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Financial Highlights

(dollars i thousands, except per share data) 920045 9004 Change
Income Data:

Net Interest Income $ 84,798 $ 74,628 14%

Net Interest Income (Tax-equivalent Basis) (1) 88,081 77,490 14%

Net Income 22,000 27,339 (20%)
Per Share Data:

Net Income - Basic $ 2.40 S 3.26 (26%)

Net Income - Diluted 2.24 3.01 (25%)

Cash Earnings - Diluted 2.32 3.07 (24%)

Book Value 27.60 25.62 8%

Tangible Book Value ) 17.07 17.67 (3%

Cash Dividends 1.00 0.85 18%
Average Balance Sheet Data:

Loans $ 1,840,075 $ 1,530,388 20%

Earning Assets 2,477,546 2,144,036 16%

Total Assets 2,717,063 2,338,445 16%

Deposits 2,050,603 1,747,364 17%

Shareholders’ Equity 261,629 210,686 24%
Key Ratios:

Return on Average Assets 0.81% 1.17%

Return on Average Equity 8.41% 12.98%

Return on Average Tangible Equity (2) 13.96% 19.52%

Net Interest Margin (Tax-equivalent Basis)(1) 3.54% 3.60%

Efficiency Ratio 58.1% 56.1%

Tangible Efficiency Ratio (Tax-equivalent Basis) (1) (2) 54.8% 53.2%

Average Loans to Average Deposits 89.7% 87.6%

Nonperforming Assets to Total Assets (3) 0.21% 0.25%

Allowance for Loan Losses to Loans 1.98% 1.22%

Net Charge-offs to Average Loans 0.20% 0.18%

Average Equity to Average Total Assets 9.63% 9.01%

Tier 1 Leverage Ratio 7.65% 7.63%

Dividend Payout Ratio 43.6% 26.5%

(1) Fully taxable equivalent (TE) calculations include the tax benefit associated with related income sources that are tax-exempt using a marginal tax rate of 35%.
(2) Tangible calculations eliminate the effect of goodwill and acquisition related intangible assets and the corresponding amortization expense on a tax-effected basis where applicable.
(3) Nonperforming Assets include nonaccruing loans, accruing loans 90 days past due, foreclosed assets, and Other Real Estate Owned

IBERIABANK Corporation is a commercial bank holding company organized under the laws of the State of
Louisiana with consolidated assets at December 31, 2005, of $2.9 billion. The lead bank for IBERIABANK
Corporation is IBERIABANK. At the end of 2005, IBERIABANK had 44 offices serving 13 parishes in
Louisiana. IBERIABANK and its predecessor organizations have served Louisiana customers for 118 years.
IBERIABANK Corporation is the second largest Louisiana-based bank holding company.



Breaking New Ground

As we reflect on one of the most fascinating years in Louisiana history, we remember a year
of unprecedented challenge and opportunity.

Our 2005 blueprint for success focused on growth. Through a strategic acquisition, de novo
branch development, and core deposit and loan growth, we continued to emerge as the
leading bank in the state.

We are well positioned to take advantage of the changing landscape and evolving dynamics
of our region. We believe that we possess the appropriate tools, extraordinary talent, and
energy necessary to continue to expand our franchise in a high quality manner.

One of the characteristics of our Company is the unique blend of being one of the oldest
financial institutions in the area (with a long history of strength and perseverance), yet agile
and innovative in meeting the needs of our clients. We are committed to continuing to build
on our solid foundation and breaking new ground for our future.

Mission Statement
Provide exceptional value based client service
Great place to work
Growth that is consistent with high performance
Shareholder focused

Strong sense of community
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Letter to Shareholders

Dear Shareholders,

The year 2005 will be remembered as a period of tremendous growth, change, adversity, and
opportunity for our constituents and our Company.

The year began with our focus on the consummation of our acquisition of American Horizons
Bancorp, a $252 million bank holding company based in Monroe, Louisiana. Nearly flawless
systems and branch conversions were completed after the merger was consummated on
January 31, 2005—in a record conversion time for our Company of only two weeks. The
assimilation of American Horizons' clients, associates, and shareholders is deemed complete,
and we are operating as the second largest financial institution in northeast Louisiana.

We experienced a very challenging interest rate environment throughout the year. The
Federal Reserve increased overnight borrowing rates at each of its last 14 meetings,
including eight times during 2005. Longer term interest rates remained relatively stable
during the year, resulting in a very flat yield curve during much of 2005. Flat yield curves
typically place significant pressure on the income that banks earn on the spread between
assets and liabilities. Despite the pressures of the challenging interest rate environment, we
demonstrated favorable balance sheet growth and interest rate risk management during the
year, resulting in core earnings improvement in 2005.

In August and September of 2005, two of the most powerful hurricanes on record slammed
into southern Louisiana only weeks apart, causing widespread damage to our communities.
While only minimal and temporary damage occurred to a handful of our branch offices, many
of our associates, clients, and shareholders experienced the full fury of Hurricanes Katrina
and Rita. The dislocation of over one million people and the massive rebuilding efforts now
underway provide both challenges and opportunities. We believe we are uniquely positioned
to assist in the rebuilding of southern Louisiana. As the second largest independent bank and
one of the oldest banks in the state, we have the resources, determination, and commitment
to assist our clients in rebuilding their lives and livelihoods.

Our unique approach to business allowed us to serve our clients in a constructive and
responsive manner. First, at nearly $3 billion in assets and $264 million in equity at year-
end 2005, we had the resources to weather the storms. Second, unlike many of our larger
competitors, we are consistently agile and flexible in assisting clients. Third, we remain in
close contact with our clients, so we can react quickly to client needs. Fourth, we have
the talent, skills, and experience that we believe are among the best in the industry. Fifth,
our broad coverage in many of the metropolitan markets in Louisiana provides geographic
diversity to ensure continuity of client service. Finally, we have the teamwork and culture
within our organization to ensure we are all working for one purpose—our clients.
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The efforts we undertook in 2005 to assist our clients and associates in rebuilding and
improving their conditions led to some very interesting opportunities for our Company. These
opportunities included strategic recruiting, strong deposit growth in our markets, a significant
branch expansion initiative, and outstanding core financial results in 2005.

Over the last six years, we have constructed a formidable team of experienced bankers.
During 2005, we added a total of 35 strategic recruits to the Company in varying disciplines.
Our recruiting efforts accelerated as the year progressed, as evidenced by the addition of
31 recruits since June 1, 2005. Included in this group were Market Presidents, commercial
relationship managers, private bankers, branch managers, mortgage executives, credit
support, director of retail sales, treasury management, investment sales, internal audit
manager, and other administrative/line capacities. We are very proud of the caliber and
depth of the team we have built.

We experienced significant deposit growth during 2005 as a result of many factors. Between
year-end 2004 and year-end 2005, total deposits climbed $469 million, or 26%. Approximately
41% of the deposit growth was associated with the American Horizons acquisition and
59% was internal, or organic, growth. The organic growth was driven by expanded client
relationships, new deposit product offerings, new clients, and hurricane-related deposits.
Retail clients accounted for 54% of the deposit growth, commercial clients 45%, and other
clients 1%. Insurance payments on hurricane-related losses appear to have been delayed,
and as such, are not believed to have been the driving force behind our deposit growth
through the end of 2005. Much of the deposit growth is believed to be commerce-related,
as opposed to insurance proceeds-related.

In response to the rapidly changing demographics in Louisiana, the flow of insurance proceeds,
and recruiting opportunities, we embarked on the largest branch expansion initiative in the
118-year history of our organization. One week after the passing of Hurricane Katrina, we
entered the Northshore market, an area north of New Orleans, with the opening of a full
service office in Mandeville. A few weeks later, we announced the purchase of land and
modular banking units to be deployed in Lafayette, Broussard, Baton Rouge, Covington,
Slidell, Houma, LaPlace, and New Orleans. The first modular unit opened in Broussard in
October 2005, and six additional modular branches are slated for completion during 2006. In
January 2006, we announced our intention to construct two additional banking facilities in the
Shreveport/Bossier City market. Once fully completed, the announced branch expansion
initiative will have increased our branch distribution system by 35%, and we will serve 18
parishes in Louisiana. While many financial institutions in Louisiana appear to be retrenching
and focusing on internal issues, we are rapidly growing our franchise to better serve clients.
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We believe our expansion plans are well designed, consistent with our methodical and
opportunistic philosophies, and distinctively creative. Our modular banking facilities have
the look, feel, and amenities of traditional brick-and-mortar branches, yet the cost to
build a modular unit is approximately one-third that of a traditional structure. We believe
this plan is a very cost effective approach to expand our distribution system to reach our
clients, prospects, and recruits. These targeted areas also serve as staging grounds for
the rebuilding of New Orleans and southern Louisiana, thus providing exceptional growth
characteristics. Completion of the build-out and execution on our blueprint for success
is well underway. As we have proven consistently since 1999, we have a penchant for
details, challenging goal-setting, and delivering high quality results. Our approach is
methodical and results oriented. As carpenters suggest, measure twice, but cut once.

We are very proud of our posture for future growth and the foundations set in 2005. We
delivered outstanding results during this period of weather and interest rate adversity,
and within the earnings guidance range we communicated in prior periods. For the full
year in 2005, we reported $2.24 fully diluted earnings per share (*EPS”). Excluding
one-time merger related costs associated with American Horizons ($0.04 EPS impact)
and one-time hurricane-related charges ($0.99 EPS impact), our 2005 annual EPS was
$3.27. This figure is within the EPS comfort range of $3.24 to $3.32 on a post-split basis
that was communicated to investors on July 21, 2004. This was the fifth consecutive year
that we delivered EPS results that met or exceeded the guidance ranges we provided to
the investment community.

While we are proud of the solid financial results delivered in 2005, our pride in our people
is paramount. Unlike many other industries, banking is a people business. Many banks
lose sight of this basic premise and instead focus on efficiencies gained by treating clients
and associates in a mathematical, segmented, and transaction-driven approach. Our
culture and business model are distinctive in our focus on people and relationships. This
differentiation was evident following the hurricanes, as we demonstrated compassion for
our associates and single-minded focus on assisting our clients in their time of adversity.
While many other hurricane-affected financial institutions appeared indifferent to
associates and clients, we highlighted the value of a relationship and a living mission
statement.

Our mission statement is designed to provide a beacon of cultural direction to the
Company’s constituents—associates, leadership team, board members, clients,
and communities. Many companies draft a mission statement and then put it on the
shelf, never fully utilized or understood. The true value of a mission statement is
tested during periods of adversity and change. It is during these periods that people
anticipate, observe, understand, and participate in the reactions of a company toward its
constituents. We are proud of the manner in which our associates proactively embraced
the founding principles of our mission statement during the challenges we faced in 2005.
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Our proactive approach to communicating with our clients, associates, and investors was
perhaps predictible and that has the markings of a well understood culture and meaningful
mission statement.

It is said that luck happens when preparation meets opportunity. We have many reasons
to be grateful for our favorable position, but we have much work ahead of us. Our efforts
over the past six years in rebuilding the company, from the ground up, reducing our risk
exposures, expanding our geographic diversity, and focusing on assisting and growing high
quality clients has provided an excellent foundation for current and future growth. We are
uniquely positioned to lead in the local rebuilding effort and to expand shareholder value.

Thank you for your continued support and confidence.
Sincerely,

DA /18

Daryl G. Byrd
President and Chief Executive Officer
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Chairman’s Letter to Shareholders

Dear Shareholders,

Louisiana was thrust into the national spotlight in August in a manner never envisioned. While
the national populace observed both the magnificence of human compassion and sacrifice,
they also witnessed the depth of human frailty and despair. We greatly appreciate the
generosity and kindness demonstrated by people throughout the country that assisted, and
continue to assist, in the recovery and rebuilding of the areas affected by the hurricanes. The
people of Louisiana are known for their joy of living, resilience, and strength. The rebuilding
process, deemed the “largest reconstruction efforts the world has ever seen,” will take many
years to complete. We plan on being an integral part of rebuilding the lives of individuals
impacted by the storms and participating in the growth opportunities in the affected and
surrounding areas.

Our Company demonstrated tremendous strength both before and after the storms, and
exhibited leadership throughout the period. | commend the actions taken by our Board of
Directors, leadership team, advisory boards, and associates in navigating the challenges and
opportunities presented during 2005. Our focus on conservatism, balance, strength, and
wise opportunistic investing served us well, while other financial institutions struggled.

For a number of financial institutions, this was a rebuilding year. For our Company, 2005 was
a period of growth and opportunity. By the end of 2005, we reached record levels of total
assets, total loans, total deposits, shareholders’ equity, and regulatory capital. We raised
the quarterly cash dividend paid to shareholders a record three times during the year to
$0.28 in the fourth quarter of 2005, an increase of 25% compared to the same quarter last
year. The rapid elevation in the quarterly cash dividend resulted in an increase in the dividend
payout ratio to 34%.

As further evidence of our confidence in the future prospects of the Company, we completed
a 5-for-4 stock split on August 15, 2005, to shareholders of record on August 1, 2005. This
was the first stock split in the history of our Company.

After careful consideration, analysis, and outside counsel, the Company decided on December
30, 2005, to accelerate vesting on previously unvested stock options. The logic behind this
decision was quite simple and supported by similar actions taken by at least 80 financial
institutions throughout the country. In summary, accelerated vesting resulted in a pre-tax
cost of approximately $0.5 million in the fourth quarter of 2005, but was overwhelmed by
the elimination of $6.5 million in pre-tax compensation expense over the next six years, or a
payback of 13 times the initial cost. This decision was further solidified as members of the
senior executive leadership team of the Company elected to forgo their bonuses in response
to the $0.5 million cost in 2005. In essence, at no current cost to the shareholders, the
Company was able to eliminate $6.5 million in future pre-tax expense.
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Our Board of Directors and our audit committee continue to monitor and ensure appropriate
controls and review processes are in place so that our shareholders can have confidence in
the reported financial condition and operating results of the Company. Similar to last year,
there were no material weaknesses noted at year-end 2005 regarding internal controls over
financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act of 2002.

We are very pleased with the tremendous depth and local market knowledge of our advisory
boards throughout the state. | would like to welcome our newest members, the charter
members of our Northeast Louisiana Advisory Board that joined us during 2005, many of
whom emanated from the acquisition of American Horizons.

Another welcome is in order—we welcome the signage and organizational changes that have
taken place at a number of our larger competitors. These competitors have decided a merger
with an even larger organization was in the best interests of their shareholders. We applaud
their shareholder focus, but at times the execution and assimilation processes are challenging.
Many clients do not accept radical change well. As the second largest independent financial
institution headquartered in Louisiana, we constantly seek to provide our clients a wonderful
relationship-focused banking option with decisions made close to the client.

As Board members, we recognize that we must maintain a strong fiduciary responsibility
to our shareholders. During 2005, the Company adopted additional changes that further
strengthen our resolve in good corporate governance. We appreciate your continued trust
in the Board of Directors of IBERIABANK Corporation and your support of the initiatives to
improve our Company and shareholder value.

Sincerely,

Q//J&Zz«

William H. Fenstermaker
Chairman of the Board of Directors
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Laying the Foundation

z‘\s we look back at the historical progress of IBERIABANK Corporation and embark upon a
journey of significant growth in 2006 and beyond, we are reminded of an interesting parallel.
The change of strategic direction in early 2000, the complete overhaul of the Company over
the next few years, and the resulting subsequent growth reminds us of the various steps
represented in the construction process.

Construction of any sound structure begins with careful planning, aesthetic architectural
design, and mathematical engineering. In February 2000, we formulated a blueprint
outlining the new strategic direction for our Company. These plans encompassed a dramatic
improvement in profitability driven by a significant change in our business model. We
envisioned a transformation of the balance sheet and operations of IBERIABANK from a
historically thrift-oriented institution into a high-performing commercial bank. We were told

by a number of investors that such a transformation is rarely successful.

Over the next few years, we methodically executed on those plans with precision. The
restructuring process required significant attention and resources. We replaced the load-
bearing infrastructure of the Company, including information technology, telecommunications,
facilities, processes, credit underwriting, and many other functions. We recruited exceptionally

skilled talent as the foundation from which to grow our franchise in a high-quality manner.
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Bridging the Gap

During the past six years, we overcame many hurdles, including radically different interest
rate environments. In late 1999 and early 2000, we experienced an overheating economy
and rapidly rising interest rates, with a brief yield curve flattening and inversion. Typically,
the profitability of financial institutions tends to suffer during periods of flat, or inverted, yield
curves, due to the typical financial practice of “borrowing short and lending long.”

Energy prices spiked up in late 2000 and, by early 2002, crude oil prices declined from around
$38.00 to a low of around $16.00 per barrel, placing some pressure on local energy-related
businesses. Short-term and long-term interest rates declined rapidly between late 2000
and 2003 to generational lows, as the national economy sputtered. The national economy
subsequently showed signs of improvement, and the Federal Reserve commenced a long
march of 14 consecutive rate increases. Short-term interest rates climbed rapidly in 2004
through early 20086, with lesser increases in long-term interest rates, resulting in a sustained
flat yield curve beginning in 2005. As we forewarned the investment community in May of
2004, many financial institutions began to report significant net interest margin pressures in
the second half of 2005 emanating from the flattening yield curve.

Since late 2003, energy prices skyrocketed, providing some local companies favorable

operating conditions. In addition, holders of mineral rights received an increase in cash
payments, resulting in a favorable impact on many local economies.

Short-Term and Long-Term Interest Rates
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Throughout the periods of rapidly rising and falling
interest rates, the changing shapes of yield curves, and
declining and escalating energy prices, our Company
has demonstrated consistent improvement.

Excluding the impacts of the one-time merger related
charges for American Horizons and hurricanes Katrina
and Rita, net income grew at a compounded annual
rate of 20% since 2000. Over the same period, fully
diluted earnings per share (“EPS”) climbed 14% on a
compounded annual basis.

Crude Oil Prices

Earnings growth of the Company since 2000
was driven by higher revenues, cost control, and
exceptional asset quality. Strong loan and deposit
growth and mix changes within those categories were
the primary drivers of revenue improvement during
the period. Between 2000 and 2002, the Company
experienced a significant change in the mix of loans,
as mortgage loans were replaced with commercial
and consumer-related loans.  Similarly, deposit
mix shifted from certificates of deposit (“CDs") to
transaction and money market type deposit products.
The combination of these mix
changes on both sides of the
ledger resulted in a significant
improvement in net interest

income and growth in capital that

was used, in part, to fund share

repurchase programs during that

period.

Since 2002, the Company has

$ Price Per Barrel (WTI Cushing)

experienced rapid growth in
both loans and deposits. The
growth in these categories

was the result of cultivating

current client relationships, the

addition of tremendous strategic
recruits, acquisitions of high
quality financial institutions, and
entrance into new markets within
Louisiana.

Source: Bloomberg

Natural Gas Prices We have consistently recruited
exceptionally talented individuals
- throughout the Company. As
100 fl evidence of this investment in
s12.00 talent, of the 154 individuals
E S1z0 N titled Vice President and above,
g‘ ::;:: fl | 65% joined the Company since
s s900 “ late 1999. These individuals,
g2  sum . \ and legacy associates, have
5 sm ALY v significant responsibilities and
g :::: /| - have contributed to the improved
o um returns and reduced risk elements
53.00 of the Company. Strategic hires
s200 i have been made in every market
o and in nearly all client support
functional areas.
PSS SFFTIIIIEELLEESSeseee e
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Trends in Average Loans and Deposits

Total Loans And Deposits ($ Millions)
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Converging Resources

Since year-end 1999, the Company has completed three acquisitions. Each of the transactions
provided improved shareholder value to IBERIABANK Corporation shareholders in many
ways. We recognize the importance of the strategic, cultural, and financial fit required of
acquisition candidates in order to improve shareholder value. Shareholders in the acquired
companies also recognized the unique operating characteristics of our organization and the
tremendous growth opportunities the combinations presented. Financially, the shareholders
of the acquired companies experienced meaningful improvement in value after the acquisitions
were announced. More importantly, these shareholders also received outstanding returns
since the acquisitions were completed. We have been very disciplined and opportunistic in
our approach to acquisitions.

Price Multiples At Announcement % Gain Between Completion And 2/9/06
Date Merger Market/  Price/ Deposit  Core Dep Announcement Share Price ~ Compounded
Acquisition Headquarters Announced Book Earnings Premium Premium To Completion  Improvement Annual Growth
Acadiana Lafayette Sept. 23, 2002 1.68 20.2 141% 19.1% 5.6% 77.9% 20.5%
Alliance Baton Rouge Nov. 17, 2003 1.60 33.3 9.9% 10.9% 0.8% 29.7% 13.3%
American Horizons Monroe Sept. 29, 2004 2.08 18.5 12.8% 17.4% 4.6% 16.1% 13.7%

New market entrance and de novo branch expansion have provided significant loan and
deposit growth opportunities. In addition, we have worked aggressively since late 1999 to
improve our branch infrastructure. Since late 1999, we:

opened 10 new branches,

acquired 12 branches as a result of acquisitions,
closed or consolidated 18 offices,

sold one branch office,

completed five significant facility realignments,
opened seven mortgage loan production offices, and

entered three new markets.
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Stepping Up

[n October 2005, we opened our first new modular office in Broussard, a suburb of Lafayette.

IBERIABANK has the leading deposit market share in Lafayette and the surrounding Acadiana

area.

Lafayette Parish officials estimate the population in the Lafayette market swelled

approximately 14% as a result of the massive dislocation of people and businesses from

New Orleans to surrounding areas due to Hurricane Katrina in late August 2005. Officials

estimate this migration was equivalent to 15 years of traditional population growth in a one-

week period. As evidenced in the chart below, the Lafayette MSA is projected to be one of

the fastest growing markets in the Southern United States.

Selected Southern MSAs — Projected Population Growth 2005-2010

Metropolitan Statistical Area
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Myrtle Beach, SC
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Phoenix, AZ
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Orlando, FL
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Fayetteville-Springdale, AR
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The Northshore of New Orleans is an area encompassing St. Tammany and Tangipahoa
Parishes.

St. Tammany Parish possesses outstanding demographics and is one of the fastest growing
parishes in the state of Louisiana and one of the fastest growing communities in the nation.
Its proximity to New Orleans, transportation accessibility, low business costs, availability of
labor, superb school system, low crime rate, and first-rate medical facilities make it noteworthy.
More than 19% of the population have an average household income greater than $50,000.
(The average national income in 2004 was $33,000 and $27,000 in Louisiana.)

Following Hurricane Katrina, the Northshore became an immediate resettlement area and a
staging ground for the rebuilding of New Orleans. Local officials estimate that the population
of St. Tammany Parish increased 28% and Tangipahoa Parish increased 16% as a direct
result of the hurricane.

The Northshore community is striving to keep up with the new demand for jobs and housing.
Nearly 1,000 new businesses opened between August 30th and December 31st, 2005, a
55% increase over the same time period in 2004. Commercial growth in the fourth quarter of
2005 accelerated with 54% more permits issued compared to the fourth quarter of 2004.

Housing sales soared as well in the fourth quarter, as the average number of single-family
homes sold climbed 76% compared to the same period in 2004. Year-to-date home sales
were 60% ahead of unit sales for the comparable period in 2004. Total dollar sales volume
doubled in fourth quarter 2005 compared to fourth quarter 2004. The average price of a
house sold in 2005 increased 15% compared to the prior year.

Fourth quarter retail sales were up a staggering 63% over 2004 and, for the entire year of
2005, the retail sales totals were ahead of 2004 by 20%.

We believe our investment on the Northshore leverages our opportunities for growth in one
of the fastest growing and most affluent markets in the state.

Baton Rouge officials estimated the city experienced a population increase of at least 50%
immediately after Hurricane Katrina. The infrastructure of the city was stress-tested under
the conditions of massive population inflows. Since the acquisition of Alliance Bank in Baton
Rouge in February 2004, we have doubled the size of our franchise, and it continues to be
one of our fastest growing markets. Our new Baton Rouge main office opened in February
2005, replacing the former office of Alliance Bank. An additional Baton Rouge modular
branch office opened in early 2006 on Coursey Boulevard. We have plans to open three
additional offices in that market by year-end 2006.
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During 2005, we added significant talent to our Shreveport office in our commercial, private
banking, and treasury management areas. This office turned incrementally profitable during
2005, less than a year after opening. To supplement our product offerings in the Shreveport/
Bossier market, we opened a mortgage loan production office in late 2005. During 2006, we
also announced our intention to expand further in that market.

In northeast Louisiana, the acquisition of American Horizons was completed on January 31,
2005 and two weeks later, the operating and branch systems were converted in a nearly
flawless manner. The clients, associates, and shareholders of American Horizons have been
graciously welcomed and assimilated into the IBERIABANK family and culture. During 2005,
the Company broke ground on a new regional headquarters in Monroe that will replace two
current offices in the area. Completion of this new facility is slated for 2006. As a result
of lessons we experienced directly, or observed from other financials institutions that were
impacted by the hurricanes, the Company announced plans to enhance redundant operations
capacity. In particular, we will be developing comprehensive redundant operations and
technology functions in north Louisiana during 20086.

Beyond the new offices in Broussard, Baton Rouge, Shreveport, and Monroe, we also opened
additional offices in early 2006 in the neighboring community to New Orleans of Houma and
in ElImwood, a suburb of New Orleans. We plan to open two more modular branches in
communities near New Orleans, LaPlace and Slidell, during the year. Like the other modular
facilities we are deploying, these units are cost-effective, full-service distribution offices
intended to expand our geographic reach and serve our growing client base.

Our commitment to exceptional client service goes beyond branch facilities. In early 2006,
we launched an enhanced client service culture initiative based on best-in-class research
and analysis on retail financial institutions. The focus of the initiative is to improve the
client, associate, and branch experience. We are very excited about the opportunities and
improvements that we can share with our clients. Another initiative implemented during
2005 was a radical overhaul of our website. Using a classic construction analogy, we “did
a tear-down and rebuilt it from the ground up.” We are very excited about the improved
site. We encourage you to visit and learn more about our Company and product offerings at
www.iberiabank.com.
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Windows of Opportunity

An area that the Company has historically not emphasized is construction and land
development lending. This is an area that many banks have relied upon the past few years
for loan growth and revenues. The national housing market is beginning to show signs of
weakness. Some pundits suggest the national housing market may be a “bubble waiting
to pop,” and this is most prevalent in rapidly escalating markets. As a result, our Company

currently has extremely small exposure to this lending.

R
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As indicated in the charts below, many banks, including local peers, invested greatly in this
category of lending. These banks also historically relied on construction and land development
loans to fuel the majority of their loan growth. If the national housing market declines, these
banks are susceptible to losing a primary source of revenue generation.

% Change in Construction and Land Development Loans Through 3Q-05

[H Since 3Q-04
[l Since 2Q-03

% Change in Construction & Land
Development Loans

E IBERIABANK Corp

B Median - Local BHCs (11)
[ Median - Assets Over $1 Billion(296)
=

% Of Total Loans At Quarter-End

2Q-03 3Q-03 4Q-03 1Q-04 2Q-04 3Q-04 4Q-04 1Q-05 2Q-05 3Q-05 4Q-05

Source: SNL Datasource

While the national housing market is showing early signs of stress, our local picture is very
different. The rebuilding efforts surrounding Hurricane Rita and the massive housing needs
associated with Hurricane Katrina run counter to the national market trends. After what
many people consider to be the largest dislocation of people in this country’s modern history,
the area’s housing stock was substantially destroyed. Estimates indicate damage from wind
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and flood waters affected more than 400,000 homes (in the New Orleans MSA) and over
200,000 homes have been rendered uninhabitable. Essentially, the local housing bubble has
already popped. Therefore, unlike many overheated housing markets in the country, the New
Orleans market is facing an acute housing shortage with current housing demand rapidly
outpacing supply.

Construction and land development lending is a specialized field requiring a level of expertise
and knowledge of local builders and developers that few banks possess. With our recent
recruiting successes and in-house talent, our local market focus, and the tremendous pent-up
demand for new housing as a result of the hurricanes, we now have the expertise, the local
presence and knowledge, and the demand to participate in this business. While we remain
very cautious regarding construction and land development in general, we believe we can
assist in the rebuilding process in a thoughtful and opportunistic manner. Our involvement in
this type of lending will entail the same solid underwriting and credit review process that has
served our Company well. As indicated in the chart below, our level of nonperforming assets
(including loans 90 days past due) continues to excel compared to local and national peers.

Nonperforming Assets Plus Loans 90+ Days Past Due/Total Assets

E IBERIABANK Corporation
H Median - Local BHCs (11)
O Median - Assets Over $1 Billion (296)

Nonperforming Assets 90 Days Past Due/
Total Assets (%)

2Q-03 3Q-03 4Q-03 1Q-04 2Q-04 3Q-04 4Q-04 1Q-05 2Q-05 3Q-05 4Q-05

Source: SNL Datasource
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Reflecting Success

“‘Thile asset quality measures have been exceptional, we also continued to provide quarterly
loan loss provisions that covered net charge-offs. In fact, our loan loss provision covered net
charge-offs in each of the last 11 quarters. Only two of our 11 local peers can claim the same
achievement. We attribute our outstanding credit results to the strong underwriting and
portfolio management process that regularly reviews credits, and has a bias for early action
and intervention. As part of this process, we experienced some significant loan pay-downs
early in 2005, and we sold $4 million in nonperforming loans during the third quarter of 2005

to outside investors, resulting in a gain of $290,000 and a recovery of $65,000.

Commercial Loan Portfolio
Industry Concentration
At December 31, 2005

%Total
Commercial Real Estate - Lessors 13.9%
Cormmercial Real Estate - Operators 8.6%
Commercial Real Estate - Construction 0.2%
Total Commercial Real Estate 22.7%
Residential Real Estate 5.2%
Total Real Estate 27.9%
General Government 11.5%
Health Services 6.9%
Private Households 6.3%
Oil & Gas 5.9%
Hotels & Motels 2.9%
Agriculture/Forestry 2.5%
Security/Commodity Brokers 2.4%
Investors 2.3%
Financial Services 2.0%
Churches 1.8%
Marine Services & supplies 1.8%
Legal Services 1.6%
Lumber & Wood 1.6%
Automotive Services 1.2%
Warehousing 1.2%
Manufacturing 1.2%
Restaurants & Lounges 0.9%
Air Transportation 0.8%
All Other 17.3%
Total Commercial 100.0%

To assist us in our risk reduction efforts, we maintain a very balanced approach to loan and
deposit portfolios. Evidence of this diversification effort is provided in the chart above that
shows little industry concentration in our commercial portfolio. The mortgage portfolio is a
very seasoned portfolio, well balanced between adjustable rate mortgages, fixed mortgages,
and private banking clients. We do not hold in our retail mortgage portfolio any exotic mortgage

products, such as option ARMs, negative amortization ARMs, or interest-only ARMs.
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Period-End Quarterly Averages Period-End

Funding Source 12/31/99 1004 2004 3004 4Q04 1005 2005 3005 4005 12/31/05
Noninterest Bearing 9% 10% 10% 10% 10% 10% 1% 12% 13% 14%
NOW Accounts 15% 25% 25% 24% 23% 24% 23% 22% 22% 22%
Savings & Money Market 17% 19% 19% 19% 18% 18% 19% 20% 21% 21%
Certificates of Deposit ~ 47% 31% 30% 29% 28% 29% 30% 30% 30% 29%
Total Deposits 88% 85% 84% 82% 79% 81% 83% 84% 86% 86%
Short-Term Borrowings 7% 7% 8% 10% 10% 8% 7% 5% 3% 3%
Long-Term Borrowings 4% 8% 7% 8% 9% 10% 10% 10% 10% 10%
Other Liabilities 1% 0% 1% 0% 2% 1% 0% 1% 1% 1%
Total Liabilities 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Liquidity Mix Change Over Time

Over time, our deposit portfolio has grown
significantly, but has also become a more diversified
product mix. Noninterest bearing deposits tripled
in size between year-ends 1999 and 2005, and
increased from 11% to 16% of total deposits during
this period. This deposit mix change was instrumental
in maintaining a fairly balanced interest rate risk
position.

Blue Forward
Chip Curve

Change In:  -200 bp -100 bp Case +200 hp +100 bp

Net Interest

Income 1% 1% 0% 3% 4% 0% 0%
Economic
Value of -15% 8% 0% 6% 12% — —
Equity

Our capital position remains very strong. At year-end
2005, our shareholders’ equity totaled $264 million,
up 20% from one year ago, and more than twice the
level reported at year-end 1999. We remain well
capitalized under regulatory guidelines, with a Tier 1
leverage ratio of 7.65%, up from 7.63% one year ago
and 6.26% at year-end 1999.

On May 4, 2005, we completed our June 24, 2004
share repurchase program totaling 175,000 shares
at an average cost of $59.04 per share on a pre-
split basis, or 218,750 shares and an average cost of
$47.23 on a post-split basis. We also announced a
newly authorized share repurchase program totaling
300,000 shares on a pre-split basis, or 375,000
shares on a post-split basis. Under this program, the
Company purchased 219,698 shares at an average
cost of $47.35 per share during 2005 (on a post-split
basis).

Our reduced risk posture, consistent improvement in
profitability since late 1999, and capital management
activities have resulted in outstanding returns to
shareholders. As evidenced in the chart below, we
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have consistently outperformed various indices since
year-end 1999. Our common stock is included in the
Russell 2000 Index, and our stock was added to the
Russell Microcap Index during 2005.
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The strong performance of our Company is driven
by our exceptionally talented associates, Board
members, advisory board members, and leadership
team. As one of the oldest continuously operating
financial institutions in the State of Louisiana, we
recognize the value of long-term relationships, of
serving clients over many generations, and building
a franchise of tremendous strength and endurance.
Our organization is built on a solid foundation,
engineered to deliver exceptional service to clients
and outstanding results to shareholders.

Oldest Operating Louisiana-Based Commercial Banks

1 Whitney Bank 1883
2 IBERIABANK 1887
3 Exchange Bank & Trust 1892
4 Washington State Bank 1893
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Forward-Looking Information Safe Harbor Statement

To the extent that statements in this report relate to the plans,
objectives, or future performance of IBERIABANK Corporation,
these statements are deemed to be forward-looking statements
within the meaning of the Private Securities Litigation Reform
Act of 1995. Such statements are based on management's
current expectations and the current economic environment.
IBERIABANK Corporation’s actual strategies and results
in future periods may differ materially from those currently
expected due to various risks and uncertainties. A discussion
of factors affecting IBERIABANK Corporation’s business and
prospects is contained in the Company'’s periodic filings with
the Securities and Exchange Commission.

R
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis is intended 10 assist readers in understanding the consolidated financial
condition and results of operations of IBERIABANK Corporation (the “Company™) and its subsidiary as of
December 31, 2004 and 2005 and for the years ended December 31, 2003 through 2003, This review should be read
n conjunciion with the audited consolidated financial statements, accompanying footnotes and supplemiental
finamcial dats included herzin.

The Company’s performance during 2005 was significantly impacted by two key factors;

= The acquisiion of Ameran Honzons Bancorp, Inc, (“American Horizons™) on January 31, 2005, This
acquisition significantly increased the Company’s presence in Northeast Louisiana, positioning the Company as
the second largest bank in the Monroe, West Monroe, Ruston and Bastrop market based on deposits.  The
Company recorded 3650,000 of one-time expenses associated with the integration and conversion of Amencan
Haorizons during the first quarter of 2005,

# The impact of Humicanes Kotrina and Rita, which struck sowth Loudiana in August and Seprember,
respectively, One-time charges associated with the stormas included a loan loss provision of 314.4 million and
expenses of 5401,000 related primanly to facilities damage and employes relecation and assistance. The
Company also estimates that fee income was reduced by approximately 366,000 as a result of the s1orms.

OVERVIEW

The Company”s net income for 2005 totaled $522.0 million, or 52.24 per share on a dilvied basis. Thas 15 a 25.4%
decrease compared to the $3.01 per share, or 327.3 mulhion eamed for 2004, In addition to the American Horzons
scquisition and Hurricanes Katrine and Rita, camings performance for 2005 was influenced by the acquisition of
Alliance Bank of Baton Rouge (“Alliance™) in the first quaner of 2004 and other facters, the key componenis of
which are summarized below.

e  Total assets at December 31, 2005 were $2.9 billion, up $404.0 mullion, or 16.5%, from 324 billion o
Drecember 31, 2004, This growth level resulted from the $252.2 million asset base obtained through the
American Horizons acquisition and strong organic growth totaling $151.8 mallion,  Shareholders® equity
increased by 343.4 million, or 19.7%, from 322002 mallion a1 Decernber 31, 2004 10 52636 million at December
31, 2003,

¢ Total leans at December 31, 2005 were 31.9 billion, an increase of 3267.9 mullion, or 16.2%, from 51,7 hillion
at December 31, 2004, The increase from year end 2004 includes the 31996 million loan base atiributable to
the Amercan Hernzons acquisition and internally generated growth of 3632 mullion. At year-end, the
comimercial loan pipeline was strong with activity throughout the markets served by the Company,

# Total customer deposits increased 3469.5 million, or 26,5%, from 31.8 billion ot December 31, 2004 10 52,2
billion at December 31, 2005, The mcrease from year end 2004 resulted from excellent organic growth of
5276.8 mallion and $192.7 million in customer deposits atimbutable to the Amencan Horeons acquisition, The
Company demonstrated strong deposit growth throughow most of 2005, This growth was boosted during the
third and founh quaners by the increased economic activity resulting from the commencement of clean up and
rebuilding eifors throughout south Lowisiana,

= Met mberest imeome for the year increased %1002 million, or 15.6%, in 2005 versus 2004, This mérease 15
largely arributable to a 578.1 million increase in average nel eaming assets. The cormesponding net interest
margin ratio on a tax-equivalent basis declined six basis points to 3.54% from 3.60% for the years ended
Decernber 31, 2005 and 2004, respectively. due to the re-pricing mix of the Company’'s assets and liabilitics.
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*  Moninberest income increased $2.9 million, or 12.6%, for 2005 as compared 1o 2004, The increase was driven
by higher service charge revenues on deposit accounts, ATM/debat card Fees, broker-dealer commissions and
gains on the sale of excess propenties. These increases were partially offset by reduced gains on the sale of
investments and boans,

s  Noninterest expense increased by 39.5 million, or 17.4%, for 2005 as compared to 2004, The largest
components of the increase were higher compensation expense as & result of addional s1alf related 1o the
American Horizons acquisition and strategic hires, higher occupancy and equipment costs due to the Company’s
expansion, one-time expenses associated with the imegration and conversion of American Horizons and one-
time expenses associated with damages and other costs resulting from Humicanes Katrina and Ria,

¢ The Company provided $17.1 million for possible loan losses during 2005, compared 1o 34.0 million in 2004,
OF the 517.1 million provision, $14.4 million relates to the additional credit risk resulting from Hurmricanes
Katrina and Rita. As of December 31, 2005, the allowance for loan losses as a percent of tolal loans was
1.98%, compared to 1.22% at December 31, 2004, MNet charge-offs for 2005 were $33.6 million, or 0.20%, of
average Ioans on an annualized basis, compared 10 £2.7 million, or 0.18%, a year earlier. The Company
incurred 51.1 mullion in pet charge-offs associated with Hurricane Katrina. No charge-offs were associated
with Hurricane Rita during the vear. The coverage of net charge-offs by the provision for loan losses was 4.68
times for 2005 and 1.47 times for 2004, The coverage of nonperforming assets by the allowance for loan losses
wis 65,31 umes at the end of 2003, as cormpared 1o 3.27 times at December 31, 2004,

# [n September 2003, the Company announced a significant branch expansion initiative in response to client needs
and opportunitics presented by Humicanes Katrina and Rita. Based on the expansion initiative, the Company
initially planned to open twelve new banking facilities in existing markets and other Louisiana locations not
previously served by the Company. The Company achieved progress toward that goal during 2005 and
expanded the initiative further than previously planned, mcleding expansion plans for two new offices in the
ShreveportBossier City market,

®  In July 2005, the Company™s Board of Directors declared a five-for-four stock split in the form of a 25% stock
dividend. The dividend was paid on Awgust 15, 2005 to sharcholders of record as of August |, 2005, Asa
result of the stock split, sharcholders recerved one additional share for every four shares held, Unless otherwise
indicated, all share and per share amounts have been restated to reflect the stock spli.

e  During 2005, the Company’s Board of Directors declared cash dividends totaling 51.00 per common share, an
158% increase compared to 2004,

Given the unprecedented devastation caused by Hurricanes Katrina and Rita, the Company faced unique obstacles in
2005, Compared to many of our competitors, the Company was spared the brunt of these two events. Accordingly,
the Company quickly focused on the opporunities presented by the massive rebmlbding efforts ahead of the region.
The Company's branch expansion initiative is focused on capturing market share in the arcas most significamly
impacted by the storms and further expansion of existing markets.

Exclusive of the storms, the Company continwed its successful expansion into new Louisiana markets and penetration
of existing markets in 2005, The American Horizons acquisition vaulted the Company to the #2 position in deposit
share in the Monros, West Monroe, Buston and Bastrop market. The Company's de nove branch in Shreveport,
Louisiana and new loan production offices (“LPOs™) met management’s expectations throughout the year, Given the
success of the Company’s expansion effons, the Company analyzes the potential for growth in new and existing
markets continually,

The Company®s focus is that of a high performing institution. Management believes that improvement i core
camings drives sharcholder value and has adopted a mission statement that 15 designed 1o provide guidance for
management, our associates and Board of Directors regarding the sense of purpose and direction of the Company.
We are very sharcholder and client focused, expect high performance from our associates, believe i a strong sense
of community and strive to make the Company a great place to work. Eomnings guidance, based on expectations of
the Company, is provided during the wear through press releases, which are available on our websile ar
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worw, iberiabank. com and also dizclosed through Form 3-K curment event filings with the Securities and Exchange
Commission (“SEC™) a1 waw s8¢, g0v,

Inherent in any organization are risks associated with the industry in which it operates. The most important risk
factors affecting the succeds of the Company are believed 1o be the management of loan credit risk and interest rate
risk, which are discussed under their respective sections entitled “ Asset Quality and Allowance for Loan Losses™ and
“Asset! Liakility Management and Market Risk™ later in this discussion. Other key risks inclode, but are ot limdted
1o, operating risk, legal risk and acquisition risk. Operating risk is the risk of loss resulting from inadequate or failed
internal processes, people or systems of from extomal events. Legal risk is the risk of legal proceedings against the
Company and regulatory reviews that arise in the course of business. Acquisition risk is the risk that the Company
miay nod realize expected revenue increases, cost savings, increases i geographic or product presence, and'or other
projected bencfits from an acquisition.

APPLICATION OF CRITICAL ACCOUNTING POLICIES

In prepaning financial reponts, management 15 required 1o apply significant judgment to various accounting, reporting
and disclosure matiers. Management must use assumplions and estimates to apply these principles where actual
measurement is not possible or practical. The accounting principles and methods used by the Company conform
with accounting principles generally accepted in the United States and general banking practices. Estimates amd
assumplions most significant to the Company relate primarily 1o the allowance for loan losses, valuation of peedwill,
intangible assets and other purchase accounting adjustments and stock based compensation, These sigmificant
estimates and assumptions are summarized i the following discussion and are furither analyzed in the Toomoles 1o
the consolidaved financial slatements,

Allowance for Loan Losses

The determination of the allowance for loan losses, which répresents management’s estimate of probable losses
inherent in the Company’s credit portfolio, involves a high degree of judgment and complexity. The Company's
policy is to establish reserves for estimated losses on delinguent and other problem loans when it is determined that
loases are expected to be incurred on such loans. Management's delermination of the adequacy of the allowance is
based on various factors, including an evaluation of the portfolio, past loss experience, current economic conditions,
the volume and type of lending conducted by the Company, composition of the portfolio, the amount of the
Company’s classified assets, seasoning of the loan portfolio, the status of past due principal and interest payments,
and other relevant factors. Changes in such estimates may have a significant impact on the financial statements, For
further discussion of the allowance for loan losses, see the Asset Quality and Allowance for Loan Losses section of
this analysis and Note | to the Consolidated Financial Statements.

Valwarion of Goodwill, Intangible Assets and Other Purchase Acconnting Adjusiments

The Company accounts for acquisitions in accordance with Staterent of Financial Accounting Standards (“SFAS™)
Mo. 141, “Business Combinations,” which requires the use of the purchase method of accounting. For purchase
acquisitions, the Company is required 1w record the assers scquired, including identified intangible assets, and
liabilities assumed at their fair value, which in many instances involves estimates based on third party valuations,
such as appraisals, or internal valuations based on discounted cash flow analyses or other valuation technigues. The
determination of the useful lives of intangible assets is subjective as 15 the appropriate amortization peried for such
intangible assets. In addition, purchase acquisitions typically result in recording goodwill. The Company performs a
goadwill valuation at least annually. Impament testing of goodwill 15 a bwo step process that first compares the fair
value of goodwill with ils carrying amount, and secomnd measures impairment loss by comparing the implied fair
value of goodwill with the carrying amount of that gosdwill. Based on management’s goodwall impaimeent tests,
there was no amparrment of goodwill at December 31, 2004 or 2005, For additional information on gpoodwill and
intangible assets, see Mote 7 to the Consolidated Financial Statements,
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Siock-ased Compensation

The Company has histerically accounted for its stock option plans under the intrinsic value method of Accounting
qu‘.‘lp!ﬂ Board {Apﬂ] ﬁ!in:im'l W, '25, ernringﬁr Stk Fesned 1o Empfpj.w.r. In accordance with APR
Opinion Mo. 25, comgensation expense relating to stock options has not been reflected in net income as the exercise
price of the stock options granted equaled or excesded the market value of the underlying commaon stock at the date
of grant. Given the Company s election 1o apply the sccounting methodology in APE Opinion No, 23, management
is required 1o provide proforma disclosures of net income and earnings per share and other disclosures, as if the fair
value based method of accounting had been applied. Management utilizes the Black-5choles option valuation model
1o estimate the fair value of stock options. The opion valuation model reguires the input of highly subjective
assumplions, including the expected stock price volatlity. These subjective input assumptions maternally affect the
fair value estimate.

In December 2004, the Financial Accounting Standards Board (FASB) issued SFAS No. 123R), Share-Based
Payment. SFAS No. 123(R) revises SFAS Mo, 123 and calls for companies to expense the fair value of employes
stock options and other forms of stock-based compensation. The Company adopted SFAS No. 123(R) as of January
I, 2006, This represents a significant change in practice for the Company.

SFAS Mo, 123(R) requires companies to (1) use fair value to measure stock-based cormpensation awards and (2)
cease uwsing the “mirnsic value™ method of accounting, which APB Opinion No. 25 allowed and resulted in no
expense for many awards of stock opiions for which the exercise price of the option equaled the price of the
underlying stock at the grant date. Under SFAS Mo, 123(R), the fair value of a stock-based compensation award 15
recognized over the emploves™s service period.

On December 30, 2003, the Board of Directors approved the immediate acceleration of vesting of all outstanding
stock options awarded to employees, officers and directors. As a result of the acceleranon, the Company recorded
$470,000 of compensation expense in 2005. By accelerating the vesting of these options, the Company eslimates
that approxinately 36.5 million of pre-tax future compensation expense will be eliminated.

For addivonal discussion of the Company's steck options plans, seec Note 15 o the Consolidated Financial
Staterments.

FINANCIAL CONDITION
Earning Assets

Eaming assets are composed of interest or dividend-bearing assets, including loans, securitics, short-term
investments and loans held for sale. Interest income associated with eaming asscts is the Company™s primary source
of income. Eaming assets averaged $2.5 billion during 2003, a $333.5 mullion, or 15.6%, increase compared to 52.1
billion during 2004. This is primarily the result of the American Horizons acquisition and moderate organic loan
growth,
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The year-end max of eaming assets shown m the following chart reflects the max between investment securities and
the major loan groups,

2005 Year-End Earning Assets
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Loans and Leases = The loan portfolio increased 3267.9 mullion, or 16.2%, to $1.9 billion at December 31, 2005,
compared to 1.7 billion at December 31, 2004, This increase inchedes the $199.6 mullion loan base attributable to
the American Horizons acquisition. Loan growih during 2005 was tempered by the Company's portfolio
management process associated with the American Horizons acquisition and anticipated pay downs during the first
nine mianths of the year, The commercial loan portfolio was most significantly impacted by these factors.

The Company’s lean to deposit ratio at December 31, 2005 and December 31, 2004 was 55.5% and 93.1%,

respectively,  The percentage of fixed rate loans within the total loan portfolie increased from 65% at the end of
2004 1o TO%% as of December 31, 2005,

The following table sets forth the composition of the Company™s loan portfolio as of December 31 for the years
indicaned.

TABLE 1 = LOAN AND LEASE FORTFOLIO COMPOSITION

. December 31,
fedollars in thousands) 2005 004 20403 - 2001
Commercial loars:
Real extase § S4imam e 5 41naA7 5% 535103 5% 5 154 688 s S22E084 1w
Business ER T Wiele 1 w0 14 158339 15 117530 12
Total comimsrcial loans e TETIH a4 §530351 i} A4, 02T J-g_ R5EI4 36
Morigage loang:
Hesidantisd 14 family o011 22 1T 070 23 138,065 M W1l 198400 3|
Caonstruction 30,611 2 EETIE 2 0,204 4 16,470 1 5015 |
Total meeigage koans 48600, TEE 4 440,114 I3 JER HY IR 123,500 Il HHAIE 12
Laoass 1o inadaviduals:
Indirect automcdsile nanss 12 IR0 14 10,036 1 19380 I e M
Hursz gty 230,563 12 Z1X 55N 15 17, Faly 12 132,799 2 114,056 12
Cltheer T4.0%51 | 67,462 4 65,667 5 64, TE4 i 748 T
Tozal consusmer loass LR T T 03,475 31 470,038 EE] 06865 39 AB5EEL 42

Tioral kuang reccivahle 519IES51G 1Me  FLAS0G62G6 100 B 1A1L3EG  10Me S10kd40r D00 5056005 100Ms
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Commercial Loans, Commercial real estate and commercial business loans penerally have shorter repayment
periods and more frequent repricing oppartuniies than residennal 1-4 famaly loans, Commercial loans increased
51958 millton during 2005, The Comgany acquired £156.3 million in commerncial loans as a result of the American
Homzons acquisition. Commercial loans as o percentage of tolal loans have increased from 44% as of December
3, 2004 1o 48% as of December 31, 2005, During the third quarter of 2003, the Company sold a pool of 53.7
million of nonperforming loans to an unrelated third party. Most of the 337 million bhalance related to commerncial
loans,

The Comgany has increased its investment in commercial real estate loans from 34194 million, or 25.4% of the otal
lean porifolio, as of December 11, 2004, to 55459 million, or 28.5% of the total loan portfolio, as of December 31,
2005, The vast majority of properties securing the Company's commercial real estate loans are located in the
Company's market area, and include owner-occupied, mult-famaly, strip shopping cemters, professional office
buildings, small retail establishments and warchouses. The Company’s underariting standards generally provade for
loan terms of three to five years, with amonization schedules of no more than twenty vears. Low loan-to-valuse ratios
are maintained and usually limited 1 no more than 80%. As a rule, the Company oblams personal guarantees of the
principals as additional secuarity for most commerncial real sstate loans,

As of December 31, 2005, the Company’s commercial business loans amounted 1o $377.0 million, or 19.6% of the
Company's gross loan portfolio. This represents a $60.4 mullion, or 22.5% increase from December 11, 2004, The
Company originates commercial business loans on a secured and, to a lesser extent, unsecured basis. The Company's
commercial business loans may be structured as term loans or revolving lines of credit. Term loans are generally
structured with terms of no more than three o five vears, with amonezation schedules of no more than seven years,
The Company's commercial business term loans are generally secured by equipment, machinery or ether corporate
assets, The Company also provides for revolving lines of credit generally structured as advances upon perfected
secunity interests in accounts receivable and inventory, Revolving hines of credit generally have an annual manirity,
As a rule, the Company obfains personal guarantees of the principals as addinonal security for commercial business
loans.

The commercial boan pipeline was sirong at December 31, 2005 with actvity throughout the markets served by the
Company.

Mortgage Loans. Residential 1-4 family loans comprise substantially all of the Company’s mongage loans. The
vasi majority of the Company’s residemial 1-4 family mortgage loan portfolio is secured by properties located in its
miarket area and originated under terms and docuisentation which pesmat terr sale in the secondary market. Larger
mortgage loans of private banking clients and prospects are generally retained to enhance relationships, and also due
to the expected shorer durations and relatively lower servicing costs associated with loans of this size.

The Company continues to sell the majority of conforming morgage loan originations in the secondary market and
recognize the associated fee income rather than assume the rate risk sssociated with these longer term assets. The
Company also releases the servicing of these loans, Excluding $3.5 million in morigage loans avribwable 1o the
American Horizons acquisition, total residential mongage loans increased 537.1 million compared to December 31,
2004, This growth is primarily related 1o credit extended 1o high net worth individuals through the private banking
area, At December 31, 2005, $331.8 million, or 72%, of the Company's residential 1-4 family mongage and
construction boans were fixed rate boans and $128.9 mullion, or 28%, were adjustable rate loans.

Consumer Loans, The Company offers consumer loans in order to provide a full range of retail financial services 1o
its customers. The Company oniginates substantially all of such loans in its primary market area. At December 31,
2005, 5535.0 million, or 27.9% of the Company's iodal loan portiolio, was comprised of consumer loans, compared
to 35035 million, or 30.5% at the end of 2004, Excluding 339.8 million in consumer loans attributable 1o the
Amencan Honzons acquisition, total comsumer loans decreased 55,3 million compared to Decermber 31, 20604,

Home equity loans comprised the largest component of the Company's consumer loan portfolio ai December 31,
2005. The balance of home equity loans increased 316,58 million, or 7.9% from $213.5 mollien at December 31,
2004 to 523004 mallion at December 31, 2005, The Company acquired $23.9 million in home equity koans as a result
of the American Horzons acquisition,
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Indirect auwtomobile loans comprised the second largest component of the Company's consumer loan porfolio.
Independent automobile dealerships onginate these loans and foreard apphcations o Company personnel for
approval or denial. The Company relies on the dealerships, in pan, for loan qualifying information. To thar extent,
there is nsk inherent in indirect automobile loans associated with fravd or negligence by the automobile dealership.
To limat this risk, an emphasis 15 placed on esiablished dealerships that have demonstrated reputable behavior, both
within the communities we serve and through long-term relationships with the Company. The balance of indirect
autormobile loans increased from 52225 million, or 13.5% of the Company's total lean ponfolio to $229.6 million, o
12.0% at December 31, 2004 and 2005, respectively, as the Company retained its focus on prime, or low risk, paper.

The remainder of the consumer loan portfolio at December 31, 2005 was composed of direct automobile loans,
credit card loans and other consumer loans. At December 31, 2005, the Company’s direct automobile loans
amounted to 323.4 million, or 1.2% of the Company's total loan pertfolio. The Company's VISA and MasterCard
credit card loans totaled $8.4 million, or 0.4% of the Company's total loan porifolio at such date, The Company's
other personal consumer loans amounted 10 343,01 million, or 2.2% of the Company's total loan portfolio, at
December 31, 2005,

Loan Maturities. The following table e fonh the scheduled comtractual maturities of the Company™s loan
portfolio at December 31, 2005, unsdjusted for scheduled prmepal redections, prepaymenls or repncing
opportunities. Demand loans, loans having no stated schedule of repayments and no stated maturity and overdraft
loans are reported as due in one year or less. The average life of a loan may be substantially less than the contracmaal
terms because of prepayments, As a result, scheduled contractual amortization of loans is not reflective of the
cexpected term of the Company’s loan portfolio. OF the leans with matunties greater than one year, approximately
83% of the value of these loans bears a fixed rate of inferest

TABLE I - LOAN MATURITIES BY TYPE

Ome Year e Throwgh Alier
fdaifars i fhowramds) O Less Five Years Five Years Tadal
Commercial real estate § 144030 & 286,638 5 115 06D 5 545568
Comnmscreial busineis 155,108 136,871 B4 0BT 376, e
Mofgape 13018 26, 161 421,543 400,723
Corsumer 130475 245430 157,855 534 9
Total § 443850 § 695,100 % TH565 5 LUIESNG

Asset Quality and Allowance for Loan Losses = Over tme, the lean portfolio has transitioned to be more
representative of a commercial bank. Accordingly, there s the potential for a higher level of retumn for investors, bat
alsa of the potential for higher charge-off and nonperforming levels. In recognition of this, management has
tightened underwriting guidelines and procedures, adopted more conservative loan charge-off and nonaccrual
guidelines, rewritten the loan policy, developed an internal loan review function and significantly increased the
allowance for loan losses. As a result of management’s enhancements 1o underwriting risk/return dynamics within
the loan portfolio over time, the credit quality of the Company®s assets has remained strong. Management believes
that historically it lkas recognized and disclosed significant problem loans quickly and taken prompt action in
dddressing material weaknesses in those credits. The Company will continue to monitor the sk adjusted bevel of
return within the loan portfolio.

Written underwriting standards established by the Board of Directors and management govern the lending activities
of the Company. The commercial credit department, in conjunction with semior lending personmel, underwrites all
commercial business and commercial real estate loans. The Company provides centralized underaniting of all
residential mortgage, construction and consumer loans, Established loan ongination procedures require appropriate
documentation including financial data and credit reporis. For loans secured by real property, the Company
generally requires property appraisals, title msurance or a titke opinion, hazard imsurance and flood insurance, where
appropriate.
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Loan payment performance is monitored and late charpes are assessed on past due accoumts. A centralized
department collects delinquent loans.  Every effort is made to minimaze any potential loss, including institeting legal
proceedings, as necessary, Commercial loans of the Company are periodically reviewed through a loan review
process, All other loans are also subject to lean review through a periodic sampling process.

The Company utilizes an asset risk classification system in compliance with guidelines established by the Federal
Reserve Board as pan of its cffons to improve commercial asset quality. In connection with examinations of insured
institutions, both federal and state examiners also have the authonty to identify problem assets and. of appropriate,
classify them. There are three classifications for problem assers: “substandard,” "doubaful® and “loss." Substandard
asgets have one or more defined weaknesses and are charscterized by the distinet possibility that the insured
institution will sustain some loss if the deficiencies are not corrected. Doubtful assets have the weaknesses of
substandard assers with the additonal charscteristic that the weaknesses make collection or liguadanon in full
questionable and there is a high probability of loss based on curmently existing facts, conditions and walues. An assel
classified as loss 15 not conswdered collectable and of such linle valuz that continuance as an asset of the Company is
mal warranted. Commercial loans with adverse classifications are reviewed by the Loan Commitiee of the Board of
Dircctors ab least monthly. Loans are placed on nonacerual statas when, in the judgment of management, the
probability of collection of interest is deemed 1o be insufficient to warrant further accreal. When a loan is placed on
nonacerual status, previously accrued but unpaid interest for the current year is deducted from interest income.  Prior
vear inferest is charged-off to the allowance for loan losses.

At December 31, 2005, the Company had $24.0 mallion of assets classified as substandard, SS04.000 of assets

classified as doubtful, and no assets classified as loss. At such date, the aggregate of the Company’s classified assets
amounted to 0.87% of total assets.

Real estate acquired by the Company as a result of foreclosure or by deed-in=licu of forechosure 15 classified as real
estate owned until sold, and &5 carried at the balance of the loan at the time of acquisition or at estimated fair value
less estimated costs 1o sell, whichever is less,

Under Generally Accepted Accounting Principles, the Company is required to account for certain loan modifications
of restructurings as "iroubled debt restruciurings.”™ In general, the modification or restrectuning of a debt constitutes
a troubled debt restmucturing if the Company for economic of legal reasons related to the bormower’s financial
difficulises grants a concession to the borrower that the Company would not otherwise consider under current market
conditions, Debt restruciurings or loan modifications for a borrower do net necessanly always constitute troubled
debt restructurings, however, and troubled debt restrectunings do mt necessanly resull m nonaccrual loans, The
Comgpany had no troubled debt restructurings as of December 21, 2005.

Nonperforming loans, defined for these purposes as nonaccrual loans plus accruing loans past dwe 990 days or more,
totaled £5.8 million and 5.7 mullion at December 31, 2005 and 3004, respectively. The Company's foreclosed
property amounted to 3257 000 and 3492 00 a1 December 31, 2005 and 2004, respectively, Nonperforming assets,
which consist of nonperforming leans plus foreclosed property, were 56.0 million, or 0.21% of total assets at
December 31, 2005, comparad 10 36,2 million, or 0.25% of tofal assets at December 31, 2004,

Druring the third quarter of 2005, the Company offered a $0-day payment deferral program on mofigage, consumer
and small business loans in an effort to assist its loan customers in the arcas most significantly impacted by the
hurmricanes.  This program was extended beyond the initial 90-day period for selected bormowers, The defemal
program could have the effect of reducing past due, charge offs and nonperforming loans at December 31, 2005,

The Company has shown continuing improvement in asset quality despite significant loan growih over the past five

years. The following table sets forth the composition of the Company’s nonperforming assets, including aceruing
loans past due 90 or more days, as of the dates indicated.
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TABLE 3 = NONPERFORMING ASSETS AND TROUBLED DEBT RESTRUCTURINGS

December 31,
{dollars in thousands) 1005 2004 2003 2002 2001
Monacerul loans:
Commercial, Ninancisl and sgricubtural $2377 $193 S1838 S1693  S4088
Margage 384 735 552 334 122
Loans 1o individuals 201 1754 1413 1,250 1,053
Taial nonaccrual loans 4,771 4455 3003 3287 5003
Accnang boans 9 dins of mofe past dee 1112 1,209 1,220 108 __I_:?"JL
Total manperformeng loans ' 5,778 5,604 5022 4,343 0,954
Fareclosed property 157 202 2134 2.367 5,00
" Total nonperforming assets | 6013 6056 7256 66l0 12963
_ Performing troubled debt restraciurings = - = = -
Tedal nonperforming assets and
trowhled debit restructurings ' 56033 56156  §7.256 5 6610 512963
Nosperfonmirg |oass to 1otal boans ' 0P 034% 036% 04Z% 0.73%
Nonperforming assets to total assets "' 021% 025%  03% 04%  091%
Momporfomming assets and troubled
debi restructunngs 1o oal asses ' 02%  0.2% 03% 04X 0.91%

11-r'I"\vl|:|n|:n|:r!inn|'rr||n3 boans and astets mclude aceruing loans 90 days of more past dise

Allowance For Loan Losses. Based on facts and circumsiances available, management of the Company belicves
that the allowance for loan losses was adequate at December 31, 2005 to cover any potential losses in the Company’s
loan portfolio, However, futre adjustmems 1o this allowance may be necessary, and the Company’s results of
operations coukd be adversely affected if circumstances differ substantially from the assumptions used by
managemient in determining the allowance for loan losses, Losses in the loan porifolio, net of recovenies, are
charged-off against the allowance and reduce the balance, Provisions for loan bosses, which are charged agains
income, increase the allowance,

In determining the amount of the allowance for loan losses, management wses information from is portfolio
management process, relationship managers and ongoing loan review effons o siratify the loan portfolio into asset
risk classifications. Based on this information, management assigns a general or specific reserve allocation. The
foundation for the allowance is a detailed review of the overall loan portfolio and its performance, The portfolio s
segmented into homogenous pools (ie., commercial, business banking, consumer, mongage, indirect, and credit
card), which are amalyzed based on risk factors, current and historical performance and specific loan reviews (for
significant loans). Consideration is given 10 the specific nsk within these segments, the matunty of these segments
(&g, rapid growth versus fully seasoned), the Company®s strategy for each segment {e.g., growth versus maintain},
and the historscal loss rave for these segments both an the Company and iis peers. Consideration is also given to the
impact of & mumber of relevant external factors that influence components of the loan portfolio or the portfoho as a
whole, mcluding current and prajected economic conditions,

Loan portfolios tied to acquisitions made during the vear are incorporated into the Company’s allowance process, 1f
the acquisition has an impact on the level of exposure to a particular segment, industry or geographic market, this
increase in exposure is factored into the allowance determanation process. Generally, acquisitions have higher levels
of risk of loss based on differences in credit culture, portfolio maragement practices and the Company s emphasis on
early detection and management of deteriorating loans. The Company added $4.9 million to the allowance for kean
losses as a result of the application of the Company's allowance methodology on the American Horizons' boean

porttolio,
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General reserve estimated loss percentages are based on the current and historical boss expenence of each loan
category, regulatory guidelines for losses, the status of past due payments, and management’s judgment of economic
conditions and the related level of risk assumed. Relative to homogenous loan pools such as morigage, consumer,
indirect and credits cards, the Company has established a general reserve level using information such as actual loan
losses, the seasoning of the pool, idemtificd loan impairment, acquisitions, and current and projected economic
conditions., General reserves for these pools are adjusted for loans thar are comsidered past due, based on the
correlateon between historical losses and the payment performance of a loan pool.

The commercial segment of the Company®s loan porifolio is initially assigned a general reserve also based on
performance of that portion of the loan portfolio and other general factors discussed carlier. The commercial portion
of the porifolio is further sepmented by collateral type, which based on expersence has a direct relationship to the
level of loss experienced if a problem develops. Reserves are set based on management’s assessment of this risk of
lass, As commercial loans detertorate, the Company reviews cach for impairment and proper loan grading. Loans
on the Company’s Watch List carry higher levels of reserve based largely on a higher level of loss experience for
these loams. Loss experience for Watch List loans 15 reviewed periodically during the year,

Specific reserves are determined for commercial loans individually based on management’s evaluation of loss
exposure for each credit, given current payment status of the loan and the value of any underlyving collateral. Loans
for which specific reserves are provided are excluded from the general reserve calculations described above o
prevent duplicate reserves. Additionally, an unallocated reserve for the total loan portfolio is established o address
the imprecision and estimation risk inherent in the calculations of general and specific reserves, and management’s
evaluation of vanous conditions that are not directly measured by any other component of the allowance, Such
components would include current economic conditions affecting key lending areas, credit guality trends, collateral
valaes, loan volumes and concentrations, scasoning of the loan portfolio and the findings of internal credit

Baszed on the allowance determination process, the Company determines the current potential nisk of loss that exists
in the portfolio, even if not fully reflected in current credit statstics, such as nonperforming assets or nonperformng
loans. To determine risk of loss, and in wm the appropriateness of the allowance, the Company extends its analysis
to a number of other factors, including the level of delinquencies and delinguency trends; the level and mix of
Crotcized, Classified and Pass™Watch loans; reserve levels relative 1o ponperformang assets, nonperforming loans,
and net charge-offs; the level and irend in consumer and commercial bankrupicies; and financial performance trends
in specific businesses and industries to which the Company lends. In response to rapid growth and changes in the
mix of the loan portfolio, the Company has increased its required allowance over time and feels that the allowance
adequately reflects the current level of risk and incurred losses within the lsan ponfelio.

Due to the unprecedented devastation cawsed by Humcanes Katnina and Rita i August and Seplember 2005,
respectively, the Company performed an extensive review of the loan portfolios mpacted by these storms,
Immediately after each of these storms passed, the Company's credit team began imense analysis of affected
portfolios, client flood and property and casualty inswrance coverage, impacts on sources of repayment and
underlving collateral, and chient payment probability, This analysis was aded by flood mapping technology,
physical inspection, and client contact,

The framework for the analysis involved first determining which clients were in the affected areas. Second, clients
were grouped by segment type (e, commercial, private banking, mortgage, indirect automobile, ete.).  Third,
segmented clients were analvzed m detail and divided mio three nsk categones (e, low, mediom and high), Low
risk clients had no impact, or relatively insignificant impact, a5 a result of the storm. Medium risk cliems had an
impact on their primary of secondary sources of repayment, but kad adequate liquidity to satisfy their obligations.
Finally, high risk clients had potentially significant problems that affected both primary and sccondary sources of
repayment.  Reserve levels were then placed against particular loans based on estimated default levels and loss
expeciations.  For example, for residential mortgage loans, a 509 default rate was assumed for high risk clients on
the groas loan balance outsianding (not net of cstimated insurance proceeds), and a 40% loss rate was assumed,
Medium risk residential mortgage clients were assumed 1o have a 35% default rate and a loss rate of 20%. Low risk
cliems were assumed to have a 0% default rate and a 10% loss rate.  Similar methodologies were used for other
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segments and risk categories, though default rates and loss expectation levels differed between various segments and
categories, Mo material consideration was given for amy federal assistance or private mortgage insurance, and only
minimal land values were assumed. Additional federal and’or state assistance may be forthcoming. but the sulcome
15 uncertain at this ime, Private montgage imsurance exists for 6% and 11% of residential mongage loans affected by
Hurricanes Katrina and Rita, respectively. Given limited real estate transaction closings since the huwrricanes, no
reliable determination can be made regarding land values at this stage. The risk classifications and reserve allocation
methadelogy are subject 1o change as panicular situstions continee W evalve,

As a result of this analysis, the Company recorded hurmcane-related boan loss provisions of $12.8 million and 51.6
malhion for Humcanes Katnina and Bita, respectively,

The following table presenis the allocation of the allowance for loan losses and the percentage of the tofal amount of
keans in each loan category listed as of the dates indicated.

TABLE 4 - ALLOCATION OF THE ALLOWANCE FOR LOAN LOSSES

December 31,
2004 1004 0% 1002 2001
Reweirve e ol Riserve %ol Ridsive e ol Heserve e ol Reserve B ol
e Laans k. ] T ] (0T B b [V T Y k. [T EY
Commencial, financial
and agriculural s0Me AE M Aa% 5% 29 P11 e FTT . T
Real estale - mongege 14 132 £ 11 L] .t | 4 20 k3 |
Rezal ssimie = constnaction | 2 . a 1 4 M 1 . 1
Loans to individuals 28 b 10 1 3 13 1% 34 45 42
UrcalBoscated 7 . I . 12 . 1 . Il
'ﬂ"‘m o e 100%  100%  00s 100% 100%  100% e 00% 0 1005

The allowance for loan losses amounted to 338.1 million, or 1.98% and 659.3% of total loans and total
nonperforming leans, respectively, at December 31, 2003 compared to 1.22% and 335.2%5, respectively, at
December 31, 2004. The allowance for loan losses increased $18.0 million, or §9.3%, from $20.1 million at
December 31, 2004, The increase included a 3171 million provision for lean losses and 54,9 million assigned to
loans scquired as part of the American Horizons scquisition. Met charge-olfs for 2005 were £3.6 million, or 0,200
of total average loans, up from 32.7 million, or 0.18% in 2004. The increase in net charge offs was due 1o the 511
mullion in net charge-offs recorded as a result of Hurmcane Katrnina. The following fable sets forth the activity in the
Company s allowance for loan losses during the periods indicated,
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TABLE 5 - SUMMARY OF ACTIVITY IN THE ALLOWANCE FOR LOAN LOSSES

Years Ended December 31,
fdollars in thousands) 1005 T4 11k 20032 i1
Allowance at beginning of period L2016 £ 18230 13,10 S1L1IT 5 10239
Addition dug o purchase transaction 4 5973 587 2439 - -
Adjusiment for boans transferred 1o held for sale {350y - - = s
Pronassan charged b opetatiosd 1 T 069 40410 &, 300 6197 L1 ]
Charge-ofis:
Commercial, financial and agricultural 1432 950 1,607 1,331 1,861
Morlgage 4T a1 17 i) 15
Laans o isdissduals 3638 3035 3128 1,391 2797
Total charge-oils 5,541 4112 4. TE2 4,782 A.0673
Recoveries:
Commercial. financial and agniculturs] kL Py a4 24 i
Mosgape 3 | 21 a8 17
Laoans o individuals 1,353 19T G47 Aivh 37H
Todal recovencs 1,593 1370 1172 Sed 035
Met charge-offs 3.0 i'_.i‘ﬂ 3@ 4,215 4,168
Allpaance at end of perend % 18,082 TG 5 18,230 13101 5 11,117
Allvwance for loan losses 10 noaporforming assc 031.2% 3M.8% 231.2% 193.2% §5.8%
Allreance for loan kosses 1o 1ogal boans at end of pomod 1.98% 1.22% 1.29%% 1.25% L.16%
Mt chuﬁr—uﬁ't Lo aveTage laans 0.20%% 0,18% 0.28% h43% 0,449

" Monperforming loans and assets include sccruing loans 90 days or more past due

Investment Securities - The Company’s investrment securities consist primarnily of securities issued by the U5,
Government and federal agency obligations, obligations of state and political subdivisions and mongage-backed
securities.  As of December 31, 2005, the Company's investment secunities available for sale amouned 10 $543.5
mallion, which mcledes a pre-tax net unrealized loss of 39,8 mallion, and its investment securities held to mamrity
amounted to 3291 million with a pre-tax net unrealized gain of $250,000. At such date, investment securitics
available for sale consisted of $406.3 million of mortgage-backed secunities, $39.7 million of ebligations of stale and
political subdivisions, and 3974 mullion of U5, Government and federal agency obligations. At December 31,
2005, mvestment securities beld 1o maturity consisted of $7.7 million of mongage-backed securities, 5133 million
of obligations of state and political subdivisions, and 8.1 million of LS. Government and federal agemcy
obhigations.

Investment securities increased by an aggregate of 55.6 million, or 1.0%, o 3572.6 mallion at December 31, 2005,
Thas 18 compared to 55670 mallion at December 31, 2004, Ths increase was due 1o investment secunties of 311,53
million obtained theough the acquisition of American Horizons and purchases of investment securitics amounting o
5137.5 million, both of which were partially offset by 5106.7 million from maturities, prepayments and calls, 324.0
million from sales of mvestment securites, $1.9 million from the amomzation of premiums and accretion of
discounts, and a decrease of $10.8 mallion in the market value of investment secunities available for sale. Funds
generated as a result of sales and prepayments were used 1o fund loan growth and purchase other securities. The
Company continues 1o monitor market conditions and take advantage of market opporunities with appropnate rate
and riak return elements. Mode 3 of the Consolidated Financial Statements provides further information on the
Company's investment securities,

Short-term Investments — Shori-term investments result from excess funds that fleciuate daly depending on the
funding needs of the Company amd are currently invested overnight in an ineresi-bearing deposit account at the
Federal Home Loan Bank (“FHLE"™) of Dallas, the total balance of which eams mterest a1 the current FHLE discount
rate, The balance in mterest-bearing deposits at other institutions increased $40.8 million, or 211.0%, from 519.2
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milleon at December 31, 2004 1o 560.1 mallion at December 31, 2005. The average rate on these funds during 2005
was 320, compared to 1.46% dunng 2004,

Mortgage Loans Held for Sale = Loans held for sale increased 524 million, or 29.7%, to 31005 mullion a
Decernber 31, 2003 compared 10 58,1 mallion a1 December 31, 2004, Loans held for sale have primarily been fixed
rate single-famdly residential morigage leans under contract to be sold in the secondary market.  [n most cases, loans
in this category are sold within thirty days. Buyers generally have recourse to return a purchased loan o the
Company under hmited circumstances.  Recourse conditions may include early payment default, breach of
represcmations of warraniies, and documentation deficiencies, Dunng 2005, approximately 81% of total single-
family morigage originations of the Company were sold in the secondary marker as cormpared 1o 3995 in 2004,

Other Assels — The following 1able detals the changes in other assets at the dates indicated.

TABLE 6 - OTHER ASSETS COMPOSITION

Diecember 31,

filolfars i thawsands) 0% 2004 714 Wz k{1017
Cush amd dusg from banks 5 ooAST & 33,0 5 4271 £ 37022 & 35045
Premises and t‘.l'ulpl'lltnl £5.000 39,557 3199 18,141 19,455
Gaadwill 9%.167 64,732 50523 35,401 5644
Bank-oanad lalfe insuranse 4 620 17, by 20623 21 5480 15,276
Cher 59,464 47,834 45,150 23603 22 007

Total £ 128958 £221. 703 5 X576l 135817 128417

The %328 million increase in cash and due from banks was primanly dee to the high level of deposit growth
experienced durimg 20605,

The $15.5 million increase in premises and equipment was primarily the result of the $7.2 million of fixed assets
obtained through the American Hosizons scquisition and land and building purchases associated with the Company”s
expansion imtative announced in September 2005,

The $28.4 million increase in goodwill related 10 the American Honizons acquisition. The 57.0 million increase in
bank-owned life insurance related prirwarily o a $5.0 mallion policy purchase, coupled with eamings on policies.

Other assets increased $21.6 million, The largest component of the increase is the result of the core deposit
imtangible (34.6 million amonized valwe as of December 31, 2005) related to the American Horzons acquisition.

Funding Sources

Deposits obtaimed from clients i its primary market arcas arc the Company’s principal source of funds for use in
lending and other business purposes. The Company attracts local deposit accounts by offering a wide variety of
accounts, competitive inferest rates and conventent branch office locations and service hours.  Increasing core
deposits through the development of client relationships s a continuing focus of the Company, Borrowings have
become an increasingly important funding source as the Company has grown. Other funding sources include short-
term and bong-term borrowangs, subordinated debt and shareholders’ equity. The following discussion highlighis the
major changes in the mix of deposits and other funding sources dunng 2003,

Deposits — The Company has been successful in rassing deposits in the markets in which it has a presence and
believes the increase to be the result of several factors including the development of customer relationships and
opporunities in the public funds arena. The following 1able sets forth the composition of 1he Company™s deposits at
the dates indicated.
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TABLE 7= DEPOSIT COMPOSITION

December 31,
iawliars in thowreads) s 2004 Hai 2002 201
Mominlerest-bearing DDA 5 350065 15% 5 208850 1rw % IEOTE6  12% 8 [Se008  IFe S 184980 |i%m
NOW aceounts 575379 16 511584 M0 449038 I8 BIES I3 Bi685 30
Savings and monsy markel 554731 2% T 1 js0zes 12 9495 25 MS0ER 25
{':rlil'u,‘:ln,'.in!'dtm TaHrTHI 34 [hF S kS ] LS 0RT kE ] 431,507 3% 534,070 41
Toal depusils SLI4L056 |00 SITTIARD 100 BLSRO06  100% 5124233 100% 81237084 100

Deposits at December 31, 2005 reflected an increase of $469.5 million, or 26.5%, to 532.2 billion as compared 1o
518 billien st December 31, 2004, The growth in deposits incleded $192.7 million of deposits acquired from the
acquisition of American Horizons, Since the end of 2004, nonimerest-bearing checking accounts increased $131.2
million, or 59.9%, interest-bearing checking account deposits increased 5428 million, or 8.0%, savings and money
market sccounts increased $1601.0 million, or 40.9%, and certificate of deposit accounts increased $134.5 million, or
21.4%. Excluding the effect of American Horizons, nonimterest-bearing checking accounts increased 591.6 million,
ar 41.9%, mterest-beanng checking acoount deposits increased 524 million, or 0.5%, savings and money market
sccounts increased $138.0 mullion, or 35.0%, and certificate of deposit acoounts increased 544.8 mullion, or 7.1%.
Ar December 31, 2005, 33301 mullion, or 15.6%, of the Company's total deposits were nomintergst-beanng,
compared to $218.9 million, or 12.3%, at December 31, 2004,

Certificates of deposit 100,000 and over increased 3757 million, or 32,1%, from 52357 mullion at December 21,
2004 1o 52115 mallion at December 31, 2005, The following table shows large-denomdnation cemificates of deposi
by remaining mawntes,  Additional information regarding deposits is provided in Note 8 of the Consolidated
Financial Statements,

TABLE 8 = REMAINING MATURITY OF CDS S100,000 AND OVER

December 31,
flflars in howsamds) A T4 Wi
¥ months or bess £ ET4N 5 434ss & B7.55%
Over 3« |12 moniks 1 00, Sl 1,908 BT.509
Onegr 12 - 36 manths G, 65| T2, 126 35,004
More than 36 mosths 12,412 I3 24309
Total £ 3n4%0 £ 2357 5 2154059

Borrowings and Debi - Advances from the FHLE of Dallas may be obiained by the Company upon the security of
the common steck it owns in that bank and certain of its real estate loans and investment securilies, provided certam
standards related to creditworthiness have been met.  Such advances are made pursuant to several credit programs,
each of which has s own mierest rate and range of matuntes, The level of shor-term bomrowings can flectuate
significantly on a daily basis depending on funding needs and the source of funds chosen to satisfy those needs.
Total short-term bomowings decreased $167.6 million, or 70.9%, to 368.8 million at December 31, 2005 compared
to $236.5 mullion at December 31, 2004, The Company’s shon-term bommowings at December 31, 2005 were
comprised of 2743 0 of advances from the FHLE of Dallas and 368.1 million of secunities sold under agreements
to repurchase, The average amount of short-term bomrowings in 2005 was 51431 million, compared w S1585.6
mdllion im 2004

The Company™s short-term borrowings at December 31, 2004 were comprised of $192.0 million of advances from
the FHLE of Dallas and 544.5 million of securities s0ld under agreemenis to repurchase. The average amount of
short-term borrowings i 2004 was $188.6 million, The weighted average rate on shor-term bormowings was 1.83%
at December 31, 2005, compared to 2.01% at December 31, 2004, For additional information regarding shost-tenm
bomowings, see Note 9 of the Consolidated Financial Statements.
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The Company's long-term borrowings increased 544.1 million, or 21.4%, to 3250.2 million at December 31, 2005,
compared to $206.1 million at Decernber 31, 2004. The primary reason for the increase was due 1o 534.2 million in
long term debt assumed as a result of the Amernican Horizons acquisition. The majority of the Company's long-term
borrowings, $153.7 million, were comprised of fixed-rate advances from the FHLE of Dallas which cannot be paid
off without mcurring substantial prepayment penalties. Remaining FHLE advances of 5550 million consist of
variable rate advances based on three-month LIBOR.

The Company’s remaining debt of $37.3 million consists of junior subordinated deferrable interest debentures of the
Company issued to statutory trusts that were funded by the issuance of floating rate capital securities of the trusts,
The debentures qualify as Tier 1 Capital for regulatory purposes. Interest is payable quarterly and may be deferred
at any time at the election of the Company for up to 20 consecutive quarterly periods. During any deferral peried the
Company is subject to certain restrictions, including being prohibited from declaring dividends to its common
shareholders. The following table summanzes each outstanding issue of junior subordinated debt. For additional
information, see Note 10 of the Consolidated Financial Statements.

TABLE 9 = JUNIOR SUBORDINATED DEBT COMPOSITION

fedollars in thawsals)

Date lssued Term Callable After Interest Rate Amount
Navember 2002 30 years % vears LIBOWR plus 3.29% 510,310
June 2003 30 years 5 years ™ LIBOR plus 3.15% la,31@a
September 2004 30 years § yeam LIBOR plus 2.00% 19,310
March 2003 ' 10 years 5 years ™ LIBOR plus 3.15% 6,351
Balasee, December 11, 2005 537,281

T Obtained via the Amencan Horizons acquisition.
B Subjeet 10 regalatory requirements,

Sharcholders' Equity = Sharcholders’ equity provides a source of permanent funding, allows for future growth and
provides the Company with a cushion 1o withstand unforeseen adverse developments. At December 21, 20035,
shareholders’ equity totaled $263.6 million, an increase of 543.4 million, or 19.7%, compared to $220.2 million at
December 31, 2004, The following table details the changes in shareholders’ equity during 2003,

TABLE 10 - CHANGES IN SHAREHOLDERS' EQUITY

idodlary in thousands) Amount
Balance, Docembser 31, 2004 5 X162
Commaon stock (ssued for acquission 47,737
Mt imome 22,00}
Commen stock released by the Compasy's ESOP trust 622
Commen stock camed by paticipasis in the Coenpany™s REP trust 2,118
Sabe of trexsury stock fior slock options exercised 35685
Cash dovidends declared 19.582)
Repurchases of common stock placed mio ireasury (17.504)
Decrease in other comprehensive income {6,019)
Stock based compensatn cosl 470

Balamce, December 31, 2005 £ 263569

Om April 20, 2005, the Company announced a new Stock Repurchase Program authorizing the repurchase of up 1o
375,000 common shares. During the year ended December 31, 2005, the Company repurchased a total of 365,488
shares of its Common Stock under publicly announced Stock Repurchase Programs. The following table details
these purchases during 2003,
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TABLE 11 - 5TOCK REPURCHASES

Number of Shares Maximum Number of
Mumber Average Furchased as Fart of Shares that May Yet Be
of Shares Price Pakd Fublicly Ammsunced Farchased Under
Period PFurchased per Share Repurchase Flans Hepurchase Flans
Jarmary 52125 54848 5E125 Q% 666
February 61875 848,69 61,875 11,11
Apil 31,250 540,14 3250 541
May 159 250 54707 159 250 216,291
June SR8 4770 RLIRE 165,303
Soplemibor 1 0,000 55015 10000 155,303
Total 303488 547.89 365 456

Mo shares were repurchased duning March, July, August, Ociober, November, and December 2005, Wo shares were
repurchased during the year ended December 31, 2005, other than through publicly announced plans.

Om July 21, 2005, the Company announced the declaration of a five-for-four stock split in the form of a 25% s1ock

dividend. The dividend was paid August 15, 2005 to sharcholders of record as of Aupgust 1, 2005, All share and per
share amounts have been restated 1o reflect the stock splin

RESULTS OF OPERATIONS

The Company reported net income of 322.0 mollion, $27.3 mallion and $23.6 mallion for the years ended December
31, 2005, 2004 and 2003, respectively. Eamings per share (“EPS"™) on 2 diluted basis was $2.24 for 2005, $3.01 for
2004 and 52.74 for 2003, During 2005, interest income increased 526.7 million, intercst expense increased 516.5
mallion, the provision for loan losses increased 513.0 mallion, noninterest income mcreased 2.9 million, noninterest
expense increased 395 million and income fax expense decreased 341 million. Cash eamings, defined as net
income before the amortization of acquisiton infangibles. amounted to 3228 million, $27.9 mdllion and 524.1
mallion for the years ended December 31, 2005, 2004 and 2003, respectively. Included in earmings are the resulis of
opcrations of American Horizons from the acquisition date of Jamuary 21, 2005, Alliance from the acquisiteon date of
February 28, 2004 and Acadiana Bancshares, Inc. from the acquisition date of February 28, 2003 forward.

Met Interest Income = Net interest income 13 the difference between mterest realized on caming assets amnd interest
paid on interest-bearing liabilities and i3 also the driver of core carnings. As such, it s subject to constant scrutiny by
management. The rate of retwrn and relative risk associated with earning assets are weighed to determine the
appropriateness and mix of earnimg assets, Additionally, the need for lower cost funding sources is weighed against
relationships with clients and future growth requirements. The Company®s average interest rate spread, which is the
difference between the vields camed on eaming assets and the rates paid on interest-bearing liabilities, was 3.23%,
140% and 3.67% during the years ended December 31, 2005, 2004 and 2003, respectively. The Company’s net
iterest margin on a iaxable equivalent (TE) basis, which is net inberest income (TE) as a pereentage of averape
caming asscts, was 3.54%, 3.60% and 3.29% dunng the years ended December 31, 20035, 2004 and 2063,
rt.l.ptl:l:i'l.-cl:.r.
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Met interest income increased $10.2 million, or 13.6%, in 2005 1o $54_8 million compared 1o $74.6 million in 2004,
This increase was due to 2 326.7 mallion, or 24.6%, increase in interest income, which was partially offset by a $16.5
million, or 48.7%, increase in mlerest cxpense. The improvemen in net interest income was the result of increased
wiplwmes and an improved mix of carning assets and deposits.  Although eamings improved through increased net
interest income, the related net interest spread and margin ratios compressed, driven i pan by the rise in shori-temm
interest tates and the associated repricing of the Company's assets and labilities.

Im 2004, net interest income increased 37,0 million, or 10.3%, 1w 374.6 million compared to $67.6 million in 2003,
This increase was due 10 & $12.0 million, or 12.5%, increase w imerest income, which was partially offset by a 55.1
miallion, or 17.5%, increase in imerest £xpense,

The Company will continee to monitor investmen! opportunities and weigh the associated risk/return. Volume
increases in caming assets and improvements in the mix of earning assets and interest-bearing liabilities are expecied
o improve net inferest incone, but may negatively impact the net interest margin ratio. The Company has engaged
in imlerest rate swap transactions, which are a form of denvative financial wstrument, o modify the oet interest
sensitivity to levels deemed to be appropriate. Through this instrument, imterest rale risk is managed by hedging with
an inleres] rate swap contmact designed w pay hved and receive foatng interest.  The interest rate swaps of the
Company were executed to modify net interest sensitivity 1o levels deemed appropriate.  Average loans made up
74.3% of average earning assets as of December 31, 2005 as compared to 71.4% at December 31, 2004, Overall,
average loans increased 20.2% in 2005, The increase in average loans was funded by mereased customer deposits.
Average investment seouritics made up 23.2% of average earning assets at Diecember 31, 2005 cornpared 1o 26.3% at
December 31, 2004, Average imievesi-beanng deposits made up B2.0% of average interesi-bearing liabilities at
December 31, 2005 compared to §1.0% at December 31, 2004,  Average bomowings made up 18.0% of average
interest-bearing liabilities at December 31, 2005 conpared to 19.0% at December 31, 2004. Tables 12 and 13
further explain the changes in net interest income.

The following 1able sets forih, for the perods indicated, information pegarding (i) the total dallar amount of interest
income of the Company from eaming asseis and the resultant average yields; (it} the total dollar amount of interest
expense on interest-bearing habiliies and the resultant sverage rate; (iii) net imterest ivcome; (1v) net interest spread;
and (v} net interest margin, Information is based on average daily balances during the indicated penods.  Investment
security market value adjustments and trade-date secounting adjsstiments are nol considered 10 be caming assets and,
a3 such, the net effect is mchaded in noncaming assets. Tax equivalent [TE) yields are calculated using & marginal
tax rate of 35%.
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TABLE 12 - AVERAGE BALANCES, NET INTEREST INCOME AND INTEREST YIELDS / RATES

Years Ended Decemsber 31,
fefaliers in thouands) 2005 2004 1003
Average AVETRRE Average
AveTage Wielad! Average Yiehd! Average Yield"
Balance Islerest Rale Balasis Naderest Hate Halanee Interest Rate
Eamang adseis:
Loass eceivahle:
Moatgage boans £ 418515 523536 S37% 5 InmEl 521860 4w & Me03E S OMZE G (5%
Commearcial loans (TE} 263,700 48287 574 6,150 20,882 485 511,634 15,987 56
Consurmer and cther laass L1870l i 81 454, LR 12488 6AT 4506, 165 11602 T4
Tedal koans 1 E40075 104,492 5. 1330, XER Eﬂ&}l 447 1,504,135 ™27 [ I
Liars held for sale 11, B66 T 551 10,3491 510 500 14,172 593 5.3
Investmeen] securitics (TE) 574,832 24,093 444 251271 13974 412 434 16T 15,667 14
Oeher caming kxscts &A0.773 1,950 189 19 0Eh oy Pl 30440 T8 .99
Taital carming sdbetd 2ATT.546 134130 £.47 2044056 108510 LR 1,797 817 O, 462 550
Allowance For koan lodses: (27004} {19,48K) {16,491
Worsainsg 35351 267423 215,508 [31.64r0
Toial axsets 2717061 51,138,146 516095
Imseress-bearing Habilivies:
Diepoasts:
WOW sccounts g S5 T08 % 0239 1655 & 510,187 § 54613 LiMe § 358,327 8§ 345 0.91%
S and eosey rarkel A0eously ELTVE & EY 171 1.28 &350 e 0.7 154547 1914 [N =3
Certificases of depemit TIT el 21,187 241 024,555 15,108 242 01150 14,565 2.47
Tital imtereid-beaning deposils LT 30,597 247 1,338.477 13,837 1.5% 1,314,663 20k 1.0
Short-term bompwings 143,000 3395 1M 188,539 2044 1.38 1135014 1428 1.22
Long-serms debt 145 501 10,539 423 173384 7,501 4.6 148,841 AT 4.29
Tinal microii-bearing liahililics 2.1 55,568 HHh53l I.34 1, M AST 13,0482 .78 1378518 2EAT0 .83
Moninsereis-bearing demand deposits 181,106 28T 183,274
Moninteress-bearing liahilizies 16,1740 18,121 23 283
Total habalities AR5 A% 2127460 1.TR4.278
Sharchalders” equaty T60 620 210585 180,417
Total Liabilitses and sharchalder” squity £L.TIT.063 §2.338.145 51.0964,6595
et eaming mssets £ 1MNA78 § 241584 5 BS99
et innerest spread R4 TOE X2%% 5§ 74618 A0 E6T633 16T%
Met intereat incoene (TE) /
Mel imtercH EE ! !E] I.E-HLEGI 154 § 77450 3.60% S T0,236 3.55%

The following table analyzes the dollar amount of changes i interest income and interest expense for major
components of earning assets and interest-bearing liabilities. The table distinguishes between {i) changes atiributable
to volume (changes in average volume between periods times the average yieldrate for the two perveds), (11) changes
aitributable io rate (changes in average rate between periods imes the average volume for the two penods), and (3i)
total increase (decrease),
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TABLE 13 - SUMMARY OF CHANGES IN NET INTEREST INCOME

2005 1 2004 2004 /2003
Change Attributable To Change Attributable To
' Total Total
Imcrease Inerease
fefallars in thousands) Volume Rate {Decrease) ' ol st Rate { D rease )
Earnéng assels:
Loans:
Morigage boans 5 Llo4 5429 & 1675 L L 5 (2.063) 5 233
Conmercial boans 11,383 6,882 18,403 6,09 (2,201} 1,895
Consumer and ather baans 3,038 143 4,181 25T (26010 (114}
Loans held for sale 150 ] 159 (Z14) {15%) (373
Invesimenl secumilics 445 T3 1214 4,140 337 1307
Other carming asscts i) Tl 1,051 il & L}
Total net change in INcome Gn caming
asacts 1 7500 2.159 20.71% L, B0 (4,753 12 (48
Imerest-bearing liazhilites:
[Dheposing:
WO scgounts 4% 2981 14626 1.523 B45 1368
Savings and money market accounts 1. 42% 1,630 1055 186 [1%4) § 3
Certificates of deposit 1086 3,393 60749 5 (334) 243
Borrowingt 1953 1,814 3789 2843 [593) 2,250
Tofal net change im expense on indonest-
heaning liabalities 6,704 9,840 16,549 5,319 (2740 3053
Change in nel mlerest income 3 10,851 § 681} 5 10070 § 11472 § (24770 5 600

Interest income includes interest income eamed on eaming assets as well as applicable loan fees ecarmed,  Interest
incomee that would have been eamed on ponaccrual loans had they been on acerial stats is not included in the data

reported above.

Provision for Loan Losses - Management of the Company assesses the allowance for loan losses quarterly and wall
make provisions for loan losses as deemed appropriate i order io maintain the adeguacy of the allowance for loan
loases.  Inereates to the allowance for boan losses are achieved through provisions for loan losses that are charged
against income. Adjustments to the allowance may also result from purchase accounting adjustments associated with
loans acquired in mergers.

Az a result of the significant impact of Hurricanes Katrima and Rina, the Company recorded a one-time loan loss
provision of 514.4 million duning the third quarter of 2005, Owverall, the Company increased the provision for loan
losses by 322.4% from 34.0 million in 2004 to $17.1 million in 2005, The provision for loan losses was $6.3 million
in 2003. Net loan charge-offs were 33.6 million for 2005 compared to 52,7 million for 2004, The allowance for
loan losses as a percentage of oultstanding loans, net of uncarmed income, was |98% at December 31, 2003,
compared io 1.22% at year-end 2004, A discussion of credit quality can be found in the section on “Asset Quality
and Allowance for Loan Losses™ in this analysis,
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MNoninterest Income = The Company reported noninterest income of $26.1 million in 2005 compared to $23.2
mullion for 2004, The followang table ilhesirates the prmary components of noninterest income for the years
indicated.

TABLE 14 - NONINTEREST INCOME

Percent Percent

Increase Increswe
fdalfars in thowsrads) __2005 2004 [Decrease) 2003 { et rease)
Service changes on deposil accounts 5 13427 51237 4.0 4%, 5 10,683 4%
ATM debat card fee income 24 002 344 LAIO 1.2
Incamee from bank owmed ile mswance 1,079 1,663 1.0 1,521 9.5
Lialm an sale of lains, net 2497 2704 (H0L6) 4,154 {315
Ciaim on sale of assets Bl 2H 58 M (3.1
Gain {lozs) om sale of investmenis, met [ g i 105,63 267 1604
Oihéd income 4,742 31513 5.0 1,250 1
Total nomimeres) income 5 Mh 141 & 13217 116 % 5 23,064 0.7%

Service charges on deposit accounts increased 51,1 mallion in 2005 primarily due to increased volume related to the
Acrnerican Horizons acquisition and revenue enhancement indliatives,

ATM/debat card fee income increased $697,000 in 2005 duc 1o the expanded cardholder hase atributable w the
American Horizons acquisition and increased usage,

Income from bank owned life insurance increased 3316,000 in 2005 as the Company increased itz average
investment i bank owned life meurance from 534,10 mullion in 2004 to $42.7 million in 2005,

Lian on sale of boans decreased 3297 (00 in 2005 as a result of reduced demand for mortgage refinancings and
associated sales of these loans into the secondary market. During the third quarter of 2005, the Company sald $3.7
million of nenperfonming loans to a third pany resulting in an aggregate gain of S290,000.

Giain on sale of assets increased $606,000 in 2005, This increase is primarily the result of the sale of three excess
properties. One of the properties was located in New Orleans, while the other two were located in Mostheast
Louisiana.

Other noninterest income increased 31.2 million in 2005, The increase is due to a 3577000 rise in broker sales
commissions, 3239, 000 in payments received as a result of the conversion of the Company’s ownership interest in
the PLULSE EFT Association (“PULSE™) as a result of PULSE's merger with Discover Financial Services and
mepdest increases in several other fee categonies,

Noninterest income increased $153,000 from 2003 1o 2004 primarily due 10 2 $634,000 increase in service charges
on deposit accounts as a result of the mmplementation of revenue enhancement strategies, a 202,000 increase in
ATM/debit card fees from increased usage and a 3431000 increase in gains on the sale of investment securities.
MNoninterest income was adversely impacted by a £1.4 million decrease in gains on the sale of montgage loans in the
secondary market as refinance activity slowed from 2003"s record level and a $114,000 decrease in gains on the
sales of assens.
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Moninterest Expense — Ongoing atlention 1o expensde contral i part of the Company's corporate culture.  The
Company reported noninterest expense of 564.4 million in 2005 compared to 5549 mallion for 2004, The following
table illustrates the primary components of noninterest expense for the years indicated.

TABLE 15 - NONINTEREST EXPENSE

Fercent

Fercend Increawe
fdollars in thousards) 2005 o4 Imerease 2003 (Eke rease]
Salarves and empleyes benelis § 13,973 5 2Rk 12.8 % % 26,585 12.3 %
Oeeupaney and aguipment 8319 6534 2.7 6,273 L]
Franchise and shares tax 5061 2607 .z 10EG 250
Commrunication and delivery 3007 15814 (LU ] 176z 1%
Marketing and batineis developmsem 1 T 1502 1.7 1,255 200
Drta proscessing 1.857 I A02 31 1,663 (10.3)
Printing. staticnery and sapplics E 845 174 B45 -
Amorization of =oquisition intangibles 1. 207 EBBS 63 TEI 133
Pralcsional sormaces 24.33% | B nE 2067 (0.5
Ok €5 perises 7.737 5,190 250 6,112 1.3
Toka] nonINEETCEl CXpnse § 04438 & 54857 174 % 5 50,629 4%

Salarses and employee benefits increased 34.1 mullion in 2005 due to increased staffing associated with the Armerican
Horizons acquisition and the Company’s branch expansion initiative, as well as several strategic hires made during
2004 and 2003, The Company also recorded 3470,000 of compensation expense due to the immediate vesting of all
cutstanding unvested stock options on December 30, 2005, Due to the completion of funding of the Company's
ESCP at the end of the first quarter of 2005, the Company realized savings of 51.7 mallion compared to 3004,

Oecupancy and equipment, communication and delivery and data processing increased 513 million, 5294000 and
53450000, respectively, in 2005 prmanly due to infrastructure expansion and improvemecnis.

Franchise and shares tax increazed 3333, 000 million in 2005 due 10 growth in capatal and income, Both capital and
income levels are key components of the Louisiana shares tax calculation.

Marketing and business development expense increased 3184, 0460 in 2003 s the Company expanded advertising and
business development programs in selected markets,

Armortization of acquisition intangibles increased 5322000 in 2005 due to the amortization of the American
Honzons core deposit intangible.

Other nominierest expenses increased 52,1 million in 2005, The largest components of the increase were 3650,000
of one-time expenses associated with the integration and conversion of American Horizons, 3401 000 of one-time
expenses associated with damages and other costs resulung from Humicanes Katring and Rita, a 3527 (86 increase in
professional service expenses and a $389 000 increase in ATM/debit card expenses. One-time hurrcane expenses
consist prmanly of costs to repair damaged facilities and relocate displaced employees.

Moninterest expense increased 54.3 mallion from 2003 to 2004 primanly due to increased salaries and benefils as a
result of the Acadiana and Alliance acquisitions, several strategic hires and the msing cost asseciated wath the
increased market value of the Company's common stock as it relates 1o the Company™s ES0OP, Other significam
mcreases included a $3601,000 ncrease in occupancy and equipment costs associated wiath  infrastmuciere
improvements, a 521,000 increase in franchise and shares tax and a 3327,000 increase in marketing and business
development expenses.
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Income Taxes - For the years ended December 31, 2003, 2004 and 2003 the Company incurred income tax expense
of 37.4 million, 31 1.6 million and $10.2 mallion, respectively. The Company's effective tax rate omounted to 25.3%,
29.7% and 30.3% during 20035, 2004 and 2003, respectively. The difference betwesn the effective tax rate and the
statutory tax rate primarily relates o varances in items that are non-taxable or non-deductible, primarily the effect of
tag-cxempt incomes, the non-deductibility of pant of the amortization of acquisition iMangibles, and the non-
deductible portion of the ESOP compensation expense, The decrease in the Company's effective ax rates for 20035
is attribatable 1o the effect of the third quarter net boss and the decrease in ESOP compensation expense, a large
portion of which was not deductible for tax purposes, along with increases in the proporional levels of tax-exemp
imcome. For more information, see Mote 12 of the Consolidated Financial Statements.

CAPITAL RESOURCES

Federal regulations impose munimum regulatory capital requirements on all instiwtions with deposits insured by the
Federal Deposit Insurance Corporation. The Federal Reserve Board ("FRB™) imposes similar capital regulations on
bank holding companies. Compliance with bank and bank holding company regulatory capilal requirements, which
include leverage and risk-based capital guidelines, are momitored by the Company on an ongoing basis. Under the
risk-based capital method, a risk weight is assigned to balance sheet and off-balance sheet ilems based on regulatory
gubdelines. At December 31, 2005, the Company exceeded all regulatory capital ratio requirements with a Tier |
leverage capital ratio of 7.65%, a Tier 1 nisk-based capital ratio of 10.70% and a total nsk-based capital ratio of
11.96%. At December 31, 2003, the Bank also exceeded all regulatory capital ratio requirements with a Teer |
leverage capital ratio of 7.03%, a Tier | risk-based capital ratio of 9.81% and a total risk-based capital ratio of
11.07%

Regulatory Capital
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In addinon, the Company has junior subordinated debt waaling 5373 million, which may be incheded 0 Tier 1
capital wp to 25% of the total of the Company's core capital elements, including the junior subordinated debt. For
addinsonal information, see Note 10 of the Consolidated Financial Statements,

LIQUIDITY

The Company's liquidity, represented by cash and cash equivalents, is a product of its operating, investing and
financing activities. The Company manages its hquidity with the obpective of maintaining sufficient funds 1o respomd
o the needs of depositors and borrowers and 1o iake advaniage of camings enhancement opportunities. The primary
sources of funds for the Company are deposits, borrowings, repayments and matunties of loans and nvestment
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securitics, securities sold under agreements to repurchase, as well as funds provided from operations. Centificates of
deposit scheduled to mature in one year or less at December 31, 2005 totaled $459.5 million. Based on past
expericnce, management believes that a significant portion of maturing deposits wall remam with the Company,
Additionally, the majority of the investment secunity portfolio i classified by the Company as available-for-sale
which provides the ability to liquidate securitics as needed. Due to the relatively short planned duration of the
invesiment security portfolio, the Company continues to experience significant cash flows on a normal basis,

While scheduled cash Nows from the amortization and mamarities of loans and securities are relatively predictable
sources of funds, deposit flows and prepayments of loan and investment securities are greatly influenced by general
inferest rates, economic conditions and competition. The FHLE of Dallas provides an additional source of liquidity
i make funds available for general requiremenis and also 1o assist with the variability of bess predictable funding
sources. Al December 31, 2005, the Company had 32095 mallion of oustanding advances from the FHLB of
[allas. Additional advances available at December 31, 2005 from the FHLE of Dallas amounted 1o £440.7 million.
The Company and the Bank also have various funding arrangements with commercial banks providing up to 373
mullion in the form of federal funds and other lines of credit. At December 31, 2005, there was no balance
outstanding on these lines and all of the funding was available to the Company.

Ligquidity management s both 3 daily and long-term function of business management. Excess liquidity is generally
imvested in short-term investments such as overndght deposits. Omn a longer-term basis, the Company maintains a
strategy of investing in various lending and investment security products.  The Company uses ils sources of funds
primarily 1o meet is ongoing commutments and fund loan commitments.  The Company has been able to gencrate
sufficient cash through its deposits as well as bomowings and anticipates it will continue o have sufficient funds 1o
mieet its higquidity requirements.

ASSET/ LIABILITY MANAGEMENT AND MARKET RISK

The principal objective of the Company’s asset and hability management function 15 to evaluate the interest rate risk
included in certain balance sheet accounts, determing the appropriate level of risk given the Company’s business
focus, operating environment, capital and liquidity requirements and performance objectives, establish prudent asset
concentration  guidelines and manage the risk consistent with Board approved guidelines. Through such
management, the Company seeks to reduce the vulnerability of its operations to changes in interest rates, The
Company's actions in this regard are taken under the guidance of the Scnior Management Planning Committee. The
Senior Management Planning Committee normmally meets monthly to review, among other things, the sensitivity of
the Company's assets and liabilities to interest rate changes, local and national market conditions and inerest rates.
In connecteon therewiih, the Senior Management Planning Commitiee generally reviews the Company's liquidity,
cash flow needs, maturities of investments, deposits, borrowings and capatal position,

The objective of interest rate risk management is 1 conrol the effects that interest rate fluctuations have on et
interest income and on the net present value of the Company's eaming assets and interest-bearing liabilities.
Management and the Board are responsible for managing interest rate risk and employing risk management policies
that monitor and limit this exposure.  Interest rate risk is measured using net interest income simulation and
asset/liability net present value sensitivity analyses, The Company uses financial modeling 10 measure the impact of
changes in interest rates on the pet interest margin amd predict market risk. Estimates are based upon numerous
assumptions including the natre and timing of interest rate levels including vield curve shape, prepayments on loans
and securities, deposit decay rates, pncing decisions on loans and deposits, remvestment/replacement of asset and
liabality cash flows and ethers. These analyses provide a range of potential impacts on net interest income and
portfalio cquity caused by interest rate movements.

Incheded in the modeling are instantancous parallel rate shifis scenarios, which are wiilized 10 establish exposure
limits. These scenarios are known as “rate shocks™ because all rates are modeled 10 change instantaneowsly by the
indicated shock amount, rather than a gradual rate shift over a period of time that has traditienally been maore
realistic. As of December 31, 2005, the simulation of these shocks indicated that an instantaneous and susiained 20
basis point rise in rates would increase net interest income over the following 12 months by approximately 4 3%,
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while a 200 point decline in rates would decrease net interest income over the following 12 months by approximately
1.4% from an unchanged rate environment. For the same period, the model indicated that an instantaneous and
sustained 100 basis point nse in rates would ancrease met interest income over the following 12 months by
approximately 3.0%, while a 100 point decline in rates would increase net interest income over the following 12
months by approximately 0.9% from an unchanged rate environment, Computations of interest rate nsk under these
scenarios do not necessanily inchede cenain actions that management may undertake to manage this risk in response
1o anticipated changes im interest rates.

The rate environment 15 a funciion of the monetary policy of the FRB. The principal tools of the FRB for
implementing monetary policy are open market operations, or the purchases and sales of U5, Treasury and federal
agency securities. The FRB's objective for open market operations has varied over the years, but the focus has
gradually shifted toward attaining a specified level of the federal funds rate to achieve the long-run goals of price
stability and sustainable economic growth. The federal funds rate is the basis for overmaght funding and drives the
short end of the yield curve. Longer maturities are infleenced by FRB purchases and sales and also expectations of
monetary policy poing forward. The FRB began 1o increase the targeted level for the federal funds rate in June 2004
after reaching an all-time low of 1.00% in mid-2003. The fargeted fed funds rate has increased at each Federal Open
Market Committee meeting by 25 basis points and ended the year at 4.25%. Alhough each FRE rate increase
becomes more challenging 1o offser, the abality 10 delay deposit rate increases amd less aggressive repricing of the
maturing certificate of deposit portfolio has allowed the Company to offset the negative imgact of recent FRB rate
movements. Although management believes that the Company is not significantly affected by changes in imterest
rates over an extended penad of nme, the continued Naening of the vield curve will exen downward pressure on the
net interest margin and net interest income. Under iraditional measures of inferest rate gap positions, the Company is
slightly asset sensitive in the short-terme There was no significant shaft in the Bank™s interest rate position as a result
of the acquisition of American Hormzons m January 2005,

As part of its assetliability management strategy, the Company has emphasized the ongimation of commercial and
consumer loans, which typically have shorter terms than resadential morigage boans and'or adjustable or variable
rates of interest, The majornity of fxed-rate, long-term residential loans were sold i the secondary market during the
last three years to avoid assumption of the rate risk associated with longer duration assels i the cwrrent low rate
environment,  As of December 31, 2005, $567.9 million, or 29.6%, of the i.".'m-pang,-‘g tedal boan p-nl'lrnliﬂ had
adjustable interest rates. The Bank has no significant conceniration to any single loan component or industry
segmcnt.

The Company's sirategy with respect to liabilities in recent periods has been to emphasize transaction acoounis,
particularly moninterest bearing transaction accounts, which are not sensitive 10 changes n mleres! rates. AL
December 31, 2005, 66.0% of the Company's deposits were in transaction and limited-transaction accounts,
compared 1o 64,6% at December 31, 2004, Nonimterest bearing transaction accoumts totaled 15.6% of total deposits
at December 31, 20605, compared to 12.3% of twotal deposits at December 31, 2004,

As part of an overall interest rate risk management strategy, off-balance sheet derivatives may also be used as an
efficient way o modify the repricing or maturity characteristics of on-balance sheet assets and lnbalities,
Management may from time fo time engage in inferest rate swaps 1o effectively manage interest rate risk. As of
December 31, 2005, the Company had no derivatives other than interest-rate swaps accounted for as cash-flow
hedges, all of which met the criteria to be classified as effective hedges. The interest rate swaps of the Company
were executed to modify net interest sensitivaty to levels deemed appropriate,

OTHER OFF-BALANCE SHEET ACTIVITIES

In the normal course of busimess, the Company 15 a party 0 a number of activities that contain credit, market and
operational risk that are not reflected in whole or in pant in the Company™s consolidated financial statemems. Such
activities include traditional off-balance sheet credit-related fimancial instruments, commitments under operating
leases and long-term debt.  The Company provides customers with off-balance sheet credit suppon trough loan
commitments, lines of credit and standby letters of credit. Many of the unused commitments are expected to expire
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unused or be only partially used; therefore, the total amount of unused commitments does not necessanly represent
future cash requirements, The Company anticipates it will continue to have sufficient funds together with available
bosrowings o meet ils current commitments. At Decemnber 31, 2005, the total approved loan commatments
outstanding amounted 1o 5455 millwon, At the same date, commmitments under unused lines of crodit, including
credit cand lines, amounted 1o 53976 million. Included in these totals are commercial commitments amounting 1o
%305.1 million as showmn in the following table.

TARLE 16 - COMMERCIAL COMMITMESNT EXPIRATION PER PERIOD

Less Than 1 =213 d =5 Over 5
fidadlars in thowsands) I ¥ear VA WEars Years Tatal
Usnsed commereial lines of eredin N [ S § 0 2bLies § 4000 ] 5620 5 aa019
Urmesed loan comsmizments 44,612 - - - 44,9212
Standby letters of cradit 11,970 1,262 - - 13,241
Total 5 173115 5 23427 5 40 5 3620 5 5,082

The Company has entered into 3 number of long-term leasing amrangemenis (o support the ongoing activities of the
Company. The required paymems under such commitments and ather debt commatments at December 31, 2005 are
shown in the followang able.

TABLE 17 = CONTRACTUAL OBLIGATIONS AND OTHER DEBT COMMITMENTS

2011
fdallars in thousands) i) 2007 2008 2009 2010 and Afier Total
Operaling beascs 5 T % nr s 492 % 439 5 1 5 1473 % 4430
Certificates of deposit 459,533 193,186 0,733 13439 16,0108 4582 ThH2, T8I
Short-tevm bommowings 6, B49 . . - - o 63845
Long-ierm deba 24 052 5909 34,042 TaA54 EFALT Rl ] 230212
Toaal § 551431 & MM 5 1088AT % 132 0§ 33417 5 46333 05 LORS2T

As of December 31, 2003, the Company had committed to purchasing $1.8 million in land associated with its branch
expansion initiative. These purchases are scheduled to close during the first half of 2006,

IMPACT OF INFLATION AND CHANGING PRICES

The consalidated financial statements and related Mnancial data presented berein have been prepared in accordance
with generally accepted accounting primciples, which generally require the measurement of financial position and
operating results in terms of historical dollars, withowt considening changes 0 relative purchasing power over lime
due 1o mflaton, Unlike most industrial companies, virtually all of the Company’s assets and liabilities are monetary
in nature. As a result, interest rates generally have a more significant impact on the Company’s performance than
does the effect of mflation. Although fucwations m interest rates are neither completely predictable mor
controllable, the Company regularly monitors is inlerest rate position and oversees its financial risk management by
esiablishing policies and operating limits. Interest rates do not necessarily move in the same direction or in the same
magnitude as the prices of goods and services, since such prices are affected by nflanon 1o a larger extent than
interest rates. Although not as eritical to the banking indusiry as 1o other indusiries, inflationary factors may have
some impact on the Company's growth, eamings, total assets and capinal levels, Management does not expect
inflation 1o be a significant factor in 20046,
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ACQUISITION ACTIVITIES

On February 28, 2003, the Company completed ifs acquisition of Acadiana Bancshares, Inc., m exchange for
1.227.276 shares valued at 256 million and 398 mullion in cash. The ramsaction is accounted for under the
purchase methed of accounting. The consolidated statement of income includes the results of operations for
Acadiana from the acquisition date. The transaction resulted in 524.1 million of goodwill, 34.0 million of core
deposit intangibles and $313,000 of other imangibles.  The amount allocated to the core deposit intangible was
determined by an independent valuation and is being amortized over the estimated useful life of eight years using the
double declining method. The amount allecated to other intangibles represents the estimated value assigned 1o
martgage servicing rights and s being amonized over an estimated useful life of seven wears using the interest
method, For further information, see Note 2 to the Consolidated Financial Siatements.

On February 29, 2004, the Company completed its acquisition of Alliance Bank of Baton Rouge in exchange fos
150,106 shares of the Company's common slock valued an $15.5 million. The transaction is accounted for under the
purchase method of sccounting. The consolidated statement of income includes the results of operations for Alliance
from the acquisition date. The tramsaction resulted mn 35,2 nullion of goodwall and $1.2 million of core depodir
mtangibles, The amount allocated to the cone depodit imangible was determined by an independent valuation and is
being amortized over the estimated useful life of seven years using the straight line method. For further information,
see Node 2 to the Consolidated Financial Statements.

Om January 31, 2005, the Company completed its acquisition of American Horizons in exchange for 990,435 shares
of the Company’s common stock valued at 547,744,000 and 3653,000 in cash. The transaction is accoumted for
under the purchase method of accounting. The acquisition expanded the Company’s presence in Morth Louisiana.
The consolidated statemem of income includes the resulis of operations for American Horizons from the acquisition
date, The ransaction resulied in 5285 million of goodwill and $3.0 million of core deposit intangibles. The amount
allocated to the core deposit intangible was determined by an independent valeation and is being amoriized over the
estimated wseful life of ten years using the siraight line methed. For further information, see Mote 2 o the
Consolidated Financial Statements.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

Years Ended December 31,

{dollars in thouiands, exeept per ikars dara) 2005 2004 2003 1002 2001

Balance Sheet Data
Total adictis L 2RSX S0 % Taqg 02 58 XII5EIL R 1,570 5E8 | 426 K25
Cash andl cash aquivalins 126,800 53,268 60,521 63,775 51,681
Loans receivable LOIE516 1,650, 626 1,412 349 1, 0ebd 492 Q560135
[vesImen sevuslieg 5T AR2 St A5 470622 368122 121907
Goodwill and acquision inangibles 1060, 57 GE, 310 62,786 35,400 35,644
Deposil accousnis 3242 054 1,773 450 1589, 106 1,242,132 1237594
Barmowings 319,060 d42 543 Y18 BRI 172061 43,776
Shareholders”™ equity 263 564 I 62 195,169 1359 598 134,417
Book value per share "' 5 2760 5 562 % 1343 5 19.590 1542
Tangible book value per share '™ 17.07 1767 1559 14,86 13,54

Years Ended December 31,

fdotlars in theusands, except per share dara) 2005 2004 2003 12 2001

Imcome Statement Data
|Rerest Indame 5 135320 § 108,610 5 a0l 5 §7.552 100,568
IBierest expense 0,531 33053 285929 X1.938 40,018
Mt Imtencsl meoms B4, 798 74,628 a7v.ha33 4,594 54350
Proaasson for boan bosses 7.0t 401 B 200 b, 97 304G
et imterest income after provision for

lian losses 67,720 T0,587 61,331 £3.347 40 T

Honmmierest income 26 041 13217 I3 0l 17,866 15,144
Moninlerest expense 6d 438 54,897 S00629 44032 41,711
Incame before income: s 2432 EL R 33708 27.231 22737
Ingome xes 7432 11,568 1216 5778 8.229
et moams 5 22 HH) 73y 5 1355 8§ 18,453 14 508
Earnimgs pr share - basic 5 ran % im % 207 % 260 1.8
Esrnimngs per share = diluted 24 301 2 242 1.89
Cash camings per share - diluted i 107 r T 245 bl |
Cagh dividends per share 1.040 0ES 0. 72 060 0.56
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At or For the Years Ended December 31,

A 2004 2003 2002 2001
Key Ratlos ™
Relurm an average assels 081 % 1LA7T % .20 % 1.26 %% L %
Relurm an average oquily 41 12498 13.04 13.12 10.83
Returm an average tangible equiry 13.96 19.52 19.57 17.78 17.51
Equity to asscts at end of persod 014 200 922 B89 942
Exming asse1s 1o interest-bearing liabilibes 14.92 11282 11387 I 16.35 I 16.83
[siterest pate spread 33 140 36T d.19 354
e inlenes] mangin [TE]""':“ 54 16 LR d. 55 i1z
TOMENIEres] eNpense D AVETaZe 15501S 2.37 235 258 .00 2.94
Efficiency ratip ™' 5808 5611 5582 HE5 .02
Tangible efficiency ratio (TE) **™ 54.85 53,16 52.96 5503 5503
Dividend payout ratio 43156 26,55 £3.37 2368 28.71
Asset Quality Data
Momporfomming assets o lolal asscls
at end of period ™ nil % 025 % L3 % 042 % nal %
Allowance for loan basses 10 nonperforming
loans 31 end of period ™ 639,24 EL N ELEEFS RS 15986
Allpwaree for boan bosses 10 10esl logns
o1 endl of period 1.94 .22 129 125 116
Consolidated Capital Katios
Tier | beverage capital rabio THS % 763 % TS50 % ThE % R
Tier | risk-based capital rala 1070 11.13 10594 10065 9096
Talal msk:hased capial ratio 1.9 12 5 12.20 11.8% 1.0

{1} Shares used for ook value purpses exclude shares kel = tressury and pescleased shares held by the Employes Siock
Crweership Plan a8 the endl of 1he poncd

2y Tangibsle calzularsons ehimesane (he e of poosdwill e aoquisition relaned missgible ascets amd the comesponding
amartization cgpense on & ieTected basis where applicable.

{3y Wigh the exception of end=ofuperiod ratios, all ratios are based on average daily balances during the respoctive poniods.

{4} Interest raie spread represents the dilforonce bofwoen the woightod avorage vicld on caming assets and 1he weighsed avoape

cosl of intorest-beanng liabilitics. oot inlonesl margin reprosents sl Inlonesl moms 8 8 persenlags al avimage camang
asscis.

(50 FuBly tanable equavalent (TE) caliwlations mghalis 1he Lax beng il sssocpsed with seleied income sources thal ang ts-exempl

msing a margeal B rale of 35%.

(8) The ciliciency ralio Frepechenis NONINGETEIN CXPEnse 25 8 pertentage of towal revenues.  Towal revenues |5 the sum of net intenest

IREEnE and ReAMAICECE IBG0mE,
(7)) Maonperformang loans comsist of noraceruing beans and loans ) days or more past due. Monperforming asseis consist of
nonperfoming loans and repossessed assets.
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

To the Board of Directors of
IBERIABANK Corporation

The management of IBERIABANK Corporation (the “Company™) is responsible for establishing and maintaining
adequate internal control over financial reporting. The Company’s internal controd system was designed to provide
reasomable assurance to the Company’s management and board of directors regarding the preparation and fair
presentation of published financial state ments.

All intermal control systems, no matter how well designed, have inheremt limitations. Therefore, even those systems
determined 1o be effective can provide only reasonable assurance with respect to financial statement preparation and
presentation.

The Company’s management assessed the effectiveness of the Company's internal contrel over financial reporting as
of Decernber 31, 2005, In making this assessment, it wsed the critena set forth by the Commatiee of Sponsoring
Crganizations of 1ha Tr-l.-idwa}' Commassion (COS0) m farernal Conral—Integrated Framework, Based on owr
assesement, Management believes thay, as of December 31, 2003, the Company’s intermal contrel over financial
repornting is effective based on those criteria.

The Company’s independent auditors have issued an audit report on Management’s assessment of the Company’s
internal control over financial reporting.

Daryl G, Byrd Anthony J. Restel
Presudent and Chiel’ Executive Officer Executive Vice President and Chief Financial Officer
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REPORT OF INDEFENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders af
IBERIABANK Corporation

We have audited managements assessment, mcheded in the accompanying Management Repert on fmternal Contral
over Fimancial Repoviing, that IBERIABANK Corporation maintained effective internal contral over financial
reportmg as of December 31, 2005, based on criteria established in favernal Contral — Integrated Framewaork issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COS0)  IBERIABANEK
Corporation's management is responsible for maimtaining effective internal control over financial reporting and for
its assessment of the effecuvencss of internal control over financial repoming. Our responsibility is 0 express an
opinien on management's assessment and an opinion on the effectiveness of the Company's intermal control over

financial reporting based on our audit,

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit o obtaim reasonable assurance about
whether effective internal contral over financial reporting was manniained in all material respects. Our audit included
obtaining an understanding of intermal control over financial reporting, evaluating management's assessment, iesiing
andd evaluating the design and operating effectiveness of internal control, and performing such othier procedures as
we considered necessary in the circumstances, We believe that our audit provides a reasonable basis for our opinion,

A company's internal control over financial reporting 15 3 process designed to provide reasonable assurance
regarding the reliability of fMinancial reporting and the preparation of fMnancial statements for external purposes i
accordance with generally accepted accounting principles. A company's miernal control over financial reponing
includes those policies and procedures that (1) pertain 1o the maintenance of records that, in reasonable detail,
sceurately and fairly reflect the ransactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permil preparation of financial statements in accondance with
generally accepled accounting principles, and that receipts and expenditures of the company are being made only in
accardance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, of disposition of the company’s assets tha
could have a matenial effect on the financial statemenis.

Becauwse of its inherent limitations, internal control over financial reporiing may not prevent or detect missiatermenis,
Also, projections of any evaluation of effectiveness 1o future pertods are subject 1o the nsk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or proceduses may
deteriorate,

In our opinion, management’s assessment that IBERIABANK Corporation maintained effective infternal control over
financial reporting as of December 31, 20035, s fairly stated, in all material respects, based on criteria established in
Tuternal Control — Integrated Framework issucd by the Committee of Sponsoring Organizations of the Treadway
Commission (C0O50), Ao m our opinion, IBERIABANK Corporation maintained, in all material respects,
effective intermal conrol over financial reponing as of Decernber 31, 2005, based on criteria established in farernal
Comtrod = Imtegrated Framework issued by the Committes of Sponsoring Organizations of the Treadway
Commission (COS0),

We have also audited, m sccordance with the standards of the Public Company Accounting Chversight Board {United
States), the comsalidated balance sheets and the related consolidated statements of income, shareholders' equity and
cash flows of IBERIABANE Corporation and Subsidiary, and our report dated February 15, 20086 expressed an
ungualified opanon,

& ariy ,4«4«7,4%, Le

Mew [beria, Louisiana
Febmeary 15, 2006
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REFORT OF CASTAING, HUSSEY & LOLAN, LLC
INDEPENDENT REGISTERED ACCOUNTING FIRN

To the Board of Direciors and Sharcholders of
TRERIABANK Corparation

We have audited the accompanying consolidated balance sheets of IBERIABANK Corporation and Subsidiary as of
December 31, 2005 and 2004, and the related comsolidated stastements of income, shareholders' equity, and cash
fMlows for each of the years in the three-year penod ended December 31, 2005, These consolidated financial
statements are the responsibility of the Company's management. Owur responsibility is 10 express an opinion on these
consolidated financial statements based on our audits,

We conducied our audits in sccordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to oblain reasonable assurance about
whether the financial statements are free of material misstaterment.  An audit mcludes examiming, on & test basis,
evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the
sccounting 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 matersal respects, the
financial position of IBERIABANK Corporation and Subsidiary as of December 31, 2005 and 2004, and the results
of iis operations and its cash flows for each of the years in the three-vear period ended December 31, 2005, in
conformaty with accounting principles generally accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of IBERIABANE Corporation’s internal control over financial reporting as of December
31, 2005, based on criteria established in frrernel Controd-faregrated Fromework issued by the Committee of
Sponsoring Organezations of the Treadway Commission (CO50), and our report dated Febmary 15, 2006 expressed
an unqualified opinion of management’s assessment of internal control over financial reporting and an unqualified
opimion on the effectiveness of internal control over financial reportmg,

CMIZ&/,#MA?(%, LeL &

Mew Iberia, Louisiana
February 15, 20046
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IBERIABANK CORPORATION ANDI SUBSIDIARY
Consalidsted Balance Sheets
December 31, 2005 amd 2004

{dellars in thowsands, exeopt share data)

205 Tiing
Asicls
Cash and due from banks 5 06,697 5 33,940
Interesi-bearing deposits in hanks 60,103 19,325
Fotal cash and cash equavalenis 126,800 $3.065%
Securities nvailable lor wbe, & fair value 543,495 526,933
Socuritics beld so matarity, fair valoes of 529,337 and 541061, respectively 29087 40,022
Miorigaps loans hebd for sale 51 E LA LG
Loans, net of umcsarmed moome 1918516 1. 650,626
Allowanee for boan losses tlﬁ.ﬂ_ﬂ] IHI.HElt
Loans, nel | RED454 1630510

Fremises and equipment, net 5,010 1857
Cispcdvnll 93,167 54,732
Cmher nssets 114,084 £5.474
Total Assgis 4 FAL82 502 % T A4R.60T
Liabilitics
Deposils:

Manmnlerest-bearng % E06S % 218,859

Interess-bewring 1892891 1,554,630
Total deposits D GRG 1,773.489
Short-torm bormowings 6 B40 236453
Lomg-icrm deb X50.212 06 089
Chbher liabilitees 2 T A 12 A0
Taotal Linhilities 2 5R9,0X3 2 238 440
Sharcholders’ Equity
Preferred stock, 51 par salue - 5,000,000 shares authorized =
Common stock. §1 par value - 25 000,000 shares auiharized:
11,801,979 and 10,812,221 shares issued, respectively (1) 11,802 10,812
Addsional pald-in capital 1) 6545 136,841
Retnimed camings 150, 107 137,887
Unearmed compensalion 19,500 {5581
Accumualaied otber comprehensive mcome (5.629) g1
Trensary stock 2 cost - 2,253,167 and 2,204, 650 shares, respectively (1) (73,7721 (&0, 187)
Toinl Shareholders” Fﬂullv 263 559 230 162
Totml Linhilities nnd Shareholders” Equity 5 B52 597 % 2 A48 602

(1) Al share amoants kave been restated wo reflect the five-fos-four seock split, paid Augast 15, 2003 o sharcholders of record o
of August 1, 2005,

The sccompanying Moles are an integral part of these Conselidated Financial Statemenis.
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IBERIABANK CORPORATION AND SUBSIDIARY

Consolidated Statements of Imcome

Vears Ended December 31, 3005, 2004, amd 003

(dedlars in ihomsands, except per share data) S I 2003
lnierest amd ividend Income
Laans, inelading foes 5 g 4u1 % B4.231 § TRV
Mortgape loans held for sale, incloding fees i 520 93
Invesinsemd Securilies:
Taxable inderesi 698 20,425 13201
Tax-exenapl inberest 24w 2540 2466
Ciiher 1936 BES THE
Todnl interest gnd dividend incoeme 135 329 10E 610 9, 562
Interest Expense
Depasits ELRLE FAR T 20034
Short-term boerowings 31,395 264 1428
o Long-tcrm doka 10,339 1301 6,467
Tiedal interesy expense 50,531 13 9R2 18919
et inforesl Encome B4,T9E T4.628 67,633
Proncisson fo loan bosses 17,060 4,041 &, 301
Mt imeres) incors afler provision for loan losscs 67T HRERT 61,335
Momimteresl Imcome
Service charges on deposil acooumnis 13,427 12317 11,683
ATM debin cand foe incoms 2,709 202 L&D
Income from bank owned life insurance 1.97% 1663 1.521
(rasn om sale of loans, nel 2497 2,754 4,090
(Gain vm sale of assels 26 220 kXl
Cuain (lossh on sale of imvesimenis, nei (390 L] 247
(Mher igcome 4,74} 1513 3250
Total noninbensid imdom i 141 EIT 23064
Moninterest Expense
Salaries and employes bemefils 334971 29 R M6 5R5
Owcapancy and equipment 8319 6834 6,273
Franchise and shares tax 1161 607 2086
Communication and delivery 3,107 1Rl4 .76
Marketing and basimess development 1,766 1.582 1,258
Diaita procesaing 1,837 1,492 663
Printing. statiomery and sapplics 92 H45 B4%
Amsanization of scquisition intsngibles 1,207 &R 741
Professsonal services 133 1,802 2267
—Othet expenses L751 6,190 8113
Total noninlerest expense 4,438 L4807 30,6249
Incommne before income lax exponse 19432 FHSMT 33768
Incoene 10X expense 7,412 11,568 10,216
*ed Inoome 5 23,000 & 21'_.33'? 5 X558
Emrnisgs per share - basic (1) % Jap % 1w % FALF)
Exrnimgs per share - dillubed (1) % 12X § 10l 5 I

{11 Al share amounts bave boen restaled o pellect ibe five-for-four stock spli, paid August 15, 2005 to sharehalders
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IBERIABANK CORPORATION AND SUBSIDIARY

Consolidated Statements of Shareholders' Equity
Years Ended December 31, 2005, 2004, and 2003

Micumialated
Mdditionsl Cther
Comman  Pajd-In Ketsined Umsga rmgd Comprebensive  Treasery
(sl in thswiamds, eutepl share anid per share data) Stock Capitsl  Earmings  Compensathon Incamie Stack Tatal
Ralance, December 31, DOE2 15 ¥ %226 % TLTSR §O1DOHS ¥ (26501 § TIE §F (40964 § 130508
Comgrechenasv mncomss:
Mt woome 2% 553 20,5452
Change in enrealized gaim on seriees
available for sabe, mest of deferred pives (%) [y
Change in e value of desivarives used Tor cash
feree hedges, nel ol 1ax gibsct Ll a6
Total compecheniing indoms 3023
Canhy dividends declared, $0.73 per i8an (5 9T5) (5,975
Feissuance off measury siock wnder siock option plan,
et of shares surrendered in payment, inchading
tax henedil, 158 335 shares 1,653 1340 AL
Commen slock released by ESOF trust 1,768 4T} a4
Commen stock eamid by participants of reoognition
and resention plan tnest, Ecluding @y benefi 4% b1 1071
Common SLock adued B recofselion and fenemion plan a2 0102 452 -
Ciommaos slodh vl Soe sdgerialion 1227 T4 [246p FEFS
Trcasury stock scguiced st cow, 159 250 shares (6177)  (6177)
Habisse, Deévmber 30, 23 10453 114,674 II7.BT8 {2.65E) 153 (45 % 195 160
Compichennive Income
Ml income 33w T
Change in umrcalized gain o socuitics
available lor sake, net of delomed taves [214j) (214
Change ini fair vadee of derivatives used for cash
M hediges, net of 1oy effect 420 43
Total comprehensivg income 2F s
Cash dnsdonds declared, $0 85 por share {1257 (T.247)
Reissuance of treasury siock under stock optson plan,
net of shares serrendencd an panment, including
x Benelin, 170415 shares B4 3008 4001%
Commaon iteck ecleased by ESOHF rum T35 435 25T
Comtmaon ek carned by participanta ol resognilion
sl retenkion plan trusl, inéluding tax benalit il k] [0 1,380
Comman s8ack vovsed for recognitsen and relenison plan pllt 3.594) 1.01% =
Comman sock isvoed for soquisitsen RL] 15208 {71 15496
st iresd i cosi, S08 334 shares. {18,R6Y) (IR BET)
Balance, Decembser 31, 2004 IKLEIZ 135391 137337 [5.531) R0 {5 1ETH e T
Comprehensive ingome
BEl incoimie I DA 22 KK
Chaage i unrealiogd gain o securilics
avarlable for sale, net of delfored ooes {7050y {7,030}
Chasge i fair value of derivatives wed for cash
MH&:&I.HHME{&H 1411 10600
Totnl comprehenise sRoom | 5981
Cash dividends doelared, 5100 per ihase (%.532) (% SEI)
Reviiusmds ol Inpaiary 8k pnder fingk opton plas,
micd of sharcs ssrendered in payssend, indluding
tax beneiil, D00 81 E sBares 1.53% 2026 350
Coomeon siock released by ESOH trusi 1Y k] [ ]
Ciomamon siock eamed by partscipants of pecegnition
l:dumfumphnuull.uﬁdq_mbeurk hrt 1,554 211E
Cormeen slock iwiuad (o fecognation ad selention plan amn (5670} 1A93 E
Coreen slick issued fof sequiisios gt 6045 154} 47,737
Stk hasnd componaalion oo 470 470
Treamery sack acquired al cont 165 4RE barce (IT 5085 (07 S0ap
!-I-lﬁ kg emmher .!-Itm b ] llyi 3 196t § 150007 % (9504 % (E6d9) § (TRATY 3 MALEAD

[T} Al ihase amaunli hawe Boen festated so ecflet the Trve-lod-four ek iple, pad Auguit 15, 20035 wo sbarckaddor of pecoed &3 of Augear |, 2005

The accompanying Molos. a

¢ &= imtepral pant of Bhese Consolidaled Farancial Sistemenes 61



IBERIABANK CORPORATION AND SUBSIDIARY
Consolidated Statements of Cash Flows
Years Ended December 31, 2005, 2004 and 2005

62 The accompanying Moles are an integral pant of thess Consolidated Financial Stalements

(dollars in thousands) 2005 20w 2003
Cash Flows from Operating Actlivities
Met income 5 2000 § 0 2733 8 23532
Adjustments o reconcile net incodme o pet cash provided by operating activities:
Depreciation and amoenization 5,245 4,326 4,112
Provision lor loan loases 17069 & 10k 5, 3040
Noncash compensation expense 2,824 33K 2,710
Giain on sale of assets {1,081} (221} (414}
Loss (Ciain) on sale of investmenis LY (69E) (26T
Lok an abandonment of fixed assets i B =
Amartization of premiumidiscount on investmenls 1,5 2 R0T 5.7190
Current {benefity provision for deferred income taxes {3,236) 1.816 216
et change in loans held for sale {2,406 (2,328) 6,475
Oher operating activities, net (GXTh {7034} (10,581
Met Cash Provided by Operating Activities 41,865 33,382 37893
Cash Flows from Invﬁliug Activities
Procesds from sales of securities available for sale 23,737 42, T2 1M, 452
Proceeds from maosurities, prepayments and calls of securities pvailable for sale 6,071 134,583 145,731
Purchases of securitics available for sale (137.529) (269.034)  (328,222)
Proceeds from sales of securities held 1o maturiy 231 21 -
Proceeds from maturilies, prepayments and calls of securities held v maturity 10605 13,000 30,530
Purchases of securities held fo magurity - - (85,1149
Proceeds from sale of loans 3172 . 26,913
Inerease in bpans receivable, net (TRAL4Y  (19095F) (209955
Proceeds from sale of premises and equipement 3,296 76 BED
Purchases of premises and equipment {14, 686) (9.430) (8381
Proceeds from disposition of real estate owned 2038 5533 1.8%1
Cash received inoexcess of cash pabd in scquisition 20,736 4.520 21,120
(hher investing activities, net 4,277 {3,510 {50500
Met Cash Used in lnvesting Activities (G6d 466y (2745231 (232.205)
Cazh Flows from Financing Activities
Increase in deposils 277 461 123,303 137915
Mel change in shor-term I:uu'n.hl.'ing.'l (16T,604) T3 463 54,461
Procesds from long=term debt 34,255 1,100 20,060
Repavments of long-term deba (23,017) {462} (12,535)
Dividends paid 1o sharcholders (8,836) {5, ) {3,185}
Procesds from sale of reasury stock for stock oplions exencised 1407 29 1,7
Costs af issuance of common stock in acquisition {6 - RN
Payments 1o repurchase common stock (17,5045 (18,862} {6,177
Net Cash Provided by Financing Activities 6, 1 36 224 ERS 200,058
Met Increase (Decrease) In Cash and Cash Equivalents 155355 [ 16,256) 5746
Cash and Cash Equivalents at Beginning of Pericd 33,263 69,521 63,773
Cash and Cash Equivalents at End of Period 5 126800 5 53265 5 69521
Supplemental Schedule of Noncash Activities
Acquisition of real estate in setilement of loans 5 1,553 % 1,79 & 1,702
Cosmmon stock issued in pcquisition % 47,744 5 1549 & 3K.5EG
Exercise of stock options with payvment in company stock 5 2075 % 134 % T9E
2,355,854 shares lssued in stock 5E|i|- par value of shares issued % 2360 % % -
Supplemental Disclosures
Cash paid for:
[nierest on deposits and bormowings % 40,687 % 13420 § MM
Income Laxes, net % 50X 5 !'ri-ﬂﬂ % .05



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

PRINCIPLES OF CONSOLIDATION: The consolidated financial statements inchede the accounts of
IBERIABANK Corporation (the “Company™) and its wholly owned subsidiary, IBERIABANK {the “Bank™}, as well
as all of the Bank's subsidiaries, Iberia Financial Services LLC, Acadiana Holdings LLC, Jefferson Insurance
Corporation, Finesco LLC and IBERIABANK Insurance Services LLC. All significant intercompany balances and
transactions have been eliminated in consolidation.

NATURE OF OPERATIONS: The Company 13 a Lowisiana cosporation that serves as the bank holding company
for the Bank, a Lowsiana chartered state commercial bank. Through the Bank, the Company offers commercial and
retall products and services 1o customers throughout the state, including New Orleans, Baton Rouge, Shreveport,
Monroe, and the Acadiana region of Lowisiana, Management of the Company monitors the revenue streams. of the
vartous products, serviees and markets; however, operations are managed and financial performance is evaluated on a
cornpany-wide basis. Accordingly, all of the Company’s banking operations are considered by managemen to be
aggregated in one reponable operating segment.

USE OF ESTIMATES: The preparation of financial statements in conformity with generally accepied accounting
principles in the United States requires management 1o make estimates and assumptions than affect the amounts
reported in the consolidated financial statements and accompanying notes,  Actual results could differ from thase
estimates. Material estimates that are susceptible to sigmificant change in the near term are the allowance for loan
losses, valuation of goodwill, intangible assets and other purchase accounting adjustmemts and stock based
compensation,

COMCENTRATION OF CREDIT RISKS: Most of the Company's business activity is with customers located
within the State of Lovisiana. The Company's lending activity is concentrated in the Company’s five primary marked
areas in Louisiana. The Company in recent years has emphasized onginations of commercial loans, private banking
and morigage loans. Repayment of loans ks expected (o come from cash Nows of the barower, Losses are himited by
the value of the collateral upon default of the borrowers. The Company does not have any sigmilicant concentrations
to amy ong industry or cusiomer.

CASH AND CASH EQUIVALENTS: For purposes of presentation in the conselidated siatements of cash flows,
cash and cash equivalents are defined as cash, merest-beaning deposits and nominterest-bearing demand deposats a1
other financial institwtions with maturities bess than one year. The Bank may be required 1o maintain average balances
on hamd or with the Federal Reserve Bank, Al December 31, 2005 and 2004, the Bank had no required reserve
balance,

INVESTMENT SECURITIES: Debt securities that management has the ability and intent fo hold to matunty are
classified as held to maturity and carried at cost, adjusted for amortization of premivms and accretion of discounts
using methods approximating the interest methed,  Securities not classified as held 1o mawnity or trading, including
equity securitics with readily determinable fair values, are classified as available for sale and recorded at fair valee,
with unrealized gains and losses excluded from eamings and reported in other comprehensive income. Declines in the
valee of individual held to maturity and available for sale secunties below their cost that are other than temporary are
included in camings as realized losses. In estimating ather than temporary impairment losses, management considers
1) the length of ime and the extent o which the fair value has been less than cost, 2) the financial condition and near-
term prospects of the sswer, and 3) the intent and ability of the Company to retain its investment in the issuer for a
perigd of ume sulfickent to allow for any amicipated recovery in fair value. Gains/losses on securities sold are
recorded om the trade date, using the specific identification methoed,

MORTGAGE LOANS HELD FOR SALE: Mormgage loans originated and intended for sale in the secomdary
market are carried at the lower of cost or estimated fair value in the aggregate, Met unrealized losses, if any, ane
recognized through a valuation allowance by charges 1o income. Loans held for sale have primanly been fixed rate
simgle-family residential mortgage loans under contract to be sobd in the secondary market.  In most cases, loans in
this category are sold within thiny days. These loans are generally sold with the mortgage servicing rights released.
Buyers generally have recourse o return a purchased loan to the Company under limited circumstances. Recourse
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conditions may inclede early payvment default, breach of represemations or warranties, and documentation
deficiencies,

LOANS: The Company granis momgage, commercial and consumer loans to customers. Loans reccivable that
managerment has the intent and ability to hold for the foresecable future or until matarity or payoff arc stated at the
unpaid principal balances, less the allowance for lean losses and net deferred loan origination fees and uncamed
discounts. Interest income on loans is accrued over the term of the loans based on the principal balance outstanding.
Loan origination fees, net of certain direct ongination costs, are deferred and recognized as an adjustment of the
related boan yield, using the interest method.

The accrual of mterest on commercial loans 5 discontinued at the time the loan is 90 days delinquent unless the credin
15 well-gecured and in process of collection. Mortgage, credit card and other personal loans are pypecally charged off
to et collateral value, less cost 1o sell, no later than 180 days past due. Past due siatus is based on the contraciual
terms of loans, In all cases, loans are placed on nonaccrual or charged off at an earlier date if collection of principal
of interest s considered doubsiful

In general, all interest accrued but not collected for loans that are placed on nonacerual or charped off is reversed
against interest income. The interest on these loans 15 sccounted for on the cash-basis method or cost-recovery
methad, until qualifving for retum to accrual. Loans are returned to accrual status when all principal and imterest
amoums contractually due are brought cument and future payments are reasonably assured.

ALLOWANCE FOR LOAN LOSSES: The allowance for loan losses is esiablished as losses are estimmted to have
occurred through a provision charged 10 earmings, Loan losses ane charged agamst the allowance when managemen
believes the uncollecubility of a loan balance is confirmed. Subsequent recoveries, if any, are credited 1o the
allowance. Allowances for impaired loans are generally determined based on collateral values or the present value of
catimated cash Mows. Changes in the allowance related 1o impaired loans are charged or credited to the provision for
bman losses.

The allowance for loan osses is maintained at a level which, in management’s opinion, is adequate to absorb credit
losses inherend in the ponfolio. In determaning the amouni of the allowance for loan losses, management uses
mformation from its portfolio management process, relationship managers and ongoing loan review efforis to siratify
the loan portfolio into asset risk classificanons, Based on this information, management assigns 3 peneral or specific
reserve allocation. The foundation for the allowance is a detailed review of the overall loan portfolic and ats
performance. The portfolio is sepmented into homogenous pools (e, commercial, business banking, consumser,
mortgage, indirect, and credit card), which are analyzed based on nsk factors, current and histonical performance and
specific loan reviews (for significant loans). Consideration 5 given to the specific risk within these segments, the
meakurity of these segments (e.g., rapid growth versus fully seasoned), the Company’s strategy for cach scgment (e.g.,
growth versus maintain), and the histomcal loss rate for these segments both at the Company and its peers.
Consideration is also given to the impact of a number of relevant external faciors that inflluence components af the
loan ponfolio or the portfolie as a whole, including current and projected economic conditions,

Loan portfolios tied to acquisitions made during the year are incorporated into the Company’s allowance process. |f
the scquisition has an impact on the level of exposune to & particular segment, industry or peographic rarket, this
increase in exposure i factored into the allowance determination process. Generally, acquisitions have higher levels
of risk of loss based on differences in credit culture, portfolio management practices and the Company’s emphasis on
early detection and management of detenorating loans,

Gieneral reserve estumated boss percentages are based on the current and historical loss experience of each loan
category, regulatory guidelines for losses, the status of past due pyments, and management’s judgment of economic
conditions and the relaed level of risk assumed, Belative to homogenous loan pools such as momgage, consumer,
indirect and credit cards, the Company has established a general reserve level using information such as actual loan
logses, the seasoning of the pool, identified loan impairment, acquisitions, and current and projected coomomic
conditions. General reserves for these pools are adjusted for loans that are considered past due, based on the
correlation between histarcal losses and the payment performance of a loan pool.
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The commercial segment of the Company’s boan portfolio s initially assigned a general reserve also based on
performance of thay pomion of the loan portfoho and ober general factors discussed earlier, The commercial portion
of the portfolio is further segrmented by collateral type, which based on expenence has a direct relationship 10 the
level of loss experienced if a problem develops. Reserves are set based on management’s assessment of this risk of
loas. As commercial loans deteriorate, the Company reviews each for impairment and proper loan grading. Loans on
the Company's Watch List carry higher levels of reserve based largely on a higher level of loss experience for these
loans. Loss expenience for Watch List loans is reviewed periodically during the year.

Specific reserves are determined for commercial loans individeally based on management’s evaluation of loss
exposure for each credit, given current payment status of the loan and the valse of any underlying collateral. Loans
for which specific reserves are provided are excluded from the general reserve calculations described above to
prevent duplicate reserves, Additionally, an unallocated reserve for the 1otal loan portfolie s established 1o address
the imprecision and estimation risk inherent in the calculations of general and specific reserves, and management’s
evahuation of vanous conditions that are not directly measured by any other component of the allowance, Such
caomponents would include current economic conditons affecting key lending areas, credit quality rends, collateral

values, loan wolumes and concentrations, scasoning of the loan portfolio and the findings of internal credit
examinations,

Based on the allowance determination process, the Company determines the current pofential risk of loss that exists in
the ponfolio, even if not fully reflected in current credit statistics, such as nonperformung assets or nonperforming
loans. To determine risk of loss, and in furn the appropriatencss of the allowance, the Company extends 1ts analysis to
a number of other factors, including the level of delinguencics and delingquency trends; the level and mox of Criticized,
Classified and Pass™Watch loans; reserve levels relauve 1o nonperformang assets, nonperforming loans, and net
charge-offs; the level and trend in consumer and commercial bankrupicies; and fnancial performance trends i
specific businesses and industries to which the Company lends. In response to rapad growth and changes in the mix of

the loan porfolio, the Company has increased its required allowance over nme and feels that the allowance
adequately reflects the current level of risk and incurred losses within the loan ponfolio.

The allowance also includes an unallocated component.  The unallocated component is maintained 1o cover
upcertainties that could affect management™s estimate of probable losses. The unallocated component of the
allowance reflects the margin of imprecision imherent m the underlying assumptions used in the methodologies for
cslirmating specific and general losses in the portfolio,

A loan is considered impaired when, based on current information and events, it is probable that the Company will be
unable to collect the scheduled payments of principal or interest when due according to the contractual terms of the
loan agreement. Factors considered by management in delermining impairment include payment status, collateral
value, and the probability of collecting scheduled principal and interest payments when due. Loans that experience
insignificant payment delays and payment shorifalls generally are not classified as impaired. The impairment loss is
measured on a lean by loan basis for commercial and construction leans by either the present value of expected funure
cash flows discounted ot the loan’s effective interest rate, the loan’s obainable market price, or the fair value of the
collateral if the loan 15 collateral dependem.

Large groups of smaller balance homogeneous loans are collectively evaluated for impairment. Accordingly, the
Company does not scparately identify individual consumer, residential and small business loans for impairment
disclosures,

LOAN SERVICING: Mortgage servicing rights are recognized on loans sold where the institution retains the
servicing rights. Capitalized morigage servicing rights are reported in odher asses and are amortized inbo nominterest
mncome. Impairment of morigage servicing rights is assessed based on the fair value of those rights. Fair values are
estimated using discounted cash flows based an a current market interest rate,

OFF-BALANCE SHEET CREDIT RELATED FINANCIAL INSTRUMENTS: In the ordinary course of
business, the Company has entered into commitments 10 extend credit, including commitments under credit card
arrangements, commercial letters of credit and standby betters of eredit. Such Nnancial imstruments are reconded when
they are funded.
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DERIVATIVE FINANCIAL INSTRUMENTS:  On January 1, 2000, the Company adopted Staternent of Financial
Accounting Standards (“SFAS") Mo, 133, Accownting for Derivaiive Fustruments and Hedging  Activities, as
amended. This Siatement requires that all derivatives be recopnized as assets or liabilities in the balance sheet at fair
value.

The Company may enfer into denvative conlracts 1o manage exposure 10 inlerest rate nsk or (o meet the financing
needs of s customers,

fnterest Rate Swap Agrecoents

The Company utilizes inerest rate swap agreements 1o convert a portion of its vanable-rate debt to a fixed rate (cash
flow hedge). Interest rate swaps are contracts in which a serves of imierest rate lows are exchanged over a presenbed
peried. The notional amount on which the imerest pavments are based 15 not exchanged,

For derivatives designated as hedging the exposure to changes in the fair value of an asset or Labality (fair value
hedge), the gaim or loss is recogmized in eamings in the period of change together with the oflZettung gain or loss 1o
the hedged item attributable to the risk being hedged. Earmings will be affected to the extent to which the hedge is not
effective in achseving offsetting changes in fair value. For derivatives designated as hedging exposure o variable
cash Mows of a forecasted transaction (cash flow hedge), the effective portion of the derivative”s gain or loss is
initially reported as a component of other comprehensive income and subsequently reclassificd into camings when the
forecasted ransaction affects eamnings or when the bedge s terminated. The ineffective portion of the gain or loss is
reporied in eamings immediately, For denvatives that are not designated as hedging instrumenis, changes in the fair
value of the derivatives are recognized in earmings immediately.

In applying hedge accounting for derivatives, the Company establishes a method for assessing the effectiveness of the
hedging denvative and a measurement approach for determanimg the imeffective aspect of the hedge upon ihe
inception of the hedge. These methods are consistent with the Company™s approach to managing risk.

Rare Lock Commitments

The Company enters into commitments o originaie loans whereby the interest rate on the prospective boan s
determined prior to funding (“rate lock commitments™). Rate lock commitments on morngage loans that are intended
ta be sold are considerad to be denvatives. Accordingly, such commitments, along with any related fees received
from potential borrowers, are recorded at fair value as derivative assets or liabilities, with changes in fair value
recorded in et gain or loss on sale of mortgage loans. The fair value of rate lock commitments was immaterial m
2005 and 2004,

FORECLOSED FROPERTY: Real estate and other assets acquired in settlement of loans are recorded at the
balance of the loan or ai estmated fair value less esumated selling costs, whichever is less, at the date acquired.
Subsequent to foreclosure, management periodically performs valuations and the assets are camied at the lower of cost
or fair value less estimated selling costs. Bevenue and expenses from operations, gain or less on sale and changes in
the valuation allowance are included in net expenses from foreclosed assets. There was no allowance for losses on
foreclesed property at December 31, 2005 and 2004,

PREMISES AND EQUIPMENT: Land s camied at cost. Buildings and equipment are carried an cost, less
accumulated depreciation computed on a straight line basis over the estimated useful lives of 10 t 40 years for
buildings and 3 10 15 years for furmiture, fixtures and equipment.

GOODWILL: Goodwill i3 accounted for in accordance with SFAS No. 142, Goodwill and Other Intangille Asses,
and sccordingly i not amortized but is evaluated at least anseally for impairment.

THANSFERS OF FINANCIAL ASSETS: Transfers of financial assets are accounted for as sales when control
aver the asiets kas been surrendered. Control over transferred assets i deemed w0 be surrendered when 1) the assets
have been isolated from the Company, 2} the ransferee obaina the right, free of conditions thal constrain it from
taking advantape of that right, to pledge or exchange the transferred assets, and 3} the Company does not maintain
effective control over the transferred assets through an agreement 1o repurchase them before their maturnty,
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INCOME TAXES: The Comgpany amd all subsidearies file a consolidated federal incorme 1ax return on a3 calendar
vear basi. Deferred income tax assets and habilities are determined using the hability (or balance sheet) method.
Under this method, the net deferred tax asset or Lability s determuned based on the tax effects of the temporary
differences berween the book and tax bases of the various balance sheet assets and habilines and gives currem
recognition to changes in tax rates and laws. The measurement of deferred tax assets is reduced, if necessary, by the
amount of any tax bencfits that, based on available evidence, are not expected to be realized.

STOCK COMPENSATION PLANS: The Company issues stock options under vanous plans to directors, officers
and other key employees (see Mote 15). SFAS No. 123, Accounting for Stock-Based Compensation, encourages all
cnfitics 1o adopt a fair value based method of sccounting for emploves stock compensation plans, wherehy
compensation cost 15 measurcd af the grant date based on the value of the award and is recognized over the service
pertod, which 15 usually the vestng period. It also allows an entity to confinuee to measure compensation cost for
those plans using the inirinsic value based method of accounting prescrbed by Accounting Principles Board Opinien
("APFB”) Mo, 25, decounling for Steck Tswed to Employees, whereby compensation cost is the excesa, il any, of the
guotied market price of the stock at the grant date (or other measurement date] over the amount an emploves must pay
to acquire the stock. Stock options issued under the Company”s stock option plans generally have no intrinsic value m
the grant date, and under Opinion Mo. 25 no compensation cost is recognized for them. The Company has accounted
for stock options in accordance with the methedology in APB Mo, 25, As a result, compensation expense relating to
stock options is not reflected in net income provided the exercise price of the stock options gramed equals or exceeds
the market value of the underlying common steck at the grant date. The Company®s practice has been to grant oplions
at no less than the fair market value of the stock at the grant date. The following table illustrates the effect on net
income and earnings per share if the Company had apphed the fair value recognition provisions of S3FAS Ko, 123 for
stock options.

Years Ended December 31,

(dollars in thowsands, except per share dara) S5 204 003
Reparied met income 5 Mk 8 T3V 8 21 552
Dediser: Sioek option compensition expenst under the Cair

vl e method, met of relaped tax effect 4968 1,340 AR
Pro forma nel incomes 5 1Tkl 5 25000 % 22442
Reparted el income per cammon dhare 5 240 % 1M 8 247
Pro forma net income per common share 1.56 ER ] 2R3
H.Epm‘l:-td nel Income per cammaon share—-assuming dilution 224 L] ] 274
Fro forma net income per common share—assuming dilution 1.74 2 RE 264

See Mote 15 for additional information on the Company’s stock compensation plans,

On December 16, 2004, the Financial Accounting Standards Board (FASE) issued SFAS No. 123(R), Share-Based
FPayment. SFAS No. 12MR) revises SFAS Moo 123 and calls for companies o expense the fair value of employes
stock options and other forms of stock-based compensation. The Company is required to adopt SFAS No. 123(R) as
of January 1, 2006. This requirement will represent a significant change in practice for the Company.

SFAS Mo, 123(K) requires companies to (1) wse fair value to measure stock-based compensation awards and (2) cease
using the “intrinsic value™ methed of accounting, which APB Mo. 25 allowed and resulied in no expense for many
awards of stock options for which the exercise price of the option equaled the price of the underlying stock at the
gramt date.  Under SFAS No. 123(R), the farr value of & stwock-based compensation award 15 recognized over the

employee's service period.

EARNINGS PER COMMON SHARE: Basic eamings per share represemis incomse available o common
sharehobders divided by the weighted average number of cormmon shares outstanding during the period. Diluted
earmings per share reflects additional commson shares that would have been owtstanding if dilutive potential common
shares had been issued, as well as any adjustment to income that would result from the assumed 1ssuance.  Potential
commeon shares that may be issued by the Company relate o owstanding stock options and unvested restricted stock,
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and are determuned using the treasury stock method.

COMPREHENSIVE INCOME: Accounting principles generally require that recognized revenue, expenses, gaims
and losses be included in net income.  Although cemain changes in assets and labalities, such as unrealized gains and
losses on available for sale securities, are reponed as 3 separate component of the equity section of the balance sheet,
such items, along with net income, are components of comprehensive income.

SEGMENT INFORMATION: SFAS No. 131, Disclosures abour Segments of an Erterprise and Related
Informarion, requires the reporting of information abowt & company’s operating segmenis using a “management
approach.” The Statement requires that reporiable segments be identified based upon those revenue-producing
components for which separate financial information is produced intemally and are subject to evaluation by the chief
operating decisron maker in decuding how 1o allocate resources 10 segments,

The Company has evaluated its polential operating segments against the ¢ritena specified in the Statement and has
determined that no operating segment disclosures are required in 2005, 2004 or 203,

EFFECTS OF NEW ACCOUNTING FRONOUNCEMENTS:

In December 2003, the Accounting Standards Executive Committes isswed Statement of Position 03-3, Accounting for
Certain Loars or Dol Securities Acguired in a Transfer ("50F 03-37). 50P 03-3 addressed accounting for
differences between contractual cash flows and cash flows expected to be collected from an investor’s initial
investment in loans or debt securities (loans) acquired in a transfer if those differences are attributable, an least in pan,
o credit quality, SOP 03-3 includes loans acquired in purchase business combinations, but does not apply to loans
originated by the entity. S0F 03-3 is effective for loans acquired in fiscal vears beginning after December 15, 2004,
The impact of the adoption of S0P 03-3 on the Company's financial statements is discussed in Note 4.

In Decermber 2004, the FASB issued SFAS Ne. 12HE) On March 25, 2003, the Securities and Exchange
Commission (“SEC") issued Staff Accounting Bulletin Mo. 107 (SAB 107). SAB 107 provides guidance regarding
the valeation of share-based payment amrangements, the classification of compensation expense, non-GAAP financial
measures, frst-time adoption of SFAS Mo, 123(R) in an interim penod, capitalization of compensation cost related to
share-based payment arrangements, the accounting for income tax effecs of share-based payment arrangements upon
adopteon of SFAS Mo, 123(R), the modification of employee share options prior to adoption of SFAS Mo, 123(R) and
disclosures in Management™s Discussion and Analvsis subsequent to adoption of SFAS No. 123{(R). The impact of
the adoption of SFAS Mo, 123{R) and SAB 107 on the Company®s financial statements i3 discussed in the Suock
Compensation Plans section of Note 1.

In December 2004, the FASB issued SFAS Wo. 133, Exchanpges of Nonmenetary Asseti--an amendmient of APR
Opinigur No, 29 ("SFAS No, 1537). 5FAS No. 153 requires that exchanges of nonmonetary assets be accounted for at
fair value unless the exchange lacks commercial substance, A nonmonetary exchange has commercial substance when
the future cash flows of an entity are expected to change significantly as a result of the exchange. SFAS No, 153 also
climinates a provision in APB Opinion Mo, 29 that exempted nonmonetary exchanges of similar productive assets
from far value accounting, SFAS Ne, 153 & effective for nonmonetary assel exchanges ocourring in periods
beginning after June 15, 2005, The Company anticipates that the adoption of SFAS Ma. 153 will not have a materzal
impact on the Company™s financial position or results of operations.

In March 2005, the FASE issued FASH Interpretation No. 47, Accounding for Conditional Asser Retirement
figarions (“FIN 47"}, This Imerpretation clarifies that the term “conditional asset retirement obligation™ as used in
SFAS No. 143, .-'Itcmmn'ng_.l"ur Axzer Retirement ﬂHﬂgﬂ!fﬂm‘, refers o a I:Ea] nhjlua.l:nn {5} p:rﬂ:lrn‘l an assed
retirement activity in which the timing and’or method of settlement are conditional on a futore event that may or may
not be within the control of the entity, According to FIN 47, an entity is required to recognize a liability for the fair
value of a conditional asset retirement obligation when incurred i the liability’s fair value can be reasonably
estimated. The provisions of FIN 47 are effective for fiscal years ending after December 135, 20035, The Company
anticipates that the adoption of FIM 47 will not have a material impact on the Company's financial position or results
of operations.
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In May 2005, the FASB wssued 5FAS Mo, 18, dcoownning Changes and Ervor Correctiorns (“SFAS Mo, 15347),
which requires retrospective application for reporting a volumtary change in accounting principle, unless it is
impracticable to do so. SFAS Mo, 134 provides guidance for determining whether retrospective application of a
change in accounting principle is impracticable and also addresses the reporting of a correction of ermor by resiating
previously issued financial statements. SFAS No. 134 B effective for accounting changes and cosrections of efrors
made in fiscal vears beginning after Decernber 15, 2005, The Company amicipates that the adoption of SFAS MNo.
153 will not have a material impact on the Company’s financial positien or results of operations.

In February 2006, the FASH issued SFAS Mo 155, Accounting for Certain Hybrid Firanclal fastrioments-an
amemdmend of FASE Sartements Mo, 133 god 140, ("5FAS Ne, 1557, 5FAS Mo, 155 amends FASBE Sialements
Mo, 133, dccownting for Derivative Instruments and Hedging Acniviies, (“SFAS No. 1337) and Ko, 140, Accornting
Sor Transfers and Servicing of Firancial Assets and Extinguishments of Liakilites, (“5FAS No. 140" SFAS No. 155
resolves issues addressed in SFAS Mo, 133 Implementation Issue No, DI, “Application of Statement 133 1o
Beneficial Interests in Securitized Financial Assets.” SFAS Mo, 133 permiis fair value remeasurement for any hybrid
financial instrument that contains an embedded derivative that othersise would require bifurcation, clarifies which
interest-only strips and principal-only strips are not subject to the requirements of SFAS No. 133, establishes a
requirement to evaluate interess in securitized Nnancial assers o identify interests that are freestanding derivatives or
that are hybrid fimancial instruments that comtain an embedded denivative requiring bifurcation, clarfies that
concentrations of credit risk in the form of subsrdination are not embedded derivatives, and amends SFAS Mo, 140 to
eliminate the prolibition on a qualifying special-purpose entity from holding a dersvative financial mstrument that
pertains to a beneficial interest other than anather denvative financial imstrument, SFAS No. 155 s effective for all
fimancaal mstruments acquired or esued afier the beginning of an entity's first fiscal wear that begins after
September 135, 2006. The Company anticipates that the adoption of SFAS No. 155 will not have a matenal impact on
the Company's financial position or resulis of operations.

In Movember 2005, the FASE issued FASE Sl Posinan 115-1 and 124.1, The Meaning af Other- Than- Temporary
Impairment and s Applicarion o Cerfain Tnvestmenss (FSP 115-1/124-1). FSP 115-1/124-1 addresses the
determination as to when an investment 15 considered impaired, whether that impairment 15 other than temporary, and
the measurement of an impairment loss, This FSP also includes accounting considerations subsequent 1o the
recognition of an other-than-temporary impairment and requires cenain disclosures about unfealized losses that have
nat been recogmzed as other-than-temporary impaimments. The guidance in this F53P amends FASE Statements No.
113, Accownting for Certain fnvestments v Debs and Equity Securivies, and No, 124, dccowmiing for Cersain
frvesmeriis Held by Not-for-Profir Organizanons, and APB Opinion No. 18, The Equiny Methed of Acomuting for
Investmenits in Common Stock, FSP 115-1/124-1 is effective for reporting periods beginning after December 15,
2005, The Company anticipates that the adoption of FSP 115-1/124-1 will not have a matenal impact on the
Company’s financial position or resulis of operations.

In December 2005, the FASE issued FEP W-6-1, Terms of Loan Products That May Give Rise o o Concentration of
Credir Risk, FSP defines in what circumstances the terms of loan products give rise o a concentration of credil nisk
and provides disclosure guidance and accounting considerations for entities that originate, hold, guarantee, service, or
mvest in loan products whose terms may give nise to a concentration of credit sk,  Adoption of FSP 94-6-1 had no
impact on the Company®s financial position or results of operations.

RECLASSIFICATIONS: Cenain reclassifications have been made 1o the 2003 and 2004 consolidated financial
statements in order 1o conform to the classifications adopted for reporting in 2003,

NOTE 2 - ACQUISITION ACTIVITY:

Acadlana Bancskares, Ine.

The Comipany completed the acquisition of 100%% of the outstanding stock of Acadiana Bancshares, Inc, (" Acadiana™)
ot the close of business on February 28, 2003, in exchange for 1,227 276 shares valwed at 338.6 million and 398
million in cash., The shares were valued by using the closing price of the Company's steck for the three days
immediately prior to, and after, February 14, 2003, the carliest date that the number of shares to be issued was known,
This acquisition enhanced the Company’s position as a leading financial services provider in its primary market base
area and in the s1ate of Louistana,
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The Acadiana transaction resulted in $24.1 million of goodwill, $4.0 mullion of core deposit imtangibles and 3313, 00
of other intangibles. The goodwill acquired is net tax deductible. The amount allocated to the core deposit imtangible
was determined by an independent valuation and is being amartized over the estimated useful life of eight years using
o double declining method. The amount allocated 1o other intangibles represents the estimated value assigned to
mortgage servicing rights and 15 being amortized over an estimated useful Iife of seven years using an interest method,

In the acquisition, sharcholders of Acadiana received todal consideration of $39.38 per outstanding share of Acadiana
common steck in a combination of the Company’s common stock and cash. The combination was accounted for az a
purchase with the purchase price allocated as follows:

(doliors in thowsands) Amount
Cash znd due from banks § 30901
Investment sccuribics 5912
Loans held for sale 3873
Loans, net 189,570
Premmises and equipment 819
Goadwill 24112
Core deposit and other intsngibles 4357
Other assiets 14, 350
Deposits (204,972
Shont-term barrowings (1,126)
Long-1erm debs (73,707}
Other lighiliies (3.173)
Todal purchase price & 48366

The results of operations of the Company subsequent to the acquisition date are included in the Company's
comsolidated statements of income,

Alliance Bank of Beton Rouge

The Company completed the acquisiion of 100% of the outstanding stock of Alliance Bank of Baton Rouge
(“Alliance™) on February 29, 2004, in exchange for 359,106 shares of the Company™s common steck valued at
515,496,000, The shares were valued by usmg the average of the closing prices of the Company’s stock for the three
rrading days immediately prior 1o and after the date of the definitive agreement, This scquisition expanded 1he
Company's presenee into Baton Rouge, Louisiana,

The Alliance ransaction resulted in 33.2 million of goodwill and 31.2 million of core deposit intangibles. The
goodwill acguired is not tax deductible. The amount allecated to the core deposit infangible was determined by an
independent valuation and is being amortized over the estimated useful life of seven years using the straight line
miethod.

In the acquisinon, shareholders of Alhance received total consideration of 516,18 per outstanding share of Alliance

common stock in exchange for the Company’s commoen stock, The combination was accounted for as a purchase with
the purchase price allocated as follows:

fdollars in thousands) Amount
Cash and due fram banks 5 4l
Imvestment securbics 11,218
Loans. net X023
Prermases and equipment, nel 1125
Croodwill 5.1 6%
Core deposit and ciber intzngibles 12040
Oher assets 1.9
Deposits {61, 772)
Cther lighilsees {8590
Toetal purchase price § 15496
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The results of operations of the Company subsequent to the acquisition date are incleded in the Company’s
consolidated statements of income.

American Horizons Barcaor, Ine,

The Company completed the acquisition of 100%% of the outstanding stock of Amercan Horzons Bancomp, Ine, of
Monroe {“American Horizons™) on January 31, 2005 in exchange for 990,435 shares of the Company’s common
stock valwed at 547,744 000 and $653,000 10 cash.  The shares were valued by using the average of the closing prices
of the Company™s steck for the 1en trading days five days prios 1o the definitive agreement. The acquisition expanded
the Company’s presence in Morth Louisiana,

The American Horizons wransaction resulted in $28.5 million of goodwill and $5.0 mallion of core deposit intangibles.
The goodwill acquired is mot tax deductible. The amount allocated to the core deposit intangible was defermined by
an independent valuation and is being amortized over the estimated wseful life of ten years using the straight line
method.

Ini the acquisition, shareholders of American Horizons received total consideration of $22.35 per outstanding share of
American Horizons common stock in exchange for a combination of the Company’s common stock amd cash, The
combination was accounted for as a purchase with the purchase price allocated as follows:

fdallars in thousands) Amount
Cash and due from banks 5 21389
Investment sccuritics 11,504
Loans, met 154,658
Premises and equipment, nel 1238
Gondwill 2B 475
Core deposit and other intangibles 5030
Oeher assets BAEE
Deposits (192,653)
Bommowings {34, 207 )
Oher liabalitics (2.074)
Total purchase price 5 48397

The results of operations of the Company subsequent 1o the acquisition date are included in the Company's
consolidated statements of income. The following pro forma infermation for the years ended Decerber 31, 2005 and
2004 reflects the Company's estimated consolidated resulis of operations as if the acquisition of Amencan Horizons
occurred at January 1 of the respective period, unadjusted for potential cost savings.

fdollars in thousands, except per share dara) {11 2004

Interest and nomimierest inoome 5 163,054 k3 150,593
et Income 22161 LU R
Eamings per share = basic 1 2.40 5 312
Earnings per share — dilued 5 2.24 5 204
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NOTE 3 - INVESTMENT SECURITIES:

The amortized cost and fair values of investment securities, with gross unrealized gains and losses, consest of the
following:

Ceross Ciross
Amortized Unrealized Unrealiwed Fair
fdallary im thousonds) Cast Crains Lok Valme
December 11, 2005
Securities available for gale:
LS. Government and federal
apency obligalions 5 g5 EI9 % 12 % (1,408} % 97 443
Obligateons of state and palitncal
subdivisians 39am g7 (25T) 397N
Morgage backed securities 415219 44 (B.94T) 406,321
Todal securities available for sale 5 555240 8 EER 8§ [16E2) § 5431 405
Secumties held 1o manimty:
LLS. Government and fiederal
agency obligations 5 BOTS 5 = 5 {1800 5 1805
Obligations of state and political
sabdivisions 13,283 71 () 13547
Mortgage backed securitics T.727 02 JEEY] 7.5%5
Total securises held 1o maturity 5 20087 % 473 5 (221 % 29337
December 31, 2004
Securitves available for sale:
LS. Governrenl and federal
agency ohligatons 1 51715 8§ n s (4% % 332
Obligations of stake and polascal
subdivisians 46,515 .37 {13} 48 570
Mongage backed securilies . 415 342 2338 (2,362} 425318
Total securities avaalable for sale 5 5I5ET2 % 392 & (2,B65) 5 526,933
Secumiiies held 1o maburiny
LS, Government and federal
agency obligations 5 13088 % ™ 5 (27 5 13,157
Obligations of state and palitical
subdivizions 14,053 S - 14,5049
Mortgage backed securities 12881 457 (13} i332%
Total secarities held o maturity 5 40022 5 1078 % (40) 5 41,001

Securitics with carrying values of $400,668 000 and $360,767,000 were pledged to secure public deposits and other
bormowings at Decerviber 31, 2005 and 2004, respectively.

The amortized cost and estimated Fair value by maturity of investment secunities at December 31, 2005 are showm in
the following table. Securities are classified according to their contractual matunifies without conswderation of
principal amortization, potential prepayments or call options,  Accordingly, actual matrites may differ from
contractual maturities,

72



Securitics Securities

Available for Sale Held 1o Maturity
Weighted
AvErage Amaortized Fair Amartized Fair
(dollars in thousands) Yield Ciost Value Ciost Value
Within one year or less 410 % ] 17880 % 17,794 & - % -
Cine through five years 4.0 119,590 117837 0,323 9314
Afer five through ten years 435 109,141 107, 768 10,309 10,530
Chver len years 4.43 i 337 J00, 7 0,233 o AGY
Toals 4.312% 5 53240 5 41405 5 ID0ET 5 MW

Management evaluates securities for other-than-lemporary impairment at least quarterly, and more frequently when
economie of market concerms warrant such evaluation. Consideration is given to 1) the length of time and the extent
io which the fair value has been less than cost, 2) the financial condition and near-term prospects of the ssuer, and 3)
the intert amd ability of the Company to retain its imvestment in the ssuer for a period of tme sufficient 10 allow for
any anticipated recovery in fair value, In analyzing an isswer's financial condition, management considers whether the
securities are issuwed by the federal govermment or 15 agencies, whether dovwngrades by bond rating agencies have
occurred, and industry analysis’ reports,  As of December 31, 2005, management's assessment concluded that no
dechines are decmed to be other than emporary.

Information pertaining 1o securitics with gross unrealized losses al December 31, 2005, aggregated by investment
category and lemgth of time that individual secunties have been in a continuous loss position, follows:

Less Than Twelve Maomihs ey Twedve Monihs Taial
Liross iross iross
Unrealized Falr Unrealized Fair Unrealized Falr
fifalfars da reousamds) Loaves Value Laossses Value Losses Valwe
Decembarr 3, 20HES
Secamnes aviilable for sale:
LS. Gowemement s foderal apency chligations  § (226) §  Ma% $ (LI} § 4054 (1408 S A6
Oislsgaions of sue smd poditical subdivisions {234 17,480 (33 L [ZETY 19571
hlorigage hacked securies {3,304 226,571 {5651y N4 £07 (E04T) 10 oE
Total pecurines svailable for gale 5 13,751 § %0473 % {aEEE) 5 20752 (10642 %  4E7,159
Socuritics held b eraturily
LLE, Genversenent and federal agency obligatsosd 5 {92 5 40§ BBy % 2808 5§ (Em 5 15
Dibhigateons of stae and polinéal paSnaiions %) 1K1 . E (k] 1,001
Hw BeCuftiel . - [J-I:I 1,830 I:!-ll:l 1,850
Tistad seconities kel 10 maturity 5 oy % ipe 3 (11 % 4,737 § (223) % 140,736
Ieccemaher 31, 2004
Securines Bvailesle for sale
U5 Governmend and federal apency obligations.  § (&50y 8 51§ - 5 - & (450 5 521,226
Obligations of staie and political subdivisions: (%) LR - E {13F m22
Morpgage backed securilics (97K} 144 20 i1, 384} b Al {2162} 212331
Tistal socunitics avaalable i sake 3 (14810 §  20x0M % ildad) 8 M4l & (268 5§ Jegave

Seountics Bk 1o matunty:

LS, Geovammen), sl federad agency obdipaiions 5 27 % rasr 5 - 5 - & 27 % 254y
Wlomgape hacked securites () I (k)] a2 15y 3537
Total socuritecs held 1o matey 5 {3y % 5657 § @ 5 g22 5 20y % 44T
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Al Decervber 31, 2005, one hundred ninery-gight debt securities have unrealized losses of 2.1% of the Company's
amorized cost basis. The unrealized losses for each of the one hundred ninety-cight secunities relate principally 1o
market interest rate changes. Seventy-two of the one hundred ninety-eight secunties have been in a continuous boess
position for over twelve menths. The seventy-two securities were primarily issued by either Federal National
Morigage Association (Famnie Mac), Federal Home Loan Mortgage Cosporation (Freddie Mac) or Government
Mational Morigage Association (Ginnie Mae) and are rated AAMA or Aaa by Standird and Poor’s or Moody™s,
respectively. The seventy-two securities have an aggregate amortized cost basis and unrealized loss of 5219272 (046
and 37,010,000, respectively. As management has the ability to hold debt secunities until matrity, or for the
foreseeable future if classified as available for sale, no declines are deemed to be odher than lemporary,

Al December 31, 2004, nimety-three debt securities have unrealized losses of 1.0%s from the Company's amorized
cost basis. The unrealized losses for cach of the ninety-three securities relate principally fo market intcrest rate
changes. Twenty-six of the ninety-three securities have been in a continuous loss position for over teelve months.
The twenty-sic sccurities were issucd by either Fanmie Mae, Freddie Mac or Ginnie Moe and are rated AAA or Aaa
by Standard and Poor™s or Moody's, respectively. The twenty-six secunties have an aggregate amoriized cost basis
and unrealized loss of 358,640,000 and 51,393,006, respectively. As management has the ability to hold debe
securitics until maturity, or for the foresecable future if classified as available for sale. no declines are deemed 1o be
ather than temporary.

The following 15 a summary of realized gains and losses from the sale of secunties classified as available for sale, the
tax benefit (provision] of which 5 caleulated at the federal income tax rate of 35%.

Years Ended Decembaer 31,

fdallars in thousands) FLLLE Iond 2003

Realized gains 1 o 5 TME 5 G4

Realized losses (425} {30} [181)
Met realized gains (losses) 1 (34 & 698 & 267

Al December 31, 2005, the Company’s expasure to three imvestment secunty issuers exceeded 10% of sharcholders’
equity:

fdellars fn thousands) Amortized Cost Market Value
Federal National Morgage Association (Fannie Mag) 5 249,937 5 244,613
Federal Home: Loan Mortgage Conporation (Freddse Mac) 170,311 166,468
Federal Home Loan Bank (FHLE) 57,354 S 06E]
Balance, end of vear 5 477 fidd 5 467,762
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NOTE 4 - LOANS RECEIVABLE:

Loans receivable at December 31, 2005 and HM4 consists of the followmg:

fdallars fn thonsamads) . 2005 2004
Residential mertgage bans:
Residenzal 1-4 family 3 43111 5 IRT0M
Construction 611 33031
Total residential mongage loans andp, 722 A2 10
Commercial loans:
Real esiate 545 B6E 419427
Buginess AT, G 0T 614
Total commercial boans G283 T2TAM |
Condumer |Gans:
Indirect amamobile 220 b 222 A%0
Hame equily 230,363 213,533
Oniheer 74951 S
Todal consumer bsans 534 B 503,475
Todal laans recevable 5 1918516 £ 1,650,626

Loans receivable includes approximately $567.831,000 and 3583804000 of adjustable rate loans and
S1,350,635,000 and 51,0064,822.000 of fixed rate loans at December 21, 2005 and 2004, respectively, The amount of
boans for which the accrual of nterest has been discontimeed totaled approsimately $4.772000 and 54455 (0 at
December 31, 2005 and 2004, respectively. The amount of interest income that would have been recorded in 2005,
2004 and 2003 if these loans had been current in accordance with their original terms was approximately 289,000,
S322,000 and 3276000, respectively. Accruing loans past due 90 days or more total 31,003,000 and $1 20 000 as

of Decemiber 31, 2005 and 2004, respectively.

A surmmmary of changes in tee allowance for loan losses for the years ended December 31, 2005, 2004 and 2003 = as

fallows:

(dodlars (v chowsanids) 2005 2004 2003
Balance, beginning of year N s 0,116 § 18230 § 13,101
Addition due o purchase ransscton 4,501 587 2438
Adpustrnent Tor boans iransferred to held for sale {35 -
Provision charged to operations 700 4041 6, 500
Loars charged-off (5,541} 4112 {4.782)
Recoverics . - 1,505 1,370 1,172
Balanee, end of vear ] Jgosz 8§ 20,016 18,230

The following is & summary of information pertaining to impaired loans as of December 31:
fdollars in thowsands) (M5 2004
[mspaired loans without o valestion allowance 5 - & Léi
Impaired loans with a valuation allewance 9,180 2,163
Tedal imgained loans 5 9080 5 9179
Valuation allowancoe related 1o wmpained loans 5 204015 1. 788
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dollars in thowsands) 2005 2004 2003

Average investment m impaired loans % 10,713 5 4128 % 3534
Interest incame recognized on impaired lazns T4 145 211
Interest income recognized on & cash basis an impaired loans 41 178 170

As of December 31, 2005, the Company was not committed 1o lend additional funds to any customer whose loan was
classified as impaired,

The Company acquires loans individually and in groups or portfolios. For certain acquired loans that have
experienced deterioration of credit quality between origination and the Company's scquisition of the loans, the
amount paid for a loan reflects the Company®s determination that it is probable the Company will be unable 1o collect
all amounts due according to the loan's contractual terms, AL acquisition, the Company reviews each loan 1o
determine whether there is evidence of deterioration of credit quality since origination anc if 10 15 probable that the
Company will be unable to collect all amounts due according o loan®s contracmaal terms. 1 both conditions exist, the
Company determines whether each such loan is io be accounted for individually or whether such loans will be
assembled into pools of loans based on commeon risk characteristics. The Company considers expecied prepayments
and estimates the amount and timing of undiscounted expected principal, interest and other cash flows for each loan
and subsequently aggregated pool of loans. The Company determines the excess of the loan's or pool’s scheduled
contractual principal and contractual interest payments over all cash flows expected ot acquisition as an amount that
should not be accreted (nonsccretable difference). The remaining amount, répresenting the excess of the loan's or
pol’s cash Mows expected to be collectad over the amount paid, s acereted into interest income over the remaining
life of the loan or pool (accretable vield),

Orwer the life of the loan or pool, the Company continwees 1o estimate cash flows expected 1o be collected. The
Company evaluates at the balance sheet date whether the present value of 15 boans determuned using the effective
interest rates has decreased and if so, recognizes a loss. For any remaining increases in cash Nows expected to be
collected, the Company adjusts the amount of accretable yield recognized on a prospective basis over the loan's or
pool's remaining life.

During 2005, the Company acquired certain impaired boans through the American Horizons acquisition which are
subject to S0P 03-3, The Company™s valuation allowances for all acquired loans subject to SOP 03-3 would reflect
only those losses incurred after acquisition, As of December 31, 2035, there was ne valuation allowance associated
with loans subject to SOP 03-3, The carmving value of these loans 15 melheded 1n the balance sheet amounts of leans
receivable as December 31, The carmving value of these loans was 31222000 at December 31, 2003,

fefalfars in thousands) l0os
Contractually required principal and interest 21 acquisiticn g RA5D
Moanacorelable difference (expected losses and Fnrr:Enm: interesth 1 573
Cash flows expected to be collected at acquisition G816
Accretable yvield 2326
Hazis m acquired loans af acquisiiion g 4. 4590
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Accretable

(dallars inm thousands) Yheld
Balance, December 31, 2004 § -
Additions 230
Aconelsn ([
Tranafers fram nonacerclable difference o accretable yickl 153
Disposals (1,082}
Balarce, December 31, 2003 5 1520

NOTE 5 - LOAN SERVICING:

Loans serviced for others are not includad in the accompanying consolidated balance sheets. The unpaid principal
balances of loans serviced for others were 526,007,000 and 319,153,000 a1 December 31, 2005 and 2004,
respectively, Custedial ¢scrow balances maimtained in connection with the foregoing pontfolio of loans serviced for
ethers, amd included in demand deposis, were approxmmately 360,000 and 547,000 at December 31, 2005 and 2004,
respectively.

The balance of mongage servicing rights was 396,000 and %1 76,000 a1 December 31, 2005 and 2004, respectively,

NOTE 6 - PREMISES AND EQUIPMENT:

Premises and equipment at December 31, 2005 and 2004 consists of the following:

fdotlars in theutands) 005 2004
Lamd 5 14932 % 6387
Buildings 35,292 X200
Fumiare, fixtunes and equipment 27,298 23970
Tetal premises and equipment 7522 59576
Less sccumuloted depreciation 22512 20000
Total premises and equipment, nel 5 55010 % 30 557

Depreciation expense was 53,833 000, 52,971,000 and 52,544,000 for the years ended December 31, 2005, 2004 and
2003, respeciively.

The Company actively engages in leasing office space it has available. Leases have different terms ranging from
manthly rental 1o five-year leases. At December 31, 20035, monthly lease income was 599,000 per month, Total lease
ncome for 2005, 2004 and 2003 was 51,148,000 51,023 (0 and $884.000, respectively. Income from leases is
reported as a reduction in eccupancy and equipmem expense.  The total allocated cost of the portion of the buildings
held for lease an December 31, 2005 and 2004 was $7.416,000 and 56,830,000, respectively, with related
accumulated depreciation of 31,647,000 and 31 429,000, respectively.

The Company leases certain branch offices, land and ATM facilites through non-cancelable operating leases with
terms that range from one to fifieen years, with renewal options thereafier.  Certain of the leases have escalation
clouses and renewal options ranging from three to ten years. Todal rent expense for the years ended December 31,
2005, 2004 and 2003 amounted 10 51,017,000, 3963 000 and $914, 06, respectively.
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M imarwm future annual rent commitments under these agreements for the indicated periods follow:

{dollars in thousards) _Amviumg
Yiear Ending December 31,

i L1 3 6T

2007F Ty

pa L 452

pa L 430

2000 B4l

2001 and thereafter 1.473

Tuital 5 4430

NOTE 7 - GOODWILL AND OTHER INTANGIBLE ASSETS:

Effective JTanuary 1, 2002, the Company adopted the requirements of SFAS Mo, 142, Goodwill and Cther Intangible
Aszers. Under SFAS Ko, 142, poodwill and imangible assets deemed 1o have indefinite lives are no longer amonzed
but are subject to annual impairment tesis in accordance with the provisions of SFAS No. 142, Other intangible assets
continue o be amoriized over their useful lives.

The Company performed the required anmeal mmpairment tests of goodwill as of October 1, 2005 and 2004, The
results of these tests did not indicate impairment of the Company™s recorded goodwill. Changes to the carrying
amount of goodwill not subject to amortization for the years ended December 31, 2005 and 2004 follows:

{idollars in thowsands) Amount
Balance, December X1, 2003 § 50521
Goodwill acquired during year L)
Impaimmient lasses

Balance, December 31, 2004 § 64,732
Goodwill acquined during vear 2EATS

Oiher goodwill adjesoments {41
[mpainment lasses -

Halance, December 31, 2005 5 03067

The Company's purchase accounting imtangible assets from prior acquisitions which are subject 1o amorization
i hede core deposit intangibles and morgage servicing rights with the following carrying values:

December 31, 2005 December 31, 2004
Ceross Net (aross Met
Carrying  Accumalated  Carrving  Carrving  Accumulated  Carrving
{dollars in thousands) Amount  Amortication  Amouwnt Amount  Amertization Ameunt
Care depasit imangibles % 10,282 5 1E73 5 T.409 £ 5244 5 1667 g 3877
Martgage servicimg rights 33 260 a4 ina e [1] 103
Todal & 10595 5 3042 L 7451 £ 5557 5 1877 £ 3620
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The related amortization expense of purchase acoounting intangible assets from prior acquisitions follows:

fdollars in thousands) Amount
Apprepale amoriization expense:

Faor the year ended December 31, 2003 5 Wz
For the year ended December 31, 2004 s
Fﬂrlh:ywnﬂtdﬂmnrrhrll,ﬂﬂﬁ I, 265

Estimated amortization expense:

For the year ended December 31, 2006 g I, 154
For the year ended December 31, 2007 1,048
For the year ended December 31, 2008 L0ES
For the year ended December 31, 2000 1,038
For the year ended December 31, 2000 1,055
For the vears ended December 31, 2011 and thercaficr 2147

NOTE 8 - DEPOSITS:

Certificates of deposit with a balance of 100,000 and over were $310,470,000 and $235,724,000 at December 31,

2005 and 2004, respectively, A schedule of maturities of all centificates of deposit as of December 31, 2005 is as
follows:

_ (dailars in thousands) Ao i
Year Ending December 31,

2040 5 459,533

2007 198, 186

20nog 70,733

R 13,6349

2010 L, 108

200 1 and thereafier 4 582

Tosal 1 T2, 781

NOTE 9 - SHORT-TERM BORROWINGS:
Short-term borrowings at December 31, 2005 and 2004 are summarized as follows;

==

{dollars in thousarnds) ] 2005 2004
Secumbies wald under agreements fo reparchase 5 GE. 104 % 448 453
Federal Home Loan Bank advances T45 152 (W)

Total shom-term barrowings 5 GR.E4T % 236,453

Securities sold under agreements to repurchase, which are classified as secured bomowings, generally mature daily.
Securities sold under agreements 1o repurchase are reflected at the amount of cash received in connection with the
transaction. The Company may be required 1o provide additional collateral based on the fair value of the underlying
securities,

The short-term borrowings at December 31, 2005 consist of one FHLE advance with a maturity term of one year, at a

fixed interest raie of 4.22%. The shori-term borrowings at December 31, 2004 consist of FHLE advances with
maturity terms of seven days, at fixed interest rates ranging from 1.98% 1o 2.38%,
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{dodfars in thowsonds) 105 2004 2003

Cnistanding at December 3 5 GE B4 5 216433 5 162,55
Maxinwm month-end outstandings 199 574 240354 162, 55910
Average daily outstandings 143,100 156 550 115,014
Average rate during the year 23T | A 1.24%
Average rate at year end 1.83% 200% 1.13%

NOTE 10 - LONG-TERM DEBT:

Long-term debt at December 31, 2005 and 2004 is summarized as follows:

{idcllars in thowsamnds) 205 2004
Federal Home Loan Bank notes at:
4 109 o 4. 344% vamable, 3 month LIBOR index 5 5000 8 35,0dK0
2A6E vo T.2ER% fixed 157,931 140,159
Junior subordinated deba:
Statutory Trust |, 3 month LIBOR plus 3.25% 10,210 10,310
Statutory Trust 11, 3 momth LIBOR plus 5.15% L] 1210
Starurory Trust 111, 3 momb LIBOR plus 2.00%% L L] 10210
American Homeons Statutory Toust 1, 3 month LIBOR plus 3.15% 6551 -
Taotal long-term debs 5 022 % i (189

FHLB advance repaymemnts are amortized over periods ranging from eighteen months to twenty years, and have a
balloon feature at maturity. Advances are collateralized by a blanket pledge of mongage loans and a3 secondary
pledpge of FHLB stock and FHLB demand deposits. Total addinonal advances available from the FHLE at December
31, 2005 were 5344 644,000 under the blanket Moating len and 3 96,046,000 with a pledge of investment sccurities.
The weighted average rate at December 31, 2005 wag 4.39%.

The Company amd the Bank also have vanous funding arrangements with commercial banks providing up to
750000000 m the form of federal fumds and odher lines of credit. At December 31, 2005, there was no balance
outstanding on these lines and all of the funding was available to the Company.

Junior Subordinated Debt consists of a total of 337,281,000 in Junior Subsrdinated Deferrable Interest Debentures of
the Company isswed to statubory trusts that were funded by the issuance of floating rate capital securnities of the trusts,
Issues of 510,310,000 cach were completed in November 2002, June 20603 and Sepiember 2004, The remaining issue
of 36,351,000, which was completed in March 2003, was assumed in the Amencan Horeons acquisition.  The
debentures qualify as Tier | Capital for regulatory purposes. The term of the securities 15 30 years, and they are
callable at par by the Company anytime afler 5 years. Interest is payable quanerly and may be defersed at any time at
the election of the Company for up to 20 consecutive quarterly periods. During such pericd the Company is subject to
certain restrictions, including being profubited from declaring dividends o its common shareholders.

Advances and long-term debt at December 31, 2003 have maturities in future years as follows:

fdollars in thousands) Amsunl
Year Ending December 31,
1 5 24,082
2007 35565
2008 Ad 6l 2
2008 78,054
2010 37,167
2011 and thereafier . 40,258
Total 5 250,212
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NOTE 11 = ON-BALANCE SHEET DERIVATIVE INSTRUMENTS AND HEDGING
ACTIVITIES:

The Company has stand alone denivative financial instruments in the form of interest rate swap agreements, which
derive their value from underlying inmerest rates, These transactions involve both credit and market risk. The notional
amounts are amounts on which calculations, payments, and the value of the dervatives are based, Notional amounts
do not represemt direct credit exposures. Direct credit exposure is limited 1o the net difference between the caloulated
s 1o be received and 1;ujd, af any. Such diﬂc‘l’{:l‘lr\c, which represents the Gaer value of the denvative mstrmenis,
is reflected on the Company’s balance sheet in other assets and other liabilines.

The Company 15 exposed to credit-related losses in the event of nonperformance by the counterparties to these
agreements,  The Company controls the credit nisk of its financial contracts through credit approvals, limits and
monitoring procedures, and does not expect any counterparties to fail their obligations. The Company deals only with
primary dealers.

Denvative instruments are gencrally cither negotiated over-the-counter (OTC) contracts or standardized contracts
executed on a recognized exchange. Megotiated OTC derivative contracts are generally entered into between two
counterparties that negohate specific agreement termss, including the underlying instrument, amount, eXeTcise prices
and maturity,

At December 31, 2005 and 2004, the information peraining to outstanding inleres! rale swap agrecments 15 as
follows:

fdollars in thousards) 2005 2004
MNotional amount 5 TEASN 3§ & 1,000
Weighted average pay ratc 28% 35%
Wieighted average receive rate 2.3% 1.3%
Weighted average maburity in years X 4.2
Limrealveed gam (los<) relating 10 mberest rale swaps 5 1093 5 (A6 )

Mo inferest rafe swap agreements were terminated prior to maturity in 2005 or 2004, Changes in the farr value of
inerest rate swaps designated as hedging instruments of the vanability of cash flows associated with long-term debt
are reported in other comprehensive income. These amounts subsequently are reclassified into interest income and
inferest expense a5 a yield adjusiment in the same peried in which the related interest on the long-term deba affects
camings.  As a result of these mverest rate swaps, interest income was increased by $32,000 and 50 and imterest
expense was increased by 54700000 and 51,22 1, () for the years ended December 31, 2005 and 2004, respectively.

Bisk management results for the years ended December 31, 2005 and 2004 related to the balance sheet hedging of

long-term debt indicate that the hedges were 10095 effective and that there was no component of the derivative
instruments” gain of loss which was excluded from the assessment of hedie effectiveness,

NOTE 12 = INCOME TAXES:

The proviston for incomse 1ax expense consists of the following:

Years Ended December 3,

fidallars fn thonsamds) 2005 2k 003
Current federal expense 5 ETE4 5 B4 & 8554
Deferred fedeoral expenoe {3,2306) 1,516 21
Tax eredits (56%) (484) (91}
Tax benelis atrbatable 1o equity-based compensation

ﬁiﬁ allocased 1o paid MI 3 452 1,836 1,537

Tial income 1ax expense % 4% 5 F1.568 % 10,216
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There was a balance due of federal income taxes of 52 366,000 and 5441000 at December 31, 2005 and 2004,

respectively.

The provision for federal income taxes differs from the amount computed by applying the federal income tax statwlory
rate of 35 percent on income from operations as indicated in the following analysis:

Years Ended December 31,

fdallars in thousands) 2005 1004 2003
Federal inx based on sintutory rate 5 301§ 13617 % 11,8149
Increase {decrease) resulting from:
Effect of lax-exempt income (2,231} {2.445) {3227)
Inserest and other nondeductible expenges T2 al 0} 240
Mondeductible ESQOP expense 145 G215 518
Tax crodit (S6E) (454) (91}
(Mher b 43}
Income lax expense 5 7432 5 1,568 5 10,216
Effective rate 25.3% 20.T% 30.3%
The net deferred tax asset (hability) at December 31, 20035 and 2004 15 as follows:
{dallars in thousards) 2005 2004
Dreferred tan asset:
Allowanee far boan bosses % 12603 5 565
Discount on purchased loans 521 -
Difemmed compenssteon A0 25
Tirme deposits 391 613
Bormowings 1 468 1,813
Unrealized boss on cash Mow hedges - Ial
Unrealized loss on investments classified as available for sale jAl4 -
Onher {7 2
Subtotal 1670 10,093
Dieferred cax liahility:
FHLB stock {1.067T) [ 1.680)
Premises and equipmend {3.636) (1,526)
Acquisition intangibles {3,50%) (3434)
Dieferred loan costs (1,074) -
Unrealired gain an cash flow hedges (48T} -
Unrealized gain on investmenis classified as avadlable for sale - (371)
Other (177 (GE2)
Subtotal (12,541 (9,699
Deferred tax asset, net 5 T.127 b A

Retained earnings at December 31, 2005 and 2004 included approximately $21,864,000 accumualated prior to January
1, 1987 for which no provision for federal income taxes has been made. 17 this porion of retained eamings is used in
the future for any purpose other than 1o absorh bad debts, it will be added to future taxable income.
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NOTE 13 - EARNINGS PER SHARE:

Weighted average shares of common stock outstanding for basic EPS excludes the weighted average shares not
released by the Employee Stock Ownership Plan (*ESOP”) of 1,593, 39,761 and 96,511 shares at December 31,
2005, 2004 and 2003, respectively and the weighted average unwvested shares in the Recognition and Betention Plan
(“RRP") of 265,873, 201,128 and 169,591 shares at December 31, 2005, 2004 and 2003, respectively. Shares not
included in the calculation of diluted EPS because they are anti-dilutive were stock options of 22000, 66,730 and
36,250 and RRP gramts of 27,171, 16,875 and 8,730 at December 31, 2005, 2004 and 2003, respectively. The
following sets forth the computation of basic net income per commaon share and diluted pet income per common
share,

Years Ended December 31,
2005 20404 2003
Nusmeraton:
Income applicable 1o common shares b 21000)000 5 27310000 § 23, 85200
Drenorminator:
Weighted average commaon shares cutstanding 015409094 B 377,008 7.9249 334
EfMect af dilutive securitbes:
Sieck aptioas oulstanding 91,301 456,281 31046
Warramis 11099 ER38 -
RRP grants 55,108 50,764 44 585
Weighted average comman shares oustandmg -
assurang dilution 5,812 302 082 501 006,933
Eamimg:; per comimsan share 5 140 § i 5 297
Eamings per common share — astuming diluion 3 14 5 im s 274

NOTE 14 - CAPITAL REQUIREMENTS AND OTHER REGULATORY MATTERS:

The Company {on a consolidated basis) and the Bank are subject 1o varnous regulatory capital requirements
admanistered by the federal and state banking agencies, Failure 1o mee! manimum capital requirements can inrbale
cenain mandatory and possibly additional dizcretionary actions by regulators that, if undertaken, could have a direct
material effect on the Company's financial statements.  Under capital sdequacy guidelines and the regulatory
framework for prompl corrective sction, the Company and the Bank must meet specific capital guidelines that involve
quantitative measures of their assets, Liabilites and certmn off-balance sheet itlema as caleulated under regulatory
accounting practices.  The capual amounts and classification are also subject o qualitative judgments by the
regulators about components, nsk weightings and other faciors.  Prompt corrective aciion provisions are nol
applicable to bank holding companics.

Cueantitative measures established by regulation to ensure capital sdequacy require the Company and the Bank 1o
maintain mininem amounts and ratios of todal and Tier | capial 1o nek-weighted assets and of Tewer 1 capital 1o
average assets. Management believes, as of December 31, 2005 and 2004, that the Company and the Bank met all
capital adequacy requirements to which they are subject.

As of December 31, 20035, the most recent nofification from the Federal Deposit Insurance Corporation categonazed
the Bank as well capitalized under the regulatory framework for prompt comective action. To be categorized as well
capitalized, an institution must maintain manimam total nsk-based, Tier | risk-based and Tier 1 leveraged ratios as set
forth in the following ble. There are no conditions or events since the notification that management believes have
changed the Bank's category. The Company's and the Bank's actual capital amounts and ratios as of December 31,
2005 and 2004 are also presented in the table,
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Aciual Mlimimnm Woell Capitalicced

fdollars in thousands) _ ___Amount Ratin Amouant Ratia Amounnt Hatio
December 31, 2005
Tier 1 beverage capital:
IBERIABANE Corporaticn 5 204.77H T65% § 107,073 4 ¥ 5 M MNIAY
IBERIABANE 187674 T3 1, Ed4 i (M} 133,554 5.0

Ter 1 misk-based caparal:

IBERIABANK Corporation 204,778 107 Th, 562 4.0 MIA MiA
IBERIABAME 187674 481 Ta. 5019 4.0} 114,700 fi. A}
Todal risk-hased capital
IBERIABAMK Corporation 128878 1154 153,124 £.0HD BIA BiA
IBERIABAME 210,761 1007 1 53000 £.00 191,298 10,0
December 31, 2004
Taer | leverage capital:
IBERIABANE Corporation £ 181445 T63 & 935085 4.0 £ WA MIA%
IBERIABANE 162,127 .86 04,553 4.0H) 115191 5.0
Tier | risk-based capital:
IBERIABANEK Comporation 150 445 1113 65,228 4.1 MiA MiA
IBERIABAME 162,027 954 63,001 EXLI 7636 6.0

Total risk-based capaal:
IBERIABAMEK Corporalion 201,561 1236 130,456 LR A MM
IBERTABANK 152,243 .20 130,181 & ek 162,726 [LLELE

NOTE 15 - BENEFIT PLANS:
EMPLOYEE STOCK OWNERSHIP PLAN

In 1995, the Company established an Employee 5tock Ownership Plan ("ES0F) for the benefit of all eligible
employees of the Bank. The leveraged ESOP is accounted for in sccordance with SOP 93-6, Employers” Accounting
Jor Employee Stock Chimersiip Plans. Fuoll-time emplovess of the Bank who have been credited with an least 1,000
hours of service during a 12-month period and who have attained age 21 were eligible 1o participate in the ES0P,

Under SOP 93-6, unecamed ESCOP shares are not considered oulstanding and are shown as a redwction of shareholders®
equity as uncamed compensation. Dividends on unallocated ESOP shares are considered to be compensation
expense. The Company will recognize compensation cost equal to the fair value of the ESOP shares duning the
periods in which they become committed to be released, To the extent that the fair valuee of the Company's ES0P
shares differ from the cost of such shares, this differential will be credited 10 equity. The Company will receive a tax
deduction equal to the cost of the shares released. As the loan 15 mtemnally leveraged, the loan recemvable from the
ESOP to the Company is not reported as an asset nor is the debt of the ESOP shown as a Company liability.
Dividends on allocated shares have been used to pay the ESOP debi.

During 2008, the ESOP was fully funded and the plan was merged into the Company’s 401(k) plan,
Compensation cosl related 1o the ESOP for the years ended December 31, 2005, 2004 and 2003 was L5230, 06,

2,221,000 and 1,953,000, respectively. The fair value of the unearmed ESOP shares, using the closing quoted
market price per share at vear end was approximately $686,000 at December 31, 2004, There were mo uncarmicd
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ESOP shares outstanding as of December 31, 2005, A summary of the ES0P share allocation as of December 31 of
the year indicated is as follows:

M5 2004 2003
Shares allocated beginning of year 484,974 477 200 464 4l
Shares allocated during the year 12,9213 54518 0074
Shares dustnbuted during the year {497,897 {46,855} {46,179
Albocaved shares held by ESOP at year end . 484,974 477,301
Unreleased shares . 12,523 07,450
Total ESOP shares - 407 807 544,751

STOCK OFTION PLANS

The Company 155ues stock options under various plans to directors, officers and other key employees.  The option
exercise price cannal be less than the fair value of the underlying commion stock as of the date of the option grant and
the maximum option term cannob exceed ten years. The stock options granted were issued with vesting periods
ranging from one-and-a half 1o seven years. On December 30, 2005, the Board of Directors approved the immediate
vesting of all cawstanding unvested siock options awarded 1o employees, officers and directors. As a result of the
accelerated vesting, the Company recorded $470,000 of compensation expense n 2005, There was no compensation
expense recorded in 2004 or 2003 related to stock option plans. At December 31, 2005 future awards of 716,700
shares could ke made under the stock oplion plans.

The stock option plans also permit the granting of Stock Appreciation Rights (“SARs™), SARs entitle the holder to
receive, in the form of cash or stock, the increase in the fair value of Company stock from the date of grant 1o the date
of exercise, Mo SARs have been issued under the plans.

The following table summarizes the activity related to stock options:

e

Optians Weighted Average
Dhutstanding Exercise Price
Al January 1, 2003 1404 141 51625
Ciranted M8 438 1234
Cancebed (27,623) 240%
Exereised {181,303) 14.17
Al December 31, 2003 1,463 955 130
Ciranted 36563 43,75
Canceled (5,250 1143
Exercised {167,593 1500
Al December 31, 2004 L6003, 673 00
Ciranted N 611 4839
Caneeled {15,050) 40,59
Exercised (242 275) 13,96
Al December 31, 2005 1,550 541 52955
Exercisable a1 December 31, 2003 T L1473
Exercisable a1 December 31, 2004 741,073 51667
Exercisable w December 31, 2005 1,550,961 £29.55
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The following table presents the weighted average remaining life as of December 31, 2005 for options outstanding
within the stated exercise prices:

Datstanding Exercisable

Weighted Weighted Weighted

Esercive Sumler Average Average Mumiber a\.\'trlge

Price Hange of Exercise Remaining of Exercise
Per Share Oipthins Price Life Options Price
SI0.T0 o 512,05 160,167 S00.00 4.1 vears 65, 167 L1100
1270 107530 1270 0.4 vears 107 530 L1270
S1380 00 515,80 120346 L1460 1.3 veass 32036 L14.6%
S16.40 1o 519,50 1 M, 256 1783 1.7 veass 130,286 L1783
S20000 po 520940 358250 LX.30 5.7 yeans 58 150 £22 36
530,81 1o 53085 225050 231,80 7.2 years 125 459 %3180
340,14 o 54079 305,733 540,30 8.7 years 05,733 S4B 36
55010 o 5540 22 WH) §52.96 9.8 vears 22,000 55206

The fair value of each option is estimated on the date of gramt wsing an option-pricing madel with the following
weiphted average assumptions used for 2005, 2004 and 2003 grants: dividend yields of 2.00, 1.80 and 1.94 perceni;
expected volatlity of 24,07, 19008 and 23,42 percent; risk-free interest rate of 4.33, 4.03 and 3.70 percent; and
expected lives of 7.0 years. The weighted average fair value per share at the date of gramt for shares granted during
2005, 2004 and 2003 was 51428, 511,58 and 36.63, respectively,

RESTRICTED STOCK PLANS

The Company established a recognition and retention plan (“REP") for certain officers and directors dunng the vear
ended December 31, 1996, A supplemental stock benefit plan adopted in 1999 and the 2001 and 2005 Incentive
Plans also allow grants of restricted stock. The cost of the shares of restricted stock awarded under these plans is
recorded as unearmed compensation, a contra equity account. The fair value of the shares on the date of award is
recognized as compensation expense over the vesting period, which is gencrally seven years. The holders of the
restnicted stock recemve dividends and have the nght 1o vote the shares. For the years ended December 31, 2005, 2004
and 2003, the amount included in compensation expense was 31,524,000, 31,113,000 and 5757000, respectively. At
December 31, 2005, 1,236 shares were available in the REP plan for future awards. The weighted average grant date
fair value of the restricted stock granted during the years ended December 31, 2005, 2004 and 2003 was 548835,
$46.12 and $34 58, respectively. A summary of the changes in awarded shares follows:

005 il 003

Balance, Begmaing of yvear 214,003 163 620 | 20,866
Granted 120,207 iy, S E56ER
Farfeited (2E75) (3,483) {2,504}
Earned and issued (43,572 [32,658) (40,434}
Balance, end of year 287,713 214,003 163,620

401 (K) PROFIT SHARING FPLAN

The Company has a 400k} Profit Sharing Plan covering substantially all of its employees.  Annual employer
contributions to the plan are set by the Board of Directors. Mo contributions were made by the Company for the years
erled December 31, 2005, 2004 and 2003. The Plan provides, among other things, that pamicipants in the Plan be
able 1o direct the investment of their scoount balances within the Profit Sharang Plan into alternative investment funds.
Participant deferrals under the salary reduction ebection may be matched by the employver based on a percentages to be
determined anmually by the employer,
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NOTE 16 - RELATED PARTY TRANSACTIONS:

In the ordinary course of business, the Bank has granted loans to executive officers and directors and their affilistes
amounting to 628,000 and 569,000 at December 31, 2005 and 2004, respectively. During the year ended December
31, 2005, total principal additions were 5494 000 and total principal payments were 5435000, Unfunded
commitments to executive officers and directors and their affiliates totaled 5251000 a1 December 31, 2005,

NOTE 17 - OFF-BALANCE SHEET ACTIVITIES:

The Company 15 a party to financial instruments with off-balance sheet risk in the normal course of business o meet
the fmancing needs of s customers.  These financial mstruments include commitments o extend credit and standby
letters of credit, Such commutments involve, 1o varying degrees, elements of credit and interest rate risk in excess of
the amount recognized in the consolidated balance sheets, The same credit policies are used in these commitments as
for on-balance sheet instruments. The Company’s exposure to credit loss in the event of nonperformance by the other
partics is represented by the contractual amount of the financial instruments. Al December 31, 2005, the fair value of
guarantess under commercial and stamdby letters of credit was $133,000. This amount fepresents the unamortized fee
associafed with these guarantees and is included in the consolidated balance sheet of the Company, This fair value
will decrease over time as the existing commercial and standby letters of credit approach their expiration dates,

At December 31, 2005 and 2004, the Company had the following financial instrumenis owistanding, whose contract
amounts represent credit risk:

Contract Amount

fdollars in thousands) 2005 204

Cammitments o grant loans g 48482 5§ 2391
Unfunded commatments under lines of credit 107 568 280 5
Cammercial and standby letters of credn 13,241 6053

Commitments 1o extend credit are agreements o lend 1o a customer as long as there i3 no violation of any condition
established in the contract. Commitments generally have fixed exparation dates or ether termination clauses and may
require payment of a fee. Since many of the commitmemts are expected 1o be drawn wpon, the total commitment
amounis generally represent future cash requirements. The Company cvaluates each customer's credit-worthiness on a
case-by-case basis. The amount of collateral, if deemed necessary by the Company upon exiension of credit, is based
on management’s credit evaluation of the counterparty.

Unfunded commitrments under commercial hnes-of-credit, revalving credit lines and overdraft protection agreemenis
are commitments for possible future extensions of credit to existing customers,  These lines-of-credit usually do not
contain a specified matrity date and may not be drawn upon to the toal extent 1o which the Company is commtted.

The Company 15 subject 1o certain claims and litigation arising in the ordinary course of business, [n the opinion of
management, after consuliation with legal counsel, the ultimate disposition of these matters s not expected to have a
material effect on the consolidated financial position of the Comgany.

NOTE 158 - FAIR VALUE OF FINANCIAL INSTRUMENTS:

The fair value of a financial instrument is the cumrent amount that would be exchanged between willing parties, other
than in a forced liquidation. Fair value is best determined based wpon quoted market prices.  Howsever, in many
instances, there are no quoted market prices for the Company’s various financial instruments, In cases where quoted
market prices are not available, fair values are based on estimates using present value or ether valuation technigues.
Thase wechniques are significantly affected by the assumgtions used, imcluding the discount rate and estimates of
future cash flows. Accordingly, the fair value estimates may not be realized in an immediate settlement of the
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istrument. SFAS Mo, 107 excludes certain financial instruments and all non-finamcial instruments from its disclosune
requirements. Accordingly, the aggregate fair value amounts presented may not necessanly represent the underlying
fair value of the Company.

The following methods and assumptions were used to estimate the fair value of cach class of financial mstruments for
whech it i practicable fo estimate that value:

Cash and Cash Equivalents: The carmang amounts of cash and shor-term instruments approximane their fir
walse.

Investment Sceurities:  Fair value equals guoted market prices and dealer quotes.

Loans: The fair value of mortgage loans recervable was estimated based on present values using entry-value
rates at December 31, 2005 and 2004, weighted for varying maturity dates. Other loans receivable were valued
based on present values using entryovalue inferest rates a1t December 31, 2005 and 2004 applicable 1o cach
category of loans, Fair values of morigage loans held for sale are based on commutments on hand from investors
or prevailing market prices.

Deposits:  The fair value of NOW sccoums, money market deposits and savings accounts was the amount
payable on demand at the reporting date, Cerificates of deposit were valued using a weighted average raie
cabculated based upon rates at Decermber 31, 2005 and 2004 for deposis of simalar remainimg maturimes.

Short-term Borrowings: The camrying amounts of shor-term borrowings maturing within minety days
approximate their fair values.

Long-term Borrowings: The fwr values of the Company's long-term bormowings are estimated using
discounted cash Now analyses based on the Company s current mcremental borrowing rates for similar types of
barrawang arrangements,

Derivative Instruments: Fair valwes for interest rate swap agreements are based upon the amounts required to
seitle the contracts.

Off-Balance Sheet [tems: The Company has outstanding commitments to extend credit and standby letiers of
credit. These off-balance sheet financial instruments are generally exercisable at the market rate prevailing at
thie date the underlving tramsaction will be completed. At Decermsber 31, 2005 and 2004, the fair value of
guarantees under commercial and standby letiers of credint was immaterial,

The estumated fuir values and carmying amounts of the Comgpanys financial instruments are as follows;

December 31, 2005 December 31, X004

Carrving Falr Carrying Fair
{dfodfars im fhonsamds) Amouni Valwe Amount Value
Financial Assets
Cash and cxsh equivabents 5 126500 § 120,800 § 53,265 8§ 53,265
Investment securilics 472,882 572832 S50, 055 56T 004
Loans and loans keld for sale, net 1,500,949 1 BED 4% 1638619 1652 B2
Dierivative instruments 1 463 1463 419 419
Financial Liabilities
Dwposiis % 224205 % 227404 % 1,773,480 % 1,772,075
Shoe-term bomowings 68 B4 6HiE E49 215,453 236,453
Lomg-term debt 250,212 254 SE3 206,089 M7, 10T
Derivative instrurmenis k[a1 ke RO ERO
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The fair value estimates presented herein are based upon pertinent information available to mapagement as of
Drecember 31, 2005 and 2004, Although management is not aware of any factors that would significanily affect the
estimated fair walue amouns, such amaunts have nof been comprehensively revalued for purposes of these financial
statements since that date and, therefore, cwrrent estimates of fair value may differ significantly from the amounts
presented herein.

NOTE 19 - COMFPREHENSIVE INCOME:
The following is a summary of the components of other comprehensive imcome:

Years Ended December 31,

faallars in thousand) 2005 2004 H03
Unsealized gain (boss) on securities available for sale, net 5 (MRS4y 5 o 8§ {1,261}
Reclassification adjustment for net (gains) losses
realized im net income 19 {698) {267}
Met unrealized gain (loss) (10,815 (329 {1.528)
_Tax effect 3,785 115 535
Met-af-1ax amount (T A%0) (214} {05 3)
Unsealized gain (boss) on cash fow hedges 1,555 448 715
Tax effect (544 {(227) {251%
Met-af-lax amouni 101 421 b
Other comprehensive income {loss], net of income taxes g (G009 5 T % (529

NOTE 20 -« RESTRICTIONS ON DIVIDENDS, LOANS AND ADVANCES:

The Bank is restricted under applicable laws in the payment of dividends 1o an amount equal to current year eamings
ples undistributed camings for the immediaely preceding vear, unless prior permission i3 received from the
Commissioner of Financial Instittions for the State of Louisiana. Dividends pavable by the Bank in 2006 wathow
permission will be limited te 2004 camings plus an additional 53,380,000

Accordingly, at January 1, 2006, 3278, 587,000 of the Company™s equity in the net assets of the Bank was restricted.
Fumls available for lans or advances by the Bank to the Company amounted to 522,576,000, In addition, dividends
paid by the Bank to the Company would be prohibited of the effect thereof would cause the Bank's capital to be
reduced below applicable minimum capital requirements,
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NOTE 21 - CONDENSED PARENT COMPANY ONLY FINANCIAL STATEMENTS:

Condensed financial statements of IBERIABANK Corporation (parent company only) are shown below, The parent

company has ne significant operating activities,

{ondensed Balance Sheets
December 31, 2005 and 2004

fdallary in thouzamds) M5 2004
Assels

Cash i bank 2,70 11,023

Investmient i subsidiary 281,967 20,610

Oher asseis 17,172 11,91%
Taotal assels 301938 233352
Liakilities and Sharcholders® Equity

Laabiluties AR 360 139

Shareholders' equity - 263,569 230,162
Total liabilities amd shareholders® equity 301038 253553
Condensed Statements of Income
Years Ended December 31, 2005, 2004 and 2003
{dollars in thousands) 205 204 on3
Operating ineome

Dividends from subsidiary 22,000 21,504 12,0010

Other income 174 249 64
Total operating incomse 22574 21,749 12,064
Operating expenses

[neerest expense 2.5 1,408 1,046

Crther expenses 3174 1,942 1,634
Total operating cxpenses 3504 3,440 2680
Income before income tax expense and increase

in equity in undistributed carnings of subsidiary 16,870 18,300 9,384
Income 1ax benefi 1,750 11T 1R
Income belore increase in equity in undistributed

carnings of subsidiary 15,620 A2 1209
Increase in equity in undistributed eamings of subsidiory 1380 7913 13,253
Met Income 22,00 27,310 23,552
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Condensed Statements of Cash Flows
Years Ended December 31, 2005, 2004 and 2003

_dallars in thonsends) 1005 1004 2003
Cash Flows from Operating Activities
Bet income 2000 % 7319 5 21,552
Adjustments to reconcile net income to net cash
provided by opcrating activilies:
Depreciation and amomization (16) 48 47
Increase in equily in net income of subsidiary (3,380 (7,913 (13,253)
Moncash compensaiion expense 2,204 1,115 TG
Ciain on sale of assets (13) - -
Ingrease in dividend receivable from subsidiary {5, 0K} {2000 (8.000)
Other, net El 2,165 1644
Net Cash Frovided by Operating Activities 15,966 FUREE 4,740
Cash Flows from Investing Activities
Cash paid in exvess of cash received in acguisiiion - (9,518)
Cash received in excess of cash paid in acguissiton 410 -
Proceeds from sale of premiscs and equipment 203 . -
Capatal contributed 10 subidiary (15) ({117 (97
Payments received from ESOF 151 277 104
Net Cash Provided by (Used in) Investing Activities T45 211 (9.241)
Cash Flows from Financing Activities
Drvidends paid to sharcholders (8,534) (66046) (5.185)
Procoeds from long-term deba - 1 b 0y 10,000
Repayments of bong-term debt - - (2.500)
Met change in shortterm bomowings . -
Cosis al issuance of common slock in acguisiton {6} - (191)
Faymenis to epurchase common stock (17,504) (18.862) (6177}
Proceeds from sale of treasury stock For stock options exergised 1,407 2,549 1,770
MNet Cash Used in Financing Activities {24.593%) (12.91%) (2.283)
Net (Decrease) Increase in Cash and Cash Equivalents (8,224) E.246 (6.773]
_Cash and Cash Equivalents al Beginning of Period 11,023 2777 9,552
_Cash and Cash Equivalents at End of Period 2099 % 11023 % 2777
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NOTE 22 - QUARTERLY RESULTS OF OPERATIONS:

First Second Third Fourth
(dollars in thousands, except per share data) Quarter Quarter Quarter Quarter
Year Ended December 31, 2005
Total interest income $ 31,454 § 33,549 $ 34,541  $ 35,786
Total interest expense 10,905 12,274 13,499 13,853
Net interest income 20,549 21,275 21,042 21,933
Provision for loan losses 650 630 15,164 625
Net interest income after provision for loan losses 19,899 20,645 5,878 21,308
Noninterest income 6,081 6,745 6,640 6,674
Noninterest expense 15,676 16,047 15,773 16,943
Income (loss) before income taxes 10,304 11,343 (3,255) 11,039
Income tax expense (benefit) 3,004 3,215 (1,914) 3,126
Net Income (Loss) $ 7,300 $ 8,128 § (1,341) § 7,913
Earnings (loss) per share — basic $ 081 $ 0.88 § 0.15) § 0.86
Earnings (loss) per share — diluted 3 075 $ 0.82 $ (0.15) $ 0.80
Year Ended December 31, 2004
Total interest income $ 25,402 % 26,192 § 28,047  $ 28,969
Total interest expense 7,436 8,073 8,816 9,657
Net interest income 17,966 18,119 19,231 19,312
Provision for loan losses 1,055 704 857 1,425
Net interest income after provision for loan losses 16,911 17,415 18,374 17,887
Noninterest income 5,556 5,825 5,857 5,979
Noninterest expense 13,215 14,013 14,229 13,440
Income before income taxes 9,252 9,227 10,002 10,426
Income tax expense 2,761 2,740 2,966 3,101
Net Income $ 6,491 § 6,487 $ 7,036 $ 7,325
Earnings per share — basic $ 078 $ 076 § 084 § 0.88
Earnings per share — diluted $ 072§ 071 § 078 $ 0.80
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Directors and Executive

Board of Directors
IBERIABANK Corporation

William H. Fenstermaker

Chairman of the Board, IBERIABANK Corporation
Chairman and Chief Executive Officer,

C.H. Fenstermaker and Associates, Inc.

E. Stewart Shea Il

Vice Chairman of the Board, IBERIABANK Corporation
Managing Partner, The Bayou Companies, L.L.C.
Managing Partner, Bayou Coating, L.L.C.

Elaine D. Abell
Attorney at Law

Harry V. Barton, Jr.
Certified Public Accountant

Ernest P. Breaux, Jr.

Chairman/CEO of Iberia Investment Group L. L. C.,
Ernest P. Breaux Electrical, Inc. and

Equipment Tool Rental & Supply

Daryl G. Byrd
President and Chief Executive Officer,
IBERIABANK Corporation and IBERIABANK

John N. Casbon

Executive Vice President,

First American Title Insurance Company

Chief Executive Officer and President,

First American Transportation Title Insurance Company

Larrey G. Mouton
Owner, Mouton Financial Services, L.L.C.
Chairman, Acadiana Filter Services, Inc.

Jefferson G. Parker
President,
Howard Weil Incorporated

0. Miles Pollard, Jr.
Private Investor

David H. Welch
President, Chief Executive Officer and Director,
Stone Energy Corporation
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Officers

Executive Officers
IBERIABANK Corporation

Daryl G. Byrd
President and Chief Executive Officer

Michael J. Brown
Senior Executive Vice President, Chief Credit Officer

John R. Davis
Senior Executive Vice President

Michael A. Naquin
Senior Executive Vice President

George J. Becker Il
Executive Vice President, Corporate Secretary

Marilyn W. Burch
Executive Vice President

Anthony J. Restel
Executive Vice President, Chief Financial Officer

Market Presidents
IBERIABANK

Taylor F. Barras
New lberia and Community Markets

Mark D. Evans
Shreveport

Karl E. Hoefer
New Orleans

Van E. Pardue
Northeast Louisiana

J. Keith Short
Baton Rouge

Pete M. Yuan
Lafayette



Baton Rouge

J. Keith Short, Market President
C. Brent McCoy, Chairman
John W. Barton, Jr.

John H. Bateman

John C. Hamilton

Robert B. McCall lll
Eugene H. Owen

Stanley E. Peters

Kevin P. Reilly, Jr.

William S. Slaughter IlI

Lafayette

Pete M. Yuan, Market President
Elaine D. Abell, Chairman

Clay Morgan Allen

Bennett Boyd Anderson, Jr.
Charles Theodore Beaullieu, Sr.
Dr. Edward F. Breaux

Richard D. Chappuis, Jr.
James M. Doyle

George E. Fleming

Charles T. Goodson

W. J. “Tony” Gordon Ill

Robert D. Lowe

Frank X. Neuner, Jr.

Dwight S. Ramsay

Gail A. Romero

William W. Rucks Il

New lberia

Taylor F. Barras, Market President
Cecil C. Broussard, Co-Chairman
E. Stewart Shea, Co-Chairman
Dr. John L. Beyt |ll

Martha B. Brown

Dr. George B. Cousin

David D. Daly

J. David Duplantis

Cecil A. Hymel Il

Edward P. Landry

Thomas R. Leblanc

Diane Musson

Glen J. Ritter

John Jeffrey Simon

Advisory Board Members

New Orleans

Karl E. Hoefer, Market President
John N. Casbon, Co-Chairman
Jefferson G. Parker, Co-Chairman
John D’Arcy Becker

Darryl D. Berger

Scott M. Bohn

John D. Charbonnet

Cindy Brennan Davis

David L. Ducote

James P. Favrot

Hardy B. Fowler

Howard Gaines

John D. Georges

William F. Grace, Jr.

D. Mason Granger

Erik L. Johnsen

John P. “Jack” Laborde
William H. Langenstein IlI

E. Archie Manning lI

William M. Metcalf, Jr.

J. C. Rathborne

Northeast Louisiana

Van E. Pardue, Market President
W. Elton Kennedy, Chairman
William E. Pratt, Vice-Chairman
Dixon Abell

L. Michael Ashbrook

J. Scott Cummins

Billy Duncan

Randy L. Ewing

Danny R. Graham

William D. Haddad

W. Bruce Hanks

Linda Singler-Holyfield

Tex R. Kilpatrick

Don McGehee

Joe E. Mitcham, Jr.

Dr. Virgil Orr

Dan B. Taylor

Jerry W. Thomas

Dr. Michael F. Zambie

»
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Corporate Information

Corporate Headquarters
IBERIABANK Corporation
200 West Congress Street
Lafayette, LA 70501
337.521.4012

Corporate Mailing Address
P.O. Box 52747
Lafayette, LA 70505-2747

Internet Address
www.iberiabank.com

Annual Meeting

IBERIABANK  Corporation  Annual Meeting of
Shareholders will be held on Wednesday, May 3, 2006
at 4:00 p.m. at the Windsor Court (4th Floor Gallery)
located at 300 Gravier Street, New Orleans, Louisiana.

Shareholder Assistance
Shareholders requesting a change of address, records,
or information about lost certificates should contact:

Investor Relations

Registrar and Transfer Company
10 Commerce Drive

Cranford, NJ 07016
800.368.5948
www.invrelations@RTCO.com

For Information

Copies of the Company’s financial reports, including
forms 10-K and 10-Q, are available without cost by
sending a written request to Investor Relations at
P.O. Box 52747, Lafayette, LA 70505-2747. This and
other information regarding IBERIABANK Corporation
and IBERIABANK may be accessed from our web site.
In addition, shareholders may contact:

Daryl G. Byrd, President and CEO
337.521.4003

John R. Davis, Senior Executive Vice President
337.521.4005
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Stock Information

MARKET PRICE DIVIDENDS
2005 HIGH LOW CLOSING DECLARED
First Quarter $51.04 $43.97 $44.33 $0.22
Second Quarter $49.07 $43.59 $48.79 $0.24
Third Quarter $55.56 $47.70 $52.86 $0.26
Fourth Quarter $56.20 $49.42 $51.01 $0.28

MARKET PRICE DIVIDENDS
2004 HIGH LOW CLOSING DECLARED
First Quarter $49.29 $43.90 $45.51 $0.19
Second Quarter $46.03 $42.00 $45.92 $0.21
Third Quarter $45.27 $41.69 $45.06 $0.22
Fourth Quarter $52.60 $44.76 $52.03 $0.22

At December 31, 2005, IBERIABANK Corporation had
approximately 1,700 shareholders of record.

Securities Listing

IBERIABANK Corporation’s common stock trades on the
NASDAQ National Market under the symbol “IBKC.” In
local and national newspapers, the company is listed
under “IBERIABANK."

Dividend Investment Plan

IBERIABANK Corporation shareholders may take
advantage of our Dividend Reinvestment Plan. This
program provides a convenient, economical way for
shareholders to increase their holdings of the Company’s
common stock. The shareholder pays no brokerage
commissions or service charges while participating in
the plan. A nominal fee is charged at the time that an
individual terminates plan participation. This plan does
not currently offer participants the ability to purchase
additional shares with optional cash payments.

To enroll in the IBERIABANK Corporation Dividend
Reinvestment Plan, shareholders must complete an
enrollment form. A summary of the plan and enrollment
forms are available from the Registrar and Transfer
Company at the address provided under Shareholder
Assistance.



[ )
Life doesn't wait.” | | BEERIABANK
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