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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Amendment No. 1 to Annual Report on Form 10-K contains certain
forward-looking statements with respect to our financial condition, results of
operations and business. Generally, forward-looking statements may be identified
through the use of words such as: "believe," "expect,'" ‘'anticipate,” "intend,"
"plan,” "estimate," or words of similar meaning or future or conditional terms
such as: "will," "would," 'should,” 'could," "may," "likely," "probably," or
"possibly." Examples of forward-looking statements include, but are not limited
to, estimates or projections with respect to our future financial condition, and
expected or anticipated revenues with respect to our results of operations and
our business. These forward-looking statements are subject to certain risks and
uncertainties, not all of which can be predicted or anticipated. Factors that
may cause our actual results to differ materially from those contemplated by the
Fforward-looking statements herein include market conditions as well as
conditions affecting the banking industry generally and factors having a
specific impact on us, including but not limited to: fluctuations in interest
rates and in the economy, including the threat of future terrorist activities,
existing and potential wars and/or military actions related thereto, and
domestic responses to terrorism or threats of terrorism; the impact of laws and
regulations applicable to us and changes therein; the Impact of accounting
pronouncements applicable to us and changes therein; competitive conditions in
the markets in which we conduct our operations, including competition from
banking and non-banking companies with substantially greater resources than us,
some of which may offer and develop products and services not offered by us; our
ability to control the composition of our loan portfolio, including our real
estate concentration, without adversely affecting interest income; the credit
risk associated with consumers who may not repay loans; the geographic
dispersion of our offices; the impact our hedging activities may have on our
operating results; the highly regulated environment in which we operate; and our
ability to respond to changes in technology. With regard to our efforts to grow
through acquisitions, Tfactors that could affect the accuracy or completeness of
forward-looking statements contained herein include: our ability to consummate
pending acquisitions; the competition of larger acquirers with greater
resources; fluctuations 1in the prices at which acquisition targets may be
available for sale; the impact of making acquisitions without using our common
stock; and possible asset quality issues, unknown liabilities or integration
issues with the businesses that we have acquired. Refer to further discussion
under "Business --ltem 1A Risk Factors" for factors that may impact these
forward-looking statements. We do not have a duty to and will not update these
forward-looking statements. Readers of this Amendment No. 1 Annual Report on
Form 10-K should therefore consider these risks and uncertainties in evaluating
forward-looking statements and should not place undue reliance on these
statements.
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EXPLANATORY NOTE - 2007 RESTATEMENT

This Amendment No. 1 to Form 10-K (Amendment No. 1) is being Tfiled by First
Banks, 1Inc. (the Company) to amend and restate its Annual Report on Form 10-K
for the year ended December 31, 2007 filed with the United States Securities and
Exchange Commission (SEC) on March 26, 2008 (the Initial Form 10-K). For
purposes of this Annual Report on Form 10-K/A, and in accordance with Rule
12b-15 under the Securities Exchange Act of 1934 (Exchange Act), Items 1, 6, 7,
8, 9A and 12 of our Initial Form 10-K have been amended and restated in their
entirety. In addition, Item 15 is being amended solely to add new certifications
in accordance with Rule 13a-14(a) of the Exchange Act. Other than the Items
outlined above, there are no changes to the Initial Form 10-K. Except as
otherwise specifically noted, all information contained herein is as of December
31, 2007 and does not reflect any events or changes that have occurred
subsequent to that date. We are not required to and we have not updated any
forward-looking statements previously included in the Initial Form 10-K filed on
March 26, 2008. We have not amended, and do not intend to amend, any of our
other previously filed reports for the periods affected by the restatement. Our
previously issued consolidated financial statements included in those reports
should no longer be relied upon.

This Amendment No. 1 is required due to errors in the Initial Form 10-K related
to the identification of certain fraudulent transactions in our mortgage banking
division that were improperly recorded in our consolidated Tfinancial statements
(the Transactions) due to the circumvention of established internal controls.
The Audit Committee of our Board of Directors (the Audit Committee), with the
assistance of legal counsel and other third parties, commissioned an
investigation into the circumstances and possible irregularities that led to the
improper recording of the Transactions in our consolidated financial statements.
The investigation was completed on July 29, 2008.

In addition to the Transactions, we have elected to restate our consolidated
financial statements for other matters that were previously determined to be
immaterial to the consolidated financial statements taken as a whole.

This Amendment No. 1 restates our consolidated financial statements and other
Ffinancial information as of December 31, 2007 and 2006 and for the years ended
December 31, 2007, 2006 and 2005, our financial information as of December 31,
2005, 2004 and 2003 and for the years ended December 31, 2004 and 2003 and each
of the quarters 1in 2007 and 2006, which supersede our previously issued
consolidated financial statements and other Tfinancial iInformation for those
periods. For additional information regarding the restatement, see Note 1 to our
consolidated financial statements appearing elsewhere in this report.

The impact of this restatement on our net income is summarized in the following
table:

<TABLE>
<CAPTION>
As Effect of Restatement
Year Ended Previously Decrease in
December 31, Reported Net Income
(dollars expressed in thousands)
<S> <C> <C> <C>
2003 $ 62,811 (447)
2004 82,908 (4210
2005 96,906 (1,597)
2006 111,694 (4,877)
2007 57,234 (7,774)
</TABLE>

The restatement also had the effect of reducing our retained earnings as of
December 31, 2002 by approximately $12.6 million.

This Amendment No. 1 includes changes in "ltem 9A - Controls and Procedures'" and
reflects management®s restated assessment of our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act)
as of December 31, 2007. This restatement of management®s assessment regarding
disclosure controls and procedures results from material weaknesses 1in our
internal control over financial reporting relating to the Transactions.
Specifically, we did not maintain sufficient anti-fraud controls for the
mortgage banking division which allowed the former President of our mortgage

As
Restated

<C>
62,364
82,487
95,309
106,817
49,460



banking division to intentionally effect certain transactions and journal
entries to omit a repurchase agreement obligation, including the related
interest expense thereon, and overstate mortgage banking revenues. These
material weaknesses resulted in material misstatements requiring the restatement
of our previously issued consolidated financial statements as of December 31,
2007 and 2006, and for the years ended December 31, 2007, 2006, and 2005, our
Ffinancial information as of and for the years ended December 31, 2004 and 2003
and the interim consolidated financial information for each of the quarterly
periods in 2006 and 2007.

We are in the process of implementing several changes in our internal controls
as of the date of this report to address the material weaknesses. However, we
believe that additional time and testing are necessary before concluding that
the material weaknesses have been remediated. There can be no assurance that our
remedial efforts will be effective nor can there be any assurances that the
Company will not incur losses due to internal or external acts intended to
defraud, misappropriate assets, or circumvent applicable law or our system of
internal controls. See "lItem 9A - Controls and Procedures."

<PAGE>
PART 1
Item 1. Business

General. We are a registered bank holding company incorporated in Missouri in
1978 and headquartered in St. Louis, Missouri. We operate through our wholly
owned subsidiary bank holding company, The San Francisco Company, or SFC, and
SFC"s majority-owned subsidiary bank, First Bank, both headquartered in St.
Louis, Missouri. In conjunction with the acquisition of Coast Financial
Holdings, 1Inc., or CFHI, on November 30, 2007, First Bank issued one million
shares of Class B non-voting common stock to CFHI, and thus, First Bank became
96.82% owned by SFC and 3.18% owned by CFHI. First Bank operates through its
subsidiaries, as listed below, and its branch banking offices. First Bank"s
subsidiaries are wholly owned, except for SBLS LLC, which was 76.0% owned by
First Bank and 24.0% owned by First Capital America, Inc. as of December 31,
2007.

>> First Bank Business Capital, Inc.;

>> Missouri Valley Partners, Inc., or MVP;

>> Adrian N. Baker & Company, or Adrian Baker;

>> Universal Premium Acceptance Corporation and its wholly owned
subsidiary, UPAC of California, Inc., or collectively, UPAC; and

>> Small Business Loan Source LLC, or SBLS LLC.

First Bank currently operates 217 branch offices in California, Florida,
Il1linois, Missouri and Texas, with 253 automated teller machines, or ATMs,
across the five states. Over the last ten years, our organization has grown
significantly, primarily as a result of our acquisition strategy, as well as
through internal growth. At December 31, 2007, we had assets of $10.90 billion,
loans, net of unearned discount, of $8.89 billion, deposits of $9.15 billion and
stockholders® equity of $842.1 million.

Through First Bank, we offer a broad range of financial services, including
commercial and personal deposit products, commercial and consumer lending, and
many other financial products and services. Commercial and personal deposit
products include demand, savings, money market and time deposit accounts. In
addition, we market combined basic services for various customer groups,
including packaged accounts for more affluent customers, and sweep accounts,
lock-box deposits and cash management products for commercial customers.
Commercial lending includes commercial, Tfinancial and agricultural loans, real
estate construction and development loans, commercial real estate loans, small
business lending, asset-based loans, trade Tfinancing and insurance premium
financing. Consumer lending includes residential real estate, home equity and
installment lending. Other financial services include mortgage banking, debit

cards, brokerage services, employee benefit and commercial and personal
insurance services, internet banking, remote deposit, ATMs, telephone banking,
safe deposit boxes, and trust, private banking and institutional money

management services. The revenues generated by First Bank and its subsidiaries
consist primarily of interest 1income, generated from our loan and investment
security portfolios, service charges and fees generated from our deposit
products and services, and fees generated by our mortgage banking, insurance,
and trust, private banking and institutional money management business units.
Our extensive line of products and services are offered to customers primarily



within our geographic areas, which include eastern Missouri, Illinois, including
the Chicago metropolitan area, southern and northern California, Houston and
Dallas, Texas, and Florida, including Bradenton and the greater Tampa
metropolitan area. Certain loan products, including small business loans and
insurance premium Ffinancing loans, are available nationwide through our
subsidiaries, SBLS LLC and UPAC.

Primary vresponsibility for managing our banking units rests with the officers
and directors of each unit, but we centralize many of our overall corporate
policies, procedures and administrative functions and provide centralized
operational support functions for our subsidiaries. This practice allows us to
achieve various operating efficiencies while allowing our banking units to focus
on customer service.

Various trusts, established by and administered by and for the benefit of Mr.
James F. Dierberg, our Chairman of the Board, and members of his immediate
family, own all of our voting stock. Mr. Dierberg and his family, therefore,
control our management and policies.

We have formed numerous affiliated Delaware or Connecticut business or statutory
trusts. These trusts operate as financing entities and were created for the sole
purpose of issuing trust preferred securities, and the sole assets of the trusts
are our subordinated debentures. In conjunction with the formation of our
financing entities and their issuance of the trust preferred securities, we
issued subordinated debentures to each of our financing entities in amounts
equivalent to the respective trust preferred securities plus the amount of the
common securities of the individual trusts, as outlined in the following table
and more fully described in Note 12 to our consolidated financial statements. We
pay interest on our subordinated debentures to our respective financing
entities. In turn, our financing entities pay distributions to the holders of
the trust preferred securities. The interest payable on our subordinated
debentures is included in interest expense in our consolidated statements of
income.

<PAGE>

The trust preferred securities issued by First Preferred Capital Trust IV are
publicly held and traded on the New York Stock Exchange, or NYSE. The remaining
trust preferred securities were issued in private placements. The trust
preferred securities have no voting rights except iIn certain limited
circumstances. A summary of the outstanding trust preferred securities issued by
our affiliated statutory and business trusts, and our related subordinated
debentures issued to our respective trusts in conjunction with the trust
preferred securities offerings, is as follows:

<TABLE>
<CAPTION>

Date of Interest

Name of Trust Trust Formation Type of Offering Rate

<S> <C> <C> <C>
First Preferred Capital Trust 1V  January 2003 Publicly Underwritten 8.15%
First Bank Statutory Trust March 2003 Private Placement 8.10%
First Bank Statutory Trust 11 September 2004 Private Placement Variable
Royal Oaks Capital Trust 1 October 2004 Private Placement Variable
First Bank Statutory Trust 111 November 2004 Private Placement Variable
First Bank Statutory Trust 1V February 2006 Private Placement Variable
First Bank Statutory Trust V April 2006 Private Placement Variable
First Bank Statutory Trust VI June 2006 Private Placement Variable
First Bank Statutory Trust VII December 2006 Private Placement Variable
First Bank Statutory Trust VIlI February 2007 Private Placement Variable
First Bank Statutory Trust X August 2007 Private Placement Variable
First Bank Statutory Trust IX September 2007 Private Placement Variable
First Bank Statutory Trust XI September 2007 Private Placement Variable
</TABLE>
Strategy. In the development of our banking franchise, we have focused on

building and reorganizing our iInfrastructure as necessary to accomplish our
objectives for organic growth, and to supplement this growth with de novo and
acquisition strategies to further expand our banking franchise. Our organization
is structured to leverage a strong sales force in each of our major market areas
in an effort to continue to provide quality Ffinancial products and the highest
level of customer service to our expanding customer base. Within the individual
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markets, the sales organization is supported by a regional structure to position
it to serve the market opportunities within each area in the five states in
which we operate. We are committed to serving the small business and mid-sized
commercial segments along with the retail consumer market. We have devoted
significant resources to improving our infrastructure dedicated to rapid
approval, underwriting and documentation of consumer loans, strengthening our
small business services area, Iincreasing our commercial business development
staff, reorganizing our marketing and product management areas, improving the
quality and depth of our regional commercial and consumer management groups, and
increasing resources for financial service product line and delivery systenms,
branch development and training, and administrative and operational support.

In the past three years, we have added two business lines, including an
insurance premium Financing company and an insurance brokerage agency, providing
our customers with new and expanded products and services to complement our

existing line of financial services. 1In line with our small business lending
strategy, we segmented the loan origination and servicing functions and added
new business development officers throughout our markets. Through our

acquisition of CFHI on November 30, 2007, we entered a fifth state, expanding
our banking franchise by 20 branch offices in Florida®s Manatee, Pinellas,
Hillsborough and Pasco counties. Our entrance into Florida should provide
further opportunities for growth and delivery of our full range of Tfinancial
products and services. We further expanded our banking franchise in the Houston
and Dallas markets, as well as in southern California. With the significant
expansion of our Chicago banking franchise over recent years, we have created a
complete regional structure in the Chicago area as well as three additional
commercial banking groups to enable our credit administration, commercial real
estate and commercial and industrial banking groups, branch administration,
credit review, and human resources and training Tfunctions to better serve our
customers and employees. We continue to focus on modifying and effectively
repositioning our internal and external resources to better serve the markets in
which we operate. Although these efforts have led to certain 1increased capital
expenditures and noninterest expenses, we expect they will lead to additional
internal growth, more efficient operations and improved profitability over the
long term, in accordance with our long-term corporate vision.

In the development of our banking franchise, we acquire other entities providing
Ffinancial services as one means of achieving our growth objectives and to
augment internal growth. Acquisitions may serve to enhance our presence in a
given market, to expand the extent of our market area, to enable us to enter new
or noncontiguous markets or to enable us to expand the array of financial
services that we provide. Due to the nature of our ownership, we have elected to
engage only in those acquisitions that can be accomplished for cash, rather than
by issuing securities, which given the characteristics of the acquisition arena
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may, at times, place us at a competitive disadvantage relative to other
acquirers offering stock transactions. This results from the market
attractiveness of other Tfinancial institutions®™ stock and the advantages of
tax-free exchanges to the selling shareholders. Our acquisition activities are
generally somewhat sporadic because we may consummate multiple transactions in a
particular period, followed by a substantially less active acquisition period.
Furthermore, the intangible assets recorded in conjunction with these
acquisitions create an immediate reduction in our regulatory capital, providing
further financial disincentives to paying large premiums in cash acquisitions.

Recognizing these facts, we generally follow certain patterns in our
acquisitions. First, we generally acquire several smaller institutions,
sometimes over an extended period of time, rather than a single larger one. We
attribute this approach to the constraints imposed by the amount of funds
required for a larger transaction, as well as the opportunity to minimize the
aggregate premium required through smaller individual transactions. We may,
however, periodically acquire larger institutions that provide us with the
opportunity to rapidly expand our market presence in a highly desired market
area. Secondly, 1in some acquisitions, we may acquire institutions having
significant asset-quality, ownership, legal, regulatory or other problems. We
seek to address the risks of these issues by adjusting the acquisition pricing,
accompanied by appropriate remedial attention after consummation of the
transaction. In these institutions, these 1issues may diminish their
attractiveness to other potential acquirers, and therefore may reduce the amount
of acquisition premium required. Finally, we may pursue our acquisition strategy
in other geographic areas, or pursue internal growth more aggressively because
cash transactions may not be economically viable in extremely competitive
acquisition markets.



Our acquisitions have allowed us to significantly expand our presence throughout
our geographic markets, improve operational efficiencies, convey a more
consistent image and quality of service and more cohesively market and deliver
our products and services. Following our acquisitions, various undertakings are
necessary to effectively integrate the acquired entities iInto our business
systems and culture. While the specific activities required are dependent upon
the individual circumstances surrounding each acquisition, the majority of our
efforts have been concentrated in various areas including, but not limited to:
(a) improving asset quality; (b) reducing unnecessary, duplicative and/or
excessive expenses including personnel, information technology and certain other
operational and administrative expenses; (c) maintaining, repairing and, in some
cases, refurbishing bank premises necessitated by the deferral of such projects
by some of the acquired entities; (d) renegotiating Ilong-term leases that
provide space in excess of that necessary for banking activities and/or at rates
in excess of current market rates, or subleasing excess space to third parties;
(e) relocating branch offices that are not adequate, conducive or convenient for
banking operations; and (f) managing actual or potential litigation that existed
with respect to acquired entities to minimize the overall costs of negotiation,
settlement or litigation.

The post-acquisition process also includes the combining of separate and
distinct entities together to form a cohesive organization with common
objectives and focus. We have invested and continue to invest significant
resources to reorganize staff, recruit and train personnel where needed, and
establish the direction and focus necessary for the combined entity to take
advantage of the opportunities available to it. This investment generally
contributes to increases in noninterest expense, and results in the creation of
new banking units within the newly integrated combined entity, which convey a
more consistent image and quality of service. The new banking units provide a
broad array of banking products to their customers and generally compete
effectively in their marketplaces, even in the presence of other financial
institutions with much greater resources. While some of these modifications do
not contribute to reductions of noninterest expense, they contribute to the
commercial and retail business development efforts of the combined entity, and
ultimately to their prospects for improving future profitability.

Our business strategy also encompasses the opening of de novo branch offices as
another means of achieving our growth objectives, particularly when our
acquisition prospects are somewhat limited, primarily due to the market
environment requiring significantly higher premiums 1in order to transact
financial institution acquisitions. Our de novo branch strategy also provides
similar opportunities to our acquisition strategy by allowing us to enhance our
presence in our existing markets and enter new markets. Additionally, we
generally have more flexibility in selecting the most opportunistic sites for
our de novo branches, constructing the branch offices in accordance with our
standard business model and marketing and promoting our customized products and
services under our long-established trade name. We opened nine de novo branch
offices over the past three years and have plans underway to open several de
novo branch offices over the next few years. We expect to further concentrate
our efforts on this portion of our business strategy while continuing to
identify viable acquisition candidates at reasonable acquisition premiums that
are commensurate with our established acquisition strategy.

Acquisitions. In the continuing development of our banking franchise, we
emphasize acquiring other financial institutions and financial services
companies as one means of achieving our growth objectives. After we consummate
an acquisition, we expect to enhance the franchise of the acquired entity by
supplementing the marketing and business development efforts to broaden the
customer base, strengthening particular segments of the business or filling
voids in the overall market coverage.
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During the three years ended December 31, 2007, we completed ten bank
acquisitions, Tour branch office purchases, and the acquisition of an insurance
premium Financing company and an insurance brokerage agency. As demonstrated in
the following table, our acquisitions during the past three years have expanded
our banking franchise to a fifth state with our entrance into the Florida
market, significantly increased our banking franchise presence in the dynamic
market areas of Houston, Dallas and southern California, and further augmented
our existing markets in metropolitan Chicago and the Midwest. We funded these
acquisitions from available cash reserves, borrowings under our secured credit
facility and proceeds from the issuance of subordinated debentures.

These transactions, which are further described in Note 2 to our consolidated



financial statements, are summarized as follows:

<TABLE>
<CAPTION>
Loans,
Net of Goodwill
Entity / Total Unearned Investment Purchase and Other
Closing Date Assets Discount  Securities Deposits Price Intangibles

Coast Financial Holdings, Inc.
Bradenton, Florida
<S> <C> <C> <C> <C> <C> <C>
November 30, 2007 $ 660,400 518,000 70,400 628,100 12,100 10,600

Royal Oaks Bancshares, Inc.
Houston, Texas
February 28, 2007 206,900 175,500 4,100 159,100 38,600 27,700

$ 867,300 693,500 74,500 787,200 50,700 38,300

MidAmerica National Bank
Peoria and Bloomington,
Ilinois
Branch Offices (1)
November 10, 2006 $ 158,300 154,100 - 48,200 - 2,400

First Bank of Beverly Hills
Beverly Hills, California
Branch Office (2)
November 3, 2006 157,500 - - 156,100 -- 8,700

TeamCo, Inc.
Oak Lawn, 1llinois
August 31, 2006 67,900 43,100 16,100 60,100 13,900 9,600

San Diego Community Bank
Chula Vista, California
August 15, 2006 91,700 78,600 2,800 76,100 25,500 11,200

Universal Premium Acceptance
Corporation
Lenexa, Kansas
May 31, 2006 152,800 149,200 - -- 52,700 (3) 44,700

First Independent National Bank
Plano, Texas
May 1, 2006 68,200 59,600 800 55,500 19,200 11,800

Pittsfield Community
Bancorp, Inc.
PittsfTield, Illinois (4)
April 28, 2006 17,600 11,100 3,300 12,300 5,100 1,300

Adrian N. Baker & Company
Clayton, Missouri
March 31, 2006 3,000 - - -- 7,400 9,500

Dallas National Bank
Richardson, Texas
Branch Office (5)
January 20, 2006 1,100 100 - 1,100 - -—

First National Bank of Sachse
Sachse, Texas
January 3, 2006 76,200 49,300 14,300 66,200 20,800 12,400

$ 794,300 545,100 37,300 475,600 144,600 111,600




</TABLE>
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<TABLE>

<CAPTION>

Loans,
Net of Goodwill
Entity / Total Unearned Investment Purchase and Other
Closing Date Assets Discount  Securities Deposits Price Intangibles
(dollars expressed in thousands)
2005
Northway State Bank
Grayslake, Illinois

<S> <C> <C> <C> <C> <C> <C>

October 31, 2005 $ 50,400 41,800 - 45,200 10,300 5,400
International Bank

of California

Los Angeles, California

September 30, 2005 151,600 113,500 14,700 132,100 33,700 15,800
Bank and Trust Company

Roodhouse, Illinois

Branch Office (6)

September 23, 2005 5,000 - - 5,100 - 100
FBA Bancorp, Inc.

Chicago, Illinois

April 29, 2005 73,300 54,300 5,400 55,700 10,500 4,500

$ 280,300 209,600 20,100 238,100 54,500 25,800

(1) The Peoria and Bloomington, [I1llinois branch offices of MidAmerica National Bank, or MidAmerice
acquired by First Bank through a purchase of certain assets and assumption of certain liabilities
branch offices. Total assets consisted primarily of loans and fixed assets. Concurrent wit
transaction, First Bank closed and merged one of the former MidAmerica banking offices into an e»
First Bank banking office located in Peoria, Illinois, and, in addition, First Bank closed and mer¢
of its existing banking offices into one of the former MidAmerica banking offices located in F
Il1linois.

(2) The Beverly Hills, California branch office of First Bank of Beverly Hills was acquired by Firs
through a purchase of certain assets and assumption of certain liabilities of the branch office.
assets consisted primarily of cash received upon assumption of the deposit liabilities and certain ¢

(3) In conjunction with the acquisition of UPAC, First Bank repaid in Tfull the outstanding seni
subordinated notes of UPAC, including accumulated accrued and unpaid interest, totaling $125.9 millic

(4) Community Bank operated two banking offices, one in Pittsfield, Illinois and one in Mount Ste
Illinois. On June 16, 2006, First Bank sold the Mount Sterling, Illinois banking office to Bear
Savings, s.b. At the time of the sale, the Mount Sterling banking office had assets of $2.7 million,
net of unearned discount, of $2.4 million, and deposits of $3.7 million. First Bank consolidate
existing banking office in Pittsfield with and into the acquired Pittsfield banking office.

(5) The Richardson, Texas branch office of Dallas National Bank was acquired by First Bank through a pt
of certain assets and assumption of certain liabilities of the branch office. Total assets cor
primarily of cash received upon assumption of the deposit liabilities and certain assets.

(6) The Roodhouse, lllinois branch of Bank and Trust Company was acquired by First Bank through a purct
certain assets and assumption of certain liabilities of the branch office. Total assets consisted pri
of cash received upon assumption of the deposit liabilities.

</TABLE>

For the years ended December 31, 2007, 2006 and 2005, net income was $49.5
million, $106.8 million and $95.3 million, respectively. Additional information
pertaining to our business and results of operations is included in the
information set forth in pages 17 through 52 of Item 7, "Management®"s Discussion
and Analysis of Financial Condition and Results of Operations,”™ and in page 112
of "Note 20 to our consolidated financial statements,” and is iIncorporated
herein by reference. Although we may encounter certain short-term adverse
effects on our operating results associated with acquisitions, we believe the

long-

term benefits of our acquisition program will exceed the short-term issues

encountered with certain acquisitions. Accordingly, in addition to concentrating
on internal growth through continued efforts to further develop our corporate
infrastructure and product and service offerings, we expect to continue to
identify and pursue opportunities for further growth through acquisitions and
expansionary de novo branch activities.



De Novo Branch Offices. During the three years ended December 31, 2007, we
opened the following nine de novo branch offices:

<TABLE>
<CAPTION>
Branch Office Location Date Opened

<S> <C> <C>
Farmington, Missouri January 18, 2005
St. Louis, Missouri January 22, 2007
Katy (Houston), Texas February 26, 2007
Lincoln (Sacramento), California March 12, 2007
Dardenne Prairie (St. Louis), Missouri May 9, 2007
Chula Vista (San Diego), California June 25, 2007
Brentwood (San Francisco), California September 24, 2007
Shadow Creek Ranch (Houston), Texas October 15, 2007
Valencia (Los Angeles), California October 29, 2007

</TABLE>
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Other Corporate Transactions. On July 19, 2007, we completed the sale of two
banking offices located in Denton and Garland, Texas (collectively, Texas Branch
Offices) to Synergy Bank, SSB, a subsidiary of Premier Bancshares, Inc.,
resulting in a pre-tax gain of $1.0 million. At the time of the transaction, the
Texas Branch Offices had loans, net of unearned discount, of $911,000 and
deposits of $52.0 million.

Acquisition and Integration Costs. Certain costs associated with our
acquisitions are accrued as of the respective consummation dates, including
costs that we incur related to salary continuation agreements, or other similar
agreements, of executive management and certain other employees of the acquired
entities that were in place prior to the acquisition dates, and costs relating
to adjustments to the staffing levels of the acquired entities or to the
anticipated termination of information technology or item processing contracts
of the acquired entities prior to their stated contractual expiration dates. A
summary of the cumulative acquisition and integration costs attributable to our
acquisitions, which were accrued as of the consummation dates of the respective
acquisition, are summarized in Note 2 to our consolidated financial statements.
These acquisition and integration costs are reflected in accrued and other
liabilities in our consolidated balance sheets. As the obligation to make
payments under these agreements 1is accrued at the consummation date, such
payments do not have any impact on our consolidated statements of income. We
also incur integration costs associated with our acquisitions that are expensed
in our consolidated statements of income that relate principally to additional
costs incurred in conjunction with the information technology conversions of the
respective entities, as further discussed under 'Management®s Discussion and
Analysis of Financial Condition and Results of Operations --Comparison of
Results of Operations for 2007 and 2006, and --Comparison of Results of
Operations for 2006 and 2005."

Lending Activities. As further discussed under 'Management®"s Discussion and
Analysis of Financial Condition and Results of Operations --Loans and Allowance
for Loan Losses," our business development efforts are primarily focused on the
origination of the following general loan types: commercial, financial and
agricultural loans; real estate construction and Jland development loans;
commercial real estate mortgage loans; and to a lesser extent, residential real
estate mortgage loans. Our lending strategy emphasizes quality, growth and
diversification. Throughout our organization, we employ a common credit
underwriting policy. |In addition to underwriting based on estimates and
projection of financial strength, collateral values and future cash flows, most
loans to borrowing entities other than individuals require the guarantee of the
parent company or entity sponsor, or in the case of smaller entities, the
personal guarantees of the principals. Our enhanced business development
resources continue to assist in the realignment of certain acquired Iloan
portfolios, which were skewed toward loan types that reflected the abilities and
experiences of the management members of the acquired entities. In order to
achieve a more diversified portfolio, to address asset-quality issues in the
portfolios and to achieve a higher interest vyield on our loan portfolio, we
reduced a substantial portion of the loans that were acquired 1in certain
acquisitions through payments, refinancing with other financial institutions,
charge-offs and, in certain instances, sales of loans. As the acquired loan
portfolios decrease, we attempt to replenish them with higher yielding loans
that are internally generated by our business development function. With our



acquisitions, we have expanded our business development function into the newly
acquired market areas. We also continued to grow through internal growth.
Consequently, in spite of relatively large reductions in certain acquired
portfolios, our aggregate loan portfolio, net of unearned discount, has
increased 63.6% from $5.43 billion at December 31, 2002, to $8.89 billion at
December 31, 2007.

Commercial, Financial and Agricultural. Our commercial, financial and
agricultural loan portfolio, including lease financing, was $2.38 billion, or
26.8% of total loans, at December 31, 2007, compared to $1.93 billion, or 25.2%
of total loans, at December 31, 2006. The primary component of commercial,
financial and agricultural loans is commercial [loans, which are made based on
the borrowers®™ general credit strength and ability to generate cash flows for
repayment from income sources. Most of these loans are made on a secured basis,
generally involving the use of company equipment, inventory and/or accounts
receivable, and, from time to time, real estate, as collateral. Regardless of
collateral, substantial emphasis is placed on the borrowers® ability to generate
cash flow sufficient to operate the business and provide coverage of debt
servicing requirements. Commercial loans are frequently renewable annually,
although some terms may be as long as five years. These loans typically require
the borrower to maintain certain operating covenants appropriate for the
specific business, such as profitability, debt service coverage and current
asset and leverage ratios, which are generally reported and monitored on a
quarterly basis and subject to more detailed annual reviews. Commercial loans
are made to customers primarily located in First Bank"s geographic trade areas
of California, Florida, Illinois, Missouri and Texas that are engaged in
manufacturing, retailing, wholesaling and service businesses. This portfolio is
not concentrated in large specific industry segments that are characterized by
sufficient homogeneity that would result in significant concentrations of credit
exposure. Rather, it is a highly diversified portfolio that encompasses many
industry segments. Within both our real estate and commercial lending
portfolios, we strive for the highest degree of diversity that is practicable.
We also emphasize the development of other service relationships, particularly
deposit accounts, with our commercial borrowers.
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Real Estate Construction and Development. Our real estate construction and land
development loan portfolio was $2.14 billion, or 24.1% of total loans, at
December 31, 2007, compared to $1.83 billion, or 23.9% of total loans, at
December 31, 2006. Real estate construction and land development loans include
commitments for construction of both residential and commercial properties.
Commercial real estate projects often require commitments for permanent
financing from other lenders upon completion of the project and, more typically,
may include a short-term amortizing component of the financing from the bank.
Commitments for construction of multi-tenant commercial and retail projects
generally require lease commitments from a substantial primary tenant or tenants
prior to commencement of construction. We typically engage in multi-phase,
multi-tenant projects, as opposed to large vertical projects, that allow us to
complete the projects in phases and limit the number of tenant building starts
based upon successful lease and/or sale of the tenant units. We finance some
projects for borrowers whose home office is located within our trade area but
the particular project may be outside our normal trade area. Although we
generally do not engage in developing commercial and residential construction
lending business outside of our trade area, certain loans acquired in
acquisitions from time to time have been related to projects outside our trade
area. Residential real estate construction and development loans are made based
on the cost of land acquisition and development, as well as the construction of
the residential units. Although we finance the cost of display units and units
held for sale, a substantial portion of the loans for individual residential
units have purchase commitments prior to funding. Residential condominium
projects are funded as the building construction progresses, but funding of unit
Ffinishing is generally based on firm sales contracts.

Commercial Real Estate. Our commercial real estate loan portfolio was $2.43
billion, or 27.4% of total loans, at December 31, 2007, compared to $2.20
billion, or 28.7% of total loans, at December 31, 2006. Commercial real estate
loans include loans for which the intended source of repayment is rental and
other income from the real estate. This includes commercial real estate
developed for lease to third parties as well as the owner®"s occupancy. The
underwriting of owner occupied commercial real estate loans generally follows
the procedures Tfor commercial Ilending described above, except that the
collateral is real estate, and the loan term may be longer. The primary emphasis
in underwriting loans for which the source of repayment is the performance of
the collateral is the projected cash flow from the real estate and its adequacy
to cover the operating costs of the project and the debt service requirements.



Secondary emphasis is placed on the appraised value of the real estate, with the
requirement that the appraised Iliquidation value of the collateral must be
adequate to repay the debt and related interest in the event the cash flow
becomes insufficient to service the debt. Generally, underwriting terms require
the loan principal not to exceed 80% of the appraised value of the collateral
and the loan maturity not to exceed ten years. Commercial real estate loans are
made for commercial office space, retail properties, industrial and warehouse
facilities and recreational properties. We typically only finance commercial
real estate or rental properties that have lease commitments for a majority of
the rentable space.

Residential Real Estate Mortgage. Our residential real estate mortgage loan
portfolio was $1.60 billion, or 18.0% of total loans, at December 31, 2007,
compared to $1.27 billion, or 16.6% of total loans, at December 31, 2006.
Residential real estate mortgage loans are primarily loans secured by
single-family, owner-occupied properties. These loans include both adjustable
rate and fixed rate mortgage loans. Although we typically originate residential
real estate mortgage loans for sale in the secondary mortgage market in the form
of a mortgage-backed security or to various private third-party investors, from
time-to-time, we retain certain residential mortgage loans in our loan portfolio
as directed by management®s business strategies. These strategies are reflected
in the expansion of our one-to-four family residential real estate mortgage
loans, excluding loans held for sale, since 2004, with a home equity product
line campaign in 2004 and our business strategy decision, which began in 2003,
to retain a portion of our new loan production 1in our real estate mortgage
portfolio to provide more diversification within our loan portfolio and to
compensate for continued weak loan demand in other sectors of our loan portfolio
at that time. In addition, in 2005, we began retaining additional mortgage loans
in our residential real estate mortgage portfolio, including 15-year fixed rate,
conforming conventional adjustable rate mortgages and other similar products,
which contributed to an increase in this portion of our loan portfolio and
represented a strategy we employed throughout the first and second quarters of
2006 prior to reverting to our longer-term business strategy of selling the
majority of our mortgage loan production in the secondary mortgage market.

Throughout 2007, we experienced deterioration in our residential real estate
mortgage portfolio, primarily in our sub-prime portfolio (loans that carry a
higher interest rate to compensate for increased credit risk). Our involvement
in the sub-prime market was limited to the origination and subsequent sale of
these loans in the secondary market, and historically represented approximately
40% of our mortgage banking loan origination and sale volumes. Our residential
real estate mortgage loans included approximately $54.8 million of sub-prime
mortgage loans, representing approximately 0.6% of our total loan portfolio, at
December 31, 2007, of which approximately $6.6 million were deemed
nonperforming. During the Tfirst quarter of 2007, we discontinued loan
originations of this product following a decline in bid prices and in market
liquidity for these loan products. We expect the declining market conditions
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associated with our one-to-four Tfamily vresidential mortgage loan portfolio to
continue in the near term and we are aggressively addressing the risk in our
portfolio through 1loan sales and other means as further discussed under
""Management®s Discussion and Analysis of Financial Condition and Results of
Operations --Loans and Allowance for Loan Losses."

Nonperforming Loans. Our nonperforming loans were $202.2 million, $48.7 million
and $97.2 million at December 31, 2007, 2006 and 2005, respectively,
representing 2.28%, 0.64% and 1.38%, respectively, of total loans. The level of
nonperforming loans at December 31, 2007 is significantly higher than our
historical averages primarily due to an increase in nonperforming Jloans in our
Northern California real estate portfolio to $99.2 million at December 31, 2007
from $7.9 million at December 31, 2006; the CFHI acquisition, which added
nonperforming loans of $45.1 million; and an increase in nonperforming loans
within our one-to-four family residential mortgage loan portfolio, as further
discussed under "Management®s Discussion and Analysis of Financial Condition and
Results of Operations --Loans and Allowance for Loan Losses."

Market Areas. As of December 31, 2007, First Bank®"s 217 banking facilities were
located in California, Florida, Illinois, Missouri and Texas. First Bank
operates in the St. Louis metropolitan area, in eastern Missouri and throughout
Il1linois, including Chicago. First Bank also operates in southern California,
including San Diego and the greater Los Angeles metropolitan area, including
Ventura County, Riverside County and Orange County; in Santa Barbara County; in
northern California, including the greater San Francisco, San Jose and



Sacramento metropolitan areas; iIn Texas in the Houston and Dallas metropolitan
areas, and in Florida, including Bradenton and the greater Tampa metropolitan
area. Our larger networks of branch offices are located in high growth markets,
specifically the Los Angeles, San Francisco, Chicago and Tampa metropolitan
areas.

The following table lists the geographic market areas in which First Bank
operates, total deposits, deposits as a percentage of total deposits and the
number of locations as of December 31, 2007:

<TABLE>
<CAPTION>
Total
Deposits
Geographic Area (in millions)

<S> <C>
Southern California. - - . o o o e e e e e e e e e e e e e e e e $ 2,172.9
Northern Il1l1inois (including Chicago metropolitan area).............. 1,572.0
St. Louis, Missouri metropolitan area...... ... ... i aaeaaann- 1,542.3
Northern California. .. ..o e e e e e e e e e e e e e e e e e e e e eeeaeaann 1,111.5
Central and southern IHIINOIS. . ... i a e e e eannn 1,082.3
IS0 L 640.4
[ 0 o o = 614.9
Missouri (excluding the St. Louis metropolitan area)..... ... .. ... .... 412 .9

Total depoSitS. ... oot e d e e e e $ 9,149.2
</TABLE>

Competition and Branch Banking. The activities In which First Bank engages are
highly competitive. Those activities and the geographic markets served primarily
involve competition with other banks, some of which are affiliated with large
regional or national holding companies, and other financial services companies.
Financial institutions compete based upon interest rates offered on deposit
accounts and other credit and service charges, the types of products and quality
of services rendered, the convenience of branch Tfacilities, interest rates
charged on loans and, in the case of loans to large commercial borrowers,
relative lending limits.

Our principal competitors include other commercial banks, savings banks, savings
and loan associations, mutual funds, finance companies, iIncluding insurance
premium financing companies, trust companies, Insurance brokerage companies,
credit unions, mortgage companies, leasing companies, private issuers of debt
obligations and suppliers of other investment alternatives, such as securities
Ffirms and financial holding companies. Many of our non-bank competitors are not
subject to the same degree of regulation as that imposed on bank holding
companies, Tederally insured banks and national or state chartered banks. As a
result, such non-bank competitors have advantages over us in providing certain
services. We also compete with major multi-bank holding companies, which are
significantly larger than us and have greater access to capital and other
resources.

We believe we will also continue to face competition in the acquisition of
independent banks, savings banks, branch offices and other financial companies.
We often compete with larger Tfinancial institutions that have substantially
greater resources available for making acquisitions.
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Subject to regulatory approval, commercial banks operating in California,
Florida, I1llinois, Missouri and Texas are permitted to establish branches
throughout their respective states, thereby creating the potential for
additional competition in our service areas.

Supervision and Regulation

General. Along with First Bank, we are extensively regulated by federal and
state laws and regulations which are designed to protect depositors of First
Bank and the safety and soundness of the U.S. banking system, not our
stockholders. To the extent this discussion refers to statutory or regulatory
provisions, it is not intended to summarize all such provisions and is qualified
in its entirety by reference to the relevant statutory and regulatory
provisions. Changes in applicable laws, regulations or regulatory policies may

Deposits
as a Percentage
of Total Deposits |



have a material effect on our business and prospects. We are unable to predict
the nature or extent of the effects on our business and earnings that new
federal and state legislation or regulation may have. The enactment of the
legislation described below has significantly affected the banking industry
generally and is likely to have ongoing effects on First Bank and us in the
future.

As a registered bank holding company under the Bank Holding Company Act of 1956,
as amended, we are subject to regulation and supervision of the Board of
Governors of the Federal Reserve System, or Federal Reserve. We file annual
reports with the Federal Reserve and provide to the Federal Reserve additional
information as it may require.

Since First Bank is an institution chartered by the State of Missouri and a
member of the Federal Reserve, both the State of Missouri Division of Finance
and the Federal Reserve supervise, regulate and examine First Bank. First Bank
is also regulated by the Federal Deposit Insurance Corporation, or FDIC, which
provides deposit insurance of up to $100,000 for each insured depositor.

Bank Holding Company Regulation. The activities of bank holding companies are
generally limited to the business of banking, managing or controlling banks, and
other activities that the Federal Reserve has determined to be so closely
related to banking or managing or controlling banks as to the proper incident
thereto. In addition, under the Gramm-Leach-Bliley Act, or GLB Act, which was
enacted in November 1999 and is further discussed below, a bank holding company,
whose control depository institutions are "well-capitalized” and "well-managed"
(as defined in Federal Banking Regulations), and which obtains '"satisfactory"
Community Reinvestment Act (discussed briefly below) ratings, may declare itself
to be a "financial holding company' and engage in a broader range of activities.
As of this date, we are not a "financial holding company."

We are also subject to capital requirements applied on a consolidated basis,
which are substantially similar to those required of First Bank (briefly
summarized below). The Bank Holding Company Act also requires a bank holding
company to obtain approval from the Federal Reserve before:

>> acquiring, directly or indirectly, ownership or control of any voting
shares of another bank or bank holding company if, after such
acquisition, it would own or control more than 5% of such shares
(unless it already owns or controls a majority of such shares);

>> acquiring all or substantially all of the assets of another bank or
bank holding company; or

>> merging or consolidating with another bank holding company.

The Federal Reserve will not approve any acquisition, merger or consolidation
that would have a substantially anti-competitive result, unless the
anti-competitive effects of the proposed transaction are clearly outweighed by a
greater public interest in meeting the convenience and needs of the community to
be served. The Federal Reserve also considers capital adequacy and other
financial and managerial factors in reviewing acquisitions and mergers.

Safety and Soundness and Similar Regulations. We are subject to various
regulations and regulatory policies directed at the financial soundness of First
Bank. These include, but are not limited to, the Federal Reserve®s source of
strength policy, which obligates a bank holding company such as us to provide
financial and managerial strength to its subsidiary banks; restrictions on the
nature and size of certain affiliate transactions between a bank holding company
and its subsidiary depository institutions and restrictions on extensions of
credit by its subsidiary banks to executive officers, directors, principal
stockholders and the related interests of such persons.

<PAGE>

Regulatory Capital Standards. The federal bank regulatory agencies have adopted
substantially similar risk-based and leverage capital guidelines for banking
organizations. Risk-based capital ratios are determined by classifying assets
and specified off-balance sheet obligations and financial instruments into
weighted categories, with higher levels of capital being required for categories
deemed to represent greater risk. Federal Reserve policy also provides that
banking organizations generally, and particularly those that are experiencing
internal growth or actively making acquisitions, are expected to maintain
capital positions that are substantially above the minimum supervisory levels,
without significant reliance on intangible assets.



Under the risk-based capital standard, the minimum consolidated ratio of total
capital to risk-adjusted assets required for bank holding companies is 8% and
the minimum consolidated ratio of Tier 1 capital (as described below) to
risk-adjusted assets required for bank holding companies is 4%. At least
one-half of the total capital must be composed of common equity, retained
earnings, qualifying noncumulative perpetual preferred stock, a limited amount
of qualifying cumulative perpetual preferred stock and minority interests in the
equity accounts of consolidated subsidiaries, less certain items such as
goodwill and certain other intangible assets, which amount is referred to as
“"Tier I capital.” The remainder may consist of qualifying hybrid capital
instruments, perpetual debt, mandatory convertible debt securities, a limited
amount of subordinated debt, preferred stock that does not qualify as Tier I
capital and a limited amount of loan and lease loss reserves, which amount,
together with Tier 1 capital, is referred to as "Total Risk-Based Capital."

In addition to the risk-based standard, we are subject to minimum requirements
with respect to the ratio of our Tier | capital to our average assets less
goodwill and certain other intangible assets, or the Leverage Ratio. Applicable
requirements provide Tfor a minimum Leverage Ratio of 3% for bank holding
companies that have the highest supervisory rating, while all other bank holding
companies must maintain a minimum Leverage Ratio of at least 4% to 5%. The
Office of the Comptroller of the Currency and the FDIC have established capital
requirements for banks under their respective jurisdictions that are consistent
with those imposed by the Federal Reserve on bank holding companies.

Information regarding our capital levels and First Bank"s capital levels under
the federal capital requirements is contained in Note 21 to our consolidated
financial statements appearing elsewhere in this report. As further described in
Note 21 to our consolidated financial statements, on March 1, 2005, the Federal
Reserve adopted a final rule, Risk-Based Capital Standards: Trust Preferred
Securities and the Definition of Capital, which allows for the continued
inclusion, on a limited basis, of trust preferred securities in Tier 1 capital.
Under the final rule, trust preferred securities and other restricted core
capital elements will be subject to stricter quantitative limits. The Federal
Reserve"s final rule limits restricted core capital elements to 25% of the sum
of all core capital elements, including restricted core capital elements, net of
goodwill less any associated deferred tax liability.

Prompt Corrective Action. The FDIC Improvement Act requires the federal bank
regulatory agencies to take prompt corrective action in respect to depository
institutions that do not meet minimum capital requirements. A depository
institution®s status under the prompt corrective action provisions depends upon
how its capital levels compare to various relevant capital measures and other
factors as established by regulation.

The federal regulatory agencies have adopted regulations establishing relevant
capital measures and relevant capital levels. Under the regulations, a bank will
be:

>> "well capitalized” if it has a total risk-based capital ratio of 10%
or greater, a Tier | capital ratio of 6% or greater and a Leverage
Ratio of 5% or greater and is not subject to any order or written
directive by any such regulatory authority to meet and maintain a
specific capital level for any capital measure;

>> "adequately capitalized” if it has a total risk-based capital ratio of
8% or greater, a Tier 1 capital ratio of 4% or greater and a Leverage
Ratio of 4% or greater (3% in certain circumstances);

>> "undercapitalized” 1if it has a total risk-based capital ratio of less
than 8%, a Tier 1 capital ratio of less than 4% or a Leverage Ratio of
less than 4% (3% in certain circumstances);

>> "significantly undercapitalized” if it has a total risk-based capital
ratio of less than 6%, a Tier I capital ratio of less than 3% or a
Leverage Ratio of less than 3%; and

>> “"critically undercapitalized” if its tangible equity is equal to or
less than 2% of its average quarterly tangible assets.
<PAGE>
Under certain circumstances, a depository institution®s primary federal

regulatory agency may use its authority to lower the institution®s capital
category. The banking agencies are permitted to establish individual minimum
capital requirements exceeding the general requirements described above.



Generally, failing to maintain the status of "well capitalized” or "adequately
capitalized” subjects a bank to restrictions and limitations on iIts business
that become progressively more severe as the capital levels decrease.

A bank is prohibited from making any capital distribution (including payment of
a dividend) or paying any management fee to its holding company if the bank
would thereafter be "undercapitalized.' Limitations exist for "undercapitalized"”
depository institutions regarding, among other things, asset growth,
acquisitions, branching, new lines of business, acceptance of brokered deposits
and borrowings Tfrom the Federal Reserve System. These institutions are also
required to submit a capital restoration plan that includes a guarantee from the
institution®s holding company. "Significantly undercapitalized" depository
institutions may be subject to a number of requirements and restrictions,
including orders to sell sufficient voting stock to become "adequately
capitalized,” requirements to reduce total assets and cessation of receipt of
deposits from correspondent banks. The appointment of a receiver or conservator
may be required for “critically undercapitalized" institutions.

Dividends. Our primary source of funds in the future is the dividends, if any,
paid by First Bank. The ability of First Bank to pay dividends is limited by
federal laws, by regulations promulgated by the bank regulatory agencies and by
principles of prudent bank management. Under the most restrictive of these
requirements, the future payment of dividends from First Bank is limited to
approximately $103.0 million at December 31, 2007, unless prior permission of
the regulatory authorities is obtained.

Customer Protection. First Bank is also subject to consumer laws and regulations
intended to protect consumers in transactions with depository institutions, as
well as other laws or regulations affecting customers of financial institutions
generally. These laws and regulations mandate various disclosure requirements
and substantively regulate the manner in which financial institutions must deal
with their customers. First Bank must comply with numerous regulations in this
regard and is subject to periodic examinations with respect to its compliance
with the requirements.

Community Reinvestment Act. The Community Reinvestment Act of 1977 requires
that, in connection with examinations of financial institutions within their
jurisdiction, the Tfederal banking regulators evaluate the record of the
Ffinancial institutions iIn meeting the credit needs of their local communities,
including low and moderate 1income neighborhoods, consistent with the safe and
sound operation of those Tfinancial institutions. These factors are also
considered in evaluating mergers, acquisitions and other applications to expand.

The Gramm-Leach-Bliley Act. The GLB Act, enacted in 1999, amended and repealed
portions of the Glass-Steagall Act and other federal Ulaws restricting the
ability of bank holding companies, securities firms and insurance companies to
affiliate with each other and to enter new lines of business. The GLB Act
established a comprehensive framework to permit financial companies to expand
their activities, including through such affiliations, and to modify the federal
regulatory structure governing some financial services activities. This
authority of financial firms to broaden the types of financial services offered
to customers and to affiliates with other types of financial services companies
may lead to further consolidation in the financial services industry. However,
it may lead to additional competition in the markets 1in which we operate by
allowing new entrants into various segments of those markets that are not the
traditional competitors in those segments. Furthermore, the authority granted by
the GLB Act may encourage the growth of larger competitors.

The GLB Act also adopted consumer privacy safeguards requiring Tfinancial
services providers to disclose their policies regarding the privacy of customer
information to their customers and, subject to some exceptions, allowing
customers to "opt out"™ of policies permitting such companies to disclose
confidential financial information to non-affiliated third parties.

The Sarbanes-Oxley Act. In July 2002, the Sarbanes-Oxley Act of 2002, or
Sarbanes-Oxley, was enacted. Sarbanes-Oxley imposes a myriad of corporate
governance and accounting measures designed to increase corporate
responsibility, to provide for enhanced penalties for accounting and auditing
improprieties at publicly traded companies, and to protect investors by
improving the accuracy and reliability of disclosures under securities laws. All
public companies that file periodic reports with the United States Securities
and Exchange Commission, or SEC, are affected by Sarbanes-Oxley.
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Sarbanes-Oxley  addresses, among other matters: (i) the creation of an



independent accounting oversight board to oversee the audit of public companies
and auditors who perform such audits; (ii) auditor independence provisions which
restrict non-audit services that independent accountants may provide to their
audit clients; (iii) additional corporate governance and responsibility measures
which require the chief executive officer and chief financial officer to certify
financial statements, to forfeit salary and bonuses in certain situations, and
protect whistleblowers and informants; (iv) expansion of the audit committee”s
authority and responsibility by requiring that the audit committee have direct
control of the outside auditor, be able to hire and fire the auditor, and
approve all non-audit services; (v) requirements that audit committee members be
independent; (vi) disclosure of a code of ethics; and (vii) enhanced penalties
for fraud and other violations. The provisions of Sarbanes-Oxley also require
that management assess the effectiveness of internal control over financial
reporting and that the independent auditor issue an attestation report on
management™s report on internal control over financial reporting. As we are a
non-accelerated Tiler and the provisions of Sarbanes-Oxley became effective for
us as of December 31, 2007, management®s report on internal control over
Ffinancial reporting was not subject to attestation by the Company®s Independent
Registered Public Accounting Firm as of December 31, 2007 pursuant to temporary
rules of the SEC that permit the Company to provide only management®s report in
this annual report, as further discussed under "Iltem 9A -- Controls and
Procedures."

The USA Patriot Act. The Patriot Act was enacted in October 2001 in response to
the terrorist attacks in New York, Pennsylvania and Washington, D.C. that
occurred on September 11, 2001. The Patriot Act is intended to strengthen the
ability of U.S. law enforcement agencies and the intelligence communities to
work cohesively to combat terrorism on a variety of fronts. The potential impact
of the Patriot Act on financial institutions of all kinds is significant and
wide ranging. The Patriot Act contains sweeping anti-money laundering and
Ffinancial transparency laws and imposes various regulations, including standards
for verifying client identification at account opening, and rules to promote
cooperation among TFinancial institutions, regulators and law enforcement
entities in 1identifying parties that may be involved 1in terrorism or money
laundering. The Patriot Act is expected to increase the administrative costs and
burden of doing business for financial institutions; however, while we cannot
predict the full impact of such an increase, we do not expect it to differ from
that of other financial institutions.

Reserve Requirements; Federal Reserve System and Federal Home Loan Bank System.
The Federal Reserve requires all depository institutions to maintain reserves
against their transaction accounts and non-personal time deposits. The balances
maintained to meet the reserve requirements imposed by the Federal Reserve may
be used to satisfy liquidity requirements. Institutions are authorized to borrow
from the Federal Reserve Bank discount window, but Federal Reserve regulations
require institutions to exhaust other reasonable alternative sources of funds,
including advances from Federal Home Loan Banks, before borrowing from the
Federal Reserve Bank.

First Bank is a member of the Federal Reserve System and the Federal Home Loan
Bank System. As a member, First Bank is required to hold investments in those
systems. First Bank was in compliance with these requirements at December 31,
2007, with investments of $26.3 million in stock of the Federal Reserve Bank of
St. Louis and $13.3 million in stock of the Federal Home Loan Bank of Des
Moines. First Bank also holds an investment of $794,000 in stock of the Federal
Home Loan Bank of San Francisco and $201,000 in stock of the Federal Home Loan
Bank of Dallas, as a nonmember, to collateralize certain Federal Home Loan Bank,
or FHLB, advances assumed in conjunction with certain acquisition transactions.

Monetary Policy and Economic Control. The commercial banking business is
affected by legislation, regulatory policies and general economic conditions as
well as the monetary policies of the Federal Reserve. The instruments of
monetary policy available to the Federal Reserve include the following: (i)
changes in the discount rate on member bank borrowings and the targeted federal
funds rate; (ii) the availability of credit at the discount window; (iii) open
market operations; (iv) the imposition of changes in reserve requirements
against deposits of domestic banks; (v) the imposition of changes in reserve
requirements against deposits and assets of foreign branches; and (vi) the
imposition of and changes in reserve requirements against certain borrowings by
banks and their affiliates.

These monetary policies are used in varying combinations to influence overall
growth and distributions of bank loans, iInvestments and deposits, and this use
may affect interest rates charged on loans or paid on liabilities. The monetary
policies of the Federal Reserve have had a significant effect on the operating



results of commercial banks and are
policies are influenced by various factors,
and short-term and long-term changes in the
the fiscal policies of the U.S. Government.
changes in monetary policy or in the discount

including

Employees

international

expected to do so in the future.
unemployment,
trade balance and
We cannot predict the effect that

rate on member bank borrowings
will have on our future business and earnings or those of First Bank.

inflation,

As of March 26, 2008, we employed approximately 2,525 employees.

employees are subject to a collective bargaining agreement.

relationships with our employees to be good.
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Item 6. Selected Financial Data

The selected consolidated financial

Such

in

None of the
We consider our

data set forth below are derived from our

consolidated financial statements. This information is qualified by reference to

our consolidated financial
information should be read
statements,

in

statements appearing elsewhere in this report. This
conjunction with such consolidated financial
the related notes thereto and ""Management®s Discussion and Analysis

of Financial Condition and Results of Operations." Certain selected consolidated
Ffinancial data has been restated to reflect adjustments described in Note 1 to

our consolidated financial statements included

1.

<TABLE>
<CAPTION>

Income Statement Data:

<S>
Interest INCOME. - ... i e i eaae e e e
Interest expense. . .. ...t i e
Net Interest INCOMe. ... ... .o e e e e
Provision for loan losses. .. ... ...
Net interest income after provision for
loan 10SSes. .. ... e
Noninterest INCOME. - . ... i a it e e e e e aaa e
Noninterest eXpPensSe . .. .o
Income before provision for income taxes
and minority interest in income (loss)
of subsidiary. ... . e
Provision for income taxXesS. ... ... ecaeaacaacaanna-
Income before minority interest in income
(loss) of subsidiary. ... ..o in i i e e aaan
Minority interest in income (loss) of subsidiary...
NEet INCOME. - i i i e e i e e e e e dcccecceaaeaann
Dividends:

Preferred stoCK. . .. oo s e e e e e e e e eeeeaeaenn
(07011111707 o IE=Y (o o
Ratio of total dividends declared to net income....

Per Share Data:
Earnings per common share:
BaASHEC. - o e
Diluted. .. i aaaaaa-
Weighted average shares of common stock
Lo T8 oS3 7= T o 1 o T P

in Item 15 of this Amendment No.

As of or For the Year Ended December 31,

2007

2006

2005

2004

(Restated) (Restated) (Restated) (Restated)

(dollars expressed in thousands, except share and

<C> <C> <C> <C>
$ 697,556 642,435 490,844 394,782
316,722 265,089 169,439 93,466
380,834 377,346 321,405 301,316
65,056 12,000 (4,000) 25,750
315,778 365,346 325,405 275,566
83,187 108,321 94,316 85,203
344,352 315,565 274,235 233,218
54,613 158,102 145,486 127,551
5,075 51,872 51,464 45,064
49,538 106,230 94,022 82,487
78 (587) (1,287) -
$ 49,460 106,817 95,309 82,487
$ 786 786 786 786

1.59% 0.74% 0.82% 0.95%

$ 2,057.14 4,481.23 3,994.88 3,453.01
2,055.42 4,426.83 3,939.79 3,402.23
23,661 23,661 23,661 23,661



Balance Sheet Data:

Investment secUritiesS. . ... e e e e e e e eeeeea s $ 1,019,271 1,464,946 1,340,783 1,813,349
Loans, net of unearned discount......... ... ....... 8,886,184 7,671,768 7,025,587 6,141,688
Total asSetS. ... oo i i e e e e e ee e aaaeaaaaaan 10,902,470 10,162,803 9,173,678 8,735,130
Total depositS. .. .ot e e e e e e e 9,149,193 8,443,086 7,541,831 7,151,970
Other bOrrowiINgS. - ... e e e et 409,616 398,639 558,184 611,401
Notes payable. ... . .. i e a e 39,000 65,000 100,000 15,000
Subordinated debentures. .. ... . oo e e 353,752 297,369 212,345 269,440
Common stockholders™ equity......... .o oaianan.. 829,014 769,707 653,087 576,639
Total stockholders®™ equity........ ... ... . ... .... 842,077 782,770 666,150 589,702

Earnings Ratios:

Return on average assets. ... ... .. ... oo-.- 0.48% 1.11% 1.08% 1.09%
Return on average stockholders™ equity............. 6.11 15.04 15.28 14.75
Net interest margin (2) ... on i e i ie e e iea e 4.04 4.28 3.96 4.38
Efficiency ratio (3).--occi i e e ee e aaaa s 74.21 64.98 65.97 60.34
Tangible efficiency ratio (3) ... ... 71.53 63.29 64.80 59.58
Asset Quality Ratios:
Allowance for loan losses to loans. ... ............ 1.89% 1.90 1.93 2.45
Nonperforming loans to loans (4). ... ... 2.28 0.64 1.38 1.40
Allowance for loan losses to nonperforming
10ans (4) - - e 83.27 299.05 139.23 175.65
Nonperforming assets to loans and other
real estate (5) ... 2.40 0.72 1.41 1.46
Net loan charge-offs to average loans.............. 0.70 0.09 0.21 0.45
<PAGE>
Capital Ratios:
Average total stockholders®™ equity to average
total assets. ... ... .o 7.83 7.39 7.08 7.41
Total risk-based capital ratio... ... ... __.._._._...... 9.84 10.04 9.97 10.45
Leverage ratio. .. ..o ie e i e e e e e 7.99 7.89 7.98 7.70

(1) The comparability of the selected data presented is affected by the acquisitions of 13 banks, an insur
agency, an insurance premium financing company, a loan origination business and five branch offices du
year period ended December 31, 2007. The selected data includes the financial position and results ol
each acquired entity only for the periods subsequent to its respective date of acquisition.

(2) Net interest margin is the ratio of net interest income (expressed on a tax-equivalent basis) to ave
earning assets.

(3) Efficiency ratio is the ratio of noninterest expense to the sum of net interest income and nonir
Tangible efficiency ratio is the ratio of noninterest expense (excluding amortization of intangible as
sum of net interest income and noninterest income.

(4) Nonperforming loans consist of nonaccrual loans and certain loans with restructured terms.

(5) Nonperforming assets consist of nonperforming loans and other real estate.

</TABLE>

<PAGE>

Item 7. Management®s Discussion and Analysis of Financial Condition and
Results of Operations

The following presents management®s discussion and analysis of our financial
condition and results of operations as of the dates and for the periods
indicated. This discussion should be read in conjunction with our "Selected
Financial Data,'" our consolidated financial statements and the related notes
thereto, and the other financial data appearing elsewhere in this report. This
discussion set forth in Management®s Discussion and Analysis of Financial
Condition and Results of Operations contains Tforward-looking statements with
respect to our financial condition, results of operations and business. These
forward-looking statements are subject to certain risks and uncertainties, not
all of which can be predicted or anticipated. Various Tfactors may cause our
actual results to differ materially from those contemplated by the
forward-looking statements herein. We do not have a duty to and will not update
these forward-looking statements. Readers of our Annual Report on Form 10-K
should therefore consider these risks and uncertainties iIn evaluating
forward-looking statements and  should not place undue reliance on
forward-looking statements. See "Special Note Regarding Forward-Looking
Statements™ appearing at the beginning of this report and "ltem 1A - Risk
Factors," appearing elsewhere in this report.

The Audit Committee, with the assistance of legal counsel and other third



parties, commissioned an 1iInvestigation into the circumstances and possible
irregularities that led to the improper recording of the Transactions 1In our
consolidated financial statements, as previously described in the "Explanatory
Note - 2007 Restatement'" appearing elsewhere in this report. The investigation
was completed on July 29, 2008. On May 16, 2008, management and the Audit
Committee determined that we must restate our previously 1issued consolidated
Ffinancial statements as of December 31, 2007 and 2006 and for the years ended
December 31, 2007, 2006 and 2005, and restate certain financial information as
of December 31, 2005, 2004 and 2003 and for the years ended December 31, 2004
and 2003 and each of the quarters in 2007 and 2006, and that our previously
issued consolidated financial statements should no longer be relied upon.

Accordingly, we have restated our previously issued consolidated Tfinancial
statements and financial information presented in this Amendment No. 1 for those
periods. We have not amended our previously filed Annual Reports on Form 10-K or
Quarterly Reports on Form 10-Q for the periods affected by this restatement. The
discussion of financial information related to fiscal years prior to 2007 has
been restated as set forth in this Amendment No. 1 as more fully described in
Note 1 to our consolidated financial statements. Restated amounts in the tables
have been identified as "restated" throughout this Amendment No. 1.

RESULTS OF OPERATIONS
Overview

Net income was $49.5 million, $106.8 million and $95.3 million for the years
ended December 31, 2007, 2006 and 2005, respectively. Our return on average
assets and our return on average stockholders®™ equity were 0.48% and 6.11%,
respectively, Tfor the year ended December 31, 2007, compared to 1.11% and
15.04%, respectively, for 2006, and 1.08% and 15.28%, respectively, for 2005.
Our earnings levels reflect the following:

>> a provision for loan losses of $65.1 million for the year ended
December 31, 2007, compared to $12.0 million in 2006 and a negative
provision for loan losses of $4.0 million in 2005;

>> net interest income of $380.8 million for the year ended December 31,
2007, compared to $377.3 million in 2006 and $321.4 million in 2005,
which contributed to a decline in our net interest margin to 4.04%
for the year ended December 31, 2007, compared to 4.28% in 2006 and
3.96% in 2005;

>> a loss on loans sold and held for sale of $4.6 million for the year
ended December 31, 2007, compared to gains of $21.4 million in 2006
and $19.0 million in 2005;

>> noninterest expense of $344.4 million for the year ended December 31,
2007, compared to $315.6 million in 2006 and $274.2 million in 2005;
and

>> a provision for 1income taxes of $5.1 million for the year ended
December 31, 2007, compared to $51.9 million in 2006 and $51.5 million
in 2005.

The increase in the provision for loan losses in 2007 was primarily driven by
increased net loan charge-offs and a decline in asset quality related to our
one-to-four family residential mortgage and real estate construction and
development loan portfolios, as further discussed under "--Provision for Loan
Losses."

The declines in our net interest income and our net interest margin in 2007
primarily resulted from an increase in higher priced deposit accounts and
pressures on loan yields as a result of competitive conditions within our
markets, as further discussed under '""--Net Interest Income."

The decrease in gain on loans sold and held for sale in 2007 primarily resulted
from a decrease in the volume of loans originated and sold in addition to losses
of $11.4 million in 2007 related to repurchase obligations on mortgage loans
sold with recourse. The decrease in volume is primarily attributable to the
discontinuation of the origination and subsequent sale of sub-prime loans in
February of 2007, as well as overall market disruption, as further discussed
under ""--Noninterest Income."

The overall increase in the level of noninterest expense for 2007 reflects
increased salaries and employee benefits expense, occupancy and furniture and



equipment expenses and amortization of intangible assets, commensurate with the
significant expansion of our branch office network resulting from our
acquisitions of an insurance premium TFfinancing company and an insurance
brokerage agency in 2006, the addition of 38 branch offices associated with
acquisitions in 2006 and 2007 and the opening of eight de novo branch offices
during 2007, 1in addition to certain other nonrecurring expenses incurred in
2007, primarily related to profit improvement IiInitiatives and other items, as
further discussed under ""--Noninterest Expense."

Our earnings in 2006 were driven by a 17.4% increase in net interest income and
a 14.8% 1increase in noninterest income. Our average Iinterest-earning assets
increased 8.7% and, coupled with higher prevailing interest rates, contributed
to a $55.9 million increase in net interest income and improvement in our net
interest margin, which increased 32 basis points to 4.28% for 2006, from 3.96%
for 2005. Noninterest income increased to $108.3 million in 2006, from $94.3
million in 2005. The increases in net interest income and noninterest income
were partially offset by an increase in our provision for loan losses and higher
levels of noninterest expense. Noninterest expense increased 15.1% to $315.6
million 1in 2006, from $274.2 million in 2005. The 1increased expenses are
commensurate with significant expansion of our branch office network and
employee base in several key markets resulting from our acquisitions of other
financial institutions 1in 2005 and 2006, and the acquisition of an insurance
premium Ffinancing company and an insurance brokerage agency in 2006. Our
aggressive and diligent efforts to improve asset quality resulted in a 44.4%
reduction in nonperforming assets during 2006.

Financial Condition and Average Balances

Our average total assets were $10.34 billion for the year ended December 31,
2007, compared to $9.61 billion and $8.81 billion for the years ended December
31, 2006 and 2005, respectively, reflecting increases of $727.8 million and
$797.7 million, vrespectively. Our total assets increased to $10.90 billion at
December 31, 2007, compared to $10.16 billion and $9.17 billion at December 31,
2006 and 2005, respectively, representing increases of $739.7 million and $989.1
million, respectively. We attribute the increase in our total assets in 2007 and
2006 to a combination of organic growth and growth through acquisitions in our
target markets completed during the past three years, including our acquisition
of CFHI in late 2007 which expanded our banking franchise to the Florida market,
and the acquisition of two financial service companies, an insurance premium
financing company and an insurance brokerage company, thereby providing our
business with new opportunities, and expanding the broad array of products and
services available to our customers. Our acquisitions completed in 2005, 2006
and 2007 provided total assets at the time of the transactions of $280.3
million, $794.3 million and $867.3 million, in aggregate, respectively, as well
as the related intangible assets associated with these transactions.

Our interest-earning assets averaged $9.47 billion for the year ended December
31, 2007, compared to $8.86 billion and $8.15 billion for the years ended
December 31, 2006 and 2005, respectively, while our interest-bearing liabilities
averaged $8.18 billion for the year ended December 31, 2007, compared to $7.52
billion and $6.83 billion for the years ended December 31, 2006 and 2005,
respectively. Funds available from increased average deposits of $648.8 million
were primarily used to fund an increase in average loans of $597.5 million in
2007. During 2006, we used funds from the growth of average deposits of $809.9
million and maturities of investment securities to fund internal loan growth and
to reinvest in higher-yielding investment securities in 2006. Our average other
borrowings declined $12.8 million and $187.3 million during 2007 and 2006,
respectively, as a result of a net reduction of certain term repurchase
agreements utilized 1in conjunction with our interest rate risk management

program, as further described below. We issued additional subordinated
debentures in 2006 and 2007, as further described below, which we primarily used
to fund our bank acquisitions and to refinance existing, higher-cost

subordinated debentures in December 2006 and April 2007 on their optional call
dates, as further described below.

Average loans, net of unearned discount, were $8.07 billion, $7.47 billion and
$6.44 billion for the years ended December 31, 2007, 2006 and 2005,
respectively. Our acquisitions completed during 2006 and 2007 provided total
loans, net of unearned discount, of $545.1 million and $693.5 million,
respectively. Funds available from deposit growth were used to fund loan growth.
Internal loan growth of $695.1 million for 2007 was partially offset by the
securitization and subsequent sale of certain residential mortgage loans held in
portfolio, and the sale and/or payoff of certain nonperforming and other loans
in our residential mortgage loan and commercial real estate loan portfolios, as
further discussed under "--Loans and Allowance for Loan Losses.”™ Internal loan



growth of $584.7 million for 2006 reflects management™s business strategy
decision to retain certain mortgage loan production in our residential real
estate mortgage portfolio during the first half of 2006, partially offset by the
securitization of certain residential mortgage loans in early 2006 which shifted
these assets to available-for-sale investment securities, the sale of certain
residential mortgage Iloans and certain nonperforming and other loans in our
commercial and commercial real estate loan portfolios, and the payoff of two
significant nonperforming loans, totaling $27.3 million in aggregate, that were
included in our held for sale portfolio, as further discussed under "--Loans and
Allowance for Loan Losses." The increase in average loans for 2007 compared to
2006 primarily reflects: an increase in average commercial, financial and
agricultural loans of $329.7 million; an increase in average real estate
construction and development loans of $211.0 million; and an increase in average
real estate mortgage loans of $152.2 million; partially offset by a decrease in
average loans held for sale of $112.4 million. The increase in average loans for
2006 compared to 2005 primarily reflects: an increase in average commercial,
financial and agricultural loans of $215.2 million; an increase in average real
estate construction and development loans of $367.2 million; an increase in
average real estate mortgage loans of $374.2 million; and an increase in average
loans held for sale of $83.6 million.

Investment securities averaged $1.27 billion for the years ended December 31,
2007 and 2006, compared to $1.64 billion for the year ended December 31, 2005.
Funds provided by maturities of investment securities in 2007 were primarily
used to fund internal loan growth. Securities provided by our bank acquisitions
completed in 2007 were $74.5 million. Furthermore, we liquidated our trading
portfolio in July 2007, reflecting a decrease from the portfolio balance of
$81.2 million at December 31, 2006. Average short-term investments increased
$13.7 million to $130.3 million for the year ended December 31, 2007, from
$116.6 million in 2006. Funds available from maturities of investment
securities, deposit growth and excess short-term investments were utilized to
fund internal loan growth during the majority of 2006, and the remaining funds
were reinvested in higher-yielding investment securities. These securities
purchases primarily occurred late in 2006 and resulted from funds available from
deposit growth 1in excess of loan demand. The sale of available-for-sale
investment securities associated with the termination of $200.0 million of term
repurchase agreements in the Tfirst half of 2006 was partially offset by an
increase in the securities portfolio due to the securitization of $138.9 million
of certain of our residential mortgage Jloans held in our loan portfolio, an
increase in our trading securities portfolio of $77.8 million, and the addition
of $37.3 million of securities obtained with our bank acquisitions completed in
2006.

Nonearning assets averaged $866.9 million, $754.7 million and $662.4 million for
the years ended December 31, 2007, 2006 and 2005, respectively. The increases in
2007 and 2006 are largely attributable to our acquisitions, which increased our
capital expenditures, thus contributing to an overall increase in bank premises

and equipment, partially offset by continued related depreciation and
amortization, and an increase in intangible assets recognized in conjunction
with the acquisitions. |In addition, purchases of land, bank premises and

equipment for future de novo branch offices Tfurther contributed to the overall
increases 1In nonearning assets during these periods. Goodwill and other
intangible assets recorded in conjunction with our acquisitions completed in
2007 and 2006 were $38.3 million and $111.6 million in aggregate, respectively.
Average deferred income taxes were $102.9 million, $121.2 million and $127.1
million for the years ended December 31, 2007, 2006 and 2005, respectively. The
fair value of our derivative financial instruments averaged $2.2 million, ($4.0)
million and ($3.1) million for the years ended December 31, 2007, 2006 and 2005,
respectively, and reflect changes in the fair value of certain derivative
financial instruments and the maturity and/or termination of certain of our
interest rate swap agreements during 2006 and 2007, as further discussed under
"--Interest Rate Risk Management™ and in Note 5 to our consolidated financial
statements.

Deposits averaged $8.66 billion, $8.01 billion and $7.20 billion for the years
ended December 31, 2007, 2006 and 2005, respectively. Our year-end deposits were
$9.15 billion, $8.44 billion and $7.54 billion at December 31, 2007, 2006 and
2005, respectively, reflecting increases of $706.1 million, $901.3 million and
$389.9 million for 2007, 2006 and 2005, respectively. The increases in 2007 and
2006 were attributable to organic growth stemming from our deposit development
programs throughout the periods, including enhanced product and service
offerings coupled with marketing campaigns, in addition to our acquisitions of
banks and/or branches that were completed in 2006 and 2007, which provided
aggregate deposits of $475.6 million and $787.2 million, respectively, at the
time of their acquisition. The change in the composition of our deposit mix



during 2007 reflects organic growth in our savings, money market and time
deposits attributable to our continued focus on marketing these deposit
products, our deposit pricing strategies and our ongoing efforts to further
develop multiple account relationships. On July 19, 2007, we sold our two
banking offices Ilocated in Denton and Garland, Texas, which resulted in a
decrease in deposits of $52.0 million. The change in the composition of our
deposit mix during 2006 reflects continued efforts to expand our existing
customer relationships by increasing the number and types of products provided,
efforts to increase transactional accounts, such as savings and demand accounts
through our deposit development campaigns, coupled with trends toward increased
time deposits and higher deposit rates paid on certain products resulting from
the highly competitive rate market environment. Average time deposits were $3.86
billion, $3.63 billion and $2.91 billion for the years ended December 31, 2007,
2006 and 2005, respectively. Average demand and savings deposits were $4.80
billion, $4.38 billion and $4.30 billion for the years ended December 31, 2007,
2006 and 2005, respectively.

Other borrowings averaged $389.4 million, $402.2 million and $589.6 million for
the years ended December 31, 2007, 2006 and 2005, respectively. The decrease in
the average balances for 2007 reflects the termination of a $100.0 million term
repurchase agreement in August 2007 that was entered into in July 2006,
partially offset by an increase in daily repurchase agreements, primarily in
connection with cash management activities of our commercial deposit customers.
The decrease in the average balances for 2006 reflects the termination of $150.0
million and $50.0 million of term repurchase agreements in the first and second
quarters of 2006, respectively, partially offset by a $100.0 million term
repurchase agreement entered into in July 2006, and the termination of a $50.0
million term repurchase agreement in late 2005, as further described in Note 5
and Note 10 to our consolidated financial statements. We also attribute the
decrease to the prepayment of $35.3 million of FHLB advances that were assumed
with certain bank acquisitions, and a decrease in daily repurchase agreements.

Our notes payable averaged $34.9 million, $88.8 million and $36.8 million for
the years ended December 31, 2007, 2006 and 2005, respectively. The decrease in
2007 reflects quarterly principal installment payments and additional
prepayments of $61.0 million in aggregate on our term loan Tfacility, partially
offset by an additional borrowing on our term loan facility of $15.0 million in
November 2007 to partially fund our acquisition of CFHI, and borrowings of $20.0
million on our revolving credit facility in December 2007. The increase in 2006
was attributable to the addition of a $100.0 million term loan in conjunction
with the restructuring of our overall financing arrangement in 2005, partially
offset by the subsequent repayments of $35.0 million of the term loan during
2006, reducing the balance to $65.0 million at December 31, 2006, from $100.0
million at December 31, 2005.

Subordinated debentures issued to our affiliated statutory and business trusts
averaged $320.8 million, $281.5 million and $259.2 million for the years ended
December 31, 2007, 2006 and 2005, respectively. During 2007, we issued a total
of $77.3 million of variable rate subordinated debentures in private placements
through four newly-formed statutory trusts as follows:

>>  $25.8 million issued to First Bank Statutory Trust V111 on February
23, 2007, of which a portion of the proceeds from the issuance of
these debentures were utilized to fund our acquisition of Royal Oaks
Bancshares, Inc., or Royal Oaks;

>> $15.5 million issued to First Bank Statutory Trust X on August 31,
2007;

>>  $25.8 million issued to First Bank Statutory Trust IX on September 20,
2007; and

>> $10.3 million issued to First Bank Statutory Trust XI on September 28,
2007.

We also assumed $4.1 million of subordinated debentures with our acquisition of
Royal Oaks that Royal Oaks had previously issued to Royal Oaks Capital Trust I.
On April 22, 2007, we repaid in full $25.8 million of variable rate subordinated
debentures that were issued to First Bank Capital Trust, or FBCT, in conjunction
with the redemption of the cumulative variable rate trust preferred securities
issued by FBCT. On January 2, 2007, we repaid in full $56.9 million of 9.0%
fixed rate subordinated debentures in conjunction with the December 31, 2006
redemption of the trust preferred securities of our former business trust, First
Preferred Capital Trust 111, as further described in Note 12 to our consolidated
financial statements. During 2006, we also issued a total of $139.2 million of



variable rate subordinated debentures 1in private placements through four
newly-formed statutory trusts: specifically, $41.2 million issued to First Bank
Statutory Trust IV on March 1, 2006; $20.6 million issued to First Bank
Statutory Trust V on April 28, 2006; $25.8 million issued to First Bank
Statutory Trust VI on June 16, 2006; and $51.5 million issued to First Bank
Statutory Trust VII on December 14, 2006.

Stockholders®™ equity averaged $809.8 million, $710.2 million and $623.7 million
for the years ended December 31, 2007, 2006 and 2005, respectively. The increase
for 2007 reflects: net income of $49.5 million; a $2.5 million cumulative effect
of a change in accounting principle recorded in conjunction with our adoption of
Financial Accounting Standards Board, or FASB, Interpretation No. 48 --
Accounting for Uncertainty in Income Taxes, an Interpretation of SFAS No. 109 --
Accounting for Income Taxes, or FIN 48, as further discussed in Note 1 and Note
13 to our consolidated financial statements; and an increase of $8.2 million in
accumulated other comprehensive income, which was primarily comprised of a $9.1
million increase associated with the change in the fair value of our derivative
financial instruments, partially offset by a $1.0 million decrease associated
with the change in our unrealized gains and losses on available-for-sale
investment securities; and dividends paid on our Class A and Class B preferred
stock. The increase for 2006 reflects: net income of $106.8 million; a $6.8
million increase in accumulated other comprehensive income, which was comprised
of $4.9 million associated with the change in our unrealized gains and losses on
available-for-sale 1iInvestment securities and $1.9 million associated with the
change in the fair value of our derivative Tfinancial instruments; partially
offset by dividends paid on our Class A and Class B preferred stock.

<PAGE>

The following table sets forth, on a tax-equivalent basis, certain information
relating to our average balance sheets, and reflects the average yield earned on
our interest-earning assets, the average cost of our interest-bearing
liabilities and the resulting net interest income for the years ended December
31, 2007, 2006 and 2005.

<TABLE>

<CAPTION>

Years Ended December 31,

2007 2006
(Restated) (Restated)
Interest Interest
Average Income/ Yield/ Average Income/
Balance Expense Rate Balance Expense

(dollars expressed iIn thousands)

ASSETS

Interest-earning assets:

Loans: (1)(2)(3)

<S> <C> <C> <C> <C>
Taxable. .. ..o e e a $ 8,039,922 625,947 7.79% $7,451,016
Tax-exempt (4) - - oo, 29,681 2,340 7.88 21,073
Investment securities:
Taxable. ... .. ... 1,233,415 61,785 5.01 1,220,785
Tax-exempt (4) - e, 39,707 2,468 6.22 47,946
Short-term investments......... 130,283 6,699 5.14 116,630
Total interest-earning
assetS. ... ii e 9,473,008 699,239 7.38 8,857,450
Nonearning assets................ 866,907 754,678
Total assets. ... ... ... .... $10,339,915 $9,612,128

LIABILITIES AND
STOCKHOLDERS"® EQUITY

Yield/
Rate

<C>
7.74%
7.70

4.67

6.02
5.07

7.27

Avere
Balar

<C>
$6,422



Interest-bearing liabilities:
Interest-bearing deposits:

Interest-bearing demand...... $ 957,454 9,183 0.96% $ 962,956 8,147 0.85% $ 90t
Savings and money market... .. 2,613,745 79,804 3.05 2,152,419 53,297 2.48 2,13t
TEIMe. oo 3,859,552 183,900 4.76 3,631,516 155,252 4.28 2,90¢
Total interest-bearing
deposits. ... .. ... ..... 7,430,751 272,887 3.67 6,746,891 216,696 3.21 5,947
Other borrowings............... 389,428 16,298 4.19 402,233 17,511 4.35 58¢
Notes payable (6).............. 34,932 2,426 6.94 88,843 5,530 6.22 3¢
Subordinated debentures (3).... 320,840 25,111 7.83 281,500 25,352 9.01 25¢
Total interest-bearing
liabilities. ... ......... 8,175,951 316,722 3.87 7,519,467 265,089 3.53 6,83:
Noninterest-bearing liabilities:
Demand deposits................ 1,232,650 1,267,681 1,257
Other liabilities.._..._._._.._.._. 121,484 114,735 10¢
Total liabilities......_ ... 9,530,085 8,901,883 8,19
Stockholders™ equity............. 809,830 710,245 62¢
Total liabilities and
stockholders” equity..... $10,339,915 $9,612,128 $8,81¢
Net interest income.............. 382,517 378,924
Interest rate spread............. 3.51 3.74
Net interest margin (6).......... 4.04% 4._28%

(1) For purposes of these computations, nonaccrual loans are included in the average loan amounts.

(2) Interest income on loans includes loan fees.

(3) Interest income and interest expense include the effects of interest rate swap agreements.

(4) Information is presented on a tax-equivalent basis assuming a tax rate of 35%. The tax-equivalent adjt
$1.7 million, $1.6 million and $1.3 million for the years ended December 31, 2007, 2006 and 2005, resg

(5) Interest expense on our notes payable includes commitment, arrangement and renewal fees. Exclusive of
rates paid were 6.41%, 6.11% and 4.93% for the years ended December 31, 2007, 2006 and 2005, respecti\

(6) Net interest margin is the ratio of net interest income (expressed on a tax-equivalent basis) tc
assets.

</TABLE>
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The following table

indicates, on a tax-equivalent basis, the changes in

interest income and interest expense that are attributable to changes in average

volume and changes in average rates,
change in interest due to the combined

in comparison with the preceding year. The
rate/volume variance has been allocated

to rate and volume changes in proportion to the dollar amounts of the change in

each.

<TABLE>
<CAPTION>

Increase (Decrease) Attributable to Change in:

2007 Compared to 2006 2006 Compared to 2(

(Restated) (Restated)
Net
Volume Rate Change Volume Rate
(dollars expressed in thousands)
Interest earned on:
Loans: (1)(2)(3)
<S> <C> <C> <C> <C> <C>
Taxable. ... .. $ 45,638 3,730 49,368 72,986 83,328
Tax-exempt (4) - ci i ea o 678 39 717 497 (€©))
Investment securities:
Taxable. ... oo 593 4,175 4,768 (16,922) 8,044



Tax-exempt (4) - .- (510) 93 417

Short-term investments. ... ............. 707 83 790

Total interest income........... 47,106 8,120 55,226

Interest paid on:

Interest-bearing demand deposits....... (46) 1,082 1,036
Savings and money market deposits...... 12,791 13,716 26,507
Time deposits (B)acccomi oo aea e 10,283 18,365 28,648
Other borrowings...... ... ... oo .. (563) (650) (1,213)
Notes payable (6). ... ... (3,681) 577 (3,104)
Subordinated debentures (3)............ 3,305 (3,546) (241D

Total interest expense.......... 22,089 29,544 51,633

Net interest income............. $ 25,017 (21,424) 3,593

(1) For purposes of these computations, nonaccrual loans are included in the average loan amounts.

(2) Interest income on loans includes loan fees.

(3) Interest income and interest expense include the effect of interest rate swap agreements.
(4) Information is presented on a tax-equivalent basis assuming a tax rate of 35%.
(5) Interest expense on our notes payable includes commitment, arrangement and renewal fees.

</TABLE>
Net Interest Income

The primary source of our income is net interest income. Net interest income,
expressed on a tax-equivalent basis, was $382.5 million for the year ended
December 31, 2007, compared to $378.9 million and $322.7 million for the years
ended December 31, 2006 and 2005, respectively. Our net interest margin was
4.04% for the year ended December 31, 2007, compared to 4.28% and 3.96% for the
years ended December 31, 2006 and 2005, respectively. Net interest income is the
difference between the interest earned on our interest-earning assets, such as
loans and investment securities, and the interest paid on our interest-bearing
liabilities, such as deposits and borrowings. Net interest income is affected by
the level and composition of assets, liabilities and stockholders®™ equity, as
well as the general level of iInterest rates and changes in interest rates.
Interest 1income on a tax-equivalent basis includes the additional amount of
interest income that would have been earned if our iInvestment 1iIn certain
tax-exempt interest-earning assets had been made in assets subject to federal,
state and local income taxes yielding the same after-tax income. Net interest
margin is determined by dividing net interest income on a tax-equivalent basis
by average iInterest-earning assets. The interest rate spread is the difference
between the average equivalent yield earned on interest-earning assets and the
average rate paid on interest-bearing liabilities.

We attribute the decrease in net interest margin and net interest income in 2007
to a shift in our deposit mix that reflects increased higher-costing average
time deposits and savings and money market accounts, 1In contrast to demand
accounts, coupled with competitive pressures on the rates paid on our loan
portfolio. The average rate paid on interest-bearing deposits increased 46 basis
points to 3.67% for the year ended December 31, 2007, compared to 3.21% in 2006,
while the average yield earned on our interest-earning assets increased 11 basis
points to 7.38% for the year ended December 31, 2007, compared to 7.27% in 2006.
The average rate paid on interest-bearing liabilities increased 34 basis points
to 3.87% for the year ended December 31, 2007, compared to 3.53% in 2006. Our
average interest-bearing assets increased $615.6 million, or 6.9% during 2007 to
$9.47 billion, from $8.86 billion in 2006. The increase is primarily
attributable to continued internal loan growth and interest-earning assets
provided by our acquisitions completed in 2006 and 2007, which provided assets,
in aggregate, of $867.3 million and $794.3 million, respectively. Our average
interest-bearing deposits increased $683.9 million, or 10.1% during 2007 to
$7.43 billion, from $6.75 billion iIn 2006. Our average Iinterest-bearing
liabilities increased $656.5 million, or 8.7% during 2007 to $8.18 billion, from
$7.52 billion in 2006. In light of weakening economic conditions in our markets
and expected continued future rate reductions by the Federal Reserve, we expect
to experience continued downward pressure on our net interest margin and net
interest income.

We attribute the increase iIn net interest income In 2006 to an 8.7% increase in
our average interest-earning assets stemming from internal growth and growth
through acquisitions of banks and other financial service companies, combined
with higher yields on those assets commensurate with the prevailing interest
rates in our markets. The increase in average interest-earning assets reflects



increases in average loans and average short-term investments, and the transfer
of funding from lower-yielding investment securities to higher-yielding loans,
partially offset by increased interest expense related to increasing deposit
balances along with a continued redistribution of deposit balances toward
higher-yielding products and higher interest rates paid on those deposits, as
well as increased interest expense paid on the overall levels of our other
borrowings and subordinated debentures. Our overall borrowing levels reflect the
reduction in the use of higher cost funding sources, such as term repurchase
agreements and FHLB advances. Our average notes payable increased $52.0 million
as a result of the term loan advances we borrowed in August 2005 and November
2005. Our average subordinated debentures, which support acquisitions and are
also utilized for other corporate purposes, increased $22.3 million as a result
of our issuance of $139.2 million of variable rate subordinated debentures
through four newly-formed statutory trusts, partially offset by the repayment of
$56.9 million of 9.0% fixed rate subordinated debentures on December 31, 2006.
In addition, our net interest income was adversely affected by a decline in
earnings on our interest rate swap agreements that were entered into in
conjunction with our interest rate risk management program, as further discussed
below.

Derivative financial instruments that were entered into in conjunction with our
interest rate risk management program to mitigate the effects of decreasing
interest rates reduced our net interest income by $3.1 million and $5.0 million
for the years ended December 31, 2007 and 2006, respectively, whereas these
derivative financial instruments contributed to an increase in our net interest
income of $2.2 million for the year ended December 31, 2005. The earnings on our
interest rate swap agreements reduced our net interest margin by approximately
three and six basis points for 2007 and 2006, respectively, and increased our
net interest margin by approximately three basis points for 2005. During the
third quarter of 2006, we expanded our utilization of derivative Tfinancial
instruments to reduce our exposure to Talling interest rates, as further
described in Note 5 to our consolidated financial statements. We have
implemented various methods to reduce the effect of decreasing interest rates on
our net interest income, including the funding of investment security purchases
through the issuance of term repurchase agreements. Our interest rate swap
agreements are anticipated to partially mitigate the impact of the Federal
Reserve interest rate cuts throughout the fourth quarter of 2007 and first
quarter of 2008.

Interest income on our loan portfolio, expressed on a tax-equivalent basis, was
$628.3 million, $578.2 million and $421.4 million for the years ended December
31, 2007, 2006 and 2005, respectively. The yield on our loan portfolio was
7.79%, 7.74% and 6.55% for the years ended December 31, 2007, 2006 and 2005,
respectively, reflecting increases of five basis points and 119 basis points
during 2007 and 2006, respectively. The yield on our loan portfolio increased
during 2007 primarily as a result of increases in the prime rate throughout the
first half of 2006 from 7.25% to 8.25% and a decrease in the reduction of
interest 1income associated with our interest rate swap agreements from $4.2
million 1in 2006 to $3.1 million 1in 2007, partially offset by competitive
pressures on loan yields within our markets, an increase In the average amount
of nonaccrual loans during 2007 as compared to 2006, and a decline iIn the prime
rate from 8.25% to 7.25% from September 2007 through December 31, 2007.

The vyield on our loan portfolio increased 119 basis points during 2006,
reflecting increases in prevailing interest rates that began in mid-2004 and
continued throughout 2005 and 2006 partially offset by a reduction of interest
income associated with our interest rate swap agreements of $4.2 million in 2006
compared to an increase in interest income of $2.6 million in 2005. During 2006,
the Federal Reserve increased the targeted federal funds rate, resulting in four
increases in the prime rate of interest from 7.25% at December 31, 2005 to 8.25%
at December 31, 2006, and during 2005, the Federal Reserve increased the
targeted federal funds rate, resulting in eight increases in the prime rate of
interest from 5.25% at December 31, 2004 to 7.25% at December 31, 2005. These
interest rates are reflected not only in the rate of interest earned on loans
that are indexed to the prime rate, but also in other assets and liabilities
which either have variable or adjustable rates, or which have matured or
repriced during these periods. In addition, interest income on our loan
portfolio for 2007 reflects the reversal of accrued interest of approximately
$2.6 million upon placement of significant credits on nonaccrual status.
Interest income on our loan portfolio for 2006 also includes a $2.0 million
recovery of interest and fees from the payoff of a single nonaccrual loan, as
further described under "--Loans and Allowance for Loan Losses."

Interest expense on interest-bearing deposits was $272.9 million, $216.7 million
and $127.2 million for the years ended December 31, 2007, 2006 and 2005,



respectively. For the vyears ended December 31, 2007, 2006 and 2005, the
aggregate weighted average rate paid on our interest-bearing deposit portfolio
was 3.67%, 3.21% and 2.14%, respectively. We attribute the increase in 2007 to
higher priced deposits driven by competitive pricing conditions within our
markets, and a change in the mix of our average deposits to increased time
deposits and savings and money market accounts. We attribute the increase in
2006 to the rising interest rate environment and a change in the mix of our
average deposits which reflects a trend towards iIncreased time deposits over
transactional accounts, coupled with higher interest rates paid on deposits
commensurate with the highly competitive rate market that continues to exert
pressure on our net interest margin. While deposit growth continues to provide
an adequate funding source for our loan portfolio, competitive pressures on
deposits within our markets continue to impact our deposit pricing and our net
interest margin.

Interest expense on our other borrowings was $16.3 million, $17.5 million and
$18.7 million for the years ended December 31, 2007, 2006 and 2005,
respectively. The aggregate weighted average rate paid on our other borrowings
was 4.19% for the year ended December 31, 2007, compared to 4.35% and 3.17% for
the years ended December 31, 2006 and 2005, respectively, reflecting the rise in
short-term interest rates during these periods, partially offset by an increase
in the capitalization of interest on certain construction projects. We
capitalized interest of $1.8 million, $400,000 and $154,000 for the years ended
December 31, 2007, 2006 and 2005, vrespectively, which decreased the weighted
average rate paid on our other borrowings by 46 basis points, 10 basis points
and two basis points for the years ended December 31, 2007, 2006 and 2005,
respectively. The increase in the aggregate weighted average rates paid on our
other borrowings also reflect: (@) the termination of $50.0 million and $200.0
million of term repurchase agreements in 2005 and 2006, respectively, resulting
in a prepayment penalty of $306,000 in 2006; (b) the modification of the pricing
structure of a $100.0 million term repurchase agreement in August 2006; (c) the
entrance into a $100.0 million term repurchase agreement during 2006 and the
subsequent termination of this agreement 1iIn August 2007, resulting 1in a
prepayment penalty of $330,000; and (d) the impact of the related spreads to the
London Interbank Offered Rate, or LIBOR, as further described in Note 5 and Note
10 to our consolidated financial statements.

Interest expense on our notes payable was $2.4 million, $5.5 million and $2.3
million for the years ended December 31, 2007, 2006 and 2005, respectively. The
aggregate weighted average rate paid on our notes payable was 6.94%, 6.22% and
6.26% for the years ended December 31, 2007, 2006 and 2005, respectively. The
aggregate weighted average rates paid reflect changing market interest rates
during these periods, and unused commitment, arrangement and renewal fees paid
in conjunction with this financing arrangement. Exclusive of these fees, the
aggregate weighted average rate paid on our notes payable was 6.41%, 6.11% and
4.93% for the years ended December 31, 2007, 2006 and 2005, respectively,
reflecting the rise in short-term interest rates during the periods. Our secured
credit agreement represents a relatively high-cost funding source as increased
advances have the effect of increasing the weighted average rate of our
non-deposit liabilities. We borrowed $100.0 million of term loans under the
secured credit agreement in late 2005, subsequently reduced the outstanding
balance of these term loans to $65.0 million and $19.0 million at December 31,
2006 and 2007, respectively, and taken an advance of $20.0 million on the
revolving credit sub-facility portion of our secured credit agreement in late
2007, contributing the overall level of interest expense during these periods,
as further described in Note 11 to our consolidated financial statements.

Interest expense on our subordinated debentures was $25.1 million, $25.4 million
and $21.3 million for the years ended December 31, 2007, 2006 and 2005,
respectively. The aggregate weighted average rate paid on our subordinated
debentures was 7.83%, 9.01% and 8.22% for the years ended December 31, 2007,
2006 and 2005, respectively. The aggregate weighted average rates and the level
of interest expense reflect: (@) the issuance of $77.3 million of variable rate
subordinated debentures during 2007 through four newly formed statutory trusts,
partially offset by the repayment of $25.8 million of variable rate subordina