UNITED STATES DEPARTMENT OF THE TREASURY
1500 PENNSYLVANIA AVENUE, NW
WASHINGTON, D.C. 20220

Dear Ladies and Gentlemen:

The company set forth on the signature page hereto (the “Company”) intends to issue in a private
placement the number of shares of a series of its preferred stock set forth on Schedule A hereto
(the “Preferred Shares”) and a warrant to purchase the number of shares of a series of its
preferred stock set forth on Schedule A hereto (the “Warrant” and, together with the Preferred
Shares, the “Purchased Securities”) and the United States Department of the Treasury (the
“Investor”) intends to purchase from the Company the Purchased Securities.

The purpose of this letter agreement is to confirm the terms and conditions of the purchase by the
Investor of the Purchased Securities. Except to the extent supplemented or superseded by the
terms set forth herein or in the Schedules hereto, the provisions contained in the Securities
Purchase Agreement — Standard Terms attached hereto as Exhibit A (the “Securities Purchase
Agreement”) are incorporated by reference herein. Terms that are defined in the Securities
Purchase Agreement are used in this letter agreement as so defined. In the event of any
inconsistency between this letter agreement and the Securities Purchase Agreement, the terms of
this letter agreement shall govern,

Each of the Company and the Investor hereby confirms its agreement with the other party with
respect to the issuance by the Company of the Purchased Securities and the purchase by the
Investor of the Purchased Securities pursuant to this letter agreement and the Securities Purchase
Agreement on the terms specified on Schedule A hereto.

This letter agreement (including the Schedules hereto), the Securities Purchase Agreement
(including the Annexes thereto), the Disclosure Schedules and the Warrant constitute the entire
agreement, and supersede all other prior agreements, understandings, representations and
warranties, both written and oral, between the parties, with respect to the subject matter hereof.
This letter agreement constitutes the “Letter Agreement” referred to in the Securities Purchase
Agreement.

This letter agreement may be executed in any number of separate counterparts, each such
counterpart being deemed to 'be an original instrument, and all such counterparts will together
constitute the same agreement. Executed signature pages to this letter agreement may be
delivered by facsimile and such facsimiles will be deemed as sufficient as if actual signature
pages had been delivered.
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In witness whereof, this letter agreement has been duly executed and delivered by the
duly authorized representatives of the parties hereto as of the date written below.

Dute: TR ZeLF

UNITED STATES DEPARTMENT OF THE

TREASURY
Ny 2

Name: Neel Kashkari
Title: Interim Assistant Secretary
For Financial Stability

comPANY:  WIB. Financs ) aapwm Ho\
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SECURITIES PURCHASE AGREEMENT — STANDARD TERMS
Recitals:

WHEREAS, the United States Department of the Treasury (the “/nvestor”) may from
time to time agree to purchase shares of preferred stock and warrants from eligible financial
institutions which elect to participate in the Troubled Asset Relief Program Capital Purchase
Program (“CPP”);

WHEREAS, an eligible financial institution electing to participate in the CPP and issue
securities to the Investor (referred to herein as the “Company™) shall enter into a letter agreement
(the “Letter Agreement”) with the Investor which incorporates this Securities Purchase
Agreement — Standard Terms;

WHEREAS, the Company agrees to expand the flow of credit to U.S. consumers and
businesses on competitive terms to promote the sustained growth and vitality of the U.S.
economy;

WHEREAS, the Company agrees to work diligently, under existing programs, to modify
the terms of residential mortgages as appropriate to strengthen the health of the U.S. housing
market;

. WHEREAS, the Company intends to issue in a private placement the number of shares of
the series of its Preferred Stock (“Preferred Stock™) set forth on Schedule A to the Letter
Agreement (the “Preferred Shares™) and a warrant to purchase the number of shares of the series
of its Preferred Stock (“Warrant Preferred Stock”) set forth on Schedule A to the Letter
Agreement (the “Warrant” and, together with the Preferred Shares, the “Purchased Securities™)
and the Investor intends to purchase (the “Purchase”) from the Company the Purchased
Securities; and

WHEREAS, the Purchase will be governed by this Securities Purchase Agreement —
Standard Terms and the Letter Agreement, including the schedules thereto (the “Schedules™),
specifying additional terms of the Purchase. This Securities Purchase Agreement — Standard
Terms (including the Annexes hereto) and the Letter Agreement (including the Schedules
thereto) are together referred to as this “Agreement™. All references in this Securities Purchase
Agreement — Standard Terms to “Schedules” are to the Schedules attached to the Letter
Agreement. '

NOW, THEREFORE, in consideration of the premises, and of the representations,
warranties, covenants and agreements set forth herein, the parties agree as follows:

Article
Purchase; Closing

1.1 Purchase. On the terms and subject to the conditions set forth in this Agreement,
the Company agrees to sell to the Investor, and the Investor agrees to purchase from the
Company, at the Closing (as hereinafter defined), the Purchased Securities for the price set forth
on Schedule A (the “Purchase Price™).
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1.2 Closing.

(a) On the terms and subject to the conditions set forth in this Agreement, the closing
of the Purchase (the “Closing”) will take place at the location specified in Schedule A, at the
time and on the date set forth in Schedule A or as soon as practicable thereafter, or at such other
place, time and date as shall be agreed between the Company and the Investor. The time and date
on which the Closing occurs is referred to in this Agreement as the “Closing Date”.

(b) Subject to the fulfillment or waiver of the conditions to the Closing in this Section
1.2, at the Closing the Company will deliver the Preferred Shares and the Warrant, in each case
as evidenced by one or more certificates dated the Closing Date and bearing appropriate legends
as hereinafter provided for, in exchange for payment in full of the Purchase Price by wire
transfer of immediately available United States funds to a bank account designated by the
Company on Schedule A.

() The respective obligations of each of the Investor and the Company to
consummate the Purchase are subject to the fulfillment (or waiver by the Investor and the
Company, as applicable) prior to the Closing of the conditions that (i} any approvals or
authorizations of all United States and other governmental, regulatory or judicial authorities
(collectively, “Governmental Entities”) required for the consummation of the Purchase shall
have been obtained or made in form and substance reasonably satisfactory to each party and shall
be in full force and effect and all waiting periods required by United States and other applicable
law, if any, shall have expired and (i1} no provision of any applicable United States or other law
and no judgment, injunction, order or decree of any Governmental Entity shall prohibit the
purchase and sale of the Purchased Securities as contemplated by this Agreement.

(d)  The obligation of the Investor to consummate the Purchase is also subject to the
fulfillment (or waiver by the Investor) at or prior to the Closing of each of the following
conditions:

» (A) the representations and warranties of the Company set forth in (x)
Section 2.2(g) of this Agreement shall be true and correct in all respects as though made
on and as of the Closing Date, (y) Sections 2.2(a) through (f) shall be true and correct in
all material respects as though made on and as of the Closing Date (other than
representations and warranties that by their terms speak as of another date, which
representations and warranties shall be true and correct in all material respects as of such
other date) and (z) Sections 2.2(h) through (v) (disregarding all qualifications or
limitations set forth in such representations and warranties as to “materiality”, “Company
Material Adverse Effect” and words of similar import) shall be true and correct as though
made on and as of the Closing Date (other than representations and warranties that by
their terms speak as of another date, which representations and warranties shall be true
and correct as of such other date), except to the extent that the failure of such
representations and warranties referred to in this Section 1.2(d)(1)(A)(z) to be so true and
correct, individually or in the aggregate, does not have and would not reasonably be
expected to have a Company Material Adverse Effect and (B) the Company shall have

2-
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performed in all material respects all obligations required to be performed by it under this
Agreement at or prior to the Closing;

(i) the Investor shall have received a certificate signed on behalf of the
Company by a senior executive officer certifying to the effect that the conditions set forth
in Section 1.2(d)(i) have been satisfied;

(iii)  the Company shall have duly adopted and filed with the Secretary of State
of its jurisdiction of organization or other applicable Governmental Entity the
amendments to its certificate or articles of incorporation, articles of association, or similar
organizational document (“Charter”) in substantially the forms attached hereto as Annex
A and Annex B (the “Certificates of Designations”) and such filing shall have been
accepted;

(iv)  (A) the Company shall have effected such changes to its compensation,
bonus, incentive and other benefit plans, arrangements and agreements (including golden
parachute, severance and employment agreements) (collectively, “Benefit Plans) with
respect to its Senior Executive Officers (and to the extent necessary for such changes to
be legally enforceable, each of its Senior Executive Officers shall have duly consented in
writing to such changes), as may be necessary, during the period that the Inivestor owns
any debt or equity securities of the Company acquired pursuant to this Agreement or the
Warrant, in order to comply with Section 111(b) of the Emergency Economic
Stabilization Act of 2008 (“EESA4”) as implemented by guidance or regulation thereunder
that has been issued and is in effect as of the Closing Date, and (B) the Investor shall
have received a certificate signed on behalf of the Company by a senior executive officer
certifying to the effect that the condition set forth in Section 1.2(d)(iv)(A) has been
satisfied;

) each of the Company’s Senior Executive Officers shall have delivered to
the Investor a written waiver in the form attached hereto as Annex C releasing the
Investor from any claims that such Senior Executive Officers may otherwise have as a
result of the issuance, on or prior to the Closing Date, of any regulations which require
the modification of, and the agreement of the Company hereunder to modify, the terms of
any Benefit Plans with respect to its Senior Executive Officers to eliminate any
provisions of such Benefit Plans that would not be in compliance with the requirements
of Section 111(b) of the EESA as implemented by guidance or regulation thereunder that
has been issued and is in effect as of the Closing Date;

(vi)  the Company shall have delivered to the Investor a written opinion from
counsel to the Company (which may be internal counsel), addressed to the Investor and
dated as of the Closing Date, in substantially the form attached hereto as Annex D;

(vii) the Company shall have delivered certificates in proper form or, with the
prior consent of the Investor, evidence of shares in book-entry form, evidencing the
Preferred Shares to Investor or its designee(s); and

3-
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(viii) the Company shall have duly executed the Warrant in substantially the
form attached hereto as Annex E and delivered such executed Warrant to the Investor or
its designee(s).

1.3 Interpretation. When a reference is made in this Agreement to “Recitals,”
“Articles,” “Sections,” or “Annexes” such reference shall be to a Recital, Article or Section of,
or Annex to, this Securities Purchase Agreement — Standard Terms, and a reference to
“Schedules” shall be to a Schedule to the Letter Agreement, in each case, unless otherwise
indicated. The terms defined in the singular have a comparable meaning when used in the plural,
and vice versa. References to “herein®, “hereof”, “hereunder” and the like refer to this
Agreement as a whole and not to any particular section or provision, unless the context requires
otherwise. The table of contents and headings contained in this Agreement are for reference
purposes only and are not part of this Agreement. Whenever the words “include,” "includes” or
“including” are used in this Agreement, they shall be deemed followed by the words “without
limitation.” No rule of construction against the draftsperson shall be applied in connection with
the interpretation or enforcement of this Agreement, as this Agreement is the product of
negotiation between sophisticated parties advised by counsel. All references to “$” or “dollars”
mean the lawful currency of the United States of America. Except as expressly stated in this
Agreement, all references to any statute, rule or regulation are to the statute, rule or regulation as
amended, modified, supplemented or replaced from time to time (and, in the case of statutes,
include any rules and regulations promulgated under the statute) and to any section of any
statute, rule or regulation include any successor to the section. References to a “business day”
shall mean any day except Saturday, Sunday and any day on which banking institutions in the
State of New York generally are authorized or required by law or other governmental actions to
close.

Article I
Representations and Warranties

2.1 Disclosure.

(a) On or prior to the Signing Date, the Company delivered to the Investor a schedule
(“Disclosure Schedule) setting forth, among other things, items the disclosure of which is
necessary or appropriate either in response to an express disclosure requirement contained in a
- provision hereof or as an exception to one or more representations or warranties contained in
Section 2.2,

(b) “Company Material Adverse Effect” means a material adverse effect on (i) the
business, results of operation or financial condition of the Company and its consolidated
subsidiaries taken as a whole; provided, however, that Company Material Adverse Effect shall
not be deemed to include the effects of (A) changes after the date of the Letter Agreement (the
“Signing Date™) in general business, economic or market conditions (including changes
generally in prevailing interest rates, credit availability and liquidity, currency exchange rates
and price levels or trading volumes in the United States or foreign securities or credit markets),
or any outbreak or escalation of hostilities, declared or undeclared acts of war or terrorism, in

4.
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each case generally affecting the industries in which the Company and its subsidiaries operate,
(B) changes or proposed changes after the Signing Date in generally accepted accounting
principles in the United States (“GAA4P”) or regulatory accounting requirements, or authoritative .
interpretations thereof, or (C) changes or proposed changes after the Signing Date in securities,
banking and other laws of general applicability or related policies or interpretations of
Governmental Entities (in the case of each of these clauses (A), (B) and (C), other than changes
or occurrences to the extent that such changes or occurrences have or would reasonably be
expected to have a materially disproportionate adverse effect on the Company and its
consolidated subsidiaries taken as a whole relative to comparable U.S, banking or financial
services organizations); or (i1) the ability of the Company to consummate the Purchase and other
transactions contemplated by this Agreement and the Warrant and perform its obligations
hereunder or thereunder on a timely basis.

{c) “Previously Disclosed” means information set forth on the Disclosure Schedule,
provided, however, that disclosure in any section of such Disclosure Schedule shall apply only to
the indicated section of this Agreement except to the extent that it is reasonably apparent from
the face of such disclosure that such disclosure is relevant to another section of this Agreement.

2.2 Representations and Warranties of the Company. Except as Previously Disclosed,
the Company represents and warrants to the Investor that as of the Signing Date and as of the
Closing Date (or such other date specified herein):

(a) Organization. Authority and Significant Subsidiaries. The Company has been
duly incorporated and is validly existing and in good standing under the laws of its jurisdiction of
organization, with the necessary power and authority to own its properties and conduct its
business in all material respects as currently conducted, and except as has not, individually or in

‘the aggregate, had and would not reasonably be expected to have a Company Material Adverse
Efffect, has been duly qualified as a foreign corporation for the transaction of business and is in
good standing under the laws of each other jurisdiction in which it owns or leases properties or
conducts any business so as to require such qualification; each subsidiary of the Company that
would be considered a “significant subsidiary” within the meaning of Rule 1-02(w) of
Regulation S-X under the Securities Act of 1933 (the “Securities Act”), has been duly organized
and is validly existing in good standing under the laws of its jurisdiction of organization. The
Charter and bylaws of the Company, copies of which have been provided to the Investor prior to
the Signing Date, are true, complete and correct copies of such documents as in full force and
effect as of the Signing Date.

b) Capitalization. The authorized capital stock of the Company, and the outstanding
capital stock of the Company (including securities convertible into, or exercisable or
exchangeable for, capital stock of the Company) as of the most recent fiscal month-end
preceding the Signing Date (the “Capitalization Date”™) is set forth on Schedule B. The
outstanding shares of capital stock of the Company have been duly authorized and are validly
issued and outstanding, fully paid and nonassessable, and subject to no preemptive rights (and
were not issued in violation of any preemptive rights). As of the Signing Date, the Company
does not have outstanding any securities or other obligations providing the holder the right to

-5-
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acquire its Common Stock (“Common Stock”) that is not reserved for issuance as specified on
Schedule B, and the Company has not made any other commitment to authorize, issue or sell any
Common Stock. Since the Capitalization Date, the Company has not issued any shares of
Common Stock, other than (i) shares issued upon the exercise of stock options or delivered under
other equity-based awards or other convertible securities or warrants which were issued and
outstanding on the Capitalization Date and disclosed on Schedule B and (ii) shares disclosed on
Schedule B. Each holder of 5% or more of any class of capital stock of the Company and such
holder’s primary address are set forth on Schedule B.

(¢)  Preferred Shares. The Preferred Shares have been duly and validly authorized,
and, when issued and delivered pursuant to this Agreement, such Preferred Shares will be duly
and validly issued and fully paid and non-assessable, will not be issued in violation of any
preemptive rights, and will rank pari passu with or senior to all other series or classes of
Preferred Stock, whether or not issued or outstanding, with respect to the payment of dividends
and the distribution of assets in the event of any dissolution, liquidation or winding up of the
Company.

(d) The Warrant and Warrant Shares. The Warrant has been duly authorized and,
when executed and delivered as contemplated hereby, will constitute a valid and legally binding
obligation of the Company enforceable against the Company in accordance with its terms, except
as the same may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or
similar laws affecting the enforcement of creditors’ rights generally and general equitable
principles, regardless of whether such enforceability is considered in a proceeding at law or in
equity (“Bankruptcy Exceptions™). The shares of Warrant Preferred Stock issuable upon exercise
of the Warrant (the “Warrant Shares™) have been duly authorized and reserved for issuance upon
exercise of the Warrant and when so issued in accordance with the terms of the Warrant will be
validly issued, fully paid and non-assessable, and will rank pari passu with or senior to all other
series or classes of Preferred Stock, whether or not issued or outstanding, with respect to the
payment of dividends and the distribution of assets in the event of any dissolution, liquidation or
winding up of the Company.

(e) Authorization, Enforceability.

(i) The Company has the corporate power and authority to execute and
deliver this Agreement and the Warrant and to carry out its obligations hereunder and
thereunder (which includes the issuance of the Preferred Shares, Warrant and Warrant
Shares). The execution, delivery and performance by the Company of this Agreement and
the Warrant and the consummation of the transactions contemplated hereby and thereby
have been duly authorized by all necessary corporate action on the part of the Company
and its stockholders, and no further approval or authorization is required on the part of
the Company. This Agreement is a valid and binding obligation of the Company
enforceable against the Company in accordance with its terms, subject to the Bankruptcy
Exceptions.
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(ii)  The'execution, delivery and performance by the Company of this
Agreement and the Warrant and the consummation of the transactions contemplated
hereby and thereby and compliance by the Company with the provisions hereof and
thereof, will not (A) violate, conflict with, or result in a breach of any provision of, or
constitute a default (or an event which, with notice or lapse of time or both, would
constitute a default) under, or result in the termination of, or accelerate the performance
required by, or result in a right of termination or acceleration of, or result in the creation
of, any lien, security interest, charge or encumbrance upon any of the properties or assets
of the Company or any subsidiary of the Company (each a “Company Subsidiary” and,
collectively, the “Company Subsidiaries™) under any of the terms, conditions or
provisions of (i) its organizational documents or (ii) any note, bond, mortgage, indenture,
deed of trust, license, lease, agreement or other instrument or obligation to which the
Company or any Company Subsidiary is a party or by which it or any Company
Subsidiary may be bound, or to which the Company or any Company Subsidiary or any
of the properties or assets of the Company or any Company Subsidiary may be subject, or
(B) subject to compliance with the statutes and regulations referred to in the next
paragraph, violate any statute, rule or regulation or any judgment, ruling, order, writ,
injunction or decree applicable to the Company or any Company Subsidiary or any of
their respective properties or assets except, in the case of clauses (A)(ii) and (B), for
those occurrences that, individually or in the aggregate, have not had and would not
reasonably be expected to have a Company Material Adverse Effect.

(iii)  Other than the filing of the Certificates of Designations with the Secretary
of State of its jurisdiction of organization or other applicable Governmental Entity, such
filings and approvals as are required to be made or obtained under any state “blue sky”
laws and such as have been made or obtained, no notice to, filing with, exemption or
review by, or authorization, ¢onsent or approval of, any Governmental Entity is required
to be made or obtained by the Company in connection with the consummation by the
Company of the Purchase except for any such notices, filings, exemptions, reviews,
authorizations, consents and approvals the failure of which to make or obtain would not,
individually or in the aggregate, reasonably be expected to have a Company Material
Adverse Effect.

(f) Anti-takeover Provisions and Rights Plan. The Board of Directors of the
Company (the “Board of Directors™) has taken all necessary action to ensure that the transactions
contemplated by this Agreement and the Warrant and the consummation of the transactions
contemplated hereby and thereby, including the exercise of the Warrant in accordance with its
terms, will be exempt from any anti-takeover or similar provisions of the Company’s Charter and
bylaws, and any other provisions of any applicable “moratorium”, “control share”, “fair price”,

“Interested stockholder” or other anti-takeover laws and regulations of any jurisdiction.

(g  No Company Material Adverse Effect. Since the last day of the last completed
fiscal period for which financial statements are included in the Company Financial Statements
(as defined below), no fact, circumstance, event, change, occurrence, condition or development
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has occurred that, individually or in the aggregate, has had or would reasonably be expected to
have a Company Material Adverse Effect.

(h)  Company Financial Statements. The Company has Previously Disclosed each of
the consolidated financial statements of the Company and its consolidated subsidiaries for each
of the last three completed fiscal years of the Company (which shall be audited to the extent
audited financial statements are available prior to the Signing Date) and each completed
quarterly period since the last completed fiscal year (collectively the “Company Financial
Statements™). The Company Financial Statements present fairly in all material respects the
consolidated financial position of the Company and its consolidated subsidiaries as of the dates
indicated therein and the consolidated results of their operations for the periods specified therein;
and except as stated therein, such financial statements (A) were prepared in conformity with
GAAP applied on a consistent basis (except as may be noted therein) and (B) have been prepared
from, and are in accordance with, the books and records of the Company and the Company
Subsidiaries.

(i) Reports,

(1) Since December 31, 2006, the Company and each Company Subsidiary
has filed all reports, registrations, documents, filings, statements and submissions,
together with any amendments thereto, that it was required to file with any Governmental
Entity (the foregoing, collectively, the “Company Reports”) and has paid all fees and
assessments due and payable in connection therewith, except, in each case, as would not,
individually or in the aggregate, reasonably be expected to have a Company Material
Adverse Effect. As of their respective dates of filing, the Company Reports complied in
all material respects with all statutes and applicable rules and regulations of the
applicable Governmental Entities.

(ii) The records, systems, controls, data and information of the Company and
the Company Subsidiaries are recorded, stored, maintained and operated under means
(including any electronic, mechanical or photographic process, whether computerized or
not) that are under the exclusive ownership and direct control of the Company or the
Company Subsidiaries or their accountants (including all means of access thereto and
therefrom), except for any non-exclusive ownership and non-direct control that would not
reasonably be expected to have a material adverse effect on the system of internal
accounting controls described below in this Section 2.2(i)(ii). The Company (A) has
implemented and maintains adequate disclosure controls and procedures to ensure that
material information relating to the Company, including the consolidated Company
Subsidiartes, is made known to the chief executive officer and the chief financial officer
of the Company by others within those entities, and (B} has disclosed, based on its most
recent evaluation prior to the Signing Date, to the Company’s outside auditors and the
audit commitiee of the Board of Directors (x) any significant deficiencies and material
weaknesses in the design or operation of internal controls that are reasonably likely to
adversely affect the Company’s ability to record, process, summarize and report financial
information and (y) any fraud, whether or not material, that involves management or
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other employees who have a significant role in the Company’s internal controls over
financial reporting.

() No Undisclosed Liabilities. Neither the Company nor any of the Company
Subsidiaries has any liabilities or obligations of any nature (absolute, accrued, contingent or
otherwise) which are not properly reflected or reserved against in the Company Financial
Statements to the extent required to be so reflected or reserved against in accordance with
GAAP, except for (A) liabilities that have arisen since the last fiscal year end in the ordinary and
usual course of business and consistent with past practice and (B) liabilities that, individually or
in the aggregate, have not had and would not reasonably be expected to have a Company
Material Adverse Effect.

(k) Offering of Securities. Neither the Company nor any person acting on its behalf
has taken any action (including any offering of any securities of the Company under
circumstances which would require the integration of such offering with the offering of any of
the Purchased Securities under the Securities Act, and the rules and regulations of the Securities
and Exchange Commission (the “SEC™) promulgated thereunder), which might subject the
offering, issuance or sale of any of the Purchased Securities to Investor pursuant to this
Agreement to the registration requirements of the Securities Act.

O Litigation and Other Proceedings. Except (i) as set forth on Schedule C or (ii) as
would not, individually or in the aggregate, reasonably be expected to have a Company Material
Adverse Effect, there is no (A) pending or, to the knowledge of the Company, threatened, claim,
action, suit, investigation or proceeding, against the Company or any Company Subsidiary or to
which any of their assets are subject nor is the Company or any Company Subsidiary subject to
any order, judgment or decree or (B) unresolved violation, criticism or exception by any
Governmental Entity with respect to any report or relating to any examinations or inspections of
the Company or any Company Subsidiaries.

(m)  Compliance with Laws. Except as would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect, the Company and the
Company Subsidiaries have all permits, licenses, franchises, authorizations, orders and approvals
of, and have made all filings, applications and registrations with, Governmental Entities that are
required in order to permit them to own or lease their properties and assets and to carry on their
business as presently conducted and that are material to the business of the Company or such
Company Subsidiary. Except as set forth on Schedule D, the Company and the Company
Subsidiaries have complied in all respects and are not in default or violation of, and none of them
is, to the knowledge of the Company, under investigation with respect to or, to the knowledge of
the Company, have been threatened to be charged with or given notice of any violation of, any
applicable domestic (federal, state or local) or foreign law, statute, ordinance, license, rule,
regulation, policy or guideline, order, demand, writ, injunction, decree or judgment of any
Governmental Entity, other than such noncompliance, defaults or violations that would not,
individually or in the aggregate, reasonably be expected to have a Company Material Adverse
Effect. Except for statutory or regulatory restrictions of general application or as set forth on
Schedule D, no Governmental Entity has placed any restriction on the business or properties of
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the Company or any Company Subsidiary that would, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect.

(n) Emplovee Benefit Matters, Except as would not reasonably be expected to have,
either individually or in the aggregate, a Company Material Adverse Effect: (A) each “employee
benefit plan” (within the meaning of Section 3(3) of the Employee Retirement Income Security
Act of 1974, as amended (“ERISA”)) providing benefits to any current or former employee,
officer or director of the Company or any member of its “Controlled Group” (defined as any
organization which is a member of a controlled group of corporations within the meaning of
Section 414 of the Internal Revenue Code of 1986, as amended (the “Code™)) that is sponsored,
maintained or contributed to by the Company or any member of its Controlled Group and for
which the Company or any member of its Controlled Group would have any liability, whether
actual or contingent (each, a “Plan”) has been maintained in compliance with its terms and with
the requirements of all applicable statutes, rules and regulations, including ERISA and the Code;
(B) with respect to each Plan subject to Title IV of ERISA (including, for purposes of this clause
(B), any plan subject to Title IV of ERISA that the Company or any member of its Controlled
Group previously maintained or contributed to in the six years prior to the Signing Date}), (1) no
“reportable event” (within the meaning of Section 4043(c) of ERISA), other than a reportable
event for which the notice period referred to in Section 4043(c) of ERISA has been waived, has
occurred in the three years prior to the Signing Date or is reasonably expected to occur, (2) no
“accumulated funding deficiency™ (within the meaning of Section 302 of ERISA or Section 412
of the Code), whether or not waived, has occurred in the three years prior to the Signing Date or
is reasonably expected to occur, (3) the fair market value of the assets under each Plan exceeds
the present value of all benefits accrued under such Plan (determined based on the assumptions
used to fund such Plan) and (4) neither the Company nor any member of its Controlled Group
has incurred in the six years prior to the Signing Date, or reasonably expects to incur, any
liability under Title IV of ERISA (other than contributions to the Plan or premiums to the PBGC
in the ordinary course and without default) in respect of a Plan (including any Plan thatis a
“multiemployer plan”, within the meaning of Section 4001(¢)(3) of ERISA); and (C) each Plan
that is intended to be qualified under Section 401(a) of the Code has received a favorable
determination letter from the Internal Revenue Service with respect to its qualified status that has
not been revoked, or such a determination letter has been timely applied for but not received by
the Signing Date, and nothing has occurred, whether by action or by failure to act, which could
reasonably be expected to cause the loss, revocation or denial of such qualified status or
favorable determination letter.

(o) Taxes. Except as would not, individually or in the aggregate, reasonably be
expected to have a Company Material Adverse Effect, (i) the Company and the Company
Subsidiaries have filed all federal, state, local and foreign income and franchise Tax returns
required to be filed through the Signing Date, subject to permitted extensions, and have paid all
Taxes due thereon, and (ii) no Tax deficiency has been determined adversely to the Company or
any of the Company Subsidiaries, nor does the Company have any knowledge of any Tax
deficiencies. “Tax™ or “Taxes” means any federal, state, local or foreign income, gross receipts,
property, sales, use, license, excise, franchise, employment, payroll, withholding, alternative or
add on minimum, ad valorem, transfer or excise tax, or any other tax, custom, duty,
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governmental fee or other like assessment or charge of any kind whatsoever, together with any
interest or penalty, imposed by any Governmental Entity.

(p) Properties and Leases. Except as would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect, the Company and the
Company Subsidiaries have good and marketable title to all real properties and all other
properties and assets owned by them, in each case free from liens, encumbrances, claims and
defects that would affect the value thereof or interfere with the use made or to be made thereof
by them. Except as would not, individually or in the aggregate, reasonably be expected to have a
Company Material Adverse Effect, the Company and the Company Subsidiaries hold all leased
real or personal property under valid and enforceable leases with no exceptions that would
interfere with the use made or to be made thereof by them.

Q) Environmental Liability. Except as would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect:

(1) there is no legal, administrative, or other proceeding, claim or action of
any nature seeking to impose, or that would reasonably be expected to result in the
imposition of, on the Company or any Company Subsidiary, any liability relating to the
release of hazardous substances as defined under any local, state or federal environmental
statute, regulation or ordinance, including the Comprehensive Environmental Response,
Compensation and Liability Act of 1980, pending or, to the Company’s knowledge,
threatened against the Company or any Company Subsidiary;

(i)  to the Company’s knowledge, there is no reasonable basis for any such
proceeding, claim or action; and

(iii)  neither the Company nor any Company Subsidiary is subject to any
agreement, order, judgment or decree by or with any court, Governmental Entity or third
party imposing any such environmental liability.

() Risk Management Instruments. Except as would not, individually or in the
aggregate, reasonably be expected to have a Company Material Adverse Effect, all derivative
instruments, including, swaps, caps, floors and option agreements, whether entered into for the
Company’s own account, or for the account of one or more of the Company Subsidiaries or its or
their customers, were entered into (i) only in the ordinary course of business, (ii) in accordance
with prudent practices and in all material respects with all applicable laws, rules, regulations and
regulatory policies and (iif) with counterparties believed to be financially responsible at the time;
and each of such instruments constitutes the valid and legally binding obligation of the Company
or one of the Company Subsidiaries, enforceable in accordance with its terms, except as may be
limited by the Bankruptcy Exceptions. Neither the Company or the Company Subsidiaries, nor,
to the knowledge of the Company, any other party thereto, is in breach of any of its obligations
under any such agreement or arrangement other than such breaches that would not, individually
- or in the aggregate, reasonably be expected to have a Company Material Adverse Effect.
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(s) Agreements with Regulatory Agencies. Except as set forth on Schedule E, neither
the Company nor any Company Subsidiary is subject to any material cease-and-desist or other
similar order or enforcement action issued by, or is a party to any material written agreement,
consent agreement or memorandum of understanding with, or is a party to any commitment letter
or similar undertaking to, or is subject to any capital directive by, or since December 31, 2006,
has adopted any board resolutions at the request of, any Governmental Entity (other than the
Appropriate Federal Banking Agencies with jurisdiction over the Company and the Company
Subsidiaries) that currently restricts in any material respect the conduct of its business or that in
any material manner relates to its capital adequacy, its liquidity and funding policies and
practices, its ability to pay dividends, its credit, risk management or compliance policies or
procedures, its internal controls, its management or its operations or business (each item in this
sentence, a “Regulatory Agreement”), nor has the Company or any Company Subsidiary been
advised since December 31, 2006 by any such Governmental Entity that it is considering issuing,
initiating, ordering, or requesting any such Regulatory Agreement. The Company and each
Company Subsidiary are in compliance in all material respects with each Regulatory Agreement
to which it is party or subject, and neither the Company nor any Company Subsidiary has
received any notice from any Governmental Entity indicating that either the Company or any
Company Subsidiary is not in compliance in all material respects with any such Regulatory
Agreement. "Appropriate Federal Banking Agency" means the “appropriate Federal banking
agency” with respect to the Company or such Company Subsidiaries, as applicable, as defined in
Section 3(q) of the Federal Deposit Insurance Act (12 U.S.C. Section 1813(q)).

(1) Insurance. The Company and the Company Subsidiaries are insured with
reputable insurers against such risks and in such amounts as the management of the Company
reasonably has determined to be prudent and consistent with industry practice. The Company
and the Company Subsidiaries are in material compliance with their insurance policies and are
not in default under any of the material terms thereof, each such policy is outstanding and in full
force and effect, all premiums and other payments due under any material policy have been paid,
and all claims thereunder have been filed in due and timely fashion, except, in each case, as
would not, individually or in the aggregate, reasonably be expected to have a Company Material
Adverse Effect.

Ly Intellectual Property. Except as would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect, (i) the Company and each
Company Subsidiary owns or otherwise has the right to use, all intellectual property rights,
including all trademarks, trade dress, trade names, service marks, domain names, patents,
inventions, trade secrets, know-how, works of authorship and copyrights therein, that are used in
the conduct of their existing businesses and all rights relating to the plans, design and
specifications of any of its branch facilities (“Proprietary Rights”) free and clear of all liens and
any claims of ownership by current or former employees, contractors, designers or others and (ii)
neither the Company nor any of the Company Subsidiaries is materially infringing, diluting,
misappropriating or violating, nor has the Company or any or the Company Subsidiaries received
any written (or, to the knowledge of the Company, oral) communications alleging that any of
them has materially infringed, diluted, misappropriated or violated, any of the Proprietary Rights
owned by any other person. Except as would not, individually or in the aggregate, reasonably be
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expected to have a Company Material Adverse Effect, to the Company’s knowledge, no other
person is infringing, diluting, misappropriating or violating, nor has the Company or any or the
Company Subsidiaries sent any written communications since January 1, 2006 alleging that any
person has infringed, diluted, misappropriated or violated, any of the Proprietary Rights owned
by the Company and the Company Subsidiaries.

(v) Brokers and Finders. No broker, finder or investment banker is entitled to any
financial advisory, brokerage, finder's or other fee or commission in connection with this
Agreement or the Warrant or the transactions contemplated hereby or thereby based upon
arrangements made by or on behalf of the Company or any Company Subsidiary for which the
Investor could have any liability.

Article 111
Covenants

3.1 Commercially Reasonable Efforts. Subject to the terms and conditions of this
Agreement, each of the parties will use its commercially reasonable efforts in good faith to take,
or cause to be taken, all actions, and to do, or cause to be done, all things necessary, proper or
desirable, or advisable under applicable laws, so as to permit consummation of the Purchase as
promptly as practicable and otherwise to enable consummation of the transactions contemplated
hereby and shall use commercially reasonable efforts to cooperate with the other party to that
end.

3.2  Expenses. Unless otherwise provided in this Agreement or the Warrant, each of
the parties hereto will bear and pay all costs and expenses incurred by it or on its behalf in
connection with the transactions contemplated under this Agreement and the Warrant, including
fees and expenses of its own financial or other consultants, investment bankers, accountants and
counsel.

3.3 Sufficiency of Authorized Warrant Preferred Stock: Exchange Listing,

(a) During the period from the Closing Date until the date on which the Warrant has
been fully exercised, the Company shall at all times have reserved for issuance; free of
preemptive or similar rights, a sufficient number of authorized and unissued Warrant Shares to
effectuate such exercise.

(b) If the Company lists its Common Stock on any national securities exchange, the
Company shall, if requested by the Investor, promptly use its reasonable best efforts to cause the
Preferred Shares and Warrant Shares to be approved for listing on a national securities exchange
as promptly as practicable following such request.

3.4  Certain Notifications Until Closing. From the Signing Date until the Closing, the
Company shall promptly notify the Investor of (i) any fact, event or circumstance of which it is
aware and which would reasonably be expected to cause any representation or warranty of the
Company contained in this Agreement to be untrue or inaccurate in any material respect or to
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cause any covenant or agreement of the Company contained in this Agreement not to be
complied with or satisfied in any material respect and (ii} except as Previously Disclosed, any
fact, circumstance, event, change, occurrence, condition or development of which the Company
is aware and which, individually or in the aggregate, has had or would reasonably be expected to
have a Company Material Adverse Effect; provided, however, that delivery of any notice
pursuant to this Section 3.4 shall not limit or affect any rights of or remedies available to the
Investor; provided, further, that a failure to comply with this Section 3.4 shall not constitute a
breach of this Agreement or the failure of any condition set forth in Section 1.2 to be satisfied
unless the underlying Company Material Adverse Effect or material breach would independently
result in the failure of a condition set forth in Section 1.2 to be satisfied.

3.5 Access, Information and Confidentiality.

(a) From the Signing Date until the date when the Investor holds an amount of
Preferred Shares having an aggregate liquidation value of less than 10% of the Purchase Price,
the Company will permit the Investor and its agents, consultants, contractors and advisors (x)
acting through the Appropriate Federal Banking Agency, or otherwise to the extent necessary to
evaluate, manage, or transfer its investment in the Company, to examine the corporate books and
make copies thereof and to discuss the affairs, finances and accounts of the Company and the
Company Subsidiaries with the principal officers of the Company, all upon reasonable notice and
at such reasonable times and as often as the Investor may reasonably request and (y) to review
any information material to the Investor’s investment in the Company provided by the Company
to its Appropriate Federal Banking Agency. Any investigation pursuant to this Section 3.5 shall -
be conducted during normal business hours and in such manner as not to interfere unreasonably
with the conduct of the business of the Company, and nothing herein shall require the Company
or any Company Subsidiary to disclose any information to the Investor to the extent (i)
prohibited by applicable law or regulation, or (ii) that such disclosure would reasonably be
expected to cause a violation of any agreement to which the Company or any Company
Subsidiary is a party or would cause a risk of a loss of privilege to the Company or any Company
Subsidiary (provided that the Company shall use commercially reasonable efforts to make
appropriate substitute disclosure arrangements under circumstances where the restrictions in this

clause (i1} apply).

(b From the Signing Date until the date on which all of the Preferred Shares and’
Warrant Shares have been redeemed in whole, the Company will deliver, or will cause to be
delivered, to the Investor:

(1) as soon as available after the end of each fiscal year of the Company, and
in any event within 90 days thereafter, a consolidated balance sheet of the Company as of
the end of such fiscal year, and consolidated statements of income, retained earnings and
cash flows of the Company for such year, in each case prepared in accordance with
GAAP and setting forth in each case in comparative form the figures for the previous
fiscal year of the Company, and which shall be audited to the extent audited financial
statements are available; and
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(ii) as soon as available after the end of the first, second and third quarterly
periods in each fiscal year of the Company, a copy of any quarterly reports provided to
other stockholders of the Company or Company management.

(c) The Investor will use reasonable best efforts to hold, and will use reasonable best
efforts to cause its agents, consultants, contractors and advisors to hold, in confidence all non-
public records, books, contracts, instruments, computer data and other data and information
(collectively, “Information’”) concerning the Company furnished or made available to it by the
Company or its representatives pursuant to this Agreement (except to the extent that such
information can be shown to have been (i) previously known by such party on a non-confidential
basis, (ii) in the public domain through no fault of such party or (iii) later lawfully acquired from
other sources by the party to which it was furnished (and without violation of any other
confidentiality obligation)); provided that nothing herein shall prevent the Investor from
disclosing any Information to the extent required by applicable laws or regulations or by any
subpoena or similar legal process.

(d) The Investor’s information rights pursuant to Section 3.5(b) may be assigned by
the Investor to a transferee or assignee of the Purchased Securities or the Warrant Shares or with
a liquidation preference or, in the case of the Warrant, the liquidation preference of the
underlying shares of Warrant Preferred Stock, no less than an amount equal to 2% of the initial
aggregate liquidation preference of the Preferred Shares.

Article [V
Additional Agreements

4.1 Purchase for Investment. The Investor acknowledges that the Purchased Securities
and the Warrant Shares have not been registered under the Securities Act or under any state
securities laws. The Investor (a) is acquiring the Purchased Securities pursuant to an exemption
from registration under the Securities Act solely for investment with no present intention to
distribute them to any person in violation of the Securities Act or any applicable U.S. state
securities laws, (b) will not sell or otherwise dispose of any of the Purchased Securities or the
Warrant Shares, except in compliance with the registration requirements or exemption provisions
of the Securities Act and any applicable U.S. state securities laws, and (c) has such knowledge
and experience in financial and business matters and in investments of this type that it is capable
of evaluating the merits and risks of the Purchase and of making an informed investment
decision.

4.2 Legends.

{(a) The Investor agrees that all certificates or other instruments representing the
Warrant will bear a legend substantially to the following effect:

“THE SECURITIES REPRESENTED BY THIS INSTRUMENT HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR THE
SECURITIES LAWS OF ANY STATE AND MAY NOT BE TRANSFERRED, SOLD
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OR OTHERWISE DISPOSED OF EXCEPT WHILE A REGISTRATION
STATEMENT RELATING THERETO IS IN EFFECT UNDER SUCH ACT AND
APPLICABLE STATE SECURITIES LAWS OR PURSUANT TO AN EXEMPTION
FROM REGISTRATION UNDER SUCH ACT OR SUCH LAWS,

THIS INSTRUMENT IS ISSUED SUBJECT TO THE RESTRICTIONS ON
TRANSFER AND OTHER PROVISIONS OF A SECURITIES PURCHASE
AGREEMENT BETWEEN THE ISSUER OF THESE SECURITIES AND THE
INVESTOR REFERRED TO THEREIN, A COPY OF WHICH IS ON FILE WITH THE
ISSUER. THE SECURITIES REPRESENTED BY THIS INSTRUMENT MAY NOT
BE SOLD OR OTHERWISE TRANSFERRED EXCEPT IN COMPLIANCE WITH
SAID AGREEMENT. ANY SALE OR OTHER TRANSFER NOT IN COMPLIANCE
WITH SAID AGREEMENT WILL BE VOID.” '

(b In addition, the Investor agrees that all certificates or other instruments
representing the Preferred Shares and the Warrant Shares will bear a legend substantially to the .
following effect:

“THE SECURITIES REPRESENTED BY THIS INSTRUMENT ARE NOT SAVINGS
ACCOUNTS, DEPOSITS OR OTHER OBLIGATIONS OF A BANK AND ARE NOT
INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION OR ANY
OTHER GOVERNMENTAL AGENCY.

THE SECURITIES REPRESENTED BY THIS INSTRUMENT HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”), OR THE SECURITIES LAWS OF ANY STATE AND MAY
NOT BE TRANSFERRED, SOLD OR OTHERWISE DISPOSED OF EXCEPT WHILE
A REGISTRATION STATEMENT RELATING THERETO IS IN EFFECT UNDER
SUCH ACT AND APPLICABLE STATE SECURITIES LAWS OR PURSUANT TO
AN EXEMPTION FROM REGISTRATION UNDER SUCH ACT OR SUCH LAWS.
EACH PURCHASER OF THE SECURITIES REPRESENTED BY THIS
INSTRUMENT IS NOTIFIED THAT THE SELLER MAY BE RELYING ON THE
EXEMPTION FROM SECTION 5 OF THE SECURITIES ACT PROVIDED BY RULE
144A THEREUNDER. ANY TRANSFEREE OF THE SECURITIES REPRESENTED
BY THIS INSTRUMENT BY ITS ACCEPTANCE HEREOQOF (1) REPRESENTS THAT
IT IS A “QUALIFIED INSTITUTIONAL BUYER” (AS DEFINED IN RULE 144A
UNDER THE SECURITIES ACT), (2) AGREES THAT IT WILL NOT OFFER, SELL
OR OTHERWISE TRANSFER THE SECURITIES REPRESENTED BY THIS
INSTRUMENT EXCEPT (A) PURSUANT TO A REGISTRATION STATEMENT
WHICH IS THEN EFFECTIVE UNDER THE SECURITIES ACT, (B) FOR SO LONG
AS THE SECURITIES REPRESENTED BY THIS INSTRUMENT ARE ELIGIBLE
FOR RESALE PURSUANT TO RULE 144A, TO A PERSON IT REASONABLY
BELIEVES IS A “QUALIFIED INSTITUTIONAL BUYER” AS DEFINED IN RULE
144A UNDER THE SECURITIES ACT THAT PURCHASES FOR ITS OWN
ACCOUNT OR FOR THE ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER
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TO WHOM NOTICE 1S GIVEN THAT THE TRANSFER IS BEING MADE IN
RELIANCE ON RULE 144A, (C) TO THE ISSUER OR (D) PURSUANT TO ANY
OTHER AVAILABLE EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT AND (3) AGREES THAT IT WILL
GIVE TO EACH PERSON TO WHOM THE SECURITIES REPRESENTED BY THIS
INSTRUMENT ARE TRANSFERRED A NOTICE SUBSTANTIALLY TO THE
EFFECT OF THIS LEGEND.

THIS INSTRUMENT IS ISSUED SUBJECT TO THE RESTRICTIONS ON
TRANSFER AND OTHER PROVISIONS OF A SECURITIES PURCHASE
AGREEMENT BETWEEN THE ISSUER OF THESE SECURITIES AND THE
INVESTOR REFERRED TO THEREIN, A COPY OF WHICH IS ON FILE WITH THE
ISSUER. THE SECURITIES REPRESENTED BY THIS INSTRUMENT MAY NOT
BE SOLD OR OTHERWISE TRANSFERRED EXCEPT IN COMPLIANCE WITH
SAID AGREEMENT. ANY SALE OR OTHER TRANSFER NOT IN COMPLIANCE
WITH SAID AGREEMENT WILL BE VOID.” '

(©) In the event that any Purchased Securities or Warrant Shares (i) become registered
under the Securities Act or (ii) are eligible to be transferred without restriction in accordance
with Rule 144 or another exemption from registration under the Securities Act (other than Rule
144A), the Company shall issue new certificates or other instruments representing such
Purchased Securities or Warrant Shares, which shall not contain the applicable legends in
Sections 4.2(a) and (b) above; provided that the Tnvestor surrenders to the Company the
previously issued certificates or other instruments.

4.3 Certain Transactions. The Company will not merge or consolidate with, or sell,
transfer or lease all or substantially all of its property or assets to, any other party unless the
successor, transferee or lessee party (or its ultimate parent entity), as the case may be (if not the
Company), expressly assumes the due and punctual performance and observance of each and
every covenant, agreement and condition of this Agreement to be performed and observed by the
Company. :

4.4  Transfer of Purchased Securities and Warrant Shares; Restrictions on Exercise of
the Warrant. Subject to compliance with applicable securities laws, the Investor shall be
permitted to transfer, sell, assign or otherwise dispose of (“Transfer™) all or a portion of the
Purchased Securities or Warrant Shares at any time, and the Company shall take all steps as may
be reasonably requested by the Investor to facilitate the Transfer of the Purchased Securities and
the Warrant Shares; provided that the Investor shall not Transfer any Purchased Securities or
Warrant Shares if such transfer would require the Company to be subject to the periodic
reporting requirements of Section 13 or 15(d)} of the Securities Exchange Act of 1934 (the
“Exchange Act”). In furtherance of the foregoing, the Company shall provide reasonable
cooperation to facilitate any Transfers of the Purchased Securities or Warrant Shares, including,
as is reasonable under the circumstances, by furnishing such information concerning the
Company and its business as a proposed transferee may reasonably request (including such
information as is required by Section 4.5(k)) and making management of the Company

-17-

095331-0002-10033-NY02.2690847,9



reasonably available to re'spond to questions of a proposed transferee in accordance with
customary practice, subject in all cases to the proposed transferee agreeing to a customary
confidentiality agreement.

4.5 Registration Rights,

(a) Unless and until the Company becomes subject to the reporting requirements of
Section 13 or 15(d) of the Exchange Act, the Company shall have no obligation to comply with
the provisions of this Section 4.5 (other than Section 4.5(b)(iv)-{vi)}; provided that the Company
covenants and agrees that it shall comply with this Section 4.5 as soon as practicable after the
date that it becomes subject to such reporting requirements,

(b) Registration.

(1) Subject to the terms and conditions of this Agreement, the Company
covenants and agrees that as promptly as practicable after the date that the Company
becomes subject to the reporting requirements of Section 13 or 15(d) of the Exchange Act
(and in any event no later than 30 days thereafter), the Company shall prepare and file
with the SEC a Shelf Registration Statement covering all Registrable Securities (or
otherwise designate an existing Shelf Registration Statement filed with the SEC to cover
the Registrable Securities), and, to the extent the Shelf Registration Statement has not
theretofore been declared effective or is not automatically effective upon such filing, the
Company shall use reasonable best efforts to cause such Shelf Registration Statement to
be declared or become effective and to keep such Shelf Registration Statement
continuously effective and in compliance with the Securities Act and usable for resale of
such Registrable Securities for a period from the date of its initial effectiveness until such
time as there are no Registrable Securities remaining (including by refiling such Shelf
Registration Statement (or a new Shelf Registration Statement) if the initial Shelf
Registration Statement expires). Notwithstanding the foregoing, if the Company is not
cligible to file a registration statement on Form S-3, then the Company shall not be
obligated to file a Shelf Registration Statement unless and until requested to do so in
writing by the Investor,

- (i) Any registration pursuant to Section 4.5(b)(i) shall be-effected by means
of a shelf registration on an appropriate form under Rule 415 under the Securities Act (a
“Shelf Registration Statement™). If the Investor or any other Holder intends to distribute
any Registrable Securities by means of an underwritten offering it shall promptly so
advise the Company and the Company shall take all reasonable steps to facilitate such
distribution, including the actions required pursuant to Section 4.5(d); provided that the
Company shall not be required to facilitate an underwritten offering of Registrable
Securities unless the expected gross proceeds from such offering exceed (i) 2% of the
initial aggregate liquidation preference of the Preferred Shares if such initial aggregate
liquidation preference is less than $2 billion and (ii) $200 million if the initial aggregate
liquidation preference of the Preferred Shares is equal to or greater than $2 billion. The
lead underwriters in any such distribution shall be selected by the Holders of a majority
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of the Registrable Securities to be distributed; provided that to the extent appropriate and
permitted under applicable law, such Holders shall consider the qualifications of any
broker-dealer Affiliate of the Company in selecting the lead underwriters in any such
distribution.

(iii) The Company shall not be required to effect a registration (including a
resale of Registrable Securities from an effective Shelf Registration Statement) or an
underwritten offering pursuant to Section 4.5(b): (A) with respect to securities that are
not Registrable Securities; or (B) if the Company has notified the Investor and all other
Holders that in the good faith judgment of the Board of Directors, it would be materially
detrimental to the Company or its securityholders for such registration or underwritten
offering to be effected at such time, in which event the Company shall have the right to
defer such registration for a period of not more than 45 days after receipt of the request of
the Investor or any other Holder; provided that such right to delay a registration or
underwritten offering shall be exercised by the Company (1) only if the Company has
generally exercised (or is concurrently exercising) similar black-out rights against holders
of similar securities that have registration rights and (2) not more than three times in any
12-month period and not more than 90 days in the aggregate in any 12-month period.

(iv) - If during any period when an effective Shelf Registration Statement is not
available, the Company proposes to register any of its equity securities, other than a
registration pursuant to Section 4.5(b)(i) or a Special Registration, and the registration
form to be filed may be used for the registration or qualification for distribution of
Registrable Securities, the Company will give prompt written notice to the Investor and
all other Holders of its intention to effect such a registration (but in no event less than ten
days prior to the anticipated filing date) and will include in such registration all
Registrable Securities with respect to which the Company has received written requests
for inclusion therein within ten business days after the date of the Company’s notice (a
“Piggyback Registration’). Any such person that has made such a written request may
withdraw its Registrable Securities from such Piggyback Registration by giving written
notice to the Company and the managing underwriter, if any, on or before the fifth
business day prior to the planned effective date of such Piggyback Registration. The
Company may terminate or withdraw any registration under this Section 4.5(b)(iv) prior
to the effectiveness of such registration, whether or not Investor or any other Holders
have elected to include Registrable Securities in such registration.

(v) If the registration referred to in Section 4.5(b)(iv) is proposed to be
underwritten, the Company will so advise Investor and all other Holders as a part of the
written notice given pursuant to Section 4.5(b)(iv). In such event, the right of Investor
and all other Holders to registration pursuant to Section 4.5(b) will be conditioned upon
such persons’ participation in such underwriting and the inclusion of such person’s
Registrable Securities in the underwriting if such securities are of the same class of
securities as the securities to be offered in the underwritten offering, and each such
person will (together with the Company and the other persons distributing their securities
through such underwriting) enter into an underwriting agreement in customary form with
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the underwriter or underwriters selected for such underwriting by the Company; provided
that the Investor (as opposed to other Holders) shall not be required to indemnify any
person in connection with any registration. If any participating person disapproves of the
terms of the underwriting, such person may elect to withdraw therefrom by written notice
to the Company, the managing underwriters and the Investor (if the Investor is
participating in the underwriting). '

(vi)  Ifeither (x) the Company grants “piggyback” registration rights to one or
more third parties to include their securities in an underwritten offering under the Shelf
Registration Statement pursuant to Section 4.5(b)(ii) or (y) a Piggyback Registration
under Section 4.5(b)(iv) relates to an underwritten offering on behalf of the Company,
and in either case the managing underwriters advise the Company that in their reasonable
opinion the number of securities requested to be included in such offering exceeds the
number which can be sold without adversely affecting the marketability of such offering
(including an adverse effect on the per share offering price), the Company will include in
such offering only such number of securities that in the reasonable opinion of such
managing underwriters can be sold without adversely affecting the marketability of the
offering (including an adverse effect on the per share offering price), which securities
will be so included in the following order of priority: (A) first, in the case of a Piggyback
Registration under Section 4.5(b)(iv}, the securities the Company proposes to sell, (B)
then the Registrable Securities of the Investor and all other Holders who have requested
inclusion of Registrable Securities pursuant to Section 4.5(b)(ii) or Section 4.5(b)(iv), as
applicable, pro rata on the basis of the aggregate number of such securities or shares
owned by each such person and (C) lastly, any other securities of the Company that have
been requested to be so included, subject to the terms of this Agreement; provided,
however, that if the Company has, prior to the Signing Date, entered into an agreement
with respect to its securities that is inconsistent with the order of priority contemplated
hereby then it shall apply the order of priority in such conflicting agreement to the extent
that it would otherwise result in a breach under such agreement.

(c) Expenses of Registration. All Registration Expenses incurred in connection with
any registration, qualification or compliance hereunder shall be borne by the Company. All
Selling Expenses incurred in connection with any registrations hereunder shall be borne by the
holders of the securities so registered pro rata on the basis of the aggregate offering or sale price
of the securities so registered.

(d) Obligations of the Company. Whenever required to effect the registration of any
Registrable Securities or facilitate the distribution of Registrable Securities pursuant to an
effective Shelf Registration Statement, the Company shall, as expeditiously as reasonably
practicable:

(1) Prepare and file with the SEC a prospectus supplement or post-effective
amendment with respect to a proposed offering of Registrable Securities pursuant to an
effective registration statement, subject to Section 4.5(d), keep such registration
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statement effective and keep such prospectus supplement current until the securities
described therein are no longer Registrable Securities. -

(if)  Prepare and file with the SEC such amendments and supplements to the
applicable registration statement and the prospectus or prospectus supplement used in
connection with such registration statement as may be necessary to comply with the
provisions of the Securities Act with respect to the disposition of all securities covered by
such registration statement.

(iii)  Furnish to the Holders and any underwriters such number of copies of the
applicable registration statement and each such amendment and supplement thereto
(including in each case all exhibits) and of a prospectus, including a preliminary
prospectus, in conformity with the requirements of the Securities Act, and such other
documents as they may reasonably request in order to facilitate the dlsposmon of
Registrable Securities owned or to be distributed by them.

(iv}  Use its reasonable best efforts to register and qualify the securities covered
by such registration statement under such other securities or Blue Sky laws of such
jurisdictions as shall be reasonably requested by the Holders or any managing
underwriter(s), to keep such registration or qualification in effect for so long as such
registration statement remains in effect, and to take any other action which may be
reasonably necessary to enable such seller to consummate the disposition in such
jurisdictions of the securities owned by such Holder; provided that the Company shall not
be required in connection therewith or as a condition thereto to qualify to do business or
to file a general consent to service of process in any such states or jurisdictions.

W) Notify each Holder of Registrable Securities at any time when a
prospectus relating thereto is required to be delivered under the Securities Act of the
happening of any event as a result of which the applicable prospectus, as then in effect,
includes an untrue statement of a material fact or omits to state a material fact required to
be stated therein or necessary to make the statements therein not misleading in light of
the circumstances then existing.

(vi)  Give written notice to the Holders:

(A)  when any registration statement filed pursuant to Section 4.5(a) or
any amendment thereto has been filed with the SEC (except for any amendment
effected by the filing of a document with the SEC pursuant to the Exchange Act)
and when such registration statement or any post-effective amendment thereto has
become effective;

(B)  of any request by the SEC for amendments or supplenients to any
registration statement or the prospectus included therein or for additional
information;
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(C)  ofthe issuance by the SEC of any stop order suspending the
effectiveness of any registration statement or the initiation of any proceedings for
that purpose;

(D)  of the receipt by the Company or its legal counsel of any
notification with respect to the suspension of the qualification of the applicable
Registrable Securities for sale in any jurisdiction or the initiation or threatening of
any proceeding for such purpose;

(E)  of the happening of any event that requires the Company to make
changes in any effective registration statement or the prospectus related to the
registration statement in order to make the statements therein not misleading
(which notice shall be accompanied by an instruction to suspend the use of the
prospectus until the requisite changes have been made); and

(F) if at any time the representations and warranties of the Company
contained in any underwriting agreement contemplated by Section 4.5(d)(x) cease
to be true and correct.

(vii)  Use its reasonable best efforts to prevent the issuance or obtain the
withdrawal of any order suspending the effectiveness of any registration statement
referred to in Section 4.5(d)(vi)(C) at the earliest practicable time.

(viil} Upon the occurrence of any event contemplated by Section 4.5(d)(v) or
4.5(d)(vi)}(E), promptly prepare a post-effective amendment to such registration statement
or a supplement to the related prospectus or file any other required document so that, as
thereafter delivered to the Holders and any underwriters, the prospectus will not contain
an untrue statement of a material fact or omit to state any material fact necessary to make
the statements therein, in light of the circumstances under which they were made, not
misleading. If the Company notifies the Holders in accordance with Section 4.5(d)(vi)(E)
to suspend the use of the prospectus until the requisite changes to the prospectus have
been made, then the Holders and any underwriters shall suspend use of such prospectus
and use their reasonable best efforts to return to the Company all copies of such
prospectus (at the Company’s expense) other than permanent file copies then in such
Holders” or underwriters’ possession. The total number of days that any such suspension
may be in effect in any 12-month period shall not exceed 90 days.

(ix)  Use reasonable best efforts to procure the cooperation of the Company’s
transfer agent in seftling any offering or sale of Registrable Securities, including with
respect to the transfer of physical stock certificates into book-entry form in accordance
with any procedures reasonably requested by the Holders or any managing
underwriter(s).

x) If an underwritten offering is requested pursuant to Section 4.5(b)(ii),
enter into an underwriting agreement in customary form, scope and substance and take all
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such other actions reasonably requested by the Holders of a majority of the Registrable
Securities being sold in connection therewith or by the managing underwriter(s), if any,
to expedite or facilitate the underwritten disposition of such Registrable Securities, and in
connection therewith in any underwritten offering (including making members of
management and executives of the Company available to participate in “road shows”,
similar sales events and other marketing activities), (A) make such representations and
warranties to the Holders that are selling stockholders and the managing underwriter(s), if
any, with respect to the business of the Company and its subsidiaries, and the Shelf
Registration Statement, prospectus and documents, if any, incorporated or deemed to be
incorporated by reference therein, in each case, in customary form, substance and scope,
and, if true, confirm the same if and when requested, (B) use its reasonable best efforts to
furnish the underwriters with opinions of counsel to the Company, addressed to the
managing underwriter(s), if any, covering the matters customarily covered in such
opinions requested in underwritten offerings, (C) use its reasonable best efforts to obtain
“cold comfort™ letters from the independent certified public accountants of the Company
(and, if necessary, any other independent certified public accountants of any business
acquired by the Company for which financial statements and financial data are included
in the Shelf Registration Statement) who have certified the financial statements included
in such Shelf Registration Statement, addressed to each of the managing underwriter(s), if
any, such letters to be in customary form and covering matters of the type customarily
covered in “cold comfort” letters, (D) if an underwriting agreement is entered info, the
same shall contain indemnification provisions and procedures customary in underwritten
offerings (provided that the Investor shall not be obligated to provide any indemnity), and
(E) deliver such documents and certificates as may be reasonably requested by the
Holders of a majority of the Registrable Securities being sold in connection therewith,
their counsel and the managing underwriter(s), if any, to evidence the continued validity
of the representations and warranties made pursuant to clause (i) above and to evidence
compliance with any customary conditions contained int the underwriting agreement or
other agreement entered into by the Company.

(xi)  Make available for inspection by a representative of Holders that are
selling stockholders, the managing underwriter(s), if any, and any attorneys or
accountants retained by such Holders or managing underwriter(s), at the offices where
normally kept, during reasonable business hours, financial and other records, pertinent
corporate documents and properties of the Company, and cause the officers, directors and
employees of the Company to supply all information in each case reasonably requested
(and of the type customarily provided in connection with due diligence conducted in =~
connection with a registered public offering of securities) by any such representative,
managing underwriter(s), attorney or accountant in connection with such Shelf
Registration Statement,

(xif) Use reasonable best efforts to cause all such Registrable Securities to be
listed on each national securities exchange on which similar securities issued by the
Company are then listed or, if no similar securities issued by the Company are then listed
on any national securities exchange, use its reasonable best efforts to cause all such
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Registrable Securities to be listed on such securities exchange as the Investor may
designate.

{(xiii) Ifrequested by Holders of a majority of the Registrable Securities being
registered and/or sold in connection therewith, or the managing underwriter(s), if any,
promptly include in a prospectus supplement or amendment such information as the
Holders of a majority of the Registrable Securities being registered and/or sold in
connection therewith or managing underwriter(s), if any, may reasonably request in order
to permit the intended method of distribution of such securities and make all required
filings of such prospectus supplement or such amendment as soon as practicable after the
Company has received such request.

(xiv) Timely provide to its security holders earning statements satisfying the
provisions of Section 11(a) of the Securities Act and Rule 158 thereunder.

(e) Suspension of Sales. Upon receipt of written notice from the Company that a
registration statement, prospectus or prospectus supplement contains or may contain an untrue
statement of a material fact or omits or may omit to state a material fact required to be stated
therein or necessary to make the statements therein not misleading or that circumstances exist
that make inadvisable use of such registration statement, prospectus or prospectus supplement,
the Investor and each Holder of Registrable Securities shall forthwith discontinue disposition of
Registrable Securities until the Investor and/or Holder has received copies of a supplemented or
amended prospectus or prospectus supplement, or until the Investor and/or such Holder is
advised in writing by the Company that the use of the prospectus and, if applicable, prospectus
supplement may be resumed, and, if so directed by the Company, the Investor and/or such
Holder shall deliver to the Company (at the Company’s expense) all copies, other than
permanent file copies then in the Investor and/or such Holder’s possession, of the prospectus
and, if applicable, prospectus supplement covering such Registrable Securities current at the time
of receipt of such notice. The total number of days that any such suspension may be in effect in
any 12-month period shall not exceed 90 days.

i3} Termination of Registration Rights. A Holder’s registration rights as to any
securities held by such Holder (and its Affiliates, partners, members and former members) shall
not be available unless such securities are Registrable Securities,

(g) Furnishing Information.

(i) Neither the Investor nor any Holder shall use any free writing prospectus
(as defined in Rule 405) in connection with the sale of Registrable Securities without the
prior written consent of the Company.

(i) It shall be a condition precedent to the obligations of the Company to take
any action pursuant to Section 4.5(d) that Investor and/or the selling Holders and the
underwriters, if any, shall furnish to the Company such information regarding
themselves, the Registrable Securities held by them and the intended method of

24-

095331-0002-10033-NY02.2550847.9



disposition of such securities as shall be required to effect the registered offering of their
Registrable Securtties.

(h)y  Indemnification.

(i) The Company agrees to indemnify each Holder and, if a Holder is a
person other than an individual, such Holder’s officers, directors, employees, agents,
representatives and Affiliates, and each Person, if any, that controls a Holder within the
meaning of the Securities Act (each; an “/ndemnitee”™), against any and all losses, claims,
damages, actions, liabilities, costs and expenses (including reasonable fees, expenses and
disbursements of attorneys and other professionals incurred in connection with
investigating, defending, settling, compromising or paying any such losses, claims,
damages, actions, liabilities, costs and expenses), joint or several, arising out of or based
upon any untrue statement or alleged untrue statement of material fact contained in any
registration statement, including any preliminary prospectus or final prospectus contained
therein or any amendments or supplements thereto or any documents incorporated therein
by reference or contained in any free writing prospectus (as such term is defined in Rule
405) prepared by the Company or authorized by it in writing for use by such Holder (or
any amendment or supplement thereto); or any omission to state therein a material fact
required to be stated therein or necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading; provided, that the Company
shall not be liable to such Indemnitee in any such case to the extent that any such loss,
claim, damage, liability (or action or proceeding in respect thereof) or expense arises out
of or is based upon (A) an untrue statement or omission made in such registration
statement, including any such preliminary prospectus or final prospectus contained
therein or any such amendments or supplements thereto or contained in any free writing
prospectus (as such term is defined in Rule 405) prepared by the Company or authorized
by it in writing for use by such Holder (or any amendment or supplement thereto), in
reliance upon and in conformity with information regarding such Indemnitee or its plan
of distribution or ownership interests which was furnished in writing to the Company by
such Indemnitee for use in connection with such registration statement, including any
such preliminary prospectus or final prospectus contained therein or any such
amendments or supplements thereto, or (B) offers or sales effected by or on behalf of
such Indemnitee “by means of” (as defined in Rule 15%A) a “free writing prospectus™ (as
defined in Rule 405) that was not authorized in writing by the Company.

(ii)  If the indemnification provided for in Section 4.5(h)(i) is unavailable to an
Indemnitee with respect to any losses, claims, damages, actions, liabilities, costs or
expenses referred to therein or is insufficient to hold the Indemnitee harmless as
contemplated therein, then the Company, in lieu of indemnifying such Indemnitee, shall
contribute to the amount paid or payable by such Indemnitee as a result of such losses,
claims, damages, actions, liabilities, costs or expenses in such proportion as is appropriate
to reflect the relative fault of the Indemnitee, on the one hand, and the Company, on the
other hand, in connection with the statements or omissions which resulted in such losses,
claims, damages, actions, liabilities, costs or expenses as well as any other relevant
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equitable considerations. The relative fault of the Company, on the one hand, and of the
Indemnitee, on the other hand, shall be determined by reference to, among other factors,
whether the untrue statement of a material fact or omission to state a material fact relates
to information supplied by the Company or by the Indemnitee and the parties” relative
intent, knowledge, access to information and opportunity to correct or prevent such
statement or omission; the Company and each Holder agree that it would not be just and
equitable if contribution pursuant to this Section 4.5(h)(ii) were determined by pre rata
allocation or by any other method of allocation that does not take account of the equitable
considerations referred to in Section 4,5¢h)(i). No Indemnitee guilty of fraudulent
misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be
entitled to contribution from the Company if the Company was not guilty of such
fraudulent misrepresentation.

(i) Assignment of Registration Rights. The rights of the Investor to registration of
Registrable Securities pursuant to Section 4.5(b) may be assigned by the Investor to'a transferee
or assignee of Registrable Securities with a liquidation preference or, in the case of the Warrant,
the liquidation preference of the underlying shares of Warrant Preferred Stock, no less than an
amount equal to (i) 2% of the initial aggregate liquidation preference of the Preferred Shares if
such initial aggregate liquidation preference is less than $2 billion and (ii) $200 million if the
initial aggregate liquidation preference of the Preferred Shares is equal to or greater than $2
billion; provided, however, the transferor shall, within ten days after such transfer, furnish to the
Company written notice of the name and address of such transferee or assignee and the number
and type of Registrable Securities that are being assigned. :

() Clear Market. With respect to any underwritten offering of Registrable Securities
by the¢ Investor or other Holders pursuant to this Section 4.5, the Company agrees not to effect
(other than pursuant to such registration or pursuant to a Special Registration) any public sale or
distribution, or to file any Shelf Registration Statement (other than such registration or a Special
Registration) covering any preferred stock of the Company or any securities convertible into or
exchangeable or exercisable for preferred stock of the Company, during the period not to exceed
ten days prior and 60 days following the effective date of such offering or such longer period up
to 90 days as may be requested by the managing underwriter for such underwritten offering. The
Company also agrees to cause such of its directors and senior executive officers to execute and
deliver customary lock-up agreements in such form and for such time period up to 90 days as
may be requested by the managing underwriter. “Special Registration” means the registration of
{A) equity securities and/or options or other rights in respect thereof solely registered on Form S-
4 or Form S-8 (or successor form) or (B) shares of equity securities and/or options or other rights
in respect thereof to be offered to directors, members of management, employees, consultants,
customers, lenders or vendors of the Company or Company Subsidiaries or in connection with
dividend reinvestment plans.

k) Rule 144; Rule 144A. With a view to making available to the Investor and
Holders the benefits of certain rules and regulations of the SEC which may permit the sale of the
Registrable Securities to the public without registration, the Company agrees to use its
reasonable best efforts to:
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(i) make and keep public information available, as those terms are understood
and defined in Rule 144(c)(1) or any similar or analogous rule promulgated under the
Securities Act, at all times after the Signing Date;

_ (i1) (A) file with the SEC, in a timely manner, all reports and other documents
required of the Company under the Exchange Act, and (B) if at any time the Company is
not required to file such reports, make available, upon the request of any Holder, such
information necessary to permit sales pursuant {o Rule 144A (including the information
required by Rule 144A(d)(4) under the Securities Act);

(ili)  so long as the Investor or a Holder owns any Registrable Securities,
furnish to the Investor or such Holder forthwith upon request: a written statement by the
Company as to its compliance with the reporting requirements of Rule 144 under the
Securities Act, and of the Exchange Act; a copy of the most recent annual or quarterly
report of the Company; and such other reports and documents as the Investor or Holder
may reasonably request in availing itself of any rule or regulation of the SEC allowing it
to sell any such securities to the public without registration; and

(iv)  take such further action as any Holder may reasonably request, all to the
extent required from time to time to enable such Holder to sell Registrable Securities
without registration under the Securities Act.

(1) As used in this Section 4.5, the following terms shall have the following
- respective meanings:

() “Holder” means the Investor and any other holder of Registrable
Securities to whom the registration rights conferred by this Agreement have been
transferred in compliance with Section 4.5(h) hereof.

(ii) “Holders’ Counsel” means one counsel for the selling Holders chosen by
Holders holding a majority interest in the Registrable Securities being registered.

(iif)  “Register,” “registered,” and “registration” shall refer to a registration
effected by preparing and (A) filing a registration statement or amendment thereto in
compliance with the Securities Act and applicable rules and regulations thereunder, and
the declaration or ordering of effectiveness of such registration statement or amendment
thereto or (B) filing a prospectus and/or prospectus supplement in respect of an
appropriate effective registration statement on Form 8-3.

(iv)  “Registrable Securities” means (A) all Preferred Shares, (B) the Warrant
(subject to Section 4.5(q)) and (C) any equity securities issued or issuable directly or
indirectly with respect to the securities referred to in the foregoing clauses (A) or (B) by
way of conversion, exercise or exchange thereof, including the Warrant Shares, or share
dividend or share split or in connection with a combination of shares, recapitalization,
reclassification, merger, amalgamation, arrangement, consolidation or other
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reorganization, provided that, once issued, such securities will not be Registrable
Securities when (1) they are sold pursuant to an effective registration statement under the
Securities Act, (2) except as provided below in Section 4.5(p), they may be sold pursuant
to Rule 144 without limitation thereunder on volume or manner of sale, (3) they shall
have ceased to be outstanding or (4) they have been sold in a private transaction in which
the transferor's rights under this Agreement are not assigned to the transferee of the
securities. No Registrable Securities may be registered under more than one registration
statement at any one time.

{v) “Registration Expenses” mean all expenses incurred by the Company in
effecting any registration pursuant to this Agreement (whether or not any registration or
prospectus becomes effective or final) or otherwise complying with its obligations under
this Section 4.5, including all registration, filing and listing fees, printing expenses, fees
and disbursements of counsel for the Company, blue sky fees and expenses, expenses
incurred in connection with any “road show”, the reasonable fees and disbursements of
Holders’ Counsel, and expenses of the Company’s independent accountants in
connection with any regular or special reviews or audits incident to or required by any
such registration, but shall not include Selling Expenses.

(vi)  “Rule 1447, “Rule 14447, “Rule 1594, “Rule 405” and “Rule 415" mean,
in each case, such rule promulgated under the Securities Act (or any successor provision),
as the same shall be amended from time to time.

(vil) “Selling Expenses™ mean all discounts, selling commissions and stock
transfer taxes applicable to the sale of Registrable Securities and fees and disbursements
of counsel for any Holder (other than the fees and disbursements of Holders’ Counsel
included in Registration Expenses).

(m) At any time, any holder of Securities (including any Holder) may elect to forfeit
its rights set forth in this Section 4.5 from that date forward; provided, that a Holder forfeiting
such rights shall nonetheless be entitled to participate under Section 4.5(b)(iv) — (vi) in any
Pending Underwritten Offering to the same extent that such Holder would have been entitled to
if the holder had not withdrawn; and provided, further, that no such forfeiture shall terminate a
Holder’s rights or obligations under Section 4.5(g) with respect to any prior registration or
Pending Underwritten Offering. “Pending Underwritten Offering” means, with respect to any
Holder forfeiting its rights pursuant to this Section 4.5(m), any underwritten offering of
Registrable Securities in which such Holder has advised the Company of its intent to register its
Registrable Securities either pursuant to Section 4.5(b)(ii) or 4.5(b)(iv) prior to the date of such
Holder’s forfeiture. '

{n) Specific Performance. The pdrties hereto acknowledge that there would be no
adequate remedy at law if the Company fails to perform any of its obligations under this Section
4.5 and that the Investor and the Holders from time to time may be irreparably harmed by any
such failure, and accordingly agree that the Investor and such Holders, in addition to any other
remedy to which they may be entitled at law or in equity, to the fullest extent permitted and
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enforceable under applicable law shall be entitled to compel specific performance of the
obligations of the Company under this Section 4.5 in accordance with the terms and conditions
of this Section 4.5.

(0)  No Inconsistent Agreements. The Company shall not, on or after the Signing
Date, enter into any agreement with respect to its securities that may impair the rights granted to
the Investor and the Holders under this Section 4.5 or that otherwise conflicts with the provisions
hereof in any manner that may impair the rights granted to the Investor and the Holders under
this Section 4.5. In the event the Company has, prior to the Signing Date, entered into any
agreement with respect to its securities that is inconsistent with the rights granted to the Investor
and the Holders under this Section 4.5 (including agreements that are inconsistent with the order
of priority contemplated by Section 4.5(b)(vi}) or that may otherwise conflict with the provisions
hereof, the Company shall use its reasonable best efforts to amend such agreements to ensure
they are consistent with the provisions of this Section 4.5.

(p) Certain Offerings by the Investor, In the case of any securities held by the .
Investor that cease to be Registrable Securities solely by reason of clause (2) in the definition of
“Registrable Securities,” the provisions of Sections 4.5(b)(ii), clauses (iv), (ix) and (x)-(xii) of
Section 4.5(d), Section 4.5(h) and Section 4.5(j) shall continue to apply until such securities
otherwise cease to be Registrable Securities. In any such case, an “underwritten” offering or
other disposition shall include any distribution of such securities on behalf of the Investor by one
or more broker-dealers, an “underwriting agreement” shall include any purchase agreement
entered into by such broker-dealers, and any “registration statement” or “prospectus” shall
include any offering document approved by the Company and used in connection with such
distribution.

(@) Registered Sales of the Warrant. The Holders agree to sell the Warrant or any
portion thereof under the Shelf Registration Statement only beginning 30 days after notifying the
Company of any such sale, during which 30-day period the Investor and all Holders of the
Warrant shall take reasonable steps to agree to revisions to the Warrant to permit a public
distribution of the Warrant, including entering into a warrant agreement and appointing a warrant
agent. :

4.6  Depositary Shares. Upon request by the Investor at any time following the
Closing Date, the Company shall promptly enter into a depositary arrangement, pursuant to
customary agreements reasonably satisfactory to the Investor and with a depositary reasonably
acceptable to the Investor, pursuant to which the Preferred Shares or the Warrant Shares may be
deposited and depositary shares, each representing a fraction of a Preferred Share or Warrant
Share, as applicable, as specified by the Investor, may be issued. From and after the execution of
any such depositary arrangement, and the deposit of any Preferred Shares or Warrant Shares, as
applicable, pursuant thereto, the depositary shares issued pursuant thereto shall be deemed
“Preferred Shares™, “Warrant Shares” and, as applicable, “Registrable Securities” for purposes of
this Agreement.

4.7 Restriction on Dividends and Repurchases.

9.
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(a) Prior to the earlier of (x) the third anniversary of the Closing Date and (y) the date
on which all of the Preferred Shares and Warrant Shares have been redeemed in whole or the
Investor has transferred all of the Preferred Shares and Warrant Shares to third parties which are
not Affiliates of the Investor, neither the Company nor any Company Subsidiary shall, without
the consent of the Investor, declare or pay any dividend or make any distribution on capital stock
or other equity securities of any kind of the Company or any Company Subsidiary (other than (i)
regular quarterly cash dividends of not more than the amount of the last quarterly cash dividend
per share declared or, if lower, announced to its holders of Common Stock an intention to
declare, on the Common Stock prior to November 17, 2008, as adjusted for any stock split, stock
dividend, reverse stock split, reclassification or similar transaction, (ii) dividends payable solely
in shares of Common Stock, (iii) regular dividends on shares of preferred stock in accordance
with the terms thereof and which are permitted under the terms of the Preferred Shares and the
Warrant Shares, (iv) dividends or distributions by any wholly-owned Company Subsidiary or (v)
dividends or distributions by any Company Subsidiary required pursuant to binding contractual
agreements entered into prior to November 17, 2008).

(b) During the period beginning on the third anniversary of the Closing Date and
ending on the earlier of (i) the tenth anniversary of the Closing Date and (ii) the date on which all
of the Preferred Shares and Warrant Shares have been redeemed in whole or the Investor has
transferred all of the Preferred Shares and Warrant Shares to third parties which are not Affiliates
of the Investor, neither the Company nor any Company Subsidiary shall, without the consent of
the Investor, (A) pay any per share dividend or distribution on capital stock or other equity
securities of any kind of the Company at a per annum rate that is in excess of 103% of the
aggregate per share dividends and distributions for the immediately prior fiscal year (other than
regular dividends on shares of preferred stock in accordance with the terms thereof and which
are permitted under the terms of the Preferred Shares and the Warrant Shares); provided that no
increase in the aggregate amount of dividends or distributions on Common Stock shall be
permitted as a result of any dividends or distributions paid in shares of Common Stock, any stock
split or any similar transaction or (B) pay aggregate dividends or distributions on capital stock or
other equity securities of any kind of any Company Subsidiary that is in excess of 103% of the
aggregate dividends and distributions paid for the immediately prior fiscal year (other than in the
case of this clause (B), (1) regular dividends on shares of preferred stock in accordance with the
terms thereof and which are permitted under the terms of the Preferred Shares and the Warrant
Shares, (2) dividends or distributions by any wholly-owned Company Subsidiary, (3) dividends
or distributions by any Company Subsidiary required pursuant to binding contractual agreements
entered into prior to November 17, 2008) or (4) dividends or distributions on newly issued shares
of capital stock for cash or other property.

9] Prior to the earlier of (x) the tenth anniversary of the Closing Date and (y) the date
on which all of the Preferred Shares and Warrant Shares have been redeemed in whole or the
Investor has transferred all of the Preferred Shares and Warrant Shares ta third parties which are
not Affiliates of the Investor, neither the Company nor any Company Subsidiary shall, without
the consent of the Investor, redeem, purchase or acquire any shares of Common Stock or other
capital stock or other equity securities of any kind of the Company or any Company Subsidiary,
or any trust preferred securities issued by the Company or any Affiliate of the Company, other
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than (i) redemptions, purchases or other acquisitions of the Preferred Shares and Warrant Shares,
(if) in connection with the administration of any employee benefit plan in the ordinary course of
business and consistent with past practice, (iii) the acquisition by the Company or any of the
Company Subsidiaries of record ownership in Junior Stock or Parity Stock for the beneficial
ownership of any other persons (other than the Company or any other Company Subsidiary),
including as trustees or custodians, (iv) the exchange or conversion of Junior Stock for or into
other Junior Stock or of Parity Stock or trust preferred securities for or into other Parity Stock
(with the same or lesser aggregate liquidation amount) or Junior Stock, in each case set forth in
this clause (iv), solely to the extent required pursuant to binding contractual agreements entered
into prior to the Signing Date or any subsequent agreement for the accelerated exercise,
settlement or exchange thereof for Common Stock (clauses (ii) and (iii), collectively, the
“Permitted Repurchases™), (v) redemptions of securities held by the Company or any wholly-
owned Company Subsidiary or (vi) redemptions, purchases or other acquisitions of capital stock
or other equity securities of any kind of any Company Subsidiary required pursuant to binding
contractual agreements entered into prior to November 17, 2008.

(d) Until such time as the Investor ceases to own any Preferred Shares or Warrant
Shares, the Company shall not repurchase any Preferred Shares or Warrant Shares from any
holder thereof, whether by means of open market purchase, negotiated transaction, or otherwise,
other than Permitted Repurchases, unless it offers to repurchase a ratable portion of the Preferred
Shares or Warrant Shares, as the case may be, then held by the Investor on the same terms and
conditions. ' '

(e) During the period beginning on the tenth anniversary of the Closing and ending
on the date on which all of the Preferred Shares and Warrant Shares have been redeemed in
whole or the Investor has transferred all of the Preferred Shares and Warrant Shares to third
parties which are not Affiliates of the Investor, neither the Company nor any Company
Subsidiary shall, without the consent of the Investor, (i) declare or pay any dividend or make any
distribution on capital stock or other equity securities of any kind of the Company or any
Company Subsidiary; or (ii) redeem, purchase or acquire any shares of Common Stock or other
capital stock or other equity securities of any kind of the Company or any Company Subsidiary,
or any trust preferred securities issued by the Company or any Affiliate of the Company, other
than (A) redemptions, purchases or other acquisitions of the Preferred Shares and Warrant
Shares, (B) regular dividends on shares of preferred stock in accordance with the terms thereof
and which are permitted under the terms of the Preferred Shares and the Warrant Shares, or (C)
dividends or distributions by any wholly-owned Company Subsidiary.

(f) “Junior Stock” means Common Stock and any other class or series of stock of the
Company the terms of which expressly provide that it ranks junior to the Preferred Shares as to
dividend rights and/or as to rights on liquidation, dissolution or winding up of the Company.
“Parity Sfock™ means any class or series of stock of the Company the terms of which do not
expressly provide that such class or series will rank senior or junior to the Preferred Shares as to
dividend rights and/or as to rights on liquidation, dissolution or winding up of the Company (in
each case without regard to whether dividends accrue cumulatively or non-cumulatively).
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4.8 Executive Compensation. Until such time as the Investor ceases to own any debt
or equity securities of the Company acquired pursuant to this Agreement or the Warrant, the
Company shall take all necessary action to ensure that its Benefit Plans with respect to its Senior
Executive Officers comply in all respects with Section 111(b) of the EESA as implemented by
any guidance or regulation thereunder that has been issued and is in effect as of the Closing Date,
and shall not adopt any new Benefit Plan with respect to its Senior Executive Officers that does
not comply therewith, “Senior Executive Officers” means the Company's "senior executive
officers” as defined in subsection 111(b)(3) of the EESA and regulations issued thereunder,
including the rules set forth in 31 C.F.R. Part 30.

4.9  Related Party Transactions. Until such time as the Investor ceases to own any
Purchased Securities or Warrant Shares, the Company and the Company Subsidiaries shall not
enter into transactions with Affiliates or related persons (within the meaning of Item 404 under
the SEC’s Regulation S-K) unless (i} such transactions are on terms no less favorable to the
Company and the Company Subsidiaries than could be obtained from an unaffiliated third party,
and (ii) have been approved by the audit committee of the Board of Directors or comparable
body of independent directors of the Company.

4.10 = Bank and Thrift Holding Company Status. If the Company is a Bank Holding
Company or a Savings and Loan Holding Company on the Signing Date, then the Company shall
maintain its status as a Bank Holding Company or Savings and Loan Holding Company, as the
case may be, for as long as the Investor owns any Purchased Securities or Warrant Shares. The
Company shall redeem all Purchased Securities and Warrant Shares held by the Investor prior to
terminating its status as a Bank Holding Company or Savings and Loan Holding Company, as
applicable. “Bank Holding Company” means a company registered as such with the Board of
Governors of the Federal Reserve System (the “Federal Reserve™) pursuant to 12 U.8.C. §1842
and the regulations of the Federal Reserve promulgated thereunder. “Savings and Loan Holding
Company” means a company registered as such with the Office of Thrift Supervision pursuant to
12 U.S.C, §1467(a) and the regulations of the Office of Thrift Supervision promulgated
thereunder.

4,11 Predominantly Financial. For as long as the Investor owns any Purchased
Securities or Warrant Shares, the Company, to the extent it is not itself an insured depository
institution, agrees to remain predominantly engaged in financial activities. A company is
predominantly engaged in financial activities if the annual gross revenues derived by the
company and all subsidiaries of the company (excluding revenues derived from subsidiary
depository institutions), on a consolidated basis, from engaging in activities that are financial in
nature or are incidental to a financial activity under subsection (k) of Section 4 of the Bank
Holding Company Act of 1956 (12 U.S.C. 1843(k)) represent at least 85 percent of the
consolidated annual gross revenues of the company.

Article V
Miscellaneous

5.1 Termination, This Agreement may be terminated at any time prior to the Closing;
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: (a) by either the Investor or the Company if the Closing shall not have occurred by

the 30" calendar day following the Signing Date; provided, however, that in the event the
Closing has not occurred by such 30™ calendar day, the parties will consult in good faith to
determine whether to extend the term of this Agreement, it being understood that the parties shall
be required to consult only until the fifth day after such 30" calendar day and not be under any
obligation to extend the term of this Agreement thereafter; provided, further, that the right to
terminate this Agreement under this Section 5.1(a) shall not be available to any party whose
breach of any representation or warranty or failure to perform any obligation under this
Agreement shall have caused or resulted in the failure of the Closing to occur on or prior to such
date; or

(b} by either the Investor or the Company in the event that any Governmental Entity
shall have issued an order, decree or ruling or taken any other action restraining, enjoining or
otherwise prohibiting the transactions contemplated by this Agreement and such order, decree,
ruling or other action shall have become final and nonappealable; or

{c) by the mutual written consent of the Investor and the Company.

In the event of termination of this Agreement as provided in this Section 5.1, this Agreement
shall forthwith become void and there shall be no liability on the part of either party hereto
except that nothing herein shall relieve either party from liability for any breach of this
Agreement,

5.2 Survival of Representations and Warranties, All covenants and agreements, other
than those which by their terms apply in whole or in part after the Closing, shall terminate as of
the Closing. The representations and warranties of the Company made herein or in any
certificates delivered in connection with the Closing shall survive the Closing without limitation.

53 Amendment. No amendment of any provision of this Agreement will be effective
unless made in writing and signed by an officer or a duly authorized representative of each party;
provided that the Investor may unilaterally amend any provision of this Agreement to the extent
required to comply with any changes after the Signing Date in applicable federal statutes. No
failure or delay by any party in exercising any right, power or privilege hereunder shall operate
as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further
exercise of any other right, power or privilege. The rights and remedies herein provided shall be
cumulative of any rights or remedies provided by law.

54  Waiver of Conditions. The conditions to each party’s obligation to consummate
the Purchase are for the sole benefit of such party and may be waived by such party in whole or
in part to the extent permitted by applicable law. No waiver will be effective unless it is in a
writing signed by a duly authorized officer of the waiving party that makes express reference to
the provision or provisions subject to such waiver.

5.5  Governing Law: Submission to Jurisdiction, Etc. This Agreement will be

governed by and construed in accordance with the federal law of the United States if and to
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the extent such law is applicable, and otherwise in accordance with the laws of the State of
New York applicable to contracts made and to be performed entirely within such State.
Each of the parties hereto agrees (a) to submit to the exclusive jurisdiction and venue of the
United States District Court for the District of Columbia and the United States Court of
Federal Claims for any and all civil actions, suits or proceedings arising out of or relating
to this Agreement or the Warrant or the fransactions contemplated hereby or thereby, and
(b) that notice may be served upon (i) the Company at the address and in the manner set
forth for notices to the Company in Section 5.6 and (ii) the Investor in accordance with
federal law. To the extent permitted by applicable law, each of the parties hereto hereby
unconditionally waives trial by jury in any civil legal action or proceeding relating to this
Agreement or the Warrant or the transactions contemplated hereby or thereby.

5.6 Notices. Any notice, request, instruction or other document to be given hereunder
by any party to the other will be in writing and will be deemed to have been duly given (a) on the
date of delivery if delivered personally, or by facsimile, upon confirmation of receipt, or (b) on
the second business day following the date of dispatch if delivered by a recognized next day
courier service, All notices to the Company shall be delivered as set forth in Schedule A, or
pursuant to such other instruction as may be designated in writing by the Company to the
Investor. All notices to the Investor shall be delivered as set forth below, or pursuant to such
other instructions as may be designated in writing by the Investor to the Company.

If to the Investor:

United States Department of the Treasury

1500 Pennsylvania Avenue, NW, Room 2312

Washington, D.C. 20220

Attention: Assistant General Counsel (Banking and Finance)
Facsimile: (202) 622-1974

5.7 Definitions

(a) When a reference is made in this Agreement to a subsidiary of a person, the term
“subsidiary” means any corporation, partnership, joint venture, [imited liability company or other
entity (x) of which such person or a subsidiary of such person is a general partner or (y) of which
a majority of the voting securities or other voting interests, or a majority of the securities or other
interests of which having by their terms ordinary voting power to elect a majority of the board of
directors or persons performing similar functions with respect to such entity, is directly or
indirectly owned by such person and/or one or more subsidiaries thereof.

(b) The term “Affilinte” means, with respect to any person, any person directly or
indirectly controlling, controlled by or under common control with, such other person. For
purposes of this definition, “control” (including, with correlative meanings, the terms “controlled
by and “under common control with”) when used with respect to any person, means the
possession, directly or indirectly, of the power to cause the direction of management and/or
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policies of such person, whether through the ownership of voting securities by contract or
otherwise,

(c) The terms “knowledge of the Company” or “Company’s knowledge” mean the
actual knowledge after reasonable and due inquiry of the “officers™ (as such term is defined in
Rule 3b-2 under the Exchange Act, but excluding any Vice President or Secretary) of the
Company.

5.8  Assignment. Neither this Agreement nor any right, remedy, obligation nor
liability arising hereunder or by reason hereof shall be assignable by any party hereto without the
prior written consent of the other party, and any attempt to assign any right, remedy, obligation
or liability hereunder without such consent shall be void, except (a) an assignment, in the case of
a merger, consolidation, statutory share exchange or similar transaction that requires the approval
of the Company’s stockholders (a “Business Combination™) where such party is not the surviving
entity, or a sale of substantially all of its assets, to the entity which is the survivor of such
Business Combination or the purchaser in such sale and (b) as provided in Sections 3.5 and 4.5.

5.9  Severability. If any provision of this Agreement or the Warrant, or the application
thereof to any person or circumstance, is determined by a court of competent jurisdiction to be
invalid, void or unenforceable, the remaining provisions hereof, or the application of such
provision to persons or circumstances other than those as to which it has been held invalid or
unenforceable, will remain in full force and effect and shall in no way be affected, impaired or
invalidated thereby, so long as the economic or legal substance of the transactions contemplated
hereby is not affected in any manner materially adverse to any party. Upon such determination,
the parties shall negotiate in good faith in an effort to agree upon a suitable and equitable
substitute provision to effect the original intent of the parties.

5,10 No Third Party Beneficiaries. Nothing contained in this Agreement, expressed or
implied, is intended to confer upon any person or entity other than the Company and the Investor
any benefit, right or remedies, except that the provisions of Section 4.5 shall inure to the benefit
of the persons referred to in that Section.
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ANNEX A
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[SEE ATTACHED]
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ANNEX A
FORM OF [CERTIFICATE OF DESIGNATIONS]
OF
FIXED RATE CUMULATIVE PERPETUAL PREFERRED STOCK, SERIES [e]

OF
o]

[frsert name of Issuer], a [corporation/bank/banking association] organized and existing
under the laws of the [Insert jurisdiction of organization] (the “Issuer’), in accordance with the
provisions of Section[s] [e] of the [Insert applicable statute] thereof, does hereby certify:

The board of directors of the Issuer (the “Board of Directors™) or an applicable committee
of the Board of Directors, in accordance with the [[certificate of incorporation/articles of
association] and bylaws] of the Issuer and applicable law, adopted the following resolution on
[#] creating a series of @] shares of Preferred Stock of the Issuer designated as “Fixed Rate
Cumulative Perpetual Preferred Stock, Series [#]”.

RESOLVED, that pursuant to the provisions of the [[certificate of incorporation/articles
of association] and the bylaws] of the Issuer and applicable law, a series of Preferred Stock, par
value $[e] per share, of the Issuer be and hereby is created, and that the designation and number
of shares of such series, and the voting and other powers, preferences and relative, participating,
optional or other rights, and the qualifications, limitations and restrictions thereof, of the shares
of such series, are as follows:

Part 1. Designation and Number of Shares. There is hereby created out of the authorized
and unissued shares of preferred stock of the Issuer a series of preferred stock designated as the
“Fixed Rate Cumulative Perpetual Preferred Stock, Series [#]” (the “Designated Preferred
Stock™). The authorized number of shares of Designated Preferred Stock shall be [e].

Part 2. Standard Provisions. The Standard Provisions contained in Schedule A attached
hereto are incorporated herein by reference in their entirety and shall be deemed to be a part of
this [Certificate of Designations] to the same extent as if such provisions had been set forth in
full herein.

Part. 3. Definitions. The following terms are used in this [Certificate of Designations)
(including the Standard Provisions in Schedule A hereto) as defined below:

() “Common Stock™ means the common stock, par value $[®] per share, of the
Issuer.

(b) “Dividend Payment Date” means February 15, May 15, August 15 and November
15 of each year. :
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(c) “Junior Stock” means the Common Stock, [Insert titles of any existing Junior
Stock] and any other class or series of stock of the Issuer the terms of which expressly provide
that it ranks junior to Designated Preferred Stock as to dividend rights and/or as to rights on
liquidation, dissolution or winding up of the Issuer.

(d)  “Liquidation Amount” means ${1,000]' per share of Designated Preferred Stock.

{e) “Minimum Amount” means $[Insert $ amount equal to 25% of the aggregate
value of the Designated Preferred Stock issued on the Original Issue Date].

® “Parity Stock™ means any class or series of stock of the Issuer (other than
Designated Preferred Stock) the terms of which do not expressly provide that such class or series
will rank senior or junior to Designated Preferred Stock as to dividend rights and/or as to rights
_ on liquidation, dissolution or winding up of the Issuer (in each case without regard to whether
dividends accrue cumulatively or non-cumulatively). Without limiting the foregoing, Parity
Stock shall include the Issuer’s [Insert title(s) of existing classes or series of Parity Stock].

(g) “Sipning Date” means [Insert date of applicable securities purchase agreement).

Part. 4. Certain Voting Matters. [Te be inserted if the Charter provides for voting in
proportion to liguidation preferences: Whether the vote or consent of the holders of a plurality,
majority or other portion of the shares of Designated Preferred Stock and any Voting Parity
Stock has been cast or given on any matter on which the holders of shares of Designated
Preferred Stock are entitled to vote shall be determined by the Issuer by reference to the specified
liquidation amount of the shares voted or covered by the consent as if the Issuer were liquidated
on the record date for such vote or consent, if any, or, in the absence of a record date, on the date
for such vote or consent, For purposes of determining the voting rights of the holders of
Designated Preferred Stock under Section 7 of the Standard Provisions forming part of this
[Certificate of Designations], each holder will be entitled to one vote for each $1,000 of
liquidation preference to which such holder’s shares are entitled.] [Te be inserted if the Charter
does not provide for voting in proportion to liguidation preferences: Holders of shares of
Designated Preferred Stock will be entitled to one vote for each such share on any matter on
which holders of Designated Preferred Stock are entitled to vote, including any action by written
consent. ]

[Remainder of Page Intentionally Left Blank]

" If Issuer desires to issue shares with a higher dollar amount liquidation preference, liquidation preference
references will be modified accordingly. In such case {in accordance with Section 4.6 of the Securities
Purchase Agreement), the issuer will be required to enter into a deposit agreement,
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IN WITNESS WHEREOF, [Insert name of Issuer] has caused this [Certificate of
Designations] to be signed by [e], its [e], this [¢] day of [e]. _

[Insert name of Issuer)
By

Name:
Title:
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Schedule A

STANDARD PROVISIONS

Section 1. General Matters. Each share of Designated Preferred Stock shall be identical
in all respects to every other share of Designated Preferred Stock. The Designated Preferred
Stock shall be perpetual, subject to the provisions of Section 5 of these Standard Provisions that
form a part of the Certificate of Designations. The Designated Preferred Stock shall rank equally
with Parity Stock and shall rank senior to Junior Stock with respect to the payment of dividends
and the distribution of assets in the event of any dissolution, liquidation or winding up of the
Issuer. .

Section 2. Standard Definitions. As used herein with respect to Designated Preferred
Stock:

(a) “Applicable Dividend Rate” means (i) during the period from the Original Issue
Date to, but excluding, the first day of the first Dividend Period commencing on or after the fifth
anniversary of the Original Issue Date, 5% per annum and (ii) from and after the first day of the
first Dividend Period commencing on or after the fifth anniversary of the Original Issue Date,
9% per annum, '

(b) “Appropriate Federal Banking Agency” means the “appropriate Federal banking
agency” with respect to the Issuer as defined in Section 3(q) of the Federal Deposit Insurance
Act (12 U.S.C. Section 1813(q)), or any successor provision.

(c) “Business Combination” means a merger, consolidation, statutory share
exchange or similar transaction that requires the approval of the Issuer’s stockholders.

(d) “Business Day” means any day except Saturday, Sunday and any day on which
banking institutions in the State of New York generally are authorized or required by law or
other governmental actions to close.

(e) “Bylaws” means the bylaws of the Issuer, as they may be amended from time to
time,

(f) “Certificate of Designations” means the Certificate of Designations or comparable
instrument relating to the Designated Preferred Stock, of which these Standard Provisions form a
part, as it may be amended from time to time,

(g) “Charter” means the Issuer’s certificate or articles of incorporation, articles of
association, or similar organizational document.

(h) “Dividend Peripd” has the meaning set forth in Section 3(a).

® “Dividend Record Date” has the meaning set forth in Section 3(a).
) “Liquidation Preference™ has the meaning set forth in Section 4(a).
A-l
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(k)  “Original Issue Date” means the date on which shares of Designated Preferred
Stock are first issued.

() “Preferred Director” has the meaning set forth in Section 7(b).

(m)  “Preferred Stock” means any and all series of preferred stock of the Issuer,
including the Designated Preferred Stock. '

(n)  “Qualified Equity Offering” means the sale and issuance for cash by the Issuer to
persons other than the Issuer or any of its subsidiaries after the Original Issue Date of shares of
perpetual Preferred Stock, Common Stock or any combination of such stock, that, in each case,
qualify as and may be included in Tier 1 capital of the Issuer at the time of issuance under the
applicable risk-based capital guidelines of the Issuer’s Appropriate Federal Banking Agency
(other than any such sales and issuances made pursuant to agreements or arrangements entered
into, or pursuant to financing plans which were publicly announced, on or prior to November 17,
2008).

(0)  “Standard Provisions” mean these Standard Provisions that form a part of the
Certificate of Designations relating to the Designated Preferred Stock.

(p) “Successor Preferred Stock™ has the meaning set forth in Section 5(a).

(@)  “Voting Parity Stock” means, with regard to any matter as to which the holders of
Designated Preferred Stock are entitled to vote as specified in Sections 7(a) and 7(b) of these
Standard Provisions that form a part of the Certificate of Designations, any and all series of
Parity Stock upon which like voting rights have been conferred and are exercisable with respect
to such matter.

Section 3. Dividends.

- (@)  Rate. Holders of Designated Preferred Stock shall be entitled to receive, on each
share of Designated Preferred Stock if, as and when declared by the Board of Directors or any
duly authorized committee of the Board of Directors, but only out of assets legally available
therefor, cumulative cash dividends with respect to each Dividend Period (as defined below) at a
rate per annum equal to the Applicable Dividend Rate on (i) the Liquidation Amount per share of
Designated Preferred Stock and (ii) the amount of accrued and unpaid dividends for any prior
Dividend Period on such share of Designated Preferred Stock, if any. Such dividends shall begin
to accrue and be cumulative from the Original Issue Date, shall compound on each subsequent
Dividend Payment Date (i.e., no dividends shall accrue on other dividends unless and until the
first Dividend Payment Date for such other dividends has passed without such other dividends
having been paid on such date) and shall be payable quarterly in arrears on each Dividend
Payment Date, commencing with the first such Dividend Payment Date to occur at least 20
calendar days after the Original Issue Date. In the event that any Dividend Payment Date would
otherwise fall on a day that is not a Business Day, the dividend payment due on that date will be
postponed to the next day that is a Business Day and no additional dividends will accrue as a
result of that postponement. The period from and including any Dividend Payment Date to, but
excluding, the next Dividend Payment Date is a “Dividend Period”, provided that the initial
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Dividend Period shall be the period from and including the Original Issue Date to, but excluding,
the next Dividend Payment Date.

Dividends that are payable on Designated Preferred Stock in respect of any Dividend
Period shall be computed on the basis of a 360-day year consisting of twelve 30-day months, The
amount of dividends payable on Designated Preferred Stock on any date prior to the end of a
Dividend Period, and for the initial Dividend Period, shall be computed on the basis of a 360-day
year consisting of twelve 30-day months, and actual days elapsed over a 30-day month,

Dividends that are payable on Designated Preferred Stock on any Dividend Payment Date
will be payable to holders of record of Designated Preferred Stock as they appear on the stock
register of the Issuer on the applicable record date, which shall be the 15th calendar day
immediately preceding such Dividend Payment Date or such other record date fixed by the
Board of Directors or any duly authorized committee of the Board of Directors that is not more
than 60 nor less than 10 days prior to such Dividend Payment Date (each, a “Dividend Record
Date”). Any such day that is a Dividend Record Date shall be a Dividend Record Date whether
or not such day is a Business Day.

Holders of Designated Preferred Stock shall not be entitled to any dividends, whether
payable in cash, securities or other property, other than dividends (if any) declared and payable
on Designated Preferred Stock as specified in this Section 3 (subject to the other provisions of
the Certificate of Designations).

(b)  Priority of Dividends. So long as any share of Designated Preferred Stock
remains outstanding, no dividend or distribution shall be declared or paid on the Common Stock
or any other shares of Junior Stock (other than dividends payable solely in shares of Common
Stock) or Parity Stock, subject to the immediately following paragraph in the case of Parity
Stock, and no Common Stock, Junior Stock or Parity Stock shall be, directly or indirectly,
purchased, redeemed or otherwise acquired for consideration by the Issuer or any of its
subsidiaries unless all accrued and unpaid dividends for all past Dividend Periods, including the
latest completed Dividend Period (including, if applicable as provided in Section 3(a) above,
dividends on such amount), on all outstanding shares of Designated Preferred Stock have been or
are contemporaneously declared and paid in full (or have been declared and a sum sufficient for
the payment thereof has been set aside for the benefit of the holders of shares of Designated
Preferred Stock on the applicable record date). The foregoing limitation shall not apply to (i)
redemptions, purchases or other acquisitions of shares of Common Stock or other Junior Stock in
connection with the administration of any employee benefit plan in the ordinary course of
business and consistent with past practice; (ii) the acquisition by the Issuer or any of its
subsidiaries of record ownership in Junior Stock or Parity Stock for the beneficial ownership of
any other persons (other than the Issuer or any of its subsidiaries), including as trustees or
custodians; and (iit) the exchange or conversion of Junior Stock for or into other Junior Stock or
of Parity Stock for or into other Parity Stock (with the same or lesser aggregate liquidation
amount) or Junior Stock, in each case, solely to the extent required pursuant to binding
contractual agreements entered into prior to the Signing Date or any subsequent agreement for
the accelerated exercise, settlement or exchange thereof for Common Stock.
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When dividends are not paid (or declared and a sum sufficient for payment thereof set
aside for the benefit of the holders thereof on the applicable record date) on any Dividend
Payment Date (or, in the case of Parity Stock having dividend payment dates different from the
Dividend Payment Dates, on a dividend payment date falling within a Dividend Period related to
such Dividend Payment Date) in full upon Designated Preferred Stock and any shares of Parity
Stock, all dividends declared on Designated Preferred Stock and all such Parity Stock and
payable on such Dividend Payment Date (or, in the case of Parity Stock having dividend
payment dates different from the Dividend Payment Dates, on a dividend payment date falling
within the Dividend Period related to such Dividend Payment Date) shall be declared pro rata so
that the respective amounts of such dividends declared shall bear the same ratio to each other as
all accrued and unpaid dividends per share on the shares of Designated Preferred Stock
(including, if applicable as provided in Section 3(a) above, dividends on such amount) and all
Parity Stock payable on such Dividend Payment Date (or, in the case of Parity Stock having
dividend payment dates different from the Dividend Payment Dates, on a dividend payment date
falling within the Dividend Period related to such Dividend Payment Date) (subject to their
having been declared by the Board of Directors or a duly authorized committee of the Board of
Directors out of legally available funds and including, in the case of Parity Stock that bears
cumulative dividends, all accrued but unpaid dividends) bear to each other. If the Board of
Directors or a duly authorized committee of the Board of Directors determines not to pay any
dividend or a full dividend on a Dividend Payment Date, the Issuer will provide written notice to
the holders of Designated Preferred Stock prior to such Dividend Payment Date.

Subject to the foregoing, and not otherwise, such dividends (payable in cash, securities or
other property) as may be determined by the Board of Directors or any duly authorized
committee of the Board of Directors may be declared and paid on any securities, including
Common Stock and other Junior Stock, from time to time out of any funds legally available for
such payment, and holders of Designated Preferred Stock shall not be entitled to participate in
any such dividends.

Section 4, Liquidation Rights.
(a) Voluntary or Involuntary Liquidation. In the event of any liquidation, dissolution

or winding up of the affairs of the Issuer, whether voluntary or involuntary, holders of
Designated Preferred Stock shall be entitled to receive for each share of Designated Preferred
Stock, out of the assets of the Issuer or proceeds thereof (whether capital or surplus) available for
distribution to stockholders of the Issuer, subject to the rights of any creditors of the Issuer,
before any distribution of such assets or proceeds is made to or set aside for the holders of
Common Stock and any other stock of the Issuer ranking junior to Designated Preferred Stock as
to such distribution, payment in full in an amount equal to the sum of (i) the Liquidation Amount
per share and (ii) the amount of any accrued and unpaid dividends (including, if applicable as
provided in Section 3(a) above, dividends on such amount), whether or not declared, to the date
of payment (such amounts collectively, the “Liquidation Preference”).

(b)  Partial Payment. If in any distribution described in Section 4(a) above the assets
" of the Issuer or proceeds thereof are not sufficient to pay in full the amounts payable with respect
to all outstanding shares of Designated Preferred Stock and the corresponding amounts payable
with respect of any other stock of the Issuer ranking equally with Designated Preferred Stock as
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to such distribution, holders of Designated Preferred Stock and the holders of such other stock
shall share ratably in any such distribution in proportion to the full respective distributions to
which they are entitled.

(c) Residual Distributions. If the Liquidation Preference has been paid in full to all
holders of Designated Preferred Stock and the corresponding amounts payable with respect of
any other stock of the Issuer ranking equally with Designated Preferred Stock as to such
distribution has been paid in full, the holders of other stock of the Issuer shall be entitled to
receive all remaining assets of the Issuer {or proceeds thereof) according to their respective rights
and preferences.

(d) Merger, Consolidation and Sale of Assets Not Liquidation. For purposes of this
Section 4, the merger or consolidation of the Issuer with any other corporation or other entity,
including a merger or consolidation in which the holders of Designated Preferred Stock receive
cash, securities or other property for their shares, or the sale, lease or exchange (for cash,
securities or other property) of all or substantially all of the assets of the Tssuer, shall not
constitute a liquidation, dissolution or winding up of the Issuer.

Section 5. Redemption.

(a) Optional Redemption, Except as provided below, the Designated Preferred Stock
may not be redeemed prior to the first Dividend Payment Date falling on or after the third
anniversary of the Original Issue Date. On or after the first Dividend Payment Date falling on or
after the third anniversary of the Original Issue Date, the Issuer, at its option, subject to the
approval of the Appropriate Federal Banking Agency, may redeem, in whole or in part, at any
time and from time to time, out of funds legally available therefor, the shares of Designated
Preferred Stock at the time outstanding, upon notice given as provided in Section 5(c) below, at a
redemption price equal to the sum of (i) the Liquidation Amount per share and (ii) except as
otherwise provided below, any accrued and unpaid dividends (including, if applicable as
provided in Section 3(a) above, dividends on such amount) (regardless of whether any dividends
are actually declared) to, but excluding, the date fixed for redemption.

Notwithstanding the foregoing, prior to the first Dividend Payment Date falling on or
after the third anniversary of the Original Issue Date, the Issuer, at its option, subject to the
approval of the Appropriate Federal Banking Agency, may redeem, in whole or in part, at any
time and from time to time, the shares of Designated Preferred Stock at the time outstanding,
upon notice given as provided in Section 5(c) below, at a redemption price equal to the sum of (i)
the Liquidation Amount per share and (i) except as otherwise provided below, any accrued and
unpaid dividends {including, if applicable as provided in Section 3(a) above, dividends on such
amount) (regardless of whether any dividends are actually declared) to, but excluding, the date
fixed for redemption; provided that (x) the Issuer (or any successor by Business Combination)-
has received aggregate gross proceeds of not less than the Minimum Amount (plus the
“Minimum Amount” as defined in the relevant certificate of designations for each other
outstanding series of preferred stock of such successor that was originally issued to the United
States Department of the Treasury (the “Successor Preferred Stock™) in connection with the
Troubled Asset Relief Program Capital Purchase Program) from one or more Qualified Equity
Offerings (including Qualified Equity Offerings of such successor), and (y) the aggregate
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redemption price of the Designated Preferred Stock (and any Successor Preferred Stock)

* redeemed pursuant to this paragraph may not exceed the aggregate net cash proceeds received by
the Issuer (or any successor by Business Combination) from such Qualified Equity Offerings
(including Qualified Equity Offerings of such successor).

The redemption price for any shares of Designated Preferred Stock shall be payable on -
the redemption date to the holder of such shares against surrender of the certificate(s) evidencing
such shares to the Issuer or its agent. Any declared but unpaid dividends payable on a
redemption date that occurs subsequent to the Dividend Record Date for a Dividend Period shall
not be paid to the holder entitled to receive the redemption price on the redemption date, but
rather shall be paid to the holder of record of the redeemed shares on such Dividend Record Date
relating to the Dividend Payment Date as provided in Section 3 above.

(b)  No Sinking Fund. The Designated Preferred Stock will not be subject to any
mandatory redemption, sinking fund or other similar provisions. Holders of Designated Preferred
Stock will have no right to require redemption or repurchase of any shares of Designated
Preferred Stock.

(©) Notice of Redemption. Notice of every redemption of shares of Designated
Preferred Stock shall be given by first class mail, postage prepaid, addressed to the holders of
record of the shares to be redeemed at their respective last addresses appearing on the books of
the Issuer. Such mailing shall be at least 30 days and not more than 60 days before the date fixed
for redemption. Any notice mailed as provided in this Subsection shall be conclusively presumed
to have been duly given, whether or not the holder receives such notice, but failure duly to give
such notice by mail, or any defect in such notice or in the mailing thereof, to any holder of shares
of Designated Preferred Stock designated for redemption shall not affect the validity of the
proceedings for the redemption of any other shares of Designated Preferred Stock.
Notwithstanding the foregoing, if shares of Designated Preferred Stock are issued in book-entry
form through The Depository Trust Company or any other similar facility, notice of redemption
may be given to the holders of Designated Preferred Stock at such time and in any manner
permitted by such facility. Each notice of redemption given to a holder shall state: (1) the
redemption date; (2) the number of shares of Designated Preferred Stock to be redeemed and, if
less than all the shares held by such holder are to be redeemed, the number of such shares to be
redeemed from such holder; (3) the redemption price; and (4) the place or places where
certificates for such shares are to be surrendered for payment of the redemption price.

(d)  Partial Redemption. In case of any redemption of part of the shares of Designated
Preferred Stock at the time outstanding, the shares to be redeemed shall be selected either pro
rata or in such other manner as the Board of Directors or a duly authorized committee thereof
may determine to be fair and equitable. Subject to the provisions hereof, the Board of Directors
or a duly authorized committee thereof shall have full power and authority to prescribe the terms
and conditions upon which shares of Designated Preferred Stock shall be redeemed from time to
time. If fewer than all the shares represented by any certificate are redeemed, a new certificate
shall be issued representing the unredeemed shares without charge to the holder thereof.

(e)  Effectiveness of Redemption. If notice of redemption has been duly given and if
on or before the redemption date specified in the notice all funds necessary for the redemption
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have been deposited by the Issuer, in trust for the pro rata benefit of the holders of the shares
called for redemption, with a bank or trust company doing business in the Borough of
Manbhattan, The City of New York, and having a capital and surplus of at least $500 miliion and
selected by the Board of Directors, so as to be and continue to be available solely therefor, then,
notwithstanding that any certificate for any share so called for redemption has not been
surrendered for cancellation, on and after the redemption date dividends shall cease to accrue on
all shares so called for redemption, all shares so called for redemption shall no longer be deemed
outstanding and all rights with respect to such shares shall forthwith on such redemption date
cease and terminate, except only the right of the holders thereof to receive the amount payable on
such redemption from such bank or trust company, without interest. Any funds unclaimed at the
end of three years from the redemption date shall, to the extent permitted by law, be released to
the Issuer, after which time the holders of the shares so called for redemption shall look only to
the Issuer for payment of the redemption price of such shares.

5 Status of Redeemed Shares. Shares of Designated Preferred Stock that are
redeemed, repurchased or otherwise acquired by the Issuer shall revert to authorized but unissued
shares of Preferred Stock (provided that any such cancelled shares of Designated Preferred Stock
may be reissued only as shares of any series of Preferred Stock other than Designated Preferred
Stock).

Section 6. Conversion. Holders of Designated Preferred Stock shares shall have no right
to exchange or convert such shares into any other securities.

Section 7. Voting Rights.

(a) General. The holders of Designated Preferred Stock shall not have any voting
rights except as set forth below or as otherwise from time to time required by law.

(b Preferred Stock Directors. Whenever, at any time or times, dividends payable on
the shares of Designated Preferred Stock have not been paid for an aggregate of six quarterly
Dividend Periods or more, whether or not consecutive, the authorized number of directors of the
Issuer shall automatically be increased by two and the holders of the Designated Preferred Stock
shall have the right, with holders of shares of any one or more other classes or series of Voting
Parity Stock outstanding at the time, voting together as a class, to elect two directors (hereinafter
the “Preferred Directors” and each a “Preferred Director ™) to fill such newly created
directorships at the Issuer’s next annual meeting of stockholders (or at a special meeting called
for that purpose prior to such next annual meeting) and at each subsequent annual meeting of
stockholders until all accrued and unpaid dividends for all past Dividend Periods, including the
latest completed Dividend Period (including, if applicable as provided in Section 3(a) above,
dividends on such amount), on all outstanding shares of Designated Preferred Stock have been
declared and paid in full at which time such right shall terminate with respect to the Designated
Preferred Stock, except as herein or by law expressly provided, subject to revesting in the event

“of each and every subsequent default of the character above mentioned; provided that it shall be
a qualification for election for any Preferred Director that the election of such Preferred Director
shall not cause the Issuer to violate any corporate governance requirements of any securities
exchange or other trading facility on which securities of the Issuer may then be listed or traded
that listed or traded companies must have a majority of independent directors. Upon any
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termination of the right of the holders of shares of Designated Preferred Stock and Voting Parity
Stock as a class to vote for directors as provided above, the Preferred Directors shall cease to be
qualified as directors, the term of office of all Preferred Directors then in office shall terminate
immediately and the authorized number of directors shall be reduced by the number of Preferred
Directors elected pursuant hereto. Any Preferred Director may be removed at any time, with or
without cause, and any vacancy created thereby may be filled, only by the affirmative vote of the
holders a majority of the shares of Designated Preferred Stock at the time outstanding voting
separately as a class together with the holders of shares of Voting Parity Stock, to the extent the
voting rights of such holders described above are then exercisable. If the office of any Preferred
Director becomes vacant for any reason other than removal from office as aforesaid, the
remaining Preferred Director may choose a successor who shall hold office for the unexpired
term in respect of which such vacancy occurred.

{c) Class Voting Rights as to Particular Matters, So long as any shares of Designated
Preferred Stock are outstanding, in addition to any other vote or consent of stockholders required
by law or by the Charter, the vote or consent of the holders of at least 66 2/3% of the shares of
Designated Preferred Stock at the time outstanding, voting as a separate class, given in person or
by proxy, either in writing without a meeting or by vote at any meeting called for the purpose,
shall be necessary for effecting or validating:

(i) Authorization of Senior Stock. Any amendment or alteration of the
Certificate of Designations for the Designated Preferred Stock or the Charter to authorize
or create or increase the authorized amount of, or any issuance of, any shares of, or any
securities convertible into or exchangeable or exercisable for shares of, any class or series
of capital stock of the [ssuer ranking senior to Designated Preferred Stock with respect to
either or both the payment of dividends and/or the distribution of assets on any
liquidation, dissolution or winding up of the Issuer;

(i1 Amendment of Designated Preferred Stock. Any amendment, alteration
or repeal of any provision of the Certificate of Designations for the Designated Preferred
Stock or the Charter (including, unless no vote on such merger or consolidation is
required by Section 7(c)(iii) below, any amendment, alteration or repeal by means of a
merger, consolidation or otherwise) so as to adversely affect the rights, preferences,
privileges or voting powers of the Designated Preferred Stock; or

(iii)  Share Exchanges. Reclassifications. Mergers and Consolidations. Any
consummation of a binding share exchange or reclassification involving the Designated
Preferred Stock, or of a merger or consolidation of the Issuer with another corporation or
other entity, unless in each case (x) the shares of Designated Preferred Stock remain
outstanding or, in the case of any such merger or consolidation with respect to which the
Issuer is not the surviving or resulting entity, are converted into or exchanged for
preference securities of the surviving or resulting entity or its ultimate parent, and (y)
such shares remaining outstanding or such preference securities, as the case may be, have
such rights, preferences, privileges and voting powers, and limitations and restrictions
thereof, taken as a whole, as are not materially less favorable to the holders thereof than
the rights, preferences, privileges and voting powers, and limitations and restrictions
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thereof, of Designated Preferred Stock immediately prior to such consummation, taken as
a whole;

provided, however, that for all purposes of this Section 7(c), any increase in the amount of the
authorized Preferred Stock, including any increase in the authorized amount of Designated
Preferred Stock necessary to satisfy preemptive or similar rights granted by the Issuer to other
persons prior to the Signing Date, or the creation and issuance, or an increase in the authorized or
1ssued amount, whether pursuant to preemptive or similar rights or otherwise, of any other series
of Preferred Stock, or any securities convertible into or exchangeable or exercisable for any other
sertes of Preferred Stock, ranking equally with and/or junior to Designated Preferred Stock with
respect to the payment of dividends (whether such dividends are cumulative or non-cumulative)
and the distribution of assets upon liquidation, dissolution or winding up of the Issuer will not be
deemed to adversely affect the rights, preferences, privileges or voting powers, and shall not
require the affirmative vote or consent of, the holders of outstanding shares of the Designated
Preferred Stock.

(dy  Changes after Provision for Redemption. No vote or consent of the holders of
Designated Preferred Stock shall be required pursuant to Section 7(c) above if, at or prior to the
time when any such vote or consent would otherwise be required pursuant to such Section, all
outstanding shares of the Designated Preferred Stock shall have been redeemed, or shall have
been called for redemption upon proper notice and sufficient funds shall have been deposited in
trust for such redemption, in each case pursuant to Section 5 above.

(e) Procedures for Voting and Consents. The rules and procedures for calling and
conducting any meeting of the holders of Designated Preferred Stock (including, without
limitation, the fixing of a record date in connection therewith), the solicitation and use of proxies
at such a meeting, the obtaining of written consents and any other aspect or matter with regard to
such a meeting or such consents shall be governed by any rules of the Board of Directors or any
duly authorized committee of the Board of Directors, in its discretion, may adopt from time to
time, which rules and procedures shall conform to the requirements of the Charter, the Bylaws,
and applicable law and the rules of any national securities exchange or other trading facility on
which Designated Preferred Stock is listed or traded at the time.

Section 8. Record Holders. To the fullest extent permitted by applicable law, the Issuer
and the transfer agent for Designated Preferred Stock may deem and treat the record holder of
any share of Designated Preferred Stock as the true and lawful owner thereof for all purposes,
and neither the Issuer nor such transfer agent shall be affected by any notice to the contrary.

Section 9. Notices. All notices or communications in respect of Designated Preferred
Stock shall be sufficiently given if given in writing and delivered in person or by first class mail,
postage prepaid, or if given in such other manner as may be permitted in this Certificate of
Designations, in the Charter or Bylaws or by applicable law. Notwithstanding the foregoing, if
shares of Designated Preferred Stock are issued in book-entry form through The Depository
Trust Company or any similar facility, such notices may be given to the holders of Designated
Preferred Stock in any manner permitted by such facility.
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Section 10. No Preemptive Rights. No share of Designated Preferred Stock shall have
any rights of preemption whatsoever as to any securities of the Issuer, or any warrants, rights or
options issued or granted with respect thereto, regardless of how such securities, or such
warrants, rights or options, may be designated, issued or granted.

Section 11. Replacement Certificates. The Issuer shall replace any mutilated certificate at
‘the holder’s expense upon surrender of that certificate to the Issuer. The Issuer shall replace
certificates that become destroyed, stolen or lost at the holder’s expense upon delivery to the
Issuer of reasonably satisfactory evidence that the certificate has been destroyed, stolen or lost,
together with any indemnity that may be reasonably required by the Issuer.

Section 12. Other Rights. The shares of Designated Preferred Stock shall not have any
rights, preferences, privileges or voting powers or relative, participating, optional or other special
rights, or qualifications, limitations or restrictions thereof, other than as set forth herein or in the
Charter or as provided by applicable law.
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ANNEX B
FORM OF [CERTIFICATE OF DESIGNATIONS]
OF
FIXED RATE CUMULATIVE PERPETUAL PREFERRED STOCK, SERIES [e]

OF
[¢]

[Insert name of Issuer), a [corporation/bank/banking association] organized and existing
under the laws of the [Insert jurisdiction of organization) (the “Issuer™), in accordance with the
provisions of Section[s] [®] of the [Insert applicable statute] thereof, does hereby certify:

The board of directors of the Issuer (the “Board of Directors™) or an applicable committee
of the Board of Directors, in accordance with the [[certificate of incorporation/articles of
association] and bylaws] of the Issuer and applicable law, adopted the following resolution on
[#] creating a series of [#] shares of Preferred Stock of the Issuer designated as “Fixed Rate
Cumulative Perpetual Preferred Stock, Series [@]”.

RESOLVED, that pursuant to the provisions of the [[certificate of incorporation/articles
of association] and the bylaws] of the Issuer and applicable law, a series of Preferred Stock, par
value $[e] per share, of the Issuer be and hereby is created, and that the designation and number
of shares of such series, and the voting and other powers, preferences and relative, participating,
optional or other rights, and the qualifications, limitations and restrictions thereof, of the shares
of such series, are as follows:

Part 1. Designation and Number of Shares. There is hereby created out of the authorized
and unissued shares of preferred stock of the Issuer a series of preferred stock designated as the
“Fixed Rate Cumulative Perpetual Preferred Stock, Series [®]” (the “Designated Preferred
Stock™). The authorized number of shares of Designated Preferred Stock shall be [e].

Part 2. Standard Provisions. The Standard Provisions contained in Schedule A attached
hereto are incorporated herein by reference in their entirety and shall be deemed to be a part of
this [Certificate of Designations] to the same extent as if such provisions had been set forth in
full herein.

Part. 3. Definitions. The following terms are used in this [Certificate of De51gnat10ns]
(including the Standard Provisions in Schedule A hereto) as defined below:

(a) “Comimon Stock”™ means the common stock, par value $[e] per share, of the

Issuer.

(b) “Dividend Payment Date” means February 15, May 15, August 15 and November
15 of each year. '
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(©) “Junior Stock” means the Common Stock, [Insert titles of any existing Junior
Stock] and any other class or series of stock of the Issuer the terms of which expressly provide
that it ranks junior to Designated Preferred Stock as to dividend rights and/or as to rights on
liquidation, dissolution or winding up of the Issuer.

(d) “Liquidation Amount” means $[1,000]" per share of Designated Preferred Stock.

(e) “Minimum Amount” means $[Insert § amount equal to 25% of the aggregate
value of the Designated Preferred Stock issued on the Original Issue Date].

(D) “Parity Stock” means any class or series of stock of the Issuer (other than
Designated Preferred Stock) the terms of which do not expressly provide that such class or series
will rank senjor or junior to Designated Preferred Stock as to dividend rights and/or as to rights
on liquidation, dissolution or winding up of the Issuer (in each case without regard to whether
dividends accrue cumulatively or non-cumulatively). Without limiting the foregoing, Parity
Stock shall include the Issuer’s UST Preferred Stock [and] [Insert title(s) of any other classes or
series of Parity Stock].

(2) “Signing Date” means [Insert date of applicable securities purchase agreement].

(h) “UST Preferred Stock™ means the Issuer’s Fixed Rate Cumulative Perpetual
Preferred Stock, Series [®].

Part. 4. Certain Voting Matters. [To be inserted if the Charter provides for voting in
proportion to liquidation preferences: Whether the vote or consent of the holders of a plurality,
majority or other portion of the shares of Designated Preferred Stock and any Voting Parity
Stock has been cast or given on any matter on which the holders of shares of Designated
Preferred Stock are entitled to vote shall be determined by the Issuer by reference to the specified
liquidation amount of the shares voted or covered by the consent as if the Issuer were liquidated
on the record date for such vote or consent, if any, or, in the absence of a record date, on the date
for such vote or consent. For purposes of determining the voting rights of the holders of
Designated Preferred Stock under Section 7 of the Standard Provisions forming part of this
ICertificate of Designations], each holder will be entitled to one vote for each $1,000 of
liquidation preference to which such holder’s shares are entitled.] [To be inserted if the Charter
does not provide for voting in proportion to liguidation preferences: Holders of shares of
Designated Preferred Stock will be entitled to one vote for each such share on any matter on
which holders of Designated Preferred Stock are entitled to vote, including any action by written
consent.] '

[Remainder of Page Intentionally Left Blank)

! If Issuer desires to issue shares with a higher dollar amount liquidation preference, liquidation preference
references will be modified accordingly. In such case (in accordance with Section 4.6 of the Securities
Purchase Agreement), the issuer will be required to enter into a deposit agreement,
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IN WITNESS WHEREOQF, [Insert name of Issuer] has caused this [Certificate of
Designations] to be signed by [e], its {®], this [e] day of [e].

[Insert name of Issuer|
By:

Name:
Title:

095331-0002-11515-NY02.2693646.7



Schedule A

STANDARD PROVISIONS

Section 1. General Matters, Each share of Designated Preferred Stock shall be identical
in all respects to every other share of Designated Preferred Stock. The Designated Preferred
Stock shall be perpetual, subject to the provisions of Section 5 of these Standard Provisions that
form a part of the Certificate of Designations. The Designated Preferred Stock shall rank equally
with Parity Stock and shall rank senior to Junior Stock with respect to the payment of dividends
and the distribution of assets in the event of any dissolution, liquidation or winding up of the
Issuer.

Section 2. Standard Definitions. As used herein with respect to Designated Preferred
Stock:

(a) “Appropriate Federal Banking Agency” means the “appropriate Federal banking
agency” with respect to the Issuer as defined in Section 3(q) of the Federal Deposit Insurance
Act (12 U.S.C. Section 1813(q)), or any successor provision.

(b) “Business Combination” means a merger, consolidation, statutory share
exchange or similar transaction that requires the approval of the Issuer’s stockholders.

(c) “Business Day” means any day except Saturday, Sunday and any day on which
banking institutions in the State of New York generally are authorized or required by law or
other governmental actions to close.

(d) “Bylaws” means the bylaws of the Issuer, as they may be amended from time to
time.

(e) “Certificate of Designations™ means the Certificate of Designations or comparable
instrument relating to the Designated Preferred Stock, of which these Standard Provisions form a
part, as it may be amended from time to time.

(f) “Charter” means the Issuer’s certificate or articles of incorporation, articles of
association, or similar organizational document.

() “Dividend Period” has the meaning set forth in Section 3(a).

(hy  “Dividend Record Date” has the meaning set forth in Section 3(a),

) “Liquidation Prefergnce” has the meaning set forth in Section 4(a).

) “Original Issue Date” means the date on which shares of Designated Preferred
Stock are first issued. '

(k) “Preferred Director” has the meaning set forth in Section 7(b).
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: (D “Preferred Stock™ means any and all series of preferred stock of the Issuer,
including the Designated Preferred Stock.

(m)  “Qualified Equity Offering” means the sale and issuance for cash by the Issuer to
persons other than the Issuer or any of its subsidiaries after the Original Issue Date of shares of
perpetual Preferred Stock, Common Stock or any combination of such stock, that, in each case,
qualify as and may be included in Tier 1 capital of the Issuer at the time of issuance under the
applicable risk-based capital guidelines of the Issuer’s Appropriate Federal Banking Agency
(other than any such sales and issuances made pursuant to agreements or arrangements entered
into, or pursuant to financing plans which were publicly announced, on or prior to November 17,
2008).

(n) “Standard Provisions™ mean these Standard Provisions that form a part of the
Certificate of Designations relating to the Designated Preferred Stock.

(0)  “Successor Preferred Stock” has the meaning set forth in Section 5(a).

(p)  “Voting Parity Stock” means, with regard to any matter as to which the holders of
- Designated Preferred Stock are entitled to vote as specified in Sections 7(a) and 7(b) of these
Standard Provisions that form a part of the Certificate of Designations, any and all series of
Parity Stock upon which like voting rights have been conferred and are exercisable with respect
to such matter.

Section 3. Dividends.

(a) Rate. Holders of Designated Preferred Stock shall be entitled to receive, on each

. share of Designated Preferred Stock if, as and when declared by the Board of Directors or any
duly authorized committee of the Board of Directors, but only out of assets legally available
therefor, cumulative cash dividends with respect to each Dividend Period (as defined below) at a
per annum rate of 9.0% on (i) the Liquidation Amount per share of Designated Preferred Stock
and (i) the amount of accrued and unpaid dividends for any prior Dividend Period on such share
of Designated Preferred Stock, if any. Such dividends shall begin to accrue and be cumulative
from the Original Issue Date, shall compound on each subsequent Dividend Payment Date (i.e.,
no dividends shall accrue on other dividends unltess and until the first Dividend Payment Date for
such other dividends has passed without such other dividends having been paid on such date) and
shall be payable quarterly in arrears on each Dividend Payment Date, commencing with the first
such Dividend Payment Date to occur at least 20 calendar days after the Original Issue Date. In
the event that any Dividend Payment Date would otherwise fall on a day that is not a Business
Day, the dividend payment due on that date will be postponed to the next day that is a Business
Day and no additional dividends will accrue as a result of that postponement. The period from
and including any Dividend Payment Date to, but excluding, the next Dividend Payment Date is
a “Dividend Period”, provided that the initial Dividend Period shall be the period from and
including the Original Issue Date to, but excluding, the next Dividend Payment Date.

Dividends that are payable on Designated Preferred Stock in respect of any Dividend
-Period shall be computed on the basis of a 360-day year consisting of twelve 30-day months. The
amount of dividends payable on Designated Preferred Stock on any date prior to the end of a
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Dividend Period, and for the initial Dividend Period, shall be computed on the basis of a 360-day
year consisting of twelve 30-day months, and actual days elapsed over a 30-day month.

Dividends that are payable on Designated Preferred Stock on any Dividend Payment Date
will be payable to holders of record of Designated Preferred Stock as they appear on the stock
register of the Issuer on the applicable record date, which shall be the 15th calendar day
immediately preceding such Dividend Payment Date or such other record date fixed by the
Board of Directors or any duly authorized committee of the Board of Directors that is not more
than 60 nor less than 10 days prior to such Dividend Payment Date (each, a “Dividend Record
Date™). Any such day that is a Dividend Record Date shall be a Dividend Record Date whether
or not such day is a Business Day. .

Holders of Designated Preferred Stock shall not be entitled to any dividends, whether
payable in cash, securities or other property, other than dividends (if any) declared and payable
on Designated Preferred Stock as specified in this Section 3 (subject to the other provisions of
the Certificate of Designations).

(b)  Priority of Dividends. So long as any share of Designated Preferred Stock
remains outstanding, no dividend or distribution shall be declared or paid on the Common Stock
or any other shares of Junior Stock (other than dividends payable solely in shares of Common
Stock) of Parity Stock, subject to the immediately following paragraph in the case of Parity
Stock, and no Common Stock, Junior Stock or Parity Stock shall be, directly or indirectly,
purchased, redeemed or otherwise acquired for consideration by the Issuer or any of its
subsidiaries unless all accrued and unpaid dividends for all past Dividend Periods, including the |
latest completed Dividend Period (including, if applicable as provided in Section 3(a) above,
dividends on such amount), on all outstanding shares of Designated Preferred Stock have been or
are contemporaneously declared and paid in full (or have been declared and a sum sufficient for
the payment thereof has been set aside for the benefit of the holders of shares of Designated
Preferred Stock on the applicable record date). The foregoing limitation shall not apply to (i}
redemptions, purchases or other acquisitions of shares of Common Stock or other Junior Stock in
connection with the administration of any employee benefit plan in the ordinary course of
business and consistent with past practice; (ii) the acquisition by the Issuer or any of its
subsidiaries of record ownership in Junior Stock or Parity Stock for the beneficial ownership of
any other persons (other than the Issuer or any of its subsidiaries), including as trustees or
custodians; and (iii) the exchange or conversion of Junior Stock for or into other Junior Stock or
of Parity Stock for or into other Parity Stock (with the same or lesser aggregate liquidation
amount) or Junior Stock, in each case, solely to the extent required pursuant to binding
contractual agreements entered into prior to the Signing Date or any subsequent agreement for
the accelerated exercise, settlement or exchange thereof for Common Stock.

When dividends are not paid (or declared and a sum sufficient for payment thereof set
aside for the benefit of the holders thereof on the applicable record date) on any Dividend
Payment Date (or, in the case of Parity Stock having dividend payment dates different from the
Dividend Payment Dates, on a dividend payment date falling within a Dividend Period related to
such Dividend Payment Date) in full upon Designated Preferred Stock and any shares of Parity
Stock, all dividends declared on Designated Preferred Stock and all such Parity Stock and
payable on such Dividend Payment Date (or, in the case of Parity Stock having dividend
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payment dates different from the Dividend Payment Dates, on a dividend payment date falling
within the Dividend Period related to such Dividend Payment Date) shall be declared pro rata so
that the respective amounts of such dividends declared shall bear the same ratio to each other as -
all accrued and unpaid dividends per share on the shares of Designated Preferred Stock
(including, if applicable as provided in Section 3(a) above, dividends on such amount) and all
Parity Stock payable on such Dividend Payment Date (or, in the case of Parity Stock having
dividend payment dates different from the Dividend Payment Dates, on a dividend payment date
falling within the Dividend Period related to such Dividend Payment Date) (subject to their
having been declared by the Board of Directors or a duly authorized committee of the Board of
Directors out of legally available funds and including, in the case of Parity Stock that bears
cumulative dividends, all accrued but unpaid dividends) bear to each other. If the Board of
Directors or a duly authorized committee of the Board of Directors determines not to pay any
dividend or a full dividend on a Dividend Payment Date, the Issuer will provide written notice to
the holders of Designated Preferred Stock prior to such Dividend Payment Date.

Subject to the foregoing, and not otherwise, such dividends (payable in cash, securities or
other property) as may be determined by the Board of Directors or any duly authorized
committee of the Board of Directors may be declared and paid on any securities, including
Common Stock and other Junior Stock, from time to time out of any funds legally available for
such payment, and holders of Designated Preferred Stock shall not be entitled to participate in
any such dividends. '

Section 4. Liguidation Rights.

(a) Voluntary or Involuntary Liquidation. In the event of any liquidation, dissolution
or winding up of the affairs of the Issuer, whether voluntary or involuntary, holders of
Designated Preferred Stock shall be entitled to receive for each share of Designated Preferred
Stock, out of the assets of the Issuer or proceeds thereof (whether capital or surplus) available for
distribution to stockholders of the Issuer, subject to the rights of any creditors of the Issuer,
before any distribution of such assets or proceeds is made to or set aside for the holders of
Common Stock and any other stock of the Issuer ranking junior to Designated Preferred Stock as
to such distribution, payment in full in an amount equal to the sum of (i) the Liquidation Amount
per share and (ii) the amount of any accrued and unpaid dividends (including, if applicable as
provided in Section 3(a) above, dividends on such amount), whether or not declared, to the date
of payment (such amounts collectively, the “Liquidation Preference”).

1) Partial Payment. If in any distribution described in Section 4(a) above the assets
of the Issuer or proceeds thereof are not sufficient to pay in full the amounts payable with respect
to all outstanding shares of Designated Preferred Stock and the corresponding amounts payable
with respect of any other stock of the Issuer ranking equally with Designated Preferred Stock as
to such distribution, holders of Designated Preferred Stock and the holders of such other stock
shall share ratably in any such distribution in proportion to the full respective distributions to
which they are entitled.

(¢)  Residual Distributions. If the Liquidation Preference has been paid in full to all
holders of Designated Preferred Stock and the corresponding amounts payable with respect of
any other stock of the Issuer ranking equally with Designated Preferred Stock as to such
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distribution has been paid in full, the holders of other stock of the Issuer shall be entitled to
receive all remaining assets of the Issuer (or proceeds thereof) according to their respective rights
and preferences. :

(d)  Merger. Consolidation and Sale of Assets Not Liguidation. For purposes of this
Section 4, the merger or consolidation of the Issuer with any other corporation or other entity,
including a merger or consolidation in which the holders of Designated Preferred Stock receive
cash, securities or other property for their shares, or the sale, lease or exchange (for cash,
securities or other property) of all or substantially all of the assets of the Issuer, shall not
constitute a liquidation, dissolution or winding up of the Issuer.

Section 5. Redemption.

(a) Optional Redemption. Except as provided below, the Designated Preferred Stock
may not be redeemed prior to the later of (i) first Dividend Payment Date falling on or after the
third anniversary of the Original Issue Date; and (ii) the date on which all outstanding shares of
UST Preferred Stock have been redeemed, repurchased or otherwise acquired by the Issuer. On
or after the first Dividend Payment Date falling on or after the third anniversary of the Original
Issue Date, the Issuer, at its option, subject to the approval of the Appropriate Federal Banking
Agency, may redeem, in whole or in part, at any time and from time to time, out of funds legally
available therefor, the shares of Designated Preferred Stock at the time outstanding, upon notice
given as provided in Section 5(c) below, at a redemption price equal to the sum of (i) the
Liquidation Amount per share and (ii) except as otherwise provided below, any accrued and
unpaid dividends (including, if applicable as provided in Section 3(a) above, dividends on such
amount) (regardless of whether any dividends are actually declared) to, but excluding, the date
fixed for redemption. -

Notwithstanding the foregoing, prior to the first Dividend Payment Date falling on or
after the third anniversary of the Original Issue Date, the Issuer, at its option, subject to the
approval of the Appropriate Federal Banking Agency and subject to the requirement that all
outstanding shares of UST Preferred Stock shall previously have been redeemed, repurchased or
otherwise acquired by the Issuer, may redeem, in whole or in part, at any time and from time to
time, the shares of Designated Preferred Stock at the time outstanding, upon notice given as
provided in Section 5(c) below, at a redemption price equal to the sum of (i} the Liguidation
Amount per share and (ii) except as otherwise provided below, any accrued and unpaid
dividends (including, if applicable as provided in Section 3(a) above, dividends on such amount}
(regardless of whether any dividends are actually declared) to, but excluding, the date fixed for
redemption; provided that (X) the Issuer (or any successor by Business Combination) has
received aggregate gross proceeds of not less than the Minimum Amount (plus the “Minimum
Amount” as defined in the relevant certificate of designations for each other outstanding series of
preferred stock of such successor that was originally issued to the United States Department of
the Treasury (the “Successor Preferred Stock™) in connection with the Troubled Asset Relief
Program Capital Purchase Program) from one or more Qualified Equity Offerings (including
Qualified Equity Offerings of such successor), and (y) the aggregate redemption price of the
Designated Preferred Stock (and any Successor Preferred Stock) redeemed pursuant to this
paragraph may not exceed the aggregate net cash proceeds received by the Issuer (or any
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successor by Business Combination) from such Quahﬁed Equity Offerings (including Qualified
Equity Offerings of such successor).

The redemption price for any shares of Designated Preferred Stock shall be payable on
the redemption date to the holder of such shares against surrender of the certificate(s) evidencing
such shares to the Issuer or its agent. Any declared but unpaid dividends payable on a
redemption date that occurs subsequent to the Dividend Record Date for a Dividend Period shall
not be paid to the holder entitled to receive the redemption price on the redemption date, but
rather shall be paid to the holder of record of the redeemed shares on such Dividend Record Date
relating to the Dividend Payment Date as provided in Section 3 above, '

(b)  No Sinking Fund. The Designated Preferred Stock will not be subject to any
mandatory redemption, sinking fund or other similar provisions. Holders of Designated Preferred
Stock will have no right to require redemption or repurchase of any shares of Designated
Preferred Stock.

(¢)  Notice of Redemption. Notice of every redemption of shares of Designated
Preferred Stock shall be given by first class mail, postage prepaid, addressed to the holders of
record of the shares to be redeemed at their respective last addresses appearing on the books of
the Issuer. Such mailing shall be at least 30 days and not more than 60 days before the date fixed
for redemption. Any notice mailed as provided in this Subsection shall be conclusively presumed
to have been duly given, whether or not the holder receives such notice, but failure duly to give
such notice by mail, or any defect in such notice or in the mailing thereof, to any holder of shares
of Designated Preferred Stock designated for redemption shall not affect the validity of the
proceedings for the redemption of any other shares of Designated Preferred Stock.
Notwithstanding the foregoing, if shares of Designated Preferred Stock are issued in book-entry
form through The Depository Trust Company or any other similar facility, notice of redemption
may be given to the holders of Designated Preferred Stock at such time and in any manner
permitted by such facility. Each notice of redemption given to a holder shall state: (1) the
redemption date; (2) the number of shares of Designated Preferred Stock to be redeemed and, if
less than all the shares held by such holder are to be redeemed, the number of such shares to be
redeemed from such holder; (3) the redemption price; and (4) the place or places where
certificates for such shares are to be surrendered for payment of the redemption price.

(d)  Partial Redemption. In case of any redemption of part of the shares of Designated
Preferred Stock at the time outstanding, the shares to be redeemed shall be selected either pro
rata or in such other manner as the Board of Directors or a duly authorized committee thereof
may determine to be fair and equitable. Subject to the provisions hereof, the Board of Directors
or a duly authorized committee thereof shall have full power and authority to prescribe the terms
and conditions upon which shares of Designated Preferred Stock shall be redeemed from time to
time. If fewer than all the shares represented by any certificate are redeemed, a new certificate
shall be issued representing the unredeemed shares without charge to the holder thereof.

(e)  Effectiveness of Redemption. If notice of redemption has been duly given and if
on or before the redemption date specified in the notice all funds necessary for the redemption
have been deposited by the Issuer, in trust for the pro rata benefit of the holders of the shares
called for redemption, with a bank or trust company doing business in the Borough of
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Manhattan, The City of New York, and having a capital and surplus of at least $500 million and
selected by the Board of Directors, so as to be and continue to be available solely therefor, then,
notwithstanding that any certificate for any share so called for redemption has not been
surrendered for cancellation, on and after the redemption date dividends shall cease to accrue on
all shares so called for redemption, all shares so called for redemption shall no longer be deemed
outstanding and all rights with respect to such shares shall forthwith on such redemption date
cease and terminate, except only the right of the holders thereof to receive the amount payable on
such redemption from such bank or trust company, without interest. Any funds unclaimed at the
end of three years from the redemption date shall, to the extent permitted by law, be released to
the Issuer, after which time the holders of the shares so called for redemption shall look only to
the Issuer for payment of the redemption price of such shares.

(f) Status of Redeemed Shares. Shares of Designated Preferred Stock that are
redeemed, repurchased or otherwise acquired by the Issuer shall revert to authorized but unissued
shares of Preferred Stock (provided that any such cancelled shares of Designated Preferred Stock
may be reissued only as shares of any series of Preferred Stock other than Designated Preferred
Stock).

Section 6. Conversmn Holders of Designated Preferred Stock shares shall have no right
to exchange or convert such shares into any other securities.

Section 7. Voting Rights.

(a) General. The holders of Designated Preferred Stock shall not have any voting
rights except as set forth below or as otherwise from time to time required by law.

(b) Preferred Stock Directors. Whenever, at any time or times, dividends payable on
the shares of Designated Preferred Stock have not been paid for an aggregate of six quarterly
Dividend Periods or more, whether or not consecutive, the authorized number of directors of the
Issuer shall automatically be increased by two and the holders of the Designated Preferred Stock
shall have the right, with holders of shares of any one or more other classes or series of Voting
Parity Stock outstanding at the time, voting together as a class, to elect two directors (hereinafter
the “Preferred Directors” and each a “Preferred Director ) to fill such newly created
directorships at the Issuer’s next annual meeting of stockholders (or at a special meeting called
for that purpose prior to such next annual meeting) and at each subsequent annual meeting of
stockholders until all accrued and unpaid dividends for all past Dividend Periods, including the
latest completed Dividend Period (including, if applicable as provided in Section 3(a) above,
dividends on such amount), on all outstanding shares of Designated Preferred Stock have been
declared and paid in full at which time such right shall terminate with respect to the Designated
Preferred Stock, except as herein or by law expressly provided, subject to revesting in the event
of each and every subsequent default of the character above mentioned; provided that it shall be
a qualification for election for any Preferred Director that the election of such Preferred Director
shall not cause the Issuer to violate any corporate governance requirements of any securities
exchange or other trading facility on which securities of the Issuer may then be listed or traded
that listed or traded companies must have a majority of independent directors. Upon any
termination of the right of the holders of shares of Designated Preferred Stock and Voting Parity
Stock as a class to vote for directors as provided above, the Preferred Directors shall cease to be
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qualified as directors, the term of office of all Preferred Directors then in office shall terminate
immediately and the authorized number of directors shall be reduced by the number of Preferred
Directors elected pursuant hereto. Any Preferred Director may be removed at any time, with or
without cause, and any vacancy created thereby may be filled, only by the affirmative vote of the
holders a majority of the shares of Designated Preferred Stock at the time outstanding voting
scparately as a class together with the holders of shares of Voting Parity Stock, to the extent the
voting rights of such holders described above are then exercisable. If the office of any Preferred
Director becomes vacant for any reason other than removal from office as aforesaid, the
remaining Preferred Director may choose a successor who shall hold office for the unexpired
term in respect of which such vacancy occurred.

_ (c) Class Voting Rights as to Particular Matters. So long as any shares of Designated
Preferred Stock are outstanding, in addition to any other vote or consent of stockholders required
by law or by the Charter, the vote or consent of the holders of at least 66 2/3% of the shares of
Designated Preferred Stock at the time outstanding, voting as a separate class, given in person or
by proxy, either in writing without a meeting or by vote at any meeting called for the purpose,
shall be necessary for effecting or validating:

(1) Authorization of Senior Stock. Any amendment or alteration of the
Certificate of Designations for the Designated Preferred Stock or the Charter to auithorize
or create or increase the authorized amount of, or any issuance of, any shares of, or any
securities convertible into or exchangeable or exercisable for shares of, any class or series
of capital stock of the Issuer ranking senior to Designated Preferred Stock with respect to
either or both the payment of dividends and/or the distribution of assets on any
liquidation, dissolution or winding up of the Issuer;

(i)  Amendment of Designated Preferred Stock. Any amendment, alteration
or repeal of any provision of the Certificate of Designations for the Designated Preferred
Stock or the Charter (including, unless no vote on such merger or consolidation is
required by Section 7(c)(iii) below, any amendment, alteration or repeal by means of a
merger, consolidation or otherwise) so as to adversely affect the rights, preferences,

“privileges or voting powers of the Designated Preferred Stock; or

(iii)  Share Exchanges, Reclassifications, Mergers and Consolidations. Any

consummation of a binding share exchange or reclassification involving the Designated
Preferred Stock, or of a merger or consolidation of the Issuer with another corporation or
other entity, unless in each case (x) the shares of Designated Preferred Stock remain
outstanding or, in the case of any such merger or consolidation with respect to which the
Issuer is not the surviving or resulting entity, are converted into or exchanged for
preference securities of the surviving or resulting entity or its ultimate parent, and (y)
such shares remaining outstanding or such preference securities, as the case may be, have
such rights, preferences, privileges and voting powers, and limitations and restrictions
thereof, taken as a whole, as are not materially less favorable to the holders thereof than
the rights, preferences, privileges and voting powers, and limitations and restrictions
thereof, of Designated Preferred Stock immediately prior to such consummation, taken as
a whole;
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provided, however, that for all purposes of this Section 7(c), any increase in the amount of the
authorized Preferred Stock, including any increase in the authorized amount of Designated
Preferred Stock necessary to satisfy preemptive or similar rights granted by the Issuer to other
persons prior to the Signing Date, or the creation and isswance, or an increase in the authorized or
issued amount, whether pursuant to preemptive or similar rights or otherwise, of any other series
of Preferred Stock, or any securities convertible into or exchangeable or exercisable for any other
series of Preferred Stock, ranking equally with and/or junior to Designated Preferred Stock with
respect to the payment of dividends (whether such dividends are cumulative or non-cumulative)
and the distribution of assets upon liquidation, dissolution or winding up of the Issuer will not be
deemed to adversely affect the rights, preferences, privileges or voting powers, and shall not
require the affirmative vote or consent of, the holders of outstanding shares of the Designated
Preferred Stock.

(D Changes after Provision for Redemption, No vote or consent of the holders of
Designated Preferred Stock shall be required pursuant to Section 7(c) above if, at or prior to the
time when any such vote or consent would otherwise be required pursuant to such Section, all
outstanding shares of the Designated Preferred Stock shall have been redeemed, or shall have
been called for redemption upon proper notice and sufficient funds shall have been deposited in
trust for such redemption, in each case pursuant to Section 5 above.

(e} Procedures for Voting and Consents. The rules and procedures for calling and
conducting any meeting of the holders of Designated Preferred Stock (including, without
limitation, the fixing of a record date in connection therewith), the solicitation and use of proxies
at such a meeting, the obtaining of written consents and any other aspect or matter with regard to
such a meeting or such consents shall be governed by any rules of the Board of Directors or any
duly authorized committee of the Board of Directors, in its discretion, may adopt from time to
time, which rules and procedures shall conform to the requirements of the Charter, the Bylaws,
and applicable law and the rules of any national securities exchange or other trading facility on
which Designated Preferred Stock is listed or traded at the time.

Section 8. Record Holders. To the fullest extent permitted by applicable law, the Issuer
and the transfer agent for Designated Preferred Stock may deem and treat the record holder of
any share of Designated Preferred Stock as the true and lawful owner thereof for all purposes,
and neither the Issuer nor such transfer agent shall be affected by any notice to the contrary.

Section 9. Notices. All notices or communications in respect of Designated Preferred
Stock shall be sufficiently given if given in writing and delivered in person or by first class mail,
postage prepaid, or if given in such other manner as may be permitted in this Certificate of
Designations, in the Charter or Bylaws or by applicable law. Notwithstanding the foregoing, if
shares of Designated Preferred Stock are issued in book-entry form through The Depository
Trust Company or any similar facility, such notices may be given to the holders of Designated
Preferred Stock in any manner permitted by such facility.

Section 10. No Preemptive Rights. No share of Designated Preferred Stock shall have
any rights of preemption whatsoever as to any securities of the Issuer, or any warrants, rights or
options issued or granted with respect thereto, regardless of how such securities, or such
warrants, rights or options, may be designated, issued or granted.
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Section 11. Replacement Certificates. The Issuer shall replace any mutilated certificate at
the holder’s expense upon surrender of that certificate to the Issuer. The Issuer shall replace
certificates that become destroyed, stolen or Jost at the holder’s expense upon delivery to the
Issuer of reasonably satisfactory evidence that the certificate has been destroyed, stolen or lost,
together with any indemnity that may be reasonably required by the Issuer.

Section 12. Other Rights. The shares of Designated Preferred Stock shall not have any
rights, preferences, privileges or voting powers or relative, participating, optional or other special
rights, or qualifications, limitations or restrictions thereof, other than as set forth herein or in the
Charter or as provided by applicable law.
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ANNEX C

FORM OF WAIVER

In consideration for the benefits I will receive as a result of my employer’s participation in the
United States Department of the Treasury’s TARP Capital Purchase Program, I hereby
voluntarily waive any claim against the United States or my employer for any changes to my
compensation or benefits that are required to comply with the regulation issued by the
Department of the Treasury as published in the Federal Register on October 20, 2008.

I acknowledge that this regulation may require modification of the compensation, bonus,
incentive and other benefit plans, arrangements, policies and agreements (including so-called
“golden parachute™ agreements) that [ have with my employer or in which I participate as they
relate to the period the United States holds any equity or debt securities of my employer acquired
through the TARP Capital Purchase Program, :

This waiver includes all claims I may have under the laws of the United States or any state
related to the requirements imposed by the aforementioned regulation, including without
limitation a claim for any compensation or other payments I would otherwise receive, any
challenge to the process by which this regulation was adopted and any tort or constitutional
claim about the effect of these regulations on my employment relationship.
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ANNEXD

FORM OF OPINION

(2) The Company has been duly incorporated and is validly existing as a corporation
in good standing under the laws of the state of its incorporation,

(b) The Preferred Shares have been duly and validly authorized, and, when issued and
delivered pursuant to the Agreement, the Preferred Shares will be duly and validly issued and
fully paid and non-assessable, will not be issued in violation of any preemptive rights, and will
rank pari passu with or senior to all other series or classes of Preferred Stock issued on the
Closing Date with respect to the payment of dividends and the distribution of assets in the event
of any dissolution, liquidation or winding up of the Company.

(¢) The Warrant has been duly authorized and, when executed and delivered as
contemplated by the Agreement, will constitute a valid and legally binding obligation of the
Company enforceable against the Company in accordance with its terms, except as the same may
be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting the enforcement of creditors’ rights generally and general equitable principles, -
regardless of whether such enforceability is considered in a proceeding at law or in equity.

(d)  The shares of Warrant Preferred Stock issuable upon exercise of the Warrant have
been duly authorized and reserved for issuance upon exercise of the Warrant and when so issued
in accordance with the terms of the Warrant will be validly issued, fully paid and non-assessable,
and will rank pari passu with or senior to all other series or classes of Preferred Stock, whether
or not issued or outstanding, with respect to the payment of dividends and the distribution of
assets in the event of any dissolution, liquidation or winding up of the Company.

(e) The Company has the corporate power and authority to execute and deliver the
Agreement and the Warrant and to carry out its obligations thereunder (which includes the
issuance of the Preferred Shares, Warrant and Warrant Shares).

) The execution, delivery and performance by the Company of the Agreement and
the Warrant and the consummation of the transactions contemplated thereby have been duly
authorized by all necessary corporate action on the part of the Company and its stockholders, and
no further approval or authorization is required on the part of the Company.

() The Agreement is a valid and binding obligation of the Company enforceable
against the Company in accordance with its terms, except as the same may be limited by
applicable bankruptcy, insolvency, recrganization, moratorium or similar laws affecting the
enforcement of creditors’ rights generally and general equitable principles, regardiess of whether
such enforceability is considered in a proceeding at law or in equity; provided, however, such
counsel need express no opinion with respect to Section 4.5(h) or the severability provisions of
the Agreement insofar as Section 4.5(h) is concerned.
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ANNEX E
FORM OF WARRANT

[SEE ATTACHED]
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ANNEX E
FORM OF WARRANT TO PURCHASE PREFERRED STOCK

THE SECURITIES REPRESENTED BY THIS INSTRUMENT HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR THE
SECURITIES LAWS OF ANY STATE AND MAY NOT BE TRANSFERRED, SOLD OR
OTHERWISE DISPOSED OF EXCEPT WHILE A REGISTRATION STATEMENT
RELATING THERETO IS IN EFFECT UNDER SUCH ACT AND APPLICABLE STATE
SECURITIES LAWS OR PURSUANT TO AN EXEMPTION FROM REGISTRATION
UNDER SUCH ACT OR SUCH LAWS. THIS INSTRUMENT IS ISSUED SUBJECT TO
THE RESTRICTIONS ON TRANSFER AND OTHER PROVISIONS OF A SECURITIES
PURCHASE AGREEMENT BETWEEN THE ISSUER OF THESE SECURITIES AND THE
INVESTOR REFERRED TO THEREIN, A COPY OF WHICH IS ON FILE WITH THE
ISSUER. THE SECURITIES REPRESENTED BY THIS INSTRUMENT MAY NOT BE
SOLD OR OTHERWISE TRANSFERRED EXCEPT IN COMPLIANCE WITH SAID
AGREEMENT. ANY SALE OR OTHER TRANSFER NOT IN COMPLIANCE WITH SAID
AGREEMENT WILL BE VOID.

WARRANT
to purchase

Shares of Preferred Stock

of

Issue Date:

1. Definitions. Unless the context otherwise requires, when used herein the
following terms shall have the meanings indicated.

“Board of Directors” means the board of directors of the Company, including any duly
authorized committee thereof.

“business day” means any day except Saturday, Sunday and any day on which banking
institutions in the State of New York generally are authorized or required by law or other
governmental actions to close.

“Charter” means, with respect to any Person, its certificate or articles of incorporation,
articles of association, or similar organizational document.

“Company” means the Person whose name, corporate or other organizational form and
jurisdiction of organization is set forth in Item 1 of Schedule A hereto.
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“Exchange Act” means the Securities Exchange Act of 1934, as amended, or any
successor statute, and the rules and regulations promulgated thereunder.

“Exerci&e Price” means the amount set forth in Item 2 of Schedule A hereto.
“Expiration Time” has the meaning set forth in Section 3.

“Issue Date” meaﬁs the date set forth in Item 3 of Schedule A hereto.
“Liquidation Amount” means the amount set forth in Item 4 of Schedule A hereto.

“Original Warrantholder” means the United States Department of the Treasury. Any
actions specified to be taken by the Original Warrantholder hereunder may only be taken by such
Person and not by any other Warrantholder.

“Person” has the meaning given to it in Section 3{a)(9) of the Exchange Act and as used
in Sections 13(d)(3) and 14(d)(2) of the Exchange Act.

“Preferred Stock” means the series of perpetual preferred stock set forth in Item 5 of
Schedule A hereto.

“Purchase Agreemeny” means the Securities Purchase Agreement — Standard Terms
incorporated into the Letter Agreement, dated as of the date set forth in Item 6 of Schedule A
hereto, as amended from time to time, between the Company and the United States Department
of the Treasury (the “Letter Agreement”), including all annexes and schedules thereto.

“Regulatory Approvals” with respect to the Warrantholder, means, to the extent
applicable and required to permit the Warrantholder to exercise this Warrant for shares of
Preferred Stock and to own such Preferred Stock without the Warrantholder being in violation of
applicable law, rule or regulation, the receipt of any necessary approvals and authorizations of,
filings and registrations with, notifications to, or expiration or termination of any applicable
waiting period under, the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended,

- and the rules and regulations thereunder.

“SEC” means the U.S. Securities and Exchange Commission.

“Securities Act” means the Securities Act of 1933, as amended, or any successor statute,
and the rules and regulations promulgated thereunder.

“Shares” has the meaning set forth in Section 2.
“Warrantholder” has the meaning set forth in Section 2.
“Warrant” means this Warrant, issued pursuant to the Purchase Agreement.

2. Number of Shares: Exercise Price. This certifies that, for value received, the
United States Department of the Treasury or its permitted assigns (the “Warrantholder”) is
entitled, upon the terms and subject to the conditions hereinafter set forth, to acquire from the
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Company, in whole or in part, after the receipt of all applicable Regulatory Approvals, if any, up
to an aggregate of the number of fully paid and nonassessable shares of Preferred Stock set forth
in Item 7 of Schedule A hereto (the “Shares™), at a purchase price per share of Preferred Stock
equal to the Exercise Price.

3. Exercise of Warrant; Term. Subject to Section 2, to the extent permitted by
applicable laws and regulations, the right to purchase the Shares represented by this Warrant is
exercisable, in whole or in part by the Warrantholder, at any time or from time to time after the
execution and delivery of this Warrant by the Company on the date hereof, but in no event later
than 5:00 p.m., New York City time on the tenth anniversary of the Issue Date (the “Expiration
Time™), by (A) the surrender of this Warrant and Notice of Exercise annexed hereto, duly
completed and executed on behalf of the Warrantholder, at the principal executive office of the
Company located at the address set forth in Item 8 of Schedule A hereto (or such other office or
agency of the Company in the United States as it may designate by notice in writing to the
Warrantholder at the address of the Warrantholder appearing on the books of the Company), and
(B) payment of the Exercise Price for the Shares thereby purchased, by having the Company
withhold, from the shares of Preferred Stock that would otherwise be delivered to the
Warrantholder upon such exercise, shares of Preferred Stock issuable upon exercise of the
Warrant with an aggregate Liquidation Amount equal in value to the aggregate Exercise Price as
to which this Warrant is so exercised.

If the Warrantholder does not exercise this Warrant in its entirety, the
Warrantholder will be entitled to receive from the Company within a reasonable time, and in any
event not exceeding three business days, a new warrant in substantially identical form for the
purchase of that number of Shares equal to the difference between the number of Shares subject
to this Warrant and the number of Shares as to which this Warrant is so exercised.
Notwithstanding anything in this Warrant to the contrary, the Warrantholder hereby
acknowledges and agrees that its exercise of this Warrant for Shares is subject to the condition
that the Warrantholder will have first received any applicable Regulatory Approvals,

4, Issuance of Shares; Authorization. Certificates for Shares issued upon exercise of
this Warrant will be issued in such name or names as the Warrantholder may designate and will
be delivered to such named Person or Persons within a reasonable time, not to exceed three
business days after the date on which this Warrant has been duly exercised in accordance with
the terms of this Warrant. The Company hereby represents and warrants that any Shares issued
upon the exercise of this Warrant in accordance with the provisions of Section 3 will be duly and
validly authorized and issued, fully paid and nonassessable and free from all taxes, liens and
charges (other than liens or charges created by the Warrantholder, income and franchise taxes
incurred in connection with the exercise of the Warrant or taxes in respect of any transfer
occurring contemporaneously therewith). The Company agrees that the Shares so issued will be
deemed to have been issued to the Warrantholder as of the close of business on the date on which
this Warrant and payment of the Exercise Price are delivered to the Company in accordance with
the terms of this Warrant, notwithstanding that the stock transfer books of the Company may
then be closed or certificates representing such Shares may not be actually delivered on such
date. The Company will at all times reserve and keep available, out of its authorized but
unissued preferred stock, solely for the purpose of providing for the exercise of this Warrant, the
aggregate number of shares of Preferred Stock then issuable upon exercise of this Warrant at any

3
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time. The Company will use reasonable best efforts to ensure that the Shares may be issued
without violation of any applicable law or regulation or of any requirement of any securities
exchange on which the Shares are listed or traded.

5. No Rights as Stockholders; Transfer Books. This Warrant does not entitle the
Warrantholder to any voting rights or other rights as a stockholder of the Company prior to the
date of exercise hereof. The Company will at no time close its transfer books against transfer of
this Warrant in any manner which interferes with the timely exercise of this Warrant,

6. Charges. Taxes and Expenses. Issuance of certificates for Shares to thie
Warrantholder upon the exercise of this Warrant shall be made without charge to the
Warrantholder for any issue or transfer tax or other incidental expense in respect of the issuance
of such certificates, all of which taxes and expenses shall be paid by the Company.

7. Transfer/Assignment,

(A)  Subject to compliance with clause (B) of this Section 7, this Warrant and all rights
hereunder are transferable, in whole or in part, upon the books of the Company by the registered
holder hereof in person or by duly authorized attorney, and a new warrant shall be made and
delivered by the Company, of the same tenor and date as this Warrant but registered in the name
of one or more transferees, upon surrender of this Warrant, duly endorsed, to the office or agency
of the Company described in Section 3. All expenses (other than stock transfer taxes) and other
charges payable in connection with the preparation, execution and delivery of the new warrants
pursuant to this Section 7 shall be paid by the Company.

(B)  The transfer of the Warrant and the Shares issued upon exercise of the Warrant
are subject to the restrictions set forth in Section 4.4 of the Purchase Agreement. Ifand for so
long as required by the Purchase Agreement, this Warrant shall contain the legends as set forth in
Section 4.2(a) of the Purchase Agreement.

8. Exchange and Registry of Warrant. This Warrant is exchangeable, upon the
surrender hereof by the Warrantholder to the Company, for a new warrant or warrants of like
tenor and representing the right to purchase the same aggregate number of Shares. The
Company shall maintain a registry showing the name and address of the Warrantholder as the
registered holder of this Warrant. This Warrant may be surrendered for exchange or exercise in
accordance with its terms, at the office of the Company, and the Company shall be entitled to
rely in all respects, prior to written notice to the contrary, upon such registry.

9. Loss, Theft, Destruction or Mutilation of Warrant. Upon receipt by the Company
of evidence reasonably satisfactory to it of the loss, theft, destruction or mutilation of this
Warrant, and in the case of any such loss, theft or destruction, upon receipt of a bond, indemnity
or security reasonably satisfactory to the Company, or, in the case of any such mutilation, upon
surrender and cancellation of this Warrant, the Company shall make and deliver, in lieu of such
lost, stolen, destroyed or mutilated Warrant, a new Warrant of like tenor and representing the
right to purchase the same aggregate number of Shares as provided for in such lost, stolen,
destroyed or mutilated Warrant.
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10.  Saturdays, Sundays, Holidays, ete. If the last or appointed day for the taking of
any action or the expiration of any right required or granted herein shall not be a business day,
then such action may be taken or such right may be exercised on the next succeeding day that is
a business day. _ '

11, Rule 144 Information. The Company covenants that it will use its reasonable best
efforts to timely file all reports and other documents required to be filed by it under the
Securities Act and the Exchange Act and the rules and regulations promulgated by the SEC
thereunder (or, if the Company is not required to file such reports, it will, upon the request of any
Warrantholder, make publicly available such information as necessary to permit sales pursuant to
Rule 144 under the Securities Act), and it will use reasonable best efforts to take such further
action as any Warrantholder may reasonably request, in e¢ach case to the extent required from
time to time to enable such holder to, if permitted by the terms of this Warrant and the Purchase
Agreement, sell this Warrant without registration under the Securities Act within the limitation
of the exemptions provided by (A) Rule 144 under the Securities Act, as such rule may be
amended from time to time, or (B) any successor rule or regulation hereafter adopted by the
SEC. Upon the written request of any Warrantholder, the Company will deliver to such
Warrantholder a written statement that it has complied with such requirements,

12, Adjustments and Other Rights. For so long as the Original Warrantholder holds
this Warrant or any portion thereof, if any event occurs that, in the good faith judgment of the
Board of Directors of the Company, would require adjustment of the Exercise Price or number of
Shares into which this Warrant is exercisable in order to fairly and adequately protect the
purchase rights of the Warrants in accordance with the essential intent and principles of the
Purchase Agreement and this Warrant, then the Board of Directors shall make such adjustments
in the application of such provisions, in accordance with such essential intent and principles, as
shall be reasonably necessary, in the good faith opinion of the Board of Directors, to protect such .
purchase rights as aforesaid.

Whenever the Exercise Price or the number of Shares into which this Warrant is
exercisable shall be adjusted as provided in this Section 12, the Company shall forthwith file at
the principal office of the Company a statement showing in reasonable detail the facts requiring
such adjustment and the Exercise Price that shall be in effect and the number of Shares into
which this Warrant shall be exercisable after such adjustment, and the Company shall also cause
a copy of such statement to be sent by mail, first class postage prepaid, to each Warrantholder at
the address appearing in the Company’s records.

13, No Impairment. The Company will not, by amendment of its Charter or through
any reorganization, transfer of assets, consolidation, merger, dissolution, issue or sale of
securities or any other voluntary action, avoid or seek to avoid the observance or performance of
any of the terms to be observed or performed hereunder by the Company, but will at all times in
good faith assist in the carrying out of all the provisions of this Warrant and in taking of all such
action as may be necessary or appropriate in order to protect the rights of the Warrantholder.

14, Governing Law. This Warrant will be governed by and construed in accordance
with the federal law of the United States if and to the extent such law is applicable, and
otherwise in accordance with the laws of the State of New York applicable to contracts made and

5
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to be performed entirely within such State. Each of the Company and the Warrantholder agrees
(a) to submit to the exclusive jurisdiction and venue of the United States District Court for the
District of Columbia for any civil action, suit or proceeding arising out of or relating to this
Warrant or the transactions contemplated hereby, and (b) that notice may be served upon the
Company at the address in Section 17 below and upon the Warrantholder at the address for the
Warrantholder set forth in the registry maintained by the Company pursuant to Section 8 hereof.
To the extent permitted by applicable law, each of the Company and the Warrantholder hereby
unconditionally waives trial by jury in any civil legal action or proceeding relating to the
Warrant or the transactions contemplated hereby or thereby.

15.  Binding Effect. This Warrant shall be binding upon any successors or assigns of
the Company. ' '

16.  Amendments. This Warrant may be amended and the observance of any term of
this Warrant may be waived only with the written consent of the Company and the
Warrantholder.

17.  Notices. Any notice, request, instruction or other document to be given hereunder
by any party to the other will be in writing and will be deemed to have been duly given (a) on the
date of delivery if delivered personally, or by facsimile, upon confirmation of receipt, or (b) on
the second business day following the date of dispatch if delivered by a recognized next day
courier service. All notices hereunder shall be delivered as set forth in Item 9 of Schedule A
hereto, or pursuant to such other instructions as may be designated in writing by the party to
receive such notice.

18.  Entire Agreement. This Warrant, the forms attached hereto and Schedule A
hereto (the terms of which are incorporated by reference herein), and the Letter Agreement
(including all documents incorporated therein), contain the entire agreement between the parties
with respect to the subject matter hereof and supersede all prior and contemporaneous
arrangements or undertakings with respect thereto.

[Remainder of page intentionally left blank]
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[Form of Notice of Exercise]
Date:

TO: [Company]
RE: Election to Purchase Preferred Stock

The undersigned, pursuant to the provisions set forth in the attached Warrant, hereby
agrees to subscribe for and purchase such number of shares of Preferred Stock covered by the
Warrant such that after giving effect to an exercise pursuant to Section 3(B) of the Warrant, the
undersigned will receive the net number of shares of Preferred Stock set forth below. The
undersigned, in accordance with Section 3 of the Warrant, hereby agrees to pay the aggregate
Exercise Price for such shares of Preferred Stock in the manner set forth in Section 3(B) of the
Warrant.

Number of Shares of Preferred Stock:’

The undersigned agrees that it is exercising the attached Warrant in full and that, upon
receipt by the undersigned of the number of shares of Preferred Stock set forth above, such
Warrant shall be deemed to be cancelled and surrendered to the Company.

Holder:
By:
Name:
Title:

1, Number of shares to be received by the undersigned upon exercise of the attached Warrant pursuant to
Section 3(B) thereof.
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IN WITNESS WHEREOF, the Company has caused this Warrant to be duly executed by
a duly authorized officer.

Dated:

COMPANY:

By:

Name:
Title:

Attest:

By:

Name:
Title:

[Signature Page to Warrant]
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Item I
Name:

Corporate or other organizational form:

Jurisdiction of organization:

Item 2
Exercise Price;”

Item 3
Issue Date:

Item 4
Liquidation Amount:

Item 5
Series of Perpetual Preferred Stock:

Ttem 6

SCHEDULE A

Date of Letter Agreement between the Company and the United States Department of the

Treasury:

Ttem 7
Number of shares of Preferred Stock:?

Item 8
Company’s address:

Item 9
Notice information:

2 $0.01 per share or such greater amount as the Charter may require as the par value of the Preferred Stock,

: The initial number of shares of Preferred Stock for which this Warrant is exercisable shall include the
number of shares required to effect the cashless exercise pursuant to Section 3(B) of this Warrant (e.g.,
such number of shares of Preferred Stock having an aggregate Liquidation Amount equal in value to the
aggregate Exercise Price) such that, following exercise of this Warrant and payment of the Exercise Price
in accordance with such Section 3(B), the net number of shares of Preferred Stock delivered to the
Warrantholder (and rounded to the nearest whole share} would have an aggregate Liguidation Amount
equal to 5% of the aggregate amount invested by the United States Department of the Treasury on the

investment date.
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SCHEDULE A

ADDITIONAL TERMS AND CONDITIONS

Company Information:

Name of the Comﬁany: W.T.B. Financial Corporation
Corporate or other organizational form: Corporation
Jurisdiction of Organization: State of Delaware
Appropriate Federal Banking Agency: Federal Reserve Bank of San Francisco
Notice Information:
Mr. Larry V. Sorensen
W.T.B. Financial Corporation
717 W. Sprague
Spokane, WA 99201

Terms of the Purchase:

Series of Preferred Stock Purchased: Fixed Rate Cumulative Perpetual Preferred Stock, Series
C-1

Per Share Liquidation Preference of Preferred Stock: $1,000
Number of Shares of Preferred Stock Purchased: 110,000

Dividend Payment Dates on the Preferred Stock: February 15, May 15, August 15,
November 15

Series of Warrant Preferred Stock: Fixed Rate Cumulative Perpetual Preferred Stock, Series C-2
Number of Warrant Shares: 5,500.05500

Number of Net Warrant Shares (after net settlement): 5,500

Exercise Price of the Warrant: $0.01

Purchase Price: $110,000,000

 Closing:

Lacation of Closing: New York, New York

Time of Closing: 9:00 a.m. EST

Date of Closing: January 30, 2009

4 _ UST Seq. Number: 513

SO5EES56.6



Wire Information for Closing:

Contact for Confirmation of Wire Information:
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SCHEDULE B

CAPITALIZATION
Capitalization Date: 12/31/2008
Common Stock
Par value: No par value
Total Authorized: Class A 25,000
Class B _ 3,475,000
QOutstanding;: Class A 25,000
Class B 2,294,524
Class B (held in Treasury) 180,476

Subject to warrants, options, convertible
securities, etc.: None

Reserved for benefit plans and other issuances: None

Remaining authorized but unissued: Class A : 0
Class B 1,000,000

Shares issued after Capitalization Date (other
than pursuant to warrants, options,
convertible securities, etc. as set forth
above): None

Preferred Stock'™

Par value: "~ None
Total Authorized: None
Outstanding (by series): None
Reserved for issuance: None
Remaining authorized but unissued: None

O A5 of 12/31/2008, the Company had 500,000 shares of authorized but unissued Class C stock.

Holders of 5% or more of any class of capital stock Primary Address
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SCHEDULE C
LITIGATION

List any exceptions to the representation and warranty in Section 2,2(I) of the Securities
Purchase Agreement — Standard Terms.

If none, please so indicate by checking the box: XI.
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SCHEDULE D

COMPLIANCE WITH LAWS

List any exceptions to the representation and warranty in the second sentence of Section 2.2(m)
of the Securities Purchase Agreement — Standard Terms.

If none, please so indicate by checking the box: X,

List any exceptions to the representation and warranty in the last sentence of Section 2.2(m) of
the Securities Purchase Agreement — Standard Terms.

If none, please so indicate by checking the box: IXI.
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SCHEDULE E

REGULATORY AGREEMENTS

List any exceptions to the representation and warranty in Section 2.2(s) of the Securities
Purchase Agreement — Standard Terms.

If none, please so indicate by checking the box: 1.
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SCHEDULE F

DISCLOSURE SCHEDULES

List any information required pursuant to Section 2.2(h} of the Securities Purchase Agreement —
Standard Terms.

See attached.
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W.T.B. FINANCIAL CORPORATION

Consolidated Financial Highlights

{dollars in thousands, except per share data) Five-Year
Years Ended December 31, Compound
: 2007 2006 2005 2004 2003 2002 Growth Rate
PERFORMANCE
Net interest revenue, fully
tax-equivalent $ 149,662 § 144,240 $ 124,715 §$ 101,868 § 92,818 § 88,341 11.0%
Fully tax-equivalent adjustment...............cccoe. 2,562 2,738 3,022 3,178 2,854 2,457 0.8
Net Interest Fevenue .. . 147,100 141,502 121,693 98,690 89,964 86,384 11.2
Provision for 10an lOSSES i crsrsiserinnns 2,822 5,844 7,423 6,656 7.39% 7,915 {18.6)
Nzt interest revenus afier
provision for loan LoSSes .........civisisenrnnns 144,278 135,658 114,270 92,034 82,565 78,469 13.0
Noninterest revenue 32,407 26,612 26,633 25,129 25,295 27,104 36
Noninterest expense 99,693 93,060 87,567 78,255 74,958 72,865 6.5
Income befors Income tAXES ovvvvvevrvernsersrmrere 76,992 69,210 53,336 38,908 32,902 32,708 187
Income taxes 26,073 22,734 17,109 11,729 9825 2,914 213
NEL INCOME ...nrrererrececemeaecras e eeeens s emrmemscsmseeasares § 50919 § 46476 $§ 36227 § 22,179 § 23,077 § 22,794 174
SELECTED YEAR-END DATA
Securities .. § 621,978 § 432,473 8 377,70% § 318,675 § 254,962 § 189,588 26.8%
Total loans 2,913,048 2,742,379 2,365,200 2,008,840 1,769,584 1,629,943 12.3
Earning assets 3,542,665 3,192,426 2,770,443 2,342,104 2,044,941 1,896,875 13.3
Total assets ....... 3,718,228 3,380,709 2,979,837 2482783 2,212,092 2,078,862 12.3
Deposits .- 2938727 2,709,287 2,446,305 2,057,281 1850879 1,696,861 1.6
Interest-bearing liabilities ....ccvrircrermamssnenn 2,783,419 2,419,602 2091221 1,740,094 1,559,214 1,457,584 13.8
Shareholders® equity ....ooereeeececeeeenes 329376 297,163 259,982 7 233,380 227274 210,953 9.3
Full-time equivalent employees ..o 718 689 670 643 628 615 3.1
PER SHARE
NEL INCOME.euverrvrrirserermrsrrresmense saresmsensssseseerenes $ 2161 % 1961 8% 1522 % 1140 3 9.68 % 9.54 17.8%
Cash dividends 344 3.18 2.94 8.70 2.48 2.26 3.8
Book value per share 140.24 125.49 109.17 97.78 95.34 88.41 9.7
RATIOS
Retun on average assetS.. ... 1.44% 1.48% 133%  L.16% 1.11% 1.16%
Return on average shareholders’ equity ... 16.05 16.70 14.67 11,94 10.52 11.25
Margin on average earming assets cuvomrvims 4,45 4.85 4.85 4.60 4.78 4,84
Efficiency ratio ........ccouvnnnnn 54.76 54.47 57.86 61.62 63.46 62.84
Net charge-offs to average loans ... eee 0.04 0.05 0.18 0.21 0.20 041
Allowance for loan losses to
loans on December 31 1.59 1.67 1.74 1.87 1.97 1.%0
Average equity to average assets ........ccceee. 8.98 8.86 9.04 9.70 10.59 10.33
Total risk-based capital
(to risk-weighted as5EL5) ..oovveeiirmiviiresrsssinies 10.79 10.55 10.59 i1.11 11.75 12.25
Tier 1 capital {to risk-weighted assets) ....oue 9.54 9,30 9,34 9.85 10.50 11,00
Leverage (Tier 1 capital to average assets)....... 9.06 8.59 8.99 9.33 10.35 10,10
Cash dividends to net income ......ouvicareninies 1591 16.23 19.31 76.29 25.62 23.68



W.T.B. FINANCIAL CORPORATION

Consolidated Statement of Income

INTEREST REVENUE
Loans, including fees

Deposits with banks

Securities:
Taxable ... e

Tax-exempt

Federal funds sold

Other interest and dividend income

Years Ended December 31,

Total interest reVene.........ocoeeeicuceeereeeeeecesmeeeeeeaes

INTEREST EXPENSE

Demand and savings deposits ..
Time dePOSItS . cmiiresrarsisrsmrsrerseras

Funds purchased

Federal Home Loan Bank borrowings .....oveeecrcrecevvens

Other short-term borrowings....

Total interest expense ...,

Net interest revenue .. revrrnenee e seneren

Provision for 10an 10SSe3.....vcuecrvrerrerrnsveressssssmeneseres

Net interest revenue after provision for loan losses .

NONINTEREST REVENUE

FIduciary iNCOME ...vcvcisirmrisrsis e rsssssssssissssasaesrane s

Other fees on loans

Service charges on deposits ..o e

Other service charges, commissions and f2¢5....vvieeines

Nonbanking premises and other real estate, net........

Securities gains (losses), net ...

Other income

Total noninterest rEVenUE, .. ..coveveeevereeeene

NONINTEREST EXPENSE
Salaries....

Pension and employee benefits
Ococupancy eXpense. .. ..oocowceemraen.. e

Furniture and equipment expense ......

Cutside account processing....mm.

Marketing and public relations
Professional fees

State revenue taxes

Qther expense
Total noninterest EXpense. v imvmssisinsas

Income before income taxes .......vcecmveeeecen.

Income taxes............

NET INCOME ... omeeeerimimsrmensssenseriaee

2007 2006 2005
$ 229,653,697 $ 206,566,619 $ 155,015,462
22,130 7915 2,431
21,043,990 14,861,481 9,096,276
3,896,602 4,080,199 4,582,038
2,285,294 740,747 555,902
144,772 11,663 30,321
257,046,485 226,268,624 169,282,430
36,745,124 26,336,567 15,371,503
55,180,863 43,495,690 27,004,923
13,180,403 7,836,068 2,417,688
4,840,632 7,098,744 2,752,762
43,131

109,947,022 84,767,069 47,590,057
147,009,463 141,501,555 121,692,373
2,821,848 5,844,079 7,422,871
144,277,615 135,657,476 114,269,502
9,064,048 7,823,480 6,737,312
5,689,558 4,741,919 4,889,539
8,567,076 6,623,826 8,624,493
7,564,781 6,487,280 4,229,688
755,591 894,966 813,956
1,277 (548,828) 33,757
767,301 589,601 1,304,653
32,407,578 26,612,244 26,633,398
49,331,735 45,577,538 42,669,646
9,484,332 9,568,397 9,742,332
6,234,474 5,694,848 5,776,816
7,368,149 6,407,215 6,498,849
7,677,864 6,116,239 5,739,545
3,670,806 4,623,779 4,091,420
2,324,880 2,207,428 1,922,165
1,305,038 2,007,458 1,757,816
11,796,105 10,857,392 9,368,130
99,693,383 93,060,204 87,566,719
76,991,810 69,209,426 53,336,181

. 26,072,531 22,733,736 17,109,166
S 30919279 § 46475690 $ 36,227,015
2,356,381 2,370,580 2,379,882
$21.61 $19.61 $15.22

The accompanying notes are an integral part of the consolidated financial statements.
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W.T.B. FINANCIAL CORPORATION

ASSETS

Cash and due from banks
Federal funds sold .
Interest-bearing deposits with banks
Securities available for sale, carried at fair value
Federal Home Loan Bank stock, at cost

Loans receivable:

Held for sale

Consolidated Statement of Financial Condition

Held in portfoli
Total loans

Bank premises and equipment, net

Q...

Allowance for loan losses

Nonbanking premises, net

Other real estate

Other assets

Total assets

LIABILITIES
Deposits:

Noninterest-bearing

Interest-bearing .....
Total deposits....

Funds purchased

Federal Home Loan Bank borrowings
Other short-term borrowings....
Accrued interest payable

Other liabilities

Total liabiliti

=3

SHAREHOLDERS’ EQUITY

Class A common stock (25,000 shares authorized, issved and outstanding; no par)

Class B common stock (3,475,000 shares authorized and 2,475,000 shares issued; no par)

Undivided profits
Less treasury stock, at cost (151,367 and 132,010 Class B shares in 2007 and 2006, respectively)
Accumulated other comprehensive income (loss).....

Tota! sharcholders’ equity...
Total liabilities and sharcholders’ equity

December 31,

2007 2006
§ 99,302,958 $ 108,748,022
1,250,000 8,500,000
1,500,801 349,963
621,977,795 432,473,033
11,663,000 11,663,000
4,342,761 3,562,090
2,908,705,412 2,738,817,327
2,913,048,173 2,742,379,417
(46,269,636) (45,710,179)
2,866,778,537 2,696,669,238
43,963,929 39,964,668
3,434,273 3,716,088
142,964 60,800
19,086,366 19,325,718
49,127,699 59,237,553
$3,718,228,222 §£3,380,708,683

. § 568,565,069

¥ 630,026,051

2,367,162,034  2,079,260,983
2,935,727,108  2,709,287,034
335,601,584 239,412,437
80,000,000 100,000,000
655,588 928,391
12,235,732 12,366,495
24,631,856 21,551,728
3,388,851,863  3,083,546,085
250,000 250,000
4,750,000 4,750,000
32,665,000 32,665,000
312,511,031 268,738,338
350,176,031 306,403,338
(17,190,515) _ (11,151,135)
332,985,516 295,252,203
(3,609,157) 1,910,395
329,376,359 297,162,598

. §3,718228222  $3,380,708,683

The accompanying notes are an integral part of the consolidated financial statements,
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W.T.B. FINANCIAL CORPORATION

Consolidated Statement of Changes in Shareholders’ Equity

Accumulated
Total Number of ' Other
Sharchelders’  Shares Common Stock Treasury Comprehensive  Undivided
Equity Quistanding Class A  Class B Stock Surplus  Income (Loss}  Trofits
Balance, January 1, 2005.............. $233,380,039 2,386,819 §$ 250,000 $ 4,750,000 $ (6,218,230) $32,665,000 § 2,825,336 §$199,107,733
Net income, 2003 ....voveeiresrervenies 36,227,015 36,227,015

Net unrealized losses on

securities available for sale,

net of tax benefit of $1,002,499...  (1,861,784) (1,861,784}
Reclassification adjustment for

gains included in net income,

net of tax expense of $11,815 ... {21,942) {21,942}
Comprehensive income, 2005.... 34,343,289
Cash dividends of $2.94 per share.  (6,996,738) {6,996,738)
Treasury stock acquired......cvrerene (1,375,169) (9,187) (1,375,169}
Treasury stock issued....ovviinsanns 630,476 3,900 89,700 540,776
Balance, December 31, 2005.......... 259,981,897 2,381,532 250,000 4,750,000 (7,503,699} 32,665,000 941,810 228,878,784

Net income, 2006, cviienrinvinisrerns 46,475,690 46,475,690
Net unrealized gains on :

securities available for sale,

net of tax expense of $329,456 .... 611,847 611,847
Reclassification adjustment for

losses included in net ingome, )

net of tax benefit of $192,090 ...... 356,738 356,738

Comprehensive income, 2006.... 47,444,275
Cash dividends of $3.18 per share.  {7,540,606) {7,540,606)
Treasury stock acquired ... (3,749,329)  (17,576) (3,749,329 ’
Treasury stock issued.....oooeeeeeee 1,026,361 4,034 101,893 924,468
Balance, December 31, 2006.......... 297,162,598 2,367,990 250,000 4,750,000 (11,151,135) 32,665,000 1,910,395 208,738,338
Net income, 2007 ......ocericeecarenens 50,019,279 50,919,279

Net unrealized gains on

securities available for sale,

net of tax expense of $1,341,906. 2,492,111 2,492,111
Reclassification adjustment for

losses included in net income, _ _

net of tax benefit of $447.....ccco0vue 830 830

Comprehensive incoms, 2007.... 33,412,220

Adjustment to initially apply

SFAS No. 158, net of tax : )

benefit of $4,314,419 ..o (8,012,493) (8,012,493}

Cash dividends of $3.44 per share.  (8,102,969) {(8,102,969)
Treasury stock acquired ...wvvvene (6,208,773)  (23,535) (6,208,773)
Treasury stock issued......oeinne 1,125,776 4,178 169,393 956,383

Balance, December 31, 2007.......... §329,376,359 2,348,633 § 250,000 § 4,750,000 5(17,190,515) $32,665,000 §(3,609,157) $312,511,031

The accompanying notes are an integral part of the consolidated financial statements.
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W.T.B. FINANCIAL CORPORATION

Consolidated Statement of Cash Flows

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciatton

Net premium amortization of securities....
Net mortgage servicing rights....
Provision for loan losses
Deferred income tax (benefit)
Securities (gains) losses, net
Origination of loans held for sale

Proceeds from sales of loans held forsale .............

Decrease {increase) in accrued income....,

Increase in cash surrender valug of life insurance..

Decrease {increase) in other assets
Increase in accrued expenses and other liabilities

Other, net

Net cash provided by operating activities .........

- Cash flows from investing activities:

Net {increase) decrease in interest-bearing deposits w1th banks

Securities available for sale:

Payments for purchases
Proceeds from sales and calls.
Proceeds from maturities .......

Net increase in loans held in portfolio .......oeeeeae.

Purchases of premises and equipment..........

Proceeds from sales of premises, equipment and other real €51ate ..o vverirseimverinsvinreses

1011111 B 11 R

Cash flows from financing activities:

Net increase in deposits

Net increase in funds purchased

Net increase {(decrease) in Federal Home Loan Bank advances

Proceeds from Federal Home Loan Bank notes........
Repayments of Federal Home Loan Bank notes.......

Net increase (decrease) in other short-term borrowings
Dividends paid.....
Treasury stock transactions, net

Net cash provided by financing activities

Increase (decrease) in cash and cash equivalents........

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year.....

Supplemental disclosures of cash flow information:
Cash paid for interest
Cash paid for income taxes..

Noncash investing activity, transfer from loans to other real stalC. e

Years Ended December 31,

2007

2006

2005

$ 50,919,279

5 46,475,690

§ 36,227,015

6,545,117 5,709,329 6,014,913
2,343,576 3,034,061 4,446,363
128,229 379,255 (130,719)
2,821,848 5,844,079 7,422,871
(2,449,117} (2,205,966 (317.702)
1,277 548,828 (33,757)
(74,881,547)  (60,814,351)  (84,694,959)
74,310,838 62,249,744 82,854,832
239,352 (3,931,383) (4,201,509)
{1,662,242) (1,702,708) (1,500,000}
5,031,133 (235,008) (7,538,443)
1,949,365 5,795,100 7,630,903
(663,725) {320,889 (1,242,098)
64,633,383 60,825,781 44,937,710
{1,150,838) (329,270) 4,191
(355,684,163)  (167,637.802)  (160,497,362)
1,665,000 41,028,026 35,640,437
166,004,840 69,752,596 55,561,128
{171,300,140) (379,679,602}  (358,167,956)
(10,903,996) (8,326,263) (7,254,746)
825,224 462,907 3,222,681
45,179 (12,542) (490,013)
(370,498,894)  (444,741,950) ~ (431,981,640)
226,440,069 262,981,654 389,023,959
96,189,147 108,478,461 56,501,485
(20,000,000)  (63,900,000) 57,000,000
70,000,000 490,000,000 370,000,000
(70,000,000)  (440,000,000)  (390,000,000)
{272,803) 335,637 (19,704,219)
(8,102,969) (7,540,606) (6,996,738)
(5,082,997) (2,722,968) {744,693)
289,170,447 347,632,178 455,079,794
(16,695,064)  (36,283,991) 68,035,864
117,248,022 153,532,013 85,496,149

§ 100,552,958

$ 117,248,022

$ 153,532,013

S 110,399,708
28,395,100
6,701

$ 80,910,084
25,176,100
78,620

The accompanying notes are an integral part of the consolidated financial statements,

5

$ 43,269,113
16,171,000
141,550



W.T.B. FINANCIAL CORPORATION

Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies

W.T.B. Financial Corporation (W.T.B.) is a bank holding company
headquartered in Spokane, Washington and, through its subsidiary,
Washington Trust Bank (the Bank), is engaged in the business of
financial services in Washington, Idaho, Oregon, Utah and Arizona.
The Bank was originally chartered in 1902 and provides a wide range
of banking, fiduciary, asset management, mortgage banking, and
other financial services to corporate and individual customers,

The consclidated financial statements of W.T.B. include the accounts
of WTB. and its subsidiary, Intercompany transactions and bal-
ances have been eliminated in consolidation. The preparation of
financial statements in conformity with accounting principles gener-
ally accepted in the United States requires management to make es-
timates and assumptions that affect the amounts reported in the con-
solidated financial statements and accompanying notes. Actual re-
sults could differ from those estimates.

Cash Equivalents

Cash equivalents include amounts due from banks, federal funds
sold, and securities purchased under resale agreements. Generally,
federal funds sold and securitics purchased under resale agreements
are for periods of one week or less.

Securities Available for Sale

W.T.B, has designated all securities as available for sale, including
those used in asset/liability or liquidity management. Securities
available for sale are carried at fair value, with the unrealized gains
and losses, net of tax, reported as a component of other comprehen-
sive income in shareholders’ equity. Gains and losses realized on the
sale of securities are computed on the specific-identification method
and are included in noninterest revenve. Interest and dividends on
securities are included in interest revenue. Premiums and discounts
are recognized in interest revenue using the interest method over the
terms of the securities.

Federal Home Loan Bank Steck

The Bank is a member of the Federal Home Loan Bank (FHLB) sys-
tem and as a member Is required to maintain a minimum level of
investment in FHLB stock based on specific percentages of its out-
standing FHLB borrowings. The Bank’s investment in FHLB stock
is carried at par value ($100 per share), which approximates its fair
value. The Bank may request redemption at par value of any stock in
excess of the amount the Bank is required to hold., Stock redemp-
tions are at the discretion of the FHLB.

Loans

Loans held in portfolio are carried at the principal amount out-
standing, net of unearned income, Loans held for sale are carried at
the lower of aggregate cost or market.

Enterest income with respect to loans is accrued on the principal
amount outstanding. Loan origination fees are capitalized and recog-
nized as an adjustment to the yvield of the related loan. The accrual of
interest on loans is discontinued when it is determined that the collec-
tion of interest or principal is doubtful or, generally, when a default
of interest or principal has existed for 30 days or more, unless such
lean is well secured and in the process of collection, When interest
accrual is discontinued, interest credited to income in the current year
is reversed, and interest accrued in prior years is charged against the
allowance for loan fosses. Interest payments received on nonacerual
loans are recorded as reductions of principal if principal repayment is
douvbtful. Nonaccrual loans that are current as to interest and princi-
pal or that are well secured and in the process of collection are re-
tumed to accrual status.

Allowance for Loan Losses

The allowance for loan losses is a valuation allowance for known and
inherent losses in the portfolio. Management’s determination of the
allowance is based on an evaluation of the loan portfolio, impaired
loans, past loan loss experience, economic conditions, volume,
growth and composition of the loan portfolio, and other risks inherent
in the portfolio, Management applies risk factors to categories of
loans and individually reviews all impaired loans, Management uses
risk grades for loans in the commercial and agricultural, real estate
secured, and consumer categories. For homogenous consumer port-
folios, management relies heavily on statistical analysis, past loan
loss experience, and current industry trends to estimate losses. Man-
agement evaluates the adequacy of the allowance at least quarterly,
reviewing the relevant internal and external factors that affect credit

quality.

Mortgage Servicing Rights.

Mortgage servicing rights are carried at original capitalized value, net
of accumulated amortization and impairment. The original capital-
ized value is determined using discounted cash flows based on the
then-current market interest rates and current prepayment assump--
tions. Mortgage servicing rights are amortized in proportion to, and
over the period of, estimated net servicing revenues. Impairment of
mortgage servicing rights is assessed based on the fair value of those
rights. Fair values are estimated using discounted cash flows based
on current market interest rates and carrent prepayment assumptions.
For purposes of measuring impairment, the rights are stratified based
on predominant risk characteristics of the underlying leans, including
loan type, size, note rate, origination date and term. Subsequent loan
prepayments and changes in prepayment assumptions in excess of
those forecasted can adversely impact the carrying value of the ser-
vicing assets, The amount of impairment recognized is the amount
by which the capitalized mortgage servicing rights for a stratum ex-
ceed their fair value.

Servicing fee income is recorded for fees earned for servicing loans,
The fees are based on a contractual percentaze of the outstanding
principal or fixed amount per loan and are recorded as income when
earned. The amortization of mortgage servicing rights is netted
against loan servicing fee income.



W.T.B. FINANCIAL CORPORATION

Note I: Summary of Significant Accounting Policies (con-
tinued)
Derivatives

Derivative financial instruments are used to meet the ongoing credit .

needs of customers and the market exposure of interest rate risk. All
derivative instruments are recognized as either assets or liabilities in
the consolidated statement of financial condition at fair value.
Changes in the fair value of a derivative are recorded in the consoli-
dated statement of income. At December 31, 2007 and 2006, the
estimated fair values of W.T.B.s interest rate swaps were $(875,819)
and $(80,837), respectively. Interest rate swap gains (losses) in-
cluded in interest revenue on loans were $27,100, $991 and ${(3,171)
- for 2007, 2006 and 2003, respectively.

W.T.B."s pipeline of locked residential mortgage loan commitments
and forward sales contracts to investors are considered derivatives.
W.T.B. utilizes forward sales contracts to hedge its risk of changes in
the fair value, due to changes in interest rates, of both its locked resi-
dential mortgage loan commitments and its residential loans held for
sale. The estimated fair values of these derivatives are determined by
the changes in the market value of the related loans, caused by inter-
est rate changes, from the commitment date or contract date to the
valuation date. At December 31, 2007, the estimated fair value of

" rate locks was $2,207 and the estimated fair value of forward sales
agreements was $(6,668). At December 31, 2006, the estimated fair
value of rate locks was $8,016 and the estimated fair value of forward
sales agreements was $(2,838).

Comprehensive Income

Accounting principles generally require that recognized revenue,
- expenses, gains and losses be included in net income. Although cer-
tain changes in assets and liabilities, such as unrealized gains and
losses on available-for-sale securities and unrecognized gains and
losses on pension plans, are reported as a separate component of the
equity section of the balance sheet, such items, along with net in-
come, arc compaonents of comprehensive income. Gains and losses
on available-for-sale securities are reclassified to net income as the
gains or losses are realized upon sale of the securities, Other-than-
temporary impairment charges, if any, are reclassified to net income
at the time of the charge.

Premises and Equipment

Premises and equipment, including leasehold improvements, are
stated at cost less aceumulated depreciation and amortization. De-
preciation and amortization are cemputed on both the straight-ling
and accelerated methods over the estimated useful lives of the assets
or the terms of the associated operating leases. Gains or losses on
disposition are reflected in current income. Normal costs of mainte-
nance and repairs are treated as current expenses.

Other Real Estate

Other real estate acquired through, or in lien of, loan foreclosure is
recorded at the lower of net realizable value of the property or the
cutstanding loan balance at the time of foreclosure. A provision to
the valuation allowance on other real estate is made for subsequent
declines in the fair value on a specific property basis.

Advertising Costs

W.T.B. expenses advertising costs, included in marketing and public
relations expense, as incurred.  Advertising expenses were
$1,285,784, $1,308,875 and $1,817,475 for 2007, 2006 and 2005,
respectively.

Income Taxes

The liability method is used in accounting for income taxes, wherghy
deferred tax assets and liabilities are determined based on differences
between the financial reporting and tax bases of assets and liabilities,
and are measured using the enacted tax rates and laws that will be in
effect when the differences are expected to reverse. W.T.B. reports
accrued interest related to unrecognized tax benefits and penalties, if
any, as income tax expense.

Common Stock :

At December 31, 2007 and 2006, 25,000 shares of Class A voting
common stock were outstanding. Class B nonvoting common stock
shares outstanding were 2,323,633 and 2,342,990 at Decem-
ber 31, 2007 and 2006, respectively. Authorized Class C shares total-
ing 500,000 remain unissued, with terms to be determined upon issu-
ance.

Reclassifications

Certain 2006 and 2005 amounts have been reclassificd to conform
with the 2007 presentation. These reclassifications had no effect on
retained earnings or net income as previously reported and the effect
of these reclassifications is not considered material.

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board
(FASB) issued Statement of Financial Accounting Standards (SFAS)
No. 157, “Fair Value Measurements.” SFAS No. 157 defines fair
value, establishes a framework for measuring fair value and expands
disclosures about fair value measurements. It clarifies that fair value
is the price that would be received to sell an asset or paid to fransfer a

. liability in an orderly transaction between market participants in the

market in which the reporting entity transacts. This Statement does
not require any new fair value measurements, but rather, it provides
enhanced guidance te other pronouncements that require or permit
assets or liabilities to be measured at fair value. This Statement is
effective for fiscal years beginning after November 15, 2007, with
earlier adoption permitted. The adoption of SFAS No. 157 is not

_expected to have a material effect on W.T.B.’s conselidated financial

position or results of operations,
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Note 2: Securities Available for Sale
All securities were designated as available for sale at December 31, 2007 and 2006. The amortized costs and fair values were as follows:

2007 2006
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains Losses Value Cast Gains Losses Value

U.S. Treasury and
federal agencies.......cowmmimrsanns % 37,617,960 § 285 § 205,130 & 37413106 § 56474,164 § 1,337,776 $ 55,136,388
States and palitical )
SUbdIvISIONS ..o.ceeee e 77,564,626 2,961,055 1,323 80,524,358 79,611,014 § 3,351,703 2,721 82,959,995
Mortgage-backed securities..,......... 500,020,847 5,422,280 1,402,796 504,040,331 293,448 785 1,740,973 813,109 294,376,649

5615203433 § §383620 § 1609258 $621977,795 $429.,533,963 § 5092676 § 2,153,606 $432,473,033

The following table shows the gross unrealized losses and fair value, aggregated by category and the length of time that individual securities
have been in a continuous unrealized loss position, at December 31, 2007, These securities had no deterioration in their credit ratings during
2007 or 2006. All unrealized losses were caused by interest rate changes and, in the opinion of W.T.B.’s management, the unrealized losses

are temporary in nature,

2007
Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. Treasury and
federal agencies.....ooeenvveceenecnens § 1,184250 § 105 § 30,931,250 § 205034 § 32115500 § 205139
States and political
subdivisions 276,487 841 219,518 482 496,005 1,323
" Mortgage-backed securities............ 111,131,261 1,193,428 21,708,581 209,368 132,839,842 1,402,796
$112,591,998 % 1,i94374 § 52859349 § 414,884 $165451,347 § 1,609,258

Securities with fair values of $444,592 119 and $400,332,159 at De- .

cember 31, 2007 and 2006, respectively, were pledged to secure
funds on deposits, customer repurchase agreement products, addi-
tional borrowings or for other purposes.

Proceeds from sales of available-for-sale securities in 2007 were
51,665,000, resulting in gross gains of $16,650 and gross losses of
$17,927.

Proceeds from sales of available-for-sale securities in 2006 were
$41,028,026, resulting in gross gains of $62,958 and gross losses of
$611,786.

Proceeds from sales and calls of available-for-sale securities in 2005
were $35,640,437, resulting in gross gains of $49,904 and gross
losses of $16,147. :

The amortized costs and fair values of securities at Decem-
ber 31, 2007 are shown below by maturity. Expected maturities will
differ from contractual maturities because issuers may have the right
to call or prepay obligations with or without call or prepayment pen-
alties. Mortgage-backed securities, which are not due at a single
maturity date, bave been allocated over maturity groupings, based on
the expected weighted-average lives using curent prepayment as-
sumptions,

Securities Available for Sale

Ameortized Fair
Cost Value
Due in one year or1ess .ooveeeivvecerecen. 3 189,158,503 § 185,964,015
Due afier one year through five years.... 370,860,606 375,147,276
Due after five years through ten years ... 51,380,377 52,807,994
Due after ten years....covvveveec e 3,803,947 4,058,510

§ 615,203,433  § 621,977,795
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Note 3: Federal Funds Sold
The following table summarizes federal funds sold {(dollars in thou-
sands):

2007 2006 2005
December 31
Amount... $ 1,250 ¢ g500 $17,300
Rate 3.90% 4.84% 4.19%
Average for the year:
Amount... $44425 $15047 $17216
Rate 5.14% 4.92% 3.23%
Maximum oulstanding
atany menth-end B152420 $49600 $42,000
Note 4: Loans and Allowance for Loan Losses
At December 31 loans were as follows:
2007 2006
Commercial and agricultural .................. $ 874,004,241 5 944,773,93)
Real estate secured:
Commercial .....cocoeerieeeereni ey eeeeeeenerers 674,653,287 596,846,353
CONSITRETION  voeocsvesrimerseverssrerresreansrenne 691,503,964 614,706,823
Residential 588,979,067 507,427,239
Consumer 83,907,614 78,625,071
2,913,048,173 2,742,379 417
Allowance for loan 10888 ... (46,26%9,636) (45,710,179
$2,866,778,537 $2,696,669,238

Loans are presented net of unearned income of $8,128,562 and
$9,286,706 at December 31, 2007 and 2006, respectively. Residen-
tial real estate secured loans of $4,342,761 and $3,562,090 at De-
cember 31, 2007 and 2006, respectively, were held for sale. Real
estate secured loans of $96,385,542 and $120,481,928 were pledged
at December 31, 2007 and 20086, respectively, for Federal Home
Loan Bank {(FHLB) notes,

A summary of changes in the allowance for loan losses for the years
ended December 31 follows:

2007 2006 2005
Balance at beginning of year ... $45,710,179  $41,084,194 $37,538,943
Charge-offs:
Commercial and agricultural ... {1,791,073) (3,817,179}  (5,684,5%2)
Real estate secured. o (631325) (241,744) {765,969)
CONMSUMET ..o e rreeenrrerrooss (978,650) (693,413) (985,327)
(3,401,088) (4,752,336) (7.435,288)
Recoveries:
Commercial and agriculperal ... 1,256,214 2,479,007 2,160,008
Real estate secured........o......e.. 354,465 - 603,408 967,382
CONSUNIET ceeerirees e e 528,018 © 451,827 430,878
2,138,697 3,534,242 3,558,268
Met charge-offs......ccceeeeceveee 1,262,391y (1,218,094)  {3,877,620)
Provision for loan losses .......... 2,821,848 5,844,079 7,422,871
Adjustment to reclassify the
allowance for credit losses on
off-batance sheet credit expo-
suras (o other liabilities............ (1,000,000)

Balance at end of year.............. 546,269,636 345,710,179  $41,084,194

Loans considered impaired under SFAS No. 114 were as follows:

2007 2006 2005
December 31:
Impaired leans without a
valuation allowange............3 548893 § 937,020 §$ 2,739357
[mpaired loans witha
valuation allowance............ 4,242 846 1,667,323 5,304,042
Total impaired loans........... 53 4,791,739 § 2,604,343 § 8,043,399
Allowance on
impaired loans ................§ 1,062997 § 644,909 $ 3327729
Nonaccrual 10ans ....veceeeeren, $ 4,791,739 § 2,604,343 § 8,043,399
Loans past due 90 days or
more and still accruing.......$ 850,536 § 228,603 ¥ 4,666,880
Far the years ended
December 31:
Average impaired loans........ $ 3,830,379 § 5098903 § 9692,639
Cash-basis interest income . § 272,629 § 349286 § 476,053

The allowance for impaired loans is included in the allowance for
loan losses. All nonaccrual loans were impaired at each year-end.

Note 5: Loan Servicing

Mortgage loans serviced for others are not inicluded in the accompa-
nying consolidated statement of financial condition. The unpaid
principal balances of morigage loans serviced for others at Decem-
ber 31, 2007, 2006 and 2005 were $374,353,178, $378,570,050 and
$365,896,779, respectively. Custodial escrow balances maintained in
connection with the loan servicing, and included in demand deposits,
were $1,664,103 and $1,740,829 at December 31, 2007 and 2006,
respectively. The balances of loans serviced for others related to
servicing rights that have been capitalized at December 31, 2007 and
2006 were $369,503,318 and $372,160,63 1, respectively.

A summary of the carrying values and fair values of mortgage servic-
ing rights, included in other assets, at December 31 follows:

2007 2006
Unamortized cost § 2298758 § 2485777
Valuation allowance ... S {518,602} {577,392)
Carrying value $ 1,780,156 § 1,908,385
Fair value $ 3,306,531 &5 3,562,469
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Note 5: Loan Servicing (continued)

Loans sold with servicing retained were $53,113,834, $46,097,389
and $68,425,413 in 2007, 2006 and 2005, respectively. Following is
an analysis of the activity for mortgage servicing rights and the re-
lated valuation allowance for the years ended December 31:

2007 2006 2005
Unamottized cost:
Balance at beginning
(V] 7% SR $ 2485777 % 2,860,596 §$ 3,152,774
Mortgage servicing
rights created.......cceeconeene 477 649 426,216 675,253
AMORIZAON .oovmrcrrrnene (664,668) (801,035) (967.431)

Balance at end of year $ 2298758 % 2485717 § 2,860,596

2007 2006 2005

Valuation allowance:
Balance at beginning

(13 17 § (577,392) % (572956) § (995853)
Additiens..... (126,572)  (206,329) (79,226)
Reductions 179,362 201,893 502,123

Balance at end of year........ § (518,602) § (577,392) § (572,956)

At December 31, 2007, the key economic assumptions of the current
fair value of mortgage servicing rights were as follows:

2007
Prepayment speed assumption {constant prepayment rate)........ 17.09 %
Discount rate 9.54%

As of December 31, 2007, the estimated future amortization expense
for mortgage servicing rights was:

Years ending December 31,

2008, $ 346,660
2009 - 424,384
210 322,357
2011 241,857
20121 ereseeseeneensereess e © 183,852

The projected amortization expense of the servicing asset is an esti-
mate and is subject 1o change. The amortization expense for future
periods was calculated by applying the same quantitative factors,
such as estimated prepayment assumptions that were used to deter-
mine the amortization expense for December 31, 2007, These factors
are subject to significant fluctuations, Any projection of servicing
asset amortization in future periods is limited by the conditions that
existed at the time the calculations were performed, and may not be
indicative of actual amortization expense that will be recorded in
future periods.
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Note 6: Premises and Equipment
A summary of bank premises and equipment at December 31 fal-
lows:

2007 2006
Land $ 14,765,676  § 14,096,222
Buildings 41,977,942 38,569,150
Furniture and equipment ........cccooeeevenronenns 42,608,161 38,383,173
'99,351,779 91,048,545
Less accumulated depreciation.......covrereee. (35,387,850)  (51,083,877)

$43,063,929 § 39,964,668

Depreciation on bank premises and equipment was charged to occu-
pancy expense or furniture and equipment expense in the amounts of
$6,224,435, $5,390,788 and $5,677,106 in 2007, 2006 and 20035,
respectively.

W.T.B. also owns, through its subsidiary, propertics that are operated
as nonbanking premises, including portions of the Washington Trust
Financial Center Building. These properties are stated at cost, less
accumulated depreciation. The costs associated with the portions
used by W.T.B. were included in bank premises and equipment.
Costs for nonbanking premises are summarized at December 31 as
follows:

2007 2006
LaNG ..o s $ 663448 § 663,448
Buildings.... 8,424,163 8,387,323
Fumiture and equipment .........ocovveeeerremsenenss 322,200 322,200
9,409,811 9,372,971
Less accumulated depreciation.........cccnene (3,975,638) {5,056,283)

F 3434173 § 3716688

Depreciation on nonbanking premises of $320,682, $318,541 and
$337,807 in 2007, 2006 and 20035, respectively, was 1nc]uded in non-
banking premises revenue, net of expenses.

Note 7: Other Assets
At December 31 other assets were as follows:

2007 2006
Cash surrender value of fife insurance.......... $ 22,997,985  § 21,335,743
Net deferred 1axes 19,324,847 13,860,651
Pension asset 3,467,189 - 17,664,578
Mortgage servicing rights......cc.ceeeeevecececnnene 1,780,156 1,908,385
Prepaid expenses and other ... 1,557,522 4,468,196
Total other assets .. croenicrnenenn. 3 49,127,699 § 59,237,553
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Note 8: Depuosits
At December 31 deposits were as follows:

2007 2006

Neninterest-bearing demand................. § 568,565,068 $ 630,026,051
Interest-bearing: :

Demand 225,422,271 222,425,428

Savings 983,936,731 839,436,261

Time deposits.....cooooeeoreneinenerenenn 1,157,802,982 1,017,399,294

Total interest-bearing..........cco..eeee . 2,367,162,034 2,079,260, 983

$2935,727,103  $2,709,287,034

Included in time deposits at December 31, 2007 and 2006 were
$755,473,589 and $687,863,041, respectively, of time deposits of
$100,000 and over. Included in interest expense on time deposits
during 2007, 2006 and 2005 were $36,887,404, $31,057,197 and
518,181,258, respectively, for time deposits of $100,000 and over.

At December 31, 2007, the scheduled maturities of time deposits
were as follows:

2008 $ 718691,023
2009 378,098,524
2010 29,079,732
2011 13,832,395
2012 and thereafter ........ovvveeen... 18,101,308

$1,157,802,982

Note 9: Funds Purchased

. Funds purchased represent purchases of federal funds and securities
sold under agreements {o repurchase on behalf of the Bank and the
Bank’s customers. Funds purchased generally mature within one {o

* 30 days. At December 31, 2007, repurchase agreements were
:$335,601,584 and were secured by pledged securities with fair values
of $361,291,304, At December 31, 2006, repurchase agreements
were $239,412,437 and were secured by pledged securities with fair
values of $323,207,886. The following table summarizes funds pur-
chased (dollars in thousands): '

2007 2006 2005

December 31:

AMBUNL, .. eess e e $ 335602 § 239412 § 130,934

RAE oo e tnc v ver s oo ass e 4.48% 4.36% 3.43%
Average for the year:

ARIOUNL, ..o ree e st anees s § 288,707 5169212 § 97942

RALE oo mnceneerressnssssnsssssasssanns 4.91% 4.63% 2.47%
Maximum cutstanding .

at any month-end....... .o veeecvnnens $ 335,602 § 232412 $ 130,934

Note 10; FHLB Borrowings
FHLB borrowings consgist of FHLB notes and FHLB advances. At
Precambser 31 FHLB borrowings were as follows:

2007 2006
FHLB advances $ 20,000,000
FHLB notes $ 80,000,000 80,000,000

5 80,000,000 $100,000,000

FHLB advances are generally repaid within one day to ong year from
the transaction date. At December 31, 2007, FHLB notes were
scheduled to mature as follows:

Amount Interest Rates
Due in 200% $ 60,000,000 4.18-4.52%
Due in 2011 20,000,000 4.47%

$ 80,000,000

The following table summarizes FHLLB advances (dollars in thou-
sands}):

2007 2006 2005

December 31:

Amount.. $ 20,000 § 23,900

RALE ceeee e rereeens ceesessre s s snsnessanenes ) 5.63% 4.33%
Average for the year: :

Amount.. § 665 § 30572 § 52,190

Rate....... 5.44% 5.05% 3.28%
Maximum outstanding

at any month-end.......coemnnsinnnnn F 12900 3 102,000 § 105,000

The Bank has established & borrowing line with the FHLB to borrow
up to the lesser of 25% of total assets or adjusted qualifying collateral
which would give it a maximum total credit line of $375,580,888 at
December 31, 2007,

Note 11: Other Short-term Borrowings

Other short-term borrowings consist of Treasury tax and loan notes.
The Treasury tax and loan notes outstanding were $655,588 and
$928,391 at December 31, 2007 and 2006, respectively, Treasury tax
and loan notes were generally repaid within one to two days during
2007 and 2006 without interest. During 2005 Treasury tax and loan
notes were generally repaid within one day to one year from the
transaction date.

The following table summarizes other short-term borrowings (dollars
in thousands):

2007 2006 2005
Becember 31:
636 % 928 3 593
0.00% 0.00% 1.97%
2N % 282§ 2,196
0.00% 0.00% 1.96%
Maximum outstanding .
at any month-end.......cnnmm e $ 656 3 928 § 20,332
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Note 12: Pension and Employee Benefit Plans

W.T.B. maintains a qualified defined benefit pension plan for em-
ployees hired before January 1, 2004, Benefits under the plan are
based on the number of years of service and the employee’s career
average compensation during such years. W.T.B. has updated past
service benefits from time to time in the past, but is not obligated to
make any such updates in the future, The funding policy is to con-
tribute annually an amount not less than the minimum required to be
funded under ER1SA, nor more than the maximum amount that is

. currently deductible for federal income tax purposes.

On December 31, 2007, W.T.B. adopted SFAS No. 158, “Emplayers’
Accounting for Defined Benefit Pension and Other Postretirement
Plans”, an amendment of SFAS No. §7, 88, 106, and 132(R). This
statement requires the recognition of the overfunded or underfunded
status of a defined benefit postretirement plan as an asset or liability
on the balance sheet, and recognition of changes in that funded status
in the year in which the changes occur through other comprehensive
income. Amounts recognized in accumulated other comprehensive
income for the year of adoption ended December 31, 2007, consisted
of accumulated net loss and prior service cost of $12,252 808 and
$74,104, respectively, net of tax benefit of $4,314,419, for a net re-
duction of other comprehensive income of $8,012,493. The follow-
ing table provides the incremental effect of adopting SFAS Neo. 158
on individual line items in the consolidated statement of financial
condition at December 31, 2007 (dollars in thousands):

Before After
Adoption of Adoption of
SFAS 158 Adjustments SFAS 158

Other assets $ 57,140 5 (8012} § 49,128
Total assets 3,725,918 {8.012) 3,717,906
Accumulated other comprehensive

iNCOME (LOS5} e cereres cerreerens 4,403 (8,012) (3,609)
Total shareholders’ equity ............... 337,338 (8,012) 329,376
Total liabilities and

shargholders’ equity ....c..coceeriveeeene 3,725,918 (8,012) 3,717,906
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W.T.B. uses a December 31 measurement date for the plan, The
following table provides a reconciliation of the changes in the plan’s
benefit obligation and fair value of assets over the two-year period
ended December 31, 2007, and a statement of the funded status at
December 31 of both years:

2007 2006

Accurnulated benefit abligation at

end of year £ 49913,34% § 46,925,557

Change in projected benefit obligation:

Benefit obligation at beginning of year,.... § 52,792,851 § 54,393,469
Service cost— benefits eamed during
LTS 11 7 T {833,456 1,947,861
Interest cost 3,076,943 2,824,592
Change in assumptions......oceeeeceevennennns (635,062) (3,603,603}
Actuarial (gain) 10SS .o 1,168,33% (411,423}
Benefits paid (2,603,528) (2,358,045
Benefit obligation at end of year.._.......... 55,632,999 52,792,851
Change in plan assets;
Fair value of plan assets at beginning
of year 57,154,474 52,258,624
Actual return on plan assets ....ooveveeveeenee 4,549,241 5,183,949
Employer contribution.. ..o 2,069,946
Benefits paid (2,603,528) (2,358,045}
Fair value of plan assets at end of year ..... 59,100,187 57154474
Funded status:
Funded status at end of year........omvne 3,467,188 4,361,623
Unrecognized net 1085 ........eceivveeeecrenceons Net applicable 13,217,714
Unrecognized prior service cost . Net applicable 85,241

Amount included in other assets

£ 3,467,188 § 17664578

2007 2006 2005

Assumptions used in computing the present
value of the accurmrlated benefit
obligaticn and the projected benefit
obligation at year-end;

Discount rate
Rates of increase in compensation

Expected long-term rate of retum on assets
used in computing the net pension expense
determined at beginning of year.......cceen.

6.00%
5.00%

575%
5.00%

5.50%
5.00%

7.00%  8.00%  8.00%
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Note 12: Pension and Employee Benefit Plans (continued)
W.T.B.’s assumption for expected long-term return on plan assets is
based on a perfodic review and modeling of the plan’s asset alloca-
tion and liability structure over a long-term horizon. Expectations of
returns for each asset class are the most important of the assumptions
used in the review and modeling, and are based on comprehensive
reviews of historical data and economic/financial market theory. The
expected long-term rate of return on assets was selected from within
the reasonable range of rates determined by (a) historical real returns
for the asset classes covered by the investment policy, and (b} projec-
tions of inflation over the long-term period during which benefits are
payable to plan participants.

Net periodic pension cost for 2007, 2006 and 2005 included the fol-
lowing components:

2007 2006 2005
SBEVICE COSL..vovvvneeaere s snsneraererers $1,833456 51,947,861 §2371,593
TNBBFESE COSE »uvenrecnrrsrreerececcnnennserssenne 3076943 2,824,592 2,775,926
Expected return on plan assets......... (3,921,043) (4,105,890} (3,648,850)
Amartization of net 108§.....cevrunee 869,985 1,073,257 758,619
Amortization of prior service cost ... 11,137 14,227 40,482
Net periodic pension cost............,... 51,870,478 § 1,754,047 52,297,710

The unrecognized prior service cost is attributable to plan amnend-
ments that updated past service benefits. The estimated net loss and
amortization of prior service cost that will be amertized from aceu-
mulated other comprehensive income into net periodic benefit cost
over the next year are $589,479 and $8,037, respectively,

W.T.B.’s pension plan asset allocations at December 31, 2007 and
2006, by asset category, were as follows:

Plan assets at December 31, 2007 2006
Asset category:
Equity securities 64% 61%
Debt securities 33% 37T%
Cash equivalents 3% 2%
Total 100% 100%

W.T.B.’s target assct allocation for 2008, by asset category, is as
follows:

Asset category:
Equity securities 60%
Debt securities 40%
Total 100%

W.T.B.’s investrment policy includes various guidelines and proce-
dures designed to ensure assets are invested in a manner necessary to
meet expected future benefits eamed by participants. The investment
guidelines consider a broad range of economic conditions. Central to
the policy are target allocation ranges by major asset categories.

The objectives of the target allocations are to maintain investment
portfolios that diversify risk through prudent asset allocation parame-
ters, achieve asset returns that meet or exceed the plan’s actuarial
assumptions, and achieve asset returns that are competitive with like
institutions employing similar investment strategies.
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The investment policy is periodically reviewed by W.T.B.’s Retire-
ment Benefits Committes. The policy is established and adminis-
tered in a manner so as to comply at all times with applicable gov-
ernment regulations. :

W.T.B. does not expect to contribute to its pension plan in 2008. The
following pension benefit payments, which reflect expected future
service, as appropriate, are expected to be paid:

2008..... $ 2,476,089
2009 2,601,744
2010...... 2,731,458
2011 2,940,332
2002 3,194,700
Years 2013 through 2017 ..oy 19,505,311

W.T.B. maintains a defined contribution retirement plan for employ-
ees hired afier December 31, 2003. W.T.B. will make an annual
conlribution equal to at least three percent of eligible compensation
into the plan for employees meeting certain eligibility requirements.
The defined contribution expense for 2007, 2006 and 2005 was
$271,435, $199,829 and $60,000, respectively.

W.T.B. sponsors an employee savings plan. This plan allows quali-
fied employees, at their option, to make contributions of up {o certain
percentages of pre-tax base salary through salary deductions under
Section 401(k} of the Internal Revenue Code. . W.T.B, matches a
portion of these contributions. Maiching contributicn expense for
2007, 2006 and 2005 was $1,038,311, $900,712 and $837,686, re-
spectively. Contributions are invested, at the employees’ directions,
among a variety of investment alternatives.

W.T.B. has a non-qualified deferred compensation “phantom stock™
plan for executive officers. The values of the phantom stock awards
are indexed to W.T.B.’s book value per share. The stock awards,
phantom stock dividend payments and the increase in value of the
prior years’ stock awards arc expensed as compensation. Related
compensation expense for 2007, 2006 and 2005 was $1,321,948,
$1,148,807 and $935,233, respectively. A summary of changes in
the indexed shares follows:

Number of Total

Shares Share Value

Balance, January 1, 2005....ccccevrrereeenne 27,506 % 2698208
Granted 5,222 570,000
Increase il ¥alue. ... 287,700
Converted t0 PAYOUL ..v.vvecvvevvinesrsmrenreceesens (2,337 (228,457)
Balance, December 31, 2005, 30,481 3,327,451
Granted ...... 5459 685,000
INCrease in ¥alue. ..o s 388,171
Converted 1o PRYOUL ....covvrirsncrramsrisiines (6,696) {731,006)
Balance, December 31, 2006........cccccovevvnnne 29244 3,669,616
Granted e 5,636 790,000
Inerease in value .......ooeeveeecceceenesrienens 431,349
Balance, December 31, 2007 34,380 $ 4,890965
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Note 12: Pension and Employee Benefit Plans (continued)
W.T.B. offers medical, dental and vision plans to its employees.
W.T.B. =elf insured dental and vision plans in 2005, began self insur-
ing one of its medical plans in 2005, and self insured all of these
plans.in 2006 and 2007. W.T.B. contracts with third-parties to act as
c¢laims administrators. Funding for benefits iz derived from employer
and employee contributions. W.T.B. limits its potential losses
through insurance policies with stop-loss carriers, Medical, dental
and vision plan expenses were $2,869,310, $3,344,251 and
£2,947,451 for 2007, 2006 and 2005, respectively. Self insurance
reserves were $337,988 and $516,781 for 2007 and 2006, respec-
tively, and were included in other liabilities.

Note 13: Income Taxes
The current and deferred portions of income taxes for the years ended
December 31 were as follows:

2007 2006 2005
Current:
Federal 327,154,491 $23,955278 316,640,544
SRR i 1,367,157 984,424 786,324
28,521,648 24939302 17,426,868
Deferred (benefit):
Federal......concvmnnn i (2,342,761)  {2,113,209) (314,311)
State {106,356) (92,757) (3,391)
{2449117)  {(2,205,966) {312,702)
$26,072,531 $22,733,736 $17,109,166

Income taxes on income befors income taxes differ from the statutory
rate of 35% for the following reasons:

2007 2006 2005

Federal income taxes at
statutery rate
State inceme taxes, net of

$26,947,136 $24.22329% 518,667,663

federal tax benefit .......eecamnien 819,520 579584 508,506
Decrease in income taxes due :

to tax-exempt interest on

securities and loans of states

and political subdivisions .......... (2,151915) (2,219.260) (2,258,508)
Mandeductible interest

expense from carmying

tax-exempt assets ... inisininnas 486,658 439,203 290,916
Other nondeductible expenses

and amortization of

INAREIBIES (..o e rrancaeans 357,784 239 508 107,576
Other. (386,652} (528,598) (207,387)

$26,072,531 §$22,733,736 $17,109,166
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Included in income taxes are taxes (benefits) on net securities gains
(losses) of $(447), $(192,090) and $11,815 for the years ended De-
cember 31, 2007, 2006 and 2003, respectively.

Deferred income taxes reflect the net tax effects of temporary differ-
ences between the carrying amounts of assets and liabilities for finan-
cial reporting purposes and the amounts used for income tax pur-
poses. No valuvation allowances for deferred tax assets were neces-
sary at December 31, 2007 or 2006. Significant components of the
deferred assets and liabilities at December 31 were as follows:

2007 2006
Deferred tax assets;

Allowance for 10an 10sses .....ccecvevveeecrrereenen. $16,957,128  $16,754,900

Allowance for off-balance sheet

credit exposures 366,485
Deferred compensation ... 5,488 065 5,050,820
Financial-over-tax depreciation .. 2,734,644 2,251,438
Commitment {25 ......... 243,787 274,962
Other real 85I818....o.. cvvee e e eresesenes 64,824 80,218
Interest on nonaccrual 10ans.......coveeiveeeenes 283,369 60,216
Other..... 321,952 171,734
Total deferred tax asse1S......cocvveveverenierens 26,465,258 24644288
Deferred tax liabilities:
Unrealized ggins en

securities available forsale........ccoooveeennee 2,371,027 1,028,674
Pension benefits....... ........ 1,473,884 6,474,887
FHLB stock dividends. 1,787,001 1,787,350
Mortgage serviging, £52,400 699,512
Prepaid eXpenses .....o.ueeumeereneeseecsenssressessen 340,766 434,128
DiSCOUNt ACETEHDN . 1vverrireesieserisssrsaassrsrsarreres 114,947 100,424
SHUE INCOTNE tAX .eoe e e e e 283,490 246,760
Other..... 116,806 11,862
Total deferred tax liabilities . .......ocovvineie 7,140,411 13,783,637
Net deferved tax 55615 v vveereneeonne $19,324,847 513,860,651

W.T.B. files income tax returns in the U.S. federal jurisdiction and
various states. With few exceptions, W.T.B, is no longer subject to
U.S. federal, state or local income tax examinations by tax authorities
for years before 2004.

W.T.B. adopted the provisions of the FASB Interpretation No, 48,
“Accounting for Uncertainty in Income Taxes”, on January 1, 2007,
As a result of the adeption, no liabilities were necessary for unrecog-
nized tax benefits at January 1, 2007 or December 31, 2007.
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Note 14: Financial Instruments

The Bank is a party to financial instruments with off-balance sheet
risk in the normal course of business to meet the financing needs of
its customers and to reduce its own exposure to fluctuations in inter-
est rates. The Bank’s financial instruments include commitments to
extend credit, standby letters of credit, and commercial letters of
credit.

All these transactions may invelve, in varying degrees, clements of
credit and interest rate risk in excess of the amount recognized, if
any, in the conselidated statement of financial condition. The Bank’s
exposure to ¢redit losses in the event of nonperformance by the other
parties to financial instruments for commitments to extend credit,
standby letters of credit, and commercial’ letters of credit is repre-
sented by the contractual amounts of those instruments. The Bank
uses the same credit policies in making commitments and conditional
obligations as used in the lending process.

Commitments to extend credit are agreements to lend to customers as
long as there are no violations of any conditions established in the
commitment contracts, Commitments generally have fixed expira-
tion dates or other termination ¢lauses and may require payment of a
fee. Since many of the commitments are expected to expire without
being completely drawn upon, the total commitment amounts do not
necessarily represent future cash requirements, The Bank evaluates
customers® creditworthiness on a case-by-case basis, The amount of
collateral obtained, if deemed necessary by the Bank upon extension
- of credit, is based on management’s credit evaluation of the counter-
party. Collateral varies but may include accounts receivable; inven-
tory; property, plant and equipment; residential real estate; and in-
come producing commercial properties.

Standby letters of credit are conditicnal commitments issued by the
Bank to guarantee the performance of commercial customers to a
third party. The credit risk involved in issuing standby letters of
credit is essentially the same as that invelved in extending loans to
" customers,
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Through commereial letters of ¢redit, the Bank guarantees customers’
trade transactions to third parties, generally to finance commercial
contracts for the shipment of goods. The Bank’s credit risk in these
transactions is limited, since the contracts are supported by the mer-
chandise being shipped and are generally of short duration.

The Bank grants commercial and agricultural, real estate, and con-
sumer loans to customers, mainly in Washington, Idaho, Oregon, and
Utah, secured by business and personal property. The loans are ex-
pected to be repaid from cash flow or proceeds from the sale of se-
lected assets of the borrowers. Although the loan portfolio is diversi-
fied, a substantial portion of the debtors® abilities to honor their con-
tracts is dependent upon the economic conditions in Washington,
[daho, Oregon, and Utah. The Bank has no significant exposure from
highly leveraged transactions and has no foreign credits in its loan
portfolia, '

[ollowing is a summary of the exposure to off-balance sheet risk at
Deeember 31 {dollars in thousands):

2007 2006
Financial instruments whose ¢ontract
amounts represent credit risk:
Commitments to extend credit.. ..o ienene $ 1573410 % 1348721
Standby letters of eredit ..o 103,877 119,19
Commercial letters of eredit...........covvvveernns 347 1,472

An allowance for credit losses on off-balance sheet credit exposures
is maintained at a level management considers to be adequate. As of
December 31, 2007, the balance of the allowance was $1,000,000,
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Note 15: Fair Values of Financial Instroments

SFAS No. 107, as amended by SFAS No. 119, requires disclosure of
fair value information about financial instruments, whether or not
recagnized in the balance sheet, for which it is practicable to estimate
those values. In cases where quoted market prices are not available,
fair values are based on estimates using present values or other valua-
tion techniques. Results from those techniques are significantly af-
fected by the assumptions used, ineluding the discount rates and es-
timates of future cash flows, In that regard, the derived fair value
estimates cannot be substantiated by comparison to independent mar-
kets and, in many cases, could not be realized in immediate settle-
ment of the instruments. The Statements exclude nonfinancial in-
struments from their disclosure requirements. Specifically, land and
buildings are not disclosed at fair value, nor is the value derived from
retaining customer deposit relationships, commonly referred to as a
customer deposit base intangible. Accordingly, the aggregate fair
value amounts presented are not intended to represent the fair value
of W.T.B.’s shareholders’ equity.

The following methods and assumptions were used by W.T.B. in
estimating its fair value disclosures for each ¢class of financial instru-
ment:

"Cash and cash equivalents: The carrying amounts reported in the
+ statement of financial condition for cash and short-term instruments
approximate those assets” fair values.

Securities: Fair values for securities are based on quoted market
prices.

FHLB stock: The fair value is based upon the redemption value of
the stock which equates to its camrying value.

Loans: For variable-rate loans that reprice frequently and with no
significant change in credit risk, fair values are based on carrying
values, Fair values of fixed-rate loans are estimated using discounted

_-cash flow analyses and interest rates currently being offered for loans
with similar terms to borrowers of similar credit quality. The carry-
ing amount of accrued income receivable approximates its fair valuve.
The fair values of lending commitments at year-end are estimated to
approximate the remaining unamortized fees.

Deposits:  The fair values disclosed for interest- and noninterest-
bearing demand deposits and savings are equal to the amounts pay-
able on demand at the reporting date (i.e., their carrying amounts).
The camying amounts for variable-rate time deposits approximate
their fair values at the reporting date, Fair values for fixed-rate time
deposits are estimated using a discounted cash flow calculation that
applies interest rates currently offered on such deposits to a schedule
of agpregated expected monthly maturities. The earvying amount of
accrued interest payable approximates its fair value,

Funds purchased and other short-term borrowings: The carrying
amounts of federal funds purchased, borrowings under repurchase
agreements, and other short-term borrowings approximate their fair
values.

FHLB borrowings: The fair value of FHLB advances and other bor-
rowings is estimated by discounting the estimated future cash flows
using rates currently available to the Bank for debt with similar re-
maining maturities, '
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The carrying amounts and estimated fair values of each class of fi-
nancial instruments at December 31 were as follows (dollars in thou-

sands):
2007
Carrying Fair
Amount Value
Financial assets:
Cash and due from banks, federal funds
sold and interest-bearing deposits
with banks. § 102054 3 102054
Securities available for sale........ccoovvees e, 621,978 621978
Federal Home Loan Bank stock 11,663 11,663
Loans held for sale ... 4,343 4,343
Leans held in porifolio............. 2,908,705
Less: allowatce for loan 0s5es....w.cs, (46,270)
Loans, net of allowance.......coeeeervcviinensn 2,862,435 2,915,733
Accrued income receivable......ooveer e, 19,086 19,086
Financial liabilities;
Demand and savings deposits .oevccoevseniene 1,777,924 1,777,924
Time deposits 1,157,803 1,163,959
Funds purchased 335,602 335,602
Federn) Home Loan Bank bortowings......... 20,000 80,019
Other short-term borrowings..........ocoweerees 656 656
Accrued interest payable ... 12,236 12,236
Commitments to extend credit........oooeeene. G (679)
TNIErESt rate SWAPS ..o essse s 876 876
2006
Carrying Fair
Arnount Valug
Financial assets:
Cash and due from banks, federal funds
sold and interest-bearing depasits
with banks $ 117248 $§ 117,248
Securities available for sale.....oov e 432473 432,473
Federal Home Loan Bank stock....ooeecene. 11,663 11,663
Loans held for sale ..o 3,562 3,562
Leans held in porifolie ... e i, 2,733,817
Less: allowance for loan losses ... (45,710)
Loans, net of allowance......... 2,693,107 2,728,445
Accrued income receivable......cccccr e 19,326 19,326
Financial liabilities:
Demand and savings deposits ...ovcernece. 1,691,888 1,691,838
Time depasits 1,017,399 1,013,603
Funds purchased ... mreercreveessesreens 239412 235412
Federal Home Loan Bank borrowings.......... 100,000 99,646
Other shotrt-term botrowings........... 928 928
Accrued interest payable ...... . 12,366 12,366
Commitnents to extend credit ..., (750) {750)
Interest rate swaps 21 81
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Note 16: Contingencies and Commitments
During the normal course of business, W.T.B. and the Bank are in-
volved as defendants in various legal matters. In the opinion of
W.T.B.’s management, the potential liability, if any, upon resolution
of all litigation currently pending would not have a material adverse
effect on W.T.B.’s financial position or resulis of operations.

W.T.B. has various operating leases covering the use of certain prem-
jses and equipment. The lease expense under such arrangements
amounted to $1,661,838, $1,458,081 and $1,298,78% for the years
ended December 31, 2007, 2006 and 2005, respectively., All leases
expire prior to the year 2G18. Certain leases contain renewal clauses
of up to 25 years and rent escalation clauses based on CPI or other
factars contained in the lease agreement.

A summary of minimum lease commitments follows:

Years ending December 31,

2008..... $1,528,63%

2009 aerers e e 1,502,845
2000 1,026,781
693,528

630,240

769,280

Total minimum lease payments.............. 36,151,313

Note 17: Parent Company Statements

W.T.B.’s parent company statements are presented using the equity
method of accounting; therefore, accounts of its subsidiary have not
been included. Intercompany transactions and balances have not
been eliminated. The condensed parent company statements follow
{dollars in thousands):

Years Ended December 31,
2007 2006 2005

" Statement of Income

Revenue
$ 20,200 % 13,350 § 10,600

4358 506 33])
20,658 13,856 10,93])
2,748 2729 2,103
2,069 1,653 1,718
Total EXPENSE ..ccove v e rerrerenanas 4,817 4,382 3,821
Incame before income tax benefit
and equity in undistributed net
income of subsidiary.....cocinn. 15,841 9474 7,110
Tncome tax Benelit ..o {1,547 {1,534) (1,057
Income before equity in undistributed
net income of subsidiary........ccccoveeeneens 17,388 11,008 3,167
Equity in undistributed net income of
banking subSIdIary ..o e 33,531 35468 28,060
Net Income % 50919 § 46476 § 36,227
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Statement of Financial Condition December 31,
2007 2006
Assets
Cash....... $ 5145 § 3,696

U.S, Treasury securitics available for sale,
carried at fair value

Equity in underlying net book value of bank
subsidiary
Premises and equipment, net
Other assets
Total assets .

Liabilities
Other liabilities
Sharehalders' Equity .

5

296 294
320,130 292,119
3629 1,086
1,73 1,375

$330,939 $298,570

1,563 § 1,407
329376 297,163

Total liabilities and shareholders* equity

$330,935 $298,570

Statement of Cash Flows Years Ended December 31,
2007 2006 20035
Cash flows from operating activities:
Net income $50919 $46476 $36227

Adjustments to reconcile net income to
cash provided by operating activities:
Undistributed net incame of subsidiary... (33,531)

(35468) (28,060)

Depreciation 733 363 409
Write-down of other assets ..o mn
Deferred income tax {benefit)................. {57 (59) 15
Other, net 157 (129} 540
Met cash provided by operating activities,.., 18221 11,183 9,242
Cash flows from investing activities:
Purchase of SECUTItES. .o cccve v {588) (293) (295)
Proceeds from maturities of securities....... 600 300 300
Purchases of equipment . {3,905) (296) (369)
Proceeds from sales of equipment ............. 629 228 139
Purchase oF O1her a5$ets ..o.uervvcennrrereees (342} (175) (490)
Proceeds from sales of other assets............ 20 161
Net cash used in investing activities............ (3,580) (75) (665)
Cash flows from financing activities:
Dividends paid (8,103 (7,541) (5,997)
Treasury stock transactiens, net................  (5,083)  (2,723) {745)
Net cash used in financing activities............ {13,186) {10,264) (7,742)
Increase in cash 1,449 844 835
Cash at beginning of Year..... v 3,696 2,852 2,07
Cash at end of year $ 5145 § 3,696 § 2852
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Note 18: Related Parties and Regulatory Matters

In the ordinary course of business, W.T.B. and its subsidiary make
loans and enter into other transactions with certain related parties, its
directors and entities having a specified relationship with the direc-
tors. Such transactions are made on substantially the same terms and
conditions as transactions with other customers. Total deposits from
these related parties were approximately $6 million and $7 million at
December 31, 2007 and 2006, respectively. Related party loan
amounts for the years ended December 31, 2007 and 2006 were as
follows:

2007 2006
Balance at beginning of year .......ccoveeeernnen. % 13,682487 $ 9,540,356
New loans and advances......ococvveeveieennn 4,409,058 9,199,932
Repaymenis (7,867,788)  (5,069,470)
L0 O P 25,073 11,613
Balance at end of Year. ..o oo 5 10,248,830 3 13,682,487

Under current federa! regulations, W.T.B. is limited in the amount
that may be borrowed from Washington Trust Bank. At Decem-
ber 31, 2007, a maximum of approximately $4 million could be
loaned to W.T.B. No such loans have been made.

The ability of W.T.B. to continue to pay dividends is substantially
dependent upon the receipt of dividends from its subsidiary, At De-
cember 31, 2607, undistributed earnings of Washingion Trust Bank
available for payments of dividends without prior approval of the
regulatory authorities were approximately $89 million. Federal Re-

. serve Board regulations require depository institutions to maintain
certain minimum reserve balances in the form of cash and deposits
with the Federal Reserve Bank. These reserves averaged approxi-
mately $26 million in 2007,

W.T.B. is subject to various regulatory capital requirements adminis-
tered by the federal banking agencies. Failure to meet minimum
capital requirements can initiate certain mandatory and possibly addi-
tional discretionary actions by regulators that, if undertaken, could
have a direct material adverse effect on W.T.B.’s financial position or
results of eperations,

Under capital adequacy guidelines and the regulatory [ramework for
prompt corrective action, W.T.B. must meet specific capital guids-
lines that involve quantitative measures of assets, liabilities, and cer-
tain off-balance sheet items as calculated under regulatory accounting
practices. W.T.B.’s capital amounts and classification are also sub-
ject to qualitative judgments by the regulators about components, risk
weightings and other factors,

Quantitative measures established by regulation to ensure capital
adequacy require W.T.B. to maintain minimum amounts and ratios of
total capital and Tier 1 capital to risk-weighted assets, and of Tier 1
capital to average assets. Management believes, as of December 31,
2007 and 2006, that W.T.B. met all capital adequacy requirements to
which it is subject.

At December 31, 2007, the most recent notification from the Federal
Deposit Insurance Corporation categorized Washington Trust Bank
as well capitalized under the regulatory framework for prompt cor-
rective action. There have been no conditions or events since that
notification that management believes have changed the institution’s
category. To be categorized as well capitalized, a bank must main-
tain minimumn total risk-based, Tier 1 risk-based and Tier 1 leverage
ratios as set forth in the table below. The capital amounts and ratios
at December 31 were as follows (dollars in thousands):

To Be Well Capitalized
For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amourt Ratio
At December 31, 2007
Total risk-based capital (to risk-weighted assets).
W.T.B. Financial Corporation ..., = $376,590 = 10.79% 2 $279,138 = 8.00% > $348922 = 10.00%
Washington Trust Bank ... = 367,343 2z 10.54% z 278715 =z 8.00% = 348469 = 1000%
Tier 1 capital (to risk-weighted asssis):
W.T.B. Financial Corporation ... veveveerinns z 332986 = 954% 2 139569 = 4.00% > 209353 > 6.00%
Washington Trust Bank ...... > 323,739 = 929% =z 139387 = 4.00% z 209,081 = 6.00%
Tier 1 capitzl (to average assets):
W.T.B. Financial Corporation z 332986 2z 9.06% z 147091 = 4.00% > 183864 = 5.00%
Washington Trust Bank ...... > 323,739 > 882% = 146,805 = 4.00% z 183506 = 5.00%
At December 31, 2006
Total risk-based capital (to risk-weighted assets):
W.T.B. Financial Corporation > $335002 > 10.55% = $254058 = 8.00% z 337,572 =z 10.00%
Washington Trust Bank ...... = 329959 = 1040% » 253922 » 800% = 317402 = 10.00%
Tier 1 capital {to risk-weighted assets):
W.T.B. Financial Corporation . z 295232 2 930% z 127,029 = 4.00% z 190,543 = 6.00%
Washington Trust Bank ...... z 290209 2 9.14% z 126961 = 4.00% z 190441 = 600%
Tier 1 capital (to average assets):
W.T.B. Financial Corporation > 205252 > B8.89% z 132,880 = 4.00% z 166,100 = 5.00%
Washington Trust Bank ...... z 280209 = 87% z 132701 = 4.00% = 1653876 =z 5.00%
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Independent Auditors’ Report

To the Board of Directors
W.T.B. Financial Corporation
Spokane, Washington

We have audited the accompanying consclidated statements of financial condition of W.T.B. Financial
Corporation and subsidiary as of December 31, 2007 and 2006, and the related consolidated statements of
income, changes in sharcholders’ equity, and cash flows for each of the years in the three-year period ended
December 31, 2007. These consolidated financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these consolidated financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform our audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit includes examining,
on a test hasis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion, ’

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of W.T.B. Financial Corporation and subsidiary as of December 31, 2007 and 2006, and
the results of its operations and its cash flows for each of the years in the three-year period ended Decem-
ber 31, 2007, in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The Consolidated Financial Highlights on page 1 are presented for purposes of additional analysis and
are not a required part of the basic financial statements. Such information has not been subjected to the audit-
ing procedures applied in the andit of the basic financial statements, and, accordingly, we express ne cpinion

on it,

Moss Ao{m s LIP

Spokane, Washington
March 10, 2008
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Consolidated Financial Highlights

{dollars in thousands, except per share data} Five-Year
Years Ended December 31, Compound
2006 2005 2004 2003 2002 2001 Growth Rate
PERFORMANCE
Net interest revenue, fully
1AX-€QUIVALENT ovvereeeemrerreerrrer e sme s emanes $ 144240 § 124,715 $ 101,868 3 92818 § 88841 § 78,716 12.9%
Fully tax-equivalent adjustment... 2,738 3,022 3,178 2,854 2457 2,284 37
Net interest revenue .......... - 141,502 121,693 98,690 89,904 86,384 76,432 13.1
- Provision for loan losses.......coevnvecervrmriceeesens 5,844 7.423 6,656 7,399 7,915 8,010 6.1)
Net interest revenue afier :
provision for loan l055e5 .o, 135,658 114,270 02,034 82,565 78,469 68,422 14,7
Noninterest reVENUE ........ococeevemeeeeecceeerecereeenes 26,612 26,633 25,129 25,205 27,104 26,256 0.3
Noninterest eXpense ... 93,060 87,567 78,235 74,958 72,865 66,658 6.9
Income before income taxes .... 69,210 53,336 38,908 32,902 32,708 28,020 19.8
TNCOME tAXES covureriirasisssriaiss st srorasssessoriasassoren 22,734 17,109 11,729 9,825 9914 7,761 24.0
Net income $ 46476 $ 36227 § 27,179 § 23077 § 22794 § 20259 18.1
SELECTED YEAR-END DATA
Securitics 5 432,473 $ 377,709 § 318,675 $ 254962 § 189,388 3§ 215232 15.0%
Total loans ................ 2,742,379 2,365,200 2,008,840 1,769,584 1,629,943 1,541,369 122
Earning assets . 3,192,426 2,770,443 2,342,104 2,044,941 1,896,875 1,765,581 12.5
Total assets 3,380,709 2,979,837 2,482,783 2,212,092 2,078,862 1,899,225 122
DIEPOSIIS ovee e e e e sanan 2,709,287 2,446,305 2,057,281 1,830,879 1,696,861 1,447,032 134
Interest-bearing liabilities .vvvee e 2,419,602 2091221 1,740,094 1,559,214 1,457,584 1,388,124 11.8
Shareholders’ equIty ..oivereremererersens 297,163 259,982 233380 227274 210,953 191,695 9.2
Full-time equivalent employees.....ourmriennane 689 670 643 628 615 609 2.5
PER SHARE
Net income § 1961 % 15228 1140 § 9.68 3 954 % 8.47 183%
Cash dividends..uei e 3.18 2.94 8.70 2.48 226 210 87
Book value per share..... 12549 109,17 97.18 05.34 88.41 80.18 94
RATIOS
Retum on average asselS..uuiieimin 1.48% 1.33% 1.16% 1.11% 1.16% 1.08%
Return on average shareholders’ equity ... 16.70 14.67 11,94 10.52 11.25 10.946
Margin on average eaming assets .......oveoees 4.85 4.85 4.60 4,78 4.84 4.50
Efficiency ratio 54.47 57.86 61.62 63.46 62.84 63.50
Net charge-offs to average loans 0.05 0.18 021 0.20 0.4t 0.29
Allowance for loan losses to
loans on December 31 1.67 1.74 1.87 1.57 1.90 1.91
Average equity 10 average as5etS vmvmerrressinns 8.86 9.04 9.70 10.59 10.33 9.82
Total risk-based capital
(1o risk-weighted as518} vvreeereeccreeececeeecens 10.55 10.59 11.11 11.75 12.25 12.20
Tier 1 capital (to risk-weighted assets) .o 9.30 9.34 9.85 10.50 11.00 10.94
Leverage (Ticr | capital to average assets)....... 8.89 8.99 933 10.35 10.10 9.90
Cash dividends to net income .....ocoveeeeerceeenecns 16.23 19.31 76.29 25.62 23.68 24.78
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Consolidated Statement of Income

INTEREST REVENUE
Loans, ineluding fees...

Deposits with banks
Securities:
Taxable ...ccvveeeeeeeeenee

TAX-BXRINPL . rviimrirmsmsnreimnsnrsrsasseins sem s e eranss s sves

Federal funds sold R
QOther interest and dividend income .........

Total interest FeVenUe...cuea i irsesrsraes

INTEREST EXPENSE
Demand and savings deposits ...,

Time deposits ... cce e vecececeeee st

Funds purchased .....

Federal Home Loan Bank borrowings .....
Other short-termn bOrrOWINgS. v rvcecsrrrneeces

Total interest expense .

Net interest revenus
Provision for Joan 10sses ....cccveeeeeee

Net interest revenue after provision for loan losses

NONINTEREST REVENUE

Fiduciary iDCOMIE ...vvvvmvreenvereempemsrmrmemeeees
Other fees on loans

Service charges on deposits

Other service charges, commissions and fees
Nonbanking premises and other real estate, net

Securities gains {losses), net ........

Other income ...

Total noninterest revenue......

NONINTEREST EXPENSE
Salaries pemreneeeeeneteas

Pension and employee benefits crrrtessaesenesrnnss s

- Occupancy expense..

Furniture and equipment expense

Outside account processing
Marketing and public relations

Professional fe2s rrrrrrrrnes e epecenn s

State revenue taxes..

Other eXpense ..vrevvisenceimininsnins
Total noninterest expense........

Income before income 1aXes ....ccoveeee.

TNCOMIE tANES .o ereeverer e ememnsemme e emmibsseeanins

NET INCOME ... isensssnn s

AVERAGE SHARES OF COMMON STOCK QUTSTANDING

EARNINGS PER SHARE (based on average shares outstanding)

Years Ended December 31,

2006 2005 2004
S 206,566,619 §$ 155005462 $ 113,303,838
7,915 2,431 3,481
14,861,481 9,096,276 6,873,827
4,080,199 4,582,038 4,701,046
740,747 555,902 107,603
11,663 30,321 202,898
226,268,624 169,282,430 125,192,693
26,336,567 15,371,503 8,738,999
43,495,690 27,004,923 15,637,446
7,836,068 2,417,688 688,278
7,098,744 2,752,762 1,365,284
43,181 73,026
84,767,069 47,590,057 26,503,033
141,501,555 121,692,373 98,689,660
5,844,079 71,422,871 6,655,730
135,657,476 114,269,502 92,033,930
7,823,480 6,737,312 5881415
4,741,919 4,889,539 4,853,091
6,623,826 8,624,493 8,715,438
6,487,280 4,229,688 3,785,546
894,966 813,936 767,909
(548,828) 33,157 646,112
589,601 1,304,653 480,178
26,612,244 26,633,398 25,129,689
45,577,538 42,669,646 37,317,061
9,563,397 9,742,332 8,962,773
5,694,848 5,776,816 5,350,225
6,407,215 6,498,849 © 6,506,283
6,116,239 5,735,545 4,879,850
4,623,779 4,091,420 3247339
2,207,428 1,922,165 2,162,846
2,007,458 1,757,816 1,494,285
10,857,392 9,368,130 8,334,300
93,060,294 87,566,719 78,255,462
69,209,426 53,336,181 38,908,157
. 22,733,736 17,109,166 11,728,734
$ 46475690 § 36,227,015 $ 27,179,423
2,370,580 2,379,882 2,383,588
$19.61 51522 $11.40

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statement of Financial Condition

December 31,
2006 2005
ASSETS
Cash and due From BanKs ...t st crrve e s es s s e s .. § 108,748,022 3 136,232,013
Federal funds sold.... rrrererereee e e e nemaars e s e an 8,500,000 17,300,000
Interest-bearing deposits with Banks ... 349,963 20,693
Securities available for sale, carried at TAIE VAIUE ....cvee ot emeeee e sisesvsre et nees s mememn 432,473,033 377,708,609
Federal Home Loan Bank StOcK, 81 COSLa s imrisesrsnsisinss s isesstsssssisessnasnnsss s asssssiss 11,663,000 11,663,000
Loans receivable:
Held for sale 3,562,090 4,765,563
Held in portfolin... e errseemieseer e es e smecsmsn s eetet e erere e R iR ereremarmEenras saemns e apaerntsrerran s 2,738,817,327  2,360,434.439
TOAL LOANS ..o et eer e sasa senssans s e TR, SO 2742379417 2,365,200,002
AllOWANCE TOT JOAN J05EES .ciurarirnrsreerinrerrsnsssrsme s inrsseressstsieasssssrsnstssssnssontassssmsarasssasanstersssnssrsnasains (45,710,179 {41,084,194)
2,696,669,238  2,324,115,808
Bank premises and SqUIPIMEDE, NEL.... v vrressrarssrss sasnerrssesssararsresssssassess samsessssns seseon . . 39,964,668 37,602,058
Nonbanking premises, net...ueaer i " . 3,716,688 3,737,822
OHHET TEAL BSIALE ...t cvveveieceececeieaseie s oot s e s rsrs s e s ere e EoRaTa e SR s T e s O T O RERE AL S R RSSO T A A OE e e e amRE R R e B e RO RO R eRPRORERS 60,800 158,270
Acerued INCOME TECEIVABIE . ....cee e e et s s b bR S 19,325,718 15,394,335
Other 835€15 ..o vsrminsssnsssirrsrsrerererenns 59,237,553 55,904,522
Total BSS1S..ccnsvrrrrirnrirerrrcrerererenenrorses §3,380,708,683  $2,979,837,130
LIABILITIES
Deposits: .
NOMINLEEESt-DEATINE ..vvvveereriresrererseesmorsesasrersensnrecrassee - § 630,026,051 $ 600,510,972
Interest-bearing eSS AT SRR SRR T NS PR S R eReRepEpanans smentsnn e sens arn 2,079,260,983 1,845,794,408
TOtAl EPOSILS .eversrerisrererarsrcrsrmernn s ssrasrassrorsrssorsrsronsatatass asassrosssnsissnsormsnssnssnsns sessmsns 2,709,287,034  2,446,305,380
Funds purchased ......... . 239,412,437 130,933,976
Federal Home Loan Bank borrowings ..., 100,000,000 113,900,000
Other short-term DOITOWINES . ... cvcre e rreeeeeeesceeeeeemeranns meearas 928,391 592,754
Accrued interest payable.... pererrere et p e eeaneas 12,366,495 8,505,510
Other Habilities v 21,551,728 19,613,613
Total Habilities......ocorrvevmeceececececereces . 3,083,546,085  2,719,855,233
SHAREHOLDERS® EQUITY
Class A common stock (25,000 shares authorized, issued and outstanding; no park...ce e 250,000 250,000
Class B common stock (3,475,000 shares authorized and 2,475,000 shares issued; no par)....w oo 4,750,000 4,750,000
SUPPIUS 1o vevvrvrvrservisrssrerasasrsrarare e se sy sememmsasceme et sepes o saes s smsmamsarasasaes sedededeb b AL SRS RS 1AL AR bR RS 32,665,000 32,663,000
Undivided profits ......vvrersmesrrromnimssssssnssersessrsnss snsms s s eeteeeneeaaeasas 268,738,338 228,878,786
306,403,338 266,543,786
Less treasury stock, at cost {132,010 and 118,468 Class B shares in 2006 and 2005, respectively) .o (11,151,135) (7,503,699)
295,252,203 259,040,087
Accumulated other COMPIENeNSIVE INTOMIE 1o rvierisiririrne sareesssaseses sensressssssminsas cremsmstnses s es smepersnssmemsmsnen 1,910,395 941,810
Total sharcholders” equity .. - bR R s b bR 297,162,598 259,981,897
Total liabilities and sharcholdeTs’ EQUILY c.veevrresissirarrmrsrreeseeesssasireesemsmemes s e ens sresssms se st emesmsmssmsssrerenen $3,380,708,683  $2,979,837,130

The accompanying notes are an integral part of the consolidated financial statements.



W.T.B. FINANCIAL CORPORATION

Consolidated Statement of Changes in Shareholders’ Equity

Accumulated
Total Number of Other
Shareholders®  Shares Common Stock Treasury Comprehensive  Undivided
Equity  Outstanding Class A Class B Steck Surplus  Income (Loss) Profits
Balance, January 1, 2004.............. .$227,273,741 2,383,816 § 250,000 § 4,750,00¢ $ (6,139,914) $32,665,000 § 3,624,271 $192,124,384
Net income, 2004......coeeeicecieennens 27,179,423 27,179,423

Net unrealized losses on

securities available for sale,

net of tax benefit of $203,949...... (378,762) {378,762}
Reclassification adjustment for

gains included in net income,

net of taxes of $226,139....c.cvenree (419,973) (419,973)
" Comprehensive income, 2004.... 26,380,688
Cash dividends of 38,70 per share, (20,735,782) (20,735,782)
Treasury stock acquired....cvcrinn. (164,003) {1,297) {164,003)
Treasury stock issued............- 625,395 4,300 85,687 539,708

Balance, December 31, 2004 233,380,039 2,386,819 250,000 4,750,000 (6.218,230) 32,665,000 2,825,536 199,107,733
Net income, 2005.....ccviinrrnnns 36,227,015 36,227,015
Net unrealized losses on

securities available for sale, _

net of tax benefit of $1,002,499... (1,861,784) (1,861,784)
Reclassification adjustment for

gains included in net income,

net of taxes of $11,315..cvvemreeee. (21,942) (21,942)
Comprchensive income, 2005.... 34,343,289
Cash dividends of $2.94 per share. (6,996,738) (6,996,738)
Treasury stock acquired......oce..... (1,375,169 (9,187) (1,375,169)

“ 630,476 3,900 89,700 540,776
.. 259981897 2381532 250,000 4,750,000  (7,503,699) 32,665,000 941,810 228,878,786

Treasury stock issued. ...
Balance, December 31, 2005..

Net income, 2006......cveveniciinnna 46,475,690 46,475,690
Net unrealized gains on

securities available for sale,

net of tax expense of $329,456..... 611,847 611,847
Reclassification adjustment for

losses included in net income,

net of tax benefit of $192,090...... 356,738 356,738
Comprehensive income, 2006.... 47,444,275
Cash dividends of $3.18 per share. (7,540,606) {7,540,6006)
Treasury stock acquired................ (3,749,329)  (17,576) (3,749,329)
Treasury stock issued " 1,026,361 4,034 101,893 924,468
Balance, December 31, 2006.......... $297,162,598 2,367,990 § 250,000 § 4,750,000 $(11,151,135) $32,665,000 § 1,910,395 $268,738,338

The accompanying notes are an integral part of the consolidated financial statements.
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W.T.B. FINANCIAL CORPORATION

Consolidated Statement of Cash Flows

Years Ended December 31,

2006 2005 2004
Cash flows from operating activities: :
NEL IICOME...c s crersremar s serasssacesssssssas S S 46475690 § 36,227,015 § 27,179,423
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation,........ 5,709,329 6,014,913 5,536,444
Amortization of intangibles ....ovviviene 212,144
Net premium amortization of securities ...eeevenenee " 3,034,061 4,444,363 4,770,822
Net mortgage servicing HEAS .oov.o v eiirse v ers s e sr s e ssrensnsresssnsessssrenane 379,255 (130,719} 97,790
Provision for 10an 108565 . v evvvrermiecrnnes 5,844,079 742,871 6,655,730
WIE-QOWIL OF OUHET BESCLS vevvirirerisrririersress s sisissstassiarssssas sisrasstasssbessssesmsbemsrtssssraran 111,133 542,775
Deferred income tax (BENETIL) c.o....c.veeeeeece e eeeeereeeceese v s s ssesssesressssasrararssssesssns (2,205,966) (317,702} 850,195
Securities (BAins) LOSSES, MEL v oo e sssesereresssrers srassens 548,828 (33,757) (646,112)
Federal Home Loan Bank stock dividend..uurisisssssssnessrsssmsmse e senear 30,321 202,898
Origination of loans held for sale.......... (60,814,351} (84,694,959) (74,094,730)
Proceeds from sales of loans held for sale 62,249,744 £2,854,832 74,366,313
Increase in accrued income {3,931,383) {4,201,509) (1,511,324)
Increase in cash surrender value of life inSULANCE .......c..oove e e e e emees {1,702, 708) {1,500,000) {1,620,000)
Decrease in other 458818 .veevrniminiens ' (235,008 (7,538,443) {2,824,827)
Increase in accrued expenses and other liabilitics 5,795,100 7,630,903 1,770,561
Other, NEL .covcersrvcrecssnicsnesrsraisnssionans {320,889 {1,383,552) {870,250)
Net cash provided by operating activities ... e eemsnimvesmerssesssrsrssees 60,825,781 44,937,710 40,622,852
Cash flows from investing activities:
Net (increase) decrease in interest-bearing deposits with banks (329,270) 4,191 (1,121)
Securities available for sale:
Payments for purchases.....renn. (167,637,802) {160,497,362) (164,716,623)
Proceeds from sales and calls................ 41,028,026 35,640,437 51,062,184
Proceeds from maturities v e, 69,752,396 55,561,128 44,323,412
Net inerease in loans held in portfolio ......... “ (379,679,602) (358,167,956) (243,545,671
Purchases of premises and eqUIPIMENt. ... o (8,326,263) (7,254,746) {9,871,918)
Proceeds from sales of premises, equipment and other real estate........cccovveeeenisiacne 462,907 3,222,681 357,284
Other, net ..., reevsemenanereesarrarnea (12,542) (490,013) (67,000}
Net cash used in investing activitics {444,741,950) (431,981,640) {322,459,459)
Cash flows from financing activities: :
Net increase in deposits 262,981,654 389,023,959 206,402,196
Net increase {decrease) in funds purchased ......cooocei e 108,478,461 56,501,485 (15,202,035)
Net increase {(decrease) in Federal Home Loan Bank advances (63,900,000} 57,000,000 26,900,000
Proceeds from Federal Home Loan Bank notes....... 490,000,000 370,000,000 282,000,000
Repayments of Federal Home Loan Bank notes .......o.cocceeeveeeccereececeescnens (440,000,000} (390,000,000  {257,000,000)
Net increase (decrease) in other short-term borrowings 335,637 (19,704,219) 19,714,470
Dividends paid (7.540,606) (6,996,738) (20,735,782)
Treasury stock transactions, net (2,722,968) {744,693) 461,392
Net cash provided by financing activities ............... 347,632,178 455,079,794 242,540,241
Increase (decrease) in cash and cash equivalents........ (36,283,991) 68,035,804 (39,296,366}
Cash and cash cquivalents at beginning of year 153,532,013 85,496,149 124,792,515
Cash and cash equivalents at end of Year....ccooiiimmi i e 5 117,248,022 $ 153,532,013 § 85,496,149
Supplemental disclosures af cash flow information:
Cash paid for interest .......ccorvvecrereresnrerninn , $§ 80,910,084 § 43,269,113 § 25944022
Cash paid for income taxes...... 25,176,100 16,171,000 11,470,000
Noncash investing activity, transfer from loans to other real estate ... veeccvveevrerens 78,620 . 141,550 592,164

The accompanying notes are an integral part of the consolidated financial statements,
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W.T.B. FINANCIAL CORPORATION

Notes to Consolidated Financial Statements

Note I: Summary of Significant Accounting Policies

W.T.B. Financial Corporation (W.T.B.} is a bank holding company
headquartered in Spokane, Washington and, through its subsidiary,
Washington Trust Bank ({the Bank), is engaged in the business of
commercial and retail banking in Washington, Idaho, Oregon, and
Utah. The Bank was originally chartered in 1902 and provides a
wide range of banking, fiduciary, asset management, mortgage bank-
ing, and other financial services tc corporate and individual custom-
efrs,

The consolidated financial statements of W.T.B. include the accounts
of W.TB. and its subsidiary, Intercompany transactions and bal-
ances have been eliminated in consolidation. The preparation of
financial statements in confermity with accounting principles gener-
ally accepted in the United States requires management to make es-
timates and assumptions that affect the amounts reported in the con-
solidated financial statements and accompanying notes. Actual re-
sulis could differ from those estimates.

Cash Equivalents

Cash equivalents include amounts due from banks, federal funds
sold, and securities purchased under resale agreemenis. Generally,
- federal funds sold and securities purchased under resale agreements
are for periods of one week or less.

Securities Available for Sale

W.T.B. has designated all securities as available for sale, including
those used in asset/liability or liquidity management. Securitics
available for sale are carried at fair value, with the unrealized gains
and losses, net of tax, reported as a compoenent of other comprehen-
sive income in shareholders’ equity. Gains and losses realized on the
sale of securities are computed on the specific-identification method
and are included in noninterest revenue, Inferest and dividends on
securities are included in interest revenue. Premiums and discounts
are recognized in interest revenue using the interest method over the
period to maturity,

Federal Home Loan Bank Stock

The Bank is a member of the Federal Home Loan Bank (FHLB) sys-
tem and as a member is required to maintain a minimum level of
investrment in FHLB stock based on specific percentages of its out-
standing FHLB borrowings. The Bank's investment in FHLB stock
is carried at par value ($100 per share), which approximates its fair
velue, The Bank may request redemption at par value of any stock in
excess of the amount the Bank is required to hold. Stock redemp-
tions are at the discretion of the FHLB.

Loans

Loans held in portfolio are carried at the principal amount out-
standing, net of unearned income. Loans held for sale are carried at
the lower of aggregate cost or markets

Interest income with respeet to loans is accrued on the principal
amount outstanding. Loan origination fees are capitalized and recog-
nized as an adjustment to the yield of the related loan. The accrual of
interest on loans is discontinued when it is determined that the collec-
tion of interest or principal is doubtful or, generally, when a default
of interest or principal has existed for 30 days or more, unless such
loan is well secured and in the process of collection. When interest
accrual is discontinued, interest credited to income in the current year
is reversed, and interest accrued in prior years is charged against the
allowance for loan losses. Interest payments received on nonaccrual
loans are recorded as reductions of principal if principal repayment is
doubtful, Nonaccrual loans that are current as to interest and prinei-
pal or that are well secured and in the process of collection are re-
turned to accrual status.

Allowance for Loan Losses

The allowance for Ioan losses is a valuation allowance for known and
inherent losses in the portfolio, Management’s determination of the
allowance 13 based on an evaluation of the loan portfolio, impaired
loans, past lean loss experience, economic conditions, volume,
growth and composition of the loan portfolio, and other risks inherent
in the portfolic. Management applies risk factors to categories of
loans and individually reviews all impaired loans. Management uses
risk grades for loans in the ¢ommercial and apricultural, real estate
secured, and consumer categories. For homogenous consumer port-
folios, management relies heavily on statistical analysis, past experi-
ence, and current industry trends to ¢stimate losses, Management
evaluates the adequacy of the allowance at least quarterly, reviewing
the relevant internal and external factors that affect credit quality.



W.T.B. FINANCIAL CORPORATION

Note 1: Summary of Significant Accounting Policies (con-
tinned)

Mortgage Servicing Rights

‘Mortgage servicing rights are carried at original capitalized value, net
of accumulated amortization and impairment. The original capital-
ized value is determined using discounted cash flows based on the
then-current market interest rates and current prepayment assump-
tions. Mortgage servicing rights are amortized in proportion to, and
over the period of, estimated net servicing revenues. Impainment of
mortgage servicing rights is assessed based on the fair value of those
rights. Fair values are estimated using discounted cash flows based
on current market interest rates and current prepayment assumptions.
For purposes of measuring impairment, the rights are stratified based
on predominant risk characteristics of the underlying loans, including
loan type, size, note rate, origination date and term. Subsequent loan
prepayments and changes in prepayment assumptions in excess of
those forecasted can adversely impact the carrying value of the ser-
vicing assets. The amount of impairment recognized is the amount
by which the capitalized mortgage servicing rights for a stratum ex-
ceed their fair value, :

Servicing fee income is recorded for fees earned for servicing loans.
. The fees are based on a contractual percentage of the outstanding
principal or fixed amount per loan and are recorded as income when
eamned. The amortization of mortgage servicing rights is netted
against lean servicing fee income.

Derivatives
Derivative financial instruments are used to meet the ongoing credit
needs of customers and the market exposure of interest rate risk. All
- derivative instruments are recognized as either assets or liabilities in
* the Consolidated Statement of Financial Condition at fair value.
Changes in the fair value of a derivative are recorded in the Consoli-
dated Statement of Income, At December 31, 2006 and 2005, the
- estimated fair values of W.T.B.’s interest rate swaps were §(81) thou-
sand and $(82) thousand, respectively. Interest rate swap gains
(20sses) included in interest revenue on loans were $1 thousand and
${3) thousand for 2006 and 2005, respectively.

W.T.B.’s pipeline of locked residential mortgage loan commitments
and forward sales contracts to investors are considered derivatives.
W.T.B. utilizes forward sales contracts to hedge its risk of changes in
the fair value, due to changes in interest rates, of both its locked resi-
dential mortgage loan commitments and its residential loans held for
sale. The estimated fair values of these derivatives are determined by
the changes in the market value of the related loans, caused by inter-
est rate changes, from the commitment date or contract date to the
valuation date. At December 31, 2006, the estimated fair value of
rate locks was $8 thousand and the estimated fair value of forward
sales agreements was $(3) thousand. At December 31, 2005, the
estimated fair value of the rate locks was $7 thousand and the esti-
mated fair value of the forward sales agreements was ${13) thousand.

Comprehensive Income

Accounting principles generally require that recognized revenue,
expenses, gains and losses be included in net income. Although cer-
tain changes in assets and liabilities, such as unrealized gains and
losses on available-for-sale securities, are reported as a separate com-
ponent of the equity section of the balance sheet, such items, along
with net income, are components of comprehensive income. Gains
and losses on available-for-sale securities are reclassified to net in-
come as the gains or losses are realized upon sale of the securitics,
Other-than-temporary impairment charges, if any, are reclassified to
net income at the time of the charge,

Premises and Equipment

Premises and equipment, including leaschold improvements, are
stated at cost less accumulated depreciation and amortization. De-
preciation and amortization are computed on both the straight-line
and accelerated methods over the estimated useful lives of the assets
or the terms of the associated operating leases. Gains or losses on
disposition are reflected in current income. Norma! costs of mainte-
nance and repairs are treated as CurTent EXpenses.

Other Real Estate

Other real estate acquired through, or in lieu of, loan foreclosure is
recorded at the lower of net realizable value of the properiy or the
outstanding loan balance at the time of foreclosure. A provision to
the valuation allowance on other real estate is made for subsequent
declines in the fair value on a specific property basis.

Advertising Costs

W.T.B. expenses advertising costs, included in marketing and public
relations expense, as incurred.  Advertising expenses wers
$1,308,875, $1.817,475 and $1,745,803 for 2006, 2005 and 2004,
respectively.

Income Taxes

The liability method is used in accounting for income taxes, whereby
deferred tax assets and liabilities are determined based on differences
between the financial reporting and tax bases of assets and liabilities,
and are measured using the enacted tax rates and laws that will be in
effect when the differences are expected fo reverse.

Common Stock

At December 31, 2006 and 2005, 25,000 shares of Class A voting
common stock were outstanding. Class B nonvoting common stock
shares outstanding were 2,342,990 and 2,356,532 at Decem-
ber 31, 2006 and 2003, respectively., Authorized Class C shares total-
ing 500,000 remain unissued, with tenns to be determined upon issu-
amee,

Reclassifications .

Certain 2005 and 2004 amounts have been reclassified to conform
with the 2006 presentation. The effects of the reclassifications are
not considered material,



W.T.B. FINANCIAL CORPORATION

Note 1: Summary of Significant Accounting Policies (con-
tinued)

Recent Accounting Pronouncements

In March 2006, the Financial Accounting Standards Board (FASB)
issued Statement of Financial Accounting Standards (SFAS) No. 156,
“Accounting for Servicing of Financial Assets”, an amendment of
SFAS No. 140, “Accounting for Transfers and Servicing of Financial
Assets and Extinguishments of Liabilities.” SFAS 156 requires that
all separately recognized servicing assets and servicing liabilities be
initially measured at fair value, if practicable. For subsequent meas-
urement purposes, SFAS 150 permits an entity to choose to measure
servicing assets and liabilittes either based on fair value or lower of
cost or market. This election may be made at the beginning of a fis-
cal year. Separate presentation in the financial statements and addi-
tional disclosures are also required. This statement will be effective
for W.T.B, beginning Januvary 1, 2007, W.T.B.’s management has
not determined if W.T.B. will adopt the optional subsequent meas-
urement valuation at fair value. The adoption of SFAS No. 156 is not
expected to have a material effect on W.T.B.’s conselidated financial
position or results of operations.

In June 2006, the FASB issued Interpretation (FIN) 48, “Accounting
for Uncertainty in Income Taxes™, an interpretation of SFAS No,
109, “Accounting for Income Taxes.” FIN 48 clarifies the account-
ing for income taxes by preseribing the minimum recognition thresh-
eld a tax position is required to meet before being recognized in the
financial statements. FIN 43 also provides guidance on derecogni-
tion, measurement, classification, interest and penalties, accounting
in interim periods, disclosure and transition. This statement will be
effective for W.T.B. beginning January 1, 2007. The adoption of FIN
48 is not expected to have a material effect on W.T.B."s consolidated
{inancial position or results of operations.

In September 2006, the FASB issued SFAS No. 158, “Employers’
- Accounting for Defined Benefit Pension and Other Postretirement
Plans”, an amendment of SFAS No. 87, 88, 106, and 132{R). This
statement requires the recognition of the overfunded or underfunded
status of a defined benefit postretirement plan as an asset or liability
on the balance sheet, and recognition of changes in that funded status
in the year in which the changes occur through other comprehensive
income, This statement will be effective for W.T.B. as of December
31, 2007. If the provisions of SFAS No. 158 bad been applied as of
December 31, 2006, W.T.B.’s prepaid pension assct of $17,664,578
would be reduced to $4,361,623, the difference between W.T.B.’s
pension plan’s fair value of the plan’s assets and the plan’s projected
benefit obligation. Shareholders® Equity would be reduced by
$8,646,921 million, the reduction of the pension asset, net of taxes.



W.T.B. FINANCIAL CORPORATION

Note 2: Securities Available for Sale

All securities were designated as available for sale at December 31, 2006 and 2005, The amortized costs and fair values were as follows:

2006 2005
Amortized Unirealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
U.5, Treasury and .
federal 282NnCIES...o.uer e $ 56,474,164 £ 1,337,776 % 55,136,388 § 64422538 $ 2443360 § 61,979,178
© States and political
SubdiviSions......cvrvvesnnencermssnsnns 79611014 % 3351703 2.72] 82,959,926 83,116,857 § 3,986,952 11,090 27,092,719
Mortgage-backed securities............ 293,448,785 1,740,973 813,109 294,376,649 228,720,276 755,517 §39,081 228,636,712

$429,533963 § 5092676 $ 2,153,606

$432,473,033 $376,259671 $ 4742469 § 3,263,531 $377,708,60%

The following table shows the gross unrealized losses and fair value, aggregated by category and the length of time that individual securities
have been in a continuous unrealized loss position, at December 31, 2006, These securities had no deterioration in their credit ratings during
2005 or 2006, All unrealized losses were caused by interest rate changes and, in the opinien of W.T.B.’s management, the unrealized losses

are temporary in nature,

2006
Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.5. Treasury and .
federal a2ENCIES......vvv e e % 19350327 § 24692 § 35492188 § 1313084 5 54842514 § 1,337,776
States and political
subdivisions 217,279 2,721 217,279 2,721
Mortgape-backed securities . .......... il,514 19 110,540,446 813,090 110,551,960 813,109

$ 19,361,841 3 24,711 $146,2453813

$ 2,128,895 £165611,753 $§ 2,153,606

Securities with fair values of $400,332,159 and $268,152,292 at De-

~eember 31, 2006 and 20035, respectively, were pledged to secure
funds on deposits, customer repurchase agreement products, addi-
tional borrowings or for other purposes.

Proceeds from sales of available-for-sale securities in 2006 were
541,028,026, resulting in gross gains of $62,958 and gross losses of
$611,786.

Proceeds from sales and calls of available-for-sale securities in 2005
were $35,640,437, resulting in pross gains of $49,904 and gross
losses of $16,147.

Proceeds from sales and calls of available-for-sale securities in 2004
were $51,062,184, resulting in gross gains of $646,112.

The amortized costs and fair values of securties at December 31,
2006 are shown below by maturity. Expected maturities will differ
from contractual maturitics because issuers may have the right to call
or prepay obligations with or without call or prepayment penalties.
Mortgage-backed securities, which are not due at a single maturity
date, have been allocated over maturity groupings, based on the ex-
pecied weighted-average lives using current prepayment assump-
tions.

Securities Available for Sale

Amortized Fair
Cost Value
ENig in one year or 1ess . e evnicccanenns $ 127275756  $ 128,027,267
Due after ong year through five years.... 252,346,733 253,627,766
Due after five years through ten years ... 35,996,845 37,122,732
Diue after ten YEarS. .o rerceecsseeceenes 13,414,629 13,695,268

$ 420,533,963  § 432,473,033




W.T.B. FINANCIAL CORPORATION

Note 3: Federal Funds Sold
The following table summarizes federal funds sold (dellars in thou-
sands):

2006 2005 2004

December 31:

Amount. % 8500 §$17300 $10.200

Rate 4.84% 4.19% 2.19%
Average for the year:

Armount . £15047 $17216 § 9,102

L3 4.92% 3.23% 1.18%
Maximum eutstanding

at any month-end.......ovvnecrerrisinions $49,600 $42,000 $£22,800
Note 4: Loans and Allowance for Loan Losses
At December 31 loans were as follows:

2006 2005

............... $ 836,474,337

Commercial and agricultural $ 944,773,931

Real estate secured:

Commercial 596,846,353 574,528,574
Construction 614,706,823 393,732,575
Residential. ..o s 507,427,239 478,977,661
Consumer 78,625,071 79,486,855
2742379417 2,365,200,002
Allowance for loan losses ...ovvveeeeccecnene (45,710,179) {41,084,194)
$2,696,669,238  $2,324,115,808

Loans are presented net of unearned income of $9,286,706 and
$9,115,098 at December 31, 2006 and 2005, respectively. Residen-
tial real estate secured loans of $3,562,090 and $4,765,563 at De-
cember 31, 2006 and 2005, respectively, were held for sale. Real
estate secured loans of $120,481,928 and $130,000,000 were pledged
‘at December 31, 2006 and 2003, respectively, for Federal Home
Loan Bank (FHLB} notes.

A summary of changes in the allowance for loan losses for the years
ended December 31 follows:

2006 2008 2004
Balance at beginning of year ... $41,084,194  $37,538,943 §34,897,933
Charge-offs:
Commercial and agricultural ... (3,817,179}  (5,684,592)  (4,268,530)
Real gsiate seoured.....oooveeeeeee (241,744) (765,969} (1,094,488}
CONSUMET ....oorrrreeecerereeceneniens {693.413) {985,327 (944,551}
{4,752,336) (7.435,888) (6,307.569)
Recoveries:
Commercial and agricultural .. 2,479,007 2,160,008 1,562,463
Real estate secured.,...coocceeenenee 603,408 967,382 431,770
CONSUDIEE oo ervenee e vrseimnear 451,827 430,878 298,616
3,534,242 3558268 2,292,849
Net charge-ofTs.....coeeeer v (1,218,094)  (3,877,620) (4,014,720)
Provision for loan losses.......... 5,844,079 7,422,871 6,655,730

.............. $45710,179  $41,084,194 $37,538,943

Balance at end of year
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Loans considered impaired under SFAS No. 114 were as follows:

2006 2005 2004
December 31:
Impaired loans without a .
valuation allowance............ § 037,020 § 2739357 § 2,041,963
Impaired leans with a
valuation allowance............ 1,667,323 5,304,042 8,254,149
Total impaired loans............. 3 2604343 § 8,043,399 £10,295,112
Allowance on
itmpaited 10ans .....o.coveeeevnnee. $ 644909 § 3,327,729 § 3,765,104
Nonaccrual loans................, $ 2604343 § 8043399 $10296,112
Loans past due 90 days or )
more and still accruing......§ 228,603 § 4,666,880 § 550273
For the years ended
December 31:

Averape impaired loans........$ 5,098,903
Cash-basis interest income...§ 349,286

$ 9,692,639 513,663,437
§ 476,053 § 413436

The allowance for impaired loans is included in the allowance for
loan losses. All nonaccrual loans were impaired at each year-end.

Note 5: Loan Servicing

Mertgage toans serviced for others are not included in the accompa-
nying consolidated statement of financial condition. The unpaid
principal balances of mortgage loans serviced for others at Decem-
ber 31, 20086, 2005 and 2004 were $378,570,050, $395,896,779 and
$419,946,451, respectively. Custodial escrow balances maintained in
connection with the loan servicing, and included in demand deposits,
were $1,740,829 and $1,741,332 at December 31, 2006 and 2005,
respectively.  The balances of loans serviced for others related to
servicing rights that have been capitalized at December 31, 2006 and
2005 were $372,160,631 and $386,738,733, respectively.

A summary of the carrying values and fair values of mortgage servie-
ing rights, included in other assets, at December 31 follows;

2006 2003
Unamortized cost § 2485777 § 2,860,596
Valuation alloWance ....ccvcccrieeniasverenseninns {577,392) (572,956)
Carrying value .8 1908385 § 2287640

Fair value... § 3,562,469 $ 4,005,473
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Note 5: Loan Servicing (continued)

Loans sold with servicing retained were $46,097,389, 568,425,413
and $65,810,31% in 2006, 2005 and 2004, respectively. Following is
an analysis of the activity for mortgage servicing rights and the re-
lated valuation allowance for the years ended December 31;

2004

2006 2005
Unamortized cost:
Balance at beginning
OFYear oo § 2,860,596 $ 3,152,774 5 3,668,546
Mortgage servicing
rights created.........cocoeenee. 426,216 675,253 613,887
Amortization .............. (801,035) (967431)  (1,129,659)

Balgnce at end of year.......... $ 2485777 F 2,860,596 § 3,152,7M

2006 2005 2004

Yaluatien allowance:
Balance at beginning

[ $ (572956) $ (995853) §(1,413,335)
(206329)  (79.226)  (215,018)
201,893 302,123 633,000

$ (577,392) § (572,956) $ (995,853)

At December 31, 2006, the key economic assumptions of the ¢urrent
fair value of mortgage servicing rights were as follows:

2006
Prepayment speed assumption (constant prepayment rate)........ 16.61%
Discount rate : 9.56%

Ag of December 31, 2006, the estimated future amortization expense
for mortgage servicing rights was:

Years ending December 31,
5 619454

448,531

344 898

257,450
_ 189,025
The projected amortization expense of the servicing asset is an esti-
mate and should be used with caution. The ameortization expense for
future periods was calculated by applying the same quantitative fac-
tors, such as estimated prepayment assumptions that were used to
determine the amortization expense for December-31, 2006, These
factors are subject to significant fluctuations. Any projection of ser-
vicing asset amortization in future periods is limited by the conditions
that existed at the time the calewlations were performed, and may not
be indicative of actual amortization expense that will be recorded in
future periods.
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Note 6: Premises and Equipment
A summary of bank premises and equipment at December 31 fol-
lows:

2006 2005
LAnd oo e e e $ 14,096,222 % 11,176,001
Buildings.... 38,569,150 38,777,446
Fumiture and equipment ........co.coveveeicrverens 38,383,173 39,971,524
91,048,545 89,924,971
Less accumulated depreciation...........coveev..e {51,083,877)  (52,322,913)
$ 39964668 & 37,602,058

Depreciation on bank premises and equipment was charged to oceu-

pancy expense or furniture and equipment expense in the amounts of

$5,390,788, $5,677,106 and $5,283,509 in 2006, 2005 and 2004, -
respectively,

W.T.B, also owns, through its subsidiary, propertics that are operated
as nonbanking premises, including portions of the Washington Trust
Financial Center Building. These properties are stated at cost, less
accumulated depreciation. The costs associated with the portions
used by W.T.B. were included in bank premises and equipment.
Costs for nonbanking premises are summarized at December 31 as
follows:

2006 2005
Land 3 663,448 § 596,831
Buildings.... 3,387,323 8,480,957
Furniture and equipment 322,200 388,901
9,372,971 9,466,739
Less accumulated depreciation..........occeee... {5,656,283) (5,728917)

¥ 3716688 § 3737822

Depreciation on nonbanking premises of $318,541, $337,807 and
$252,935 in 2006, 2005 and 2004, respectively, was included in non-
banking premises revenue, net of expenses.

Note 7: Other Assets
At December 31 other assets were as follows:

2006 2005

Cash surrender value of life insurance........... $ 21,335,743 § 19,633,035
Prepaid pension cost 17,664,578 17,348,679
Net deferred taxes 13,860,651 12,125,648
Prepaid expenses 2,188,386 1,958,631
Maortgage servicing nights...oocveeeeees S— 1,908,385 2,287,640
Other 2,279,810 2,510,889

Total other 855615 ... ccvecrirssinerrrsesinnne $ 59,237,553 § 55,904,522
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Note 8: Deposits
At December 31 deposits were as follows:

2006 2005

Moninterest-bearing demand................... % 630,026,051 % 600,510,972
Interest-bearing:

Demand .. 222,425,428 213,085,772

Savings.., 839,436,261 747,564,752

Time deposits ....ocvevceerereer e envaies 1,017,399,294 885,143,884

Total interest-bearing ......ccecerevennne 2,079,260,983 1,845,794 408

$2,709,287,034  $2,446,305,380

Included in time deposits at December 31, 2006 and 2005 were
$687,863,041 and $578,030,809, respectively, of time deposits of
$100,000 and over, Included in interest expense on time deposits
during 2006, 2005 and 2004 were $31,057,197, $18,181,258 and
$9,098,234, respectively, for time deposits of $100,000 and over,

At December 31, 2006, the scheduled maturities of time deposits
were as follows:

2007 .8 649,069,802
2008 200,634,422
2000 117,019,960
2010... 28,116,718
2011 and thereafter .......coceveereerenns 22,558,392

$1,017,399,294

.Note 9: Funds Purchased

Funds purchased represent purchases of federal funds and securities
sold under agreements to repurchase on behalf of the Bank and the
Bank’s customers, Funds purchased generally mature within one to
30 days. At December 31, 2006, repurchase agreements were
$239,412,437 and were secured by pledged securities with fair values
of $323,207.886. At December 31, 2005, repurchase agreements
were $130,933,976 and were secured by pledged securities with fair
values of $211,515,334, The following table summarizes funds pur-
chased (doliars in thousands):

2006 2005 2004

December 31

Amount $ 239412 § 130,934 & 74432

RAIE ..ot et v e sennsss e 4.86% 3.43% 1.48%
Average for the year:

AMOUNT e s e es $ 169,212 § 97,942 § 70,537

RALE +ovooeove s cosssssssssons e 463%  247%  09%%
Maximum ottstanding

at any month-end........ccveeeericieveene 239,412 § 130,934 § 78823

Note 10: FHLB Borrowings
FHLB borrowings consist of FHLB notes and FHLB advances. At
December 31 FHLB borrowings were as follows:

2006 2005
FHLB advances $ 20,000,000 $ 83,900,000
FHLEB TOLES 11eoreveres oo eeeees e eesoeense 80,000,000 30,000,000

$100,000,000 $113,500,000

FHLB advances are generally repaid within one day to one year from
the transaction date. At December 31, 2006, FHLB notes were
scheduled to mature as follows:

Amount Interest Rates
Due in 2009 $ 60,000,000 4.18-3.52%
Due in 2011 20,000,000 3.41%

$ 80,000,000

The following table summarizes FHLB advances (dollars in thou-
sands):

2006 2005 2004

December 31:

AMOUNT .o srors e reseaees § 20,000 § 83,500 $ 26,500

RALE ... iieerirrer e svcr e eiens e aean 5.63% 4.33% 2.35%
Average for the year:

X T 1T $ 30,572 % 52,190 § 24,191

RATE vovccinniirccvsonrimenis ccnrrmmmissannre seasseens 5,05% 3.28% 1.40%
Maximum cutstanding

at any month-end.........cceereneereeesseerees $ 102,000 § 105,000 $ 102,000

Note 11: Other Short-term Borrowings

Other short-term borrowings consist of Treasury tax and loan notes.
The Treasury tax and loan notes outstanding were $928,391 and
$592,754 at December 31, 2006 and 2003, respectively. Treasury tax
and loan notes were generally repaid within one to two days during
2006 without interest, During 2005 and 2004, Treasury tax and loan
notes were generally repaid within one day to one year from the
transaction date,

The following table summarizes other short-term borrowings (dollars
in thousands):

2006 2005 2004

December 31:

AMDUNT v rrrer ot st rtesnsecareeres % 928 % 393 § 20297

. 0.00% 1.97% 2.03%

Avemge for the year: '

F-X 1T 171 (| SRR $ 282 % 2196 § 5,535

RaAlg... .o ressresnssarererens 0.00% 1.96% 1.32%
Maximum outstanding

atany month-end.......ccoverrerencecucer s 3 928 § 20332 § 20,298
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Note 12: Pension and Employec Benefit Plans

W.T.B. maintains a qualified defined benefit pension plan for em-
ployees hired before January 1, 2004, Benefits under the plan are
based on the number of years of service and the employee’s career
average compensation during such years, W.T.B. has updated past
service benefits from time to time in the past, but is not obligated to
make any such updates in the future. The funding policy is to con-
tribute annually an amount not less than the minimum required to be
funded under ERISA, nor more than the maximum amount that is
currently deductible for federal income tax purposes,

W.T.B. uses a December 31 measurement date for the plan, The
following table provides a reconciliation of the changes in the plan’s
benefit obligation and fair value of assets over the two-year period
ended December 31, 2006, and a statement of the funded status at
December 21 of both years:

2006 2005
Accumulated benefit obligation at
end of year. $ 46935557 § 46,352,494
Change in projected benefit obligation:
Benefit obligation at beginning of vear..... § 54,393,469 3§ 48,914,504
Service cost — benefits earned during
the period 1,947,86) 2,371,593
Interest cost 2,324,592 2,775,926
Change in assumptiens ... (3,003,601) 1,953,880
Actuarial loss {411,423} 249 810
Benefits paid . {2,358,045} (1,872,244}
Benefit obligation at end of year ... 52,792,851 54,393 469
Change in plan assets:
Fair value of plan assets at beginning
af year ... 52,258,624 42,594,373
Actual retum on plan assets ... evevenrns 5,183,949 1,586,495
Employer contribution 2,069,945 9,950,000
Benefits paid (2,358,045) (1,872,244
Fair value of plan assets at end of year....., 57,154,474 52,258,624
Funded status:
Funded {unfunded) status at end of year ... 4,361,623 {2,134,845)
Unrecognized net 108S ... 13,217,714 19,384,056
Unrecognized prior servics cost ... 85,241 99,468
Prepaid pension cost
included in other BSSEIS v cvirenrmesnsnens F 17,664,578 § 17,348,679
2006 2005 2004
Assumptions used in computing the present
value of the accumulated benefit
obligation and the projected benefit
obligation at year-end:
Discount rate 5.75% 5.50% 5.75%
Rates of increase in compensationt............ 500%  500%  5.00%
Expected long-term rate of retum on assets
used in computing the net pension expense
determined at begimming of year ................ 8.00%% 8.00%% §.50%
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W.T.B.’s assumption for expected long-term return on plan assets is
based on a periodic review and modeling of the plan’s asset alloca-
tion and liability structure over a long-term horizon. Expectations of
returns for each asset class are the most important of the assumptions
used in the review and modeling, and are based on comprehensive
reviews of historical data and economic/financial market theory. The
expected long-term rate of return on assets was selected from within
the reasonable range of rates determined by (a) historteal real returns
for the asset classes covered by the investment policy, and (b) projec-
tions of inflation over the long-term period during which benefits are
payable to plan participants.

Net periedic pension cost for 2006, 2005 and 2004 included the fol-
lowing compongents:

2006 2005 2004
Service cost $1,947,861 $2,371,593 $2,028,681
Interest cost. 2,824,592 2,775926 2,556,798
Expected retumn on plan assets........ (4,105,890) (3,648,850) (3,032,432)
Net amortization and deferral.......... 1,087 484 799,101 697,401

Net periedic pension cost $ 1,754,047 $2297,770 §2,250448

The unrecognized prior service cost is atiributable to plan amend-
ments that updated past service benefits. Amortization of past ser-
vice cost is included in net periodic pension cost,

W.T.B.’s pension plan asset allocations at December 31, 2006 and
2003, by asset category, were as follows:

Plan assets at December 31, 2006 2005
Asset categary:
Equity securities 61% 57%
Debt securitics 37% 37%
Cash equivalents ......co.ccceceveeceeeeeecnsiceeeeene 2% 6%
Total 100% 100%

W.T.B.'s target asset allocation for 2007, by asset category, is as
follows;

Asset Category:
Equity securities 60%
Debt securities 40%
Total 100%

W.T.B."s investment policy includes varicus guidelines and proge-
dures designed to ensure assets are invested in a manner necessary to
meet expected future benefits earned by participants. The investment
guidelines consider a broad range of economic conditions. Central to
the policy are target allocation ranges by major asset categories.

The objectives of the target allocations are to maintain investment
portfolios that diversify risk through prudent asset allocation parame-
ters, achicve asset returns that meet or exceed the plan’s actuarial
assumptions, and achieve asset returns that are competitive w1th like
institutions employing similar investment strategies.

The investment policy is periodically reviewed by W.T.B.’s Retire-
ment Benefits Committee. The policy is established and adminis-
tered in a manner so as to comply at all times with applicable pov-
ernment regulations,



W.T.B. FINANCIAL CORPORATION

.Note 12: Pension and Employee Benefit Plans (continued)
W.T.B. does not expect to contribute to its pension plan in 2007. The
following pension benefit payments, which reflect expected Fature
service, as appropriate, are expected to be paid:

2007 $ 2,066,427
111 S 2,157,020
2009 2,257,032
2010 2,421,672
2011 2,617,463 .
Years 2012 through 2016, 15,742,075

W.T.B. maintains a defined contribution retirement plan for employ-
ees hired after Decernber 31, 2003, W.T.B, will make an annual
contribution equal to at least three percent of eligible compensation
into the plan for employees meeting certain eligibility requirements,
The defined contribution expense for 2006 and 2005 was $199,829
and $60,000, respectively. No contributions were made during 2004
because of the one-year service requirement.

W.T.B. spensors an ¢émployee savings plan, This plan allows quali-
fied employees, at their option, to make contributions of up to certain
percentages of pre-tax base salary through salary deductions under
Section 401(k) of the Internal Revenue Code. W.T.B. matches a
portion of these contributions. Maiching contribution expense for
2006, 2005 and 2004 was $900,712, $837,686 and $767,224, respec-
tively. Contributions are invested, at the employees’ directions,
among a variety of investment alternatives.

W.T.B, has a non-qualified deferred compensation “phantom stock”
plan for executive officers. The values of the phantom stock awards
are indexed to W.T.B.’s book value per share. The stock awards,
phantom stock dividend payments and the increase in value of the
prior years® stock awards are expensed as compensation. Related
compensation expense for 2006, 2005 and 2004 was $1,148,807,
-$935,233 and $651,276, respectively, A summary of changes in the
indexed shares follows:

Number of Total

Shares Share Valus

Balance, January 1, 2004 ... 23,657 § 27255485
Granted 3,939 385,000
[nerease in value 57,723
Balance, December 31, 2004 . .oveivciverennnns 27,596 2,698,208
Granted 5222 570,000
[ncrease in value 287,700
Converted t0 payout.....cccceveereea (2,337 (228,457

Balance, December 31, 2005 ... 30,481 - 3,327,451
© Granted.... 5,459 685,000
Increase in value 388,171
Converted to PayouL....vee e (6,696) {731,006)

Balance, December 31, 2006 ...cvvcrecncnnnan 29,244 & 3669616

14

W.T.B. offers medical, dental and vision plans to its employees,
W.T.B. self insured dental and vision plans in 2004, began self insur-
ing one of its medical plans in 2005, and self insured all of these
plans in 2006. W.T.B. contracts with third-parties to act as claimns
administrators. Funding for benefits is derived from employer and
employee contributions. W.T.B. limits its potential losses through
insurance policies with stop-loss carriers. Medical, dental and vision
plan expenses were $3,344,251, $2,947,451 and $2,607,397 for 2006,
2005 and 2004, respectively. Self insurance reserves were $516,781
and $233,661 for 2006 and 2005, respectively, and were included in
other liabilities,

Note 13: Income Taxes
The current and deferred portions of income taxes for the years ended
December 31 were as follows:

2006 2005 2004
Current:
Federal $23,955278 $16,640,544 $10,434,300
084,424 786,324 444 239
24,939,702 17425868 10,878,539
Deferred (benefit):
e | [ (2,113,209)  (314,311) 842,948
R] 1O, (92,757) (3,391} 7,247
(2,205,966} (317,702) 850,195

$22,733,736 $17,109,166 511,728,734

Income taxes on income before income taxes differ from the statutory
rate of 35% for the following reasons:

2006 2005 2004

Federal income taxes at
SEALULOTY TALE oevmeee v st narsaas
State income taxes, net of

$24,223209 §18,667,663 $13,617,855

federal tax benefit............cooewwens 579,584 508,906 293,465
Decrease in income taxes due .
1o tax-gxempt interest on
securities and loans of states
and political subdivistons........... {2,219.260) (2,258,508) (2,247408).
Mondeductible interest
expense from carrying
tAX-EXEMPE A55615.cuvieies cnrens 439,203 290,916 181,782
Other nondeductible expenses
and amortization of
239,508 107,576 171,921
(528,598) {207,387) {288,8381)

$22,733,736  $17,109,166 $11,728,734

Included in income taxes are taxes (benefits) on net securities gains
(losses) of $(192,090), $11,815 and $226,139 for the years ended
December 31, 2006, 2005 and 2004, respectively.
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Note 13: Income Taxes (continued)

Deferred income taxes reflect the net tax effects of temporary differ-
ences between the carrying amounts of assets and liabilities for finan-
cial reporting purposes and the amounts used for income tax pur-
poses. No valuation allowances for deferred tax assets were neces-
sary at December 31, 2006 or 2005. Significant components of the
deferred assets and liabilities at December 31 were as follows:

2006 2005

Deferred tax assets:

Allowance for loan losses $16,754,900 $14,592,582

Deferred compensation...........c. s 5,050,820 4,481,375
Financial-over-tax depreciation.........coeeeee 2,251,438 2,022,177
Commitment fees. . ..o cverrriseenns 274,962 248,148
Other real estate 80,218 119,127
Interest on nonaccrual 10ans ..o, 60,216 136,332
Other 171,734 193,312
Total deferred tax assets 24644288 22,193,603
Deferred tax liabilities:

Unrealized gains on .
securities available for sale........ooveeveee 1,028,674 507,128
Prepaid pension 6,474,887 6,330,939
FHLB stock dividends ......cooovevvereerremeennees 1,787,390 1,775,476
Mortgage servicing 699,512 834 813
Prepaid expenses 434,128 339,489
Discount accretion 100,424 81,587
RIEICR i TR - OO 246,760 194,523

DML, vttt st resis s eren 11,862

Tota! deferved tax liabilites.. ..o e 10,783,637 10,067 955
Net deferred tax assets......coevmicreeneeiens $13,860,651 $12,125648

Note 14: Financial Instruments

The Bank is a party to financial instruments with off-balance sheat
risk in the normal course of business to meet the financing needs of
its customers and to reduce its own expoesure to fluctuations in inter-
est rates. The Bank’s financial instruments include commitments to
extend credit, standby letters of credit, and commercial letters of
credit.

All these transactions may involve, in varying degrees, elements of
credit and interest rate risk in excess of the amount recognized, if
any, in the conselidated statement of financial conditicn. The Bank’s
exposure 1o ¢redit losses in the event of nonperformance by the other
parties to financial instruments for commitments to extend credit,
standhy letters of credit, and commercial letters of credit is repre-
sented by the contractual amounts of those instruments. The Bank
uses the same credit policies in making commitments and conditional
obligations as used in the lending process.
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Commitments to extend credit are agreements to lend to customers as
long as there are no vielations of any conditions established in the
commitment contracts. Commitments generally have fixed expira-
tion dates or other termination clauses and may require payment of a
fee. Since many of the commitments are expected to expire without
being completely drawn upon, the total commitment amounts do not
necessarily represent future cash requirements, The Bank evaluates
customers’ creditworthiness on a case-by-case basis. The amount of
collateral obtained, if deemed necessary by the Bank upon extension
of credit, is based on management’s credit evaluation of the counter-
party. Collateral varies but may include accounts receivable; inven-
tory; property, plant and equipment; residential real estate; and in-
come producing commercial properties.

Standby letters of credit are conditional commitments issued by the
Bank to guarantee the performance of commercial customers to a
third party. The credit risk involved in issuing standby letters of
credit is cssentially the same as that involved in extending loans to
customers.

Through commereial letters of credit, the Bank guarantees customers’
trade transactions to third parties, generally to finance commercial
contracts for the shipment of goods. The Bank’s credit risk in these
transactions is limited, since the contracts are supported by the mer-
chandise being shipped and are generally of short duration.

The Bank grants commercial and agricultural, real estate, and con-
sumer loans to customers, mainly in Washington, Idaho, Oregon, and
Utah, secured by business and personal property. The loans are ex-
pected to be repaid from cash flow or proceeds from the sale of se-
lected assets of the borrowers. Although the loan portfolio is diversi-
fied, a substantial portion of the debtors’ abilities to honor their con-
tracts is dependent upon the economic conditions in Washington,
Idahe, Oregon, and Utah. The Bank has no significant exposure from
highly leveraged transactions and has no foreign credits in its loan
portfolio.

Following is a summary of the exposure to off-balance-sheet risk at
December 31 {(dollars in thousands}):

2006 2005
Financial instruments whose contract
amounts represent credir risk:
Commitments to extend eredit....oeeeeons b 1,343,?21 ¥ 1,235,408
Standby letters of credit ........coveeeeercerereneens 119,196 90,069
Commercial letters of credit. ..o veriverene 1,472 349
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Note 15: Fair Values of Financial Instruments

SEAS No. 107, as amended by SFAS No. 119, requires disclosure of
fair value information about financial instrutnents, whether or not
recognized in the balance sheet, for which it is practicable to estimate
those values, In cases where quoted market prices are not available,
fair values are based on estimates using present values or other valua-
tion technigues. Results from those techniques are significantly af-
fected by the assumptions used, including the discount rates and es-
timates of future cash flows. TIn that regard, the detived fair value
estimates cannot be substantiated by comparison to independent mae-
kets and, in many ¢ases, could not be realized in immediate settle-
ment of the instruments. The Statements exclude nonfinancial in-
struments from their disclosure requirements. Specifically, land and
buildings are not disclosed at fair value, nor is the value derived from
retaining customer deposit relationships, commonty referred to as a
customer deposit base intangible. Accordingly, the aggregate fair
value amounts presented are not intended to represent the fair value
of W.T.B.’s shareholders’ equity.

The following methods and assumptions were used by W.T.B. in
estimating its fair value disclosures for ¢ach ¢lass of financial instru-
ment:

Cash and cash equivalents: The carrying amounts reported in the
statement of financial condition for cash and short-term instruments
approximate those assets” fair values.

Securities; Fair values for securities are based on quoted market

prices.
FHLE stock: The fair value is based upon the redemption value of
the stock which equates to its carrying value.

Loans: For varigble-rate Joans that reprice frequently and with no
significant change in credit risk, fair values are based on carrying
values. Fair values of fixed-rate Joans are estimated using discounted
.cash flow analyses and interest rates currently being offered for loans
with similar terms to borrowers of similar credit quality, The carry-
ing amount of acerued income receivable approximates its fair value.
The fair values of lending commitments at year-end are estimated to
approximate the remaining unamortized fees.

Deposits:  The fair values disclosed for interest- and noninterest-
bearing demand deposits and savings are equdl to the amounts pay-
able on demand at the reporting date (i.e., their carrying amounts).
The carrying amounts for variable-rate time deposits approximate
their fair values at the reporting date. Fair values for fixed-rate time
deposits are estimated using a discounted cash flow calculation that
applies interest rates currently offered on such deposits to a schedule
of aggregated expected monthly maturities, The carrying amount of
accrued interest payable approximates its fair value.

Funds purchased and other short-term borrowings: The carrying
amounts of federal funds purchased, borrowings under repurchase
agreements, and other short-term borrowings approximate their fair
values.

FHLEB borrowings: The fair value of FHLB advances and other bor-
rowings is estimated by discounting the estimated future cash flows
using rates currently available to the Bank for debt with similar re-
maining maturities.
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The carrying amounts and estimated fair values of each class of fi-
nancial instruments at December 31 were as follows (dollars in thoy-
sands):

2006
Carrying Fair
Atnount Valuz
Financial assets: :
Cash and due from banks, federal funds
sold and interest-bearing deposits
With Danks. ....cccoccen v et e £ 117,248 $ 117248
Securities available for sale,.... 432473 432473
Federal Home Laan Bank stock... 11,663 11,663
Loans held forsale .......ocoooceeenrcrcrenennnen 3,562 3,562
Loans held in portfolio ... 2,738,817
Less: allowance for loan losses........ccoee..e {45,710
Loans, net of allowance.........oovvverne. 2,693,107 2,728,445
Accrued income receivable.....oooeeneeene 19,326 19,326
Finaneial liabilities:
Demand and savings deposits ... 1,691,888 1,691,888
Time depOSitS .o 1,017,399 1,013,603
Funds purchased..........coooenenucvnevneneicrennens 239412 239,412
Federal Home Loan Bank borrowings.......... 100,000 99,646
Other short-term borrowings.... 928 918
Accrued interest payable ... 12,366 12,366
Commitments to extend credit. (750} {7500
Interest rate SWEPS ....ocrcmsrmrsssssssnnnsrasions 81 &1
2005
Carrying Fair
Amount Value
Financial assets:
Cash and due from banks, federal funds
spld and interest-bearing deposits
with banks $ 153,553 § 153,553
Securities available forsale.......oooeveveeveees 377,709 377,709
Federal Home Loan Bank stock......occoeenees 11,663 11,663
Loans held for 5ale ..o oo e 4,766 4,766
Loans held in portfolio............. 2,360,434
Less: allowance for loan losses. (41,0843
Loans, net of allowance.......... 2,319,350 2,345,360
Accrued income receivable ... 15,394 15,394
Financial liabilities:
Demand and savings deposits ..o veeenns 1,561,161 1,561,161
Time deposits 885,144 886,962
Funds purchased. 130,934 130,934
Federal Home Loan Bank borrowings.......... 113,900 113,900
Other short-term borrowings............ 593 593
Accrued interest payable ..o 8,510 8,510
Commitments to extend credit.......c..cooveeene. (679) (679}
Interest rate swaps 82 82
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Note 16: Contingencies and Commitments

During the normal course of business, W.T.B. and the Bank are in-
volved as defendants in various legal matters. In the opinion of
W.T.B.’s management, the potential liability, if any, upon resolutien
of all litigation currently pending would not have a material adverse
effect on W.T.B.’s financial position or results of operations.

W.T.B. has various operating leases covering the use of certain prem-
ises and equipment. The leass expense under such arrangements
amounted to $1,458,081, $1,298,788 and $1,177,938 for the years
ended December 31, 2006, 2005 and 2004, respectively, All leases
expire prior to the year 2018. Certain leases contain renewal clanses
of up to 25 years and rent escalation clauses based on CPI or other
Tactors contained in the lease agreement.

A summary of minimum lease commitmenis follows:

Years ending December 31,
2007 $ 1,472,381
2008 1,396,251
2009 1,407,337
2010 986,197
2011 647,523
2012 and thereafiter ......covecureerennee 1,329,844

Total minimum lease payments $7,239,533

Note 17: Parent Company Statements

W.T.B.’s parent company statements are presented using the equity
method of accounting; therefore, accounts of its subsidiary have not
been included. Intercompany transactions and balances have not
been eliminated. The condensed parent company statements follow
(dollars in thousands):

Statement of Income Years Ended December 31,
2006 2005 2004
Revenue
Dividends from banking subsidiary.......... § 13,350 ¥ 10,600 $22,100
Other ..cvv v, 506 331 279
Tatal revenus 13,856 10,931 22,379
Expense
Salaries and employee benefits ... 2,729 2,103 1,939
Other ....... 1,653 1,718 1,659
Total EXPENSE .cccvvereceeeeeereeeererassereeseranas 4,382 3,82] 3,598
Income before income tax benefit
and equity in undistributed net
ingome of subsidiary.......ccccoccveveeeennn. 9.474 7,110 18781
Income tax benefit ,.......... (1,539 (1,057} (1,186)
Income before equity in undistributed
net income of subsidiary....ooeeeviene 11,008 8,167 19,967
Equity in undistributed net income of
banking subsSIdiary .....ooeeeen eesesssnsssssnen e 35,468 28,060 7,212
Net Income. 5 46476 § 36227 $27,179

Statement of Financial Condition December 31,
' 2006 2005
Assets
Cash,...... $ 3469 5 2,852
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U.S. Treasury securities available for sale,
carried at fair value.
Equity in underlying net baok value of bank

294 296

subsidiary ; 202,119 255,682
Premises and equipment, net 1,086 1,378
Other 8555 ....ocoeeveeeeen, 1,375 1,066

Total 8515 ....oucereereene $298,570 $261,274
Liabilities

Other liabilities......... 3
Sharcholders' Equity

Total liabilities and shareholders’ equity

1,407 § 1,292
...................................................... 297,163 259,982
$298 570 $261,274

Statement of Cash Flows Years Ended December 31,

2006 2005 2004

Cash flows from operating activities:
Net income
Adjustments to reconcile net income ta

cash provided by operating activities:

$46476 $36,227 $27,179

Undistributed net income of subsidiary... {35,468) (28060) (7,212)
Depreciation ......ceeee e ieceeevevsenneneeensies 363 408 133
Write-down of other assets ........ueevromnes 111 548
Deferred income tax (benefit).....ooveveen. (59) 15 (82)
Qther, net (129 540 293
Net cash provided by operating activitfes.... 11,183 9242 20,859
Cash flows frem investing activities:
Purchase of securities.........coveereeeecennenes (293) 295y {1,195
Proceeds from maturities of securities....... 300 300 1,200
Purchases of equipment .......ccccevvveiennne (298) (369) (129
Proceeds from sales of equipment ... 228 189 85
Purchase of other assets ... (175) (490) (75)
Proceeds from sales of other assels... 161 8
Net cash used in investing activities............ (75) {665) (108)
Cash flows from financing activitics:
Dividends paid (7.541) (6,997 {20,736)
Treasury stock transactions, Net.......oes (2,723) (745) 461
Net cash used in financing activities............ (10,264) (7,742) (20,275)
Increase in cash 844 835 478
Cash at beginning of year.......ccceccivveverccsne 2,852 2017 1,539
Cashatend of year ..o coveevconi e $ 3606 & 2,852 % 2017
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Note 18: Related Parties and Regulatory Matters

In the ordinary course of business, W.T.B. and its subsidiary make
loans and enter into other transactions with certain related parties, its
directors and entitics having a specified relationship with the direc-
tors. Such transactions are made on substantially the same terms and
conditions as transactions with other customers. Total deposits from
these related parties were approximately $7 million at December 31,
2006 and 2005. Related party loan amounts for the years ended De-
cember 31, 2006 and 2005 were as follows:

2006 2005
Balance at beginming of year ... coveenene $ 9540336 § 6,012,392
Mew loans and advances ... 9,199,988 6,717,982
Repayments (5,069.470) (2,966,218)
Cther, 11,613 {224,300}
Balance atend of year...oececeeceevecevereeenns $ 13682487 § 9,540,356

Under current federal regulations, W.T.3, is limited in the amount
that may be borrowed from Washington Trust Bank. At Decem-
ber 31, 2006, a maximum of approximately $4 million could be
loaned to W.T.B. No such leans have been made,

The ability of W.T.B. to continue to pay dividends is substantially
dependent upon the receipt of dividends from its subsidiary. At De-
cember 31, 2006, undistributed earnings of Washington Trust Bank
available for payments of dividends without prior approval of the
regulatory authorities was approximately $76 million. Federal Re-
serve Board regulations require depository institutions to maintain
certain minimum reserve balances in the form of cash and deposits
with the Federal Reserve Bank, These reserves averaged approxi-
mately $24 million in 2006.

W.T.B. is subject to various regulatory capital requirements adminis-
tered by the federal banking agencies. Failure to meet minimum
capital requirements can initiate certain mandatory and possibly addi-
tional discretionary actions by regulators that, if undertaken, could
have a direct material adverse effect on W.T.B.’s financial position or
results of operations,

Under capital adequacy guidelines and the regulatory framework for
prompt corrective action, W.T.B. must meet specific capital guide-
lines that involve quantitative measures of assets, liabilities, and cer-
tain off-balance sheet items as caleulated under regulatory accounting
practices. W.T.B.’s capital amounts and classification are also sub-
ject to qualitative judgments by the regulators about components, risk
weightings and other factors.

Quantitative measures established by regulation to ensure capital
adequacy require W.T.B. to maintain minimum amounts and ratios of
total capital and Tier 1 capital to risk-weighted assets, and of Tier 1
capital to average assets. Management believes, as of December 31,
2006 and 2005, that W.T.B. met all capital adequacy requirements to
which it is subject.

At December 31, 2006, the most recent notification from the Federal
Deposit Insurance Caorporation categorized Washington Trust Bank
as well capitalized under the regulatory framework for prompt cor-
rective actton. There have been no conditions or events since that
notification that management believes have changed the institution’s
category. To be categorized as well capitalized, a bank must main-
tain minimum total risk-based, Tier | risk-based and Tier 1 leverage
ratios as set forth in the table below, The capital amounts and ratios
at December 31 were as follows (dollars in thousands):

To Be Well Capitalized
For Capital Under Prompt Comrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Armount Ratio
At December 31, 2006
Total risk-based capital {to risk-weighted assets):
W.T.B, Financial Corporation L2 $335002 2 10.55% = $254058 = B.00% > $317,572 = 10.00%
Washington Trust Bank = 329959 2 1040% = 253922 = B.00% > 317402 > 10.00%
Tier 1 capital (to risk-weighted assets):
W.T.B. Financial Corporation ..o mnrnrsconnernconine > 295252 > 530% 2 127029 = 4.00% = 190543 = 6.00%
Washington Trust Bank .......ccceeeveeeesvcvesenmiesenessenervnsnnens 290208 = 9.14% = 126961 = 4.00% = 190441 2= 6.00%
Tier 1 capital (to average assets):
W.T.B. Financial Corporaticn = 295252 = 8.89% z 132880 = 4.00% z 166,100 = 500%
Washington Trust Bank ...... = 290200 = 8.75% > 132,701 2 4.00% = 165876 2 5.00%
At December 31, 2005
Total risk-based capital (to risk-weighted assets):
W.T.B. Financial Corporaticn > $293,762 > 10.59% » $221,838 = 8.00% = 3277207 = 10.00%
Washington Trust Bank ...... > 289462 = 1044% = 221,710 = RO0% = 277,138 » 10.00%
Tier 1 capital (to risk-weighted assets): '
W.T.B. Financial Cerporation = 259040 = 934% 2 110519 2 4.00% = 166378 2 6.00%
Washington Trust Bank ...... = 254740 = 919% = 110,855 = 4.00% =z 166283 2z 6.00%
Tier 1 capital (to average assets):
W.T.B. Financial Corporation = 259,040 = 85.99% 2 115262 2> 4.00% z 144078 > 5.00%
Washington Trust Bank...... = 254740 = 8.33% > 115096 2= 4.00% z 143870 2 5.00%
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Independent Auditors’ Report

To the Board of Directors
W.T.B. Financial Corporation
Spokane, Washington

We have audited the accompanying consolidated statements of financial condition of W .T.B. Financial
Corporation and subsidiary as of December 31, 2006 and 2005, and the related consolidated statements of
income, changes in stockhotders’ equity, and cash flows for the years then ended. These financial statements
are the responsibility of the Company's management, Qur responsibility is to express an opinion on those
financial statements based on our audits. The consolidated statements of income, changes in stockholders’
equity, and cash flows of W.T.B. Financial Corporation and subsidiary for the year ended December 31, 2004,
were audited by other auditors whose report dated March 4, 2003, expressed an unqualified opinion on those
statements. '

. We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform our audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The Consolidated Financial Highlights on page 1 is presented for purposes of additional analysis and is
not a required part of the basic financial statements. Such information has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and, accordingly, we express no opinion on it,

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of W.T.B. Financial Corporaticn and subsidiary as of December 31, 2006 and 2005, and

the results of its operations and its cash flows for the years then ended in conformity with accounting princi-
ples generally accepted in the United States of America.

Moss 'qtlcum s WP

Spokane, Washington
March 9, 2007
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Consolidated Financial Highlights

{dollars in thousands, except per share data)

Five-Year
Years Ended December 31, Compound
2005 2004 2003 2002 2001 2000 Growth Rate
PERFORMANCE
Net interest revenue, fully .

EAX-CGUIVAIENL . orvreresessersesssasssosssmisassessasosasens $ 124715 $ 101,868 $ 92,818 $ 38841 § 78716 § 74,406 10.9%
Fully tax-equivalent adjustment............cccoveneee. 3,022 3,178 2,854 2,457 2,284 2,614 29
Net Interest FeVenUe .vcrrorsnenes 121,693 98,690 89,964 86,384 76,432 71,792 1.1
Provisien for loan losses 7,423 6,656 7,399 7,915 8,010 5,436 6.4
Net interest revenue after

provision for [0an 1088E8 ....ceemciiioncreneronn 114,270 02,034 82,565 78,469 ‘68,422 66,356 11.5

Noninterest reVenile ... v v e v reeererceseeemecensonse 26,633 25,129 25,295 27,104 26,256 22416 3.5
NONINLEIESt EXPENSE . -crsesrirsrsrsrmrrsarereresraseecsnes 87,567 78,255 74,938 72,865 66,658 61,122 7.5
Income before income taxes ... 53336 38,908 32,902 32,708 28,020 27,650 14,0
Income taxes, 17,109 11,729 0,825 9,914 7,761 8118 16.1
Net INCOME. ..o e emrre e e e e $ 36227 % 27179 § 23077 § 22794 § 20,259 § 19,532 13.2
SELECTED YEAR-END DATA
=TT ) =T P § 389,372 § 327386 3 263409 § 197,594 § 222,762 § 236,193 10.5%
Total loans ....... 2,365,200 2,008,840 1,769,584 1,629,943 1,541,369 1,398,563 11.1
Earning assets ..o erseroneiorensrocsmsmsorsmiessisnons 2,770,443 2,342,104 2,044,941 1,896,875 1,765,581 1,637,764 11.1
Total assets.. .. 2,979,837 2,482,783 2,212,092 2,078,862 1,899,225 1,791,798 10.7
Deposits .o . 2.446,305 2,057,281 1,850,879 1,690,861 1,447,032 1,378,068 12.2
Interest-bearing liabilities . - 2,091,221 1,740,094 1,559,214 1,457,584 1,388,124 1,336,898 9.4
Shareholders’ Uity .......coccoeeeerreeeeeene e eces 259,982 233,380 221214 210,953 191,695 176,573 8.0
Full-time equivalent employees . ....ovveveeceensee 670 643 628 615 609 604 2.1
PER SHARE
NEL COME.crercrrrnsereserererssesereermeseses sensssasanes $ 1522 3§ 1140 % 968 § 9.54 § 847 % 8.16 13.3%
Cash dividends 2.94 8,70 248 2.26 2.10 1.94 8.7
Book value per share 109.17 97.78 95.34 88.41 80.18 73.80 a1
RATIOS
Returm on aVerage assets . ...ooiiisismsiisinn 1.33% 1.16% 1.11% 1.16% 1.08% 1.22%
Return on average shareholders’ equity ............ 14,67 11.94 10.52 11.25 10.96 11.67
Margin on average caming assets 4,85 4.60 4.78 4.84 4,50 5.02
Efficiency ratio ... w v 37.80 01,62 6346 62.84 03.50 63.13
Net charge-offs to average l0ans e 0.18 0.21 0.20 0.41 0.29 0.36
Allowance for lpan losses to ’

loans on December 31.......iieeercveranevenenns 174 1.87 1.97 1.90 1.91 1.84
Average equity 1o average assets ..oimnoinian 9.04 9.70 10.59 10.33 9.82 10.43
Total risk-based capitaf

(to risk-weighted assets) .ieemmmmorronanns 10.59 11,11 11,75 12,25 12.20 12.20
Tier 1 capital {to risk-weighted assels) ............ 9.34 9.85 10.50 11.00 10.94 10,95
Leverage (Tier 1 capital to average assets) . 8.99 9.33 10.35 10.10 9.90 10.04
Cash dividends to net income .....cooevvcrensennnns 19.31 76.29 25.62 23.68 24,78 2378
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Consolidated Statement of Income

Years Ended December 31,

2005 2004 2003
INTEREST REVENUE
Loans, in¢luding fzes - % 155015462 § 113,303,838 3 105,784,750
Deposits with banks.........coeevecennns ; 2,431 3,481 2,251
Securities:
Taxable ..orererrrrrssnrnsnrsreenens eerereeeereeebi oo ek be oot nh e b ek e adems bt st nrnbarras 9,126,597 7,076,725 4,648,795
Tax-exempt e erimtressasasseeremsserasisreesesssesmesstesetseysseyersiessinreeyereszsesrartrsry 4,582,038 4,701,046 4,237,502
Federal funds sold........cccoeeviccoemmenene. . 555,902 107,603 254,560
Total INLEIESE FEVENUE. .......veveverterrsenrensceeemrmimesmeresereseseres et msmsmsmserens saresstnsnrasns semsasnes 169,282,430 125,192,693 114,927 858
INTEREST EXPENSE
Demand and savings deposits ... man 15,371,503 8,738,999 7,742,361
Time deposits 27,004,923 15,637,446 15,683,423
Funds purchased ., ' 2,417,688 688,278 801,422
Other short-temm borrowings " 2,795,943 1,438,310 734,808
Total interest expense 47,590,057 26,503,033 24,964,014
Net interest revenue w 121,692,373 98,689,660 89,963,344
Provision for loan losses 7.422,871 0,655,730 7,399,229
Net interest revenue after provision for 10an J085E5 . e e 114,269,502 92,033,930 82,564,615
NONINTEREST REVENUE
FIduciary iMCOME ... isn s sresrsrarsnars s sarara sessararas | 6,737,312 5,881,415 5,391,508
OHNET FEES 0N LOAIIS e et emae e sees e ees eeran s sevsmems sememesebe s e nensnes sresasnsansenn 4,889,539 4,853,001 8,082,553
Service charges on deposits........ 8,624,493 8,715,438 7.814,189
Other service charges, commissions and fees........ 4,220,688 3,785,546 2,983,422
Nonbanking premises and other real estate, net....... . 813,956 767,909 646,961
Securitics ZaINs, Net ., X 33,757 646,112 22,857
DIREE HICOMIL w.uruirireraiinins semsmssimc s sass st ssbanssbarossbns saas b aess sens s s sras s babebeb b amEr R msF et are e ensn s 1,304,653 480,178 353,645
- Total noninterest revenue 26,633,398 25,129,689 25,295,135
NONINTEREST EXPENSE
BALATIES 1rveevrersesrsrarssessesenesersraressssesessnssenseansssnsns e s snssss ot st sasasmsassnsssnsnsnsmsasensarssssvsssssss en 42,669,646 37,317,061 34,990,985
Pension and employee benefits..ue i 9,742,332 8,962,773 7,981,922
Ceoupancy BXPense s 5,776,816 5,350,225 5,011,228
Furniture and equipment EXPEINSE ......ccevuyoereresresrnsssmrmss sesnss rasses snsses pesereners ssessssmsmsmsasans 4,498,849 6,506,283 6,447,249
BT EXPENSE ovrerernmarersrsmerensien s omorsroerssas 22,879,076 20,119,120 20,526,253
Tetal noninterest expense ... 87,566,719 78,255,462 74,957,637
Income before income taxes 53,336,181 38,908,157 32,902,113
Income taxes 17,109,166 11,728,734 0.824,660
NET INCOME $ 36227015 5 27179423 § 23077453
AYERAGE SHARES OF COMMON STOCK QUTSTANDING .....cccvnnririrenens 2,379,882 2,383,588 2,383,859
EARNINGS PER SHARE (based on average shares outstanding) ..........ocovvirnenenrnns $15.22 $11.40 $9.68

The accompanying notes are an integral part of the consclidated financial statements.
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Consolidated Statement of Financial Condition

ASSETS
Cash and due from banks

Federal funds sold

Interest-bearing deposits with banks..

Securities available for sale, carried at fair value......

Loans receivable:
Held for sale ......

Held in portfolio

Tatal [oans

Allowance for loan losses......

Bank premises and equipment, net

Nonbanking premises, net

Other real estale s
Accrued income receivable
Other assets

Total assets

LIABILITIES
Deposits:
Neninterest-bearing

Interest-bearing.......cocceeiicmine

Total deposits

Funds purchased
Other short-term borrowings ...

. Accred interest payable,..........cci

......

Other BADIIES 1evvreervrrssisresvesrnesirsssrmesnsss vsnsmessnsmsessns sensmeee

Total JHabilities .. crrrersisrnirerses e reeeessmrsessssnsesesses semens

SHAREHOLDERS® EQUITY

Class A common stock (25,000 shares authorized, issued and cutstanding; no par)
Class B common stock (3,475,000 shares authorized and 2,473,000 shares issued; no par)

Surplus....

Undivided profits....

Less treasury stock, at cost (118,468 and 113,181 Class B shares in 2005 and 2004, respectively) ..

Accumulated other comprehensive income ...

Total shareholders® equity.........cuin.

Total liabilities and shareholders” equity .....

December 31,

2005 2004
S 136,232,013 § 75.296,149
17,300,000 10,200,000
20,693 24,884
389,371,609 327,386,460
4,765,563 2,554,062
2,360,434,439  2,006,285,653
2,365,200,002  2,008,839,715
(41,084,194) (37,538,943)
2,324,115808  1,971,300,772
37,602,058 37,523,923
3,737,822 3,185,674
158,270 495,311
15,354,335 11,192,826
55,904,522 46,177,143
$2,979,837,130  $2,482,783,144

$ 600,510,972

$ 488,817,307

1,845794,408  1,568,464,114
2,446,305,380 2,057,281 ,421
130,933,976 74,432,491
114,492,754 97,196,973
8,509,510 4,188,566
19,613,613 16,303,654
2,719,855233  2,249,403,105
250,000 250,000
4,750,000 4,750,000
32,665,000 32,665,000
228,878,786 199,107,733
266,543,786 236,772,733
{7,503,699) {6,218,230)
259,040,087 230,554,503
941,810 2,825,536
259,981,897 __ 233,380,039

§2,979,837,130  $2,482,783,144

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statement of Changes in Shareholders’ Equity

Accumulated
Total Other
Shar¢holders’ Common Stock Treasury Comprehensive  Undivided
Equity Class B Stock Surplus  Income (Loss) Profits
Balance, January 1, 2003................. $210,952,839 § 250,000 § 4,750,000 3$(5,700,943) $32,665000 $ 4,281,637 $174,707,145
Net income, 2003 .....c.ceeerccereen, 23,077,453 23,077,453
Net unrealized losses on
securities available for sale,
net of tax benefit of $345,966......... (642,509) (642,509)
Reclassification adjustment for
gains included in net income,
net of taxes of $8,000... e (14.857) (14,857)
Comprehensive income, 2003....... 22,420,087
Cash dividends of $2.48 per share ... (5,911,872) {5,911,872)
Treasury stock transactions...... . {187,313) (438,971) 251,658
Balance, December 31, 2003............. 227,273,741 4,750,000  (6,139,914) 32,663,000 3,624,271 192,124,384
Net income, 2004 ......cceveveecrevnnianeen 27,179,423 27,179,423
Net unrealized losses on
securities available for sale,
net of tax benefit of $203,949......... (378,702) (378,762)
Reclassification adjustment for
gains included in net income,
net of taxes of $226,139....cccceeenene (419,973) (419,973} .
Comgprehensive income, 2004....... 26,380,688
Cash dividends of $8.70 per share ... (20,735,782) (20,735,782)
Treasury stock transactions............... 461,392 {78,316) 539,708
Balance, December 31, 2004............. 233,380,039 4,750,000  (6,218,230) 32,665,000 2825536 199,107,733
Netincome, 2005 36,227,015 36,227,015
Net unrealized losses on
securitics available for sale,
net of tax benefit of $1,002,499 _._. (1,861,734) (1,861,784)
Reclassification adjustment for
gains included in net income,
net of taxes of $11,815. s (21,942) (21,942)
Comprehensive income, 2005....... 34,343,289
Cash dividends of $2.94 per share ...  (6,996,738) (6,996,738}
Treasury stock transactions ... {744,693) (1,285,469} 540,776
Balance, December 31, 2005............. §259,981,897 3§

250,000 § 4,750,000 S(7,503,699) 832,665,000 5 941,810 $228,878,786

The accompanying notes are an integral part of the consolidated financial statements,
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Consolidated Statement of Cash Flows

Cash flows from operating activitics:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation.........
Amortization of intangibles ..
Net premium amartization of securitics
Provision for loan losses.......
Write-down of other assets ...
Deferred income tax (benefit)
Securities gains, net
{Increase) decrease in loans held for sale
(Increase) decrease in accrued income and other assets.....
Increase (decrease) in accrued expenses and other liabilities...

Other, net

Net cash provided by operating activities ............

Cash flows from investing activities:

Net decrease (increase) in interest-bearing deposits with banks

Securities available for sale:

Payments for purchases ...
Proceeds from sales and calls .........

Proceeds from maturitios ..o verniee

Net increase in

loans held in portfolio

Purchases of premises and equipment

Proceeds from sales of premises, equipment and other real estate

Other, net

Net cash used in investing activities

Cash flows from financing activities:
AEPOSIS cvvrrrrerrrrrerrmrrserersnnesresresassrerares PO PROROTOPPIO

Net increase in

Net increase (decrease) in funds purchased
Net increase {decrease} in other short-term borrowings

Dividends paid
Treasury stock

transactions, net

Net cash provided by financing activities
Increase (decrease) in cash and cash equivalents...........ccccecee

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year....

Supplemental disclosures of cash flow information:
Cash paid during the year for:

Interest ..

Income taxes

Noncash investing and financing activity:
Transfers from loans to other real estate

Years Ended December 31,

2005

2004

2003

§ 36227,015

$ 27,179,423

$ 23,077,453

6,014,913 5,536,444 5,299,514
212,144 351,814
4,446,363 4,770,822 3,603,569
7,422,871 6,655,730 7,399,229
111,133 547,775 1,300,120
(317,702) 850,195 (2,024,307)
(33,757) (646,112) (22,857)
(2,211,501) (317,204) 21,328,680
(13,370,671) (5,858,361) 310,110
7,630,903 1,770,561 (960,293)
(981,857) (78,565) {238,959)

44,937,710 40,622,852 59,424,073 -
4,191 (1,121) 4,901,268
(160,497,362)  (164,716,623)  (156,089,315)
35,640,437 51,062,184 17,919,430
55,561,128 44,323,412 67,762,953
(358,167,956)  (243,545.67T)  (164,987,735)
(7,254,746) (9,871,918} (8,738,607)
3,222,681 357,284 2,700,372
(490,013) (67,000) (1,140,000
(#31,981,640)  (322,459,459)  (237,671,634)
389,023,950 206,402,196 154,018,260
56,501,485 (15,202,035} 8,508,560
17,295,781 71,614,470 (44,657,978)
(6,996,738)  (20,735,782) (5,911,872)
(744,693) 461,392 (187,313)
455,079,794 242,540,241 111,769,657
68,035,364 (39,296,366)  (66,477,904)
85,496,149 124,792,515 191,270,419

$ 153,532,013

5 85,496,149

$ 124,792,515

§ 43,269,113
16,171,000

141,550

§ 25,944,022
11,470,000

592,164

The accompanying notes are an integral part of the consolidated financial statements,

$ 26,671,699
11,860,000

351,114
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Notes to Consolidated Financial Statements

Note 1;: Summary of Significant Accounting Policies

W.T.B. Financial Corporation (W.T.B.) is a bank holding company
headquartered in Spokane, Washington and, through its subsidiary,
Washington Trust Bank (the Bank), is engaged in the business of
commercial and retail banking in Washington, Idaho, Oregon, and
Utah. The Bank was originally chartered in 1902 and provides a
wide range of banking, fiduciary, asset management, mortgage bank-
ing, and other financial services to corporate and individuval custom-
ers,

The consclidated financial statements of W.T.B. include the accounts
of W.TB. and its subsidiary. Intercompany {ransactions and bal-
ances have been eliminated in consolidation. The preparation of
financtal statements in conformity with accounting principles gener-
ally accepted in the United States requires management to make ¢s-
timates and assumptions that affect the amounts reported in the con-
solidated financial statements and accompanying notes. Actual re-
sults could differ from those estimates.

Cash Equivalents

Cash equivalents include amounts due from banks, federal funds
sold, and securities purchased under resale agreements. Generally,
federal funds sold and securities purchased under resale agreements
are for periods of one week or {ess.

Securities Available for Sale

W.T.B. has designated all securities as available for sale, including
those used in assetliability or liquidity management. Securities
available for sale are carried at fair value, with the unrealized gains
and losses, net of tax, reported as a component of other comprehen-
sive income in shareholders® equity. Gains and losses realized on the
. sale of securities are computed on the specific-identification method
- and are included in noninterest revenue. Interest and dividends cn
securities are included in interest revenue. Premiums and discounts
are recognized in interest revenue using the interest methed over the
period to maturity.

Loans

Leans held in portfolio are carried at the principal amount out-
standing, net of uneamed income, Loans held for sale are carried at
the lower of aggresate cost or market, )

Interest income with respect to loans is accrued on the principal
amount ouistanding. Loan origination fees are capitalized and recog-
nized as an adjustment to the vield of the related loan. The accrual of
interest on loans is discontinued when it is determined that the collec-
tion of interest or principal is doubtful or, generally, when a default
of interest or principal has existed for 90 days or more, unless such
loan is well secured and in the process of collection. When interest
accrval is discontinued, interest credited to income in the current year
is reversed, and interest accrued in prior years is charged against the
allowance for loan losses, Interest payments received on nonacerual
loans are recorded as reductions of principal if principal repayment is
doubtfil. Nonaccrual loans that are current as to interest and princi-
pal or that are well secured and in the process of collection are re-
turned to accrual statvs.

Allowance for Loan Losses

The allowance for loan losses is a valuation allowance for known and
inherent losses in the portfolio. Management’s determination of the
allowance is based on an evaluation of the loan portfolio, impaired
loans, past loan loss experience, economic conditions, volume,
growth and composition of the lean portfolio, and other risks inherent -
in the portfolio. Management applies risk factors to categories of
loans and individually reviews all impaired loans, Management uses
risk grades for loans in the commercial and agricultural, rcal cstate
secured, and consumer categories, For homogenous consumer port-
folics, management relies heavily on statistical analysis, past experi-
ence, and current industry trends to estimate losses. Management
evaluates the adequacy of the allowance at least quarterly, reviewing
the relevant internal and external factors that affect credit quality.



W.T.B. FINANCIAL CORPORATION

Note 1: Summary of Significant Accounting Palicies (con-
tinued)

Mortgage Servicing Rights

Mortgage servicing rights are carried at original capitalized value, net
of accumulated amortization and impairment. The original capital-
ized value is determined using discounted cash flows based on the
then-current market interest rates and current prepayment assump-
tions. Mortgage servicing rights are amortized in proportion te, and
aver the pericd of, estimated net servicing revenues. Impairment of
mortgage servicing rights is assessed based en the fair value of those
rights. Fair values are estimated using discounted cash flows based
on current market interest rates and current prepayment assumptions.
For purposes of measuring impaitment, the rights are stratified based
on predominant risk characteristics of the underlying loans, including
loan type, size, note rate, origination date and term. The amount of
impaimment recognized is the amount by which the capitalized mort-
gage servicing rights for a stratum exceed their fair value.

Derivatives

Drerivative financial instruments are used to meet the ongoing credit
needs of customers and the market exposure of interest rate risk. All
derivative instruments are recognized as either assets or liabilities in
. the Consolidated Statement of Financial Condition at fair value.
Changes in the fair value of a derivative are recorded in the Consoli-
dated Statement of Income, At December 31, 2003 the estimated fair
value of W.T.B.’s interest rate swaps was ${82) thousand. W.T.B.
had no swaps at December 31, 2004.

W.T.B.’s pipeline of locked residential mortgage loan commitments
and forward sales contracts to investors are considered derivatives,
W.T.B. utilizes forward sales contracts to hedge its risk of changes in
the fair value, due to changes in interest rates, of both its locked resi-
dential mortgage loan commitments and its residential loans held for
sale. The estimated fair values of these derivatives are determined by
the changes in the market value of the related loans, caused by inter-
est rate changes, from the commitment date or centract date to the
valuation date. At December 31, 2005, the estimated fair value of
rate locks was $7 thousand and the estimated fair value of forward
sales agreements was $(13) thousand. At December 31, 2004, the
estimated fair value of the rate locks was $7 thousand and the esti-
mated fair value of the forward sales agreements was $(11) thousand.

Premises and Equipment

Premises and equipment, including leaschold improvements, are
stated at cost less accumulated depreciation and amortization. De-
preciation and amortization are computed on both the straight-line
and accelerated methods over the estimated useful lives of the assets
or the terms of the associated operating leases, Gains or losses on
disposition are reflected in current income, Normal costs of mainte-
nance and repairs are treated as current expenses.

Other Real Estate

Other real estate acquired through, or in lieu of, lean foreclosure is
recorded at the lower of net realizable value of the property or the
outstanding loan balance at the time of foreclosure. A provision to
the valuation allowance on other real estate is made for subsequent
declines in the fair value on a specific property basis.

Advertising Costs ~

W.T.B. expenses advertising costs as incurred, Advertising expenses
were $1,817,475, $1,745,893 and $1,590,213 for 2005, 2004 and
2003, respectively,

Income Taxes

The liability method is used in accounting for income taxes, whereby
deferred tax assets and liabilities are determined based on differences
between the financial reporting and tax bases of assets and liabilities,
and are measured using the enacted tax rates and laws that will be in
effect when the differences are expected to reverse.

Commen Stock

At December 31, 2005 and 2004, 25,000 shares of Class A voting
common stock were gutstanding. Class B nenvoting common stock
shares outstanding were 2,356,532 and 2,361,819 at Decem-
ber 31, 2005 and 2004, respectively. Authorized Class C shares total-
ing 500,000 remain unissued, with terms to be determined upon issn-
ance.
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Note 2: Securities Available for Sale
All securitics were designated as available for sale at December 31, 2005 and 2004, The amortized costs and fair values were as follows:

2005 2004
Amortized Unrealized — Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
LLS. Treasury and
federal agencies. .., $ 64,422 538 $ 2443360 % 61,979,178 § 65352278 $ 1225826 § 64,126,452

States and political

subdivisions 83,116,857 § 3,986,952 1,000 87,092,719 100040999 § 5,149,782 347,020 104,843,752
Mortgage-backed securities.......... 228,720,276 755,517 839,080 228,636,712 143934304 1,131,148 361,096 149,704,356
FHLE SUOCK e eevere s enernerceoe e 11,663,600 1,663,000 871L900 8,711,900

387,922,671 § 4,742,469 § 3,203,531 $389.371,609 $323,03048]1 3 6,280,530 § 1,933,931 $327386,460

The following table shows the gross unrealized losses and fair value, apgregated by category and the length of time that individual securities
have been in a continucus unrealized loss position, at December 31, 2005, These securities had no deterioration in their credit ratings during
2004 or 2005, All unrealized losses were caused by interest rate changes and, in the opinion of W.T.B.’s management, the unrealized losses

are temporary in nature.

£

2005
Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

LS, Treasury and

federal AgENCies.....ooe.veceeeecerecrnne $ 1470853 % 12,375 % 60,212,500 § 2430985 $ 61,683,353 § 2,443,360
States and political

Subdivisions.......ceeceeer e veveceernr o 20800 11,090 208,910 11,090
Mortgage-backed securities............ 74,555,410 839,081 74,555410 839,081

$ 1,470,853 §

12,375 $134,976,820 § 3,281,156 $136447,673 § 3293531

Securities with book values of $268,152,292 and $228,911,595 at
December 31, 2005 and 2004, respectively, were pledged to secure
funds on deposits, customer repurchase agreement products, addi-
tional borrowings or for other purposes.

Proceeds from sales and calls of available-for-sale securities in 2005
were $35,640,437, resulting in gross gains of $49,904 and gross
losses of §16,147,

Proceeds from sales and calls of available-for-sale securities in 2004
were $51,062,184, resulting in gross gains of $646,112..

Proceeds from sales and calls of available-for-sale securities in 2003
were $17,919,430, resulting in gross gains of §22,857.

The amertized costs and fair values of securities at December 31,
2005 are shown below by maturity. Expected maturities will differ
from contractual maturities because issuers may have the right to call
or prepay obligations with or without call or prepayment penalties,
Mortgage-backed securities, which are not due at a single maturity
datg, have been allocated over maturity groupings, based on the ex-
pected weighted-average lives using cwirent prepayment assump-
tions,

Securities Available for Sale

Amortized Fair
Cast Value
Due inone year or 1es5.......ccovvcecverennns $ 52987333 § 53,206,664
Due after one year through five years,.., 239,856,767 237,214,847
Due after five years through ten years... 15,660,032 16,438,799
Due after t8n Y2ars ovvecceceeeereeveceeenes 79,418,53% 82,511,299

$ 387,922,671 § 389,371,609
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Note 3: Federal Funds Sold

The following table summarizes federal finds sold {dollars in thou- -

sands):
2005 2004 2003
December 31:
ATOUNT e e e ceerecs srereres e $17,300 $10,200 $17,500
RALE .o st ssea s rreaenes 4.19% 2.19% 0.94%
Average [ the year:
Amount. 517216 § 9,102 $23,728
Rate..oereeenene 3.23% 1.18% 1,.07%
Maximum outstanding
at any month-end $42000 $22800 §43,700
Note 4: Loans and Allowance for Loan Losses
At December 31 loans were as follows:
2005 2004
Commercial and agricultural .................. $ 836474337 § 758,500,838
Real estate secured:
Commereial.. e 574,528,574 479,601,497
Construction 395,732,575 310,644,328
Residential.......ocoeeereeecer e reerienes 478,977,661 386,539,718
COnSUMEr ... ceeerer e 79,486,355 73,552,784
2,365,200,002 2,008,839.715
Allowance for loan losses.....ccoveaene. (41,084,194) (37,538,943)
$2,324,115,808  $1,971,300,772

Loans are presented net of uncamed income of $9,115,098 and
$7,758,744 at December 31, 2005 and 2004, respectively. Residen-
tial real estate secured loans of $4,765,563 and $2,554,062 at De-
cember 31, 2005 and 2004, respectively, were held for sale. Real
estate secured loans of $130,000,000 and $92,650,602 were pledged
at December 31, 2005 and 2004, respectively, for Federal Home
Loan Bank (FHLB) notes,

A summary of changes in the allowance for loan losses for the years
ended December 31 follows:

. 2005 2004 2003
Balance at beginning of year ... $37,538,943  $34,897,933  $30,959,578
Charge-offs:
Commercial and agricultural ,,, (5,684,592)  (4,268,530)  (4,251,650)
Real estate secured......oooveeeee (765,969  (1,094,488) (1,104,469
CONSUITET . e anarrens (985,327 (944,551 (1,122,400)
(7.435,338)  (6,307,56%) (6,478,519)
Recoveries;
Commercial and agricultural ... 2,160,008 1,562,463 1,732,337
Real estate secured..... 967,382 431,770 890,065
COMSMINGE .1 vevvvvenrrerremsscnesssrenees 430,878 298,616 395,243
3,558,268 2292849 3,017,645
Met charge-off8..ceeceeene (3,877,620)  (4,014,720)  (3,460,874)
Provision for loan losses .......... 7.422 871 6,655,730 7,399,239

Balance at end of year.............. 341,084,194 $£37,538,943 534,897,933

Loans censidered impaired under Statement of Financial Accounting
Standards (SFAS) No. 114 wers as follows:

2008 2004 2003
December 31:
Impaired loans without a
valuation allowange............5 2,739,357 $ 2,041,963 $ 3,506,973
Tmpaired loans with a
valuation allowance............ 5,304,042 8,254,149 17,179,333
Total impaired loans............, $ 8043399 510296112 $20686,306
Allowance an
impaired loans ........coovernn $ 3327,729 § 3,765,104 § 5254362
Nomacerual loans ............... § 8043399 $10,295112 $17,366,512
Leans past due 90 days or
more and still ageruing ... § 4,606,880 § 550273 § 357498
For the years ended
December 31:
Average impaired loans.......$ 9,692,639 $13,663,437 317,877,838
Cash-basis interest income,..§ 476,053 § 413436 & 179,112

The allowance for impaired leans is included in the allowance for
loan losses. All nonaccrual loans were impaired at each year-end.

Note 5: Loan Servicing

Mortgage loans serviced for others are not included in the accompa-
nying consolidated statement of financial conditfon. The unpatd
principal balances of mortgage loans serviced for others at Decem-
ber 31, 2005 and 2004 were $395,896,779 and $419,946,451, respec-
tively. Custodial escrow balances maintained in connection with the
loan servicing, and included in demand deposits, were $1,741,332
and $1,729,872 at December 31, 2005 and 2004, respectively. The
balances of loans serviced for others related to servicing rights that
have been capitalized at December 31, 2005 and 2004 were
$386,738,733 and $406,441,791, respectively.

A summary of the carrying values and fair values of mortgage servic-
ing rights, included in other assets, at December 31 follows:

2005 2004
Unamaortized cost $ 2860596 3§ 3,152,974
Valuation alloWance ........oovecereinrerarsesins {572,956} (995,853)
Carrying value § 2,287,640 5 2,156,921
Fair value....... $ 4005473 § 3,072,158
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Note 5: Loan Servicing (continued)

Loans sold with servicing retained were $68,425,413, $65,810,319
and $206,414,822 in 2005, 2004 and 2003, respectively. Following
is an analysis of the activity for mortgage servicing rights and the
related valuation allowance for the years ended December 31:

2005 2004 2003

Unamortized cost:
Balance at beginning

of year....... $ 3,152,774 § 3668546 § 3,498,948
Mortgage servicing

tights Created ..o 675,253 613887 1332977
AmMOZation ... ...oooveeerevonns (867.431) (1,129,659  (1,163,379)

$ 2,860,596 $ 3,152,774 $ 3,668,546

2005 2004 2003

Valuation allowance:
Balance at beginning

L = S $ (995833) $(1,413,835) $(1,908.881)
Additions.... (79,226) (215,018} (342,588)
Reductions............. . 502,123 633,000 837,634

Balance at end of year.........$  (372,056) $ (995.853) § (1,413,835)

At December 31, 2005, key economic assumptions and the sensitivity
of the current fair value of mortgage servicing rights to immediate
10% and 20% adverse changes in those assumptions were as follows:

2005
Prepayment speed assumption (constant prepayment rate)........ 12.74%
Decrease in fair value from 10% adverse change ... $ (174,284)
Decrease in fair value from 20% adverse change ... (335,283)
Discount rate ... 9.57%
Decrease in fair value from 10% adverse change ................. $ (119,801)
Decrease in fair value from 20% adverse change ... (231,980)

These sensitivities are hypothetical and shonld be used with caution.
As the fisures indicate, changes in fair value based oo a 10% varia-
tion in assumptions generally cannot be extrapolated bécause the
relationship of the change in the assumptions to the change in fair
value may not be linear, Also, in this table, the effect that a change in
a particular assumption may have on the fair value is calculated with-
out changing any other assumption. In reality, changes in one factor
may result in changes in another, which might magnify or counteract
the sensitivities.

Note 6: Premises and Equipment
A summary of bank premises and equipment st December 31 fol-
lows:

2005 2004
Land $ 1L176001  § 12,309,774
_Buildings 38,777,446 37,767,687
Fumniture and equipment 39,971,524 38,819,565
89924971 88,897,026
Less accumulated depreciation.........ovveee. {32,322,913)  {51,373,103)

10

$ 37.602,058 § 37,523,923

Depreciation on bank premises and equipment was charged to occu-
pancy expense or furniture and equipment expense in the amounts of
$5,677,106, $5,283,509 and $5,079,962 in 2005, 2004 and 2003,
respectively.

W.T.B. also owns, through its subsidiary, properties that are operated
as nonbanking premises, including portions of the Washington Trust
Financial Center Building. These properties are stated at cost, less
accumulated depreciation. The costs associated with the portions
used by W.T.B. were included in bank premises and equipment.
Costs for nonbanking premises are summarized at December 31 as
follows:

2005 2004
and $ 596,881 § 411,051
Buildings.... 8,480,957 7,885,443
Fumiture and equipment ..o oo 388,501 279,390
9,466,739 8,576,784
Less accumulated depreciation........o.oeeeeenn. (5,728,911 (5,391,110)
$ 3,737,822 § 3,185,674

Depreciation on nonbanking premises of $337,807, $252,935, and
$219,552 in 2003, 2004 and 2003, respectively, was included in non-
banking premises revenue, net of expenses.

Note 7: Other Assets
At December 31 other assets were as follows:

2005 2004

Cash surrender value of life insurance.........., $ 19,633,035 5§ 18,133,035
Net deferred taxes 12,125,648 10,679,411
Prepaid pension cost 17,348,679 9,696,449
Mortgage servicing rights.........coocceeeeeecp e, 2,287,640 2,156,921
Prepaid expenses ' 1,598 631 2,081,172
Other.......... 2,510,889 3,430,157

Total other aSSetS .. vveerecrcssieisennns B 35,904,522 § 46,177,145
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Note 8: Deposits
At December 31 deposits were as follows:

2005
$ 600,510,572

2004
§ 488,817,307

Noninterest-bearing demand
Interest-bearing:

Demand 213,085,772 195,172,050
Savings 747,564,752 764,006,46)
Time deposits ..o cevrverenes e 835,143,884 608,285,603
Teotal interest-bearing........c.cooeeeenrn 1,845,794 408 1,568,464,114
$2,446,305,380 §2,057,281,421

Included in time deposits at December 31, 2005 and 2004 were
$578,030,809 and $336,314,224, respectively, of time deposits of
$100,000 and over. Included in interest expense on time deposits
during 2005, 2004 and 2003 werc $18,181,258, $9,098,234 and
$8.062,104, respectively, for time deposits of $100,000 and over.

At December 31, 2005, the scheduled maturities of time deposits
were as follows:

2006 & 542266,282
2007 125,336,093
2008 98,153,502
2009 81,603,806
2010 and therealler ..o 37,784,201

§ 885,143 884

Note 9: Funds Purchased

Funds purchased represent purchases of federal funds and securities
sold under agreements to repurchase on behalf of the Bank and the
Bank’s customers. Funds purchased generally mature within one to
30 days. At December 31, 20035, repurchase apresments were
$130,933,976 and were secured by pledged securities with fair values
of $211,515,334. At December 31, 2004, repurchase agreements
were $74,432,491 and were secured by pledged securities with fair
values of $141,423,994, The following table summarizes funds pur-
chased (dollars in thousands):

2005 2004 .2003

December 31:

AOUNML..cceecvceeveeereceseessees e erseeaneas $ 130,934 § 74432 § 89,635

RALE (v risesns s s s 343% - 148% 0.88%
Average for the year:

Fa g 10T | S $ 97942 § 70,537 § 805818

L ORI SR 247% 0.98% 0,99%;
Maximum outstanding

atany month-end. ... $ 130,934 § 78823 § B89,635
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Note 10: Other Short-Term Borrowings

Other short-term borrowings consist of Treasury tax and loan notes,
FHLB notes, and FHLDB advances, At December 31 other short-term
borrowings were as follows:

2005 2004
Treasury tax and loan notes......cccvvvvevcrvenene. % 592,754 § 20,296,973
FHLB notes 30,000,000 50,000,000
FHLB advances £3,900,000 26,900,000
$114,492754  § 97,196,973

The Treasﬁry tax and lean notes and FHLB advances are generally

-repaid within one day to one year from the transaction date. At De-

cember 31, 2005, FHLB notes were scheduled 1o mature as follows:

Amount Interest Rates
$ 20,000,000 4.32%

10,000,000  4.18%-4.45%
$ 30,000,000

Due in one year or less
Due after ane year but within four years

The following table summarizes other short-term borrowings (dollars
in thousands):

2005 2004 2003

December 31:

AIODUIL ., e e s $ 114,493 § 97,097 § 25,583

Rate........ 4.31% 249% 1.83%
Average for the year:

AMOUNL oo resss b rrerresmtaeses s snees § 86,140 § 75410 § 43,194

Rate........ 3.25% 1.91% 1.70%
Maximum outstznding

atany Menth-end........cooorveevenerrssninons $ 172665 § 194,799 § 62,246

Note 11: Pension Plans

W_T.B. maintains a qualified defined benefit pension plan for em-
ployees hired before January I, 2004. Benefits under the plan are
based on the number of years of service and the employee’s career
average compensation during such years. W.T.B. has updated past
service benefits from time to time in the past, but is not obligated to
make any such updates in the future. The funding policy is to con-
tribute annually an amount not less than the minimum required to be
funded under ERISA, nor more than the maximum amount that is
currently deductible for federal income tax purposes.
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Note 11; Pension Plans (continued)

W.T.B. uses a December 31 measurement date for the plan. The
following table provides a reconciliation of the changes in the plan’s
benefit obligation and fair value of assets over the two-year period
ended December 31, 2003, and a statement of the fonded status at
December 31 of both years:

2005 2004

Accumulated benefit obligation at

end of year £ 46352494 § 41,657,373

Change in projected benefit obligation:
Benefit obligation at beginning of year
Service cost— benefits eamed during

§ 48914,504 § 42515228

the period 2,371,593 2,028,681
Interest cost 2,775,926 2,556,798
Change in assumptions .....cooevcverrecrvennnns 1,953,880 3,368,468
Actuarial 1055, e 249,810 220,663
Benefits paid .......... (1,872,244)  (1,775,334)
Benefit obligation at end of year .............. 54,393,469 48,914,504

Change in plan assets:
Fair value of plan assets at beginning

of year. 42,594,373 36,500,675
Actual retum on plan assets.....ooec eveenne 1,586,495 3,619,032
Employer contribution....., 9,950,000 4,250,000
Benefits paid (1,872,244) (1,775,334)
Fair value of plan assets at end of year...... 52258624 42594 373

Funded status:
Unfunded status at end of vear ................. (2,134,845) (6,320,131)
Unrecognized net 1055 ....ocovcevevvceeeeverennnne 19,384,056 15,876,630
Unrecognized prior seTvice cost ..., 99,468 139,950

Prepaid pension cost

included in other assets § 17348675 $§ 9,696,449

2005 2004 2003

Assumptions used in computing the present
vatue of the accumulated beneafit
obligation and the projected benefit
obligation at year-end:

Discount rate
Rates af increase in compensation

Expected long-term rate of retum on assets
used in computing the net pension expenss
determined at beginning of year

5.50%
5,00%

5.75%
5.00%

6.10%
5.00%

300%  B30%  8.50%

W.T.B.’s assumption for expected long-term retum on plan assets is
based on a pericdic review and modeling of the plan’s asset alloca-
tion and liability structure over a long-term horizon. Expectations of
returns for each asset cless are the most important of the assumptions
used in the review and modeling, and are based on comprehensive
reviews of historical data and economic/financial market theory. The
expected long-term rate of return on assets was selected from within
the reasonable range of rates determined by (a) historical real returns
for the asset classes covered by the investment policy, and (b) projec-
tions of inflation aver the long-term period during which benefits are
payable to plan participants,
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Net periodic pension cost for 2005, 2004 and 2003 included the fol-
lowing components:

2005 2004 2003
Service cost $2371,593 $2,028681 §1.649428
INEEIESE COSt . cee v e 2775926 2,550,798 2404417
Expected return on plan assets........ (3,648,850) (3,032,432) (2,548,888)
Net amortization and deferral 799,101 697,401 871,376

................ $2,207,770 £2,250448 §$2,382,333

Net periodic pension cost

The unrecognized prior service cost is attributable to plan amend-
ments that updated past service benefits, Ameortization of past ser-
vice cost is included in net periodic pension cost.

W.T.B.’s pension plan asset allocations at December 31, 2005 and
2004, by asset category, were as follows:

Plan assets at December 31, 2005 2004
Asset category.
Equity SeCUrties . ... 57% 64%
Deblt securities Ky) ) 2%
Cash equIVAIENTS ..o &% 4%
Total 100% 100%

W.T.B.’s target asset allocation for 2006, by asset category, is as
follows:

Asset category;
EqQUity SECUMHUES c.vvvv v erss e resnnas 60%
Debt securities ... 40%
Total 100%%

W.T.B.’s investment policy includes various guidelines and proce-
dures designed to ensure assets are invested in a manner necessary to
meet expected future benefits earned by participants. The investment
guidelines consider a broad range of economic conditions, Central to
the policy are target allocation ranges by major asset categories.

The objectives of the target allocations are fo maintain investment
portfolios that diversify risk through prudent asset allocation parame-
ters, achieve asset returns that meet or exceed the plan’s actuarial
assumptions, and achieve asset retums that are competitive with like
institutions employing similar investrent strategies,

The investment policy is periodically reviewed by W.T.B.’s Retire-
ment Benefits Committee. The policy is established and adminis-
tered in a manner 5o as to comply at all times with applicable gov-
emment regulations.

W.T.B. does not expect to contribute to its pension plan in 2006, The
following pension benefit payments, which reflect expected future
service, as appropriate, are expected to be paid:

1111 S $ 1,937,250
2007 ... 2028312
111 S 2,144,164
2009....... 2,248,137
011 F 2,367,331
Years 2011 through 2015 ... 14,652,954
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Note 11: Pension Plans (continued)

W.T.B. maintains a defined contribution retirement plan for employ-
ees hired after December 31, 2003. W.T.B. will make an annual
contribution equal to at least three percent of eligible compensation
into the plan for employees meeting certain eligibility requirements.
The defined contribution expensc for 2005 was $60,000. No contri-
butions were made during 2004 because of the one-year service re-
quiremnent.

W.T.B. also sponsors an employee savings plan. This plan allows
qualified employees, at their option, to make contributions of up to
certain percentages of pre-tax base salary through salary deductions
under Section 401(k) of the Internal Revenue Code. W.T.B. matches
a portion of these contributions. Matching contribution expense for
2005, 2004 and 2003 was $837,686, $767,224 and $327,374, respec-
tively. Contributions are invested, at the employees’ directions,
among a variety of investment alternatives,

Note 12: Income Taxes

The current and deferred portions of income taxes for the years ended
December 31 were as follows:

2005 2004 2003
Current: )
Federal... oo $16,640,544 510,434,300 $11,372491
£ 786,324 444338 476,476
17,426,868 10,878,539 11,848,967
Deferred (benefit):
FEUEMLere oo reeeeeresmrens (314,311} 842,948 (1,946,479)
State (3,391) 1,241 {77.828)
(317,702) 850,195  (2,024,307)
$17,100,166 $11,728,734 § 9,824,660

Income taxes on income before income taxes differ from the statutory
“ rate of 35% for the fellowing reasons:

2005 2004 2003

Federa)l income taxes at
SERULONY rate. ...
State income taxes, net of
federal 1ax benefit
Decrease in income taxes due
to tax-exempt interest on
securities and loans of states
and politicat subdivisions
Noendeductible interest
expense fom catrying

$18,667,663 513617855 $11,515,740

508,906 293,465 259,121

(2,258,508) (2,247,408) (2,017,737)

tAX-EXEMPE AS5ELS 1evveeoeeeeerenes 260,916 181,782 162,266
Other nondeductible expenses

and amortization of

IMangibles ......ceeeeerereenr s 107,576 171,921 218,443
Other, {207,381 {288,881) (313,173}

17,109,166 $11,728,734 $ 9,824,660
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Included in income taxes are taxes on net sccurities gains of $11,815,
$226,139 and $8,000 for the years ended December 31, 2005, 2004
and 2003, respectively,

Deferred income taxes reflect the net tax effects of temporary differ-
ences between the carrying amounts of assets and Jiabilities for finan-
cial reporting purposes and the amounts used for income tax pur-
poses. No valuation allowances for deferred tax assets were neces-
sary at December 31, 2005 or 2004. Significant components of the
deferred assets and liabilities at December 31 were as follows:

2005 2004
Deferred tax assets:

Allowance for 10an J0S5€S ..o veevevrrverereecrrnis $14,992582 $13,632,659
Deferred cOMPENSAtION ..o vvceeee e 4,481,375 3,957,299
Financial-over-tax depreciation ................... 2,022,177 1,654,782
Commitment fees 248,148 260,881
Other real estate 119,127 229,501
Tnterest on nonacerual loans.........oeverenne 136,882 80,448
Other 193,312 247302
Total deferred tax 858t5 .o.veecrcrereeer e 22,193,603 20,062,872

Deferred tax liabilities:

Unrealized gains on
securities available for sale ......ooveeeeene 507,128 1,521,443
Prepaid pension 6,330,939 4,520,058
FHLB stock dividends..........ccorvvrsmccn 1,772,476 1,753,302
MOrtgage Serviting. ... oovoeoeneee e 834,813 783,308
Prepaid eXpenses .......covveeccenereceneers s 339,489 424,387
Discount accretion 31,587 72,164
State income tax 194,523 165,477
Other 143,322
Total deferred tax labilities ....cooveceveenns 10,067,955 9,383,461
Net deferred tax as5ets .oveecrceecvnscrecennns $12,125648 $10,679411
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Note 13: Financial Instruments

The Bank is a party to financial instruments with off-balance sheet
risk in the normal course of business to meet the financing needs of
its customers and to reduce its own exposure to fluctvations in inter-
est rates. The Bank’s financial instruments include commitments to
extend credit, standby letters of credit, and commercial letters of
credit.

All these transactions may involve, in varying degrees, elements of
credit and interest rate risk in excess of the amount recognized, if
any, in the consolidated statement of financial condition. The Bank’s
exposure to credit losses in the event of nonperformance by the ether
parties fo financial instruments for commiiments to extend credit,
standby letters of credit, and commercial letters of credit is repre-
sented by the contractral amounts of those instruments. The Bank
uses the same credit policies in making commitments and conditional
obligations as used in the lending process,

Commitments to extend credit arc agreements to lend to customers as
long as there are no violations of any conditions established in the
commitment contracts, Commitments generally have fixed expira-
tion dates or other termination clauses and may require payment of a
fee. Since many of the commitments are expected to expire without
heing completely drawn upon, the total commitment amounts do not
necessarily represent future cash requirements. The Bank evaluates
customers’ creditworthiness on a case-by-case basis, The amount of
collateral obtained, if deemed necessary by the Bank upon extension
of credit, is based on management’s credit evaluation of the counter-
party. Collateral varies but may include accounts receivable; inven-
tory; property, plant and cquipment; residential real estate; and in-
come prodicing commercial propertics.

Standby letters of credit are conditional commitments issued by the

- Bank to guarantee the performance of commercial customers to a
- third party. The credit risk involved in issuing standby letters of

- credit is essentially the same as that involved in extending loans to
customers.

Through commercial letters of credit, the Bank guarantees customers’
trade transactions to third parties, penerally to finance commercial
contracts for the shipment of goods. The Bank’s credit risk in these
transactions is limited, since the contracts are supported by the mer-
chandise being shipped and are generally of short duration.

The Bank grants commercial and agricultural, real estate, and con-
surner loans to customers, mainly in Washington, Idaho, Oregon, and
Utah, secured by business and personal property. The loans are ex-
pected to be repaid from cash flow or proceeds from the sale of se-
lected assets of the borrowers, Although the loan portfolio is diversi-
fied, a substantial portion of the debtors’ abilities to honor their con-
tracts is dependent upon the economic conditions in Washington,
Idaho, Oregon, and Utah, The Bank has no significant exposure from
highly leveraged transactions and has no foreign credits in its loan
portfolio,

Following is a summary of the exposure to off-balance-sheet risk at
December 31 (dollars in thousands):

2005 2004
Finangial instruments whose contract
amounts represent credit risk:
Commitments to extend credit.......coe.cceene % 1,235408  § 1,030,381
Standby letters of credit ... 90,069 92,418
Commercial Jetters of eredit. ..o i 349 599

Note 14: Fair Yalues of Financial Instruments

SFAS No. 107, as amended by SFAS No. 119, requires disclosure of
fair value information about financial instruments, whether or not
recognized in the balance sheet, for which it is practicable to estimate
those values. In cases where quoted market prices are not available,
fair values are based on estimates vsing present values or ather valua-
tion techniques. Results from those techniques are significantly af-
fected by the assumptions used, including the discount rates and es-
timates of future cash flows, In that regard, the derived fair valus

. estimates cannot be substantiated by comparison to independent mar-
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kets and, in many cases, could not be realized in immediate settle-
ment of the instruments. The Statements exclude nonfinancial in-
struments from their disclosure requirements. Specifically, land and
buildings are not disclosed at fair valug, nor is the value derived from
retaining customer deposit relationships, commonly referred to as a
customer deposit base intangible. Accordingly, the aggregate fair
value amounts presented are not intended to represent the fair value
of W.T.B.’s sharcholders’ equity.



W.T.B. FINANCIAL CORPORATION

Note 14: Fair Values of Financial Instrumenis (continued)
The following methods and assumptions were used by W.T.B. in
estimating its fair value disclosures for each class of financial instru-
ment;

Cash and cash eguivaienss: The carrying amounts reported in the
statemnent of financial condition for cash and short-term instruments
approximate those assets’ fair values.

Securities: Fair values for securities are based on quoted market
prices. _ ’

Loans: For variable-rate loans that reprice frequently and with no
significant change in credit risk, fair values are based on carrying
values. Fair values of fixed-rate loans are estimated using discounted
cash flow analyses and interest rates currently being offered for loans
with similar terms to borrowers of similar credit quality. The carry-
ing amount of accrued income receivable approximates its fair value.
The fair vatues of lending commitments at year-end are estimated to
approximate the remaining unamortized fees,

Deposits:  The fair values disclosed for interest- and noninterest-
bearing demand deposits and savings are equal to the amounts pay-
able on demand at the reporting date (i.e., their carrying amounts),
The carrying amounts for variable-rate time deposits approximate
. their fair values at the reporting date. Fair values for fixed-rate time
deposits are estimated using a discounted cash flow calculation that
applies interest rates currently offered on such deposits to a schedule
of aggregated expected monthly maturities, The ¢arrying amount of
acerued interest pavable approximates its fair value.

Funds purchased and other short-term borrowings: The carrying
amounts of federal funds purchased, borrowings under repurchase
agreements, and other short-term borrowings approximate their fair
values.

15

The carrying amounts and estimated fair values of each class of fi-
nancial instruments at December 31 were as follows (dollars in thou-
sands):

2005
Carrying Fair
Arnount Value
Financtal assets:
Cash and due from banks, federal funds
sold and interest-bearing deposits
with banks $ 153553 % 153,553
Securities available far sale.....o..coereieeee. 389,372 389,372
Loans held for sale 4,766 4,766
Loans held in portfolio .......ooee e 2,319,350 2,345,360
Accrued income receivable.....veieinn 15,394 15,394
Financial liabilities:
Demand and savings deposits .....coocecoveveeeres 1,561,161 1,561,161
Time deposits 885,144 886,962
Funds purchased 130,934 130,934
Other short-term borrowings. ,...c.ccvceevsinne 114,493 114,493
Acerued interest payable......ececoeerrrreseernnens 8,510 8,510
Commitments to extend credit..........oerne.... (679) {67%)
Interest rate swap 82 §2
2004
Carrying Fair
Amount Value
Financial assets: :
Cash and due from banks, federal funds
sold and interest-bearing deposits
with banks,. $ 85521 % 85521
Securities available for sale........coeevnenenas 327,386 327,386
Loans held far sale ......ovveiennsrissoommimrns 2,554 2,554
Loans held in portfolio.....occe v 1,968,747 2,010,380
Accrued income receivable..... ..o 11,193 11,193
Financizl liabilities:
Demand and savings deposits ......coveeerr e 1,448 006 1,448,995
Time depasits 608,286 612,477
Funds purchased...........coooonnes i resnns 74,432 74,432
Other shert-term berrowings...........oo..ecveeeee. 97,197 97,197
Accrued interest payable....... 4,189 4,189
Commitments to extend credit.......ooooonenne (716) {716)
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Note 15: Contingencies and Commitments

During the normal course of business, W.T.B. and the Bank ar¢ in-
volved as defendants in various legal matters. In the opinion of
W.T.B.’s management, the potential liability, if any, upon resolution
of alf litigation currently pending would not have a material adverse
effect on W.T.B.’s financial position or results of operations.

W.T.B. has various operating leases covering the use of certain prem-
ises and equipment. The lease expense under such arrangements
amounted fo $1,298,788, 31,177,938 and $1,052,053 for the years
ended December 31, 2005, 2004 and 2003, respectively. All leases
- expire prior to the year 2018, Certain leases contain renewal clauses
of up to 25 years and rent escalation clauses based on CPI or other
factors contained in the lease agreement.

A summary of minjmum lease commitments follows;

Years Ending December 31,
2006 $ 1,205,660
2007 1,187,194
2008...s e sisesmesssssssess s 1,134,260
11 L T 1,130,551
2010 eeesee s s s e neaen 708,792
2011 and thereafter ............... . 1,350,521

Total minimum lease payments.............. 56,716,978

Note 16: Parent Company Statements

W.T.B."s parent company statements are presented using the equity
method of accounting; therefore, accounts of its subsidiary have not
been included. Intercompany transactions and balances have not
been eliminated. The condensed parent company statements follow
{dollars in thousands):

Statement of Income Years Ended December 31,
2005 2004 2003
Revenue
Dividends from banking subsidiary.......... § 10,600 $22,100 § 8400
Other ....... 331 279 247
Total revenue 10,931 22,379 8,647
Expense
Salaries and employee benefits................. 2,103 1,939 1,548
Other ... 1,718 1,659 2,392
Total expense 3,521 3,598 3,540
* Income before income tax benefit
and equity in undistributed net
income of SUbSIIAY .......oo eceereeere 7110 T 18781 4,707
Income tax benefit ..o ceveecccccnee e {1,057y (1,188) {1,314)
Income before equity in undistributed
net incame of subsidiary............oveei 8,167 19,967 6,021
Equity in undistributed net income of
banking subsidIATY «..ocoeer e e 28,060 7,212 17,056
Net Income. $ 36,227 $27,179 $23,077

Statement of Financial Condition December 31,
2005 2G04
Assets
Cash....... $ 282 % 2017

U.S. Treasury securities available for sale,

carried at fair value. 206
Equity in underlying net book value of bank

subsidiary 255,682
Premises and equipment, net 1,378
Other assets 1,066

Total assets
Liabilities

Other HabIlIES ..ooeee e et e s $ 1,262 %

Shareholders’ Equity .

Total liabilities and shareholders’ equity

Statement of Cash Flows

298

228,506

454
2,153

$261,274 $234,428

1,048

259982 233,380
5261274 5234428

Years Ended December 31,

2005 2004

2003

Cash flows from operating activities:
Net income
Adjustments to reconcile net incomes to

cash provided by operating activities:

$36,227 £27,179 §$23077

Undistributed net income of subsidiary... (28,0600 ({7,212) (17,056)
Depreciation 409 133 147
Write-down of other assets ....ovveveveeeens 11 548 1,300
Deferred income tax (benefit}..... 15 (82) {33%9)
OhER, MEL..ceceeeeeree e s s 540 293 131
Net cash provided by operating activities.... 9,242 20,859 7,230
Cash flows from investing activities:
Purchase of 5ECUTIteS .. oo ccmnrisiacenns (295} (1,195) (300)
Proceeds from maturities of securities....... 300 1,200 300
Purchases of equipment........o. cceeeenee (369) {129} (219
Praceeds from sales of equipment 189 85 192
Purchase of other assets ..o vovisaenn (490) (75)  (1,045)
Proceeds from sales of other asseis............ 8
Net cash used in investing activities............ {665) {106) (1,072)
Cash flows from financing activities:
Dividends paid (6,997 (20,736) (5912)
Treasury stock transactions, net................ {745) 461 (1837)
. Net cash used in financing activities............ (7,742) (20275} {6,099)
Increase in cash 835 478 59
Cash at beginning of Year.....covvecveivnens 2,017 1,539 1,480
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Cash atend of year

$ 2852 § 2017 $ 1,5%9
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Note 17: Related Parties and Regulatory Matters

In the ordinary course of business, W.T.B. and its subsidiary make
loans and ¢nter into other transactions with certain related partes, its
directors and entities having a specified relationship with the diree-
tors. Total leans to these related partics were approximately $10
million and $6 million at December 31, 2005 and 2004, respectively,
Total deposits from these related parties were approximately $7 mil-
lion and $6 million at December 31, 2005 and 2004, respectively.
Such transactions are made on substantially the same terms and con-
ditions as transactions with other customers.

Under current federal regulations, W.T.B. is limited in the amount
that may be borrowed from Washington Trust Bank. At Decem-
ber 31, 2005, a maximum of approximately $4 million could be
loaned to W.T.B. Ne such loans have been made.

The ability of W.T.B. to continue to pay dividends is substantially
dependent upon the receipt of dividends from its subsidiary. At De-
cember 31, 2005, undistributed eamings of Washington Trust Bank
available for paymenis of dividends without prior approval of the
regulatory authorities was approximately $68 million, Federal Re-
serve Board regulations require depository institutions to maintain
certain minimum reserve balances in the form of cash and deposits
with the Federal Reserve Bank. These reserves averaged approxi-
mately $22 million in 2005.

W.T.B. is subject to various regulatory capital requirements adminis-
tered by the federal banking agencies, Failure to meet minimum
capital requirements can initiatc certain mandatory and possibly addi-

tional discretionary actions by regulators that, if undertaken, could
have a dirgct material adverse effect on W.T.B.’s financial position or
results of operations.

Under capital adequacy guidelines and the regulatory framework for
prompt corrective action, W.T.B. must meet specific capital guide-
lines that involve quantitative measures of assets, liabilities, and cer-
tain off-balance sheet items as calculated under regulatory accounting
practices. W.T.B.'s capital amounts and classification are also sub-
ject to qualitative judgments by the regulators about components, risk
weightings and other factors.

Quantitative measures established by regulation to ensure capital
adequacy require W.T.B. to maintain minimum amounts and ratios of
total capital and Tier 1 capital to risk-weighted assets, and of Tier [
capital to average assets. Management believes, as of December 31,
2005 and 2004, that W.T.B. met all capital adequacy requirements to
which it is subject.

At December 31, 20035, the most recent notification from the Federal
Deposit Insurance Corporation categorized Washington Trust Bank
as well capitalized under the regulatery framework for prompt cor-
rective action. There have been no conditions or events since that
notification that management believes have changed the institution’s
category. To be categorized as well capitalized, a bank must main-
tain minimum total risk-based, Tier 1 risk-based and Tier 1 leverage
ratios as set forth in the table below. The capital amounts and ratios
at December 31 were as follows {dollars in thousands):

To Be Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Acticn Provisions
Amount Ratip Amount Ratio Amount Ratio
At December 31, 2005
Total risk-based capital (1o risk-weighted assets):
W.T.B. Financial Corporation z $203,762 = 10.59% > 3221838 > RO0% =z $277.297 > 10.00%
Washington Trust Bank > 289462 2 10.44% = 221710 2 8.00% = 277,138 2 10.00%
Tier 1 capital (to risk-weighted assets):
W.T.B. Financial COTPOTation .....c..coceceeensconeeerreesenesens e = 259040 = 934% = G99 = 400% = 166378 > 600%
Washington Trust Bank ... s s 2 254240 =z 9.1%% z 110,835 =z 4.00% z 166283 2z 6.00%
Tier 1 capital {to averags assets):
W.T.B. Financial COrpOration ... cvvevreevesmnssssereressssanns = 250040 = 399% = 115262 = 4.00% = 144078 > 500%
Washington Trust Bank ......cocooiene e, z 254740 =z 8.85% z 11509 =z 4.00% z 143870 = 5.00%
At December 31, 2004 . :
Total risk-based capital (to risk-weighted assets):
W.T.B, Financial Corporation ... e onesesenes z $259886 = 11.11% z $187,200 = 8.00% z $233,999 = 10.00%
Washington Trust Bank > 256011 = 1095% > 187,055 = 8.00% 2 233319 = 10.00%
Tier 1 capital (to risk-weighted assets):
W.T.B. Financial Comporation > 230556 z 9.85% =z 93600 = 4.00% z 140400 = 65.00%
Washington Trust Bank ... oo nnis e 2 226,681 2 965% = 95511 = 4.00% 2 143291 2 6.00%
Tier 1 capital (to average assets).
W.T.B. Financial Corperation z 23055% =z 9233% z 983812 = 4.00% 2 123515 = 5.00%
Washington Trust Bank > 226681 = 9.19% = 98661 =z 4.00% z 123327 = 5.00%

17



W.T.B. FINANCIAL CORPORATION

Report of Moss Adams LLP, Independent Auditors

To the Board of Directors
W.T.B. Financial Corporation
Spokane, Washington

We bave audited the accompanying consolidated statement of financial condition of W.T.B. Financial Corpo-
ration and subsidiary as of December 31, 2005, and the related consolidated statements of inceme, changes in
stockholders’ equity, and cash flows for the year then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on those financial statements based
on our audit. The conselidated statement of financial condition of W.T.B. Financial Corporation and subsidi-
ary as of December 31, 2004, and the related consolidated statements of income, changes in stockholders’ eqg-
nity, and cash flows for the years ended December 31, 2004 and 2003, were audited by other auditors whose
report dated March 4, 2005, expressed an unqualified opinion on those statements.

‘We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform our audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test ba-
sis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assess-
ing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasenable basis for our opinion.

In our opinien, the financial statements referred to above present fairly, in all maferial respects, the financial
position of W.T.B. Financial Corporation and subsidiary as of December 31, 2005, and the results of its opera-

tions and its cash flows for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

Moss ﬂolm s LI-P

Spokane, Washington
March 3, 2006
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W.T.B. FINANCIAL CORPORATION

Directors and Officers

(As of 1/1/2006)
W.T.B. Financial Corporation Washington Trust Bank
BOARD OF DIRECTORS ADMINISTRATION
Philip H, Stanton, Chairman of the Board Peter F. SIAMON.. ..o crninnccrcisissrrerasaas Chairman of the Board and
Peter F. Stanton, President and Chief Executive Officer Chief Executive OHTicer
Chairman of the Board and John E. {Jack) Heath......cccoeeeee. President and Chief Operating Officer
Chief Executive Officer, Washington Trust Bank Albert G, Buss,.., Senior Vice President,
Harold L. Damiano General Auditor and Secretary
Rctire‘d Chairman, North Idaho Region, COMMERCIAL BANKING
Washington Trust Bank ). Jay Lewis........ ..Senior Vice President

John E. (Jack) Heath, Vice President and Chief Operating Officer
President and Chief Operating Officer,
Washington Trust Bank
Thomas L. Perko
Retired President, W.T.B. Financial Corporation
Retired President, Washington Trust Bank
Thomas B. Tilford
Partner, Factors Unlimited
President, Western Mine Services, Inc.

ADMINISTRATION

Philip H. Stanton Chairman of the Board
Peter F, Stanton .. President and
Chief Execative Officer
John E. (Jack) Heath ..o e e e e Vice President and
Chief Operating Officer

Richard W. Boutz Senior Vice President,
Chief Financtal Officer, Treasurer and

Assistant Secretary
Senior Vice President,

General Auditor and Secretary

Albert G. Buss

Washington Trust Bank
BOARD OF DIRECTORS
Peter F. Stanton, Chairman of the Board and
Chief Executive Officer
Jahn E. (Jack) Heath, President and
Chief Operating Officer
Duane Jacklin
Managing Partner, Riverbend Commerce Park
Thoemas L. Perko
Retired President, W.T.B. Financial Corporation
Retired President, Washington Trust Bank
Philip H. Stanton
Chairman of the Board, W.T.B. Financial Corporation
Retired Chairman of the Board, Washington Trust Bank
Themas B. Tilford
Partner, Factors Unlimited
President, Western Mine Services, Inc.
Nancy Sue Wallace
President, Hufford & Hufford, Ine.
Parker G. Woadall
Retired President, North Idaho Region, Washington Trust Bank
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President, Western Washingten Region
.......... President, Cregon Region
, President, Southern Idaho Region

Scott H. Lumtinen........ccoecccenns
Christian R. Rasmussen..
David J. Terrell ......cccoecievencnces

CREDIT ADMINISTRATION
Paul M, Koenigs

Senior Vice President and
Chief Credit Officer

FINANCE
Richard W, Boutz Senior YVice President,
Chief Financial Officer, Treasurer and

Assistant Secrefary

HUMAN RESOURCES
Cathering J. Bruya

INFORMATION TECHNOLOGY AND OPERATIONS
James E. Brockett Senior Vice President and
Chief Information Qfftger

Senior Vice President

RETAIL BANKING
Susan K., Glover.

STRATEGIC PLANNING AND PRODUCT DEVELOPMENT
Teri L. VanNoy., Senior Vice President

WEALTH MANAGEMENT AND ADVISORY SERVICES
Rabert A. Blume Senior Vice President

Senior Vice President

Additional information or copies of this report
may be obtained by writing to:

W.T.B. Financial Corporation
P.O. Box 2127
Spokane, Washington 99210-2127

Visit Washington Trust Bank’s Web site at
www.walrust.com




Board of Governors of the Federal Reserve System

FR Y-9C

QMB Number 7100-0128
Avg. hrs. par response; 40.50
Expires Fabniary 28, 2011

Consolidated Financial Statements for
Bank Holding Companies — FR Y-9C

Report at the close of business as of the last calendar day of the quarter

This Report is required by law: Section 5(c) of the Bank Holding
Company Act (12 J.5.C. 1844} and Section 225,5(b) of Regulation Y
[12 CFR 225.5(b}].

This report form is to be filed by bank holding companies with fotal
consolidated assets of $500 million or more. In addition, bank holding
companies meeting certain criteria must file this report (FR Y-9C)
regardless of slze. Ses page 1 of the general instructions for further
information.

However, when such bank halding companies own ar control, ar are
owned or controlled by, other bank holding companies, only the top-tier
holding company must file this report for the conselidated holding
company erganization, The Federal Reserve may not conduct or
sponsor, and an organization {or a person) is not required to respond
to, a cellection of information unless it displays a currently valid OMB
control number,

NOTE: Each bank holding company's board of directors and seniar
management are responsible for establishing and maintaining an
effective system of internal control, incluging controls over the
Consclidated Financial Statements for Bank Holding Companies. The
Consclidated Financial Statements for Bank Holding Companies are
to be prepared [n accordance with Instructions praovided by the
Federal Reserve System. The Consolidated Financlal Statements for
Bank Holding Companies must be signed and attested by the Chief
Financial Officer {CFD) of the reperting bank halding company (ar by
the individual performing this equivalent function).

I, the undersigned CFO (or equivalent) of the named bank holding
company, attest that the Consolidated Financial Statements for Bank
Holding Companies (including the supporting schedules) for this
report date have been prepared In conformance with the instructions
issued by the Federal Reserve Systern and are true and correct to the
best of my knowledge and belief.

Date of Report:

September 30, 2008
Manth ¢ Date / Year {BHCK 5998)

|Lawranca V. Sorensen, Senior Vice President & CFO]

|w.T.B. Financial Corporaticn

Printed Nama of Chief Financlal Officer {or Equivalent) {BHCK C480)

Legal Tille of Bank Helding Company (TEXT 8010)

[p.o. Box 2127

Signature of Chief Financlal Officer (or Equivalent)

Street/ P.O. Box (TEXT 8110}
{Mailing Address of the Bank Helding Company)

[Epokane — =
Date of Signature City (TEXT 9130) State (TEXT 9200) Zip Code {TEXT 9220)

Bank holding companiss must maintaln In their files 2 manually signed and attested printeut of the data submitted.

Person to wham guestions about this report should be directed:

[Laura @ingrich, Vice President

For Federal Reserve Bank Use Cnly

RSSD ID

cl - S.F.

Name f Title (TEXT 8801)

Area Code f Phone Number {TEXT 8202)

FAX Number {TEXT 9116}

[Tgingrich@watrist. com

E-mail Address of Contact (TEXT 4088)

Public reperting burden for this infermation collection is estimated to vary from 5.0 to 1,250 hours per response, with an average of 40.80 hours per respansa, including time fo

gathar

" and maintain data [0 the required form and {o review Instructions and complets the Infarmation callection, Commsnts regarding this hurden estimate or any other aspect of this
informallon collection, including suggestions for reducing the burdan, may be sent lo Secretary, Board of Govemors of lha Federal Reserve Syslam, Washinglon, 0.C, 20551,
and to the Office of Management and Budget, Paperwork Reduction Project (7100-0128), Washingten, D.C. 20503.



For Faderal Reserve Bank Use Only
RSSD NUMBET memmassen

S.F.

Report of Income for Bank Holding Companies
Report all Schedules of the Report of Income on a calendar year-to-date basis.

Schedule HI-Consolidated Income Statement

Dollar Amourts in Thousands

FRY-SC
Page 1

1. Interest income
a. Interestand fee income on loans:’

g.
h.

. Income from lease financing recelvables ..
¢. Interest income on balances due from depository institutions (1) ...
. Interest and dividend income on securities:

. Interastincome from trading assets ...

{1) In domestic offices:
{2) Loans secured by 1-4 family residential properties ....... b reeeeerr e saan s e T e e e e s e anaen
(b} All other loans secured by real estate ...
(<) All other loans .........
{2) In foreign offices, Edge and Agreernent subsidiaries, and IBFS . e

(1) U.S. Treasury securities and U.S. government ageney obligations {excluding

morgage-backed securities) _ _
(2) Morigage-backed securities .............. eeer R pre TR SR APPSR gt b
(3) All.other securities .......

Interest income on federal funds sold and securities purchased under agreements
to resell ... .
Other interest iNCOME ...ovvveevees
Total interest income (sum of items 1 a through 1.9}.

2, Interest expense

a

d.
-3

f,

oo

e T@

K.

m. Tota! noninterest income (sum of items 5.a through 5.1)

Net interest Income (item 1.h minus item 2.8
Provision for loan and lease losses (from Schedule HI-B, part I, em S
. Noninterest income:
a.
b. Service charges on deposit aceounts in domestic ofices. ...
c.
d. (1) Fees and commissions from secur]t[es brokerage

. Net secuntization Income.
. Not applicable

Interest on deposits:

{1} In domestic offices:
{a) Time deposits of $100,000 or more
{b) Time deposits of kess than $100,000 ..
{c) Other deposits ........

{2} In foreign offices, Edge and Agreement subsidiaries and I13Fs

. Expense on federal funds purchased and securities sold under agreements to

T L 11 e e D B R R

. Interest on trading liabilities and other borrowed money (excluding

subordinated notes and debentures)..
Interest en subordinated notes and debentures and on mandatcry convertible seeurities. ... vrninann
Cther interest expense...
Tetal interest expense (sun'l of items 2.a through 2 e'-

Income from fiduciary aCtivitiES. ... v RO

Trading revenue (2} e teteseereeeseerneesi1e s LR eReas PRSP e a4 PSR S e R Lk e e

{2) Investment banking, advisory, and underwriting fees and commissions.......
(3) Fees and commissions from annuity sales
{4) Undenwriting income from insurance and reinsurance activities
{5) Income frem other ingurance activities

. Venture capital revenue,

Net servicing fees eerevsiseaebraeEseRe YRR oY ARSI TR LA PSS O RR b AS

Net gains (losses) on sales of l0ans and |EASes.......cr i
Net gains (losses) on sales of other real estate owned.........
Net gains (fosses) on sales of other assets {excluding 1=l T 11111 ORISR
Other noninterest income (3}

{1} Includas interest income on ime certificates of deposit not held for trading.

(2} Fer bank holding companias reguired 1o complete Schadule HI, memoranda iter 8, trading revenue reperted in

items 9.a through 8.e.
(3} See Schedule HI, memoranda item B.

[BHCKBIt _|Mil__ JThou |

8488

29,166 | 1.2.(1)(a)
4435 1,455 | 1.2.(1)(0)
F821 47,613 [1.2.(1)(0)
4059 0]1a.@
4065 0]1p
4115 21 l1¢

155 | 1.d.(1)
B489 22,105 | 1.d.(2)
4050 2,867 [ 1.d.3)

4020

11,
4518 186 | 1.g.
4107

1.h,

A517 18,262 | 2.a.{1)(a)
A518 17,255 | 2.a.(1)(0)
6761 18,794 | 2.a.(1)(c)
4172 0|za
AT
4185 6,719 | 2.
4397 0|za
4398 0]2.e
4073 69,205 | 2.1,
4074 104,754 | 3.
4230 14,976 | 4.
4070 6,965 | 5.a.
4483 8,853 |5b.
A220 g |5.c.
888 1,167 | 5.d.(1)
C:BRE U |5.d.(2)
C8B7 589 | 5.d.(3)
C386 0lsd.(4)
C387 12 | 5.d.(5)
B491 0]5.e.
B492 253 |51
B493 0)54.
8560 718 | 5.
BSE1 {15} | 5j.
B496 7735k
B497 9,797 | 5.1
4079 27,113 | 5.m.

Schedula H), itam 5.c must equal the sum of memeranda
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Schedule H—Continued

FRY-9C
Page 2

Dallar Amounts in Theusands

8. a. Realized galns (losses) on Neld-to-maturity SEGUITES e ivismins erreserssssssrsmvorssrssssesenes
b, Realized gains {losses) on available-for-sale securitles ............
7. Noninterest expense:
a, Salaries and employee benefits
b. Expense on premises and fixed assets {net of rental income} {excluding salaries and
empleyae benefits and morigage interest)
. {1) Goodwill impairment losses .........
{2) Amortization expense and Impalrment for other intangible ASSEtS ... erems e
d. Other noninterest expenSe (4) .o e
e. Total noninterast expense {sum of itemns 7.2 through 7.d) ..o e
8. Income {loss} before income taxes and extraordinary items, and other adjustments
(sum of items 3, S.m, 6., and &.b minus items 4 and 7.e)
9. Applicable income taxes (foreign and domestic) ......oceeeeve e
10. Minority interest .
11, Income (loss) before extraordinary items and other adjustments (tem 8
minus iterns 9 and 10)
12, Extraordinary items, net of applicable taxes and minority interest {5) v,
13. Netincome (foss) (sum of items 11 and 12)

{4}  See Schedula HI, memoranda ilem 7.
(§)  Describe on Schedule HI, memoranda item 8,

Memoranda

BHCK[BIl M1l
3521

ou
0]6a

3196' 1,985 | 6.b.

[ 4135 _EE:EI 7.2.

1. Net interest income (item 3 above) on a fully taxable equivalent basis
2, Netincome before income taxes, extraordinary items, and other adjustments (item 8

abovea) on a fully taxable equivalent basis
3. Income on tax-exempt loans and leases to states and politica! subdivisions in the

4217 8,557 | 7.b.
c216 0| 7.c.01)
C2a2 G |7.c(2)
4092 22,508 | 7.4.
4093 76,668 | 7.e.
4301 42,208 | 8,
4302 13,843 |9,
4484 0]10.
4300 28,365 | 11.
4320 012,
4340 28,365 [ 13.
[BHeK]BI Ml IThou

4519 106,770 | M.1,

U.S. fincluded in Schedule H), items 1.a and 1.b, above) 1,722 1M.3.
4, Income on tax-exempt securities issued by states and pelitical subdivisions in the U.5, F
(included in Schedule HI, e 1.003), GHOVE . vrireceees sessssssesssessssscos sebessssss ssssssssbesssnsssions sesasses 2,867 | M.4.
&. Number of full-time equivalent employees at end of current period BHCKINumber
{round to nearast whole number)............ JET 4150 750 | M.5.
6. Other noninterest income (from schedule HI, 5.1 above) (only report amounts greater
than $25,000 that exceed 3% of Schedule HI, item 5.1):
BHCK{BI Ml [Thou
a.  Income and fees from the printing 2nd $a12 0F ERBCKS ..o e e e s C313 0 |Mé6.a.
b. Eamings enfincrease in value of cash surrender value of life insurance ... Co14 1,337 | M.6.b.
¢ lncome and fees from automated teller machines Y 1 CH16 0 [Ms.c
d.  Rentand other Income from real estate owned . 4042 0 |M8.d
e, Safe deposit box rent G015 0 |ME.e
f. Net change in the falr values of financial instruments accounted for under a falr value option ............... F229 0 |M&G.T
g.  Bank card and credit card Interchange fees..... M.6.g.
h. [TEXT '
8562 Viga stock redemption M.6.h.
i. 'EKT
B5E3 Latter nf cradit feas
j. TEXT
564 Marchant services faas
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FRY-SC
Page 3

Schedule H—Continued

Memoranda (continued)
Dollar Amounts in Thousands

BHCK]BIl Ml [Thou
7. Other noninterest expense {from schedule HY, 7.4 above) (only report amounts

greater than $25,000 that exceed 3% of Schedule Hi, item 7.4): :
a.  Data processing expenses et e e s 017 5,628 |M.7.4.
b, Advertising and markefing expenses . ' 0487 2,929 |M.7.b,
¢.  Directors' fees. ) 4136 0 IM.7.c
d.  Printing, stationery, and supplies. . . C018 1,058 |M.7.d.
e. Postage.... 8403 681 |M.7.2.
f.  Legalfees and EXPenSeS. ... i wismms s v seaes 4141 0 |M.7.1
g.  FDIC deposit insurance assessments 4146 534 |M.7.9.
h.  Atcounting and auditing expensss.. . F556 0 [M.7.h.
i, Consulting and advisory expenses., F557 1,911 fM.7.4.
I3 Autornated teller machine (ATM) and interchange exXxpenses. s F558 0 |M7j.
k. Telecommunications XPenSes. ... eeececeersceeeeecseenscenens M.7 ..
L [TEXT ._

8565 Software expenses 1,734 | M7
m. EXT i

8566 Traval GXpan&as . 33__‘!_] M.7.m.
n.  [TEXT 5 .

&i? Courier expensas Bo9B7 M.7.n.

8, Extraordinary items and cther adjustments (from Schedute HI, item 12)
(itemize all extracrdinary items and other adjustments):

a. (1 TEXT . .
3571 0 |M.8.a.[1}
(2) Applicable income tax effect | BHCK] 35721 o .8.a.2)
b. (1) TEXT
3573 [3573] o masb()
(2) Applicable income tax effect | BHCK| 3574 0 .8.b.{2)
c. (1 TEXT
3575 3575] 0 |mseft)
{2) Applicable INCOME t2x EHEEE ....vvcrerreeeecasnrrrerceeesenesenns - [BHCK] 3576 o] .8.6.(2)

§. Trading revenue {from cash instruments and derivative instruments) (Sum of
[terns $.a through 9.e must equal Schedule H, item $.¢.)
{To be completed by bank holding companles that reported average trading assets
{Schedule HC-K, item 4.a) of $2 million or more for any quarter of the preceding calendar year):

A, Interest rate BXPOSUNES .o s e s s nss s ss s pebsssssnasas s senrasas . [8757] M.S.a.
b Forgign exchange eXpusUres ... erennressessesenssessenes - 8758 M.9.5,
c.  Equity security and index exposures 8759 M.S.c.
d. Commodity and other exposures ..... 8760 M.o.d.
g, Cradit eXposUMEs o F188 Mo.e.

10, Net gains (losses) recognized In earnings on credit derlvatives that
economically hedge credit exposures held outside the trading aceount:

a.  Net galns {losses) on credit derivatives held for rading .....cvnnmmenmme s C889 0 JM.10.a.
b.  Net gains {losses) on credit derivatives held for purpeses other than trading ... o1: 1]} 0 |M.10.b.
11. Credit losses on derlvatives {see instructions) ......... rerrer e R re s pepnen AZ51 0 M1,
12. a. Income from the sale and servicing of mutual funds and annuities (In domestic offices) 8431 1,756 | M.1z.a.
b. {1} Premiums on Insurance related to the extension of credit ... e G242 0 IM.120h.41)
{2) All OTHEr INSUTANGE PIEMMIUITIS «ov..vsseceereeaeeesreeas seesseeeessseses srassseasssssses stsasssmeseussses sessesses 243 0 1M.120.(2)
¢. Benefits, losses, and expenses from insurance-related activities ... Bg83 0 m.12.c
13. Does the reporting bank holding company have g Subchaptaer § elegtion in effect for BHCK| '
federal income tax purposes for the current tax year? (Enter “1" for yes; enter "0" for no).......ccee 530 0 |m.13.
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Schedule HContinued

Memeranda {continued)

Memarandum item 14 Is to be completed by bank holfding companies that have elected fo
account for assets and liabilities under a fair value option.
Net gaine (losses) recognized in earnings on assets and liabillties that are reported at fair value undar a fair
" value option:
2. Net gains (05s£8) 0N assels... e .
{1) Estimated net galns {losses) on loans attributable to changes in instrument-specific credit risk.........
b, Net gains (losses) on liabilifies
(1) Estimated net gains {losses) on liabilities attributable to changes in Instrument-specific credit risk.....
15, Stock-based employee compensation expense (net of tax effects) caleulated for all awards under
the fair value meathod

14

Memorandum fem 16 is fo be completed by bank holding companies thal are required to compfete
Schedule HC-C, Memorandum ifems 6.5, and é.c.

16, Noncash income from negative amortization on closed-end loans secured by
1-4 farnily residential properties (included in Schedule HI, it 1.a.{T (&N vroeeeeeees eseeessesssseseses sesverene

Schedule HI-A—Changes in Equity Capital

F552 0 m14a.m
F553 0 | M.a4.b.

409

F554 ¢ M.14..0)
B _:"

=y

. Equity capital most recently reported for the end of previous calendar year {i.e., after
adjusiments from amended Reports of Income).......
2. Restatements due to corrections of material accounting errors and changes in
accounting principles (1)
3. Balance end of previous calendar year as restated (sum of fe@ms 1800 2),.vvnvmeormmmmm .

&

Net income (loss) {must equal Schedula HI, item 13)........

Sale of perpetual preferred stock {excluding treasury stock transactions):

a. Sale of perpefual preferred stock, gross.

. Convarsion or retiremant of perpetual preferred stock

Sale of common stock:

a. Sale of common stock, gross.

. Conversion or retiremeant of common stock

Sale of treasury stock

LESS; Puichase of treasury stock .

Changes incident to business combinations, NEL...... i e

10. LESS: Cash dividends declared on prafermad SHCK .

11. LESS: Cash dividends declared on common steck...

12, Other comprehensive MCOME {(Z)...v.cororirsimreimmss s s s sans s

13. Change in the offsetting deblt to the liability for Employee Stock Ownership Plan
(ESOP) dett guaranteed by the bank holding company.

14, Dther adjustments to equity capital (not included aboVE)..c.. e

15. Total equity capital end of current perled (sum of items 3, 4, 5, 8, 7, 8, 12, 13, and 14,

less items, 8, 10, and 11)( must equal item 28 on Schedule HC, Balance Sheet}

«,

@

o m N

1

item 1.
(2

translation adjustments, ant pension and other postretirement plan refated changes othar than net paradic banefit cost.

3579

3580

4782

4783 .
4356 0]o.
4508 0|10
4460 6,404 | 11.
B511 {14,068) | 12.
4591

3581

bhet |+ Raan B
3210 330,578 | 15.

Include the comulative-effect edjustmenl resulting from the Initial adoplion of FAS 158, Fair Value Option, and describe separataly in tha Notes to the Income Statement-Other,

Includas changes in aet unrealized holding gains (losses) on available-for-sale securities, changes in accumulsted net gains (losses) on cash flow hedges, forelgn currency
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FRY-8C

Page 5
Schedule HI-B—Charge-Offs and Recoveries on Loans and
Leases and Changes in Allowance for Loan and Lease Losses
Dollar Amounts in Thousands
I. Charga-offs and Recoveries on Loans and Leases Charge-offs 1
{Fully Consolidated) (Column A)
1. Loans secured by real estate:
a. Construction, land development, and other land loans
in domestic offices: : Sk TR R
(1) 1-4 family residential construction [0aNS...........coccevreeiniens . 01 1.2.01)
{2) Other construction loans and all land (& e el SRR i e oy T Dl e
development and other land 1oans...........ccceveevveessesemeennen, 293 | 9,903 0394[ 15 [1.a.(2)
b. Secured by farmiand in domestic offiCes. . ..uerrirines “ 2584 | 0 [3ses| 104 | 1.b.
¢. Secured by 1-4 family residential properties in domestic ' M
offices:

(1) Revolving, open-end loans secured by 1-4 family
residentizl properties and extended under lines of 3 g
credi.......... 5a11]  4a5fsa1a] 2 ]1c()
{2) Closed-end loans secured by 1-4 family residential £ :
properties in domestic offices
{a) Secured by first liens 296 JC217 1.6.(2).(a)
{b) Secured by junior llens. 1.2.(2).{b)
d. Secured by multifamily (5 or more) residential
properties in domestic offices ...... 3533 0] @—i’ 1.4
e. Secured by nonfarm nonresidentlat properties In
in domestic offices:
{1} Loans securad by owner-oceupied nonfarm

nonresidential properties cess)] 0 Jcsss] 1.8.01)
{2) Loans secured by other nonfarm nonre5|dent|al - A o
PIOPETHES . cccv.ceeceerems e seerseeans sreressnasanrens s e reseessninesss CBEY 20 Jcags 1.2.(2)
f. In forelgn offices Bs12 | 0 |s13 |
2. Loans to depository institutions and acceptances of other
banks:
a. To U.S. banks and other U.S. depository institufions.......ceeee 0 |46631 A
b. To foreign banks..... 4654 0 |4684] _
3, Loans to finance agricultural production and other loans G e
to farmers. , 655 0 4665
4, Commercial and industrial loans: AR
a. To UL.5. addressess {domiche)...... rrearrray F’,S&!S 1,437 4617 1,340 | 4.2,
b. To non-U.S. addr {domicile)

5. Loans to.individuals for househeld, family, and cther
personal expenditures:
a. Credit cards
b. Other {includes single payment, Instalment, all
student loans, and revolving credit plans other than

credit cards) B516 1,574 [Es517 214 | 5.b.

8. Loans to foreign governments and ofﬁcla! Institutions........oieen 0 14627 018,

7. All other loans, 383 4628 210 | 7.
i . T T

8. Leasa financing receivables:
a. Leases to individuals for household, family,

and cther personal exXpenditures.... ..o nressnssssesies e F185| 0 |F1B7 0 |8.a
b. Al other leases caso| 0 I_F1aa 0]sb.
9. Total (sum of ltems 1 through 8) 4635 | 18,251 J4605 2,452 | s.

{1} Include write-downs adsing from transfers lo a held-for-sale account.
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Schedule HI-B—Continued

MEMORANDA

FRY-8C
Page 6

Charge-offs
(Column A}

Recoveries
Column B)

-

. Loans to finance commercial real estate, construction, and
land development activitias (not secured by real estate)

BHCK[BIl Ml [ThoulBHCK[BIl Ml [Thou

included in Schedule HI-B, part |, items 4 and 7 above......oumicsranns

hy

. Loans secured by real astate to non-U.S. addressees

{domicite} {included in Schedule HI-B, part |, item 1, abOVe)...cccrreeeeee

o i

Memorandum item 3 s to be completed by (1) bank holding companies that,
together with affiliated institutions, kave outstanding credit card receivables
{as defined in the instifitions) that exceed 3500 milfion as of the report date or
{2) bank holding companies (as defined in the instrucfions).
3. Uncollectable retail credlt card fees and finance charges reversed against incame (i.e., not included
in charge-offs against the allowance for Ioan and lease |osses) reesrb R sapa e aer

Dollar Amounts in Thousands

Dollar Amounts in Thousands

. Changes in allowance for loan and lease losses

ey

. Balance most recently reported at end of previous year (i.e., after adjustments
from amended Reporis of Income}

At}

. Recoveries {must equal Schedule HI-B, part |, itam 9, column B, 8DOVE) ...
LESS: Charge-offs (must equal Schedule HI-B, part |, item 8, column A above ... isnenncnissnsininns
less Schedule HI-B, part (I, item 4}
Less:; Write-downs arising from transfers of loans to a held-for-sale account.

©

=

o

Provision for loan and [ease losses {must equal Schedule HI, item 4)
Adjustrments (see Instructions for this schedule)

. Balance at end of current period {sum of items 1, 2, 5, and 6, less items 3 and 4}

{must equal Schedule HC, BM 4.C) ..o s tssss st ssssss s sessessss nsanens

Ne

Memoranda

BHCK[B®  Mil  fThou

Dollar Amounts In Thousands

1. Allocated transfer risk reserve included in Schedule HI-8, part L #eM 7 .. e

Memorandum items 2 and 3 are t¢ be complated by (1) bank holding companies
that, together with affiiated institutions, have oulstanding credit card receivables (as
Defined in the institutions) thaf exceed 3500 milfion as of the report date or (2) hank
holding companies that on a consofidated basis are credit card speciality

holding companies {as defined in the instructions).

wom

Amount of allowance for uncollectable retail credit card fees and finance charges
and finance charges (included in Schedule HC, item 4.¢ and Schedule HI-B,

o T L1y U P

Memorandum ftem 4 is to be completed by all bank holding companies.

. Amount of allowance for post-acquisition losses on purchased impaired [oans
accounted for in accordance with AICPA Statement of Pesition 03-3 (included

in Schedule HI-B, part 1), item 7, above)

-

(1} Include write-downs arsing from transfars lo a held-tor-sala account.

. Separate valuation allowance for uncollectable retall credit card fees and finance charges ..........ccveieee

BHCK[Bi  Mil [Thou
1]

a7



Notes to the Income Statement—Predecessor FInancial Items

FRY-8C
Page 7

For bank helding companies involved in a business combination(s} during the quarter, provide on the lines below income statement infarmation for any
acquired company (ies) with aggregated assets of $10 billion or more or § percent of the reporting bank holding company's total consolidated assets as
of the previous quarter-end, whichever is less. Information should be reported year-to-date of acquisition.

Dallar Amounls In Thousands

LTI T

leHEeC [=11] Ml hou

o = T = ety T 4107 NIA
a. Interest income on 10aNnS aNd IEASES..........c.ooee e e e 4004 NIA

b. Interest income on INVESIMENE SECUMEIES. ... ..o e e e 4218 NIA,

2. Total interest expense.......... 4073 NiA
a. Interest expense on deposits 4421 NIA

3. Netinterest income. 4074 NiA
4. Provision for loan and lease losses........ 4230 NiIA,
5. Total nonintgrest ingome....., 4078 HiA
a. Income from fiduciary activities 4070 NIA

B, TTAUING TEYEMUE. ...occireruemesrirrtre e rmreassesssessssaresssesssssssssosans e seasssssesssssesasnsasanssesssnsassensassss i sesesasss | A220 NIA,

¢. Investment banking, advisory, brokerage, and underwriting fees and ComMMISSIONS.. ... veereeenimre e B490 NIA

d. Venture capital revenue. B491 NIA

e. Net securitization income . e tere ettt eenseane s £ rEeEn et st renna sasnnena B493 NIA

f. Insurance commissions and fees B484 NIA

B. Realized gains {losses) on held-to-maturity and available-for-sale seounities....v v covercevecce e 4091 NiA
7. TOE NONINIETEST BXPENSE. ... oo et e crer v e ees sere et sesesas e es s see et senes saimmeseasasenenssssass senseseseses snarasn 4083 NIA
2. Salaries and employee benefits.......... U 4135 NIA

b. Goodwill impairment losses G216 N/A

8. Income (loss) before taxes, extraordinary itemns, and other adjustrnents 4301 NIA
§. Applicable income taxes............... 4302 NiA
10, Minority INTEIESL. e e ssere s s 44584 NIA
11. Extracrdinary items, net of applicable Income taxes and minority interest..., 4320 NIA
12. Netincome (I058)... oo 4340 NIA
13. Cash dividends declared..... v s 4475 NiA
14, Neb Charge-nffS....o s e s ssssr s 5061 NiA
15. Net interest incoma (item 3 above) on a fully taxable equivalent basls......... 4519 NfA,
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Notes to the Income Statement—Other

" Enter in the lines provided below any additlonal information on specific line items on the income statement or to its schedules that the bank holding
company wishes to explain, that has been separately disclosed in the bank holding company's quarterly reports to its shareholders, In its press releases,
or on its quartarly reports to the Securities and Exchange Commissfon (SEC). Exclude any transactions lhat have been separately disclosed under the
reporting requirements spacified in memoranda items 6 through 8 to Scheduls HI, the Consolidated Income Statement.

Alsa include any transactions which previously would have appeared as footnotes to Schedules HI through HI-B.

Each addltfonal plece of information disclosed should include the appropriate reference fo schadule and item number. as well as a description of the
additional information and the dollar amount (in thousands of dollars) assoclated with that disclosure.

Example

A bank holding company has received $1.35 million of back interest on loans and [eases that are currently in nonacerual status. The helding company's
interest income for the quarter shows that increase which has been disclosed in the report to the stockholders and to the SEC. Enter on the ling item
befow the following infarmation:

[eHeklBil — Pwin  Jrhou |

Sch. HL item 1 .a(1}, Recomition of interest payments on

nonacemal loans to XY Z country
I I

0000 | {1 |3su |

Notes to the Income Statement—Other
I Dollar amount in thousands

Cumulative-effect adjustment resulting from the initial adoption of FAS 159, Fair Value Option

o
T-"‘ﬁ“’ﬁ“:"
p
n

&f07
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Notes to the Income Stafement—OGther, Continued

Daollar amount in thousands
EXT] BHCK[BIl  mil  [Thou
. |Bo47 :

11

20. [Bo56

| S 20,

3103



W.T,B, Finangial Corporaticon

Name of Bank Halding Company

Consolidated Financial Statements for Bank Holding Companies

Report at the close of business September 30, 2008
Schedule HC—Consolldated Balance Sheet

ASSETS
1. Cash and balances due from depository institutions:
a, Noninterest-bearing balances and currency and coin {1)........
b. Interest-bearing balances: (2}
{1} In .8, offices.....onmreeins
{2} In forelgn offices, Edge and Agreement subsidiaries, and IBFs.

2. Securities :
a. Held-to-maturity securities (from Schedule HC-B, column A)
b. Aveilable-for-sale securities (from Schedule HC-B, column D}
3. Federal funds sold and securities purchased under agreements to resell:
a. Federal funds sold in domestic offices.
b. Securities purchased under agreements to resell (3.
4. Loans and lease financing recelvables:
a, Loans and leases held for sale

FRY-8C
Page 10

clL

For Federal Reserve Bank Use Only

Daltar Amourls [n Thousands

BHCKIBIl __[Mil

hou

b. Loans and leases, net of unearned income.

¢. LESS: Allowance for loan and leasa [08585.....ovvveeeern

d. Loans and leases, net of unearnad income and allowance for loan and lease

108525 {item 4.1 MINUS HBMS 4.0)11 s icierrrrrnn s eseae s cerssesenssass sesesesesssassenssns
Trading assets (from Schedule HC-D).........
Premises and fixed assets (including capitalized eases).....

Other real estate owned {from Schedule HC-M).............
Investments in unconselidated subsidiaries and associated companles.......
Not applicable
10. Intangible assefs:

8. GOOdWll....coe e e

b. Other intangible assets {from Schedule HO-M)...... i s sssserssessne
11. Other assets (from Schedule HC-F)
12, Total assets {sum of items 1 through 11} rerereaeteaes seaeeeaeaen seeaennne

oMo ®m

(1) Includes cash items in process of collection and unposted debits
(2) Includes time certificates of deposit not held for trading
(3) Includes all securities resale agreements in domestic and foreign offices, regardless of maturity.

B528 3,150,951
3545 0
2145 45,448
2150 5,795

0

0428 1,688
2160 100,001
2170 4,063,301

306



Schedule HC—Continued

FR

¥-8C

Paga 11

Dallar Amownts in Thousands

|sHDMEBI

LIABILITIES
13. Deposits;
a. In domestlc offices {from Schedule HC-E}:

(1) Neninterest-bearing (1)

{2) Interest-bearing

b, In forsign offices, Edge and Agreement subsidiarles, and IBFs:
{1) Noninterest-bearing.....
{2) Interest-bearing

14. Federal funds purchased and securities sold under agreaments to repurchase:

M

hou

533,184

6631
6636 2,447 805
BHFN] . .- = s
5631 0
(6636 0

a. Federal funds purchased in domesfic offices {2) | BHDM | Bo93 0
b. Securities sold under agreements 0 repurchase (3). . o evevcserrre v e neenes | BHCK | Bags 365,173
15, Trading liabilities (from Schedule HC.D}. 3548 0

16. Other borrowed money (includes mortgage Indebtedness and obligations under,
capitalized leases) (from Schedule HC-M)

17. Not applicable

18. Not applicable

18 a. Subardinated notes and debentures (4)
b. Subordinated notes payable to unconsolidated trusts issuing trust preferred securities,

and trust preferred securities Issued by consolidated special purpese entities.

20, Other liabilities {from Schedule HC-G)

21. Total liabilities {sum of items 13 through 20}

22. Minority interest In consolldated subsidiaries and similar items...

EQUITY CAPITAL
23, Perpetual preferred stock and related surplus
24, Commoen stock (par value)....
25. Surplus (exciude all surplus related to preferred stock)
26 a. Retained samings
b. Accumulated other comprehensive income (5)
27. Dther equity capital components (6)
28. TOTAL EQUITY CAPITAL (sum of items 22 threugh 27)
29. Total liabilities, minority interest, and equity capital {sum of items 21, 22 and 28)

MEMORANDA (to be completed annually by bank holding companles for the December 31 report date)
1. Has the bank holding company engaged in a full-scope independent extemal
audit at any time during the calendar year? {Enter *1° for yes, enter 0" for no}

3190 340,181 | 16.

13.a{1)
13.242)

13.b.1)
13.b.(2)

14.a.
14.b.

jq082] 0 ]19.a

19.b,
2750 46,370 | z0.
2948 3,732,723 | 21.
3000 0|z2

0
2230 5,000
3240 32,665
3247 334,556
B530 {17,663)
A130 {23,980)
3z10 330,578
3300 4,063,301
[BHcK]
c884| NiA |

2. If response to Memoranda item 1 is yes, indicate below the name and address of the bank holding company's independent

23.
24,
25,
26.a,
26.b.
27.
28,
29.

M1

external auditing firm {see instructions}, and the name and e-mail address of the auditing firm's engagement partner.{7}
ali/a ] bpl/a |
Warne of Extemal Auditing Firm (TEXT C703) Weme of Engagement Pariner (TEXT C704)
[n/a | /A |
Clty (TEXT C708) E-meil Address (TEXT CT08)

" Slate Abtrav. {TEXT G714)  Zip Code (TEXT C715)

{1} Includes total demand deposits and noninterest-bearing time and savings deposits.

{2) Report overnight Federal Home Loan Bank advances in Schedule HC, item 18, "Other borrowed money."
{3) Includes all securities repurchase agreements in domeastic and forelgn offices regardiess of maturity.

4) Incluges limited-life preferred stock and related surplus.

(5} includes net unrealized helding gains {losses) on available-for-sale securities, accumulated net gains (losses) on cash flow hedges,

cumulative forelgn currency translation adjustments, and minimum pansion liability adjustments.
{6) Includes treasury stock and uneamed Employee Stock Ownership Plan shares.
{7) The Federal Reserve regards informaticn subrmitted in response te Memorandum item 2.b. as confidential.
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Schedule HC-B — Securities

Dollar Amounts in Thousands

Held-to-Maturity

[Available-fer-Sale

{Column A)
lAmartized Cost

1. U.S. Treasury Securifies.. o,
2. 1.5, govemment agency obligaticns

{exclude morigage-backed securities):

a. Issued by LS. government
F=Ta (o] st ) DR
b. Issued by LS. government-
sponsored agencies (2).............
3., Securities issued by slates and
political subdivisions in the U.S.......
4, Montgage-backed securities (MBS)
a. Pass-through securities:
{1) Guaranteed by GNMA..........
(2) lssued by FNMA and FHLMGC
(3) Other pass-through securities
b, Other mortgage-backed securitles
(inchide CMODs, REMICs, and
stripped MBS):
(1) Issued or guaranteed by
FHNMA, FHLMC, or GNMA..........
(2) Collateralized by MBS [ssued
or guaranteed by FNMA,
FHLMC, or GNMA... -
(3) All other mcrlgage backed
SECUMHES. oot e e rse e
5. Asset-backed securities (ABS).......
6. Other debt securities:
a. Other domestic debt securities...,

b. Foreign debt securities...............

{1} Includes Small Business Administration "Guaranteed Loan Pool Cerificates,” U.5. Maritime Administration obligations, and Export-Import Bank Partlcipation certificates.

-

2.a.

8,987 |2b

?5 575 3

4a.(1)

1703

1708

1707

3,726 | 4.2.02)

4.a.(3)

426,822 | 4.b.(1)

0] 4b.2)

1736 143,705 | 4.b.(3)
€026 €588 989 | 0 Jcaz7]| 0]s.
1737 1738 1738 0 [ 1741 0] 6.4
1742 1743 1744 0 [ 1746 0 |6.b.

FR Y-9C
Page 12

{2) Includes obligations (other than morigage-backed securities) issued by the Farm Credit System, the Federal Home Loan Bank System, the Federal Home Loan Mortgage Carporation, the Federal

National Morlgage Association, the Financing Corporation, Resalution Funding Corporation, the Student Loan Marketing Association, and the Tennessee Valley Authority.

3406
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Schedule HC-B — Continued

Held-to-Maturity JAvailablefor-sale
{Column A) (Celumn B) {Column C)
lAmortized Cost Fair Value Amortized Cost

{Calumn D)

Dollar Amounis in Thousands

7. Investments in mutual funds and
other equity securities with readily
determinable fair values.........couuees

8, Total (sum of 1 through 7) (fotal of
column A must equal Schedule HC,
ftern 2.a) (total of column O must equal

Schadule HC, tem 2.5) oooeeeeeeeee. [1754] o 1771] 685,659 [ 1773 670,811 | 8,
Mermaranda
- BHCKIBIL Ml [Thou
1. Pledged securitles (1) o418 504,607 |1,
2, Remaining maturity ar next repricing date of debt securities (2)(3)(Schedule HC-B, Hems 1 threugh &.b in : i

a. 1 year and less,
b. Over 1 year fo 5 years

¢. Dver 5 years
3. Amortized cost of held-to-maturity securities sald or transferred to availsble-for-sale or trading securitias during the calendar
year-todate (report the amartized cost at date of sale or transfer)

. Structured notes {included in the held-to-maturity and available-for-sale accounts in Schedule HC-B, items 2, 3, 5, and 6):
a. Amortized cost
B T WAILEL it cvsrressssassienissmets bt becemse s ase s rmeas st mnre s st as s orbrera s se et rhemee s st mt st £ et e eamt ettt anan

Y

Held-to-Maturity lAvailable-for-Sale

(Column A) {Column 8) {Column C) (Column D)
lAmortized Cost Fair Value mortized Cost Fair Valug'
BHCK[BI [Mmil _[Thou fBHCKBt {Mil [Thou {BHCKIBI _|Mil _[Thou [BHCKRIl _|Mil

Memorandum ftem 5 is to be
completed by bank holding
companies with tolal assels
over $1 biffion or with foreign offices.

. Asset-backed securities {ABS) {sum
of Memorandum items 5.a through 5.1
must equal Schedule HC-B, item 5%

th

a. Credit card receivables ............. BB38 0 | BB3Y 0 J B840 0 | Ba41 0 ]5.a.
b. Home equity lines Ba42 0 | 5843 0 | B844 0 § B845 0 | 5.b.
c. Automobile loans .... BR46 0 | BR47 0 | Ba4g 0 | Ba4a 0 |5.c.
d. Other consumer 10ans ............. B850 0 § B851 0 | B852 0 1 B853 0 |s.d.
e. Commercial and industrizl loans B854 0 | Ba55 0 | Ba56 0 | B&57 0|5.e
f. Other B858 0 | B859 0 | B8sa 0 | Ba&1 0 | 5.1,

{1) Includes held-to-maturity securities at amortized cost and available-for-sale securities at fair value.

{2) Exclude investments in mutual funds and other equity securities with readily determinable fair values.

{3) Repart fixed rate debt securities by remaining maturity and floating debt securities by next repricing date.
: 6/06
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Schedule HC-C — Loans and Lease Financing Receivables

Do not deduct the allowance for loan and lease lesses from amounts reported in this schedule. Report (1) loans and leases held for sale
at the lower of cost or fair value, (2} loans and leases held for investment, net of unearned income, and (3) loans and leases accounted for
at fair value under a fair value option. Exclude assets held for trading and comimerclal paper.

Dollar Amounts in Thousands

@ ;o

-

10.

1

iy

Loans secursd by real estate.
a. Construction, land development, and other land loans:

(1) 1-4 family residential construction loans..........c.cceeeeeee

(2) Other construetion leans and all land

development and other land leans.

b. Secured by farmland

¢. Secured by 1-4 family resiclential properties:

{1) Revolving, open-end loans secured by 1-4 farnily
residential properties and extended under lines of
credit.

{2) All other loans secured by 1-4 family residential

properties:

(&) Secured by first liens.....

(b) Secured by junior ligns.

d. Secured by multifamlly {5 or more) residential
PROPETHES. ... et ae e nsdes s ra st asr s ran st srssrbsbansdtd
e. Secured by nonfarm nonremdenUal properties:
(1} Loans secured by owner-accupied nanfarm -
nonresidential preperties.

{2) Leans secured by other nonfarm nonresidential
properties.

Loans to depository lnstltut:ons and acceptances of ather
BankS ...

a. To U.S. banks and other U.S. depository institutions... ..o

&, To foreign banks.

Loans to finance agriculitural pl‘OdI.IClIOI“l and other |03I"I5 o

farmers.

Commercial and Industrlal [0anS.......ccovevrenne

a. To U.5. addressees {domicile)

b. To non-U.S. addressees (domicile).....

Not applicable
Loans to Individuals for household, famlly, and other
personal expenditures (i.e., consumer loans} (includes

purchased paper}
a. Credit cards..

b, Other revolving credit plans

¢. Other consumet loans (includes single payment,

instaliment, and all student loans)
Leans to foreign governments and official |nst|tutrons

{including foreign central banks).......

. Not applicable

a. Loans for purchasing and carnying securities
(secured and UNSEEUIBHY. ...ie v ssssrmsr e s s ase

k. All other ioans..........

Lease financing receivables {net of unearned mcome) .......
a, Leasses to individuals for household, family,

and cther personal expenditures (i.e., consumer leases)
b. All other leases

. LESS: Any unearned income on leans reflected in

ftams 1-9 above

. Total {sum of ltems 1 through 10 minus item 1)

{total of column A must equal Schedule HC, sum of

tEmS 4.8 AN 4.B}..ccceceeec e e s e

Consolldated

5001 mn A)

526,871 | 1.2.(2)
SERR
38,176

1000

311,286 | 1.c.{2)(a)
29,709 | 100230

1.a(l)

90,410
781,641

79,689

0
60,508 |9.b.
0 [10.

123 8,710 [ 11.

3,201,227 2122 3,201,227 |12,

3/08
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Schedule HC-C—Continued
MEMORANDA

Dallar Amaounts in Thousands
{BHOMEII

1. Loans and leases restructured and in compliance with modified terms (included in Schedule HC-C,
above and not reported as past due or nonaccrual in Schedule HC-N, memorandum item 1):

a. Loans secured by 1-4 family residential properties in domestic offices Fs7e]l 0]mAa.

b. Other loans and all other leases (exclude leans to indlviduals for household, i
family, and other personal expenditures)......imenn.. 0 |M.1b.

2. Loans to finance commercial real estate, construction, and land development activities ;

(not secured by real estate) included in Schedule HC-C, items 4 and 9, column A, above.........oeeevveeeeeee 2746 £4,868 | M.2.
3. Loans secured by real estate to non-U.5. addressess (domicile) (included in ..
Schedute HC-C, item 4, column A)

Memorandum ifem 4 is {o be completed by (1) bank holding companies that, together
with affifiated institutions, have outstanding credit card receivablos (as defined in the
instructions) that exceed 3500 milfion as of the report date or {2} bank holding companies
that on a conselidated basis are credit card specialfy hofding companies (as defined in
the instruetions). )

4. Qutstanding credit card fees and finance chargas (included in Schedule HC-C,
item €.a., column A}

M.4.

Memorandum Ifem 5 Is to be completed by all bank holding companies.
5. Purchased impalred loans held for investment accounted for in accordance with

AICPA Statement of Position 03-3 (exclude loans held for sale):

a. Qutstanding balance. e E e R EE e kSRR AR e PR AR AR RA LR SRR R s REp AR SR RRn s snnRn e

h. Carrying amount included in Schedule HC-C, items 1 through B..... oo ccnesssenesarssesessrsrerenins
8. Closed-end loans with negative amortizaion features secured by 1-4 family residential

properties in domestic offices:

. Total carrying ammount of closed-gnd [oans with negative ameortization features secured by

1-4 famlly residential properties (included in Schedule HC-C, items 1.C.(2)(2) and (5))...occee v ereecevcvermene

Memorandum ffemns 6.b and 6.¢ are fo be completed by bank holding companies that had closed-end
foans with negative amortization features secured by 1-4 family residential properties (as reported
in Schedule HC-C, Memorandum itern 6.3) as of December 31, 2007, that exceeded the lesser of $§100
mifion or 5 percent of fotal loans and leases, net of unearned income In domestic offices (as
reported in Schedule HC-C, ifern 12, column B).
b. Total maximum remaining amount of negative amortization contractually permitted
on closed-end loans secured by 1-4 family residential properties. ... e
¢. Total amount of negative amortization on closed-end loans secured by 1-4 family
residentizl properties inciuded in the carrylng amount reported in Memorandum
IO B8 ABOVEL ... e s e s ps s s saness s s st s
7. Not applicable
8. Not applicable
9. Loans secured by 1-4 family residential properties in domestic offices in

process of foreclosure {ncluded In Schedule HC-C, items 1.¢.{1}, 1.c.{2)(@}, and 1.C.{2)(D))...c.ccrmrvmrrencrons.

3108



Schedule HC-C—Continued
MEMORANDA {continued)

FRY-8C
Page 16

Memorandum items 10 and 11 are fo be completed by bank holding companies that have elected to measure foans included
in Sehedule HC-C, items 1 through 9, at falr value under a fair value option.

Dollar Amounts in Thousands

10. Loans measured at fair value:
a. Loans secured by real estate.. . e
(1) Construction, land development, and other land
loans
(2) Secured by farmland (including farm residential
and other improvements)
(3) Secured by 1-4 family residential propsrties:
{a} Revolving, epen-end [oans secured by
1-4 family residential properties and
extended under lines of credit..........ocveeceeeccsrre e
(b} Closed-end loans secured by 1-4 family
residential properties:
{i) Secured by first iens........cccoeeee.
{ii} Secured by junicr liens
{4) Secured by multifamily (5 or more) resldential
PIOPEMIEE. .. ccuereeereeeemees e sevsmsass et ass s seasesn s
{5) Secured by nonfarm nonresidential properties.
k. Commercial and industrial I0ans.......coooee s s
c¢. Loans to Individuals for household, family, and
other personal expenditures (.., censumer oans)
{includes purchased paper):
(1) Credit cards.... ..o v e s
(2) Other revolving credit plans
{3} Other consumer foans (includes single
payment, instaliment, and all student loans). ... eeeeeeens
d. Other loans.....
11. Unpaid principal balances of loans measured-at fair
value {reported in memorandum itern 10):
a. Loans secured by real estate. e
(1} Gonstruction, land development, and other land
JOBNS e m e na s b e s s e
{2} Secured by farmland {including farm residential
and other IMPIOVEMENES). ... oo s renesassnanmens
(3) Secured by 1-4 family residential properties:
{a} Revolving, apen-end loans secured by
~1-4 {amily residential properties and
extended under lines of credit....o e
{b) Closed-end loans secured by 1-4 family
residential properties:
() Secured by first lizns
(1) Secured by junior liens.
{4) Secured by multifamily {5 or more) residential
PIOPEMIES. o scsrs e s ssr st
{5) Secured by nonfarm honresldential properties.. .....coeeeee.
b, Commercial and industrial loans........inen
¢. Loans to individuals for household, family, and
other persanal expenditures (i.e., consumer loans)
{includes purchased paper):
(1) Credit cards....
(2) Other revalving credit plans......ecssseans .
{3) Other consumer loans (includes single
payment, instaliment, and all student 10aN3)...coimnsennns
d. Other loans. eeetrerasasnom e e s s anana e srremaneneat eEaEa

Cansolidated
{Column A}

M.10.a
. Mm.10.a.(1)

M.10.a.(2)

' M.10.a.(3)(a)

] M.10.2.(3) (b))

M.10.a.(3)(b)}(i)

M.10.a.{4)

M.10.a.(5)

M.10.b.

M1 0..0,[1 )

M.10.c.(2)

M.10.c.(3)

M.10.d.

M.11.a

[} |M.11.a‘(1)

—
RS

0 M.11.8.02)

[F382] o 0| Mita )@
¥ Pk

M.11.2.(3)(bXD)

M.11..3)(BXiD

TM.11.2.4)

M.11.a.(5)

M.11.b.

0 JrFses

M.11.€.(1)

F589

0 JF599

0 |M.11.c.(2)

[Feao 0 JFeno 0 |M.11.c(3)
F501 0 JFeo1 0 Mg
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Schedule HC-D—Trading Assets and Liahilities

Schedule HC-D is to be completed by bank helding companles that reported average trading assets

{Schedule HC-K, Item 4.a) of $2 milllon or maore in any of the four preceding quarters.

FRY-3C
Page 17

Dollar Amounts In Thousands

ASSETS

1.
2.

LLS, Treasury SECURLIES. ..o e e e
U.G. government agency obligatios (exclude
mortgage-backed SBCUNHES). o

3. Securities issued by states and political subdivisions in the U.S......
4. Morgage-backed securities (MBS):
a. Pass-through securities issued or guaranteed by
FNMA, FHLMC, or GNMA
b. Othar mortgage-backad securities [ssued or
guaranteed by FNMA, FHLMC, or GNMA (include
CMOs, REMICs, and strlpped MBS)......ccovevriecvinns
¢. All ather mortgage-backed seCurifigs........evreevn
5. Other debt SeCUNtEs....ovveee e v e
6. Loans:
a. Loans secured by real estate........coco v e e
{1} Construction, land development, and other [and
[T SO
{2} Secured by farmland {including farm residential
and other IMProvemMENTS}. ... e rsimesssrir s prsseanees
{3} Secured by 1-4 family residential preperties:
{a) Revalving, open-end loans secured Dy
1-4 family residential properties and
extended under lines of credit,
{b) Closed-end loans secured by 1-4 family
residential properties;
(i} Securad by first liens
{iiy Secured by junior liens
{4} Secured by multifamlly (5 or more) residential
properties.. re e ———
(5) Secured by nonfarm nonresidential properties.........c.covewn
b. Commercial and industrial 10ans........ oo e reevecnes
¢. Loans to individuals for hgusehold, family, and
other personal expenditures {i.e., cansumer [oans)
(includes purchased paper).
(1) Credit Cards......cmomenin. O
(2) Gther revolving credit plans.... s
{2) Other consumer loans (includes single
payment, instaliment, and afl student loans)
[ I (7= ol o= - T
7. Not applicable
8. Not applicable
9. Other trading assets
10, Mot applicable
11. Derivatives with a positive fair value.........coeeieeees
12. Total trading assets (sum of items 1 through 11)
{total of column A must equal Schedule HC, item 8).....oiiimimsn
LIABILITIES
13, a, Liabilities for short positions
b, All othier trading HabIFHES. ..c.coimmeri s
14. Derivatives with a negative fair value.....
15. Total trading liabilities (sum of items 13.a through 14)

{tota! of column A must equal Schedule HC, item 15).....oceveerinns

Consolidated

Domestic Offices

(Column A) Column B)
BHCKIBi

BHCMIBIl

[s31

To.a.04)

6.2.(5)

8.b.

0 18.c.(2)

FE17 0 IFE‘J? 0 ]6.¢.(3)

0 [13.a.

0 |13.b.

6.a.(3)(a)

6.8.(3)b)0N
6.2.G3)(5) i)

3os



Schedule HC-D—Continued
MEMORANDA

FRY-9C
Page 18

Dollar Amounts in Thousands

Consolldated
(Column A)

1. Unpaid principal balance of loans measured at falr
value (reported in Schedule HC-D, iterns 6.a through
6.d.)

a. Loans sscured by real estate.....oe v s

(1) Construction, [and development, and other land
loans.
(2) Secured by farmland (including farm residential
angd other improvements)....e st R
{3) Secured by 1-4 family residential propertles:
{a) Revolving, open-end lcans secured by
1-4 family residential properties and
extended under lines of Credit. ..o
(b} Closed-end loans secured by 1-4 family
residential properties:
{1} Securad By first HENS....cove v v s
(i) Secured by junior liens.
(4) Secursd by multifamily (5 or more) residential
Lol 1Y r1T-T T .
(&) Secured by nonfarm nonresidentlal propartles..........coevenes
b. Commercial and industrial [0ans.........cevvimisme e

M.1.2.(3)(a)

M.1.2.G)0X0)
M.1.a.(3)(b){ii}

M.1.a.(4)
M.1.a.(5)

¢. Loans to individuals for household, family, and
other persenal expenditures {i.e., consumer loang)
{includes purchased paper):
(1) Credit cards.

0 JM.1.b.

{2} Other revolving credit plans
{3) Other consumer loans {includes single
payment, installment, and all student [oans).........occeeeeeveiene

M.1.6.(3)

d. Oer 10ans. ...
. Not applicable
. Leans measured at fair value that are past due 90 days
O Mors:
a. Fair value

Lo

M.1.d.

M.3.a.

b, Unpaid principal BRIANCE. ..o e FE40

0 |Fs40 0 |M3.b.

Doltar Amaunts in Thousands

Memoranda items 4 through 10 are fo be completed by bank hofding companies that
reported average trading assets (Schedule HC-K, item 4.a.) of $1 biliion or more in any
of the four preceding quarters.

4. Asset-backed securities:
a. Residential mortgage-backed securities

b. Commercial mortgage-backed securities repmreest ety ana

BHCK|Bil Mt [Thou |

F641I 0 |M4a.

c. Credit card recaivables..... v s s

d. Home equity lings.

e. Autornoblle loans
f. Cther consumer loans

Fg42{ [J RS
Fo43] 0|mac.
F544 0 |Mad.
F645 0|Mmae.
F&46 0mar
F&47 0 |mag
F648 0 |mdan.

308



Schedule HC-D—Continued
MEMORANDA (continued)

FRY-9C

5. Collateralized debt obligations:
a. Synthetle.

R0 T OO

6. Retained beneficial interests in securitizations (first-loss or equity tranches)
7. Equity securities:
a. Readily determinable falr values........

&, Other.

8. Loans pending securitization

8. Other trading assets {itemize and describe amounts included in Schedule HC-D,
item 9 that are greater than $25,000 and exceed 25% of the item)

Page 18
Dedlgr Amounts in Thousands
BHCK[BI _|Mil  [Thou
F&49 0 |M.5.a.
F650 0 |m.5.b.
F551 0| M.
F852 0|M7a.
F653 0|m7b.
F&54 0 |mas.

a. FHTX
F&55

b. [BHTX

[Fess

c. |[BHTX

FE57

10. Other trading fiabilities {itamize and describe amounts included in Schedule HC-D,
itern 13 that are greater than $25,000 and exceed 25% of the itern)

2, |BHTX

F658
b. [BHTX :

F659 8 |M.10.b.
c. [BHTX _ 4

F660 0 |M.10c.

Schedule HC-E—Deposit Liabilities o

Dollar Amounts in Thousands

leHcelsi

1. Deposits held in domestic offices of commerclal bank subsldiaries of the reporting bank
helding company:

a. Demand deposits...
b. NOW, ATS, and other transaction accounts

¢. Money market deposit accounts and other savings accounts.

d. Time deposits of lass than $100,000

e. Tima deposits of $100,000 OF M. e e

2. Beposlis held in domestic offices of other depository institutions that are subsidiaries
of the reporting bank holding company:
a. Noninterest-bearing balances....

b. NOW, ATS, and other transaction accounts.

¢. Money market deposlt accounts and other savings accounts,

d. Time deposits of less than $100,000....... s

e. Time deposits of $100,000 or more

MEMORANDA,

1. Brokered deposits less than $100,000 with a remaining maturity of one year orless...... ey
2. Brokered deposits less than $100,000 with a remaining maturity of more than one year.. .
3. Time deposits of $100,000 or mare with a remalning maturity of one year or less.......cnvcinni

4. Foreign office time deposits with a remaining maturity of one year or less........oceec s

(1) The sum of items 1.a through 1.e and items 2.a through 2.6 must equal the sum of Scheduls HC, itams 13.a.(1) and 13.a.(2).

Wil hou

2210 246,503 [1.a,
3187 40,716 | 1.b.
2389 1,522,687 | 1.c.
5648 591,680 | 1.8
2604 579,413 | 1.e

«nar|BHOMBI__Mil__[Thou
A243 177,014 |M.1.
Al64 22,608 | M2,
A242 514,567 | M.3.
BHEM], ‘& S
| A245 0 [M.4.

3408
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Schedule HC-F—Other Assots

Dollar Ameounts in Thousands

BHCKIBH  [Mil  [Thou

1. Accrued interest recelvable(1) | B556 17,386 | 1.
2. Net deferred tax assets (2)..... . 2148 26,516 2.
3. Interest-only strips receivable (not in the form of a security) (3) on; £

a. Mortgage leans A519 0|3a

b. Other financial assets...........ccccoeeuueenen.. ; A520 0 |3.b.
4. Equity securities that DO NOT have readily detarminable falr VaIUSS (4] s svasirinns 1752 ' 15,240 | 4,
8, Life insurance assets. [ . . coog 24,335 | 5.
LT TP PT PPV TTOT 2168 16,514 | 8,

: i

7. Total (sum of items 1 through 8) {must equal Schedule HC, KEM 11 e e e e 2180 100,001 | 7.

{1} Include accrued interest receivable on loans, losses, debt securlties, and other interest-baaring assets.

(2) See discussion of deferred income taxes n Glossary entry on “income taxes."

(3) Report interest-only strips receivable in the form of 2 security as available-for-sale securities in Schedule HG, item 2.8, or as trading assets in
Schedule HC, item 5, as appropriate.

{4} Include Federal Reserve stock, Federal Home Loan Bank stock, and bankers' bank stock.

Schedule HC-G—Other Liabilities

Dollar Amaunts b Thousands

|BHCK]BIl

1. Not applicable

2. Net deferred tax liabilities {1).. 2.
3. Allowance for credit losses on off-balance sheet credit eXpPoSUreS....co vccceevrrcescrererrrserennns B557 1,000 | 2.
A, OHHBT s e b s BHa4 45,370 | 4,

bhet | | :
5, Total {sum of iterns 2 through 4) {must equal Schedule HC, ftem 200 .. 2750 46,370 | 5.

{1} See discussion of deferred income taxes in Glossary entry on "income taxes.”

Schedule HC-H—Interest Sensitivity o

Daollar Amounts in Thousands
BHCK[Bi M [Thou
. Earning assets that are repriceable within one year or mature within one year, 3197 2,022,075 |1.
. Interest-bearing deposit liabilties that reprice within one year or mature within one year i <

included in item 13.a.{2) and 13.b.(2) on Schedule HC, Balance Sheet.........coe e ermeennne
3. Long-term debt with a remalning maturity of more than one year but reprices within one year

included In iterns 16 and 19.a on Schedule HC, Balance Sheet
. Variable rate preferred stock (includes both iimited-life and perpetual preferred stock),......o v
5. Long-term debt reported in Schedule HC, item 19.a on the Balance Shest that is

scheduled to mature within 0ne year........c. oo e s

b =

P

{1) Bank holding companies with foreign offices have the option of excluding the smallest of such non-U.S. offices from coverage In this schedule. Such
bank holding comganias may omit the smallest of their offices in foreign countries when arrayed by total assets provided that the assets of the excluded
offices do not exceed 50 percent of the total assets of the holding company's assets in foreign countries and 10 percent of the holding company's total
consolidated assets as of the report date.

any



FR Y-9C
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Schedule HC-I—Insurance-Related Underwriting Activities (including reinsurance)
Part |. Property and Casualty Underwriting
Schedule HC-l must be completed by all top-tier bank holding companies.
(See instructions for additional information.}
Dotlar Amaunts in Thousands

ASSETS ' BHCKIBII  [mit  fTheo
M
1. Relnsurance recoverables...... . B938
2. Total assels . C244
LIABILITIES il
3. Clalms and clalms adjustment expenss resarves....... B380 03
4, Unearned QremilUMIS.. ..o ceeseseeseeneresseresas s sessremsnsesesssass seneeees B394 04
B, TOMA! @QUILY.ccivverisuiceesseserersenmsasesrcrsemsesrrsssrmsessaasestrosessasssssssmesraresess C245 0]s.
6. N INCOMEB e e et c e ee e e e ane san e senanas C248 Q6.
Part Il. Life and Health Underwriting .
Daollar Amounts in Thousands
ASSETS ' BHCK[BC — JMit frhou
1. Reinsurance recoverables . C247 01
2. Separate account assets........ . B892 02
3. Total assets C248 013
LIABILITIES MR Y St
4. Policy holder benefits and contract holder funds . B954 0|4,
5. Separate account liabllities . B996 0|5
E. Total equity emteeeeeuesseeeernessesen e ern s C249 0 e
7. Net income e eeeeeeeeeeet seeeeeeeee s e eeneean G250 | 0]7.
.Schedute HC-K—Quarterly Averages
Dollar Amounts in Thousands
BHGKlBiI Nil |!hou
ASSETS ; PR X
B TR 1= T 1 O UV 3515 649,914
2. Federa! funds sold and securities purchased under agresments to resell..... s 3385 2,311 | 2.
3. loans and leases 31516 3,146,941 | 3,
BHDOM: - i
a. Loans secured by 1-4 family residential properties in domestic offices... 3485 863,492 |3.a,
b. All other loans secured by real estate In dOMESHE OMICES ..ot e et e e eb s 3468 . 1,4BB,385 | 3.b.
. ¢. All other loans In domestic offices F724 995,064 |3.c.
’ BHCK] ¢ .
4. a. Trading assets . 3401
b. Other eaming assets... . BYBS 15,768 |4.b.
5. Totalconsolidated assets. 3353| 3,972,654 | 5,
LIABILITIES _ B
6. Interest-bearing deposits ([@omestic). ..o i . 3817 2,641,328 | 8.
7. Interest-bearing deposits (foreign) 3404 . 0]7.
8. Federal funds purchased and securities sold under agreements to repurchase.......e i 3353 368,281 |8
9. All other barrowad money........... 339,832 |9

10. Not applicabla
EQUITY CAPITAL
11. Equity capital (excludes limited-life preferred stock) . . 3519 340,129 1 11.
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{Report only transactions with nonrelated [nstitutions)
Schedule HC-L.Derlvatives and Off-Balance-Sheet Items

1. Unused commitments (report onty the unused partions of commitments that are fee pald
or alherwise legally binding):
a. Revolving, open-end loans secured by 1-4 family residential properties, e.g., homs
aquity lines

b. Credit card lines

¢. (1) Cammitments to fund commercial real estate, construction, and land developrent
loans secured by real estate {sum of iterns 1.e.(1)(a) and (b) must equal item 1.¢.(1))

(a) 1-4 family residential construction loan commitments

{b) Comrmercial real estate, other construction loan, and land development loan commitments.......

{2) Commitments to fund commercial real estate, construgtion, and land development
loans NOT secured by real estate.

d. Seeurities underwiiting
&, Dther unused commitrents

2. Financial standby letters of credit and foreign office guaranteas

a. Amount of financial standby letters of credit conveyed to others
3. Performance standby letlers of cradit and forelgn office guarantees
a. Amount of perfermance standby letters of credit conveyed to others

Commercial and similar letters of credit

L

Not applicable
6. Securities lent

FRY-9C
Page 22

Only
Cl

For Federal Reserve Bank Lise

Dollar Amaunts in Thousands

IBHCHBiI |Mil I!hou|

3814 231,264 | 1.2,
3815 81,636 | 1.b.
3816 244,381 |1.0.(1)
F164 62,804 | 1.c.(1)(a)
F185 181,577 | 1.c.(1)(0)
6550 31,147 |1.c.2)
3817 0]1a
3818 738,115 | 1.2,
6566 61,063 | 2.
3820 0]2a
6570 42,391 | 3.
3822 0]3a
3411 894 | 4.

|3433| 0 IS.

Guarantor Beneficiary
7. Credit derivatives: 7g%‘mn A {Column B)
a. Notional amounts: BHCH Bil | Mit [ThouleHEK] Bil | Mil JThoul 7.a.
(1) Credit default swaps CO65 0 ICQGQ 017.a.(1)
(2) Total return swaps 97 0 fce71 0{7.a(2)
{3) Credit options o7 0 o7y 0|7.a3
(4) Other credit deriVatIvES. ... e s e Ca7. 0| 7.a.{4)
b. Gross falr values: - 7.b.
{1) Gross positive fair value 7.b.{1}
(2) Gross negative fair value......ovve e C22 0 Jcaz] 0]7.b.(2}
Dollar Amounts In Thousands
BHCK]BI M fThou
8. Spot foreign exhange contracts 8785 Q18

9. All other off-balance-sheet items (exclude derivatives)(include in item 9 the aggregate amount of all other
off-balance sheet items that individually exceed 10% of Schedule HC, item 28, "Total equity capital”)

{iternize and deseribe in items 9.a through 9.9 only amounts that exceed 25% of Schedule H
a. Securlties borrowed

C, item 28)

. Commitments to purchase when-issued securities

b
©. Commitments to sell when-Issued securities
d. [TEXT

6581

TEXT

6552

f. [TEXT

6568

g. [TEXT

6586

10, Not applicable




Schedule HC-L—Continued

Derivatives Position Indlcators

11. Gross amounts (e.g., notional amounts
{for each ecolumn, sum of items 11.a
through 11.e must equal the sum of
iterns 12 ang 13):

2. Futures Contracts e
b. Forwargd Comracts .....oeveeeeceevnneineeens

¢. Exchange-traded option contracts:
{1} Written options

{2) Purchased options ..........ccveeevveeererens

d. Over-the-counter option contracts:
{1) Written options

{2) Purchased Options ......cocevvvevevrirernas

e, Swaps

FRY-2C
Pags 23

Dollar Amaunts in Thousands

(Column A) {Column B) {Column C) {Column D)
Interest Rate Foreign Exchange Equity Derivative Commedity and
Cantracts Contracts Contracts Qther Contracts
Tei | Bil | Mit [rhou] Trin § Bit | it [Thoull Trit | Bil | Mil frhoud Trit | Sit { Mil [Thou
s M .8

e

0 ]i.a

0 ] 0
BHCK 8593 BHCK 8694 BHCK 8695 BHCK 8686
1,703 0 0 0 ]141.b.
BHCK 8697 BHCK 8638 BHCK 8699 BHGK 8700

12.Totatl gross amount of derivative
contracts held for rading ..o

13. Total gross amount of derivative
contracis held for purpeses other
than trading

14. Gross fair values of derivative
contracts:
a. Contracts held for trading:
{1) Gross positive fair value ........cccceeene.

{2) Gross negative falr valug .......cccoevne

b. Contracts held for purposes other
than trading:
(1} Gross positive fair valug .........cee...

(2) Gross negative fair value ...................

0 0 0 0 J1i.cin)

BHCK 8701 BHCK 8702 BHCK 8703 BHCK 8704
0 D 0 o J11.c

BHCK 8705 BHCK 8706 BHCK B707 BHCK 8708
1,413 0 0 11.4.1)

BHCK 8709 BHCK 8710 BHCK 8711 BHCK 8712
0 _ 0 0 0 |11.4.2)

BHCK 8713 BHCK 8714 BHCK 8715 BHCK 8716

43,374 0 0 0 |11e

BHCK 3450

BHCX 3826

BHCK 8719

0

BHCK 8720

BHCK A128

46,490

13,

BHCK 8728

BHCK 8727

1

0 14.a.(1)

BHCK 8733

BHCK 8734

BHCK B735

0

BHCK 8736
' 0 |14.a2

BHCK 8737

BHCK 8738

BHCK 8739

BHCK 8740

i g
18 ] 0 |14.b.(1)
BHCK 8741 BHCK 8742 BHCK 8743 BHCK 8744
5150 0 ) 0 |440.(2)
BHCK 8745 BHCK 8748 BHCK 8747 BHCK 8748

307



Schedule HC-M—Memoranda

FR Y-8C
Page 24

Dallar Amoun!s In Thousands

1. Total number of bank holding company common shares
outstanding

2. Debt maturing in one year or less (included in Schedule HC, items 18 and 19.a)
that is issued to unrelated third parties by bank subsidlarles
3. Debt maturing in more than one year (included in Schedule HC, items 18 and 1%.a)
that is issusd to unrelated third parties by bank subsidiaries
4. Other assets acquired in satisfaction of debts previously contracted
' §. Securities purchased under agreements to reselln offset against securities sold
under agreements to replrchase on Schadule HC
8. lnvestments in real estate {to be reported only by bank holding companies authorized
by the Federal Reserve to have real estate investments) ..

¥. Not applicable

8. Has the bank holding company entered into a business combination during the ealendar year that was
accounted for by the purchase method of accounting? (Enter "1" for yes; enter "0" for no)
9. Has the bank holding company restated its financial statements during the last quarter as a result of new
or revised Statemets of Financlal Accounting Standards? (Enter “1" for yes; enter 0" for no)
10. Not applicable
11. Have all changes In investments and acfivities been reported to the Federal Reserve on the Bank
Helding Company Report of Changes in Organizational Structure (FR Y-10)?
Bank holding companies must not leave blank or enter "N/A." The bank helding company must
enter *1" for yes or for no changes to report; or enter "0" for no.
If the answer to this question is no, complete the FRY-10. ...
TEXT]
G428

|Lawrence V. Scrensen |
Mame of bank holding company official verifying FR =10 reporting
{Plaase typs or print) .

12, Intangible assets other than goodwlll:

a. Mortgage servicing assets.

(1) Estimated fair value of merigage servicing assets.

2,906 |

BHCK
6416 1111,
Arsa Codt and Phong Numbsr
{TEXT 2009)
BHCKBI il |T_hou
3164 1,698 | 12.a.

~12.a.(1)

b. Purchased credit card relationships and nenmortgage serviclng assels..
¢. All other identifiable intangible assets.........ccveeee. .

d. Total {sum of iterms 12.a, 12.b, and 12.¢) (must equal Schedule HG, item 10.5). e
Other real estate owned:

a. Real estate acquired in satisfaction of debts previously contracted
b. Other real estate owned

13,

¢. Total (sum or items 13.a and 13.b) {must equal Schedule HC, item 7}
. Other borrowed money:
a. Commercial paper........
b. Other borrowed money with a remaining maturity of one year or less......
¢. Other borrowed money with a remaining maturity of more than one year.

d. Total (sum of items 14.a, 14.b, and 14.¢) {must equal Schedule HC, item 16}
. Does the holding company sell private label or third party mutual funds and
annuities? {Enter “1" for yes; enfer "0" for no)

. Assets under management in preprigtary mutual funds and annuities

12.b.
12.c

1,698
5,795 | 138

0 ]13.h.

5,795

12.d,

1d.c

2309 0 |14.8.
2332 230,181 | 14.b.
2333 110,000 | 14.0.

340,181 | 14.0.
BHCK
B569 1115,
BHCK ’Bil [Mil___[Thou
B570 0| 1.,

3o
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Schedule HC-M—Continued

The following two questions (fems 17 and 18) will be used to determine if the reporting bank holding company must complele the
Consofidated Bank Holding Company Report of Equity lnvestments in Nonfinancial Companies (FR ¥-12). In most cases, these
questions are only applicable to the top-tier BHC. See the line item instructions for further defails.

17. Does the bank holding company hold, elther directly or indlrectly through a subsidiary or affiliate,
any nonfinancial equity investments (see instructions for definition) within a Small Busingss
nvestment Company (SBIC) structure, or under section 4{c)(6) or 4{c}{7} of the Bank Holding Company
Act, or pursuant to the the merchant banking authority of section 4(k)4(H) of the Bank Holding Company
At or pursuant to the investment authority granted by Regulation K? BHCK

(Enter "1" for yes; enter "0" for no} C161 0|17,

if the answer fo ltem 17 is no, your organization does not need to complete the FR Y-12. Skip item 18 and proceed to fterms 19.a and 19.b below.
if the answer to iterm 17 is yes, proceed 1o ifem 18.

18. Do your aggregate nonfiancial equity investments (see instructions for definition) equal or exceed
the lesser of $100 million {on an acquisttion cost basis) or 10 percent of the bank holding company's
congalidated Tier 1 capital as of the report date? BHCK
{Enter "1" for yes; enter “0" for no) €159 NiA | 18,

If the answer fo both ffem 17 and item 18 Is yos, your organization must complete the FR Y-12.
Skip items 19.a and 19.5 and proceed to itern 20 befow,

if the answer o elther ifem 17 or item 18 is po, your organization does nof need to complete the FR Y-12.
Proceed to items 19.a and 19.5 befow.

Items 19.a and 19.b zre to be complsted by all bank holding companies that are not required to file the FR ¥-12,

18. a. Has the bank holding company sold or otherwlse liquidated its holding of any nonfinancial

equity investment since the pravious reporting period? BHCK
(Enter "1" for yes; enter "0" for no} C700

b. Does the bank holding company manage any nonfinancial equity investments for the benefit of others®.. &:a- -
(Enter "1" for yes; enter "0" for no}. Iaﬂ |

Memoranda items 20 and 21 are to he completed only by top-tier bank holding companies who have made an effective election to become a
finaneial holding company. See the line Item instructions for further details.

BHCK|Bl
20, Balances of broker-dealer subsidiaries engaged in undenwriting or dealing X :
securities pursuant to Section 4(k){4)(E) of the Bank Holding Company Act as
amended by the Gramm-Leach-Bliley Act:
a. Net assets.....
b. Batances due from related institutions:

{1) Due from the bank holding company (parent company only}, gross 4832 0 | 20.b.(1)

{2) Due from the subsidiary banks of the bank helding company, gross. 4833 0 |206.(2)

{3) Due from nonbank subsidiaries of the bank holding company, gross.........eceeeeccrnmcceeeceeens 4834 0 | 20.b.(3)
¢. Balances due to related institutions: S

{1} Due to bank holding company (parent company only), gross 5041 0 |20.c.(1)

{2) Due to subsidiary banks of the bank holding company, gross 5043 & 120.c.(2)

{3} Due to nonbank subsidlaries of the bank holding company, gross. 5045 € ]20.c.(3)

d. Intercompany liabilities reported in iterns 20.c.(1), 20.c.(2), and 20.¢.(3) above
that gualify as liabilities subordinated to claims of general cragitors......o e cee s
21. Net assets of subsidiaries engaged In insurance of reinsurance underwriting
pursuant to Section 4(k){4)(B) of the Bank Holding Company Act as amended
by the Gramm-Leach-Bliley Act..........
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Schedule HC-M—Continued
‘Memoranda item 22 is to be completed by bank holdlng companies with total assets of $30 billion or more,
22. Address (URL} for the reperting bank halding company's web paga that displays

risk disclosures, including those about credit and market risk.

(Example: www.examplebhe.com/riskdisclosures)

[TEXT

C497 | http:#f| | 2,
Memoranda Item 23 is to be completed by all bank holding companies,

Dollar Amgunts in Thousangs
BHCK [Bil Ml [Thou |

23. Secured labilities:
a. Amount of "Faderal funds purchased in domestic offices” that are secured
(included in Schedule HC, tem 14.8% .o vecevevereene

b. Arnount of "Other borrowings” that are secured (included in Schedule HC-M, :; ) i
ftem 14.d). e i 340,181 |23 b,
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Schedule HC-N—Past Due and Nonaccrual Loans, Leases, and Other Assets

1. Loans secured by real
estate:

a. Construction, fand
development, and ather
land loans in domestic
offices:

{1) 1-4 family residential

construction [pans........ SR

{2) Other construction
loans and all land
development and

ether land [9ans,.....c e

b, Secured by farmland in
domestic offices.

©. Secured by 1-4 family

residential properties

domestic offices:

(1} Revolving, open-end
lpans secured by
1-4 family residential
properties and
extended under lines
of credit........

{2} Closed-end loans
secured by 1-4
family residential
propertles:

{a) Secured by

first lens.. ..o

{b} Secured by

Junior Tens......ceeeees

d. Secured by multifamily
(5 or mere) residential
properties in domestic
offices.

e. Secured by nonfarm non-

residential preperties in

in domestic offices:

{1) Loans secured by
owner-occupled
nonfarm non-
residential

PrOPerties... .o vscoresrenecnssnnenas

(2) Loans secured by
other nonfarm
nonresidential

PIOPEIHES. .. coovvererresscrssnssaresamsesnnsnas

f. In foreign offices.................

For Fadaral Reserve Bank Use Only
C.l. | |

(Column A)

(Celumn B)
Past due

(Column C)

F17'

F181

B572

0 | B573

1.a.(1)

1.6.(1)

Fisy . 1.2.(2)
8574} 0]1f

FRY-8C
Page 27
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Schedule HC-N—Continued

2. Loans to depository
institutions and acceptances
of other banks:

a. U.S. banks and other
U.5. depository

institutions.

b. Forelgn banks...

3. Loans to finance agricultural
production and other lpans
to farmers

4. Commercial and Industrial
1411 S

5. Loans ta Individuals for
househald, family, and other
personal expenditures:

8. Credit CArdS. v iesieenreeeereess i esnssies

b. Dther (includes single
payment, installment,
all student loans, and
revelving ¢redit plans

other than credit Cards)....ccoovvwmersemins

. Loans to forelgn
governments and official
INSttUtIGNS. .o

7. All other [oans.....

8. Lease financing
receivables:

a. Leasas to individuals
for household, family,
and other personal
expenditures.....

b. All other leases.

9. Debt securities and other
assets (exclude other real
-estate cwned and other

repossessed assets).

10. TOTAL (sum of items 1

through 9).

FR Y-9C
Page 28

{Colurnn A) (Column 8) (Column C}
Past due Nonacerual
90 days or more
and stifl accruing

5377 0 | 537 0 §5379 0 |2.a,

5a.

Ofasos] ofssor] 0]
| 5524] 11,768 | 5525 1,874 | 5526 22,764 | 10.
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Schedule HC-N—Continued

FR Y-8C
Page 29

Amounts reported in Schedule HC-N, items 1 through 8, above include guaranteed and unguaranteed portions of past due and nonaccrual loans and
leases. Reportin item 11 below certain guaranteed loans and leases that have already been included in the amounts reported In iterms 1 through 8.

11. Loans and leases reported
in iterns 1 through 8 above
which are wholly or partialty
guaranteed by the U.S.
GOVEIIMENE. . coreeee e ivreessermcsserenesreneneas
a. Guaranteed portion of
loans and leases
{exclude rebooked "GNMA loans™)
included in item 11 above........oeveireeneee.
b. Rebooked “GNMA loans”
that have been repurchased
ar are eligible for repurchase
included in item 11 above......o e

MEMORANDA

1. Restructured loans and
leases Included in items 1
through 8 above (and not
reported [n Schedule HC-C,
memoranda item 1):

- a. Loans secured by

1-4 family residential
properties In domestic
offices. cereeeeeearnn— e

b. Other loans and all other
leases (exclude loans to
individuals for house-
hold, family, and other
personal expenditures)

(Column A) {Column B) (Column C)
Past due . |Past due Nonaccrual
30 through 89 days 90 days or maore
and still accruing and still accruing

[} I . 0[11.b.

(Column A) (Column B) {Column C}
Past due Past due Nonacerual
30 through B9 days 90 days or more

land still accruing and still accruing
IBHCKBIl Ml [Thou IBHC_MH IThou [BHCKIBIL _IMil__[Thou

0JFesy ______0lMia

M.1.b.
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Schedule HC-N—Continued

MEMORANDA (continued}

2. Loans to finance commercial
real estale, construction, and
land development activities
(not secured by real estata)
included in Schedule HC-N,
items 4 and 7 above.

3. Leans and leases included in

Schedule HC-N, items 1, 2,
4, 5,8, 7, and 8 exfended to
non-.S. addr AbOVE..ee i

. Not Applicable

Loans and leases held-for.

sale and loans measured at

fair value {included in

Schedule (HC-N, items 1

through 8 above):

a. Leans and Jeases held
fOr SR e
t. Loans measured at fair
value:
(1) Fair value. ... e
{2) Unpaid principal
Balance... ..o e

o A

FRY-2C

Page 30
(Column A) {Column B) {Column C)
Past due Past due Nonacgrual
30 through 89 days 90 days or more
znd still accruing and still aceruing
185 | 655 0 | 5560 0 |M2
o] 1912]
M.5.b.{1)

| Fe6d 0 | Fesg 0 | Fesqd 0 | M.5.6.(2)

flem & Is to be reporfed only by bank holding companics with total consofidaled assels of $1 billion or more, or with $2 billion or more m parinotional
amounts of off-balance-sheet derivative confracts {as reported in Schedule HC-L, items 11.a through 11.8).

6. Interest rate, foreign
exchange rate, and
commodity and equity
contracts:
Fair value of amounts
carrled @s a5SetS.. .o s

7. Additions to nonaccrual assets during the quarter......

8. Nenacerual assets sold during the quarter

BHCK]BII  [Mi JThou

C410 24,794

C411 0

M.7.
M.8.
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Schedule HC-P—1-4 Family Residential Mortgage Banking Activities in Domestic Offices

FRY-9C
Page 31

Schedule HC-P Is to be completed by (1) all bark holding companies with $1 bllllon or more in total assets' and (2) bank holding companies with less
than $1 billion in total assets at which either 1-4 family residentlal mortgage [oan originations and purchases for resale? from all sources, lpan sales, or

quarter-end loans held for sale in domestic offices excead $10 million for two consecutive quarters.

Dollar Amounts [n Thousends

1. Retail originations during the quarter of 1-4 family residential mortgage loans for sale(2)
a. Closed-end first liens...
b. Closed-end Junior liens.
¢ Open-end loans extendad under lines of eredit:
{1} Totat commitment under the INes of Cradit......cov v e
{2) Principal amount funded undar the iNes 0f Eratil.......ccv e rrevrrn s s s e
2, Wholesale originations and purchases during the quarter of 1-4 family residential morigage
loans for sale:(2)
a. Closed-end first lienS......ccovveveeeeeeeeeca . S ——
b. Closed-end junior liens
¢. Open-and loans extended under lines of credit:
(1) Total commitment under the lines of credit.......
(2) Principal amount funded under the lines of credit
3. 1-4 family resldential mortgages sold during the quarter:
a. Closed-end first ligns
b. Clesed-end junior liens
¢. Dpen-end loans extended under lines of credit:
{1} Total commitment under the lines of credit........occovees e e [T
{2} Principal amount funded under the [ines L Tt L S
4. 1-4 family residential mortgages held for sale at quarter-end {included in Schedule HC, item 4.2);
&. Closed-end first liens
b. Closed-end junior liens
¢. Open-end loans extended under lines of credit:
(1) Total cammitment under the lines of credit
(2) Principal armount funded under the (ines of Cradit..... v e s
5. Noninterest income for the quarter from the sale, securitization, and servicing of
1-4 family residential mortgage loans (included in Schedule HI, items 5.f, 5.9, and 5.):
a. Closed-end 1-4 family residential mortgage loans.
. Open-end 1-4 family residential mortgage loans
axtended under lines of credit
6. Repurchase and indemnifications of 1-4 family residential mortgage loans during the quarter:
a. Closed-end first lienS......ccocecvee v
b. Closed-end Junlor ens.......cccvveee.
¢. Open-end loans extended under lines of credit:
{1) Total commitment under the lines of credit ESUUUR
{2) Principal amount funded under the: lines of credit e

(1) The $1 billion asset size test is generally based on the total assets reported as of June 30, 2007,
(2) Exclude originations and purchases of 1-4 family residential mortgage loans that are held for investment,

BHCK] Bil | Mil | Thou

F066 20,297 | 1.2
F670 2|10
F&71

¢ ]|1.c.02)

T ze1)

0]2c.(2)

19,410 |3.a.

0 [4.e.2)

0]6.c.01)

0 |6.c.(2)
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Schedule HC-Q—Financial Assets and Liabilities Measured at Fair Value

FR¥-8C
Page 32
Schedule HC-Q is to be completed by bank holding companies that have adopted FASE Statement No, 157, "Fair Value Measurements,” and (1) have elecled {o account
for financia! Instruments or servicing assets and lizhilities at fair vafue under a fair value option or (2} are required to complate Schedule HC-D--Trading Assets and
Liabilities.
Fair Value Measurements for Assets and Liabilities under a Fair Value Option and Trading Assefs and Liabilities (Included in
Scheduls HC)
(Column A) {Column B)
Tolal Fair Value LESS: Amounts Netted (Golumn ) (Column D) {Galumn E)
Reported on in the Determination of Levetl 1 Fair Value Level 2 Fair Value Level 3 Fair Value
Schedule HG Total Fair Valye Measurements Measurements Measurements

Dallar Ameunts in Thousands °

ASSETS
1, Leans and |

2. Trading assels
a, Nontrading securities at fair value with

changes in fair value reparted in current
earnings {included in Schedule HC-Q,

iter 2, above)

3. All ather financial assets and servicing assets .....ooeceeeee.

LIABILITIES
4. Deposits ......

5, Trading liabilities

&. All cther financial liabilities and servicing
liabilities.

7. Loan commitments (not accounted far as
derivatives)

4

[ BHCK]B) Ml _|Tho

I':-‘zm | o] F639.|.

ofresr]

0|F252| D|F263| OE?.
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Schedule HC-R—Regulatory Capital FRY-SC
This schedule is to be submitted on a conselidated basis. Page 33
: e Dallar Amounts in Thousands

Tier 1 capital ‘ - [ehexEi_Mi_Jihou

1. Tofal equity capital (from Scheduls HC, item 28} 3210 330,578 | 1.
2, LESS: Net unrealized gains (losses) on available-for-sale securities (1) (f 2 gain, report as ) BHC. ; :
a positive value; if a loss, report as a nagative value) ' 8434 {9,652) | 2
3. LESS: Net unrealized loss on available-for-sale equity securities (1) (report loss as a positive value) ........ E1 0]a.
4, LESS: Accumulated net gains {losses) on cash fiow hedges (1) (if a gain, repart as a positive value; if a lass, report as a negative valug) 4336 {8,012) | 4.
5. LESS: Nongualifying perpetual preferred stock . " B588 4 |5.
&.a. Qualifying minority interests in consolidated subsidiarias and similar items B589 0 |&.a
h. Qualifying trust preferred securities (2) . C502 0 |8.b.
7.a.LESS: Disallowed goodwill and other disallowed intangible asset | 8590 0

h.LESS: Cummulative change in fair value of all financial liahilitizs accounted for under a fair value option that is included in retained earnings and is attributable
to changes in the bank holding company's own credit worthiness (if a net gain, report as a pasitive value; if a netloss, repart as a negative value)

8. Subtotal {sum of items 1 and 6.2, and 6.5, less items 2, 3, 4, 5, 7.a and 7.b}
9.a. LESS: Disallowed servicing assets and purchased credit Card relatioNSNTRE v i eieiereeeseese s e seemenssesss s sevrmems s es e srms s e s ses sssessssnnmessssssseangassssssss
b. LESS; Disallowed deferred tax assets
10. Dther additions to {deductions fram) Tier 1 capital

11. Tier 1 capital (sum of iterns 8 and 10, less items 9.2 and 9.b) - §274 348,242 |11,
Tier 2 capital
12, Qualifying subordinated debt and redeemable preferred slack 5308 012,
13. Cumulative perpetual preferred stock includible in Tier 2 capital B583 0113
14. Allowance for loan and lease lossas includible in Tier 2 capitat . 5310 45,848 | 14,
15. Unrealized gains on available-for-sale equity securities includible in Tier 2 capital . 2221 0|18
16. Cther Tier 2 capital components B594 0 | 18.
17. Tier 2 capital (sum of items 12 through 16) - 5311 45,648 | 17.
18, Allowable Tier 2 capital {lesser of item 11 or 17) - 8275 45,848 [ 18,
19. Tier 3 Capital allocated for market risk 1355 0|19,
20. LESS: Deductions for total risk-based capital ... B595 0 {20,
21. Total risk-based capital {sum of iterns 11, 18, and 18, less item 20) ..... : .- 3792 394,090 21,
Total assets for leverage ratio : bhet i
22, Average total assets (fram Schedule HC-K, item 5) | 3388 3,972,654 | 22,
23. LESS: Disallowed goodwill and ather disallowed intangible assets (from item 7.8 BDOVE) . isisemmimsssr s s s s e s B590 0 {23,
24, LESS; Disallowed servicing assats and purchased credit card relationships {from lterm 9.a above) B591 0124,
25. LESS: Disallowed deferred tax assets (from item 9.b above) 5610 0 |25.
' BHCKE R
26, LESS; Other deductions from assets for [eVerage Capital PUIPOSES . et L ore e LR 00 F LR L4 R RTS8 404 R R4 bt ba PR TEIRNS B596 4,314 | 28,
27. Average fotal assets for leverage capital purposes (item 22 less items 23 through 28) A224 3,868,340 { 27.
28.-30. Not applicable
Capltal ratios BHGPercentage |
31, Tier 1 leverage ratic (item 11 divided by item 27) 7204 8.78 %] a1.
32. Tier 1 risk-based capital ratio (itam 11 divided by item 62) L4 4 £ LA 4 45T SIS 1AL PR 4444 A TR RS AR S SR RRAE SRR S8 SR TE SR b RN ESR 7206 9.48 v| a2,
33, Total risk-based capital ratio {item 21 divided by HEm B2) ... e e era e e s s memm s e E T T205 10.73 %] 33.

(1) Report amount included in Scheduls HE, item 26.b, “Accumulatad ather comprehsnsive incume,”
(2] Inclutas subordinaled notes payable to unconsalidated trusts Issuing Lrusl preferred securities net of the bank helding company's investment in 1he trust, and trust preferred securifies issued by consolidaled specle] purpase enlities, thet
quality as Tier 1 capital.
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Schedule HC-R—Continued

FRY-3C
Page 24

Bank holding companies are not required to risk-weight each on-balance sheet asset and the credit equivalent amount of each off-balance sheet item that qualifies for a risk weight of less than 100 percent

{50 percent for derivatives) at its lawer risk weight. When completing items 34 through 54 of Schedule HC-R, each bank holding company should decide for itself how detailed & risk-weighted analysis It

wishes to perform. In other words, a bank holding company can choose from among its assets and off-balance sheet itemns that have a risk weight of less than 100 percent which ones to risk-weight at an
appropriate lower risk weight, or it can simply risk-weight same or all of these items at a 100 percent risk weight (50 percent for derivatives).

: coog]
(Column A) (Column B} Column C) l!Cnlurnn D) I;Column E) |_(Cclumn F)
[Totals ltems Not ; : : - =
llocation by Risk Weight Cateqgo
(from Subject to 2 gory -
Schedge HC) Risk-Waighting 0% 0% Isﬂ% 100%
Draller Amaunts in Thousands [gj| Mil f . ¢ f

Balance Sheet Asset Calegories

34, Gash and due from depository institutfons (Column A
equals the sum of Schedule HC, items 1.a, 1.b.(1) and
1.5.(20)

35, Held-to-maturity securities

36. Available-for-zale securities
37. Federal funds sold and securitles purchased under
agreements to resell ......

38, Loans and leases held for sale

39, Loans and leases, net of uneamed MEOME ... s

40. LESS: Allowance for loan and lease l0SS88. .. ecenececeece e

41_ Trading assets

42_All other assets (1)

43, Total assets {sum of itemns 34 through 42)....e.cc e

(1) Includes premises and fixed assets, other real estate owned, investments in unconsclidated subsidiaries and associated companies, customers' llability on acceptances outstanding, infangible assets,

and other assets,

BHCK g010

80,148
BHCY 1754
0
BHCX 1773
670,811 36,

T

—4?9 431 _37,291
8HCK £225 0 i

BHCT 5369

4829
BHCT B526

sasessa] o] o  3see]
e

BHCX 3123

BHCK B639 .

is3042]  9,511]

BHCT 2170
4,063,301

187,614

(50,784) 599,280 | 372,380 |

2,954,311 | 43.
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Schedule HC-R—Continued

(Column A) (Colurnn B) Column G Column I Column E) |_(Column F)
Face Value Credit [Ailocation by Risk Weight Gategory
or Nottonal Equivalent
IAmount mount (1) 0% 20% 0% 100%
Dollar Ameounis in Thousands
Derivatives and Off-Balance Sheet items |RHCK B548
44. Financial standby letters of credit.... 51,063 44,
45 Performance standby letters of bhct 6570
credit 42,391 45.
48, Commercial and similar letters of bhet 3411 :
credit 894 |.
47, Risk participations in bankers IR
aceeptances acquired by the BHCK 3429
repanting instHUtioN... s 0
bhct 3433
48, Securities 1ent....cccceeeeeeeerereeee 0
48, Retained recourse on small husiness  bhet A2S0
ahbligations sald with recourse......... 0 4%,
50, Recourse and direct credit substitites  {BHCK B&41
(other than financlal standby letters of &0 "~
credit) subject to the fow-level exposure ;-
rule and residual interests subjectfo a
dollar-for<iollar capltal requirement (3) | 0] m 0]
51. All other financial assets sald with '
recOuUrse.
52. All other off-balance sheet E.HCK B681
lizbilities
§3. Unused commitments with an original  [BHCK 6572
maturity exceeding one vear.......... 658,618 |.50 329,309

BHCE A167 |
337 |

54, Derivative contracts........coococeeeeene

{1} Column A mulliplied by credit conversion factar.

{2) For financial standby letters of credit to which the low-level exposura rule applies, use a credit conversion factor of 12.5
or an ingtitution specific factor. For uther financizal standby letters of credit, use a credit conversion factar gr 1.00.

See instructions for further information.

(3] Or institution-specific factor.
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Schedule HC-R—Cantinued

(Colurnn C) JCotumn D) JiColumn £) Jicotumn F
JAllocation by Rlsk Weight Category
0% J2o% {s0% Jroo%

Doltar Amounts in Thousands Igi| — IMit thou il |mit  JThou Bl |Mil

Totals
§5. Total assets, derivatives, and off-balance sheet items by risk weight category (for each
calumn, sum of items 43 through 54)
58, RiSK WEIGN FACION ...t svsrss e bs e n s srrens s em s s re et mmam s e sea e nenen
57. Risk-weighted assets by risk weight category (for each column, item 55 mulliplied by
itemn 56)

58, Market risk eqUIVEIENT ASSBIS ...t T b st
59, Risk-weighfed assets befare deductions for excess allowance for loan and lease losses
and allocated transfer risk reserve (sum of item 57, columns € through F, and tem 58}.....c....

60. LESS: Excass allowance for loan and lease losses.

&

ure

. LESE: Allacated transfer risk reserve

82. Total risk-wefghted assets (item 59 minus iterms 60 and 61)

hou IBil Ml {Thou

BHCK B&86 BHCK B637 BHCK B698

BHCK B899
187,867 599,361 372,883 3,366,058 | 55.
b 0% I« 20% Ix 50% e 100% 55,
BHCK. BY00Q IBHCK B701 IBHCK B702 BHCK B703
119,872 | 186,442 3,366,058 | 57.
BHCK 1651
. Q|58
“{BHCK B704
3,672,372 | 59,
" J]BHCK A222
: gl
61.
3,671,773 |62,

FR Y-8C
Page 36
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Schedule HC-R—Continued

MEMORANDA Dellar Amounts in Thousands | BHCK Bt  IMil  {Thou
1. Current credit exposure across all derivative contracts covered by the risk-based capital standards 8764] 18 I M.1.
With & remainmg maturity of
(Calumn A) (Column B) (Column C)
One year or less Over one year Over five years
through five years
2. Notianal principal amounts of derivative contracts: (1) BHCK il IBiI IMil {rhoul BHCK [Tril [Bil_[Mil [Thouf 8HCK [Tril [8il {Mil [Thod
a. Interest rate contracts 3808 1,703 | 8766 33,146 | 8767 10,228 | M.2.a,
b. Foreign exchange contracts 3912 0 J 8765 0§ 3770 0 IM.2b.
c. Gold contracts Bi71 018772 0§ 8773 I IM.2c
d. Dther precious melals cantracts .... B774 0 § 8775 0§ 6776 4 M.2d.
e. Other commadity contracts B777 0 § 8778 0 8779 {]M2e.
f. Equity derivative contracts A000 0 J ADDY 0 JAQ02 0 |m.24,
g. Credit derivative contracts: : :
(1) Investment grade C980 0 jcuaq 0 jcas2 0 FM.24.(1)
(2) Subinvestment grade £933 0 jcoed 0 § Ca85 0fM.2.9.(2)

3. Preferred stock (including related surplus) eligible for inclusion in Tier 1 capital;
a. Noncumulative perpetual preferred stock (included and reported in "Total equity capital,” on Schedule HC)

b. Cumulative perpetual prefemred stock (included and reported in "Total equity capital,” on Schedute HE) .

¢. Other noncumulative preferred stock eligible for Inclusion in Tier 1 capital (2.9., REIT preferred securities)(included in Schedule HC, item 22)
d. Other cumutative preferred stock eligible for inclusion in Tier 1 capital (excluding trust preferred securities) (included in Schedule HC, item

20 o1 22) ...

4, Ofisetting debit to the liability {l.e., the contra account) for Employee Stock Ownership Plan (ESOP) debt guaraniesd by the reporting bank

holding campany {included in Scheduls HC, item 27}

5. Treasury stock (including offsetting debit to 1he liakility for ESOP debi) {included in Schedule HE, item 27):
a_ In the form of perpetual preferred stock

b. in the form of common stock

6. Market risk equivalent assets attributable to specific risk (included in Schedulg HC-R, item 55')

{1) Excluding forelgn exchange contracts with an original maturity of 14 days or less and all futures contracts.

d.a,

5479 1]
5820 L RN
0]3.c

5483 0 |5.a.
5484 23,980 | 5.b.
FO31 0 |6.




Schedule HC-5—Servicing, Securitization, and Asset Sale Activities

For Fedaral Reserva Bank
Use Only FRY-9C -
C.l . |Pagess

(Calumn D) (Column E) {Column F)
uto Cther Commercial !l Other Leans
Loans Consumer and ndustrial Il Leases, and
Loans Loans

(Column A) (Column B) [Column C)

1-4 Family Hame Credit

Residential Equity Card

Loans Linas Recelvables
Dallar Amounts in Thausands [gj) |Mi[ Thou IBil IMiI |T1‘IOI.1 Bil

Securltlzation Activities

1. OQutstanding principal balance of
assets sold and securitized with
servicing retained or with recourse
or piher seller-provided credit BHCK B705

BHCK B706 BHCK 8707

Bil il [Thou IBil

BHCK B708

Iwit

[Thou Bt _Jrhou I8l [Mil _[Thou

BHCK B710 IEHCK 711

JBHCK BFnY

enhanCements. ... e recereeeeeennnn

2. Maximum amount of credit exposure
arising from recourse or other
seller-provided credif enhancements
provided to structures reported in
item 1 in the form of:
a.Credit enhancing interest-only strips

ol o]

BHCHK B7 13

[ | o

: 0} 01,

ferck 6714 feHCK 8715

{included in HG-B, HC-D, BHCK 8712 [ErckET1s [erckeriz HCK B718

or HC-F) ] [ ] [ | [ | o] 0 0|2.a
b. Suberdinated securities, and other BHCK ©383 BHCK G394 F@ 295 fBHCK G395 |eHCK casy JEHCK C3g8 JEHcK cagn

residual IMErestS ... oo 0 0 [ | [ | o 0 o|z2.b.
c. Standby letters of credit and {BHCK C400 BHCK C401 JeHCK Cdn2 BHCK C403 BHCK 404 I5HCK c4a5 BHCK C405

other enhancements... o . “ | 0 0 | 0 I- 0 I- 0 I 0 0l2.c

3. Reparting institution's unused : L, e 3 i I

commitments to provide liquidity o BHCK B726 BHCK B727 BHCK B728 BHCK 5729 BHCK B730 BHCK B732
structures reported In ftem 1............ . i o] 0 0 I. 0 I. of " ol 3.

o

4. Past due loan amounts included in

itern 1: BHCK B733 Ierck aya4 JEHCK B735 —Jenck 5736 BHCK B737 BHCK E738 BHCK B735

. 30.85 days past due..........ceen... o] [ | ] 0 0 of 0]4a
SHCK E740 FHCK B741 |eHCK B742 JeHcK BT4d BHOK B746

b. 80 days or mare past due.....e... o o 0 ]ah.

5. Charge-offs and recoverles on assets & : S ol i

sold and securitized with servicing

retained or with recourse ar other

seller-provided credit enhancements o R S a, L

(calendar year-io-date) BHCK B747 BHCK B744 RHCK B749 BHCK B7S0 FIHCK B751 BHCK B752 |BHCK BT53

8. CHAMGE-OMS...eeeerereereeesreeerem l [ | 0 I 0 9 0 of 1]s.a.
|eHCK B754 JeHCK BYss J5HCK B756 [BHCK B7S7 |BHCK B758 JBHCK BTSS FHCK B760

b. Recaveries l ol of [ | [ | [ | 0 g]s.n.
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Schedule HC-S—Continued

Dollar Amounts In Thousands |gj)|

{Column D) {Column F) {Calumn G}
Commercial Il Other Loans
and [ndustrial Il Leases, and

Il Cther Assets

(Column A) (Column B} (Column C)

1-4 Family Home Credit

Residential Equity Card

Loans Lings Receivables
Ml [Thou [Bil Mt |Thou [BII

6. Amount of ownership (or seiler's}
interests carried as:
a. Securities (fncluded in HC-B).......

b. Leans (included in HG-C).......... "
7. Past due loan amounts included in

interests reported in ftem 6.a:

a. 30-89 days past dug...ccecccveeneees

b. 80 days or mare past due.....
8. Charge-offs and recoveries on loan

amounts included in interests reported

in item 6.a {calendar year-lo-datg)

A, CHANGE-OM S eeeeereeeceeeeessreeeeenee

b. Recoverfes

For Securitization Facilities Sponsored
By or Otherwise Established By Other
Institutions :

9. Maximum amount of credit exposure
arising from credit enhancements
provided by the reporting institution to
other institutions' securitization struc-
tures in the form of standby letters of
credit, purchased subordinated securi-
ties, and other enhancements..........

10.Reporting institution's unused commit-
ments to provide liguidity to other insti-
tution's securitization structures.......

Asset Sales

11.Assets sold with recourse or other
seller-provided credit enhancements
and not securitized. "

12.Maximum amount of credit exposure
arising from recourse or other seller-
provided credit enhancements pro-
vided to assets reparted in item 11...

BHCK BY63

BHCHK 8502

BHCK 8765

BHCK 8771

BHCK B768

9

BHCK 774

BHCHK B776 HCK BY77 . BHCK B778
| 0 I 0 I

-

BHCK B782

BHCK BY93 BHCK B784

BHCK B7895

BHCK, B796

<,

BHCK B77 IBHCK BY8g BHCK 5732

11,

ol 0

BHCK BE00 BHCK BB BHCK B8D2 BHCK BBO3
0 0 0 0]12.

FRY-8C
Page 39
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Schedule HC-S—Continued
MEMORANDA

Dollar Amaunts in Thousands | BHCK [Bil

FRY-8C
Page 40

Ivit_|Thou |

1. Small business obligations transferred with recourse under Section 208 of the Riggle
Community Development and Regulatary Improvement Act of 1994;

a. Outstanding principal balance.

b. Amount of retained recourse or other seller-provided credit enhancements on {hese abligations as of the report date
2. Quistanding principal balance of assets serviced for others (Includes participations serviced for others):

a. -4 family residential mortgages serviced with recourse or other servicer-provided credit enhancements,
b. 14 family residential mortgages serviced with no recourse or other servicer-provided credit enhancements

t. QOther financial assets {1)

d. 14 family residential mortgages serviced for others that are in process
of foreciosure at quarter-end (include closed-end and open-end foans)

3. Asset-bracked commercial paper conduits:
a. Maximum amount of credit exposure arising from credit enhancements provided to conduit structures in the
form of standby tetters of credit, subardinated securities, and other enhancements:

{1) Conduits sponsared by the bank, & bank affiliate, or the bank halding company

{2) Conduits sponsored by other unrelated institutions

b. Unused eommitments to provide liquidily to conduit structures:
{1} Conduits sponsored hy the bank, a bank affiliate, or the hank halding company

{2} Conduits sponsared by other unrelated institutions

4. Quistanding credif card fees and finance charges (included in Schedule HC-3, item 1, column €)(2)

(1) Memoranduim item 2.¢ is to be completed if the principal balance of other financial assets serviced for others is more than $10 millian,

BBOG| - 0
B809 0
C407 0

M.3.a.01)
M.3.a8.02)

M3ab(1)
M.3.b.(2)
M.4,

(2) Memorandum item 4 is ta be completed by [1) bark holding companies that, together with affiliated institutions, have outstanding credit card receivables (as defined in the instructions) that exceed $500

millien as of the report date or (2) bank holding companies that on & consolidated basis are credit card specialty holding companies {as defined in the instructions}.
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Notes to the Balance Sheet—Predecessor Financial ltems

For bank helding companies involved in a business combination{s) during the quarter, provide on the Iines below quarterdy average information for any
acquired company(ies) with aggregated assets of $10 hillion or more or 5 percent of the reporting bank holding company's total consolidated assets as
of the previous quarter-snd, whichever is [ass.

Dellar Amounts [0 Thousands

[BHEC[BH _[Mil o
1. Average loans and leases (net of Uneamed INCOME).....ovcovveree e cesesereeeeresnanes 3518 NJA | 1.
2. Average earning assets . 3402 N/A | 2.
3. Average total consolidated assets 3368 NIA | 3.
- 4, Average equity capital.........cccceceeever e e —————— , 3519 NfA |4,

Notes to the Balance Sheet—Other

Enter in the lines provided below any additional information on specific line items on the balance sheet or its supporing schedules that the bank holding
company wishes to explain, that has been separately disclosed in the bank holding company's quarterly reports to its shareholders, in its press releases,
or on Its quarterly reports to the Securities and Exchange Commission (SEC). Also include any transactions which previously would have appeared as
footnotes to Schedules HC through HC-S.

Each additional piece of information disclosed should includs the appropriate reference to schedule and item number, as well as a description of the
additional information andg the dellar amount (in thousands of dollars) associated with that disclosure,

Example

A bank holding company has guaranteed a new loan for its levaraged Employes Stock Ownership Plan {ESOP) for $750 thousand and that amount has
increased the bank holding company's long-term unsecured debt by & matarial amount. The bank helding company has disclosed that change to its
stockholders and to the SEC. Enter on the line item below the following information:

IBHeklBt  IMil  [Thou |
Sch. HC, item 16, New loan to holding company's ESOP guaranteed | e IR

by bank holding company | S R
{ ooon] [ [750 |

Notes to the Balance Sheet—Other
’ Dallar Amount in Thousands

TEXT
1. 15356

B031 NIA | 10.

3103



Notes to the Balance Sheet—Other, Continued

FRY-9C
Page 42

Doll_ar Amounts in Thousands
IeHcklsi il how

TEXT]

13. |B034

| Bo41]

NiA
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Remarks

Enter in the lines provided below any additional remarks you may have.

TEXT4768

[
|
[
|
L

[
|
[
|
|
[
[
{
E
[
|
I
|
1
{
{
[
[
[
[
[
|
|
[
|
|
[
[
[
L
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Board of Governors of the Federal Reserve System Bxpires Fepruary 28, 2011

Parent Company Only Financial Statements
For Large Bank Holding Companies —FR Y-9LP

Report at the close of business as of the last calendar day of the quarter

This Report is required by law: Section 5(c) of the Bank Holding When such bank holding companies are tiered bank holding
Company Act (12 U.5.C. 1844) and Section 225.5(0) of Regulation Y companies, separate reports are also to be filed by each of the
[12 CFR 225.5(b)). : subsidlary bank holding companles. The Federal Reserve may not

conduct or sponsor, and an organization (or a person) 1s not required
This report form is to be filed by the parent company of large bank to respond to, 2 collection of information unless it displays a currently
holding companies. For purposes of this report, large bank holding valid OMB control number.
companies are bank holding companles with total consclidated assets
of $500 million or more, or bank holding companies that meet certain
criteria, regardless of size.

NOTE: The Parent Company Only Financlal Statements for Large Date of Report:

Bank Holding Companies must be slgned and attested by the Chief mber 2
Financial Officer {CFO) of the reporting bank holding esmpany (or by g;mﬁeoatge\rei?éHﬁgggssj
the individual performing this equivalent function).

1, the undersigned CFO {or equivalent) of the named bank helding
company, attest that the Consolidated Financial Statements for Large
Bank Helding Companies for this report date have been prepared in
conforrmance with the instructions issued by the Federal Reserve
System and are true and correct to the best of my knowledge and
belief.

}Lawrence V. Sprengen, Saenior Vice Pragident & CFO | |W. T.B. Financial Corporation
Printed Mame of Chief Financial Officer {or Equivalent) (BHCP C490) Legal Title of Bank Holding Company (TEXT 9010)

[P0 Box 2127 {
Street! P.O. Box (TEXT 9110)
(Mailing Address of the Bank Holding Company)

Signature of Chief Financial Officer {or Equivalent)

i
Date of Signature [Spokane ] A [29210-2127 |
City (TEXT 9130) State (TEXT 2200} Zip Code (TEXT 8220)

Bank holding companles must malntain in their files a manually signed ang attested printout of the data submitted.

Person to whom questions about this report should be directed: -

|Laura Gingrich, Vica President |

Name / Title {TEXT 8801}
For Federal Reserve Bank Use Only

|
R5SD ID Area Code / Phone Number (TEXT 8802)
C.1. S.F :

FAX Number (TEXT 9118)

|Lgingrichéwatrust.com |
E-mall Addrass of Contact {TEXT 4088)

Public reperting burden for this Information colleclion is estimated lo vary from 2 to 13.5 hours per response, with an average of 5.25 hours par responsa, ncluding time (o gather
and maintain data in the required form and te review insiructions end complete the information coliection. Comments regarding this burden estimate or any ather aspedt of thia
information collection, indluding suggestions for reducing the burden, may ba senl to Secrelary, Board of Govenment of the Faderal Reserve Systam, Washinglon, [.C. 20551,
and tg thie Office of Managament and Budget, Papsrwark Reduction Project {7 100-0128), Yashington, D.C. 30503,



W.T.B. Financial Corporation For Federal Reserve Bank Use Only FRY-SLP
- RSSD Number Page 1
Name of Bank Holding Company C.l. SF 9
Parent Company Only Financial Statements
for Large Bank Holding Companies
Report at the close of business _September 30, 2008
Report the Income Statement on a calendar year-to-date basis.
Schedute PI—Parent Company Only Income Statement
Dollar Amounts [n Thousands
1. Operating Income: [BHcrlan M Jrhou |
. Income from bank subsidiarles and associated banks, excluding equity In )
undistributed income:
{1) Dividends. rerreeeeaerereatesTrnre bt s st e nenat s e S rE R e ST AR s e sr e 0508 12,500 1,a(1)
{2) Interest 0512 .0 |1.af@®
{3) Management and service fEes.....vvvccccecrr v 515 0 |1.a(3)
LG Y0 11 L= P 318 0 |1.a{4}
{5) Total (sum of itemns 1.8(1) through §.8[4)).....cerrveerrrrreeer s s s e s 0520 12'?'{0\:, 1.a{5}

b. Income from nonbank subsidiaries and associated nonbank Dompanies exclud]ng
equity in undistributed income:
{1) Dividends

{2) INEBIESE. cvvrrssvecermrense s st erer s s s s adsa st e r b s st e e e e s b st s e e s an e sasn e n e e

{3) Managzment and service fees......vvvvvcecercveerrrnenens
{4) Other...........

{5} Total (sum of items 1.b(1) through 1.b{4))

¢. {This item Is to be completed only by bank holding companies that have
subsidlary bank holding companies or associated bank holding companies)
fncome from subsidiary bank holding companies and assoclated bank holding
comparnies, excluding equity in undistributed income:

{1} Dividends.
(2} Interest........

(3} Management and service fees,

(4) Other.
(&) Total {sum of items 1.c{1) through 1.6{(d)) e

d. Securities gains/losses)........

e. All other operating income........ccoe v

f. Total operating income (sum of items 1. 3(5}, 1 b(5), 1.6(8} 1 d and 1.¢)

2. Operating expense:
a. Salaries and employee benefits

b. Interest expense -
¢. Pravisions for loan and 1eass [08585........vvevvceevveesvnnans

d. All cther expenses

e, Total operating expense (sum of items 2.a thmugh 2.d)
3. Income (less) before taxes and undistributed income
(iten 1.f minus itemn 2.€)......... et ereereaeareaenreseEeasenreEnnan e bR R PRAr A 0a

4. Applicable Income taxes
5, Extraordinary items, net of tax effect SRR OT PO

8. Income (loss) befare undistributed income of subsidiaries and associated companies
(sum of itern 3 and § minus item 4)....

7. Equity in undistributed Income (losses) of subsidiaries and associated wmpanles
a Bank

B, NOMBANK....ooie sttt e

¢. Subsidiary bank holding companies.....
8. Net Incema (loss)(sumn of items €, 7.a, 7.b, and 7 r\

386 | 1.e.

12,886 | 1.f.

3156 17,861 [ 7.a.
3147 0]7b,
3513 0]7.c
4340 28,365 |8

3f02



FRY-9LP

Page 2

Schedule Pl—Continued
MEMORANDA

Dallar Amounts in Thousands

BHCR[BI Ml {Thou
1. Noncash items Included in operating expense et 4647 1,013 | M. 1.
2. Loan and [ease financing receivables charged-off...... g : 4835 0 M2
3, Loan and |ease financing recelvables recoveries. bbbt eee e enee e er e ' 4605 0 [M.3.
4. Interest expense paid to special-purpose subsidiaries that issued trust preferred v : o

securities (included in item 2.d @DOVE)........cccor e lﬂ M.4.

Memorapdum item 5 is to be completed by bank holding companles that bave efected
to account for financial instruments or serviclng assets and Habilities at fair value
under a falr value option.

5. Net change in fair values of financlal instrurnents accounted for under a fair value

option re eeaEEeE e eamereaeaeee e rErAR e e P AR OO E A Hana 2 ed SO be et A A e ReTeR e e eEnEnseR TR eRearre rarana




Instructions must be reviewed as this Schedule requires negative entries for certain reported ftems.
Schedule PI-A —Cash Flow Statement

FRY-2LP
Page 3

Dollar Amounls In Thousands

Part . Cash Flows from Qperating Activities;

Net income (joss) (must'equal Schedule PI, tem 8)....
Adjustments to reconcile net Income to net ¢ash provided by operating activities:

a. Provision for deferred income taxes.....
b. (Gain) or loss on sales of assets.......
¢. Equity in undistributed (eamings) losses of subsidiaries
d. Equity in extraordinary items of subsidiaries
£. Net change in other TablitEs.. oo
f. Netchange in olher assSets. ..o imnen.

Q. OHEE, NBL et s e s

h. Total adjustments (sum of items 2.2 rough 2G5 et
Net cash provided (used) by operating activities (sum of Part |, items 1and 2.h}

PP T LI TP ERS)

Part Il. Cash Flows from Investing Activitles:

@ N @ kDA

Purchases of held-to-maturity and avaitable-for-sale secuiities.
Sales and maturities of held-to-maturity and available-for-sale securities........cmenene

Payments for investments in and advancas to SUDSIIAMES 1vvsnvsaarseererersarserssasssssmssssssnses sass sss nmmesscnssess s
Sale or repayment of investments in ang advances to SUDSIHIRMES o v1en e rrrrsrersicssssarin smssaersissnssserpmessssasss
OUtlaYS (O BUSINGSS BOQUISTIIONS. . 1vvrerrirrssiesssssissrsscames i s g s
Proceeds from business divestitures........... bt

OEHEE, M8 t1euiesirsirsretsessecorerssrass o101 14840 b b v nE SRR S pp by sE S R4

Net cash provided {used) by :nvestlng activities (sum of part11,items 2,4, 6 ant 7

MINUS H2MS 1, 3 AN 5)erereeee e s r s s s s b b b

Part [Il. Cash Flows from Financing Activities:

©®m NG n ke

-
(=]

12,
13

Net change in purchased funds and cther short-term borrowings.
Not applicable

Proceeds from advances from subsidiaries
Repayment of advances from sUbSIBANES ...ttt

Proceeds from issuance of long-term debt

Repayment of long-term debt ey
Proceeds from issuance of common stock

Payment to repurchase COMMON SIOCK. ..o erisisss s vt
Proceeds from issuance of preferred stock R

. Payment to repurchase preferred stock et ———
11.

Dividends paid........ S S
ORET, ML cce e rreeearer s isen s s s s s s
Net cash prowded {used) by financing activities (sum of Partill, tems 1, 3, 5,7, 9,

and 12 minus itermns 4, 8, 8, 10, 8Md 11 e sttt

Part IV. Cash and Cash Equivalents:

1.

2.
3

Net (decrease) increase in cash and cash equivalents {sum of Part 1, iter 3, Part Il
item &, and Part lll, item 13).....

Cash and cash equivalents at BegiNNINg of YEaT. ... e
Cash and cash equivalents, current year-to-tate (sum of Part IV items 1 antd 20

3613 {17,861) [2.c.
3614 gl12d.
615 1,300 |28,
2616 480 |21
3617 1,008 |2.g,
3618 {15400] | 2.h.
3619 13,365 | 3.

Dollar Amounts In Thousands

BHCP)

[ Mil | Thou

6552

G587

6571

6573

F737

F817

(=1 =1 £=1 k=1 L=] =4

5588

6589

Moe o Ao N

(39} 8.

Dollar Amounts in Thousands

BHCP

| mit | Thou

Fg18

ry

=1 k=1 £=] =] L=] k=)

{14,561) |12

Deltar Amounts in Thousands

lece] Eil I Mil |Th0u|

. . '

{1,285} | 1.
6773 5,145 | 2.
&775 3,860 | 3.
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Schedule PC — Parent Company Only Balance Sheet

Dallgr Amounts In Thausands

ASSETS
1. Cash and balances due from depository institutions:
a. Balances with subsidiary or affiliated depository institutions.....
b. Balances with unrelated depository INSHIUHONS. ... e s
2. Securities:
A, LS. TrEASUIY SEOUMMIES e rrvrcs e eeurereees mreesnmseesne s sseas s er s o eSS s s
b. Securities of U5, Government agencies and oorpcratlons and securities issued by
states and political subdivisions
c. Other debt and equity securities.
3. Securities purchased under agresments to resell
4. Loans and lease financing receivables:
A, LOANS. oeeeeee et v s s s e
{1) To U.S. addressees {dumlcnle)
(2) To non-L.S. addressees (domlf‘"‘:‘) -----------------
b. LESS: Uneamed income on l0ansS....... v evnnees .
c. Loans, net of unearned incore (sum of items 4.a(1) and 4.a{2) minus Item 4.5)....cccmmmmi e
d. Lease financing receivables, net of UNEamMed iNCOME v i s
e. LESS: Allowance for 10an and 18886 I0SBES.........vceviees e
f. Loans and leases, net of unearned incoma and allowance for loan and lease losses
{sum of tems 4.6 and 4.d MINUS BR8] s s
5. Investments s and recelvables due from subsidiaries and asscclated companies
{from Schedule PC-A, e #). e s Lerreeriseerrastese e eann e sennemn e
6. Premises ang fixed assets (including capitalized 18ESES) i s s
7. Intangible assets (other than reported in item 5 above):

T 1o Ta1 | P, . 3163 0 7a.

b. Mortgage Servicing aSsets...........mirmrrinnes 3164 075

¢, Other identifiable intangibles. . - 13165 0] 7.c
8., Other assels. e e e 2160 8.
9, Balances due from related institutions, other than investments: i

a. Related banks..........co.c. . 3602 8.a.

b. Related nonbank companies. . 3603 g.b.

¢. Related bank holding COMPANIES.....ccoceee ettt 3604 0} 8
10. TOTAL ASSETS {sum of items {.a through 2 and 4.fthrough 9.c oo =) [OOSR 2170 332,661 [10.

3101
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Page 5
Schedule PC — Continued
Dollar Amourids In Thousands
LIABILITIES AND EQUITY CAPITAL BHCP|BIl  [MiI  [Fhou
11. Deposits. | 2200 2111,
12. Securities sold under agreemEents 10 TEPUICHASE.. .c.vvu e ceeec e serr e s et s se e encas sessseanes 0279 0|12

13.

14,
15.
16,
17.
18.

19,

20.

21.

Borrowings with a remaining maturity of one year or less:
a, Commercial paper

b. Other borrowings

Other borrewed money with @ remaining maturity of more than one year.....
Not applicable

Subordinated notes and debantures (1)

Other liabilities....

Balances due to subsidiaries and related Institutions:

a. Subsidiary banks

B, NONDanK SUBSIAIAMES. ... e crcrmrsereres s crerm e em e e srrmesesasas e assaeres sesesasassessnanas

¢. Related bank holding companies

Not applicatle
Equity Capital:
a. Perpetual preferred stock (Including refated surplus)..............

b. Common stock (par value)
¢. Surplus {exclude all surplus related to preferred stock)

d. Retalned earnings.

&, Accumulated other comprehensive income (2)
f. Other equity capital components (3)

g. Not applicable,
h. TOTAL EQUITY CAPITAL (sum of items 20.a through 20.1)...

TOTAL LIABILITIES AND EQUITY CAPITAL (sum of items 11 through 20}.......

MEMORANDA

(m

Memoranda ltems 1.3 and 1.b are fo be completed by bank holding companies that
frave efected to account for financlal Instruments or servicing assets and liabifitfes
at falr value under a fair value option.

Financial assets and liabillties measured at fair value:

a. Total assels

b. Tota! liabilities.

Includes limited-life preferred stock and related surplus.

o :
2308 I EE Y
2332 0]13.b.
0368 0|44,

0 |20.a.

5,000

32,665

334,556

{17,664)

{23,980)

330,577

332,661
T

M.1.a.

M.1b.

(2) Includes net unrealized holding gains (losses) on available-for-sale securities, accumulated net gains (losses) on cash flow hedges,
cumulative forelgn currency translation adjustments, and minimum pensien liability adjustments.

®

Includes treasury stock and unearned Employee Stock Ownership Plan shares.
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Page &
Schedule PC-A — Investments in Subsidiaries
and Associated Companies
Doltar Ameunts in Thousands
1. a. Equity investments in bank subsidiaries and associated banks: BHCP] Bil I Mil |Thcu
{1} Common and preferred stock (net of amount reported in item 1.a({2)) 3239 323,937 | 1.a(1)

(2) Intangible assets:
{a) Goodwill,

{br) Other identifiable intangibles......

b. Nonequity investments in and receivables due from bank subsidiaries and associated
banks:”
{1) Loans, advances, notes, bonds, and debentures

{2) Other receivables....

2. a. Equity invastments in nonbank subsidiaries and assoclated nonbank companies:

{1} Gommon and preferred stock {net of amount reported in #em 2.a(2)). ..o e s e

{2} Intangible assets:
(2) Gaadwill

(b) Other identifiable IMANGIDIES. ... .o e

b. Nonequity investments in and receivablas dug from nonbank subsidiaries and
agsociated nonbank companies:
(1) Loans, advances, notes, bonds, and debenturas..........ccccceeeeeee.

(2) Other receivables

3. (This item |s to be completed only by bank holding companies that have
subsidiary bank holding companies or associated bank holding companies}
a. Equity investments in subsidiary bank holding companies and assoclated bank

holding companies:

{4) Common and preferred stock (nat of amount reported in HEM 3A(2)). . ceeveeerescerreescerrersnessens e

{2) Intangible assets:
{2} Goodwill

(b) Other identifiable intangibles

b, Nonequity investments in and receivables due from subsidiary bank holding companies
and associated bank holding companies:

{1) Loans, advances, notes, bonds, and debentures.........vce e e s e,

{2} OHher reCRIVADBIES ..o e et et s et ne e e e e s e s

4. TOTAL (sum of items 1 through 3} {must equal Schedule PC, item 5) e

0533 0 11.b{1)

0534 0 |1.b(2)
0 12.a(l)
oos7l 0 [2.a(2)(a)

2.a(2)(b)

0537] 0 ]2.601)
0538 0 ]2b@)

[z walsam
=

NIA ]3.a(2)(a)

0203 NIA [3.2(2)(0)

8

0204 NiA | 3.5(1)
0205 NiA | 3.6(2)
T

0385 323,937 [4.

6107
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Schedule PC-B —Memoranda
Daller Amaunts in Thousands
1. Amount of assets scheduled to mature within one year (including contractual payments BHCPIBI Wil frhou
ta be repaid within one year) ' 0543 4,159 | 1.

2. Amount of borrowings included in Schedute PC, ltems 16 and 18 that is scheduled to

mature within one year (exclude short-term debt)......

3. Amount of liabilities (other than borrowings} scheduled to mature within ene year

(including any contractual payments to be repaid within one year})...

4. Amount of borrowings from unaffiliated parties guaranteed by the parent with respact to

the following subsidiaries:
a. Bank

b. Nonbank.........

¢. Related bank holding companies

5. Borrowing by the parent from subsidiaries and asscclated companies {included in

Schedule PC, item 18):
a. Bank

B, HONBanK.........oceveericce s s s

. Related bank helding companies

€. Long-term debt that reprices within one vear.

7. Loans and lease financing receivables of the parent:

a. Past due 90 days or more and still acerding.
b. Nonaccrual status

8. Loans and leases of the parent restructured in compliance with modified terms

9. Not applicable
10. Pledgad securities (1} ...

11. &, Fair value of securities classified as avanlab]e-for sale in
Schedule PC, items 2.a through 2.c...

b. Amortized cost of securitles classified as held-to-maturity In

Schedule PC, itams 2.a through 2.c.,.
12. Balances held by subsidiary banks of the bank holding company due from;

a. Other bank subsidiaries of the bank holding company.
b. Nonbank subsidiarigs of the bank holding company.

13. Balances held by subsidiary banks of the bank holding company due to:
a, Other bank subsidiaries of the bank holding company

b. Nenbank subsidiaries of the bank holding company..

14. Bank holding company {parent company cnly} barrewings not held by financial

institutions or by insiders (including directors) and thelr Interests.

15. (To be completed only by the top-tier bank holding company for its consclidated

nonbank and thrift subsidiarles)
a. Total combined nonbank assets of nonbank subsidiaries.......

b. Total combined loans and leases of nonbank subsidiaries.....

¢. Total aggregate operating revenue of nonbank subsidlaries

d. Combinad thrift assets Included in 15.a......

e. Gombined foreign nonbank subsidiary assets included In 15.a

f. Number of nenbank subsidiaries included in 152l

g. Number of thrifi subsidiaries included in 15.d....

h. Number of foreign nenbank subsidiaries included in 156
16. Notes payable to special-purpose subsidiaries that

issued trust preferred securities (included

in Schedule PC, item 18.b and tem 5.b above)

0467 .
1274 &.b.
0539 0] 5¢c
3288 0] s
1407 0] 7a
1403 0] 7b
1616 0] s

....... 4778 U |15.a.
................ C427 0 |is.b.
G428 B [15.¢c
2792 0 J15.d.
2793 015,
MUMBER {UNROLINDED)
2794 o[ F
2706 0
2841 D

{1} Includes held-te-maturity securities at amortized cost and available-for-sale securities at fair value.
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Notes to the Parent Company Only Financial Statements .

Enter in the lings provided below any additional information on specific line itams on the financial statements that the bank helding company wishes to
explain, that has been separately disclosed in the bank holding company's quarterly reports to its shareholders, in its press releases, or on its quarterly
reports to the Securities and Exchange Commission (SEC).

Also include any transactions which previously would have appearad as feotnotes to Schadules P! through PC-B.

Each additiona!l piece of information disclosed should Include the appropriate reference to schedule and item number, as well as a description of the
additional information and the dollar amount {in thousands of dollars) associated with that disclosure.

Example

A parent bank holding company has guarantead a new [oan for its leveraged Employae Stock Qwnarship Plan {(ESQP) for $500 thousand and that
amount has increased the parent company’s long-term unsecured debt by a material amount. Enter on the line item below the following information:

FrEXT] BHCPJBIL__ [Mil_ [Thou |
3000 § Sch. PC. itern 14, New loan to holding com s ESOF puarantesd : i

by bank holding company parent S a i e b
| 0000 | { 500

Notes to the Financial Statements

Dollar Amount in Thousands

[Thou |

EXT| BHCPIBil Ml
1}5485 RENS

5485 | NIA | 1.

3101
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Remarks

Enter in the lines provided below any additional remarks you may hava.
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