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Financial Highlights

(dollars in thousands, except per share data)

Income Data

Net Interest Income $ 91,522 S 84,798 8%
Net Interest Income (Tax-equivalent Basis) ! 95,066 88,081 8%
Net Income 35,695 22,000 62%

Per Share Data

Net Income - Basic S 3.80 S 2.40 58%
Net Income - Diluted 3.57 2.24 59%
Cash Earnings - Diluted 3.64 2.32 57%
Book Value 31.07 27.60 13%
Tangible Book Value @ 21.43 17.07 26%
Cash Dividends 1.22 1.00 22%

Average Balance Sheet Data

Loans S 2,054,609 S 1,840,075 12%
Earning Assets 2,756,393 2,477,546 11%
Total Assets 3,008,474 2,717,063 11%
Deposits 2,351,692 2,050,603 15%
Shareholders’ Equity 277,510 261,629 6%
Key Ratios
Return on Average Assets 1.19% 0.81%
Return on Average Equity 12.86% 8.41%
Return on Average Tangible Equity @ 20.52% 13.96%
Net Interest Margin (Tax-equivalent Basis) 3.42% 3.54%
Efficiency Ratio 63.6% 58.1%
Tangible Efficiency Ratio (Tax-equivalent Basis) ©@ 60.2% 54.8%
Average Loans to Average Deposits 87.4% 89.7%
Nonperforming Assets to Total Assets © 0.16% 0.21%
Allowance for Loan Losses to Loans 1.34% 1.98%
Net Charge-offs to Average Loans 0.02% 0.20%
Average Equity to Average Total Assets 9.22% 9.63%
Tier 1 Leverage Ratio 9.01% 7.65%
Dividend Payout Ratio 33.6% 43.6%

(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 financial holding company with consolidated assets at December 31, 2006 of
$3.2 billion. IBERIABANK Corporation and its predecessor organizations have served clients for 120 years. As of
February 1, 2007, the Corporation’s subsidiaries include IBERIABANK, Pulaski Bank and Trust Company, and First
Community Bank.



Charting New Territory

The year 2006 was a year of continued recovery for Louisiana and a time for significant investment and
extraordinary expansion for IBERIABANK.

The state rallied together to continue to rebuild its communities ravaged by the hurricanes in 2005. Our
branch expansion initiative made great strides and positioned us well to take advantage of the changing
landscape of our region. We continued to recruit dynamic talent across all areas of the organization focusing
on client-centric decision making as a priority.

The announcements of the acquisitions of two Arkansas-based banks made history for our Company
establishing a new path for growth and significantly diversifying our lines of business. We are proud of our 120
years of history and the stellar reputation we have earned for serving Louisiana clients well. We now have the
opportunity to build new bridges - solid new relationships — in a region with great promise.

We embark into new territory where we look forward to investing in new partnerships, building solid client
relationships, and taking advantage of additional opportunities for growth for the years to come.

Mission Statement

> Provide exceptional value based client service
> QGreat place to work

> Growth that is consistent with high performance
> Shareholder focused

> Strong sense of community
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| etter to Shareholders

Dear Shareholders,

As our Company celebrates its 120th anniversary, we
are reminded of the importance of perseverance and
long-term focus. Since 1887, we have enjoyed capital
strength and an exceptional reputation in the markets
we serve. Our team is well seasoned, experienced, and
focused intently on the wellbeing of our shareholders,
clients, communities, and associates. Our expansion
initiatives focus on long-term benefits, which many times
temper nearterm performance. Many of the biggest
challenges any company with a long history faces are
adapting to rapidly changing conditions, taking the
initiative to explore new opportunities, and investing in
future growth. We believe the actions we have taken
and results delivered in 2006 demonstrate our ability
to overcome adversity and opportunistically expand
our franchise. We are very proud of our historical
performance and our prospects for future growth.

The theme of this year’s annual report to shareholders is
“Charting New Territory.” We believe this theme reflects
our initiatives to explore favorable geographic expansion
opportunities and invest in people and businesses for
our long-term future, in a manner consistent with our
culture and high-quality focus. Just as the destiny of the
United States was enhanced with the Louisiana Purchase
in 1803, we believe our recently completed acquisitions
of Arkansas-based Pulaski Investment Corporation
and Pocahontas Bancorp, Inc. have opened new and
exciting opportunities for IBERIABANK Corporation.
The Louisiana Purchase and survey-related explorations
in Arkansas and Missouri provide interesting parallels to
our recent expansion endeavors. (See pages 21-24).

Charting New Territory

President Thomas Jefferson’s bold expansion initiative
met some resistance initially, but ultimately proved
to be a critically positive turning point for the young
nation.  Similarly, we believe our recent expansion
initiatives bear great promise for our future. For many
years, Arkansas’ official nickname was “The Land of
Opportunity.” We believe that moniker rings true now
more than ever.

In addition to Arkansas, we are very excited about our
bank expansion into the Memphis and Tulsa markets as
well as other businesses. Our new business lines of
trust and investment management and the acquisition
of the largest title insurance agency in the state of
Arkansas provide an interesting complement to our
current expanded franchise. The acquisitions triple our
mortgage business, with estimated annual mortgage
loan production of approximately S1 billion. Pulaski's
credit card business presents our first nationwide
operation. These businesses are wel-managed and
demonstrate favorable growth prospects. While these
businesses may be charting new territories for us, we
are teaming up with guides that know the landscape
very well. We have explored and shown interest in
these “new territories” for quite some time, therefore
we believe we understand them well.

The first stage of our Louisiana branch expansion
initiative is nearly complete, namely getting 12 highly
targeted branch offices in place, fully staffed, and
serving clients. While we experienced some initial delay
due to post-hurricane related infrastructure issues,
we are pleased with the overall results of our branch
expansion initiative. The second stage of this journey
is underway as loan and deposit volumes increase and



superior client experience is delivered. Progress is
steady as the second stage moves forward. As the
French chemist Marie Curie once said, “The way of
progress is neither swift nor easy.”

In addition to our acquisitions and branch expansions,
we invested heavily in additional human capital in 2006.
While many of our larger competitors have emphasized
decreasing human contact with clients, we continue to
believe banking is a “people business” - clients
expect and deserve outstanding service.

As a result, we continue to successfully

recruit strategic hires in
segments of our company, including
associates in commercial, retail, private
banking, mortgage, construction, and

various

support roles. We are very proud of the
team we have assembled and the very positive
influence these people have on our future.

We are pleased to continue to receive local recognition
for our commitment to the community and for our
superior business practices. We are proud to be voted
“The Best Bank in Acadiana” for the second year in a row
by the readers of The Times of Acadiana, a Lafayette-
based news publication that publishes 33,000 issues
weekly.

Through the efforts of our talented team, we delivered
record financial operating results for our shareholders
in 2006. Total average loans climbed $215 million, or
12% in 2006 compared to the prior year. Similarly,
total average deposits increased $301 million, or 15%,
including a $53 million, or 19%, increase in noninterest
bearing deposits during this period. Book value per

share climbed 13%, and tangible book value per share
increased 26% between year-end 2005 and year-end
2006. Net income for 2006 totaled $35.7 million,
up 62% compared to 2005. We reported fully diluted
earnings per share (“EPS”) of $3.57 per share in 2006,
up 59% comparedto 2005. Hurricanes and acquisitions
affected the financial results to varying degrees during
2005 and 2006. The EPS results in 2006 were
consistent with the guidance ranges we provided to the
investment community throughout 2006.

Our ability to deliver these bottom-ine

results during a very challenging

interest rate environment is particularly

gratifying. Banks tend to produce

more favorable financial results during

periods of upward, or positive, sloping

yield curves, and tend to experience income

pressure during periods of flat or inverted interest rate

curves (particularly if these curves exist for extended

periods of time). The banking industry continued to

be pressured in 2006 through a very difficult period

of a flat and, at times, inverted yield curve. Market

expectations are for a continuation of this predicament

through 2007 as well. In May 2004, we were one of the

first banking organizations to predict and communicate

to the investment community the expected negative

influence of the interest rate curve conditions that the
industry currently faces.

Just as we would prefer the investment community
and clients to be predictable to us, we would like
our actions to be predictable to our clients and
shareholders. Unfortunately, there may be unexpected
and seemingly random events, challenging to predict
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and impossible for which to prepare. The manner in
which an organization reacts to unexpected events is
a primary differentiating factor between companies.
When adversity unexpectedly strikes, our actions tend
to be well measured, decisive, opportunistic, and
compassionate. In the wake of Hurricanes Katrina and
Rita, two of the most powerful hurricanes on record
that devastated selected areas of the Guif Coast, we
demonstrated assertive actions that assisted in the
recovery of our clients, associates, and communities.
In the third and fourth quarters of 2005, we set aside
$14.4 million in additional loan loss reserves to address
anticipated potential losses affecting our clients. Due
to the strength and perseverance of our clients and the
hard work of our associates, the financial impact to
date on those clients in aggregate was significantly less
than we feared. As a result, during the last nine months
of 2006, we released $8.2 million in hurricane-related
reserves due to the improved financial conditions of our
clients.

While we are pleased and proud that the reserves were
not needed, we recognize that much anguish remains in
the affected communities until the rebuilding of homes
and businesses is complete. We remain steadfast in
our resolve to assist our clients in the rebuilding of
their lives after such great tragedy and suffering. As
demonstrated since the storms made landfall, the
people of south Louisiana are hearty and vibrant. Long
ago, their ancestors braved uncharted territories and
hostile conditions, yet blazed the trail for the growth of
our nation.

We are very proud of our communities and our clients,
and proud of the results our associates achieved

Charting New Territory

during a very challenging year. These results were
accomplished despite the nearterm costs of the
significant investments we made in our future.

At times, these investments and endeavors may
initially seem contrarian, even pioneering, in nature.
Such was the case in our recent Arkansas-based
acquisitions. A few years ago, | was quoted in a
bank trade publication that foretold the direction of
our strategy. In that interview, when asked where our
first out-of-state venture would be, | stated then, and
consistently thereafter, that our interest would likely be
in Arkansas or Mississippi. This surprised a number of
people as many of our competitors have been focused
on entering “hyper-growth” markets (which tend to
be “hyper-competitive” as well) and our organization
was expected to do likewise. Our actions in 2006
demonstrated our consistent focus on expanding
opportunities and charting new territories to enhance
shareholder value.

As Thomas J. Watson, Sr., former President of IBM,
said, “Once an organization loses its spirit of pioneering
and rests on its earlier work, progress stops.” Our
pioneering spirit presses on and progress in shareholder
value creation continues.

We appreciate your continued support and confidence.

Sincerely,

ol 15

Daryl G. Byrd
President and Chief Executive Officer



Chairman'’s Letter to Shareholders

Dear Shareholders,

Our Company performed well in 2006 despite significant headwinds of many industry and local challenges. Our
industry is experiencing great changes, new competitors, dynamic pricing pressures, and an evolving regulatory
environment. Strong leadership recognizes how to adapt to these changes and acts decisively. | commend my fellow
corporate board members, our advisory boards, leadership team, and associates for successfully navigating these
challenging waters and prospering in 2006. While it would be easier to “rest on our laurels,” we instead strive for
continuous improvement and invest in areas for future growth.

The Company demonstrated many areas of quality improvement during 2006. During the year, the Company’s capital
strength as measured by regulatory capital ratios improved materially. Asset quality measures improved as well.
Between December 31, 2005 and December 31, 2006, nonperforming assets declined 17%, equating to 0.16%
of total assets at December 31, 2006. Loan loss reserves covered nonperforming assets by nearly six times. Net
charge-offs were only 0.02% of average loans for the full year of 2006, compared to 0.20% in 2005. These results
were consistent with our strategic goal of maintaining top-quartile asset quality performance compared to peer
institutions.

Returns to shareholders result from two primary sources — market value and cash dividends. Both factors
demonstrated improvements during the year. Our common stock finished 2006 at $59.05 per share, an improvement
of $8.04 per share, or 16%, compared to year-end 2005. During 2006, we raised our quarterly cash dividend to
shareholders on two occasions. For the full year of 2006, our cash dividends totaled $1.22 per share, an increase
of 22% compared to 2005. In the fourth quarter of 2006, the quarterly cash dividend equated to $0.32 per share,
an increase of 14% compared to the same quarter in the prior year. Total return to shareholders during this period,
including the reinvestment of dividends, equated to 18% for the year.

Our Board of Directors recognizes its important fiduciary responsibility to our shareholders. We are focused on
overseeing the leadership team of our Company and producing high-quality financial results. We also take prudent
actions to ensure Company activities are in the best interests of shareholders. Our Audit Committee and Board
of Directors continue to monitor controls and processes to provide objective insight with regard to the financial
performance of the Company. Similar to prior years, no material weaknesses were noted at year-end 2006 regarding
internal controls over financial reporting.

Corporate governance continues to be a topic at the forefront of the industry and in boardrooms across the country.
Our Board implemented improvements in corporate governance in 2006, including Audit Committee training and the
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attendance and participation of a nationally recognized expert on corporate governance at our Board of Directors’
offsite retreat.

| would like to welcome the newest member of our IBERIABANK Corporation Board of Directors —James C. East. Jim
brings to our Board tremendous knowledge of Arkansas banking and the specialty businesses he helped develop at
Pulaski Investment Corporation, including mortgage, title insurance, and credit cards. Jim joins our Board as one of
our largest shareholders and an individual with great business acumen, experience, and local market expertise.

We are extremely pleased to have in place exceptional local market knowledge and the keen experience of local
advisory boards. We welcome several new members to our recently expanded Lafayette and New Orleans advisory
boards. Since the inception of the advisory boards five years ago, we have been privileged that such talented
business leaders have chosen to be affiliated with our organization and to play a role in our Company.

Our recent acquisitions provided an opportunity to form new advisory boards in Central Arkansas and Northeast
Arkansas. | welcome the charter members of these two advisory boards, many of whom emanated from the acquisi-
tions of Pulaski Investment Corporation and Pocahontas Bancorp, Inc. We are delighted to be affiliated with such a
fine group of local leaders.

We recognize that we earn the right to serve our shareholders. Your Board of Directors is grateful for the opportunity
to serve you. We appreciate the trust and support you have granted us.

Sincerely,

Y/ 98)7 7

William H. Fenstermaker
Chairman of the Board of Directors
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Paths Of Progress

IBERIABANK opened five signature branches (traditional brick and mortar)
and seven modular branches since late 2005. The distinctive architectural
style reflects our special approach to banking. The branch featured here
is located at 332 Settlers Trace in Lafayette, Louisiana.

In differentiation, not uniformity,
lies the path of progress.
- Louis Brandeis (1856-1941) United States Supréme Court Justice




Paths Of Progress

We believe 2006 was a very successful year for IBERIABANK Corporation, achieved during a period of significant
change and adversity. At times, our successes and investments in the future made during the year were considered
contrarian compared with many other financial institutions. While some of these actions were not met with universal
support when initially announced, we graciously accept the opinions of our various constituencies and recognize
we have much to learn from the wealth of knowledge of others. On the other hand, there are times when progress
requires taking the road less traveled. We believe we strike a balance of differentiated strategy, solid execution,
long-term shareholder focus, and continuous improvement. Our Company produced solid financial results in 2006
while continuing to make significant investments in future growth.

Many milestones were achieved during 2006. These milestones encompass all of our constituencies — clients,
communities, shareholders, associates, and regulators. We are grateful for the support each of these constituencies
provided during 2006, positioning us as the financial institution of choice for the markets we serve.

Most gratifying to us is the retention and acquisition of high-quality clients. During the year, many of our clients
affected by Hurricanes Katrina and Rita were able to rebuild their lives and businesses. As financial partners, we
were pleased to be able to assist them in their rebuilding efforts. As a result of our clients’ tenacious drive to rebuild
and prosper, recovery efforts and financial losses to our clients and IBERIABANK Corporation were minimized.
Given the fact that clients’ conditions were better than we forecasted and the stellar asset quality in the rest of our
franchise, we released $8.2 million in hurricane-related loan loss reserves during the year.

In 2006, we continued to focus on investing in our retail distribution system. Our branch expansion initiative
was conceived immediately after the passing of Hurricane Katrina in the third quarter of 2005. While many peer
institutions experienced internal paralysis during this period, we launched the largest branch expansion initiative in
our Company'’s history. We have since opened 12 new branch offices, seven of which are of high-quality modular
construction and five offices are traditional “brick-and-mortar” facilities. Offices opened were:

Mandeville — 3Q05

Broussard - 4Q05

Baton Rouge-Coursey Boulevard — 1Q06
Houma - 1Q06

New Orleans-Elmwood — 1Q06

LaPlace - 2Q06

Slidell - 3Q06

Prairieville — 3Q06

Monroe-Oliver Road — 3Q06
Lafayette-River Ranch — 4Q06
Covington — 1Q07

Baton Rouge-Highland Road — 1Q07

YY YVY VY
YYYVYYVYY
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These offices are located in some of the fastest growing communities in Louisiana. Due to the population migrations
emanating from the hurricanes, these are also some of the fastest growing communities in the region. We also own
exceptional properties in Metairie, Shreveport, and Baton Rouge for potential future expansion. As expected, we
have incurred significant near-term costs in the build-out, staffing, and training phase until these offices can ramp up
loan and deposit volumes. To help defray costs, we consolidated four other offices into existing offices during this
period as well. We are very excited about the prospects for these new branch locations.

Through the efforts of our associates, we expanded current relationships and added new clients during the year.
Total loan and deposit volumes each reached record levels in 2006. Total average loans increased $214.5 million,
or 12%, in 2006 compared to 2005. More telling, total loans at year-end 2006 were $315.5 million, or 16%,
greater compared to year-end 2005. Commercial and private banking loans accounted for most of the growth. We
surpassed the $2 billion milestone in loans and deposits during 2006.

Average Loans And Deposit Balances
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Total average deposits climbed $301.1 million, or 15%, in 2006 compared to 2005. This growth was led by a $52.8
million, or 19%, growth in noninterest bearing deposits and $108.3 million, or 23%, growth in money market/savings
deposits. On a period-end basis, total deposits climbed $179.6 million, or 8%, at year-end 2006 compared to
year-end 2005. Period-end deposit growth was more tempered due to the strong influx of hurricane-related deposits
in late 2005.

We surpassed the $3 billion asset milestone for the first time during 2006. We completed our acquisition of Pulaski
Investment Corporation (“Pulaski”) based in Little Rock, Arkansas on January 31, 2007. The next day, we completed
the acquisition of Pocahontas Bancorp, Inc. (“Pocahontas”) based in Jonesboro, Arkansas. On a pro forma basis
assuming the acquisitions had been completed at December 31, 2006, our total assets would have been $4.5
billion, total loans would have exceeded $3 billion and deposits would have been $3.4 billion.

Period-End Loans, Deposits, And Assets

$5.0

$4.5 S5
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$4.0 M Deposits
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$3.0 $29 $30

$2.5 $2.4

S In Billions

$2.2 $2.2

$2.0 $1.9
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$0.5

S0

2000 2001 2002 2003 2004 2005 2006 Pro

Forma

In 2006, we reported record revenues of $188.7 million and net income of $35.7 million. These results were
achieved despite the negative pre-tax impact of $6.2 million associated with a few balance sheet realignments in
2006. During the year, we recorded losses on the sale of investment securities totaling $4.1 million and a $1.1
million loss recognized upon the contract to sell $30.4 million of low-yielding mortgage loans. These investment and
loan portfolio realignments, along with a $1.0 million expense recorded in the pay-off of $11.4 million in high-cost
Federal Home Loan Bank debt, were completed to better position the Company in the challenging interest rate
environment. These actions are expected to provide favorable revenues and earnings in future periods.
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Annual Net Income Fully diluted earnings per share (“EPS”) in

ﬂ«sna 2006 totaled $3.57 per share, an increase
$35.0 e e 2005 $320 of $1.33 per share or 59%, compared to
One-Time Merger Costs
$30.0 ;Reported Net Igncome ’ $21.3 2005
$236
$25.0 - . . .
$18.5 S04 Like the advance guard in explorations,
$20.0 ) ) )
T - investors prefer having scouting reports and

§15.0 onthe-ground intelligence. In each year since

2000, we have provided to the investment
community projected EPS comfort ranges,
contrary to many companies which elected to

Annual Net Income ($ Millions, After-Tax)

2000 2001 2002 2003 2004 2005 2006 no longer supply such insight. On November

22, 2005, we provided the investment

Annual Fully-Diluted Earnings Per Share community initial comfort ranges regarding

2006 EPS. As in the past, this guidance

$4.00 B One.Time Hurricane ﬁo—sm excluded the impact of onetime merger

$3.50 2 oo Time Woorges Gonts $3.29 related costs and changes in accounting

’ [IReported EPS $3.01 . . .

s300 $2.74 treatments. We historically believed these

242 adjustments were appropriate to improve

$2.50 . comparability between periods. The initial
s1j0 S189 §0.06

$2.00 range of $3.54 to $3.64 per share was
communicated on November 22, 2005, and
later refined to $3.57 to $3.62 per share
on October 17, 2006. On this basis, we
reported $3.59 EPS in 2006, well within

the guidance range provided throughout the

$2.24 $3.57

Annual Fully Diluted EPS ($ Per Share)

2004 2005

2000

2001 2002 2003

period.

EPS Results On Guidance-Basis Shareholders received benefits during

2006 as well. We raised the quarterly cash

dividend twice during 2006, reaching $0.32
W Stated Comfort Range i ' per share in each of the last two quarters of
the year. Shareholders received total annual
cash dividends of $1.22 per share during
the year, or a 22% increase compared to
2005. We have raised our cash dividend
every year since our initial public offering
was completed in 1995.

$ Per Fully Diluted Share

2000 2001 2002 2003 2004 2005 2006

Excludes One-Time Merger Related Costs And Changes In Accounting Treatment
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The price of our common stock reached record levels during 2006. Our stock price ended 2006 at $59.05, up nearly
16% compared to $51.01 per share at year-end 2005. The total return to shareholders for the year 2006 was 18%,
assuming reinvestment of dividends into IBERIABANK Corporation common stock. Between year-end 1999 and March
2, 2007, total annualized return to shareholders was 28%, well above peers.

IBERIABANK Corporation Stock Price
Since Year-End 1999

—4—IBKC
-8 DJIA

S&P 500 Index
—— Nasdaq Banks Index
—*%—KBW Banks Index
---Russell 2000 Index

100)

Stock Price Index (12/31/99

Source: Bloomberg and IBERIABANK Corporation

Compounded Annual Total Return To Shareholders Compared To Peers
Since Year-End 1999

Median = 13%

10%

5%

Compounded Annual Return To
Shareholders (Since 12/31/99)
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Southeastern U.S. BHCs
Source: Bloomberg and IBERIABANK Corporation

The strong earnings and moderate dividend payout ratio resulted in improved regulatory capital ratios. Capital at
year-end 2006 was augmented further by the issuance of $S15 million in trust preferred securities in October 2006 and
a common equity private placement of $30 million in November 2006. The purpose of the capital raised in these two
transactions was to fund a portion of the consideration in the acquisition of Pulaski on January 31, 2007.
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The Changing Landscape

Louisiana is the second largest producer of natural gas and fifth largest
producer of crude oil in the United States.

Life is short, art is long, opportunity fleeting,
experience treacherous, judgment difficult,
- Hippocrates (460BC — 370 BC) Greek physician




The Changing Landscape

While we are pleased with our path of progress over the last year, we faced many challenges along the way. Our
adaptive nature, opportunistic focus, long-term orientation, and decisive bias differentiate our Company from other
financial institutions. We believe we are uniquely positioned to succeed.

Our Louisiana markets continue to perform well economically. The greater Baton Rouge and New Orleans markets were
two of very few large markets in the nation that experienced continued strong housing demand and prices as the year
progressed. Similarly, Houma and Lafayette have held up well. Tight housing supplies during 2006 were driven by the
reconstruction efforts associated with the hurricanes in south Louisiana and resettlement of the population into other
communities in Louisiana. Arkansas and Tennessee have also fared better than many other states in the region.

Index Of Existing Home Sales (1Q98 = 100%)

220%
210%
200%
190%
180%
170%
160%
150%
140%
130%
120%

Quarterly Existing Home Sales Index
(1098 = 100%)

Source:

Construction And Land Development Loans
As % Total Loans Compared To Peers

0% 119/30/04

35% H9/30/06

30%
25%
20% Median = 19%
15%

10%
. B 2.8%
5% | /

Construction And Land Development
Loans/Total Loans (%)

0%

14 Charting New Territory

Arkansas

Tennesse

Louisiana

Bloomberg and IBERIABANK Corporation

s P S FAF LS
@ LT =L &L S & =& O
N ERNNE EREE

Source: SNL Financial and IBERIABANK Corporation




Historically, we have not placed significant resources on construction and land development lending activities. At the
time, we had limited expertise and perceived that potential risk existed in that business with the softening of the housing
market. After the hurricanes passed, this situation changed. Housing demand for rebuilding, population relocation,
and the changing focus of some Louisiana competitors were catalysts for our directional change. We recruited an
exceptionally talented and seasoned construction and mortgage origination team. Unlike in many other parts of the
country, we believe tremendous opportunity exists to expand this business in our markets with a favorable risk/return
proposition. In addition, unlike many of our peers, our construction and land development portfolio exposure remains
extremely small.

Natural Gas Prices Louisiana is the second largest producer
of natural gas and the fifth largest
producer of crude oil in the United States.
Louisiana is also home to many service
businesses that supply and support
offshore energy exploration and recovery
efforts. As a result, elevated energy
prices during 2006 provided direct and

$ Price Per MCF (Henry Hub)

indirect economic lifts to various markets

in Louisiana.  Even though Louisiana
benefits from the energy sector, the state

§55ddIEFSSISEIeeee
ét ;‘” Qw“ $ ;‘”Qé' $ ngaas’ vé v"?o’? ét ;?' Qé' q:_i' é"aa? has improved diversification away from the
state’s historical economic dependence
Source: Bloomberg  on the energy sector that existed in the
mid-1980s.
Crude Oil Prices The interest rate environment was very

uncooperative to the commercial bank
sector in 2006. The stability of long-term
interest rates in concert with continuous
shortterm rate increases by the Federal
Reserve Open Market Committee resulted
in a flat, and more recently, inverted term
structure of interest rates (“yield curve”).
Margins and earnings became pressured
under the scenario that the industry
faced in 2006. Our tax-equivalent net
interest margin declined 12 basis points
Source: Bloomberg 10 3.42% in 2006 compared to 3.54% in
2005. Offsetting the decline in margin
was a $278.9 million, or 11%, increase in

$ Price Per Barrel (WTI Cushing)

average earning assets in 2006 compared
to 2005 and very favorable asset quality
performance.
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Asset quality improved progressively in
2006. Total nonperforming assets (“NPAs”)
declined by $1.0 million, or 17%, during
the year to end 2006 at $5.0 million.
As a percentage of total assets, NPAs
declined from 0.21% to 0.16% over this
period.
NPAs remained high by historical and peer
averages at nearly 600%. We reported net
charge-offs of only $357,000 for the entire
year of 2006, compared to an average
loan portfolio balance of over $2 billion.
Exceptional asset quality is driven by sound
underwriting, careful monitoring and curing
deficient situations, and working with our

Loan loss reserve coverage of

clients to assist them in their financial
responsibilities. In other words, methodical
processes, favorable economic conditions,
talented associates, and high-quality clients
are the keys to success.
pleased with the credit quality performance
of our Company in 2006.

We are very

Our markets are blessed with extremely large
competitors whose focus and attention are
inmany other places. Strategically, we arein
a very favorable position. In some markets
where we have our strongest presence
(Lafayette, Monroe, and Little Rock), the
competition is very fragmented, providing
our organization excellent opportunities
to expand via acquisitions with significant
cost savings. In many markets in which we
have a fairly small presence, the markets
are very concentrated with large, clumsy
competitors. We compete very effectively
in those markets by implementing “niche”
strategies that are very targeted and
efficient. We believe that with this approach
we possess the best of both worlds.

16  Charting New Territory

Measure Of Banking Market Concentration
Herfindahl-Hirschman Index (“HHI ") at June 30, 2006

Primary  6/30/06

Participant Fed-Defined Banking Market State HHI
Pulaski Memphis TN 3,009
Biloxi-Gulfport MS 2,910
Jackson MS 2,242
IBKC Iberia Parish LA 2,160
Mobile AL 2,131
Pascagoula MS 2,101
Texarkana AR 2,021
IBKC Baton Rouge LA 2,007
Lake Charles LA 2,006
IBKC Shreveport LA 1,927
Pulaski Fayetteville-Springdale-Rogers AR 1,864
Tupelo MS 1,848
Gulf Shores AL 1,832
Pocahontas Jonesboro AR 1,753
Montgomery AL 1,710
IBKC Houma-Thibodaux LA 1,695
IBKC New Orleans LA 1,653
Huntsville AL 1,631
Hattiesburg MS 1,619
Auburn-Opelika AL 1,603
IBKC Ruston LA 1,540
Birmingham AL 1,496
Chattanooga TN 1,467
Hot Springs AR 1,358
Hammond/Tangipahoa LA 1,356
Knoxville TN 1,350
Nashville TN 1,266
Ft. Smith AR 1,235
IBKC Monroe LA 1,157
Pocahontas Tulsa OK 991
Pulaski Little Rock AR 832
IBKC Lafayette LA 776
Springfield MO 739
Oklahoma City OK 570

Source: SNL Financial and IBERIABANK Corporation

Herfindahl-Hirschman Index (“HHI”) is a commonly accepted
measure of market concentration used by the Federal Reserve, U.S.
Department of Justice, and the Federal Trade Commission. The HHI
is calculated by squaring the market share of each firm competing in
the market and then summing the resulting numbers. An HHI between
1,000 and 1,800 points is indicative of a moderately concentrated and
in excess of 1,800 points is considered to be concentrated.

>_

Concentrated
Markets

Moderately
Concentrated




The Land Of Opportunity

The Arkansas River joins the Mississippi River in the state of Arkansas.

The Arkansas Creed

1 believe in Arkansas as a land of opportunity and promise.
1 believe in the rich heritage of Arkansas and I honor the men and women who created this heritage.

1 believe in the youth of Arkansas who will build our future.
1 am proud of my state.
1 will uphold its constitution, obey its laws, and work for the good of all its citizens.




The Land Of Opportunity

With the completion of the acquisitions of Pulaski and Pocahontas in early 2007, we gained superior client relationships,
exceptional talent, an excellent distribution system, and complementary business lines to our legacy operations. We
gained $1.3 billion in assets and approximately 700 associates serving clients through:

11 bank offices, four mortgage offices, and 12 title offices in Central Arkansas,

20 bank offices, one mortgage office, and one title office in Northeast Arkansas,

Three mortgage offices, four title offices, and one bank Loan Production Office in Northwest Arkansas,
Three title offices in Northern Arkansas,

Two bank offices, five mortgage offices, and one bank LPO in Memphis, Tennessee/Northern Mississippi,
One bank and two mortgage offices in the Tulsa area and Ardmore, Oklahoma,

Two mortgage offices in the St. Louis, Missouri area,

Four mortgage offices in the Dallas, Texas area, and

An internet credit card delivery platform system.

YYYYYYYYVYY

In addition, Pulaski brings to our combined organization a trust and investment management business, the largest title
insurance agency in Arkansas, a life and health insurance agency, and a superb credit card business. We believe the
complementary business opportunities are incredible.

Prior to Arkansas adopting the official nickname of “The Natural State” in 1995, the moniker was “The Land of
Opportunity.” Our new Arkansas franchise holds great promise for growth - organic and acquisition opportunity.
We also believe elements of the Arkansas franchise can be invaluable resources to help grow our legacy Louisiana
franchise.

As you read the historical interest sections of this annual report (pages 21-24), a rich history of interdependence
between Louisiana and Arkansas is revealed, with a pioneering and entrepreneurial spirit. You will learn how Arkansas
was explored and settled. You will read about the Louisiana Purchase, in which Louisiana, Arkansas, and Missouri
played critical roles. The Louisiana Purchase was not universally accepted when announced, but it forever changed
the destiny of this country and is today considered by many historians to be President Thomas Jefferson’s greatest
feat. You will read about the pioneers and surveyors who made settlement of the land possible. All of the vast grid-like
land settlements today west of the Mississippi River look to the “Initial Point” in Marvell, Arkansas as their origin.

Our Company’s “Initial Point” 120 years ago was New Iberia, Louisiana. This center of Cajun culture is where Iberia
Building & Loan began operations on March 12, 1887. Acadian refugees settled in the area beginning in 1765 (French
is still spoken by many inhabitants). As suggested by the community’s name, New Iberia has a significant Spanish
influence as well. In 1778, 16 families from Spain boarded ships sailing for New Orleans. In 1779, these Malaguenos
Spanish settlers trekked from New Orleans to settle and establish the community of New Iberia. An additional influx of
Acadians arrived in the period of 1785-1788. At the time of the Louisiana Purchase, Spanish and French population in
Louisiana outnumbered the American population by six times. The melting pot of French, Spanish, and English cultures
provides a rich diversity which is, in many ways, similar to the pioneering days in Louisiana, Arkansas, and Missouri.
Analogous to the Arkansas Creed, we are proud of our heritage and we believe our markets provide opportunity and
promise.

18  Charting New Territory



On the Horizon

The Rice Belt of the United States includes Arkansas, Louisiana, and
Mississippi. Arkansas is the nation’s leading producer, Louisiana ranks
third, and Mississippi is fourth. The largest rice miller and marketer in
the U.S. is Riceland Foods, Inc., which is headquartered in Stuttgart,
Arkansas. Riceland owns the largest rice milling complex in the U.S.,
located in Jonesboro, Arkansas.

In the fields of opportunity
it’s always plowing time.
- Unknown




On The Horizon

Our corporate culture emphasizes continuous improvement, so we are not accustomed to resting on past ac-
complishments. The year 2006 was no different as we continued to make significant improvements in many aspects
of our franchise. We successfully recruited exceptionally talented people to our organization throughout the year.
Our branch expansion initiative has improved our distribution system, but also has significant upfront costs that
were borne in 2006. During 2006, we commenced a significant investment in retail banking which focused on
improvements in facilities, training infrastructure, marketing, client service, product offerings, platform and teller
automation, and incentive programs. Improvements in our consumer and small business credit centers will better
assist our organization in the credit decision-making process.

IBERIABANK Corporation is an organization built on a foundation of solid underwriting and conservative operating
principles. We are a shareholder focused organization which believes decisions are better made close to the client.
Just as explorers used decentralized decision-making, guided by many years of experience, so do we. Explorers
tended to have few tools to assist them in their wilderness treks. The most valuable tools they possessed were their
compass, intuition, experience, and when available, a guide familiar with the sparsely populated, challenging terrain.
We believe we have the right tools and we have partnered with an excellent team of people who know the terrain well.
Together, we will blaze a trail for growth in the Land of Opportunity and the surrounding fertile region.

| S— — S— S— S— S NS — S— S— SS— SS— SS— S— S— SS— SS— S
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Arkansas And The Louisiana Territory

The earliest settlements in present-day Arkansas hark back to 9500 BC near the Mississippi River. Native
populations began to grow between 5000 and 4000 BC. The Plum Bayou people lived in east central Arkansas until
around 1050 AD when it was abandoned for unknown reasons. Artifacts and burial mounds have been discovered
in the areas where they settled.

Prominent Native American groups in Arkansas at the time of the arrival of the first European explorers were the
Parkin (1000 until 1550) and Nodena people (1350-1550). Both groups vanished shortly after Spain’s Hernando
de Soto expeditionary force passed through Arkansas in 1541. De Soto’s force spent the next two years exploring
Arkansas in search of gold, similar to the Aztecs 20 years earlier. On May 21, 1542, De Soto died in present-day
Lake Village, Arkansas and the force exited for Spain in 1543.

No other European explorers ventured into Arkansas for the next 130 years until Father Jacques Marquette and
Louis Joliet descended the Mississippi River to the mouth of the Arkansas River in 1673. At that time, they saw
almost no natives along the Mississippi River in Northeast Arkansas. The first large village they found was that
of the Quapaw Indians near the mouth of the Arkansas River. It is believed Arkansas derives its name from either
the Quapaw word “acansa,” which means downstream place or south wind in the Sioux Indian language, or the
“Akansea,” thought to be ancestors of the modern Quapaw.

In 1682, Rene-Robert caviler, Sieur de La Salle reached Arkansas on his way to the mouth of the Mississippi.
La Salle visited a Quapaw village and claimed the land in the name of King Louis XIV, naming the area “Louisiana.”
La Salle was killed in Texas a few years later and his younger brother continued to venture through southern

Arkansas, eventually stumbling upon Arkansas Post.

Henri de Tonti, La Salle’s longtime partner, founded Arkansas Post in Arkansas County in 1686, the first permanent
settlement in the lower Mississippi valley. The settlement continued as a home for Jesuit missions. Arkansas Post
was abandoned in 1721, reestablished 10 years later, and served as the capital of Arkansas until the capital was
officially established in Little Rock in 1821.

Pierre LeMoyne, Sieur d’Iberville established the French colony of Louisiana in 1699. The first permanent French
settlement in the Louisiana Territory was in Natchitoches, Louisiana in 1714, followed by New Orleans in 1718.
In 1719, Jean Benard de La Harpe explored the upper Red River and present-day Oklahoma between the Arkansas
and Red Rivers. Two years later La Harpe led a French expedition up the Arkansas River to what is present-day
Conway County, Arkansas.

Great Britain defeated France (and its ally Spain) in the French-Indian War, officially ending with the Treaty of
Paris in 1763. The French passed control of the Louisiana Territory to Spain, a year earlier to compensate Spain
for the loss of Florida to the British.

Annual Report 2006
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The Louisiana Purchase of 1803

In 1795, Pickney’s Treaty with Spain recognized American rights to navigate the entire Mississippi River and
permitted American merchants the “right of deposit” to store goods for export in New Orleans. In 1800, Spain
secretly agreed to return ownership of the Louisiana Territory back to France in the Treaty of San Ildefonso, but
formal papers were not signed until October 15, 1802 (given the secret nature of the treaty, Louisiana remained
publicly under Spanish control). Days after signing the treaty with France, Spain revoked the right of deposit for
all U.S. cargo, creating American public outrage and calls for war with Spain. As part of the secret treaty in 1800,

France agreed not to relinquish Louisiana to any third party (such as the U.S.).

Jefferson learned of the secret deal in 1801 and was concerned about French control in the region. Jefferson sent
Robert Livingston to Paris in an attempt to negotiate a purchase of New Orleans for $2 million, but the French
refused. Jefferson used Pierre Samuel du Pont de Nemours as a second backdoor negotiating effort in 1802, offering
the idea of a much larger Louisiana Purchase. Livingston and James Monroe attempted a third negotiating attempt
in Paris in 1803 to offer to purchase New Orleans for $10 million. By this time, Napoleon was facing a 40,000-man
defeat in present-day Haiti as a result of a slave revolt, a massive yellow fever outbreak crippled his troops, his troops
were too depleted to defend the vast Louisiana Territory, and preparations were being made for war with England on
the European continent (he was also incensed Spain delayed handing over possession of the Louisiana Territory). As
a result, Napoleon surprised American negotiators by offering to sell the entire Louisiana Territory for $15 million.
A treaty was negotiated and signed on May 2, 1803. Jefferson was made aware of the final treaty on July 3, 1803
and he announced it to the American people the next day, on the 27th anniversary of the country’s Declaration of

Independence.

The Louisiana Purchase essentially doubled the size of the country overnight, though the U.S. was already the
largest republic in the world prior to the Louisiana Purchase. In modern day terms, the land acquired equates to
about one-third of the continental U.S. The area encompassed 820,000 square miles, or 530,000,000 acres, with
a purchase price of $15 million (cost of about 3 cents per acre). The U.S. was to pay $11.25 million to France in
U.S. securities paying 6.00% interest for 15 years on a compounded basis (non-redeemable). The remaining $3.75
million was to be paid in gold, $2 million of which France was to use to settle claims brought by Americans whose
goods were confiscated by the French. In aggregate, the U.S. paid a total of $23.2 million in principal and interest.
France immediately sold the $11.25 million securities to the firms Baring Brothers of London and Hope & Company
of Amsterdam for about 87.5 cents on the dollar less accrued interest. France used the net proceeds to finance the

war against Baring’s own country.

The Federalists (primarily New Englanders) strongly opposed the purchase as they were concerned the U.S. paid a
large sum of money for what they considered to be a large worthless piece of property. They were also concerned
that further expansion west would tip the balance of U.S. power toward the agrarian settlers and away from the New
England merchants. A group of Federalists went as far as to plan a separate northern confederacy, offering Vice
President Aaron Burr the Presidency of the proposed country. Despite the opposition, the U.S. Senate ratified the
treaty on October 20, 1803 by a vote of 24-to-7.

France turned New Orleans over to the U.S. on November 29, 1803. On March 9-10, 1804, a formal “Three-Flag
Ceremony” was held in St. Louis to officially transfer ownership of the Louisiana Territory to the U.S. The ceremony
was held at the present-day site of the Gateway Arch.
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Pioneers And Surveyors

The tributaries of the Mississippi River were the stated boundaries in the Louisiana Purchase treaty. The eastern
boundary was the Mississippi River, the source of which was unknown at the time (now known as Lake Itasca,
Minnesota). France refused to specify the southern and western boundaries not wanting to anger Spain whose
boundaries would have been affected. The northern boundaries extended into present-day Canada (finalized in 1818).
The western boundaries ultimately were determined to be the Rocky Mountains after completion of the exploration
surveys. The southern boundaries were finalized in 1819. The vast majority of the land remained unsettled and
unexplored. It was estimated that the territory’s total population in 1803 was only 43,000. By 1810, the population
swelled to 97,000 (of which 17,000 were in New Orleans and 1,400 were in St. Louis).

The 1803 Treaty stipulated the U.S. must continue to honor treaties that Spain and France made with Native Americans
during periods those countries possessed the Louisiana Territory. Therefore, it was not the ownership of the land that
was purchased in the 1803 Treaty, but the rights to purchase the land from the Native American Indians that were
already occupying the land. It is believed the French never consulted any Native Americans prior to signing the 1803
Treaty. Ultimately, the actual price for the land purchased was much higher than the price paid to the French.

Jefferson commissioned four expeditions after the Louisiana Purchase.

1804-05 George Hunter and William Dunbar. They explored the Ouachita River and hot springs in Arkansas and
Louisiana. This expedition was considered to be the first scientific study of varied landscapes, animal and plant life

in southern Arkansas and Northern Louisiana.

1804-06 Meriwether Lewis and George Clark. In January 1803, Jefferson asked Congress to fund an expedition
across the Louisiana Territory and proceed to the Pacific regardless of who controlled it (negotiations in Paris began
a month later). The Lewis and Clark expedition started up the Missouri River and eventually reached the Rockies
and the Oregon country.

Zebulon Pike was sent to explore the Rocky Mountains, the southwestern areas and a few others. Thomas Freeman
and Peter Curtis were sent to explore the Red River.

Surveying the land was the next step after the explorations were completed. One of the most critical surveys was by
Prospect Robbins and Joseph Brown. In 1815, they established a spot at which all other land surveys in the Louisiana
Territory would originate. They first set up a permanent north-south line known as the Fifth Principal Meridian. It
crossed with an east-west line known as the Baseline at a point called the “Initial Point.” They set the Initial Point
by marking two sets of gum trees known today as the “Witness Trees” near present-day Marvell in Phillips County,
Arkansas. Using a compass and chain, they marked every half mile through the wilderness. Robbins surveyed north
up the Meridian, while Brown surveyed as far west along the Baseline to present-day Baseline Road in Little Rock.
To provide a sense of the magnitude of this surveying task, 21 years after the surveying commenced, Arkansas joined
the Union, but the survey was still not complete. Ultimately, these lines determined the grid formation for the rest
of the country.
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Arkansas Settlements

The population of Arkansas swelled exponentially in the early 1800s. Congress provided land grants to people
affected by the New Madrid Earthquake in 1811-12 and to veterans from the War of 1812, including 2 million acres
between the Arkansas and St. Francis Rivers. In addition, many settlers took advantage of federal preemption and

became squatters. By 1840, well over a majority of the families living in the State of Arkansas were squatters.

Population of Arkansas

Census #Growth % Growth
500 -- --
1,062 562 +112%

14,273 13,211 +1244%
52,240 37,967 +266%
97,974 45,734 +88%

209,987 112,013 +114%

435,450 225,463 +107%

Louisiana was granted statehood in 1812, so the Louisiana Territory was renamed the Missouri Territory. Missouri
was granted statehood in 1819, so the land between Louisiana and Missouri was renamed the Arkansas Territory.
The Arkansas Territory (present-day Arkansas and Oklahoma excluding the panhandle) had approximately 14,000
settlers at that time. In 1821, the capital was moved from Arkansas Post on the Mississippi River to Little Rock on
the Arkansas River (ultimately, this became the center of the State of Arkansas). Arkansas became the 25th state
in the Union on June 15, 1836 with approximately 60,000 citizens, the minimum number of citizens required to be
granted statehood.

Source: arkansasheritage.com
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Arkansas Tidbits

Geographic center of Arkansas is Pulaski, Arkansas (near Little Rock).

Diamonds were discovered in 1906 near Murfreesboro; the only diamond mine in the U.S.

Bauxite, which is used in the production of aluminum, was discovered in 1887. Mining began in 1899 and production peaked

around 1918. Arkansas supplies 96% of the nation’s domestic bauxite.

The start of the Texas Revolution of 1836 was planned by Sam Houston and friends at the Old Tavern in Washington, Arkansas.

This was also the town where the original Bowie knife was made for Colonel James Bowie in 1830 by James Black, a blacksmith.

The first Post Office in Arkansas was in Davidsonville, near Pocahontas, in 1817.

The Flood of 1927 flooded one-fifth of the state of Arkansas.

Oil was discovered in 1921 near El Dorado, triggering an oil boom. By 1924, Arkansas was fourth in the nation in oil production.

The Fayetteville Shale, covering north and central portions of Arkansas, has shown great promise for future energy supplies.

Arkansas is the only state in the union with an official pronunciation. In 1881, the Arkansas General Assembly decreed the spelling

of the state would be “Arkansas,” but the pronunciation would be “ARKansaw.”

Target Markets

Little Rock
> Moody’s Investment Service named Little Rock the second

most diverse economy In America

>  Forbes magazine ranked Little Rock 22nd out of 200
Metropolitan areas on its list of the 2006 best places
in America for business and careers
>  Expansion Management magazine named Little Rock among
America’s 50 hottest cities of 2005 for business expansion
> Headquarters to Alltel, Acxiom, Dillard’s, Stephens Inc. —
one of the largest investment firms off Wall Street — and
Nuvell Financial Services, a Wholly-Owned Subsidiary of GMAC
Northeast Arkansas
> Jonesboro, Arkansas’ fastest growing city of almost 60,000,
is the 5th largest city in Arkansas and the 2nd largest in square
miles.
> Jonesboro’s industrial community includes plants of major U.S.

firms, such as

o Nestlé o Riceland Foods

o ConAgra o International Paper

o Frito-Lay o Thomas & Betts

o Hytrol o Great Dane Trailers and Quebecor World

o Post Cereals

> Jonesboro MSA recently was recognized as 7th
strongest in the nation for manufacturing.

> Home to Arkansas State University

Northwest Arkansas:

> Population of over 350,000

> The sixth fastest-growing region in America

> Population increased 47% during the 1990s

> 60% employment growth in the last decade

> Unemployment rate among the lowest in the U.S.

Memphis

> The largest city in the state of Tennessee

> 17th largest city in the nation

> 2nd largest City in the Southeast

> $2.3 billion tourism industry — 3rd largest casino cluster
in the nation

> Headquarters to FedEx Corporation, AutoZone Inc., and
Fred’s Stores (one of five fastest growing chain-stores
by Forbes Magazine)

> Ranked 16th of “50 Hottest Cities” in 2005 for relocating

or expanding companies (Expansion Management magazine)
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Crescent City New Orleans Connection bridge over the Mississippi River
ranks as the fifth most traveled toll bridge in the United States, with the

annual traffic volume exceeding 63 million.

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.




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

The following discussion and analysis is intended to assist readers in understanding the consolidated financial
condition and results of operations 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 as of
December 31, 2005 and 2006 and for the years ended December 31, 2004 through 2006. This discussion should be
read in conjunction with the audited consolidated financial statements, accompanying footnotes and supplemental
financial data included herein.

Through the Bank, the Company offers commercial and retail products and services to customers throughout the
state of Louisiana, including New Orleans, Baton Rouge, Shreveport, Northeast Louisiana, LaPlace, Houma, and the
Acadiana and Northshore regions of Louisiana.

OVERVIEW

The Company’s net income for 2006 totaled $35.7 million, or $3.57 per share on a diluted basis. This is a 59.3%
increase compared to the $2.24 per share, or $22.0 million earned for 2005. 2005 net income was significantly
decreased by the impact of Hurricanes Katrina and Rita.

e Total assets at December 31, 2006 were $3.2 billion, up $350.5 million, or 12.3%, from $2.9 billion at
December 31, 2005. Strong commercial loan growth accounted for the majority of the increase. Shareholders’
equity increased $56.0 million, or 21.2%, from $263.6 million at December 31, 2005 to $319.6 million at
December 31, 2006.

e Total loans at December 31, 2006 were $2.2 billion, an increase of $315.5 million, or 16.4%, from $1.9 billion

at December 31, 2005. Commercial loans continue to be the primary driver of loan growth, climbing $288.3
million in 2006.

¢ Total customer deposits increased $179.6 million, or 8.0%, from $2.2 billion at December 31, 2005 to $2.4
billion at December 31, 2006. This growth was split between certificates of deposit, NOW accounts and savings
and money market accounts.

* Net interest income for the year increased $6.7 million, or 7.9%, in 2006 versus 2005. This increase is largely
attributable to a $60.0 million increase in average net earning assets. The corresponding net interest margin
ratio on a tax-equivalent basis declined 12 basis points to 3.42% from 3.54% for the years ended December 31,

2006 and 2005, respectively, due to the re-pricing of the Company’s assets and liabilities and rate competition
across markets.

e Noninterest income decreased $2.7 million, or 10.3%, for 2006 as compared to 2005. The decrease was
primarily driven by losses taken during the year on the sale of a portion of the Company’s investment and

mortgage loan portfolios. These losses were partially offset by increases in broker commissions, ATM/debit
card fees and net cash settlements on swaps.

e Noninterest expense increased by $8.7 million, or 13.5%, for 2006 as compared to 2005. The largest
components of the increase were higher compensation expense as a result of additional staff related to the
Company’s branch expansion initiative and strategic hires, higher occupancy and equipment costs due to the
Company’s expansion, and merger-related expenses associated with the Company’s announced acquisitions of
two Arkansas franchises. Noninterest expense in 2006 also includes a $1.0 million loss recorded on the early
retirement of a portion of the Company’s long-term Federal Home Loan Bank (FHLB) advances.
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e The Company experienced exceptional credit quality in 2006. Net charge-offs for 2006 were $357,000, or
0.02%, of average loans on an annualized basis, compared to $3.6 million, or 0.20%, a year earlier. The
Company incurred $1.1 million in net charge-offs associated with Hurricane Katrina in 2005. As a result of
improvements in Hurricanes Katrina and Rita-related credits and improving credit quality statistics, the
Company recorded a negative provision for possible loan losses of $7.8 million during 2006, compared to a
provision of $17.1 million in 2005. Of the $17.1 million provision in 2005, $14.4 million related to credits
impacted by Hurricanes Katrina and Rita. As of December 31, 2006, the allowance for loan losses as a percent
of total loans was 1.34%, compared to 1.98% at December 31, 2005. The coverage of nonperforming assets by
the allowance for loan losses was 5.96 times at the end of 2006, as compared to 6.31 times at December 31,
2005.

e In September 20035, the Company announced a significant branch expansion initiative in response to client needs
and opportunities presented by Hurricanes Katrina and Rita. Based on the expansion initiative, the Company
planned to open twelve new banking facilities in existing markets and other Louisiana locations not previously
served by the Company. Since announcing the initiative, the Company has opened ten new branches. Two
branches were opened in the fourth quarter of 2005 and eight were opened during 2006. The estimated net
after-tax cost of the branch expansion on diluted EPS was $0.19 for 2006 and $0.01 in 2005. The remaining two
branches were opened in the first quarter of 2007.

o In July and August 2006, the Company announced merger agreements with Pocahontas Bancorp, Inc. and
Pulaski Investment Corporation, respectively. These mergers were completed in the first quarter of 2007.

¢ During 2006, the Company paid cash dividends totaling $1.18 per common share, a 25% increase compared to
2005.

o 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 August 15, 2005 to shareholders of record as of August 1, 2005. As a
result of the stock split, shareholders received one additional share for every four shares held. All share and per
share amounts have been restated to reflect the stock split.

The Company’s focus is that of a high performing institution. Management believes that improvement in core
earnings drives shareholder value and has adopted a mission statement that is designed to provide guidance for
management, our associates and Board of Directors regarding the sense of purpose and direction of the Company.
We are very shareholder and client focused, expect high performance from our associates, believe in a strong sense
of community and strive to make the Company a great place to work. Earnings guidance, based on expectations of
the Company, is provided during the year through press releases, which are available on our website at
www.iberiabank.com. Such releases are also disclosed through Form 8-K current event filings with the Securities
and Exchange Commission (“SEC”) at www.sec.gov.

APPLICATION OF CRITICAL ACCOUNTING POLICIES

In preparing financial reports, management is required to apply significant judgment to various accounting, reporting
and disclosure matters. Management must use assumptions 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 and
assumptions most significant to the Company relate primarily to the allowance for loan losses, valuation of goodwill,
intangible assets and other purchase accounting adjustments and share based compensation. These significant
estimates and assumptions are summarized in the following discussion and are further analyzed in the footnotes to
the consolidated financial statements.

Allowance for Loan Losses
The determination of the allowance for loan losses, which represents management’s estimate of probable losses
inherent in the Company’s credit portfolio, involves a high degree of judgment and complexity. The Company's
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policy is to establish reserves for estimated losses on delinquent and other problem loans when it is determined that
losses are expected to be incurred on such loans. Management's determination 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 1 to the Consolidated Financial Statements.

Valuation of Goodwill, Intangible Assets and Other Purchase Accounting Adjustments

The Company accounts for acquisitions in accordance with Statement of Financial Accounting Standards (“SFAS”)
No. 141, “Business Combinations,” which requires the use of the purchase method of accounting. For purchase
acquisitions, the Company is required to record the assets acquired, 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 techniques. The
determination of the useful lives of intangible assets is subjective as is the appropriate amortization period for such
intangible assets. In addition, purchase acquisitions typically result in recording goodwill. The Company performs a
goodwill valuation at least annually. Impairment testing of goodwill is a two step process that first compares the fair
value of goodwill with its carrying amount, and second measures impairment loss by comparing the implied fair
value of goodwill with the carrying amount of that goodwill. Based on management’s goodwill impairment tests,
there was no impairment of goodwill at December 31, 2005 or 2006. For additional information on goodwill and
intangible assets, see Note 7 to the Consolidated Financial Statements.

Share-based Compensation

Prior to January 1, 2006, the Company accounted for its stock option plans under the intrinsic value method of
Accounting Principles Board (APB) Opinion No. 25, Accounting for Stock Issued to Employees. In accordance with
APB Opinion No. 25, compensation expense relating to stock options had not been reflected in net income as the
exercise price of the stock options granted equaled or exceeded the market value of the underlying common stock at
the date of grant. SFAS No. 123 required management to 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.

In December 2004, the Financial Accounting Standards Board (FASB) issued SFAS No. 123(R), Share-Based
Payment. SFAS No. 123(R) revises SFAS No. 123 and calls for companies to expense the fair value of employee

stock options and other forms of share-based compensation. The Company adopted SFAS No. 123(R) as of January
1, 2006.

SFAS No. 123(R) requires companies to (1) use fair value to measure share-based compensation awards and (2)
cease using the “intrinsic value” method of accounting. Under SFAS No. 123(R), the fair value of a share-based
compensation award is recognized over the employee’s service period.

Management utilizes the Black-Scholes option valuation model to estimate the fair value of stock options. The
option valuation model requires the input of highly subjective assumptions, including the expected stock price
volatility. These subjective input assumptions materially affect the fair value estimate.

On December 30, 2005, 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 acceleration, the Company recorded

$470,000 of compensation expense in 2005.

For additional discussion of the Company’s stock options plans, sees Notes 1 and 15 to the Consolidated Financial
Statements.
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ACQUISITION ACTIVITIES

The Company has been an active acquirer over the past four years. From 2003 through 2006, the Company
completed the following acquisitions:

Acadiana Bancshares, Inc. - February 28, 2003

The Company completed its acquisition of Acadiana Bancshares, Inc., in exchange for 1,227,276 shares of the
Company’s common stock valued at $38.6 million and $9.8 million in cash. The transaction resulted in $24.1
million of goodwill, $4.0 million of core deposit intangibles and $313,000 of other intangibles. At acquisition,

Acadiana Bancshares had total assets of $303 million, including loans of $189 million, and deposits were $207
million.

Alliance Bank of Baton Rouge - February 29, 2004

The Company completed its acquisition of Alliance Bank of Baton Rouge in exchange for 359,106 shares of the
Company’s common stock valued at $15.5 million. The transaction resulted in $5.2 million of goodwill and $1.2
million of core deposit intangibles. At acquisition, Alliance had total assets of $72 million, including loans of $54
million, and deposits were $62 million.

American Horizons Bancorp, Inc. - January 31, 2005

The Company completed its acquisition of American Horizons Bancorp, Inc. in exchange for 990,435 shares of the
Company’s common stock valued at $47,744,000 and $653,000 in cash. The transaction resulted in $28.5 million
of goodwill and $5.0 million of core deposit intangibles. At acquisition, American Horizons had total assets of $252
million, including loans of $202 million, and deposits were $193 million.

Pending Acquisitions

On July 27, 2006, the Company announced the signing of a definitive merger agreement to acquire Pocahontas
Bancorp, Inc. (“Pocahontas™), the holding company for First Community Bank of Jonesboro, Arkansas. The
transaction was completed after the close of business on February 1, 2007. The acquisition extends the Company’s
presence into Northeast Arkansas. Pocahontas shareholders received 1,287,793 shares of the Company’s common
stock as a result of the transaction. The transaction had a total value of $75 million. At December 31, 2006, total

assets of Pocahontas were approximately $723 million, including loans of $423 million and total deposits were $575
million.

On August 9, 2006, the Company announced the signing of a definitive merger agreement to acquire Pulaski
Investment Corporation (“Pulaski”), the holding company for Pulaski Bank and Trust of Little Rock, Arkansas. The
transaction was completed after the close of business on January 31, 2007. The acquisition extends the Company’s
presence into central Arkansas and other states through its mortgage subsidiary, Pulaski Mortgage Company. Pulaski
shareholders received 1,133,064 shares of the Company’s common stock and cash of $65.0 million as a result of the
transaction. The transaction had a total value of approximately $131 million. At December 31, 2006, total assets of
Pulaski were approximately $500 million, including loans of $355 million and total deposits were $423 million.

For more information on the Company’s acquisitions, see Note 2 to the Consolidated Financial Statements.

FINANCIAL CONDITION

Earning Assets

Earning assets are composed of interest or dividend-bearing assets, including loans, securities, short-term
investments and loans held for sale. Interest income associated with earning assets is the Company’s primary source
of income. Earning assets averaged $2.8 billion during 2006, a $278.8 million, or 11.3%, increase compared to $2.5
billion during 2005. The increase is primarily the result of strong commercial loan growth.



The year-end mix of earning assets shown in the following chart reflects the mix between investment securities and
the major loan groups.

2006 Year-End Earning Assets

Investment
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Loans and Leases — The loan porifolio increased $315.5 million, or 16.4%, to $2.2 billion at December 31, 2006,

compared to $1.9 billion at December 31, 2005. Commercial loan growth accounted for $288.3 million of the
increase.

The Company’s loan to deposit ratio at December 31, 2006 and December 31, 2005 was 92.2% and 85.5%,
respectively. The percentage of fixed rate loans to total loans increased from 70% at the end of 2005 to 72% as of

December 31, 2006. The following table sets forth the composition of the Company’s loan portfolio as of December
31 for the years indicated.

TABLE 1 - LOAN PORTFOLIO COMPOSITION

December 31,
(dollars in thousands) 2006 2005 2004 2003 2002
Commercial loans:
Real estate $ 750,051 34% $ 545.868 29% $419.427 25% $ 352,031 25% $ 254,688 25%
Business 461,048 21 376,966 19 307,614 19 201,020 14 159,339 15
Total commercial loans 1.211,099 55 922.834 48 727,041 44 553,051 39 414,027 40
Mortgage loans:
Residential 1-4 family 431,585 19 430,111 22 387,079 23 338,965 24 207,130 20
Construction 45,285 2 30,611 2 33,031 2 50,295 4 16,470 1
Total mortgage loans 476,870 21 460,722 24 420,110 25 389.260 28 223,600 21
Loans to individuals:
Indirect automobile 228,301 10 229,646 12 222,480 14 229,636 16 219,280 21
Home equity 233,885 10 230,363 12 213.533 13 174,740 12 122,799 12
Other 83,847 4 74,951 4 67,462 4 65,662 5 64,786 6
Total consumer loans 546,033 24 534,960 28 503,475 31 470,038 33 406.865 39

Total loans receivable $2,234,002 100% $1.918,516 100% $1,650,626 100%  $1,412,349 100% $1,044,492 100%




Commercial Loans. Commercial real estate and commercial business loans generally have shorter repayment
periods and more frequent repricing opportunities than residential 1-4 family loans. Commercial loans increased
$288.3 million, or 31.2% during 2006. As illustrated in the table above, the Company’s focus has been on growing
its commercial loan portfolio. This focus continued in 2006 as commercial loans as a percentage of total loans
increased from 48.1% as of December 31, 2005 to 54.2% as of December 31, 2006.

The Company has increased its investment in commercial real estate loans from $545.9 million, or 28.5% of the total
loan portfolio, as of December 31, 2005, to $750.1 million, or 33.6% of the total loan portfolio, as of December 31,
2006. The vast majority of properties securing the Company's commercial real estate loans are located in the
Company’s market areas, and include owner-occupied, multi-family, strip shopping centers, professional office
buildings, small retail establishments and warehouses. The Company's underwriting standards generally provide for
loan terms of three to five years, with amortization schedules of no more than twenty years. Low loan-to-value ratios
are maintained and usually limited to no more than 80%. In addition, the Company obtains personal guarantees of
the principals as additional security for most commercial real estate loans.

As of December 31, 2006, the Company's commercial business loans amounted to $461.0 million, or 20.6% of the
Company's total loan portfolio. This represents an $84.1 million, or 22.3% increase from December 31, 2005. 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 to five years, with amortization schedules of no more than seven years.
The Company’s commercial business term loans are generally secured by equipment, machinery or other corporate
assets. The Company also provides for revolving lines of credit generally structured as advances upon perfected
security interests in accounts receivable and inventory. Revolving lines of credit generally have an annual maturity.
The Company obtains personal guarantees of the principals as additional security for most commercial business
loans.

Mortgage Loans. Residential 1-4 family loans comprise most of the Company's mortgage loans. The vast majority
of the Company's residential 1-4 family mortgage Ioan portfolio is secured by properties located in its market areas
and originated under terms and documentation which permit their 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 shorter durations and relatively lower servicing costs associated with loans of this size. The Company does
not originate or hold high loan to value, negative amortization, optional ARM, or other exotic mortgage loans in its
portfolio.

The Company continues to sell the majority of conforming mortgage loan originations in the secondary market and
recognize the associated fee income rather than assume the rate risk associated with these Jonger term assets. The
Company also releases the servicing of these loans. Total residential mortgage loans increased $16.1 million
compared to December 31, 2005. This growth is primarily related to credit extended to individuals in the Company’s
new branches. Growth in this portfolio was tempered by the transfer of $30.4 million in lower rate loans to the
mortgage loans held-for-sale portfolio during December 2006. At December 31, 2006, $393.8 million, or 82.6%, of
the Company's residential 1-4 family mortgage and construction loans were fixed rate loans and $83.1 million, or
17.4%, were adjustable rate loans.

Consumer Loans. The Company offers consumer loans in order to provide a full range of retail financial services to
its customers. The Company originates substantially all of such loans in its primary market area. At December 31,
2006, $546.0 million, or 24.4% of the Company's total loan portfolio, was comprised of consumer loans, compared
to $535.0 million, or 27.9% at the end of 2005. Total consumer loans increased $11.1 million compared to
December 31, 2005.

Home equity loans comprised the largest component of the Company's consumer loan portfolio at December 31,
2006. The balance of home equity loans increased $3.5 million, or 1.5% from $230.4 million at December 31, 2005
to $233.9 million at December 31, 2006.

Indirect automobile loans comprised the second largest component of the Company's consumer loan portfolio.
Independent automobile dealerships originate these loans and forward applications to Company personnel for



approval or denial. The Company relies on the dealerships, in part, for loan qualifying information. To that extent,
there is risk inherent in indirect automobile loans associated with fraud or negligence by the automobile dealership.
To limit this risk, an emphasis is placed on established dealerships that have demonstrated reputable behavior, both
within the communities we serve and through long-term relationships with the Company. The balance of indirect
automobile loans decreased slightly, from $229.6 million, or 12.0% of the Company's total loan portfolio to $228.3
million, or 10.2% at December 31, 2005 and 2006, respectively, as the Company retained its focus on prime, or low
risk, paper.

The remainder of the consumer loan portfolio at December 31, 2006 was composed of direct automobile loans,
credit card loans and other consumer loans. The Company’s direct automobile loans amounted to $24.2 million, or
1.1% of the Company's total loan portfolio. The Company's VISA and MasterCard credit card loans totaled $8.8
million, or 0.4% of the Company's total loan portfolio at such date. The Company's other personal consumer loans
amounted to $50.8 million, or 2.3% of the Company's total loan portfolio, at December 31, 2006.

Loan Maturities. The following table sets forth the scheduled contractual maturities of the Company’s loan
portfolio at December 31, 2006, unadjusted for scheduled principal reductions, prepayments or repricing
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 contractual
terms because of prepayments. As a result, scheduled contractual amortization of loans is not reflective of the
expected term of the Company’s loan portfolio. Of the loans with maturities greater than one year, approximately
85% of the value of these loans bears a fixed rate of interest.

TABLE 2 - LOAN MATURITIES BY TYPE

One Year One Through After
(dollars in thousands) Or Less Five Years Five Years Total
Commercial real estate $ 179.876 $ 420.394 $ 149,781 $ 750,051
Commercial business 224,074 137,482 99.492 461,048
Mortgage 15,668 28,651 432,551 476,870
Consumer 117.737 244,554 183,742 546,033
Total $ 537,355 $ 831,081 $ 865,566 $ 2,234,002

Asset Quality. Over time, the loan portfolio has transitioned to be more representative of a commercial bank.
Accordingly, there is the potential for a higher level of return for investors, but also 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 and
developed an internal loan review function. As a result of management’s enhancements to 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 has recognized and disclosed significant problem loans quickly and taken
prompt action in addressing material weaknesses in those credits. The Company will continue to monitor the risk
adjusted level 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 senior lending personnel, underwrites all
commercial business and commercial real estate loans. The Company provides centralized underwriting of all
residential mortgage, construction and consumer loans. Established loan origination procedures require appropriate
documentation including financial data and credit reports. For loans secured by real property, the Company

generally requires property appraisals, title insurance or a title opinion, hazard insurance and flood insurance, where
appropriate.

Loan payment performance is monitored and late charges are assessed on past due accounts. A centralized
department collects delinquent loans. Every effort is made to minimize any potential loss, including instituting legal
proceedings, as necessary. Commercial loans of the Company are periodically reviewed through a loan review
process. All other loans are also subject to loan 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 part of its efforts to improve commercial asset quality. In connection with examinations of insured
institutions, both federal and state examiners also have the authority to identify problem assets and, if appropriate,
classify them. There are three classifications for problem assets: "substandard,” "doubtful” and "loss." Substandard
assets have one or more defined weaknesses and are characterized by the distinct possibility that the insured
institution will sustain some loss if the deficiencies are not corrected. Doubtful assets have the weaknesses of
substandard assets with the additional characteristic that the weaknesses make collection or liquidation in full
questionable and there is a high probability of loss based on currently existing facts, conditions and values. An asset
classified as loss is not considered collectable and of such little value that continuance as an asset of the Company is
not warranted. Commercial loans with adverse classifications are reviewed by the Loan Committee of the Board of
Directors at least monthly. Loans are placed on nonaccrual status when, in the judgment of management, the
probability of collection of interest is deemed to be insufficient to warrant further accrual. When a loan is placed on
nonaccrual status, previously accrued but unpaid interest for the current year is deducted from interest income. Prior
year interest is charged-off to the allowance for loan losses.

At December 31, 2006, the Company had $10.7 million of assets classified as substandard, $921,000 of assets
classified as doubtful, and no assets classified as loss. At such date, the aggregate of the Company's classified assets
amounted to 0.36% of total assets. At December 31, 2005, 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-lieu of foreclosure is classified as other
real estate owned (“OREO”) until sold, and is carried at the balance of the loan at the time of acquisition or at
estimated fair value less estimated costs to sell, whichever is less.

Under Generally Accepted Accounting Principles, the Company is required to account for certain loan modifications
or restructurings as "troubled debt restructurings.” In general, the modification or restructuring of a debt constitutes
a troubled debt restructuring if the Company for economic or legal reasons related to the borrower's financial
difficulties grants a concession to the borrower that the Company would not otherwise consider under current market
conditions. Debt restructurings or loan modifications for a borrower do not necessarily always constitute troubled
debt restructurings, however, and troubled debt restructurings do not necessarily result in nonaccrual loans. The
Company had no troubled debt restructurings as of December 31, 2006.

Nonperforming loans, defined for these purposes as nonaccrual loans plus accruing loans past due 90 days or more,
totaled $3.0 million and $5.8 million at December 31, 2006 and 2005, respectively. The Company's OREQ, which
includes foreclosed property, amounted to $2.0 million and $257,000 at December 31, 2006 and 20035, respectively.
OREO increased $1.7 million as a result of the transfer of idle Company property previously included in bank
premises into OREQO. Nonperforming assets, which consist of nonperforming loans plus foreclosed property, were

$5.0 million, or 0.16% of total assets at December 31, 2006, compared to $6.0 million, or 0.21% of total assets at
December 31, 2005.

The Company has shown continuing improvement in asset quality despite significant loan growth over the past five
years. The following table sets forth the composition of the Company’s nonperforming assets, including accruing
loans past due 90 or more days, as of the dates indicated.



TABLE 3 - NONPERFORMING ASSETS AND TROUBLED DEBT RESTRUCTURINGS

December 31,
(dollars in thousands) 2006 2005 2004 2003 2002
Nonaccrual loans:
Commercial, financial and agricultural $ 745 $2,377 $1,936 $ 1,838 $1,693
Mortgage 353 384 735 552 334
Loans to individuals 1,603 2,012 1,784 1,512 1,230
Total nonaccrual loans 2,701 4,773 4,455 3,902 3,257
Accruing loans 90 days or more past due 310 1.003 1,209 1,220 1,086
Total nonperforming loans ) 3.011 5,776 5,664 5,122 4,343
Foreclosed property 2,008 257 492 2,134 2.267
Total nonperforming assets 5,019 6,033 6.156 7.256 6,610
Performing troubled debt restructurings - - - - -
Total nonperforming assets and
troubled debt restructurings $5019 $6,033 $6,156 $7256 $ 6,610
Nonperforming loans to total loans ‘V 0.13% 0.30% 0.34% 0.36% 0.42%
Nonperforming assets to total assets " 0.16% 0.21% 0.25% 0.34% 0.42%
Nonperforming assets and troubled
debt restructurings to total assets ") 0.16% 0.21% 0.25% 0.34% 0.42%

W Nonperforming loans and assets include accruing loans 90 days or more past due

Allowance For Loan Losses. Based on facts and circumstances available, management of the Company believes
that the allowance for loan losses was adequate at December 31, 2006 to cover any potential losses in the Company's
loan portfolio. However, future adjustments to this allowance may be necessary, and the Company's results of
operations could be adversely affected if circumstances differ substantially from the assumptions used by
management in determining the allowance for loan losses. Losses in the loan portfolio, net of recoveries, are
charged-off against the allowance and reduce the balance. Provisions for loan losses, which are charged against
income, increase the allowance.

Given the significant commercial loan growth experienced by the Company over the past five years, the Company
refined its loan loss methodology during 2006 to further reflect the transition in the loan portfolio from a savings
bank (i.e., mortgage/consumer loan focus) to a commercial bank (i.e., commercial loan focus). This refinement
resulted in more reserves being assigned to the commercial segment of the loan portfolio and previously unallocated
reserves being assigned to the portfolio segments.

The allowance consists of the general reserve, qualitative economic factors and specific market risk components.

The foundation of the allowance for the Company’s commercial segment is the credit risk rating of each relationship
within the portfolio. The credit risk of each borrower is assessed, and a risk grade is assigned to each. The portfolios
are further segmented by facility or collateral ratings. The dual risk grade for each loan is determined by the
relationship manager and other approving officers and changed from time to time to reflect an ongoing assessment of
the risk. Grades are reviewed on specific loans by senior management and as part of the Company’s internal loan
review process. The commercial loan loss allowance is determined for all pass-rated borrowers based upon the
borrower risk rating, the expected default probabilities of each rating category, and the outstanding loan balances by
risk grade. For borrowers rated special mention or below, the higher of the migration analysis and Company
established minimum reserve percentages apply. In addition, consideration is given to historical loss experience by
internal risk rating, current economic conditions, industry performance trends, geographic or borrower concentrations
within each portfolio segment, the current business strategy and credit process, loan underwriting criteria, loan
workout procedures, and other pertinent information.



Specific reserves are determined for impaired commercial loans individually based on management’s evaluation of
the borrower’s overall financial condition, resources, and payment record; the prospects for support from any
financially responsible guarantors; and the realizable value of any collateral. Reserves are established for these loans
based upon an estimate of probable losses for the individual loans deemed to be impaired. This estimate may
consider all available evidence including the present value of the expected future cash flows and the fair value of
collateral less disposal costs. Loans for which specific reserves are provided are excluded from the general reserve
calculations described above to prevent duplicate reserves.

The foundation for the general consumer allowance is a detailed review of the loan portfolios and the performance of
those portfolios. This review is accomplished by first segmenting the portfolio into homogenous pools. Residential
mortgage loans, direct consumer loans, consumer home equity, indirect consumer loans, credit card, and the business
banking portfolio each are considered separately. The historical performance of each of these pools is analyzed by
examining the level of charge-offs over a specific period of time. The historical average charge-off level for each
pool is updated annually and modified by a multiplier that represents the best judgment of management as to the
length of time between an event of default and the associated loss.

In addition to this base analysis, the consumer portfolios are also analyzed for specific risks within each segment.
The risk analysis considers the Company’s current strategy for each segment, the maturity of each segment,
expansion into new markets, the deployment of newly developed products and any other significant factors impacting
that segment. Current regional and national economic factors are an important dimension of the assessment and
impact each portfolio segment. The general economic factors are evaluated and adjusted quarterly.

Loan portfolios tied to acquisitions made during the year are incorporated into the Company’s allowance process. If
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 determination process. Generally, acquisitions have higher levels
of risk of loss based on differences in credit culture and portfolio management practices. During 2005, the Company
added $4.9 mullion to the allowance for loan losses as a result of the application of the Company’s allowance
methodology on the American Horizons’ loan portfolio.

Atypical events may result in the development of a specific allowance methodology designed to capture the default
and potential loss parameters caused by that event. Due to the unprecedented devastation caused by Hurricanes
Katrina and Rita in August and September 2005, respectively, the Company performed an extensive review of the
loan portfolios impacted by these storms. Immediately after each of these storms passed, the Company’s credit team
began intense analysis of affected portfolios, client flood and property and casualty insurance coverage, impacts on
sources of repayment and underlying collateral, and client payment probability. As a result of this analysis, the
Company recorded hurricane-related loan loss provisions of $12.8 million and $1.6 million in 2005 for Hurricanes
Katrina and Rita, respectively.

As a result of strong asset quality of the loan portfolio and improvements in outstanding credits in the hurricane-
affected areas, the Company recorded a negative loan loss provision of $7.8 million for the year ended December 31,
2006. All of the reserves established in 2005 for loans impacted by Hurricane Rita were reversed in 2006. Of the
initial reserve for credits potentially impacted by Hurricane Katrina, approximately $6.2 million remained and was
folded into the Company’s general loan loss reserves to account for the increased risk associated with the New
Orleans market. The New Orleans market concerns relate specifically to the rebuild effort, particularly the reduced

availability and increased costs of property insurance, as well as the decline in population within the New Orleans
metropolitan area.

The following table presents the allocation of the allowance for loan losses and the percentage of the total amount of
loans in each loan category listed as of the dates indicated.



TABLE 4 - ALLOCATION OF THE ALLOWANCE FOR LOAN LOSSES

December 31,

2006 2005 2004 2003 2002
Reserve % of Reserve % of Reserve % of Reserve % of Reserve % of
% Loans % Loans % Loans % Loans % Loans
Comumnercial, financial
and agricultural 1% 55% 50% 48% 55% 44% 51% 39% 48% 40%
Real estate - mortgage 4 19 14 22 5 23 5 24 4 20
Real estate — construction - 2 1 2 - 2 1 4 - 1
Loans to individuals 25 24 28 28 30 31 31 33 38 39
Unaliocated - - 7 - 10 - 12 - 10 -
T‘l’:]s:lslowa““ for loan 100%  100%  100%  100%  100% 100%  100%  100% 100%  100%

The allowance for loan losses amounted to $29.9 million, or 1.34% and 993.7%

of total

loans and total

nonperforming loans, respectively, at December 31, 2006 compared to 1.98% and 659.3%, respectively, at

December 31, 2005.

Additional information on the allowance process is provided in Note 1 to the Consolidated Financial Statements.

Net charge-offs for 2006 were $357,000, or 0.02% of total average loans, down from $3.6 million, or 0.20% in
2005. The decrease in net charge-offs is a result of increased recoveries throughout the year. In addition, the
Company recorded $1.1 million in charge-offs in 2005 as a result of Hurricane Katrina. The following table sets

forth the activity in the Company’s allowance for loan losses during the periods indicated.

TABLE 5 - SUMMARY OF ACTIVITY IN THE ALLOWANCE FOR LOAN LOSSES

Year Ended December 31,
(dollars in thousands) 2006 2005 2004 2003 2002
Allowance at beginning of period $ 38,082 $ 20,116 $ 18,230 $ 13,101 $ 11,117
Addition due to purchase transaction - 4,893 587 2,439 -
Adjustment for loans transferred to held for sale - (350) - - -
Provision charged (reversed) to operations (7,803) 17,069 4,041 6,300 6,197
Charge-offs:
Commercial, financial and agricultural 336 1,432 986 1,617 1,331
Mortgage 97 471 91 37 60
Loans to individuals 2,188 3,638 3,035 3,128 3,391
Total charge-offs 2.621 5,541 4,112 4,782 4,782
Recoveries:
Commercial, financial and agricultural 539 539 272 504 68
Mortgage 36 3 1 21 35
Loans to individuals 1,689 1,353 1.097 647 466
Total recoveries 2,264 1,895 1,370 1,172 569
Net charge-offs 357 3,646 2,742 3,610 4,213
Allowance at end of period $29,922 $ 38,082 $20,116 $ 18,230 $ 13,101
Allowance for loan losses to nonperforming assets 596.2% 631.2% 326.8% 251.2% 198.2%
Allowance for loan losses to total loans at end of period 1.34% 1.98% 1.22% 1.29% 1.25%
Net charge-offs to average loans 0.02% 0.20% 0.18% 0.28% 0.43%

@ Nonperforming assets include accruing loans 90 days or more past due



Investment Securities — The following table shows the carrying values of securities by category as of the dates
indicated.

TABLE 6 - CARRYING VALUE OF SECURITIES

December 31,
(dollars in thousands) 2006 2005 2004 2003 2002
Securities available for sale:
U.S. Government-
sponsored enterprise
obligations $ 169.805 29% $ 97,443 17% $ 53,236 9% $ 26,952 6% $ 5,157 2%
Obligations of state and
political subdivisions 40,654 7 39,731 7 48,379 9 48,250 10 25,907 7
Mortgage backed securities 348,373 60 406,321 71 425,318 75 350,871 73 255,640 69
Other securities - - - - - - 57 - 22,932 6
Total securities available
for sale 558,832 96 543,495 95 526,933 93 426,130 89 309,636 84
Securities held to maturity:
U.S. Government-
sponsored enterprise
obligations 8,063 1 8,075 2 13,088 2 13,101 3 10,000 3
Obligations of state and
political subdivisions 9.038 2 13.285 2 14,053 3 17,134 3 17,285
Mortgage backed securities 5,419 1 7.727 1 12.881 2 23,257 S 31,201
Total securities held to
maturity 22.520 4 29,087 5 40.022 7 53,492 11 58,486 16
Total securities $581.352  100% 572582 100%  $566.955 100%  $479.622  100%  $368122  100%

Investment securities increased by an aggregate of $8.8 million, or 1.5%, from $572.6 million at December 31, 2005
to $581.4 million at December 31, 2006. This increase was due to purchases of investment securities amounting to
$353.4 million, which was partially offset by $239.4 million from maturities, prepayments and calls, $109.3 million
from sales of investment securities, $272,000 from the amortization of premiums and accretion of discounts, and an
increase of $4.4 million in the market value of investment securities available for sale.

Funds generated as a result of sales and prepayments are used to fund loan growth and purchase other securities.
During 2006, the Company sold $109.3 million of investment securities and recorded a $4.1 million loss on these

sales. The securities sold had a weighted-average yield of 4.0% and were replaced with securities with a weighted-
average vield of 5.1%.

The Company continues to monitor market conditions and take advantage of market opportunities with appropriate
rate and risk return elements. Note 3 of the Consolidated Financial Statements provides further information on the
Company's investment securities.

Short-term Investments — Short-term investments result from excess funds that fluctuate daily depending on the
funding needs of the Company and are currently invested overnight in an interest-bearing deposit account at the
Federal Home Loan Bank (“FHLB”) of Dallas, the total balance of which earns interest at the current FHLB discount
rate. The balance in interest-bearing deposits at other institutions decreased $26.3 million, or 43.7%, from $60.1
million at December 31, 2005 to $33.9 million at December 31, 2006. The average rate on these funds during 2006
was 4.59%, compared to 3.20% during 2005.



Mortgage Loans Held for Sale — Loans held for sale increased $43.8 million, or 416.2%, to $54.3 million at
December 31, 2006 compared to $10.5 million at December 31, 2005. The increase in held for sale loans is
primarily a result of the movement of $30.4 million in lower yielding adjustable rate loans from the mortgage
portfolio in December 2006 as part of an agreement to sell those loans.

Loans held for sale have primarily been fixed rate single-family residential mortgage loans under contract to be sold
in the secondary market. In most cases, loans in this category are sold within thirty days. Buyers generally have
recourse to return a purchased loan to the Company under limited circumstances. Recourse conditions may include
early payment default, breach of representations or warranties, and documentation deficiencies. During 2006,

approximately 71% of total single-family mortgage originations of the Company were sold in the secondary market
as compared to 81% in 2005.

Other Assets — The following table details the changes in other asset balances at the dates indicated.

TABLE 7 - OTHER ASSETS COMPOSITION

December 31,

(dollars in thousands) 2006 2005 2004 2003 2002
Cash and due from banks $ 51,078 $ 66,697 $ 33,940 $49,273 $ 37,022
Premises and equipment 71,007 55,010 39,557 31,992 18,161
Goodwill 92,779 93,167 64,732 59,523 35,401
Bank-owned life insurance 46,705 44,620 37,640 29,623 21,540
Other 67,945 69.464 47,834 45,350 23,693
Total $329,514 $ 328,958 $ 223,703 $ 215,761 $ 135,817

The $15.6 million decrease in cash and due from banks is the result of loan fundings. Loan growth exceeded deposit
growth by $135.9 million in 2006.

The $16.0 million increase in premises and equipment was primarily the result of the land and building purchases

associated with the Company’s branch expansion initiative. The Company opened eight full service branches and
two loan production offices during 2006.

The $388,000 decrease in goodwill related to purchase accounting adjustments recorded on deferred tax assets
associated with the American Horizons acquisition.

The $2.1 million increase in bank-owned life insurance is a result of the increase in earnings on the policies owned.

Funding Sources

Deposits obtained from clients in its primary market areas are 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 interest rates and convenient branch office locations and service hours. Increasing core
deposits through the development of client relationships is 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 long-term borrowings, subordinated debt and shareholders' equity. The following discussion highlights the
major changes in the mix of deposits and other funding sources during 2006.

Deposits — The Company has been successful in raising deposits in the markets in which it has a presence and
believes the increase to be the result of several factors including increased economic activity in the region due to the
recovery from Hurricanes Katrina and Rita, higher deposit rates and new branch locations. The following table sets
forth the composition of the Company’s deposits at the dates indicated.



TABLE 8 - DEPOSIT COMPOSITION

December 31,
(dollars in thousands) 2006 2005 2004 2003 2002
Noninterest-bearing DDA $ 354,961 15% $ 350,065 15% $ 218859 12%  $ 189,786 12%  $ 159,005 13%
NOW accounts 628,541 26 575,379 26 532,584 30 449,938 28 281,825 23
Savings and money market 588.202 24 554,731 25 393,772 22 350,295 22 319,495 25
Certificates of deposit 850.878 35 762,781 34 628274 36 599,087 38 481.907 39
Total deposits $2.422.582 100% $2,242956 100%  $1,773,489 100%  $1,589,106 100%  $1,242,232 100%

Deposits at December 31, 2006 reflected an increase of $179.6 million, or 8.0%, to $2.4 billion as compared to $2.2
billion at December 31, 2005. Since the end of 2005, noninterest-bearing checking accounts increased $4.9 million,
or 1.4%, interest-bearing checking accounts increased $53.2 million, or 9.2%, savings and money market accounts
increased $33.5 million, or 6.0%, and certificate of deposit accounts increased $88.1 million, or 11.5%. At
December 31, 2006, $355.0 million, or 14.7%, of the Company's total deposits were noninterest-bearing, compared
to $350.1 million, or 15.6%, at December 31, 2005.

Certificates of deposit $100,000 and over increased $63.3 million, or 20.3%, from $311.5 million at December 31,
2005 to $374.8 miilion at December 31, 2006. The following table shows large-denomination certificates of deposit

by remaining maturities. Additional information regarding deposits is provided in Note 8 of the Consolidated
Financial Statements.

TABLE 9 - REMAINING MATURITY OF CDS $100,000 AND OVER

December 31,

(dollars in thousands) 2006 2005 2004

3 months or less $ 103,205 $ 87411 $ 53,355

Over 3 - 12 months 204,131 120,966 81,908

Over 12 - 36 months 56,069 90,681 72,126

More than 36 months 11,370 12,412 28,335
Total $ 374,775 $ 311,470 $ 235,724

Borrowings and Debt - Advances from the FHLB of Dallas may be obtained by the Company upon the security of
the common stock it owns in that bank and certain of its real estate loans and investment securities, provided certain
standards related to creditworthiness have been met. Such advances are made pursuant to several credit programs,
each of which has its own interest rate and range of maturities. The level of short-term borrowings can fluctuate
significantly on a daily basis depending on funding needs and the source of funds chosen to satisfy those needs.
Total short-term borrowings increased $133.8 million, or 194.3%, to $202.6 million at December 31, 2006
compared to $68.8 million at December 31, 2005. The additional borrowings were needed to help fund loan growth.
The Company’s short-term borrowings at December 31, 2006 were comprised of $100.0 million of advances from
the FHLB of Dallas and $102.6 million of securities sold under agreements to repurchase.

The average amount of short-term borrowings in 2006 was $116.2 million, compared to $143.1 million in 2005. The
weighted average rate on short-term borrowings was 4.25% at December 31, 2006, compared to 1.83% at December
31, 2005. For additional information regarding short-term borrowings, see Note 9 of the Consolidated Financial
Statements.

The Company’s long-term borrowings decreased $13.2 million, or 5.3%, to $237.0 million at December 31, 2006,

compared to $250.2 million at December 31, 2005. Late in the fourth quarter of 2006, the Company prepaid FHL.B
debt totaling $11.4 million and recorded a loss of $1.0 miilion as a result of prepayment penalties on the debt.
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The majority of the Company’s long-term borrowings, $129.3 million, were comprised of fixed-rate advances from
the FHLB of Dallas which cannot be paid off without incurring substantial prepayment penalties. Remaining FHLB
advances of $55.0 million consist of variable rate advances based on three-month LIBOR.

The Company’s remaining debt of $52.7 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 period the

Company is subject to certain restrictions, including being prohibited from declaring dividends to its common
shareholders.

During the fourth quarter, the Company issued an additional $15 million in trust preferred securities in order to
provide funding to complete the announced acquisition of Pulaski Investment Corporation. The following table

summarizes each outstanding issue of junior subordinated debt. For additional information, see Note 10 of the
Consolidated Financial Statements.

TABLE 10 - JUNIOR SUBORDINATED DEBT COMPOSITION

(dollars in thousands)

Date Issued Term Callable After® Interest Rate"™ Amount
November 2002 30 years 5 years LIBOR plus 3.25% $ 10,310
June 2003 30 years 5 years LIBOR plus 3.15% 10,310
March 2003 30 years 5 years LIBOR plus 3.15% 6,278
September 2004 30 years 5 years LIBOR plus 2.00% 10,310
October 2006 30 years 5 years LIBOR plus 1.60% 15,464
Balance, December 31, 2006 $52,672

D" Obtained via the American Horizons acquisition.
@ Subject to regulatory requirements.

) The interest rate on the Company’s junior subordinated debt is based on the 3-month LIBOR rate. At December 31, 2006, the
3-month LIBOR rate was 5.36%.

Shareholders' Equity — Shareholders' equity provides a source of permanent funding, allows for future growth and
provides the Company with a cushion to withstand unforeseen adverse developments. At December 31, 2006,
shareholders' equity totaled $319.6 million, an increase of $56.0 million, or 21.2%, compared to $263.6 million at
December 31, 2005. The following table details the changes in shareholders’ equity during 2006.

TABLE 11 - CHANGES IN SHAREHOLDERS’ EQUITY

(dollars in thousands)

Amount
Balance, December 31, 2005 $ 263,569
Common stock issued 28,460
Net income 35,695
Common stock earned from restricted stock vesting 2,913
Sale of treasury stock for stock options exercised 5.538
Cash dividends declared (11,152)
Repurchases of common stock placed into treasury (8.032)
Increase in other comprehensive income 2,323
Share based compensation cost 237
Balance, December 31, 2006 $ 319,551
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On April 20, 2005, the Company announced a new stock repurchase program authorizing the repurchase of up to
375,000 common shares. During the year ended December 31, 2006, the Company repurchased a total of 138,253
shares of its Common Stock under publicly announced stock repurchase programs leaving 17,050 shares remaining
for purchase under the plan announced on April 20, 2005. The following table details these purchases during 2006.

TABLE 12 - STOCK REPURCHASES

Number of Shares Maximum Number of
Number Average Purchased as Part of Shares that May Yet Be
of Shares Price Paid Publicly Announced Purchased Under
Period Purchased per Share Repurchase Plans Repurchase Plans
January 9,700 $54.89 9,700 145,603
February 8,719 $54.92 8,719 136,884
March 20,000 $55.47 20,000 116,884
May 69,834 $59.51 69,834 47,050
June 30,000 $58.54 30,000 17,050
Total 138,253 $58.10 138,253

No shares were repurchased during the months not presented in the table. No shares were repurchased during the
year ended December 31, 2006, other than through publicly announced plans.

RESULTS OF OPERATIONS

The Company reported net income of $35.7 million, $22.0 million and $27.3 million for the years ended December
31, 2006, 2005 and 2004, respectively. Earnings per share (“EPS”) on a diluted basis were $3.57 for 2006, $2.24 for
2005 and $3.01 for 2004. During 2006, interest income increased $30.0 million, interest expense increased $23.3
million, the provision for loan losses decreased $24.9 million, noninterest income decreased $2.7 million, noninterest
expense increased $8.7 million and income tax expense increased $6.5 million. Cash earnings, defined as net
income before the net of tax amortization of acquisition intangibles, amounted to $36.4 million, $22.8 million and
$27.9 million for the years ended December 31, 2006, 2005 and 2004, respectively. Included in operating results are
the results of operations of American Horizons from the acquisition date of January 31, 20035 and Alliance from the
acquisition date of February 28, 2004.

Net Interest Income — Net interest income is the difference between interest realized on earning assets and interest
paid on interest-bearing liabilities and is also the driver of core earnings. As such, it is subject to constant scrutiny by
management. The rate of return and relative risk associated with earning assets are weighed to determine the
appropriateness and mix of earning 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 yields earned on earning assets and the rates paid on interest-bearing liabilities, was 2.99%,
3.23% and 3.40% during the years ended December 31, 2006, 2005 and 2004, respectively. The Company’s net
interest margin on a taxable equivalent (TE) basis, which is net interest income (TE) as a percentage of average

earning assets, was 3.42%, 3.54% and 3.60% during the years ended December 31, 2006, 2005 and 2004,
respectively.

Net interest income increased $6.7 million, or 7.9%, in 2006 to $91.5 million compared to $84.8 million in 2005.
This increase was due to a $30.0 million, or 22.2%, increase in interest income, which was partially offset by a $23.3
million, or 46.2%, increase in interest expense. The improvement in net interest income was the result of increased
volumes and an improved mix of earning assets and deposits. In addition, interest income was affected in the third
quarter of 2006 when the Company recorded a pre-tax $1.4 million increase in commercial loan interest income
associated with the accelerated loan discount accretion of a formerly impaired credit originated by American
Horizons. Although earnings improved through increased net interest income, the related net interest spread and
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margin ratios compressed, driven in part by the rise in short-term interest rates and the associated repricing of the
Company’s assets and liabilities.

In 2005, net interest income increased $10.2 million, or 13.6%, to $84.8 million compared to $74.6 million in 2004.
This increase was due to a $26.7 million, or 24.6%, increase in interest income, which was partially offset by a $16.5
million, or 48.7%, increase in interest expense.

The Company will continue to monitor investment opportunities and weigh the associated risk/return. Volume
increases in earning assets and improvements in the mix of earning assets and interest-bearing liabilities are expected
to improve net interest income, but may negatively impact the net interest margin ratio. The Company has engaged
in interest rate swap transactions, which are a form of derivative financial instrument, to modify the net interest
sensitivity to levels deemed to be appropriate. Through this instrument, interest rate risk is managed by hedging with
an interest rate swap contract designed to pay fixed and receive floating interest. The interest rate swaps of the
Company were executed to modify net interest sensitivity to levels deemed appropriate.

Average loans made up 74.5% of average earning assets as of December 31, 2006 as compared to 74.3% at
December 31, 2005. Overall, average loans increased 11.7% in 2006. The increase in average loans was funded by
increased customer deposits and short-term borrowings. Average investment securities made up 23.0% of average
earning assets at December 31, 2006 compared to 23.2% at December 31, 2005. Average interest-bearing deposits
made up 84.9% of average interest-bearing liabilities at December 31, 2006 compared to 82.0% at December 31,
2005. Average borrowings made up 15.1% of average interest-bearing liabilities at December 31, 2006 compared
to 18.0% at December 31, 2005. Tables 13 and 14 further display the changes in net interest income.

The following table sets forth, for the periods indicated, information regarding (i) the total dollar amount of interest
income of the Company from earning assets and the resultant average yields; (ii) the total dollar amount of interest
expense on interest-bearing liabilities and the resultant average rate; (iii) net interest income; (iv) net interest spread;
and (v) net interest margin. Information is based on average daily balances during the indicated periods. Investment
security market value adjustments and trade-date accounting adjustments are not considered to be earning assets and,

as such, the net effect is included in nonearning assets. Tax equivalent (TE) yields are calculated using a marginal
tax rate of 35%.

43



TABLE 13 - AVERAGE BALANCES, NET INTEREST INCOME AND INTEREST YIELDS / RATES

Years Ended December 31,
(dollars in thousands) 2006 2005 2004
Average Average Average
Average Yield/ Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate Balance Interest Rate
Earning assets:
Loans receivable:
Mortgage loans $ 485,642 $27,011 5.56% % 438,515  $23,536 537%  $ 399,695 $21.861 5.47%
Commercial loans (TE) 1,034,492 67.347 6.65 862.799 48.287 5.74 636,359 29,882 4.85
Consumer and other loans 534,475 38,413 7.19 538,761 36,669 6.81 494,334 32,488 6.57
Total loans 2,054,609 132,771 6.53 1,840,075 108,492 5.96 1,530,388 84,231 5.57
Loans held for sale 15.246 992 6.51 12,866 709 5.51 10,391 520 5.00
Investment securities (TE) 633,270 28.954 4.75 574,832 24,192 4.44 563,271 22,974 4.32
Other earning assets 53,268 2,575 4.83 49,773 1.855 3.73 39,986 885 2.21
Total earning assets 2,756,393 165.292 6.09 2,477.546 135.248 5.56 2,144,036 108,610 5.18
Allowance for loan losses (36,570) (27,908) (19,488)
Nonearning assets 288,651 267,425 213,897
Total assets $3,008,474 $2.717,063 $2,338,445
Interest-bearing liabilities:
Deposits:
NOW accounts $ 623211 $15.427 248% $ 558,705 $ 9.239 1.65% $ 510,187 $ 5,613 1.10%
Savings and money market accounts 589,137 12.075 2.05 480.836 6,171 1.28 403,331 3,116 0.77
Certificates of deposit 803,154 30,614 3.81 727,666 21,187 291 624,959 15,108 242
Total interest-bearing deposits 2,015,502 58,116 2.88 1,767,207 36.597 2.07 1.538.,477 23,837 1.55
Short-term borrowings 116,165 3,911 332 143,100 3,395 2.34 188.589 2,644 1.38
Long-term debt 243,058 11,743 4.77 245,561 10,458 4.20 173,386 7.501 4.26
Total interest-bearing liabilities 2,374,725 73,770 3.10 2.155.868 50,450 2.33 1.900,452 33.982 1.78
Noninterest-bearing demand deposits 336,190 283.396 208.887
Noninterest-bearing liabilities 20,049 16,170 18,420
Total liabilities 2,730,964 2455434 2,127.759
Shareholders’ equity 277,510 261.629 210.686
Total liabilities and shareholders” equity $3,008,474 $2,717,063 $2.338.,445
Net earning assets $ 381,668 $ 321678 $ 243,584
Net interest spread $91.522 2.99% $ 84,798 3.23% $ 74,628 3.40%
Net interest income (TE) /
Net interest margin (TE) $ 95,066 3.42% $ 88.082 3.54% $ 77.489 3.60%

The following table displays the dollar amount of changes in interest income and interest expense for major
components of earning assets and interest-bearing liabilities. The table distinguishes between (i) changes attributable
to volume (changes in average volume between periods times the average yield/rate for the two periods), (ii) changes
attributable to rate (changes in average rate between periods times the average volume for the two periods), and (iii)

total increase (decrease).
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TABLE 14 - SUMMARY OF CHANGES IN NET INTEREST INCOME

2006 / 2005 2005 / 2004
Change Attributable To Change Attributable To
Total Total
Increase Increase
(dollars in thousands) Volume Rate (Decrease) Volume Rate (Decrease)
Earning assets:
Loans receivable:
Mortgage loans $ 2575 $ 901 $ 3,476 $ 2,104 $ (429 $ 1,675
Commercial loans (TE) 10,360 8,700 19,060 11.553 6,852 18,405
Consumer and other loans (386) 2,130 1,744 3,038 1,143 4,181
Loans held for sale 143 140 283 130 59 189
Investment securities (TE) 2.614 2.148 4,762 445 773 1.218
Other earning assets 106 614 720 281 689 970
Total net change in income on earning
assets 15,412 14.633 30,045 17,551 9,087 26,638
Interest-bearing liabilities:
Deposits:
NOW accounts 1,332 4,856 6,188 645 2,981 3,626
Savings and money market accounts 2,791 3,113 5.904 1,425 1,630 3,055
Certificates of deposit 2,538 6,889 9,427 2,686 3,393 6,079
Borrowings (1,916) 3,718 1.802 1,968 1,740 3,708
Total net change in expense on interest-
bearing liabilities 4,745 18,576 23,321 6,724 9,744 16,468
Change in net interest income (TE) $ 10,667 $ (3.943) § 6,724 $ 10,827 $ (657) $ 10,170

Interest income includes interest income earned on earning assets as well as applicable loan fees earned. Interest

income that would have been earned on nonaccrual loans had they been on accrual status is not included in the data
reported above.

Provision for Loan Losses - Management of the Company assesses the allowance for loan losses quarterly and will
make provisions for loan losses as deemed appropriate in order to maintain the adequacy of the allowance for loan
losses. Increases to the allowance for loan 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.

As a result of strong asset quality of the loan portfolio and improvements in outstanding credits in the hurricane-
affected areas, the Company recorded a negative loan loss provision of $7.8 million for the year ended December 31,
2006. This compares to a $17.1 million provision in 2005. The 2003 provision included a loan loss provision of
$14.4 million during the third quarter for Hurricanes Katrina and Rita. The provision for loan losses was $4.0
million in 2004. Net loan charge-offs were $357,000 for 2006 compared to $3.6 million for 2005. The allowance
for loan losses as a percentage of outstanding loans, net of unearned income, was 1.34% at December 31, 2006,

compared to 1.98% at year-end 2005. 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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Noninterest Income ~ The Company reported noninterest income of $23.5 million in 2006 compared to $26.1

million for 2005. The following table illustrates the primary components of noninterest income for the years
indicated.

TABLE 15 - NONINTEREST INCOME

Percent Percent

Increase Increase
(dollars in thousands) 2006 2005 (Decrease) 2004 (Decrease)
Service charges on deposit accounts $ 13,167 $ 13,427 (1.9% $12,317 9.0 %
ATM/debit card fee income 3.429 2,709 26.6 2,012 34.6
Income from bank owned life insurance 2,085 1,979 5.3 1,663 19.0
Gain on sale of loans, net 745 2,497 (70.2) 2,794 (10.6)
Gain on sale of assets 99 826 (88.0) 220 275.5
Gain (loss) on sale of investments, net (4.083) 39) (10,369.2) 698 -
Broker commission income 4,054 2,410 68.2 1,833 31.5
Other income 3,954 2.332 69.6 1,680 38.8
Total noninterest income $ 23,450 $ 26,141 (10.3)% $23,217 12.6 %

Service charges on deposit accounts decreased $260,000 in 2006 primarily due to customer migration to deposit
products with lower fees. Customers also incurred fewer account analysis fees in 2006.

ATM/debit card fee income increased $720,000 in 2006 due to increased usage and an expanding cardholder base.

Gain on sale of loans decreased $1.8 million in 2006 as a result of a loss of $1.1 million recorded in December on
the transfer of a pool of lower-yielding mortgage loans into loans held for sale. The sale of these loans was
completed in January 2007. Additionally, gains on the sale of mortgage loans were lower in 2006 as a result of
reduced demand for mortgage refinancings and associated sales of these loans into the secondary market.

Gain on sale of assets decreased $727,000 in 2006. This decrease is primarily the result of gains on the sale of three

excess properties during 2005. One of the properties was located in New Orleans, while the other two were located
in Northeast Louisiana.

The Company’s loss on the sale of investments was $4.1 million in 2006, an increase from a minimal loss in 2005.
The loss on the sale of investments was a result of the Company selling $109.3 million in investments during the
year. The securities sold had a weighted-average yield of 4.0%. The proceeds from these sales were used to purchase
investments with a weighted-average yield of 5.1%.

Broker commission income increased $1.6 million in 2006 as a result of Iberia Financial Services’ success in adding
clients and increased transaction volume during the year.

Other noninterest income increased $1.6 million in 2006. Noninterest income benefited from the inclusion of $1.3
million in derivative gains on swaps and net cash settlements included in this line item. During the third quarter of
2006, the Company revised its method of accounting for interest rate swaps associated with its junior subordinated
debt. The Company had previously accounted for these swaps using hedge accounting as prescribed by SFAS No.
133, Accounting for Derivative Instruments and Hedging Activities. Under hedge accounting, changes in the fair
value of the swaps were recorded in Shareholders’ Equity. These fair value changes are now recorded in noninterest
income. For additional information, see Notes 1 and 14 of the Consolidated Financial Statements. Other noninterest
income also benefited from modest increases in other commission/fee categories.

Noninterest income increased $2.9 million from 2004 to 2005 primarily due to a $1.1 million increase in service
charges due to increased volume related to the American Horizons acquisition and revenue enhancement initiatives,
a $697,000 increase in ATM/debit card fees due to the expanded cardholder base attributable to the American
Horizons acquisition and increased usage, a $316,000 increase in income from bank owned life insurance as the
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Company increased its average investment in bank owned life insurance, $606,000 increase in gains on the sale of
assets as the result of the sale of three excess properties, a $577,000 rise in broker commissions, a $259,000 payment
received as a result of the conversion of the Company’s ownership interest in the PULSE EFT Association
(“PULSE”) as a result of PULSE’s merger with Discover Financial Services and modest increases in several other
noninterest income fee categories. Noninterest income was adversely impacted by a $297,000 decrease in gains on
the sale of mortgage loans in the secondary market as refinance activity slowed and a $0.7 million decrease in gains
on the sales of investments.

Noninterest Expense — The Company reported noninterest expense of $73.1 million in 2006 compared to $64.4
million for 2005. Ongoing attention to expense control is part of the Company’s corporate culture. However, the
Company has embarked on a significant expansion initiative which includes new branches, acquisitions and product
expansion. This expansion has caused increases in several components of noninterest expense. The following table
illustrates the primary components of noninterest expense for the years indicated.

TABLE 16 - NONINTEREST EXPENSE

Percent

Increase Percent
(dollars in thousands) 2006 2005 (Decrease) 2004 Increase
Salaries and employee benefits $ 40,023 $ 33,973 17.8 % $ 29,846 13.8 %
Occupancy and equipment 9,445 8.319 13.5 6,834 21.7
Franchise and shares tax 2,991 3,161 (5.4) 2,607 21.2
Communication and delivery 3,118 3,107 0.4 2,814 104
Marketing and business development 2.124 1,766 20.3 1,582 11.7
Data processing 2,678 1,837 45.8 1,492 231
Printing, stationery and supplies 1.007 992 15 845 17.4
Amortization of acquisition intangibles 1,118 1.207 (7.4) 885 36.3
Professional services 2,103 2,339 (10.1) 1,802 29.8
Other expenses 8.520 7.737 10.1 6,190 25.0
Total noninterest expense $ 73,127 $ 64,438 13.5 % $ 54,897 17.4 %

Salaries and employee benefits increased $6.1 million in 2006 due to increased staffing associated with the
Company’s branch expansion initiative, as well as several strategic hires made during 2006,

Occupancy and equipment and data processing expenses increased $1.1 million and $841,000, respectively, in 2006
primarily due to branch expansion and infrastructure improvements.

Franchise and shares tax decreased $170,000 in 2006 due to lower assessments of the tax. Both capital and income
levels are key components of the Louisiana shares tax calculation.

Marketing and business development expense increased $358,000 in 2006 as the Company expanded advertising and
business development programs in selected markets.

Other noninterest expenses increased $783,000 in 2006. The largest component of the increase was a $1.0 million
prepayment penalty incurred to pay off $11.4 million in FHLB advances. The Company also incurred merger-related
expenses of $394,000 in 2006 associated with the pending acquisitions of the Arkansas franchises. These increases
were offset partially by a $236,000 decrease in legal and professional expenses, $176,000 in ATM/ debit card
expenses, and $401,000 of non-recurring expenses associated with the hurricanes recorded in 2005.

Noninterest expense increased $9.5 million from 2004 to 2005 primarily due to an increase of $4.1 million in
salaries and employee benefits due to increased staffing associated with the American Horizons acquisition and the
Company’s branch expansion initiative. The Company also recorded $470,000 of compensation expense due to the
immediate vesting of all outstanding unvested stock options on December 30, 2005. Other non-interest expense
increased $2.1 million primarily due to one-time expenses associated with the integration and conversion of
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American Horizons, $401,000 of one-time expenses associated with damages and other costs resulting from
Hurricanes Katrina and Rita, a $537,000 increase in professional services, and a $389,000 increase in ATM/debit
card expenses.

Income Taxes - For the years ended December 31, 2006, 2005 and 2004, the Company incurred income tax expense
of $14.0 million, $7.4 million and $11.6 million, respectively. The Company's effective tax rate amounted to 28.1%,
25.3% and 29.7% during 2006, 2005 and 2004, respectively. The difference between the effective tax rate and the
statutory tax rate primarily relates to variances in items that are non-taxable or non-deductible, primarily the effect of
tax-exempt income, the non-deductibility of part of the amortization of acquisition intangibles, and various tax
credits taken. The increase in the Company's effective tax rates for 2006 is attributable to increased net income
before taxes. The Company’s tax rate in 2005 included the effect of the third quarter net loss and the decrease in
ESOP compensation expense, a large portion of which was not deductible for tax purposes. For more information,
see Note 12 of the Consolidated Financial Statements.

CAPITAL RESOURCES

Federal regulations impose minimum regulatory capital requirements on all institutions 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 capital requirements, which
include leverage and risk-based capital guidelines, are monitored 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 items based on regulatory
guidelines. At December 31, 2006, the Company exceeded all regulatory capital ratio requirements with a Tier 1
leverage capital ratio of 9.01%, a Tier 1 risk-based capital ratio of 11.81% and a total risk-based capital ratio of
13.06%. At December 31, 2006, the Bank also exceeded all regulatory capital ratio requirements with a Tier 1

leverage capital ratio of 7.02%, a Tier 1 risk-based capital ratio of 9.19% and a total risk-based capital ratio of
10.44" %.

Regulatory Capital

14.00% 13.06%
11.81%

12.00%-

10.00% 9.01%

8.00%

8.00%-

6.00%-

4.00%-

2.00%-

2

Tier 1 leverage ratio Tier 1 risk-based ratio Total risk-based ratio

0.00%-

| Required B IBERIABANK 3 IBERIABANK Corp

In addition, the Company has junior subordinated debt totaling $52.7 million, which may be included in Tier 1
capital up to 25% of the total of the Company’s core capital elements, including the junior subordinated debt. For
additional information, see Note 10 of the Consolidated Financial Statements.
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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 liquidity with the objective of maintaining sufficient funds to respond
to the needs of depositors and borrowers and to take advantage of earnings enhancement opportunities. The primary
sources of funds for the Company are deposits, borrowings, repayments and maturities of loans and investment
securities, securities sold under agreements to repurchase, as well as funds provided from operations. Certificates of
deposit scheduled to mature in one year or less at December 31, 2006 totaled $648.3 million. Based on past
experience, management believes that a significant portion of maturing deposits will remain with the Company.
Additionally, the majority of the investment security portfolio is classified by the Company as available-for-sale
which provides the ability to liquidate securities as needed. Due to the relatively short planned duration of the
investment security portfolio, the Company continues to experience significant cash flows on a normal basis.

While scheduled cash flows from the amortization and maturities of loans and securities are relatively predictable
sources of funds, deposit flows and prepayments of loan and investment securities are greatly influenced by general
interest rates. economic conditions and competition. The FHLB of Dallas provides an additional source of liquidity
to make funds available for general requirements and also to assist with the variability of less predictable funding
sources. At December 31, 2006, the Company had $281.3 million of outstanding advances from the FHLB of
Dallas. Additional advances available at December 31, 2006 from the FHLB of Dallas amounted to $487.6 million.
The Company and the Bank also have various funding arrangements with commercial banks providing up to $80
million in the form of federal funds and other lines of credit. At December 31, 2006, there was no balance
outstanding on these lines and all of the funding was available to the Company.

Liquidity management is both a daily and long-term function of business management. Excess liquidity is generally
invested in short-term investments such as overnight deposits. On a longer-term basis, the Company maintains a
strategy of investing in various lending and investment security products. The Company uses its sources of funds
primarily to meet its ongoing commitments and fund loan commitments. The Company has been able to generate
sufficient cash through its deposits as well as borrowings and anticipates it will continue to have sufficient funds to
meet its liquidity requirements.

ASSET/ LIABILITY MANAGEMENT AND MARKET RISK

The principal objective of the Company's asset and liability management function is to evaluate the interest rate risk
included in certain balance sheet accounts, determine 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 Senior Management Planning Committee. The
Senior Management Planning Committee normally 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 interest rates.
In connection therewith, the Senior Management Planning Committee generally reviews the Company's liquidity,
cash flow needs, maturities of investments, deposits, borrowings and capital position.

The objective of interest rate risk management is to control the effects that interest rate fluctuations have on net
interest income and on the net present value of the Company's earning 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 to measure the impact of
changes in interest rates on the net interest margin and predict market risk. Estimates are based upon numerous
assumptions including the nature and timing of interest rate levels including yield curve shape, prepayments on loans
and securities, deposit decay rates, pricing decisions on loans and deposits, reinvestment/replacement of asset and
liability cash flows and others. These analyses provide a range of potential impacts on net interest income and
portfolio equity caused by interest rate movements.
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Included in the modeling are instantaneous parallel rate shifts scenarios, which are utilized to establish exposure
limits. These scenarios are known as “rate shocks” because all rates are modeled to change instantaneously by the
indicated shock amount, rather than a gradual rate shift over a period of time that has traditionally been more
realistic.

The Company’s interest rate risk model indicated that the Company remained essentially neutral in terms of interest
rate sensitivity. However, management believes competitive deposit pricing pressures may make the Company
slightly more liability sensitive than indicated by the model. Based on the Company’s interest rate risk model, the
table below illustrates the impact of an immediate and sustained 100 and 200 basis point increase or decrease in
interest rates on net interest income:

Shift in Interest Rates % Change in Projected
(in bps) Net Interest Income
+200 3.0%
+100 2.0
-100 2.2
-200 1.6

The impact of a flattening yield curve, as anticipated in the forward curve as of December 31, 2006, would
approximate a 2.2% increase in net interest income. The computations of interest rate risk shown above do not
necessarily include certain actions that management may undertake to manage this risk in response to anticipated
changes in interest rates.

The rate environment is a function 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 U.S. 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 overnight funding and drives the
short end of the yield curve. Longer maturities are influenced by FRB purchases and sales and also expectations of
monetary policy going forward. The FRB began to 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 targeted fed funds rate has increased four times by 25
basis points in 2006 meetings and ended the year at 5.25%. Although each FRB rate increase becomes more
challenging to offset, the ability to delay deposit rate increases and less aggressive repricing of the maturing
certificate of deposit portfolio has allowed the Company to offset the negative impact of recent FRB rate movements.
Although management believes that the Company is not significantly affected by changes in interest rates over an
extended period of time, the continued flattening of the yield curve will exert downward pressure on the net interest
margin and net interest income. Under traditional measures of interest rate gap positions, the Company is slightly
liability sensitive in the short-term.

As part of its asset/liability management strategy, the Company has emphasized the origination of commercial and
consumer loans, which typically have shorter terms than residential mortgage loans and/or adjustable or variable
rates of interest. The majority of fixed-rate, long-term residential loans are sold in the secondary market to avoid
assumption of the rate risk associated with longer duration assets in the current low rate environment. As of
December 31, 2006, $634.0 million, or 28.4%, of the Company's total loan portfolio had adjustable interest rates.
The Bank has no significant concentration to any single loan component or industry segment.

The Company's strategy with respect to liabilities in recent periods has been to emphasize transaction accounts,
particularly noninterest or low interest-bearing transaction accounts, which are not sensitive to changes in interest
rates. At December 31, 2006, 64.9% of the Company’s deposits were in transaction and limited-transaction
accounts, compared to 66.0% at December 31, 2005. Noninterest bearing transaction accounts totaled 14.7% of
total deposits at December 31, 2006, compared to 15.6% of total deposits at December 31, 2005.
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As part of an overall interest rate risk management strategy, off-balance sheet derivatives may also be used as an
efficient way to modify the repricing or maturity characteristics of on-balance sheet assets and liabilities.
Management may from time to time engage in interest rate swaps to effectively manage interest rate risk. The
interest rate swaps of the Company were executed to modify net interest sensitivity to levels deemed appropriate.

OTHER OFF-BALANCE SHEET ACTIVITIES

In the normal course of business, the Company is a party to a number of activities that contain credit, market and
operational risk that are not reflected in whole or in part in the Company’s consolidated financial statements. Such
activities include traditional off-balance sheet credit-related financial instruments, commitments under operating
leases and long-term debt. The Company provides customers with off-balance sheet credit support through loan
commitments, lines of credit and standby letters of credit. Many of the unused commitments are expected to expire
unused or be only partially used; therefore, the total amount of unused commitments does not necessarily represent
future cash requirements. The Company anticipates it will continue to have sufficient funds together with available
borrowings to meet its current commitments. At December 31, 2006, the total approved loan commitments
outstanding amounted to $31.9 million. At the same date, commitments under unused lines of credit, including

credit card lines, amounted to $539.2 million. Included in these totals are commercial commitments amounting to
$395.5 million as shown in the following table.

TABLE 17 - COMMERCIAL COMMITMENT EXPIRATION PER PERIOD

Less Than 1-3 4 -5 Over 5
(dollars in thousands) 1 Year Years Years Years Total
Unused commercial lines of credit $ 283,831 $ 31,185 $ 18,112 $ 14,590 $ 347,718
Unused loan commitments 25.323 - - - 25,323
Standby letters of credit 17,482 4.982 - - 22,464
Total $ 326.636 $ 36,167 $ 18,112 $ 14,590 $ 395,505

The Company has entered into a number of long-term leasing arrangements to support the ongoing activities of the

Company. The required payments under such commitments and other debt commitments at December 31, 2006 are
shown in the following table.

TABLE 18 - CONTRACTUAL OBLIGATIONS AND OTHER DEBT COMMITMENTS

2012
(dollars in thousands) 2007 2008 2009 2010 2011 and After Total
Operating leases $ 1.252 3% 1,136 §$ 1,095 §$ 1,014 3 787 % 3,039 § 8,323
Certificates of deposit 648,290 153,834 23,616 14,033 7,338 3,767 850,878
Short-term borrowings 202,605 - - - - - 202,605
Long-term debt 36.339 43,640 77.905 37,166 17,619 24.328 236,997
Total $ 888486 $ 198,610 $ 102,616 $ 52,213  § 25,744 $ 31,134 $ 1,298,803
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IMPACT OF INFLATION AND CHANGING PRICES

The consolidated financial statements and related financial data presented herein have been prepared in accordance
with generally accepted accounting principles, which generally require the measurement of financial position and
operating results in terms of historical dollars, without considering changes in relative purchasing power over time
due to inflation. Unlike most industrial companies, the majority 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 inflation. Although fluctuations in interest rates are neither completely predictable nor
controllable, the Company regularly monitors its interest rate position and oversees its financial risk management by
establishing 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 inflation to a larger extent than
interest rates. Although not as critical to the banking industry as to other industries, inflationary factors may have
some impact on the Company’s growth, earnings, total assets and capital levels. Management does not expect
inflation to be a significant factor in 2007.

CHANGE IN ACCOUNTANTS

On March 13, 2007, Castaing, Hussey, & Lolan, LLC (“CHL”), the Company’s Independent Auditor, informed the
Audit Committee of the Board of Directors that it would decline to stand for re-election as Independent Auditor upon
the filing of the Annual Report on Form 10-K for the fiscal year ended December 31, 2006.

On March 13, 2007, the Audit Committee, subject to shareholder ratification, appointed Ernst & Young, LLP
(“E&Y™), to serve as the Company’s Independent Auditor for the fiscal year ending December 31, 2007. This
determination followed the Audit Committee’s decision to seek proposals from independent accountants to audit the
Company’s financial statements for the fiscal year ending December 31, 2007.

The Reports of the Independent Auditors for the fiscal years ended December 31, 2006 and 2005 did not contain an
adverse opinion or disclaimer of opinion, nor were they qualified or modified as to uncertainty, audit scope, or
accounting principles.

During the Company’s fiscal years ended December 31, 2006 and 2003, and through the date hereof, there were no
disagreements between the Company and CHL on any matter of accounting principles or practices, financial
statement disclosure or auditing scope or procedure, which disagreements, if not resolved to CHL’s satisfaction,
would have caused CHL to make a reference to the matter in its reports on the Company’s financial statements for
such years.

During the Company’s fiscal years ended December 31, 2006 and 2005, and through the date hereof, there were no
“reportable events” (as defined by Item 304(a)(1)(v) of Regulation S-K).

During the Company’s two most recent fiscal years ended December 31, 2006, and the subsequent interim period
through March 13, 2007, the Company did not consult with E&Y regarding any of the matters or events set forth in
Ttem 304(a)(2)(1) and (ii) of Regulation S-K.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

Years Ended December 31,

(dollars in thousands, except per share data) 2006 2005 2004 2003 2002

Balance Sheet Data
Total assets $ 3,203,046 S 2,852,592 $§ 2448602 $ 2,115811 $§ 1,570,588
Cash and cash equivalents 84,905 126,800 53,265 69,521 63,775
Loans receivable 2,234,002 1918516 1,650,626 1,412,349 1,044,492
Investment securities 581,352 572,582 566,955 479,622 368,122
Goodwill and acquisition intangibles 99,070 100,576 68,310 62,786 35,401
Deposit accounts 2,422,582 2,242,956 1,773,489 1,589.114 1,242,232
Borrowings 439,602 319,061 442,542 318,881 172,261
Shareholders’ equity 319,551 263,569 220,162 195,169 139,598
Book value per share $ 31.07 $ 2760 $ 2562 $ 2343 § 19.90
Tangible book value per share @ 21.43 17.07 17.67 15.89 14.86

Years Ended December 31,

(dollars in thousands, except per share data) 2006 2005 2004 2003 2002

Income Statement Data
Interest income $ 165292  $ 135248 % 108,610 $ 96.509 $ 87,552
Interest expense 73,770 50,450 33,982 28,876 27,958
Net interest income 91,522 84,798 74,628 67,633 59,594
Provision for (reversal of) loan losses (7,803) 17,069 4,041 6.300 6,197
Net interest income after provision for

(reversal of) loan losses 99,325 67,729 70,587 61,333 53,397

Noninterest income 23,450 26,141 23,217 23,064 17,866
Noninterest expense 73,127 64,438 54,897 50,629 44,032
Income before income taxes 49,648 29,432 38,907 33,768 27,231
Income taxes 13,953 7,432 11,568 10,216 8,778
Net income $ 35.695 22,000 $ 27339 § 23,552 % 18,453
Earnings per share — basic 3 3.80 240 $ 326 $ 297 8§ 2.61
Earnings per share — diluted 3.57 2.24 3.01 2.74 2.42
Cash earnings per share — diluted 3.64 232 3.07 2.79 2.45
Cash dividends per share 1.22 1.00 0.85 0.72 0.61
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At or For the Years Ended December 31,

2006 2005 2004 2003 2002
Key Ratios ?
Return on average assets 1.19 % 081 % 117 % 120 % 1.26 %
Return on average equity 12.86 8.41 12.98 13.05 13.12
Return on average tangible equity ' 20.52 13.96 19.52 19.57 17.78
Equity to assets at end of period 9.98 9.24 8.99 9.22 8.89
Earning assets to interest-bearing liabilities 116.07 114.92 112.82 113.87 116.35
Interest rate spread ¥ 299 3.23 3.40 3.67 4.19
Net interest margin (TE) 3.42 3.54 3.60 3.89 4.53
Noninterest expense to average assets 2.43 2.37 2.35 2.58 3.01
Efficiency ratio ©® 63.60 58.08 56.11 55.82 56.85
Tangible efficiency ratio (TE) ¥ 60.19 54.85 53.16 52.96 55.03
Dividend payout ratio 33.64 43.56 26.55 25.37 23.68
Asset Quality Data
Nonperforming assets to total assets
at end of period 7 0.16 % 021 % 025 % 034 % 042 %
Allowance for loan losses to nonperforming
loans at end of period 7 993.76 659.29 355.17 355.92 301.64
Allowance for loan losses to total loans
at end of period 1.34 1.98 1.22 1.29 1.25
Consolidated Capital Ratios
Tier 1 leverage capital ratio 901 % 765 % 763 % 750 % 762 %
Tier 1 risk-based capital ratio 11.81 10.70 11.13 10.94 10.66
Total risk-based capital ratio 13.06 11.96 12.36 12.20 11.89

Shares used for book value purposes exclude shares held in treasury and unreleased shares held by the Employee Stock Ownership

Plan at the end of the period.

With the exception of end-of-period ratios, all ratios are based on average daily balances during the respective periods.

Tangible calculations eliminate the effect of goodwill and acquisition related intangible assets and the corresponding
amortization expense on a tax-effected basis where applicable.

Interest rate spread represents the difference between the weighted average yield on earning assets and the weighted average

cost of interest-bearing liabilities. Net interest margin represents net interest income as a percentage of average earning

assets.

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%.

The efficiency ratio represents noninterest expense as a percentage of total revenues. Total revenues is the sum of net interest

income and noninterest income.

Nonperforming loans consist of nonaccruing loans and loans 90 days or more past due. Nonperforming assets consist of

nonperforming 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 control system was designed to provide
reasonable assurance to the Company’s management and board of directors regarding the preparation and fair
presentation of published financial statements.

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems
determined to 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 control over financial reporting as
of December 31, 2006. In making this assessment, it used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) in Internal Control—Integrated Framework. Based on our
assessment, management believes that, as of December 31, 2006, the Company’s internal control over financial
reporting 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
President and Chief Executive Officer Executive Vice President and Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
IBERIABANK Corporation

We have audited management's assessment, included in the accompanying Management Report on Internal Control
over Financial Reporting, that IBERIABANK Corporation maintained effective internal control over financial
reporting as of December 31, 2006, based on criteria established in Internal Control — Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). IBERIABANK
Corporation’s management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express an
opinion on management's assessment and an opinion on the effectiveness of the Company's internal 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 to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, evaluating management's assessment, testing
and evaluating the design and operating effectiveness of internal control, and performing such other 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 is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company's internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become

inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, management's assessment that IBERIABANK Corporation maintained effective internal control over
financial reporting as of December 31, 2006, is fairly stated, in all material respects, based on criteria established in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Also in our opinion, IBERIABANK Corporation maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2006, based on criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets and the related consolidated statements of income, shareholders' equity and

cash flows of IBERIABANK Corporation and Subsidiary, and our report dated February 16, 2007 expressed an
unqualified opinion.

4%,#%1%, Lie &

New Iberia, Louisiana
February 16, 2007
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REPORT OF CASTAING, HUSSEY & LOLAN, LLC
INDEPENDENT REGISTERED ACCOUNTING FIRM

To the Board of Directors and Shareholders of
IBERIABANK Corporation

We have audited the accompanying consolidated balance sheets of IBERIABANK Corporation and Subsidiary as of
December 31, 2006 and 2005, and the related consolidated statements of income, shareholders' equity, and cash
flows for each of the years in the three-year period ended December 31, 2006. These consolidated financial
statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of IBERIABANK Corporation and Subsidiary as of December 31, 2006 and 2005, and the results
of its operations and its cash flows for each of the years in the three-year period ended December 31, 2006, in
conformity 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 IBERIABANK Corporation’s internal control over financial reporting as of December
31, 2006, based on criteria established in Internal Control-Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO), and our report dated February 16, 2007 expressed
an unqualified opinion on management’s assessment of internal control over financial reporting and an unqualified
opinion on the effectiveness of internal control over financial reporting.

4%,#%4%, Ll C

New Iberia, Louisiana
February 16, 2007
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IBERIABANK CORPORATION AND SUBSIDIARY
Consolidated Balance Sheets
December 31, 2006 and 2005

(dollars in thousands, except share data) 2006 2005
Assets
Cash and due from banks 51,078 $ 66,697
Interest-bearing deposits in banks 33,827 60,103
Total cash and cash equivalents 84,905 126,800
Securities available for sale, at fair value 558,832 543,495
Securities held to maturity, fair values of $22,677 and $29,337, respectively 22,520 29,087
Mortgage loans held for sale 54,273 10,515
Loans, net of unearned income 2,234,002 1,918,516
Allowance for loan losses (29,922) (38,082)
Loans, net 2,204,080 1,880,434
Premises and equipment, net 71,007 55,010
Goodwill 92,779 93,167
Other assets 114,650 114,084
Total Assets 3,203,046 $ 2,852,592
Liabilities
Deposits:

Noninterest-bearing 354,961 $ 350,065

Interest-bearing 2,067,621 1,892,891
Total deposits 2,422,582 2,242,956
Short-term borrowings 202,605 68,849
Long-term debt 236,997 250,212
Other liabilities 21,311 27,006
Total Liabilities 2,883,495 2,589,023
Shareholders' Equity
Preferred stock, $1 par value - 5,000,000 shares authorized - -
Common stock, $1 par value - 25,000,000 shares authorized;

12,378,902 and 11,801,979 shares issued, respectively (1) 12,379 11,802
Additional paid-in capital 227,854 190,655
Retained earnings 173,794 150,107
Unearned compensation (13,371) (9,594)
Accumulated other comprehensive income (3,3006) (5,629)
Treasury stock at cost - 2,092,471 and 2,253,167 shares, respectively (1) (77,799) (73,772)
Total Shareholders' Equity 319,551 263,569
Total Liabilities and Shareholders' Equity 3,203,046 $ 2,852,592

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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IBERIABANK CORPORATION AND SUBSIDIARY
Consolidated Statements of Income
Years Ended December 31, 2006, 2005 and 2004

(dollars in thousands, except per share data) 2006 2005 2004
Interest and Dividend Income
Loans, including fees $ 132,771 $ 108,492 $§ 84231
Mortgage loans held for sale, including fees 992 709 520
Investment securities:
Taxable interest 26,920 21,698 20,425
Tax-exempt interest 2,034 2,494 2,549
Other 2,575 1,855 885
Total interest and dividend income 165.292 135,248 108.610
Interest Expense
Deposits 58,116 36,597 23,837
Short-term borrowings 3,911 3,395 2,644
Long-term debt 11,743 10,458 7.501
Total interest expense 73,770 50,450 33,982
Net interest income 91,522 84,798 74,628
Provision for (reversal of) loan losses (7,803) 17,069 4,041
Net interest income after provision for (reversal of) loan Josses 99,325 67,729 70,587
Noninterest Income
Service charges on deposit accounts 13,167 13,427 12,317
ATM/debit card fee income 3,429 2,709 2,012
Income from bank owned life insurance 2,085 1,979 1,663
Gain on sale of loans, net 745 2,497 2,794
Gain on sale of assets 99 826 220
Gain (loss) on sale of investments, net (4,083) 39) 698
Trading gains and settlements on swaps 1,330 - -
Broker commissions 4,054 2,410 1.833
Other income 2,624 2,332 1,680
Total noninterest income 23,450 26,141 23,217
Noninterest Expense
Salaries and employee benefits 40,023 33,973 29,846
Occupancy and equipment 9,445 8,319 6.834
Franchise and shares tax 2,991 3,161 2,607
Communication and delivery 3,118 3,107 2,814
Marketing and business development 2,124 1,766 1,582
Data processing 2,678 1,837 1,492
Printing, stationery and supplies 1,007 992 845
Amortization of acquisition intangibles 1,118 1,207 885
Professional services 2,103 2,339 1,802
Other expenses 8,520 7,737 6,190
Total noninterest expense 73,127 64,438 54,897
Income before income tax expense 49,648 29,432 38,907
Income tax expense 13,953 7,432 11,568
Net Income $ 35,695 $ 22,000 $ 27,339
Earnings per share - basic (1) $ 380 $ 240 $ 3.26
Earnings per share - diluted (1) $ 357 § 224§ 3.01

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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IBERIABANK CORPORATION AND SUBSIDIARY
Consolidated Statements of Shareholders' Equity
Years Ended December 31, 2006, 2005 and 2004

Accumulated
Additional Other
Common  Paid-In Retained Unearned Comprehensive  Treasury
(dollars in th ds, except share and per share data) Stock Capital Earnings  Compensation Income Stock Total
Balance, December 31, 2003 () 10,453 114,674 117,876 (2,668) 183 (45,349) 195,169
Comprehensive income:
Net income 27,339 27,339
Change in unrealized gain on securities
available for sale. net of deferred taxes (214) (214)
Change in fair value of derivatives used for cash
flow hedges. net of tax effect 421 421
Total comprehensive income 27,546
Cash dividends declared, $0.85 per share (7,257 (7.257)
Reissuance of treasury stock under stock option plan,
net of shares surrendered in payment, including
tax benefit, 170.619 shares 1,114 3.005 4.119
Common stock released by ESOP trust 2,135 435 2,570
Common stock earned by participants of recognition
and retention plan trust, including tax benefit 745 636 1,381
Common stock issued for recognition and retention plan 2,965 (3,984) 1.019 -
Common stock issued for acquisition 359 15,208 71 15,496
Treasury stock acquired at cost. 408.334 shares (18.862) (18.862)
Balance, December 31, 2004 10,812 136,841 137,887 (5.581) 390 (60,187) 220,162
Comprehensive income:
Net income 22,000 22,000
Change in unrealized gain on securities
available for sale, net of deferred taxes (7,030) (7,030)
Change in fair value of derivatives used for cash
flow hedges. net of tax effect 1,011 1.011
Total comprehensive income 15,981
Cash dividends declared, $1.00 per share (9.582) (9,582)
Reissuance of treasury stock under stock option plan,
net of shares surrendered in payment, including
tax benefit, 203,813 shares 1,539 2,026 3,565
Common stock released by ESOP trust 519 103 622
Common stock earned by participants of recognition
and retention plan trust, including tax benefit 564 1,554 2,118
Common stock issued for recognition and retention plan 3,777 (5.670) 1,893 -
Common stock issued for acquisition 990 46,945 (198) 47,737
Share based compensation cost 470 470
Treasury stock acquired at cost, 365,488 shares (17,504) (17,504)
Balance, December 31, 2005 11.802 190,655 150,107 (9,594) (5,629) (73,772) 263,569
Comprehensive income:
Net income 35,695 35,695
Change in unrealized gain on securities
available for sale, net of deferred taxes 2.858 2,858
Change in fair value of derivatives used for cash
flow hedges, net of tax effect (535) (535)
Total comprehensive income 38,018
Cash dividends declared. $1.22 per share 856 (12.008) (11,152)
Reissuance of treasury stock under stock option plan,
net of shares surrendered in payment, including
tax benefit, 188,394 shares 3,090 2,448 5,538
Common stock earned by participants of recognition
and retention plan trust, including tax benefit 264 2,649 2913
Common stock issued for recognition and retention plan 4,869 (6.426) 1,557 -
Common stock issued 577 27.883 28,460
Share based compensation cost 237 237
Treasury stock acquired at cost, 138.253 shares (8,032) (8.032)
Balance, December 31, 2006 $ 12,379 $ 227,854 $ 173794 $ (13.371) $ (3.306) $§  (77,799) $ 319,551

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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IBERIABANK CORPORATION AND SUBSIDIARY
Consolidated Statements of Cash Flows
Years Ended December 31, 2006, 2005 and 2004

(dollars in thousands) 2006 2005 2004
Cash Flows from Operating Activities
Net income $ 35695 $ 22,000 $ 27,339
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 5,478 5,245 4,326
Provision for (reversal of) loan losses (7,803) 17,069 4,041
Noncash compensation expense 3,150 2,824 3,334
Gain on sale of assets (64) (1,081) (221)
Loss (gain) on sale of investments 4,087 39 (698)
Loss on abandonment of fixed assets 187 129 -
Amortization of premium/discount on investments 272 1,909 2,807
Derivative gains on swaps (803) - -
Current provision (benefit) for deferred income taxes 4,381 (3,236) 1,816
Net change in loans held for sale (13,435) (2,406) (2,328)
Cash retained from tax benefit associated with share-based payment arrangements (3,112) - -
Other operating activities, net 4.277) (627) (7,034)
Net Cash Provided by Operating Activities 23,756 41,865 33,382
Cash Flows from Investing Activities
Proceeds from sales of securities available for sale 112,003 23,737 42,762
Proceeds from maturities, prepayments and calls of securities available for sale 232,873 96,071 134,582
Purchases of securities available for sale (363,225) (137.529) (269,134)
Proceeds from maturities, prepayments and calls of securities held to maturity 6,515 10,836 13,237
Proceeds from sale of loans - 3,172 -
Increase in loans receivable, net (348,506) (78,414) (190,959)
Proceeds from sale of premises and equipment 810 3,296 76
Purchases of premises and equipment (21,930) (14,686) (9,430)
Proceeds from disposition of real estate owned 1,010 2,038 3,533
Purchases of other real estate owned (794) - -
Cash received in excess of cash paid in acquisition - 20,736 4,320
Other investing activities, net (1.491) 6,277 (3,510)
Net Cash Used in Investing Activities (382,735) (64,466) (274,523)
Cash Flows from Financing Activities
Increase in deposits 180,303 277,461 123,303
Net change in short-term borrowings 133,756 (167,604) 73,863
Proceeds from long-term debt 25,000 34,255 51,100
Repayments of long-term debt (37.407) (23,037) (462)
Dividends paid to shareholders (11,390) (8,836) (6.606)
Proceeds from sale of treasury stock for stock options exercised 3,282 1,407 2,549
Costs of issuance of common stock (1,540) (6) -
Payments to repurchase common stock (8,032) (17,504) (18,862)
Common stock issued 30,000 - -
Cash retained from tax benefit associated with share-based payment arrangements 3.112 - -
Net Cash Provided by Financing Activities 317,084 96,136 224,885
Net (Decrease) Increase In Cash and Cash Equivalents (41,895) 73,535 (16,256)
Cash and Cash Equivalents at Beginning of Period 126,800 53.265 69,521
Cash and Cash Equivalents at End of Period $ 84,905 $ 126,800 $ 53,265
Supplemental Schedule of Noncash Activities
Acquisition of real estate in settlement of loans $ 1,121 % 1,553 % 1,792
Common stock issued in acquisition $ - $ 47,744 $ 15,496
Transfer of property into Other Real Estate $ 760 $ -5 -
Exercise of stock options with payment in company stock 3 384 % 2,075 % 134
2,359,854 shares issued in stock split, par value of shares issued $ - 8 2,360 $ -
Supplemental Disclosures
Cash paid for:
Interest on deposits and borrowings $ 71,690 $ 49,687 $ 33,420
Income taxes, net $ 11,400 $ 5,029 $ 5,478

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

PRINCIPLES OF CONSOLIDATION: The consolidated financial statements include 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 is a Louisiana corporation that has historically served as the bank
holding company for the Bank, a Louisiana chartered state commercial bank. Through the Bank, the Company offers
commercial and retail products and services to customers throughout the state of Loutsiana, including New Orleans,
Baton Rouge, Shreveport, Northeast Louisiana, LaPlace, Houma, and the Acadiana and Northshore regions of
Louisiana. Management of the Company monitors the revenue streams of the various products, services and markets;
however, operations are managed and financial performance is evaluated on a company-wide basis. Accordingly, all
of the Company’s banking operations are considered by management to be aggregated in one reportable operating
segment. Because the overall banking operations comprise substantially all of the consolidated operations, no separate
segment disclosures are presented.

USE OF ESTIMATES: The preparation of financial statements in conformity with generally accepted accounting
principles in the United States requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notes. Actual results could differ from those
estimates. Material estimates that are susceptible to significant change in the near term are the allowance for loan

losses, valuation of goodwill, intangible assets and other purchase accounting adjustments and share based
compensation.

CONCENTRATION OF CREDIT RISKS: Most of the Company’s business activity is with customers located
within the State of Louisiana. The Company’s lending activity is concentrated in the Company’s five primary market
areas in Louisiana. The Company in recent years has emphasized originations of commercial loans and private
banking loans. Repayment of loans is expected to come from cash flows of the borrower. Losses are limited by the
value of the collateral upon default of the borrowers. The Company does not have any significant concentrations to
any one industry or customer.

CASH AND CASH EQUIVALENTS: For purposes of presentation in the consolidated statements of cash flows,
cash and cash equivalents are defined as cash, interest-bearing deposits and noninterest-bearing demand deposits at
other financial institutions with maturities less than one year. The Bank may be required to maintain average balances
on hand or with the Federal Reserve Bank. At December 31, 2006 and 2005, the Bank had no required reserve
balance.

INVESTMENT SECURITIES: Debt securities that management has the ability and intent to hold to maturity are
classified as held to maturity and carried at cost, adjusted for amortization of premiums and accretion of discounts
using methods approximating the interest method. Securities not classified as held to maturity or trading, including
equity securities with readily determinable fair values, are classified as available for sale and recorded at fair value,
with unrealized gains and losses excluded from earnings and reported in other comprehensive income. Declines in the
value of individual held to maturity and available for sale securities below their cost that are other than temporary are
included in earnings as realized losses. In estimating other than temporary impairment losses, management considers
1) the length of time and the extent to which the fair value has been less than cost, 2) the financial condition and near-
term prospects of the issuer, and 3) the intent and ability of the Company to retain its investment in the issuer for a
period of time sufficient to allow for any anticipated recovery in fair value. Gains/losses on securities sold are
recorded on the trade date, using the specific identification method.

MORTGAGE LOANS HELD FOR SALE: Mortgage loans originated and intended for sale in the secondary
market are carried at the lower of cost or estimated fair value in the aggregate. Net unrealized losses, if any, are
recognized through a valuation allowance by charges to income. Loans held for sale have primarily been fixed rate
single-family residential mortgage loans under contract to be sold in the secondary market. In most cases, loans in
this category are sold within thirty days. These loans are generally sold with the mortgage servicing rights released.
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Buyers generally have recourse to return a purchased loan to the Company under limited circumstances. Recourse

conditions may include early payment default, breach of representations or warranties, and documentation
deficiencies.

LOANS: The Company grants mortgage, commercial and consumer loans to customers. Loans receivable that
management has the intent and ability to hold for the foreseeable future or until maturity or payoff are stated at the
unpaid principal balances, less the allowance for loan losses and net deferred loan origination fees and unearned
discounts. Deferred loan origination fees were $2,612,000 and $1,941,000 and deferred loan expenses totaled
$4,090,000 and $3,534,000 at December 31, 2006 and 2005, respectively. In addition to loans issued in the normal
course of business, the Company considers overdrafts on customer deposit accounts to be loans and reclassifies these
overdrafts as loans in its Consolidated Balance Sheets. At December 31, 2006 and 20035, $1,111,000 and $1,362,000,
respectively, have been reclassified to loans receivable.

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 origination costs, are deferred and recognized as an adjustment of the related
loan yield, using the interest method.

The accrual of interest on commercial loans is discontinued at the time the loan is 90 days delinquent unless the credit
is well-secured and in process of collection. Mortgage, credit card and other personal loans are typically charged off
to net collateral value, less cost to sell, no later than 180 days past due. Past due status is based on the contractual

terms of loans. In all cases, loans are placed on nonaccrual or charged off at an earlier date if collection of principal
or interest is considered doubtful.

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 determining 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 shortfalls generally are not classified as impaired. The impairment loss is
measured on a loan by loan basis for commercial and construction loans by either the present value of expected future
cash flows discounted at the loan’s effective interest rate, the loan’s obtainable market price, or the fair value of the
collateral if the loan is collateral dependent.

In general, all interest accrued but not collected for loans that are placed on nonaccrual or charged off is reversed
against interest income. The interest on these loans is accounted for on the cash-basis method or cost-recovery
method, until qualifying for return to accrual. Loans are returned to accrual status when all principal and interest
amounts contractually due are brought current and future payments are reasonably assured.

ALLOWANCE FOR LOAN LOSSES: The allowance for loan losses is established as losses are estimated to have
occurred through a provision charged to earnings. Loan losses are charged against the allowance when management
believes the uncollectibility of a loan balance is confirmed. Subsequent recoveries, if any, are credited to the
allowance. Allowances for impaired loans are generally determined based on collateral values or the present value of

estimated cash flows. Changes in the allowance related to impaired loans are charged or credited to the provision for
loan losses.

The allowance for loan losses is maintained at a level which, in management’s opinion, is adequate to absorb credit
losses inherent in the portfolio. The Company utilizes both peer group analysis, as well as an historical analysis of the
Company’s portfolio to validate the overall adequacy of the allowance for loan losses. In addition to these objective
criteria, the Company subjectively assesses the adequacy of the allowance for loan losses with consideration given to
current economic conditions, changes to loan policies, the volume and type of lending, composition of the portfolio,
the level of classified and criticized credits, seasoning of the loan portfolio, payment status and other factors.

LOAN SERVICING: Mortgage servicing rights are recognized on loans sold where the institution retains the
servicing rights. Capitalized mortgage servicing rights are reported in other assets and are amortized into noninterest
income. Impairment of mortgage servicing rights is assessed based on the fair value of those rights. Fair values are
estimated using discounted cash flows based on a current market interest rate.
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OFF-BALANCE SHEET CREDIT RELATED FINANCIAL INSTRUMENTS: In the ordinary course of
business, the Company has entered into commitments to extend credit, including commitments under credit card
arrangements, commercial letters of credit and standby letters of credit. Such financial instruments are recorded when
they are funded.

DERIVATIVE FINANCIAL INSTRUMENTS: Statement of Financial Accounting Standards (“SFAS”) No. 133,
Accounting for Derivative Instruments and Hedging Activities, requires that all derivatives be recognized as assets or
liabilities in the balance sheet at fair value.

The Company may enter into derivative contracts to manage exposure to interest rate risk or to meet the financing
needs of its customers.

Interest Rate Swap Agreements

The Company utilizes interest rate swap agreements to convert a portion of its variable-rate debt to a fixed rate (cash
flow hedge). Interest rate swaps are contracts in which a series of interest rate flows are exchanged over a prescribed
period. The notional amount on which the interest payments are based is not exchanged.

For derivatives designated as hedging the exposure to changes in the fair value of an asset or liability (fair value
hedge), the gain or loss is recognized in earnings in the period of change together with the offsetting gain or loss to
the hedged item attributable to the risk being hedged. Earnings will be affected to the extent to which the hedge is not
effective in achieving offsetting changes in fair value. For derivatives designated as hedging exposure to variable
cash flows 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 reclassified into earnings when the
forecasted transaction affects earnings or when the hedge is terminated. The ineffective portion of the gain or loss is
reported in earnings immediately. For derivatives that are not designated as hedging instruments, changes in the fair
value of the derivatives are recognized in earnings immediately.

In applying hedge accounting for derivatives, the Company establishes a method for assessing the effectiveness of the
hedging derivative and a measurement approach for determining the ineffective aspect of the hedge upon the
inception of the hedge. These methods are consistent with the Company’s approach to managing risk.

During the third quarter of 2006, the Company revised its method of accounting for interest rate swaps associated
with junior subordinated debt. At the time the Company entered into the interest rate swaps, it conducted a detailed
analysis of the appropriate accounting method. The Company determined that based upon SFAS No. 133 guidance
available at the time, the “short-cut” method was an appropriate accounting method because the terms of the interest
rate swaps and the corresponding debt matched and, as a result, the Company assumed no ineffectiveness in the
hedging relationships. In light of recent technical interpretations of SFAS No. 133, the Company has determined that
the swaps do not qualify for hedge accounting under the short-cut method. Accordingly, the Company revised its
method of accounting for the swaps, and changes in the fair value of these swaps are now recorded as noninterest
income. The Company evaluated the impact of applying the change in fair value of these swaps compared to the
short-cut method used under hedge accounting and concluded that the impact was not material to prior annual or
quarterly periods. Accordingly, the Company recorded a cumulative adjustment for derivative gains on swaps totaling
$1.3 million during the third quarter of 2006, which is included in Trading gains and settlements on swaps in the
Consolidated Statements of Income. Of this cumulative adjustment, $271,000 ($176,000 after tax), relates to the first
and second quarters of 2006 and $1,021,000 ($663,000 after tax) relates to periods prior to 2006. In addition, $0.4
million in net cash swap settlements since the beginning of 2006, which were previously reported in interest expense,
were reported in noninterest income in the third quarter of 2006, which is included in Trading gains and settiements
on swaps in the Consolidated Statements of Income. Earnings include the increase or decrease in fair value of these
derivative instruments.

Rate Lock Commitments

The Company enters into commitments to originate loans whereby the interest rate on the prospective loan is
determined prior to funding (“rate lock commitments™”). Rate lock commitments on mortgage loans that are intended
to be sold are considered to be derivatives. Accordingly, such commitments, along with any related fees received
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from potential borrowers, are recorded at fair value as derivative assets or liabilities, with changes in fair value

recorded in net gain or loss on sale of mortgage loans. The fair value of rate lock commitments was immaterial in
2006 and 2005.

PREMISES AND EQUIPMENT: Land is carried at cost. Buildings and equipment are carried at cost, less
accumulated depreciation computed on a straight line basis over the estimated useful lives of 10 to 40 years for
buildings and 5 to 15 years for furniture, fixtures and equipment.

OTHER REAL ESTATE: Other real estate includes all real estate, other than bank premises, owned or controlled
by the bank, including real estate acquired in settlement of loans. Properties are recorded at the balance of the loan or
at estimated fair value less estimated selling costs, whichever is less, at the date acquired. Subsequent to foreclosure,
management periodically performs valuations and the assets are carried at the lower of cost or fair value less
estimated selling costs. Revenue and expenses from operations, gain or loss on sale and changes in the valuation
allowance are included in net expenses from foreclosed assets. Real estate owned and foreclosed property totaled
$2,008,000 and $257,000 at December 31, 2006 and 2005, respectively. There was no allowance for losses on
foreclosed property at December 31, 2006 and 2005.

GOODWILL: Goodwill is accounted for in accordance with SFAS No. 142, Goodwill and Other Intangible Assets,
and accordingly is not amortized but is evaluated at least annually for impairment.

TRANSFERS OF FINANCIAL ASSETS: Transfers of financial assets are accounted for as sales when control
over the assets has been surrendered. Control over transferred assets is deemed to be surrendered when 1) the assets
have been isolated from the Company, 2) the transferee obtains the right, free of conditions that constrain it from
taking advantage 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 to repurchase them before their maturity.

INCOME TAXES: The Company and all subsidiaries file a consolidated federal income tax return on a calendar
year basis. Deferred income tax assets and liabilities are determined using the liability (or balance sheet) method.
Under this method, the net deferred tax asset or liability is determined based on the tax effects of the temporary
differences between the book and tax bases of the various balance sheet assets and liabilities and gives current
recognition to changes in tax rates and laws. The measurement of deferred tax assets is reduced, if necessary, by the
amount of any tax benefits that, based on available evidence, are not expected to be realized.

STOCK COMPENSATION PLANS: The Company issues stock options under various plans to directors, officers
and other key employees. Effective January 1, 2006, the Company accounts for its options under SFAS No. 123(R),
Share-Based Payments (see Note 15). Under the provisions of SFAS No. 123(R), the Company has adopted a fair
value based method of accounting for employee stock compensation plans, whereby compensation cost is measured at
the grant date based on the value of the award and is recognized over the service period, which is usually the vesting
period. As a result, compensation expense relating to stock options is reflected in net income as part of “Salaries and
employee benefits” on the Consolidated Statement of Income. The Company’s practice has been to grant options at
no less than the fair market value of the stock at the grant date.

Prior to January 1, 2006, the Company had accounted for stock options in accordance with Accounting Principles
Board Opinion (“APB”) No. 25, Accounting for Stock Issued to Employees, whereby no compensation cost is
recognized for stock options with no intrinsic value, defined as the difference between the Company’s market price of
its stock at the option grant date and the amount an employee must pay to acquire the stock. No compensation cost
was recognized for intrinsic value during the years ended December 31, 2005 and 2004. In 2005, $470,000 in
compensation expense was incurred as a result of accelerated vesting of outstanding unvested option awards.
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The following table illustrates the effect on net income and earnings per share if the Company had applied the fair
value recognition provisions of SFAS No. 123(R) for stock options for the years ended December 31, 2005 and 2004.

Years Ended December 31,

(dollars in thousands, except per share data) 2005 2004
Reported net income $ 22,000 $ 27.339
Deduct: Stock option compensation expense under the fair

value method, net of related tax effect 4,968 1,340
Pro forma net income $ 17,032 $ 25,999
Reported net income per common share $ 240 $ 3.26
Pro forma net income per common share 1.86 3.10
Reported net income per common share—assuming dilution 2.24 3.01
Pro forma net income per common share-assuming dilution 1.74 2.88

See Note 15 for additional information on the Company’s stock compensation plans.

EARNINGS PER COMMON SHARE: Basic earnings per share represents income available to common
shareholders divided by the weighted average number of common shares outstanding during the period. Diluted
earnings per share reflects additional common shares that would have been outstanding if dilutive potential common
shares had been issued, as well as any adjustment to income that would result from the assumed issuance. Potential
common shares that may be issued by the Company relate to outstanding stock options, warrants and unvested
restricted stock, and are determined using the treasury stock method.

COMPREHENSIVE INCOME: Accounting principles generally require that recognized revenue, expenses, gains
and losses be included in net income. Although certain changes in assets and liabilities, such as unrealized gains and
losses on available for sale securities, are reported as a 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 about Segments of an Enterprise and Related
Information, requires the reporting of information about a company’s operating segments using a “management
approach.” The Statement requires that reportable segments be identified based upon those revenue-producing
components for which separate financial information is produced internally and are subject to evaluation by the chief
operating decision maker in deciding how to allocate resources to segments.

The Company has evaluated its potential operating segments against the criteria specified in the Statement and has
determined that no operating segment disclosures are required in 2006, 2005, or 2004.

EFFECT OF NEW ACCOUNTING PRONOUNCEMENTS:

In February 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 155, Accounting for
Certain Hybrid Financial Instruments-an amendment of FASB Statements No. 133 and 140, (“SFAS No. 1557).
SFAS No. 155 resolves issues addressed in SFAS No. 133 Implementation Issue No. D1, “Application of Statement
133 to Beneficial Interests in Securitized Financial Assets.” SFAS No. 155 permits fair value remeasurement for any
hybrid financial instrument that contains an embedded derivative that otherwise 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 interests in securitized financial assets to identify interests that are freestanding derivatives or
that are hybrid financial instruments that contain an embedded derivative requiring bifurcation, clarifies that
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concentrations of credit risk in the form of subordination are not embedded derivatives, and amends SFAS No. 140 to
eliminate the prohibition on a qualifying special-purpose entity from holding a derivative financial instrument that
pertains to a beneficial interest other than another derivative financial instrument. SFAS No. 155 is effective for all
financial instruments acquired or issued after the beginning of an entity’s first fiscal year that begins after
September 15, 2006. The Company anticipates that the adoption of SFAS No. 155 will not have a material impact on
the Company’s financial position or results of operations.

In December 2005, the FASB issued FSP 94-6-1, Terms of Loan Products That May Give Rise to a Concentration of
Credit Risk. FSP defines in what circumstances the terms of Joan products give rise to a concentration of credit risk
and provides disclosure guidance and accounting considerations for entities that originate, hold, guarantee, service, or
invest in loan products whose terms may give rise to a concentration of credit risk. Adoption of FSP 94-6-1 had no
impact on the Company’s financial position or results of operations.

In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets, an amendment of
SFAS No. 140. SFAS No. 156 requires an entity to recognize a servicing asset or servicing liability each time it
undertakes an obligation to service a financial asset by entering into a servicing contract in selected situations;
requires all separately recognized servicing assets and servicing liabilities to be initially measured at fair value, if
practicable; permits an entity to choose either the amortization or fair value measurement method for each class of
separately recognized servicing assets and servicing liabilities; at its initial adoption, permits a one-time
reclassification of available-for-sale securities to trading securities by entities with recognized servicing rights,
without calling into question the treatment of other available-for-sale securities under SFAS No. 115, provided that
the available-for-sale securities are identified in some manner as offsetting the entity’s exposure to changes in fair
value of servicing assets or servicing liabilities that a servicer elects to subsequently measure at fair value; and
requires separate presentation of servicing assets and servicing liabilities subsequently measured at fair value in the
statement of financial position and additional disclosures for all separately recognized servicing assets and servicing
liabilities. This Statement is effective as of the beginning of an entity’s first fiscal year that begins after September 15,
2006. The Company anticipates that the adoption of SFAS No. 156 will not have a material impact on the Company’s
financial position or results of operations.

In June 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes (“FIN 487).
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in financial statements in accordance with
SFAS No. 109, Accounting for Income Taxes. The Interpretation also prescribes a recognition threshold and
measurement attribute for recognition in financial statements of the recognition and measurement of a tax position
taken in a tax return. FIN 48 prescribes that a company should use a more-likely-than-not recognition threshold based
on the technical merits of the tax position taken. Tax positions that meet the more-likely-than-not threshold should be
measured in order to determine the tax benefit to be recognized in the financial statements. This Statement is effective
as of the beginning of the first fiscal year that begins after December 15, 2006. The Company anticipates that the
adoption of FIN 48 will not have a material impact on the Company’s financial position or results of operations.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurement. SFAS No. 157 provides enhanced
guidance for using fair value to measure assets and liabilities. The standard also responds to investors’ requests for
expanded information about the extent to which companies measure assets and liabilities at fair value, the information
used to measure fair value, and the effect of fair value measurements on earnings, and applies whenever other
standards require or permit assets or liabilities to be measured at fair value. Under the standard, fair value refers to the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants in the market in which the reporting entity transacts. SFAS No. 157 clarifies the principle that fair value
should be based on the assumptions market participants would use when pricing the asset or liability. In support of
this principle, SFAS No. 157 establishes a fair value hierarchy that prioritizes the information used to develop those
assumptions. Under the standard, fair value measurements would be separately disclosed by level within the fair value
hierarchy. The Statement is effective for financial statements issued for fiscal years beginning after November 15,
2007, and interim periods within those fiscal years. The Company is currently evaluating the effect the standard will
have on its results of operations and financial condition.

In September 20006, the FASB issued SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans. The Statement requires an employer to recognize the overfunded or underfunded status of a
defined benefit postretirement plan as an asset or liability in its statement of financial position and to recognize
changes in that funded status in the year in which the changes occur through comprehensive income. The Company
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does not have a defined benefit pension plan or other plan subject to the Statement and thus the standard will have no
effect on the result of operations and financial condition of the Company.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities. SFAS No. 159 provides the Company with an option to report selected financial assets and liabilities at
fair value and establishes presentation and disclosure requirements to facilitate reporting between companies. The fair
value option established by this Statement permits the Company to choose to measure eligible items at fair value at
specified election dates. The Company shall then report unrealized gains and losses on items for which the fair value
option has been elected in earnings at each reporting date subsequent to implementation. The Statement is effective
for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those

fiscal years. The Company is currently evaluating the effect the standard will have on its results of operations and
financial condition.

RECLASSIFICATIONS: Certain reclassifications have been made to the 2005 and 2004 consolidated financial
statements in order to conform to the classifications adopted for reporting in 2006.

NOTE 2 - ACQUISITION ACTIVITY:

Alliance Bank of Baton Rouge

The Company completed the acquisition 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 stock valued at
$15,496,000. The shares were valued by using the average of the closing prices of the Company’s stock for the three
trading days immediately prior to and after the date of the definitive agreement. This acquisition expanded the
Company’s presence into Baton Rouge, Louisiana.

The Alliance transaction resulted in $5.2 million of goodwill and $1.2 million of core deposit intangibles. The
goodwill acquired is not tax deductible. The amount allocated to the core deposit intangible was determined by an

independent valuation and is being amortized over the estimated useful life of seven years using the straight line
method.

In the acquisition, shareholders of Alliance received total consideration of $16.18 per outstanding share of Alliance

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

(dollars in thousands) Amount
Cash and due from banks $ 4,320
Investment securities 11,218
Loans, net 53,125
Premises and equipment, net 1,125
Goodwill 5,169
Core deposit and other intangibles 1,200
Other assets 1,970
Deposits (61,772)
Other liabilities (859)

Total purchase price $ 15496

The results of operations of the acquired company subsequent to the acquisition date are included in the Company’s
consolidated statements of income.

American Horizons Bancorp, Inc.

The Company completed the acquisition of 100% of the outstanding stock of American Horizons Bancorp, Inc. of
Monroe (“American Horizons”) on January 31, 2005 in exchange for 990,435 shares of the Company’s common
stock valued at $47,744,000 and $653,000 in cash. The shares were valued by using the average of the closing prices
of the Company’s stock for the ten trading days five days prior to the definitive agreement. The acquisition expanded
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the Company’s presence in North Louisiana.

The American Horizons transaction resulted in $28.1 million of goodwill and $5.0 million of core deposit intangibles.
The goodwill acquired is not tax deductible. The amount allocated to the core deposit intangible was determined by
an independent valuation and is being amortized over the estimated useful life of ten years using the straight line
method.

In 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 and cash. The
combination was accounted for as a purchase with the purchase price allocated as follows:

(dollars in thousands) Amount
Cash and due from banks $ 21,389
Investment securities 11.504
Loans, net 194,698
Premises and equipment, net 7,238
Goodwill 28,087
Core deposit and other intangibles 5,039
Other assets 8,988
Deposits (192,653)
Borrowings (34,207)
Other liabilities (1,686)
Total purchase price $ 48,397

The results of operations of the acquired company subsequent to the acquisition date are included in the Company’s
consolidated statements of income. The following pro forma information for the years ended December 31, 2005 and
2004 reflects the Company’s estimated consolidated results of operations as if the acquisition of American Horizons
occurred at January 1 of the respective period, unadjusted for potential cost savings.

(dollars in thousands, except per share data) 2005 2004

Interest and noninterest income $ 163,054 $ 150,893
Net Income 22,161 30.139
Earnings per share — basic $ 2.40 $ 322
Earnings per share — diluted $ 2.24 $ 2.99

Acquisitions completed subsequent to year-end

On January 31, 2007, the Company acquired all of the outstanding stock of Pulaski Investment Corporation
(“Pulaski™), the holding company for Pulaski Bank and Trust of Little Rock, Arkansas, for 1,133,064 shares of the
Company’s common stock and cash of $65.0 million. Based on the closing price of IBERIABANK Corporation’s
common stock on January 31, 2007, the transaction had a total value of approximately $131 million. The acquisition
extends the Company’s presence into central Arkansas and other states through its mortgage subsidiary, Pulaski
Mortgage Company. The transaction will be accounted for under the purchase method of accounting. At December
31, 2006, total assets of Pulaski were approximately $500 million, including loans totaling $355 million, and total

deposits were $423 million. Pulaski shareholders are projected to control approximately 9% of the pro forma
combined company.

On February 1, 2007, the Company acquired all of the outstanding stock of Pocahontas Bancorp, Inc. (“Pocahontas™),
the holding company for First Community Bank of Jonesboro, Arkansas, for 1,287,793 shares of the Company’s
common stock. The transaction had a total value of $75 million. The acquisition extends the Company’s presence
into Northeast Arkansas. The transaction will be accounted for under the purchase method of accounting. At
December 31, 2006, total assets of Pocahontas were approximately $723 million, including loans of $423 million, and
total deposits were $575 million. Pocahontas sharcholders are projected to control approximately 10% of the pro
forma combined company.
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NOTE 3 - INVESTMENT SECURITIES:

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

Gross Gross
Amortized Unrealized Unrealized Fair
(dollars in thousands) Cost Gains Losses Value
December 31, 2006
Securities available for sale:
U.S. Government-sponsored enterprise
obligations $ 169,684 $ 355 $ 234) $ 169,805
Obligations of state and political
Subdivisions 40,204 645 (195) 40,654
Mortgage backed securities 354,300 360 (6,287) 348,373
Total securities available for sale $ 564,188 $ 1,360 §$ 6,716) $ 558,832

Securities held to maturity:
U.S. Government-sponsored enterprise

obligations $ 8,063 § - % (171 8 7,892
Obligations of state and political
Subdivisions 9,038 259 - 9.297
Mortgage backed securities 5.419 80 (11) 5.488
Total securities held to maturity $ 22520 §$ 339§ (182) $ 22,677
December 31, 2005

Securities available for sale:
U.S. Government-sponsored enterprise

obligations $ 98.839 $ 12 $ (1,408) $ 97.443
Obligations of state and political

Subdivisions 39,191 827 (287) 39,731
Mortgage backed securities 415,219 49 (8,947) 406,321

Total securities available for sale $ 553,249 % 888 % (10,642) $ 543,495

Securities held to maturity:
U.S. Government-sponsored enterprise

obligations $ 8,075 $ - 3 (180) $ 7.895
Obligations of state and political

Subdivisions 13,285 271 ) 13,547
Mortgage backed securities 7,727 202 (34) 7,895

Total securities held to maturity $ 29,087 $ 473 % 223) $ 29,337

Securities with carrying values of $488,592,000 and $409,668,000 were pledged to secure public deposits and other
borrowings at December 31, 2006 and 2005, respectively.

Management evaluates securities for other-than-temporary impairment at least quarterly, and more frequently when
economic or market concerns warrant such evaluation. Consideration is given to 1) the length of time and the extent
to which the fair value has been less than cost, 2) the financial condition and near-term prospects of the issuer, and 3)
the intent and ability of the Company to retain its investment in the issuer for a period of time sufficient to allow for
any anticipated recovery in fair value. In analyzing an issuer’s financial condition, management considers whether the
securities are issued by the federal government or its agencies, whether downgrades by bond rating agencies have
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occurred, and industry analysts’ reports. As of December 31, 2006, management’s assessment concluded that no

declines are deemed to be other than temporary.

Information pertaining to securities with gross unrealized losses at December 31, 2006, aggregated by investment
category and length of time that individual securities have been in a continuous loss position, follows:

Less Than Twelve Months Over Twelve Months Total
Gross Gross Gross
Unrealized Fair Unrealized Fair Unrealized Fair
(dollars in thousands) Losses Value Losses Value Losses Value
December 31, 2006
Securities available for sale:
U.S. Government-sponsored enterprise obligations $ (122) 69,943 (112) 20,735 (234) 90,678
Obligations of state and political subdivisions 17 5,161 (178) 15,947 (195) 21,108
Mortgage backed securities (318) 46,304 (5,969) 248,347 (6,287) 204,651
Total securities available for sale $ (457) 121,408 (6,259) 285,029 (6,716) 406,437
Securities held to maturity:
U.S. Government and federal agency obligations  $ - - (171) 7,892 (171) 7,892
Obligations of state and political subdivisions - - - - -
Mortgage backed securities 2) 922 (8) 661 (10) 1,583
Total securities held to maturity $ 2) 922 (179) 8,553 (181) 9,475
December 31, 2005
Securities available for sale:
U.S. Government and federal agency obligations  $ (226) 35,656 (1,182) 40,504 (1,408) 76,160
Obligations of state and political subdivisions (234) 17,446 (53) 2,525 (287) 19,971
Mortgage backed securities (3,294) 226,571 (5,653) 164,497 (8,947) 391,068
Total securities available for sale $ (3.754) 279,673 (6,888) 207.526 (10,642) 487,199
Securities held to maturity:
U.S. Government and federal agency obligations ~ $ 92) 4,998 (88) 2,898 (180) 7.896
Obligations of state and political subdivisions O] 1,001 - ) 1,001
Mortgage backed securities - - (34) .839 (34) 1,839
Total securities held to maturity $ (101) 5,999 (122) 737 (223) 10,736

At December 31, 2006, 211 debt securities have unrealized losses of 1.6% of the securities’” amortized cost basis and
1.2% of the Company’s total amortized cost basis. The unrealized losses for each of the 211 securities relate
principally to market interest rate changes. 168 of the 211 securities have been in a continuous loss position for over
twelve months. The 168 securities were primarily issued by either Federal National Mortgage Association (Fannie
Mae), Federal Home Loan Mortgage Corporation (Freddie Mac) or by state and political subdivisions (Municipals)
and are rated AAA or Aaa by Standard and Poor’s or Moody’s, respectively. The securities have an aggregate
amortized cost basis and unrealized loss of $300,019,000 and $6,438,000, respectively. As management has the
ability to hold debt securities until maturity, or for the foreseeable future if classified as available for sale, no declines
are deemed to be other than temporary.

At December 31, 2005, 198 securities have unrealized losses of 2.1% of the Company’s amortized cost basis. The
unrealized losses for each of the 198 securities relate principally to market interest rate changes. 72 of the 198
securities have been in a continuous loss position for over twelve months. The 72 securities were primarily issued by
either Federal National Mortgage Association (Fannie Mae), Federal Home Loan Mortgage Corporation (Freddie
Mac) or Government National Mortgage Association (Ginnie Mae) and are rated AAA or Aaa by Standard and Poor’s
or Moody’s, respectively. The 72 securities have an aggregate amortized cost basis and unrealized loss of
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$219,273,000 and $7,010,000, respectively. As management has the ability to hold debt securities until maturity, or
for the foreseeable future if classified as available for sale, no declines are deemed to be other than temporary.

The amortized cost and estimated fair value by maturity of investment securities at December 31, 2006 are shown in
the following table. Securities are classified according to their contractual maturities without consideration of
principal amortization, potential prepayments or call options. Accordingly, actual maturities may differ from
contractual maturities.

Securities Securities
Available for Sale Held to Maturity
Weighted Weighted
Average Amortized Fair Average Amortized Fair
(dollars in thousands) Yield Cost Value Yield Cost Value
Within one year or less 5.08% $ 57961 § 57.882 -3 -8 -
One through five years 4.93 139,950 139,390 3.90 8,732 8,553
After five through ten years 4.61 104,713 103,941 4.62 6.060 6,259
Over ten years 4.85 261,564 257,619 5.75 7.728 7.865
Totals 485% § 564,188 $ 558,832 473% $ 22,520 § 22,677

The following is a summary of realized gains and losses from the sale of securities classified as available for sale, the
tax benefit (provision) of which is calculated at the federal income tax rate of 35%.

Years Ended December 31,

(dollars in thousands) 2006 2005 2004

Realized gains $ - 3 386 $ 748

Realized losses (4.087) 425) 50)
Net realized gains (losses) $ 4,087) $ 39 3 698

At December 31, 2006, the Company’s exposure to three investment security issuers individually exceeded 10% of
shareholders’ equity:

(dollars in thousands) Amortized Cost Market Value
Federal National Mortgage Association (Fannie Mae) $ 271,854 $ 268,483
Federal Home Loan Mortgage Corporation (Freddie Mac) 166,333 163,919
Federal Home Loan Bank (FHLB) 76,623 76.503
Balance, end of year $ 514,810 $ 508,905
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NOTE 4 - LOANS RECEIVABLE:

Loans receivable at December 31, 2006 and 2005 consists of the following:

(dollars in thousands) 2006 2005
Residential mortgage loans:
Residential 1-4 family 431,585 $ 430,111
Construction 45.285 30,611
Total residential mortgage loans 476,870 460,722
Commercial loans:
Real estate 750,051 545,868
Business 461,048 376,966
Total commercial loans 1.211.099 922.834
Consumer loans:
Indirect automobile 228.301 229,646
Home equity 233,885 230,363
Other 83,847 74,951
Total consumer loans 546,033 534,960
Total loans receivable 3 2,234,002 $ 1,918,516

Loans receivable includes approximately $634,019,000 and $567,881,000 of adjustable rate loans and
$1.599,983,000 and $1,350,635,000 of fixed rate loans at December 31, 2006 and 2003, respectively. The amount of
loans for which the accrual of interest has been discontinued totaled approximately $2,701,000 and $4,773,000 at
December 31, 2006 and 2005, respectively. The amount of interest income that would have been recorded in 2006,
2005 and 2004 if these loans had been current in accordance with their original terms was approximately $227,000,
$289,000 and $322,000, respectively. Accruing loans past due 90 days or more total $310,000 and $1,003,000 as of

December 31, 2006 and 2005, respectively.

A summary of changes in the allowance for loan losses for the years ended December 31, 2006, 2005 and 2004 is as

follows:

(dollars in thousands)

2006 2005 2004
Balance. beginning of year 38,082 § 20,116  § 18,230
Addition due to purchase transaction - 4,893 587
Adjustment for loans transferred to held for sale - (350) -
Provision charged (reversed) to operations (7,803) 17,069 4,041
Loans charged-off (2,621) (5,541) 4,112)
Recoveries 2,264 1,895 1.370
Balance, end of year 29,922 $ 38,082 $ 20,116
The following is a summary of information pertaining to impaired loans as of December 31:

(dollars in thousands) 2006 2005

Impaired loans without a valuation allowance $ - 3 -

Impaired loans with a valuation allowance 5,617 5,484

Total impaired loans $ 5617 § 5,484

Valuation allowance related to impaired loans $ 1,333 § 1,248
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(dollars in thousands) 2006 2005 2004

Average investment in impaired loans $ 5182 $ 6,581 $ 4,128
Interest income recognized on impaired loans 419 344 149
Interest income recognized on a cash basis on impaired loans 454 324 175

As of December 31, 2006, the Company was not committed to lend additional funds to any customer whose loan was
classified as impaired.

The Company acquires loans individually and in groups or portfolios. Under AICPA Statement of Position (SOP) 03-
3, for certain acquired loans that have experienced deterioration of credit quality between origination and the
Company’s acquisition of the loans, the amount paid for a loan reflects the Company’s determination that it is
probable the Company will be unable to collect all amounts due according to the loan’s contractual terms. At
acquisition, the Company reviews each loan to determine whether there is evidence of deterioration of credit quality
since origination and if it is probable that the Company will be unable to collect all amounts due according to loan’s
contractual terms. If both conditions exist, the Company determines whether each such loan is to be accounted for
individually or whether such loans will be assembled into pools of loans based on common risk characteristics. The
Company considers expected 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 at acquisition as an amount that should not be accreted (nonaccretable difference). The remaining amount,
representing the excess of the loan’s or pool’s cash flows expected to be collected over the amount paid, is accreted
into interest income over the remaining life of the loan or pool (accretable yield).

Over the life of the loan or pool, the Company continues to estimate cash flows expected to be collected. The
Company evaluates at the balance sheet date whether the present value of its loans determined using the effective
interest rates has decreased and if so, recognizes a loss. For any remaining increases in cash flows 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 loans through the American Horizons acquisition which are
subject to SOP 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, 2006, there was no valuation allowance associated
with the remaining loan subject to SOP 03-3. The carrying value of this loan is included in the balance sheet amounts
of loans receivable as December 31. The carrying value of the loan was $49,000 at December 31, 2006.

The following is a summary of the loans acquired in the American Horizons acquisition during 2005, as well as the
changes in the accretable yields of those loans during 2006 and 2005.

(dollars in thousands)

Contractually required principal and interest at acquisition $ 8,489
Nonaccretable difference (expected losses and foregone interest) 1.673
Cash flows expected to be collected at acquisition 6,816
Accretable yield 2,326
Basis in acquired loans at acquisition $ 4,490
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(dollars in thousands) Accretable Yield

2006 2005
Balance. beginning of year $ 1.529 $ -
Additions - 2,326
Accretion (1,407) (68)
Transfers from nonaccretable difference to accretable yield - 353
Disposals - (1,082)
Balance, end of year $ 122 % 1,529

NOTE 5 - LOAN SERVICING:

Loans serviced for others are not included in the accompanying consolidated balance sheets. The unpaid principal
balances of loans serviced for others were $33,909,000 and $36,007,000 at December 31, 2006 and 2005,
respectively. Custodial escrow balances maintained in connection with the foregoing portfolio of loans serviced for
others, and included in demand deposits, were approximately $26,000 and $60,000 at December 31, 2006 and 2005,
respectively.

The balance of mortgage servicing rights was $42,000 and $96.000 at December 31, 2006 and 20035, respectively.

NOTE 6 - PREMISES AND EQUIPMENT:

Premises and equipment at December 31, 2006 and 2005 consists of the following:

(dollars in thousands) 2006 2005
Land $ 19,579 % 14,932
Buildings 47,062 35.292
Furniture, fixtures and equipment 30,929 27,298
Total premises and equipment 97,570 77,522
Less accumulated depreciation 26.563 22,512
Total premises and equipment, net $ 71.007 $ 55,010

Depreciation expense was $4,201,000, $3,833,000 and $2,971,000 for the years ended December 31, 2006, 2005 and
2004, respectively.

The Company actively engages in leasing office space it has available. Leases have different terms ranging from
monthly rental to five-year leases. At December 31, 2006, lease income was $96,000 per month. Total lease income
for 2006, 2005 and 2004 was $1,101,000, 1,148,000, and $1,023,000, respectively. Income from leases is reported as
a reduction in occupancy and equipment expense. The total allocated cost of the portion of the buildings held for
lease at December 31, 2006 and 2005 was $7,066,000 and $7,416,000, respectively, with related accumulated
depreciation of $1,813,000 and $1,647,000, respectively.

The Company leases certain branch offices, land and ATM facilities through non-cancelable operating leases with
terms that range from one to fifteen years, with renewal options thereafter.  Certain of the leases have escalation
clauses and renewal options ranging from three to ten years. Total rent expense for the years ended December 31,
2006, 2005 and 2004 amounted to $1,093,000, $1,017,000 and $963,000, respectively.

75



Minimum future annual rent commitments under these agreements for the indicated periods follow:

(dollars in thousands) Amount
Year Ending December 31,

2007 $ 1,252

2008 1,136

2009 1,095

2010 1,014

2011 787

2012 and thereafter 3,039

Total $ 8,323

NOTE 7 - GOODWILL AND OTHER INTANGIBLE ASSETS:

Effective January 1, 2002, the Company adopted the requirements of SFAS No. 142, Goodwill and Other Intangible
Assets. Under SFAS No. 142, goodwill and intangible assets deemed to have indefinite lives are no longer amortized

but are subject to annual impairment tests in accordance with the provisions of SFAS No. 142. Other intangible assets
continue to be amortized over their useful lives.

The Company performed the required annual impairment tests of goodwill as of October 1, 2006 and 2005. 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, 2006 and 2005 are provided in the

following table. Other goodwill adjustments represent tax-related adjustments to finalize goodwill for recently-
completed acquisitions.

(dollars in thousands) Amount
Balance, December 31, 2004 $ 64,732
Goodwill acquired during year 28,475
Other goodwill adjustments 40)
Balance, December 31, 2005 $ 93,167
Other goodwill adjustments (388)
Balance, December 31, 2006 $ 92,779

The Company’s purchase accounting intangible assets from prior acquisitions which are subject to amortization
include core deposit intangibles, amortized on a straight line or accelerated basis over an 8.9 year average, and
mortgage servicing rights, amortized over the remaining servicing life of the loans, with consideration given to
prepayment assumptions. The definite-lived intangible assets had the following carrying values:

December 31, 2006 December 31, 2005
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated  Carrying
(dollars in thousands) Amount  Amortization Amount Amount Amortization Amount
Core deposit intangibles $ 10,282 $ 3,991 $ 6291 $ 10,282 $ 2,873 $ 7,409
Mortgage servicing rights 313 304 9 313 269 44
Total $ 10,595 $ 4295 $ 6300 $ 10,595 $ 3,142 $ 7,453
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The related amortization expense of purchase accounting intangible assets from prior acquisitions follows:

(dollars in thousands) Amount
Aggregate amortization expense:

For the year ended December 31, 2004 $ 964
For the year ended December 31, 2005 1,265
For the year ended December 31, 2006 1,154

Estimated amortization expense:

For the year ended December 31, 2007 $ 1.048
For the year ended December 31, 2008 1,035
For the year ended December 31, 2009 1,035
For the year ended December 31, 2010 1,035
For the year ended December 31, 2011 592
For the years ended December 31, 2012 and thereafter 1,555

NOTE 8 - DEPOSITS:

Certificates of deposit with a balance of $100,000 and over were $374,775,000 and $311,470,000 at December 31,

2006 and 2005, respectively. A schedule of maturities of all certificates of deposit as of December 31, 2006 is as
follows:

(dollars in thousands) Amount
Year Ending December 31,

2007 $ 648.290

2008 153,834

2009 23,616

2010 14,033

2011 7.338

2012 and thereafter 3,767

Total $ 850,878

NOTE 9 - SHORT-TERM BORROWINGS:

Short-term borrowings at December 31, 2006 and 2005 are summarized as follows:

(dollars in thousands) 2006 2005

Securities sold under agreements to repurchase 5 102,605 $ 68.104

Federal Home Loan Bank advances 100,000 745
Total short-term borrowings $ 202,605 $ 68,849

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

The short-term borrowings at December 31, 2006 consist of FHLB advances with maturity terms of seven and ninety

days, at fixed interest rates ranging from 5.19% to 5.35%. The short-term borrowings at December 31, 2005 consist
of one FHLB advance with a maturity term of one year, at a fixed interest rate of 4.22%.
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(dollars in thousands) 2006 2005 2004

Outstanding at December 31 $ 202,605 $ 68.849 $ 236453
Maximum month-end outstandings 203,274 199,574 246,354
Average daily outstandings 116,165 143,100 188,589
Average rate during the year 3.37% 2.37% 1.40%
Average rate at year end 4.25% 1.83% 2.01%

NOTE 10 - LONG-TERM DEBT:

Long-term debt at December 31, 2006 and 2005 is summarized as follows:

(dollars in thousands) 2006 2005
Federal Home Loan Bank notes at:
5.320 to 5.421% variable, 3 month LIBOR index $ 55,000 $ 55,000
2.907 to 7.283% fixed 129,325 157,931
Junior subordinated debt:
Statutory Trust I, 3 month LIBOR" plus 3.25% 10,310 10,310
Statutory Trust 11, 3 month LIBOR plus 3.15% 10,310 10,310
Statutory Trust III, 3 month LIBOR plus 2.00% 10,310 10,310
Statutory Trust IV, 3 month LIBOR plus 1.60% 15,464 -
American Horizons Statutory Trust I, 3 month LIBOR plus 3.15% 6.278 6,351
Total long-term debt $ 236,997 $ 250,212

™ The interest rate on the Company’s junior subordinated debt is based on the 3-month LIBOR rate. At December 31, 2006, the
3-month LIBOR rate was 5.36%.

FHLB advance repayments 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 mortgage loans and a secondary
pledge of FHLB stock and FHLB demand deposits. Total additional advances available from the FHLB at December
31, 2006 were $454,159,000 under the blanket floating lien and $ 33,469,000 with a pledge of investment securities.
The weighted average rate at December 31, 2006 was 5.07%.

In January 2007, the Company used the proceeds from an additional $20,000,000 in long term debt to fund its
acquisition of Pulaski Investment Corporation.

The Company and the Bank also have various funding arrangements with commercial banks providing up to
$80,000,000 in the form of federal funds and other lines of credit. At December 31, 2006, 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 $52,672,000 in 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.

Issues of $10,310,000 each were completed in November 2002, June 2003 and September 2004 and an issue of
$15,464,000 was completed in October 2006. The Company used the proceeds from the October issuance to fund its
acquisition of Pulaski Investment Corporation in January 2007. The remaining issue of $6,278,000, which was
completed in March 2003, was assumed in the American Horizons acquisition. The debentures qualify as Tier 1
Capital for regulatory purposes. The term of the securities is 30 years, and they are callable at par by the Company
anytime after 5 years. 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 a deferral period, the Company is subject to certain restrictions,
including being prohibited from declaring dividends to its common shareholders.
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Advances and long-term debt at December 31, 2006 have maturities or call dates in future years as follows:

(dollars in thousands) Amount
Year Ending December 31,
2007 $ 36,339
2008 43,640
2009 77,905
2010 37,166
2011 17,619
2012 and thereafter 24,328
Total $ 236,997

NOTE 11 - ON-BALANCE SHEET DERIVATIVE INSTRUMENTS AND HEDGING
ACTIVITIES:

The Company has stand alone derivative financial instruments in the form of interest rate swap agreements and rate
lock agreements, which derive their value from underlying interest rates. These transactions involve both credit and
market risk. The notional amounts are amounts on which calculations, payments, and the value of the derivatives are
based. Notional amounts do not represent direct credit exposures. Direct credit exposure is limited to the net
difference between the calculated amounts to be received and paid, if any. Such difference, which represents the fair
value of the derivative instruments, is reflected on the Company's balance sheet in other assets and other liabilities.

The Company is exposed to credit-related losses in the event of nonperformance by the counterparties to these
agreements. The Company controls the credit risk 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.

Derivative instruments are generally either negotiated over-the-counter (OTC) contracts or standardized contracts
executed on a recognized exchange. Negotiated OTC derivative contracts are generally entered into between two
counterparties that negotiate specific agreement terms, including the underlying instrument, amount, exercise prices
and maturity.

At December 31, 2006 and 2005, the information pertaining to outstanding interest rate swap agreements is as
follows:

(dollars in thousands) 2006 2005
Notional amount $ 134,516 $ 63,650
Weighted average pay rate 4.8% 4.1%
Weighted average receive rate 5.2% 3.5%
Weighted average maturity in years 5.8 4.6
Unrealized gain (loss) relating to interest rate swaps $ 270 $ 1,093

No interest rate swap agreements were terminated prior to maturity in 2006. Changes in the fair value of interest rate
swaps designated as hedging instruments of the variability of cash flows associated with long-term debt are reported
in other comprehensive income. These amounts subsequently are reclassified into interest income and interest expense
as a yield adjustment in the same period in which the related interest on the long-term debt affects earnings. As a
result of these interest rate swaps, interest expense was decreased by $87,000 for the year ended December 31, 2006
and increased by $389,000 for the year ended December 31, 2005. Net cash settlements received on interest rate
swaps not qualifying for hedge accounting in 2006 amounted to $527,000 and are reported in noninterest income.

Risk management results for the years ended December 31, 2006 and 2005 related to the balance sheet hedging of

long-term debt indicate that the hedges were 100% effective and that there was no component of the derivative
instruments’ gain or loss which was excluded from the assessment of hedge effectiveness.
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NOTE 12 - INCOME TAXES:

The provision for income tax expense consists of the following:

Years Ended December 31,
(dollars in thousands) 2006 2005 2004
Current federal expense $ 7518 $ 8784 § 8,400
Deferred federal expense 4,381 (3.,236) 1,816
Tax credits 927) (568) (484)
Tax benefits attributable to items charged to equity 2.981 2.452 1,836
Total income tax expense $ 13953  §$ 7432 § 11.568

There was a balance receivable of federal income taxes of $2,216,000 and balance due of $2,366,000 at December

31, 2006 and 2003, respectively.

The provision for federal income taxes differs from the amount computed by

applying the federal income tax statutory rate of 35 percent on income from operations as indicated in the following

analysis:
Years Ended December 31,
(dollars in thousands) 2006 2005 2004
Federal tax based on statutory rate $ 17377 % 10,301  $ 13,617
Increase (decrease) resulting from:
Effect of tax-exempt income (3.039) (2,831) (2,445)
Interest and other nondeductible expenses 555 372 263
Nondeductible ESOP expense - 149 625
Tax credits 927) (568) (484)
Other (13) (8)
Income tax expense $ 13953 $ 7432 $ 11.568
Effective rate 28.1% 25.3% 29.7%
The net deferred tax asset at December 31, 2006 and 2005 is as follows:
(dollars in thousands) 2006 2005
Deferred tax asset:
Allowance for loan losses $ 9973 % 12,803
Discount on purchased loans 22 521
Deferred compensation 695 426
Time deposits 154 391
Borrowings 1,048 1,468
Unrealized loss on investments classified as available for sale 1.874 3,414
Other 766 647
Subtotal 14,532 19,670
Deferred tax liability:
FHLB stock (1,022) (1,067)
Premises and equipment (3.534) (3,636)
Acquisition intangibles (5,838) (5,502)
Deferred loan costs (1,297) (1,074)
Unrealized gain on cash flow hedges (95) (487)
SWAP gain (281) -
Other (867) anm
Subtotal (12,934) (12,543)
Deferred tax asset, net $ 1,598  § 7.127
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Retained earnings at December 31, 2006 and 2005 included approximately $21,864,000 accumulated prior to January
1, 1987 for which no provision for federal income taxes has been made. If this portion of retained earnings is used in
the future for any purpose other than to absorb bad debts, it will be added to future taxable income.

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 and 39,761 shares at December 31, 2005 and
2004, respectively and the weighted average unvested shares in the Recognition and Retention Plan (“RRP”) of
333,753, 265,873, and 201,128 shares at December 31, 2006, 2005 and 2004, respectively. There were no shares
outstanding in the ESOP at December 31, 2006. Shares not included in the calculation of diluted EPS because they
are anti-dilutive were stock options of 57,643, 22,000 and 66,750 and RRP grants of 35,477, 27,171 and 16,875 at
December 31, 2006, 2005 and 2004, respectively. The following sets forth the computation of basic net income per
common share and diluted net income per common share.

Years Ended December 31,

2006 2005 2004
Numerator:
Income applicable to common shares $ 35,695,000 $ 22,000.000 $ 27,339,000
Denominator:
Weighted average common shares outstanding 9,401,245 9,154,994 8,377,008
Effect of dilutive securities:
Stock options outstanding 516,079 591,301 656.281
Warrants 9,185 11,099 8,838
Restricted stock grants 66.843 55,108 50,764
Weighted average common shares outstanding -
assuming dilution 9,993,352 9,812,502 9.092.891
Earnings per common share $ 380 $% 240 $ 3.26
Earnings per common share — assuming dilution $ 357 % 224 % 3.01

NOTE 14 - CAPITAL REQUIREMENTS AND OTHER REGULATORY MATTERS:

The Company on a consolidated basis and the Bank are subject to various regulatory capital requirements
administered by the federal and state banking agencies. Failure to meet minimum capital requirements can initiate
certain mandatory and possibly additional discretionary actions by regulators that, if undertaken, could have a direct
material effect on the Company’s financial statements. Under capital adequacy guidelines and the regulatory
framework for prompt corrective action, the Company and the Bank must meet specific capital guidelines that involve
quantitative measures of their assets, liabilities and certain off-balance sheet items as calculated under regulatory
accounting practices. The capital amounts and classification are also subject to qualitative judgments by the
regulators about components, risk weightings and other factors. Prompt corrective action provisions are not
applicable to bank holding companies.

Quantitative measures established by regulation to ensure capital adequacy require the Company and the Bank to
maintain minimum amounts and ratios of total and Tier 1 capital to risk-weighted assets and of Tier 1 capital to
average assets. Management believes, as of December 31, 2006 and 2005, that the Company and the Bank met all
capital adequacy requirements to which they are subject.

As of December 31, 2006, the most recent notification from the Federal Deposit Insurance Corporation categorized
the Bank as well capitalized under the regulatory framework for prompt corrective action. To be categorized as well
capitalized, an institution must maintain minimum total risk-based, Tier 1 risk-based and Tier 1 leverage ratios as set
forth in the following table. There are no conditions or events since the notification that management believes have
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changed the Bank’s category. The Company’s and the Bank’s actual capital amounts and ratios as of December 31,
2006 and 2005 are also presented in the table.

Actual Minimum Well Capitalized

(dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
December 31, 2006
Tier 1 leverage capital:

IBERIABANK Corporation $ 274,875 9.01% $ 121,971 4.00% $ NA N/A%

IBERIABANK 213.276 7.02 121,523 4.00 151,904 5.00
Tier 1 risk-based capital:

IBERIABANK Corporation 274,875 11.81 93,091 4.00 N/A N/A

IBERIABANK 213,276 9.19 92,876 4.00 139.313 6.00
Total risk-based capital:

IBERIABANK Corporation 303,976 13.06 186,183 8.00 N/A N/A

IBERIABANK 242311 10.44 185,751 8.00 232,189 10.00
December 31, 2005
Tier 1 leverage capital:

IBERIABANK Corporation $ 204,778 7.65% $ 107,073 4.00% $ NA N/A%

IBERTIABANK 187,674 7.03 106,844 4.00 133,554 5.00
Tier 1 risk-based capital:

IBERIABANK Corporation 204,778 10.70 76.562 4.00 N/A N/A

IBERIABANK 187,674 9.81 76,519 4.00 114,779 6.00
Total risk-based capital:

IBERIABANK Corporation 228,878 11.96 153,124 8.00 N/A N/A

IBERIABANK 211,761 11.07 153,039 8.00 191,298 10.00

NOTE 15 - SHARE-BASED COMPENSATION:

The Company has various types of share-based compensation plans. These plans are administered by the
Compensation Committee of the Board of Directors, which selects persons eligible to receive awards and determines
the number of shares and/or options subject to each award, the terms, conditions and other provisions of the awards.

EMPLOYEE STOCK OWNERSHIP PLAN: In 1995, the Company established an Employee Stock Ownership
Plan (“ESOP™) for the benefit of all eligible employees of the Bank. During 2003, the ESOP was fully funded and the
plan was merged into the Company’s 401(k) plan. The leveraged ESOP was accounted for in accordance with SOP
93-6, Employers' Accounting for Employee Stock Ownership Plans.

There was no cost related to the ESOP during 2006. Compensation cost related to the ESOP for the years ended
December 31, 2005 and 2004 was $530,000 and $2,221,000, respectively. The fair value of the unearned ESOP
shares, using the closing quoted market price per share at year end was approximately $686,000 at December 31,
2004. There were no unearned ESOP shares outstanding as of December 31, 2006 and 2005. A summary of the
ESOP share allocation as of December 31 of the year indicated is as follows:
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2005 2004

Shares allocated beginning of year 484,974 477,301

Shares allocated during the year 12,923 54,528

Shares distributed during the year (497,897) (46,855)
Allocated shares held by ESOP at year end - 484,974
Unreleased shares - 12,923
Total ESOP shares - 497,897

STOCK OPTION PLANS: The Company issues stock options under various plans to directors, officers and other
key employees. The option exercise price cannot be less than the fair value of the underlying common stock as of the
date of the option grant and the maximum option term cannot exceed ten years. The stock options granted were
issued with vesting periods ranging from one-and-a half to seven years. At December 31, 2006, future awards of
470,275 shares could be made under the stock option 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 to the date
of exercise. No SARs have been issued under the plans.

Effective January 1, 2006, the Company adopted SFAS No. 123 (R) utilizing the modified prospective method. Prior
to the adoption of SFAS No. 123(R), the Company accounted for stock option grants in accordance with APB
Opinion No. 25, “Accounting for Stock Issued to Employees” (the intrinsic value method), and accordingly,
recognized no compensation expense for stock option grants for the years ended December 31, 2005 and 2004, except
for the compensation expense resulting from the acceleration of vesting discussed below.

On December 30, 2005, the Board of Directors approved the immediate vesting of all outstanding unvested stock
options awarded to employees, officers and directors outstanding as of that date. As a result of the accelerated
vesting, the Company recorded $470,000 of compensation expense in 2005.

As a result of adopting SFAS No. 123(R), the Company’s net income for the year ended December 31, 2006 included
$237,000 of compensation costs and $83,000 of income tax benefits related to stock options granted under share-
based compensation arrangements. The impact on basic and diluted earnings per share was $0.02 for the year ended

December 31, 2006. There would have been no effect on net income or earnings per share under APB Opinion No.
25.

The Company reported $3,112,000 of excess tax benefits as financing cash inflows during the year ended December
31, 2006 related to the exercise and vesting of share-based compensation grants. Since the Company selected the
modified prospective transition method, 2005 cash flows have not been restated. Net cash proceeds from the exercise
of stock options were $3,282,000 for the year ended December 31, 2006.

The Company uses the Black-Scholes option pricing model to estimate the fair value of share-based awards with the
following weighted-average assumptions for the indicated periods:

For the Year Ended December 31,

2006 2005 2004
Expected dividends 2.0% 2.0% 1.8%
Expected volatility 24.7% 24.1% 19.1%
Risk-free interest rate 4.7% 4.3% 4.0%
Expected term (in years) 7.0 7.0 7.0
Weighted-average grant-date fair value $16.56 $14.28 $11.58
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The assumptions above are based on multiple factors, including historical stock option exercise patterns and post-
vesting employment termination behaviors, expected future exercise patterns and the expected volatility of the
Company’s stock price.

At December 31, 2006, there was $2.0 million of unrecognized compensation cost related to stock options which is
expected to be recognized over a weighted-average period of 6.3 years.

The following table represents the activity related to stock options:

Weighted Weighted average
Number of shares average exercise remaining contract
price life
QOutstanding Options, December 31, 2003 1,463,955 $19.30
Granted 316,563 45.75
Canceled (9,250) 31.43
Exercised (167,593) 15.06
QOutstanding Options, December 31, 2004 1,603,675 24.90
Granted 204,611 48.39
Canceled (15,050) 40.59
Exercised (242,275) 13.96
Outstanding options, December 31, 2005 1,550,961 29.55
Granted 135,726 58.25
Exercised (188,870) 18.56
Forfeited or expired (2,500) 43.46
Qutstanding options, December 31, 2006 1,495,317 $33.52 6.0 Years
Outstanding exercisable at December 31, 2004 741,073 $16.67
Qutstanding exercisable at December 31, 2005 1,550,961 $29.55
Outstanding exercisable at December 31, 2006 1,359,591 $31.05 5.7 Years

The following table presents the weighted average remaining life as of December 31, 2006 for options outstanding
within the stated exercise prices:

Outstanding Exercisable
Weighted Weighted Weighted
Exercise Number Average Average Number Average
Price Range of Exercise Remaining of Exercise
Per Share Options Price Life Options Price
$10.70 to $12.05 155,734 $11.02 3.1 years 155,734 $11.02
$12.71 t0 $15.80 27,482 $14.71 2.7 years 27,482 $14.71
$15.81 t0 $19.50 118,029 $17.78 2.8 years 118,029 $17.78
$19.51 t0 $29.90 329,741 $22.20 4.7 years 329,741 $22.20
$29.91 to $39.85 216,809 $31.85 6.2 years 216,809 $31.85
$39.86 to $49.79 499,796 $46.35 7.7 years 499,796 $46.35
$49.80 to $51.11 2,000 $51.11 8.7 years 2,000 $51.11
$51.12 to $54.91 10,000 $51.64 8.8 years 10,000 $51.64
$54.92 to $60.00 135,726 $58.25 9.3 years - -
1,495,317 $33.52 6.0 years 1,359,591 $31.05

Shares reserved for future stock option grants to employees and directors under existing plans were 470,275 at
December 31, 2006. At December 31, 2006, the aggregate intrinsic value of shares underlying outstanding stock
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options and underlying exercisable stock options was $38.2 and $38.1 million, respectively. Total intrinsic value of
options exercised was $5.5 million for the year ended December 31, 2006.

RESTRICTED STOCK PLANS: The Company issues restricted stock under various plans for certain officers and
directors. 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 unearned
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 generally seven years. The holders of the restricted stock
receive dividends and have the right to vote the shares. For the years ended December 31, 2006, 2005, and 2004, the
amount included in compensation expense that was included in noninterest expense in the accompanying consolidated
statements of income was $2,912,000, $1,824,000, and $1,113,000, respectively. Additional restricted stock awards
may be issued through the 2001 and 2005 Incentive Compensation Plans. The weighted average grant date fair value
of the restricted stock granted during the years ended December 31, 2006, 2005, and 2004 was $57.90, $48.85, and
$46.12, respectively.

The share-based compensation plans allow for the issuance of restricted stock awards that may not be sold or
otherwise transferred until certain restrictions have lapsed. The unearned share-based compensation related to these
awards is being amortized to compensation expense over the vesting period (generally three to seven years). The
share-based compensation expense for these awards was determined based on the market price of the Company’s
common stock at the date of grant applied to the total number of shares granted amortized over the vesting period. As
of December 31, 2006, unearned share-based compensation associated with these awards totaled $13,371,000. Upon
adoption of SFAS No. 123(R), the Company was required to change its policy from recognizing forfeitures as they
occur to one where expense is recognized based on expectations of the awards that will vest over the requisite service
period. This change had an immaterial cumulative effect on the Company’s results of operations.

The following table represents restricted stock award activity for the twelve months ended December 31, 2006, 2005,
and 2004, respectively:

For the Year Ended December 31,

2006 2005 2004
Balance, beginning of year 287,773 214,013 163,620
Granted 116,502 120,207 86.564
Forfeited (4.930) (2,875) (3,483)
Earned and issued (61,515) (43.572) (32,688)
Balance, end of year 337,830 287,773 214,013

401 (K) PROFIT SHARING PLAN: The Company has a 401(k) Profit Sharing Plan covering substantially all of its
employees. Annual employer contributions to the plan are set by the Board of Directors. No contributions were made
by the Company for the years ended December 31, 2006, 2005, and 2004. The Plan provides, among other things,
that participants in the Plan be able to direct the investment of their account balances within the Profit Sharing Plan
into alternative investment funds. Participant deferrals under the salary reduction election may be matched by the
employer based on a percentage to be determined annually by the employer.

NOTE 16 - RELATED PARTY TRANSACTIONS:

In the ordinary course of business, the Company has granted loans to executive officers and directors and their
affiliates amounting to $1,934,000 and $628,000 at December 31, 2006 and 2005, respectively. During the year ended
December 31, 2006, total principal additions were $1,494,000 and total principal payments were $188,000.
Unfunded commitments to executive officers and directors and their affiliates totaled $1,622.,000 and $251,000 at
December 31, 2006 and 2005.
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Deposits from related parties held by the Company through the Bank at December 31, 2006 and 2005 amounted to
$995,000 and $2,100,000, respectively.

NOTE 17 - OFF-BALANCE SHEET ACTIVITIES:

The Company is a party to financial instruments with off-balance sheet risk in the normal course of business to meet
the financing needs of its customers. These financial instruments include commitments to extend credit and standby
letters of credit. Such commitments involve, to 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
parties is represented by the contractual amount of the financial instruments. At December 31, 2006, the fair value of
guarantees under commercial and standby letters of credit was $225,000. This amount represents the unamortized fee
associated 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, 2006 and 2005, the Company had the following financial instruments outstanding, whose contract
amounts represent credit risk:

Contract Amount

(dollars in thousands) 2006 2005

Commitments to grant loans $ 31,933 % 48,482
Unfunded commitments under lines of credit 539,212 397,568
Commercial and standby letters of credit 22,464 13,241

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition
established in the contract. Commitments generally have fixed expiration dates or other termination clauses and may
require payment of a fee. Since many of the commitments are expected to be drawn upon, the total commitment
amounts generally represent future cash requirements. The Company evaluates each customer's creditworthiness on a
case-by-case basis. The amount of collateral, if deemed necessary by the Company upon extension of credit, is based
on management's credit evaluation of the counterparty.

Unfunded commitments under commercial lines-of-credit, revolving credit lines and overdraft protection agreements
are commitments for possible future extensions of credit to existing customers. These lines-of-credit usually do not
contain a specified maturity date and may not be drawn upon to the total extent to which the Company is committed.

The Company is subject to certain claims and litigation arising in the ordinary course of business. In the opinion of
management, after consultation with legal counsel, the ultimate disposition of these matters is not expected to have a
material effect on the consolidated financial position of the Company.

NOTE 18 - FAIR VALUE OF FINANCIAL INSTRUMENTS:

The fair value of a financial instrument is the current amount that would be exchanged between willing parties, other
than in a forced liquidation. Fair value is best determined based upon guoted market prices. However, 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 other valuation techniques.
Those techniques are significantly affected by the assumptions used, including the discount rate and estimates of
future cash flows. Accordingly, the fair value estimates may not be realized in an immediate settlement of the
instrument. SFAS No. 107 excludes certain financial instruments and all non-financial instruments from its disclosure
requirements. Accordingly, the aggregate fair value amounts presented may not necessarily represent the underlying
fair value of the Company.
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The following methods and assumptions were used to estimate the fair value of each class of financial instruments for
which it is practicable to estimate that value:

Cash and Cash Equivalents: The carrying amounts of cash and short-term instruments approximate their fair
value.

Investment Securities: Fair value equals quoted market prices and dealer quotes.

Loans: The fair value of mortgage loans receivable was estimated based on present values using entry-value
rates at December 31, 2006 and 2005, weighted for varying maturity dates. Other loans receivable were valued
based on present values using entry-value interest rates at December 31, 2006 and 2005 applicable to each
category of loans. Fair values of mortgage loans held for sale are based on commitments on hand from investors
or prevailing market prices.

Deposits: The fair value of NOW accounts, money market deposits and savings accounts was the amount
payable on demand at the reporting date. Certificates of deposit were valued using a weighted average rate
calculated based upon rates at December 31, 2006 and 2005 for deposits of similar remaining maturities.

Short-term Borrowings: The carrying amounts of short-term borrowings maturing within ninety days
approximate their fair values.

Long-term Debt: The fair values of long-term debt are estimated using discounted cash flow analyses based on
the Company’s current incremental borrowing rates for similar types of borrowing arrangements.

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

Off-Balance Sheet Items: The Company has outstanding commitments to extend credit and standby letters of
credit. These off-balance sheet financial instruments are generally exercisable at the market rate prevailing at
the date the underlying transaction will be completed. At December 31, 2006 and 2005, the fair value of
guarantees under comumercial and standby letters of credit was immaterial.

The estimated fair values and carrying amounts of the Company's financial instruments are as follows:

December 31, 2006 December 31, 2005

Carrying Fair Carrying Fair
(dollars in thousands) Amount Value Amount Value
Financial Assets
Cash and cash equivalents 84905 §$ 84,905 126,800 $ 126,800
Investment securities 581,352 581,509 572,582 572,832
Loans and loans held for sale, net 2.258.353 2,230,509 1,890,949 1,880,481
Derivative instruments 1,142 1,142 1,463 1,463
Financial Liabilities
Deposits 2422582 $ 2,421,877 2242956 $ 2,237,494
Short-term borrowings 202,605 202,591 68,849 68,849
Long-term debt 236,997 236,880 250,212 254,583
Derivative instruments 68 68 369 369

The fair value estimates presented herein are based upon pertinent information available to management as of
December 31, 2006 and 2005. Although management is not aware of any factors that would significantly affect the
estimated fair value amounts, such amounts have not been comprehensively revalued for purposes of these financial
statements since that date and, therefore, current estimates of fair value may differ significantly from the amounts

presented herein.
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NOTE 19 - COMPREHENSIVE INCOME:

The following is a summary of the changes in the components of other comprehensive income:

Years Ended December 31,

(dollars in thousands) 2006 2005 2004
Balance at beginning of year , net $ (6.341) $ 689 $ 903
Unrealized gain (loss) on securities available for sale 310 (10,854) 369
Reclassification adjustment for net (gains) losses

realized in net income 4.087 39 (698)
Net unrealized gain (loss) 4,397 (10.815) (329)
Tax effect (1.539) 3.785 115
Net of tax change 2.858 (7,030) 214)
Balance at end of year, net (3.483) (6,341) 689
Balance at beginning of year, net $ 712 % 299y $ (720)
Unrealized gain (loss) on cash flow hedges (823) 1,555 648
Tax effect 288 (544) (227)
Net of tax change (535) 1,011 421
Balance at end of year, net 177 712 (299)
Total change in other comprehensive income (loss), net of income taxes $ 2,323 $ (6,019) $ 207
Total balance in other comprehensive income (loss), net of income $ (3306) (5.629) § 390

taxes

NOTE 20 - RESTRICTIONS ON DIVIDENDS, LOANS AND ADVANCES:

The Bank is restricted under applicable laws in the payment of dividends to an amount equal to current year earnings
plus undistributed earnings for the immediately preceding year, unless prior permission is received from the
Commissioner of Financial Institutions for the State of Louisiana. Dividends payable by the Bank in 2007 without
permission will be limited to 2007 earnings plus an additional $24,090,000.

Accordingly, at January 1, 2007, $284,954,000 of the Company’s equity in the net assets of the Bank was restricted.
Funds available for loans or advances by the Bank to the Company amounted to $24,320,000. In addition, dividends
paid by the Bank to the Company would be prohibited if 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 no significant operating activities.

Condensed Balance Sheets
December 31, 2006 and 2005

(dollars in thousands) 2006 2005
Assets

Cash in bank 48440 $ 2,799

Investment in subsidiary 309,044 281,967

Other assets 16,751 17,172
Total assets 374235 $ 301.938
Liabilities and Shareholders’ Equity

Liabilities 54,684 $ 38,369

Shareholders’ equity 319,551 263,569
Total liabilities and shareholders’ equity 374235 § 301,938
Condensed Statements of Income
Years Ended December 31, 2006, 2005 and 2004
(dollars in thousands) 2006 2005 2004
Operating income

Dividends from subsidiary $ 15,500 22,000 $ 21,500

Other income 1,628 294 249
Total operating income 17,128 22,204 21,749
Operating expenses

Interest expense 3.127 2,250 1,498

Other expenses 4,377 3,174 1,942
Total operating expenses 7,504 5,424 3,440
Income before income tax expense and increase

in equity in undistributed earnings of subsidiary 9,624 16.870 18.309
Income tax benefit 1,981 1.750 1,117
Income before increase in equity in undistributed

earnings of subsidiary 11,605 18,620 19,426
Increase in equity in undistributed earnings of subsidiary 24,090 3,380 7.913
Net Income $ 35,695 22,000 $ 27,339
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Condensed Statements of Cash Flows

Years Ended December 31, 2006, 2005 and 2004

(dollars in thousands) 2006 2005 2004
Cash Flows from Operating Activities
Net income 35695 $ 22,000 $ 27,339
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization 23) 16) 48

Increase in equity in net income of subsidiary (24,090) (3,380) (7,913)

Noncash compensation expense 3,150 2,294 1,115

Gain on sale of assets - (13) -

Derivative gains on swaps (803) - -

Increase in dividend receivable from subsidiary 3,500 (5,000) (2,000)

Cash retained from tax benefit associated with

share-based payment arrangements (3,112) - -

Other, net 892 81 2,365
Net Cash Provided by Operating Activities 15,209 15,966 20,954
Cash Flows from Investing Activities

Cash received in excess of cash paid in acquisition - 410 -

Proceeds from sale of premises and equipment - 203 -

Capital contributed to subsidiary - (15) (66)

Payments received from ESOP - 151 277
Net Cash Provided by Investing Activities - 749 211
Cash Flows from Financing Activities

Dividends paid to shareholders (11,390) (8,836) (6,606)

Proceeds from long-term debt 15,000 - 10,000

Common stock issued 30,000 - -

Costs of issuance of common stock (1,540) (6) -

Payments to repurchase common stock (8,032) (17,504) (18,862)

Proceeds from sale of treasury stock for stock options exercised 3,282 1,407 2,549

Cash retained from tax benefit associated with

share-based payment arrangements 3,112 - -

Net Cash Provided by (Used in) Financing Activities 30,432 (24,939) (12,919)
Net Increase (Decrease) in Cash and Cash Equivalents 45,641 (8,224) 8,246
Cash and Cash Equivalents at Beginning of Period 2,799 11,023 2,777
Cash and Cash Equivalents at End of Period 48,440 $ 2,799 % 11,023
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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, 2006
Total interest income $ 37488 $ 39,893 §$ 43,645 $ 44,266
Total interest expense 15,068 17,138 19,719 21,845
Net interest income 22,420 22,755 23,926 22,421
Provision for (reversal of) loan losses 435 (1,902) (2,389) (3,947)
Net interest income after provision for loan losses 21,985 24,657 26,315 26,368
Noninterest income 6,266 5,258 7,275 4,651
Noninterest expense 17,114 17,462 19,591 18,960
Income before income taxes 11,137 12,453 13,999 12,059
Income tax expense 3,091 3,598 4,120 3,144
Net Income $ 8,046 $ 8,855 § 9,879 § 8,915
Earnings per share — basic $ 087 § 095 % 1.06 $ 0.93
Earnings per share — diluted $ 081 $ 089 § 099 3§ 0.87
Year Ended December 31, 2005
Total interest income $ 31,454 $ 33,539 $ 34520 §$ 35,735
Total interest expense 10,905 12,265 13,478 13,802
Net interest income 20,549 21,274 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 $§ 088 § 0.15) $ 0.86
Earnings (loss) per share — diluted $ 075 $ 082 % (0.15) $ 0.80
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Stock Performance Graph

The following graph and table, which were prepared by SNL Financial LC (“SNL”), compares the
cumulative total return on the Company’s Common Stock over a measurement period beginning December 31, 2001
with (i) the cumulative total return on the stocks included in the National Association of Securities Dealers, Inc.
Automated Quotation (“NASDAQ™) Composite Index and (ii) the cumulative total return on the stocks included in the
SNL $1 Billion-$5 Billion Bank Index. All of these cumulative returns are computed assuming the quarterly
reinvestment of dividends paid during the applicable period. The Company’s stock value has been adjusted for a 5 for
4 stock split in August 2005.

Total Return Performance
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12/31/01 12/31/02 12/31/03 12/31/04 12/30/05 12/31/06
Period Ending
Index 12/31/01 12/31/02 12/31/03 12/31/04 12/30/05 12/31/06
IBERIABANK Corporation 100.00 148.48 222.16 254.33 249.31 294.62
NASDAQ Composite 100.00 68.76 103.67 113.16 115.57 127.58
SNL $1B-$5B Bank Index 100.00 115.44 156.98 193.74 190.43 220.36

The stock performance graph assumes $100.00 was invested December 31, 2001. The stock price
performance included in this graph is not necessarily indicative of future stock price performance.
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Corporate Leadership

Oak Alley Plantation is located on the Mississippi River between the historic
Louisiana cities of New Orleans and Baton Rouge.




Directors and Executive Officers

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 lll

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, IBERIABANK, and Pulaski Bank

John N. Casbon

Executive Vice President,

First American Title Insurance Company

Chief Executive Officer and President,

First American Transportation Title Insurance Company

James C. East
Private Investor

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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Michael J. Brown
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John R. Davis
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President and Chief Executive Officer

LENDERS TITLE COMPANY

Michael B. Pryor
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IBERIABANK Advisory Board

Baton Rouge

J. Keith Short, Market President
C. Brent McCoy

John W. Barton, Jr.
John H. Bateman
John C. Hamilton
Robert B. McCall Il
Eugene H. Owen
Stanley E. Peters, Jr.
Kevin P. Reilly, Jr.
William S. Slaughter Il

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

Dr. James A. Caillier

Richard D. Chappuis, Jr.

James M. Doyle

George E. Fleming

Charles T. Goodson

W.J. “Tony” Gordon Il

Robert D. Lowe

Frank X. Neuner, Jr.

Dwight S. Ramsay

Gail A. Romero

William W. Rucks Il

New Iberia

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

Martha B. Brown

Dr. George B. Cousin

David D. Daly

J. David Duplantis
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Edward P. Landry

Thomas R. Leblanc

Diane Musson

Glen J. Ritter

John Jeffrey Simon
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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
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David L. Ducote

James P. Favrot

Hardy B. Fowler

Howard Gaines

John D. Georges

William F. Grace, Jr.
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Erik L. Johnsen
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William M. Metcalf, Jr.
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James J. Reiss, Jr.

J. Benton Smallpage, Jr.
Stephen F. Stumpf

Jose S. Suquet

Steven W. Usdin
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Van E. Pardue, Market President
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William E. Pratt, Vice-Chairman
Dixon W. Abell

J. Scott Cummins

Randy L. Ewing

Danny R. Graham

William D. Haddad

W. Bruce Hanks

Linda Singler Holyfield

Tex R. Kilpatrick

Don M. McGehee

Joe E. Mitcham, Jr.

Dr. Virgil Orr

Dan B. Taylor

Jerry W. Thomas

Dr. Michael F. Zambie

Pulaski Bank Advisory Board

Central Arkansas

Robert M. Head, Arkansas President
James C. East, Chairman

Albert B. Braunfisch

J. Hunter East

David Snowden

Mark V. Williamson

Northeast Arkansas
David A. Doherty, Market President
Dwayne Powell

Ralph P. Baltz

Bruce Burrow
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John M. Minor

Daniel B. Hatzenbuehler
E. Ritter Arnold

Brad F. Snider

Louise Runyan

Jennifer H. James
George C. Kell, Sr.

O.E. Guinn, Jr

J.C. McMinn
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Corporate Information

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

Corporate Mailing Address
P.0. 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 2, 2007 at 4:00 p.m. at
the InterContinental New Orleans Hotel (Cabildo Room)
located at 444 St. Charles Avenue, New Orleans,
Louisiana.

Shareholder Assistance

Shareholders requesting a change of address, records,
or information about the Dividend Reinvestment Plan or
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.0. 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

Charting New Territory

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 S0.28

MARKET PRICE DIVIDENDS
2006 High Low Closing _ Declared
First Quarter  $59.06 $51.69 $56.57 $0.28
Second Quarter $61.41 $54.82 $57.54 $0.30
Third Quarter  $64.66 $56.51 $61.00 $0.32
Fourth Quarter $65.00 $56.00 $59.05 $0.32

At December 31, 2006, IBERIABANK Corporation had
approximately 1,743 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.
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Sources For Historical Information:

- U.S. Census Bureau, Facts and Features

- National Park Service archives (www.nps.gov/archive/jeff/LewisClark2)

- Arkansas Secretary of State (www.sos.arkansas.gov/educational_arkansas)

- Louisiana Secretary of State (www.sec.state.la.us/purchase)

- Department of Arkansas Heritage (www.arkansasheritage.com)

- Arkansas History Commission (www.ark-ives.com/historical_facts)

- The University of Missouri at St. Louis (www.umsl.edu/~loupurch/history)

- The Central Arkansas Library System (www.encyclopediaofarkansas.net/encyclopedia)
- Public Broadcasting System (www.pbs.org/wgbh/amex/duel/peopleevents/pande19)
- Louisiana State University Library (www.lib.Isu.edu/special/purchase/history)

- Mintz, S. (2003). Digital History. (www.digitalhistory.uh.edu/database)

- Pearson Education (www.infoplease.com/ce6,/us/A0835428)

- Thomas Jefferson Foundation (www.monticello.org/jefferson/lewisandclark/louisiana)
- NSTATE, LLC (www.netstate.com/states/intro/ar_intro)

- Wikipedia (www.wikipedia.org/wiki/Louisiana_Purchase)

- E-ReferenceDesk (www.e-referencedesk.com/resources/state-early-history/arkansas)
- www.teaching.arts.usyd.edu.au/history

- www.thecajuns.com/acadians

- www.arkansasgenealogysearch.com

- www.anythingarkansas.com/arkapedia
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