SPAH for rescission or damages. See �The Merger and the Merger Agreement � Rescission
Rights� for additional information.

Immediately prior to the special meeting of stockholders, SPAH has scheduled a special meeting of warrantholders to
consider and vote upon a proposal to amend certain terms of the warrant agreement that governs the terms of SPAH�s
outstanding warrants to purchase common stock, as more fully described in the accompanying joint proxy
statement/prospectus. If the requisite approval is received, the Initial Charter Amendments will be filed with the
Delaware Secretary of State immediately upon its approval and prior to the stockholders� consideration of the merger
proposal at the special meeting of stockholders. Accordingly, the proposal to adopt the merger agreement will only be
presented for a vote at the special meeting if (i) the Initial Charter Amendments are adopted by SPAH stockholders
and (ii) the proposal to amend the warrant agreement is approved by SPAH warrantholders. The Subsequent Charter
Amendments and the election of the Frontier nominees will only be effected in the event and at the time the merger
with Frontier is consummated, although approval of the Subsequent Charter Amendments is a condition to closing the
merger. The election of Mr. Lichtenstein does not require the approval of any other proposals to be effective.

SPAH has fixed the close of business on September 17, 2009 as the record date for determining those stockholders
entitled to notice of, and to vote at, the special meeting and any adjournments or postponements thereof.

If you hold shares of common stock issued in SPAH�s initial public offering (whether such shares were acquired
pursuant to such initial public offering or afterwards up to and until the record date), then you have the right to vote
against the merger proposal and demand that SPAH convert such shares into cash equal to a pro rata share of the
aggregate amount then on deposit in the trust account in which a substantial portion of the net proceeds of SPAH�s
initial public offering are held. For more information regarding your conversion rights, see the discussion under the
heading �The Merger and the Merger Agreement� Conversion Rights of SPAH Stockholders� of the accompanying joint
proxy statement/prospectus.

Whether or not you plan to attend the special meeting in person, please complete, date, sign and return the enclosed
proxy card as promptly as possible. SPAH has enclosed a postage prepaid envelope for that purpose. Any SPAH
stockholder may revoke his or her proxy by following the instructions in the joint proxy statement/prospectus at any
time before the proxy has been voted at the special meeting. Even if you have given your proxy, you may still vote in
person if you attend the special meeting.

SPAH encourages you to vote on these very important matters. The Board of Directors of SPAH unanimously
recommends that SPAH stockholders vote �FOR� each of the proposals above.

By Order of the Board of Directors,

/s/  Warren G. Lichtenstein

Warren G. Lichtenstein
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Chairman, President and Chief Executive
Officer

September 24, 2009
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SP ACQUISITION HOLDINGS, INC.
590 Madison Avenue

32nd Floor
New York, New York 10022

PROXY STATEMENT FOR SPECIAL MEETING OF STOCKHOLDERS
To Be Held on October 8, 2009

To the Stockholders of SP Acquisition Holdings, Inc.:

You are cordially invited to attend a special meeting of the stockholders of SP Acquisition Holdings, Inc. (�SPAH�).
The special meeting will be held on October 8, 2009 at 11:00 a.m., local time, at the offices of Olshan Grundman
Frome Rosenzweig & Wolosky LLP, at Park Avenue Tower, 65 East 55th Street, New York, New York 10022.

At the special meeting, you will be asked to consider and vote on:

(1) a proposal to adopt an amendment to the amended and restated certificate of incorporation of SPAH (the
�SPAH Certificate of Incorporation�) to eliminate the requirement that the fair market value of the target
business equal at least 80% of the balance of SPAH�s trust account, effective immediately prior to the
consummation of the merger described below (the �Proposal No. 1�);

(2) a proposal to adopt an amendment to the SPAH Certificate of Incorporation to provide that SPAH
cannot consummate the merger unless up to at least 10% (minus one share) but no more than 30%
(minus one share) of SPAH public stockholders are able to exercise their conversion rights, to be
effective immediately prior to the consummation of the merger described below (�Proposal No. 2� and,
together with Proposal No. 1, the �Initial Charter Amendments�);

(3) a proposal to adopt the Agreement and Plan of Merger, dated as of July 30, 2009, by and between
SPAH and Frontier Financial Corporation (�Frontier�), as amended by Amendment No. 1 to Agreement
and Plan of Merger, dated as of August 10, 2009, pursuant to which Frontier will merge with and into
SPAH (the �Merger Proposal�);

(4) a proposal to adopt an amendment to the SPAH Certificate of Incorporation to change SPAH�s corporate
name to �Frontier Financial Corporation,� to be effective upon consummation of the merger (the �Name
Change Proposal�);

(5) a proposal to adopt an amendment to the SPAH Certificate of Incorporation to permit SPAH�s continued
existence after October 10, 2009, to be effective upon consummation of the merger (the �Continued
Existence Proposal�);

(6) 
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a proposal to adopt an amendment to the SPAH Certificate of Incorporation to create a new class of
common stock of SPAH (Non-Voting Common Stock), which will have economic rights but no voting
rights and be subject to certain conversion conditions, to be effective upon consummation of the merger
(the �New Class Proposal� and, together with the Name Change Proposal and the Continued Existence
Proposal, the �Subsequent Charter Amendments�);

(7) a proposal to elect to the Board of Directors of SPAH, Warren G. Lichtenstein, who will serve as
Chairman of the Board, and, if the merger is consummated, four directors from Frontier, comprised of
Patrick M. Fahey, Lucy DeYoung, Mark O. Zenger and David M. Cuthill, each of whom currently serve
on the Board of Directors of Frontier, in each case to serve until the next annual meeting of SPAH and
until their successors shall have been elected and qualified; and

(8) any other matters that may properly come before the special meeting or any adjournments or
postponements thereof.

The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s outstanding
shares of common stock. However, SPAH believes, and has received an opinion from its special Delaware counsel
that while the matter has not been settled as a matter of Delaware law and, accordingly, is not
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entirely free from doubt, the Initial Charter Amendments, if duly approved by a majority of the shares of SPAH�s
outstanding common stock entitled to vote at the special meeting, will be valid under Delaware law.

Adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding shares
of SPAH common stock entitled to vote at the special meeting. The SPAH Certificate of Incorporation also requires
that the holders of a majority of SPAH�s outstanding shares of common stock issued in SPAH�s initial public offering
are voted, in person or by proxy, in favor of the merger and that such SPAH public stockholders owning no more than
30% (minus one share) of the shares sold in SPAH�s initial public offering vote against the merger and thereafter
exercise their conversion rights as described below. If Proposal No. 2 is approved and adopted, it is a condition to
closing the merger agreement that holders of no more than 10% of the shares (minus one share) sold in SPAH�s initial
public offering vote against the merger and exercise their conversion rights, although at SPAH�s discretion, this closing
condition may be waived in order to consummate the merger. Accordingly, SPAH may not consummate the merger if
10% or more of the holders of shares sold in or subsequent to SPAH�s initial public offering elect to exercise their
conversion rights. If SPAH elects to waive this closing condition, it may raise the conversion threshold to anywhere
between 10% to 30% (minus one share). SPAH does not believe it will raise the conversion threshold and currently
intends only to raise the conversion threshold if it believes that the combined entity will have sufficient Tier 1 capital
to return to compliance levels.

Adoption of the Subsequent Charter Amendments requires the affirmative vote of a majority of the shares of SPAH�s
outstanding common stock entitled to vote at the special meeting. Directors will be elected by a plurality of the votes
cast by stockholders present in person or represented by proxy and entitled to vote at the special meeting.

Since SPAH�s initial public offering prospectus did not disclose that SPAH would seek approval of the Initial Charter
Amendments and the New Class Proposal, among other things, each SPAH stockholder at the time of the merger that
purchased shares in, or subsequent to, SPAH�s initial public offering up to and until the record date, may have
securities law claims against SPAH for rescission or damages. See �The Merger and the Merger Agreement � Rescission
Rights� for additional information.

Immediately prior to the special meeting of stockholders, SPAH has scheduled a special meeting of warrantholders to
consider and vote upon a proposal to amend certain terms of the warrant agreement that governs the terms of SPAH�s
outstanding warrants to purchase common stock, as more fully described in the accompanying joint proxy
statement/prospectus. If the requisite approval is received, the Initial Charter Amendments will be filed with the
Delaware Secretary of State immediately upon its approval and prior to the stockholders� consideration of the merger
proposal at the special meeting of stockholders. Accordingly, the proposal to adopt the merger agreement will only be
presented for a vote at the special meeting if (i) the Initial Charter Amendments are adopted by SPAH stockholders
and (ii) the proposal to amend the warrant agreement is approved by SPAH warrantholders. The Subsequent Charter
Amendments and the election of the Frontier nominees will only be effected in the event and at the time the merger
with Frontier is consummated, although approval of the Subsequent Charter Amendments is a condition to closing the
merger. The election of Mr. Lichtenstein does not require the approval of any other proposals to be effective.

Only holders of record of SPAH common stock at the close of business on September 17, 2009 are entitled to notice
of the special meeting and to vote and have their votes counted at the special meeting and any adjournments or
postponements thereof.

If you hold shares of common stock issued in SPAH�s initial public offering (whether such shares were acquired
pursuant to such initial public offering or afterwards up to and until the record date for the special meeting), then you
have the right to vote against the merger proposal and demand that SPAH convert such shares into cash equal to a pro
rata share of the aggregate amount then on deposit in the trust account in which a substantial portion of the net
proceeds of SPAH�s initial public offering are held (before payment of deferred underwriting discounts and
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commissions and including interest earned on their pro rata portion of the trust account, net of income taxes payable
on such interest and net of interest income of $3.5 million on the trust account balance previously released to SPAH to
fund its working capital requirements). As of September 17, 2009, there was approximately $426,253,057 in SPAH�s
trust account (including accrued interest on the funds in the trust account and excluding an estimated tax overpayment
due to SPAH, which totaled $621,905 as of June 30, 2009), or approximately $9.85 per share issued in the initial
public offering. The actual per share conversion price will differ from the $9.85 per share due to any interest earned on
the funds in the trust account since September 17, 2009, and any taxes payable in respect of interest earned thereon.
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If you wish to exercise your conversion rights, you must:

� affirmatively vote against the merger proposal in person or by submitting your proxy card before the vote on
the merger proposal and checking the box that states �Against� for the Merger Proposal; and

� either:

� check the box that states �I HEREBY EXERCISE MY CONVERSION RIGHTS� on the proxy card; or

� send a letter to SPAH�s transfer agent, Continental Stock Transfer & Trust Company, at 17 Battery Place,
8th Floor, New York, NY 10004, attn: Mark Zimkind, stating that you are exercising your conversion rights
and demanding your shares of SPAH common stock be converted into cash; and

� either:

� physically tender, or if you hold your shares of SPAH common stock in �street name,� cause your broker to
physically tender, your stock certificates representing shares of SPAH common stock to SPAH�s transfer
agent; or

� deliver your shares electronically using the Depository Trust Company�s DWAC (Deposit/Withdrawal At
Custodian) System, to SPAH�s transfer agent, in either case by October 8, 2009 or such other later date if the
special meeting of SPAH stockholders is adjourned or postponed.

Accordingly, a SPAH stockholder would have from the time we send out this joint proxy statement/prospectus
through the vote on the merger to deliver his or her shares if he or she wishes to seek to exercise his or her conversion
rights. See �Summary Term Sheet � The Merger and the Merger Agreement � SPAH Conversion Rights� and �The Merger
and the Merger Agreement � Conversion Rights of SPAH Stockholders.�

Prior to exercising your conversion rights, you should verify the market price of SPAH�s common stock, as you may
receive higher proceeds from the sale of your common stock in the public market than from exercising your
conversion rights. Shares of SPAH�s common stock are currently quoted on the NYSE AMEX LLC under the symbol
�DSP.� On September 17, 2009, the record date for the special meeting of stockholders, the last sale price of SPAH�s
common stock was $9.81. Your shares will only be converted if the merger is consummated and you voted against the
merger and properly demanded conversion rights according to the instructions in this letter and the joint proxy
statement/prospectus.

Each of SP Acq LLC, Steel Partners II, L.P. (�SP II�) and Anthony Bergamo, Ronald LaBow, Howard M. Lorber,
Leonard Toboroff and S. Nicholas Walker, each a director of SPAH, or their permitted transferees (collectively, the
�SPAH insiders�), previously agreed to vote their 10,822,400 shares of SPAH common stock acquired prior to SPAH�s
initial public offering (which constitute approximately 20% of SPAH�s outstanding shares of common stock), either for
or against the Merger Proposal consistent with the majority of the votes cast on the merger by the holders of the shares
of common stock issued in, or subsequent to, SPAH�s initial public offering. To the extent any SPAH insider or officer
or director of SPAH has acquired shares of SPAH common stock in, or subsequent to, SPAH�s initial public offering,
it, he or she has agreed to vote these acquired shares in favor of the Merger Proposal. As of the date hereof, none of
the SPAH insiders or officers or directors of SPAH own any shares sold in, or subsequent to, SPAH�s initial public
offering. The SPAH insiders have further indicated that they will vote all of their shares in favor of the adoption of the
amendments to the SPAH Certificate of Incorporation and for the election of each director nominee to the Board of
Directors of SPAH. Pursuant to a plan of reorganization, SP II has contributed certain assets, including its shares of
SPAH common stock and warrants, to a liquidating trust. The trust has agreed to assume all of SP II�s rights and
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obligations with respect to these shares and warrants, including to vote in accordance with the foregoing.

Upon consummation of the merger, SP Acq LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have
agreed to forfeit an aggregate of 9,453,412 shares purchased prior to SPAH�s initial public offering, constituting
approximately 17.5% of SPAH�s outstanding shares of common stock as of the record date.

The Board of Directors of SPAH has unanimously determined that the proposals and the transactions contemplated
thereby are fair to and in the best interests of SPAH and its stockholders. The Board of Directors of SPAH
recommends that you vote, or give instruction to vote, �FOR� the adoption of each of the proposals and that you vote in
favor of each of the director nominees.
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The accompanying joint proxy statement/prospectus contains detailed information concerning the Merger Proposal
and the transactions contemplated by the merger agreement, as well as detailed information concerning each of the
proposals. We urge you to read the joint proxy statement/prospectus and attached annexes carefully.

Your vote is important. Whether or not you plan to attend the special meeting in person, please sign, date and return
the enclosed proxy card as soon as possible in the envelope provided.

I look forward to seeing you at the meeting.

By Order of the Board of Directors,

/s/  Warren G. Lichtenstein

Warren G. Lichtenstein

Chairman, President and Chief Executive
Officer

TAKING ANY ACTION THAT DOES NOT INCLUDE AN AFFIRMATIVE VOTE AGAINST THE
MERGER, INCLUDING ABSTAINING FROM VOTING ON THE MERGER PROPOSAL, WILL
PREVENT YOU FROM EXERCISING YOUR CONVERSION RIGHTS. YOU MUST AFFIRMATIVELY
VOTE AGAINST THE MERGER PROPOSAL IN PERSON OR BY SUBMITTING YOUR PROXY CARD
BEFORE THE VOTE ON THE MERGER PROPOSAL TO EXERCISE YOUR CONVERSION RIGHTS. IN
ORDER TO CONVERT YOUR SHARES, YOU MUST ALSO EITHER PHYSICALLY TENDER, OR IF
YOU HOLD YOUR SHARES OF SPAH COMMON STOCK IN �STREET NAME,� CAUSE YOUR BROKER
TO PHYSICALLY TENDER, YOUR STOCK CERTIFICATES REPRESENTING SHARES OF SPAH
COMMON STOCK TO SPAH�S TRANSFER AGENT OR DELIVER YOUR SHARES ELECTRONICALLY
USING THE DEPOSITORY TRUST COMPANY�S DWAC SYSTEM, TO SPAH�S TRANSFER AGENT BY
OCTOBER 8, 2009 OR SUCH OTHER LATER DATE IF THE SPECIAL MEETING OF SPAH
STOCKHOLDERS IS ADJOURNED OR POSTPONED. FAILURE TO MEET THESE REQUIREMENTS
WILL CAUSE YOUR CONVERSION DEMAND TO BE REJECTED. SEE THE SECTIONS ENTITLED
�SUMMARY TERM SHEET � THE MERGER AND THE MERGER AGREEMENT � SPAH CONVERSION
RIGHTS� AND �THE MERGER AND THE MERGER AGREEMENT � CONVERSION RIGHTS OF SPAH
STOCKHOLDERS� FOR MORE SPECIFIC INSTRUCTIONS.
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SP ACQUISITION HOLDINGS, INC.
590 Madison Avenue

32nd Floor
New York, New York 10022

NOTICE OF SPECIAL MEETING OF WARRANTHOLDERS
To Be Held on October 8, 2009

To the Warrantholders of SP Acquisition Holdings, Inc.:

Notice is hereby given that a special meeting of the warrantholders of SP Acquisition Holdings, Inc. (�SPAH�) will be
held on October 8, 2009 at 10:00 a.m., local time, at the offices of Olshan Grundman Frome Rosenzweig & Wolosky
LLP, at Park Avenue Tower, 65 East 55th Street, New York, New York 10022. The special meeting is being called to
consider and vote upon a proposal to amend certain terms of the Amended and Restated Warrant Agreement, dated as
of October 4, 2007, by and between SPAH and Continental Stock Transfer & Trust Company, which governs the
terms of SPAH�s outstanding warrants to purchase common stock (the �Warrant Agreement�), in connection with the
consummation of the transactions contemplated by the Agreement and Plan of Merger, dated as of July 30, 2009, by
and between SPAH and Frontier Financial Corporation (�Frontier�), as amended by Amendment No. 1 to Agreement
and Plan of Merger, dated as of August 10, 2009, which, among other things, provides for the merger of Frontier with
and into SPAH, with SPAH being the surviving entity.

The proposed amendment to the Warrant Agreement, to become effective upon consummation of the merger, will:

� increase the exercise price of the warrants from $7.50 per share to $11.50 per share of SPAH common stock;

� amend the warrant exercise period to (i) eliminate the requirement that the initial founder�s warrants owned by
the SPAH insiders become exercisable only after the consummation of an initial business combination if and
when the last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a 30
trading day period beginning 90 days after such business combination and (ii) extend the expiration date of the
warrants to the earlier of (x) seven years from the consummation of the merger or (y) the date fixed for
redemption of the warrants set forth in the warrant agreement;

� provide for the mandatory downward adjustment of the exercise price for each warrant to reflect any cash
dividends paid with respect to the outstanding common stock of SPAH;

� provide that no adjustment in the number of shares issuable upon exercise of each warrant will be made as a
result of the issuance of SPAH shares and warrants to the shareholders of Frontier upon consummation of the
merger agreement; and

� provide that each warrant will entitle the holder thereof to purchase, under certain circumstances, either one
share of voting common stock or one share of non-voting common stock.

At the special meeting, we may transact such other business as may properly come before the special meeting or any
adjournments or postponements thereof.
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The merger and the transactions contemplated by the merger, as well as the amendment to the Warrant Agreement, are
described in the accompanying joint proxy statement/prospectus, which you are encouraged to read in its entirety
before voting. Only holders of record of SPAH warrants at the close of business on September 17, 2009 are entitled to
notice of the special meeting and to vote and have their votes counted at the special meeting and any adjournments or
postponements thereof. The approval of the warrant amendment proposal is a condition to the consummation of the
merger discussed above.

After careful consideration, SPAH�s Board of Directors has determined that the proposals are fair to and in the best
interests of SPAH and its warrantholders and unanimously recommends that you vote or give instruction to vote �FOR�
the approval of the amendment proposal.
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All SPAH warrantholders are cordially invited to attend the special meeting in person. To ensure your representation
at the special meeting, however, you are urged to complete, sign, date and return the enclosed proxy card as soon as
possible. If you are a warrantholder of record of SPAH, you may also cast your vote in person at the special meeting.
If your warrants are held in an account at a brokerage firm or bank, you must instruct your broker or bank on how to
vote your warrants or, if you wish to attend the meeting and vote in person, obtain a proxy from your broker or bank.
If you do not vote or do not instruct your broker or bank how to vote, it will have the same effect as voting against the
amendment proposal.

Your vote is important regardless of the number of warrants you own. Whether you plan to attend the special meeting
or not, please sign, date and return the enclosed proxy card as soon as possible in the envelope provided. If your
warrants are held in �street name� or are in a margin or similar account, you should contact your broker to ensure that
votes related to the warrants you beneficially own are properly counted.

Thank you for your participation.  We look forward to your continued support.

By Order of the Board of Directors,

/s/  Warren G. Lichtenstein

Warren G. Lichtenstein
Chairman, President and Chief Executive
Officer

September 24, 2009
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SP ACQUISITION HOLDINGS, INC.
590 Madison Avenue

32nd Floor
New York, New York 10022

PROXY STATEMENT FOR SPECIAL MEETING OF WARRANTHOLDERS
To Be Held on October 8, 2009

To the Warrantholders of SP Acquisition Holdings, Inc.:

You are cordially invited to attend a special meeting of the warrantholders of SP Acquisition Holdings, Inc. (�SPAH�).
The special meeting will be held on October 8, 2009 at 10:00 a.m., local time, at the offices of Olshan Grundman
Frome Rosenzweig & Wolosky LLP, at Park Avenue Tower, 65 East 55th Street, New York, New York 10022.

The special meeting is being called to consider and vote upon a proposal to amend certain terms of the Amended and
Restated Warrant Agreement, dated as of October 4, 2007, by and between SPAH and Continental Stock Transfer &
Trust Company (the �Warrant Agreement�), which governs the terms of SPAH�s outstanding warrants to purchase
common stock, in connection with the consummation of the transactions contemplated by the Agreement and Plan of
Merger, dated as of July 30, 2009, by and between SPAH and Frontier Financial Corporation (�Frontier�), as amended
by Amendment No. 1 to Agreement and Plan of Merger, dated as of August 10, 2009, which provides for the merger
of Frontier with and into SPAH, with SPAH being the surviving entity, and for each holder of Frontier common stock
to receive 0.0530 shares of common stock and 0.0530 warrants.

The proposed amendment to the Warrant Agreement, to become effective upon consummation of the merger, will:

� increase the exercise price of the warrants from $7.50 per share to $11.50 per share of SPAH common stock;

� amend the warrant exercise period to (i) eliminate the requirement that the initial founder�s warrants owned by
the SPAH insiders become exercisable only after the consummation of an initial business combination if and
when the last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a 30
trading day period beginning 90 days after such business combination and (ii) extend the expiration date of the
warrants to the earlier of (x) seven years from the consummation of the merger or (y) the date fixed for
redemption of the warrants set forth in the warrant agreement;

� provide for the mandatory downward adjustment of the exercise price for each warrant to reflect any cash
dividends paid with respect to the outstanding common stock of SPAH;

� provide that no adjustment in the number of shares issuable upon exercise of each warrant will be made as a
result of the issuance of SPAH shares and warrants to the shareholders of Frontier upon consummation of the
merger agreement; and
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� provide that each warrant will entitle the holder thereof to purchase, under certain circumstances, either one
share of voting common stock or one share of non-voting common stock.

At the special meeting, we may transact such other business as may properly come before the special meeting or any
adjournments or postponements thereof. Only holders of record of SPAH warrants at the close of business on
September 17, 2009 are entitled to notice of the special meeting and to vote and have their votes counted at the special
meeting and any adjournments or postponements thereof. Adoption of the amendment to the Warrant Agreement
requires the affirmative vote of a majority of the warrantholders outstanding and entitled to vote at the special
meeting. The Warrant Agreement also requires that the holders of a majority of SPAH�s outstanding warrants issued
in, or subsequent to, SPAH�s initial public offering, are voted in favor of the warrant amendment. Each of SPAH�s
directors and founding stockholders, including SP Acq LLC and Steel Partners II, L.P., or their permitted transferees
(the �SPAH insiders�), which own, in the aggregate, 17,822,400 warrants issued prior to consummation of SPAH�s initial
public offering, or approximately 29.2% of the total warrants outstanding as of September 17, 2009, intend to vote in
favor of the warrant amendment proposal.

The approval of the warrant amendment proposal is a condition to the consummation of the merger discussed above.
If the merger is consummated, Frontier shareholders will receive approximately 2,512,000 newly issued
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warrants on the same terms and conditions as the publicly traded warrants, after giving effect to the warrant
amendment proposal.

After careful consideration, SPAH�s Board of Directors has determined that the proposals are fair to and in the best
interests of SPAH and its warrantholders and unanimously recommends that you vote or give instruction to vote �FOR�
the approval of the amendment proposal.

Enclosed is the joint proxy statement/prospectus containing detailed information concerning the amendment proposal,
the merger and the transactions contemplated by the merger agreement. We urge you to read the joint proxy
statement/prospectus and attached annexes carefully.

Thank you for your participation. We look forward to your continued support.

By Order of the Board of Directors,

/s/  Warren G. Lichtenstein
Warren G. Lichtenstein
Chairman, President and Chief Executive
Officer

IF YOU RETURN YOUR PROXY CARD WITHOUT AN INDICATION OF HOW YOU WISH TO VOTE,
YOUR WARRANTS WILL BE VOTED IN FAVOR OF THE WARRANT AMENDMENT PROPOSAL. IF
THE MERGER IS NOT COMPLETED AND SPAH DOES NOT COMPLETE AN INITIAL BUSINESS
COMBINATION PRIOR TO OCTOBER 10, 2009, THE WARRANTS WILL EXPIRE WORTHLESS.
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FRONTIER FINANCIAL CORPORATION
332 S.W. Everett Mall Way

P. O. Box 2215
Everett, Washington 98213

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To Be Held on October 8, 2009

To the Shareholders of Frontier Financial Corporation:

Notice is hereby given that a special meeting of the shareholders of Frontier Financial Corporation (�Frontier�) will be
held on October 8, 2009 at 7:30 p.m., local time, at Lynnwood Convention Center, 3711 � 196th St. SW, Lynnwood,
WA 98036. The special meeting is being called to consider and vote upon a proposal to adopt the Agreement and Plan
of Merger, dated as of July 30, 2009, by and between Frontier and SP Acquisition Holdings, Inc. (�SPAH�), as amended
by Amendment No. 1 to Agreement and Plan of Merger, dated as of August 10, 2009, pursuant to which Frontier will
merge with and into SPAH, as described in more detail in the accompanying joint proxy statement/prospectus. At the
special meeting, we may transact such other business as may properly come before the special meeting and any
adjournments or postponements thereof.

Frontier has fixed the close of business on September 14, 2009 as the record date for determining those shareholders
entitled to notice of, and to vote at, the special meeting and any adjournments or postponements thereof.

Frontier shareholders have the right to dissent from the merger and obtain payment of the fair value of their Frontier
shares under Washington law. A copy of the applicable Washington statutory provisions regarding dissenters� rights is
attached as Annex F to the accompanying joint proxy statement/prospectus. For details of your dissenters� rights and
applicable procedures, please see the discussion under the heading �The Merger and the Merger Agreement � Frontier
Dissenters� Rights� of the attached joint proxy statement/prospectus.

Whether or not you plan to attend the special meeting in person, please complete, date, sign and return the enclosed
proxy card as promptly as possible. Frontier has enclosed a postage prepaid envelope for that purpose. Any Frontier
shareholder may revoke his or her proxy by following the instructions in the joint proxy statement/prospectus at any
time before the proxy has been voted at the special meeting. Even if you have given your proxy, you may still vote in
person if you attend the special meeting. Please do not send any share certificates to Frontier at this time.

Frontier encourages you to vote on this very important matter. The Board of Directors of Frontier unanimously
recommends that Frontier shareholders vote �FOR� the proposals above.

By Order of the Board of Directors,

/s/  Patrick M. Fahey
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September 24, 2009
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FRONTIER FINANCIAL CORPORATION
332 S.W. Everett Mall Way

P. O. Box 2215
Everett, Washington 98213

PROXY STATEMENT FOR SPECIAL MEETING OF STOCKHOLDERS
To Be Held on October 8, 2009

To the Shareholders of Frontier Financial Corporation:

You are cordially invited to attend a special meeting of the shareholders of Frontier Financial Corporation (�Frontier�).
The special meeting will be held on October 8, 2009 at 7:30 p.m., local time, at Lynnwood Convention Center, 3711 �
196th St. SW, Lynnwood, WA 98036.

At the special meeting, you will be asked to consider and vote on (i) a proposal to adopt the Agreement and Plan of
Merger, dated as of July 30, 2009, by and between Frontier and SP Acquisition Holdings, Inc. (�SPAH�), as amended by
Amendment No. 1 to Agreement and Plan of Merger, dated as of August 10, 2009; and (ii) any other matters that may
properly come before the special meeting and any adjournments or postponements thereof.

Only holders of record of Frontier common stock at the close of business on September 14, 2009 are entitled to notice
of the special meeting and to vote and have their votes counted at the special meeting and any adjournments or
postponements thereof. Adoption of the merger agreement requires the affirmative vote of at least two-thirds of the
outstanding shares of Frontier�s outstanding common stock entitled to vote at the special meeting.

If the proposed merger is completed, Frontier shareholders will receive 0.0530 newly issued shares of SPAH common
stock and 0.0530 newly issued warrants to purchase SPAH common stock for each share of Frontier common stock
they own. Contemporaneously with the Frontier special meeting of stockholders, SPAH has scheduled a special
meeting of warrantholders to consider and vote upon a proposal to amend certain terms of the warrant agreement that
governs the terms of SPAH�s outstanding warrants, as more fully described in the accompanying joint proxy
statement/prospectus. If the merger is consummated, Frontier shareholders will receive newly issued warrants on the
same terms and conditions as the publicly traded warrants, after giving effect to the warrant amendment proposal. On
July 30, 2009, the day before the public announcement of the merger agreement, the closing price of SPAH�s common
stock on the NYSE AMEX LLC was $9.75 per share.

Each of Frontier�s insiders (including all of Frontier�s executive officers and directors) has agreed to vote their
3,103,451 shares of Frontier common stock (which constitute 6.56% of Frontier�s outstanding shares of common
stock), �FOR� the merger proposal.

The Frontier Board has unanimously determined that the proposals and the transactions contemplated thereby are fair
to and in the best interests of Frontier and its shareholders. The Board recommends that you vote, or give instruction
to vote, �FOR� the adoption of the merger proposal.
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Frontier shareholders have the right to dissent from the merger and obtain payment of the fair value of their Frontier
shares under Washington law. A copy of the applicable Washington statutory provisions regarding dissenters� rights is
attached as Annex F to the accompanying joint proxy statement/prospectus. For details of your dissenters� rights and
applicable procedures, please see the discussion under the heading �The Merger and the Merger Agreement � Frontier
Dissenters� Rights� of the attached joint proxy statement/prospectus.

Enclosed is a notice of special meeting and the joint proxy statement/prospectus containing detailed information
concerning the merger proposal and the transactions contemplated by the merger agreement. We urge you to read the
joint proxy statement/prospectus and attached annexes carefully.

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 24



Table of Contents

Your vote is important. Because approval of the merger proposal requires the affirmative vote of at least two-thirds of
the outstanding shares entitled to vote at the Frontier special meeting, abstaining from voting (including by way of a
broker non-vote), either in person or by proxy, will have the same effect as a vote against approval of the merger
agreement. Whether or not you plan to attend the special meeting in person, please sign, date and return the enclosed
proxy card as soon as possible in the envelope provided. We look forward to seeing you at the special meeting, and we
appreciate your continued loyalty and support.

By Order of the Board of Directors,

/s/  Patrick M. Fahey

Patrick M. Fahey
Chairman and Chief Executive Officer
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PROXY STATEMENT FOR THE SPECIAL MEETINGS OF STOCKHOLDERS AND
WARRANTHOLDERS OF SP ACQUISITION HOLDINGS, INC.

PROXY STATEMENT FOR THE SPECIAL MEETING OF SHAREHOLDERS
OF FRONTIER FINANCIAL CORPORATION

PROSPECTUS FOR UP TO 2,512,000 SHARES OF EACH OF VOTING COMMON STOCK AND
NON-VOTING COMMON STOCK AND

UP TO 2,512,000 WARRANTS TO PURCHASE COMMON STOCK
OF SP ACQUISITION HOLDINGS, INC.

The Boards of Directors of SP Acquisition Holdings, Inc., a blank check company organized under the laws of the
State of Delaware (�SPAH�), and Frontier Financial Corporation, a Washington corporation (�Frontier�), have
unanimously agreed to a merger of our companies. If the proposed merger is completed, Frontier shareholders will
receive 0.0530 shares of SPAH common stock and 0.0530 warrants to purchase common stock of SPAH for each
share of Frontier common stock they own. This 0.0530 multiple is referred to as the �exchange ratio.�

SPAH was formed for the purpose of acquiring, through a merger, capital stock exchange, asset acquisition or similar
business combination, one or more businesses or assets. Its common stock and warrants are listed on the NYSE
AMEX LLC under the symbols �DSP� and �DSP.W,� respectively. Frontier is a bank holding company that directly owns
100% of Frontier Bank, a Washington state chartered commercial bank. Frontier�s common stock is quoted on the
NASDAQ Stock Market LLC under the symbol �FTBK.� Frontier�s common stock will no longer be traded following
the consummation of the merger. The parties intend to seek to have the common stock and warrants of SPAH listed on
the NYSE AMEX LLC following consummation of the merger under the symbol �FTBK�. However, there is no
assurance that the common stock and warrants will be listed on any exchange following consummation of the merger.

Based on the closing prices of Frontier�s and SPAH�s common stock on September 22, 2009 of $1.54 and $9.73,
respectively, which was the last trading day prior to the mailing of this joint proxy statement/prospectus, Frontier
shareholders would receive an implied consideration of $0.51569 per share of Frontier common stock resulting in an
implied discount of approximately $1.02 per share of Frontier common stock. In addition, the market price of SPAH�s
common stock and warrants may fluctuate between the date of the mailing of this proxy statement and closing and the
actual value of the SPAH common stock and warrants received by Frontier shareholders will depend on the market
value of SPAH common stock and warrants at the time of closing.

We expect that the Frontier shareholders will hold approximately 2,512,000 or 5.0% of the outstanding shares of
SPAH common stock (whether voting or nonvoting) and approximately 2,512,000 or 3.8% of the outstanding
warrants of SPAH on a fully diluted basis immediately following the consummation of the merger, based on the
number of shares of SPAH common stock outstanding as of September 17, 2009, after giving effect to the forfeiture of
9,453,412 shares of common stock by certain insiders of SPAH and the co-investment by an affiliate of Steel Partners
II, L.P. to purchase 3,000,000 units, each consisting of one share of common stock and one warrant it previously
agreed to purchase at $10.00 per unit ($30.0 million in the aggregate) in a private placement that will occur
immediately prior to the consummation of the merger. This private placement is referred to as the co-investment.

This joint proxy statement/prospectus provides detailed information about the merger, the special meeting of SPAH
stockholders, the special meeting of SPAH warrantholders and the special meeting of Frontier shareholders. At the
SPAH and Frontier stockholders meetings, stockholders are being asked to consider and vote upon a proposal to adopt
the Agreement and Plan of Merger, dated as of July 30, 2009, by and between Frontier and SPAH, as amended by
Amendment No. 1 to Agreement and Plan of Merger, dated as of August 10, 2009, pursuant to which Frontier will
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merge with and into SPAH (the �merger proposal�). SPAH is also asking its stockholders to approve other matters in
connection with the merger, that are described in this joint proxy statement/prospectus, including certain amendments
to SPAH�s Amended and Restated Certificate of Incorporation (the �SPAH Certificate of Incorporation�) and the election
of directors to the Board of Directors of SPAH. SPAH is asking its stockholders to approve certain amendments to the
SPAH Certificate of Incorporation because in its current form, the SPAH Certificate of Incorporation does not allow
for SPAH to complete the proposed merger. At the SPAH warrantholders� meeting, warrantholders are being asked to
amend

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 27



Table of Contents

certain terms of the Amended and Restated Warrant Agreement, which governs the terms of SPAH�s outstanding
warrants. If the merger is consummated, Frontier shareholders will receive warrants on the same terms and conditions
as the publicly traded warrants, after giving effect to the warrant amendment proposal. Each SPAH public stockholder
may have securities law claims against SPAH for rescission or damages on the basis that SPAH is seeking to take
certain action that may be inconsistent with the disclosure provided in its initial public offering prospectus. See �The
Merger and the Merger Agreement � Rescission Rights� for additional information.

As described in this joint proxy statement/prospectus, we cannot complete the merger unless SPAH stockholders
approve the amendments to the SPAH Certificate of Incorporation, holders of no more than 10% of the shares (minus
one share) sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights (unless
SPAH waives this condition), stockholders of both SPAH and Frontier approve the merger proposal, SPAH
warrantholders approve the warrant amendment proposal, SPAH�s application to become a bank holding company is
approved, and we obtain the necessary government approvals, among other things.

The businesses and operations of Frontier and its subsidiary, Frontier Bank, are currently subject to several regulatory
actions. Frontier�s management believes it has addressed many of the concerns and is in compliance with most of the
regulatory requirements, other than to increase its Tier 1 capital. However, Frontier may not be able to satisfy all
regulatory requirements prior to the consummation of the merger, which could limit Frontier�s growth and adversely
affect its earnings, businesses and operations. In addition, failure to comply with these regulatory actions or any future
actions could result in further regulatory actions or restrictions, including monetary penalties and the potential closure
of Frontier Bank.

Please carefully review and consider this joint proxy statement/prospectus which explains the merger proposal
in detail, including the discussion under the heading �Risk Factors� beginning on page 34. It is important that your
shares are represented at your stockholders� or warrantholders� meeting, whether or not you plan to attend. Accordingly,
please complete, date, sign, and return promptly your proxy card in the enclosed envelope. You may attend the
meeting and vote your shares in person if you wish, even if you have previously returned your proxy.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved the securities to be issued under this joint proxy statement/prospectus or determined if this joint
proxy statement/prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

SPAH consummated its initial public offering on October 16, 2007. UBS Investment Bank, Ladenburg
Thalmann & Co. Inc. and Jefferies & Company, the underwriters of SPAH�s initial public offering, may
provide assistance to SPAH, Frontier and their respective directors and executive officers, and may be deemed
to be participants in the solicitation of proxies. Approximately $17.3 million of the underwriters� discounts and
commissions relating to SPAH�s initial public offering were deferred pending stockholder approval of SPAH�s
initial business combination and will be released to the underwriters upon consummation of the merger. SPAH
is in negotiation with its underwriters regarding the amount and form of payment of such deferred
underwriting fees from SPAH�s initial public offering. As of the date hereof, SPAH has negotiated the reduction
of underwriting fees by approximately $3.65 million and SPAH will continue to negotiate a further reduction of
such fees until a mutual settlement can be reached. The results of these negotiations are uncertain since the
underwriters can discontinue negotiations with SPAH at any time and require the full amount of their fees
payable upon consummation of the merger. If the merger is not consummated and SPAH is required to be
liquidated, the underwriters will not receive any of such fees. Stockholders are advised that the underwriters
have a financial interest in the successful outcome of the proxy solicitation. In addition, Frontier engaged
Sandler O�Neill & Partners, L.P. (�Sandler O�Neill�) as a financial advisor to assist Frontier in pursuing all
strategic alternatives. As part of such engagement, Sandler O�Neill has provided, and Frontier expects that
Sandler O�Neill will continue to provide, financial advisory services to Frontier in connection with the proposed
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merger. Therefore, Sandler O�Neill may be deemed to be a participant in the solicitation of proxies. Sandler
O�Neill has received a fee of $500,000 and upon consummation of the merger, will receive $9.5 million payable
at the closing of the merger. Stockholders are advised that Sandler O�Neill has a financial interest in the
successful outcome of the merger.

This joint proxy statement/prospectus is dated September 24, 2009 and is first being mailed to SPAH and Frontier
stockholders and SPAH warrantholders on or about September 24, 2009.
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In this joint proxy statement/prospectus, except as otherwise indicated herein, or as the context may otherwise
require, (i) all references to �SPAH� refer to SP Acquisition Holdings, Inc., (ii) all references to �Frontier� refer to
Frontier Financial Corporation together with its subsidiary, Frontier Bank, (iii) all references to the �SPAH Board�
refer to the Board of Directors of SPAH, (iv) all references to the �Frontier Board� refer to the Board of Directors of
Frontier, (v) all references to �SP II� refer to Steel Partners II, L.P., (vi) all references to the �Steel Trust� refer to
Steel Partners II Liquidating Series Trust � Series F, a liquidating trust established for the purpose of effecting the
orderly liquidation of certain assets of SP II, (vii) all references to the �SPAH insiders� refer to SP Acq LLC, SP II,
Anthony Bergamo, Ronald LaBow, Howard M. Lorber, Leonard Toboroff and S. Nicholas Walker or each of their
permitted transferees, (viii) all references to the �SPAH public stockholders� refer to purchasers of SPAH�s
securities by persons other than SPAH�s insiders in, or subsequent to, SPAH�s initial public offering, (ix) all
references to the �SPAH Certificate of Incorporation� refer to the Amended and Restated Certificate of Incorporation
of SPAH, (x) all references to the �merger agreement� refer to the Agreement and Plan of Merger, dated as of
July 30, 2009, by and between SPAH and Frontier, as amended by Amendment No. 1 to Agreement and Plan of
Merger, dated as of August 10, 2009, (xi) all references to the �merger� refer to the merger of SPAH and Frontier
pursuant to the terms and conditions of the merger agreement, and (xii) all references to the �Frontier insiders� refer
to all of Frontier�s officers, directors and stockholders beneficially owning 5% or more of Frontier�s outstanding
common stock (other than Barclay�s Global Investors, State Street Bank and Trust Company and other institutional
investors).

GENERAL QUESTIONS AND ANSWERS

Q: Why am I receiving this joint proxy statement/prospectus?

A: SPAH and Frontier have agreed to combine their businesses under the terms of a merger agreement that is
described in this joint proxy statement/prospectus. A copy of the merger agreement is attached to this joint proxy
statement/prospectus as Annex A.

In order to complete the merger, SPAH must register the shares of SPAH common stock and SPAH warrants to
be issued in the merger, and both SPAH stockholders and Frontier shareholders must adopt the merger
agreement, among other things. SPAH will hold a special meeting of its stockholders and Frontier will hold a
special meeting of its shareholders to obtain these approvals. SPAH is also asking its stockholders to approve
other matters at the SPAH special meeting of stockholders that are described in this joint proxy
statement/prospectus, including certain amendments to the SPAH Certificate of Incorporation, and the election of
directors to the SPAH Board.

SPAH warrantholders are being asked to consider and vote upon a proposal to amend certain terms of the
Amended and Restated Warrant Agreement, dated as of October 4, 2007, by and between SPAH and Continental
Stock Transfer & Trust Company (the �Warrant Agreement�). Upon consummation of the merger, Frontier
shareholders will receive warrants on the same terms and conditions as the publicly traded warrants, after giving
effect to the warrant amendment proposal.

This joint proxy statement/prospectus contains important information about the merger and the special meetings
of each of SPAH and Frontier, and we recommend you read it carefully.

Q: Why is Frontier merging with and into SPAH?

A: SPAH is proposing to acquire Frontier pursuant to the merger agreement. SPAH believes that Frontier, a
registered bank holding company, is positioned for significant growth in its current and expected future markets
and believes that a business combination with Frontier will provide SPAH stockholders with an opportunity to
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participate in a company with significant potential. The Frontier Board believes the merger provides Frontier
shareholders with the potential to participate in a newly-capitalized company with the ability to take advantage of
growth opportunities.

If the merger proposal and related proposals are approved by the stockholders of SPAH and Frontier and the
other conditions to completion of the merger are satisfied, including receipt of all necessary government
approvals, Frontier will merge with and into SPAH, and SPAH will survive the merger.

1
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Frontier is a Washington corporation which was incorporated in 1983 and is registered as a bank holding
company under the Bank Holding Company Act of 1956 (the �BHC Act�). Frontier has one operating subsidiary,
Frontier Bank, which is engaged in a general banking business and in businesses related to banking. Frontier is
headquartered in Everett, Snohomish County, Washington. Frontier Bank was founded in September 1978, by
Robert J. Dickson and local business persons and is an �insured bank� as defined in the Federal Deposit Insurance
Act. Frontier engages in general banking business in Washington and Oregon, including the acceptance of
demand, savings and time deposits and the origination of loans. As of June 30, 2009, Frontier serves its
customers from fifty-one branches (with the downtown Poulsbo branch scheduled to close in October). Frontier
had deposits of approximately $3.2 billion, net loans of $3.3 billion, assets of $4.0 billion and equity of
$269.5 million, at June 30, 2009.

SPAH is a blank check company organized to effect an acquisition, through a merger, capital stock exchange,
asset acquisition, stock purchase, reorganization or other similar business combination, of one or more businesses
or assets. SPAH consummated its initial public offering on October 16, 2007, generating gross proceeds of
approximately $439,896,000 from its initial public offering and sale of warrants (the �additional founder�s
warrants�) in a private transaction to SP Acq LLC immediately prior to the initial public offering. SP Acq LLC,
which is controlled by Warren G. Lichtenstein, SPAH�s Chairman, President, and Chief Executive Officer, is a
holding company founded to form SPAH and hold an investment in SPAH�s units issued prior to SPAH�s initial
public offering (the �founder�s units�), consisting of shares of common stock (the �founder�s shares�) and warrants (the
�initial founder�s warrants�). SP Acq LLC has sold a total of 500,000 founder�s units to Anthony Bergamo, Ronald
LaBow, Howard M. Lorber, Leonard Toboroff and S. Nicholas Walker, each a director of SPAH, and has sold
668,988 founder�s units to SP II, an affiliate of SP Acq LLC.

Net proceeds of approximately $425,909,120 were deposited into a trust account, which SPAH intends to use to
complete the merger and make payment of the deferred underwriting commissions and discounts. In the event
SPAH is unable to complete the merger or another business combination by October 10, 2009, the funds in the
trust account will be distributed to the SPAH public stockholders. As of September 17, 2009, the balance in the
trust account was approximately $426.3 million, including approximately $17.3 million of deferred underwriting
discounts and commissions. SPAH is in negotiation with its underwriters regarding the amount and form of
payment of such deferred underwriting fees from SPAH�s initial public offering. As of the date hereof, SPAH has
negotiated the reduction of underwriting fees by approximately $3.65 million and SPAH will continue to
negotiate a further reduction of such fees until a mutual settlement can be reached. The results of these
negotiations are uncertain since the underwriters can discontinue negotiations with SPAH at any time and require
the full amount of their fees payable upon consummation of the merger.

In connection with the initial public offering, SP II previously agreed to purchase an aggregate of 3,000,000 units
(the �co-investment units�) at $10.00 per unit ($30.0 million in the aggregate) in a private placement that will occur
immediately prior to the consummation of the merger. Pursuant to a plan of reorganization, SP II has contributed
certain assets to the Steel Trust, a liquidating trust established for the purpose of effecting the orderly liquidation
of such assets. As a result, all of the founder�s shares and initial founder�s warrants owned by SP II have been
transferred to the Steel Trust in a private transaction exempt from registration under the Securities Act of 1933, as
amended (the �Securities Act�). The Steel Trust has agreed to assume all of SP II�s rights and obligations with
respect to the founder�s shares and initial founder�s warrants, as more fully described elsewhere in this joint proxy
statement/prospectus, including the obligation to purchase the co-investment units. The proceeds from the sale of
the co-investment units will provide us with additional equity capital to fund the merger.

Q: How do the Board of Directors of each of SPAH and Frontier recommend that I vote on the merger?
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A: You are being asked to vote �FOR� the approval of the merger of Frontier with and into SPAH pursuant to the
terms of the merger agreement. The Board of Directors of each of SPAH and Frontier has unanimously
determined that the proposed merger is in the best interests of its stockholders, unanimously approved the merger
agreement and unanimously recommend that its stockholders vote �FOR� the approval of the merger.
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Q: When do you expect to complete the merger?

A: We presently expect to complete the merger in the fourth quarter of 2009. However, we cannot assure you when
or if the merger will occur. We must first obtain the approval of SPAH and Frontier stockholders at the special
meetings, and receive the necessary regulatory approvals, among other things. Pursuant to the SPAH Certificate
of Incorporation, if SPAH does not consummate an initial business combination by October 10, 2009, SPAH will
be required to liquidate and dissolve and the SPAH public stockholders would be entitled to participate in
liquidation distributions from SPAH�s trust account with respect to their shares.

Q: What should I do now?

A: After you have carefully read this joint proxy statement/prospectus, please indicate on your proxy card how you
want to vote, and then date, sign and mail your proxy card in the enclosed envelope as soon as possible so that
your shares will be represented at the meeting. If you date, sign and send in a proxy card but do not indicate how
you want to vote, your proxy will be voted in favor of the merger proposal.

Q: If my shares are held in �street name� by my broker, will my broker vote my shares for me?

A: It depends. A broker holding your shares in �street name� must vote those shares according to any specific
instructions it receives from you. You should instruct your broker how to vote your shares following the
directions your broker provides. If specific instructions are not received, in certain limited circumstances your
broker may vote your shares in its discretion. On certain �routine� matters, brokers have authority to vote their
customers� shares if their customers do not provide voting instructions. When brokers vote their customers� shares
on a routine matter without receiving voting instructions, these shares are counted both for establishing a quorum
to conduct business at the meeting and in determining the number of shares voted �FOR� or �AGAINST� the routine
matter. On �non-routine� matters, brokers cannot vote the shares on that proposal if they have not received voting
instructions from the beneficial owner of such shares. If you hold your shares in �street name,� you can either
obtain physical delivery of the shares into your name, and then vote your shares yourself, or request a �legal proxy�
directly from your broker and bring it to the special meeting, and then vote your shares yourself. In order to
obtain shares directly into your name, you must contact your brokerage house representative. Brokerage firms
may assess a fee for your conversion; the amount of such fee varies from firm to firm.

SPAH.  If you do not provide your broker with voting instructions, your broker may vote your shares at its
discretion with regard to the election of directors to the SPAH Board, since these matters are routine. However,
your broker may not vote your shares, unless you provide voting instructions, with regard to adoption of the
merger agreement, or the adoption of the amendments to the SPAH Certificate of Incorporation, since these
matters are not routine. Failure to instruct your broker how to vote your shares will have the same effect as a vote
against the adoption of the merger agreement and the adoption of the amendments to the SPAH Certificate of
Incorporation, but will have no effect on the election of directors to the SPAH Board.

Frontier.  Your broker may not vote your shares, unless you provide voting instructions, with regard to approval
of the merger proposal, since this matter is not routine. Failure to instruct your broker how to vote your shares
will have the same effect as a vote against the merger proposal.

Q: Can I change my vote after I have submitted my proxy?

A: Yes. There are a number of ways you can change your vote. First, you may send a written notice to the person to
whom you submitted your proxy stating that you would like to revoke your proxy. Second, you may complete
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and submit a later-dated proxy with new voting instructions. The latest vote actually received by SPAH or
Frontier prior to the special meetings will be your vote. Any earlier votes will be revoked. Third, you may attend
the special meeting and vote in person. Any earlier votes will be revoked. Simply attending the special meeting
without voting, however, will not revoke your proxy. If you have instructed a broker to vote your shares, you
must follow the directions you will receive from your broker to change or revoke your proxy.
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Q: What should I do if I receive more than one set of voting materials?

A: You may receive more than one set of voting materials, including multiple copies of this joint proxy
statement/prospectus and multiple proxy cards or voting instruction cards. For example, if you hold your shares
or warrants in more than one brokerage account, you will receive a separate voting instruction card for each
brokerage account in which you hold shares or warrants. If you are a holder of record and your shares or warrants
are registered in more than one name, you will receive more than one proxy card. Please complete, sign, date and
return each proxy card and voting instruction card that you receive in order to cast your vote with respect to all of
your shares and/or warrants.

Q: Whom should I contact with questions about the merger?

A: If you want additional copies of this joint proxy statement/prospectus, or if you want to ask questions about the
merger or the transactions contemplated by the merger agreement, you should contact:

SP Acquisition Holdings, Inc.
590 Madison Avenue

32nd Floor
New York, New York 10022
Attn: John McNamara

(212) 520-2300

Frontier Financial Corporation
332 S.W. Everett Mall Way

P. O. Box 2215
Everett, Washington 98213
Attn: Carol E. Wheeler
Chief Financial Officer

(425) 514-0700

4
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QUESTIONS AND ANSWERS FOR SPAH STOCKHOLDERS

Q: When and where is the SPAH special meeting of stockholders?

A: The special meeting of SPAH stockholders will be held on October 8, 2009 at 11:00 a.m., local time, at the
offices of Olshan Grundman Frome Rosenzweig & Wolosky LLP, at Park Avenue Tower, 65 East 55th Street,
New York, New York 10022.

Q: How can I attend the SPAH special meeting?

A: SPAH stockholders as of the close of business on September 17, 2009, and those who hold a valid proxy for the
special meeting are entitled to attend the SPAH special meeting. SPAH stockholders should be prepared to
present photo identification for admittance. In addition, names of record holders will be verified against the list of
record holders on the record date prior to being admitted to the meeting. SPAH stockholders who are not record
holders but who hold shares through a broker or nominee (i.e., in street name), should provide proof of beneficial
ownership on the record date, such as a most recent account statement prior to September 17, 2009, or other
similar evidence of ownership. If SPAH stockholders do not provide photo identification or comply with the
other procedures outlined above upon request, they will not be admitted to the SPAH special meeting.

The SPAH special meeting will begin promptly at 11:00 a.m., local time. Check-in will begin at 10:00 a.m., local
time, and you should allow ample time for the check-in procedures.

Q: What is being proposed, other than the merger, to be voted on at the SPAH special meeting?

A: SPAH�s stockholders are being asked to:

� adopt an amendment to the SPAH Certificate of Incorporation to eliminate the requirement that the fair market
value of the target business equal at least 80% of the balance of SPAH�s trust account, (excluding underwriting
discounts and commissions) plus the proceeds of the co-investment, to be effective immediately prior to the
consummation of the merger to be effective immediately prior to the consummation of the merger described
below (�Proposal No. 1�);

� adopt an amendment to the SPAH Certificate of Incorporation to provide that SPAH cannot consummate the
merger unless up to at least 10% (minus one share) but no more than 30% (minus one share) of SPAH public
stockholders are able to exercise their conversion rights, to be effective immediately prior to the consummation
of the merger described below (�Proposal No. 2� and, together with Proposal No. 1, the �Initial Charter
Amendments�);

� adopt an amendment to the SPAH Certificate of Incorporation to change SPAH�s corporate name to �Frontier
Financial Corporation,� to be effective upon consummation of the merger (the �Name Change Proposal�);

� adopt an amendment to the SPAH Certificate of Incorporation to permit SPAH�s continued existence after
October 10, 2009, to be effective upon consummation of the merger (the �Continued Existence Proposal�);

� adopt an amendment to the SPAH Certificate of Incorporation to create a new class of common stock of SPAH
(the �Non-Voting Common Stock�), which will have economic rights but no voting rights and be subject to certain
conversion conditions, to be effective upon consummation of the merger (the �New Class Proposal� and, together
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with the Name Change Proposal and the Continued Existence Proposal, the �Subsequent Charter Amendments�);
and

� elect to the SPAH Board, Warren G. Lichtenstein, who will serve as Chairman of the Board, and, if the merger is
consummated, four directors from Frontier, comprised of Patrick M. Fahey, Lucy DeYoung, Mark O. Zenger and
David M. Cuthill, each of whom currently serve on the Frontier Board, in each case to serve until the next annual
meeting of SPAH and until their successors shall have been elected and qualified.

At the special meeting, SPAH may also transact such other business as may properly come before the special
meeting or any adjournments or postponements thereof.

The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s
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outstanding shares of common stock. However, SPAH believes, and has received an opinion from its special
Delaware counsel that while the matter has not been settled as a matter of Delaware law and, accordingly, is not
entirely free from doubt, the Initial Charter Amendments, if duly approved by a majority of the shares of SPAH�s
outstanding common stock entitled to vote at the special meeting, will be valid under Delaware law.

Since SPAH�s initial public offering prospectus did not disclose that SPAH would seek approval of the Initial
Charter Amendments and the New Class Proposal, among other things, each SPAH stockholder at the time of the
merger that purchased shares in, or subsequent to, SPAH�s initial public offering up to and until the record date,
may have securities law claims against SPAH for rescission or damages. See �The Merger and the Merger
Agreement � Rescission Rights� for additional information.

Q: Are the proposals conditioned on one another?

A: Yes. Unless SPAH and Frontier agree otherwise, the merger proposal will only be presented for a vote at the
special meeting if (i) the Initial Charter Amendments are approved by SPAH stockholders and (ii) the proposal to
amend SPAH�s Warrant Agreement is approved at the special meeting of SPAH warrantholders to be held
immediately prior to the special meeting of SPAH stockholders. The Subsequent Charter Amendments and the
election of the Frontier nominees will only be effected in the event and at the time the merger with Frontier is
consummated, although approval of the Subsequent Charter Amendments is a condition to closing the merger.
The election of Mr. Lichtenstein does not require the approval of any other proposals to be effective.

Q: Why is SPAH proposing the Initial Charter Amendments?

A: SPAH is proposing Proposal No. 1 to amend the definition of an �initial business combination� to eliminate the
requirement that the fair market value of the target business equal at least 80% of the balance of SPAH�s trust
account (excluding underwriting discounts and commissions) plus the proceeds of the co-investment. Because the
fair market value of Frontier on the date of the merger will be less than 80% of the balance of the trust account
(excluding underwriting discounts and commissions) plus the proceeds of the co- investment, the proposed
merger does not meet the fair market value requirement. Accordingly, SPAH must amend the SPAH Certificate
of Incorporation immediately prior to presenting the merger proposal for a vote at the special meeting of
stockholders to provide SPAH stockholders the opportunity to vote on the merger.

SPAH is proposing Proposal No. 2 to amend the SPAH Certificate of Incorporation to provide that SPAH cannot
consummate the merger unless up to at least 10% (minus one share) but no more than 30% (minus one share) of
SPAH public stockholders are able to exercise their conversion rights. The SPAH Certificate of Incorporation in
its current form prohibits SPAH from consummating an initial business combination in which SPAH public
stockholders owning less than 30% (minus one share) are unable to elect conversion. However, SPAH has made
it a condition to closing the merger agreement that holders of no more than 10% of the shares (minus one share)
sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights in order to
ensure that the combined company immediately following the consummation of the merger has sufficient Tier 1
capital to return to compliance levels. Accordingly, SPAH must amend the SPAH Certificate of Incorporation
immediately prior to presenting the merger proposal for a vote at the special meeting of stockholders to provide
for this closing condition.

SPAH believes that the proposed merger is an extremely attractive opportunity in the current market environment
and therefore, SPAH public stockholders should be given the opportunity to consider the business combination.
In considering the Initial Charter Amendments, the SPAH Board came to the conclusion that the potential
benefits of the proposed merger with Frontier to SPAH and its stockholders outweighed the possibility of any
liability described below as a result of this amendment being approved. SPAH is offering holders of up to 10%
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(minus one share) sold in SPAH�s initial public offering, the ability to affirmatively vote such shares against the
merger proposal and demand that such shares be converted into a pro rata portion of the trust account.
Accordingly, SPAH believes that the Initial Charter Amendments are consistent with the spirit in which SPAH
offered its securities to the public. If the requisite approval is received, the Initial Charter Amendments will be
filed with the Delaware Secretary of State immediately upon their approval and prior to the stockholders�
consideration of the merger proposal at the special meeting of stockholders.
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The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s outstanding
shares of common stock. However, SPAH believes, and has received an opinion from its special Delaware
counsel that while the matter has not been settled as a matter of Delaware law and, accordingly, is not entirely
free from doubt, the Initial Charter Amendments, if duly approved by a majority of the shares of SPAH�s
outstanding common stock entitled to vote at the special meeting, will be valid under Delaware law.

Because the SPAH Certificate of Incorporation in its current form does not allow for SPAH to complete the
proposed merger and SPAH is seeking to take certain action that may be inconsistent with the disclosure
provided in its initial public offering prospectus, each SPAH public stockholder at the time of the merger who
purchased his or her shares in the initial public offering or afterwards up to and until the record date, may have
securities law claims against SPAH for rescission (under which a successful claimant has the right to receive the
total amount paid for his or her securities pursuant to an allegedly deficient prospectus, plus interest and less any
income earned on the securities, in exchange for surrender of the securities) or damages (compensation for loss
on an investment caused by alleged material misrepresentations or omissions in the sale of a security). See �The
Merger and the Merger Agreement � Rescission Rights� for additional information.

Q: Why is SPAH proposing the Subsequent Charter Amendments?

A: If the merger agreement is approved and adopted by SPAH stockholders, SPAH is proposing to amend the SPAH
Certificate of Incorporation to (i) change SPAH�s corporate name from �SP Acquisition Holdings, Inc.� to �Frontier
Financial Corporation�, (ii) permit SPAH�s continued corporate existence after October 10, 2009 and (iii) create a
new class of common stock of SPAH which will have economic rights but no voting rights and be subject to
certain conversion conditions. SPAH is proposing the Name Change Proposal because, in the event of a merger
with Frontier, SPAH�s current name will not accurately reflect its business operations. SPAH is proposing the
Continued Existence Proposal because under the SPAH Certificate of Incorporation, SPAH must submit a
proposal to amend the SPAH Certificate of Incorporation to permit SPAH�s continued corporate existence at the
same time SPAH submits a proposal to stockholders to approve an initial business combination. SPAH also
believes continued existence is the usual period of existence for most corporations.

SPAH is proposing the New Class Proposal to create a new class of common stock, the Non-Voting Common
Stock, that may be issued to stockholders and/or warrantholders, following the consummation of the merger, so
that a stockholder or warrantholder, in its election, may, for example, remain below the ownership threshold
which would subject them to regulation as a bank holding company as described below. The terms of the
Non-Voting Common Stock are identical to the terms of SPAH�s voting common stock except that the
Non-Voting Common Stock has no voting rights and holders of such Non-Voting Common Stock may transfer
shares of such Non-Voting Common Stock to a transferee who is unaffiliated with such holder, and such
transferee may convert their shares into an equal number of shares of voting common stock, under certain
circumstances. In connection with the creation of the new class of Non-Voting Common Stock, the SPAH
Certificate of Incorporation would also be amended so that unless a stockholder of SPAH�s voting common stock
registers with the Board of Governors of the Federal Reserve System (the �Federal Reserve�) as a bank holding
company, (i) each stockholder that owns, controls, or has the power to vote, for purposes of the BHC Act, or the
Change in Bank Control Act of 1978, as amended (the �CIBC Act�), and any rules and regulations promulgated
thereunder, 10% or more of the voting common stock of SPAH outstanding at such time, shall have all shares of
such stockholder�s voting common stock in excess of 10% (minus one share) automatically converted into an
equal number of shares of Non-Voting Common Stock, and (ii) with respect to SP Acq LLC and certain of its
officers and directors, SP II and the Steel Trust, if at any time such parties own, control, or have the power to
vote, for purposes of the BHC Act, or the CIBC Act, and any rules and regulations promulgated thereunder, 5%
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or more of SPAH�s voting common stock outstanding at such time, SPAH shall automatically convert all such
shares of voting common stock in excess of 5% (minus one share) into an equal number of shares of Non-Voting
Common Stock.

Under the BHC Act, a company that directly or indirectly owns, controls or has the power to vote 25% or more of
a class of voting stock of a bank or a bank holding company is a bank holding company for purposes of the BHC
Act and is subject to regulation as a bank holding company as described in the section entitled �Regulation
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and Supervision � Federal Bank Holding Company Regulation.� In addition, a company that directly or indirectly
owns, controls or has the power to vote 10% or more, but less than 25%, of a class of voting stock of a bank or a
bank holding company may be presumed to control the bank and/or bank holding company. If the presumption of
control is not rebutted, the company is subject to the regulation as a bank holding company as described in the
section entitled �Regulation and Supervision � Federal Bank Holding Company Regulation.� The presumption of
control may be rebutted by entering into a passivity agreement with the Federal Reserve, which contains specific
terms to limit the ability to control the management and policies of the bank and/or bank holding company. A
company that owns, controls or has the power to vote 10% or more, but less than 25%, of a class of voting stock
of a bank or a bank holding company and that enters into a passivity agreement generally is not subject to
regulation as a bank holding company. A company that directly or indirectly owns, controls or has the power to
vote less than 10% of any class of voting stock of a bank or a bank holding company generally is not subject to
regulation as a bank holding company.

Given these considerations, in order to permit investor flexibility, SPAH is also requesting warrantholder
approval at a special meeting of warrantholders to amend the terms of the Warrant Agreement, and intends to
amend certain agreements entered into with the SPAH insiders, which govern the terms and conditions of the
initial founder�s warrants and additional founder�s warrants (the �Founder�s Agreements�), to provide warrantholders
with the option to receive either voting shares of SPAH common stock or shares of Non-Voting Common Stock
in certain situations.

This Subsequent Charter Amendment is being proposed for the benefit of SP Acq LLC and its affiliates,
including the Steel Trust, who otherwise would acquire more than 10% of the voting securities of SPAH upon the
exercise of their initial founder�s warrants, additional founder�s warrants and co-investment warrants following the
consummation of the merger as well as other significant warrantholders. However, all stockholders and/or
warrantholders will be permitted to receive Non-Voting Common Stock at their election. If the warrant
amendment proposal is approved by SPAH warrantholders at the special meeting of SPAH warrantholders, and
unless a warrantholder registers with the Federal Reserve as a bank holding company, each warrantholder shall
only be entitled to exercise its warrants for voting common stock of SPAH, (i) to the extent (but only to the
extent) that such conversion or receipt would not cause or result in such holder, together with its affiliates, being
deemed to own, control or have the power to vote, for purposes of the BHC Act, or the CIBC Act, and any rules
and regulations promulgated thereunder, more than 10% (minus one share) of any class of voting common stock
of SPAH outstanding at such time, provided, however, that with respect to SP Acq LLC and certain of its officers
and directors, SP II and the Steel Trust, such parties will only be entitled to exercise their warrants for SPAH
voting common stock, to the extent (but only to the extent) that such conversion or receipt would not cause or
result in such persons and their affiliates, collectively, being deemed to own, control or have the power to vote,
for purposes of the BHC Act, or the CIBC Act, and any rules and regulations promulgated thereunder, more than
5% (minus one share) of any class of SPAH voting common stock outstanding at such time, and (ii) to the extent
any such exercise exceeds the limits in clause (i) above, for Non-Voting Common Stock, to the extent (but only
to the extent) that such conversion or receipt would not cause or result in such holder and its affiliates,
collectively, being deemed to own, control or have the power to vote, for purposes of the BHC Act or the CIBC
Act, and any rules and regulations promulgated thereunder, more than one-third (minus one share) of the total
equity of SPAH. In addition, to the extent a warrantholder holds any warrants that cannot be exercised pursuant
to clause (ii) above, the amount of such warrants in excess of the limit set forth in clause (ii) above will not be
transferable by such warrantholder to any third party. SP Acq LLC and the Steel Trust have also separately
agreed, pursuant to letter agreements with SPAH, to receive Non-Voting Common Stock upon exercise of their
initial founder�s warrants, additional founder�s warrants and co-investment warrants following the consummation
of the merger, as necessary in order to maintain an ownership level of voting common stock below 5% of the
total outstanding shares of voting common stock. At their discretion, SP Acq LLC and/or the Steel Trust will
convert such shares into voting common stock in accordance with the SPAH Certificate of Incorporation, as
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beneficiaries, such shares will also be converted into voting common stock in accordance with the SPAH
Certificate of Incorporation, as amended by the Subsequent Charter Amendments, subject to the conversion
conditions set forth therein.
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Q: What vote is needed to adopt the merger agreement and to approve the other matters at the special
meeting?

A: Adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding
shares of SPAH common stock entitled to vote at the special meeting. The SPAH Certificate of Incorporation
also requires that the holders of a majority of SPAH�s outstanding shares of common stock issued in SPAH�s initial
public offering are voted, in person or by proxy, in favor of the merger and that such SPAH public stockholders
owning no more than 30% (minus one share) of the shares sold in SPAH�s initial public offering vote against the
merger and thereafter exercise their conversion rights as described below. If Proposal No. 2 is approved and
adopted, it is a condition to closing the merger agreement that holders of no more than 10% of the shares (minus
one share) sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights,
although at SPAH�s discretion, this closing condition may be waived in order to consummate the merger.
Accordingly, SPAH may not consummate the merger if 10% or more of the holders of shares sold in or
subsequent to SPAH�s initial public offering elect to exercise their conversion rights. If SPAH elects to waive this
closing condition, it may raise the conversion threshold to anywhere between 10% to 30% (minus one share).
SPAH does not believe it will raise the conversion threshold and currently intends only to raise the conversion
threshold if it believes that the combined entity will have sufficient Tier 1 capital to return to compliance levels.

The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s outstanding
shares of common stock. However, SPAH believes, and has received an opinion from its special Delaware
counsel that while the matter has not been settled as a matter of Delaware law and, accordingly, is not entirely
free from doubt, the Initial Charter Amendments, if duly approved by a majority of the shares of SPAH�s
outstanding common stock entitled to vote at the special meeting, will be valid under Delaware law.

Adoption of the Subsequent Charter Amendments requires the affirmative vote of a majority of the shares of
SPAH�s outstanding common stock entitled to vote at the special meeting. Directors will be elected by a plurality
of the votes cast by stockholders present in person or represented by proxy and entitled to vote at the special
meeting.

Q: How do the SPAH insiders intend to vote their shares?

A: The SPAH insiders have agreed to vote all of their 10,822,400 founder�s shares, which constitutes approximately
20% of SPAH�s outstanding shares of common stock, either for or against the merger proposal consistent with the
majority of the votes cast on the merger by the SPAH public stockholders. To the extent any SPAH insider or
officer of director of SPAH has acquired shares of SPAH common stock in, or subsequent to, SPAH�s initial
public offering, it, he or she has agreed to vote these acquired shares in favor of the merger proposal. As of the
date hereof, none of the SPAH insiders or officers of directors of SPAH own any shares sold in, or subsequent to,
the SPAH initial public offering. The SPAH insiders have further indicated that they will vote all of their shares
in favor of the adoption of the amendments to the SPAH Certificate of Incorporation and for the election of each
of the director nominees to the SPAH Board. While the founder�s shares voted by the SPAH insiders will count
towards the voting and quorum requirements under Delaware law, they will not count towards the voting
requirement under the SPAH Certificate of Incorporation because the founder�s shares were not issued in SPAH�s
initial public offering. As described below, pursuant to a plan of reorganization, SP II has contributed certain
assets, including its shares of SPAH common stock and warrants, to the Steel Trust. The trust has agreed to
assume all of SP II�s rights and obligations with respect to these shares and warrants, including to vote in
accordance with the foregoing.
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Upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of its founder�s shares and
Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of their
founder�s shares.

Q: What will SPAH stockholders receive in the proposed merger?

A: SPAH stockholders will receive nothing in the merger. SPAH stockholders will continue to hold the same
number of shares of SPAH�s common stock that they owned prior to the merger, except that upon consummation
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of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of its founder�s shares and Messrs. Bergamo, LaBow,
Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of their founder�s shares.

SPAH stockholders do not have appraisal rights in connection with the merger under applicable Delaware law,
but do have conversion rights as described below.

Q: What is the co-investment?

A: In connection with the initial public offering, SP II previously agreed to purchase an aggregate of 3,000,000
co-investment units at $10.00 per unit ($30.0 million in the aggregate) in a private placement that will occur
immediately prior to the consummation of the merger. Pursuant to a plan of reorganization, SP II has contributed
certain assets to the Steel Trust, a liquidating trust established for the purpose of effecting the orderly liquidation
of such assets. As a result, all of the founder�s shares and initial founder�s warrants owned by SP II have been
transferred to the Steel Trust in a private transaction exempt from registration under the Securities Act. The Steel
Trust has agreed to assume all of SP II�s rights and obligations with respect to the founder�s shares and initial
founder�s warrants, as more fully described elsewhere in this joint proxy statement/prospectus, including the
obligation to purchase the co-investment units. Since SPAH�s initial public offering prospectus disclosed that only
SP II or SP Acq LLC may purchase the co-investment units, SPAH public stockholders may have a securities law
claim against SPAH for rescission (under which a successful claimant has the right to receive the total amount
paid for his or her securities pursuant to an allegedly deficient prospectus, plus interest and less any income
earned on the securities, in exchange for surrender of the securities) or damages (compensation for loss on an
investment caused by alleged material misrepresentations or omissions in the sale of a security), as described
more fully under �The Merger and the Merger Agreement � Rescission Rights.�

The units purchased in the co-investment will be identical to the units sold in SPAH�s initial public offering,
except that they will be subject to certain transfer restrictions. The proceeds from the sale of the co-investment
units will not be received by SPAH until immediately prior to the consummation of the merger. The proceeds
from the sale of the co-investment units will provide SPAH with additional equity capital to fund the merger. If
the merger is not consummated, the Steel Trust will not purchase the co-investment units and no proceeds will
deposited into SPAH�s trust account or available for distribution to SPAH�s stockholders in the event of a
liquidating distribution.

Q: How much of SPAH�s common stock will existing SPAH stockholders own upon completion of the merger
and co-investment?

A: It depends. The percentage of SPAH�s common stock (whether voting or non-voting) that existing SPAH
stockholders will own after the merger and co-investment will vary depending on whether:

� any Frontier shareholder exercises dissenters� rights;

� any of SPAH�s 66,624,000 outstanding warrants (after reflecting the co-investment and merger) are exercised;
and

� any SPAH public stockholder exercises their right to convert their shares into cash equal to a pro rata portion of
the SPAH trust account.

Depending on the scenario, existing SPAH stockholders will own from 94.5% to 96.1% of SPAH�s common stock
after the merger and co-investment.
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In addition to the foregoing, the percentage of SPAH�s voting common stock that existing SPAH stockholders will
own after the merger and co-investment will depend on whether:

� any SPAH stockholder converts its voting common stock into Non-Voting Common Stock; and

� any SPAH warrantholder elects to receive shares of Non-Voting Common Stock in lieu of voting common stock
upon exercise of their warrants.

SP Acq LLC and the Steel Trust have agreed to receive Non-Voting Common Stock as necessary in order to
maintain an ownership level of voting common stock below 5% of the total outstanding shares of voting. As a
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result, SPAH stockholders will hold from 94.3% to 95.3% of the voting interests of SPAH depending on whether
any Frontier shareholder exercises dissenters� rights, any of SPAH�s warrants are exercised and whether any SPAH
public stockholders exercise their conversion rights. At their discretion, SP Acq LLC and/or the Steel Trust will
convert such shares into voting common stock in accordance with the SPAH Certificate of Incorporation, as
amended by the Subsequent Charter Amendments and, upon a distribution of the shares by Steel Trust to its
beneficiaries, such shares will also be converted into voting common stock in accordance with the SPAH
Certificate of Incorporation, as amended by the Subsequent Charter Amendments.

For a table outlining the effect of the various scenarios on the percentage of SPAH�s common stock and voting
interests that existing SPAH stockholders will own after the merger with Frontier is completed, see �The Merger
and the Merger Agreement � Stock Ownership of Existing SPAH and Frontier Stockholders After the Merger.�

Q: Do the SPAH stockholders have conversion rights?

A: Generally, yes. If you hold shares of common stock issued in SPAH�s initial public offering (whether such shares
were acquired pursuant to such initial public offering or afterwards up to and until the record date), then you have
the right to vote against the merger proposal and demand that SPAH convert such shares into cash equal to a pro
rata share of the aggregate amount then on deposit in the trust account in which a substantial portion of the net
proceeds of SPAH�s initial public offering are held (before payment of deferred underwriting discounts and
commissions and including interest earned on their pro rata portion of the trust account, net of income taxes
payable on such interest and net of interest income of $3.5 million on the trust account balance previously
released to SPAH to fund its working capital requirements). We sometimes refer to these rights to vote against
the merger proposal and demand conversion of the shares into a pro rata portion of the SPAH trust account as
conversion rights.

The SPAH Certificate of Incorporation in its current form requires that no more than 30% (minus one share) of
the SPAH public stockholders vote against the merger and thereafter exercise their conversion rights. If
Proposal No. 2 is approved and adopted, it is a condition to closing the merger agreement that no more than 10%
(minus one share) of the shares held by SPAH public stockholders vote against the merger and exercise their
conversion rights, although at SPAH�s discretion, this closing condition may be waived in order to consummate
the merger. Accordingly, SPAH may not consummate the merger if 10% or more of the holders of shares sold in
or subsequent to SPAH�s initial public offering elect to exercise their conversion rights. If SPAH elects to waive
this closing condition, it may raise the conversion threshold to anywhere between 10% to 30% (minus one share).
SPAH does not believe it will raise the conversion threshold and currently intends only to raise the conversion
threshold if it believes that the combined entity will have sufficient Tier 1 capital to return to compliance levels.
If the merger is not consummated and SPAH does not consummate a business combination by October 10, 2009,
SPAH will be required to dissolve and liquidate and SPAH public stockholders voting against the merger
proposal who elected to exercise their conversion rights would not be entitled to convert their shares. However,
all SPAH public stockholders would be entitled to participate in pro-rata liquidation distributions from SPAH�s
trust account with respect to their shares.

Q: If I am a SPAH stockholder and have conversion rights, how do I exercise them?

A: If you wish to exercise your conversion rights, you must:

� affirmatively vote against the merger proposal in person or by submitting your proxy card before the vote on the
merger proposal and checking the box that states �Against� for the merger proposal; and

� either:

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 53



� check the box that states �I HEREBY EXERCISE MY CONVERSION RIGHTS� on the proxy card; or

� send a letter to SPAH�s transfer agent, Continental Stock Transfer & Trust Company, at 17 Battery Place, 8th
Floor, New York, NY 10004, attn: Mark Zimkind, stating that you are exercising your conversion rights and
demanding your shares of SPAH common stock be converted into cash; and

� either:
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� physically tender, or if you hold your shares of SPAH common stock in �street name,� cause your broker to
physically tender, your stock certificates representing shares of SPAH common stock to SPAH�s transfer
agent; or

� deliver your shares electronically using the Depository Trust Company�s DWAC (Deposit/Withdrawal At
Custodian) System, to SPAH�s transfer agent, in either case by October 8, 2009 or such other later date if the
special meeting of SPAH stockholders is adjourned or postponed.

Accordingly, a SPAH stockholder would have from the time we send out this joint proxy statement/prospectus
through the vote on the merger to deliver his or her shares if he or she wishes to seek to exercise his or her
conversion rights.

Taking any action that does not include an affirmative vote against the merger, including abstaining from voting
on the merger proposal, will prevent you from exercising your conversion rights. However, voting against the
merger proposal does not obligate you to exercise your conversion rights. If the merger is not consummated, no
shares will be converted to cash through the exercise of conversion rights. For more information, see �Summary
Term Sheet � The Merger and the Merger Agreement � SPAH Conversion Rights� and �The Merger and the Merger
Agreement � Conversion Rights of SPAH Stockholders.�

Q: Why has SPAH made it a condition to closing the merger agreement and proposed to amend the SPAH
Certificate of Incorporation to provide that holders of no more than 10% of the shares (minus one share)
sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights when the
threshold in the current form of the SPAH Certificate of Incorporation requires no more than 30% (minus
one share)?

A: SPAH has made it a condition to closing the merger agreement and has proposed to amend the SPAH Certificate
of Incorporation to provide that holders of no more than 10% of the shares (minus one share) sold in SPAH�s
initial public offering vote against the merger and exercise their conversion rights in order to ensure that the
combined company immediately following the consummation of the merger has sufficient Tier 1 capital to return
to compliance levels. Pursuant to the terms of the FDIC Order, Frontier Bank is required to increase its Tier 1
capital in such an amount as to equal or exceed 10% of Frontier Bank�s total assets by July 29, 2009 and to
maintain such capital level thereafter. If 10% or greater of SPAH�s public stockholders were to vote their shares
against the merger and demand that SPAH convert such shares into cash equal to a pro rata share of the aggregate
amount then on deposit in the trust account, the funds remaining may not be sufficient to meet Frontier Bank�s
capital requirements. Accordingly, SPAH may not consummate the merger if 10% or more of the holders of
shares sold in or subsequent to SPAH�s initial public offering elect to exercise their conversion rights. However,
in SPAH�s sole discretion, this closing condition may be waived in order to consummate the merger. If SPAH
elects to waive this closing condition, it may raise the conversion threshold to anywhere between 10% to 30%
(minus one share). SPAH does not believe it will raise the conversion threshold and currently intends only to
raise the conversion threshold if it believes that the combined entity will have sufficient Tier 1 capital to return to
compliance levels. SPAH has no agreements or understandings regarding a minimum amount of funds that must
remain in the trust account upon closing of the merger. SPAH and Frontier are currently in discussions with the
FDIC to determine appropriate capital levels. SPAH currently intends to use cash from the trust fund to increase
the capital of Frontier Bank to a �well capitalized� bank after payment (i) to SPAH public stockholders who
properly exercise their conversion rights, (ii) for deferred underwriting fees, to the extent paid in cash, (iii) of
transaction fees and expenses associated with the merger, and (iv) of working capital and general corporate
expenses of the combined company following the merger.
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The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including
Proposal No. 2, without the unanimous consent of the holders of all of SPAH�s outstanding shares of common
stock. However, SPAH believes, and has received an opinion from its special Delaware counsel that while the
matter has not been settled as a matter of Delaware law and, accordingly, is not entirely free from doubt, the
Initial Charter Amendments, if duly approved by a majority of the shares of SPAH�s outstanding common stock
entitled to vote at the special meeting, will be valid under Delaware law.
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Since SPAH�s initial public offering prospectus did not disclose that SPAH would seek approval of
Proposal No. 2, each SPAH stockholder at the time of the merger that purchased shares in, or subsequent to,
SPAH�s initial public offering up to and until the record date, may have securities law claims against SPAH for
rescission or damages. See �The Merger and the Merger Agreement � Rescission Rights� for additional information.

Q: What are the federal income tax consequences of exercising my conversion rights?

A: SPAH stockholders who exercise their conversion rights and convert their shares of SPAH common stock into
the right to receive cash from the trust account, will generally be required to treat the transaction as a sale of the
shares and to recognize gain or loss upon the conversion. Such gain should be capital gain or loss if such shares
were held as a capital asset on the date of the conversion, and will be measured by the difference between the
amount of cash received and the tax basis of the shares of SPAH common stock converted. A stockholder�s tax
basis in its shares of SPAH common stock generally will equal the cost of such shares. A stockholder who
purchased SPAH units will have to allocate the cost between the shares of common stock and the warrants
comprising the units based on their relative fair market values at the time of the purchase. See �Material U.S.
Federal Income Tax Consequences � Certain Federal Tax Consequences to SPAH Stockholders.�

Q: Will I lose my warrants or will they be converted to shares of common stock if the merger is consummated
or if I exercise my conversion rights?

A: No. Neither consummation of the merger with Frontier nor exercise of your conversion rights will result in the
loss of your warrants. Your warrants will continue to be outstanding following consummation of the merger
whether or not you exercise your conversion rights. However, in the event that SPAH does not consummate the
merger with Frontier by October 10, 2009, SPAH will be required to liquidate and any SPAH warrants you own
will expire without value.

Q: What happens to the funds deposited in the SPAH trust account after completion of the merger?

A: Upon consummation of the merger, the funds deposited in the SPAH trust account will be released (i) to pay
SPAH public stockholders who properly exercise their conversion rights, (ii) to the underwriters in SPAH�s initial
public offering who are entitled to receive approximately $17.3 million of deferred underwriting discounts and
commissions currently held in SPAH�s trust account, to the extent paid in cash, provided, however, that SPAH is
in negotiation with its underwriters regarding the amount and form of payment of such deferred underwriting fees
from SPAH�s initial public offering and, as of the date hereof, SPAH has negotiated the reduction of underwriting
fees by approximately $3.65 million and SPAH will continue to negotiate a further reduction of such fees until a
mutual settlement can be reached, (iii) to pay transaction fees and expenses associated with the merger, and
(iv) for working capital and general corporate purposes of the combined company following the merger.

Q: What happens if the merger is not consummated or is terminated?

A: If SPAH does not effect the merger with Frontier by October 10, 2009, SPAH must dissolve and liquidate. In any
liquidation, the funds held in the trust account, plus any interest earned thereon (less any taxes due on such
interest), together with any remaining net assets not held in trust, will be distributed pro rata to the SPAH public
stockholders. The SPAH insiders have waived their right to participate in any liquidation distribution with respect
to their shares. Additionally, if we do not complete an initial business combination and the trustee must distribute
the balance of the trust account, the underwriters have agreed to forfeit any rights or claims to their deferred
underwriting discounts and commissions then in the trust account, and those funds will be included in the pro rata
liquidation distribution to the SPAH public stockholders.
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SPAH expects that all costs and expenses associated with implementing a plan of distribution, as well as
payments to any creditors, will be funded from amounts remaining out of the $100,000 of proceeds held outside
the trust account and from the $3.5 million in interest income on the balance of the trust account that was released
to SPAH to fund working capital requirements. However, if those funds are not sufficient to cover the costs and
expenses associated with implementing a plan of distribution, to the extent that there is any interest accrued in the
trust account not required to pay income taxes on interest income earned on the trust account
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balance, SPAH may request that the trustee release to it an additional amount of up to $75,000 of such accrued
interest to pay those costs and expenses.

In addition, if the merger is not consummated, the SPAH Certificate of Incorporation will not be amended
pursuant to the proposals to adopt the amendments to the SPAH Certificate of Incorporation, the four (4) director
nominees from Frontier will not be appointed to the SPAH Board and the Steel Trust will not purchase the
co-investment units.

Frontier will pay to SPAH, an amount equal to $2,500,000 if the merger agreement is terminated under certain
circumstances, including, but not limited to, if (i) SPAH terminates the merger agreement due to a breach by
Frontier, (ii) either party terminates due to the failure of Frontier to obtain stockholder approval, (iii) either party
terminates due to the failure to consummate the merger by December 31, 2009, in the event SPAH extends its
corporate life beyond October 10, 2009, and, in the case of a termination under clause (ii) or (iii) above, (x) there
has been publicly announced and not withdrawn another acquisition proposal relating to Frontier or (y) Frontier
has failed to perform and comply in all material respects with any of its obligations, agreements or covenants
required by the merger agreement, and within 12 months of such termination Frontier either consummates
another acquisition transaction or enters into a definitive agreement with respect to an acquisition transaction,
(iv) SPAH terminates the merger agreement due to the Frontier Board failing to support the merger proposal or
recommending any acquisition transaction other than the merger.

Q: Since SPAH�s initial public offering prospectus contained certain differences in what is being proposed at
the special meeting, what are my legal rights?

A: You should be aware that because SPAH�s initial public offering prospectus did not disclose that (i) SPAH may
seek to amend the SPAH Certificate of Incorporation prior to the consummation of a business combination to
amend the definition of �initial business combination� to eliminate the requirement that the fair market value of the
target business equal at least 80% of the balance of SPAH�s trust account (excluding underwriting discounts and
commissions) plus the proceeds of the co-investment, (ii) SPAH may seek to amend the SPAH Certificate of
Incorporation prior to the consummation of a business combination to provide that holders of no more than 10%
of the shares (minus one share) sold in SPAH�s initial public offering vote against the merger and exercise their
conversion rights when the threshold in the current form of the SPAH Certificate of Incorporation requires no
more than 30% (minus one share), (iii) SPAH may seek to amend the Warrant Agreement upon consummation of
the merger to eliminate the requirement that the initial founder�s warrants owned by certain SPAH insiders
become exercisable only after the consummation of an initial business combination if and when the last sales
price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a 30 trading day period
beginning 90 days after such business combination, (iv) that SPAH may seek to amend the terms of the Warrant
Agreement to increase the exercise price and extend the exercise period, among other things, upon consummation
of the merger, and (v) that a party other than SP II or SP Acq LLC may purchase the co-investment units, each
SPAH public stockholder at the time of the merger that purchased shares in, or subsequent to, SPAH�s initial
public offering up to and until the record date, may have securities law claims against SPAH for rescission (under
which a successful claimant has the right to receive the total amount paid for his or her securities pursuant to an
allegedly deficient prospectus, plus interest and less any income earned on the securities, in exchange for
surrender of the securities) or damages (compensation for loss on an investment caused by alleged material
misrepresentations or omissions in the sale of a security). Such claims may entitle stockholders asserting them to
up to $10.00 per share, based on the initial offering price of the units, each comprised of one share of common
stock and a warrant exercisable for an additional share of common stock, less any amount received from the sale
of the original warrants purchased with them, plus interest from the date of SPAH�s initial public offering (which,
in the case of SPAH public stockholders, may be more than the pro rata share of the trust account to which they
are entitled if they exercise their conversion rights or if SPAH liquidates). See �The Merger and the Merger
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Agreement � Rescission Rights� for additional information.

Q: What will happen if I abstain from voting or fail to vote at the special meeting?

A: SPAH will count a properly executed proxy marked �ABSTAIN� with respect to a particular proposal as present
for purposes of determining whether a quorum is present. For purposes of approval, an abstention or failure to
vote on the merger will have the same effect as a vote �AGAINST� the proposal but will preclude you from
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having your shares converted into a pro rata portion of the trust account. In order to exercise your conversion
rights, you must cast a vote against the merger, make an election on the proxy card to convert such shares of
common stock or submit a request in writing to SPAH�s transfer agent at the address listed on page 11, and deliver
your shares to SPAH�s transfer agent physically or electronically through DTC prior to the special meeting.

An abstention from voting on the amendments to the SPAH Certificate of Incorporation will have the same effect
as a vote �AGAINST� the proposals. Abstentions will not count either in favor of, or against, election of a director
nominee.

Q: What will happen if I sign and return my proxy card without indicating how I wish to vote?

A: Signed and dated proxies received by SPAH without an indication of how the stockholder intends to vote on a
proposal will be voted in favor of each proposal presented to the stockholders, as the case may be.

Stockholders will not be entitled to exercise their conversion rights if such stockholders return proxy cards to
SPAH without an indication of how they desire to vote with respect to the merger proposal or, for stockholders
holding their shares in �street name,� if such stockholders fail to provide voting instructions to their banks, brokers
or other nominees.
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QUESTIONS AND ANSWERS FOR SPAH WARRANTHOLDERS

Q: When and where is the SPAH special meeting of warrantholders?

A: The special meeting of SPAH warrantholders will be held on October 8, 2009 at 10:00 a.m., local time, at the
offices of Olshan Grundman Frome Rosenzweig & Wolosky LLP, at Park Avenue Tower, 65 East 55th Street,
New York, New York 10022.

Q: How can I attend the special meeting?

A: Warrantholders as of the close of business on September 17, 2009, and those who hold a valid proxy for the
special meeting are entitled to attend the special meeting. Warrantholders should be prepared to present photo
identification for admittance. In addition, names of record holders will be verified against the list of record
holders on the record date prior to being admitted to the meeting. Warrantholders who are not record holders but
who hold shares through a broker or nominee (i.e., in street name), should provide proof of beneficial ownership
on the record date, such as a most recent account statement prior to October 8, 2009, or other similar evidence of
ownership. If warrantholders do not provide photo identification or comply with the other procedures outlined
above upon request, they will not be admitted to the special meeting.

The special meeting of warrantholders will begin promptly at 10:00 a.m., local time. Check-in will begin at
9:00 a.m., local time, and you should allow ample time for the check-in procedures.

Q: What am I being asked to vote upon?

A: At the special meeting, warrantholders will consider and vote upon a proposal to amend certain terms of the
Warrant Agreement, in connection with the consummation of the transactions contemplated by the merger
agreement, which provides for the merger of Frontier with and into SPAH, with SPAH being the surviving entity.
Immediately following the consummation of the merger, SPAH will change its name to Frontier Financial
Corporation and be headquartered in Everett, Washington.

The proposed amendment to the Warrant Agreement, to become effective upon consummation of the merger,
will:

� increase the exercise price of the warrants from $7.50 per share to $11.50 per share of SPAH common stock;

� amend the warrant exercise period to (i) eliminate the requirement that the initial founder�s warrants owned by
the SPAH insiders become exercisable only after the consummation of an initial business combination if and
when the last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a 30
trading day period beginning 90 days after such business combination and (ii) extend the expiration date of the
warrants to the earlier of (x) seven years from the consummation of the merger or (y) the date fixed for
redemption of the warrants set forth in the warrant agreement;

� provide for the mandatory downward adjustment of the exercise price for each warrant to reflect any cash
dividends paid with respect to the outstanding common stock of SPAH;

� provide that no adjustment in the number of shares issuable upon exercise of each warrant will be made as a
result of the issuance of SPAH shares and warrants to the shareholders of Frontier upon consummation of the
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� provide that each warrant will entitle the holder thereof to purchase, under certain circumstances, either one
share of voting common stock or one share of Non-Voting Common Stock.

At the special meeting, we may transact such other business as may properly come before the special meeting or
any adjournments or postponements thereof.

Q: Why is SPAH amending the warrants?

A: SPAH believes increasing the exercise price, extending the expiration date, providing for a mandatory downward
adjustment of the exercise price under certain circumstances, and providing that no adjustment in the number of
shares issuable upon exercise of the warrants will be made upon consummation of the merger, is appropriate
given the change in structure of SPAH following completion of the merger. In addition, SPAH is
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proposing to amend the warrant exercise period to eliminate the requirement that the initial founder�s warrants
owned by the SPAH insiders become exercisable only after the consummation of an initial business combination
if and when the last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a
30 trading day period beginning 90 days after such business combination, in light of the forfeiture of 9,453,412
founder�s shares by SP Acq LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker upon
consummation of the merger. As a result, if the warrant amendment is approved, the initial founder�s warrants will
become exercisable upon consummation of the merger, but the sale of such warrants or the shares underlying the
warrants will still be subject to a one-year lock-up from the date we consummate the merger. We are further
requesting warrantholder approval at the special meeting to provide warrantholders with the option to receive, in
their sole discretion, upon exercise of their warrants, either voting shares of SPAH common stock or shares of
Non-Voting Common Stock, such that the holder thereof would not exceed the ownership threshold which would
make it subject to the regulation as a bank holding company as described in the section entitled �Supervision and
Regulation � Federal Bank Holding Company Regulation.� If the warrant amendment proposal is approved by
SPAH warrantholders at the special meeting of SPAH warrantholders, and unless a warrantholder registers with
the Federal Reserve as a bank holding company, each warrantholder shall only be entitled to exercise its warrants
for voting common stock of SPAH, (i) to the extent (but only to the extent) that such conversion or receipt would
not cause or result in such holder, together with its affiliates, being deemed to own, control or have the power to
vote, for purposes of the BHC Act, or the CIBC Act, and any rules and regulations promulgated thereunder, more
than 10% (minus one share) of any class of voting common stock of SPAH outstanding at such time, provided,
however, that with respect to SP Acq LLC and certain of its officers and directors, SP II and the Steel Trust, such
parties will only be entitled to exercise their warrants for SPAH voting common stock, to the extent (but only to
the extent) that such conversion or receipt would not cause or result in such persons and their affiliates,
collectively, being deemed to own, control or have the power to vote, for purposes of the BHC Act, or the CIBC
Act, and any rules and regulations promulgated thereunder, more than 5% (minus one share) of any class of
SPAH voting common stock outstanding at such time, and (ii) to the extent any such exercise exceeds the limits
in clause (i) above, for Non-Voting Common Stock, to the extent (but only to the extent) that such conversion or
receipt would not cause or result in such holder and its affiliates, collectively, being deemed to own, control or
have the power to vote, for purposes of the BHC Act or the CIBC Act, and any rules and regulations promulgated
thereunder, more than one-third (minus one share) of the total equity of SPAH. In addition, to the extent a
warrantholder holds any warrants that cannot be exercised pursuant to clause (ii) above, the amount of such
warrants in excess of the limit set forth in clause (ii) above will not be transferable by such warrantholder to any
third party. SP Acq LLC and the Steel Trust have also separately agreed, pursuant to letter agreements with
SPAH, to receive Non-Voting Common Stock upon exercise of their initial founder�s warrants, additional
founder�s warrants and co-investment warrants following the consummation of the merger, as necessary in order
to maintain an ownership level of voting common stock below 5% of the total outstanding shares of voting
common stock. At their discretion, SP Acq LLC and/or the Steel Trust will convert such shares into voting
common stock in accordance with the SPAH Certificate of Incorporation, as amended by the Subsequent Charter
Amendments and upon a distribution of the shares by Steel Trust to its beneficiaries, such shares will also be
converted into voting common stock in accordance with the SPAH Certificate of Incorporation, as amended by
the Subsequent Charter Amendments, subject to the conversion conditions set forth therein.

If the merger is not consummated and SPAH does not complete a different business combination by October 10,
2009, the warrants will expire worthless. If the warrant amendment proposal is approved, all other terms of
SPAH�s warrants will remain the same. The approval of the warrant amendment proposal is a condition to the
consummation of the merger.

Q: What vote is required to approve the amendment?

A:
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On the record date, there were 61,112,000 warrants of SPAH outstanding, including 3,982,016 warrants forming
part of units of SPAH. You will have one vote at the meeting for each warrant of SPAH stock you owned on the
record date. Adoption of the amendment to the Warrant Agreement requires the affirmative vote of a majority of
the warrantholders outstanding and entitled to vote at the special meeting. The Warrant Agreement also requires
that the holders of a majority of SPAH�s outstanding warrants issued in, or subsequent to, SPAH�s

17

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 65



Table of Contents

initial public offering (43,789,600 warrants), are voted in favor of the warrant amendment. The approval of the
amendment proposal is also a condition to the consummation of the merger discussed above.

Q: How do the holders of the initial founder�s warrants and additional founder�s warrants intend to vote their
warrants?

A: The SPAH insiders intend to vote their initial founder�s warrants and additional founder�s warrants in favor of the
warrant amendment proposal. While the warrants voted by the SPAH insiders will count towards the voting and
quorum requirements under Delaware law, they will not count towards the voting requirement under the Warrant
Agreement, which requires that the holders of a majority of SPAH�s outstanding warrants issued in, or subsequent
to, SPAH�s initial public offering, are voted in favor of the warrant amendment, because the initial founder�s
warrants and additional founder�s warrants were not issued in SPAH�s initial public offering.

Q: What happens if the merger is not consummated or is terminated?

A: If the merger is not consummated or terminated, the Warrant Agreement will not be amended as contemplated by
the warrant amendment proposal and the Steel Trust will not purchase the co-investment units. If SPAH does not
effect the merger with Frontier by October 10, 2009, SPAH must dissolve and liquidate. If SPAH must liquidate,
there will be no distribution from the trust account with respect to any of the warrants and the warrants will
expire worthless.

Q: What are the U.S. federal income tax consequences of the amendment?

A: For U.S. federal income tax purposes, if the terms of the warrants are amended, a warrantholder will be treated as
exchanging his or her �old� warrants for �new� warrants in connection with the consummation of the transactions
contemplated by the merger agreement. We expect the merger to qualify as a reorganization for U.S. federal
income tax purposes. If the merger qualifies as a reorganization for U.S. federal income tax purposes, a
warrantholder will not recognize any gain or loss on the deemed exchange of his or her old warrants for new
warrants as a result of the amendment.

Q: What will happen if I abstain from voting or fail to vote at the special meeting?

A: SPAH will count a properly executed proxy marked �ABSTAIN� with respect to the warrant amendment proposal
present for purposes of determining whether a quorum is present. For purposes of approval, an abstention or
failure to vote on the warrant amendment proposal will have the same effect as a vote �AGAINST� the proposal.

Q: What will happen if I sign and return my proxy card without indicating how I wish to vote?

A: Signed and dated proxies received by SPAH without an indication of how the warrantholder intends to vote on
the warrant amendment proposal will be voted in favor of the proposal.
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QUESTIONS AND ANSWERS FOR FRONTIER SHAREHOLDERS

Q: When and where is the Frontier special meeting of shareholders?

A: The special meeting of Frontier shareholders will be held on October 8, 2009 at 7:30 p.m., local time, at
Lynnwood Convention Center, 3711 � 196th St. SW, Lynnwood, WA 98036.

Q: How can I attend the Frontier special meeting?

A: Frontier shareholders as of the close of business on September 14, 2009, and those who hold a valid proxy for the
special meeting are entitled to attend the Frontier special meeting. Frontier shareholders should be prepared to
present photo identification for admittance. In addition, names of record holders will be verified against the list of
record holders on the record date prior to being admitted to the meeting. Frontier shareholders who are not record
holders but who hold shares through a broker or nominee (i.e., in street name), should provide proof of beneficial
ownership on the record date, such as a most recent account statement prior to October 8, 2009, or other similar
evidence of ownership. If Frontier shareholders do not provide photo identification or comply with the other
procedures outlined above upon request, they will not be admitted to the Frontier special meeting.

The Frontier special meeting will begin promptly at 7:30 p.m., local time. Check-in will begin at 6:30 p.m., local
time, and you should allow ample time for the check-in procedures.

Q: What am I being asked to vote upon?

A: The Frontier special meeting is being called to consider and vote upon a proposal to adopt the merger agreement
pursuant to which Frontier will merge with and into SPAH, with SPAH being the surviving entity. Immediately
following the consummation of the merger, SPAH will change its name to Frontier Financial Corporation and be
headquartered in Everett, Washington. At the special meeting, we may transact such other business as may
properly come before the special meeting or any adjournments or postponements thereof.

Q: What vote is required to approve the merger?

A: Approval of the merger agreement requires the affirmative vote of at least two-thirds of the outstanding shares of
Frontier�s common stock. As of the record date, there were 47,131,853 shares of Frontier common stock
outstanding. Because at least two-thirds of all outstanding shares is required to approve the merger, your failure
to vote will have the same effect as a vote against the merger proposal.

Q: What will Frontier shareholders receive in the merger?

A: Each issued and outstanding share of Frontier common stock you own will be converted into 0.0530 newly issued
shares of SPAH common stock and 0.0530 newly issued warrants. Based on the closing prices of Frontier�s and
SPAH�s common stock on July 28, 2009 of $1.15 and $9.73, respectively, which was the last trading day prior to
the date of the signing of the merger agreement, Keefe Bruyette calculated an implied consideration of $0.51569
per share of Frontier common stock resulting in a discount of approximately $0.63 per share of Frontier common
stock. However, based on current market prices, the implied consideration may be less than the market price of
Frontier common stock.
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Contemporaneously with the Frontier special meeting of stockholders, SPAH has scheduled a special meeting of
warrantholders to consider and vote upon a proposal to amend certain terms of the Warrant Agreement that
governs the terms of SPAH�s outstanding warrants, as more fully described in �The Special Meeting of SPAH
Warrantholders and the Warrant Amendment Proposal.� If the merger is consummated, Frontier shareholders will
receive newly issued warrants on the same terms and conditions as the publicly traded warrants, after giving
effect to the warrant amendment proposal.

No fractional shares of SPAH common stock or warrants will be issued to any holder of Frontier common stock
in the merger. If a holder of shares of Frontier common stock exchanged pursuant to the merger would be entitled
to receive a fractional interest of a share of SPAH common stock or warrant, SPAH will round up or down the
number of common stock of SPAH or warrants to be issued to the Frontier shareholder to the nearest whole
number of shares of common stock.
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Q: What if I have Frontier stock options, restricted stock or stock appreciation rights?

A: Upon completion of the merger, each award, option, or other right to purchase or acquire shares of Frontier
common stock pursuant to stock options, stock appreciation rights, or stock awards granted by Frontier under
Frontier�s stock incentive plans, equity compensation plans and stock option plans, which are outstanding
immediately prior to the merger, whether or not vested, will be cancelled. As of September 14, 2009, there were
253,154 shares of Frontier restricted stock outstanding, with an aggregate value of approximately $192,397, each
of which will vest at the time of the merger, and be converted into and become rights with respect to SPAH
common stock. Frontier�s directors, executive officers and their affiliates own 1,879 shares of such restricted
stock.

Q: Will Frontier shareholders be taxed on the SPAH common stock and SPAH warrants that they receive in
exchange for their Frontier shares?

A: No. We expect the merger to qualify as a reorganization for U.S. federal income tax purposes. If the merger
qualifies as a reorganization for U.S. federal income tax purposes, Frontier shareholders will not recognize any
gain or loss to the extent Frontier shareholders receive SPAH common stock and SPAH warrants in exchange for
their Frontier shares. We recommend that Frontier shareholders carefully read the complete explanation of the
material U.S. federal income tax consequences of the merger as set forth under �Material U.S. Federal Income Tax
Consequences,� and that Frontier shareholders consult their tax advisors for a full understanding of the tax
consequences of their participation in the merger.

Q: How much of SPAH�s common stock will Frontier shareholders own upon completion of the merger and
co-investment?

A: It depends. The percentage of Frontier�s common stock (whether voting or non-voting) that existing Frontier
shareholders will own after the merger and co-investment will vary depending on whether:

� any Frontier shareholder exercises dissenters� rights;

� any of SPAH�s 66,624,000 outstanding warrants (after reflecting the co-investment and merger) are exercised;
and

� any SPAH public stockholder exercises their right to convert their shares into cash equal to a pro rata portion of
the SPAH trust account.

Depending on the scenario, the existing Frontier shareholders will own from 3.9% to 5.5% of SPAH�s common
stock after the merger and co-investment.

In addition to the foregoing, the percentage of SPAH�s voting common stock that existing Frontier shareholders
will own after the merger and co-investment will depend on whether:

� any SPAH stockholder converts its voting common stock into Non-Voting Common Stock; and

� any SPAH warrantholder elects to receive shares of Non-Voting Common Stock in lieu of voting common
stock upon exercise of their warrants.
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SP Acq LLC and the Steel Trust have agreed to receive Non-Voting Common Stock as necessary in order to
maintain an ownership level of voting common stock below 5% of the total outstanding shares of voting. As a
result, Frontier shareholders will hold from 4.7% to 5.7% of the voting interests of SPAH depending on whether
any Frontier shareholder exercises dissenters� rights, any of SPAH�s warrants are exercised and whether any SPAH
public stockholders exercise their conversion rights.

For a table outlining the effect of the various scenarios on the percentage of SPAH�s common stock and voting
interests that existing Frontier shareholders will own after the merger with Frontier is completed, see �The Merger
and the Merger Agreement � Stock Ownership of Existing SPAH and Frontier Stockholders After the Merger.�
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Q: Do I have dissenters� rights in respect of the merger?

A: Yes. If you (i) do not vote in favor of the adoption of the merger agreement and (ii) deliver to Frontier before the
special meeting a written notice of dissent and otherwise comply with the requirements of Washington law, you
will be entitled to assert dissenters� rights. A shareholder electing to dissent from the merger must strictly comply
with all procedures required under Washington law. These procedures are described more fully under the heading
�The Merger and the Merger Agreement � Frontier Dissenters� Rights�, and a copy of the relevant Washington
statutory provisions regarding dissenters� rights is included in this joint proxy statement/prospectus as Annex F.

Q: What are the U.S. federal income tax consequences of exercising my dissenters� rights?

A: The payment of cash to a Frontier shareholder, who exercises his or her dissenters� rights with respect to such
shareholder�s shares of Frontier, will give rise to capital gain or loss equal to the difference between such
shareholder�s tax basis in those shares and the amount of cash received in exchange for those shares.

Q: How do the Frontier insiders intend to vote their shares?

A: Each of the Frontier�s insiders has agreed to vote their 3,103,451 shares of Frontier common stock (which
constitute 6.56% of Frontier�s outstanding shares of common stock), �FOR� the merger proposal.

Q: Should I send in my share certificates now?

A: No. You should not send in your share certificates at this time. Promptly after the effective time of the merger,
you will receive transmittal materials with instructions for surrendering your Frontier shares. You should follow
the instructions in the post-closing letter of transmittal regarding how and when to surrender your stock
certificates.

Q: What will happen if I abstain from voting or fail to vote at the special meeting?

A: Frontier will count a properly executed proxy marked �ABSTAIN� with respect to the merger proposal as present
for purposes of determining whether a quorum is present. For purposes of approval, an abstention or failure to
vote on the merger will have the same effect as a vote �AGAINST� the proposal but will preclude you from
exercising your dissenters� rights. In order to exercise your dissenters� rights, you must cast a vote against the
merger, deliver to Frontier before the special meeting a written notice of dissent and otherwise comply with the
requirements of Washington law.

Q: What will happen if I sign and return my proxy card without indicating how I wish to vote?

A: Signed and dated proxies received by Frontier without an indication of how the shareholder intends to vote on the
merger proposal will be voted in favor of the merger.

Shareholders will not be entitled to exercise their dissenters� rights if such shareholders return proxy cards to
Frontier without an indication of how they desire to vote with respect to the merger proposal or, for shareholders
holding their shares in �street name,� if such shareholders fail to provide voting instructions to their banks, brokers
or other nominees.
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SUMMARY TERM SHEET

This summary highlights selected information from this joint proxy statement/prospectus. It does not contain all of the
information that you should consider before deciding how to vote on any of the proposals described herein. You
should read carefully the more detailed information set forth under �Risk Factors� and the other information
included in this proxy statement/prospectus.

The Companies (pages 118 and 143)

SPAH.

SPAH is a blank check company organized under the laws of the State of Delaware on February 14, 2007 to effect an
acquisition, through a merger, capital stock exchange, asset acquisition, stock purchase, reorganization or other similar
business combination, of one or more businesses or assets. SPAH�s units, common stock and warrants are currently
quoted on the NYSE AMEX LLC under the symbols �DSP.U,� �DSP,� and �DSP.W,� respectively. SPAH�s principal
executive office is located at 590 Madison Avenue, 32nd Floor, New York, New York 10022, and its telephone
number is (212) 520-2300.

Frontier.

Frontier is a Washington corporation which was incorporated in 1983 and is registered as a bank holding company
under the BHC Act. Frontier has one operating subsidiary, Frontier Bank, which is engaged in a general banking
business and in businesses related to banking. Frontier common stock is quoted on the NASDAQ Stock Market LLC
under the symbol �FTBK.� Frontier�s principal executive offices are located at 332 S.W. Everett Mall Way,
P.O. Box 2215, Everett, Washington 98213 and its telephone number is (425) 347-0600.

Recent Developments (page 155)

Frontier.  On March 20, 2009, Frontier Bank entered into a Stipulation and Consent to the Issuance of an Order to
Cease and Desist (the �FDIC Order�) with the Federal Deposit Insurance Corporation (the �FDIC�) and the Washington
Department of Financial Institutions (the �Washington DFI�). The regulators alleged that Frontier Bank had engaged in
unsafe or unsound banking practices by operating with inadequate management and board supervision; engaging in
unsatisfactory lending and collection practices; operating with inadequate capital in relation to the kind and quality of
assets held at Frontier Bank; operating with an inadequate loan valuation reserve; operating with a large volume of
poor quality loans; operating in such a manner as to produce low earnings and operating with inadequate provisions
for liquidity. By consenting to the FDIC Order, Frontier Bank neither admitted nor denied the alleged charges.

Under the terms of the FDIC Order, Frontier Bank cannot declare dividends or pay any management, consulting or
other fees or funds to Frontier, without the prior written approval of the FDIC and the Washington DFI. Other material
provisions of the FDIC Order require Frontier Bank to: (1) review the qualifications of Frontier Bank�s management,
(2) provide the FDIC with 30 days written notice prior to adding any individual to the Board of Directors of Frontier
Bank (the �Frontier Bank Board�) or employing any individual as a senior executive officer, (3) increase director
participation and supervision of Frontier Bank affairs, (4) improve Frontier Bank�s lending and collection policies and
procedures, particularly with respect to the origination and monitoring of real estate construction and land
development loans, (5) develop a capital plan and increase Tier 1 leverage capital to 10% of Frontier Bank�s total
assets by July 29, 2009, and maintain that capital level, in addition to maintaining a fully funded allowance for loan
losses satisfactory to the regulators, (6) implement a comprehensive policy for determining the adequacy of the
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allowance for loan losses and limiting concentrations in commercial real estate and acquisition, development and
construction loans, (7) formulate a written plan to reduce Frontier Bank�s risk exposure to adversely classified loans
and nonperforming assets, (8) refrain from extending additional credit with respect to loans charged-off or classified
as �loss� and uncollected, (9) refrain from extending additional credit with respect to other adversely classified loans
without collecting all past due interest, without the prior approval of a majority of the directors on the Frontier Bank
Board or its loan committee, (10) develop a plan to control overhead and other expenses to restore profitability,
(11) implement a liquidity and funds management policy to reduce Frontier Bank�s reliance on brokered deposits and
other non-core funding sources, and (12) prepare and submit
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progress reports to the FDIC and the Washington DFI. The FDIC Order will remain in effect until modified or
terminated by the FDIC and the Washington DFI.

The FDIC Order does not restrict Frontier Bank from transacting its normal banking business. Frontier Bank will
continue to serve its customers in all areas including making loans, establishing lines of credit, accepting deposits and
processing banking transactions. Customer deposits remain fully insured to the highest limits set by FDIC. The FDIC
and Washington DFI did not impose any monetary penalties in connection with the FDIC Order.

In addition, on July 2, 2009, Frontier entered into a Written Agreement (the �FRB Written Agreement�) with the Federal
Reserve Bank of San Francisco (the �FRB�). Under the terms of the FRB Written Agreement, Frontier has agreed to:
(i) refrain from declaring or paying any dividends without prior written consent of the FRB; (ii) refrain from taking
dividends or any other form of payment that represents a reduction in capital from Frontier Bank without prior written
consent of the FRB; (iii) refrain from making any distributions of interest or principal on subordinated debentures or
trust preferred securities without prior written consent of the FRB; (iv) refrain from incurring, increasing or
guaranteeing any debt without prior written consent of the FRB; (v) refrain from purchasing or redeeming any shares
of its stock without prior written consent of the FRB; (vi) implement a capital plan and maintain sufficient capital;
(vii) comply with notice and approval requirements established by the FRB relating to the appointment of directors
and senior executive officers as well as any change in the responsibility of any current senior executive officer;
(viii) not pay or agree to pay any indemnification and severance payments except under certain circumstances, and
with the prior approval of the FRB; and (ix) provide quarterly progress reports to the FRB.

Frontier Bank and the Frontier Bank Board also entered into an informal supervisory agreement, called a
memorandum of understanding (�Memorandum of Understanding�) with the FDIC dated August 20, 2008 relating to the
correction of certain violations of applicable consumer protection and fair lending laws and regulations, principally
including the failure to provide certain notices to consumers pursuant to the Flood Disaster Protection Act of 1973,
and certain violations of the Truth in Lending Act and Regulation Z.

The Memorandum of Understanding requires Frontier Bank and the Frontier Bank Board to (i) correct all violations
found and implement procedures to prevent their recurrence; (ii) increase oversight of the Frontier Bank Board�s
compliance function, including monthly reports from Frontier Bank�s compliance officer to the Frontier Bank Board
detailing actions taken to comply with the Memorandum of Understanding; (iii) review its compliance policies and
procedures and develop and implement detailed operating procedures and controls, where necessary, to ensure
compliance with all consumer protection laws and regulations; (iv) establish monitoring procedures to ensure
compliance with all consumer protection laws and regulations (including flood insurance), including the
documentation and reporting of all exceptions to the Frontier Bank Board and its audit committee; (v) review, expand
and improve the quality of such compliance with the frequency of compliance audits to be reviewed and approved
annually by the Frontier Bank Board or audit committee, with a goal of auditing compliance at least annually;
(vi) ensure that Frontier Bank�s compliance management function has adequate staff, resources, training and authority
for the size and structure of Frontier Bank; (vii) establish flood insurance monitoring procedures to ensure loans are
not closed without flood insurance and prior notices to customers required by law, that lapses of flood insurance do
not occur, and to develop methods to ensure that adequate amounts of flood insurance are provided, with Frontier
Bank agreeing to force � place flood insurance when necessary; (viii) provide additional training for all Frontier Bank
personnel, including the Frontier Bank Board and audit and compliance staff for applicable laws and regulations; and
(ix) furnish quarterly progress reports to the Regional Director of the FDIC detailing the actions taken to secure
compliance with the Memorandum of Understanding until the Regional Director has released the institution, in
writing, from submitting further reports. Frontier Bank was assessed civil monetary penalties of $48,895 for flood
insurance violations and required to pay $10,974 in restitution to customers for certain violations of the Truth in
Lending Act and Regulation Z.
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Frontier has been actively engaged in responding to the concerns raised in the FDIC Order, the FRB Agreement and
the Memorandum of Understanding and believes it has addressed all the regulators� requirements and that it is in
compliance with all the terms of these regulatory actions, with the exception of increasing Tier 1 leverage capital to
10% of the Bank�s total assets. As of June 30, 2009, Frontier�s Tier 1 leverage capital ratio was 6.49%, and as of
September 30, 2009, Frontier�s Tier 1 capital ratio will fall below 4.00%, as a result of significant additional
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provisions for loan losses and charge-offs in the third quarter of 2009. See �Management�s Discussion & Analysis of
Financial Condition and Results of Operations � Allowance for Loan Losses � Subsequent Events.� With the
consummation of the merger, Frontier believes it can increase its Tier 1 capital to compliance levels. Frontier�s efforts
to raise additional capital began in the third quarter of 2008, when the Frontier Board retained Sandler O�Neill &
Partners, L.P. (�Sandler O�Neill�) to assist in raising capital and deleveraging Frontier�s balance sheet. Frontier�s ability to
raise additional capital has been adversely affected by unfavorable conditions in the capital markets and Frontier�s
financial performance, and Frontier has not been able to raise additional capital to date. If Frontier cannot raise
additional capital, continue to shrink its balance sheet and/or enter into a strategic merger or sale, Frontier may not be
able to sustain further deterioration in its financial condition and further regulatory actions or restrictions may be taken
against Frontier, including monetary penalties and the potential closure of Frontier Bank.

These regulatory actions may adversely affect Frontier�s ability to obtain regulatory approval for future initiatives
requiring regulatory action, such as acquisitions. The regulatory actions will remain in effect until modified or
terminated by the regulators.

It is a condition to closing the merger that each of (i) the FDIC Order, (ii) the FRB Written Agreement, and
(iii) Memorandum of Understanding, will have to be modified in a manner reasonably acceptable to SPAH, including
the elimination of certain provisions and consequences related thereto. Although no final decisions have been made as
to the specific provisions that must be modified, it is anticipated that SPAH would seek relief from limitations in the
FDIC Order on the ability of Frontier Bank to pay dividends to Frontier, and similarly, relief from the FRB Written
Agreement on the ability of Frontier to pay dividends to its shareholders. In addition, SPAH would anticipate seeking
relief from the FDIC and the FRB requirements to seek prior approval for changes in senior officers and directors of
Frontier Bank and Frontier, respectively. SPAH also anticipates seeking relief from restrictions in the FDIC Order on
Frontier Bank�s ability to extend additional credit with respect to borrowers whose loans are adversely classified or
classified as a loss and uncollected. Additional modifications may be sought depending upon further discussions with
the regulatory agencies. At the present time, Frontier has not received any indication from any of the regulatory
agencies that such modifications will be forthcoming and does not have any agreements, formal or otherwise,
regarding the consequences of failing to consummate the merger with SPAH.

Following the consummation of the merger, as part of the analysis performed in conjunction with the acquisition
method of accounting based on SFAS 141(R), SPAH intends to write down approximately $200 million of Frontier
non-performing loans.

Subsequent to June 30, 2009, Frontier experienced continued and significant deterioration in its loan portfolio. Based
on Frontier�s evaluations of collectability of loans and continued loan losses due to the current adverse economic
environment, Frontier expects to record an additional provision for loan losses of $140.0 million and loan charge-offs
of $100.0 million during the quarter ending September 30, 2009. Reductions in appraised values of collateral related
to Frontier�s nonperforming loans, downgrades in its performing loans and increased loss factors based on adverse
economic conditions, result in this provision and these charge-offs. Frontier�s evaluations take into account such
factors as changes in the nature and volume of the loan portfolio, overall portfolio quality, review of specific problem
loans, and current economic conditions that may affect borrowers� ability to pay.

The estimated allowance for loan losses, provision for loan losses and loan charge-offs for the third quarter 2009 are
as follows:

(In thousands)
Beginning balance June 30, 2009 $ 98,583
Expected provision 140,000
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Expected charge-offs 100,000
Expected ending balance September 30, 2009 $ 138,583

The expected third quarter provision is in addition to the $58.0 million provision recognized in the quarter ended
March 31, 2009 and the $77.0 million provision recognized in the quarter ended June 30, 2009. Frontier expects the
provision for the nine months ending September 30, 2009 to be $275.0 million.
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Frontier expects that its Tier 1 leverage capital ratio will drop below 4.0% as of September 30, 2009, and that Frontier
and the Bank would be considered �undercapitalized,� or �significantly undercapitalized� if its Tier 1 capital ratio drops
below 3.0%, under federal regulatory capital guidelines for banks, which could result in further regulatory actions or
restrictions being taken against the Bank, including the potential closure of the Bank.

The Merger and the Merger Agreement (page 63)

SPAH and Frontier have agreed to combine their businesses under the terms of the merger agreement that is described
in this joint proxy statement/prospectus. A copy of the merger agreement is attached to this joint proxy
statement/prospectus as Annex A. Under the terms of the merger agreement, each share of Frontier common stock
issued and outstanding at the effective time of the merger will be converted into 0.0530 shares of newly issued SPAH
common stock and 0.0530 newly issued warrants of SPAH, having the same terms and conditions as the publicly
traded SPAH warrants immediately prior to the effective time of the merger, after giving effect to the warrant
amendment proposal. Based on the closing prices of Frontier�s and SPAH�s common stock on July 28, 2009 of $1.15
and $9.73, respectively, which was the last trading day prior to the date of the signing of the merger agreement, Keefe
Bruyette calculated an implied consideration of $0.51569 per share of Frontier common stock. However, based on
current market prices, the implied consideration may be less than the market price of Frontier common stock.

SPAH stockholders will continue to own their existing shares of SPAH common stock after the merger, except that
upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of its founder�s shares and
Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of their
founder�s shares.

We cannot complete the merger unless, among other things, we obtain the necessary government approvals, SPAH�s
application to become a bank holding company is approved, the stockholders of each of SPAH and Frontier approve
the merger proposal, SPAH stockholders approve the amendments to SPAH�s Amended and Restated Certificate of
Incorporation, and SPAH�s warrantholders approve the amendment to the Warrant Agreement.

Upon consummation of the merger with Frontier, the funds currently held in SPAH�s trust account (less any amounts
paid to stockholders who exercise their conversion rights and released as deferred underwriting compensation) and
proceeds from the co-investment will be released to SPAH. SPAH intends to pay any additional expenses related to
the merger and hold the remaining funds as capital pending use for general corporate and strategic purposes. Such
purposes could include increasing the capital of Frontier Bank, making additional loans, future mergers and
acquisitions, branch construction, asset purchases, payment of dividends, repurchases of shares of SPAH common
stock and general corporate purposes. Until such capital is fully leveraged or deployed, SPAH may not be able to
successfully deploy such capital and SPAH�s return on equity could be negatively impacted.

Reasons for the Merger (pages 67 and 73)

SPAH.  In reaching its decision to approve the merger agreement and recommend the merger to its stockholders, the
SPAH Board reviewed various financial data, due diligence materials and other information. In addition, in reaching
its decision to approve the merger agreement, the SPAH Board considered a number of factors, both positive and
negative, including, among others:

� financial condition and results of operations of Frontier, including a tangible book value of $268.8 million,
gross loans of $3.4 billion and total assets of $4.0 billion as of June 30, 2009;

� the growth potential associated with Frontier, including potential for loan growth, enhanced operating margins
and operating efficiencies;
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� the balance sheet make-up and product mix, including the loan and deposit mix of Frontier;

� the experience and skill of Frontier�s management, including Patrick M. Fahey, the current Chairman and Chief
Executive Officer of Frontier who will become Chief Executive Officer of SPAH in the merger;

� the interests of certain officers, directors and affiliates of SPAH;
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� the issuance of the FDIC Order and the Memorandum of Understanding;

� the issuance of the FRB Written Agreement; and

� the deterioration of Frontier�s loan portfolio, centered in its real estate construction and land development loans,
including approximately $764.6 million in nonperforming loans predominately existing in construction real
estate loans and land development and $98.6 million in loan loss reserves as of June 30, 2009.

These factors and others are more fully discussed under the heading �The Merger and the Merger Agreement � Reasons
of SPAH for the Merger� beginning on page 67. After reviewing all of these factors, the SPAH Board unanimously
determined that the merger proposal and the transactions contemplated thereby are in the best interests of SPAH and
unanimously recommended that SPAH�s stockholders vote at the special meeting to adopt the merger agreement.

Frontier.  In reaching its determination to adopt the merger agreement, the Frontier Board consulted with Frontier�s
management and its financial and legal advisors, and considered a number of factors, including, among others:

� the ability of the merger to recapitalize and revitalize Frontier, restore its regulatory capital to well-capitalized
levels, and achieve compliance with bank regulatory requirements;

� the Frontier Board�s assessment of the financial condition of SPAH and of the business, operations, capital
level, asset quality, financial condition and earnings of the combined company on a pro forma basis. This
assessment was based in part on presentations by Sandler O�Neill, Frontier�s financial advisor, and Keefe,
Bruyette & Woods, Inc. (�Keefe Bruyette�), whom Frontier retained solely to render a fairness opinion, and
Frontier�s management and the results of the due diligence investigation of SPAH conducted by Frontier�s
management and financial and legal advisors;

� the financial and growth prospects for Frontier and its shareholders of a business combination with SPAH as
compared to continuing to operate as a stand-alone entity;

� the information presented by Sandler O�Neill to the Frontier Board with respect to the merger and the opinion
of Keefe Bruyette that, as of the date of that opinion, the merger consideration is fair from a financial point of
view to the holders of Frontier common stock (see �� Opinion of Keefe Bruyette� below);

� the current and prospective economic, regulatory and competitive environment facing the financial services
industry generally, and Frontier in particular, including the continued rapid consolidation in the financial
services industry and the competitive effects of the increased consolidation on smaller financial institutions
such as Frontier;

� the fact that SPAH has agreed to: (i) employ Patrick M. Fahey as Chief Executive Officer of the combined
company, and (ii) appoint Mr. Fahey and three other member of the Frontier Board as directors of SPAH and
Frontier Bank, which are expected to provide a degree of continuity and involvement by Frontier
constituencies following the merger, in furtherance of the interests of Frontier�s shareholders, customers and
employees;

� current conditions in the U.S. capital markets, including the unavailability of other sources of capital, strategic
or other merger partners to Frontier;

� 
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that directors and officers of Frontier have interests in the merger in addition to their interests generally as
Frontier shareholders, including change of control agreements for five of its current executive officers;

� the effect of a termination fee of up to $2.5 million in favor of SPAH, including the risk that the termination fee
might discourage third parties from offering to acquire Frontier by increasing the cost of a third party
acquisition and, while SPAH has not agreed to pay Frontier any termination fee, Frontier was required to waive
any claims against the trust account, if, for example, SPAH breaches the merger agreement;

� the risk to Frontier and its shareholders that SPAH may not be able to obtain required regulatory approvals, or
necessary modifications to the FDIC Order, the FRB Agreement and the Memorandum of Understanding, and
the risk of failing to consummate the transaction;
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� the SPAH stock and SPAH warrants to be received in exchange for Frontier common stock pursuant to the
merger agreement and resulting pro forma ownership levels in relation to the historical trading prices of
Frontier common stock, as compared to other possible scenarios in the view of the Frontier Board�s financial
advisor;

� the current condition of Frontier and the future prospects of the business in light of the current economic
environment and the likelihood that Frontier would need to raise capital in order to protect against future loan
losses and achieve compliance with the FDIC Order and the FRB Agreement;

� the fact that Frontier�s existing capital resources were limiting management�s ability to effectively manage
certain problem credits;

� uncertainty about how much of SPAH�s trust account will be available for working capital after closing; and

� the pending regulatory actions against Frontier, Frontier�s noncompliance with the capital requirement imposed
by the FDIC Order, and their potential adverse impact on the profitability, operations and deposits of Frontier
Bank, and the risk of further regulatory action and penalties, including the potential closure of Frontier Bank.

These factors and others are more fully discussed under the heading �The Merger and the Merger Agreement � Reasons
of Frontier for the Merger� beginning on page 73. After reviewing all of these factors, the Frontier Board unanimously
determined that the merger and the transactions contemplated thereby are in the best interests of Frontier and Frontier�s
shareholders and unanimously recommended that Frontier�s shareholders vote at the Frontier special meeting to
approve the merger agreement.

Frontier Obtained an Opinion that the Merger Proposal Consideration is Fair to Frontier�s Shareholders from a
Financial Point of View (page 74)

Keefe Bruyette was retained by Frontier solely to render an opinion to the Frontier Board with respect to the fairness,
from a financial point of view, of the merger proposal consideration. Keefe Bruyette rendered an opinion to the
Frontier Board that, as of July 29, 2009, the date the Frontier Board voted on the merger proposal, the consideration to
be received in the transaction was fair to Frontier�s shareholders from a financial point of view. A copy of the opinion
delivered by Keefe Bruyette is attached to this joint proxy statement/prospectus as Annex E. Frontier�s shareholders
should read the opinion completely to understand the assumptions made, matters considered, limitations and
qualifications of the review undertaken by Keefe Bruyette in providing its opinion.

Regulatory Approvals (page 88)

SPAH and Frontier have agreed to obtain all regulatory approvals required to consummate the transactions
contemplated by the merger agreement, which include approval from the Federal Reserve and the Washington DFI,
each as detailed below. The merger cannot proceed in the absence of these regulatory approvals. Any approval granted
by these federal and state bank regulatory agencies may include terms and conditions more onerous than SPAH�s
management contemplates, and approval may not be granted in the timeframes desired by SPAH and Frontier.
Regulatory approvals, if granted, may contain terms that relate to deteriorating economic conditions both nationally
and in Washington; bank regulatory supervisory reactions to the current economic difficulties may not be specific to
Bank or SPAH. Although SPAH and Frontier expect to obtain the timely required regulatory approvals, there can be
no assurance as to if or when these regulatory approvals will be obtained, or the terms and conditions on which the
approvals may be granted.
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As noted, the merger is subject to the prior approval of the Federal Reserve. SPAH filed an application with the
Federal Reserve on August 12, 2009. In evaluating the merger, the Federal Reserve is required to consider, among
other factors, (1) the financial condition, managerial resources and future prospects of the institutions involved in the
transaction; and (2) the convenience and needs of the communities to be served, and the record of performance
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under the Community Reinvestment Act (the �CRA�). The BHC Act, and Regulation Y promulgated thereunder by the
Federal Reserve (�Regulation Y�), prohibit the Federal Reserve from approving the merger if:

� it would result in a monopoly or be in furtherance of any combination or conspiracy to monopolize or attempt
to monopolize the business of banking in any part of the United States; or

� its effect in any area of the country could be to substantially lessen competition or to tend to create a monopoly,
or if it would result in a restraint of trade in any other manner, unless the Federal Reserve should find that any
anti-competitive effects are outweighed clearly by the public interest and the probable effect of the merger in
meeting the convenience and needs of the communities to be served.

The merger may not be consummated any earlier than the 15th day (or the 5th day if expedited processing is granted
by the Federal Reserve) following the date of approval of SPAH�s bank holding company application by the Federal
Reserve, during which time the United States Department of Justice is afforded the opportunity to challenge the
merger on antitrust grounds. The commencement of any antitrust action would stay the effectiveness of the approval
of the Federal Reserve, unless a court of competent jurisdiction were to specifically order otherwise.

The merger also is subject to the prior approval of the Washington DFI. SPAH filed an application with the
Washington DFI on August 14, 2009. The Washington DFI may disapprove a change of control of a state bank within
60 days of the filing of a complete application (or for an extended period not exceeding an additional 15 days) if it
determines that the transaction is not in the public interest and for other reasons specified under Washington law.

Expected Tax Treatment as a Result of the Merger (page 192)

We have structured the merger so that it will be considered a reorganization for U.S. federal income tax purposes. If
the merger is a reorganization for U.S. federal income tax purposes, Frontier�s shareholders generally will not
recognize any gain or loss on the exchange of shares of Frontier common stock for shares of SPAH common stock
and SPAH warrants. Determining the actual tax consequences of the merger to a Frontier shareholder may be
complex. These tax consequences will depend on each stockholder�s specific situation and on factors not within our
control. Frontier�s shareholders should consult their own tax advisors for a full understanding of the tax consequences
of their participation in the merger.

If you are a SPAH stockholder and exercise your conversion rights or if you are a Frontier shareholder and exercise
your dissenters� rights, you will generally be required to treat the exchange of your shares for cash as a sale of the
shares and recognize gain or loss in connection with such sale.

In conjunction with the merger, SPAH warrantholders will vote on whether to amend the terms of their warrants. If
the terms of the warrants are amended, a warrantholder will be treated as exchanging his or her �old� warrants for �new�
warrants in connection with the consummation of the transactions contemplated by the merger agreement. We expect
the merger to qualify as a reorganization for U.S. federal income tax purposes. If the merger qualifies as a
reorganization for U.S. federal income tax purposes, a warrantholder will not recognize any gain or loss on the
deemed exchange of his or her old warrants for new warrants as a result of the amendment.

Accounting Treatment (page 87)

The merger will be accounted for using the acquisition method of accounting, with SPAH being treated as the
acquiring entity for accounting purposes pursuant to the provisions Statement of Financial Accounting Standards
No. 141R (SFAS 141R). Pursuant to the requirements of SFAS 141R, SPAH is expected to be the acquirer for
accounting purposes because SPAH is expected to own a majority interest upon consummation of the merger and the
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rights in the combined entity. If the accounting acquirer cannot be determined based upon relative voting interests,
other indicators of control are considered in the determination of the accounting acquirer, including: control of the
combined entity�s board of directors, the existence of large organized minority groups, and senior management of the
combined entity.
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SFAS 141R requires, among other things, that most assets acquired and liabilities assumed be recognized at their fair
values as of the merger date. In addition, SFAS No. 141R establishes that the consideration transferred include the fair
value of any contingent consideration arrangements and any equity or assets exchanged are measured at the closing
date of the merger at the then-current market price.

The SPAH Board After the Merger (page 86)

Under the terms of the merger agreement, SPAH will recommend for stockholder approval the election of Warren G.
Lichtenstein and, if the merger is consummated, four directors from Frontier, comprised of Patrick M. Fahey, Lucy
DeYoung, Mark O. Zenger and David M. Cuthill, each of whom currently serve on the Frontier Board, in each case to
serve until the next annual meeting of SPAH and until their successors shall have been elected and qualified. Upon the
election of the Frontier nominees to the SPAH Board and, upon consummation of the merger, the SPAH Board will
consist of five (5) members, with Mr. Lichtenstein serving as the Chairman of the Board.

The Frontier Bank Board After the Merger (page 86)

Under the terms of the merger agreement, upon consummation of the merger, the Frontier Bank Board will consist of
five (5) directors, comprised of SPAH�s designee, John McNamara, to serve as Chairman of the Board, and four
(4) directors from Frontier, comprised of Patrick M. Fahey, and three (3) other existing members of the Frontier Bank
Board.

Management and Operations After the Merger (page 86)

Each of the current executive officers of SPAH will resign upon consummation of the merger, other than Warren G.
Lichtenstein who will continue to serve as Chairman of the Board, although he will resign as President and Chief
Executive Officer of SPAH. The existing management team of Frontier will manage the business of the combined
company following the merger.

Completion of the Merger is Subject to Certain Conditions (page 95)

Completion of the merger is subject to the satisfaction or waiver of a number of conditions, including the following:

� the adoption of the Initial Charter Amendments and the Subsequent Charter Amendments;

� the adoption of the warrant amendment proposal by SPAH warrantholders;

� the adoption of the merger agreement by SPAH and Frontier stockholders;

� no more than 10% (minus one share) of SPAH public stockholders vote against the merger agreement and
thereafter exercise their conversion rights;

� no more than 10% of the holders of Frontier common stock entitled to vote on the merger exercise their
dissenters� rights;

� the approval of SPAH�s application to become a bank holding company;

�
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receipt of all required regulatory approvals, including the approval of the Federal Reserve and the
Washington DFI; and

� each of (i) the FDIC Order, (ii) the FRB Written Agreement, and (iii) the Memorandum of Understanding,
will have been modified in a manner reasonably acceptable to SPAH, including by the elimination of certain
provisions and consequences related thereto.

These conditions and others are more fully discussed under the heading �The Merger and the Merger Agreement � The
Merger Agreement � Conditions to the Closing of the Merger�. Some of these closing conditions, including the closing
condition that no more than 10% (minus one share) of SPAH public stockholders may vote against the merger
agreement and thereafter exercise their conversion rights, may be waived by SPAH.
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Termination of the Merger Agreement (page 96)

Notwithstanding the approval of the merger proposal by SPAH and Frontier stockholders, we can mutually agree at
any time to terminate the merger agreement at any time prior to the effective time:

� By mutual written agreement of SPAH and Frontier;

� By either party if the other party is in breach of any of its representations, warranties or covenants under the
merger agreement which cannot be or has not been cured within 5 days after the giving of written notice by the
non-breaching party to the breaching party of such breach;

� By either party in the event (i) any consent of any regulatory authority required for consummation of the
merger and the other transactions contemplated hereby shall have been denied by final nonappealable action of
such authority or if any action taken by such authority is not appealed within the time limit for appeal, (ii) any
law or order permanently restraining, enjoining or otherwise prohibiting the consummation of the merger shall
have become final and nonappealable, (iii) the stockholders of SPAH or Frontier fail to vote their approval of
the matters relating to the merger agreement and the transactions contemplated thereby at SPAH�s special
meeting of stockholders or Frontier�s special meeting of shareholders, respectively, where such matters were
presented to such stockholders for approval and voted upon, or (iv) if applicable, holders of 10% or more of the
shares sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights;

� By either party in the event that the merger shall not have been consummated by December 31, 2009, in the
event SPAH extends its corporate life beyond October 10, 2009;

� By either party if the other party�s board of directors fails to reaffirm its approval upon the other party�s request
for such reaffirmation of the merger or if such other party�s board of directors resolves not to reaffirm the
merger;

� By either party if the other party�s board of directors fails to include in the joint proxy statement/prospectus its
recommendation, without modification or qualification, that the stockholders approve the merger or if the
party�s board of directors withdraws, qualifies, modifies, proposes publicly to withdraw, qualify, or modify, in a
manner adverse to the other party, the recommendation that the stockholders approve the merger;

� By either party if the other party�s board of directors affirms, recommends, or authorizes entering into any
acquisition transaction other than the merger or, within 10 business days after commencement of any tender or
exchange offer for any shares of its common stock, the other party�s board of directors fails to recommend
against acceptance of such tender or exchange offer or takes no position with respect to such tender or
exchange offer;

� By either party if the other party�s board of directors negotiates or authorizes the conduct of negotiations (and
five business days have elapsed without such negotiations being discontinued) with a third party regarding an
acquisition proposal other than the merger; or

� By either party if the party terminating is not in material breach of any representation, warranty, or covenant, or
other agreement in the merger agreement, and prior to the adoption of the merger proposal by the stockholders,
the other party�s board of directors has (1) withdrawn or modified or changed its recommendation of approval
of the merger agreement in a manner adverse to the terminating party in order to approve and permit the other
party to accept a superior proposal and (2) determined, after consultation with, and the receipt of advice from

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 88



outside legal counsel to the other party, that the failure to take such action as described in the preceding
clause (1) would be likely to result in a breach of the board of directors� fiduciary duties under applicable law,
provided, however, that at least five business days prior to any such termination, the terminating party shall,
and shall cause its advisors to, negotiate with the other party, if such party elects to do so, to make such
adjustments in the terms and conditions of the merger agreement as would enable the other party to proceed
with the merger on the adjusted terms.
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Interests of SPAH�s Directors and Officers and Others in the Merger (page 69)

When considering the recommendations of the SPAH Board, you should be aware that some of SPAH�s directors and
officers and other have interests in the merger proposal that may differ from the interests of other stockholders:

� Warren G. Lichtenstein will serve as the Chairman of the SPAH Board following the consummation of the
merger;

� John McNamara will serve as Chairman of the Frontier Bank Board following the consummation of the
merger;

� if the merger is not approved and SPAH is required to liquidate, all the shares of common stock and all the
warrants held by the SPAH insiders (including SP Acq LLC and SP II), which, as of the record date, for the
shares, were worth approximately $9.81 per share and approximately $106,167,744 in the aggregate and, for
the warrants, were worth approximately $0.38 per warrant and approximately $6,772,512 in the aggregate, will
be worthless. Since Mr. Lichtenstein, SPAH�s Chairman of the Board, President and Chief Executive Officer,
may be deemed the beneficial owner of shares held by SP Acq LLC and SP II, he may also have a conflict of
interest in determining whether a particular target business is appropriate for SPAH and its stockholders.
However, upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of its founder�s
shares and Anthony Bergamo, Ronald LaBow, Howard M. Lorber, Leonard Toboroff and S. Nicholas Walker
have agreed to forfeit an aggregate of 465,530 of their founder�s shares;

� if SPAH liquidates prior to the consummation of a business combination, SP Acq LLC and Mr. Lichtenstein
will be personally liable if and to the extent any claims by a third party for services rendered or products sold,
or by a prospective business target, reduce the amounts in the trust account available for distribution to SPAH
stockholders in the event of a dissolution and liquidation; and

� unless SPAH consummates an initial business combination, its officers and directors, its employees, and
affiliates of SP Acq LLC and their employees will not receive reimbursement for any out-of-pocket expenses
incurred by them to the extent that such expenses exceed the amount of available proceeds not deposited in the
trust account and the $3.5 million in interest income on the balance of the trust account that has been released
to SPAH to fund its working capital requirements.

Each board member was aware of these and other interests and considered them before approving and adopting the
merger agreement. Additionally, upon consummation of the merger, the underwriters in SPAH�s initial public offering
will be entitled to receive approximately $17.3 million of deferred underwriting discounts and commissions currently
held in SPAH�s trust account. SPAH is in negotiation with its underwriters regarding the amount and form of payment
of such deferred underwriting fees from SPAH�s initial public offering. As of the date hereof, SPAH has negotiated the
reduction of underwriting fees by approximately $3.65 million and SPAH will continue to negotiate a further
reduction of such fees until a mutual settlement can be reached. The results of these negotiations are uncertain since
the underwriters can discontinue negotiations with SPAH at any time and require the full amount of their fees payable
upon consummation of the merger. If the merger is not consummated and SPAH is required to liquidate, the
underwriters have agreed to forfeit any rights or claims to their deferred underwriting discounts and commissions then
in the trust account, and those funds will be included in the pro rata liquidation distribution to the SPAH public
stockholders.

Certain Benefits of Directors and Officers of Frontier (page 80)
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When considering the recommendations of the Frontier Board, you should be aware that some directors and officers
have interests in the merger proposal that differ from the interests of other shareholders, including the following:

� Stock Ownership.  The directors, executive officers and principal shareholders of Frontier, together with their
affiliates, beneficially owned, as of the record date for the special meeting, a total of 3,103,451 shares of
Frontier common stock, including 253,154 shares of restricted stock that has or will be vested at the time of the
merger, representing 6.56% of the total outstanding shares of Frontier common stock;
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� Change of Control Agreements.  Frontier is a party to change of control agreements with five of its current
executive officers, John J. Dickson, Carol E. Wheeler, R. James Mathison, Robert W. Robinson and Lyle E.
Ryan. These agreements generally provide that in the event of a termination of employment in connection with,
or within 24 months after, a change of control, for reasons other than cause, the executive will receive a lump
sum payment on the first day of the seventh month after the termination of his or her employment in an amount
equal to two times the amount of his or her salary and bonus for the twelve months prior to the effective date of
the change of control and will continue to be covered by applicable medical and dental plans for 24 months
following termination of employment. In the event an executive, after attaining age 60, voluntarily retires
within 12 months following a change of control, the executive will receive a lump sum payment equal to one
times the amount of his or her salary and bonus, and will continue to be covered by applicable medical and
dental plans for 12 months following termination of employment. The maximum aggregate amount of such
payments (based on two times their salaries and bonuses) due to Messrs. Dickson, Mathison, Robinson and
Ryan, and Ms. Wheeler, upon such termination of their employment would be $698,250, $419,250, $409,500,
$518,020, and $368,250, respectively.

In addition, the vesting of restricted stock awards granted under Frontier�s 2006 Stock Option Plan will accelerate upon
the effective time of the merger.

� Insurance and Indemnification.  SPAH has agreed to use reasonable best efforts to maintain Frontier�s existing
policies of directors and officers liability insurance (or at SPAH�s option, obtain comparable coverage under its
own insurance policies) for a period of six years after the merger with respect to claims arising from facts or
events which occurred prior to the effective time of the merger, subject to a maximum premium limit of
$1,150,000. SPAH has also agreed to continue to provide for the indemnification of the former and current
directors, officers, employees and agents of Frontier for six years after the merger.

� Certain Employee Matters.  The merger agreement contains certain agreements of the parties with respect to
various employee matters.

At and following the effective time of the merger, SPAH will assume and honor certain Frontier severance and change
of control agreements that Frontier had with its officers and directors on July 24, 2009.

Transfer Restrictions of SPAH Insiders and Frontier Insiders upon Consummation of the Merger (pages 69 and
87)

SPAH Insiders.  Upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of the 9,653,412
founder�s shares it owns and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an
aggregate of 465,530 of the 500,000 founder�s shares they own. The SPAH insiders previously agreed not to sell or
transfer their founder�s units and the founder�s shares and initial founder�s warrants comprising the founder�s units
(including the common stock to be issued upon the exercise of the initial founder�s warrants) for a period of one year
from the date the merger is consummated, except in each case to permitted transferees who agree to be subject to the
same transfer restrictions. The Steel Trust has agreed to be subject to these transfer restrictions.

SP II has previously agreed not to sell or transfer the co-investment units, co-investment shares or co-investment
warrants (including the common stock to be issued upon exercise of the co-investment warrants) until one year after
SPAH completes the merger except to permitted transferees who agree to be bound by such transfer restrictions. The
Steel Trust has agreed to be subject to these transfer restrictions. We refer to these agreements with the SPAH insiders
and their permitted transferees as �lock-up agreements.�
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Frontier Insiders.  The Frontier insiders have agreed not sell, pledge, transfer or otherwise dispose of the shares of
SPAH common stock and SPAH warrants for a one year period ending on the first anniversary of the consummation
of the merger.

Comparative Rights of Stockholders (page 205)

The rights of SPAH stockholders are currently governed by Delaware law, the SPAH Certificate of Incorporation and
the bylaws of SPAH (the �SPAH Bylaws�). The rights of Frontier�s shareholders are currently governed by Washington
law and Frontier�s amended and restated articles of incorporation (the �Frontier Articles of
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Incorporation�) and 2003 restated bylaws (the �Frontier Bylaws�). Upon consummation of the merger, the stockholders
of Frontier will become stockholders of SPAH and the SPAH Certificate of Incorporation, as proposed to be amended
and restated, the SPAH Bylaws and Delaware law will govern their rights. The SPAH Certificate of Incorporation and
SPAH Bylaws differ somewhat from those of Frontier. Material differences include:

� The SPAH Bylaws provide that a director can be removed with or without cause by a majority vote of the
holders of the outstanding shares then entitled to vote at an election of directors; in comparison, the Frontier
Articles of Incorporation provide that a director may be removed only for cause by the holders of not less than
two-thirds of the shares entitled to elect the director whose removal is sought.

� The Frontier Articles of Incorporation and Frontier Bylaws divide the Frontier Board into three classes of
directors, as nearly equal as possible, with each class being elected to a staggered three-year term; in
comparison, SPAH does not have a staggered board and each director is elected for a term that expires at the
next annual meeting of stockholders.

� SPAH has elected not to be governed by Section 203 of the Delaware General Corporation Law (the �DGCL�),
which limits business combinations, including mergers, with an �interested stockholder�; in comparison, under
the WBCA, Frontier is prohibited, with certain exceptions, from engaging in certain �significant business
transactions� with a person or group of persons beneficially owning 10% or more of its voting securities for a
period of five years after the acquisition of such securities, unless the transaction or acquisition of shares is
approved by a majority of the members of the board of directors prior to the date on which the acquiring person
first obtained 10% share ownership.

� After the merger with Frontier is completed, adoption of a subsequent merger agreement or consolidation of
SPAH with a different entity will require the affirmative vote of the holders of a majority of the outstanding
shares of SPAH common stock entitled to vote; in comparison, certain mergers and share exchanges of Frontier
must be approved by holders of at least two-thirds of the outstanding shares entitled to vote thereon.

For a more complete description of the difference between the rights of the stockholders of SPAH and the rights of
shareholders of Frontier, please refer to the section entitled �Comparative Rights of SPAH and Frontier.�
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RISK FACTORS

You should carefully consider the following risk factors, together with all of the other information included in this
joint proxy statement/prospectus, before you decide whether to vote or instruct your vote to be cast to approve the
proposals described in this joint proxy statement/prospectus.

Risks Related to the Business of Frontier

The continued downturn in Frontier�s real estate market areas and weakness in the economy could adversely
affect Frontier�s financial condition and profitability.

The Washington and Oregon economies and real estate markets experienced a significant, dramatic downturn in the
past year, and with significant declines in real estate values. Average home sale prices declined by 16.1% year over
year in Washington as of June 30, 2009, and 13.4% year over year as of December 31, 2008 and average home sale
prices had declined by 9.8% year over year in Oregon as of September 30, 2008, according to data published by the
National Association of Realtors, while home sales slowed significantly declining by 19.8% and 15.2% in Washington
and Oregon, respectively. Unemployment increased by 3.8% to 9.1% in Washington over the twelve months ended
June 30, 2009, and by 5.6% to 11.9% in Oregon over the same period, according to the National Bureau of Labor
Statistics, while according to RealtyTrac foreclosures rose by 94% and 84% in Washington and Oregon, respectively.

Frontier is currently operating in a challenging and uncertain economic environment, both nationally and locally. Like
many other financial institutions, Frontier is being affected by sharp declines in the real estate market, constrained
financial markets and a weak economy. Continued declines in real estate values and home sales and financial stress on
borrowers as a result of the uncertain economic environment, including job losses, could have an adverse effect on
Frontier�s borrowers or their customers and demand for Frontier�s products and services, which could adversely affect
Frontier�s financial condition and earnings, increase loan delinquencies, defaults and foreclosures, and significantly
impair the value of Frontier�s collateral and its ability to sell the collateral upon foreclosure.

Frontier is experiencing deterioration in its loan portfolio, centered in its residential construction and land
development loans.

As of June 30, 2009, approximately 85.4% of Frontier�s loan portfolio was comprised of loans secured by real estate.
Of this 85.4% of real estate loans, 35% are commercial real estate loans, 21% are residential construction loans, 16%
are land development loans, 15% are term 1-4 family residential loans, 9% are lot loans and 4% are commercial
construction loans. Frontier has been experiencing deterioration in its loan portfolio, centered in its residential
construction and land development loans. Many of these loans are maturing and classified as nonperforming assets
while Frontier works with the borrowers to maximize its recovery. If loan payments from borrowers are over 90 days
past due, or sooner if normal repayment cannot resume, the loans are placed on nonaccrual status, thereby reducing
and/or reversing previously accrued interest income. From third quarter 2008 to June 30, 2009, Frontier�s
nonperforming and nonaccrual loans increased significantly, from $205.2 million to $764.6 million, $513.2 million of
which were residential construction and land development loans, which represent 43.1% of Frontier�s residential
construction and land development loans. The contraction or expansion of Frontier�s nonaccrual loan portfolio and
other real estate owned (�OREO�) properties in future periods will depend upon the company�s ongoing collection
efforts and changes in market conditions. Frontier has a dedicated a team of 38 employees focused on the management
of problem loans, but there is no guarantee that this team will be able to effectively manage the amount of problem
loans Frontier may encounter in the future. Additional information regarding credit risk is included in �Information
About Frontier � Management�s Discussion and Analysis of Financial Condition and Results of Operations � Loans.�
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Frontier�s management believes that there is the potential for additional loan losses beyond those recognized as of
June 30, 2009, particularly with respect to Frontier Bank�s construction and land development portfolio, and these
losses could be significantly greater than management presently expects, particularly if economic conditions
deteriorate further.

Frontier Bank�s loan portfolio and allowance for loan losses are assessed each quarter by management, and were
subject to recent examinations by its federal and state regulators. Further, in its efforts to refine Frontier Bank�s
assessment of inherent risk in Frontier Bank�s loan portfolio, Frontier Bank has performed extensive reviews and
analyses. As a result of these reviews and analyses, assuming a continuing weak economy, Frontier believes the
potential for additional deterioration in the Bank�s loan portfolio may result in additional loan losses of approximately
$200 million (which estimate takes into account approximately $100.0 million of loan charge-offs expected in the
third quarter of 2009 as described in more detail under �Information About Frontier � Management�s Discussion &
Analysis of Financial Condition and Results of Operations � Allowance for Loan Losses � Subsequent Events�),
primarily as a result of decreased residential and commercial real estate values, increased financial stress on
borrowers, bankruptcies and related expenses of collection, foreclosure and OREO, and such losses can be further
increased if the adverse economic conditions become more severe or continue longer than Frontier anticipates. Any
such additional loan losses, should they occur, would adversely affect Frontier�s financial condition and profitability.

Due to unforeseen circumstances and/or changes in estimates, Frontier�s allowance for loan losses may not be
adequate to cover actual losses.

An essential element of Frontier�s business is to make loans. Frontier maintains an allowance for loan losses that it
believes is a reasonable estimate of known and inherent losses within the loan portfolio. At June 30, 2009, Frontier�s
allowance for loan losses was $98.6 million or 2.89% of its total loans of $3.4 billion, and as of September 30, 2009,
Frontier�s allowance for loan losses is expected to increase to $138.5 million or 4.17% of its total loans of $3.3 billion,
as a result of significant additional provisions for loan losses and charge-offs in the third quarter of 2009. See
�Management�s Discussion & Analysis of Financial Condition and Results of Operations � Allowance for Loan Losses �
Subsequent Events.� The determination of the appropriate level of loan loss allowance as well as the appropriate
amount of loan charge-offs (net of loan recoveries) is an inherently difficult process and is based on numerous
assumptions and there may be a range of potential estimates. The amount of future losses is susceptible to changes in
economic, operating and other conditions, including changes in Frontier�s real estate markets and interest rates that are
beyond Frontier�s control. Frontier�s underwriting policies, credit monitoring processes and risk management systems
and controls may not prevent unexpected losses. In addition, bank regulators periodically review Frontier�s allowance
for loan losses and may require Frontier to increase its provision for loan losses or recognize further loan charge-offs.

While SPAH has reviewed Frontier�s loan portfolio, allowance for loan losses, loan charge-offs and loan recoveries,
there is no precise method for predicting credit losses since any estimate of loan losses is necessarily subjective and
the accuracy depends on the outcome of future events. Upon consummation of the merger, management of the
combined company will make its own independent evaluation of the loan portfolio and make adjustments to the loan
loss allowance as necessary. The allowance for loan losses may be further changed upon the continued review of bank
regulators. Although SPAH believes, based on its review of Frontier�s loan portfolio, that upon a post merger
evaluation of the loan portfolio the combined company will have sufficient capital following the consummation of the
merger to absorb potential increases in loan charge-offs, while maintaining adequate capital ratios, there can be no
assurance that any revised allowance for loan losses will be adequate to cover actual loan losses. Any significant
increases in the allowance for loan losses would adversely affect the capital base and earnings of the combined
company.

Defaults and related losses in Frontier�s residential construction and land development loan portfolio could result
in a significant increase in OREO balances and the number of properties to be disposed of, which would adversely
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As part of Frontier�s collection process for all nonperforming real estate loans, the company may foreclose on and take
title to the property serving as collateral for the loan. Real estate owned by Frontier and not used in the
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ordinary course of its operations is referred to as other real estate owned (OREO) property. Frontier expects to take
additional properties into OREO. Increased OREO balances lead to greater expenses as the company incurs costs to
manage and dispose of the properties and, in certain cases, complete construction of improvements prior to sale. Any
decrease in sale prices on properties may lead to OREO write-downs with a corresponding expense in Frontier�s
income statement. Frontier�s management expects that earnings over the next several quarters could be negatively
affected by various expenses associated with OREO, including personnel costs, insurance and taxes, completion and
repair costs, and other costs associated with property ownership, as well as by the funding costs associated with assets
that are tied up in real estate during the period they are held in OREO. The management and oversight of OREO is
time consuming and can be complex and can require significant resources of Frontier�s management and employees.
Frontier will also be at risk of further declines in real estate prices in the market areas in which the company conducts
its lending business.

Restrictions imposed by regulatory actions could have an adverse effect on Frontier and failure to comply with any
of its provisions could result in further regulatory action or restrictions.

The businesses and operations of Frontier and its subsidiary, Frontier Bank, are currently subject to regulatory actions,
including the FDIC Order and the FRB Written Agreement, which , for example, generally prohibit Frontier Bank
from paying dividends (effectively prohibiting any dividends by its holding company, Frontier, because substantially
all earnings of Frontier are derived from Frontier Bank), repurchasing stock, retaining new directors or senior
managers or changing the duties of senior management, paying management or consulting fees or other funds to
Frontier, and extending additional credit with respect to nonperforming and adversely classified loans which
management believes, complicates the workout of troubled loans. The FDIC Order also requires Frontier Bank to raise
its Tier 1 leverage capital ratio to a higher than normal level of 10% of its assets, by July 29, 2009, and to maintain
that capital level, in addition to maintaining a fully funded allowance for loan losses satisfactory to the FDIC and the
Washington DFI. These and other regulatory actions are described in more detail in �Information About Frontier �
Management�s Discussion and Analysis of Financial Condition and Results of Operations � Regulatory Actions.� The
FDIC identified deficiencies in the management and supervision of Frontier Bank that primarily relate to loan
underwriting, procedures and monitoring, excessive concentrations in construction and land development loans, and
related concerns about Frontier Bank�s capital and liquidity. Management believes it has addressed the concerns and
that it is in compliance with all the requirements of the FDIC Order and the FRB Written Agreement, other than the
Tier 1 capital requirement for Frontier Bank. Frontier believes it can increase its Tier 1 capital to compliance levels
with the consummation of the merger. However, these regulatory actions and any future actions could continue to
limit Frontier�s growth and adversely affect its earnings, business and operations. In addition, failure to comply with
these regulatory actions or any future actions could result in further regulatory actions or restrictions, including
monetary penalties and the potential closure of Frontier Bank.

Frontier�s future earnings may be adversely affected by the legal and regulatory actions taken against it, as well as
those legal actions that Frontier has and may pursue.

Frontier and the Frontier Board (as well as SPAH) have been sued in the putative securities class action lawsuit
described in �Information About Frontier � Legal Proceedings,� which, if adversely determined, could have a material
adverse effect on its consolidated financial position, results of operations or cash flows and Frontier�s ability to
consummate the merger or the consolidated financial position, results of operations or cash flows of the surviving
entity. Further, Frontier and Frontier Bank are also involved in the regulatory, collection and potential foreclosure
actions and proceedings described therein. Because Frontier is unable to predict the impact or resolution of these
outstanding litigation and regulatory matters or to reasonably estimate the potential loss, if any, no reserves have yet
been established therefor. Frontier may determine in the future that it is necessary to establish such reserves and, if so
established, such reserves could have a material adverse impact on its financial condition.
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Frontier�s profitability and the value of stockholder�s investments may suffer because of rapid and unpredictable
changes in the highly regulated environment in which Frontier operates.

Frontier is subject to extensive supervision by several governmental regulatory agencies at the federal and state levels
in the financial services area. See �Supervision and Regulation�. Recently enacted, proposed and future legislation and
regulations have had, and will continue to have, or may have a significant impact on the financial
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services industry. These regulations, which are generally intended to protect depositors and not stockholders, and the
interpretation and application of them by federal and state regulators, are beyond Frontier�s control, may change
rapidly and unpredictably and can be expected to influence earnings and growth. For example, the FDIC and the
Federal Reserve recently issued joint Guidance on Concentrations in Commercial Real Estate Lending, Sound Risk
Management Practices that sets forth supervisory criteria to assist bank examiners in identifying banks with
potentially significant commercial real estate loan concentrations that may warrant greater supervisory scrutiny. The
Guidance applies to Frontier Bank, based on Frontier�s current loan portfolio, and Frontier�s management expects that
the company�s business and operations will be subject to enhanced regulatory review for the foreseeable future.
Regulatory authorities have extensive discretion in their supervisory and enforcement activities, including the
imposition of restrictions on operations, the classification of assets and determination of the level of allowance for
loan losses. Frontier�s success depends on Frontier�s continued ability to maintain compliance with these regulations.
Increased regulation and supervision of the banking and financial industry as a result of the existing financial crisis.
Such additional regulation and supervision may increase our costs and limit our ability to pursue business
opportunities.

Market and other constraints on Frontier�s construction loan origination volume are expected to lead to decreases
in the company�s interest and fee income that are not expected to be fully offset by reductions in its noninterest
expenses.

Due to existing conditions in housing markets in the areas where Frontier operates, the recession and other factors,
Frontier projects the company�s construction loan originations to be materially constrained in 2009 and beyond.
Additionally, management�s revised business plan will de-emphasize the origination of construction loans. This will
lower interest income and fees generated from this part of Frontier�s business. Unless this revenue decline is offset by
other areas of Frontier�s operations, the company�s total revenues may decline relative to its total noninterest expense.
Frontier expects that it will be difficult to find new revenue sources in the near term to completely offset expected
declines in the company�s interest income. In that regard, the adverse economic conditions that began in 2007 and that
have continued into 2009 have significantly reduced Frontier�s origination of all new loans, and Frontier�s management
cannot assure you that the company�s total loans or assets will increase or not decline in 2009.

Fluctuations in interest rates could reduce Frontier�s profitability and affect the value of its assets.

Frontier�s earnings and cash flows are largely dependent upon the company�s net interest income. Net interest income is
the difference between interest income earned on interest-earning assets such as loans and securities and interest
expense paid on interest-bearing liabilities such as deposits and borrowed funds. Interest rates are highly sensitive to
many factors that are beyond Frontier�s control, including but not limited to; general economic conditions and policies
of various governmental and regulatory agencies and, in particular, the Federal Reserve. Changes in monetary policy,
including changes in interest rates, could influence not only the amount of interest Frontier receives on loans and
securities and the amount of interest Frontier pay on deposits and borrowings, but such changes could also affect the
company�s ability to originate loans and obtain deposits as well as the fair value of its financial assets and liabilities. If
the interest Frontier pays on deposits and other borrowings increases at a faster rate than the interest it receives on
loans and other investments, Frontier�s net interest income, and therefore earnings, could be adversely effected.
Earnings could also be adversely affected if the interest Frontier receives on loans and other investments fall more
quickly than the interest it pays on deposits and other borrowings.

Concern of customers over the safety of their deposits may cause a decrease in deposits.

With recent increased concerns about bank failures, customers increasingly are concerned about the safety of their
deposits and the extent to which their deposits are insured by the FDIC. Customers may not believe Frontier is a safe
place to keep their deposit accounts and they may remove their deposit accounts. Additionally, customers may
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fully insured. Decreases in deposits may adversely affect Frontier�s funding costs, liquidity and net income. In
addition, if the FDIC reduces the limit on FDIC coverage to $100,000 per account after December 31, 2013,
customers may become increasingly more concerned about the safety of their deposits.
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Liquidity risk could impair Frontier�s ability to fund operations and jeopardize the company�s financial condition.

Liquidity is essential to Frontier�s business. An inability to raise funds through deposits, borrowings, the sale of loans
and other sources could have a substantial negative effect on Frontier�s liquidity. Frontier�s access to funding sources in
amounts adequate to finance the company�s activities or the terms of which are acceptable to the company could be
impaired by factors that affect us specifically, including our existing regulatory agreements, or the financial services
industry in general. Factors that could detrimentally impact Frontier�s access to liquidity sources include a decrease in
the level of the company�s business activity as a result of weak economic conditions in the western Washington and
Oregon markets in which Frontier�s loans are concentrated or additional adverse regulatory action against the
company. Frontier�s ability to borrow could also be impaired by factors that are not specific to Frontier, such as a
disruption in the financial markets or negative views and expectations about the prospects for the financial services
industry in light of the turmoil currently faced by financial institutions and the continued deterioration in credit
markets and the economy. Additional information regarding liquidity risk is included in �Information About Frontier �
Management�s Discussion and Analysis of Financial Condition and Results of Operations � Liquidity Resources.�

Strong competition within its market areas may limit Frontier�s growth and adversely affect the company�s
operating results.

The banking and financial services industry is highly competitive. Frontier competes in its market areas with
commercial banks, savings institutions, mortgage brokerage firms, credit unions, finance companies, mutual funds,
insurance companies, and brokerage and investment banking firms operating locally and elsewhere. Some of these
competitors have substantially greater resources and lending limits than Frontier, have greater name recognition and
market presence that benefit them in attracting business and deposits, and offer certain services that Frontier does not
or cannot provide. In addition, larger competitors may be able to price loans and deposits more aggressively than
Frontier. Frontier�s results of operations depend upon the company�s continued ability to successfully compete in its
market area. The greater resources and deposit and loan products offered by some of Frontier�s competitors may limit
the company�s ability to increase or maintain its interest earning assets.

Frontier will be required to pay significantly higher FDIC premiums in the future.

Recent insured institution failures, as well as deterioration in banking and economic conditions, have significantly
increased FDIC loss provisions, resulting in a decline in the designated reserve ratio to historical lows. The FDIC
expects a higher rate of insured institution failures in the next few years compared to recent years; thus, the reserve
ratio may continue to decline. In addition, the FDIC temporarily increased the limit on FDIC coverage to $250,000
through December 31, 2013. These developments will cause the premiums assessed to us by the FDIC to increase.
Under the final rule adopted December 16, 2008, Frontier Bank�s assessment rate will increase from 5 to 7 basis points
per $100 of deposits to approximately 31 to 38 basis points in 2009. The increased deposit insurance premiums are
expected to result in a significant increase in our non-interest expense, which will have a material impact on our
results of operations beginning in 2009.

Frontier continually encounters technological change.

The financial services industry is continually undergoing rapid technological change with frequent introductions of
new technology-driven products and services. The effective use of technology increases efficiency and enables
financial institutions to better serve customers and to reduce costs. Frontier�s future success depends, in part, upon the
company�s ability to address the needs of its customers by using technology to provide products and services that will
satisfy customer demands, as well as to create additional efficiencies in the company�s operations. Many of Frontier�s
competitors have substantially greater resources to invest in technological improvements. Frontier may not be able to
effectively implement new technology-driven products and services or be successful in marketing these products and
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Frontier is exposed to risk of environmental liabilities with respect to properties to which it takes title.

Approximately 85.4% of Frontier�s outstanding loan portfolio at June 30, 2009 was secured by real estate. In the
course of its business, Frontier may foreclose and take title to real estate, and could be subject to environmental
liabilities with respect to these properties. Frontier may be held liable to a governmental entity or to third-parties for
property damage, personal injury, investigation and clean-up costs incurred by these parties in connection with
environmental contamination, or may be required to investigate or clean up hazardous or toxic substances, or chemical
releases at a property. The costs associated with investigation or remediation activities could be substantial. In
addition, if Frontier is the owner or former owner of a contaminated site, the company may be subject to common law
claims by third-parties based on damages and costs resulting from environmental contamination emanating from the
property. If Frontier ever becomes subject to significant environmental liabilities, the company�s business, financial
condition, liquidity and results of operations could be materially and adversely affected.

Frontier depends on key personnel for success.

Frontier�s operating results and ability to adequately manage its growth and minimize loan and lease losses are highly
dependent on the services, managerial abilities and performance of Frontier�s current executive officers and other key
personnel. Frontier has an experienced management team that the Board of Directors believes is capable of managing
and growing Frontier�s operations. However, losses of or changes in Frontier�s current executive officers or other key
personnel and their responsibilities may disrupt Frontier�s business and could adversely affect financial condition,
results of operations and liquidity. Frontier may not be successful in retaining its current executive officers or other
key personnel.

The merger agreement limits Frontier�s ability to pursue other transactions and provides for payment of
termination fees if it does.

While the merger agreement is in effect and subject to very narrow exceptions, Frontier and its directors, officers and
agents are prohibited from initiating or encouraging inquiries with respect to alternative acquisition proposals. The
prohibition limits Frontier�s ability to seek offers from other possible acquirers which may be superior from a financial
point of view, or otherwise more desirable. If Frontier receives an unsolicited proposal from a third party that is
superior from a financial point of view to that made by SPAH and the merger agreement is terminated, Frontier would
be required to pay a $2.5 million termination fee in most circumstances. This fee makes it less likely that a third party
would make an alternative acquisition proposal.

If the merger is not approved by shareholders or regulators or is terminated for some other reason, Frontier may
experience adverse consequences.

Frontier�s management has expended substantial time and effort in negotiating the merger agreement and the related
arrangements connected with the transaction described in this joint proxy statement/prospectus. Additionally, Frontier
has, at significant expense, engaged numerous outside consultants for the specific purpose of evaluating and
negotiating this transaction. Moreover, the Frontier Board has agreed to certain arrangements intended to avert any
unsolicited attempt to gain control of Frontier during the pendency of this transaction, including certain breakup fees
and expense reimbursements. Additionally, the merger reflects a substantial aspect of management�s strategic planning
for Frontier�s future. Were the merger not to be consummated, Frontier would be forced to make substantial
adjustments in its strategic plans, which would require additional management time and effort and which might not be
successful. Therefore, if the merger is not consummated, Frontier may experience adverse impacts on its strategic
direction and its operating capabilities, and these impacts may be material. Finally, the termination or abandonment of
the merger would likely have an adverse impact upon investors� views as to the attractiveness of Frontier�s common
stock and customers� views of Frontier�s safety and soundness, which would likely result in a reduced market price for
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Directors and officers of Frontier have interests in the merger that are in addition to or different than the interests
of other shareholders.

When considering the recommendation of the Frontier Board, you should be aware that some executive officers and
directors of Frontier have interests in the merger that are somewhat different from your interests. For example, certain
officers and directors of Frontier have change of control agreements which will be assumed by SPAH, and certain
officers and directors of Frontier will receive a portion of the merger consideration for their shares of Frontier stock.
In addition, all of the executive management team of Frontier will continue to be employed with similar title, role and
responsibilities. Four board members from the current Frontier Board and Frontier Bank Board will be invited to
become members of the new SPAH Board and Frontier Bank Board, respectively, following the consummation of the
merger. These arrangements may create potential conflicts of interest and may cause some of these persons to view
the proposed transaction differently than you view it, as a shareholder. See �The Merger and the Merger Agreement �
Certain Benefits of Directors and Officers of Frontier�.

Risks Related to the Merger

To implement its operating strategy following the merger, SPAH must successfully identify opportunities for
expansion and successfully integrate its new strategic initiatives into Frontier�s existing operating platform.

Following the merger, SPAH intends to further implement an operating strategy that results in a more diversified
earning asset portfolio, lower cost funding base and expansion of noninterest income channels. This strategy will be
driven largely by focused efforts in business and retail banking within our existing footprint. This strategy will require
the development of new products and services. This strategy will also require that Frontier penetrate customer
segments that have not historically been a focus for the company. If following the merger, SPAH is unable to generate
products and services that are attractive to its target customers or successfully deliver those products and services to
customers, an important component of its strategy may be lost. Additionally, it is anticipated that SPAH will have
substantial capital resources after the merger. SPAH may not be able to produce sufficient organic growth to
profitably leverage the pro forma capital resources. As part of its operating strategy SPAH intends to use its capital
resources to consider expansion and acquisition opportunities. Any future expansion or acquisition efforts may entail
substantial costs and may not produce the revenue, earnings or synergies that SPAH had anticipated. Any future
expansion or acquisitions that SPAH undertakes will involve operational risks and uncertainties. Acquired companies
may have unforeseen liabilities, exposure to asset quality problems, key employee and customer retention problems
and other problems that could negatively affect SPAH.

The operations of Frontier may still be restricted by the FDIC Order and the FRB Written Agreement after
Frontier and Frontier Bank are integrated with SPAH.

On March 20, 2009, Frontier Bank entered into the FDIC Order with the FDIC and the Washington DFI. The
regulators alleged that Frontier Bank had engaged in unsafe or unsound banking practices by operating with
inadequate management and board supervision; engaging in unsatisfactory lending and collection practices; operating
with inadequate capital in relation to the kind and quality of assets held at Frontier Bank; operating with an inadequate
loan valuation reserve; operating with a large volume of poor quality loans; operating in such a manner as to produce
low earnings and operating with inadequate provisions for liquidity. By consenting to the FDIC Order, Frontier Bank
neither admitted nor denied the alleged charges.

Under the terms of the FDIC Order, Frontier Bank cannot declare dividends or pay any management, consulting or
other fees or funds to Frontier, without the prior written approval of the FDIC and the Washington DFI. Other material
provisions of the FDIC Order require Frontier Bank to: (1) review the qualifications of Frontier Bank�s management,
(2) provide the FDIC with 30 days written notice prior to adding any individual to the Frontier Bank Board or
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Bank affairs, (4) improve Frontier Bank�s lending and collection policies and procedures, particularly with respect to
the origination and monitoring of real estate construction and land development loans, (5) develop a capital plan and
increase Tier 1 leverage capital to 10% of Frontier Bank�s total assets by July 29, 2009, and maintain that capital level,
in addition to maintaining a fully funded allowance for loan losses satisfactory to the regulators, (6) implement a
comprehensive policy for determining the adequacy of the allowance for loan
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losses and limiting concentrations in commercial real estate and acquisition, development and construction loans,
(7) formulate a written plan to reduce Frontier Bank�s risk exposure to adversely classified loans and nonperforming
assets, (8) refrain from extending additional credit with respect to loans charged-off or classified as �loss� and
uncollected, (9) refrain from extending additional credit with respect to other adversely classified loans without
collecting all past due interest, without the prior approval of a majority of the directors on the Frontier Bank Board or
its loan committee, (10) develop a plan to control overhead and other expenses to restore profitability, (11) implement
a liquidity and funds management policy to reduce Frontier Bank�s reliance on brokered deposits and other non-core
funding sources, and (12) prepare and submit progress reports to the FDIC and the Washington DFI. The FDIC Order
will remain in effect until modified or terminated by the FDIC and the Washington DFI.

In addition, on July 2, 2009, Frontier entered into a written agreement with the FRB. Under the terms of the FRB
Written Agreement, Frontier has agreed to: (i) refrain from declaring or paying any dividends without prior written
consent of the FRB; (ii) refrain from taking dividends or any other form of payment that represents a reduction in
capital from Frontier Bank without prior written consent of the FRB; (iii) refrain from making any distributions of
interest or principal on subordinated debentures or trust preferred securities without prior written consent of the FRB;
(iv) refrain from incurring, increasing or guaranteeing any debt without prior written consent of the FRB; (v) refrain
from purchasing or redeeming any shares of its stock without prior written consent of the FRB; (vi) implement a
capital plan and maintain sufficient capital; (vii) comply with notice and approval requirements established by the
FRB relating to the appointment of directors and senior executive officers as well as any change in the responsibility
of any current senior executive officer; (viii) not pay or agree to pay any indemnification and severance payments
except under certain circumstances, and with the prior approval of the FRB; and (ix) provide quarterly progress
reports to the FRB.

The Frontier Bank Board also entered into the Memorandum of Understanding with the FDIC dated August 20, 2008
relating to the correction of certain violation of applicable consumer protection and fair lending laws and regulations,
principally including the failure to provide certain notices to consumers pursuant to the Flood Disaster Protection Act
of 1973, and certain violations of the Truth in Lending Act and Regulation Z.

The Memorandum of Understanding requires the Frontier Bank Board to (i) correct all violations found and
implement procedures to prevent their recurrence; (ii) increase oversight of the Frontier Bank Board�s compliance
function, including monthly reports from Frontier Bank�s compliance officer to the Frontier Bank Board detailing
actions taken to comply with the Memorandum of Understanding; (iii) review its compliance policies and procedures
and develop and implement detailed operating procedures and controls, where necessary, to ensure compliance with
all consumer protection laws and regulations; (iv) establish monitoring procedures to ensure compliance with all
consumer protection laws and regulations (including flood insurance), including the documentation and reporting of
all exceptions to the Frontier Bank Board and its audit committee; (v) review, expand and improve the quality of such
compliance with the frequency of compliance audits to be reviewed and approved annually by the Frontier Bank
Board or audit committee, with a goal of auditing compliance at least annually; (vi) ensure that Frontier Bank�s
compliance management function has adequate staff, resources, training and authority for the size and structure of
Frontier Bank; (vii) establish flood insurance monitoring procedures to ensure loans are not closed without flood
insurance and prior notices to customers required by law, that lapses of flood insurance do not occur, and to develop
methods to ensure that adequate amounts of flood insurance are provided, with Frontier Bank agreeing to force � place
flood insurance when necessary; (viii) provide additional training for all Frontier Bank personnel, including the
Frontier Bank Board and audit and compliance staff for applicable laws and regulations; and (ix) furnish quarterly
progress reports to the Regional Director of the FDIC detailing the actions taken to secure compliance with the
Memorandum of Understanding until the Regional Director has released the institution, in writing, from submitting
further reports. Frontier Bank was assessed civil monetary penalties of $48,895 for flood insurance violations and
required to pay $10,974 in restitution to customers for certain violations of the Truth in Lending Act and
Regulation Z.
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The consummation of the merger is conditioned upon the modification of the (i) FDIC Order, (ii) the FRB Written
Agreement, and (iii) the Memorandum of Understanding, in a manner reasonably acceptable to SPAH, including by
the elimination of certain provisions and consequences related thereto. Frontier has been actively engaged in
responding to the concerns raised in the FDIC Order. With the consummation of the merger, Frontier believes it can
increase its Tier 1 capital to compliance levels.
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If the FDIC Order and FRB Written Agreement are not appropriately modified or dismissed, the FDIC Order and the
FRB Written Agreement will continue to restrict the payment of dividends by Frontier Bank and restrict the business
activities of Frontier Bank as discussed above. The occurrence of either of these events could adversely impact the
future value of SPAH common stock and warrants.

The consummation of the merger does not provide for the introduction of a new management team or new
members on the SPAH Board or the Frontier Bank Board post-merger with experience in the banking industry or
with troubled banks.

Immediately following the consummation of the merger, Frontier�s business will continue to be operated by Frontier�s
existing senior management team, and four of the five directors to serve on each of the SPAH Board and Frontier
Bank Board post- merger will consist of existing directors on the current Frontier Board and the Frontier Bank Board.
While a former independent director, Patrick M. Fahey, was recently appointed President and Chief Executive Officer
of Frontier in December 2008, the merger does not include a new management team. In addition, it is anticipated that
Mr. Lichtenstein will become Chairman of the Board of the SPAH Board and John McNamara will become Chairman
of the Board of Frontier Bank, post-merger. Although Messrs. Lichtenstein and McNamara have significant
investment, restructuring and board experience with public companies, neither have significant long-term experience
in the banking industry or with troubled banks. The lack of new senior management and directors with significant
long-term experience in the banking industry or with troubled banks, could make it more difficult for SPAH to comply
with certain regulatory actions or successfully develop and implement its new business strategies and initiatives.

SPAH�s working capital could be reduced if SPAH stockholders exercise their right to convert their shares into
cash equal to a pro rata portion of the SPAH trust account.

Pursuant to the SPAH Certificate of Incorporation, holders of shares issued in SPAH�s initial public offering may vote
against the merger and demand that SPAH convert their shares into cash equal to a pro rata portion of the SPAH trust
account. Under the SPAH Certificate of Incorporation, SPAH will not consummate the merger if holders of 30% or
more of the shares of common stock issued in its initial public offering exercise these conversion rights. If
Proposal No. 2 is approved and adopted, it is a condition to closing the merger agreement that holders of no more than
10% of the shares (minus one share) sold in SPAH�s initial public offering vote against the merger and exercise their
conversion rights, although at SPAH�s discretion, this closing condition may be waived in order to consummate the
merger. Accordingly, SPAH may not consummate the merger if 10% or more of the holders of shares sold in or
subsequent to SPAH�s initial public offering elect to exercise their conversion rights. If SPAH elects to waive this
closing condition, it may raise the conversion threshold to anywhere between 10% to 30% (minus one share). SPAH
does not believe it will raise the conversion threshold and currently intends only to raise the conversion threshold if it
believes that the combined entity will have sufficient Tier 1 capital to return to compliance levels. To the extent the
merger is consummated and holders of less than 10% of the common stock issued in SPAH�s initial public offering
have demanded to convert their shares, working capital available to SPAH following the merger will be reduced by
the amount paid out of the trust to stockholders exercising their conversion rights.

Additionally, if holders demand to convert their shares, there may be a corresponding reduction in the value of each
share of common stock of SPAH. As of September 17, 2009, assuming Proposal No. 2 and the merger proposal are
adopted, the maximum amount of funds that could be disbursed to the SPAH public stockholders upon the exercise of
the conversion rights would be approximately $42,640,256, or approximately 10% of the funds currently held in trust
as of the record date for the SPAH special meeting.

SPAH has lowered the percentage of shares that can exercise conversion rights below the level a typical blank
check company with a similar business plan as ours would permit.
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SPAH has made it a condition to closing the merger agreement that holders of no more than 10% of the shares (minus
one share) sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights even
though the SPAH Certificate of Incorporation in its current form, provides that our initial business combination may
only be consummated if SPAH public stockholders owning up to 30% of the shares sold in this offering (minus one
share) exercise their conversion rights. SPAH is requesting its stockholders to approve Proposal No. 2 to provide
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for this lower threshold. Most blank check companies with similar business plans as ours are structured so that their
initial business combination may be consummated if public stockholders owning up to 20% of the shares sold in their
initial public offering (minus one share) exercise their conversion rights. SPAH�s decreased conversion threshold may
prevent the merger from being approved which would otherwise have been approved if SPAH kept its original 30%
(minus one share) conversion threshold as stated in the SPAH Certificate of Incorporation and the prospectus for
SPAH�s initial public offering. As a result, it is less likely that SPAH will be able to consummate the proposed merger,
although at SPAH�s discretion, this closing condition may be waived in order to consummate the merger. If SPAH
elects to waive this closing condition, it may raise the conversion threshold to anywhere between 10% to 30% (minus
one share). SPAH does not believe it will raise the conversion threshold and currently intends only to raise the
conversion threshold if it believes that the combined entity will have sufficient Tier 1 capital to return to compliance
levels.

The amount of capital in the trust account may be insufficient to satisfy banking regulatory concerns or allow
Frontier to return to profitability.

Frontier and its subsidiary, Frontier Bank, are subject to various regulatory capital requirements administered by
federal and state banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory and
possibly additional discretionary actions by regulators that, if undertaken, could have a material effect on Frontier�s
financial statements and the financial statements of the combined entity upon consummation of the merger. Under
capital adequacy guidelines and the regulatory framework for prompt corrective action, Frontier must meet specific
capital guidelines that involve quantitative measures of assets, liabilities and certain off-balance-sheet items as
calculated under regulatory accounting practices. The capital amounts and classifications are also subject to qualitative
judgments by the regulators about components, risk weightings and other factors. Upon consummation of the merger,
the combined company will be subject to these same regulatory capital requirements.

Regardless of how few SPAH public stockholders may elect to convert their shares into a pro rata portion of the trust
account, there is no certainty that the combined company or Frontier Bank will have sufficient capital to satisfy
various regulatory capital requirements administered by federal and state banking agencies or to return to profitability.

SPAH�s existing stockholders will incur immediate dilution of their ownership and voting interests upon
completion of the merger.

SPAH�s existing stockholders� ownership would be diluted from 100% to as little 94.5% or as much as 96.1% after the
merger, based on the number of shares of SPAH and Frontier issued and outstanding as of the date of the merger
agreement and after reflecting the co-investment. This dilution may adversely affect the then-prevailing market price
for SPAH�s common stock. The percentage of SPAH�s common stock (whether voting or non-voting) that existing
SPAH stockholders will own after the merger and the co-investment is completed will depend on whether (i) Frontier
shareholders exercise dissenters� rights, (ii) SPAH public stockholder exercise conversion rights, and (iii) any of
SPAH�s 66,624,000 warrants are exercised (after reflecting the co-investment and merger).

In addition to the foregoing, the percentage of SPAH�s voting common stock that existing SPAH stockholders will
own after the merger and co-investment will depend on whether (i) any SPAH stockholder converts its voting
common stock into Non-Voting Common Stock, and (ii) any SPAH warrantholder elects to receive shares of
Non-Voting Common Stock in lieu of voting common stock upon exercise of their warrants. SP Acq LLC and the
Steel Trust have agreed to receive Non-Voting Common Stock as necessary in order to maintain an ownership level of
voting common stock below 5% of the total outstanding shares of voting. As a result, SPAH stockholders will hold
from 94.3% to 95.3% of SPAH�s voting interests depending on whether any Frontier shareholder exercises dissenters�
rights, any of SPAH�s warrants are exercised and whether any SPAH public stockholders exercise their conversion
rights. As a result, existing SPAH stockholders� voting interests may be further increased or decreased accordingly in
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total outstanding shares of voting common stock.

Also, after the merger, SPAH may issue additional shares of common or preferred stock, including through
convertible debt securities, in subsequent public offerings or private placements to acquire new assets or for other
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purposes. SPAH is not required to offer any such shares to existing stockholders on a preemptive basis. Therefore, it
may not be possible for existing SPAH stockholders to participate in such future share issuances, which may dilute the
existing stockholders� interests in SPAH. Moreover, the merger agreement contains certain agreements of the parties
with respect to various employee matters, including an agreement by SPAH to adopt stock option or other equity plans
for officers and employees of Frontier as the SPAH Board of the combined company deems appropriate.

For a table outlining the effect of the various scenarios on the percentage of SPAH�s common stock and voting
interests that existing SPAH stockholders will own after the merger with Frontier is completed, see �The Merger and
the Merger Agreement � Stock Ownership of Existing SPAH and Frontier Stockholders After the Merger.�

A substantial number of SPAH�s shares and warrants will be issued in the merger and will be eligible for future
resale in the public market after the merger, which could have an adverse effect on the market price of those shares
and warrant.

If the merger is consummated, up to 2,512,000 shares of SPAH common stock will be issued to the former
shareholders of Frontier common stock and 3,000,000 shares will be issued to the Steel Trust in the co-investment. In
addition, outstanding warrants to purchase an aggregate of 66,624,000 shares of SPAH common stock (after adjusting
for the granting of 2,512,000 warrants to Frontier shareholders in connection with the merger and 3,000,000 warrants
in connection with the co-investment) will be exercisable at $11.50 per share on the date of the completion of the
merger (if the warrant amendment proposal is approved by SPAH warrantholders as described elsewhere in this joint
proxy statement/prospectus) and the initial founder�s warrants to purchase an additional 10,322,400 shares and the
co-investment warrants to purchase an additional 3,000,000 shares will be exercisable following a one year lock-up
period, all as described under �Description of Securities of SPAH.� Thus, if the merger is consummated, SPAH will
have approximately 50,170,588 shares of common stock outstanding (after adjusting for the co-investment and the
forfeiture of the 9,453,412 shares by SP Acq LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker) and
outstanding warrants to purchase 66,624,000 shares of common stock (after adjusting for the co-investment) will be
exercisable. This number of shares of SPAH common stock was determined by adding the product of the exchange
ratio of 0.0530 and 47,385,007, which is the maximum number of shares of Frontier common stock that may be
outstanding prior to the effective time of the merger (including 253,154 shares of restricted stock which will vest upon
consummation of the merger), to 54,112,000 and 3,000,000, the number of shares of SPAH common stock
outstanding on SPAH�s record date and the number of shares that will be issued to the Steel Trust in the co-investment,
respectively, minus the forfeiture of 9,453,412 founder�s shares by SP Acq LLC and Messrs. Bergamo, LaBow,
Lorber, Toboroff and Walker immediately following the consummation of the merger. The number of warrants was
determined by adding the product of the exchange ratio of 0.0530 and 47,385,007, which is the maximum number of
shares of Frontier common stock that may be outstanding prior to the effective time of the merger (including
253,154 shares of restricted stock which will vest upon consummation of the merger), to 61,112,000 and 3,000,000,
the number of warrants outstanding on SPAH�s record date and the number of warrants that will be issued to the Steel
Trust in the co-investment, respectively. Consequently, after completion of the merger, a substantial number of
additional shares of SPAH common stock will be eligible for resale in the public market and a substantial number of
warrants will be exercisable into shares of common stock which may be ultimately resold in the public market. As
long as warrants remain outstanding, there will be a drag on any increase in the price of SPAH�s common stock in
excess of $11.50 per share. To the extent such warrants are exercised, additional shares of SPAH common stock will
be issued, which would dilute the ownership of existing stockholders. Sales of substantial numbers of such shares in
the public market could adversely affect the market price of such shares and of the warrants.

If the New Class Proposal and warrant amendment proposal are approved by SPAH stockholders and
warrantholders, respectively, stockholders of voting common stock and warrantholders who wish to exercise their
warrants for voting common stock may become subject to regulation as a bank holding company or be required to
receive Non-Voting Common Stock.
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stock and warrantholders who wish to exercise their warrants for 10% (minus one share) or more of voting common
stock may be subject to regulation as a bank holding company under the BHC Act or be required to receive
Non-Voting Common Stock. Under the BHC Act, a company that directly or indirectly owns, controls or has the
power to vote 25% or more of a class of voting stock of a bank or a bank holding company is a bank holding company
for purposes of the BHC Act and is subject to regulation as a bank holding company as described in the section
entitled �Regulation and Supervision � Federal Bank Holding Company Regulation.� In addition, a company that directly
or indirectly owns, controls or has the power to vote 10% or more, but less than 25%, of a class of voting stock of a
bank or a bank holding company may be presumed to control the bank and/or bank holding company. If the
presumption of control is not rebutted, the company is subject to the regulation as a bank holding company as
described in the section entitled �Regulation and Supervision � Federal Bank Holding Company Regulation.� The
presumption of control may be rebutted by entering into a passivity agreement with the Federal Reserve, which
contains specific terms to limit the ability to control the management and policies of the bank and/or bank holding
company. A company that owns, controls or has the power to vote 10% or more, but less than 25%, of a class of
voting stock of a bank or a bank holding company and that enters into a passivity agreement generally is not subject to
regulation as a bank holding company. A company that directly or indirectly owns, controls or has the power to vote
less than 10% of any class of voting stock of a bank or a bank holding company generally is not subject to regulation
as a bank holding company. Since SPAH�s initial public offering prospectus did not disclose that SPAH would seek
approval of the New Class Proposal or warrant amendment proposal to provide for the issuance of Non-Voting
Common Stock, each SPAH stockholder or warrantholder at the time of the merger that purchased shares or warrants
in, or subsequent to, SPAH�s initial public offering up to and until the record date, may have securities law claims
against SPAH for rescission or damages. See �The Merger and the Merger Agreement � Rescission Rights� for additional
information.

A stockholder may make a securities law claim against SPAH for taking actions inconsistent with its initial public
offering prospectus.

Stockholders who purchased shares in SPAH�s initial public offering or afterwards up to and until the record date, may
have securities law claims against SPAH for rescission (under which a successful claimant has the right to receive the
total amount paid for his or her securities pursuant to an allegedly deficient prospectus, plus interest and less any
income earned on the securities, in exchange for surrender of the securities) or damages (compensation for loss on an
investment caused by alleged material misrepresentations or omissions in the sale of a security) on the basis of, for
example, SPAH�s initial public offering prospectus not disclosing that (i) SPAH may seek to amend the SPAH
Certificate of Incorporation prior to the consummation of a business combination to amend the definition of �initial
business combination� to eliminate the requirement that the fair market value of the target business equal at least 80%
of the balance of SPAH�s trust account (excluding underwriting discounts and commissions) plus the proceeds of the
co-investment, (ii) SPAH may seek to amend the SPAH Certificate of Incorporation prior to the consummation of a
business combination to provide that holders of no more than 10% of the shares (minus one share) sold in SPAH�s
initial public offering vote against the merger and exercise their conversion rights when the threshold in the current
form of the SPAH Certificate of Incorporation requires no more than 30% (minus one share), (iii) SPAH may seek to
amend the Warrant Agreement upon consummation of the merger to eliminate the requirement that the initial founder�s
warrants owned by certain SPAH insiders become exercisable only after the consummation of an initial business
combination if and when the last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days
within a 30 trading day period beginning 90 days after such business combination, (iv) that SPAH may seek to amend
the terms of the Warrant Agreement to increase the exercise price and extend the exercise period, among other things,
upon consummation of the merger, and (v) that a party other than SP II or SP Acq LLC may purchase the
co-investment units.

Such claims may entitle stockholders asserting them to up to $10.00 per share, based on the initial offering price of the
units sold in SPAH�s initial public offering, each comprised of one share of common stock and a warrant to purchase
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warrants purchased as part of the units, plus interest from the date of SPAH�s initial public offering. In the case of
SPAH public stockholders, this amount may be more than the pro rata share of the trust account to which they are
entitled upon exercise of their conversion rights or liquidation of SPAH.
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The proposed amendments to the Warrant Agreement may be deemed to constitute the issuance of new warrants.

The proposed amendments to the Warrant Agreement may be deemed to constitute a material change in the rights of
warrantholders and may be deemed to be the functional equivalent to the issuance of new warrants under Rule 145 of
the Securities Act, which would require the registration of the amended warrants. Although SPAH does not believe
the proposed amendments will result in a material change in the rights of warrantholders�, no assurance can be given
that the SEC will not take action against SPAH for failing to register the amended warrants. In addition, stockholders
and/or warrantholders who purchased shares and/or warrants in SPAH�s initial public offering or afterwards up to and
until the record date, may have securities law claims against SPAH for rescission (under which a successful claimant
has the right to receive the total amount paid for his or her securities pursuant to an allegedly deficient prospectus,
plus interest and less any income earned on the securities, in exchange for surrender of the securities) or damages
(compensation for loss on an investment caused by alleged material misrepresentations or omissions in the sale of a
security) on the basis of, for example, SPAH�s initial public offering prospectus not disclosing that SPAH may seek to
amend certain terms of the Warrant Agreement, including to increase the exercise price and amend the exercise period
of the warrants, among other things.

The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s outstanding
shares of common stock, which could be upheld by a court under Delaware law.

The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s outstanding
shares of common stock. SPAH believes, and has received an opinion from its special Delaware counsel that while the
matter has not been settled as a matter of Delaware law and, accordingly, is not entirely free from doubt, the Initial
Charter Amendments, if duly approved by a majority of the shares of SPAH�s outstanding common stock entitled to
vote at the special meeting, will be valid under Delaware law. However, no assurance can be given that a court will
not uphold the provision of the law which would require unanimous consent to adopt the Initial Charter Amendments.

In addition, because the SPAH Certificate of Incorporation in its current form requires unanimous consent to approve
the Initial Charter Amendments, if the Initial Charter Amendments are approved with less than unanimous consent
and the merger is approved and consummated thereafter, each SPAH public stockholder at the time of the merger who
purchased his or her shares in the initial public offering or afterwards up to and until the record date, may have
securities law claims against SPAH for rescission (under which a successful claimant has the right to receive the total
amount paid for his or her securities pursuant to an allegedly deficient prospectus, plus interest and less any income
earned on the securities, in exchange for surrender of the securities) or damages (compensation for loss on an
investment caused by alleged material misrepresentations or omissions in the sale of a security). Such claims may
entitle stockholders asserting them to up to $10.00 per share, based on the initial offering price of the units sold in
SPAH�s initial public offering, each comprised of one share of common stock and a warrant to purchase an additional
share of common stock, less any amount received from the sale or fair market value of the original warrants purchased
as part of the units, plus interest from the date of SPAH�s initial public offering. In the case of SPAH public
stockholders, this amount may be more than the pro rata share of the trust account to which they are entitled upon
exercise of their conversion rights or liquidation of SPAH. Neither SPAH nor Frontier can predict whether
stockholders will bring such claims or whether such claims would be successful.

Concentration of ownership of SPAH common stock after the merger could delay or prevent a change of control.

Following the consummation of the merger, the SPAH insiders will beneficially own approximately 4,368,988 shares
of SPAH common stock (after giving effect to the forfeiture of 9,453,412 founder�s shares by SP Acq LLC and
Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker and the co-investment) and will have, through the exercise of
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under certain circumstances. As a result, these stockholders, if acting together, have the ability to significantly
influence the outcome of corporate actions requiring stockholder approval. The
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concentration of ownership among the SPAH insiders may have the effect of delaying or preventing a change in
control in SPAH following the merger even if such a change in control would be in the SPAH public stockholders�
interest.

Completion of the merger is subject to a number of conditions.

The obligations of SPAH and Frontier to consummate the merger are subject to the satisfaction or waiver of specified
conditions set forth in the merger agreement. Such conditions include, but are not limited to, the adoption of the Initial
Charter Amendment, the adoption of the merger agreement by SPAH and Frontier stockholders, the adoption of the
warrant amendment proposal by SPAH warrantholders, the approval of SPAH�s application to become a bank holding
company, and receipt of all required regulatory approvals, including the approval of the Federal Reserve and
Washington DFI. It is possible some or all of these conditions will not be satisfied or waived by SPAH or Frontier, as
the case may be, and therefore, the merger may not be consummated. See �The Merger and the Merger Agreement � The
Merger Agreement � Conditions to the Closing of the Merger.� In the event the merger is not consummated, SPAH will
seek to effectuate an alternative business combination. However, if SPAH does not complete a business combination
by October 10, 2009, it will be forced to liquidate and dissolve.

The fairness opinion obtained by Frontier from Keefe Bruyette will not reflect changes in circumstances prior to
the completion of the merger.

Frontier obtained a fairness opinion dated as of July 29, 2009, from Keefe Bruyette in connection with the merger.

Frontier will not obtain an additional or updated fairness opinion prior to completion of the merger. Changes in the
operations and prospects of SPAH or Frontier, general market and economic conditions and other factors that may be
beyond the control of SPAH and Frontier, on which the fairness opinion was based, may alter the value of SPAH or
Frontier or the price of shares of SPAH common stock or Frontier common stock by the time the merger is completed.
The fairness opinion by Keefe Bruyette does not speak to any date other than the date of such opinion, and as such,
the opinion will not address the fairness of the merger consideration, from a financial point of view, at any date after
the date of such opinion, including at the time the merger is completed. For a description of the opinion that Frontier
received from Keefe Bruyette, please see �The Merger and the Merger Agreement � Opinion of Keefe Bruyette.�

SPAH�s common stock or warrant price could fluctuate and could cause stockholders and warrantholders to lose
a significant part of their investment.

Following consummation of the merger, the market price of SPAH�s securities may be influenced by many factors,
some of which are beyond its control, including those described in other parts of this section and the following:

� fluctuations in its quarterly financial results or the quarterly financial results of companies perceived to be
similar to it;

� whether and when the FDIC Order and FRB Written Agreement are ultimately dismissed;

� general economic conditions;

� changes in market valuations of similar companies;

� terrorist acts;

� changes in its capital structure, such as future issuances of securities or the incurrence of additional debt;
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� regulatory and legislative developments in the United States, foreign countries or both;

� litigation involving SPAH, its subsidiaries or its general industry; and

� additions or departures of key personnel at Frontier.
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If the merger�s benefits do not meet the expectations of financial or industry analysts, the market price of SPAH
common stock may decline.

The market price of SPAH common stock may decline as a result of the merger if:

� SPAH does not achieve the perceived benefits of the merger as rapidly, or to the extent anticipated by,
financial or industry analysts; or

� the effect of the merger on SPAH�s financial results is not consistent with the expectations of financial or
industry analysts.

Accordingly, investors may experience a loss as a result of a decline in the market price of SPAH common stock
following the merger. A decline in the market price of SPAH common stock also could adversely affect its ability to
issue additional securities and its ability to obtain additional financing in the future.

Approval of the warrant amendment proposal may negatively affect existing SPAH stockholders and SPAH
warrantholders.

If the SPAH warrantholders approve the warrant amendment proposal, the exercise price of the warrants will increase
from $7.50 per share to $11.50 per share of common stock, which at the increased price will exceed the current and
recent market prices of SPAH�s common stock. If the market price of SPAH�s common stock does not exceed the
exercise price of the warrants during the period in which the warrants are exercisable, the warrants may not have any
value. By increasing the warrant exercise price to $11.50 per share, it will be more difficult for SPAH warrantholders
to exercise the SPAH warrants.

The warrant amendment proposal also eliminates the requirement that the initial founder�s warrants owned by the
SPAH insiders become exercisable only after the consummation of an initial business combination if and when the
last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a 30 trading day
period beginning 90 days after such business combination. The elimination of the restrictions on exercisability will
make it easier for SPAH insiders to exercise their insider warrants, which could result in the interests of our
stockholders being diluted, notwithstanding the higher warrant exercise price discussed above.

Certain current directors and executive officers of SPAH own shares of SPAH common stock and warrants that
will be worthless if the merger is not approved. Such interests may have influenced their decision to approve the
merger with SPAH.

Following the consummation of the merger, the current directors and executive officers of SPAH will beneficially
own approximately 4,368,988 shares of SPAH common stock (after giving effect to the forfeiture of 9,453,412
founder�s shares by SP Acq LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker) and have the right to
acquire an additional 20,822,400 shares through the exercise of warrants (after giving effect to the co-investment),
subject to certain limitations. Such persons are not entitled to receive any of the cash proceeds that may be distributed
upon SPAH�s liquidation with respect to shares they acquired prior to its initial public offering. Therefore, if the
merger is not approved and SPAH does not consummate another business combination by October 10, 2009 and is
forced to liquidate, such founder�s shares, initial founder�s warrants and additional founder�s warrants held by such
persons will be worthless. As of September 17, 2009, the record date for the special meeting, SPAH�s current directors
and executive officers beneficially held $106,167,744 in common stock (based on a market price of $9.81) and
$6,772,512 in warrants (based on a market price of $0.38). These financial interests of SPAH�s current directors and
executive officers may have influenced their decision to approve the merger and to continue to pursue the merger. See
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�The Merger and the Merger Agreement � Interests of SPAH�s Directors and Officers and Others in the Merger.�

The exercise of SPAH�s directors� and officers� discretion in agreeing to changes or waivers in the terms of the
merger may result in a conflict of interest when determining whether such changes to the terms of the merger or
waivers of conditions are appropriate and in SPAH�s stockholders� best interest.

In the period leading up to the closing of the merger, events may occur that, pursuant to the merger agreement, would
cause SPAH to agree to amend the merger agreement, to consent to certain actions taken by Frontier or to
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waive rights that SPAH is entitled to under the merger agreement. Such events could arise because of a request by
Frontier to undertake actions that would otherwise be prohibited by the terms of the merger agreement or the
occurrence of other events that would have a material adverse effect on Frontier�s business and would entitle SPAH to
terminate the merger agreement. In any of such circumstances, it would be discretionary on SPAH, acting through its
board of directors, to grant its consent or waive its rights. The existence of the financial and personal interests of the
directors described in the preceding risk factor may result in a conflict of interest on the part of one or more of the
directors between what he may believe is best for SPAH and what he may believe is best for himself in determining
whether or not to take the requested action. As of the date of this joint proxy statement/prospectus, SPAH does not
believe there will be any changes or waivers that its directors and officers would be likely to make after stockholder
approval of the merger proposal has been obtained. Although certain changes could be made without further
stockholder approval, to the extent that SPAH has determined that a change to a term to the transaction may have a
material effect on stockholders, SPAH will circulate a new or amended joint proxy statement/prospectus and resolicit
its stockholders prior to the stockholder vote on the merger proposal.

SPAH officers� and directors� and others� interests in obtaining reimbursement for any out-of-pocket expenses
incurred by them may have led to a conflict of interest in determining whether the merger was an appropriate
initial business combination and in the public stockholders� best interest.

Unless SPAH consummates the merger or another initial business combination, its officers and directors and affiliates
of SP Acq LLC and their employees will not receive reimbursement for any out-of-pocket expenses incurred by them
to the extent that such expenses exceed the amount of available proceeds not deposited in the trust account and the
amount of interest income from the trust account up to a maximum of $3.5 million that may be released to SPAH as
working capital. As of September 17, 2009, the estimated out-of-pocket expenses incurred by SPAH�s officers and
directors and affiliates of SP Acq LLC and their employees is minimal. While SPAH has not finalized how much fees
and expenses it will incur relating to the investigation, structuring and negotiating the transaction, it is unlikely that
such fees and expenses would exceed cash and cash equivalents on hand, which was approximately $1.59 million, as
of June 30, 2009, in which event if a transaction is not consummated, SPAH believes it will be able to negotiate with
its third party vendors to ensure that the amount of such fees and expenses will ultimately not exceed its cash and cash
equivalents. These amounts are based on management�s estimates of the funds needed to finance SPAH�s operations
until the consummation of the merger or another initial business combination and to pay expenses in identifying and
consummating such transaction. Those estimates may prove to be inaccurate, especially if a portion of the available
proceeds is used to make a down payment in connection with an initial business combination or pay exclusivity or
similar fees or if SPAH expends a significant portion in pursuit of the merger or another initial business combination
that is not consummated. SPAH�s officers and directors may, as part of any business combination, negotiate the
repayment of some or all of any such expenses. If the target business�s owners do not agree to such repayment, this
could cause management to view such potential business combination unfavorably, thereby resulting in a conflict of
interest. The financial interest of SPAH officers and directors and SP Acq LLC could influence SPAH�s officers� and
directors� motivation in selecting a target business and therefore there may be a conflict of interest when determining
whether a particular business combination is in SPAH stockholders� best interest. In addition, the proceeds SPAH will
receive from the co-investment (as well as the proceeds of the initial public offering not being placed in the trust
account or the income interest earned on the trust account balance) may be used to repay the expenses for which
SPAH�s directors may negotiate repayment as part of its initial business combination.

If SPAH�s due diligence investigation of Frontier regarding the merger fails to identify issues specific to Frontier
or the environment in which Frontier operates, SPAH may be required to take write downs or write-offs,
restructuring, and impairment or other charges that could have a significant negative effect on its financial
condition, results of operations and stock price, which could cause SPAH stockholders to lose some or all of their
investment.
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In order to meet disclosure and financial reporting obligations under the federal securities laws, and in order to
develop and seek to execute strategic plans for how SPAH can increase the profitability of Frontier or capitalize on
market opportunities, SPAH was required to conduct a due diligence investigation of Frontier. As part of its due
diligence, SPAH management attended several weekly special assets group meetings of Frontier, a group consisting
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of 37 managers and employees of Frontier which focuses on reducing Frontier�s nonperforming assets. SPAH
management also reviewed Frontier�s largest performing and nonperforming loans and spoke with Frontier�s loan
officers. SPAH management also met with third party loan reviewers as they performed a loan by loan analysis of
Frontier�s loan portfolio. In addition, in July 2009, in anticipation of a possible transaction, Frontier hired a third party
loan specialist to perform due diligence procedures on Frontier Bank�s loan portfolio, including a review of loan
documents, files, appraisals, balances, payment history and other loan data of a relevant sample of loans selected from
a pool of approximately $2.4 billion of approximately 10,206 commercial real estate, land development, commercial
and industrial, construction, residential first lien, residential second lien, home equity, letters of credit and consumer
loans selected from Frontier Bank�s $3.6 billion loan portfolio. SPAH management participated in group meetings with
the loan specialist, but ultimately performed and relied upon its own due diligence (which included the due diligence
procedures described above) of Frontier�s loan portfolio, allowance for loan losses, loan charge-offs and loan
recoveries, in determining to proceed with a transaction with Frontier. In order to determine the fair value of Frontier�s
loan portfolio, including the adjustments made to determine the fair value of the loan portfolio for purposes of
preparing the pro forma financial statements set forth elsewhere in this joint proxy statement/prospectus, SPAH relied
upon the fair value analysis prepared by RP Financial, LC, which provided SPAH with the preliminary fair valuation
adjustments for recording the acquisition of Frontier pursuant to SFAS No. 141-R. To that end, the preliminary
valuation calculated the fair value adjustments for the acquired portfolios of loans, investment securities, deposits, and
borrowed funds and calculated the core deposit value.

While SPAH believes it has conducted a sufficient due diligence on Frontier�s operations, no assurance can be made
that this diligence has uncovered all material issues relating to Frontier, or that factors outside of Frontier�s business
and outside of SPAH�s control will not later arise. If SPAH�s diligence fails to identify issues specific to Frontier or the
environment in which Frontier operates, SPAH may be forced to write-down or write-off assets, restructure its
operations, or incur impairment or other charges that could result in reporting losses. Even though these charges may
be non-cash items and not have an immediate impact on liquidity, the fact that SPAH reports charges of this nature
could contribute to negative market perceptions about SPAH and/or its common stock. In addition, charges of this
nature may cause SPAH to violate net worth or other covenants to which it may be subject as a result of assuming
pre-existing debt held by Frontier or by virtue of obtaining post-combination debt financing.

The SPAH Board did not obtain a fairness opinion or independent valuation analysis of Frontier, or that the
consideration being paid to Frontier was fair to the stockholders of SPAH in determining whether or not to
proceed with the merger and, as a result, the terms may not be fair from a financial point of view to SPAH�s public
stockholders and you may not receive the value of your investment.

The SPAH Board conducted due diligence on Frontier�s proposed business model and investment strategy but did not
obtain an opinion from an investment banking firm as to the fair market value of Frontier or that the terms of the
merger are fair to the stockholders of SPAH. The SPAH Board believes that because of the financial skills and
background of its directors, it was qualified to conclude that the merger was fair from a financial perspective to its
stockholders. An independent analysis may not arrive at the same conclusion and the SPAH Board may be incorrect in
its assessment of the transaction. It is possible that the actual value of Frontier�s business is lower than SPAH could
realize on a sale of the combined company or its assets. While the SPAH Board feels that its assessment was
reasonable, you may not realize the value of your investment. See the section entitled �The Merger and the Merger
Agreement � Interests of SPAH�s Directors and Officers and Others in the Merger.�

If the merger is completed, a large portion of the funds in the trust account established by SPAH in connection
with its initial public offering for the benefit of the SPAH public stockholders may be used to pay converting
stockholders. As a consequence, if the merger is completed, the number of beneficial holders of SPAH�s securities
may be reduced to a number that may preclude the quotation, trading or listing of SPAH�s securities other than on
an Over-the-Counter Bulletin Board.
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demand that SPAH convert their shares into a pro rata share of the trust account. As a consequence of such purchases,
the number of beneficial holders of SPAH�s securities may be reduced, which may make it difficult to
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maintain the quotation, listing or trading of SPAH�s securities on the NYSE AMEX LLC or any other national
securities exchange.

Risks Related To SPAH

SPAH may not be able to consummate the merger or another initial business combination, in which case it would
be forced to dissolve and liquidate.

If SPAH fails to consummate a business combination prior to October 10, 2009, SPAH will be forced to dissolve and
liquidate. SPAH may not be able to consummate the merger or find another suitable target business within the
required time frame. In addition, its negotiating position and ability to conduct adequate due diligence on Frontier or
another potential target business may be reduced as SPAH approaches the deadline for the consummation of an initial
business combination. Upon liquidation and dissolution, SPAH stockholders would receive less than $10.00 per share,
the initial public offering purchase price, because of the expenses of the initial public offering, funds reserved to pay
creditors or potential creditors, general and administrative expenses and the costs of seeking an initial business
combination.

SPAH expects that all costs and expenses associated with implementing a plan of distribution, as well as payments to
any creditors, will be funded from amounts remaining out of the $100,000 of proceeds held outside the trust account
and from the $3.5 million in interest income on the balance of the trust account that was released to SPAH to fund
working capital requirements. However, if those funds are not sufficient to cover the costs and expenses associated
with implementing a plan of distribution, to the extent that there is any interest accrued in the trust account not
required to pay income taxes on interest income earned on the trust account balance, SPAH may request that the
trustee release to it an additional amount of up to $75,000 of such accrued interest to pay those costs and expenses.

If SPAH is unable to effect a business combination and is forced to liquidate, its warrants will expire worthless.

If SPAH does not complete the merger or another business combination by October 10, 2009, the SPAH Certificate of
Incorporation provides that its corporate existence will automatically terminate and it will distribute to all holders of
its public shares, in proportion to the number of public shares held by them, an aggregate sum equal to the amount in
the trust fund, inclusive of any interest plus any other net assets not used for or reserved to pay obligations and claims
or such other corporate expenses relating to or arising from SPAH�s plan of dissolution and distribution, including
costs of dissolving and liquidating SPAH. In such event, there will be no distribution with respect to SPAH�s
outstanding warrants. Accordingly, the warrants will expire worthless.

If SPAH liquidates, SPAH�s stockholders may be held liable for claims by third parties against SPAH to the extent
of distributions received by them.

The SPAH Certificate of Incorporation provides that SPAH will continue in existence only until October 10, 2009. If
SPAH consummates the merger or another business combination prior to that date, it will seek to amend this provision
to permit its continued existence. If SPAH has not completed the merger or other business combination by that date,
SPAH�s corporate existence will cease except for the purposes of winding up its affairs and liquidating pursuant to
Section 278 of the DGCL. In this event, SPAH will automatically dissolve and as promptly as practicable thereafter
adopt a plan of distribution in accordance with Section 281(b) of the DGCL, which requires SPAH to pay or make
reasonable provision for all then-existing claims and obligations, including all contingent, conditional, or unmatured
contractual claims known to SPAH, and to make such provision as will be reasonably likely to be sufficient to provide
compensation for any then-pending claims and for claims that have not been made known or that have not arisen but
that, based on facts known at the time, are likely to arise or to become known to SPAH within 10 years after the date
of dissolution. Under Section 281(b), the plan of distribution must provide for all of such claims to be paid in full or
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SP Acq LLC and Mr. Lichtenstein have agreed that they will be liable to SPAH if and to the extent claims by third
parties reduce the amounts in the trust account available for payment to its stockholders in the event of a liquidation
and the claims are made by a vendor for services rendered, or products sold, to SPAH, or by a prospective target
business. To the extent that SP Acq LLC and Mr. Lichtenstein refuse to indemnify SPAH for a claim it believes
should be indemnified, SPAH�s officers and directors by virtue of their fiduciary obligation will be obligated to bring a
claim against SP Acq LLC and Mr. Lichtenstein to enforce such indemnification. SPAH currently believes that SP
Acq LLC and Mr. Lichtenstein are capable of funding their indemnity obligations, even though SPAH has not asked
them to reserve for such an eventuality. SP Acq LLC and Mr. Lichtenstein may not be able to satisfy those
obligations. Under Delaware law, creditors of a corporation have a superior right to stockholders in the distribution of
assets upon liquidation. Consequently, if the trust account is liquidated and paid out to SPAH public stockholders
prior to satisfaction of the claims of all of SPAH creditors, it is possible that SPAH stockholders may be held liable
for third parties� claims against it to the extent of the distributions received by them. Accordingly, pursuant to
Section 280-282 of the DGCL, third parties may not seek to recover from SPAH�s stockholders amounts owed to them
by SPAH.

However, if the corporation complies with certain procedures intended to ensure that it makes reasonable provision for
all claims against it, the liability of stockholders with respect to any claim against the corporation is limited to the
lesser of such stockholder�s pro rata share of the claim or the amount distributed to the stockholder. In addition, if the
corporation undertakes additional specified procedures, including a 60-day notice period during which any third-party
claims can be brought against the corporation, a 90-day period during which the corporation may reject any claims
brought, and an additional 150-day waiting period before any liquidation distributions are made to stockholders, any
liability of stockholders would be barred with respect to any claim on which an action, suit or proceeding is not
brought by the third anniversary of the dissolution (or such longer period directed by the Delaware Court of
Chancery). While SPAH intends to adopt a plan of distribution making reasonable provision for claims against the
company in compliance with the DGCL, it does not intend to comply with these additional procedures, as it instead
intends to distribute the balance in the trust account to the SPAH public stockholders as promptly as practicable
following termination of its corporate existence. Accordingly, any liability stockholders may have could extend
beyond the third anniversary of a dissolution. SPAH cannot make assurances that any reserves for claims and
liabilities that it believes to be reasonably adequate when it adopts a plan of dissolution and distribution will suffice. If
such reserves are insufficient, stockholders who receive liquidation distributions may subsequently be held liable for
claims by creditors of SPAH to the extent of such distributions.

Furthermore, because SPAH intends to distribute the proceeds held in the trust account to the SPAH public
stockholders promptly after October 10, 2009 if it has not completed a business combination by such date, this may be
viewed or interpreted as giving preference to SPAH�s public stockholders over any potential creditors with respect to
access to or distributions from SPAH�s assets. The SPAH Board may be viewed as having breached their fiduciary
duties to SPAH�s creditors and/or having acted in bad faith, thereby exposing itself and SPAH to claims of punitive
damages, by paying SPAH public stockholders from the trust account prior to addressing the claims of creditors.
There can be no assurance that claims will not be brought against SPAH for these reasons.

If third parties bring claims against SPAH, or if SPAH goes bankrupt, the proceeds held in trust could be reduced
and the per-share liquidation price received by SPAH stockholders will be less than approximately $9.85 per share.

SPAH�s placing of funds in the trust account may not protect those funds from adverse third-party claims. Although
SPAH has and will seek to have all third parties (including any vendors or other entities engaged) and any prospective
target businesses enter into valid and enforceable agreements with it waiving any right, title, interest or claim of any
kind in or to any monies held in the trust account, there is no guarantee that they will execute such agreements. It is
possible that such waiver agreements would be held unenforceable and there is no guarantee that the third parties
would not otherwise challenge the agreements and later bring claims against the trust account for monies owed to
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liquidation price could be less than approximately $9.85, the conversion price based upon restricted amounts held in
trust at June 30, 2009.

SP Acq LLC and Mr. Lichtenstein have agreed that they will be liable to the company if and to the extent claims by
third parties reduce the amounts in the trust account available for payment to stockholders in the event of a liquidation
and the claims are made by a vendor for services rendered, or products sold, to SPAH or by a prospective business
target. However, the agreement entered into by SP Acq LLC and Mr. Lichtenstein specifically provides for two
exceptions to the indemnity given: there will be no liability (1) as to any claimed amounts owed to a third party who
executed a legally enforceable waiver, or (2) as to any claims under SPAH�s indemnity of the underwriters of the
initial public offering against certain liabilities, including liabilities under the Securities Act. Furthermore, there could
be claims from parties other than vendors, third parties with which SPAH entered into a contractual relationship or
target businesses that would not be covered by the indemnity from SP Acq LLC and Mr. Lichtenstein, such as
shareholders and other claimants who are not parties in contract with SPAH who file a claim for damages against
SPAH. To the extent that SP Acq LLC and Mr. Lichtenstein refuse to indemnify SPAH for a claim it believes should
be indemnified, SPAH�s officers and directors by virtue of their fiduciary obligations will be obligated to bring a claim
against SP Acq LLC and Mr. Lichtenstein to enforce such indemnification. Based on representations as to its status as
an accredited investor (as such term is defined in Regulation D under the Securities Act), SPAH currently believes
that SP Acq LLC and Mr. Lichtenstein are capable of funding their indemnity obligations, even though SPAH has not
asked them to reserve for such an eventuality. SP Acq LLC and Mr. Lichtenstein may not be able to satisfy those
obligations.

Additionally, if SPAH is forced to file a bankruptcy case or an involuntary bankruptcy case is filed against it that is
not dismissed, the proceeds held in the trust account could be subject to applicable bankruptcy law, and may be
included in its bankruptcy estate and subject to the claims of third parties with priority over the claims of stockholders.
To the extent any bankruptcy claims deplete the trust account, SPAH cannot make assurances that it will be able to
return at least approximately $9.85 per share to the public stockholders. In addition, any distributions received by
SPAH public stockholders could be viewed under applicable debtor/creditor and/or bankruptcy laws as either a
�preferential transfer� or a �fraudulent conveyance.� As a result, a bankruptcy court could seek to recover all amounts
received by SPAH�s stockholders.

An effective registration statement must be in place in order for a warrantholder to be able to exercise the
warrants.

No warrants will be exercisable and SPAH will not be obligated to issue shares of common stock upon exercise of
warrants by a warrantholder unless, at the time of such exercise, SPAH has an effective registration statement under
the Securities Act covering the shares of common stock issuable upon exercise of the warrants and a current
prospectus relating to them is available. Although SPAH has undertaken in the Warrant Agreement, and therefore has
a contractual obligation, to use its best efforts to have an effective registration statement covering shares of common
stock issuable upon exercise of the warrants from the date the warrants become exercisable and to maintain a current
prospectus relating to that common stock until the warrants expire or are redeemed, and SPAH intends to comply with
its undertaking, it cannot make assurances that it will be able to do so. SPAH�s initial founder�s warrants are identical to
the warrants sold in the initial public offering except that (i) they only become exercisable after consummation of an
initial business combination if and when the last sales price of SPAH common stock exceeds $14.25 per share for any
20 trading days within a 30 trading day period beginning 90 days after such business combination and (ii) they are
non-redeemable. If warrantholders approve the warrant amendment proposal at the special meeting of warrantholders,
SPAH will eliminate this minimum price requirement to exercise the initial founder�s warrants. SPAH�s additional
founder�s warrants are identical to the warrants sold in the initial public offering except that they are non-redeemable.
SPAH�s co-investment warrants will be identical to the warrants sold in the initial public offering except that they will
be non-redeemable. Warrantholders may not be able to exercise their warrants, the market for the warrants may be
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unit purchase price for the common stock contained in the unit as the warrant will be worthless.
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An investor will only be able to exercise a warrant if the issuance of common stock upon such exercise has been
registered or qualified or is deemed exempt under the securities laws of the state of residence of the warrantholder.

No warrants will be exercisable and SPAH will not be obligated to issue shares of common stock unless the common
stock issuable upon such exercise has been registered or qualified or deemed to be exempt under the securities laws of
the state of residence of the warrantholder. Because the exemptions from qualification in certain states for resales of
warrants and for issuances of common stock by the issuer upon exercise of a warrant may be different, a warrant may
be held by a warrantholder in a state where an exemption is not available for issuance of common stock upon an
exercise and the warrantholder will be precluded from exercise of the warrant. Nevertheless, SPAH expects that
resales of the warrants as well as issuances of common stock by SPAH upon exercise of a warrant may be made in
every state because at the time that the warrants become exercisable (following its completion of the merger or
another initial business combination) SPAH expects they will continue to be listed on the NYSE AMEX LLC or
another national securities exchange, which would provide an exemption from registration in every state, or SPAH
would register the warrants in every state (or seek another exemption from registration in such states). To the extent
an exemption is not available, SPAH will use its best efforts to register the underlying common stock in all states
where the warrantholders reside. Accordingly, SPAH believes warrantholders in every state will be able to exercise
their warrants as long as the prospectus relating to the common stock issuable upon exercise of the warrants is current.
However, SPAH cannot make assurances of this fact. As a result, the warrants may be deprived of any value, the
market for the warrants may be limited and the warrantholders may not be able to exercise their warrants and they
may expire worthless if the common stock issuable upon such exercise is not qualified or exempt from qualification in
the jurisdictions in which the warrantholders reside.

Most of SPAH�s current directors and all of its current officers will resign upon consummation of the merger or
other business combination.

SPAH�s ability to effect the merger or other business combination successfully will be largely dependent upon the
efforts of its officers and directors. However, each of the current executive officers and directors of SPAH will resign
upon consummation of the merger, other than Warren G. Lichtenstein who will continue to serve as the Chairman of
the Board, although he will resign as President and Chief Executive Officer of SPAH.

SPAH is requiring SPAH public stockholders who wish to convert their shares in connection with a proposed
business combination to comply with specific requirements for conversion that may make it more difficult for them
to exercise their conversion rights prior to the deadline for exercising their rights.

SPAH is requiring SPAH public stockholders who wish to convert their shares in connection with the merger to either
tender their certificates to SPAH�s transfer agent at any time prior to the vote taken at the special meeting of SPAH
stockholders or to deliver their shares to the transfer agent electronically using the Depository Trust Company�s
DWAC (Deposit/Withdrawal At Custodian) System. In order to obtain a physical stock certificate, a stockholder�s
broker and/or clearing broker, DTC and SPAH�s transfer agent will need to act to facilitate this request. It is SPAH�s
understanding that stockholders should generally allot at least two weeks to obtain physical certificates from the
transfer agent. However, because SPAH does not have any control over this process or over the brokers or DTC, it
may take significantly longer than two weeks to obtain a physical stock certificate. While SPAH has been advised that
it takes a short time to deliver shares through the DWAC System, SPAH cannot make assurances of this fact.
Accordingly, if it takes longer than anticipated for stockholders to deliver their shares, stockholders who wish to
convert may be unable to meet the deadline for exercising their conversion rights and thus may be unable to convert
their shares. In addition, there is a nominal cost associated with the above-referenced tendering process and the act of
certificating the shares or delivering them through the DWAC system. The transfer agent will typically charge the
tendering broker $45 and it would be up to the broker whether or not to pass this cost on to the converting holder.
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SPAH expects to rely upon access to investment professionals of certain affiliates of SP Acq LLC in completing the
merger or another initial business combination.

SPAH expects that it will depend, to a significant extent, on access to the investment professionals of certain affiliates
of SP Acq LLC and the information and deal flow generated by such investment professionals in the course of their
investment and portfolio management activities to complete the merger or other initial business combination.
Consequently, the departure of a significant number of these investment professionals could have a material adverse
effect on the ability to consummate the merger or another initial business combination.

The registration rights of the SPAH insiders may adversely affect the market price of SPAH common stock.

Pursuant to an agreement SPAH has entered into, (i) the SPAH insiders can demand that SPAH register the resale of
the founder�s units, the founder�s shares and the initial founder�s warrants, and the shares of common stock issuable
upon exercise of the initial founder�s warrants, (ii) SP Acq LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and
Walker can demand that SPAH register the additional founder�s warrants and the shares of common stock issuable
upon exercise of the additional founder�s warrants and (iii) SP II (or its permitted transferee, the Steel Trust) can
demand that SPAH register the resale of the co-investment units, the co-investment shares and the co-investment
warrants and the shares of common stock issuable upon exercise of the co-investment warrants. The registration rights
will be exercisable with respect to the founder�s units, the founder�s shares, the initial founder�s warrants and shares of
common stock issuable upon exercise of such warrants, the co-investment units, the co-investment shares and
co-investment warrants and shares of common stock issuable upon exercise of such warrants at any time commencing
three months prior to the date on which the relevant securities are no longer subject to transfer restrictions, and with
respect to the additional founder�s warrants and the underlying shares of common stock at any time after the execution
of a definitive agreement for an initial business combination, which includes the merger agreement. SPAH will bear
the cost of registering these securities. If the SPAH insiders exercise their registration rights in full, there will be an
additional 4,368,988 shares of common stock (including 3,000,000 co-investment shares and after the
9,453,412 shares subject to forfeiture) and up to 20,822,400 shares (including 3,000,000 shares issuable upon the
exercise of co-investment warrants) of common stock issuable on exercise of the warrants eligible for trading in the
public market. The registration and availability of such a significant number of securities for trading in the public
market may have an adverse effect on the market price of SPAH common stock.

The loss of Mr. Lichtenstein could adversely affect SPAH�s ability to complete the merger or another initial
business combination.

SPAH�s ability to consummate a business combination is dependent to a large degree upon Mr. Lichtenstein. SPAH
believe that its success depends on his continued service to SPAH, at least until SPAH has consummated a business
combination. Due to his ownership of SP Acq LLC and his relationship with SP II, Mr. Lichtenstein has incentives to
remain with SPAH. Nevertheless, SPAH does not have an employment agreement with him, or key-man insurance on
his life. He may choose to devote his time to other affairs, or may become unavailable for reasons beyond his control,
such as death or disability. The unexpected loss of his services for any reason could have a detrimental effect on
SPAH.

The NYSE AMEX LLC may delist SPAH�s securities, which could limit investors� ability to transact in its
securities and subject it to additional trading restrictions.

While SPAH securities are currently listed on the NYSE AMEX LLC, it cannot assure investors that its securities will
continue to be listed. Additionally, the NYSE AMEX LLC may require SPAH to file a new initial listing application
and meet its initial listing requirements, as opposed to its more lenient continued listing requirements, at the time of
the merger or other initial business combination. SPAH cannot make assurances that it will be able to meet those
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If the NYSE AMEX LLC delists its securities from trading, SPAH could face significant consequences, including:

� a limited availability for market quotations for SPAH securities;
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� reduced liquidity with respect to its securities;

� a determination that SPAH common stock is a �penny stock,� which will require brokers trading in its common
stock to adhere to more stringent rules and possibly result in a reduced level of trading activity in the secondary
trading market for the common stock;

� limited amount of news and analyst coverage for SPAH; and

� a decreased ability to issue additional securities or obtain additional financing in the future.

In addition, SPAH would no longer be subject to NYSE AMEX LLC rules, including rules requiring it to have a
certain number of independent directors and to meet other corporate governance standards.

FORWARD LOOKING STATEMENTS

This joint proxy statement/prospectus contains forward-looking statements with respect to the financial condition,
results of operations, plans, objectives, future performance, and business of SPAH following the merger. These
statements are preceded by, followed by, or include the words �believes,� �expects,� �anticipates,� or �estimates,� or similar
expressions. Many possible events or factors could affect the future financial results and performance of SPAH
following the merger. This could cause the results or performance of SPAH to differ materially from those expressed
in the forward-looking statements. You should consider these important factors when you vote on the merger
proposal. Factors that may cause actual results to differ materially from those contemplated by the forward-looking
statements include the following:

� we may experience delays in closing the merger whether due to the inability to obtain stockholder or regulatory
approval or otherwise;

� we could lose key personnel or spend a greater amount of resources attracting, retaining and motivating key
personnel than we have in the past;

� competition among depository and other financial institutions may increase significantly;

� changes in the interest rate environment may reduce operating margins;

� general economic conditions, either nationally or in Washington and Oregon, may be less favorable than
expected resulting in, among other things, a deterioration in credit quality and an increase in credit risk-related
losses and expenses;

� loan losses may exceed the level of allowance for loan losses of the surviving corporation;

� the rate of delinquencies and amount of charge-offs may be greater than expected;

� the rates of loan growth and deposit growth may not increase as expected;

� legislative or regulatory changes may adversely affect our businesses;

� modification of pending regulatory actions against Frontier in a manner reasonably acceptable to SPAH,
including by the elimination of certain provisions and consequences related thereto;
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� costs related to the merger may reduce SPAH�s working capital; and

� SPAH may fail to close the merger and may be forced to dissolve and liquidate.

The forward-looking statements are based on current expectations about future events. Although SPAH believes that
the expectations reflected in the forward-looking statements are reasonable, SPAH cannot guarantee you that these
expectations actually will be achieved. SPAH is under no duty to update any of the forward-looking statements after
the date of this joint proxy statement/prospectus to conform those statements to actual results. In evaluating these
statements, you should consider various factors, including the risks outlined in the section entitled �Risk Factors.�
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SELECTED HISTORICAL AND PRO FORMA CONSOLIDATED FINANCIAL DATA

Selected Summary Historical Consolidated Financial Information of Frontier

Frontier is providing the following selected historical financial information to assist you in your analysis of the
financial aspects of the merger and co-investment.

The following selected historical consolidated financial information of Frontier as of June 30, 2009 and for the six
months ended June 30, 2009 and 2008 are derived from Frontier�s unaudited financial statements, which are included
elsewhere in this joint proxy statement/prospectus. The following selected historical consolidated financial
information of Frontier as of December 31, 2008 and 2007 and for the years ended December 31, 2008, 2007 and
2006 are derived from Frontier�s audited financial statements, which are included elsewhere in this joint proxy
statement/prospectus. The following selected historical consolidated financial information of Frontier as of
December 31, 2006, 2005 and 2004 and for the years ended December 31, 2005 and 2004 are derived from Frontier�s
audited financial statements, which are not included elsewhere in this joint proxy statement/prospectus. The results of
operations for interim periods are not necessarily indicative of the results of operations which might be expected for
the entire year.

The following information is only a summary and should be read in conjunction with the unaudited interim
consolidated financial statements of Frontier for the six months ended June 30, 2009 and 2008 and the notes thereto
and the audited consolidated financial statements of Frontier for the years ended December 31, 2008, 2007 and 2006
and the notes thereto and �Information about Frontier � Management�s Discussion and Analysis of Financial Condition
and Results of Operations� contained elsewhere in this joint proxy statement/prospectus.

Six Months Ended
June 30, Year Ended December 31,

(Dollars in thousands except per share amounts) 2009 2008 2008 2007 2006 2005 2004
(Unaudited)

Consolidated Statements of Operations:
Interest income:
Interest income $ 96,072 $ 149,842 $ 279,055 $ 299,672 $ 250,144 $ 178,886 $ 140,228
Interest expense 50,869 57,553 112,185 113,041 86,942 51,736 34,939
Net interest income 45,203 92,289 166,870 186,631 163,202 127,150 105,289
Securities gains (losses) (102) 2,468 4,570 (937) (25) (211) (44)
Provision for loan losses 135,000 33,500 120,000 11,400 7,500 4,200 3,500
Net income (loss) (83,805) 17,575 (89,737) 73,938 68,910 51,584 43,045
Basic earnings (loss) per share $ (1.78) $ 0.37 $ (1.91) $ 1.63 $ 1.53 $ 1.21 $ 1.03
Weighted average number of shares outstanding �
basic 47,127 47,297 46,992 45,266 45,010 42,482 41,927
Diluted earnings (loss) per share $ (1.78) $ 0.37 $ (1.91) $ 1.62 $ 1.52 $ 1.21 $ 1.02
Weighted average number of shares outstanding �
diluted 47,127 47,386 46,992 45,601 45,485 42,743 42,206
Cash dividends declared per common share $ � $ � $ 0.48 $ 0.65 $ 0.50 $ 0.40 $ 0.34
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June 30, December 31,
(Dollars in thousands) 2009 2008 2007 2006 2005 2004

(Unaudited) (Unaudited)

Consolidated Balance
Sheet Data (at period
end):
Total assets $ 3,987,403 $ 4,104,445 $ 3,995,689 $ 3,238,464 $ 2,640,275 $ 2,243,396
Net loans 3,317,636 3,666,177 3,558,127 2,867,351 2,355,419 1,945,324
Securities 83,399 93,961 135,121 114,711 110,617 153,451
Deposits 3,249,133 3,275,165 2,943,236 2,453,632 2,061,380 1,795,842
Shareholders� equity 269,486 352,043 459,612 395,283 296,097 254,230

Selected Historical Financial Information of SPAH

SPAH is providing the following selected historical financial information to assist you in your analysis of the financial
aspects of the merger and co-investment.

The following selected historical financial information of SPAH as of June 30, 2009 and for the six months ended
June 30, 2009 and 2008 are derived from SPAH�s unaudited financial statements, which are included elsewhere in this
joint proxy statement/prospectus. The following selected historical financial information of SPAH as of December 31,
2008 and 2007 and for the year ended December 31, 2008 and for the period from February 14, 2007 (inception)
through December 31, 2007 are derived from SPAH�s audited financial statements, which are included elsewhere in
this joint proxy statement/prospectus. The results of operations for interim periods are not necessarily indicative of the
results of operations which might be expected for the entire year.

The following information is only a summary and should be read in conjunction with the unaudited interim financial
statements of SPAH for the six months ended June 30, 2009 and 2008 and the notes thereto and the audited financial
statements of SPAH for the year ended December 31, 2008 for the period from February 14, 2007 (inception) through
December 31, 2007 and the notes thereto and �Information about SPAH � Management�s Discussion and Analysis of
Financial Condition and Results of Operations� contained elsewhere in this joint proxy statement/prospectus.

June 30, December 31, December 31,
2009 2008 2007

(Unaudited)

Balance Sheet Data:
Total current assets $ 19,080,295 $ 19,777,900 $ 20,226,763
Total current liabilities 17,511,802 17,588,609 18,956,480
Total assets 428,804,996 429,776,214 428,945,449
Common stock subject to conversion, 12,986,879 shares at
conversion value 128,147,514 128,194,236 127,772,726
Common Stock, $0.0001 par value, authorized
200,000,000 shares; issued and outstanding 54,112,000
(less 12,986,879 subject to possible conversion) 41,125 41,125 41,125
Total stockholders� equity 283,145,680 283,993,369 282,216,243
Total liabilities and stockholders� equity $ 428,804,996 $ 429,776,214 $ 428,945,449
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For the Period
from

February 14, 2007
For the Six Months Ended For the Year (Inception) through

June 30,
Ended

December 31, December 31,
2009 2008 2008 2007

(Unaudited)

Operations Statement Data:
Operating costs $ 678,261 $ 499,229 $ 1,052,648 $ 264,373

Other income � Interest, net 265,709 4,341,829 6,407,849 2,941,038

Net (loss) income (894,411) 1,685,378 1,777,126 1,466,293

Accretion of trust account
income relating to common
stock subject to possible
conversion 46,722 (111,035) (421,510) �

Net (loss) income attributable
to other common stockholders $ (847,689) $ 1,574,343 $ 1,777,126 $ 1,466,293

Net (loss) income per
share-basic and diluted $ (0.02) $ 0.04 $ 0.04 $ 0.09

Weighted average number of
common shares subject to
possible conversion � basic and
diluted 41,125,121 45,125,121 41,125,121 17,245,726

Selected Unaudited Condensed Combined Pro Forma Financial Information

The selected unaudited condensed combined pro forma financial information has been derived from, and should be
read in conjunction with, the unaudited condensed combined pro forma financial information included elsewhere in
this joint proxy statement/prospectus.

The unaudited condensed combined pro forma statements of operations for the six months ended June 30, 2009 and
the year ended December 31, 2008 give pro forma effect to the merger and co-investment as if it had occurred on
January 1, 2008. The unaudited condensed combined pro forma balance sheet as of June 30, 2009 gives pro forma
effect to the merger and co-investment as if they had occurred on such date. The unaudited condensed combined pro
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forma statements of operations and balance sheet are based on the historical financial statements of Frontier and
SPAH as of and for the six months ended June 30, 2009 and the year ended December 31, 2008.

The historical financial information has been adjusted to give effect to pro forma events that are related and/or directly
attributable to the merger and co-investment, are factually supportable and, in the case of the unaudited pro forma
statement of operations data, are expected to have a continuing impact on the combined results. The adjustments
presented on the unaudited condensed combined pro forma financial information have been identified and presented in
�Unaudited Condensed Combined Pro Forma Financial Data� to provide relevant information necessary for an accurate
understanding of the combined company upon consummation of the merger and co-investment.

This information should be read together with the consolidated financial statements of Frontier and the notes thereto,
the financial statements of SPAH and the notes thereto, �Unaudited Condensed Combined Pro Forma Financial Data,�
�Information about Frontier � Management�s Discussion and Analysis of Financial Condition and Results of Operations,�
and �Information about SPAH � Management�s Discussion and Analysis of Financial Condition and Results of
Operations� included elsewhere in this joint proxy statement/prospectus.

The unaudited condensed combined pro forma financial statements have been prepared using the assumptions below
with respect to the number of outstanding shares of SPAH common stock:

� Assuming Minimum Conversion:  This presentation assumes that no SPAH public stockholders exercise
conversion rights with respect to their shares of SPAH common stock into a pro rata portion of the trust
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account and that no Frontier stockholders exercise their right to dissent and receive cash for the fair value of
their Frontier common stock;

� Assuming 10 Percent Conversion:  This presentation assumes that SPAH public stockholders holding 10% of
the shares sold in or subsequently to SPAH�s initial public offering, less one share (4,328,959 shares), exercise
their conversion rights and that such shares were converted into their pro rata share of the funds in the trust
account and that 10% of the Frontier stockholders entitled to receive 251,200 shares of SPAH common stock in
the merger exercise their right to dissent and receive cash for the fair value of their Frontier common stock; and

� Assuming Maximum Conversion:  This presentation assumes that SPAH public stockholders holding 30% of
the shares sold in or subsequently to SPAH�s initial public offering, less one share (12,986,879 shares), exercise
their conversion rights and that such shares were converted into their pro rata share of the funds in the trust
account and that 33% of the Frontier stockholders entitled to receive 828,960 shares of SPAH common stock in
the merger exercise their right to dissent and receive cash for the fair value of their Frontier common stock.

The unaudited condensed combined pro forma financial statements reflect the acquisition of Frontier being accounted
for under the acquisition method of accounting pursuant to the provisions SFAS 141R. Pursuant to the requirements of
SFAS 141R, SPAH is expected to be the acquirer for accounting purposes because SPAH is expected to own a
majority interest upon consummation of the merger and the co-investment. Determination of control places emphasis
on the shareholder group that retains the majority of voting rights in the combined entity. If the accounting acquirer
cannot be determined based upon relative voting interests, other indicators of control are considered in the
determination of the accounting acquirer, including: control of the combined entity�s board of directors, the existence
of large organized minority groups, and senior management of the combined entity.

The unaudited condensed combined pro forma financial statements are presented for informational purposes only and
are subject to a number of uncertainties and assumptions and do not purport to represent what the companies� actual
performance or financial position would have been had the transaction occurred on the dates indicated and does not
purport to indicate the financial position or results of operations as of any future date or for any future period.

SP Acquisition Holdings, Inc and Subsidiaries

Selected Unaudited Condensed Combined Pro Forma Statement of Operations Data
For the Six Months Ended June 30, 2009

Combined
Pro

Combined
Pro

Combined
Pro

Forma Forma Forma
(Assuming (Assuming (Assuming
Minimum 10 Percent Maximum

(In thousands, except per share amounts) Conversion) Conversion Conversion)

Interest income:
Interest income $ 90,547 $ 90,520 $ 90,467
Interest expense 48,107 48,107 48,107

Net interest income 42,440 42,413 42,360
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Securities (losses) (102) (102) (102)
Provision for loan losses 135,000 135,000 135,000
Net (loss) (95,726) (95,744) (95,780)

Basic earnings (loss) per share $ (1.91) $ (2.10) $ (2.63)
Weighted average number of shares outstanding � basic and
diluted 50,170 45,590 36,354
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SP Acquisition Holdings, Inc and Subsidiaries

Selected Unaudited Condensed Combined Pro Forma Statement of Operations Data
For the Year Ended December 31, 2008

Combined
Pro Combined Pro Combined Pro

Forma Forma Forma
(Assuming (Assuming (Assuming
Minimum 10 Percent Maximum
Conversion) Conversion Conversion)

(In thousands, except per share amounts)

Interest income:
Interest income $ 273,882 $ 273,241 $ 271,959
Interest expense 106,661 106,661 106,661

Net interest income 167,221 166,580 165,298

Securities (losses) (6,430) (6,430) (6,430)
Provision for loan losses 120,000 120,000 120,000
Net (loss) (108,176) (108,786) (110,006)

Loss per share � basic and diluted $ (2.16) $ (2.39) $ (3.03)
Weighted average number of shares outstanding � basic and
diluted 50,170 45,590 36,354

SP Acquisition Holdings, Inc. and Subsidiaries

Selected Unaudited Consolidated Pro Forma Balance Sheet Data at June 30, 2009

Combined Pro Combined Pro Combined Pro
Forma Forma Forma

(Assuming (Assuming (Assuming
Minimum 10 Percent Maximum
Conversion) Conversion Conversion)

(Dollars in thousands)

Total assets $ 4,283,697 $ 4,240,977 $ 4,155,549
Net loans 3,116,327 3,116,327 3,116,327
Securities 83,344 83,344 83,344
Deposits 3,267,692 3,267,692 3,267,692
Total stockholders� equity $ 544,766 $ 497,956 $ 403,120
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COMPARATIVE PER SHARE DATA

The following table sets forth selected historical equity ownership information for SPAH and Frontier, and unaudited
pro forma combined per share ownership information after giving effect to the merger and co-investment, assuming
(i) that no SPAH public stockholders exercise their conversion rights and no Frontier shareholders exercise their right
to dissent; (ii) that holders of 10% of the shares (minus one share) sold in or subsequently to SPAH�s initial public
offering have exercised their conversion rights and that 10% of the Frontier shareholders exercise their right to
dissent; and (iii) that holders of 30% of the shares (minus one share) sold in or subsequently to SPAH�s initial public
offering have exercised their conversion rights and that 33% of the Frontier shareholders exercise their right to
dissent. SPAH is providing this information to aid you in your analysis of the financial aspects of the merger and
co-investment. The historical information should be read in conjunction with �Selected Historical and Pro Forma
Consolidated Financial Data � Selected Summary Historical Consolidated Financial Information of Frontier and �
Selected Historical Financial Information of SPAH� included elsewhere in this joint proxy statement/prospectus and
the historical consolidated and combined financial statements of SPAH and Frontier and the related notes thereto
included elsewhere in this joint proxy statement/prospectus. The unaudited pro forma per share information is derived
from, and should be read in conjunction with, the unaudited condensed combined pro forma financial data and related
notes included elsewhere in this joint proxy statement/prospectus.

The unaudited pro forma consolidated per share information reflects the acquisition of Frontier being accounted for
under the acquisition method of accounting pursuant to the provisions SFAS 141R. Pursuant to the requirements of
SFAS 141R, SPAH is expected to be the acquirer for accounting purposes because SPAH is expected to own a
majority interest upon consummation of the merger and co-investment. Determination of control places emphasis on
the shareholder group that retains the majority of voting rights in the combined entity. If the accounting acquirer
cannot be determined based upon relative voting interests, other indicators of control are considered in the
determination of the accounting acquirer, including: control of the combined entity�s board of directors, the existence
of large organized minority groups, and senior management of the combined entity.

The unaudited pro forma consolidated per share information does not purport to represent what the actual results of
operations of SPAH and Frontier would have been had the merger and co-investment been completed or to project
SPAH�s or Frontier�s results of operations that may be achieved after the merger and co-investment. The unaudited pro
forma book value per share information below does not purport to represent what the value of SPAH and Frontier
would have been had the merger and co-investment been completed nor the book value per share for any future date or
period.

Unaudited Pro Forma Consolidated Per Share Information

Pro Forma Pro Forma Pro Forma
Assuming Assuming Assuming
Minimum 10 Percent Maximum

SPAH Frontier Conversions Conversions Conversions

Six Months ended June 30, 2009
Basic earnings (loss) per share $ (0.02) $ (1.78) $ (1.91) $ (2.10) $ (2.63)
Diluted earnings (loss) per share $ (0.02) $ (1.78) $ (1.91) $ (2.10) $ (1.63)
Cash dividends declared per share(2) $ � $ � $ � $ � $ �
Book value per share at June 30, 2009(1) $ 7.60 $ 5.72 $ 10.86 $ 10.92 $ 11.09
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Year Ended December 31, 2008
Basic earnings (loss) per share $ 0.04 $ (1.91) $ (2.16) $ (2.39) $ (3.03)
Diluted earnings (loss) per share $ 0.04 $ (1.91) $ (2.16) $ (2.39) $ (3.03)
Cash dividends declared per share(2) $ � $ 0.48 $ � $ � $ �
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(1) Book value per share of SPAH is computed by dividing the sum of total stockholders� equity plus common stock
subject to possible conversion by the 54,112,000 shares outstanding at the balance sheet date. Book value per
share for the pro forma columns is computed by dividing the sum of total stockholders� equity plus common stock
subject to possible conversion by the 54,112,000 shares outstanding plus the additional shares issued in
conjunction with the merger and co-investment.

(2) Frontier is currently restricted from paying cash dividends to its shareholders pursuant to the FDIC Order. There
can be no assurance that this restriction will be removed upon completion of the merger. Accordingly, no pro
forma cash dividends per share are presented.

THE MERGER AND THE MERGER AGREEMENT

The descriptions of the terms and conditions of the merger, the merger agreement and any related documents in this
joint proxy statement/prospectus are qualified in their entirety by reference to the copy of the merger agreement
attached as Annex A to this joint proxy statement/prospectus, to the registration statement, of which this joint proxy
statement/prospectus is a part, and to the exhibits to the registration statement.

Background of the Merger

The terms of the merger agreement are the result of negotiations between the representatives of SPAH and Frontier.
The following is a brief description of the background of these negotiations, the merger and related transactions.

Transaction Activities of SPAH Prior to Discussions with Frontier

SPAH is a blank check company organized under the laws of the State of Delaware on February 14, 2007. SPAH was
formed for the purpose of acquiring, through a merger, capital stock exchange, asset acquisition or other similar
business combination, one or more businesses or assets.

A registration statement for SPAH�s initial public offering was declared effective on October 10, 2007. On October 16,
2007, SPAH sold 40,000,000 units in its initial public offering, and on October 31, 2007 the underwriters for its initial
public offering purchased an additional 3,289,600 units pursuant to an over-allotment option. Each of SPAH�s units
consists of one share of common stock and one warrant. On November 2, 2007, the warrants and common stock
underlying SPAH�s units began to trade separately. Each warrant currently entitles the holder to purchase one share of
SPAH�s common stock at a price of $7.50 commencing on the consummation of a business combination, provided that
there is an effective registration statement covering the shares of common stock underlying the warrants in effect. The
warrants currently expire on October 10, 2012, unless earlier redeemed.

SPAH received gross proceeds of approximately $439,896,000 from its initial public offering and sale of the
additional founder�s warrants to SP Acq LLC. Net proceeds of approximately $425,909,120 were deposited into a trust
account and will be part of the funds distributed to the SPAH public stockholders in the event SPAH is unable to
complete the merger or another business combination.

Prior to the consummation of its initial public offering, neither SPAH, nor anyone on its behalf, contacted any
prospective target business or had any substantive discussions, formal or otherwise, with respect to such a transaction
with Frontier.

Subsequent to the consummation of its initial public offering on October 16, 2007, SPAH commenced consideration
of potential target companies with the objective of consummating a business combination. SPAH compiled a list of
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potential targets and updated and supplemented such list from time to time. SPAH contacted several private equity
firms, venture capital firms, numerous other business relationships, investment bankers and consulting firms, as well
as, legal and accounting firms. Through these efforts, SPAH identified and reviewed information with respect to over
100 potential target companies. On several occasions, SPAH engaged in meetings with potential targets, including
companies engaged in industrial equipment manufacturing, energy production, oil and gas exploration, mineral
exploration, consumer and commercial banking, consumer goods, investment banking, and gaming businesses. SPAH
also engaged in serious discussions with several companies and negotiated (but did

63

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 154



Table of Contents

not execute) a number of letters of intent over the approximately 22 month period. The transactions contemplated by
these potential letters of intent included a wide range of transaction structures, including the possibility of a merger,
capital stock exchange or asset purchase. SPAH did not move forward with any of these transactions following its
preliminary diligence review, largely because preliminary valuations were too high to proceed with a transaction.

Examination of Strategic Alternatives by Frontier Prior to Discussions with SPAH

At a strategic retreat on September 19, 2008, the Frontier Board and management along with Sandler O�Neill discussed
strategies to improve Frontier�s capital position and the relative impact on Frontier�s capital position from possible
deterioration in Frontier�s credit portfolio. Strategies discussed included raising capital through the issuance of capital
securities, sale of existing loans and securities, reducing growth, reducing expenses, reducing the shareholder�s cash
dividend and the possible sale of branches, real estate and/or business lines.

In early October 2008, the Frontier Board and management determined, in conjunction with the anticipated results
from a Joint Report of Examination, dated July 21, 2008 (but not yet delivered to Frontier), by the FDIC and the
Washington DFI, that the losses in Frontier Bank�s loan portfolio made it imperative that Frontier take immediate steps
to substantially increase its capital. Given the size of the potential capital raise and the anticipated offering price of
Frontier stock, the Frontier Board believed it would be prudent to explore the viability of a merger transaction with a
strategic partner.

On October 8 and 9, 2008, representatives of Sandler O�Neill were onsite at Frontier�s offices along with other financial
and legal advisors to conduct due diligence.

On October 9, 2008, the Frontier Board engaged Sandler O�Neill, as a financial advisor, to provide financial advice
and assist the Frontier Board and management in pursuing all strategic alternatives. These included, but were not
limited to, the offering and sale of certain securities of Frontier in a transaction to provide additional capital to
Frontier or a possible business combination.

On October 14, 2008, under the Troubled Asset Relief Program�s Capital Purchase Plan (�TARP CPP�), the United
States Treasury announced details regarding its proposed investment of $250 billion in Tier 1 qualifying capital into
eligible FDIC insured depositories across the United States.

On October 15, 2008, the Frontier Board met with Sandler O�Neill to discuss its available alternatives relative to the
TARP CPP.

On October 17, 2008 Frontier submitted its application for participation in the TARP CPP.

On October 23, 2008, Frontier announced its third quarter financial results including a quarterly net loss of
$18.0 million.

On November 16, 2008, Sandler O�Neill began contacting strategic partners and potential capital investors regarding
Frontier. Sandler O�Neill contacted over 35 potential financial investors and 10 financial institutions between
November 2008 and May 2009.

On November 17, 2008, Frontier established a virtual online data room in which they made available to prospective
investors and strategic partners certain confidential financial, operational and legal data regarding Frontier, and from
which an interested party could make an acquisition or investment proposal.
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On July 7, 2008, Frontier Bank retained a nationally recognized independent consultant to review Frontier�s loan
portfolio, the results of which were provided to interested investors and strategic partners. The independent loan
review team began their onsite due diligence of the loan portfolio during the week of December 8, 2008.

Between late November 2008 and mid-May 2009, 18 potential merger partners and/or investors signed confidentiality
agreements accessed the data room or received confidential information regarding Frontier and were provided the
opportunity to ask questions of senior management. During this period, Sandler O�Neill regularly addressed the
Frontier Board to update them on the interest level of the parties in the data room.

During the period from early December 2008 to early February 2009, of these 18 potential merger partners, there were
four strategic partners that conducted significant due diligence with the goal of submitting a term sheet to
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Frontier. None of the parties submitted a proposal because they did not believe they could structure a transaction that
was financially feasible. Each of the four strategic partners cited real estate credit exposure and the lack of a core
deposit base as primary reasons for not pursuing a transaction after diligence.

In addition, during December 2008 and January 2009, there was one financial partner that conducted significant due
diligence with the goal of submitting a term sheet to Frontier. They did not submit a proposal because they did not
believe they could structure a transaction that was financially feasible. They also cited real estate credit exposure as
the primary reason for not pursuing a transaction after diligence.

On December 2, 2008, members of Frontier�s executive management team and a representative of Sandler O�Neill met
with the FDIC in San Francisco to present Frontier�s efforts to preserve capital since the examination and to check on
the status of its TARP CPP application. The regulators indicated that they were holding Frontier�s application for
TARP CPP investment pending its efforts to raise matching equity.

On December 8, 2008, Frontier announced changes to its management team, most notably that Patrick M. Fahey, a
director, would become the Chairman and Chief Executive Officer of Frontier and that Michael J. Clementz would
become President of Frontier and Chief Executive Officer of Frontier Bank. As part of the management change,
Mr. Fahey announced that Frontier would begin implementation of a new business plan focused on core deposit
funding and a diversified loan portfolio.

On December 19, 2008, Frontier announced the suspension of the quarterly cash dividend paid to shareholders.

On January 29, 2009, Frontier announced its fourth quarter financial results, including a loss of $89.5 million,
$77.0 million of which was a non-cash charge for impairment of goodwill.

The process of exploring strategic alternatives continued throughout the beginning of 2009. At the same time, on
March 24, 2009, the Frontier Board entered into an agreement with the FDIC and the Washington DFI consenting to
the FDIC Order, which provided, among other things, that Frontier Bank increase its Tier 1 capital in such an amount
as to equal or exceed 10% of Frontier Bank�s total assets by July 29, 2009, and to maintain such capital level
thereafter. Frontier also announced publicly on March 24, 2009, that it had retained a financial advisor to help it
identify new sources of capital.

On April 23, 2009, Frontier announced its first quarter financial results, which included a loss of $33.8 million.

Discussions and Negotiations between SPAH and Frontier

On April 16, 2009, SPAH representatives had an initial conference call with Sandler O�Neill to discuss possibilities of
utilizing SPAH cash to recapitalize a bank. SPAH was interested in pursuing a bank recapitalization because it
believed its cash could be used to allow a bank to make significant risk adjusted returns given the current dislocation
in credit markets and to take advantage of the potential opportunities that exist with respect to other banks that are
undercapitalized. A follow up meeting with Sandler O�Neill occurred on April 27, 2009 with further discussion on
potential transaction partners. At this meeting, Sandler O�Neill made a presentation to the SPAH representatives of the
financial review it had performed with respect to a group of 40 banks, 20 of which were discussed in detail at the
meeting, as SPAH was attempting to determine which banks had the most attractive investment profile for SPAH. The
group of banks consisted of banks with tangible capital ratios of less than 8%, market capitalization of between $250
million and $1 billion and non-performing assets/total assets of greater than 2%. Of these potential bank targets,
SPAH engaged in further negotiations with one bank other than Frontier and subsequently entered into a
confidentiality agreement with this bank. However, discussions were terminated with this potential bank target
following SPAH�s determination that the valuation was too high to proceed with a transaction. SPAH representatives
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met again with Sandler O�Neill on May 1, 2009 to discuss Frontier. Frontier was considered a viable transaction
partner by SPAH based on Frontier�s financial condition and results of operations, including a tangible book value of
$268.8 million, gross loans of $3.4 billion and total assets of $4.0 billion as of June 30, 2009, among other things. A
confidentiality agreement was signed between SPAH and Sandler O�Neill as Frontier�s authorized representative on
May 6, 2009. SPAH representatives met with Frontier�s management in Seattle, Washington on May 27, 2009.
Between early May and the end of June, representatives of SPAH began conducting preliminary due diligence on
Frontier and made numerous visits to Frontier headquarters in Everett,
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Washington where they also met with Sandler O�Neill and bank management and began to formulate the parameters of
an offer to infuse capital into Frontier Bank.

On June 11, 2009 Frontier announced a workforce reduction of approximately 6% of its staff.

On June 28, 2009, the SPAH Board held a Board meeting to discuss a possible nonbinding Letter of Intent between
SPAH and Frontier. Members of management gave a presentation to the SPAH Board which described the terms of
the nonbinding Letter of Intent and gave a background of Frontier and its business, loan portfolio, potential
performance, growth prospects, valuation, and the fairness of the proposed transaction. SPAH management outlined
the rationale for the transaction, which included the opportunity to recapitalize Frontier at a reasonable valuation,
resulting in the combined entity having the capital and capabilities to take advantage of the dislocation in the current
credit markets. At the conclusion of its presentation, and after discussions thereon, the SPAH Board authorized
management to enter into a nonbinding Letter of Intent with Frontier, subject to additional changes agreed to by
management, and to continue doing due diligence and work toward a definitive merger agreement. The non-binding
Letter of Intent provided that the consideration for the acquisition of Frontier would be an aggregate of 4.9 million
shares of newly issued SPAH common stock (8.0% of the pro forma common shares outstanding of the combined
entity and an assumed implied ratio of 0.10495 of Frontier�s shares to SPAH�s shares). In addition, it provided that
SPAH would have a 45 day exclusive period to negotiate the terms of a definitive agreement with Frontier.

On June 29, 2009, Frontier Bank received a draft of a proposed nonbinding Letter of Intent from SPAH setting forth
the terms of a proposed business combination. Following receipt of the proposed Letter of Intent, management met
with representatives of Sandler O�Neill and its outside legal counsel, Keller Rohrback L.L.P. (�Keller Rohrback�), to
clarify terms of the proposal and a revised nonbinding Letter of Intent was finalized on June 30, 2009, and circulated
to the Frontier Board.

On July 1, 2009, the Frontier Board met with representatives of Sandler O�Neill and Keller Rohrback and reviewed the
proposal in detail. On the same date, the Frontier Board met with representatives of SPAH who answered questions
regarding the proposal and structure of SPAH. After making their presentation, the representatives of SPAH were
excused from the meeting and the Frontier Board further considered the proposal.

After a lengthy discussion of the terms of the proposal, the Frontier Board authorized management to execute the
nonbinding Letter of Intent. This authorization was based on the following conclusions of the Frontier Board:

� The proposed offer would provide sufficient capital for Frontier to survive and continue to remain viable in the
current economic environment.

� The proposed offer would give Frontier shareholders an opportunity to have shares in the pro forma
organization and benefit in any increase in the stock price of the business going forward.

� A merger with SPAH and the infusion of significant capital would likely expedite removal of the regulatory
restrictions currently facing Frontier and allow Frontier Bank to better serve its customers.

� Frontier does not presently have sufficient capital to meet the capital requirements of the regulatory agencies
through organic resources. As of June 30, 2009, Frontier was no longer considered �well capitalized� using the
standard regulatory criteria.

� The proposed exchange ratio was reasonable in the context of the current market environment and when
compared to Frontier�s other possible alternatives.
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� Other efforts to raise capital over the past six months had resulted in no actionable alternatives.

On July 1, 2009, SPAH and Frontier entered into the nonbinding Letter of Intent.

On July 2, 2009, representatives of Frontier, SPAH, Keller Rohrback and Sandler O�Neill traveled to San Francisco to
meet with representatives from the FDIC, FRB and Washington DFI to discuss the terms of the nonbinding Letter of
Intent and other aspects of the transaction in general.

During the weeks of July 6, 2009 and July 13, 2009, SPAH continued financial and business due diligence and
commenced legal and regulatory due diligence on Frontier and Olshan Grundman Frome Rosenzweig & Wolosky
LLP (�Olshan�), Sidley Austin LLP and SPAH prepared the first draft of the merger agreement. Olshan circulated a
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draft of the merger agreement to Frontier on July 18, 2009. Discussions between the various parties and due diligence
continued throughout the week of July 20, 2009 and on July 24, 2009, Olshan received Frontier�s cumulative
comments to the merger agreement. Also during this time period SPAH management met with Frontier�s independent
consultant to discuss findings of the second loan review. During the next several days, the various parties continued to
negotiate the terms and conditions of the merger agreement and Olshan distributed revised drafts of the merger
agreement on each of July 27, 28 and 29, 2009.

On July 24, 2009, SPAH�s Audit Committee met to review SPAH�s Form 10-Q for the six months ended June 30, 2009.
SPAH�s Audit Committee was given an update on the status of the negotiations with Frontier.

On July 29, 2009 the SPAH Board met. SPAH management made a lengthy presentation regarding the terms and
conditions of the transactions, Frontier�s current business and loan portfolio, regulatory issues, timing of shareholder
approval and the fact that the acquisition of Frontier does not satisfy the requirement that the fair market value of the
target business equals at least 80% of the balance of SPAH�s trust account (excluding underwriting discounts and
commissions) plus the proceeds of the co-investment. SPAH management also discussed the need to reduce the
exchange ratio to 0.0530, which differed substantially from the assumed implied ratio set forth in the non-binding
Letter of Intent, after it concluded, following the completion of its due diligence review and determination that
Frontier is operating in a more challenging environment, that its initial valuation was too high. The SPAH Board
approved the transaction based on the strong capital position of the combined entity, the solid franchise value of
Frontier and the opportunity for the recapitalized entity to take advantage of the favorable market for making both
loans and acquisitions. At the conclusion of the meeting, the SPAH Board approved entering into the merger
agreement with Frontier subject to whatever additional changes were agreed to by management. As part of this
approval, the SPAH Board also approved certain amendments to SPAH�s Warrant Agreement and Amended and
Restated Certificate of Incorporation (including a provision which would eliminate the requirement that SPAH enter
into a business combination whereby the fair market value of the target business equals at least 80% of the balance of
SPAH�s trust account (excluding underwriting discounts and commissions) plus the proceeds of the co-investment),
subject to stockholder approval. Members of the SPAH Board also agreed to forfeit an aggregate of 465,530 shares of
SPAH common stock and SP Acq LLC agreed to forfeit 8,987,883 shares of SPAH common stock, in order to
facilitate the approval of the merger by SPAH and Frontier stockholders and to improve the per share valuation.

At a Frontier Board meeting held on July 29, 2009, after reviewing presentations by Keller Rohrback and Sandler
O�Neill, receiving a fairness opinion from Keefe Bruyette and lengthy discussion of the terms and conditions of the
transaction and other possible alternatives, the Frontier Board unanimously resolved to approve the merger transaction
subject to certain adjustments.

On July 30, 2009, representatives of Frontier and SPAH negotiated a finalized, mutually agreeable merger agreement
and on such date, SPAH and Frontier executed the merger agreement.

Reasons of SPAH for the Merger

In reaching its decision to approve the merger agreement and recommend the merger to its stockholders, the SPAH
Board reviewed various financial data and due diligence and evaluation materials and made an independent
determination of fair market value. The SPAH Board consulted with SPAH management, SPAH�s legal counsel
regarding the legal terms of the merger, and certain employees and certain affiliates of SP Acq LLC regarding the
strategic and financial aspects of the merger, and the fairness, from a financial point of view, of the exchange ratio to
SPAH.

In addition, in reaching its decision to approve the merger agreement, the SPAH Board considered a number of
factors, both positive and negative. It believes that the non-exhaustive list of factors below strongly supports its
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determination to approve the merger agreement and recommendation that its stockholders adopt the merger
agreement. The positive factors included:

� financial condition and results of operations of Frontier, including a tangible book value of $268.8 million,
gross loans of $3.4 billion and total assets of $4.0 billion as of June 30, 2009;
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� the growth potential associated with Frontier, including potential for enhanced operating margins and operating
efficiencies;

� the balance sheet make-up and product mix, including the loan and deposit mix of Frontier;

� opportunities to grow existing revenue streams and create new revenue streams associated with Frontier;

� the competitive position of Frontier within its operating markets;

� the industry dynamics, including barriers to entry;

� the experience and skill of Frontier�s management, including Patrick M. Fahey, the current Chairman and Chief
Executive Officer of Frontier who will become Chief Executive Officer of SPAH in the merger;

� acquisition opportunities in the industry;

� the opportunity for further consolidation and cost savings in the banking industry; and

� the valuation of comparable companies.

Negative factors that the SPAH Board considered included:

� Frontier�s depressed stock price may adversely affect prevailing market prices for SPAH�s common stock;

� the issuance of the FDIC Order and the Memorandum of Understanding;

� the issuance of the FRB Written Agreement;

� the deterioration of Frontier�s loan portfolio, centered in its real estate construction and land development loans,
including approximately $764.6 million in nonperforming loans predominately existing in construction real
estate loans and land development and $98.6 million in loan loss reserves as of June 30, 2009;

� impact of new regulation in the banking industry; and

� the continued downturn in Frontier�s real estate market areas and the general weakness in the economy.

The SPAH Board concluded, however, the potentially negative factors associated with the merger were outweighed by
the potential benefits of the merger. The above discussion of the material factors considered by the SPAH Board is not
intended to be exhaustive, but does set forth the principal factors considered by the SPAH Board.

At a SPAH Board meeting held on July 29, 2009, the SPAH Board collectively reached the unanimous conclusion to
approve the merger agreement and the merger in light of the various factors described above and other factors that
each member of the SPAH Board felt were appropriate. In view of the wide variety of factors considered by the SPAH
Board in connection with its evaluation of the merger and the complexity of these matters, the SPAH Board did not
consider it practical, and did not attempt, to quantify, rank or otherwise assign relative weights to the specific factors it
considered in reaching its decision. Rather, the SPAH Board made its recommendation based on the totality of
information presented to and the investigation conducted by it. In considering the factors discussed above, individual
directors may have given different weights to different factors.
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Consequences to SPAH if the Merger Proposal is Not Approved

If the merger proposal is not approved by either the SPAH stockholders or the Frontier shareholders, if 10% or more
of the SPAH public stockholders properly elect to convert their shares for cash equal to a pro rata portion of the SPAH
trust account (and this closing condition is not waived by SPAH), if required regulatory approvals are denied or
delayed, if the warrant amendment proposal is not approved by the SPAH warrantholders or certain other closing
conditions are not met and are not waived, the merger will not occur. In addition, if SPAH does not effect the merger
with Frontier or cannot complete an alternative business combination by October 10, 2009, SPAH will automatically
dissolve and liquidate. In any liquidation, the funds held in the trust account, plus any interest earned thereon (less any
taxes due on such interest and payment of deferred underwriting discounts and commissions), together with any
remaining net assets not held in trust, will be distributed pro rata to SPAH public stockholders and SPAH will be
dissolved in accordance with the SPAH Certificate of Incorporation. The SPAH insiders have waived any right to any
liquidation distribution with respect to their shares acquired prior to the initial public offering.
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Interests of SPAH�s Directors and Officers and Others in the Merger

When considering the recommendations of the SPAH Board, you should be aware that some of SPAH�s directors,
officers and affiliates have interests in the merger proposal that differ from the interests of other stockholders:

� Warren G. Lichtenstein will serve as the Chairman of the SPAH Board following the consummation of the
merger;

� John McNamara will serve as the Chairman of the Frontier Bank Board following the consummation of the
merger;

� if the merger is not approved and SPAH is required to liquidate, all the shares of common stock and all the
warrants held by the SPAH insiders (including SP Acq LLC and the Steel Trust), which, as of the record date,
for the shares, were worth $9.81 per share and $106,167,744 in the aggregate and, for the warrants, were worth
$0.38 per warrant and $6,772,512 in the aggregate, will be worthless. Since Mr. Lichtenstein, SPAH�s
Chairman of the Board, President and Chief Executive Officer, may be deemed the beneficial owner of shares
held by SP Acq LLC and the Steel Trust, he may also have a conflict of interest in determining whether a
particular target business is appropriate for SPAH and its stockholders. However, upon consummation of the
merger, SP Acq LLC has agreed to forfeit 8,987,883 of its founder�s shares and Anthony Bergamo, Ronald
LaBow, Howard M. Lorber, Leonard Toboroff and S. Nicholas Walker have agreed to forfeit an aggregate of
465,530 of their founder�s shares;

� if SPAH liquidates prior to the consummation of a business combination, SP Acq LLC and Mr. Lichtenstein
will be personally liable if and to the extent any claims by a third party for services rendered or products sold,
or by a prospective business target, reduce the amounts in the trust account available for distribution to SPAH
stockholders in the event of a dissolution and liquidation; and

� unless SPAH consummates an initial business combination, its officers and directors, its employees, and
affiliates of SP Acq LLC and their employees will not receive reimbursement for any out-of-pocket expenses
incurred by them to the extent that such expenses exceed the amount of available proceeds not deposited in the
trust account and the $3.5 million in interest income on the balance of the trust account that has been released
to SPAH to fund its working capital requirements. SPAH�s officers and directors may tend to favor potential
initial business combinations with target businesses that offer to reimburse any expenses that SPAH did not
have the funds to reimburse itself.

Each board member was aware of these and other interests and considered them before approving and adopting the
merger agreement. Additionally, upon consummation of the merger, the underwriters in SPAH�s initial public offering
will be entitled to receive approximately $17.3 million of deferred underwriting discounts and commissions currently
held in SPAH�s trust account. SPAH is in negotiation with its underwriters regarding the amount and form of payment
of such deferred underwriting fees from SPAH�s initial public offering. As of the date hereof, SPAH has negotiated the
reduction of underwriting fees by approximately $3.65 million and SPAH will continue to negotiate a further
reduction of such fees until a mutual settlement can be reached. The results of these negotiations are uncertain since
the underwriters can discontinue negotiations with SPAH at any time and require the full amount of their fees payable
upon consummation of the merger. If the merger is not consummated and SPAH is required to liquidate, the
underwriters have agreed to forfeit any rights or claims to their deferred underwriting discounts and commissions then
in the trust account, and those funds will be included in the pro rata liquidation distribution to the SPAH public
stockholders.
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Transfer Restrictions of SPAH Insiders upon Consummation of the Merger

Upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of the 9,653,412 founder�s shares it
owns and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of
the 500,000 founder�s shares they own. The SPAH insiders previously agreed not to sell or transfer their founder�s units
and the founder�s shares and initial founder�s warrants comprising the founder�s units (including the common stock to be
issued upon the exercise of the initial founder�s warrants) for a period of one year from the date
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the merger is consummated, except in each case to permitted transferees who agree to be subject to the same transfer
restrictions. The Steel Trust has agreed to be bound by these transfer restrictions.

SP II previously agreed not to sell or transfer the co-investment units, co-investment shares or co-investment warrants
(including the common stock to be issued upon exercise of the co-investment warrants) until one year after SPAH
completes the merger except to permitted transferees who agree to be bound by such transfer restrictions. The Steel
Trust has agreed to be bound by these transfer restrictions.

The permitted transferees under the lock-up agreements are SPAH�s officers, directors and employees and other
persons or entities associated or affiliated with SP II or Steel Partners, Ltd. (other than, in the case of SP II and SP
Acq LLC, their respective limited partners or members in their capacity as limited partners or members). Any transfer
to a permitted transferee will be in a private transaction exempt from registration under the Securities Act, pursuant to
Section 4(i) thereof.

During the lock-up period, the SPAH insiders and any permitted transferees to whom they transfer shares of common
stock will retain all other rights of holders of SPAH common stock, including, without limitation, the right to vote
their shares of common stock (except to the extent they convert their voting common stock into Non-Voting Common
Stock or receive Non-Voting Common Stock upon exercise of their warrants) and the right to receive cash dividends,
if declared. If dividends are declared and payable in shares of common stock, such dividends will also be subject to
the lock-up agreement. If SPAH is unable to effect the merger and liquidates, the SPAH insiders have waived the right
to receive any portion of the liquidation proceeds with respect to the founder�s shares. Any permitted transferees to
whom the founder�s shares are transferred will also agree to waive that right.

Conversion Rights of SPAH Stockholders

If you hold shares of common stock issued in SPAH�s initial public offering (whether such shares were acquired
pursuant to such initial public offering or afterwards up to and until the record date), then you have the right to vote
against the merger proposal and demand that SPAH convert such shares into cash equal to a pro rata share of the
aggregate amount then on deposit in the trust account in which a substantial portion of the net proceeds of SPAH�s
initial public offering are held (before payment of deferred underwriting discounts and commissions and including
interest earned on their pro rata portion of the trust account, net of income taxes payable on such interest and net of
interest income of $3.5 million on the trust account balance previously released to SPAH to fund its working capital
requirements).

As of September 17, 2009, there was approximately $426,253,057 in SPAH�s trust account (including accrued interest
on the funds in the trust account and excluding an estimated tax overpayment due to SPAH, which totaled $621,905 as
of June 30, 2009), or approximately $9.85 per share issued in the initial public offering. The actual per share
conversion price will differ from the $9.85 per share due to any interest earned on the funds in the trust account since
September 17, 2009, and any taxes payable in respect of interest earned thereon. The actual per share conversion price
will be calculated as of two business days prior to the consummation of the merger, divided by the number of shares
sold in the initial public offering.

You may request conversion at any time after the mailing of this joint proxy statement/prospectus and prior to the vote
taken with respect to the merger proposal at the special meeting, but the request will not be granted unless you vote
against the merger and the merger is approved and completed. If the merger is not consummated, no shares will be
converted to cash through the exercise of conversion rights. Prior to exercising your conversion rights you should
verify the market price of SPAH common stock. You may receive higher proceeds from the sale of your common
stock in the public market than from exercising your conversion rights, if the market price per share is higher than the
amount of cash that you would receive upon exercise of your conversion rights.
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If you wish to exercise your conversion rights, you must:

� affirmatively vote against the merger proposal in person or by submitting your proxy card before the vote on
the merger proposal and checking the box that states �Against� for the merger proposal;

� either:

� check the box that states �I HEREBY EXERCISE MY CONVERSION RIGHTS� on the proxy card; or
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� send a letter to SPAH�s transfer agent, Continental Stock Transfer & Trust Company, at 17 Battery Place,
8th Floor, New York, NY 10004, attn: Mark Zimkind, stating that you are exercising your conversion rights
and demanding your shares of SPAH common stock be converted into cash; and

� either:

� physically tender, or if you hold your shares of SPAH common stock in �street name,� cause your broker to
physically tender, your stock certificates representing shares of SPAH common stock to SPAH�s transfer
agent; or

� deliver your shares electronically using the Depository Trust Company�s DWAC (Deposit/Withdrawal At
Custodian) System, to SPAH�s transfer agent, in either case by October 8, 2009 or such other later date if the
special meeting of SPAH stockholders is adjourned or postponed.

Accordingly, a SPAH stockholder would have from the time we send out this joint proxy statement/prospectus
through the vote on the merger to deliver his or her shares if he or she wishes to seek to exercise his or her conversion
rights.

The DWAC delivery process can be accomplished, whether you are a record holder or your shares are held in �street
name,� within a day, by simply contacting the transfer agent or your broker and requesting delivery of your shares
through the DWAC System. There is a nominal cost associated with this tendering process and the act of certificating
the shares or delivering them through the DWAC system. The transfer agent will typically charge the stockholder or
the tendering broker $45, and your broker may or may not pass this cost on to you.

Taking any action that does not include an affirmative vote against the merger, including abstaining from voting on
the merger proposal, will prevent you from exercising your conversion rights. However, voting against the merger
proposal does not obligate you to exercise your conversion rights. In addition, if you do not properly exercise your
conversion rights (as outlined above), you will not be able to convert your shares of common stock into cash at the
conversion price.

Any request to exercise your conversion rights, once made, may be withdrawn at any time up to immediately prior to
the vote on the merger proposal at the special meeting (or any adjournment or postponement thereof). If you
(1) initially vote for the merger proposal but then wish to vote against it and exercise your conversion rights or
(2) initially vote against the merger proposal and wish to exercise your conversion rights but do not check the box on
the proxy card providing for the exercise of your conversion rights or do not send a written request to SPAH�s transfer
agent to exercise your conversion rights, or (3) initially vote against the merger proposal but later wish to vote for it,
you may request SPAH�s transfer agent to send you another proxy card on which you may indicate your intended vote
and, if that vote is against the merger proposal, exercise your conversion rights by checking the box provided for such
purpose on the proxy card. You may make such request by contacting Continental Stock Transfer & Trust Company at
17 Battery Place, 8th Floor, New York, NY 10004, attn: Mark Zimkind. Any corrected or changed proxy card or
written demand of conversion rights must be received by Continental Stock Transfer & Trust Company prior to the
special meeting.

Please note, however, that once the vote on the merger proposal is held at the special meeting, you may not withdraw
your request to exercise your conversion rights and request the return of your shares. If the merger is not
consummated, your shares will be automatically returned to you.
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In connection with the vote to approve the merger, SPAH stockholders may elect to vote a portion of their shares for
and a portion of their shares against the merger. If the merger is approved and consummated, SPAH stockholders who
elected to convert the portion of their shares voted against the merger will receive the conversion price with respect to
those shares and may retain any other shares they own.

If you properly exercise your conversion rights, then you will be exchanging your shares of SPAH common stock for
cash equal to a pro rata portion of the SPAH trust account and will no longer own these shares. SPAH anticipates that
the funds to be distributed to SPAH stockholders entitled to convert their shares who elect conversion will be
distributed promptly after completion of the merger. SPAH will not complete the merger if SPAH stockholders
owning 10% or more of the shares sold in SPAH�s initial public offering exercise their conversion rights.
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If Proposal No. 2 is approved and adopted, SPAH has made it a condition to closing the merger agreement that no
more than 10% of the shares (minus one share) sold in SPAH�s initial public offering vote against the merger and
exercise their conversion rights in order to ensure that the combined company immediately following the
consummation of the merger has sufficient Tier 1 capital to return to compliance levels. Pursuant to the terms of the
FDIC Order, Frontier Bank is required to increase its Tier 1 capital in such an amount as to equal or exceed 10% of
Frontier Bank�s total assets by July 29, 2009 and to maintain such capital level thereafter. If 10% or greater of SPAH�s
public stockholders were to vote their shares against the merger and demand that SPAH convert such shares into cash
equal to a pro rata share of the aggregate amount then on deposit in the trust account, the funds remaining may not be
sufficient to meet Frontier Bank�s capital requirements. However, in SPAH�s sole discretion, this closing condition may
be waived in order to consummate the merger. If SPAH elects to waive this closing condition, it may raise the
conversion threshold to anywhere between 10% to 30% (minus one share). SPAH does not believe it will raise the
conversion threshold and currently intends only to raise the conversion threshold if it believes that the combined entity
will have sufficient Tier 1 capital to return to compliance levels.

Rescission Rights

If you are a SPAH stockholder at the time of the merger and you purchased your shares in SPAH�s initial public
offering or afterwards up to and until the record date, you may have securities law claims against SPAH for rescission
(under which a successful claimant has the right to receive the total amount paid for his or her securities pursuant to an
allegedly deficient prospectus, plus interest and less any income earned on the securities, in exchange for surrender of
the securities) or damages (compensation for loss on an investment caused by alleged material misrepresentations or
omissions in the sale of a security) on the basis of, for example, SPAH�s initial public offering prospectus not
disclosing that (i) SPAH may seek to amend the SPAH Certificate of Incorporation prior to the consummation of a
business combination to amend the definition of �initial business combination� to eliminate the requirement that the fair
market value of the target business equal at least 80% of the balance of SPAH�s trust account (excluding underwriting
discounts and commissions) plus the proceeds of the co-investment, (ii) SPAH may seek to amend the SPAH
Certificate of Incorporation prior to the consummation of a business combination to provide that holders of no more
than 10% of the shares (minus one share) sold in SPAH�s initial public offering vote against the merger and exercise
their conversion rights when the threshold in the current form of the SPAH Certificate of Incorporation requires no
more than 30% (minus one share), (iii) SPAH may seek to amend the Warrant Agreement upon consummation of the
merger to eliminate the requirement that the initial founder�s warrants owned by certain SPAH insiders become
exercisable only after the consummation of an initial business combination if and when the last sales price of SPAH
common stock exceeds $14.25 per share for any 20 trading days within a 30 trading day period beginning 90 days
after such business combination, (iv) that SPAH may seek to amend the terms of the Warrant Agreement to increase
the exercise price and extend the exercise period, among other things, upon consummation of the merger, and (v) that
a party other than SP II or SP Acq LLC may purchase the co-investment units. The rescission right and corresponding
liability will continue against SPAH in the event the merger is consummated.

Such claims may entitle stockholders asserting them to up to $10.00 per share, based on the initial offering price of the
units sold in SPAH�s initial public offering, each comprised of one share of common stock and a warrant to purchase
an additional share of common stock, less any amount received from the sale or fair market value of the original
warrants purchased as part of the units, plus interest from the date of SPAH�s initial public offering. In the case of
SPAH public stockholders, this amount may be more than the pro rata share of the trust account to which they are
entitled upon exercise of their conversion rights or liquidation of SPAH.

In general, a person who contends that he or she purchased a security pursuant to a prospectus which contains a
material misstatement or omission must make a claim for rescission within the applicable statute of limitations period,
which, for claims made under Section 12 of the Securities Act and some state statutes, is one year from the time the
claimant discovered or reasonably should have discovered the facts giving rise to the claim, but not more than three
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years from the occurrence of the event giving rise to the claim. A successful claimant for damages under federal or
state law could be awarded an amount to compensate for the decrease in value of his or her shares caused by the
alleged violation (including, possibly, punitive damages), together with interest, while retaining the shares. Claims
under the anti-fraud provisions of the federal securities laws must generally be brought within two years of
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discovery, but not more than five years after occurrence. Rescission and damages claims would not necessarily be
finally adjudicated by the time the merger is completed, and such claims would not be extinguished by consummation
of that transaction.

Even if you do not pursue such claims, others, who may include all other SPAH public stockholders, may do so.
Neither SPAH nor Frontier can predict whether stockholders will bring such claims or whether such claims would be
successful.

Reasons of Frontier for the Merger

The Frontier Board believes the merger is in the best interests of Frontier and the Frontier shareholders. The Frontier
Board unanimously recommends that Frontier shareholders vote for the approval of the merger agreement and the
consummation of the transactions contemplated by that agreement.

In reaching its determination to adopt the merger agreement, the Frontier Board consulted with Frontier�s management
and its financial and legal advisors, and considered a number of factors. The following is a description of the material
factors that the Frontier Board believes favor the merger:

� the ability of the merger to recapitalize and revitalize Frontier, restore its regulatory capital to well-capitalized
levels, and achieve compliance with bank regulatory requirements;

� the Frontier Board�s assessment of the financial condition of SPAH, and of the business, operations, capital
level, asset quality, financial condition and earnings of the combined company on a pro forma basis. This
assessment was based in part on presentations by Sandler O�Neill, Frontier�s financial advisor, and Keefe
Bruyette, whom Frontier retained solely to render a fairness opinion, and Frontier�s management and the results
of the due diligence investigation of SPAH conducted by Frontier�s management and financial and legal
advisors;

� the financial and growth prospects for Frontier and its shareholders of a business combination with SPAH as
compared to continuing to operate as a stand-alone entity;

� the information presented by Sandler O�Neill to the Frontier Board with respect to the merger and the opinion
of Keefe Bruyette that, as of the date of that opinion, the merger consideration is fair from a financial point of
view to the holders of Frontier common stock (see �� Opinion of Keefe Bruyette� below);

� the current and prospective economic, regulatory and competitive environment facing the financial services
industry generally, and Frontier in particular, including the continued rapid consolidation in the financial
services industry and the competitive effects of the increased consolidation on smaller financial institutions
such as Frontier;

� the fact that SPAH has agreed to: (i) employ Patrick M. Fahey as Chief Executive Officer of the combined
company, and (ii) appoint Mr. Fahey and three other members of the Frontier Board as directors of SPAH and
Frontier Bank, which are expected to provide a degree of continuity and involvement by Frontier
constituencies following the merger, in furtherance of the interests of Frontier�s shareholders, customers and
employees;

� current conditions in the U.S. capital markets, including the unavailability of other sources of capital, strategic
or other merger partners to Frontier;
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� the SPAH stock and SPAH warrants to be received in exchange for Frontier common stock pursuant to the
merger agreement and resulting pro forma ownership levels in relation to the historical trading prices of
Frontier common stock, as compared to other possible scenarios in the view of the Frontier Board�s financial
advisor;

� the current condition of Frontier and the future prospects of the business in light of the current economic
environment and the likelihood that Frontier would need to raise capital in order to protect against future loan
losses and achieve compliance with the FDIC Order and the FRB Agreement; and
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� the fact that Frontier�s existing capital resources were limiting management�s ability to effectively manage
certain problem credits.

In the course of its deliberations regarding the merger, the Frontier Board also considered the following information
that the Frontier Board determined did not outweigh the benefits to Frontier and its shareholders expected to be
generated by the merger:

� that directors and officers of Frontier have interests in the merger in addition to their interests generally as
Frontier shareholders, including change of control agreements for five of its executive officers;

� the effect of a termination fee of up to $2.5 million in favor of SPAH, including the risk that the termination fee
might discourage third parties from offering to acquire Frontier by increasing the cost of a third party
acquisition and, while SPAH has not agreed to pay Frontier any termination fee, Frontier was required to waive
any claims against the trust account, if, for example, SPAH breaches the merger agreement;

� the risk to Frontier and its shareholders that SPAH may not be able to obtain required regulatory approvals, or
necessary modifications to the FDIC Order, FRB Written Agreement and Memorandum of Understanding, and
the risk of failing to consummate the transaction;

� uncertainty about how much of SPAH�s trust account will be available for working capital after closing;

� the adverse economic and regulatory environment; and

� the pending regulatory actions against Frontier, Frontier�s noncompliance with the capital requirement imposed
by the FDIC Order, and their potential adverse impact on the profitability, operations and deposits of Frontier
Bank, and the risk of further regulatory action and penalties, including the potential closure of Frontier Bank.

The Frontier Board did not assign any relative or specific weights to the factors considered in reaching that
determination, and individual directors may have given differing weights to different factors.

Engagement of Financial Advisors

In November 2008, Frontier engaged Sandler O�Neill as a financial advisor to assist Frontier�s Board and management
in pursuing strategic alternatives. These services included, but were not limited to, the offering and sale of certain
securities of Frontier in a transaction to provide additional capital to Frontier or a possible business combination.
Pursuant to its engagement, Sandler O�Neill acted as a financial advisor to Frontier�s board of directors in connection
with the negotiation of the merger agreement. In addition, Frontier expects that Sandler O�Neill will continue to
provide ongoing advisory services to Frontier in connection with the merger, including arranging for presentations by
Frontier�s management and preparing them for such presentations. Under the terms of the engagement letter, as
amended, between Sandler O�Neill and Frontier, Sandler O�Neill has received a fee of $500,000 and upon
consummation of the merger, will receive $9.5 million payable at the closing of the merger. In addition, Sandler
O�Neill has a right of first refusal for a period of 12 months following the closing of the merger to act as a (i) a
co-manager or co-placement agent in any capital raising transaction entered into by Frontier and (ii) financial advisor
in any business combination entered into by Frontier and a second party. As a result, stockholders are advised that
Sandler O�Neill has a financial interest in the successful outcome of the merger.

The Frontier Board has also retained Keefe Bruyette solely to issue a fairness opinion for a fee of $500,000. Keefe
Bruyette was not engaged to assist Frontier, and did not participate, in the negotiation of the merger agreement,
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including the determination of the exchange ratio.

Opinion of Keefe Bruyette

By letter dated July 28, 2009, Frontier retained Keefe Bruyette to provide a fairness opinion to the Frontier Board in
connection with a possible business combination with SPAH. Keefe Bruyette is a nationally recognized investment
banking firm whose principal business specialty is financial institutions. In the ordinary course of its investment
banking business, Keefe Bruyette is regularly engaged in the valuation of financial institutions and their securities in
connection with mergers and acquisitions and other corporate transactions.
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At the July 29, 2009 meeting at which the Frontier Board considered and approved the merger agreement, Keefe
Bruyette delivered to the Frontier Board its oral opinion, subsequently confirmed in writing, that, as of such date, the
exchange ratio was fair to Frontier�s shareholders from a financial point of view. The full text of Keefe Bruyette�s
opinion is attached as Annex E to this joint proxy statement/prospectus. The opinion outlines the procedures followed,
assumptions made, matters considered and qualifications and limitations on the review undertaken by Keefe Bruyette
in rendering its opinion. The description of the opinion set forth below is qualified in its entirety by reference to the
opinion. Frontier shareholders are urged to read the entire opinion carefully in connection with their consideration of
the proposed merger.

Keefe Bruyette�s opinion speaks only as of the date of the opinion. The opinion was directed to the Frontier Board and
is directed only to the fairness of the exchange ratio to Frontier shareholders from a financial point of view. It does not
address the underlying business decision of Frontier to engage in the merger or any other aspect of the merger,
including the likelihood or the ability of Frontier or SPAH to obtain the necessary regulatory, contractual or other
consents or approvals of the merger or the relative merits of the merger as compared to any other strategic alternative
that may be available to Frontier. Keefe Bruyette�s opinion is not a recommendation to any Frontier shareholder as to
how such shareholder should vote at the special meeting with respect to the merger or any other matter.

In connection with rendering its opinion, Keefe Bruyette reviewed and considered, among other things:

1. the merger agreement;

2. the Annual Report to Stockholders and Annual Report on Form 10-K for the three years ended December 31, 2008
of Frontier;

3. the Annual Report to Stockholders and Annual Report on Form 10-K for the period from February 14, 2007
through December 31, 2007 and the year ended December 31, 2008 of;

4. certain interim reports to stockholders and quarterly reports on Form 10-Q of Frontier and SPAH and certain other
communications from Frontier and SPAH to their respective shareholders;

5. the publicly reported historical price and trading activity for Frontier�s and SPAH�s common stock, including a
comparison of certain financial and stock market information for Frontier and SPAH with similar publicly available
information for certain other companies the securities of which are publicly traded;

6. the financial terms of certain recent business combinations in the banking industry, to the extent publicly available;

7. the current market environment generally and the banking environment in particular; and

8. such other information, financial studies, analyses and investigations and financial, economic and market criteria as
they considered relevant.

Keefe Bruyette also discussed with certain members of senior management of Frontier the past and current business,
regulatory relations, financial condition, results of operations and future prospects of Frontier, including its liquidity
and capital position and funding sources and held similar discussions with certain members of senior management of
SPAH regarding the past and current business, regulatory relations, financial condition, results of operations and
future prospects of SPAH, including its liquidity and capital position and funding sources.

In performing its reviews and in rendering its opinion, Keefe Bruyette assumed and relied upon the accuracy and
completeness of all the financial information, analyses and other information that was publicly available or otherwise
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furnished to, reviewed by or discussed with it and further relied on the assurances of senior management of Frontier
and SPAH that they were not aware of any facts or circumstances that would make such information inaccurate or
misleading. Keefe Bruyette was not asked to and did not independently verify the accuracy or completeness of any of
such information and they did not assume any responsibility or liability for its accuracy or completeness. Keefe
Bruyette relied upon the management of Frontier and SPAH as to the reasonableness and achievability of the financial
and operating forecasts and projections (and the assumptions and bases therefore) provided to them, and assumed that
such forecasts and projections reflected the best currently available estimates and judgments of such managements and
that such forecasts and projections will be realized in the amounts and in
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the time periods estimated by such managements. Keefe Bruyette expressed no opinion as to such financial
projections or the assumptions on which they were based. Keefe Bruyette did not make an independent evaluation or
appraisal of the assets or property, the collateral securing assets or the liabilities, contingent or otherwise, of Frontier
or SPAH or any of their respective subsidiaries, or the collectability of any such assets, nor was it furnished with any
such evaluations or appraisals. Keefe Bruyette is not an expert in the evaluation of allowances for loan and lease
losses and it did not make an independent evaluation of the adequacy of the allowance for loan or lease losses of
Frontier or the combined entity, nor did it review any individual credit files relating to Frontier. With Frontier�s
consent, Keefe Bruyette assumed that the respective allowances for loan and lease losses for Frontier were adequate to
cover such losses and will be adequate on a pro forma basis for the combined entity.

Keefe Bruyette�s opinion was necessarily based upon market, economic and other conditions as they existed on, and
could be evaluated as of, the date of the opinion. Keefe Bruyette assumed, in all respects material to its analysis, that
all of the representations and warranties contained in the merger agreement and all related agreements are true and
correct, that each party to such agreements will perform all of the covenants required to be performed by such party
under such agreements and that the conditions precedent in the merger agreement are not waived or modified. Keefe
Bruyette also assumed, with Frontier�s consent, that there had been no material change in Frontier�s and SPAH�s assets,
financial condition, results of operations, business or prospects since the date of the last financial statements made
available to them, that Frontier and SPAH will remain as going concerns for all periods relevant to its analyses, and
that the merger will qualify as a tax-free reorganization for federal income tax purposes. Keefe Bruyette expresses no
opinion as to legal, regulatory, accounting and tax matters relating to the merger and the other transactions
contemplated by the merger agreement.

In rendering its July 29, 2009 opinion, Keefe Bruyette performed a variety of financial analyses. The following is a
summary of the material analyses performed by Keefe Bruyette, but is not a complete description of all the analyses
underlying Keefe Bruyette�s opinion. The summary includes information presented in tabular format. In order to fully
understand the financial analyses, these tables must be read together with the accompanying text. The tables alone do
not constitute a complete description of the financial analyses. The preparation of a fairness opinion is a complex
process involving subjective judgments as to the most appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances. The process, therefore, is not necessarily susceptible to a
partial analysis or summary description. Keefe Bruyette believes that its analyses must be considered as a whole and
that selecting portions of the factors and analyses considered without considering all factors and analyses, or
attempting to ascribe relative weights to some or all such factors and analyses, could create an incomplete view of the
evaluation process underlying its opinion. Also, no company included in Keefe Bruyette�s comparative analyses
described below is identical to Frontier or SPAH and no business combination reviewed by Keefe Bruyette was
comparable to the merger. Accordingly, an analysis of comparable companies involves complex considerations and
judgments concerning differences in financial and operating characteristics of the companies and other factors that
could affect the public trading values or merger transaction values, as the case may be, of Frontier or SPAH and the
companies to which they are being compared.

In performing its analyses, Keefe Bruyette also made numerous assumptions with respect to industry performance,
business and economic conditions and various other matters, many of which cannot be predicted and are beyond the
control of Frontier, SPAH and Keefe Bruyette. The analyses performed by Keefe Bruyette are not necessarily
indicative of actual values or future results, which may be significantly more or less favorable than suggested by such
analyses. Keefe Bruyette prepared its analyses solely for purposes of rendering its opinion and provided such analyses
to the Frontier Board at the July 29, 2009 meeting. Accordingly, Keefe Bruyette�s analyses do not necessarily reflect
the value of Frontier�s common stock or SPAH�s common stock or the prices at which Frontier�s or SPAH�s common
stock may be sold at any time.
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Summary of Proposal.  Keefe Bruyette reviewed the financial terms of the proposed transaction. SPAH is offering
shareholders of Frontier common stock (other than shares to be excluded or cancelled) the right to receive
.0530 shares of newly issued SPAH common stock and .0530 newly issued SPAH warrants (the exchange ratio. Based
upon the closing price of SPAH�s common stock on July 28, 2009 of $9.73, Keefe Bruyette calculated implied
consideration of $.51569 per share of Frontier common stock.
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Based upon financial information for Frontier for the twelve months ended June 30, 2009, Keefe Bruyette calculated
the following ratios:

Transaction Ratios

Transaction price/last twelve months� earnings per share NMx
Transaction price/mean First Call 2009 EPS estimates NMx
Transaction price/tangible book value per share 9.04%
Transaction price/stated book value per share 9.02%
Tangible book premium/core deposits(1) (8.9)%
Premium to market price(2) (42.06)%

(1) Core deposits exclude time deposits with balances greater than $100,000.

(2) Based on Frontier�s trailing 20 day average closing price of $.89 as of July 28, 2009.

For purposes of Keefe Bruyette�s analyses, earnings per share were based on fully diluted earnings per share. The
aggregate transaction value was approximately $24.31 million, based upon 47,131,853 shares of Frontier common
stock outstanding, including the intrinsic value of options to purchase an aggregate of 1,271,272 shares with a
weighted average strike price of $16.73.

Comparable Company Analysis.  Keefe Bruyette used publicly available information to compare selected financial
and market trading information for Frontier and a group of financial institutions headquartered in the Pacific
Northwest with total assets between $950 million and $12.5 billion selected by Keefe Bruyette, or the �Frontier Peer
Group�. The Frontier Peer Group consisted of the following publicly traded financial institutions:

Cascade Financial Corp. Pacific Continental Corp.
Columbia Bancorp* Sterling Financial Corporation
Heritage Financial Corp.* Glacier Bancorp, Inc.
Intermountain Community Bancorp* PremierWest Bancorp*
City Bank* Umpqua Holdings Corporation
West Coast Bancorp Banner Corporation*
Cascade Bancorp* Columbia Banking System, Inc.
AmericanWest Bancorporation* Horizon Financial Corp.*

In the table above, * denotes financial data for the three months ended March 31, 2009.
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The analysis compared financial information for Frontier and the median data for the financial institutions in the
Frontier Peer Group. The table below sets forth the comparative data as of and for the three months ending June 30,
2009, with pricing data as of July 28, 2009:

Frontier Peer
Group

Frontier Median

Total assets (in millions) $ 3,987 $ NM
Tangible equity/tangible assets 6.74% 8.81%
Tier 1 Risk Based Capital Ratio 8.15% 10.79%
Total Risk Based Capital Ratio 9.42% 12.60%
Return on average assets (4.91)% (.95)%
Return on average tangible equity (75.6)% (13.4)%
Net interest margin 2.21% 3.68%
Efficiency ratio 90.7% 78.5%
Transaction accounts/deposits 12.5% NA%
Loan loss reserve/loans 2.89% 2.35%
Texas Ratio 222.9% 100.4%
Reserves / Non Performing Loans 12.9% 33.2%
Nonperforming assets/Loans & OREO 23.59% 8.76%
Price/tangible book value per share 20.2% 30.0%
Price/LTM EPS (.28)x 33.2x
Price/estimated 2009 EPS NMx NAx
Price/estimated 2010 EPS NMx NAx
Dividend yield 0.00% 0.00%
Market capitalization (in millions) $ 54.2 $ NM

The publicly obtained comparative data above illustrates that Frontier�s operating metrics are of a poorer quality when
compared to its peers.

Stock Trading History.  Keefe Bruyette reviewed the history of the reported trading prices and volume of Frontier�s
common stock and the relationship between the movements in the prices of Frontier�s common stock to movements in
certain stock indices, including the KBW Regional Banking Index and the NASDAQ Bank Index,. During the
one-year period ended July 28, 2009, Frontier�s common stock underperformed each of the indices to which it was
compared.

Frontier�s One-Year Stock Performance

Ending Value
July 28, 2009

Frontier (88.0)%
NASDAQ Bank Index (22.9)%
KBW Regional Banking Index (26.9)%
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Net Present Value Analysis.  Keefe Bruyette also performed an analysis that estimated the present value of the
projected future stream of after-tax net income of Frontier through 5 years of projected financials under various
circumstances, assuming that Frontier performed in accordance with growth and operating assumptions and
projections provided by Frontiers� management. Financial data for the quarter ended June 30, 2009 was used to
generate the projections. A stress test was applied to common equity to reflect a charge off scenario that would impact
Frontier�s balance sheet and loan portfolio. A common equity raise of $250 million to $500 million was assumed in the
projections to offset the stress scenario, newly raised common equity was risk weighted 100%.
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Certain assumptions and performance targets were used throughout this analysis, they include but are not limited to:

� moderate balance sheet growth in years one and two with enhanced growth in years three through five

� year five target net interest margin of 4.75%

� year five target return on assets of 1.35%

� year five target efficiency ratio of 52%

� year five target tangible common equity ratio of 10%

� year five target total risk based capital of 15%

To approximate the terminal value of Frontier common stock after 5 years of projections, Keefe Bruyette applied price
to earnings multiple of 15x in year 5 of its analysis. The income streams and terminal values were then discounted to
present values using a discount rate of 12.5%. As illustrated in the following tables, this analysis indicated a range of
net present values available to current shareholders.

Net Present Value to Current Shareholders Aggregate ($)
Offering Amount ($000�s)

Issue Price $ $250,000 $300,000 $350,000 $400,000 $450,000 $500,000

$0.15 $ 16.75 $ 14.02 $ 12.06 $ 10.58 $ 9.42 $ 8.49
$0.25 $ 27.41 $ 23.01 $ 19.83 $ 17.42 $ 15.54 $ 14.02
$0.35 $ 37.69 $ 31.74 $ 27.41 $ 24.12 $ 21.53 $ 19.45
$0.45 $ 47.62 $ 40.21 $ 34.79 $ 30.66 $ 27.41 $ 24.78
$0.55 $ 57.21 $ 48.43 $ 41.99 $ 37.06 $ 33.17 $ 30.01
$0.65 $ 66.47 $ 56.42 $ 49.01 $ 43.32 $ 38.81 $ 35.16
$0.75 $ 75.43 $ 64.19 $ 55.86 $ 49.44 $ 44.35 $ 40.21
$0.85 $ 84.10 $ 71.74 $ 62.54 $ 55.43 $ 49.78 $ 45.17
$0.95 $ 92.49 $ 79.08 $ 69.06 $ 61.30 $ 55.11 $ 50.05

Net Present Value to Current Shareholders Per Share ($)
Offering Amount ($000�s)

Issue Price $ $250,000 $300,000 $350,000 $400,000 $450,000 $500,000

$0.15 $ 0.36 $ 0.30 $ 0.26 $ 0.22 $ 0.20 $ 0.18
$0.25 $ 0.58 $ 0.49 $ 0.42 $ 0.37 $ 0.33 $ 0.30
$0.35 $ 0.80 $ 0.67 $ 0.58 $ 0.51 $ 0.46 $ 0.41
$0.45 $ 1.01 $ 0.85 $ 0.74 $ 0.65 $ 0.58 $ 0.53
$0.55 $ 1.21 $ 1.03 $ 0.89 $ 0.79 $ 0.70 $ 0.64
$0.65 $ 1.41 $ 1.20 $ 1.04 $ 0.92 $ 0.82 $ 0.75
$0.75 $ 1.60 $ 1.36 $ 1.19 $ 1.05 $ 0.94 $ 0.85
$0.85 $ 1.78 $ 1.52 $ 1.33 $ 1.18 $ 1.06 $ 0.96
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$0.95 $ 1.96 $ 1.68 $ 1.47 $ 1.30 $ 1.17 $ 1.06

79

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 185



Table of Contents

Keefe Bruyette performed a sensitivity analysis which shows the effects of different capital infusion amounts on
Frontier�s capital levels. The table below reflects the previously mentioned stress scenario and illustrates the effects of
different capital infusion amounts on the tangible common equity, tier 1 and total risked based ratios.

Tang. Common Equity/Tang. Assets (%)
Offering Amount ($000�s)

$250,000 $300,000 $350,000 $400,000 $450,000 $500,000

6.35% 7.44% 8.51% 9.56% 10.58% 11.58%

Tier 1 Risk Based Capital (%)
Offering Amount ($000�s)

$250,000 $300,000 $350,000 $400,000 $450,000 $500,000

7.64% 8.93% 10.17% 11.38% 12.56% 13.71%

Total Risk Based Capital (%)
Offering Amount ($000�s)

$250,000 $300,000 $350,000 $400,000 $450,000 $500,000

8.89% 10.18% 11.42% 12.63% 13.81% 14.96%

In connection with its analyses, Keefe Bruyette considered and discussed with the Frontier Board how the present
value analyses would be affected by changes in the underlying assumptions, Keefe Bruyette noted that the net present
value analysis is a widely used valuation methodology, but the results of such methodology are highly dependent upon
the numerous assumptions that must be made, and the results thereof are not necessarily indicative of actual values or
future results.

The actual results achieved by the combined company may vary from projected results and the variations may be
material.

In connection with its analyses, Keefe Bruyette considered and discussed with the Frontier Board how the pro forma
analyses would be affected by changes in the underlying assumptions, including variations with respect to the growth
rate of earnings per share of each company. Keefe Bruyette noted that the actual results achieved by the combined
company may vary from projected results and the variations may be material.

Frontier has agreed to pay Keefe Bruyette a fee of $500,000 in connection with the rendering of this opinion, all of
which was paid upon Keefe Bruyette�s delivery of the opinion. Frontier has agreed to indemnify Keefe Bruyette and its
affiliates and their respective partners, directors, officers, employees, agents, and controlling persons against certain
expenses and liabilities, including liabilities under securities laws.

Keefe Bruyette has not provided investment banking services to SPAH within the past two years and currently has no
arrangements to provide investment banking services to SPAH in the future. However, Keefe Bruyette may provide
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investment banking services to SPAH, and receive compensation for, such services in the future, including during the
period prior to the closing of the merger. In the ordinary course of its business as a broker-dealer, Keefe Bruyette may
purchase securities from and sell securities to Frontier and SPAH and their respective affiliates and may actively trade
the debt and/or equity securities of Frontier and SPAH and their respective affiliates for its own account and for the
accounts of customers and, accordingly, may at any time hold a long or short position in such securities.

Certain Benefits of Directors and Officers of Frontier

When considering the recommendations of the Frontier Board, you should be aware that some directors and officers
have interests in the merger proposal that differ from the interests of other shareholders. The Frontier Board is aware
of those interests and considered them, among other matters, in approving the merger agreement and the transactions
contemplated thereby, including the following:

� Stock Ownership.  The directors, executive officers and principal shareholders of Frontier, together with their
affiliates, beneficially owned, as of the record date for the special meeting, a total of 3,103,451 shares of
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Frontier common stock, including 253,154 shares of restricted stock that has or will be vested at the time of the
merger, representing 6.56% of the total outstanding shares of Frontier common stock;

� Change of Control Agreements.  Frontier is a party to change of control agreements with five of its current
executive officers, John J. Dickson, Carol E. Wheeler, R. James Mathison, Robert W. Robinson and Lyle E.
Ryan. These agreements generally provide that in the event of a termination of employment in connection with,
or within 24 months after, a change of control, for reasons other than cause, the executive will receive a lump
sum payment on the first day of the seventh month after the termination of his or her employment in an amount
equal to two times the amount of his or her salary and bonus for the twelve months prior to the effective date of
the change of control and will continue to be covered by applicable medical and dental plans for 24 months
following termination of employment. In the event an executive, after attaining age 60, voluntarily retires
within 12 months following a change of control, the executive will receive a lump sum payment equal to one
times the amount of his or her salary and bonus, and will continue to be covered by applicable medical and
dental plans for 12 months following termination of employment. The maximum aggregate amount of such
payments (based on two times their salaries and bonuses) due to Messrs. Dickson, Mathison, Robinson and
Ryan, and Ms. Wheeler, upon such termination of their employment would be $698,250, $419,250, $409,500,
$518,020, and $368,250, respectively.

In addition, the vesting of restricted stock awards granted under Frontier�s 2006 Stock Option Plan will accelerate upon
the effective time of the merger.

� Insurance and Indemnification.  SPAH has agreed to use reasonable best efforts to maintain Frontier�s existing
policies of directors and officers liability insurance (or at SPAH�s option, obtain comparable coverage under its
own insurance policies) for a period of six years after the merger with respect to claims arising from facts or
events which occurred prior to the effective time of the merger, subject to a maximum premium limit of
$1,150,000. SPAH has also agreed to continue to provide for the indemnification of the former and current
directors, officers, employees and agents of Frontier for six years after the merger.

� Certain Employee Matters.  The merger agreement contains certain agreements of the parties with respect to
various employee matters. Following the effective time of the merger, SPAH will provide generally to the
officers and employees of Frontier employee benefits under employee benefit and welfare plans, on terms and
conditions which when taken as a whole are comparable to or better than those currently provided by Frontier
to its similarly-situated employees. For purposes of determining eligibility to participate in the vesting of
benefits and for all other purposes under the employee benefit plans post-merger, the service of the Frontier
employees prior to the effective time of the merger will be treated as service with SPAH participating in such
employee benefit plan.

� Stock Plans.  Any Frontier shares issued with respect to any Frontier options exercised prior to closing, and
restricted shares and stock awards, will be converted into the merger consideration. All Frontier stock option
and other equity-based plans, agreements and awards, will be terminated upon closing, as provided in the
plans. Frontier will notify the optionees and other employees of such termination prior to closing. Following
the consummation of the merger, SPAH will adopt such stock option or other equity plans for officers and
employees of Frontier as the SPAH Board of the combined company deems appropriate.

� Board.  The SPAH Board following the merger will be comprised of Warren G. Lichtenstein, who will serve as
Chairman of the SPAH Board, and four directors from Frontier, comprised of Patrick M. Fahey, Lucy
DeYoung, Mark O. Zenger and David M. Cuthill, each of whom currently serve on the Frontier Board. The
Frontier Bank Board will consist of five (5) directors, comprised of SPAH�s designee, John McNamara, to serve
as Chairman of the Board, and four (4) directors from Frontier, comprised of Patrick M. Fahey and three
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(3) other existing members of the Frontier Bank Board.

� Officers.  Following the merger, Mr. Fahey will serve as the Chief Executive Officer of the combined
company, and the other officers and employees of Frontier are expected to be retained in their current
positions. Neither Mr. Fahey nor any other employee will have an employment contract with SPAH following
the merger.
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At and following the effective time of the merger, SPAH will assume and honor certain Frontier severance and change
of control agreements that Frontier had with its officers and directors on July 24, 2009.

Frontier Dissenters� Rights

In accordance with Chapter 13 of the Washington Business Corporation Act (Chapter 23B.13 of the Revised Code of
Washington, the �WBCA�), Frontier�s shareholders have the right to dissent from the merger and to receive payment in
cash for the �fair value� of their Frontier common stock.

Frontier shareholders electing to exercise dissenters� rights must comply with the provisions of Chapter 13 in order to
perfect their rights. Frontier and SPAH will require strict compliance with the statutory procedures. The following is
intended as a brief summary of the material provisions of the Washington statutory procedures required to be followed
by a Frontier shareholder in order to dissent from the merger and perfect the shareholder�s dissenters� rights. This
summary, however, is not a complete statement of all applicable requirements and is qualified in its entirety by
reference to Chapter 13 of the WBCA, the full text of which is set forth in Annex F.

A shareholder who wishes to assert dissenters� rights must (i) deliver to Frontier before the vote is taken by Frontier
shareholders notice of the shareholder�s intent to demand payment for the shareholder�s shares if the merger is effected,
and (ii) not vote such shares in favor of the merger. A shareholder wishing to deliver such notice should hand deliver
or mail such notice to Frontier at the following address within the requisite time period:

Frontier Financial Corporation
Attn: Corporate Secretary
332 S.W. Everett Mall Way

P.O. Box 2215
Everett, WA 98213

A shareholder who wishes to exercise dissenters� rights generally must dissent with respect to all the shares the
shareholder owns or over which the shareholder has power to direct the vote. However, if a record shareholder is a
nominee for several beneficial shareholders some of whom wish to dissent and some of whom do not, then the record
holder may dissent with respect to all the shares beneficially owned by any one person by delivering to Frontier a
notice of the name and address of each person on whose behalf the record shareholder asserts dissenters� rights. A
beneficial shareholder may assert dissenters� rights directly by submitting to Frontier the record shareholder�s written
consent and by dissenting with respect to all the shares of which such shareholder is the beneficial shareholder or over
which such shareholder has power to direct the vote.

A shareholder who does not deliver to Frontier prior to the vote being taken by Frontier shareholders a notice of the
shareholder�s intent to demand payment for the �fair value� of the shares will lose the right to exercise dissenters� rights.
In addition, any shareholder electing to exercise dissenters� rights must either vote against the merger agreement or
abstain from voting. Submitting a properly signed proxy card that is received prior to the vote at the special meeting
(and is not properly revoked) that does not direct how the shares of Frontier common stock represented by proxy are
to be voted will constitute a vote in favor of the merger agreement and a waiver of such shareholder�s statutory
dissenters� rights.

If the merger is effected, SPAH as the surviving corporation shall, within ten days after the effective date of the
merger, deliver a written notice to all shareholders who properly perfected their dissenters� rights in accordance with
Chapter 13 of the WBCA. Such notice will, among other things: (i) state where the payment demand must be sent and
where and when certificates for certificated shares must be deposited; (ii) inform holders of uncertificated shares to
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what extent transfer of the shares will be restricted after the payment demand is received; (iii) supply a form for
demanding payment that includes the date of the first announcement to news media or to shareholders of the terms of
the proposed merger and requires that the person asserting dissenters� rights certify whether or not the person acquired
beneficial ownership of the shares before that date; (iv) set a date by which SPAH must receive the payment demand,
which date will be between 30 and 60 days after notice is delivered; and (v) be accompanied by a copy of
Chapter 23B.13 of the WBCA. A shareholder wishing to exercise dissenters� rights must timely file the
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payment demand and deliver share certificates as required in the notice. Failure to do so will cause such person to lose
his or her dissenters� rights.

Within 30 days after the merger occurs or receipt of the payment demand, whichever is later, SPAH shall pay each
dissenter with properly perfected dissenters� rights SPAH�s estimate of the �fair value� of the shareholder�s interest, plus
accrued interest from the effective date of the merger. The payment must be accompanied by: (i) the corporation�s
latest annual and quarterly financial statements; (ii) an explanation of how SPAH estimated the fair value of the
shares; (iii) an explanation of how the interest was calculated; (iv) a statement of the dissenter�s right to demand
payment under Chapter 23B.13.280 of the WBCA; and (v) a copy of Chapter 23B.13 of the WBCA. With respect to a
dissenter who did not beneficially own Frontier shares prior to the public announcement of the merger, SPAH is
required to make the payment only after the dissenter has agreed to accept the payment in full satisfaction of the
dissenter�s demands. �Fair value� means the value of the shares immediately before the effective date of the merger,
excluding any appreciation or depreciation in anticipation of the merger unless such exclusion would be inequitable.
The rate of interest is generally required to be the rate at which SPAH currently pays on its principal bank loans.

A dissenter who is dissatisfied with SPAH�s estimate of the fair value or believes that interest due is incorrectly
calculated may notify Frontier of the dissenters� estimate of the fair value and amount of interest due. If SPAH does
not accept the dissenters� estimate and the parties do not otherwise settle on a fair value then SPAH must, within
60 days, petition a court to determine the fair value.

In view of the complexity of Chapter 13 of the WBCA and the requirement that shareholders must strictly comply
with the provisions of Chapter 13 of the WBCA, shareholders of Frontier who may wish to dissent from the merger
and pursue appraisal rights should consult their legal advisors.

The Co-Investment

In connection with the initial public offering, SP II previously agreed to purchase an aggregate of 3,000,000
co-investment units at $10.00 per unit ($30.0 million in the aggregate) in a private placement that will occur
immediately prior to the consummation of the merger. Pursuant to a plan of reorganization, SP II has contributed
certain assets to the Steel Trust, a liquidating trust established for the purpose of effecting the orderly liquidation of
such assets. As a result, all of the founder�s shares and initial founder�s warrants owned by SP II have been transferred
to the Steel Trust in a private transaction exempt from registration under the Securities Act. The Steel Trust has agreed
to assume all of SP II�s rights and obligations with respect to the founder�s shares and initial founder�s warrants, as more
fully described elsewhere in this joint proxy statement/prospectus, including the obligation to purchase the
co-investment units. Since SPAH�s initial public offering prospectus disclosed that only SP II or SP Acq LLC may
purchase the co-investment units, SPAH public stockholders may have a securities law claim against SPAH for
rescission (under which a successful claimant has the right to receive the total amount paid for his or her securities
pursuant to an allegedly deficient prospectus, plus interest and less any income earned on the securities, in exchange
for surrender of the securities) or damages (compensation for loss on an investment caused by alleged material
misrepresentations or omissions in the sale of a security), as described more fully under �The Merger and the Merger
Agreement � Rescission Rights.�

The proceeds from the sale of the co-investment units will not be received by SPAH until immediately prior to the
consummation of the merger. The proceeds from the sale of the co-investment units will provide SPAH with
additional equity capital to fund the merger. If the merger is not consummated, the Steel Trust will not purchase the
co-investment units and no proceeds will deposited into SPAH�s trust account or available for distribution to SPAH�s
stockholders in the event of a liquidating distribution.
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The units purchased in the co-investment will be identical to the units sold in SPAH�s initial public offering, after
giving effect to the warrant amendment proposal, except that the warrants included therein will be non-redeemable so
long as they are held by the Steel Trust or its permitted transferees. SP II previously agreed, subject to certain
exceptions described below, not to sell or otherwise transfer any of its units, shares or warrants (including the
common stock to be issued upon exercise of these warrants) purchased in the co-investment for a period of one year
from the date of the consummation of the merger. The Steel Trust has agreed to be bound by these transfer
restrictions. The Steel Trust will be permitted to transfer its units, shares or warrants (including the common stock to
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be issued upon exercise of these warrants) purchased in the co-investment to SPAH�s officers and directors, and other
persons or entities associated or affiliated with SP II or Steel Partners, Ltd., but the transferees receiving such
securities will be subject to the same agreement regarding transfer as SP II.

Upon the sale of the co-investment units and after taking into account the issuance of approximately 2,512,000 shares
as a result of the merger and the forfeiture of 9,453,412 shares, the SPAH insiders will collectively own approximately
8.7% of SPAH�s issued and outstanding shares of common stock, which could permit them to effectively influence the
outcome of all matters requiring approval by SPAH�s stockholders at such time, including the election of directors and
approval of significant corporate transactions, following the consummation of the merger.

Stock Ownership of Existing SPAH and Frontier Stockholders After the Merger

Following the consummation of the merger, the SPAH insiders will beneficially own approximately 4,368,988 shares
of SPAH common stock (after giving effect to the forfeiture of 9,453,412 founder�s shares by SP Acq LLC and
Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker and the co-investment) and will have, through the exercise of
warrants, the right to acquire 20,822,400 additional shares of common stock (after giving effect to the co-investment),
under certain circumstances.

The percentage of SPAH�s common stock (whether voting or non-voting) that existing SPAH and Frontier
stockholders will own after the merger and the co-investment is completed will depend on whether (i) Frontier
shareholders exercise dissenters� rights, (ii) SPAH public stockholder exercise conversion rights, and (iii) any of
SPAH�s 66,624,000 outstanding warrants (after reflecting the co-investment and merger) are exercised. The table
below outlines the effect of these various scenarios on the percentage of SPAH�s voting interests that existing SPAH
and Frontier stockholders will own after the merger and the co-investment is completed, based on the number of
shares of each of SPAH and Frontier issued and outstanding as of the date of the merger agreement. Depending on the
scenario, SPAH�s stockholders will own from 94.5% to 96.1% of SPAH�s common stock after the merger and
co-investment, and Frontier will own from 3.9% to 5.5% of SPAH�s common stock after the merger and
co-investment.

10%
(Minus

10% of None of
One Share)

of

Frontier
SPAH
Public

SPAH
Public

Shareholders Stockholders Stockholders 66,622,000
Percent Ownership Exercise Conversion Conversion Warrants

SPAH Frontier Dissenters� Rights are Rights are are
Stockholders Shareholders Total Rights Exercised Exercised Exercised

95.0%(1) 5.0% 100.00% X
95.7(2) 4.3 100.00% X X
94.5(3) 5.5 100.00% X
95.5(4) 4.5 100.00% X X
95.5(5) 4.5 100.00% X X
96.1(6) 3.9 100.00% X X X
95.0(7) 5.0 100.00% X X
96.0(8) 4.0 100.00% X X X
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(1) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, the Steel Trust has agreed to convert 2,063,806 shares of common stock into Non-Voting
Common Stock upon consummation of the merger (including 1,687,500 shares acquired in connection with the
co-investment), which will result in SPAH stockholders holding 94.8% of the voting interests in SPAH and
Frontier�s shareholders holding 5.2% of the voting interests in SPAH.

(2) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, SP Acq LLC and the Steel Trust have agreed to receive Non-Voting Common Stock upon
exercise of their initial founder�s warrants, additional founder�s warrants and co-investment warrants.
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Assuming all 66,624,000 warrants are exercised and SP Acq LLC and the Steel Trust do not transfer their
securities to a non-affiliated entity, the Steel Trust will convert 2,063,806 shares of voting common stock into
shares of Non-Voting Common Stock (including 1,687,500 shares acquired in connection with the
co-investment) and SP Acq LLC and the Steel Trust will elect to receive 17,227,707 shares of Non-Voting
Common Stock upon exercise of their warrants, which will result in SPAH stockholders holding 94.8% of the
voting interests in SPAH and Frontier�s shareholders holding 5.2% of the voting interests in SPAH.

(3) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, and if 10% (minus one share) of the SPAH public stockholders exercise their conversion
rights, SP Acq LLC and the Steel Trust will convert 2,154,531 shares of voting common stock into shares of
Non-Voting Common Stock (including 1,687,500 shares acquired in connection with the co-investment), which
will result in SPAH stockholders holding 94.3% of the voting interests in SPAH and Frontier�s shareholders
holding 5.7% of the voting interests in SPAH.

(4) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, and if 10% (minus one share) of the SPAH public stockholders exercise their conversion
rights and all 66,624,000 warrants are exercised, the Steel Trust will convert 2,154,531 shares of voting common
stock into shares of Non-Voting Common Stock (including 1,687,500 shares acquired in connection with the
co-investment) and SP Acq LLC and the Steel Trust will elect to receive 17,364,343 shares of Non-Voting
Common Stock upon exercise of their warrants, which will result in SPAH stockholders holding 94.6% of the
voting interests in SPAH and Frontier�s shareholders holding 5.4% of the voting interests in SPAH.

(5) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, and if 10% of the Frontier shareholders exercise and perfect their dissenters� rights, the
Steel Trust has agreed to convert 2,063,806 shares of common stock into Non-Voting Common Stock upon
consummation of the merger (including 1,687,500 shares acquired in connection with the co-investment), which
will result in SPAH stockholders holding 95.3% of the voting interests in SPAH and Frontier�s shareholders
holding 4.7% of the voting interests in SPAH.

(6) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, and if 10% of the Frontier shareholders exercise and perfect their dissenters� rights, the
Steel Trust will convert 2,063,806 shares of voting common stock into shares of Non-Voting Common Stock
(including 1,687,500 shares acquired in connection with the co-investment) and SP Acq LLC and the Steel Trust
will elect to receive 17,253,968 shares of Non-Voting Common Stock upon exercise of their warrants, which will
result in SPAH stockholders holding 95.3% of the voting interests in SPAH and Frontier�s shareholders holding
4.7% of the voting interests in SPAH.

(7) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, and if 10% (minus one share) of the SPAH public stockholders exercise their conversion
rights and 10% of the Frontier shareholders exercise and perfect their dissenters� rights, SP Acq LLC and the Steel
Trust will convert 2,167,661 shares of voting common stock into shares of Non-Voting Common Stock
(including 1,687,500 shares acquired in connection with the co-investment), which will result in SPAH
stockholders holding 94.8% of the voting interests in SPAH and Frontier�s shareholders holding 5.2% of the
voting interests in SPAH.

(8) In order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of
voting common stock, and if 10% (minus one share) of the SPAH public stockholders exercise their conversion
rights and 10% of the Frontier shareholders exercise and perfect their dissenters� rights and all 66,624,000
warrants are exercised, the Steel Trust will convert 2,167,661 shares of voting common stock into shares of
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Non-Voting Common Stock (including 1,687,500 shares acquired in connection with the co-investment) and SP
Acq LLC and the Steel Trust will elect to receive 17,377,473 shares of Non-Voting Common Stock upon
exercise of their warrants, which will result in SPAH stockholders holding 95.1% of the voting interests in SPAH
and Frontier�s shareholders holding 4.9% of the voting interests in SPAH.

At their discretion, SP Acq LLC and/or the Steel Trust will convert their shares into voting common stock in
accordance with the SPAH Certificate of Incorporation, as amended by the Subsequent Charter Amendments and,
upon a distribution of the shares by Steel Trust to its beneficiaries, such shares will also be converted into voting
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common stock in accordance with the SPAH Certificate of Incorporation, as amended by the Subsequent Charter
Amendments.

The SPAH Board After the Merger

Under the terms of the merger agreement, SPAH will recommend for stockholder approval the election to the SPAH
Board of, Warren G. Lichtenstein and, if the merger is consummated, four directors from Frontier, comprised of
Patrick M. Fahey, Lucy DeYoung, Mark O. Zenger and David M. Cuthill, each of whom currently serve on the
Frontier Board, in each case to serve until the next annual meeting of SPAH and until their successors shall have been
elected and qualified. Upon the election of the Frontier nominees to the SPAH Board and, upon consummation of the
merger, the SPAH Board will consist of five (5) members, with Mr. Lichtenstein serving as the Chairman of the
Board. For information relating to each of these directors, see �Proposals to be Considered by SPAH Stockholders �
Proposal No. 4: The Election of Directors � About the Nominees.�

The Frontier Bank Board After the Merger

Under the terms of the merger agreement, upon consummation of the merger, the Frontier Bank Board will consist of
five (5) directors, comprised of SPAH�s designee, John McNamara, to serve as Chairman of the Board, and four
(4) directors from Frontier, comprised of Patrick M. Fahey, and three (3) other existing members of the Frontier Bank
Board. Set forth below are the principal occupations at present and for the past five years of Messrs. McNamara and
Fahey.

John McNamara, Managing Director and investment professional of Steel Partners LLC � Mr. McNamara has been
associated with Steel Partners LLC, a global management firm, and its affiliates since May 2006. Mr. McNamara has
served as a director of the Fox and Hound Restaurant Group, an owner and operator of entertainment restaurants, since
April 2008, SL Industries, Inc., a designer and manufacturer of power electronics, power motion equipment, power
protection equipment, and teleprotection and specialized communication equipment, since May 2008 and WHX
Corporation, a holding company, since February 2008. Mr. McNamara has been the Chairman of the Board of
WebBank, a wholly-owned subsidiary of Steel Partners Holdings L.P., since March 2009. He was Chief Executive
Officer from June 2008 to December 2008 of the predecessor entity of Steel Partners Holdings L.P., a global
diversified holding company that engages or has interests in a variety of operating businesses through its subsidiary
companies. From 1995 until April 2006, Mr. McNamara served in various capacities at Imperial Capital, an
investment banking firm, where his last position was Managing Director and Partner. As a member of Imperial
Capital�s Corporate Finance Group, he provided advisory services for middle market companies in the areas of mergers
and acquisitions, restructurings and financings. From 1988 to 1995, Mr. McNamara held various positions with Bay
Banks, Inc., a commercial bank, where he served in lending and work-out capacities. Mr. McNamara graduated from
Ithaca College with a B.S. in Economics.

For information relating to Patrick M. Fahey, see �Proposals to be Considered by SPAH Stockholders � Proposal No. 4:
The Election of Directors � About the Nominees.�

Management and Operations After the Merger

Each of the current executive officers of SPAH will resign upon consummation of the merger, other than Warren G.
Lichtenstein who will continue to serve as Chairman of the Board, although he will resign as President and Chief
Executive Officer of SPAH. The existing management team of Frontier will manage the business of the combined
company following the merger.
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Patrick M. Fahey (Age 67), Chief Executive Officer of Frontier � Mr. Fahey has over 40 years in the banking industry.
He has been the Chairman of the Frontier Board, Chief Executive Officer of Frontier and the Chairman of the Frontier
Bank Board since December 2008, and has been a director of Frontier and Frontier Bank since 2006. Prior to joining
the Frontier Board in 2006, he was retired after leaving Wells Fargo Bank in 2004. From 2003 to 2004, Mr. Fahey was
the Chairman of Regional Banking, Wells Fargo Bank. Prior to that, Mr. Fahey was the Chairman, President and
Chief Executive Officer of Pacific Northwest Bank from 1988 to 2003. Mr. Fahey is a graduate of Seattle University,
Pacific Coast Banking School, and the Management Program of the University Of Washington School Of Business.
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Michael J. Clementz, (Age 65), Chief Executive Officer of Frontier Bank, President of Frontier � Mr. Clementz has
been in the banking industry for over 45 years. He joined Frontier in July 2000 through the merger of Liberty Bay
Financial Corporation and North Sound Bank where he was founder, president, Chief Executive Officer and chairman.
From 2003 until 2005, Mike served as President and Chief Executive Officer of Frontier and as President of Frontier
Financial Properties from 2006 until December of 2008. He currently serves as President of Frontier and Chief
Executive Officer of Frontier Bank. He is a past president of Washington Bankers Association.

John J. Dickson (Age 48), President of Frontier Bank � Mr. Dickson has been with Frontier since April 1985. He
became president of Frontier Bank in December 2008 and was previously its Chief Executive Officer from May 2003
to November 2008. In addition he served as president and Chief Executive Officer of Frontier from January 2006
through November 2008. John spent most of his early tenure in the financial area of the bank, along with several years
in credit administration and as a loan officer. He is a graduate of the University of Puget Sound (1982), earning a BA
in business and economics. He earned his CPA designation and spent three years in the audit division of a large
accounting firm. In 1994, John graduated with honors from the Bank Administration Institute (BAI) School for Bank
Administration at the University of Wisconsin. He is past chairman of the Washington Bankers Association.

Carol E. Wheeler (Age 52), Chief Financial Officer and Secretary of Frontier � Ms. Wheeler has been with Frontier
since 1978. She established its Audit Department (1983), and she served as senior vice president and internal auditor
as the bank grew from $100 million to $2 billion, including the holding company and subsidiaries. A graduate of
Northwest Intermediate Banking School (1985), Carol received her BAI EDP Audit Certificate (1991) and her
Certified Trust Auditor (1995) from Cannon Financial Institution. She was appointed to her current position in May
2003.

Robert W. Robinson (Age 52), Executive Vice President and Chief Credit Officer of Frontier � Mr. Robinson has spent
more than 28 years in the banking industry. He joined Frontier in July 2000 through the merger of Liberty Bay
Financial Corporation. Rob was formerly the president and director of Liberty Bay Financial Corporation and North
Sound Bank. A graduate of California State University (1981), he earned a BA in finance. Rob graduated from the
University of Washington Pacific Coast Banking School (1994) and from Northwestern University Kellogg Graduate
School of Management CEO Management Program (1999). He was appointed to his current position in July 2002.

Frontier Support Agreement

Each of the Frontier insiders has executed and delivered to SPAH a support agreement in connection with the
execution of the merger agreement. In the support agreement, each individual agreed to vote the shares that he or she
owns in favor of the merger and against any competing transactions that may arise. In addition, each individual agreed
to not transfer such shares prior to the consummation of the merger as provided in the support agreement. A copy of
the support agreement is attached as Exhibit C to the merger agreement which is attached hereto as Annex A hereto.

Frontier Lock-Up Agreements

Frontier will cause each of the Frontier insiders and each other person who Frontier reasonably believes may be
deemed an �affiliate� of Frontier for purposes of Rule 145 under the Securities Act, to deliver to SPAH not later than
30 days prior to the effective time of the merger, a written agreement, in substantially the form of Exhibit D to the
merger agreement, which is attached as Annex A hereto, providing that such person will not sell, pledge, transfer or
otherwise dispose of the shares of SPAH common stock or warrants of SPAH for a one year period ending on the first
anniversary of the consummation of the merger, except in compliance with applicable provisions of the Securities Act
and the rules and regulations thereunder.

Accounting Treatment of the Merger
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acquiring entity for accounting purposes pursuant to the provisions SFAS 141R. Pursuant to the requirements of
SFAS 141R, SPAH is expected to be the acquirer for accounting purposes because SPAH is expected to own a

87

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 201



Table of Contents

majority interest upon consummation of the merger and the co-investment. Determination of control places emphasis
on the stockholder group that retains the majority of voting rights in the combined entity. If the accounting acquirer
cannot be determined based upon relative voting interests, other indicators of control are considered in the
determination of the accounting acquirer, including: control of the combined entity�s board of directors, the existence
of large organized minority groups, and senior management of the combined entity.

SFAS 141R requires, among other things, that most assets acquired and liabilities assumed be recognized at their fair
values as of the merger date. In addition, SFAS No. 141R establishes that the consideration transferred include the fair
value of any contingent consideration arrangements and any equity or assets exchanged are measured at the closing
date of the merger at the then-current market price.

Regulatory Filings and Approvals Required to Complete the Merger

SPAH and Frontier have agreed to obtain all regulatory approvals required to consummate the transactions
contemplated by the merger agreement, which include approval from the Federal Reserve and the Washington DFI,
each as detailed below. The merger cannot proceed in the absence of these regulatory approvals. Any approval granted
by these federal and state bank regulatory agencies may include terms and conditions more onerous than SPAH�s
management contemplates, and approval may not be granted in the timeframes desired by SPAH and Frontier.
Regulatory approvals, if granted, may contain terms that relate to deteriorating economic conditions both nationally
and in Washington; bank regulatory supervisory reactions to the current economic difficulties may not be specific to
Bank or SPAH. Although SPAH and Frontier expect to obtain the timely required regulatory approvals, there can be
no assurance as to if or when these regulatory approvals will be obtained, or the terms and conditions on which the
approvals may be granted.

As noted, the merger is subject to the prior approval of the Federal Reserve. SPAH filed an application with the
Federal Reserve on August 12, 2009. In evaluating the merger, the Federal Reserve is required to consider, among
other factors, (1) the financial condition, managerial resources and future prospects of the institutions involved in the
transaction; and (2) the convenience and needs of the communities to be served, and the record of performance under
the CRA. The BHC Act, and Regulation Y prohibit the Federal Reserve from approving the merger if:

� it would result in a monopoly or be in furtherance of any combination or conspiracy to monopolize or attempt
to monopolize the business of banking in any part of the United States; or

� its effect in any area of the country could be to substantially lessen competition or to tend to create a monopoly,
or if it would result in a restraint of trade in any other manner, unless the Federal Reserve should find that any
anti-competitive effects are outweighed clearly by the public interest and the probable effect of the merger in
meeting the convenience and needs of the communities to be served.

The merger may not be consummated any earlier than the 15th day (or the 5th day if expedited processing is granted
by the Federal Reserve) following the date of approval of SPAH�s bank holding company application by the Federal
Reserve, during which time the United States Department of Justice is afforded the opportunity to challenge the
merger on antitrust grounds. The commencement of any antitrust action would stay the effectiveness of the approval
of the Federal Reserve, unless a court of competent jurisdiction were to specifically order otherwise.

The merger also is subject to the prior approval of the Washington DFI. SPAH filed an application with the
Washington DFI on August 14, 2009. The Washington DFI may disapprove a change of control of a state bank within
60 days of the filing of a complete application (or for an extended period not exceeding an additional 15 days) if it
determines that the transaction is not in the public interest and for other reasons specified under Washington law.
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The Merger Agreement

The following summary of the material provisions of the merger agreement does not purport to describe all of the
terms of the merger agreement. The following summary is qualified by reference to the complete text of the merger
agreement, a copy of which is attached as Annex A to this joint proxy statement/prospectus and incorporated herein
by reference. We urge you to read the full text of the merger agreement in its entirety for a more complete description
of the terms and conditions of the merger.
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Structure of the Merger

The merger agreement provides for the merger of Frontier with and into SPAH. SPAH will be the surviving
corporation in the merger, change its name to Frontier Financial Corporation and be headquartered in Everett,
Washington. Frontier Bank, a wholly owned subsidiary of Frontier, will become a wholly owned subsidiary of SPAH
following the merger. Each share of Frontier common stock issued and outstanding at the effective time of the merger
will be converted into 0.0530 shares of newly issued SPAH common stock and 0.0530 newly issued warrants of
SPAH, having the same terms and conditions as the publicly traded SPAH warrants immediately prior to the effective
time of the merger (as defined below), after giving effect to the warrant amendment proposal. Based on the closing
prices of Frontier�s and SPAH�s common stock on July 28, 2009 of $1.15 and $9.73, respectively, which was the last
trading day prior to the date of the signing of the merger agreement, Keefe Bruyette calculated an implied
consideration of $0.51569 per share of Frontier common stock. However, based on current market prices, the implied
consideration may be less than the market price of Frontier common stock.

Following the merger, the surviving corporation will file a second amended and restated certificate of incorporation
substantially in the form attached as Annex C to this joint proxy statement/prospectus, incorporating the Initial Charter
Amendments and Subsequent Charter Amendments being considered by SPAH stockholders at the special meeting of
stockholders, assuming they are adopted. In addition, the provisions of Article SIXTH will be removed from the
SPAH Certificate of Incorporation to reflect that, pursuant to their terms, they are terminated automatically with no
action required by the SPAH Board or the stockholders in the event an initial business combination, such as the
merger with Frontier, is consummated.

Upon consummation of the merger with Frontier, the funds currently held in SPAH�s trust account, less (i) any
amounts paid to stockholders who exercise their conversion rights and (ii) the deferred underwriting compensation to
the extent paid in cash, and proceeds from the co-investment will be released to SPAH. SPAH intends to pay any
additional expenses related to the merger and hold the remaining funds as capital pending use for general corporate
and strategic purposes. Such purposes could include increasing the capital of Frontier Bank, future mergers and
acquisitions, branch construction, asset purchases, payment of dividends, repurchases of shares of SPAH common
stock and general corporate purposes. Until such capital is fully leveraged or deployed, SPAH may not be able to
successfully deploy such capital and SPAH�s return on equity could be negatively impacted.

Closing and Effective Time of the Merger

The merger and other transactions contemplated by the merger agreement shall become effective on the date and time
stated in the Certificate of Merger reflecting the merger to be filed and become effective with the Secretary of State of
the State of Delaware as provided in Section 252 of the DGCL and the Articles of Merger reflecting the merger to be
filed and become effective with the Secretary of State of the State of Washington. The closing of the merger and other
transactions contemplated by the merger agreement will take place at 9:00 A.M. Eastern Time on the date that the
effective time occurs, or at such other time as the parties, acting through their authorized officers, may mutually agree.

Merger Consideration

If you are a Frontier shareholder, as a result of the merger, each share of Frontier common stock you own immediately
prior to the completion of the merger will be automatically converted into the right to receive 0.0530 shares of newly
issued SPAH common stock and 0.0530 newly issued warrants of SPAH, having the same terms and conditions as the
publicly traded SPAH warrants immediately prior to the effective time of the merger, after giving effect to the warrant
amendment proposal.
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As of the record date for the Frontier special meeting, Frontier had 47,131,853 shares of common stock issued and
outstanding. Based on the exchange ratio of 0.0530, SPAH would issue approximately 2,512,000 shares of SPAH
common stock and approximately 2,512,000 newly issued warrants to purchase shares of SPAH common stock in
consideration of the merger. Accordingly, SPAH would have then issued and outstanding approximately
50,170,588 shares of SPAH common stock based on the number of shares of SPAH common stock issued and
outstanding on the record date for SPAH�s special meeting of stockholders (as adjusted to reflect the forfeiture of
9,453,412 founder�s shares by SP Acq LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker and the
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co-investment and assuming no outstanding options, warrants or conversion rights are exercised) and
66,624,000 warrants based on the number of warrants of SPAH issued and outstanding on the record date for SPAH�s
special meeting of warrantholders (as adjusted to reflect the co-investment). Based on the closing price of SPAH
common stock and warrants of $9.81 and $0.38, respectively, on September 17, 2009, the total value of the
consideration SPAH will pay in the merger to the stockholders of Frontier is approximately $25,597,280 million.

No assurance can be given that the current fair market value of SPAH common stock or warrants will be equivalent to
the fair market value of SPAH common stock or warrants on the date that stock or warrants are received by a Frontier
shareholder or at any other time. The fair market value of SPAH common stock or warrants received by a Frontier
shareholder may be greater or less than the current fair market value of SPAH due to numerous market factors.

Based on the closing price of SPAH�s common stock on July 28, 2009 of $9.73, which was the last trading day prior to
the date of the signing of the merger agreement, Keefe Bruyette calculated an implied consideration of $0.51569 per
share of Frontier common stock. However, based on current market prices, the implied consideration may be less than
the market price of Frontier common stock.

Fractional Shares

No fractional shares of SPAH common stock or warrants will be issued to any holder of Frontier common stock in the
merger. If a holder of shares of Frontier common stock exchanged pursuant to the merger would be entitled to receive
a fractional interest of a share of SPAH common stock or warrant, SPAH will round up or down the number of
common stock or warrants of SPAH to be issued to the Frontier shareholder to the nearest whole number of shares of
common stock or warrants.

Treatment of Stock Options, Stock Appreciation Rights and Restricted Stock

Upon completion of the merger, each award, option, or other right to purchase or acquire shares of Frontier common
stock pursuant to stock options, stock appreciation rights, or stock awards granted by Frontier under Frontier�s stock
incentive plans, equity compensation plans and stock option plans, which are outstanding immediately prior to the
merger, whether or not vested, will be cancelled. Each outstanding share of Frontier restricted stock will vest at the
time of the merger, and be converted into and become rights with respect to SPAH common stock.

Exchange of Certificates

As soon as reasonably practicable after the effective time of the merger, SPAH shall cause the exchange agent
selected by SPAH, which shall be an independent transfer agent or trust company, to mail appropriate transmittal
materials to each record holder of Frontier common stock for use in effecting the surrender and cancellation of those
certificates in exchange for SPAH common stock and SPAH warrants. Risk of loss and title to the certificates will
remain with the holder until proper delivery of such certificates to SPAH by Frontier�s shareholders. After the effective
time of the merger, each holder of shares of Frontier common stock, except holders exercising dissenters� rights, issued
and outstanding at the effective time must surrender the certificate or certificates representing their shares of Frontier
common stock to SPAH and will, as soon as reasonably practicable after surrender, receive the consideration they are
entitled to under the merger agreement (without interest). SPAH will not be obligated to deliver the consideration to
which any former holder of Frontier common stock is entitled until the holder surrenders the certificate or certificates
representing his or her shares for exchange. The certificate or certificates so surrendered must be duly endorsed as the
exchange agent may require. SPAH, the exchange agent or Frontier or any subsidiary of Frontier will not be liable to a
holder of Frontier common stock for any property delivered in good faith to a public official pursuant to any
applicable abandoned property, escheat or similar law.
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record holders of certificates that represented outstanding Frontier common stock immediately prior to the effective
time of the merger will have no rights with respect to the certificates for Frontier common stock other than the right to
surrender the certificates and receive the merger consideration in exchange for the certificates.
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Each of SPAH and the exchange agent will be entitled to deduct and withhold from the consideration otherwise
payable pursuant to the merger agreement to any holder of shares of Frontier common stock such amounts, if any, as it
is required to deduct and withhold with respect to the making of such payment under the Code or any provision of
state, local or foreign tax law or by any taxing authority or governmental authority.

SPAH stockholders will not be required to exchange certificates representing their shares of SPAH common stock or
otherwise take any action after the merger is completed.

Representations and Warranties

The merger agreement contains a number of representations and warranties that each of Frontier and SPAH have
made to each other. These representations and warranties relate to the following:

� Organization, Standing and Power;

� Authority; No Breach By the Agreement;

� Capital Stock;

� Subsidiaries;

� Exchange Act Filings; Securities Offerings; Financial Statements;

� Absence of Undisclosed Liabilities;

� Absence of Certain Changes or Events;

� Tax Matters;

� Assets;

� Intellectual Property;

� Environmental Matters;

� Compliance with Laws;

� Labor Relations;

� Employee Benefit Plans;

� Material Contracts;

� Properties and Leases;

� Legal Proceedings;

� Reports;
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� Books and Records;

� Independence of Directors;

� Tax and Regulatory Matters; Consents;

� Brokers and Finders;

� Board Recommendation; and

� Statements True and Correct.

The merger agreement contains additional representations and warranties of Frontier relating to the following:

� Allowance for Possible Loan Losses; Loan and Investment Portfolio, etc.;

� Privacy of Customer Information;

� Loans to Executive Officers, Directors and Principal Shareholders;
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� Fiduciary Activities;

� State Takeover Laws;

� Stockholders� Support Agreements;

� Opinion of Financial Advisor;

� No Participation In TARP; and

� Approvals;

The merger agreement contains additional representations and warranties of SPAH relating to the following:

� Loans to Executive Officers and Directors;

� SPAH Trust Fund; and

� Prior Business Operations.

Conduct of Business Pending Consummation of the Merger

Under the merger agreement, each of SPAH and Frontier has agreed, except as otherwise contemplated by the merger
agreement or with the prior consent of the other party, and to cause its subsidiaries to:

� operate its business only in the usual, regular, and ordinary course;

� use reasonable efforts to preserve intact its business organization and assets and maintain its rights and
franchises;

� use reasonable efforts to cause its representations and warranties to be correct at all times;

� use reasonable efforts to provide all information requested by a party related to loans or other transactions
made by the other party with a value equal to or exceeding $1,000,000;

� consult with the other party prior to entering into or making any loans or other transactions with a value equal
to or exceeding $1,000,000; and

� take no action which would (1) adversely affect the ability of any party to obtain any consents required for the
transactions contemplated by the merger agreement without imposition of a condition or restriction which, in
the reasonable judgment of the SPAH Board or Frontier Board, would so materially adversely impact the
economic or business benefits of the transactions contemplated by the merger agreement as to render
inadvisable the consummation of the merger, or (2) materially adversely affect the ability of either party to
perform its covenants and agreements under the merger agreement.

In addition, each of SPAH and Frontier has agreed in the merger agreement not to take certain actions or agree or
commit to take certain actions, or permit its subsidiaries to take or agree or commit to take certain actions pending
consummation of the merger without the prior consent of the other party and except as otherwise expressly
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contemplated by the merger agreement. Such actions include, without limitation:

� except as contemplated by the merger agreement, amending its certificate of incorporation, articles of
incorporation, bylaws, or other governing corporate instruments;

� in the case of Frontier only, modifying Frontier Bank�s lending policy;

� incurring any obligation for borrowed money in excess of an aggregate of $1,000,000, except in the ordinary
course of business consistent with past practices and that are prepayable without penalty, charge or other
payment, or imposing or suffering the imposition of any lien on any asset or permit a lien to exist, with certain
limited exceptions;

� repurchasing, redeeming or otherwise acquiring or exchanging (other than exchanges in the ordinary course
under employee benefit plans) any shares, or securities convertible into any shares, of the capital stock of
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SPAH or Frontier or any Frontier subsidiary or declaring or paying any dividend or making any other
distribution in respect of either party�s common stock;

� subject to certain limited exceptions, issuing, selling, or pledging, encumbering, authorizing the issuance of,
entering into any contract to issue, sell, pledge, encumber, or authorize the issuance of, or otherwise permit to
become outstanding any additional shares of SPAH or Frontier common stock, any capital stock of any of
Frontier�s subsidiaries or any rights to acquire any such shares;

� adjusting, splitting, combining or reclassifying any SPAH or Frontier capital stock or the capital stock of any
Frontier subsidiary, or issuing or authorizing the issuance of any other securities in respect of, or in substitution
for, shares of SPAH or Frontier common stock, or selling, leasing, mortgaging or otherwise disposing of, in the
case of Frontier only, any shares of capital stock of any subsidiary, and, in the case of either SPAH or Frontier,
any asset, other than in the ordinary course for reasonable and adequate consideration;

� purchasing any securities or making any material investments in any person or otherwise acquiring direct or
indirect control over any person, except in the ordinary course of business consistent with past practice, subject
to certain limited exceptions;

� granting any bonus or increase in compensation or benefits to the employees, officers or directors of SPAH or
Frontier or any Frontier subsidiary (subject to certain limited exceptions), committing or agreeing to pay any
severance or termination pay, or any stay or other bonus to any SPAH or Frontier director, officer or employee,
as applicable, entering into or amending any severance agreements with officers, employees, directors,
independent contractors or agents of SPAH or any Frontier subsidiary, changing any fees or other
compensation or other benefits to directors of SPAH or Frontier or any Frontier subsidiary, or waiving any
stock repurchase rights, accelerating, amending or changing the period of exercisability of any rights or
restricted stock, as applicable, or in the case of Frontier, repricing rights granted under its stock incentive plans,
equity compensation plans and stock option plans or authorizing cash payments in exchange for any rights, or
accelerating or vesting or committing or agreeing to accelerate or vest any amounts, benefits or rights payable
by SPAH or Frontier or any Frontier subsidiary;

� entering into or amending (unless required by law) any employment contract that does not give SPAH, Frontier
or the Frontier subsidiary the unconditional right to terminate the agreement following the effective time of the
merger without liability other than for services already rendered;

� entering into any severance or change of control agreements or arrangements, or deferred compensation
agreements or arrangements between SPAH, Frontier or the Frontier subsidiary and any person;

� subject to certain limited exceptions relating to requirements of law and maintaining tax qualified status,
adopting any new employee benefit plan or terminating or withdrawing from or materially changing any
existing employee benefit plans, welfare plans, insurance, stock or other plans, or making any distributions
from such employee benefit or welfare plans, except as required by law, the terms of such plans or consistent
with past practice;

� making any change in any tax or accounting methods or systems of internal accounting controls, except,
without the review and consent of the other party, as may be appropriate and necessary to conform to changes
in tax laws, regulatory accounting requirements or generally accepted accounting principles or file any
amended tax return, enter into any closing agreement, settle any tax claim or assessment relating to SPAH or
Frontier or any Frontier subsidiary, as applicable, surrender any right to claim a refund of taxes, consent to any
extension or waiver of the limitation period applicable to any tax claim or assessment relating to SPAH or
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tax return or the payment of any tax;

� commencing any litigation other than in accordance with past practice (including collection and foreclosure by
Frontier on defaulted loans) or settling any litigation involving any liability in excess of $500,000 individually
or $1,000,000 in the aggregate for money damages or restrictions on the operations of SPAH or Frontier or any
Frontier subsidiary;
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� entering into, modifying, amending, or terminating any material contract (including any loan contract with
respect to any extension of credit with an unpaid balance exceeding $1,000,000) or waiving, releasing,
compromising or assigning any material rights or claims, or, in the case of Frontier, making any adverse
changes in the mix, rates, terms, or maturities of Frontier Bank�s deposits and other liabilities; or

� taking any action or failing to take any action that at the time of such action or inaction is reasonably likely to
prevent, or would be reasonably likely to materially interfere with, the consummation of the merger.

Additional Agreements

The merger agreement also contains additional agreements of the parties, including the following, among others:

� No Claims against SPAH Trust Fund.  Frontier agrees that it does not have any claim to, or have the right to
make any claim against the trust fund established for the benefit of the SPAH public stockholders for any
monies that may be owed to it by SPAH;

� Registration Statement; Joint Proxy Statement.  Each of SPAH and Frontier will cooperate in the preparation of
any filings to be made with the SEC by either party. SPAH and Frontier will prepare, and SPAH shall file with
the SEC, a registration statement on Form S-4, of which this joint proxy statement/prospectus forms a part,
which shall include a prospectus for the issuance of shares of SPAH common stock and warrants in the merger,
a proxy statement of SPAH for use in connection with the solicitation of proxies for the SPAH stockholders�
meeting, a proxy statement of Frontier for use in connection with the solicitation of proxies for the Frontier
shareholders� meeting, and a proxy statement of SPAH for use in connection with the solicitation of proxies for
the SPAH warrantholders� meeting. Each of SPAH and Frontier has agreed to use its commercially reasonable
efforts to cause the registration statement to be filed within ten (10) business days of the date of the merger
agreement, have the registration statement declared effective by the SEC as promptly as reasonably practicable
after such filing with the SEC and have agreed to fully cooperate with the other party hereto and its respective
representatives in the preparation of this joint proxy statement/prospectus. As soon as reasonably practicable
after this joint proxy statement/prospectus is declared effective by the SEC, SPAH and Frontier shall cause this
joint proxy statement/prospectus to be mailed to their respective stockholders;

� Other Offers.  The merger agreement provides that neither SPAH or Frontier nor any of their respective
affiliates and representatives will solicit any acquisition proposal (generally, a tender offer or proposal for a
merger, asset acquisition or other business combination which would compete with the merger). SPAH and
Frontier have also agreed not to and not to permit their respective affiliates and representatives to furnish any
confidential information, negotiate, or enter into any contract, with respect to any acquisition proposal.
However, the merger agreement also provides that either party may furnish nonpublic information regarding
itself and may enter into a confidentiality agreement or discussions or negotiations in response to a bona fide
unsolicited written acquisition proposal if: (i) such party has not violated any of the restrictions against
soliciting acquisition proposals; (ii) its board of directors, in its good faith judgment believes (based on, among
other things, the advice of its financial advisor) that such acquisition proposal constitutes a superior proposal;
(iii) its board of directors concludes in good faith, after consultation with and receipt of a written opinion from
its outside legal counsel, that the failure to take such action would be inconsistent with its fiduciary duties, to
its stockholders; (iv) (1) at least five business days prior to furnishing any such nonpublic information to, or
entering into discussions or negotiations, the party gives the other party written notice of such party�s intention
to furnish nonpublic information to, or enter into discussions or negotiations and the identity of such
prospective purchaser, and (2) such party receives from such prospective purchaser an executed confidentiality
agreement containing terms no less favorable to the disclosing party than the confidentiality terms of the
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previously furnished by such party). In addition, each of SPAH and Frontier have agreed to provide the other
party with at least five business days� prior written notice of a meeting of its board of directors at which meeting
such board of directors is reasonably expected to resolve
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to recommend the acquisition proposal to its stockholders and together with such notice, a copy of the most
recently proposed documentation or revisions relating to the acquisition proposal;

� Consents of Regulatory Authorities.  SPAH and Frontier have agreed to cooperate with each other and use
commercially reasonable efforts to promptly prepare and file all necessary documentation and applications, to
effect all applications, notices, petitions and filings, and to obtain as promptly as practicable all consents of all
regulatory authorities and other persons which are necessary or advisable to consummate the merger and the
transactions contemplated by the merger agreement;

� Agreement as to Efforts to Consummate.  SPAH and Frontier have each agreed to use commercially reasonable
efforts to take such actions as are necessary, proper or advisable to consummate the merger;

� Investigation and Confidentiality.  The protection of confidential information of the parties and, subject to the
confidentiality requirements, the provision of reasonable access to information. SPAH and Frontier agree to
keep each other advised of all material developments relevant to its business and the consummation of the
merger;

� Employee Benefits and Contracts.  Following the effective time, SPAH shall provide generally to officers and
employees of Frontier or Frontier�s subsidiary, employee benefits under employee benefit and welfare plans
(other than stock option or other plans involving the potential issuance of SPAH Common Stock) on terms and
conditions which when taken as a whole are comparable to or better than those then provided by Frontier or
Frontier�s subsidiary to their similarly situated officers and employees. In addition, following the effective time,
SPAH will adopt such stock option or other equity plans for officers and employees of Frontier or Frontier�s
subsidiary as the SPAH Board (post-merger) deems appropriate. Following the effective time, SPAH will
assume and honor certain Frontier severance and change of control agreements; and

� Indemnification.  The merger agreement provides that, for a period of six years following the effective time of
the merger, SPAH will indemnify the officers, directors, employees and agents of Frontier with respect to all
acts or omissions by them in their capacities as such at or prior to the effective time to the fullest extent
permitted by law (including with respect to advancement of expenses and whether or not SPAH is insured
against any such matter). The merger agreement further requires the combined company to, for a period of six
years following the effective time of the merger, use commercially reasonable efforts to maintain coverage
under Frontier�s existing officers� and directors� liability insurance policy (or a substitute policy with coverage
and amounts no less favorable than those Frontier maintained for its directors prior to the merger under the
existing Frontier officers� and directors� liability insurance policy), provided, that neither Frontier nor SPAH will
be obligated to make aggregate premium payments longer than six years in respect of such policy (or coverage
replacing such policy) and which exceed, for the portion related to Frontier�s directors and officers, 400% of the
annual premium payments on Frontier�s current policy.

Conditions to the Closing of the Merger

The obligations of SPAH and Frontier to consummate the merger are subject to the satisfaction or waiver (to the
extent permitted) of several conditions, including:

� The Initial Charter Amendments and the Subsequent Charter Amendments must have been approved by SPAH
stockholders;

� Holders of two-thirds of the outstanding shares of Frontier must have approved the merger proposal and both
(1) holders of a majority of the outstanding shares of SPAH common stock entitled to vote at the special
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person or by proxy, in favor of the merger, and the SPAH public stockholders owning 10% or more of the
shares sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights;

� The warrant amendment proposal must have been approved by SPAH warrantholders;

� The required regulatory approvals described under �� Regulatory Approvals� must have been received, generally
without any conditions or requirements;
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� Each party must have received all consents required for consummation of the merger and for the prevention of
a default under any contract or permit of such party which, if not obtained or made, is reasonably likely to
have, individually or in the aggregate, a material adverse effect on such party;

� No court or governmental authority may have taken any action which prohibits, restricts, or makes illegal the
consummation of the transactions contemplated by the merger agreement;

� The shares of SPAH common stock to be issued as consideration in the merger will have been approved for
listing on the NYSE AMEX or the Nasdaq Global Market, subject to official notice of issuance;

� The registration statement shall have become effective under the Securities Act and no stop order suspending
the effectiveness of the registration statement shall have been issued and no proceedings for that purpose shall
have been initiated or threatened by the SEC;

� The representations and warranties of SPAH and Frontier in the merger agreement must be true and correct,
without any qualifications, subject to an exception generally for inaccuracies with an aggregate effect not likely
to have a material adverse effect on the applicable party, and the other party must have performed all of the
agreements and covenants to be performed by it pursuant to the merger agreement, and must have delivered
certificates confirming satisfaction of the foregoing requirements and certain other matters;

� Each Frontier insider will have executed and delivered to SPAH a support agreement as described above. Each
of Frontier insider and each other person whom Frontier reasonably believes may be deemed an �affiliate� of
Frontier for purposes of Rule 145 under the Securities Act will have executed and delivered to SPAH the
lock-up agreements as described above;

� SPAH will have received from Continental Stock Transfer & Trust Company a duly executed Warrant
Amendment Agreement;

� There must not have been since the date of the merger agreement any material changes in the members of the
Frontier Board or Frontier management;

� Each party will have received certain legal opinions and tax opinions from its outside counsel and Frontier will
have received an opinion as to the fairness from a financial point of view of the merger consideration to its
shareholders;

� Each of (i) FDIC Order, (ii) the FRB Written Agreement, and (iii) the Memorandum of Understanding, will
have been modified in a manner reasonably acceptable to SPAH, including by the elimination of certain
provisions and consequences related thereto;

� Holders of no more than 10% of the outstanding shares of Frontier common stock entitled to vote on the
merger will have exercised their dissenters� rights;

� SP Acq LLC will have forfeited 8,987,883 of its founder�s shares and Messrs. Bergamo, LaBow, Lorber,
Toboroff and Walker will have forfeited 465,530 of its founder�s shares;

� SPAH will have taken all necessary action to allow the distribution of all the assets in the trust account to
SPAH in the merger at the effective time of the merger;
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� There must not have been since the date of the merger agreement and the effective time, occurred or be
threatened, no event related to or involving Frontier/or its subsidiaries which is reasonably likely, individually
or in the aggregate to have an a material adverse effect; and

� Frontier shall have received the required third-party consents.

Termination

Notwithstanding the approval of the merger proposal by SPAH and Frontier stockholders, we can mutually agree at
any time to terminate the merger agreement at any time prior to the effective time:

� By mutual written agreement of SPAH and Frontier;
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� By either party if the other party is in breach of any of its representations, warranties or covenants under the
merger agreement which cannot be or has not been cured within 5 days after the giving of written notice by the
non-breaching party to the breaching party of such breach;

� By either party in the event (i) any consent of any regulatory authority required for consummation of the
merger and the other transactions contemplated hereby shall have been denied by final nonappealable action of
such authority or if any action taken by such authority is not appealed within the time limit for appeal, (ii) any
law or order permanently restraining, enjoining or otherwise prohibiting the consummation of the merger shall
have become final and nonappealable, (iii) the stockholders of SPAH or Frontier fail to vote their approval of
the matters relating to the merger agreement and the transactions contemplated thereby at SPAH�s special
meeting of stockholders or Frontier�s special meeting of shareholders, respectively, where such matters were
presented to such stockholders for approval and voted upon, or (iv) if applicable, holders of 10% or more of the
shares sold in or subsequent to SPAH�s initial public offering vote against the merger and elect to exercise their
conversion rights;

� By either party in the event that the merger shall not have been consummated by December 31, 2009, in the
event SPAH extends its corporate life beyond October 10, 2009;

� By either party if the other party�s board of directors fails to reaffirm its approval upon the other party�s request
for such reaffirmation of the merger or if such other party�s board of directors resolves not to reaffirm the
merger;

� By either party if the other party�s board of directors fails to include in the joint proxy statement/prospectus its
recommendation, without modification or qualification, that the stockholders approve the merger or if the
party�s board of directors withdraws, qualifies, modifies, proposes publicly to withdraw, qualify, or modify, in a
manner adverse to the other party, the recommendation that the stockholders approve the merger;

� By either party if the other party�s board of directors affirms, recommends, or authorizes entering into any
acquisition transaction other than the merger or, within 10 business days after commencement of any tender or
exchange offer for any shares of its common stock, the other party�s board of directors fails to recommend
against acceptance of such tender or exchange offer or takes no position with respect to such tender or
exchange offer;

� By either party if the other party�s board of directors negotiates or authorizes the conduct of negotiations (and
five business days have elapsed without such negotiations being discontinued) with a third party regarding an
acquisition proposal other than the merger; or

� By either party if the party terminating is not in material breach of any representation, warranty, or covenant, or
other agreement in the merger agreement, and prior to the adoption of the merger proposal by the stockholders,
the other party�s board of directors has (1) withdrawn or modified or changed its recommendation of approval
of the merger agreement in a manner adverse to the terminating party in order to approve and permit the other
party to accept a superior proposal and (2) determined, after consultation with, and the receipt of advice from
outside legal counsel to the other party, that the failure to take such action as described in the preceding
clause (1) would be likely to result in a breach of the board of directors� fiduciary duties under applicable law,
provided, however, that at least five business days prior to any such termination, the terminating party shall,
and shall cause its advisors to, negotiate with the other party, if such party elects to do so, to make such
adjustments in the terms and conditions of the merger agreement as would enable the other party to proceed
with the merger on the adjusted terms.
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Expenses and Termination Fees

The merger agreement provides that, subject to certain exceptions, each party will be responsible for its own direct
costs and expenses incurred in connection with the transactions contemplated by the merger agreement.

The merger agreement provides that if:

� (i) SPAH terminates the merger agreement due to a breach by Frontier, (ii) either party terminates due to the
failure of Frontier to obtain stockholder approval, (iii) either party terminates due to the failure to
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consummate the merger by December 31, 2009, in the event SPAH extends its corporate life beyond
October 10, 2009, and, in the case of a termination under clause (ii) or (iii) above, (x) there has been publicly
announced and not withdrawn another acquisition proposal relating to Frontier or (y) Frontier has failed to
perform and comply in all material respects with any of its obligations, agreements or covenants required by
the merger agreement, and within 12 months of such termination Frontier either (A) consummates an
acquisition transaction (other than the merger with SPAH) or (B) enters into a definitive agreement with
respect to an acquisition transaction (other than the merger with SPAH), whether or not such acquisition
transaction is subsequently consummated (but changing, in the case of (A) and (B), the references to 5% and
90% amounts in the definition of, acquisition transaction in the merger agreement, to 50% and 80%,
respectively); or

� SPAH terminates the merger agreement (i) due to the failure of the Frontier Board to reaffirm its approval upon
SPAH�s request for such reaffirmation of the merger or if the Frontier Board resolves not to reaffirm the
merger, (ii) due to the failure of the Frontier Board to include in the joint proxy statement/prospectus its
recommendation, without modification or qualification, that the Frontier stockholders approve the merger or if
the Frontier Board withdraws, qualifies, modifies, proposes publicly to withdraw, qualify, or modify, in a
manner adverse to SPAH, the recommendation that the Frontier stockholders approve the merger, (iii) if the
Frontier Board affirms, recommends, or authorizes entering into any acquisition transaction other than the
merger or, within 10 business days after commencement of any tender or exchange offer for any shares of
Frontier common stock, the Frontier Board fails to recommend against acceptance of such tender or exchange
offer or takes no position with respect to such tender or exchange offer; or (iv) if the Frontier Board negotiates
or authorizes the conduct of negotiations (and five business days have elapsed without such negotiations being
discontinued) with a third party regarding an acquisition proposal other than the merger;

then, Frontier shall pay to SPAH, an amount equal to $2,500,000.

Amendments and Waivers

The merger agreement may be amended by a subsequent writing signed by each of the parties upon the approval of
each of SPAH and Frontier, whether before or after stockholder approval of the merger agreement has been obtained;
provided that after any such approval by the holders of Frontier common stock, there shall be made no amendment
that reduces or modifies in any respect the consideration to be received by holders of Frontier common stock.

Prior to or at the effective time of the merger, either SPAH or Frontier may waive any default in the performance of
any term of the merger agreement by the other party, may waive or extend the time for the fulfillment by the other
party of any of its obligations under the merger agreement, and may waive any of the conditions precedent to the
obligations of such party under the merger agreement, except any condition that, if not satisfied, would result in the
violation of an applicable law.

On August 10, 2009, SPAH and Frontier entered into Amendment No. 1 to Agreement and Plan of Merger. The
Amendment reduced the number of Directors who will serve on the Board of Directors of each of SPAH and Frontier
Bank from seven (7) to five (5) and also changed the composition of the Board of Directors of each of SPAH and
Frontier Bank.

THE SPECIAL MEETING OF SPAH STOCKHOLDERS

General
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The SPAH Board is providing this joint proxy statement/prospectus to you in connection with its solicitation of
proxies for use at the special meeting of SPAH�s stockholders and at any adjournments or postponements of the special
meeting.

Your vote is important. Please complete, date and sign the accompanying proxy card and return it in the enclosed,
postage prepaid envelope. If your shares are held in �street name,� you should instruct your broker how to vote by
following the directions provided by your broker.
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Meeting Date, Time, and Place and Record Date

SPAH will hold the special meeting on October 8, 2009 at 11:00 a.m., local time, at the offices of Olshan Grundman
Frome Rosenzweig & Wolosky LLP, at Park Avenue Tower, 65 East 55th Street, New York, New York 10022. Only
holders of SPAH common stock of record at the close of business on September 17, 2009, the SPAH record date, will
be entitled to receive notice of and to vote at the special meeting. As of the record date, there were 54,112,000 shares
of SPAH common stock outstanding and entitled to vote, with each such share entitled to one vote.

Matters to Be Considered

At the special meeting, SPAH�s stockholders will be asked:

(1) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to eliminate the requirement that the fair market value of the target business equal at least 80% of the
balance of SPAH�s trust account, to be effective immediately prior to the consummation of the merger
described below;

(2) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to provide that SPAH cannot consummate the merger unless up to at least 10% (minus one share) but no
more than 30% (minus one share) of SPAH public stockholders are able to exercise their conversion
rights, to be effective immediately prior to the consummation of the merger described below;

(3) To consider and vote upon a proposal to adopt the merger agreement, pursuant to which Frontier will
merge with and into SPAH;

(4) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to change SPAH�s corporate name to �Frontier Financial Corporation,� to be effective upon consummation
of the merger;

(5) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to permit SPAH�s continued existence after October 10, 2009, to be effective upon consummation of the
merger;

(6) To consider and vote upon a proposal to adopt an amendment to the SPAH Certificate of Incorporation
to create a new class of common stock of SPAH (Non-Voting Common Stock), which will have
economic rights but no voting rights and be subject to certain conversion conditions, to be effective
upon consummation of the merger; and

(7) To consider and vote upon a proposal to elect to the Board of Directors of SPAH, Warren G.
Lichtenstein, who will serve as Chairman of the Board, and, if the merger is consummated, four
directors from Frontier, comprised of Patrick M. Fahey, Lucy DeYoung, Mark O. Zenger and David M.
Cuthill, each of whom currently serve on the Board of Directors of Frontier, in each case to serve until
the next annual meeting of SPAH and until their successors shall have been elected and qualified.

(8) To consider and vote upon such other business as may properly come before the special meeting or any
adjournment thereof.
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If the requisite approval is received (as discussed below), the Initial Charter Amendments will be filed with the
Delaware Secretary of State immediately upon their approval and prior to the stockholders� consideration of the merger
proposal at the special meeting of stockholders. Accordingly, the merger proposal will only be presented for a vote at
the special meeting if (i) the Initial Charter Amendments are approved by SPAH stockholders and (ii) the warrant
agreement proposal is approved at the special meeting of SPAH warrantholders to be held immediately prior to this
special meeting of stockholders. The Subsequent Charter Amendments and the election of the Frontier nominees will
only be effected in the event and at the time the merger with Frontier is consummated, although
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approval of the Subsequent Charter Amendments is a condition to closing the merger. The election of
Mr. Lichtenstein does not require the approval of any other proposals to be effective.

Since SPAH�s initial public offering prospectus did not disclose that SPAH would seek approval of the Initial Charter
Amendments and the New Class Proposal, each SPAH stockholder at the time of the merger that purchased shares in,
or subsequent to, SPAH�s initial public offering up to and until the record date, may have securities law claims against
SPAH for rescission or damages. See �The Merger and the Merger Agreement � Rescission Rights� for additional
information.

Each copy of this joint proxy statement/prospectus mailed to SPAH stockholders is accompanied by a proxy card for
use at the special meeting.

Vote Required

Initial Charter Amendments.  The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its
provisions, including the proposed Initial Charter Amendments, without the unanimous consent of the holders of all of
SPAH�s outstanding shares of common stock. However, SPAH believes, and has received an opinion from its special
Delaware counsel that while the matter has not been settled as a matter of Delaware law and, accordingly, is not
entirely free from doubt, the Initial Charter Amendments, if duly approved by a majority of the shares of SPAH�s
outstanding common stock entitled to vote at the special meeting, will be valid under Delaware law.

Subsequent Charter Amendments:  Adoption of the Subsequent Charter Amendments requires the affirmative vote of
a majority of the shares of SPAH�s outstanding common stock entitled to vote at the special meeting.

Merger Agreement.  Adoption of the merger agreement requires the affirmative vote of the holders of a majority of the
outstanding shares of SPAH common stock entitled to vote at the special meeting. The SPAH Certificate of
Incorporation also requires that the holders of a majority of SPAH�s outstanding shares of common stock issued in
SPAH�s initial public offering are voted, in person or by proxy, in favor of the merger and that such SPAH public
stockholders owning no more than 30% (minus one share) of the shares sold in SPAH�s initial public offering vote
against the merger and thereafter exercise their conversion rights as described below. If Proposal No. 2 is approved
and adopted, it is a condition to closing the merger agreement that holders of no more than 10% of the shares (minus
one share) sold in SPAH�s initial public offering vote against the merger and exercise their conversion rights, although
at SPAH�s discretion, this closing condition may be waived in order to consummate the merger. Accordingly, SPAH
may not consummate the merger if 10% or more of the holders of shares sold in or subsequent to SPAH�s initial public
offering elect to exercise their conversion rights. If SPAH elects to waive this closing condition, it may raise the
conversion threshold to anywhere between 10% to 30% (minus one share). SPAH does not believe it will raise the
conversion threshold and currently intends only to raise the conversion threshold if it believes that the combined entity
will have sufficient Tier 1 capital to return to compliance levels.

Election of Directors.  Directors will be elected by a plurality of the votes cast by stockholders present in person or
represented by proxy and entitled to vote at the special meeting.

On the record date, there were 54,112,000 outstanding shares of SPAH common stock, each of which is entitled to one
vote at the special meeting. On the record date, the SPAH insiders beneficially owned a total of approximately 20% of
the outstanding shares of SPAH common stock. The SPAH insiders have agreed to vote all of their founder�s shares
either for or against the merger proposal consistent with the majority of the votes cast on the merger by the SPAH
public stockholders. To the extent any SPAH insider has acquired shares of SPAH common stock in, or subsequent to,
SPAH�s initial public offering, such insider has agreed to vote these acquired shares in favor of the merger proposal.
As of the date hereof, none of the SPAH insiders own any shares sold in, or subsequent to, the SPAH initial public
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offering. The SPAH insiders have further indicated that they will vote their shares in favor of the adoption of the
amendments to the SPAH Certificate of Incorporation and for the election of each of the director nominees to the
SPAH Board. While the founder�s shares voted by the SPAH insiders will count towards the voting and quorum
requirements under Delaware law, they will not count towards the voting requirement under the SPAH Certificate of
Incorporation because the founder�s shares were not issued in SPAH�s initial public offering. As described elsewhere in
this joint proxy statement/prospectus, pursuant to a plan of reorganization, SP II has
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contributed certain assets, including its shares of SPAH common stock and warrants, to the Steel Trust. The trust has
agreed to assume all of SP II�s rights and obligations with respect to these shares and warrants, including to vote in
accordance with the foregoing.

Upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of the 9,653,412 founder�s shares it
owns and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of
the 500,000 founder�s shares they own.

Voting

Stockholders may vote their shares:

� by attending the special meeting and voting their shares in person, or

� by completing the enclosed proxy card, signing and dating it and mailing it in the enclosed post-prepaid
envelope.

Stockholders who have their shares in �street name�, meaning the name of a broker or other nominee who is the record
holder, must either direct the record holder of their shares to vote their shares or obtain a proxy from the record holder
to vote their shares at the special meeting.

Quorum

The presence in person or representation by proxy, of shares of SPAH common stock representing a majority of
SPAH outstanding shares entitled to vote at the special meeting is necessary in order for there to be a quorum at the
special meeting. A quorum must be present in order for the vote on the merger agreement, the amendments to the
SPAH Certificate of Incorporation and the nominees for director. If there is no quorum present at the opening of the
meeting, the special meeting may be adjourned by the vote of a majority of the shares of SPAH common stock,
present in person or represented by proxy and entitled to vote at the special meeting.

Voting of Proxies

Shares of common stock represented by properly executed proxies received at or prior to the special meeting will be
voted at the special meeting in the manner specified by the holders of such shares. If you are a stockholder of record
(that is, you hold stock certificates registered in your own name), you may vote by following the instructions
described on your proxy card. If your shares are held in nominee or �street name,� you will receive separate voting
instructions from your broker or nominee with your proxy materials. If you hold your shares in �street name,� you can
either obtain physical delivery of the shares directly into your name, and then vote your shares yourself, or request a
�legal proxy� directly from your broker and bring it to the special meeting, and then vote your shares yourself. In order
to obtain shares directly into your name, you must contact your brokerage house representative. Brokerage firms may
assess a fee for your conversion; the amount of such fee varies.

Properly executed proxies that do not contain voting instructions will be voted �FOR� the Initial Charter Amendments,
�FOR� the approval of the merger agreement, �FOR� the approval of the Subsequent Charter Amendments and �FOR� the
election of directors to the SPAH Board.

Shares of any stockholder present in person or represented by proxy (including broker non-votes, which generally
occur when a broker who holds shares in street name for a customer does not have the authority to vote on certain
non-routine matters because its customer has not provided any voting instructions with respect to the matter) at the
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special meeting who abstains from voting will be counted for purposes of determining whether a quorum exists.

Abstaining from voting (including by way of a broker non-vote), either in person or by proxy, will have the
same effect as a vote against the adoption of the merger agreement and adoption of the amendments to the
SPAH Certificate of Incorporation, but will have no effect on the vote relating to the election of directors. An
abstention will not be considered a vote against the merger proposal, and, if you abstain, you will be unable to
exercise any conversion rights. Accordingly, the SPAH Board urges its stockholders to complete, date and sign
the accompanying proxy card and return it promptly in the enclosed, postage-paid envelope.

101

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 229



Table of Contents

Revocability of Proxies

The grant of a proxy on the enclosed proxy card does not preclude you from voting in person or otherwise revoking
your proxy. If you are a stockholder of record, there are a number of ways you can change your vote. First, you may
send a written notice to the person to whom you submitted your proxy stating that you would like to revoke your
proxy. Second, you may complete and submit a later dated proxy with new voting instructions. Third, you may attend
the special meeting and vote in person. The latest vote actually received by SPAH prior to or at the special meeting
will be your vote. Any earlier votes will be revoked. Simply attending the special meeting without voting, however,
will not revoke your proxy.

If you have instructed a broker to vote your shares, you must follow the directions you will receive from your broker
to change or revoke your proxy.

Solicitation of Proxies

SPAH will pay all of the costs of filing the registration statement with the SEC (of which this joint proxy
statement/prospectus is a part) and of soliciting proxies in connection with the special meeting of stockholders as well
as the special meeting of warrantholders. SPAH will also pay the costs associated with printing the copies of this joint
proxy statement/prospectus that are sent to SPAH stockholders and the mailing fees associated with mailing this joint
proxy statement/prospectus to SPAH stockholders. Solicitation of proxies may be made in person or by mail,
telephone, or other electronic means, or other form of communication by directors, officers, and stockholders of
SPAH who will not be specially compensated for such solicitation. In addition, SPAH has engaged Morrow & Co.,
LLC as its proxy solicitation firm. Such firm will be paid a flat-fee of approximately $27,500 plus solicitation and out
of pocket expenses. However, under no circumstances will this fee be increased or reduced as a result of the number
of affirmative proxies granted to management or the outcome of any of the Initial Charter Amendments or Subsequent
Charter Amendments. Banks, brokers, nominees, fiduciaries, and other custodians will be requested to forward
solicitation materials to beneficial owners and to secure their voting instructions, if necessary, and will be reimbursed
for the expenses incurred in sending proxy materials to beneficial owners.

SPAH, Frontier and their respective directors and executive officers, may be deemed to be participants in the
solicitation of proxies. The underwriters of SPAH�s initial public offering may provide assistance to SPAH, Frontier
and their respective directors and executive officers, and may be deemed to be participants in the solicitation of
proxies. Approximately $17.3 million of the underwriters� fees relating to SPAH�s initial public offering were deferred
pending stockholder approval of SPAH�s initial business combination, and stockholders are advised that the
underwriters have a financial interest in the successful outcome of the proxy solicitation. SPAH is in negotiation with
its underwriters regarding the amount and form of payment of such deferred underwriting fees from SPAH�s initial
public offering. As of the date hereof, SPAH has negotiated the reduction of underwriting fees by approximately
$3.65 million and SPAH will continue to negotiate a further reduction of such fees until a mutual settlement can be
reached. The results of these negotiations are uncertain since the underwriters can discontinue negotiations with
SPAH at any time and require the full amount of their fees payable upon consummation of the merger.

No person is authorized to give any information or to make any representation not contained in this joint proxy
statement/prospectus and, if given or made, such information or representation should not be relied upon as having
been authorized by SPAH, Frontier, or any other person. The delivery of this joint proxy statement/prospectus does
not, under any circumstances, create any implication that there has been no change in the business or affairs of SPAH
or Frontier since the date of this joint proxy statement/prospectus.
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Conversion Rights of SPAH Stockholders

Pursuant to the SPAH Certificate of Incorporation, if you hold shares of common stock issued in SPAH�s initial public
offering (whether such shares were acquired pursuant to such initial public offering or afterwards up to and until the
record date), then you have the right to vote against the merger proposal and demand that SPAH convert such shares
into cash equal to a pro rata share of the aggregate amount then on deposit in the trust account in which a substantial
portion of the net proceeds of SPAH�s initial public offering are held (before payment of deferred underwriting
discounts and commissions and including interest earned on their pro rata portion of the trust account,

102

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 231



Table of Contents

net of income taxes payable on such interest and net of interest income of $3.5 million on the trust account balance
previously released to SPAH to fund its working capital requirements). If demand is properly made immediately prior
to the merger, shares will cease to be outstanding and will represent only the right to receive a pro-rata portion of the
trust account plus interest.

As of September 17, 2009, there was approximately $426,253,057 in SPAH�s trust account (including accrued interest
on the funds in the trust account and excluding an estimated tax overpayment due to SPAH, which totaled $621,905 as
of June 30, 2009), or approximately $9.85 per share issued in the initial public offering. The actual per share
conversion price will differ from the $9.85 per share due to any interest earned on the funds in the trust account since
September 17, 2009, and any taxes payable in respect of interest earned thereon. The actual per share conversion price
will be calculated as of two business days prior to the consummation of the merger, divided by the number of shares
sold in the initial public offering.

You may request conversion at any time after the mailing of this joint proxy statement/prospectus and prior to the vote
taken with respect to the merger proposal at the special meeting, but the request will not be granted unless you vote
against the merger and the merger is approved and completed. If the merger is not consummated, no shares will be
converted to cash through the exercise of conversion rights. Prior to exercising your conversion rights you should
verify the market price of SPAH common stock. You may receive higher proceeds from the sale of your common
stock in the public market than from exercising your conversion rights, if the market price per share is higher than the
amount of cash that you would receive upon exercise of your conversion rights.

If you wish to exercise your conversion rights, you must:

� affirmatively vote against the merger proposal in person or by submitting your proxy card before the vote on
the merger proposal and checking the box that states �Against� for the merger proposal;

� either:

� check the box that states �I HEREBY EXERCISE MY CONVERSION RIGHTS� on the proxy card; or

� send a letter to SPAH�s transfer agent, Continental Stock Transfer & Trust Company, at 17 Battery Place,
8th Floor, New York, NY 10004, attn: Mark Zimkind, stating that you are exercising your conversion rights
and demanding your shares of SPAH common stock be converted into cash; and

� either:

� physically tender, or if you hold your shares of SPAH common stock in �street name,� cause your broker to
physically tender, your stock certificates representing shares of SPAH common stock to SPAH�s transfer
agent; or

� deliver your shares electronically using the Depository Trust Company�s DWAC (Deposit/Withdrawal At
Custodian) System, to SPAH�s transfer agent, in either case by October 8, 2009 or such other later date if the
special meeting of SPAH stockholders is adjourned or postponed.

Accordingly, a SPAH stockholder would have from the time we send out this joint proxy statement/prospectus
through the vote on the merger to deliver his or her shares if he or she wishes to seek to exercise his or her conversion
rights.
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The DWAC delivery process can be accomplished, whether you are a record holder or your shares are held in �street
name,� within a day, by simply contacting the transfer agent or your broker and requesting delivery of your shares
through the DWAC System. There is a nominal cost associated with this tendering process and the act of certificating
the shares or delivering them through the DWAC system. The transfer agent will typically charge the stockholder or
the tendering broker $45, and your broker may or may not pass this cost on to you.

Taking any action that does not include an affirmative vote against the merger, including abstaining from voting on
the merger proposal, will prevent you from exercising your conversion rights. However, voting against the merger
proposal does not obligate you to exercise your conversion rights. In addition, if you do not properly exercise your
conversion rights (as outlined above), you will not be able to convert your shares of common stock into cash at the
conversion price.
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Any request to exercise your conversion rights, once made, may be withdrawn at any time up to immediately prior to
the vote on the merger proposal at the special meeting (or any adjournment or postponement thereof). If you
(1) initially vote for the merger proposal but then wish to vote against it and exercise your conversion rights or
(2) initially vote against the merger proposal and wish to exercise your conversion rights but do not check the box on
the proxy card providing for the exercise of your conversion rights or do not send a written request to SPAH�s transfer
agent to exercise your conversion rights, or (3) initially vote against the merger proposal but later wish to vote for it,
you may request SPAH�s transfer agent to send you another proxy card on which you may indicate your intended vote
and, if that vote is against the merger proposal, exercise your conversion rights by checking the box provided for such
purpose on the proxy card. You may make such request by contacting Continental Stock Transfer & Trust Company at
17 Battery Place, 8th Floor, New York, NY 10004, attn: Mark Zimkind. Any corrected or changed proxy card or
written demand of conversion rights must be received by Continental Stock Transfer & Trust Company prior to the
special meeting.

Please note, however, that once the vote on the merger proposal is held at the special meeting, you may not withdraw
your request to exercise your conversion rights and request the return of your shares. If the merger is not
consummated, your shares will be automatically returned to you.

In connection with the vote to approve the merger, SPAH stockholders may elect to vote a portion of their shares for
and a portion of their shares against the merger. If the merger is approved and consummated, SPAH stockholders who
elected to convert the portion of their shares voted against the merger will receive the conversion price with respect to
those shares and may retain any other shares they own.

If you properly exercise your conversion rights, then you will be exchanging your shares of SPAH common stock for
cash equal to a pro rata portion of the SPAH trust account and will no longer own these shares. SPAH anticipates that
the funds to be distributed to SPAH stockholders entitled to convert their shares who elect conversion will be
distributed promptly after completion of the merger.

Submission of SPAH Stockholders Proposals

The SPAH Bylaws provide that nominations of persons for election to the SPAH Board may be made at any annual
meeting of stockholders, or at any special meeting of stockholders called for the purpose of electing directors, by any
stockholder of SPAH who is a stockholder of record on the date notice of the meeting is given and on the record date
for the determination of stockholders entitled to vote at such meeting and who complies with the notice procedures set
forth in the SPAH Bylaws. To be timely, a stockholder�s notice to SPAH�s Secretary must be delivered to or mailed and
received at the principal executive offices of SPAH (a) in the case of an annual meeting, not later than the close of
business on the ninetieth (90th) day, nor earlier than the close of business on the one hundred twentieth (120th) day,
prior to the date of the anniversary of the previous year�s annual meeting; provided, however, that in the event that no
annual meeting was held in the previous year or the annual meeting is scheduled to be held on a date more than thirty
(30) days prior to or delayed by more than sixty (60) days after such anniversary date, notice by the stockholder in
order to be timely must be received not later than the later of the close of business ninety (90) days prior to the annual
meeting or the tenth (10th) day following the day on which such notice of the date of the annual meeting was mailed
or such public disclosure of the date of the annual meeting was made and (b) in the case of a special meeting of
stockholders called for the purpose of electing directors, not later than the close of business on the tenth (10th) day
following the day on which notice of the date of the special meeting was mailed or public disclosure of the date of the
special meeting was made, whichever occurs first.

The SPAH Bylaws also require that for business to be properly brought before an annual meeting by a stockholder,
such stockholder must have given timely notice thereof in proper written form to SPAH�s Secretary. To be timely, a
stockholder�s notice to the Secretary must be delivered to or mailed and received at SPAH�s principal executive offices
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ninety (90) days prior to the annual meeting or the tenth (10th) day following the day on which
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such notice of the date of the annual meeting was mailed or such public disclosure of the date of the annual meeting
was made.

Recommendation of the SPAH Board

The SPAH Board has unanimously determined that the proposals and the transactions contemplated thereby are in the
best interests of SPAH and its stockholders. The members of the SPAH Board unanimously recommend that the
SPAH stockholders vote at the special meeting to adopt the merger agreement, adopt the amendments to the SPAH
Certificate of Incorporation and elect all of the director nominees to the SPAH Board.

SPAH�s stockholders should note that SPAH�s directors and officers have certain interests in, and may derive benefits
as a result of, the merger that are in addition to their interests as stockholders of SPAH. See �The Merger and the
Merger Agreement � Interests of SPAH�s Directors and Officers and Others in the Merger.�

PROPOSALS TO BE CONSIDERED BY SPAH STOCKHOLDERS

Proposal Nos. 1 and 2: Initial Charter Amendments

Proposal No. 1.  SPAH is proposing to amend the SPAH Certificate of Incorporation to revise the definition of an
�initial business combination� and to eliminate the requirement that the fair market value of the target business equal at
least 80% of the balance of SPAH�s trust account (excluding underwriting discounts and commissions) plus the
proceeds of the co-investment. An �initial business combination� is defined in the SPAH Certificate of Incorporation as
follows:

An �Initial Business Combination� shall mean the acquisition by the Corporation, through a merger, capital stock
exchange, asset acquisition, stock purchase, reorganization or other similar business combination or transaction or
transactions, of one or more businesses or assets (the �Target Business� or �Target Businesses�) having, individually or
collectively, a fair market value equal to at least 80% of sum of the balance in the Trust Account (excluding deferred
underwriting discounts and commissions of $16,000,000 or $18,400,000 if the underwriters� over-allotment option is
exercised in full) plus the proceeds of the co-investment of $30,000,000 by the Steel Trust at the time of such
acquisition and resulting in ownership by the Corporation of at least 51% of the voting equity interests of the Target
Business or Businesses and control by the Corporation of the majority of any governing body of the Target Business
or Businesses. Any acquisition of multiple Target Businesses shall occur simultaneously.

�Fair market value� for purposes of this Article Sixth shall be determined by the Board of Directors of the Corporation
based upon financial standards generally accepted by the financial community, such as actual and potential gross
margins, the values of comparable businesses, earnings and cash flow, and book value. If the Corporation�s Board of
Directors is not able to determine independently that the Target Business or Businesses has a sufficient fair market
value to meet the threshold criterion, it will obtain an opinion in that regard from an unaffiliated, independent
investment banking firm that is a member of the National Association of Securities Dealers, Inc. The Corporation is
not required to obtain an opinion from an investment banking firm as to the fair market value of the Target Business
or Businesses if its Board of Directors independently determines that the Target Business or Businesses have
sufficient fair market value to meet the threshold criterion.�

Because the fair market value of Frontier on the date of the transaction is less than 80% of the balance of the trust
account (excluding underwriting discounts and commissions) plus the proceeds of the co-investment, the proposed
transaction does not meet the requirements as set forth above. Accordingly, SPAH must amend the SPAH Certificate
of Incorporation immediately prior to the presentation of the merger proposal to provide SPAH stockholders the
opportunity to vote on the merger.
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Proposal No. 2.  SPAH is proposing to amend the SPAH Certificate of Incorporation to provide that SPAH cannot
consummate the merger unless up to at least 10% (minus one share) but no more than 30% (minus one share) of
SPAH public stockholders are able to exercise their conversion rights. The SPAH Certificate of Incorporation in its
current form prohibits SPAH from consummating an initial business combination in which SPAH public stockholders
owning less than 30% (minus one share) are unable to elect conversion. However, SPAH has made it a
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condition to closing the merger agreement that holders of no more than 10% of the shares (minus one share) sold in
SPAH�s initial public offering vote against the merger and exercise their conversion rights in order to ensure that the
combined company immediately following the consummation of the merger has sufficient Tier 1 capital to return to
compliance levels. Accordingly, SPAH must amend the SPAH Certificate of Incorporation immediately prior to
presenting the merger proposal for a vote at the special meeting of stockholders to provide for this closing condition.

The SPAH Certificate of Incorporation purports to prohibit amendments to certain of its provisions, including the
proposed Initial Charter Amendments, without the unanimous consent of the holders of all of SPAH�s outstanding
shares of common stock. The prospectus issued by SPAH in its initial public offering however stated that SPAH had
been advised that such provision limiting its ability to amend the SPAH Certificate of Incorporation without
unanimous consent may not be enforceable under Delaware law. SPAH believes that the proposed merger is an
extremely attractive opportunity in the current market environment and therefore, SPAH public stockholders should
be given the opportunity to consider the business combination. In considering the Initial Charter Amendments, the
SPAH Board came to the conclusion that the potential benefits of the proposed merger with Frontier to SPAH and its
stockholders outweighed the possibility of any liability described below as a result of this amendment being approved.
SPAH is offering holders of up to 10% (minus one share) sold in SPAH�s initial public offering, the ability to
affirmatively vote such shares against the merger proposal and demand that such shares be converted into a pro rata
portion of the trust account. Accordingly, SPAH believes that the Initial Charter Amendments are consistent with the
spirit in which SPAH offered its securities to the public.

SPAH has also received an opinion from special Delaware counsel, Morris James LLP concerning the validity of the
Initial Charter Amendment. SPAH did not request Morris James LLP to opine on whether the clause currently
contained in Article Sixth of the SPAH Certificate of Incorporation prohibiting amendment of Article Sixth prior to
consummation of an initial business combination without the unanimous consent of stockholders was valid when
adopted and does not intend on seeking advice of counsel on that question from any other source. Morris James LLP
concluded in its opinion, based upon the analysis set forth therein and its examination of Delaware law, and subject to
the assumptions, qualifications, limitations and exceptions set forth in its opinion, that �While the matter has not been
settled as a matter of Delaware law and, accordingly, is not entirely free from doubt...the Amendment, if duly adopted
by the Board of Directors of the Corporation and duly approved by the holders of a majority of the outstanding shares
of capital stock of the Corporation in accordance with the General Corporation Law, would be valid under the General
Corporation Law.� A copy of Morris James LLP�s opinion is included as Annex F to this joint proxy
statement/prospectus, and stockholders are urged to review it in its entirety.

Because the SPAH Certificate of Incorporation in its current form does not allow for SPAH to complete the proposed
merger, each SPAH public stockholder at the time of the merger who purchased his or her shares in the initial public
offering or afterwards up to and until the record date, may have securities law claims against SPAH for rescission
(under which a successful claimant has the right to receive the total amount paid for his or her securities pursuant to an
allegedly deficient prospectus, plus interest and less any income earned on the securities, in exchange for surrender of
the securities) or damages (compensation for loss on an investment caused by alleged material misrepresentations or
omissions in the sale of a security).

Such claims may entitle stockholders asserting them to up to $10.00 per share, based on the initial offering price of the
units sold in SPAH�s initial public offering, each comprised of one share of common stock and a warrant to purchase
an additional share of common stock, less any amount received from the sale or fair market value of the original
warrants purchased as part of the units, plus interest from the date of SPAH�s initial public offering. In the case of
SPAH public stockholders, this amount may be more than the pro rata share of the trust account to which they are
entitled upon exercise of their conversion rights or liquidation of SPAH.
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In general, a person who contends that he or she purchased a security pursuant to a prospectus which contains a
material misstatement or omission must make a claim for rescission within the applicable statute of limitations period,
which, for claims made under Section 12 of the Securities Act and some state statutes, is one year from the time the
claimant discovered or reasonably should have discovered the facts giving rise to the claim, but not more than three
years from the occurrence of the event giving rise to the claim. A successful claimant for damages under federal or
state law could be awarded an amount to compensate for the decrease in value of his or her shares caused by the
alleged violation (including, possibly, punitive damages), together with interest, while retaining the shares.
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Claims under the anti-fraud provisions of the federal securities laws must generally be brought within two years of
discovery, but not more than five years after occurrence. Rescission and damages claims would not necessarily be
finally adjudicated by the time the merger is completed, and such claims would not be extinguished by consummation
of that transaction.

Even if you do not pursue such claims, others, who may include all other SPAH public stockholders, may do so.
Neither SPAH nor Frontier can predict whether stockholders will bring such claims or whether such claims would be
successful.

If the Initial Charter Amendments are approved, SPAH will present the other proposals to stockholders and
warrantholders for their approval. If all of such proposals are approved, the following will occur:

� SPAH will file a certificate of amendment to the SPAH Certificate of Incorporation, substantially in the form
attached as Annex B, with the Secretary of State of the State of Delaware to amend Article Sixth to:

(1) amend the definition of a �Initial Business Combination� as set forth below and to delete all references to �fair market
value�:

�An �Initial Business Combination� shall mean the acquisition by the Corporation, through a merger, capital stock
exchange, asset acquisition, stock purchase, reorganization or other similar business combination or transaction or
transactions, of one or more businesses or assets (the �Target Business� or �Target Businesses�), resulting in ownership by
the Corporation of more than 50% of the voting equity interests of the Target Business or Businesses and control by
the Corporation of the majority of any governing body of the Target Business or Businesses. Any acquisition of
multiple Target Businesses shall occur simultaneously�; and

(2) amend Paragraph A of Article SIXTH as set forth below:

�Prior to the consummation of any Initial Business Combination, the Corporation shall submit the Initial Business
Combination to its stockholders for approval regardless of whether the Initial Business Combination is of a type that
normally would require such stockholder approval under the DGCL. In addition to any other vote of stockholders of
the Corporation required under applicable law or listing agreement, the Corporation may consummate the Initial
Business Combination only if approved by a majority of the IPO Shares voted at a duly held stockholders meeting in
person or by proxy, and stockholders owning no more than 30% (minus one share) of the IPO Shares vote against the
business combination and exercise their conversion rights described in paragraph C below. The Corporation shall not
seek to consummate any Initial Business Combination unless stockholders owning at least 10% (minus one share) of
the IPO Shares are able to elect conversion pursuant to the provisions of paragraph C below.

� Immediately after the filing of such certificate of amendment, SPAH will be authorized to complete the
proposed merger. Thereafter, SPAH will look to satisfy all necessary conditions to closing the merger.

� Once all conditions to closing the transaction are satisfied, SPAH will file all necessary documents with the
Secretary of State of the State of Delaware to effectuate the merger.

If the Initial Charter Amendments are not approved, the remaining proposals will not be submitted to stockholders and
warrantholders for their approval.

Board Recommendation
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THE SPAH BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� THE ADOPTION OF THE
INITIAL CHARTER AMENDMENTS.

Proposal No. 3: The Merger Agreement

As discussed elsewhere in this joint proxy statement/prospectus, SPAH stockholders are considering and voting to
adopt the merger agreement. SPAH stockholders should read carefully this joint proxy statement/prospectus in its
entirety for more detailed information concerning the merger agreement and the merger. In
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particular, SPAH stockholders are directed to the merger agreement which is attached as Annex A to this joint proxy
statement/prospectus.

THE SPAH BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� THE ADOPTION OF THE
MERGER AGREEMENT.

Proposal No. 4: The Subsequent Charter Amendments

Name Change Proposal

If the merger agreement is approved and adopted by SPAH stockholders, SPAH is proposing to amend Article FIRST
of the SPAH Certificate of Incorporation to change SPAH�s corporate name from �SP Acquisition Holdings, Inc.� to
�Frontier Financial Corporation.� The reason for this amendment is that, in the event of a merger with Frontier, SPAH�s
current name will not accurately reflect its business operations. Accordingly, the SPAH Board believes that changing
its name to �Frontier Financial Corporation� in connection with the merger will better reflect its business operations
upon completion of the merger.

Existing SPAH stockholders will not be required to exchange outstanding stock certificates for new stock certificates
if the amendment is adopted.

Continued Existence Proposal

If the merger agreement is approved and adopted by SPAH stockholders, SPAH is proposing to amend
Article FOURTH of the SPAH Certificate of Incorporation to permit SPAH�s continued corporate existence after
October 10, 2009. Pursuant to the SPAH Certificate of Incorporation, SPAH must submit a proposal to amend the
SPAH Certificate of Incorporation to permit SPAH�s continued corporate existence at the same time SPAH submits a
proposal to stockholders to approve an initial business combination. In addition, continued existence is the usual
period of existence for most corporations.

New Class Proposal

If the merger agreement is approved and adopted by SPAH stockholders, SPAH is proposing to amend Article FIFTH
of the SPAH Certificate of Incorporation to create a new class of common stock, the Non-Voting Common Stock, that
may be issued to stockholders and/or warrantholders, following the consummation of the merger, so that a stockholder
or warrantholder, in its election, may, for example, remain below the ownership threshold which would subject them
to regulation as a bank holding company as described below.

The terms of the Non-Voting Common Stock are identical to the terms of SPAH�s voting common stock except that
the Non-Voting Common Stock have no voting rights and holders of such Non-Voting Common Stock may transfer
shares of such Non-Voting Common Stock to a transferee who is unaffiliated with such holder, and such transferee
may convert their shares into an equal number of shares of voting common stock, if such conversion is in connection
with (i) a transfer that is part of an underwritten public offering of voting common stock, (ii) a transfer that is part of a
private placement of voting common stock in which no one party acquires the rights to purchase in excess of 2% of
the voting common stock then outstanding, (iii) a transfer of voting common stock not requiring registration under the
Securities Act, in reliance on Rule 144 thereunder in which no one party acquires in excess of 2% of the voting
common stock then outstanding, (iv) a transaction approved by the Federal Reserve, or (v) a transfer to a person that
would control more than 50% of the �voting securities� of SPAH as defined by the Federal Reserve without giving
effect to such transfer. In connection with the creation of the new class of Non-Voting Common Stock, the SPAH
Certificate of Incorporation would also be amended so that unless a stockholder of SPAH�s voting common stock
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registers with the Federal Reserve as a bank holding company, (i) each stockholder that owns, controls, or has the
power to vote, for purposes of the BHC Act, or the CIBC Act, and any rules and regulations promulgated thereunder,
10% or more of the voting common stock of SPAH outstanding at such time, shall have all shares of such
stockholder�s voting common stock in excess of 10% (minus one share) automatically converted into an equal number
of shares of Non-Voting Common Stock, and (ii) with respect to SP Acq LLC and certain of its officers and directors,
SP II and the Steel Trust, if at any time such parties own, control, or have the power to vote, for purposes of the BHC
Act, or the CIBC Act, and any rules and regulations promulgated thereunder,
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5% or more of SPAH�s voting common stock outstanding at such time, SPAH shall automatically convert all such
shares of voting common stock in excess of 5% (minus one share) into an equal number of shares of Non-Voting
Common Stock.

Under the BHC Act, a company that directly or indirectly owns, controls or has the power to vote 25% or more of a
class of voting stock of a bank or a bank holding company is a bank holding company for purposes of the BHC Act
and is subject to regulation as a bank holding company as described in the section entitled �Supervision and
Regulation � Federal Bank Holding Company Regulation.� In addition, a company that directly or indirectly owns,
controls or has the power to vote 10% or more, but less than 25%, of a class of voting stock of a bank or a bank
holding company may be presumed to control the bank and/or bank holding company. If the presumption of control is
not rebutted, the company is subject to the regulation as a bank holding company as described in the section entitled
�Supervision and Regulation � Federal Bank Holding Company Regulation.� The presumption of control may be rebutted
by entering into a passivity agreement with the Federal Reserve, which contains specific terms to limit the ability to
control the management and policies of the bank and/or bank holding company. A company that owns, controls or has
the power to vote 10% or more, but less than 25%, of a class of voting stock of a bank or a bank holding company and
that enters into a passivity agreement generally is not subject to regulation as a bank holding company. A company
that directly or indirectly owns, controls or has the power to vote less than 10% of any class of voting stock of a bank
or a bank holding company generally is not subject to regulation as a bank holding company.

Given these considerations, in order to permit investor flexibility, SPAH is also requesting warrantholder approval at a
special meeting of warrantholders to amend the terms of the Warrant Agreement, and intends to amend the Founder�s
Agreements, to provide warrantholders with the option to receive either voting shares of SPAH common stock or
shares of Non-Voting Common Stock in certain situations.

This Subsequent Charter Amendment is being proposed for the benefit of SP Acq LLC and its affiliates, including the
Steel Trust, who otherwise would acquire more than 10% of the voting securities of SPAH upon the exercise of their
initial founder�s warrants, additional founder�s warrants and co-investment warrants following the consummation of the
merger as well as other significant warrantholders. However, all stockholders and/or warrantholders will be permitted
to receive Non-Voting Common Stock at their election. If the warrant amendment proposal is approved by SPAH
warrantholders at the special meeting of SPAH warrantholders, and unless a warrantholder registers with the Federal
Reserve as a bank holding company, each warrantholder shall only be entitled to exercise its warrants for voting
common stock of SPAH, (i) to the extent (but only to the extent) that such conversion or receipt would not cause or
result in such holder, together with its affiliates, being deemed to own, control or have the power to vote, for purposes
of the BHC Act, or the CIBC Act, and any rules and regulations promulgated thereunder, more than 10% (minus one
share) of any class of voting common stock of SPAH outstanding at such time, provided, however, that with respect to
SP Acq LLC and certain of its officers and directors, SP II and the Steel Trust, such parties will only be entitled to
exercise their warrants for SPAH voting common stock, to the extent (but only to the extent) that such conversion or
receipt would not cause or result in such persons and their affiliates, collectively, being deemed to own, control or
have the power to vote, for purposes of the BHC Act, or the CIBC Act, and any rules and regulations promulgated
thereunder, more than 5% (minus one share) of any class of SPAH voting common stock outstanding at such time, and
(ii) to the extent any such exercise exceeds the limits in clause (i) above, for Non-Voting Common Stock, to the extent
(but only to the extent) that such conversion or receipt would not cause or result in such holder and its affiliates,
collectively, being deemed to own, control or have the power to vote, for purposes of the BHC Act or the CIBC Act,
and any rules and regulations promulgated thereunder, more than one-third (minus one share) of the total equity of
SPAH. In addition, to the extent a warrantholder holds any warrants that cannot be exercised pursuant to clause (ii)
above, the amount of such warrants in excess of the limit set forth in clause (ii) above will not be transferable by such
warrantholder to any third party. SP Acq LLC and the Steel Trust have also separately agreed, pursuant to letter
agreements with SPAH, to receive Non-Voting Common Stock upon exercise of their initial founder�s warrants,
additional founder�s warrants and co-investment warrants following the consummation of the merger, as necessary in
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common stock. At their discretion, SP Acq LLC and/or the Steel Trust will convert such shares into voting common
stock in accordance with the SPAH Certificate of Incorporation, as amended by the Subsequent Charter Amendments
and upon a distribution of the shares by Steel Trust to its beneficiaries, such shares will also be converted into voting
common stock in
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accordance with the SPAH Certificate of Incorporation, as amended by the Subsequent Charter Amendments, subject
to the conversion conditions set forth therein and discussed above.

Approval of the Subsequent Charter Amendments is a condition to closing the merger.

Filing of Second Amended and Restated Certificate of Incorporation

Following the merger, the surviving corporation will file a second amended and restated certificate of incorporation
substantially in the form attached as Annex C to this joint proxy statement/prospectus, incorporating the amendments
being considered by SPAH stockholders at the special meeting, assuming they are adopted.

Board Recommendation

THE SPAH BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� THE ADOPTION OF THE
SUBSEQUENT CHARTER AMENDMENTS.

Proposal No. 5: The Election of Directors

General

The SPAH Bylaws provides for a board not less than one (1) nor more than nine (9) directors and authorizes the Board
to determine from time to time the number of directors within that range that will constitute the board. The SPAH
Board has fixed the number of directors to be elected at the special meeting at five (5), in the event the merger is
consummated. If the merger is not consummated, the SPAH Board will be fixed at one (1).

The SPAH Board has proposed the election of Warren G. Lichtenstein as a director at the special meeting. If the
merger is consummated, the SPAH Board has also proposed four director nominees from Frontier for election as
directors at the special meeting including, Patrick M. Fahey, Lucy DeYoung, Mark O. Zenger and David M. Cuthill,
each of whom currently serve on the Frontier Board, with Mr. Lichtenstein to serve as Chairman of the Board. Each
nominee elected as a director will continue in office until the next annual meeting of stockholders at which his or her
successor has been elected, or until his or her resignation, removal from office, or death, whichever is earlier.

The SPAH Board believes Ms. DeYoung, and Messrs. Zenger and Cuthill are, and Mr. Lichtenstein will be following
the consummation of the merger, �independent directors� as such term is defined in the rules of the NYSE AMEX LLC
and Rule 10A-3 of the Exchange Act.

About the Nominees

Set forth below are the names and ages of the nominees for directors and their principal occupations at present and for
the past five years. There are, to the knowledge of SPAH, no agreements or understandings by which these individuals
were so selected. No family relationships exist between any directors or executive officers, as such term is defined in
Item 402 of Regulation S-K promulgated under the Securities and Exchange Act of 1934, as amended (the �Exchange
Act�). The information concerning the nominees set forth below is given as of June 30, 2009.

Warren G. Lichtenstein (Age 44) has been SPAH�s Chairman of the Board, President and Chief Executive Officer
since February 2007. Mr. Lichtenstein is the Chief Executive Officer of Steel Partners LLC, a global management
firm. Steel Partners LLC is the manager of Steel Partners II, L.P. and Steel Partners Holdings L.P. Mr. Lichtenstein
has been associated with Steel Partners LLC and its affiliates since 1990. Mr. Lichtenstein has been the Chairman of
the Board and Chief Executive Officer of Steel Partners Holdings L.P., a global diversified holding company that
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engages or has interests in a variety of operating businesses through its subsidiary companies, since July 2009.
Mr. Lichtenstein co-founded Steel Partners II, L.P. in 1993. He is also a Co-Founder of Steel Partners Japan Strategic
Fund (Offshore), L.P., a private investment partnership investing in Japan, and Steel Partners China Access I LP, a
private equity partnership investing in China. Mr. Lichtenstein has served as a director of GenCorp Inc., a
manufacturer of aerospace and defense products and systems with a real estate business segment, since March 2008.
He was a director (formerly Chairman of the Board) of SL Industries, Inc., a designer and manufacturer of power
electronics, power motion equipment, power protection equipment, and teleprotection and specialized communication
equipment, from January 2002 to May 2008 and served as Chief Executive Officer
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from February 2002 to August 2005. He has served as Chairman of the Board of WHX Corporation, a holding
company, since July 2005. He served as a director of the predecessor entity of Steel Partners Holdings L.P., from 1996
to June 2005, as Chairman and Chief Executive Officer from December 1997 to June 2005 and as President from
December 1997 to December 2003. Prior to the formation of Steel Partners II, L.P. in 1993, Mr. Lichtenstein
co-founded Steel Partners, L.P., an investment partnership, in 1990 and co-managed its business and operations. From
1988 to 1990, Mr. Lichtenstein was an acquisition/arbitrage analyst with Ballantrae Partners, L.P., which invested in
risk arbitrage, special situations, and undervalued companies. From 1987 to 1988, he was an analyst at Para Partners,
L.P., a partnership that invested in arbitrage and related situations. Mr. Lichtenstein has previously served as a director
of the following companies: Alpha Technologies Group, Inc. (Synercom Technology), Aydin Corporation
(Chairman), BKF Capital Group Inc., CPX Corp. (f/k/a CellPro, Incorporated), ECC International Corporation,
Gateway Industries, Inc., KT&G Corporation, Layne Christensen Company, PLM International, Inc. Puroflow
Incorporated, Saratoga Beverage Group, Inc., Synercom Technology, Inc., TAB Products Co., Tandycrafts Inc.,
Tech-Sym Corporation, United Industrial Corporation (Chairman) and U.S. Diagnostic Labs, Inc. Mr. Lichtenstein
graduated from the University of Pennsylvania with a B.A. in Economics.

Patrick M. Fahey (Age 67) has over 40 years in the banking industry. He has been the Chairman of the Frontier
Board, Chief Executive Officer of Frontier and the Chairman of the Frontier Bank Board since December 2008, and
has been a director of Frontier and Frontier Bank since 2006. Prior to joining the Frontier Board in 2006, he was
retired after leaving Wells Fargo Bank in 2004. From 2003 to 2004, Mr. Fahey was the Chairman of Regional
Banking, Wells Fargo Bank. Prior to that, Mr. Fahey was the Chairman, President and Chief Executive Officer of
Pacific Northwest Bank from 1988 to 2003. Mr. Fahey is a graduate of Seattle University, Pacific Coast Banking
School, and the Management Program of the University Of Washington School Of Business.

Lucy DeYoung (Age 59) has been a director of Frontier and Frontier Bank since 1997. Ms. DeYoung has been the
President of Simpson Hawley Properties, a real estate investment and management firm, since 2000. Ms. De Young is
a graduate of the University of Puget Sound and Northwestern University, Kellogg School of Management.

Mark O. Zenger (Age 54) has been a director of Frontier and Frontier Bank since 2005. Mr. Zenger has been the
President of First Western Investments, Inc., a hospitality, retail and other real estate investments firm, since 1993.
Mr. Zenger is a graduate of University of Notre Dame.

David M. Cuthill (Age 48) has been a director of Frontier and Frontier Bank since 2006. Mr. Cuthill has been the
Vice President � Development of General Growth Properties, a real estate investment trust, since January 2007.
Mr. Cuthill was employed as a director of Opus Northwest, LLC, a full-service real estate developer, from 2002 to
January 2007. Mr. Cuthill is a graduate of the University of Washington and Seattle University School of Law.

Vote Required

In the event the merger is approved, directors will be elected by the plurality of the votes cast by stockholders present
in person or represented by proxy and entitled to vote at the special meeting. The SPAH Certificate of Incorporation
does not allow for cumulative voting. Votes cast for a nominee will be counted in favor of election. Abstentions and
broker non-votes will not count either in favor of, or against, election of a nominee.

It is the intention of the persons named in the accompanying form of proxy to vote for the election of all director
nominees, unless authorization to do so is withheld. Proxies cannot be voted for a greater number of persons than the
number of directors set by the SPAH Board for election. If, prior to the special meeting, a nominee becomes unable to
serve as a director for any reason, the proxy holders reserve the right to substitute another person of their choice in
such nominee�s place and stead. It is not anticipated that any nominee will be unavailable for election at the special
meeting.
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THE SPAH BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� THE ELECTION OF
EACH OF THE DIRECTOR NOMINEES.
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THE SPECIAL MEETING OF SPAH WARRANTHOLDERS AND
THE WARRANT AMENDMENT PROPOSAL

General

The SPAH Board is providing this joint proxy statement/prospectus to you in connection with its solicitation of
proxies for use at the special meeting of SPAH�s warrantholders and at any adjournments or postponements thereof.

Your vote is important. Please complete, date and sign the accompanying proxy card and return it in the enclosed,
postage prepaid envelope. If your warrants are held in �street name,� you should instruct your broker how to vote by
following the directions provided by your broker.

Meeting Date, Time and Place and Record Date

SPAH will hold the special meeting on October 8, 2009 at 10:00 a.m., local time, at the offices of Olshan Grundman
Frome Rosenzweig & Wolosky LLP, at Park Avenue Tower, 65 East 55th Street, New York, New York 10022. Only
holders of SPAH warrants of record at the close of business on September 17, 2009, the SPAH record date, will be
entitled to receive notice of and to vote at the special meeting. As of the record date, there were 61,112,000 warrants
outstanding and entitled to vote, with each such warrant entitled to one vote.

Matters to Be Considered

At the special meeting, SPAH�s warrantholders will be asked to consider and vote upon a proposal to amend
Sections 6(a), 6(d), 6(f), 11(c), 11(d), and 11(e) of the Warrant Agreement in connection with the consummation of
the transactions contemplated by the merger agreement. The proposed amendment to the Warrant Agreement, to
become effective upon consummation of the merger, will:

� increase the exercise price of the warrants from $7.50 per share to $11.50 per share of SPAH common stock;

� amend the warrant exercise period to (i) eliminate the requirement that the initial founder�s warrants owned by
the SPAH insiders become exercisable only after the consummation of an initial business combination if and
when the last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a 30
trading day period beginning 90 days after such business combination and (ii) extend the expiration date of the
warrants to the earlier of (x) seven years from the consummation of the merger or (y) the date fixed for
redemption of the warrants set forth in the warrant agreement;

� provide for the mandatory downward adjustment of the exercise price for each warrant to reflect any cash
dividends paid with respect to the outstanding common stock of SPAH;

� provide that no adjustment in the number of shares issuable upon exercise of each warrant will be made as a
result of the issuance of SPAH shares and warrants to the shareholders of Frontier upon consummation of the
merger agreement; and

� provide that each warrant will entitle the holder thereof to purchase, under certain circumstances, either one
share of voting common stock or one share of Non-Voting Common Stock.
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At the special meeting, we may transact such other business as may properly come before the special meeting or any
adjournments or postponements thereof. A copy of the Supplement and Amendment to Amended and Restated
Warrant Agreement is attached as Annex D to this joint proxy statement/prospectus and is incorporated into this joint
proxy statement/prospectus by reference.

Reasons for the Amendment

SPAH believes increasing the exercise price, extending the expiration date, providing for a mandatory downward
adjustment of the exercise price under certain circumstances, and providing that no adjustment in the number of shares
issuable upon exercise of the warrants will be made upon consummation of the merger, is appropriate given the
change in structure of SPAH following completion of the merger. In addition, SPAH is proposing to amend the
warrant exercise period to eliminate the requirement that the initial founder�s warrants
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owned by the SPAH insiders become exercisable only after the consummation of an initial business combination if
and when the last sales price of SPAH common stock exceeds $14.25 per share for any 20 trading days within a 30
trading day period beginning 90 days after such business combination, in light of the forfeiture of 9,453,412 founder�s
shares by SP Acq LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker upon consummation of the
merger. As a result, if the warrant amendment is approved, the initial founder�s warrants will become exercisable upon
consummation of the merger, but the sale of such warrants or the shares underlying the warrants will still be subject to
a one-year lock-up from the date we consummate the merger.

We are further requesting warrantholder approval at the special meeting to provide warrantholders with the option to
receive, in their sole discretion, upon exercise of their warrants, either voting shares of SPAH common stock or shares
of Non-Voting Common Stock, such that the holder thereof would not exceed the ownership threshold which would
make it subject to regulation as a bank holding company. Under the BHC Act, a company that directly or indirectly
owns, controls or has the power to vote 25% or more of a class of voting stock of a bank or a bank holding company is
a bank holding company for purposes of the BHC Act and is subject to regulation as a bank holding company as
described in the section entitled �Supervision and Regulation � Federal Bank Holding Company Regulation.� In addition,
a company that directly or indirectly owns, controls or has the power to vote 10% or more, but less than 25%, of a
class of voting stock of a bank or a bank holding company may be presumed to control the bank and/or bank holding
company. If the presumption of control is not rebutted, the company is subject to the regulation as a bank holding
company as described in the section entitled �Supervision and Regulation � Federal Bank Holding Company Regulation.�
The presumption of control may be rebutted by entering into a passivity agreement with the Federal Reserve, which
contains specific terms to limit the ability to control the management and policies of the bank and/or bank holding
company. A company that owns, controls or has the power to vote 10% or more, but less than 25%, of a class of
voting stock of a bank or a bank holding company and that enters into a passivity agreement generally is not subject to
regulation as a bank holding company. A company that directly or indirectly owns, controls or has the power to vote
less than 10% of any class of voting stock of a bank or a bank holding company generally is not subject to regulation
as a bank holding company.

Given these considerations, in order to permit investor flexibility, SPAH is also requesting warrantholder approval to
amend the terms of the Warrant Agreement, and intends to amend the Founder�s Agreements to, provide
warrantholders with the option to receive either voting shares of SPAH common stock or shares of Non-Voting
Common Stock in certain situations.

If the warrant amendment proposal is approved by SPAH warrantholders at the special meeting of SPAH
warrantholders, and unless a warrantholder registers with the Federal Reserve as a bank holding company, each
warrantholder shall only be entitled to exercise its warrants for voting common stock of SPAH, (i) to the extent (but
only to the extent) that such conversion or receipt would not cause or result in such holder, together with its affiliates,
being deemed to own, control or have the power to vote, for purposes of the BHC Act, or the CIBC Act, and any rules
and regulations promulgated thereunder, more than 10% (minus one share) of any class of voting common stock of
SPAH outstanding at such time, provided, however, that with respect to SP Acq LLC and certain of its officers and
directors, SP II and the Steel Trust, such parties will only be entitled to exercise their warrants for SPAH voting
common stock, to the extent (but only to the extent) that such conversion or receipt would not cause or result in such
persons and their affiliates, collectively, being deemed to own, control or have the power to vote, for purposes of the
BHC Act, or the CIBC Act, and any rules and regulations promulgated thereunder, more than 5% (minus one share) of
any class of SPAH voting common stock outstanding at such time, and (ii) to the extent any such exercise exceeds the
limits in clause (i) above, for Non-Voting Common Stock, to the extent (but only to the extent) that such conversion
or receipt would not cause or result in such holder and its affiliates, collectively, being deemed to own, control or have
the power to vote, for purposes of the BHC Act or the CIBC Act, and any rules and regulations promulgated
thereunder, more than one-third (minus one share) of the total equity of SPAH. In addition, to the extent a
warrantholder holds any warrants that cannot be exercised pursuant to clause (ii) above, the amount of such warrants
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in excess of the limit set forth in clause (ii) above will not be transferable by such warrantholder to any third party. SP
Acq LLC and the Steel Trust have also separately agreed, pursuant to letter agreements with SPAH, to receive
Non-Voting Common Stock upon exercise of their initial founder�s warrants, additional founder�s warrants and
co-investment warrants following the consummation of the merger, as necessary in order to maintain an ownership
level of voting common stock below 5% of the total outstanding shares of voting common stock. At their
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discretion, SP Acq LLC and/or the Steel Trust will convert such shares into voting common stock in accordance with
the SPAH Certificate of Incorporation, as amended by the Subsequent Charter Amendments and upon a distribution of
the shares by Steel Trust to its beneficiaries, such shares will also be converted into voting common stock in
accordance with the SPAH Certificate of Incorporation, as amended by the Subsequent Charter Amendments, subject
to the conversion conditions set forth therein.

If the merger is not consummated and SPAH does not complete a different initial business combination by
October 10, 2009, the warrants will expire worthless. If the warrant amendment proposal is approved, all other terms
of SPAH�s warrants will remain the same.

The approval of the warrant amendment proposal is a condition to the consummation of the merger. Frontier
shareholders will receive approximately 2,512,000 newly issued warrants in connection with the merger, having the
same terms and conditions as the publicly traded SPAH warrants immediately prior to the effective time of the
merger, after giving effect to the warrant amendment proposal.

Vote Required

Pursuant to Section 18 of the Warrant Agreement, adoption of the amendment to the Warrant Agreement requires the
affirmative vote of a majority of the warrantholders outstanding and entitled to vote at the special meeting. The
Warrant Agreement also requires that the holders of a majority of SPAH�s outstanding warrants issued in, or
subsequent to, SPAH�s initial public offering, are voted in favor of the warrant amendment.

The SPAH insiders intend to vote in favor of the warrant amendment proposal. While the warrants voted by the SPAH
insiders will count towards the voting and quorum requirements under Delaware law, they will not count towards the
voting requirement under the Warrant Agreement, which requires that the holders of a majority of SPAH�s outstanding
warrants issued in, or subsequent to, SPAH�s initial public offering, are voted in favor of the warrant amendment,
because the initial founder�s warrants and additional founder�s warrants were not issued in SPAH�s initial public
offering.

Voting

Warrantholders may vote their warrants:

� by attending the special meeting and voting their warrants in person, or

� by completing the enclosed proxy card, signing and dating it and mailing it in the enclosed post-prepaid
envelope.

Warrants represented by properly executed proxies received at or prior to the special meeting of warrantholders will
be voted at the special meeting in the manner specified by the holders of such warrants. Warrantholders who have
their warrants in �street name�, meaning the name of a broker or other nominee who is the record holder, must either
direct the record holder of their warrants to vote their warrants or obtain a proxy from the record holder to vote their
warrants at the special meeting.

Quorum

The presence, in person or by proxy, of a majority of all the outstanding warrants entitled to vote constitutes a quorum
at the special meeting of warrantholders.
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Abstentions and Broker Non-Votes

Proxies that are marked �abstain� and proxies relating to �street name� warrants that are returned to SPAH but marked by
brokers as �not voted� will be treated as warrants present for purposes of determining the presence of a quorum on all
matters. The latter will not be treated as warrants entitled to vote on the matter as to which authority to vote is
withheld from the broker. If you do not give the broker voting instructions, under applicable self-regulatory
organization rules, your broker may not vote your warrants on �non-routine� proposals, such as the proposal to amend
certain terms of the Warrant Agreement.
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Revoking Your Proxy

If you give a proxy, you may revoke it at any time before it is exercised by doing any one of the following:

� you may send another proxy card with a later date;

� you may notify Continental Stock Transfer & Trust Company, SPAH�s warrant agent, in writing before the
special meeting that you have revoked your proxy; or

� you may attend the special meeting, revoke your proxy, and vote in person, as indicated above.

Proxy Solicitation Costs

SPAH will pay all of the costs of filing the registration statement with the SEC (of which this joint proxy
statement/prospectus is a part) and of soliciting proxies in connection with the special meeting of stockholders as well
as the special meeting of warrantholders. SPAH will also pay the costs associated with printing the copies of this joint
proxy statement/prospectus that are sent to SPAH stockholders and the mailing fees associated with mailing this joint
proxy statement/prospectus to SPAH stockholders. Solicitation of proxies may be made in person or by mail,
telephone, or other electronic means, or other form of communication by directors, officers, and stockholders of
SPAH who will not be specially compensated for such solicitation. Banks, brokers, nominees, fiduciaries, and other
custodians will be requested to forward solicitation materials to beneficial owners and to secure their voting
instructions, if necessary, and will be reimbursed for the expenses incurred in sending proxy materials to beneficial
owners.

SPAH, Frontier and their respective directors and executive officers, may be deemed to be participants in the
solicitation of proxies. No person is authorized to give any information or to make any representation not contained in
this joint proxy statement/prospectus and, if given or made, such information or representation should not be relied
upon as having been authorized by SPAH, Frontier, or any other person. The delivery of this joint proxy
statement/prospectus does not, under any circumstances, create any implication that there has been no change in the
business or affairs of SPAH or Frontier since the date of this joint proxy statement/prospectus.

Recommendation of the SPAH Board

THE SPAH BOARD HAS DETERMINED THAT THE WARRANT AMENDMENT PROPOSAL IS FAIR
TO AND IN THE BEST INTERESTS OF SPAH AND ITS WARRANTHOLDERS, HAS UNANIMOUSLY
APPROVED THE PROPOSAL AND UNANIMOUSLY RECOMMENDS THAT SPAH�S
WARRANTHOLDERS VOTE �FOR� THE WARRANT AMENDMENT PROPOSAL.

THE SPECIAL MEETING OF FRONTIER SHAREHOLDERS AND THE MERGER PROPOSAL

General

The Frontier Board is providing this joint proxy statement/prospectus to you in connection with its solicitation of
proxies for use at the special meeting of shareholders of Frontier and at any adjournments or postponements thereof.

SPAH is also providing this joint proxy statement/prospectus to you as a prospectus in connection with the offer and
sale by SPAH of shares of its common stock to shareholders of Frontier in the merger.
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Your vote is important. Please complete, date and sign the accompanying proxy card and return it in the enclosed,
postage prepaid envelope. If your shares are held in �street name,� you should instruct your broker how to vote by
following the directions provided by your broker.

Meeting Date, Time, and Place and Record Date

Frontier will hold the special meeting on October 8, 2009 at 7:30 p.m., local time, at Lynnwood Convention Center,
3711 � 196th St. SW, Lynnwood, WA 98036. Only holders of Frontier common stock of record at the close
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of business on September 14, 2009, the record date for the special meeting, will be entitled to receive notice of and to
vote at the meeting.

Matters to be Considered

At the special meeting, Frontier�s shareholders will be asked to approve the merger agreement, pursuant to which
Frontier will merge with and into SPAH and each share of Frontier common stock will be converted into the right to
receive 0.0530 shares of newly issued SPAH common stock and 0.0530 newly issued warrants of SPAH, having the
same terms and conditions as the publicly traded SPAH warrants immediately prior to the effective time of the
merger, after giving effect to the warrant amendment proposal.

Each copy of this joint proxy statement/prospectus mailed to Frontier�s shareholders is accompanied by a proxy card
for use at the special meeting.

Vote Required

Approval of the merger proposal requires the affirmative vote of at least two-thirds of the shares entitled to vote at the
Frontier special meeting.

On the record date, there were 47,131,853 outstanding shares of Frontier common stock, each of which is entitled to
one vote at the special meeting. All of the Frontier�s insiders have agreed to vote their 3,103,451 shares of Frontier
common stock (which constitute 6.56% of Frontier�s outstanding shares of common stock), �FOR� the merger proposal.

Quorum

The presence, in person or by proxy, of shares of Frontier common stock representing a majority of Frontier
outstanding shares entitled to vote at the special meeting is necessary in order for there to be a quorum at the special
meeting. A quorum must be present in order for the vote on the merger agreement to occur. If there is no quorum
present at the opening of the meeting, the special meeting may be adjourned by the vote of a majority of shares voting
on the motion to adjourn.

Voting of Proxies

Shares of common stock represented by properly executed proxies received at or prior to the Frontier special meeting
will be voted at the special meeting in the manner specified by the holders of such shares. If you are a shareholder of
record (that is, you hold stock certificates registered in your own name), you may vote by following the instructions
described on your proxy card. If your shares are held in nominee or �street name,� you will receive separate voting
instructions from your broker or nominee with your proxy materials. If you hold your shares in �street name,� you can
either obtain physical delivery of the shares directly into your name, and then vote your shares yourself, or request a
�legal proxy� directly from your broker and bring it to the special meeting, and then vote your shares yourself. In order
to obtain shares directly into your name, you must contact your brokerage house representative. Brokerage firms may
assess a fee for your conversion; the amount of such fee varies.

Properly executed proxies which do not contain voting instructions will be voted �FOR� approval of the merger
agreement.

Shares of any shareholder represented in person or by proxy (including broker non-votes, which generally occur when
a broker who holds shares in street name for a customer does not have the authority to vote on certain non-routine
matters because its customer has not provided any voting instructions with respect to the matter) at the special meeting
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who abstains from voting will be counted for purposes of determining whether a quorum exists.

Abstaining from voting (including by way of a broker non-vote), either in person or by proxy, will have the
same effect as a vote against approval of the merger agreement. Accordingly, the Frontier Board urges its
shareholders to complete, date and sign the accompanying proxy card and return it promptly in the enclosed,
postage-paid envelope.
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Revocability of Proxies

The grant of a proxy on the enclosed proxy card does not preclude you from voting in person or otherwise revoking
your proxy. If you are a shareholder of record, there are a number of ways you can change your vote. First, you may
send a written notice to the person to whom you submitted your proxy stating that you would like to revoke your
proxy. Second, you may complete and submit a later dated proxy with new voting instructions. Third, you may attend
the special meeting and vote in person. The latest vote actually received by Frontier prior to or at the special meeting
will be your vote. Any earlier votes will be revoked. Simply attending the special meeting without voting, however,
will not revoke your proxy.

If you have instructed a broker to vote your shares, you must follow the directions you will receive from your broker
to change or revoke your proxy.

Dissenters� Rights

Frontier shareholders have the right under Washington law to dissent from the merger, obtain an appraisal of the fair
value of their Frontier shares, and receive payment in cash equal to the appraised fair value of their Frontier shares
instead of receiving the merger consideration. To exercise dissenters� rights, among other things, a Frontier shareholder
must (i) notify Frontier prior to the vote of its shareholders on the transaction of the shareholder�s intent to demand
payment for the shareholder�s shares, and (ii) not vote in favor of the merger agreement. Submitting a properly signed
proxy card that is received prior to the vote at the special meeting (and is not properly revoked) that does not direct
how the shares of Frontier common stock represented by proxy are to be voted will constitute a vote in favor of the
merger agreement and a waiver of such shareholder�s dissenters� rights.

A shareholder electing to dissent from the merger must strictly comply with all procedures required under Washington
law. These procedures are described more fully under the heading �The Merger and the Merger Agreement � Frontier
Dissenters� Rights�, and a copy of the relevant Washington statutory provisions regarding dissenters� rights is included
in this joint proxy statement/prospectus as Annex F.

Solicitation of Proxies

Frontier will pay all of the costs of soliciting proxies in connection with the Frontier special meeting, except that
SPAH will pay the costs of filing the registration statement with the SEC, of which this joint proxy
statement/prospectus is a part. Frontier will also pay costs associated with the printing of the copies of this joint proxy
statement/prospectus that are sent to Frontier shareholders and the mailing fees associated with mailing this joint
proxy statement/prospectus to Frontier shareholders.

Solicitation of proxies may be made in person or by mail, telephone, or facsimile, or other form of communication by
directors, officers and employees of Frontier who will not be specially compensated for such solicitation. In addition,
Frontier has engaged Morrow & Co., LLC as its proxy solicitation firm. Such firm will be paid its customary fee of
approximately $12,500 plus solicitation and out of pocket expenses. Banks, brokers, nominees, fiduciaries, and other
custodians will be requested to forward solicitation materials to beneficial owners and to secure their voting
instructions, if necessary, and will be reimbursed for the expenses incurred in sending proxy materials to beneficial
owners.

No person is authorized to give any information or to make any representation not contained in this joint proxy
statement/prospectus and, if given or made, such information or representation should not be relied upon as having
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been authorized by Frontier, SPAH or any other person. The delivery of this joint proxy statement/prospectus does
not, under any circumstances, create any implication that there has been no change in the business or affairs of
Frontier or SPAH since the date of this joint proxy statement/prospectus.

Recommendation of the Frontier Board

THE FRONTIER BOARD HAS UNANIMOUSLY DETERMINED THAT THE MERGER PROPOSAL AND
THE TRANSACTIONS CONTEMPLATED THEREBY ARE IN THE BEST INTERESTS OF FRONTIER
AND ITS SHAREHOLDERS. THE MEMBERS OF THE FRONTIER BOARD

117

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 261



Table of Contents

UNANIMOUSLY RECOMMEND THAT THE FRONTIER SHAREHOLDERS VOTE AT THE SPECIAL
MEETING TO APPROVE THE MERGER PROPOSAL.

Frontier�s shareholders should note that Frontier directors and officers have certain interests in, and may derive
benefits as a result of, the merger that are in addition to their interests as shareholders of Frontier. See �The Merger and
the Merger Agreement� Certain Benefits of Directors and Officers of Frontier.�

INFORMATION ABOUT SPAH

General

SPAH is a blank check company organized under the laws of the State of Delaware on February 14, 2007. SPAH was
formed for the purpose of acquiring, through a merger, capital stock exchange, asset acquisition or other similar
business combination, one or more businesses or assets. Prior to executing the merger agreement with Frontier,
SPAH�s activities were limited to organizational matters, completing its initial public offering and seeking and
evaluating possible business combination opportunities.

A registration statement for SPAH�s initial public offering was declared effective on October 10, 2007. On October 16,
2007, SPAH sold 40,000,000 units in its initial public offering, and on October 31, 2007 the underwriters for its initial
public offering purchased an additional 3,289,600 units pursuant to an over-allotment option. Each unit consists of one
share of common stock and one warrant. Each warrant entitles the holder to purchase one share of SPAH common
stock at a price of $7.50 commencing on consummation of a business combination, provided that there is an effective
registration statement covering the shares of common stock underlying the warrants in effect. The warrants expire on
October 10, 2012, unless earlier redeemed. If the warrant agreement amendment proposal is approved by SPAH�s
warrantholders (as described in more detail elsewhere in this joint proxy statement/prospectus), the exercise price of
the warrants will be increased to $11.50 per share and the expiration date of the warrants will be extended to the
earlier of (x) seven years from the consummation of the merger or (y) the date fixed for redemption of the warrants set
forth in the warrant agreement, among other things, upon consummation of the merger.

On March 22, 2007, SP Acq LLC, which is controlled by Warren G. Lichtenstein, SPAH�s Chairman, President, and
Chief Executive Officer, purchased 11,500,000 of SPAH�s units, of which 677,600 units were forfeited and cancelled
on the date of SPAH�s initial public offering upon exercise of the underwriters� over-allotment option and
1,168,988 units were subsequently sold to certain directors of SPAH and SP II. On October 16, 2007, SP Acq LLC
purchased an aggregate of 7,000,000 additional founder�s warrants, of which an aggregate of 500,000 warrants were
subsequently sold to certain SPAH directors, at a price of $1.00 per warrant ($7.0 million in the aggregate) in a private
placement that occurred immediately prior to the consummation of SPAH�s initial public offering.

SPAH received gross proceeds of approximately $439,896,000 from its initial public offering and sale of the
additional founder�s warrants to SP Acq LLC. Net proceeds of approximately $425,909,120 were deposited into a trust
account and will be part of the funds distributed to the SPAH public stockholders in the event SPAH is unable to
complete the merger or another business combination. Unless and until a business combination is consummated, the
proceeds held in the trust account will not be available to SPAH.

In connection with the initial public offering, SP II previously agreed to purchase an aggregate of 3,000,000
co-investment units at $10.00 per unit ($30.0 million in the aggregate) in a private placement that will occur
immediately prior to the consummation of the merger. Pursuant to a plan of reorganization, SP II has contributed
certain assets to the Steel Trust, a liquidating trust established for the purpose of effecting the orderly liquidation of
such assets. As a result, all of the founder�s shares and initial founder�s warrants owned by SP II have been transferred
to the Steel Trust in a private transaction exempt from registration under the Securities Act. The Steel Trust has agreed
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fully described elsewhere in this joint proxy statement/prospectus, including the obligation to purchase the
co-investment units. Since SPAH�s initial public offering prospectus disclosed that only SP II or SP Acq LLC may
purchase the co-investment units, SPAH public stockholders may have a securities law

118

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 263



Table of Contents

claim against SPAH for rescission (under which a successful claimant has the right to receive the total amount paid for
his or her securities pursuant to an allegedly deficient prospectus, plus interest and less any income earned on the
securities, in exchange for surrender of the securities) or damages (compensation for loss on an investment caused by
alleged material misrepresentations or omissions in the sale of a security), as described more fully under �The Merger
and the Merger Agreement � Rescission Rights.�

Trust Account

A total of $425,909,120 (or approximately $9.84 per share), including $371,000,000 of the net proceeds from SPAH�s
initial public offering, $7,000,000 from the sale of additional warrants to SP Acq LLC, $30,593,280 of net proceeds of
the over allotment issuance to SPAH�s underwriters in the initial public offering and $17,315,840 of deferred
underwriting discounts and commissions, has been placed in a trust account at JPMorgan Chase Bank, N.A., with
Continental Stock Transfer & Trust Company as trustee, which is to be invested in United States �government
securities� within the meaning of Section 2(a)(16) of the Investment Company Act of 1940 having a maturity of
180 days or less or in money market funds meeting certain conditions under Rule 2a-7 promulgated under the
Investment Company Act of 1940. Except for the $3,500,000 of the trust account interest income that has been
released to SPAH to fund expenses relating to investigating and selecting a target business and other working capital
requirements, and any additional amounts needed to pay income taxes on the trust account earnings (currently
$5,575,500 has been released for these purposes), the proceeds held in the trust account will not be released from the
trust account until the earlier of the completion of SPAH�s initial business combination or the liquidation of SPAH.

Upon consummation of the merger, the funds currently held in the trust account, less any amounts (i) paid to SPAH
public stockholders who exercise their conversion rights and (ii) released as deferred underwriting compensation to
the extent paid in cash, will be released to SPAH or at SPAH�s discretion, to various third parties. SPAH intends to pay
any additional expenses related to the merger and hold the remaining funds as capital pending use for general
corporate and strategic purposes. Such purposes could include increasing the capital of Frontier Bank, future mergers
and acquisitions, branch construction, asset purchases, payment of dividends, repurchases of shares of SPAH common
stock and general corporate purposes. Until such capital is fully leveraged or deployed, SPAH may not be able to
successfully deploy such capital and SPAH�s return on such equity could be negatively impacted.

Fair Market Value of Target Business

Pursuant to the prospectus for SPAH�s initial public offering and the SPAH Certificate of Incorporation, the initial
target business or businesses with which SPAH combines must have a collective fair market value equal to at least
80% of the sum of the balance in the trust account plus the proceeds of the co-investment (excluding deferred
underwriting discounts and commissions of approximately $17.3 million) at the time of such initial business
combination. The SPAH Board has recommended that stockholders approve and amend the SPAH Certificate of
Incorporation which eliminates this 80% test in its entirety.

Opportunity for Stockholder Approval of Business Combination

SPAH will submit the merger proposal to its stockholders for approval, even though stockholder approval is not
necessarily required under Delaware law (which generally requires the approval of stockholders if a transaction will
require the issuance of more than 20% of the outstanding shares of a company�s common stock immediately prior to
the effective time of the transaction). At the same time, SPAH will submit to its stockholders for approval a proposal
to amend the SPAH Certificate of Incorporation to permit its continued corporate existence if the initial business
combination is approved and consummated. The quorum required to constitute this meeting, as for all meetings of
SPAH stockholders in accordance with the SPAH Bylaws, is a majority of SPAH�s issued and outstanding common
stock (whether or not held by SPAH public stockholders). SPAH will consummate the merger only if the required
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other conditions to the merger are satisfied. If a majority of the shares of common stock voted by the SPAH public
stockholders are not voted in favor of the merger, SPAH may continue to seek other target businesses with which to
effect its initial business combination until October 10, 2009.

119

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 265



Table of Contents

The SPAH insiders have agreed to vote all of their founder�s shares either for or against the merger proposal consistent
with the majority of the votes cast on the merger by the SPAH public stockholders. To the extent any SPAH insider
has acquired shares of SPAH common stock in, or subsequent to, SPAH�s initial public offering, such insider has
agreed to vote these acquired shares in favor of the merger proposal. As of the date hereof, none of the SPAH insiders
own any shares sold in, or subsequent to, the SPAH initial public offering. The SPAH insiders have further indicated
that they will vote their shares in favor of the adoption of the amendments to the SPAH Certificate of Incorporation
and for the election of each of the director nominees to the SPAH Board. While the founder�s shares voted by the
SPAH insiders will count towards the voting and quorum requirements under Delaware law, they will not count
towards the voting requirement under the SPAH Certificate of Incorporation because the founder�s shares were not
issued in SPAH�s initial public offering. As described below, pursuant to a plan of reorganization, SP II has
contributed certain assets, including its shares of SPAH common stock and warrants, to the Steel Trust. The trust has
agreed to assume all of SP II�s rights and obligations with respect to these shares and warrants, including to vote in
accordance with the foregoing.

SPAH will proceed with the merger only if a quorum is present at the stockholders� meeting and, as required by the
SPAH Certificate of Incorporation, a majority of the shares of common stock voted by the SPAH public stockholders
are voted, in person or by proxy, in favor of the merger and SPAH public stockholders owning no more than 30% of
the shares sold in SPAH�s initial public offering (minus one share) vote against the business combination and exercise
their conversion rights. If Proposal No. 2 is approved and adopted, it is a condition to closing the merger agreement
that holders of no more than 10% of the shares (minus one share) sold in SPAH�s initial public offering vote against
the merger and exercise their conversion rights, although at SPAH�s discretion, this closing condition may be waived
in order to consummate the merger. Accordingly, SPAH may not consummate the merger if 10% or more of the
holders of shares sold in or subsequent to SPAH�s initial public offering elect to exercise their conversion rights. If
SPAH elects to waive this closing condition, it may raise the conversion threshold to anywhere between 10% to 30%
(minus one share). SPAH does not believe it will raise the conversion threshold and currently intends only to raise the
conversion threshold if it believes that the combined entity will have sufficient Tier 1 capital to return to compliance
levels.

Upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of the 9,653,412 founder�s shares it
owns and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of
the 500,000 founder�s shares they own.

Liquidation If No Business Combination

The SPAH Certificate of Incorporation provides that SPAH will continue in existence only until October 10, 2009. If
SPAH consummates an initial business combination prior to that date, SPAH will seek to amend this provision in
order to permit its continued existence. If SPAH has not completed its initial business combination by that date,
SPAH�s corporate existence will cease except for the purposes of winding up its affairs and liquidating pursuant to
Section 278 of the DGCL. Because of this provision in SPAH�s Certificate of Incorporation, no resolution by the
SPAH Board and no vote by SPAH�s stockholders to approve SPAH�s dissolution would be required for SPAH to
dissolve and liquidate. Instead, SPAH will notify the Delaware Secretary of State in writing on the termination date
that SPAH�s corporate existence is ceasing, and include with such notice payment of any franchise taxes then due to or
assessable by the state.

If SPAH is unable to complete a business combination by October 10, 2009, SPAH will automatically dissolve and as
promptly as practicable thereafter adopt a plan of distribution in accordance with Section 281(b) of the DGCL.
Section 278 provides that SPAH�s existence will continue for at least three years after its expiration for the purpose of
prosecuting and defending suits, whether civil, criminal or administrative, by or against SPAH, and of enabling SPAH
gradually to settle and close its business, to dispose of and convey its property, to discharge its liabilities and to

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 266



distribute to its stockholders any remaining assets, but not for the purpose of continuing the business for which SPAH
was organized. SPAH�s existence will continue automatically even beyond the three-year period for the purpose of
completing the prosecution or defense of suits begun prior to the expiration of the three-year period, until such time as
any judgments, orders or decrees resulting from such suits are fully executed. Section 281(b) will require SPAH to
pay or make reasonable provision for all then-existing claims and obligations, including all contingent, conditional, or
unmatured contractual claims known to SPAH, and to make such provision
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as will be reasonably likely to be sufficient to provide compensation for any then-pending claims and for claims that
have not been made known to SPAH or that have not arisen but that, based on facts known to SPAH at the time, are
likely to arise or to become known to SPAH within 10 years after the date of dissolution. Under Section 281(b), the
plan of distribution must provide for all of such claims to be paid in full or make provision for payments to be made in
full, as applicable, if there are sufficient assets. If there are insufficient assets, the plan must provide that such claims
and obligations be paid or provided for according to their priority and, among claims of equal priority, ratably to the
extent of legally available assets. Any remaining assets will be available for distribution to SPAH�s stockholders.

SPAH expects that all costs and expenses associated with implementing this plan of distribution, as well as payments
to any creditors, will be funded from amounts remaining out of the $100,000 of proceeds held outside the trust
account and from the $3.5 million in interest income on the balance of the trust account that has been released to
SPAH to fund its working capital requirements. However, if those funds are not sufficient to cover the costs and
expenses associated with implementing SPAH�s plan of distribution, to the extent that there is any interest accrued in
the trust account not required to pay income taxes on interest income earned on the trust account balance, SPAH may
request that the trustee release to SPAH an additional amount of up to $75,000 of such accrued interest to pay those
costs and expenses. Should there be no such interest available or should those funds still not be sufficient, SP Acq
LLC and Mr. Lichtenstein have agreed to reimburse SPAH for its out-of-pocket costs associated with SPAH�s
dissolution and liquidation, excluding any special, indirect or consequential costs, such as litigation, pertaining to the
dissolution and liquidation.

Upon its receipt of notice from counsel that SPAH�s existence has terminated, the trustee will commence liquidating
the investments constituting the trust account and distribute the proceeds to the SPAH public stockholders. The SPAH
insiders have waived their right to participate in any liquidation distribution with respect to their shares acquired prior
to SPAH�s initial public offering. The proceeds from the co-investment will be received by SPAH immediately prior to
the consummation of the merger to provide SPAH with additional equity capital to fund the merger. If the merger is
not consummated, the Steel Trust will not purchase the co-investment units and no proceeds will deposited into
SPAH�s trust account or available for distribution to SPAH�s stockholders in the event of a liquidating distribution.
Additionally, if SPAH does not complete an initial business combination and the trustee must distribute the balance of
the trust account, the underwriters have agreed to forfeit any rights or claims to their deferred underwriting discounts
and commissions then in the trust account, and those funds will be included in the pro rata liquidation distribution to
the SPAH public stockholders. There will be no distribution from the trust account with respect to any of the SPAH
warrants, which will expire worthless if SPAH is liquidated, and as a result purchasers of SPAH�s units will have paid
the full unit purchase price solely for the share of common stock included in each unit.

The proceeds deposited in the trust account could, however, become subject to claims of SPAH�s creditors that are in
preference to the claims of SPAH stockholders, and SPAH therefore cannot assure its stockholders that the actual
per-share liquidation price will not be less than approximately $9.85, the conversion price based upon restricted
amounts held in trust at June 30, 2009. Although prior to completion of an initial business combination, SPAH will
seek to have all third parties (including any vendors or other entities SPAH engages) and any prospective target
businesses enter into valid and enforceable agreements with SPAH waiving any right, title, interest or claim of any
kind in or to any monies held in the trust account, there is no guarantee that they will execute such agreements. SPAH
has not engaged any such third parties or asked for or obtained any such waiver agreements at this time. It is also
possible that such waiver agreements would be held unenforceable, and there is no guarantee that the third parties
would not otherwise challenge the agreements and later bring claims against the trust account for monies owed them.
If a target business or other third party were to refuse to enter into such a waiver, SPAH would enter into discussions
with such target business or engage such other third party only if SPAH�s management determined that SPAH could
not obtain, on a reasonable basis, substantially similar services or opportunities from another entity willing to enter
into such a waiver. In addition, there is no guarantee that such entities will agree to waive any claims they may have in
the future as a result of, or arising out of, any negotiations, contracts or agreements with SPAH and will not seek
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SP Acq LLC has agreed that it will be liable to SPAH if and to the extent claims by third parties reduce the amounts in
the trust account available for payment to the SPAH public stockholders in the event of a liquidation and
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the claims are made by a vendor for services rendered, or products sold, to SPAH, or by a prospective target business.
A �vendor� refers to a third party that enters into an agreement with SPAH to provide goods or services to SPAH.
However, the agreement entered into by SP Acq LLC specifically provides for two exceptions to the indemnity given:
there will be no liability (1) as to any claimed amounts owed to a third party who executed a legally enforceable
waiver, or (2) as to any claims under SPAH�s indemnity of the underwriters of its initial public offering against certain
liabilities, including liabilities under the Securities Act. Furthermore, there could be claims from parties other than
vendors, third parties with which SPAH entered into a contractual relationship or target businesses that would not be
covered by the indemnity from SP Acq LLC, such as shareholders and other claimants who are not parties in contract
with SPAH who file a claim for damages against SPAH. To the extent that SP Acq LLC refuses to indemnify SPAH
for a claim SPAH believes should be indemnified, SPAH�s officers and directors by virtue of their fiduciary obligation
will be obligated to bring a claim against SP Acq LLC to enforce such indemnification. Based on the representation as
to its accredited investor status (as such term is defined in Regulation D under the Securities Act), SPAH currently
believes that SP Acq LLC is capable of funding its indemnity obligations, even though SPAH has not asked it to
reserve for such an eventuality. SPAH cannot assure you, however, that it would be able to satisfy those obligations.

Under Delaware law, creditors of a corporation have a superior right to stockholders in the distribution of assets upon
liquidation. Consequently, if the trust account is liquidated and paid out to the SPAH public stockholders shares prior
to satisfaction of the claims of all of SPAH�s creditors, it is possible that the SPAH public stockholders may be held
liable for third parties� claims against SPAH to the extent of the distributions received by them.

If SPAH is forced to file a bankruptcy case or an involuntary bankruptcy case is filed against SPAH that is not
dismissed, the proceeds held in the trust account could be subject to applicable bankruptcy law, and may be included
in SPAH�s bankruptcy estate and subject to the claims of third parties with priority over the claims of the SPAH public
stockholders. To the extent any bankruptcy claims deplete the trust account, SPAH cannot assure you that SPAH will
be able to return at least approximately $9.85 per share to the SPAH public stockholders.

Competition

If SPAH succeeds in effecting the merger with Frontier or another business combination, there will be, in all
likelihood, intense competition from competitors of the target business in the commercial banking industry and other
financial service businesses. SPAH cannot assure you that, subsequent to a business combination, SPAH will have the
resources or ability to compete effectively.

Employees

SPAH currently has four officers. These individuals are not employees of SPAH and are not obligated to devote any
specific number of hours to SPAH�s business and intend to devote only as much time as they deem necessary to
SPAH�s business. SPAH does not expect to have any full-time employees prior to the consummation of the merger. In
the event the merger with Frontier is consummated, all current officers of SPAH will resign, with the exception of
Mr. Lichtenstein who will continue to serve as Chairman of the Board, but will resign as President and Chief
Executive Officer of SPAH.

Properties

SPAH currently maintains its executive offices at 590 Madison Avenue, 32nd Floor, New York, New York 10022.
The cost for this space is included in the $10,000 per-month fee that Steel Partners, Ltd. charges SPAH for office
space, administrative services and secretarial support from the consummation of SPAH�s initial public offering until
the earlier of the consummation of a business combination or SPAH�s liquidation. Prior to the consummation of
SPAH�s initial public offering, Steel Partners, Ltd. provided SPAH with office space, administrative services and
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metropolitan area, that the fee that will be charged by Steel Partners, Ltd. is at least as favorable as SPAH could have
obtained from an unaffiliated person. SPAH considers its current office space adequate for its current operations. In
the event the merger is consummated, the combined company will maintain its executive offices at Frontier�s current
executive offices and the agreement with Steel Partners, Ltd. will be terminated.
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Legal Proceedings

On August 20, 2009, a class action on behalf of the public shareholders of Frontier was commenced in the Superior
Court of Washington in and for Snohomish County against Frontier, its directors, and SPAH. The complaint seeks
equitable relief for alleged breaches of fiduciary duty and other violations arising out of the Frontier Board�s attempt to
sell Frontier to SPAH. The complaint alleges that the price of the proposed transaction is unfair and that SPAH filed a
materially misleading and/or incomplete registration statement in connection with the proposed transaction. The sole
count against SPAH is for allegedly aiding and abetting the breaches of fiduciary duty that have been alleged against
the Frontier Board and an injunction against the proposed transaction is sought. Relief is also sought against all
defendants for injunctive relief, recessionary damages in the event the proposed transaction goes forward, and
accounting and attorneys� fees and costs.

Although there can be no assurance of the outcome, management does not believe any material adjustments will need
to be made to the interim condensed financial statements as a result of this litigation.

To the knowledge of management there is no other litigation pending or contemplated against SPAH or any of SPAH�s
officers or directors in their capacity as such.

Periodic Reporting and Financial Information

SPAH has registered its units, common stock and warrants under the Exchange Act, and has reporting obligations,
including the requirement that it file annual and quarterly reports with the SEC. In accordance with the requirements
of the Exchange Act, SPAH has filed with the SEC an Annual Report on Form 10-K for its fiscal year ended
December 31, 2008 and a Quarterly Report on Form 10-Q for its quarter ended June 30, 2009. SPAH does not
currently have a website and consequently does not make available materials it files with or furnishes to the SEC.
SPAH�s reports filed with the SEC can be inspected and copied at the SEC�s public reference room at 100 F Street,
N.E., Washington, D.C. 20549. The public may obtain information about the operation of the public reference room
by calling the SEC at 1-800-SEC-0330. In addition, the SEC maintains a Web site at http://www.sec.gov which
contains the registration statements, reports, proxy and information statements and information regarding issuers that
file electronically with the SEC. SPAH will provide electronic or paper copies of such materials free of charge upon
request.

Management�s Discussion and Analysis of Financial Condition and Results of Operations

General

SPAH is a blank check company organized under the laws of the State of Delaware on February 14, 2007. It was
formed for the purpose of acquiring, through a merger, capital stock exchange, asset acquisition or other similar
business combination, one or more businesses or assets. SPAH consummated its initial public offering on October 16,
2007. It intends to utilize cash from its initial public offering, its capital stock, debt or a combination of cash, capital
stock and debt, in effecting a merger with Frontier or other business combination. The issuance of additional shares of
its capital stock:

� may significantly reduce the equity interest of SPAH�s stockholders;

� will likely cause a change in control if a substantial number of SPAH shares of common stock are issued,
which may affect, among other things, SPAH�s ability to use its net operating loss carry forwards, if any, and
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� may adversely affect prevailing market prices for its common stock.

Similarly, if SPAH issues debt securities, it could result in:

� default and foreclosure on SPAH assets if its operating revenues after a business combination were insufficient
to pay its debt obligations;

� acceleration of its obligations to repay the indebtedness even if SPAH has made all principal and interest
payments when due if the debt security contained covenants that require the maintenance of certain financial
ratios or reserves and any such covenant were breached without a waiver or renegotiation of that covenant;
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� SPAH�s immediate payment of all principal and accrued interest, if any, if the debt security were payable on
demand; and

� SPAH�s inability to obtain additional financing, if necessary, if the debt security contained covenants restricting
its ability to do so.

Results of Operations and Known Trends Or Future Events

SPAH has neither engaged in any operations nor generated any revenues to date. It will not generate any operating
revenues until after completion of its initial business combination, at the earliest. It will continue to generate
non-operating income in the form of interest income on cash and cash equivalents.

Net income for the year ended December 31, 2008 was $2,198,636, which consisted of $6,413,995 in interest income,
partially offset by $1,052,648 in loss from operations, $6,146 in interest expense and $3,156,565 in income taxes and
capital based taxes. Net income for the period from February 14, 2007 (inception) through December 31, 2007 was
$1,466,293, which consisted of $2,950,473 in interest income, partially offset by $264,373 in formation and operating
expenses, $9,435 in interest expense and $1,210,372 in taxes on income. Net income for the period from February 14,
2007 (inception) through December 31, 2008 was $3,664,929, which consisted of $9,364,468 in interest income
partially offset by $1,317,021 in formation and loss from operations, $15,581 in interest expense and $4,366,937 in
taxes on income.

Net loss for the three and six months ended June 30, 2009 was $287,126 and $894,411, respectively, which consisted
of $339,313 and $678,261, respectively, in operating expenses and $117,292 and $481,859, respectively, in taxes on
income and capital based taxes, partially offset by $169,479 and $265,709, respectively, in interest income. Net
income for the three and six months ended June 30, 2008 was $709,454 and $1,685,378, respectively, which consisted
of $1,712,747 and $4,361,110, respectively, in net interest income partially offset by $301,765 and $499,229,
respectively, in operating expenses and $698,507 and $2,176,503, respectively, in taxes on income and capital based
taxes. Net income for the period from February 14, 2007 (inception) through June 30, 2009 was $2,770,518, which
consisted of $9,614,595 in net interest income partially offset by $1,995,281 in formation and operating expenses and
$4,848,796 in taxes on income and capital based taxes.

Through June 30, 3009, SPAH did not engage in any significant operations. Its entire activity from inception through
June 30, 3009 was to prepare for its initial public offering and begin the identification of and negotiations with a
suitable business combination candidate.

The trustee of the Trust account will pay any taxes resulting from interest accrued on the funds held in the Trust
account out of the funds held in the Trust account. In addition, SPAH will incur expenses as a result of being a public
company (for legal, financial reporting, accounting and auditing compliance), as well as for due diligence expenses.

Off-Balance Sheet Arrangements

SPAH has never entered into any off-balance sheet financing arrangements and has never established any special
purpose entities. It has not guaranteed any debt or commitments of other entities or entered into any options on
non-financial assets.

Contractual Obligations
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SPAH does not have any long term debt, capital lease obligations, operating lease obligations, purchase obligations or
other long-term liabilities.

Liquidity and Capital Resources

The net proceeds from (i) the sale of the units in SPAH�s initial public offering (including the underwriters�
over-allotment option), after deducting offering expenses of approximately $1,095,604 and underwriting discounts
and commissions of approximately $30,302,720, together (ii) with $7,000,000 from SP Acq LLC�s investment in the
additional founder�s warrants, were approximately $408,497,676. SPAH expect that most of the proceeds held in the
trust account will be used as consideration to pay the sellers of a target business or businesses with which SPAH
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ultimately completes its initial business combination. Due to the unavailability of short-term U.S. Treasury Bills
because of the dislocation in the financial markets, as of December 31, 2008, assets of $426,754,319 held in the trust
account were held in a 100% FDIC guaranteed non-interest bearing account at JP Morgan Chase Bank, N.A. On
January 12, 2009, $426,744,177 of the assets held in the trust account were invested in U.S. Treasury Bills, bearing a
per annum interest rate of 0.04% which matured on March 5, 2009. On March 5, 2009, $426,459,219 of the assets
held in the trust account were invested in U.S. Treasury Bills, bearing a per annum interest rate of 0.21% and matured
on May 7, 2009. As of June 30, 2009, assets in the trust account of $426,330,720 were invested in United States
Government Treasury-Bills which mature on July 16, 2009, bearing interest at an per annum rate of 0.14%. Upon
maturity of the Treasury- Bills on July 16, 2009, SPAH reinvested the assets in the Trust account in United States
Government Treasury-Bills with a cost of $426,174,903, maturing on August 13, 2009 and bearing interest at a per
annum rate of 0.13%. A one percentage point change in the interest rate received on SPAH�s cash, short-term
government securities and money-market instruments of $427,922,161 at June 30, 2009 would result in an increase or
decrease of up to $1,070,000 in interest income over the following 90-day period. SPAH cannot provide any
assurance about the actual effect of changes in interest rates on net interest income. The estimate provided does not
include the effects of possible strategic changes in the balances of various assets and liabilities throughout 2009 or
additional actions SPAH could undertake in response to changes in interest rates. SPAH expects to use substantially
all of the net proceeds of its initial public offering not in the trust account to pay expenses in locating and acquiring a
target business, including identifying and evaluating prospective acquisition candidates, selecting the target business,
and structuring, negotiating and consummating its initial business combination. To the extent that SPAH�s capital stock
or debt financing is used in whole or in part as consideration to effect its initial business combination, any proceeds
held in the trust account as well as any other net proceeds not expended will be used to finance the operations of the
target business.

SPAH does not believe it will need additional financing in order to meet the expenditures required for operating its
business prior to its initial business combination. However, SPAH will rely on interest earned of up to $3,500,000 on
the trust account to fund such expenditures and, to the extent that the interest earned is below SPAH�s expectation, it
may have insufficient funds available to operate its business prior to its initial business combination. Moreover, in
addition to the co-investment SPAH may need to obtain additional financing to consummate its initial business
combination. SPAH may also need additional financing because it may become obligated to convert into cash a
significant number of shares of SPAH public stockholders voting against its initial business combination, in which
case it may issue additional securities or incur debt in connection with such business combination. Following SPAH�s
initial business combination, if cash on hand is insufficient, it may need to obtain additional financing in order to meet
its obligations.

Critical Accounting Policies

SPAH�s significant accounting policies are more fully described in Note B to the financial statements for the three
months ended June 30, 2009. However, certain accounting policies are particularly important to the portrayal of
financial position and results of operations and require the application of significant judgment by management. As a
result, the financial statements are subject to an inherent degree of uncertainty. In applying those policies,
management used its judgment to determine the appropriate assumptions to be used in the determination of certain
estimates. During the year ended December 31, 2008, SPAH recorded a full valuation allowance for its deferred tax
assets, as the Company determined that it no longer met the more likely than not realization criteria of SFAS 109.
These estimates are based on SPAH�s historical experience, terms of existing contracts, observance of trends in the
industry and information available from outside sources, as appropriate.

Recent Accounting Pronouncements

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 276



In May 2009, the FASB issued SFAS No. 165, �Subsequent Events� (�SFAS No. 165�). SFAS No. 165 establishes general
standards of accounting for, and disclosure of events that occur after the balance sheet but before financial statements
are issued or are available to be issued. SFAS No. 165 is effective for interim or annual periods ending after June 15,
2009. The adoption of SFAS No. 165 had no impact on the Company�s condensed financial statements.
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In April 2009, the FASB issued FASB Staff Position No. 141R-1, �Accounting for Assets Acquired and Liabilities
Assumed in a Business Combination That Arise From Contingencies� (�FSP No. 141R-1�). FSP No. 141R-1 amends the
provisions in SFAS 141R for the initial recognition and measurement, subsequent measurement and accounting, and
disclosure for assets and liabilities arising from contingencies in business combinations. FSP 141R-1 eliminates the
distinction between contractual and non-contractual contingencies, including the initial recognition and measurement
criteria in SFAS 141R and instead carries forward most provisions of SFAS 141 for acquired contingencies.
FSP 141R-1 is effective for contingent assets and liabilities acquired in evaluating the impact of SFAS 141R.

Other accounting standards that have been issued or proposed by the FASB or other standards-setting bodies that do
not require adoption until a future date are not expected to have a material impact on our financial statements upon
adoption.

Quantitative and Qualitative Disclosures About Market Risk

As of June 30, 2009, SPAH�s efforts were limited to organizational activities and activities relating to its initial public
offering. Since SPAH�s initial public offering, it has been identifying possible acquisition candidates. SPAH has
neither engaged in any operations nor generated any operating revenues other than interest income.

Market risk is a broad term for the risk of economic loss due to adverse changes in the fair value of a financial
instrument. These changes may be the result of various factors, including interest rates, foreign exchange rates,
commodity prices and/or equity prices. $418,909,120 of the net proceeds from SPAH�s initial public offering,
including $17,315,840 of the proceeds attributable to the underwriters� deferred fees from the initial public offering, as
well as $7,000,000 of the proceeds of the private placement of 7,000,000 additional founder�s warrants were placed in
a trust account at JPMorgan Chase Bank, N.A., maintained by Continental Stock Transfer & Trust Company, acting as
trustee. As of June 30, 2009, the balance in the trust account was $426,418,591 (which includes interest receivable on
the trust account of $87,871). The proceeds held in trust have only been invested in U.S. Government securities
having a maturity of 180 days or less or in money market funds which invest principally in either short term securities
issued or guaranteed by the United States or having the highest rating from recognized credit rating agency or tax
exempt municipal bonds issued by government entities located within the United States or otherwise meeting the
conditions under Rule 2a-7 under the Investment Company Act. Thus, SPAH is currently subject to market risk
primarily through the effect of changes in interest rates on short-term government securities and other highly rated
money-market instruments. As of June 30, 2009, assets in the trust account of $426,418,591 were invested in United
States Government Treasury-Bills which mature on July 16, 2009 and bear interest at an per annum rate of 0.14%.
Upon maturity of the Treasury-Bills on July 16, 2009, SPAH reinvested the assets in the trust account in United States
Government Treasury-Bills with a cost of $426,174,903, maturing on August 13, 2009 and bearing interest at a per
annum rate of 0.13%. A one percentage point change in the interest rate received on SPAH�s cash, short-term
government securities and money-market instruments of $427,922,161 at June 30, 2009 would result in an increase or
decrease of up to $1,070,000 in interest income over the following 90-day period. SPAH cannot provide any
assurance about the actual effect of changes in interest rates on net interest income. The estimate provided does not
include the effects of possible strategic changes in the balances of various assets and liabilities throughout 2009 or
additional actions SPAH could undertake in response to changes in interest rates.
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Directors and Executive Officers

SPAH�s directors and executive officers as of June 30, 2009 are as follows:

Name Age Position(s)

Warren G. Lichtenstein 44 Chairman of the Board of Directors, President and Chief
Executive Officer

Jack L. Howard 47 Chief Operating Officer and Secretary
James R. Henderson 51 Executive Vice President
Anthony Bergamo 62 Director
Ronald LaBow 74 Director
Howard M. Lorber 60 Director
Leonard Toboroff 76 Director
S. Nicholas Walker 54 Director

Warren G. Lichtenstein, Chairman of the Board of Directors, President and Chief Executive Officer �
Mr. Lichtenstein has been SPAH�s Chairman of the Board, President and Chief Executive Officer since February 2007.
Mr. Lichtenstein is the Chief Executive Officer of Steel Partners LLC, a global management firm. Steel Partners LLC
is the manager of Steel Partners II, L.P. and Steel Partners Holdings L.P. Mr. Lichtenstein has been associated with
Steel Partners LLC and its affiliates since 1990. Mr. Lichtenstein has been the Chairman of the Board since July 2009
and Chief Executive Officer of Steel Partners Holdings L.P., a global diversified holding company that engages or has
interests in a variety of operating businesses through its subsidiary companies, since January 2009. Mr. Lichtenstein
co-founded Steel Partners II, L.P. in 1993. He is also a Co-Founder of Steel Partners Japan Strategic Fund (Offshore),
L.P., a private investment partnership investing in Japan, and Steel Partners China Access I LP, a private equity
partnership investing in China. Mr. Lichtenstein has served as a director of GenCorp Inc., a manufacturer of aerospace
and defense products and systems with a real estate business segment, since March 2008. He was a director (formerly
Chairman of the Board) of SL Industries, Inc., a designer and manufacturer of power electronics, power motion
equipment, power protection equipment, and teleprotection and specialized communication equipment, from January
2002 to May 2008 and served as Chief Executive Officer from February 2002 to August 2005. He has served as
Chairman of the Board of WHX Corporation, a holding company, since July 2005. He served as a director of the
predecessor entity of Steel Partners Holdings L.P., from 1996 to June 2005, as Chairman and Chief Executive Officer
from December 1997 to June 2005 and as President from December 1997 to December 2003. Prior to the formation of
Steel Partners II, L.P. in 1993, Mr. Lichtenstein co-founded Steel Partners, L.P., an investment partnership, in 1990
and co-managed its business and operations. From 1988 to 1990, Mr. Lichtenstein was an acquisition/arbitrage analyst
with Ballantrae Partners, L.P., which invested in risk arbitrage, special situations, and undervalued companies. From
1987 to 1988, he was an analyst at Para Partners, L.P., a partnership that invested in arbitrage and related situations.
Mr. Lichtenstein has previously served as a director of the following companies: Alpha Technologies Group, Inc.
(Synercom Technology), Aydin Corporation (Chairman), BKF Capital Group Inc., CPX Corp. (f/k/a CellPro,
Incorporated), ECC International Corporation, Gateway Industries, Inc., KT&G Corporation, Layne Christensen
Company, PLM International, Inc. Puroflow Incorporated, Saratoga Beverage Group, Inc., Synercom Technology,
Inc., TAB Products Co., Tandycrafts Inc., Tech-Sym Corporation, United Industrial Corporation (Chairman) and
U.S. Diagnostic Labs, Inc. Mr. Lichtenstein graduated from the University of Pennsylvania with a B.A. in Economics.

Jack L. Howard, Chief Operating Officer and Secretary � Mr. Howard was a Director from February 2007 until June
2007, was Vice-Chairman from February 2007 until August 2007 and has been SPAH�s Secretary since February
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2007. Since June 2007, he has been SPAH�s Chief Operating Officer. He is the President of Steel Partners LLC, a
global management firm, and has been associated with Steel Partners LLC and its affiliates since 1993. Mr. Howard
has been the President of Steel Partners Holdings L.P., a global diversified holding company that engages or has
interests in a variety of operating businesses through its subsidiary companies, since January 2009. Mr. Howard
co-founded Steel Partners II, L.P. in 1993. He has been a registered principal of Mutual Securities, Inc., a FINRA
registered broker-dealer since 1989. Mr. Howard has been a director of WHX Corporation, a holding company, since
July 2005. He has served as a director of NOVT Corporation, a former developer of advanced medical treatments for
coronary and vascular disease, since April 2006. He has been a director of CoSine
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Communications, Inc., a former global telecommunications equipment supplier, since July 2005. He served as a
director of BNS Holding, Inc., a holding company that owns the majority of Collins Industries, Inc., a manufacturer of
school buses, ambulances and terminal trucks, from June 2004 to May 2008. He has been a director (currently
Chairman) of Adaptec, Inc., a storage solutions provider, since December 2007. Mr. Howard served as Chairman of
the Board of a predecessor entity of Steel Partners Holdings L.P., from June 2005 to December 2008, as a director
from 1996 to December 2008 and its Vice President from 1997 to December 2008. From 1997 to May 2000, he also
served as Secretary, Treasurer and Chief Financial Officer of Steel Partners Holdings L.P.�s predecessor entity. He
served as Chairman of the Board and Chief Executive Officer of Gateway Industries, Inc., a provider of database
development and web site design and development services, from February 2004 to April 2007 and as Vice President
from December 2001 to April 2007. From 1984 to 1989, Mr. Howard was with First Affiliated Securities, a FINRA
broker dealer. Mr. Howard has previously served as a director of Scientific Software-Intercomp, Inc., Pubco
Corporation and Investors Insurance Group, Inc. Mr. Howard graduated from the University of Oregon with a B.A. in
Finance. He currently holds the securities licenses of Series 7, Series 24, Series 55 and Series 63.

James R. Henderson, Executive Vice President � Mr. Henderson has been SPAH�s Executive Vice President since
February 2007. Mr. Henderson is a Managing Director and operating partner of Steel Partners LLC, a global
management firm. He has been associated with Steel Partners LLC and its affiliates since August 1999. He has served
as a director (currently Chairman of the Board) of GenCorp Inc., a manufacturer of aerospace and defense products
and systems with a real estate business segment, since March, 2008. Mr. Henderson has served as a director of Point
Blank Solutions, Inc. (currently the Chairman of the Board), a designer and manufacturer of protective body armor,
since August 2008 and has served as its Acting Chief Executive Officer since April 2009. He has served as a director
of BNS Holding, Inc., a holding company that owns the majority of Collins Industries, Inc., a manufacturer of school
buses, ambulances and terminal trucks, since June 2004. He has served as a director (currently Chairman of the Board)
of Del Global Technologies Corp., a designer and manufacturer of medical imaging and diagnostic systems, since
November 2003. He has served as a director of SL Industries, Inc., a designer and producer of proprietary advanced
systems and equipment for the power and data quality industry, since January 2002. Mr. Henderson served as a
director of Angelica Corporation, a provider of healthcare linen management services, from August 2006 to August
2008. Mr. Henderson served as a director and Chief Executive Officer of a predecessor entity of Steel Partners
Holdings L.P., a global diversified holding company that engages or has interests in a variety of operating businesses
through its subsidiary companies, from June 2005 to April 2008, was President and Chief Operating Officer from
November 2003 to April 2008 and was the Vice President of Operations from September 2000 through December
2003. He has served as Chief Executive Officer of WebBank, a wholly-owned subsidiary of Steel Partners Holdings
L.P. from November 2004 to May 2005. Mr. Henderson served as President of Gateway Industries, Inc., a provider of
database development and web site design and development services, from December 2001 to April 2008. He served
as a director of ECC International Corp., a manufacturer and marketer of computer-controlled simulators for training
personnel to perform maintenance and operator procedures on military weapons, from December 1999 to September
2003 and as acting Chief Executive Officer from July 2002 to March 2003. From January 2001 to August 2001, he
served as President of MDM Technologies, Inc., a direct mail and marketing company. From 1996 to 1999,
Mr. Henderson was employed in various positions with Aydin Corporation, a defense electronics manufacturer, which
included a tenure as President and Chief Operating Officer. From 1980 to 1996, Mr. Henderson was employed with
Unisys Corporation, an e- business solutions provider. Mr. Henderson has previously served as a director of
Tech-Sym Corporation. Mr. Henderson graduated from the University of Scranton with a B.S. in Accounting.

Anthony Bergamo, Director � Mr. Bergamo has been a Director since July 2007. He has held various positions with
MB Real Estate, a property management company based in New York City and Chicago, since April 1996, including
the position of Vice Chairman since May 2003. Mr. Bergamo served as managing director with Milstein Hotel Group,
a hotel operator, from April 1996 until July 2007. He has also served as the Chief Executive Officer of Niagara Falls
Redevelopment, LLC, a real estate development company, since August 1998. Mr. Bergamo was a director of Lone
Star Steakhouse & Saloon, Inc., an owner and operator of restaurants, from May 2002 until December 2006, at which
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time such company was sold to a private equity fund. At the time of such sale, Mr. Bergamo was the Chairman of the
Audit Committee of Lone Star Steakhouse & Saloon, Inc. He has also been a director since 1995, a Trustee since 1986
and currently is Chairman of the Audit Committee of Dime Community Bancorp, and has been a director of Steel
Partners Holdings L.P., a global diversified holding company that engages or has interests in a variety
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of operating businesses through its subsidiary companies, since July 2009. Mr. Bergamo is also the Founder of the
Federal Law Enforcement Foundation, a foundation that provides economic assistance to both federal and local law
enforcement officers suffering from serious illness and to communities recovering from natural disasters, and has
served as its Chairman since 1988. Mr. Bergamo serves on the New York State Commission for Sentencing Reform,
is a Board Member of New York Offtrack Betting Corporation and serves on the New York State Judicial Screening
Committee. He earned a BS in history from Temple University, and a JD from New York Law School. He is admitted
to the New York, New Jersey, Federal Bars, US Court of Appeals and the US Supreme Court.

Ronald LaBow, Director � Mr. LaBow has been a Director since June 2007. He has served as President of Stonehill
Investment Corp., an investment fund, since February 1990. Mr. LaBow currently is the President of WPN Corp., a
financial consulting company, and is a director of BKF Capital Group, Inc. From January 1991 to February 2004,
Mr. LaBow served as Chairman of the Board of WHX Corporation, a holding company. He earned a BS from
University of Illinois, an MS from Columbia University School of Business, an LLB from New York Law School and
a Master of Law from New York University Law School. He is admitted to the bar of the state of New York.

Howard M. Lorber, Director � Mr. Lorber has been a Director since June 2007. Mr. Lorber has served as the Executive
Chairman of Nathan�s Famous Inc. since January 2007 and prior to that served as its Chairman from 1987 until
December 2006 and as its Chief Executive Officer from November 1993 until December 2006. Also, Mr. Lorber has
been the President and Chief Executive Officer of Vector Group Ltd. since January 2006 and has served as a director
since January 2001. Mr. Lorber served as the President and Chief Operating Officer of Vector Group Ltd. from
January 2001 until January 2006. Mr. Lorber was President, Chief Operating Officer and a Director of New Valley
Corporation from November 1994 until its merger with Vector Group in December 2005. For more than the past five
years, Mr. Lorber has been a stockholder and a registered representative of Aegis Capital Corp. Mr. Lorber served as
Chairman of the Board of Ladenburg Thalmann Financial Services, the parent of Ladenburg Thalmann & Co. Inc.,
one of the underwriters of SPAH�s initial public offering, from May 2001 until July 2006 when he became
Vice-Chairman, in which capacity he currently serves. Mr. Lorber currently serves as a director of United Capital
Corp., a real estate investment and diversified manufacturing company.

Leonard Toboroff, Director � Mr. Toboroff has been a Director since June 2007. Mr. Toboroff has served as a Vice
Chairman of the Board of Allis-Chalmers Energy Inc., a provider of products and services to the oil and gas industry,
since May 1988 and served as Executive Vice President from May 1989 until February 2002. Mr. Toboroff is also a
director of Engex Corp., a closed-end mutual fund from 2003. He has been a director of NOVT Corporation, a former
developer of advanced medical treatments for coronary and vascular disease since April 2006. He served as a director
and Vice President of Varsity Brands, Inc. (formerly Riddell Sports Inc.), a provider of goods and services to the
school spirit industry, from April 1998 until it was sold in September 2003. Mr. Toboroff had been an Executive
Director of Corinthian Capital Group, LLC, a private equity fund, from October 2005 to December 2008. He has
previously served as a director of American Bakeries Co., Ameriscribe Corporation and Saratoga Spring Water Co.
Mr. Toboroff is a graduate of Syracuse University and The University of Michigan Law School.

S. Nicholas Walker, Director � Mr. Walker has been a director since June 2007. Mr. Walker is the Chief Executive
Officer of the York Group Limited (�York�) a financial services company. York provides investment management
services and securities brokerage services to institutional and high net worth individual clients. Mr. Walker has served
as Chief Executive Officer of York since 2000. From 1995 until 2000 Mr. Walker served as Senior Vice President of
Investments of PaineWebber Inc. in New York. From 1982 until 1995, he served as Senior Vice President of
Investments of Prudential Securities Inc. in New York. From 1977 to 1981 he served as an assistant manager at
Citibank NA, merchant banking group in New York, and from 1976 to 1977 as a syndication manager with Sumitomo
Finance International Limited in London. Mr. Walker served as a director of the Cronos Group, a leading lessor of
intermodal marine containers, from 1999 until it was sold in July 2007 (Nasdaq symbol �CRNS�). Mr. Walker holds an
M.A. degree in Jurisprudence from Oxford University, England.
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Each of the current executive officers of SPAH will resign upon consummation of the merger, other than Warren G.
Lichtenstein who will continue to serve as Chairman of the Board, although he will resign as President and Chief
Executive Officer of SPAH. The existing management team of Frontier will manage the business of the combined
company following the merger.
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Number and Terms of Office of Directors

The SPAH Board currently consists of six directors. These individuals play a key role in identifying and evaluating
prospective acquisition candidates, selecting the target business, and structuring, negotiating and consummating
SPAH�s initial business combination. However, none of these individuals has been a principal of or affiliated with a
blank check company that executed a business plan similar to SPAH�s business plan. Nevertheless, SPAH believes that
the skills and expertise of these individuals, their collective access to potential target businesses, and their ideas,
contacts, and acquisition expertise should enable them to successfully identify and assist SPAH in completing its
initial business combination. However, there is no assurance such individuals will, in fact, be successful in doing so.

Pursuant to this joint proxy statement/prospectus, SPAH stockholders are being asked to consider and vote upon the
election to the SPAH Board of Warren G. Lichtenstein and, if the merger is consummated, four directors from
Frontier, comprised of Patrick M. Fahey, Lucy DeYoung, Mark O. Zenger and David M. Cuthill, each of whom
currently serve on the Frontier Board, in each case to serve until the next annual meeting of SPAH and until their
successors shall have been elected and qualified. If the merger is consummated, the SPAH Board will consist of five
(5) directors, with Mr. Lichtenstein serving as Chairman of the SPAH Board. See �Proposals to be Considered by
SPAH Stockholders� for more information on each of these director nominees.

Executive Officer Compensation

None of SPAH�s current executive officers or directors has received any compensation for service rendered.

Director Independence

The SPAH Board has determined that Messrs. Bergamo, LaBow, Toboroff and Walker are �independent directors� as
such term is defined in the rules of the NYSE AMEX LLC and Rule 10A-3 of the Exchange Act.

SPAH Board Committees

The SPAH Board has formed an audit committee and a governance and nominating committee. Each committee is
composed of four directors.

Audit Committee

SPAH�s audit committee consists of Messrs. Bergamo, Toboroff , Walker and LaBow with Mr. Bergamo serving as
chair. As required by the rules of the NYSE AMEX LLC, each of the members of SPAH�s audit committee is able to
read and understand fundamental financial statements, and SPAH considers Mr. Bergamo to qualify as an �audit
committee financial expert� and as �financially sophisticated� as defined under SEC and NYSE AMEX LLC rules,
respectively. The responsibilities of SPAH�s audit committee include:

� meeting with SPAH�s management periodically to consider the adequacy of SPAH�s internal control over
financial reporting and the objectivity of SPAH�s financial reporting;

� appointing the independent registered public accounting firm, determining the compensation of the
independent registered public accounting firm and pre-approving the engagement of the independent registered
public accounting firm for audit and non-audit services;
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� overseeing the independent registered public accounting firm, including reviewing independence and quality
control procedures and experience and qualifications of audit personnel that are providing SPAH audit
services;

� meeting with the independent registered public accounting firm and reviewing the scope and significant
findings of the audits performed by them, and meeting with management and internal financial personnel
regarding these matters;
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� reviewing SPAH�s financing plans, the adequacy and sufficiency of SPAH�s financial and accounting controls,
practices and procedures, the activities and recommendations of the auditors and SPAH�s reporting policies and
practices, and reporting recommendations to the full SPAH Board for approval;

� establishing procedures for the receipt, retention and treatment of complaints regarding internal accounting
controls or auditing matters and the confidential, anonymous submissions by employees of concerns regarding
questionable accounting or auditing matters;

� following the completion of SPAH�s initial public offering, preparing the report required by the rules of the
SEC to be included in SPAH�s annual proxy statement;

� monitoring compliance on a quarterly basis with the terms of SPAH�s initial public offering and, if any
noncompliance is identified, immediately taking all action necessary to rectify such noncompliance or
otherwise causing compliance with the terms of SPAH�s initial public offering; and

� reviewing and approving all payments made to SPAH�s officers, directors and affiliates, including Steel
Partners, Ltd., other than the payment of an aggregate of $10,000 per month to Steel Partners, Ltd. for office
space, secretarial and administrative services. Any payments made to members of SPAH�s audit committee will
be reviewed and approved by the SPAH Board, with the interested director or directors abstaining from such
review and approval.

Governance and Nominating Committee

SPAH�s governance and nominating committee consists of Messrs. Bergamo, LaBow, Toboroff and Walker with
Mr. LaBow serving as chair. The functions of SPAH�s governance and nominating committee include:

� recommending qualified candidates for election to the SPAH Board;

� evaluating and reviewing the performance of existing directors;

� making recommendations to the SPAH Board regarding governance matters, including the SPAH Certificate of
Incorporation, the SPAH Bylaws and charters of SPAH�s committees; and

� developing and recommending to the SPAH Board governance and nominating guidelines and principles
applicable to SPAH.

Code of Ethics and Committee Charters

SPAH has adopted a code of ethics that applies to SPAH�s officers, directors and employees. SPAH has filed copies of
its code of ethics and its board committee charters as an exhibit to the registration statement in connection with its
initial public offering. You will be able to review these documents by accessing SPAH�s public filings at the SEC�s web
site at www.sec.gov. In addition, a copy of the code of ethics will be provided without charge upon request to SPAH.
SPAH intends to disclose any amendments to or waivers of certain provisions of its code of ethics in a current report
on Form 8-K.

Conflicts of Interest

Investors should be aware of the following potential conflicts of interest:
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� Members of SPAH�s management team are not required to commit their full time to SPAH�s affairs and,
accordingly, they will have conflicts of interest in allocating management time among various business
activities.

� Certain affiliates of SP Acq LLC may in the future become affiliated with entities engaged in business
activities similar to those Frontier conducts.

� Since Mr. Lichtenstein may be deemed the beneficial owner of shares held by SP Acq LLC and the Steel Trust,
he may have a conflict of interest in determining whether a particular target business is appropriate for SPAH
and its stockholders. This ownership interest may influence his motivation in identifying and selecting a target
business and timely completing an initial business combination. The exercise of discretion by
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SPAH�s officers and directors in identifying and selecting one or more suitable target businesses may result in a
conflict of interest when determining whether the terms, conditions and timing of a particular business
combination are appropriate and in SPAH�s stockholders� best interest.

� Unless SPAH consummates an initial business combination, SPAH�s officers and directors and affiliates of SP
Acq LLC and their employees will not receive reimbursement for any out-of-pocket expenses incurred by them
to the extent that such expenses exceed the amount of available proceeds not deposited in the trust account and
the amount of interest income from the trust account that may be released to SPAH as working capital. These
amounts were calculated based on management�s estimates of the funds needed to finance SPAH�s operations
for 24 months and to pay expenses in identifying and consummating its initial business combination. Those
estimates may prove to be inaccurate, especially if a portion of the available proceeds is used to make a down
payment in connection with the initial business combination or pay exclusivity or similar fees or if SPAH
expends a significant portion in pursuit of an initial business combination that is not consummated. SPAH�s
officers and directors may, as part of any business combination, negotiate the repayment of some or all of any
such expenses. The financial interest of SPAH�s officers and directors and SP Acq LLC could influence SPAH�s
officers� and directors� motivation in selecting a target business, and therefore they may have a conflict of
interest when determining whether a particular business combination is in the best interest of SPAH�s
stockholders. Specifically, SPAH�s officers and directors may tend to favor potential initial business
combinations with target businesses that offer to reimburse any expenses that SPAH did not have the funds to
reimburse itself.

� SPAH�s officers and directors may have a conflict of interest with respect to evaluating a particular initial
business combination if the retention or resignation of any such officers and directors were included by a target
business as a condition to any agreement with respect to an initial business combination.

In general, officers and directors of a corporation incorporated under the laws of the State of Delaware are required to
present business opportunities to a corporation if:

� the corporation could financially undertake the opportunity;

� the opportunity is within the corporation�s line of business; and

� it would not be fair to the corporation and its stockholders for the opportunity not to be brought to the attention
of the corporation.

Accordingly, as a result of multiple business affiliations, SPAH�s officers and directors may have similar legal
obligations relating to presenting business opportunities meeting the above-listed criteria to multiple entities. In
addition, conflicts of interest may arise when the SPAH Board evaluates a particular business opportunity with respect
to the above-listed criteria. SPAH cannot assure you that any of the above mentioned conflicts will be resolved in its
favor.

Each of SPAH�s officers and directors has, or may come to have, to a certain degree, other fiduciary obligations.
Members of SPAH�s management team have fiduciary obligations to other companies on whose board of directors
they presently sit, or may have obligations to companies whose board of directors they may join in the future. To the
extent that they identify business opportunities that may be suitable for SPAH or other companies on whose board of
directors they may sit, SPAH�s directors will honor those fiduciary obligations. Accordingly, they may not present
opportunities to SPAH that come to their attention in the performance of their duties as directors of such other entities
unless the other companies have declined to accept such opportunities or clearly lack the resources to take advantage
of such opportunities.
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires SPAH�s officers, directors and persons who own more than ten percent of a
registered class of SPAH�s equity securities to file reports of ownership and changes in ownership with the SEC.
Officers, directors and ten percent stockholders are required by regulation to furnish SPAH with copies of all
Section 16(a) forms they file. Based solely on copies of such forms received, SPAH believes that, during the year

132

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 290



Table of Contents

ended December 31, 2008 and for the six months ended June 30, 2009, all filing requirements applicable to SPAH
officers, directors and greater than ten percent beneficial owners were complied with.

Executive Compensation

Compensation Discussion and Analysis

None of SPAH�s officers or directors has received any cash compensation for services rendered. In June 2007, each of
SPAH�s independent directors purchased 100,000 founder�s units for a purchase price of $330, and purchased 100,000
additional founder�s warrants for an aggregate purchase price of $100,000 upon the consummation of SPAH�s initial
public offering. However, none of them serve as officers of SPAH nor receive any compensation for serving in such
role, other than reimbursement of actual out-of-pocket expenses. As the price paid for the founder�s units and
additional founder�s warrants was fair market value at the time, SPAH does not consider the value of the units at the
offering price to be compensation. Rather, SPAH believes that because they own such shares, no compensation (other
than reimbursement of out of pocket expenses) is necessary and such persons agreed to serve in such role without
compensation.

SPAH has agreed to pay Steel Partners, Ltd., an affiliate of Mr. Lichtenstein, a total of $10,000 per month for office
space, administrative services and secretarial support until the earlier of SPAH�s consummation of a business
combination or liquidation. This arrangement is being agreed to by Steel Partners, Ltd. for SPAH�s benefit and is not
intended to provide Steel Partners, Ltd. compensation in lieu of a management fee. SPAH believes that such fees are
at least as favorable as SPAH could have obtained from an unaffiliated third party. Following the consummation of
the merger, this agreement with Steel Partners, Ltd. will be terminated.

Other than this $10,000 per-month fee, no compensation of any kind, including finder�s and consulting fees, will be
paid to any of SPAH�s officers or directors, or any of their respective affiliates, for services rendered prior to or in
connection with a business combination. However, these individuals and SP Acq LLC will be reimbursed for any
out-of-pocket expenses incurred in connection with activities on SPAH�s behalf such as identifying potential target
businesses and performing due diligence on suitable business combinations. After a business combination, any of
SPAH�s officers or directors who remain with SPAH may be paid consulting, management or other fees from the
combined company with any and all amounts being fully disclosed to stockholders, to the extent then known, in the
proxy solicitation materials furnished to SPAH�s stockholders. It is unlikely the amount of such compensation will be
known at the time of a stockholder meeting held to consider a business combination, as it will be up to the directors of
the post-combination business to determine executive and director compensation.

Other than the securities described above and in the section appearing below entitled ��� Security Ownership of Certain
Beneficial Owners and Management and Related Stockholder Matters�, neither SPAH�s officers nor SPAH�s directors
has received any of SPAH�s equity securities.

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Principal Stockholders of SPAH Prior to the Merger

The following table sets forth information regarding the direct and indirect beneficial ownership of SPAH�s common
stock as of September 17, 2009 by:

� each beneficial owner of more than 5% of SPAH�s outstanding shares of common stock;

� each of SPAH�s officers and directors; and
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Unless otherwise indicated, SPAH believes that all persons named in the table have sole voting and investment power
with respect to all shares of common stock beneficially owned by them. The following table does not reflect record or
beneficial ownership of the co-investment shares or the initial founder�s warrants, the additional founder�s warrants, or
the co-investment warrants, as these warrants are not exercisable within 60 days of the date of this report.

Approximate
Percentage of

Number of Shares of Outstanding
Common Stock Common Stock

Name and Address of Beneficial Owner(1) Beneficially Owned
Beneficially
Owned

Warren G. Lichtenstein(2)(3) 10,322,400 19.0%

SP Acq LLC 9,653,412 17.8%

Steel Partners II Liquidating Series Trust � Series F(3) 668,988 1.2%

Steel Partners II, L.P.(3) 668,988 1.2%

Steel Partners II GP LLC(3) 668,988 1.2%

Steel Partners LLC(3) 668,988 1.2%

Steel Partners Holdings L.P.(3) 668,988 1.2%

Anthony Bergamo(4) 109,653 *

Ronald LaBow(4) 109,653 *

Howard M. Lorber(4) 109,653 *

Leonard Toboroff(4) 109,653 *

S. Nicholas Walker(4) 109,653 *

Jack L. Howard(5) � �

James R. Henderson(5) � �

Patrick M. Fahey � �

QVT Financial LP(6) 4,856,550 9.0%
1177 Avenue of the Americas, 9th Floor
New York, New York 10036
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HBK Investments L.P.(7) 5,351,585 9.9%
300 Crescent Court, Suite 700
Dallas, Texas, 75201

Fir Tree, Inc.(8) 4,001,000 7.4%
505 Fifth Avenue,23rd Floor
New York, New York 10017

Millennium Management LLC(9) 6,019,050 11.1%
666 Fifth Avenue
New York, New York 10103

Hartz Capital, Inc.(10) 2,812,416 5.2%
400 Plaza Drive
Secaucus, New Jersey

All executive officers and directors as a group (8 individuals)(2)(3) 10,822,400 20.0%

* Less than one percent.

(1) Unless otherwise indicated, the business address of each of the individuals or entities is 590 Madison Avenue,
32nd Floor, New York, New York 10022.
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(2) Mr. Lichtenstein is the managing member of SP Acq LLC and may be considered to have beneficial ownership
of SP Acq LLC�s interest in SPAH. Mr. Lichtenstein disclaims beneficial ownership of any shares in which he
does not have a pecuniary interest.

(3) SP II, as nominee, holds the shares of common stock of SPAH beneficially owned by the Steel Trust. Steel
Partners LLC is the manager of SP II and Steel Trust. Steel Partners II GP LLC is the general partner of SP II and
the liquidating trustee of Steel Trust. Mr. Lichtenstein is the manager of Steel Partners LLC and the managing
member of Steel Partners II GP LLC. Steel Partners Holdings L.P. is the sole limited partner of SP II. By virtue
of these relationships, each of SP II, Steel Partners LLC, Steel Partners II GP LLC, Mr. Lichtenstein and Steel
Partners Holdings L.P. may be deemed to beneficially own the shares of common stock of SPAH beneficially
owned by the Steel Trust.

(4) Each of the following persons is a member of SP Acq LLC: Anthony Bergamo, Ronald LaBow, Howard M.
Lorber, Leonard Toboroff and S. Nicholas Walker. Such persons have each been granted voting power over the
number of shares equal to each of his respective percentage ownership in SP Acq LLC multiplied by the number
of shares owned by SP Acq LLC. Accordingly, each of such persons has been attributed 9,653 shares and such
shares are also included in the shares held by SP Acq LLC.

(5) Each of Jack L. Howard and James R. Henderson is a member of SP Acq LLC, however, neither of such persons
has voting or dispositive power over the shares of common stock owned by SP Acq LLC. Accordingly, the shares
held by SP Acq LLC are not deemed to be beneficially owned by either of such persons.

(6) As reported in Amendment No. 2 to Schedule 13G filed with the SEC on February 4, 2009, QVT Financial LP
(�QVT Financial�) is the investment manager for QVT Fund LP (the �Fund�), which beneficially owns
4,011,419 shares of common stock, and for Quintessence Fund L.P. (�Quintessence�), which beneficially owns
440,586 shares of common stock. QVT Financial is also the investment manager for a separate discretionary
account managed for a third party (the �Separate Account�), which holds 404,545 shares of common stock. QVT
Financial has the power to direct the vote and disposition of the common stock held by the Fund, Quintessence
and the Separate Account. Accordingly, QVT Financial may be deemed to be the beneficial owner of an
aggregate amount of 4,586,550 shares of common stock, consisting of the shares owned by the Fund and
Quintessence and the Separate Account. QVT Financial GP LLC, as General Partner of QVT Financial, may be
deemed to beneficially own the same number of shares of common stock reported by QVT Financial. QVT
Associates GP LLC, as General Partner of the Fund and Quintessence, may be deemed to beneficially own the
aggregate number of shares of common stock owned by the Fund and Quintessence, and accordingly, QVT
Associates GP LLC may be deemed to be the beneficial owner of an aggregate amount of 4,452,005 shares of
common stock.

(7) As reported in Amendment No. 2 to Schedule 13G filed with the SEC on February 6, 2009, HBK Investments
L.P. has delegated discretion to vote and dispose of the Securities to HBK Services LLC (�Services�). Services
may, from time to time, delegate discretion to vote and dispose of certain of the shares to HBK New York LLC, a
Delaware limited liability company, HBK Virginia LLC, a Delaware limited liability company, and/or HBK
Europe Management LLP, a limited liability partnership organized under the laws of the United Kingdom
(collectively, the �Subadvisors�). Each of Services and the Subadvisors is under common control with HBK
Investments L.P.

(8) As reported in Amendment No. 2 to Schedule 13G filed with the SEC on February 10, 2009, Fir Tree SPAC
Holdings 1, LLC (�SPAC Holdings 1�) and Fir Tree SPAC Holdings 2, LLC (�SPAC Holdings 2�) are the beneficial
owners of 2,705,600 shares of common stock and 1,295,400 shares of common stock, respectively. Fir Tree, Inc.
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may be deemed to beneficially own the shares of common stock held by SPAC Holdings 1 and SPAC Holdings 2
as a result of being the investment manager of SPAC Holdings 1 and SPAC Holdings 2.

(9) As reported in Amendment No. 1 to Schedule 13G filed with the SEC on November 3, 2008, Integrated Core
Strategies (US) LLC, a Delaware limited liability company (�Integrated Core Strategies�), may be deemed to be the
beneficial owner of 4,815,650 shares of common stock. Millenco LLC, a Delaware limited liability company
(�Millenco�) (formerly known as Millenco, L.P.), may be deemed to be the beneficial owner of 1,203,400 shares of
common stock. Millennium Management LLC, a Delaware limited liability company (�Millennium Management�),
is the manager of Millenco, and consequently may be deemed to have shared voting control and investment
discretion over shares owned by Millenco. Millennium Management is also the
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general partner of Integrated Holding Group LP, a Delaware limited partnership (�Integrated Holding Group�),
which is the managing member of Integrated Core Strategies and consequently may be deemed to have shared
voting control and investment discretion over shares owned by Integrated Core Strategies. Israel A. Englander
(�Mr. Englander�) is the managing member of Millennium Management. As a result, Mr. Englander may be
deemed to have shared voting control and investment discretion over shares deemed to be beneficially owned by
Millennium Management.

(10) As reported in Schedule 13G filed with the SEC on August 27, 2008, Hartz Capital, Inc., is the manager of
Hartz Capital Investments, LLC. Each of Hartz Capital, Inc. and Hartz Capital Investments, LLC may be
deemed to beneficially own 2,812,416 shares of common stock.

Upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of the 9,653,412 founder�s shares it
owns and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of
the 500,000 founder�s shares they own.

Upon the sale of the co-investment units, the SPAH insiders will collectively own approximately 8.7% of SPAH�s
issued and outstanding shares of common stock (assuming no SPAH public stockholder exercise their conversion
rights), which could permit them to effectively influence the outcome of all matters requiring approval by SPAH�s
stockholders at such time, including the election of directors and approval of significant corporate transactions,
following the consummation of the merger.

SPAH�s initial public offering prospectus discloses that in the event SP II does not purchase the co-investment units,
the SPAH insiders have agreed to surrender and forfeit their founder�s units to SPAH; provided that such surrender and
forfeiture will not be required if SP Acq LLC purchases such co-investment units. In such event, SP II previously
agreed to transfer its founder�s units to SP Acq LLC. Since the Steel Trust has agreed to purchase the co-investment
units and thereafter transfer such units to a permitted transferee of SP II, SPAH public stockholders may have a
securities law claim against SPAH for rescission or damages, as described more fully under �The Merger and the
Merger Agreement-Rescission Rights.�

SP Acq LLC is a holding company founded to form SPAH and hold an investment in the founder�s units. Subject to
the terms of its operating agreement, SP Acq LLC may distribute the founder�s units to its members at any time,
subject further to the transfer and other restrictions applicable to permitted transferees described below and to
applicable federal and state securities laws.
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Principal Stockholders of SPAH Following the Consummation of the Merger

The following table sets forth information regarding the direct and indirect beneficial ownership of SPAH�s common
stock by:

� each current beneficial owner of more than 5% of SPAH�s outstanding shares of common stock;

� each of SPAH�s current officers and directors; and

� all of SPAH�s current officers and directors as a group,

assuming (i) the proposed merger is consummated, (ii) the Steel Trust acquires the co-investment units, (iii) SP Acq
LLC and the current members of the SPAH Board forfeit an aggregate of 9,453,412 shares of SPAH common stock,
(iv) no Frontier shareholders exercise dissenters� rights, (v) no SPAH public stockholders exercise conversion rights
and (vi) no warrants are exercised.

Approximate
Percentage of

Number of Shares of Outstanding
Common Stock Common Stock

Name and Address of Beneficial Owner(1) Beneficially Owned
Beneficially
Owned

Warren G. Lichtenstein(2)(3) 4,334,517 8.6%

SP Acq LLC 665,529 1.3%

Steel Partners II Liquidating Series Trust � Series F(3) 3,668,988 7.3%

Steel Partners II, L.P.(3) 3,668,988 7.3%

Steel Partners II GP LLC(3) 3,668,988 7.3%

Steel Partners LLC(3) 3,668,988 7.3%

Steel Partners Holdings L.P.(3) 3,668,988 7.3%

Anthony Bergamo(4) 7,560 *

Ronald LaBow(4) 7,560 *

Howard M. Lorber(4) 7,560 *

Leonard Toboroff(4) 7,560 *

S. Nicholas Walker(4) 7,560 *
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Jack L. Howard(5) � *

James R. Henderson(5) � *

Patrick M. Fahey � *

QVT Financial LP(6) 4,856,550 9.7%
1177 Avenue of the Americas, 9th Floor
New York, New York 10036

HBK Investments L.P.(7) 5,351,585 10.7%
300 Crescent Court, Suite 700
Dallas, Texas, 75201

Fir Tree, Inc.(8) 4,001,000 8.0%
505 Fifth Avenue, 23rd Floor
New York, New York 10017

Millennium Management LLC(9) 6,019,050 12.0%
666 Fifth Avenue
New York, New York 10103

Hartz Capital, Inc.(10) 2,812,416 5.6%
400 Plaza Drive Secaucus, New Jersey

All executive officers and directors as a group (8 individuals)(2)(3) 4,368,988 8.7%
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* Less than one percent.

(1) Unless otherwise indicated, the business address of each of the individuals or entities is 590 Madison Avenue,
32nd Floor, New York, New York 10022.

(2) Mr. Lichtenstein is the managing member of SP Acq LLC and may be considered to have beneficial ownership
of SP Acq LLC�s interest in SPAH. Mr. Lichtenstein disclaims beneficial ownership of any shares in which he
does not have a pecuniary interest. Of the 4,334,517 shares of common stock Mr. Lichtenstein may be deemed to
beneficially own, 2,063,806 shares will be held as Non-Voting Common Stock, as described in footnote
(3) below.

(3) In addition to the exercise restrictions set forth in the proposed warrant amendment proposal, the Steel Trust has
agreed to convert certain shares of its voting common stock into Non-Voting Common Stock as necessary in
order to maintain an ownership level of voting common stock below 5% of the total outstanding shares of voting.
As a result, of the 3,668,988 shares of common stock of SPAH beneficially owned by the Steel Trust,
1,605,182 shares will be held as voting common stock and 2,063,806 shares will be held as Non-Voting Common
Stock. SP II, as nominee, holds the shares of common stock of SPAH beneficially owned by the Steel Trust. Steel
Partners LLC is the manager of SP II and Steel Trust. Steel Partners II GP LLC is the general partner of SP II and
the liquidating trustee of Steel Trust. Mr. Lichtenstein is the manager of Steel Partners LLC and the managing
member of Steel Partners II GP LLC. Steel Partners Holdings L.P. is the sole limited partner of SP II. By virtue
of these relationships, each of SP II, Steel Partners LLC, Steel Partners II GP LLC, Mr. Lichtenstein and Steel
Partners Holdings L.P. may be deemed to beneficially own the shares of common stock of SPAH beneficially
owned by the Steel Trust.

(4) Each of the following persons is a member of SP Acq LLC: Anthony Bergamo, Ronald LaBow, Howard M.
Lorber, Leonard Toboroff and S. Nicholas Walker. Such persons have each been granted voting power over the
number of shares equal to each of his respective percentage ownership in SP Acq LLC multiplied by the number
of shares owned by SP Acq LLC. Accordingly, each of such persons has been attributed 666 shares and such
shares are also included in the shares held by SP Acq LLC.

(5) Each of Jack L. Howard and James R. Henderson is a member of SP Acq LLC, however, neither of such persons
has voting or dispositive power over the shares of common stock owned by SP Acq LLC. Accordingly, the shares
held by SP Acq LLC are not deemed to be beneficially owned by either of such persons.

(6) As reported in Amendment No. 2 to Schedule 13G filed with the SEC on February 4, 2009, QVT Financial LP
(�QVT Financial�) is the investment manager for QVT Fund LP (the �Fund�), which beneficially owns
4,011,419 shares of common stock, and for Quintessence Fund L.P. (�Quintessence�), which beneficially owns
440,586 shares of common stock. QVT Financial is also the investment manager for a separate discretionary
account managed for a third party (the �Separate Account�), which holds 404,545 shares of common stock. QVT
Financial has the power to direct the vote and disposition of the common stock held by the Fund, Quintessence
and the Separate Account. Accordingly, QVT Financial may be deemed to be the beneficial owner of an
aggregate amount of 4,586,550 shares of common stock, consisting of the shares owned by the Fund and
Quintessence and the Separate Account. QVT Financial GP LLC, as General Partner of QVT Financial, may be
deemed to beneficially own the same number of shares of common stock reported by QVT Financial. QVT
Associates GP LLC, as General Partner of the Fund and Quintessence, may be deemed to beneficially own the
aggregate number of shares of common stock owned by the Fund and Quintessence, and accordingly, QVT
Associates GP LLC may be deemed to be the beneficial owner of an aggregate amount of 4,452,005 shares of
common stock.
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(7) As reported in Amendment No. 2 to Schedule 13G filed with the SEC on February 6, 2009, HBK Investments
L.P. has delegated discretion to vote and dispose of the Securities to HBK Services LLC (�Services�). Services
may, from time to time, delegate discretion to vote and dispose of certain of the shares to HBK New York LLC, a
Delaware limited liability company, HBK Virginia LLC, a Delaware limited liability company, and/or HBK
Europe Management LLP, a limited liability partnership organized under the laws of the United Kingdom
(collectively, the �Subadvisors�). Each of Services and the Subadvisors is under common control with HBK
Investments L.P.
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(8) As reported in Amendment No. 2 to Schedule 13G filed with the SEC on February 10, 2009, Fir Tree SPAC
Holdings 1, LLC (�SPAC Holdings 1�) and Fir Tree SPAC Holdings 2, LLC (�SPAC Holdings 2�) are the
beneficial owners of 2,705,600 shares of common stock and 1,295,400 shares of common stock, respectively.
Fir Tree, Inc. may be deemed to beneficially own the shares of common stock held by SPAC Holdings 1 and
SPAC Holdings 2 as a result of being the investment manager of SPAC Holdings 1 and SPAC Holdings 2.

(9) As reported in Amendment No. 1 to Schedule 13G filed with the SEC on November 3, 2008, Integrated Core
Strategies (US) LLC, a Delaware limited liability company (�Integrated Core Strategies�), may be deemed to be
the beneficial owner of 4,815,650 shares of common stock. Millenco LLC, a Delaware limited liability
company (�Millenco�) (formerly known as Millenco, L.P.), may be deemed to be the beneficial owner of
1,203,400 shares of common stock. Millennium Management LLC, a Delaware limited liability company
(�Millennium Management�), is the manager of Millenco, and consequently may be deemed to have shared voting
control and investment discretion over shares owned by Millenco. Millennium Management is also the general
partner of Integrated Holding Group LP, a Delaware limited partnership (�Integrated Holding Group�), which is
the managing member of Integrated Core Strategies and consequently may be deemed to have shared voting
control and investment discretion over shares owned by Integrated Core Strategies. Israel A. Englander
(�Mr. Englander�) is the managing member of Millennium Management. As a result, Mr. Englander may be
deemed to have shared voting control and investment discretion over shares deemed to be beneficially owned by
Millennium Management.

(10) As reported in Schedule 13G filed with the SEC on August 27, 2008, Hartz Capital, Inc., is the manager of
Hartz Capital Investments, LLC. Each of Hartz Capital, Inc. and Hartz Capital Investments, LLC may be
deemed to beneficially own 2,812,416 shares of common stock.

Transfer Restrictions

The SPAH insiders previously entered into lock-up agreements, pursuant to which they have agreed not to sell or
transfer their founder�s units and the founder�s shares and initial founder�s warrants comprising the founder�s units
(including the common stock to be issued upon the exercise of the initial founder�s warrants) for a period of one year
from the date the merger is consummated, except in each case to permitted transferees who agree to be subject to the
same transfer restrictions. The Steel Trust has agreed to be bound by these transfer restrictions.

SP II previously agreed not to sell or transfer the co-investment units, co-investment shares or co-investment warrants
(including the common stock to be issued upon exercise of the co-investment warrants) until one year after SPAH
completes the merger except to permitted transferees who agree to be bound by such transfer restrictions. The Steel
Trust has agreed to be bound by these transfer restrictions.

The permitted transferees under the lock-up agreements are SPAH�s officers, directors and employees and other
persons or entities associated or affiliated with SP II or Steel Partners, Ltd. (other than, in the case of SP II and SP
Acq LLC, their respective limited partners or members in their capacity as limited partners or members). Any transfer
to a permitted transferee will be in a private transaction exempt from registration under the Securities Act, pursuant to
Section 4(i) thereof.

During the lock-up period, the SPAH insiders and any permitted transferees to whom they transfer shares of common
stock will retain all other rights of holders of SPAH common stock, including, without limitation, the right to vote
their shares of common stock (except to the extent they convert their voting common stock into Non-Voting Common
Stock or receive Non-Voting Common Stock upon exercise of their warrants) and the right to receive cash dividends,
if declared. If dividends are declared and payable in shares of common stock, such dividends will also be subject to
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the lock-up agreement. If SPAH is unable to effect the merger and liquidates, the SPAH insiders have waived the right
to receive any portion of the liquidation proceeds with respect to the founder�s shares. Any permitted transferees to
whom the founder�s shares are transferred will also agree to waive that right.

Certain Relationships, Related Transactions and Director Independence

On March 22, 2007, SP Acq LLC, which is controlled by Mr. Lichtenstein, purchased 11,500,000 of SPAH�s units. On
June 25, 2007, a total of 500,000 founder�s units were sold by SP Acq LLC to Anthony Bergamo, Ronald LaBow,
Howard M. Lorber, Leonard Toboroff and S. Nicholas Walker, each a director of SPAH, in private
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transactions subject to the succeeding sentence. Pursuant to the purchase agreement dated March 30, 2007, SP Acq
LLC sold 662,791 founder�s units to SP II, an affiliate of SP Acq LLC.

On August 8, 2007, SPAH declared a unit dividend of 0.15 units for each outstanding share of common stock. On
September 4, 2007, SPAH declared a unit dividend of one-third of a unit for each outstanding share of common stock.
Pursuant to an adjustment agreement SPAH entered into with each of the SPAH insiders, each agreed to assign their
right to receive the additional founder�s units they received pursuant to the dividend to SP Acq LLC. 667,600 of these
additional founder�s units were subsequently forfeited by SP Acq LLC in connection with the exercise of the
underwriters� over-allotment option so that the holders of SPAH�s founder�s units maintained collective ownership of
20% of SPAH�s units.

On March 22, 2007, SP Acq LLC entered into an agreement with SPAH to purchase 5,250,000 warrants at a price of
$1.00 per warrant, upon the consummation of SPAH�s initial public offering. Subsequent to this agreement,
Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker agreed that they would purchase a total of 500,000 of the
additional founder�s warrants from SP Acq LLC. On October 4, 2007, SP Acq LLC agreed to purchase an additional
1,750,000 additional founder�s warrants at a price of $1.00 per warrant immediately prior to SPAH�s initial public
offering resulting in an aggregate purchase of 7,000,000 additional founder�s warrants. SPAH believes the purchase
price of $1.00 per warrant for the additional founder�s warrants represented the fair value of such warrants on the date
of purchase and accordingly no compensation expense has been recognized with respect to the issuance of the
additional founder�s warrants. The $7.0 million of proceeds from the investment in the 7,000,000 additional founder�s
warrants has been placed in the trust account pending SPAH�s completion of the merger. If SPAH does not complete
the merger or another initial business combination, then the $7.0 million will be part of the liquidation distribution to
the SPAH public stockholders, and the additional founder�s warrants will expire worthless. The additional founder�s
warrants are non-redeemable so long as they are held by SP Acq LLC or its permitted transferees.

Pursuant to the terms of the purchase agreements with Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker, SP
Acq LLC may repurchase the founder�s units owned by Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker in the
event of their resignation or removal for cause from SPAH�s Board.

The founder�s units are identical to those sold in SPAH�s initial public offering, except that:

� The SPAH insiders have agreed to vote all of their founder�s shares either for or against the merger as
determined by the SPAH public stockholders who vote at the special meeting called for the purpose of
approving SPAH�s initial business combination;

� SPAH insiders have waived their conversion rights;

� The SPAH insiders have agreed that the founder�s shares included therein will not participate with the common
stock included in the units sold in SPAH�s initial public offering in any liquidating distribution;

� the initial founder�s warrants included therein:

� only become exercisable after consummation of the merger if and when the last sales price of SPAH�s
common stock exceeds $14.25 per share for any 20 trading days within a 30 trading day period beginning
90 days after the merger; and

� are non-redeemable so long as they are held by SP Acq LLC or its permitted transferees, including the Steel
Trust and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker; and
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� will be forfeited in the event that SP II or SP Acq LLC fails to purchase the co-investment units.
Notwithstanding the foregoing, the Steel Trust has agreed to assume all of SP II�s rights and obligations with
respect to SP II�s founder�s shares and warrants, including to purchase the co-investment units.

On March 22, 2007, SP II agreed to purchase an aggregate of 3,000,000 units, directly from SPAH at a price of $10.00
per unit ($30.0 million in the aggregate) in a private placement that will occur immediately prior to the consummation
of the merger. Pursuant to a plan of reorganization, SP II has contributed certain assets to the Steel Trust, a liquidating
trust established for the purpose of effecting the orderly liquidation of such assets. As a result, all of the founder�s units
owned by SP II, including the founder�s shares and initial founder�s warrants comprising the
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units, have been transferred to the Steel Trust in a private transaction exempt from registration under the Securities
Act. The Steel Trust has agreed to assume all of SP II�s rights and obligations with respect to the founder�s units, as
more fully described elsewhere in this joint proxy statement/prospectus, including the obligation to purchase the
co-investment units. Since SPAH�s initial public offering prospectus disclosed that only SP II or SP Acq LLC may
purchase the co-investment units, SPAH public stockholders may have a securities law claim against SPAH for
rescission (under which a successful claimant has the right to receive the total amount paid for his or her securities
pursuant to an allegedly deficient prospectus, plus interest and less any income earned on the securities, in exchange
for surrender of the securities) or damages (compensation for loss on an investment caused by alleged material
misrepresentations or omissions in the sale of a security), as described more fully under �The Merger and the Merger
Agreement � Rescission Rights.�

SPAH has entered into an agreement with each of the SPAH insiders granting them the right to demand that SPAH
register the resale, (i) in the case of each of the SPAH insiders, of the founder�s units, the founder�s shares, the initial
founder�s warrants and the shares of common stock underlying the initial founder�s warrants, (ii) in the case of SP Acq
LLC and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker, the additional founder�s warrants and the shares of
common stock underlying the additional founder�s warrants, and (iii) in the case of SP II (or its permitted transferee
including the Steel Trust), the co-investment units, co-investment shares and co-investment warrants and the shares of
common stock underlying the co-investment warrants, with respect to the founder�s units, the founder�s shares, the
initial founder�s warrants and shares of common stock issuable upon exercise of such warrants, the co-investment
units, the co-investment shares and the co-investment warrants and shares issuable upon exercise of such warrants at
any time commencing three months prior to the date on which they are no longer subject to transfer restrictions, and
with respect to all of the additional founder�s warrants and the underlying shares of common stock, at any time after
the execution of the merger agreement. SPAH will bear the expenses incurred in connection with the filing of any
such registration statements.

As of December 31, 2007, Steel Partners, Ltd., had loaned SPAH a total of $250,000 evidenced by a promissory note,
which was used to pay a portion of the expenses of SPAH�s initial public offering and organization. This note bore
interest at 5%, compounded semi-annually and was to be paid in full by December 31, 2008. This loan was made to
SPAH by Steel Partners, Ltd. because SP Acq LLC was recently formed and had limited capital. On June 27, 2008,
the note was paid in full.

SPAH has agreed to pay Steel Partners, Ltd. a monthly fee of $10,000 for office space and administrative services,
including secretarial support. This fee commenced upon the completion of SPAH�s initial public offering. SPAH
believes that such fees are at least as favorable as SPAH could have obtained from an unaffiliated third party.
Following the consummation of the merger, this agreement with Steel Partners, Ltd. will be terminated.

SPAH will reimburse its officers, directors and affiliates, including affiliates of SP Acq LLC and their employees, for
any reasonable out-of-pocket business expenses incurred by them in connection with certain activities on SPAH�s
behalf such as identifying and investigating possible target businesses and business combinations. Subject to
availability of proceeds not placed in the trust account and interest income of $3.5 million on the balance in the trust
account that was previously released to SPAH to fund its working capital requirements, there is no limit on the
amount of out-of-pocket expenses that could be incurred. SPAH�s audit committee will review and approve all
payments made to SPAH�s officers, directors and affiliates, including affiliates of SP Acq LLC and their employees,
other than the payment of an aggregate of $10,000 per month to Steel Partners, Ltd. for office space, secretarial and
administrative services, and any payments made to members of SPAH�s audit committee will be reviewed and
approved by the SPAH Board, with the interested director or directors abstaining from such review and approval. To
the extent such out-of-pocket expenses exceed the available proceeds not deposited in the trust account and interest
income of $3.5 million on the balance in the trust account previously released to SPAH to fund its working capital
requirements, such out-of-pocket expenses would not be reimbursed by SPAH unless SPAH consummates the merger
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Other than reimbursable out-of-pocket expenses, including travel expenses, payable to SPAH�s officers and directors
and SP Acq LLC or its affiliates and an aggregate of $10,000 per month paid to Steel Partners, Ltd. for office space,
secretarial and administrative services, no compensation or fees of any kind, including finder�s and
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consulting fees or any other forms of compensation, including but not limited to stock options, will be paid to any of
SPAH�s officers or directors or their affiliates.

Upon consummation of the merger, SP Acq LLC has agreed to forfeit 8,987,883 of the 9,653,412 founder�s shares it
owns and Messrs. Bergamo, LaBow, Lorber, Toboroff and Walker have agreed to forfeit an aggregate of 465,530 of
the 500,000 founder�s shares they own.

Changes in Registrant�s Certifying Accountant

On January 6, 2009, SPAH dismissed Grant Thornton LLP (�GT�) as its independent registered public accounting firm,
effective immediately. The decision to dismiss GT was approved by the Audit Committee of the SPAH Board.

The reports of GT on the financial statements of SPAH for the period from February 14, 2007 (date of inception) to
March 31, 2007, the cumulative period from February 14, 2007 (date of inception) to October 16, 2007 and the
cumulative period from February 14, 2007 (date of inception) to December 31, 2007 did not contain any adverse
opinion or disclaimer of opinion and were not qualified or modified as to uncertainty, audit scope or accounting
principle.

From February 14, 2007 (date of inception) to December 31, 2007 and through January 6, 2009, there were no
disagreements with GT on any matter of accounting principles or practices, financial statement disclosure, or auditing
scope or procedure which, if not resolved to the satisfaction of GT, would have caused them to make reference thereto
in their reports on the financial statements for such years.

On January 7, 2008, GT advised SPAH that it believed SPAH had a material weakness in that the SPAH internal
control structure had an operational failure whereby SPAH did not properly record the stock that is redeemable
outside the control of SPAH as mezzanine equity. SPAH inadvertently omitted disclosure of this redemption feature in
the October 16, 2007 financial statements. Accordingly, on January 8, 2008, SPAH filed an amended Current Report
on Form 8-K (the �Amended Report�) with the SEC, amending the original Current Report on Form 8-K, filed with the
SEC on October 23, 2007, to reclassify the redeemable common stock on SPAH�s balance sheet and statement of
stockholders� equity at October 16, 2007 and to add disclosure of this feature to the notes to the financial statements.
SPAH filed the Amended Report to conform SPAH�s financial statements with Regulation S-X 5.08, consistent with
other blank check companies with similar business plans. The redemption feature of SPAH�s common stock had been
fully disclosed in SPAH�s Prospectus, dated October 10, 2007, and subsequently in SPAH�s Quarterly Report on
Form 10-Q for the quarter ended September 30, 2007, filed with the SEC on November 16, 2007.

From February 14, 2007 (date of inception) to December 31, 2007 and through January 6, 2009, there were no
�reportable events� as that term is described in Item 304(a)(1)(v) of Regulation S-K, other than as indicated above.

As a result of the filing of the Amended Report as described above, SPAH augmented its internal controls over
financial reporting and reported the following in Item 9A of its 2007 Annual Report on Form 10-K filed on March 27,
2008:

...other than certain augmentation of the company�s internal controls over financial reporting in connection with the
company becoming a public company, including supplementing the reporting and review processes with respect to
applicable United States generally accepted accounting principles and SEC rules, there has been no changes to the
company�s internal controls which has materially affected, or is reasonably likely to materially affect, the company�s
internal control over financial reporting.
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On January 6, 2009, SPAH engaged J.H. Cohn LLP as SPAH�s independent registered public accountant. The
engagement of J.H. Cohn LLP was approved by the Audit Committee of the SPAH Board.

From February 14, 2007 (date of inception) to December 31, 2007 and through January 6, 2009, SPAH did not consult
with J.H. Cohn LLP with respect to either (i) the application of accounting principles to a specified transaction, either
completed or proposed; (ii) the type of audit opinion that might be rendered on SPAH�s financial statements; or
(iii) any matter that was either the subject of disagreement (as defined in Item 304(a)(1)(iv) of Regulation S-K) or a
reportable event (as defined in Item 304(a)(1)(v) of Regulation S-K).
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INFORMATION ABOUT FRONTIER

(References to �we�, �our�, �us� and �the Corporation� refer to Frontier Financial Corporation and its subsidiary,
for purposes of this section only. )

Frontier

Frontier is a Washington corporation which was incorporated in 1983 and is registered as a bank holding company
under the BHC Act. At June 30, 2009, Frontier had one operating subsidiary, Frontier Bank, which is engaged in a
general banking business and in businesses related to banking. Effective December 30, 2008, FFP, Inc., a nonbank
corporation, which leased property to Frontier Bank, was merged into Frontier Bank.

Frontier�s principal executive offices are located at 332 S.W. Everett Mall Way, P.O. Box 2215, Everett, Washington
98213 and the company�s telephone number at that address is (425) 347-0600. Frontier maintains an Internet website at
www.frontierbank.com. Frontier is not incorporating the information on its website into this report, and neither this
website nor the information on this website is included or incorporated in, or is a part of, this joint proxy
statement/prospectus.

Frontier Bank

Frontier Bank is a Washington state-chartered commercial bank with headquarters located north of Seattle, in Everett,
Snohomish County, Washington. Frontier Bank was founded in September 1978, by Robert J. Dickson and local
business persons and is an �insured bank� as defined in the Federal Deposit Insurance Act.

Frontier engages in general banking business in western Washington and Oregon, including the acceptance of
demand, savings and time deposits and the origination of loans. As of June 30, 2009, Frontier served its customers
from fifty-one offices. In Snohomish County, four offices are located in Everett, and one office each is located in
Arlington, Edmonds, Lake Stevens, Marysville, Mill Creek, Monroe, Lynnwood, Smokey Point, Snohomish and
Stanwood. Seven offices are located in Pierce County in the cities of Buckley, Edgewood-Milton, Orting, Puyallup,
Sumner, Tacoma and University Place. Frontier has thirteen branches in King County, one each in Ballard (Seattle),
Bellevue, Bothell, Duvall, Fremont (Seattle), Kent, Kirkland, Lake City (Seattle), Redmond, Renton, Seattle, Totem
Lake (Kirkland) and Woodinville. In addition, the following fourteen branches are located in Clallam, Jefferson,
Kitsap, Skagit, Thurston and Whatcom Counties: two branches each in Bellingham and Poulsbo, and one each in
Bainbridge Island, Bremerton, Gig Harbor, Lacey, Lynden, Mount Vernon, Port Angeles, Port Townsend, Sequim and
Silverdale. See �� Properties.�

Banking Services

Frontier offers a wide range of financial services to commercial and individual customers, including short-term and
medium-term loans, lines of credit, inventory and accounts receivable financing, equipment financing, residential and
commercial construction and mortgage loans secured by real estate, various savings programs, checking accounts,
installment and personal loans, and bank credit cards.

Frontier also offers other financial services complementary to banking including an insurance and investment center
that markets annuities, life insurance products and mutual funds, a trust department that offers a full array of trust
services, and a private banking office to provide personal service to high net worth customers.
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The deposits of Frontier Bank are insured by the FDIC, up to the limits specified by law.

Lending Activities

Historically, Frontier�s focus has been on real estate construction lending, but the company is in the process of
diversifying our loan portfolio. Due to the downturn in the economy and the impact on the local housing market,
Frontier is rebalancing its loan portfolio to include more commercial and industrial business and consumer loans.

Frontier has underwriting policies and procedures in place for each type of lending activity in which it is engaged. In
all cases and with all types of loans, Frontier requires identification of at least two repayment sources and, in most
cases, Frontier requires corporate or similar entities� loans to be guaranteed by the entities� principal owners.
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Real Estate Loans.  Real estate loans represent the largest share of Frontier�s loan portfolio at June 30, 2009. These
loans are comprised of construction loans, real estate commercial term loans, land development loans, completed lot
loans and home mortgages. As noted above, Frontier is in the process of diversifying its loan portfolio. For the most
part, Frontier is no longer originating real estate construction, land development or completed lot loans. The
construction loan portfolio is comprised of two types:

1. Loans for construction of residential and commercial income-producing properties that generally have terms of less
than two years and typically bear an interest rate that floats with Frontier Bank�s base rate.

2. Loans for construction of single-family spec and owner-occupied properties that generally have terms of one year or
less and typically bear an interest rate that floats with Frontier Bank�s base rate.

Although at the present time Frontier is not granting new construction loans, with rare exception of certain �in progress�
workout situations, the standards have normally been relatively specific:

� Loan to value issues are specifically identified in the formal Loan Policy and include maximum bank standards
and regulatory supervisory maximums for each type of real estate loan, including construction, land
development, commercial real estate, owner occupied residential and commercial loans. Frontier requires
minimum equity investments depending upon the type of project and financial strength of each borrower.

� Frontier Bank�s LTV guidelines for underwriting loans are set forth below. The lesser of cost or appraised value
(if the real estate in question was purchased in the past twelve months) is used in calculating the supervisory
LTV.

Institution
Guidelines

Loan Type Max LTV Ratio
Supervisory Max

LTV

1-4 Family Owner Occupied 80% 90%

Second Liens 1-4 Family 75% 90%

Home Equity Lines 80% 90%

1-4 Family Non owner occupied 70% 90%

5+ Residential Units 70% 85%

Commercial Real Estate 70% 85%

Raw Land 65% 65%

Land Acquisition & Development 70% 75%

Construction:
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Commercial, Multi-Family & other Non-Residential 70% 80%

1-4 Family Residential 80% 85%

� Real estate loans of all types are secured by liens on the real estate involved in the loan and require
independent valuations on each parcel, according to loan size. For example, Frontier strictly follows the
provisions of the Financial Institutions Reform, Recovery, and Enforcement Act (FIRREA), which in effect
mandates an independent appraisal be performed and reviewed on any parcel securing a loan of more than
$250 thousand. Frontier has certified appraisal review officers on staff to complete the review of each
FIRREA-affected appraisal. Additionally, Frontier requires independent third party valuations for loans below
the FIRREA range.

� Construction loans require submission of formal budgets and construction monitoring through independent
inspection services. In 2009 Frontier centralized all construction loan monitoring in a single department.

Reducing the construction portfolio has been a primary focus. No new construction loans have been made since the
fourth quarter of 2008 with the exception of a modest number of custom construction loans with outstanding balances
of less than $10.0 million spread over 50 custom home projects and backed by preapproved
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takeout loans. The point at which Frontier resumes activity in construction lending is undetermined at this time and
the terms under which these loans will be underwritten in the future have not yet been established. Frontier has
reorganized its process and procedures in preparation for construction lending as described below.

As of June 30, 2009 construction loans with accompanying interest reserves totaled $199.4 million and $4.0 million
respectively. Frontier�s legacy information system was not able to provide this breakdown on historical balances. As
part of Frontier�s construction lending reorganization, a new data software system was installed in April 2009. This
new system provides users with real time line item budget tracking data including allocations for interest reserves.

All construction loans are underwritten, documented, administered and monitored for the life of the loan through a
centralized servicing center. As it relates to interest reserves, third party inspections are required for each monthly
draw request. Construction progress and adherence to line item budgets are strictly monitored using preapproved third
party external site inspectors and monthly internally generated progress reports. Advances for interest reserves are
subject to a project remaining on budget and on time. When a construction loan is transitioned into nonperforming
status all unadvanced funds are eliminated, therefore no interest reserves exist with respect to such loans.

Frontier does process extensions, renewals and term modifications of construction loans with interest reserves within
normal banking practices. These changes are subject to added consideration included in the FDIC Order.

Frontier�s real estate commercial term loans finance the purchase and/or ownership of income producing properties.
These loans are generally mature in one to ten years with a payment amortization schedule ranging from 15 to
25 years. Interest rates may be fixed or variable. The interest rates on fixed rate loans typically reprice between the
first and fifth year.

Land development loans are used for either residential or commercial purposes. These loans generally have terms of
one year or less and typically bear an interest rate that floats with Frontier Bank�s base rate.

Mortgage loans include various types of loans for which real property is held as collateral. These loans, collateralized
by one to four family residences, typically have maturities between one and five years with payment amortization
schedules ranging from 10 to 20 years. Mortgage loans are written with both fixed and variable rates.

Frontier also originates and sells mortgages into the secondary market. Frontier Bank offers a variety of products for
refinancing and purchases and is approved to originate FHA and VA loans. The majority of loans originated in the
past year were fixed rate single-family loans. Servicing is sold with the loan. Funding requirements for these loans are
minimal as few of these loans are retained for investment.

Commercial and Industrial Loans

This category of loans includes both commercial and industrial loans used to provide working capital or for specific
purposes, such as to finance the purchase of fixed assets, equipment or inventory. Commercial loans include lines of
credit and term loans. Lines of credit are extended to businesses based on the financial strength and integrity of the
borrower and generally are collateralized by short-term assets such as accounts receivable and have a maturity of one
year or less. Such lines of credit bear an interest rate that floats with Frontier Bank�s base rate or another established
index. Commercial term loans are typically made to finance the acquisition of fixed assets, refinance short-term debt
originally used to purchase fixed assets or, in rare cases, to finance a business purchase. Commercial term loans
generally mature within one to five years. They may be collateralized by the asset being acquired or other available
assets. These term loans will generally bear interest that either floats with Frontier Bank�s base rate or another
established index or is fixed for the term of the loan. Industrial loans consist of farm-related credits used to finance
operating expenses. These loans generally have terms of one year and bear interest that either floats with our base rate
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or is fixed for the term of the loan. These loans are generally collateralized by farm related assets including land,
equipment, crops or livestock.

� Commercial and Industrial loans are often underwritten on a case-by-case basis, with the exception of
asset-based lines of credit. Frontier recently created a separate department to monitor and control the collateral
for these specialty loans, known as Business Asset Monitoring. Such lines of $500 thousand and over are
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monitored by this department through established documentation, including control forms and a formal
Borrowing Plan document.

� Asset-based loans below $500 thousand are handled on a case-by-case basis using the same monitoring
documentation as above, with control remotely located in the lending units.

� Working capital term loans and equipment acquisition loans are common in the commercial and industrial
portfolio, normally mature within five years and are usually secured by business or guarantor owned assets,
such as equipment, fixtures, business real estate, or real estate owned by guarantors. Valuation of real estate
collateral follows the same procedures as used in the real estate lending. Equipment collateral is normally
valued through available sources, such as auction companies, professional equipment appraisers and valuation
sources available on the internet, such as N.A.D.A. valuations.

� Collateral valuations and loan to values are established through underwriting on a case-by-case basis,
dependent upon the financial strength of the borrower, term of the loan, financial performance, reputation and
place within the industry, as provided through peer group comparison and analyses.

Installment Loans

Since consumer lending is intertwined so closely with regulatory compliance, Frontier�s underwriting procedures are
designed with that in mind. Frontier offers loans for numerous consumer purposes, such as home improvement loans,
auto, boat and recreational activities.

� Loans secured by the borrower�s residential and secondary residential property are strictly underwritten within
the same guidelines and LTV�s as employed in our other real estate lending, including independent valuations
and appraisal procedures.

� Other types of consumer loans, such as autos and boats, for instance, are evaluated through the professional
comparison sources, such as N.A.D.A. Frontier normally requires the borrower to have minimal equity
investments, through downpayments, and repayment terms are tailored to the type of loan and collateral.

� Frontier also has a Central Lending Department, whose function is to underwrite and administer Frontier Bank�s
home equity lines of credit (HELOC) product and various credit card applications.

Consumer loans generally have terms ranging from one to five years (except HELOCs, which generally have ten year
terms), with up to 20-year amortizations and are written with both fixed and variable rates.

Concentrations of Credit

The following chart indicates the amount of loans, net of deferred fees, and as a percent of total loans for the years
ended December 31 and the second quarter ended June 30, 2009 (in thousands):

Year Ended December 31,
June 30,
2009 2008 2007 2006 2005

Real estate commercial
loans $ 1,017,204 $ 1,044,833 $ 1,003,916 $ 897,714 $ 859,251
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Real estate construction
loans $ 713,571 $ 949,909 $ 1,062,662 $ 735,926 $ 554,021

Real estate land
development loans $ 476,562 $ 580,453 $ 537,410 $ 399,950 $ 269,662

Total loans at end of
period(1) $ 3,416,219 $ 3,778,733 $ 3,612,122 $ 2,908,000 $ 2,389,224

Real estate commercial
loans as a percent of total
loans 29.8% 27.7% 27.8% 30.9% 36.0%

Real estate construction
loans as a percent of total
loans 20.9% 25.1% 29.4% 25.3% 23.2%

Real estate land
development loans as a
percent of total loans 14.0% 15.4% 14.9% 13.8% 11.3%

(1) Includes loans for resale.
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Investment Activities

From time to time, Frontier acquires investment securities when funds acquired through deposit activities exceed loan
demand or when there are collateral requirements. When excess funds are considered temporary in nature by
management, they are typically placed in federal funds sold on an overnight basis to correspondent banks, approved
by the Frontier Board. This type of investment is not considered desirable, as the interest rate earned on these funds is
minimal in nature. When funds are considered longer term, they are generally invested in securities purchased in the
open market. At June 30, 2009, Frontier had investments with an amortized cost totaling $87.4 million. Please see
Note 3 of Frontier�s Consolidated Financial Statements for details on the makeup of the portfolio. Frontier has an
investment policy that generally permits purchasing securities rated only in one of the four highest rating categories by
a nationally recognized credit rating organization. The investment policy also provides for maturity patterns,
diversification of investments and avoidance of concentrations within the portfolio.

Deposit Activities and Other Funding Sources

Frontier�s primary source of funds has historically been customer deposits. The company offers a variety of accounts
designed to attract both short-term and long-term deposits in its market area. These accounts include demand
(checking), NOW, money market, sweep, savings and certificates of deposit. Interest rates paid on these accounts vary
from time to time and are based on competitive factors and liquidity needs. One of Frontier�s goals is to maintain
noninterest-bearing deposits at the highest level possible. These are low cost funds and help to increase the net interest
margin. Noninterest-bearing accounts comprised 12.5% of total deposits at June 30, 2009.

Frontier has other funding sources such as Federal Home Loan Bank (�FHLB�) advances, federal funds purchased and
repurchase agreements. The major source of funds in this area is advances from the FHLB of Seattle. Although this
source of funding can be more costly than deposit activities, large portions of funds are available very quickly for
meeting loan commitments. Frontier�s line of credit with the FHLB is approximately 15% of qualifying Bank assets
and is collateralized by qualifying first mortgage loans, qualifying commercial real estate and government agency
securities. At June 30, 2009, Frontier had FHLB advances totaling $421.1 million (please refer to Note 9 in Frontier�s
Consolidated Financial Statement for detail regarding these advances). These advances were collateralized with
$814.3 million in qualifying first mortgages, other certain assets and FHLB stock. No commercial real estate or
government securities were pledged at year end. The unused portion of this credit line at June 30, 2009, was
$14.2 million.

Other Financial Services

Frontier offers other financial services complementary to banking, including an insurance and investment center that
markets annuities, life insurance products and mutual funds to our customers and the general public, a trust
department that offers a full array of trust services and a private banking office to provide personal service to high net
worth customers.

Business Strategy

Frontier�s current business strategies are as follows:

� Continue to reduce the company�s concentration in real estate construction and land development loans.

� Proactively managing credit quality and loan collections and improve asset quality.
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� Diversify the company�s loan portfolio by expanding commercial and industrial lending through the company�s
existing branches.

� Manage liquidity and maintain and improve the company�s capital position in compliance with regulatory
guidelines.

� Continue to seek out feasible expense reduction measures.

� Increase core deposits to fund loan growth and maintain net interest margins through an enhanced branch
network and online banking.
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Frontier and its subsidiary, Frontier Bank, are subject to regulatory actions, with respect to their operations, including
an FDIC Order described in �� Management�s Discussion and Analysis of Financial Condition and Results of Operations �
Regulatory Actions.�

Competition

The banking industry is highly competitive. Frontier faces strong competition in attracting deposits and in originating
loans. The most direct competition for deposits has historically come from other commercial banks, saving institutions
and credit unions located in Frontier�s primary market area. As with all banking organizations, Frontier also has
competition from nonbanking sources, including mutual funds, corporate and governmental debt securities and other
investment alternatives. The company expects increasing competition from other financial institutions and nonbanking
sources in the future. Many of Frontier�s competitors have more significant financial resources, larger market share and
greater name recognition than Frontier. The existence of such competitors may make it difficult for Frontier to achieve
its financial goals.

Frontier�s management believes that the principal competitive factors affecting Frontier�s markets include interest rates
paid on deposits and charged on loans, the range of banking products available and customer service and support.
Although Frontier believes that its products currently compete favorably with respect to these factors, there can be no
assurance that we can maintain its competitive position against current and potential competitors, especially those
with significantly greater financial resources.

Competition for loans comes principally from other commercial banks, savings institutions, credit unions and
mortgage banking companies. Frontier competes for loans principally through the efficiency and quality of the
services the company provides borrowers and the interest rates and loan fees it charges.

Frontier competes for deposits by offering depositors a wide variety of checking accounts, savings accounts,
certificates and other services. Frontier�s ability to attract and retain deposits depends on the company�s ability to
provide deposit products that satisfy the requirements of customers as to interest rates, liquidity, transaction fees, risk
of loss of deposit, convenience and other factors. Deposit relationships are actively solicited through a branch sales
and service system.

Changes in technology, mostly from the growing use of computers and computer-based technology, present
competitive challenges for Frontier. Large banking institutions typically have the ability to devote significant
resources to developing and maintaining technology-based services such as on-line banking and other banking
products and services over the Internet, including deposit services and mortgage loans. Some new banking
competitors offer all of these services online. Customers who bank by computer or by telephone may not need to go to
a branch location in person. Frontier�s high service philosophy emphasizes face-to-face contact with tellers, loan
officers and other employees. Frontier�s management believes a personal approach to banking is a competitive
advantage, one that will remain popular in the communities that Frontier serves. However, customer preferences may
change, and the rapid growth of online banking could, at some point, render Frontier�s personal, branch-based
approach obsolete. Frontier believes it has reduced this risk by offering on-line banking services to customers, and by
continuing to provide 24-hour banking services. There can be no assurance that these efforts will be successful in
preventing the loss of customers to competitors.

Regulation and Supervision

The following discussion is only intended to provide summaries of significant statutes and regulations that affect the
banking industry and is therefore not complete. Changes in applicable laws or regulations, and in the policies of
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regulators, may have a material effect on our business and prospects. We cannot accurately predict the nature or extent
of the effects on our business and earnings that fiscal or monetary policies, or new federal or state laws, may have in
the future. See �Supervision and Regulation� for a more complete discussion of banking laws and regulations.
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General

Frontier is extensively regulated under federal and state law. These laws and regulations are primarily intended to
protect depositors, not shareowners. The discussion below describes and summarizes certain statutes and regulations.
These descriptions and summaries are qualified in their entirety by reference to the particular statute or regulation.
Changes in applicable laws or regulations may have a material effect on our business and prospects. Frontier�s
operations may also be affected by changes in the policies of banking and other government regulators. Frontier
cannot accurately predict the nature or extent of the possible future effects on the company�s business and earnings of
changes in fiscal or monetary policies, or new federal or state laws and regulations.

Compliance

In order to assure that Frontier is in compliance with the laws and regulations that apply to its operations, including
those summarized below, the company employs a compliance officer, and engages an independent compliance
auditing firm. Frontier is regularly reviewed or audited by the Federal Reserve, the FDIC, and the Washington DFI,
during which reviews such agencies assess our compliance with applicable laws and regulations. Frontier is currently
subject to regulatory actions as a result of recent examinations. See �� Management�s Discussion and Analysis of
Financial Condition and Results of Operations � Regulatory Actions.�

Federal Bank Holding Company Regulation

General:  Frontier is a registered bank holding company as defined in the BHC Act and is therefore subject to
regulation, supervision and examination by the Federal Reserve. In general, the BHC Act limits the business of bank
holding companies to owning or controlling banks and engaging in other activities closely related to banking. Frontier
must file reports with the Federal Reserve and must provide it with such additional information as it may require.

The Federal Reserve also has the authority to regulate provisions of certain bank holding company debt. Under certain
circumstances, Frontier must file written notice and obtain Federal Reserve approval prior to purchasing or redeeming
its equity securities.

Bank holding company capital requirements:  The Federal Reserve has established capital ratio guidelines for bank
holding companies. A bank holding company is �well capitalized� under Regulation Y if (1) on a consolidated basis, it
maintains a total risk-based capital ratio of 10.0% or greater, (2) on a consolidated basis, the bank holding company
maintains a tier 1 risk based capital ratio of 6.0% or greater, and (3) the bank holding company is not subject to any
written agreement, order, capital directive, or prompt corrective action directive issued by the Federal Reserve to meet
and maintain a specific capital level for any capital measure. In addition, a bank holding company generally must
maintain a minimum tier 1 leverage ratio of 4%. See �� Management�s Discussion and Analysis of Financial Condition
and Results of Operations � Liquidity Resources and � Capital Adequacy� below for a discussion of the applicable federal
capital requirements.

Acquisition of Banks:  The BHC Act requires every bank holding company to obtain the Federal Reserve�s prior
approval before:

� acquiring direct or indirect ownership or control of any voting shares of any bank if, after the acquisition, the
bank holding company will directly or indirectly own or control more than 5% of the bank�s voting shares;

� acquiring all or substantially all of the assets of any bank; or

� merging or consolidating with any other bank holding company.
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Additionally, the BHC Act provides that the Federal Reserve may not approve any of these transactions if it would
result in or tend to create a monopoly, substantially lessen competition or otherwise function as a restraint of trade,
unless the anti-competitive effects of the proposed transaction are clearly outweighed by the public interest in meeting
the convenience and needs of the community to be served. The Federal Reserve is also required to consider the
financial and managerial resources and future prospects of the bank holding companies and banks concerned and the
convenience and needs of the community to be served. The Federal Reserve�s consideration of financial resources
generally focuses on capital adequacy, which is discussed below.
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Restrictions on Ownership of Frontier:  The BHC Act requires any �bank holding company� (as defined in that Act) to
obtain the approval of the Board of Governors of the Federal Reserve System prior to acquiring more than 5% of a
class of Frontier�s outstanding voting stock. Any person other than a bank holding company is required to obtain prior
approval of the Federal Reserve to acquire 10% or more of a class of our outstanding voting stock under the Change in
Bank Control Act. Any holder of 25% or more of a class of Frontier�s outstanding voting stock, other than an
individual, is subject to regulation as a bank holding company under the BHC Act.

Holding Company Control of Nonbanks:  With some exceptions, the BHC Act also prohibits a bank holding company
from acquiring or retaining direct or indirect ownership or control of more than 5% of the voting shares of any
company which is not a bank or bank holding company, or from engaging directly or indirectly in activities other than
those of banking, managing or controlling banks, or providing services for its subsidiaries. The principal exceptions to
these prohibitions involve certain non-bank activities which, by statute or by Federal Reserve regulation or order, have
been identified as activities closely related to the business of banking or of managing or controlling banks.

Transactions with Affiliates:  Subsidiary banks of a bank holding company are subject to restrictions imposed by the
Federal Reserve Act on extensions of credit to the holding company or its subsidiaries, on investments in their
securities and on the use of their securities as collateral for loans to any borrower. These regulations and restrictions
may limit Frontier�s ability to obtain funds from Frontier Bank for Frontier�s cash needs, including funds for payment
of dividends, interest and operational expenses.

Support of Subsidiary Banks:  Under Federal Reserve policy, Frontier is expected to act as a source of financial and
managerial strength to Frontier Bank. This means that Frontier is required to commit, as necessary, resources to
support Frontier Bank. Any capital loans a bank holding company makes to its subsidiary banks are subordinate to
deposits and to certain other indebtedness of those subsidiary banks.

Federal and State Regulation of Frontier Bank

General:  Frontier Bank is a Washington state-chartered commercial bank with deposits insured by the FDIC. As a
result, Frontier Bank is subject to supervision and regulation by the Washington DFI and the FDIC. These agencies
have the authority to prohibit banks from engaging in what they believe constitute unsafe or unsound banking
practices.

Lending Limits:  Washington banking law generally limits the amount of funds that a bank may lend to a single
borrower to 20% of stockowners� equity.

Control of Financial Institutions:  The acquisition of 25% or more of a state chartered bank�s voting power by any
individual, group or entity, is deemed a change in control under Washington banking law, requiring notice and
application and prior approval of the Washington DFI.

Safety and Soundness Standards:  Federal law imposes upon banks certain noncapital safety and soundness standards.
These standards cover internal controls, information systems, internal audit systems, loan documentation, credit
underwriting, interest rate exposure, asset growth, compensation and benefits. Additional standards apply to asset
quality, earnings and stock valuation. An institution that fails to meet these standards must develop a plan acceptable
to its regulators, specifying the steps that the institution will take to meet the standards. Failure to submit or implement
such a plan may subject the institution to regulatory sanctions. Under Washington state law, if the stockowners� equity
of a Washington state-chartered bank becomes impaired, the Commissioner of the Washington DFI will require the
bank to make the impairment good. Failure to make the impairment good may result in the Commissioner�s taking
possession of the bank and liquidating it.
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Dividends:  The principal source of Frontier cash reserves are dividends received from Frontier Bank. Washington law
limits Frontier Bank�s ability to pay cash dividends. Under these restrictions, a bank may not declare or pay any
dividend greater than its retained earnings without approval of the Washington DFI. The Washington DFI has the
power to require any state-chartered bank to suspend the payment of any and all dividends.

In addition, a bank may not pay cash dividends if doing so would reduce its capital below minimum applicable federal
capital requirements. See �� Management�s Discussion and Analysis of Financial Condition and Results of
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Operations � Liquidity Resources and � Capital Adequacy� below for a discussion of the applicable federal capital
requirements.

Brokered Deposits.  Under the Federal Deposit Insurance Corporation Improvement Act, or FDICIA, banks may be
restricted in their ability to accept brokered deposits, depending on their capital classification. �Well-capitalized� banks
are permitted to accept brokered deposits, but all banks that are not well-capitalized are not permitted to accept such
deposits. The FDIC may, on a case-by-case basis, permit banks that are adequately capitalized to accept brokered
deposits if the FDIC determines that acceptance of such deposits would not constitute an unsafe or unsound banking
practice with respect to the bank. As of June 30, 2009, Frontier had $538.2 million of brokered deposits. As a result of
the FDIC Order described below in �� Management�s Discussion and Analysis of Financial Condition and Results of
Operations � Recent Developments,� Frontier is subject to limitations with respect to its brokered deposits.

Commercial Real Estate Guidance:  The FDIC and the Federal Reserve issued joint Guidance on Concentrations in
Commercial Real Estate Lending, Sound Risk Management Practices on December 6, 2006. The Guidance provides
supervisory criteria, including the following numerical indicators, to assist bank examiners in identifying banks with
potentially significant commercial real estate loan concentrations that may warrant greater supervisory scrutiny:
(1) commercial real estate loans exceed 300% of capital and increased 50% or more in the preceding three years; or
(2) construction and land development loans exceed 100% of capital. The Guidance does not limit banks� levels of
commercial real estate lending activities. The Guidance applies to Frontier, based on the company�s current loan
portfolio.

Interstate Banking and Branching

The Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 (�Interstate Act�) permits nationwide
interstate banking and branching under certain circumstances. This legislation generally authorizes interstate
branching and relaxes federal law restrictions on interstate banking. Currently, bank holding companies may purchase
banks in any state, and states may not prohibit these purchases. Additionally, banks are permitted to merge with banks
in other states, as long as the home state of neither merging bank has opted out under the legislation. The Interstate
Act requires regulators to consult with community organizations before permitting an interstate institution to close a
branch in a low-income area.

Washington enacted �opting in� legislation in accordance with the Interstate Act, allowing banks to engage in interstate
merger transactions, subject to certain �aging� requirements. Until recently, Washington restricted out-of-state banks
from opening de novo branches; however, in 2005, Washington interstate branching laws were amended so that an
out-of-state bank may, subject to the Washington DFI�s approval, open de novo branches in Washington or acquire an
in-state branch so long as the home state of the out-of-state bank has reciprocal laws with respect to de novo
branching or branch acquisitions. Once an out-of-state bank has acquired a bank within Washington, either through
merger or acquisition of all or substantially all of the bank�s assets or through authorized de novo branching, the
out-of-state bank may open additional branches within the state.

Deposit Insurance

Frontier Bank�s deposits are generally insured to a maximum of $250,000 per depositor through the Deposit Insurance
Fund administered by the FDIC. The maximum insured amount is currently scheduled to return to its previous level of
$100,000, in 2014. In addition, Frontier Bank is participating in the FDIC Insurance Temporary Liquidity Guarantee
Program, in which all noninterest bearing transaction deposit accounts are fully insured until December 31, 2009.
Frontier is required to pay deposit insurance premiums, which are assessed semiannually and paid quarterly. The
premium amount is based upon a risk classification system established by the FDIC. Banks with higher levels of
capital and a low degree of supervisory concern are assessed lower premiums than banks with lower levels of capital
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or a higher degree of supervisory concern. See �� Management�s Discussion and Analysis of Financial Condition and
Results of Operations � Regulatory Actions.�

The FDIC is also empowered to make special assessments on insured depository institutions in amounts determined
by the FDIC to be necessary to give it adequate assessment income to repay amounts borrowed from the
U.S. Treasury and other sources or for any other purpose the FDIC deems necessary.
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Capital Adequacy

Regulatory Capital Guidelines:  Federal bank regulatory agencies use capital adequacy guidelines in the examination
and regulation of bank holding companies and banks. The guidelines are �risk-based,� meaning that they are designed to
make capital requirements more sensitive to differences in risk profiles among banks and bank holding companies.
Frontier is subject to regulatory actions, including an FDIC Order requiring Frontier Bank to raise its Tier 1 leverage
capital ratio to the higher than normal level of 10% of its total assets, by July 29, 2009. With the consummation of the
merger, Frontier believes it can increase its Tier 1 capital to compliance levels. See �� Management�s Discussion and
Analysis of Financial Condition and Results of Operations-Regulatory Actions�.

Tier I and Tier II Capital:  Under the guidelines, an institution�s capital is divided into two broad categories, Tier I
capital and Tier II capital. Tier I capital generally consists of common stockowners� equity, surplus and undivided
profits. Tier II capital generally consists of the allowance for loan losses, hybrid capital instruments and subordinated
debt. The sum of Tier I capital and Tier II capital represents an institution�s total capital. The guidelines require that at
least 50% of an institution�s total capital consist of Tier I capital.

Risk-based Capital Ratio:  The adequacy of an institution�s capital is gauged primarily with reference to the
institution�s risk weighted assets. The guidelines assign risk weightings to an institution�s assets in an effort to quantify
the relative risk of each asset and to determine the minimum capital required to support that risk. An institution�s risk
weighted assets are then compared with its Tier I capital and total capital to arrive at a Tier I risk-based ratio and a
total risk-based ratio, respectively. The guidelines provide that an institution must have a minimum Tier I risk-based
ratio of 4% and a minimum total risk-based ratio of 8% in order to be �adequately capitalized� for prompt corrective
action purposes.

Leverage Ratio:  The guidelines also employ a leverage ratio, which is Tier I capital as a percentage of total assets less
intangibles, to be used as a supplement to risk-based guidelines. The principal objective of the leverage ratio is to
constrain the maximum degree to which a bank holding company may leverage its equity capital base. The guidelines
provide that an institution must have a minimum Tier I leverage ratio of 4% in order to be �adequately capitalized� for
prompt corrective action purposes.

Prompt Corrective Action:  Under the guidelines, an institution is assigned to one of five capital categories depending
on its total risk-based capital ratio, Tier I risk-based capital ratio, and leverage ratio, together with certain subjective
factors. The categories are �well capitalized,� �adequately capitalized,� �undercapitalized,� �significantly undercapitalized,�
and �critically undercapitalized.� Institutions that are deemed to be undercapitalized, depending on the category to
which they are assigned, are subject to certain mandatory supervisory corrective actions.

Employees

At June 30, 2009, Frontier had 714 full-time equivalent employees, of which 707 were employed in our wholly-owned
subsidiary, Frontier Bank, and seven were engaged in our bank holding company, Frontier. The employees are not
represented by a collective bargaining unit. We believe we have a good relationship with our employees.

Properties

Frontier�s principal office is located in a ninety thousand square foot facility in Everett, Washington. During 2008,
Frontier opened a 45,000 square foot office facility addition adjacent to the company�s principal office to consolidate
its administrative functions. Frontier�s data processing and operations center are located in a 16,000 square foot facility
located in Everett, Washington. In addition to its principal and administrative facilities, Frontier operates 51 offices in
western Washington and Oregon. See �� Frontier Bank.�
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Frontier Bank owns the properties and buildings housing Frontier�s principal office, data processing and operations
center and 29 of the company�s branch facilities, including the branch in the company�s principal office. Frontier Bank
also owns the buildings in which 3 of its branches are located while the land is leased. Frontier leases
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the land and buildings for 19 of its branch offices. The leases on its branch offices have expiration dates ranging from
2009 to 2034.

The aggregate monthly rental on Frontier�s leased properties is approximately $173 thousand.

Legal Proceedings

On August 20, 2009, a putative shareholders� class action lawsuit was filed in the Superior Court of Washington, for
King County, Civil Action No. 09 2 07813 9, against Frontier, its directors and SPAH alleging that (i) the merger
consideration and process are unfair to Frontier�s shareholders, (ii) there are material omissions and misrepresentations
in the registration statement, and (iii) certain provisions of the merger agreement improperly discourage competing
offers for Frontier, and claiming self-dealing on the part of the Frontier directors. The lawsuit seeks to enjoin the
consummation of the merger, damages against the defendants if the transaction is consummated, and other relief.
Frontier and its directors believe the plaintiffs� allegations are without merit and intend to vigorously defend this
action.

In addition, Frontier is periodically a party to or otherwise involved in legal proceedings arising in the normal and
ordinary course of business, such as claims to enforce liens, foreclose on loan defaults, and other issues incident to its
business. As of June 30, 2009, Frontier Bank had commenced collection proceedings on approximately 789 real estate
loans, and there may be additional lawsuits or claims arising out of or related to the impaired loans.

Frontier is unable to predict the outcome of these matters. Frontier�s cash expenditures, including legal fees, associated
with the pending litigation described above, and the regulatory proceedings described in �� Management�s Discussion &
Analysis of Financial Condition and Results of Operations � Regulatory Actions�, cannot be reasonably predicted at this
time. Litigation and any potential regulatory actions or proceedings can be time-consuming and expensive and could
divert management time and attention from Frontier�s business, which could have a material adverse effect on
Frontier�s business, results of operations, and financial condition.

Corporate Information

Frontier has registered its common stock under the Exchange Act, and has reporting obligations including the reports
that it files annually and quarterly with the SEC. Frontier makes available through the company�s Internet website, free
of charge, copies of its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to those reports filed or furnished pursuant to Section 13(a) or Section 15(d) of the Securities Exchange
Act of 1934, as amended, as soon as reasonably practicable after filing such material electronically or otherwise
furnishing it to the SEC. These filings can be accessed under �Investor Relations� found on the homepage of Frontier�s
website at www.frontierbank.com. The company�s Code of Ethics for Senior Financial Officers, which includes a code
of ethics applicable to the company�s accounting and financial employees, including Frontier�s chief executive officer
and chief financial officer, is also available on Frontier�s website under �Investor Relations.�
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These filings, along with Frontier�s proxy statement and other information, are also accessible on the SEC�s website at
www.sec.gov. The public may read and copy any materials the company files with the SEC at the SEC�s Public
Reference Room at 100 F Street, N.E., Washington, D.C. 20549. The public may obtain information on the operation
of the Public Reference Room by calling the SEC at 1-800-SEC-0330. Further, each of these documents is also
available in print (at no charge) to any shareowner upon request, addressed to:

Investor Relations
Frontier Financial Corporation
332 S.W. Everett Mall Way

P.O. Box 2215
Everett, WA 98213

Frontier�s website and the information contained therein or connected thereto are not incorporated by reference into
this joint proxy statement/prospectus.

Management�s Discussion & Analysis of Financial Condition and Results of Operations

Financial Overview

The results for the first six months of 2009 reflect continued pressure from an uncertain economy and the negative
impact of the economy on the local housing market in Washington and Oregon. For the three months ended June 30,
2009, we reported a net loss of $50.0 million, or ($1.06) per diluted share, compared to net income of $2.1 million, or
$0.04 per diluted share, for the three months ended June 30, 2008. For the six months ended June 30, 2009, net loss
totaled $83.8 million, or ($1.78) per diluted share, compared to net income of $17.6 million, or $0.37 per diluted share
for the same period in 2008. Contributing to the net losses for the three and six months ended June 30, 2009, were
provisions for loan losses of $77.0 million and $135.0 million, respectively.

The following represents net income (loss), basic and diluted earnings (loss) per share, the dividend payout ratio,
return on average assets and equity and average equity as a percentage of average assets for the three and six months
ended June 30, 2009 and 2008 (in thousands, except per share amounts):

Three Months Ended
June 30,

Six Months Ended
June 30,

2009 2008 2009 2008

Net income (loss) $ (49,994) $ 2,074 $ (83,805) $ 17,575
Basic earnings (loss) per share $ (1.06) $ 0.04 $ (1.78) $ 0.37
Diluted earnings (loss) per share $ (1.06) $ 0.04 $ (1.78) $ 0.37
Cash dividends declared per common share $ � $ 0.175 $ � $ 0.355

Dividend payout ratio � 437.50% � 95.9%
Return on Average
Assets (4.92)% 0.20% (4.03)% 0.87%
Equity (63.92)% 1.75% (50.63)% 7.44%
Avg. equity/avg. assets 7.70% 11.59% 7.97% 11.69%

Despite these challenging times, the Frontier Board and management continue to take important steps to strengthen
the Corporation. Management has been diligently working to reduce the concentration in real estate construction and
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land development loans, improve asset quality, capital and on-balance sheet liquidity and reduce expenses.

Management has successfully reduced the Corporation�s concentrations in construction and land development loans by
$340.2 million, or 22.2%, from December 31, 2008 to June 30, 2009, and by $913.0 million (including undisbursed
commitments) from June 30, 2008 through June 30, 2009. In addition, undisbursed loan commitments related to these
portfolios decreased $131.9 million, or 73.6%, for the same period.
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Our special assets group continues to focus on reducing nonperforming assets. We follow an aggressive approach to
recognize problem loans and continue to charge-off confirmed losses against specific reserves in the allowance for
loan losses. For the six months ended June 30, 2009, net charge-offs totaled $149.8 million.

We are currently taking steps to strengthen our capital position. At June 30, 2009, our total risk-based capital and
Tier 1 leverage capital ratios were 9.42% and 6.74%, respectively, and continue to be above the established minimum
regulatory capital levels. Frontier Bank�s Tier 1 leverage capital ratio, however, is less than the 10% required by the
terms of the FDIC Order. See �Regulatory Actions�.

We continue to closely monitor and manage our liquidity position, understanding that this is of critical importance in
the current economic environment. Attracting and retaining customer deposits remains our primary source of liquidity.
Noninterest bearing deposits increased $9.4 million, or 2.4%, from December 31, 2008 to June 30, 2009.

In an effort to increase on-balance sheet liquidity, we have been focused on restructuring our balance sheet, and in
particular, reducing the loan portfolio. For the first six months of 2009, total loans decreased $362.5 million,
compared to December 31, 2008. Additionally, we have increased our federal funds sold balances to $289.9 million at
June 30, 2009, an increase of $172.1 million over year end 2008.

Expense Reduction Measures

As part of our ongoing strategy to reduce noninterest expense, the Frontier Board voted to suspend the Corporation�s
matching of employee 401(K) Plan contributions, effective May 1, 2009. This cost saving measure is expected to
reduce noninterest expense by approximately $1.7 million annually. This is in addition to other previously announced
expense reduction measures; including reductions to executive compensation, salary freezes and the elimination of
performance bonuses and discretionary profit sharing contributions to the 401(K) Plan.

On June 11, 2009, we announced a workforce reduction of approximately six percent of the workforce, effective
immediately. The action was taken as the result of an ongoing review of Frontier Bank operations to identify ways to
operate more efficiently and continue to adjust Frontier�s cost structure to reflect current economic conditions. The
reductions occurred at all levels and in all parts of Frontier. The departing employees received severance pay based on
their years of service. This reduction resulted in a $360 thousand pre-tax charge in the second quarter of 2009 and is
expected to provide an annual pre-tax cost savings of approximately $2.5 million.

Subsequent to June 30, 2009, the decision was made to close our downtown Poulsbo branch as a result of our
continuing efforts to reduce noninterest expense. We currently have another Poulsbo branch that is within 0.8 miles of
the branch being closed, and therefore, we do not expect our customers to be adversely affected by the closure. This
branch closure was approved by the FDIC and had no material effect on our consolidated financial statements for the
period ended June 30, 2009.

Regulatory Actions

FDIC Order:  On March 20, 2009, Frontier Bank entered into a Stipulation and Consent to the Issuance of an Order to
Cease and Desist with the FDIC, and the Washington DFI, resulting from a June 30, 2008 examination.

The regulators alleged that Frontier Bank had engaged in unsafe or unsound banking practices by operating with
inadequate management and board supervision; engaging in unsatisfactory lending and collection practices; operating
with inadequate capital in relation to the kind and quality of assets held at Frontier Bank; operating with an inadequate
loan valuation reserve; operating with a large volume of poor quality loans; operating in such a manner as to produce
low earnings and operating with inadequate provisions for liquidity. By consenting to the FDIC Order, Frontier Bank
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neither admitted nor denied the alleged charges.

Under the terms of the FDIC Order, Frontier Bank cannot declare dividends or pay any management, consulting or
other fees or funds to Frontier, without the prior written approval of the FDIC and the Washington DFI. Other material
provisions of the FDIC Order require Frontier Bank to: (1) review the qualifications of Frontier Bank�s management,
(2) provide the FDIC with 30 days written notice prior to adding any individual to the Frontier Bank Board or
employing any individual as a senior executive officer, (3) increase director participation and supervision of Frontier
Bank affairs, (4) improve Frontier Bank�s lending and collection policies and procedures,
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particularly with respect to the origination and monitoring of real estate construction and land development loans,
(5) develop a capital plan and increase Tier 1 leverage capital to 10% of Frontier Bank�s total assets by July 29, 2009,
and maintain that capital level, in addition to maintaining a fully funded allowance for loan losses satisfactory to the
regulators, (6) implement a comprehensive policy for determining the adequacy of the allowance for loan losses and
limiting concentrations in commercial real estate and acquisition, development and construction loans, (7) formulate a
written plan to reduce Frontier Bank�s risk exposure to adversely classified loans and nonperforming assets, (8) refrain
from extending additional credit with respect to loans charged-off or classified as �loss� and uncollected, (9) refrain
from extending additional credit with respect to other adversely classified loans without collecting all past due
interest, without the prior approval of a majority of the directors on the Frontier Bank Board or its loan committee,
(10) develop a plan to control overhead and other expenses to restore profitability, (11) implement a liquidity and
funds management policy to reduce Frontier Bank�s reliance on brokered deposits and other non-core funding sources,
and (12) prepare and submit progress reports to the FDIC and the Washington DFI. The FDIC Order will remain in
effect until modified or terminated by the FDIC and the Washington DFI.

The FDIC Order does not restrict Frontier Bank from transacting its normal banking business. Frontier Bank will
continue to serve its customers in all areas including making loans, establishing lines of credit, accepting deposits and
processing banking transactions. Customer deposits remain fully insured to the highest limits set by FDIC. The FDIC
and Washington DFI did not impose any monetary penalties in connection with the FDIC Order.

Frontier�s management has been actively engaged in responding to the concerns raised in the FDIC Order, and believes
it has addressed all the regulators� requirements, with the exception of increasing Tier 1 capital. With the
consummation of the merger, Frontier believes it can increase its Tier 1 capital to compliance levels.

FRB Written Agreement:  In addition, on July 2, 2009, Frontier entered into a written agreement with the FRB. Under
the terms of the FRB Written Agreement, Frontier has agreed to: (i) refrain from declaring or paying any dividends
without prior written consent of the FRB; (ii) refrain from taking dividends or any other form of payment that
represents a reduction in capital from Frontier Bank without prior written consent of the FRB; (iii) refrain from
making any distributions of interest or principal on subordinated debentures or trust preferred securities without prior
written consent of the FRB; (iv) refrain from incurring, increasing or guaranteeing any debt without prior written
consent of the FRB; (v) refrain from purchasing or redeeming any shares of its stock without prior written consent of
the FRB; (vi) implement a capital plan and maintain sufficient capital; (vii) comply with notice and approval
requirements established by the FRB relating to the appointment of directors and senior executive officers as well as
any change in the responsibility of any current senior executive officer; (viii) not pay or agree to pay any
indemnification and severance payments except under certain circumstances, and with the prior approval of the FRB;
and (ix) provide quarterly progress reports to the FRB.

Compliance Memorandum of Understanding.  Frontier Bank and the Frontier Bank Board also entered into the
Memorandum of Understanding with the FDIC dated August 20, 2008 relating to the correction of certain violations
of applicable consumer protection and fair lending laws and regulations, principally including the failure to provide
certain notices to consumers pursuant to the Flood Disaster Protection Act of 1973, and certain violations of the Truth
in Lending Act and Regulation Z.

The Memorandum of Understanding requires Frontier Bank and the Frontier Bank Board to (i) correct all violations
found and implement procedures to prevent their recurrence; (ii) increase oversight of the Frontier Bank Board�s
compliance function, including monthly reports from Frontier Bank�s compliance officer to the Frontier Bank Board
detailing actions taken to comply with the Memorandum of Understanding; (iii) review its compliance policies and
procedures and develop and implement detailed operating procedures and controls, where necessary, to ensure
compliance with all consumer protection laws and regulations; (iv) establish monitoring procedures to ensure
compliance with all consumer protection laws and regulations (including flood insurance), including the
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documentation and reporting of all exceptions to the Frontier Bank Board and its audit committee; (v) review, expand
and improve the quality of such compliance with the frequency of compliance audits to be reviewed and approved
annually by the Frontier Bank Board or audit committee, with a goal of auditing compliance at least annually;
(vi) ensure that Frontier Bank�s compliance management function has adequate staff, resources, training and authority
for the size and structure of Frontier Bank; (vii) establish flood insurance monitoring procedures to ensure loans are
not closed without flood insurance and prior notices to customers required by law, that lapses of flood insurance do
not occur, and to develop methods to ensure that adequate amounts of flood insurance are provided, with Frontier
Bank agreeing to force � place flood insurance when necessary; (viii) provide additional training for all Frontier Bank
personnel, including the Frontier Bank Board and audit and compliance staff for
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applicable laws and regulations; and (ix) furnish quarterly progress reports to the Regional Director of the FDIC
detailing the actions taken to secure compliance with the Memorandum of Understanding until the Regional Director
has released the institution, in writing, from submitting further reports. Frontier Bank was assessed civil monetary
penalties of $48,895 for flood insurance violations and required to pay $10,974 in restitution to customers for certain
violations of the Truth in Lending Act and Regulation Z.

These regulatory actions may adversely affect our ability to obtain regulatory approval for future initiatives requiring
regulatory action, such as acquisitions. The regulatory actions will remain in effect until modified or terminated by the
regulators.

Compliance Efforts:  Frontier is actively engaged in responding to the concerns raised by the regulators, and has acted
promptly on directions it has received from the regulators and has taken the following actions:

� Engaged Patrick M. Fahey as chairman of the board and chief executive officer of Frontier, and Michael J.
Clementz as president, on December 4, 2009;

� Retained an independent consultant to review and evaluate the loan portfolio in the Fall of 2008, and again in
July, 2009;

� Organized a special assets group staffed by 37 managers and employees, to accelerate the collection and
resolution of delinquent and adversely classified loans;

� Developed capital management, liquidity and funds management plans;

� Increased board and senior management oversight of Frontier Bank, its lending and operations, including
monthly board meetings;

� Established a communications procedure for reporting progress in all areas to the FDIC, Washington DFI and
FRB.

Allowance for Loan Losses � Subsequent Events

Subsequent to June 30, 2009, Frontier experienced continued and significant deterioration in its loan portfolio. Based
on Frontier�s evaluations of collectability of loans and continued loan losses due to the current adverse economic
environment, Frontier expects to record an additional provision for loan losses of $140.0 million and loan charge offs
of $100.0 million during the quarter ending September 30, 2009. Reductions in appraised values of collateral for
Frontier�s nonperforming loans, downgrades in its performing loans and increased loss factors based on adverse
economic conditions, result in this provision and these charge-offs. Frontier�s evaluations take into account such
factors as changes in the nature and volume of the loan portfolio, overall portfolio quality, review of specific problem
loans, and current economic conditions that may affect borrowers� ability to pay.

The estimated allowance for loan losses, provision for loan losses and loan charge-offs for the third quarter 2009 are
as follows:

(In thousands)
Beginning balance June 30, 2009 $ 98,583
Expected provision 140,000
Expected charge-offs 100,000
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Expected ending balance September 30, 2009 $ 138,583

The expected third quarter provision is in addition to the $58.0 million provision recognized in the quarter ended
March 31, 2009 and the $77.0 million provision recognized in the quarter ended June 30, 2009. Frontier expects the
provision for the nine months ending September 30, 2009 to be $275.0 million.

Frontier expects that its Tier 1 leverage capital ratio will drop below 4.0% as of September 30, 2009, and that Frontier
and the Bank would be considered �undercapitalized,� or �significantly undercapitalized� if its Tier 1 capital ratio drops
below 3.0%, under federal regulatory capital guidelines for banks, which could result in further regulatory actions or
restrictions being taken against the Bank, including the potential closure of the Bank.
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Review of Financial Condition � June 30, 2009 and December 31, 2008

Federal Funds Sold

At June 30, 2009, federal funds sold totaled $289.9 million, compared to $117.7 million at December 31, 2008, an
increase of $172.1 million, or 146.2%. Federal funds sold fluctuate on a daily basis depending on our net cash position
for the day. In addition, increased federal fund sold balances improves on-balance sheet liquidity, which is an ongoing
focus of management.

Securities

The following table represents the available for sale and held to maturity securities portfolios by type at June 30, 2009
and December 31, 2008 (in thousands):

Securities Available for Sale
June 30, 2009 December 31, 2008

Fair
Value

% of
Total

Fair
Value

% of
Total

Equities $ 2,175 2.7% $ 1,930 2.1%
U.S. Treasuries 6,339 7.9% 6,457 7.1%
U.S. Agencies 31,864 39.7% 52,055 57.5%
Corporate securities 2,162 2.7% 4,439 4.9%
Mortgage-backed securities 34,846 43.4% 22,791 25.2%
Municipal securities 2,932 3.6% 2,934 3.2%

Total $ 80,318 100.0% $ 90,606 100.0%

Securities Held to Maturity
June 30, 2009 December 31, 2008

Amortized
Cost % of Total

Amortized
Cost % of Total

Corporate securities $ 1,524 49.5% $ 1,524 49.4%
Municipal securities 1,557 50.5% 1,561 50.6%

Total $ 3,081 100.0% $ 3,085 100.0%

At June 30, 2009, available for sale securities totaled $80.3 million, compared to $90.6 million at December 31, 2008,
a decrease of $10.3 million, or 11.4%. This decrease is primarily attributable to calls and maturities totaling
$45.9 million, principal pay-downs on mortgage-backed securities of $3.2 million and sales of corporate securities
totaling $1.4 million; partially offset by the purchase of $41.2 million of securities, principally U.S. Agencies and
mortgage-backed securities.
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SFAS, Fair Value Measurements, defines fair value as the exchange price that would be received for an asset or paid
to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. SFAS 157 also establishes a fair value hierarchy
which requires an entity to maximize the use of observable inputs and minimize the use of observable inputs when
measuring fair value. The standard describes three levels of inputs that may be used to measure fair value:

Level 1:  Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the ability to
access as of the measurement date.

Level 2:  Significant other observable inputs other than Level 1 prices, such as quoted prices for similar assets or
liabilities, quoted prices in markets that are not active and other inputs that are observable or can be corroborated by
observable market data.

Level 3:  Significant unobservable inputs that reflect a company�s own assumptions about the assumptions that market
participants would use in pricing an asset or liability.
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A majority of the market evaluation sources include observable inputs rather than significant unobservable inputs and
therefore fall into the Level 2 category. Evaluations are based on market data utilizing pricing models that vary based
by asset class and include available trade, bid, and other market information. Generally, methodology includes broker
quotes, proprietary modes, vast descriptive terms and conditions databases, as well as extensive quality control
programs.

Frontier uses an outside vendor to price its securities, Interactive Data Corporation (IDC). IDC provides independent
evaluations and is recognized industry-wide as one of the most reliable valuation services. IDC�s evaluations are based
on market data. IDC utilizes evaluated pricing models that vary based on asset class and include available trade, bid
and other market information. Methodology includes broker quotes, proprietary modes, vast descriptive terms and
conditions databases, as well as extensive quality control programs. IDC uses a pricing model only on our municipal
securities totaling $2.9 million which are subject to IDC�s quality control program.

All pricing information and quotes obtained from IDC on our securities are reviewed for reasonableness by Frontier
and used directly for the preparation of our financial statement. We have not had to adjust prices provided by IDC
since the majority of our securities prices are based on market data.

Frontier�s internal audit department audits these pricing procedures annually to ensure that they are consistent with
SFAS 157 and to ensure proper classification.

Loans

The following table represents the loan portfolio by type, excluding loans held for resale and net of unearned income,
at June 30, 2009 and December 31, 2008 (in thousands):

June 30, 2009 December 31, 2008

Amount
% of
Total Amount

% of
Total

Commercial and industrial $ 425,221 12.5% $ 457,215 12.1%
Real estate loans:
Commercial 1,017,204 29.8% 1,044,833 27.7%
Construction 713,571 20.9% 949,909 25.2%
Land development 476,562 14.0% 580,453 15.4%
Completed lots 272,824 8.0% 249,685 6.6%
Residential 1-4 family 433,884 12.7% 424,492 11.3%
Installment and other 71,682 2.1% 65,468 1.7%

Total $ 3,410,948 100.0% $ 3,772,055 100.0%

Total loans, excluding loans held for resale, decreased $361.1 million, or 9.6%, to a balance of $3.41 billion at
June 30, 2009, from $3.77 billion at December 31, 2008. With few exceptions, we have suspended the origination of
new real estate construction, land development and completed lot loans. For the six months ended June 30, 2009, new
loan origination totaled $77.7 million. This compares to new loan originations of $583.7 million for the six months
ended June 30, 2008, a decrease of $506.0 million, or 86.7%. In addition, for the six months ended June 30, 2009,
undisbursed loan commitments decreased $203.5 million, or 42.0%, from December 31, 2008.
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For the same period, completed lot loans increased $23.1 million, or 9.3%. In certain circumstances in which real
estate construction loans are no longer performing and construction has not commenced, they are reclassified as real
estate completed lot loans.

No new completed lot loans were originated from December 31, 2008 to June 30, 2009. Frontier Bank reclassified
$16.1 million of residential construction loans to residential completed lot loans as of June 30, 2009. Reclassification
of a residential construction loan to a residential lot loan eliminates any remaining unadvanced funds originally
intended for construction. The background loan loss reserve is adjusted on subject loans to the new loan type and
grade, and if placed into nonperforming status a specific reserve is assigned. There were no changes in the related loan
agreements resulting in credits that would be subject to SFAS 15 disclosures. At December 31, 2008, $7.0 million of
residential construction loans converted to residential lot loans that were nonperforming. At
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March 31, 2009 $11.0 million of residential lot loans converted to lot loans that were nonperforming. At June 30,
2009, $11.5 million of residential construction loans converted to residential lot loans that were nonperforming.

Allowance for Loan Losses

The allowance for loan losses is the amount which, in the opinion of management, is necessary to absorb probable
loan losses. Management�s determination of the level of the provision for loan losses is based on various judgments
and assumptions, including general economic conditions, loan portfolio composition, prior loan loss experience, the
evaluation of credit risk related to specific credits and market segments and monitoring results from our ongoing
internal credit review staff. Management also reviews the growth and terms of loans so that the allowance can be
adjusted for probable losses. The allowance methodology takes into account that the loan loss reserve will change at
different points in time based on economic conditions, credit performance, loan mix and collateral values.

Management and the Frontier Board review policies and procedures at least annually, and changes are made to reflect
the current operating environment integrated with regulatory requirements. Frontier�s internal credit risk review
process has evolved partly out of these policies. During this process, the quality grades of loans are reviewed and
loans are assigned a dollar value of the loan loss reserve by degree of risk. This analysis is performed quarterly and
reviewed by management who makes the determination if the risk is reasonable, and if the reserve is adequate. This
quarterly analysis is then reviewed by the Frontier Board.

The allowance for loan losses, loan charge-offs and loan recoveries are summarized as follows (in thousands):

Six Months Ended
Twelve Months

Ended
June 30, 2009 December 31, 2008

Beginning balance $ 114,638 $ 57,658

Provision for loan losses 135,000 120,000

Charge-offs:
Commercial and industrial (18,891) (3,101)
Real estate:
Commercial (1,176) (1,264)
Construction (62,036) (31,968)
Land development (38,015) (12,165)
Completed lots (19,286) (13,839)
Residential 1-4 family (10,771) (846)
Installment and other (1,089) (343)

Total charge-offs (151,264) (63,526)
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Six Months
Ended

Twelve Months
Ended

June 30, 2009 December 31, 2008

Recoveries:
Commercial and industrial 496 308
Real estate:
Commercial � �
Construction 863 161
Land development 57 �
Completed lots 66 9
Residential 1-4 family 27 �
Installment and other 4 28

Total recoveries 1,513 506

Net charge-offs (149,751) (63,020)

Balance before portion identified for undisbursed loans 99,887 114,638
Portion of reserve identified for undisbursed loans and
reclassified as a liability (1,304) (2,082)

Balance at end of period $ 98,583 $ 112,556

Average loans for the period $ 3,673,793 $ 3,774,501

Ratio of net charge-offs to average loans outstanding during the
period 4.08% 1.67%

The allocation of the allowance for loan losses at June 30, 2009 and December 31, 2008 are as follows (in thousands):

June 30, 2009
December 31,

2008

Commercial and industrial $ 14,771 $ 15,127
Real Estate:
Commercial 14,093 11,388
Construction 29,495 27,636
Land development 14,626 22,701
Completed lots 5,424 9,054
Residential 1-4 family 13,637 14,056
Installment and other 1,278 1,071
Unallocated 5,259 11,523

Total $ 98,583 $ 112,556
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The allowance for loan losses totaled $98.6 million, or 2.89%, of total loans outstanding at June 30, 2009, compared
to $112.6 million, or 2.98%, of total loans outstanding at December 31, 2008. Including the allocation for undisbursed
loans of $1.3 million, would result in a total allowance of $99.9 million, or 2.92%, of total loans outstanding at
June 30, 2009. This compares to the undisbursed allocation of $2.1 million, for a total allowance of $114.6 million, or
3.03%, of total loans outstanding at December 31, 2008.

Frontier�s allowance for loan loss as a percentage of total loans is impacted by nonperforming loans in that a
significant portion of Frontier�s nonperforming loans are collateral dependent. Nonperforming loans result in the
assignment of a specific reserve that adjusts the net book value of the loan�s principal balance to reflect the estimated
fair value of supporting collateral or result in no assignment of a specific reserve if the loans collateral value is in
excess of its book value. Frontier�s customary practice is to charge-off the amount of impairment representing the
excess of the loan�s net book value over the estimated fair value within the quarter a loan is
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identified as nonperforming and a confirmed loss (�partial charge-off�). For nonperforming loans not immediately
charged-off as a result of the determination of a confirmed loss, a specific reserve representing the amount of
estimated impairment is applied. Impaired loans are assessed for valuation on a recurring basis. Once a partial
charge-off is taken no additional reserve is required unless as a result of Frontiers recurring impairment analysis, new
information becomes available that would necessitate further adjustment to the allowance for loan losses and
subsequent write downs. As a result, many of the nonperforming loans are collateral-based loans measured at fair
value and the balance in excess of collateral value is charged-off during the same quarter, thus resulting in a lower
coverage ratio.

The following table includes information pertaining to Frontier�s allowance for loan loss and nonperforming loans.

(In thousands) 6/30/2008 9/30/2008 12/31/2008 3/31/2009 6/30/2009

Total Loans $ 3,807,278 $ 3,832,052 $ 3,778,733 $ 3,659,510 $ 3,416,219
SFAS No. 5 portion of
Allowance for Loan Losses $ 73,481 $ 97,732 $ 99,671 $ 96,780 $ 79,575
SFAS 114 portion of
Allowance For Loan Losses 5,241 8,903 12,885 14,704 19,008

Allowance For Loan Losses
(ALLL) $ 78,722 $ 106,635 $ 112,556 $ 111,484 $ 98,583
Nonperforming Loans with
Specific Reserves included
in ALLL $ 53,227 $ 85,878 $ 96,238 $ 101,764 $ 97,806
Nonperforming Loans
Balances Recorded at
Collateral Value 66,709 119,319 338,987 554,609 666,752

Total Nonperforming Loans $ 119,936 $ 205,197 $ 435,225 $ 656,373 $ 764,558
Total Charge-offs to date on
Nonperforming loans $ 7,589 $ 20,000 $ 48,168 $ 101,550 $ 141,757
Nonperforming Loans
Recorded at Collateral
Value to Total Loans 1.75% 3.11% 8.97% 15.16% 19.52%
Nonperforming Loans
recorded at Collateral Value
to Total Nonperforming
Loans 55.62% 58.15% 77.89% 84.50% 87.21%
Coverage Ratio (allowance
for loan losses divided by
Nonperforming Loans) 65.64% 51.97% 25.86% 16.98% 12.89%
Coverage Ratio when
considering affects of
Charge-offs 67.68% 56.23% 33.25% 28.11% 26.52%
Coverage Ratio net of
Nonperforming Loans
carried at fair value 147.90% 124.17% 116.96% 109.55% 100.79%

$ 3,740,569 $ 3,712,733 $ 3,439,746 $ 3,104,901 $ 2,749,467
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Total Loans less NPL�s
carried at Collateral Value
Total ALLL/ Total Loans 2.07% 2.78% 2.98% 3.05% 2.89%
Total ALLL/ Total Loans
less NPL�s carried at
Collateral Value 2.10% 2.87% 3.27% 3.59% 3.59%
Specific Reserve/Balance of
Loans with Specific Reserve 9.85% 10.37% 13.39% 14.45% 19.43%

162

Edgar Filing: SP Acquisition Holdings, Inc. - Form DEFM14A

Table of Contents 347



Table of Contents

Nonperforming Assets

Nonaccruing loans, restructured loans and OREO are as follows (in thousands):

June 30, 2009
December 31,

2008

Commercial and industrial $ 27,092 $ 12,908
Real estate:
Commercial 73,130 10,937
Construction 267,102 181,905
Land development 267,907 177,139
Completed lots 88,072 34,005
Residential 1-4 family 40,433 17,686
Installment and other 822 645

Total nonaccruing loans 764,558 435,225
Other real estate owned 54,222 10,803

Total nonperforming assets $ 818,780 $ 446,028

Restructured loans $ � $ �
Total loans at end of period(1) $ 3,416,219 $ 3,778,733
Total assets at end of period $ 3,987,403 $ 4,104,445
Total nonaccruing loans to total loans 22.38% 11.52%
Total nonperforming assets to total assets 20.53% 10.87%

(1) Includes loans held for resale.

The decision to begin a foreclosure action generally occurs after all other reasonable collection efforts have been
found ineffective. Loans in foreclosure are always categorized as nonperforming assets and as such have been
assigned a specific loan loss reserve based on the most current property valuations available, discounted to address
foreclosure expense, holding time and sales costs. Assuming no other legal actions the statutory processing period for
a so-called nonjudicial foreclosure in the state of Washington is a minimum of 120 days or 190 days after the date of
default. The first step is a notice of default that is mailed to the borrower and posted at the property or delivered the
notice to the borrower in person. The borrower is given 30 days to respond to the notice of default. If the borrower
does not stop the foreclosure within 30 days after receiving the notice of default, Frontier records a notice of sale with
the appropriate county recorder. The notice of sale is recorded at least 90 days before the sale date and is mailed to the
borrower and any other lien holders. The notice of sale is also published twice in a local newspaper. A notice of
foreclosure is also required to be sent to the borrower and/or guarantors if Frontier Bank wants to retain the right to a
deficiency. Frontier is required to publish the notice of sale once between the 32nd and 28th days prior to the sale, and
once between the 11th and 7th days before the sale. Foreclosure sales are by public auction with the property going to
the highest bidder.

Frontier Bank will bid up to the amount of its loan balance. If Frontier Bank does not have a buyer for the collateral
by the sale date, and there is no other or higher bidder, then Frontier Bank acquires ownership of the property for the
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amount of its credit bid, and the property becomes an OREO property of Frontier. The obligations of the guarantors
(but not the borrower) of a commercial loan for any deficiency (the amount by which the loan balance exceeds the
foreclosure sale price), generally survives the sale and Frontier Bank may bring a lawsuit against the guarantors to
collect the deficiency if Frontier Bank determines a judgment against the guarantors may be collectible and
cost-effective.

A judicial foreclosure action may also be brought to collect a real estate loan in the state of Washington, and is used
by Frontier Bank in certain cases, but nonjudicial foreclosure is usually the preferred remedy because it is normally
faster and less expensive than litigation, which can take from 6 months for summary judgment, to 2 years for trial.

Foreclosure proceedings in the state of Oregon are similar to Washington�s in most material respects.
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In addition, where appropriate, instead of foreclosure, Frontier Bank may negotiate a settlement agreement with the
borrower, with a deed in lieu of foreclosure conveying the property to the Bank, to enable the Bank to acquire
possession of the property faster than pursuing the normal foreclosure process.

The transition of loans from performing to nonperforming status will generally result in the assignment of a specific
reserve that adjusts the net book value of the loan�s principal balance to reflect the estimated fair value of supporting
collateral or result in no assignment of a specific reserve if the loans collateral value is in excess of its book value.
Subsequent write-downs, requiring additional loan loss provisioning, could occur as a loan moves through the
foreclosure process into OREO based on recurring impairment analysis up to and until a property becomes a OREO.

The following example illustrates Frontier Bank�s collection and foreclosure process for a typical nonperforming real
estate loan, a $1,000,000 construction loan dated July 1, 2007, maturing in 18 months on December 31, 2008.

� Depending on the risk rating determined by management, an amount equal to 2.5% to 15% of the loan, or from
$25,000 to $150,000, is in effect reserved for the loan as of September 30, 2007, the end of the quarter, as part
of Frontier Bank�s general allowance for loan losses (ALLL) for the construction loan category. Loans are
reviewed and, if appropriate, regraded quarterly and the risk category and reserve may go up or down over the
life of the loan.

� Payment or other loan default occurs June 30, 2008.

� Frontier Bank contacts borrower/guarantors about the default, to determine the reason for the default and to try
to collect the payments from borrower/guarantors and/or cure any other default on July 30, 2008 (typically
within 30 days after the default).

� The default is not cured, so the loan is reclassified by Frontier Bank as nonperforming on September 30, 2008,
after the loan is in default for 90 days, and an impairment analysis is performed (based on market value,
updated appraisal, and other relevant factors) and, if appropriate, a specific reserve for the nonperforming loan
is assigned by Frontier Bank, which is this case results in an additional reserve or charge-off of $50,000.

� A formal 30-day notice of default/foreclosure is sent by Frontier Bank or its counsel to the
borrower/guarantors, and either posted on the property or served, on September 30, 2008 (typically within 2 -
4 months after default).

� Assuming Frontier Bank determines that a settlement and deed in lieu agreement is not appropriate or cannot
be negotiated on terms acceptable to Frontier Bank, then Frontier Bank�s counsel either:

� sends a 90-day statutory notice of sale to the borrower/guarantors, which is also either posted on the property
or served, if Frontier Bank elects to pursue its nonjudicial foreclosure remedy, or

� files a complaint for collection and foreclosure of the loan with the state court for the county where the
property is located, and serves a summons and complaint on the borrower/guarantors.

� Additional write-downs, requiring additional loan loss provisions, may occur as the loan moves through the
foreclosure process into OREO based on subsequent impairment analysis (quarterly or upon occurrence of a
material event such as borrower�s bankruptcy filing).

� Assuming no delays as a result of other legal actions, counterclaims or other defenses asserted by
borrower/guarantors, if nonjudicial foreclosure, Frontier Bank acquires the property at the trustee�s sale by
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bidding an amount up to the loan balance, and the property is recorded as OREO on Frontier Bank�s books, at
the amount of the loan balance (the amount bid by Frontier Bank in this example), plus attorney fees and other
foreclosure costs.

� Insurance, maintenance and other holding costs of the property are expensed by Frontier Bank.

� Frontier Bank lists and markets the property for sale and arranges for property management. If appropriate,
Frontier Bank may continue to pursue the borrower (if a nonjudicial foreclosure) and/or guarantors for any
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deficiency (the difference between the bid amount and the loan balance, including all related fees and expenses
of collection and foreclosure), subject to applicable �single action,� �fair value� and other state laws limiting
deficiencies.

� The difference between the loan balance and the amount collected by Frontier Bank (by foreclosure, and if
applicable, from a deficiency judgment) is charged off by Frontier Bank.

� Any gain or loss on the eventual sale of the OREO property to a third party is recognized and recorded by
Frontier Bank at the time of sale.

Impaired Loans

A loan is considered impaired when management determines it is probable that all contractual amounts of principal
and interest will not be paid as scheduled in the loan agreement. These loans include all nonaccrual loans, restructured
loans and other loans that management considers to be at risk.

This assessment for impairment occurs when and while such loans are on nonaccrual or the loan has been restructured.
When a loan with unique risk characteristics has been identified as being impaired, the amount of impairment will be
measured by Frontier Bank. If the current value of the impaired loan is less than the recorded investment in the loan,
impairment is recognized by creating or adjusting an existing allocation of the allowance for loan losses.

Nonaccrual Loans

It is Frontier Bank�s practice to discontinue accruing interest on virtually all loans that are delinquent in excess of
90 days regardless of risk of loss, collateral, etc. Some problem loans, which are less than 90 days delinquent, are also
placed into nonaccrual status if the success of collecting full principal and interest in a timely manner is in doubt.
Some loans will remain in nonaccrual even after improved performance until a consistent timely repayment pattern is
exhibited and/or timely performance is considered reliable.

At June 30, 2009, nonaccruing loans totaled $764.6 million, compared to $435.2 million at December 31, 2008. The
increase in nonaccruing loans for the period is primarily attributable to the continued downturn in the local housing
market and economy, which significantly impacted our real estate construction, land development and completed lot
portfolios. Of the total nonaccrual loans at June 30, 2009, 81.5% relate to our real estate construction, land
development and completed lot portfolios.

At June 30, 2009 and December 31, 2008, nonaccruing loans totaling $97.8 million and $96.2 million had related
specific reserves in the allowance for loan losses of $19.0 million and $12.9 million, respectively. Nonaccruing loans
without related specific reserves in the allowance for loan losses at June 30, 2009 and December 31, 2008, totaled
$666.8 million and $339.0 million, respectively.

Restructured Loans

In cases where a borrower experiences financial difficulties and we make certain concessionary modifications to the
contractual terms, the loan is classified as a restructured (accruing) loan. Loans restructured at a rate equal to or
greater than that of a new loan with comparable risk at the time of the contract is modified may be excluded from the
impairment assessment and may cease to be considered impaired.

Interest income on restructured loans is recognized pursuant to the terms of the new loan agreement. Interest income
on impaired loans is monitored and based upon the terms of the underlying loan agreement. However, the recorded net
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investment in impaired loans, including accrued interest, is limited to the present value of the expected cash flows of
the impaired loan or the observable fair market value of the loan or the fair market value of the loan�s collateral. There
were no restructured loans at June 30, 2009 or December 31, 2008.
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Other Real Estate Owned

OREO is carried at the lesser of book value or market value, less selling costs. The costs related to completion, repair,
maintenance, or other costs of such properties, are generally expensed with any gains or shortfalls from the ultimate
sale of OREO being shown as other income or other expense.

The following table presents the activity related to OREO (in thousands):

June 30, 2009 December 31, 2008
Amount Number Amount Number

Beginning balance $ 10,803 64 $ 367 1
Additions to OREO 58,030 118 12,992 76
Capitalized improvements 176 623
Valuation adjustments (3,799) (68)
Disposition of OREO (10,988) (67) (3,111) (13)

Ending balance $ 54,222 115 $ 10,803 64

At June 30, 2009, OREO totaled $54.2 million and consisted of 115 properties in Washington and Oregon, with
balances ranging from $39 thousand to $12.8 million.

Certain other loans, currently in nonaccrual, are in the process of foreclosure and potentially could become OREO.
Efforts, however, are constantly underway to reduce and minimize such nonperforming assets. During 2008, we
expanded our special assets group to focus on reducing nonperforming assets.

Other Assets

Other assets totaled $104.5 million at June 30, 2009, compared to $67.5 million at December 31, 2008. The increase
of $37.0 million, or 54.8%, is primarily attributable to the increase in income tax related to the 2008 net operating loss
carryback, partially offset by the decrease in the deferred tax asset.

Deposits

The following table represents the major classifications of interest bearing deposits at June 30, 2009 and
December 31, 2008 (in thousands):

June 30, 2009 December 31, 2008

Amount
% of
Total Amount

% of
Total

Money market, sweep and NOW accounts $ 409,606 14.4% $ 325,554 11.3%
Savings 285,725 10.0% 365,114 12.7%
Time deposits 2,148,970 75.6% 2,189,046 76.0%

Total $ 2,844,301 100.0% $ 2,879,714 100.0%
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The following table represents maturities of time deposits of $100,000 and over at June 30, 2009 (in thousands):

June 30, 2009

3 months or less $ 246,002
Over 3 months through 6 months 211,135
Over 6 months through 12 months 230,075
Over 12 months 87,059

Total $ 774,271
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Review of Financial Condition � June 30, 2009 and June 30, 2008

Below are abbreviated balance sheets at June 30, 2009 and 2008, which indicate changes that have occurred over the
past year (in thousands):

June 30, June 30,

2009 2008 $ Change
%

Change

ASSETS
Federal funds sold $ 289,871 $ 18,265 $ 271,606 NM
Securities 83,399 112,536 (29,137) (25.9)%
Loans (net of unearned fee income):
Commercial and industrial 425,221 448,360 (23,139) (5.2)%
Real Estate:
Commercial 1,017,204 1,048,321 (31,117) (3.0)%
Construction 713,571 1,048,552 (334,981) (31.9)%
Land development 476,562 598,931 (122,369) (20.4)%
Completed lots 272,824 236,004 36,820 15.6%
Residential 1-4 family 439,155 357,650 81,505 22.8%
Installment and other loans 71,682 69,460 2,222 3.2%

Total loans 3,416,219 3,807,278 (391,059) (10.3)%
FHLB stock 19,885 21,698 (1,813) (8.4)%

Total earning assets 3,809,374 3,959,777 (150,403) (3.8)%

Total assets $ 3,987,403 $ 4,156,721 $ (169,318) (4.1)%

LIABILITIES
Noninterest bearing deposits $ 404,832 $ 389,275 $ 15,557 4.0%
Interest bearing deposits:
Money market, sweep and NOW 409,606 600,023 (190,417) (31.7)%
Savings accounts 285,725 367,731 (82,006) (22.3)%
Time certificates 2,148,970 1,939,297 209,673 10.8%

Total interest bearing deposits 2,844,301 2,907,051 (62,750) (2.2)%

Total deposits 3,249,133 3,296,326 (47,193) (1.4)%

Federal funds purchased and securities sold under
repurchase agreements 17,564 38,005 (20,441) (53.8)%
FHLB advances 421,130 330,249 90,881 27.5%
Junior subordinated debt 5,156 5,156 � 0.0%
Total interest bearing liabilities 3,288,151 3,280,461 7,690 0.2%
Shareholders� equity $ 269,486 $ 462,212 $ (192,726) (41.7)%
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NM � Not meaningful.

Federal Funds Sold

At June 30, 2009, federal funds sold totaled $289.9 million, compared to $18.3 million at June 30, 2008. Federal funds
sold fluctuate on a daily basis depending on our net cash position for the day. In addition, increased federal fund sold
balances improves on-balance sheet liquidity, which is an ongoing focus of management.
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Securities

The following table represents the available for sale and held to maturity securities portfolios by type at June 30, 2009
and 2008 (in thousands):

Securities Available for Sale
June 30, 2009 June 30, 2008

Fair
Value

% of
Total

Fair
Value

% of
Total

Equities $ 2,175 2.7% $ 13,874 12.8%
U.S. Treasuries 6,339 7.9% 7,368 6.8%
U.S. Agencies 31,864 39.7% 74,320 68.3%
Corporate securities 2,162 2.7% 10,120 9.3%
Mortgage-backed securities 34,846 43.4% � 0.0%
Municipal securities 2,932 3.6% 3,114 2.8%

Total $ 80,318 100.0% $ 108,796 100.0%

Securities Held to Maturity
June 30, 2009 June 30, 2008

Amortized
Cost % of Total

Amortized
Cost % of Total

Corporate securities $ 1,524 49.5% $ 1,525 40.8%
Municipal securities 1,557 50.5% 2,215 59.2%

Total $ 3,081 100.0% $ 3,740 100.0%

Available for sale securities totaled $80.3 million at June 30, 2009, compared to $108.8 million at June 30, 2008, a
decrease of $28.5 million, or 26.2%. This decrease is primarily attributable to U.S. Agency calls, maturities and sales
totaling $293.3 million; equity and corporate sales of $13.5 million; partially offset by the purchase of $287.7 million
of U.S. Agency and mortgage-backed securities. In addition, we recognized other than temporary impairment losses of
$6.4 million related to Fannie Mae and Freddie Mac preferred stock and a Lehman Brothers bond and preferred stock
during the third quarter of 2008.

Loans

At June 30, 2009, total loans, including loans held for resale, were down $391.1 million, or 10.3%, from a year ago.
The largest decline came from our real estate construction portfolio, which decreased $335.0 million, or 31.9%, for
the period. Management has been working diligently to reduce the concentration in real estate construction and land
development loans, as defined by the FDIC, and has successfully reduced these portfolios by $913.0 million, or
37.1%, from June 30, 2008 to June 30, 2009, including undisbursed loan commitments.
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In an effort to reduce our concentrations and diversify our loan portfolio, we are, for the most part, not currently
originating any new real estate construction loans. For the six months ended June 30, 2009, total new loan originations
were $77.7 million, compared to $583.7 million for the six months ended June 30, 2008, a decrease of $506.0 million,
or 86.7%.

At June 30, 2009, the year-over-year increase in real estate completed lot loans is primarily attributable to the
disbursement on existing projects. At June 30, 2009, total undisbursed commitments to lend totaled $281.0 million,
down from $830.2 million a year ago. In addition, in certain circumstances in which real estate construction loans are
no longer performing and will not be completed, they are reclassified as real estate completed lot loans.

The $81.5 million, or 22.8%, increase in real estate residential 1-4 family loans for the period is primarily attributable
to the conversion of certain real estate construction properties into rentals. Due to the weakened economy and the
adverse effect on home sales, some builders have converted speculative homes that they have been unable to sell into
investment properties.
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The amount of construction loans that were converted to residential 1-4 family loans totaled $35.9 million during the
six month period ending June 30, 2009. The conversion of these construction loans changed the payment structure to
principal and interest and extended maturity dates. No terms offered were subject to SFAS 15 disclosures.
Additionally, the conversion had no impact on the loan loss reserve as nonperforming loans are assigned a specific
reserve. No conversions resulted in loans moving from nonperforming to a performing status.

At December 31, 2008, $1.8 million residential construction loans converted to residential 1-4 family loans were
nonperforming, as of March 31, 2009 $463,235 of residential construction loans converted to 1-4 family loans were
nonperforming, and as of June 30, 2009 $1.4 million of residential construction loans converted to 1-4 family loans
were nonperforming.

Deposits

At June 30, 2009, noninterest bearing deposits totaled $404.8 million, compared to $389.3 million at June 30, 2008, an
increase of $15.6 million, or 4.0%. The increase in noninterest bearing deposits can be attributed, in part, to the
unlimited FDIC insurance on these accounts through December 31, 2009, due to our participation in the FDIC�s
Transaction Account Guarantee Program. In addition, we have been promoting deposit growth to increase on-balance
sheet liquidity.

Total interest bearing deposits decreased $62.8 million, or 2.2%, to $2.84 billion at June 30, 2009, compared to
$2.91 billion a year ago. At June 30, 2009, money market, sweep and NOW accounts made up 14.4% of total interest
bearing deposits, compared to 20.6% at June 30, 2008, and time deposits made up 75.6%, compared to 66.7% a year
ago. The shift in deposit mix over the last year, in part, can be attributed to our participation in the CDARS program,
which commenced in the second quarter of 2008. In addition, our money market, sweep and NOW accounts are
typically more sensitive to changes in the Federal Funds rate than time deposits. At June 30, 2009, the Federal Funds
rate was 0.25%, down 175 basis points from 2.00% at June 30, 2008.

FHLB Advances

FHLB advances totaled $421.1 million at June 30, 2009, compared to $330.2 million at June 30, 2008, an increase of
$90.9 million, or 27.5%. This increase in FHLB advances is primarily attributable to a new $100 million, 5 year,
3.04% fixed rate loan obtained in the fourth quarter of 2008.

Results of Operations

Net Interest Income

Net interest income is the difference between total interest income and total interest expense and is the largest source
of our operating income. Several factors contribute to changes in net interest income, including: the effects of changes
in average balances, changes in rates on earning assets and rates paid for interest bearing liabilities and the levels of
noninterest bearing deposits, shareholders� equity and nonaccrual loans.

The earnings from certain assets are exempt from federal income tax, and it is customary in the financial services
industry to analyze changes in net interest income on a �tax equivalent� (�TE�) or fully taxable basis. TE is a non-GAAP
performance measurement used by management in operating and analyzing the business, which management believes
provides financial statement users with a more accurate picture of the net interest margin for comparative purposes.
Under this method, nontaxable income from loans and investments is adjusted to an amount which would have been
earned if such income were subject to federal income tax. The discussion below presents an analysis based on TE
amounts using a 35% tax rate. (However, there are no tax equivalent additions to the interest expense or noninterest
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The following table illustrates the determination of tax equivalent amounts for the three and six months ended
June 30, 2009 and 2008 (in thousands):

Three Months Ended
June 30, June 30,

2009 2008 $ Change
%

Change

Total interest income, as reported $ 45,581 $ 72,342 $ (26,761) (37.0)%
Effect of tax exempt loans and municipal
bonds 333 374 (41) (11.0)%

TE interest income 45,914 72,716 (26,802) (36.9)%
Total interest expense 24,132 27,451 (3,319) (12.1)%

TE net interest income $ 21,782 $ 45,265 $ (23,483) (51.9)%

Calculation of TE Net Interest Margin (three
months annualized)
TE interest income $ 184,161 $ 290,864 $ (106,703) (36.7)%
Total interest expense 96,793 109,804 (13,011) (11.8)%

TE net interest income 87,368 181,060 (93,693) (51.7)%

Average earning assets $ 3,948,803 $ 3,910,481 $ 38,322 1.0%

TE Net Interest Margin 2.21% 4.63%

Six Months Ended
June 30, June 30,

2009 2008 $ Change
%

Change

Total interest income, as reported $ 96,072 $ 149,842 $ (53,770) (35.9)%
Effect of tax exempt loans and municipal
bonds 667 751 (84) (11.2)%

TE interest income 96,739 150,593 (53,854) (35.8)%
Total interest expense 50,869 57,553 (6,684) (11.6)%

TE net interest income $ 45,870 $ 93,040 $ (47,170) (50.7)%

Calculation of TE Net Interest Margin (six
months annualized)
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TE interest income $ 193,478 $ 301,186 $ (107,708) (35.8)%
Total interest expense 101,738 115,106 (13,368) (11.6)%

TE net interest income 91,740 186,080 (94,340) (50.7)%

Average earning assets $ 4,055,043 $ 3,864,178 $ 190,865 4.9%

TE Net Interest Margin 2.26% 4.82%
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The following tables represent condensed average balance sheet information, together with interest income and yields
on average earning assets, interest expense and rates paid on average interest bearing liabilities and the changes in tax
equivalent net interest income due to changes in average balances (volume) and changes in average rates (rate) for the
three and six months ended June 30, 2009 and 2008 (in thousands):

Three Months Ended June 30,
2009 2008
TE Average TE Average

Interest Rates Interest Rates
Average Income/ Earned/ Average Income/ Earned/
Balance Expense(3) Paid(3) Balance Expense(3) Paid(3)

Interest Earning Assets
Taxable investments $ 102,738 $ 2,620 2.55% $ 138,500 $ 5,284 3.82%
Nontaxable investments(1) 4,406 273 6.20% 5,250 332 6.32%

Total 107,144 2,893 2.70% 143,750 5,616 3.91%

Federal funds sold 239,315 605 1.57% 1,994 40 1.57%
Loans(1)(2)
Installment 71,186 5,443 7.65% 67,936 6,012 8.85%
Commercial(1) 444,572 26,581 5.98% 437,414 32,664 7.47%
Real estate
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