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Tangible Bool Va ue

per common shard

langible BookVa ue per share has Increased

from to since 1993

First Guaranty Ban cshares Inc

At December 31 2012 total assets were $1.4 billion net

income was $12.1 million earnings per common share

were $1.60 and tangible book value per share was $14.36

Return on average assets was 0.89% and return on average

common equity was l0.90o for 2012 Our commitment

to customer service combined with the hard work of

our employees is the foundation of our performance

and profitability The Company focus is to benefit our

customers communities employees and shareholders

Profile

First Guaranty Bancshares Inc is the holding company

of First Guaranty Bank which it wholly owns The

Bank is fu1lservice financial institution with major

presence throughout Louisiana and serves customers

from its 21 banking center locations Headquartered in

Hammond Louisiana the Company had 274 employees

as of December 31 2012

Visit www.fgb.net for additional information
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2012 Accomplishments

Strengthened Balance Sheet

Strong Earnings

Increased Loan Interest Income

Decreased Interest Expense

Increased Core Net Income

Increased StockholdersEquity

Maximization of Assets

Employee Training
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$1.7 mdion

$2.1 miNion

53.3 rn lion

$3.4 miPon

$3.4 mu ion

$3.4 miNion

$5.0 mi

$6.0 million

$3.5 mu ion

$7.0 miNion

$8.6 mHon

$6.0 miWon

$8.4 niNion

$9.8 million
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$7.6 million

10.0 roil lion

$8.0 million

$12.1 mu ion

601000

815000

$1020000

1223.000

51223000

$1316000

$1530000

$1668000

$1751000

$2086000

$2752000

531 73000

$3335000

$3053000

$3558000

$3558000

$3558000

$3610000

$4035000

3879070

2796000

774000

1205000

3482000

4473000

5027000

8638000

1042600

13967000

19771000

23351000

28402000

34671000

36626000

40069000

45203 000

47650000

53702000

Petained earnings has sot been adjusted to consider stock
splits or stock dis idends This better reflects earnings that have been retained as capital Reta ned earnings is the

oduct of Company earnings less common and preferred dividends ihe accumulated deficits in 1993 through 1996 ssere due to losses incurred prim to 1993

Investors purchased $337000 of common stock

Three for two stock split

Investors purchased $9.6 million of common sfock

Acquired 13 branches from Bank One of Louisiana

Acquired First Southwest Bank

Gans from sale of acquired brancN es net of tax

totalng $2.8 lior

Acquired VVoodlands Bancorp

Gains from sale of acquired branches net of tax

totaling $1.3 million

Four-forthree stock split

Acquired Homestead Bancorp

Acquired Greensburg Bancshares

2895 treasury shams purchased at 859 per are

10 ocommor sto kdivdeno

Dividend rate per sNare remans $0 per quarter
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Joseph Lombardo

ss ncr Southland Steel abricators Inc

Morgan Nalty

Investment Banking xecutive Partner

Jnhnson Rice Conipanv

Daniel Packer Jr

President and Chief Fxecutive Oflicei of afert II

Urban Dimensions

Nancy Ribas

Owner Manager Vai ions ins estnsent properties

Nicholas Saladino

Retired iVIics or lou of Kentu ood

Sam Scelfo Jr

President ambino Bakeries Caterers Inc

Richard Dickie Sitman

Board President Dixie lectric Slensbership Corporation

Ann Smith

Member of ouisiana School Board \ssociaiion

angipahoa Parish School Board Member

Former President

Edgar Smith III

President and Chief xeculis Ofhcer

of Smitts Supply Inc

Directors Emeritus

Robert Beymer

Collins Bonicard

Robert Shell Jr
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Dear Shareholders

Good as Gold

The Board of Directors and Management of First Guaranty Bancshares Inc

have worked to make your investment in First Guarant safer sounder and

stronger as good as gold 2012 brought great progress
toward building

fortress balance sheet for First Guaranty Bancshares Inc making it solid as

rock and good as gold

In 2012 Net Income totaled $12059000 an increase of S4026000 over 2011

Core income increased to $8894000 an increase over 2011 of 55.98o

These earnings contributed to increase the total stockholders equity to

$134181000 while total common equity increased to $94746000 from

$87167000 The book value
per

share of First Guaranty Bancshares Inc stock

increased to $15.06 from $13.85

As result of 2012 operations First Guaranty Bancshares Inc is much

stronger safer and more solid institution

In an extremely competitive loan market environment First Guarantys gross

loans increased by $56000000 to $629500000 and net loans increased to

$619158000 from $564221000 as of December 31 2011 This increase in loan

volume coupled with our decrease in interest expense of $1 998000 for the year

enabled us to increase earnings

At the same time asset quality increased significantl as our nonperforming

assets decreased from $28895000 as of December 31 2011 to $23537000 as of

December 31 2012 Charge offs for the
year ending December 31 2012 totaled

$3451000 compared to $10357000 for the year ending December 31 2111

In sum year end December 31 2012 resulted in your investment in First

Guaranty Bancshares Inc being significantly
safer and

stronger
with

great

progress toward fortress balance sheet In time of economic uncertaint your

investment in First Guaranty Bancshares Inc indeed looks as good as gold

As we progress through 2013 we intend to build upon the solid foundation that

has been laid in 2011 and 2012 We intend to continue our profitability continue

to improve our asset quality continue to improve our shareholder value and

take advantage of any opportunities for expansion which would result in safer

sounder and more profitable First Guaranty Bancshares Inc

We appreciate your support and pledge to continue working together to better

serve our communities to maximize the potential of First Guaranty Bancshares

Inc and to enhance our shareholder value

Sincerely

Alton Lewis Jr

Chief Executive Officer/President

11 /51 U5R \\ IS 5\ SI/SRI

Chief Fxecutive Officer/President

IIRSI U/R\RI5 BSvI\
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rn
REPORT FROM THE ExFcuTIvF VICE PR SIDENT

Louisianas economy continues improvement from our recessionary lows For

example the December 2012 unemployment rate latest available data at this

writing of 5.50o compares with the national
average

of 7.9o

Why Oversimplifying- natural gas -its quantity its price and projected price

and availability because of the states deliverl infrastructure may be the single

biggest factor

Louisiana is the second
largest natural

gas producer combining off-shore with on

shore production and the third largest consumer of all U.S states Consumption

is primarily due to industrial and manufacturing usage within the state not just

for power generation but as feedstock for the chemical industry as well

Today natural
gas supplies are abundant and consequently prices are lo\s and the

combination of these two factors is so compelling that in recent months natural

gas-driven capital investments within the state of greater than $60 billion have

been announced and are scheduled between now and 2018 Of this 580o of total

investments are to be made at existing facilities within the state- meaning that

they will he started sooner rather than later within this five year hori7on

One result is that if all proposed natural gas-driven investments eventuate it

could result in greater than an additional 200000 employment opportunities

generating as much as $9.3 billion in additional new wages

In the United States natural gas production has reached record levels Shale

produced gas
leads this commodity supply revolution which now trades far

below
average

world market prices and is likely to remain so into the long range

foreseeable future This confluence of supply and price makes it more economkally

advantageous to increase U.S as well as foreign-based capital investments in

industrial production facilities and infrastructure in the United States generally

and Louisiana particularly

How does all the above relate to First Guaranty Bank Well today the
majority of

the above discussed manufacturing jobs are located in ten parishes in the southern

portion of the state many of which have First Guarant1 Bank locations Since the

average manufacturing wage in Louisiana is double that of the
average state wage

and increase at greater rate the economic impact on the local banking market is

not inconsiderable the average manufacturing wage in Louisiana is greater than

$80000 for example

Which leads us to our theme for this years annual report and leads me to suggest

that in Louisiana at least natural gas as commodity is not oniy as good as gold

it perhaps is better

Larry Stark

Fxecuti vice President Guaranty Square

TRSJ LAR\Nf
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FIRST GUARANTY BANK Vice Presidents Assistant Vice Presidents

OFFICERS Thomas Brothers Ten Duncan

Exccutive Cheryl Brumfield Colleen Ebarb

Alton Lewis Jr Kimberly Camaifle Joyce Glass

Chief Executive Officer President Christopher Coker Ludrick Hidalgo

Guaranty Square Ronald Edmonds Adam Johnston

Larry Stark Denise Fletcher Shirley Jones

Executive Vice President Ronald Foshee Mikki Kelley
Guaranty Square

Bernadette Kemp Robert MizeH
Eric Dosch

Brenda Marks Ronald Pittman
Chief Financial Officer

Guaranty Square
Vera Matthews Scott Schilling

Senior Vice Presidents
Layne Parnell Desiree Simmons

Evan Singer Lynn Talley
Glenn Duhon Sr

.J Stark Lynn Westmoreland
Southwest Louisiana Division Manager

Abbeville
Christy Wells

Officers

Controller
Michael Lofaso Rebecca Brown

Regional Manager Ponchatoula
Eric Fuller Lance Davis

St Ta ma ny
Vanessa Drew

Randal McDonald
Jeannette Ernst

Chief Risk Officer

Michael Knighten

Christopher McGhee

Michael Mosbey

Diane Patterson

Randy Vicknair

Kristin Williams

Officers of both First Guaranty Bank and

First Guaranty Bancshares Inc
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On August 2012 First Guaranty Bank

welcomed Ronald Ronnie Foshee as

the newest addition to their staff and

he took over the duties as Regional

Manager which includes responsibility

for the overall management of banking-

related activities for the Livingston

Parish region loan sales customer

service and community leadership

With over 26 years experience in

banking Ronnie has risen through the

ranks of banking and most recently

served as commercial lender and the

lending division manager

Sharon Corapton graciously receives an appreciation gft

recognizing her 45 years otservice from Alton ewis

Sharon Compton celebrated 45 years
of loyal service with

First Guaranty Bank She was honored by the Bank and her

fellow employees with reception and gifts of appreciation

Sharon has diligently served the Banks lenders and lending

division for as many years Sharon is gold star employee

and shining example of commitment
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Cit\ of Ponchatoula

City of Walker Animal Control Pet Carriers

Claiborne Academy Annual Auction

Claihorne Academy Gym/Football Sign

Claihorne Academy Joe Michael Golf

Tournament Gold Sponsor

Claihorne Chamber of Commerce

Claihorne Charity Inc Golf Tournament

Sponsor

In 2012 FIRST GUARANfl BANK

contributions for community support

exceeded

Claiborne Christ as Committee ighting

Sponsor

Claiborne Parish Foundation ivestock

Auction

Claiborne Parish Sheriffs Office

Claihorne Scholars Committee Scholastic

Banquet

Coastal Conservation Association

rn

Contribution to Courtney Nuckolls Mary Bird Perkins Cancer Center

representative from Christy Wells

Contribution to City of Walker Animal Shelter Pictuied
left to right Ronnie acHe

Mary Grog Lynn Pvestmoreland and vlayoc Bobby Font

Denise Fletcher First Guaranty Bank Ponchatoula
Office

wit- Coach Billy Gueldner Champ Cooper School as

sign sponcor

First Guaranty Bank was the INc Sponsor for thc Louisiana High School State Basketball

Tournament held at Southeastern Louisiana
University

in hammond Iicticred
left to right-

Michael Sharp Jeannette -rnst Kenny Henderson and Alton Iewis

First Guaranty Bank proudly supports Ilammn and

High Principal Chad lroxclatr accepted cant ribuuon

made by Alton lewis
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Josie Tuhbs Assistant Branch Manager Duhach

Office contributed fbr First Guaranty Bank to

sponsor the Chicken Cookery contest during the

Louisiana Chickcn Festival

Parnell and losie Tuhhc presented check tn Glendo Knowles

treasurer or DRABO for the ouisiana Chicken Festival

Hammond Police Union ocal 34 Policemans

Ball

Ha nesville Golf Association

llanesville Quarterback Club Fnd Zone Sign

Homer Golf Club ide Box Sponsor

High School Baseball Sign

Homer High School FBLA Plaque

Homer Pelican Quarterback Club

Horse Assisted Therapy Services of North

Louisiana Joe

Ii

Denise Fletcher First Guaranty Bank Ponchatoula Office

with Kenneth Sclustzle sponsored Poneliatouln Iieic Yhuth

Baseball team sponsor

Asniee Gervais irst Guarant3 Bank Resource Associate at Ponchatoula Office

presented check contribution to Piano London Program of VIE.

Darrell Bruchhaus presented contribution to
103 celyn Irahan learn Captain and Brooks Hehcrt Ibarn

meosber who are both members oJNannys Angels Relay for 11k Darn
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Live Oak High School Eagle Gala

Livingston Board of Realtors Inc

livingston Parish Chamber of Commerce

Fducation Program Sponsor

livingston Parish Chamber of Commerce

Golf lournament Platinum Sponsor

Livingston Parish Lconomic Des elopment

livingston Parish School Board

Loranger High School Academic Awards

Banquet

Lotanger High School Field Sign

Lorcnger High School Gym Sign

Loranger High School Track Team

ouisiana II Foundation

Louisiana Bankers Association

Louisiana Childrens Discovery Center

Louisiana High School Athletic Association

5K Run Sponsor

ouisiana Redbud Festival Association

Louisiana State Troopers Association Annual

Convention

Congress Trip

Mar gird Perkins Cancer enter

Mater Dolorosa Catholic School

Mater Dolorosa atholic Schoo Steak Dinner

Fun draiser

Mater Dolorosa Catholic School Sign

Monterey Countrz Club Golf lburnament

National Fire Safety Council Firepup Program

Kaycee Bridges Greensburg Office presented

contribution to Shirley Hurst Daughters of Destiny

Evan Singer First Guaranty Bank Greenshurg

Office presented Rei Carolyn Hahersham Turner

ChapelAMF with contribution

Bernadette Kemp presented DVI playei prize

to Karen Gregory for United Way Fmployec

Campaign Drive

Food hank drive at Hammond Vain
Office for Tangi Food Pantry

Principal Alice Bolton Bernice Elementary School in Bernice accepted used

First Guaranty Bank monitors from Josie uhhs

McMichael AME Church Educational
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St Helena Central High School Football

Schedule Cards

St Helena Forestry Association

St Helena Middle School

St Helena Middle School Athletics Sponsor

St Helena Middle School Trophies

St Johns Memorial Association

St Joseph Catholic School Spring Fair

St Judes Childrens Hospital

St Judes Childrens Hospital Trail Ride

St Thomas Aquinas High School

St thomas Aquinas High School Veritas

Basketball Tournament

St Thomas Aquinas High School Falcon Fling

Society of St Vincent de Paul School

Uniforms

Southeastern ouisiana Universitx

Southeastern ouisiana Unix ersit Alumni

Association

Southeastern ouisiana Unix ersit Athletic

Association

Southeastern Louisiana Unix ersity College of

Business

Southeastern Louisiana Unix ersit Columbia

Theater for the Arts

Southeastern Louisiana University

Dcx elopment Foundation

Southeastern ouisiana University Tom Sharp

Memorial

Special Olympics I.nuisiana

STUARl In Memory of Helen Stuart

Summerfield High School Baseball Sign

Summerfield High School Softball Sign

Sumner High School

Sumner High School Football leam

Sumner High School Softball Sign

Tangi Humane Society Pet Expo

Tangipahoa African American Heritage

Museum Veterans Archixe Juneteenth

Celebration

Tangipahoa African American Heritage

Museum Veterans Archive Black Tie Event

TARC

angipahoa lome Builders Association

Tangipahoa Parish School System Talented

Theatre Programs

Tangi Parish Convention Visitors Bureau

Tourist Guide

Town of Benton testival Fund

United Wa Tangipahoa Corporate Match

United Way Tangipahoa Dolly Parton

Library

Universitx of Louisiana at Lafa ette Foundation

Vivian Athletic Association Scoreboard

Walker High School lady Cats Basketball

Women Outreaching Women Golf

Tournamant Fundraiser

arter Plantotion

SI Golf

lundraiser

Town of llaynesville Pot sick Affair

Fundraiser

Town of Kentwood Mardi Gras Breakfast

Town of Kentwood Pack the Book Sack

Town of aLe Arthur

Town of Oil City Gusher Iays Festixal

Town of Vivian Ryans Hope Summer Camp

Turner Chapel A.M.E Church acation Bible

School
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Our customers are as good as gold and we want them to know it At I-irst

Guaranty Bank we make point to host Customer Appreciation Ia
each month These celebratory days are filled with fun and camaraderie

Its moment in time where we can show gratitude to our customers by

filling our lobbies with refreshments or serving them lunch

Guaranty West Guaranty West



In 201 we at irst uaranty had sision about

th future Os Five Yar Plans mission was

to increase shareholder value whi providing
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cis lievet

to provide level

very customer is our most

service tha

Guaranty Bancshares

roviding services

iunities





Amber Smith

Left
to right Front row eslie Mason Jennie

Bertrand and assze chenck

Back row Lauia evil1e Dorothy Censhaw

Adam Johnston Debbie Jut and Wndy
Chaplin



LfL to rathl hront row lanany Bnr/c

1l1y1or

Back ow Ron drnondn pi Badc1

Slcph nw Sand ad onla wi



Left to ight
Scated Jocic and Ann

McAdams

Standing Luvne Parnell aunie fray/on

Mac alvin Karen Stout and 4ic Baxter



Left to righ eat /1 rCra cu

Azdrea Rar

St nclzng ii Frdj zr/c Ci

Gretchen SI mc Gle
ii

flu/a 5L1

Snead and ny te1I



feft to right Prellal

Vlandy Clcixton 13

and Li Zito



fL ridil

...J Br vii Ii dci oy

HJi anI clii IiIOc

di ro Jr

Ii ii BK Krsi Iciii

ilrriiii

ci iK



Ruby Carter



to np/it at il So otto Coo/n

Ip ag and Jonny Sn Vteii/nian

Standing Betiy Jo St//iu den je.en to

Vtititiet/ Step/iaiize Pin ipo nt

Se/tilling
Sit ic ant/i VS yar ii/rnii
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et cc fits Ra ci Drbr rals Sharpe and Jrs ra Jotniarso

Human Resources Department

ft to right Se ed aiida 1otniru uiit/ cc

St indiug- \/Iandy Banksc on ic/Ic Js Jo re IS



Deposit Services

Let to right Front row Loni Dorninguez Jane White and Lauren Ashley Brunies

Back row Shirley Jones Amy Neal Tam ray Graves Sandra Edwards and Divetta Stczllworth

iVoi pictured Brandy Parsons



Left to right Seated Melanie Got tschal riftany Brown and Jaly ca Haneoi

Sic ndnü Baylen Nh lontenot Jo tin ettys Irary Ri
rry

Mark Moor Lorry Siniwon

and Rcndy Vicknair



Lending Department

Left to right Seated Jessica Beatty

and Vickie Jenkins

Standing Viichael Knighten

lana Afford Christy Wells Vera

Matthews and razg SceUo



vIort aitnet

left right Sea ed Jcna ho/s and Amanda Rou

Standing Kimberly ama lie Le arie Gu ti and Slieriy



Operations Department

Left
to right Kimberly Monistere Elisa Costanza Kristi Newell Julian Richard Stark Teni Duncan Ama jida Hill Alicia Parr/no and Tracey Robertson



Audit Donor mont

ejI r/Bt Seated Lamma Quinn ad Ii Ii io

Standing lhmammas Bra Items c/mnle mmmi nit mm Be

pmn1arc Jes Be blame







$--5 13

UcrrvLnid SI ppin ciilcr

kuIi

Left to right Jessie Hartmann Brent Holcombe

and Mariah Mulkey
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753

Kentss ood \\ est is included in the Kentwood data and

Berryland is included with Ponchatoula data



hc sanas

1497 109 $41

1994 810071 $50

195 81 477 36

1996 $13 483 00
1997 $15414 $62C6

1998 81/376 08 $6L42

199 $21 564 799 0272

2000 $26786 $73 23

200 835709 $823a

2002 $3/964

ni US 19

1993 $159 03 9a

1994 68 00 $60

1993 $18 1303 $7

1996 $198 Oh $1

1997 $253 200/ $88

1998 $282 08 $8

1999 $547 2099

2000 $475 113 $1

2001 $431 2s1 $1 754

2012 715



Ne flC Ole

in millions

Net ncme
ir

1993 $2.1

1994 $1.7

1995 $2.1

1996 $3.3

1997 $3.4

1998 $3.7

1999 $2.9

2000 $4.4

2001 $6.0

2002 $3.5

2003 $7.0

2004 $8.6

2005 $6.0

2006 $8.4

2007 $9.8

2008 $5.5

2009 $7.6

2010 $10.0

2011 $8.0

Ftal Dep lslts

in millions

Total Dep sits

1993 $149

1994 $15

1995 $168

1996 $179

1997 $223

1998 $257

1999 $461

2000 $410

2001 $358

2002 $361

2003 $376

2004 $481

2005 $633

2006 $626

2007 $723

2008 $780

2009 $800

2010 $1007

2011 $1207

1500



1993 $30

1994 12

1995 35

1q96

99/ 3/

1998 /3

1999 $2

2000 $117

2001 57

2002 35

2Q

.0 0/

/001 /7

201 58

208

$262

J10 48

$63

EIII1II

93 38

1994

oc $118 20 $19

1996 26

1997 3o $7

1998 77 00 /63

99 $263 09

000 $309

20 310 537

2002 $354

11 fl



NKS HEADQUARTERED IN LOUISIANA Ranked by Assel Size as of December 31 2012

Community rust Bank houdrant

First NBC Bank New Orleans

MtdSouth Bank National \ssociation alas cite

First Guaranty Bat Hammond

Red River lank Alexandria

Home Bank afayette

Gull Coast Bank and Irust Compam New Orleans

10 Fidlit Homestead Sasings
Bank Ness Orleans

it First National Bankers Bank Baton Rouge

12 leche tederal Bank Ness Iberia

13 Crescent Bask Trust New Orleans New Orleans

14 Firs Fcdera Bank of loutsana eke hules

First Amet ivan Bank and rust Vacherie

16 Firs Bank and rust New Orleans Many

17 Sahine State Bank and trust Company Many

18 Citizens National Bank NA Bossier Cay

It Business irst Bank Baton Rouge

20 Ouachita Independent Bank Monroe

The Fsangeline Bank and 3rust Company Ville Platte

22 Jeft Davis Bank rust Company Jennings

ibcrty Bank and Trust ompany Ness Orleans

24 Corcordia Bank trust ompany idalta

2s Progressive
Bank Winnsboru

26 Resource Bank Covfngton

Sc uth louisiana Bank 1lounia

28 omniunits Bank Raceland

29 American Fiatess
ay

Bank Baton Rouge

30 St Martin Bank and Irust ompany St Martinsille

31 Synergy Bank louma

32 Community Bank of ouisina MansBeld

33 Bank of ommerce rust Cross les

33 Investar Bank Baton Rouge

45 Cu stal otnmerce Bank Houma

Fifth District Savings Bank Ness Orleans

Gall Coast Bank Abbes Ole

43 \4etairie Bank Trust Company \4etairie

49 Ray ne State Bank trust Company Rayne

ttottport
Bank Cnttonport

41 Bank frust Company Morgan Ctts

42 Cross Keys Bank Saint Joseph

44 Rank of New Orleans Bletairtc

11 Merchants Farmers Bank Irust

umpany eesville

43 Coniniunits First Bank New Iberta

46 First National Bank of ouisiatta run Icy

VBI Bank Minden

18 Fdhsland hank trust ompany Gibsland

49 Home Federal Bank Shreveport

30 Farmers Metchants Bank lrus

Co iipam
Breaux Bridge

52 St andry Bank and Trust Company Opelousas

34
City

Bank Trust Co Natchitoches

St State Insestors Bank Metairie

55 ity Savings Bank Irust Company Deridder

56 Delta Bank Vidalta

Citizens Bank Ville Platte

58 Rid land State Bank Ray ville

59 ttiaens Bank Irust Company Plaquemine

60 51 andry Homestead Federal Sasings

Bank Opelousas

61 Ibersille Bank Plaquemine

62 The Union Bank Marksstlle

63 The First National Bank of Jeanerette Jeanerette

64 Citizens Sasings Bank Bogalusa

65 Patterson State Bank Patterson

66 Bank of Cousltatta Coushatta

Tn Parish Bank unice

68 Florida Parishes Bank Hammond

69 First National Bank in DeRidder Dc Ridder

70 United Comtnunity Bank Gonzales

First National Bank Arcadia

72 Bank of Zachary Zachaty

73 Peoples Bank and trust ompany of

Potnte Coupee Pat isli Ness Roads

74 American Bank trust onipany Opelousas

The Bank Jennings

Banlc of Abbeville trust onipany Abbeville

Bank of Montgonicrs Montgomery

South afourche Br nk rust

Conipans Larose

79 Hotneland Federal
Savings

Batik olumbta

80 Mississippi
Riser Bank Belle Chasse

81 Guaranty Bank trust Company of

Delhi ouisiana Delhi

82 lensas State Bank Ncssellton

83 Citizens Bank lrctst Compans of

Visian ouisiana Vistan

84 Guaranty Batik Mantoct

85 Franklin State Batik Irust Company Winnsboro

86 First National Bank USA Boutte

Bank of 35 ititiBeld Irust Company Winnfteld

88 Fidelity
Bank l5atoti Rouge

89 Witttisboro State Bank Trust

otiipatiy
33 ititishoro

90 The Highlands Batik JJson

91 Jotiesboro State Batik Jotieshorti

92 Guaranty Batik atid rctst Company Ness Roads

93 Washitigtoti
State Batik Washingtoti

94 Marion State Bank \Ianion

95 Vermilioti Batik Trust Cornparty Kaplatt

96 Plaquecnirte Batik trust ompany Plaquemttie

Atithem Batik rust Plaquetiiitic

98 ttatik cit Ruston Rctstoti

99 Batik ot Sutiset atic Irctst ompany Sctnset

Meadoss

Jotiess tile

102 American Banlc frctst ompatiy Cositigtott

103 Fxchange Batik atid Irust Cotiipatis

Natcliitoclies octisiana Natchitoclies

104 Bank of St lraticisville Satttt ranctsvillc

105 Citizetis Banlc Trust ompatiy Cos irtgtott

106 lakeside Bank take VarIes

107 First omtiictnity
Bank Hatiittiuncl

108 Landmark Batik lititon

109 Feliciana I5ank Irctst otupans Cltntoti

itt aldwell Bank Trust
ottipatiy

olctmhia

Itt Hiberrtia I5atik New Orleans

112 Kaplan State Bank Kaplart

113 leche Batik rust

114 Farmers State Batik Trctst Co

113 St lammany Homestead Sasings aticl

oan Association os ttigtott

116 Fureka Hotnestead Metatrie

Batik of brath rath

118 Bank of octisiatia Ness Orleans

119 Utiton
Savitigs

and oati Associatioti New Orleans

120 ittzetis Progressise
Batik olttmbta

121 Batik of Gtteydan Gcteydan
_________

122 Ctilfax Batikitig Conipativ Folfax

123 Jackson Partsli Batik Jotiesbot

124 The Sernoti Bank eesville

123 Batilc of Jena Jetia

126 Bank of Ritiggold Rttiggold

12 Dodge Batik lrctst
otitpany Hoclge

128 Rayne Building atid oan Associattoti Ray tte

129 Sittttiiesport State Batik Si mntesport

140 Ihe Bank of Cotiitiierce \i bite astle

Delht

142 Beauregard FSB Dertdder

133 Batik of Oak Ridge Oak Rtdge

144 First National Batik of Bentoti Bcnton

135 Batik of Maritigoctiti Manittgoctitt

136 Basile State Batik Bastle

hctrclt Poitit Banlc and Trctst ornpany hctrch Pot it

148 Ahheville Builditig oats

State hartcred
Sasitigs Batik \hhesihlc

139 the Mer Roctge State Batik

140 Sicily
Island State Batik

141 fri State Batik and Irust

142 Progressive
at iotirtl Batik of DeSoto

Parish

143 Mcttctal
Savitigs

md loati Association Metairte

144 Pectples Batik hathiam

143 West Carroll Cummutiits Batik Oak Cros

\Shittiey
Batik

Ihet ithtnk

Ness Orleans

atayette

100 State Batik Irust otiipany

lOt atahoctla LaSalle Batik

Saitit Slartitiville

Fhctrcli Poi it

131 nnitiiercial apital
Bank

41 Soutlierti
Herttage

Batik

51cr Roctgc

Stcily Islatid

Iactgliton

Mattsfteld

Jonesville







ho be ead con at 31
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At or For the Years Eoded December 31

in thousands ercept for

2011 2010 2009 2008

Set uritHs 633163 481961 5261829 5139162

13 derQ ur ds 28 68630 9129 13279 8Th

u-a mu of unca i100rro 573100 575640 $583902 $o0636

AIowan moo 8879 8317 919 6432

Iota ts $1353866 $1132792 9930847 $8 1231

Tota 105 ts $1207302 1007383 $799746 87803

3orrowmgs 15423 12589 31929 18 122

ockholdrrs 126602 97938 94935 6i87

Co or or 96 akht equity 87167 76963 74165

Se unt eo 555808 342589 $241 952 $127186

Fe ia funds 01d 23 172 11007 21662 1747

oa rm at ca acorns 382687 593429 $599609 $600834

lot oa thug aaut $1191400 964039 $906158 $752093

lot 96 $1230 587 51015681 $9496556 $1 3702

$1103355 883440 $842 $07

Borro 12 742 27321 22907 16

oePho lem equity 108321 99575 77133 67769

nrnoi Stockhole equity 82225 79245 700o5

ri verag 69

Is on everaoe art on equity 13 96

Th or rye aon eouily adjusted for preferred

.oek uivider be 13

96 rn cvrag gib assets 072

Returm averag gible co rmrnon equity 96

Relumn aver ible co anion equity adjusted for

preferrd sloe Hi do 812 00 896

Net rniri 331 So 23

rape oar deposits 52.81 96 81 9/

tei icy to 5617 713

LI ale ii cc up amort /ation of intangibles id

cc ritas ira iS 6029 o98 6199 61 20

Or iv ayee year 26 230 22b

0.65 96

917

737 00

0.68%

1064 96

099 00

12.65

1097

101

1338

1181

396

67.17

56.20 00

0.80 96

10.84 96

999 96

082 96

.78 00

10.88 96

307 96

71190o

60.80

269



At or For the Years Ended December 31

2011 2010 2009 2008

in thousands except for and share data

CaptaI Ratios

Average stockholders equity to average assets 74 00 880 9.80 8.13 8.50

Average tangible equity to average tangible assets 9.42 00 8.50 9.46 7.74 8.02

Common stockholders equity to total assets 6.7j 00 6.44 6.79 7.97 7.52

Tier leverage capital Consolidated 9.03 8.69 9.58 7.88

Tier capital Consolidated 13 13.71 11.98 00 11.90 9.19

Total risk-based capital Consolidated 15.31 14.75 00 13.03 12.97 10.11

Inco ne Data

Interest income 453195 $54609 $51390 $47191 $47661

Interest expense $13i20 $15118 $13223 $14844 $15881

Net interest income $2075 $39491 $38167 $32347 $31780

Provision for loan losses 4134 $10187 5654 4155 1634

Noninterest income excluding securities

transactions 272 7839 6741 5909 5689

Securities losses gains 4868 3531 2824 2056

Loss on securities impairment 97 829 $4611

Noninterest expense 531161 $28821 $26827 $24007 $23241

Earnings before income taxes 31/920 $11756 $15251 $11321 7982

Net income 512059 8033 810025 7595 5512

Net income available to common shareholders $10084 6057 8692 7001 5512

Net earnings 61 0.98 1.42 1.14 0.90

Cash dividends paid 064 0.58 0.58 0.58 0.58

Book value 1506 13.85 12.58 12.13 10.71

Dividend payout ratio 40.00 00 59.60 40.94 50.82 Oe 64.53

Weighted average number of shares outstanding 6292855 6205652 6115608 6115608 6115608

Number of shares outstanding year end 6201 332 6294227 6115608 6115608 6115608

Market data

High 1859 17.51 16.93 22.73 22.73

Low 1- .09 12.05 15.45 10.91 22.09

Trading Volume 04038 625197 199488 181925 405299

Stockholders of record 1444 1407 1361 1356 1343

4sset Quality Ratios

Nonperforming assets to total assets 67 00 2.13 2.73 1.68 1.14

Nonperforming assets to loans 3.74 5.04 Oe 5.38 2.65 1.63

Loan loss reserve to nonperforming assets 94 oe 30.73 26.86 50.68 65.46 00

Net charge-offs to average loans 0.45 1.65 0.89 0.45 0.22

Provision for loan loss to average loans 1.75 0.95 0.69 0.27

Allowance for loan loss to total loans 1.55 1.44 1.34 1.07

HstoricaI share and
per

share amounts have been adjusted to reflect the ten percent stock deiidend paid February 24 2012 to stockholders of record as of

February 17 2012
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nancial highhghts for 201 and 2011 are as fo lows

First Guaranty Bancshares issued tea percent stock dir dend

February 24 2012 stockholders cord is of ebr ary

2012

Not income for the year end uf 2012 aad 231 was

iiil ion and $8 million resoective NJ incoma to ommor

sharehnlders after eferred stoca dvidenc was $10.1 ru lion

and $6 million for the year end 20 and 2011 wi

eamrrgs pm coaimon siare $1 60 ru $6.98 raipec in

The increase in net income year ov yar is orirnarily frori

decrease ii provision for loan loss exper so

Net interest income for 2012 was $42 .1 llio rc was

increase of $2.6 rrilion from 2011 $29.a nrillion Th rot

interest margin was for 2012 co ipared to 3.3 to 20

Toal assets at December /1 2012 week hi lo increasc

of $53 mi lion or 90 when compared to llio at

Decemtrer 31 2011 The ir crease total ssets tro ri

2012 it from ncreased deposits aid retained 1ar iings ra were

invested into loans and secu ties

The we ghted average maturity of the cr es portfolio dcc easea

from 10 years at December 31 20 .0 years at caintiar

31 2012

In este ent securities totaled $661 roll on at Dx nbcr 31
2012 ii increase of $28 mill or wte corip red to $633

rmii lion at December31 20 At Demnibcr 20 cvai aLa

for sale securities at fair value totaled $6023 ft
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Dc amber 31 2011 Ia Decemoe 31 2012 ne so matu ity
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31 2011 The demease in told to matu tv secur ties was due

caleb troids

The ne oan portfo io December toO ea $6

mi on net increase of $54 nillior from the Dccci her 31

2011 net loan portfolo Oa $564 io Net bars ar ad iced

by the allowance for bar losses wh oh totaled $10 iii II on at

December 31 2012 and $8.9 million December 21

Total lea is net of unea ned iricoaie were $629.5 mior

Deembe 31 2012 co npared $573 mil ror for ecembcr
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Nonperforning loans decreased $2.0 mi Inn $21.1 lo
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decreased from 5.04% at December 31 2011 to 3.74% at

December 31 2012 Nonperforming assets to total assets

decreased from 2.13% at December 31 2011 to 1.67% at

December 31 2012

Total deposits were $1.3 billion at December 31 2012 an

increase of $45.3 million or 3.7% from the year end December

31 2011 total deposits of $1.2 billion

Total interest expense decreased $2.0 million to $13.1 million for

the year ended December 31 2012 from $15.1 million for the

same period in 2011

Return on average assets for the year end December 31 2012

and December 31 2011 was 0.89% and 0.65% respectively

Return on average common equity for the year end December

31 2012 and December 31 2011 was 13.03% and 9.77%

respectively Return on average common equity adjusted for

preferred stock dividends were 10.90% and 7.37% for 2012 and

2011 respectively

Book value per common share was $15.06 as of December 31

2012 compared to $13.85 as of December 31 2011

Cash dividends declared and paid for 2012 and 2011 were $0.64

and $0.58 per common share respectively

Application of Critical Accounting Policies

The accounting and reporting policies of the Company conform

to generally accepted accounting principles in the United States

of America and to predominant accounting practices within the

banking industry Certain critical accounting policies require

judgment and estimates which are used in the preparation of the

financial statements

Other-Than-Temporary Impairment of Investment Securities

Securities are evaluated periodically to determine whether

decline in their value is other-than-temporary The term other-

than-temporary is not intended to indicate permanent decline

in value Rather it means that the prospects for near term recovery

of value are not necessarily favorable or that there is lack of

evidence to support fair values equal to or greater than the carrying

value of the investment Management reviews criteria such as the

magnitude and duration of the decline the reasons for the decline

and the performance and valuation of the underlying collateral

when applicable to predict whether the loss in value is other-than-

temporary Once decline in value is determined to be other-than-

temporary the carrying value of the security is reduced to its fair

value and corresponding charge to earnings is recognized

Allowance Jr Loan Losses

The Companys most critical accounting policy relates to its allowance

for loan losses The allowance for loan losses is established through

provision for loan losses charged to expense Loans are charged

against the allowance for loan losses when Management beheves

that the collectability of the principal is unlikely The allowance

which is based on the evaluation of the collectability of loans and

prior loan loss experience reflects the risks inherent in the existing

loan portfolio and that exist at the reporting date The evaluations

take into consideration number of subjective factors including

changes in the nature and volume of the loan portfolio overall

portfolio quality review of specific problem loans current economic

conditions that may affect borrowers ability to pay adequacy of

loan collateral and other relevant factors Changes in such estimates

may have significant impact on the financial statements For further

discussion of the allowance for loan losses see the Allowance for

Loan Losses section of this analysis and Note and Note to the

Consolidated Financial Statements

Valuation of Goodwill Intangible Assets and Other Purchase Accounting

Adjustments

Intangible assets are comprised of goodwill core deposit intangibles

and mortgage servicing rights Goodwill and intangible assets

deemed to have indefinite lives are no longer amortized but are

subject to annual impairment tests The Companys goodwill is

tested for impairment on an annual basis or more often if events

or circumstances indicate that there may be impairment Adverse

changes in the economic environment declining operations or other

factors could result in decline in the implied fair value of goodwill

If the implied fair value is less than the carrying amount loss

would be recognized in other non-interest expense to reduce the

carrying amount to implied fair value of goodwill The Companys

goodwill impairment test includes two steps that are preceded by

step zero qualitative test The qualitative test allows Management

to assess whether qualitative factors indicate that it is more likely

than not that impairment exists If it is not more likely than not

that impairment exists then the two step quantitative test would

not be necessary These qualitative indicators include factors such

as earnings share price market conditions etc If the qualitative

factors indicate that it is more likely than not that impairment exists

then the two step quantitative test would be necessary Step one is

used to identify potential impairment and compares the estimated

fair value of reporting unit with its carrying amount including

goodwill If the estimated fair value of reporting unit exceeds its

carrying amount goodwill of the reporting unit is considered not

impaired If the carrying amount of reporting unit exceeds its

estimated fair value the second step of the goodwill impairment test

is performed to measure the amount of impairment loss if any Step

two of the goodwill impairment test compares the implied estimated

fair value of reporting unit goodwill with the carrying amount of that

goodwill If the carrying amount of goodwill for that reporting unit

exceeds the implied fair value of that units goodwill an impairment

loss is recognized in an amount equal to the excess

Identifiable intangible assets are acquired assets that lack physical

substance but can be distinguished from goodwill because of

contractual or legal rights or because the assets are capable of

being sold or exchanged either on their own on in combination with

related contract asset or liability The Companys intangible assets

primarily relate to core deposits Management periodically evaluates

whether events or circumstances have occurred that would result in

impairment of value.

Financial Condition

Assets

Total assets at December 31 2012 were $1.4 billion an increase of

$53.4 million or 3.9% from $1.4 billion at December 31 2011

The increase in total assets from 2011 to 2012 is from increased

deposits and retained earnings that were invested into loans and

securities
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Deposits

2012 and 2011 At December 31 2012 the loan portfolio totaled

$629.5 million an increase of approximately $56.4 million or

9.8c from the December 31 2011 loan portfolio totaling $573.1

million The increase in net loans primarily includes an increase of

$49 million in commercial and industrial loans and an increase of

$44.1 million in non-farm non-residential loans Loans represented

50.3% of deposits at December 31 2012 compared to 47.5%

of deposits at December 31 2011 Loans secured by real estate

increased $6.2 million to $471.1 million at December 31 2012

Non real estate loans increased $50.8 million to $159.7 mil ion

at December 31 2012 Real estate and related loans comprised

74.7% of the portfolio in 2012 as compared to 81.0% in 2011

Non-real estate loans comprised 25.3% of the portfolio in 2012 as

compared to 19.0% in 2011 Loan charge-offs taken during 2012

totaled $3.5 million compared to charge-offs of $10.4 million in

2011 Of the loan charge-offs in 2012 approximately $2.1 mil ion

were loans secured by real estate $0.8 million were commercial

and industrial loans and $0.5 million were consumer and other

loans In 2012 recoveries of $0.8 million were recognized on loans

previously charged off as compared to $0.7 million in 2011

Nonperforming Assels

Nonperforming assets were $23.5 million or 1.7% of total assets

at December 31 2012 compared to $28.9 million or 2.1% of

total assets at December 31 2011 The decrease resulted from

$2.0 million decrease in nonperforming loans and $3.3 mil ion

decrease in other real estate The decrease in nonperforming loans

was primarily in construction and land development which decreased

$0.7 million 1-4 family residential decreased $1.0 million and

non-farm non-residential decreased $0.8 million These decreases

vvere partially offset by an increase in nonperforming commercial

and industrial loans of $0.8 million

Total deposits increased by $45.3 million or 3.8% to $1.3 billion

at December 31 2012 from $1.2 billion at December 31 2011

In 2012 noninterest-bearing demand deposits increased $24.3

million interest-bearing demand deposits increased $59.5 million

and savings deposits increased $5.6 million Time deposits decreased

$44.1 million or 6.4% The increase in deposits was principally due

to an increase of $38.6 million in public funds deposits Public

fund deposits totaled $470.5 million or 37.6% of total deposits at

December 31 2012 Five public entities composed $395.3 million

or 84.0% of the total public funds as of December 31 2012 At

December 31 2011 public fund deposits represented 35.8% of

total deposits with balance of $431.9 million As result of the

change in the composition of our deposits to lower cost core deposits

from time deposits our cost of funds has decreased

Borrowings

Short term borrowings increased $2.5 million in 2012 to $14.7

million at December 31 2012 from $12.2 million at December 31
2011 Short-term borrowings are used to manage liquidity on daily

or otherwise short-term basis The short-term borrowings at December

31 2012 were mainly comprised of repurchase agreements and

line of credit with balance of $1.8 million In 2011 short

term borrowings were solely comprised of repurchase agreements

Overnight repurchase agreement balances are monitored daily for

sufficient collateralization Long-term borrowings decreased to $1.1

million in 2012 from $3.2 million in 2011 Long term borrowings

consisted of term loan to the Company originally obtained for the

purpose of the acquisition of Greensburg Bancshares See Note 12

of the Consolidated Financial Statements for additional information

Total Assets
In Billions

Total Loans
In 2vlillions
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The four most significant categories of our loan portfolio are

construction and land development real estate loans 1-4 family

residential loans non-farm non-residential real estate loans and

commercial and industrial loans The Companys credit policy has

specific loan-to-value and debt service coverage requirements

Generally we require loan-to-value of 85.0% or less and debt

service coverage ratio of 1.25x to lOx or higher for non-farm non

residential real estate loans In addition personal guarantees of

borrowers are required as well as applicable insurance Additional

real estate or non-real estate collateral may be taken when deemed

appropriate to secure loan

We geneally require all 1-4 family residential loans to be

underwritten based on the Fannie Mae guidelines These guidelines

include the evaluation of risk and eligibility verification and approval

of conditions credit and liabilities employment and income assets

property and appraisal information It is required that all borrowers

have proper hazard flood and title insurance prior to loan closing

Appraisals and approvals are valid for six months

Generally we require loan-to-value of 80.0% or less and debt

service coverage ratio of 1.25x to lOx or higher for construction

and land development loans In addition detailed construction

cost breakdowns personal guarantees of borrowers and applicable

insurance are required Loans may have maximum maturity of

12-18 months for the construction phase and maximum maturity

of 24 months for land development or 60 months for commercial

construction Additional real estate or non-real estate collateral may

be necessary when deemed appropriate to secure the loan

The Company has specific guidelines for the underwriting of

commercial and industrial loans that is specific for the collateral

type and the business type Commercial and industrial loans are

secured by non-real estate collateral such as equipment inventory

accounts receivable or may be unsecured Each of these collateral

types has maximum loan to value ratios Commercial and industrial

loans have debt service coverage ratio requirements of 1.25x to lOx

Exceptions to policies are considered when appropriate mitigating

circumstances warrant such exceptions We have defined credit

underwriting processes for all loan requests Loan concentrations

by industry type are monitored on an ongoing basis Our loan review

department monitors the performance and credit quality of loans

The special assets department manages loans that have become

delinquent or have serious credit issues

Appraisals and evaluations on all properties shall be valid for period

not to exceed two calendar years from the effective appraisal date for

non-residential properties and one calendar year from the effective

appraisal date for residential properties However appraisals may

be valid longer if there has been no material decline in the property

condition or market condition that would negatively affect the Banks

collateral position

Appraisals for seasoned loans must be reviewed and deemed to

be valid Any renewal loan request in which new money will be

disbursed and the appraisal is older than five years requires new

appraisal New appraisals between renewals are not required unless

the loan becomes impaired and is considered collateral dependent

When loan is impaired and considered collateral dependent an

appraisal may be ordered in accordance with our allowance for loan

losses policy We do not mitigate risk using products such as credit

default agreements and/or credit derivatives These accordingly

have no impact on our financial statements The Company generally

does not offer loan products with established loan-funded interest

reserves

When loan is determined to be impaired and the primary repayment

source is determined to be the liquidation of the collateral

valuation is obtained The valuation is either an external third

party valuation or may be an internal valuation using third party

data such as recent valuation on similar collateral The external

valuations are obtained through the banks appraisal department

Once impairment has been determined the appropriate provision or

charge-off is recorded in the respective reporting period

Management evaluates loans for impairment on quarterly

basis or more frequently if circumstances warrant it If loan is

considered collateral dependent then it is classified as impaired and

nonperforming Existing appraisals are first reviewed to determine

their suitability based on age or market conditions to determine

the impairment amount If the existing appraisals are deemed

satisfactory impairment is recognized in the reporting period If

it is determined that an updated external valuation is needed it

is ordered through the Banks appraisal department The external

valuation can take between one to eight weeks depending upon the

type of collateral Once the valuation is received and reviewed if

impairment is determined it is recognized in the respective reporting

period There have not been any significant delays in this process

during the reporting periods presented

The Company has not charged off an amount different from what

was determined to be the fair value of the collateral as presented in

the appraisal for any period reported
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The following table summarizes fixed and floating rate loans by contractual maturity as of December 31 2012 and December 31 2011

unadjusted for scheduled principal amortization prepayments or repricing opportunities The average life of the loan portfolio may be

substantially less than the contractual terms when these adjustments are considered

201

December 31

in thnij.cnnds

2011

At December 31 2012 fixed rate loans totaled $278.6 million or 45.7c of total loans excluding nonaccrual loans and floating rate loans

totaled $331.4 or 54.3% of total loans excluding nonaccrual loans Floating rate loans are primarily tied to the pr me rate As of December

31 2012 of the $331.4 million in floating rate loans $231.7 million or 69.9c were at the oor rate

Fixed Flaatrng Iota Fixed Floating Total

One year or less 89117 $107176 0196293 $108276 $124052 $232328

One to five years 147896 17.743 323639 160191 98972 259163

Five to 15 years 33770 42595 76365 8393 36891 45284

Over 15 years 7829 5027 13756 8464 6054 14518

Subtotal $278612 $331441 $610053 $285324 $265969 $551293

Nonaccrual loans 22450

Total loans before unearned income 6307 573743

Less Unearned income 241 643

Total loans net of unearned income $629500 $573100
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At December 31 2012 nonperforming assets totaled $23.5 million

compared to $28.9 million at December 31 2011 decrease of

18.5% or $5.4 million Management has not identified additional

information on any loans not already included in impaired loans or

the nonperforming assets that indicates possible credit problems

that could cause doubt as to the ability of borrowers to comply

with the loan repayment terms in the future Nonperforming assets

consist of loans 90 days or greater delinquent and still accruing

nonaccrual loans and other real estate

At December 31 2012 loans 90 days or greater delinquent and

still accruing totaled $0.5 million decrease of $0.3 million or

38.2% compared to the $0.7 million total at December 31 2011

This decrease is due to $0.4 million of loans in the non-farm

non-residential real estate category that were 90 days or greater

delinquent at December 31 2011 transferring to nonaccrual during

2012

At December 31 2012 nonaccrual loans totaled $20.7 million

decrease of $1.8 million or 7.8% compared to December 31

2011 nonaccrual loans of $22.5 million Nonaccrual loans were

concentrated in six credit relationships for total of $12.6 million

or 60.8% of nonaccrual loans at December 31 2012 This is

compared to concentration of five credit relationships in 2011

of $11.7 million or 50.0% of total nonaccrual loans Of the six

credit relationships comprising the concentration in 2012 two

relationships in the non-farm non-residential category totaling $7.4

million were nonaccrual in 2011 One of these loan relationships

was secured by two motel properties and the other loan relationship

was secured by one hotel property In addition the nonaccrual
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$0.7 million charge-off was recorded for loan secured by

1-4 family residence Based on Managements analysis of the

credit there is no specific allocated reserve at December 31

2012 The credit relationship had $1.1 million balance at

December 31 2012

The remaining two of the four loans in this concentration of charge

offs totaled $0.6 million The Company charged off $0.3 million on

1-4 family second mortgage loan and $0.3 million on an equipment

secured loan for fitness facility These loans did not have balance

at December 31 2012

The remaining $1.7 million of charge-offs for 2012 were comprised

of smaller loans and overdrawn deposit accounts

As of December 31 2012 the Company had classified $48.6

million in loans as impaired compared to $51.1 million for the same

period in 2011 The Companys specific reserve allocated for loans

classified as impaired is $3.1 million as of December 31 2012

compared to $2.5 million as of December 31 2011 The Companys

specific reserve for impaired loans was concentrated in five loan

relationships with specific reserve that totaled $2.0 million for

the five loan relationships The principal balance of these five loan

relationships was $8.0 million at December 31 2012

The Company charged off $10.4 million in loan balances during

2011 The following section details these factors on the level of

charged off loans in 2011 The charged off loan balances were

concentrated in seven loan relationships which totaled $7.7 million

or 75% ol the total charged-off amount The details of the charged

off loans in excess of $1.0 million are as follows

$2.7 million chargeoff was recorded for non-owner occupied

real estate loan secured by motel that had loan principal

balance of $4.6 million at the time of the charge-off This credit

relationship was classified as impaired at December 31 2010

and had specific allocated reserve of $0.6 million Additional

analysis of this loan relationship was conducted during 2011

and subsequent charges recognized based on the analysis The

analysis concluded that the real estate market for the motel

property and the condition of the vacant property had declined

during 2011 In addition there was guarantor support of this

credit that was deemed to have declined in 2011 as compared

to December 31 2010

$1.4 million charge-off was taken against loan pomanly

secured by accounts receivable that had principal balance

of $1.8 million at the time of the charge-off At December

31 2010 this loan was performing and did not have specific

reserve allocated The Company subsequently determined

that the receivables securing the loan were fraudulent during

an internal loan review of the credit relationship in 2011 An

immediate impairment was recognized and $1.4 million was

charged off against the loan The Company applied proceeds

from the liquidation of additional collateral to bring the book

balance to zero as of December 31 2011

$1.1 million charge-off was taken on one credit relationship

secured by three real estate properties with total loan principal

balance of $3.2 million at the time of the charge-off The

collateral was comprised of two 1-4 family properties and one

tract of vacant land At December 31 2010 the relationship

had $0.5 million specific reserve allocation During the course

of 2011 the Company foreclosed upon and sold one of the 1-4

family properties and booked the other properties to other real

estate owned Analysis of the credit relationship indicated that

impairment had increased due to deteriorating market conditions

and in anticipation of an extended holding period

The remaining four loans in this concentration of charge-offs totaled

$2.5 million in charge-offs on loan principal balances of $9.0

million as of December 31 2010 These credits were secured by

commercial real estate properties and vacant land As of December

31 2010 these credits had specific allocated reserve of $1.1

million The Company attributes the additional charge-offs due

to deteriorating market conditions deterioration of the vacant

properties and the anticipated holding periods

The remaining $2.7 million of charge-offs for 2011 were comprised

of smaller loan and overdrawn deposit accounts

As of December 31 2011 the Company had classified $51.1 million

in loans as impaired compared to $56.5 million for the same period

in 2010 The Companys specific reserve allocated for loans classified

as impaired is $2.5 million as of December 31 2011 compared to

$3.5 million as of December 31 2010 The decrease in specific

reserves is directly related to the charge-offs taken in 2011 on the

large credits discussed based on Managements determination in

2011 that the losses were certain enough to be charged off rather

than kept in the reserve

The following table shows the allocation of the allowance for loan losses by loan type at the dates indicated

Et Ft

ca ii mi
daa Mu Crniu

na ly aI al at

in thousands except for

Allowance for Loan Loss 098 50 84 64 48 34

of Allowance to Total

Allowance for Loan Losses 10 7% 7% 4% 0.6% 1% 3% 00 /o

of Loans in Each Category
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The following table sets forth activity in our allowance for loan losses for the periods indicated

At or For the Years Ended December 31

2Q11 2010 2009 2008

in thousands

Bal nce at begrnning of period 88/9 8317 7919 6482 6193

of

Real estate loans

Construction and land development 1093 448 166

Faimland 144 10

family residential 409 1613 1534 564 260

MLiltifamily 18

Non farm non residential 5193 235 586 256

Total real estate 12 8043 1774 598 692

No real Es ate

Ag icultural 49 23

Commercial and industrial loans 809 1638 3395 678 561

Consumer and other 653 444 603 360

Total Non-real estate 2314 3839 1281 921

Iota cha ge-offs 0357 $56 2879 $1613

Ro
Rea esta loans

Construction and land development

Famland

family residential 118 11 15 10

Multifamily

Non-farm non-residential 116 13 30 57

Fotal real estate 167 32 42 17 69

Non rea est te

Agricultural

Commercial and industrial loans 371 164 28 10

Consumer and other 83 227 151 116 189

Fotal Non real estate 600 315 144 99

Tot recover es 78 732 357 16 268

Net charge offs 9625 5256 $2718 $1345

Provision for loan losses 41 10187 5654 4155 1634

Balance at end of period $1 8879 83 7919 6482

Net loan charge offs to average loans 1.65% 0.89% 0.45% 0.22%

Net loan charge offs to loans at end of period 1.68% 91% 0.46% 0.22%

Allowance for loan losses to loans at end of period 1.55% 1.44% 1.34% 1.07%

Net loan charge offs to allowance for loan losses .8 108.40% 63.2% 34.32% 20.75%

Net loan charge offs to provision charged to expense 1% 9448% 92.96% 65.42% 82.32%

II
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category Management has modeled the investment portfolio for

liquidity risks and believes that the Company has the ability under

multiple interest rate scenarios to hoJd the portfolio to maturity

Securities classified as available for sale are at fair value and

securities classified as held to maturity are at amortized cost The

Company obtains fair value measurements from an independent

pricing service to value securities classified as available for sale

The fair value measurements consider observable data that may

include dealer quotes market spreads cash flows market yield

curves prepayment speeds credit information and the instruments

contractual terms and conditions among other things For more

information on securities and fair value see Notes and Note 22 to

the Consolidated Financial Statements

Total net securities gains were $4.9 million of which net AFS gains

totaled $4.8 million and net HTM gains from securities called

totaled $0.1 million at December 31 2012 Securities classified as

available for sale had gross unrealized gains totaling $9.8 million at

December 31 2012 which includes $0.8 million in unrealized gains

on agency securities $8.0 million in unrealized gains on corporate

bonds $23000 in unrealized gains on mutual funds or other equity

securities and $1.0 million in unrealized gains on municipal bonds

Securities classified as available for sale had gross unrealized losses

totaling $0.7 million at December 31 2012 which includes $0.3

million in unrealized losses on agency securities $0.4 million in

unrealized losses on corporate bonds Held to maturity securities

had $0.2 million in gross unrealized gains and $0.2 million in gross

unrealized losses as of December 31 2012 The held to maturity

portfolio consisted solely of agency securities at December 31

2012

At December 31 2012 107 debt securities have gross unrealized

losses of $0.9 million or 0.5% of amortized cost The Company

believes that it will collect all amounts contractually due and has

the intent and the ability to hold these securities until the fair value

is at least equal to the carrying value The Company had one U.S

Treasury security 40 U.S Government agency securities and 59

corporate debt securities that had gross unrealized losses for less

than 12 months The Company had seven debt securities which

have been in continuous unrealized loss position for 12 months or

longer All securities with unrealized losses greater than 12 months

were classified as available for sale totaling $2.2 million Securities

with unrealized losses less than 12 months included $153.2 million

classified as available for sale and $24.1 million in held to maturity

agency securities

Average securities as percentage of average interest-earning assets

were 50.1% for the year December31 2012 and 46.7% for the year

ended December 31 2011 At December 31 2012 and 2011 the

carrying value of securities pledged to secure public funds totaled

$476.5 million and $428.6 million respectively

summary comparison of securities by type at December 31 2012 and December 31 2011 is shown below

December 31

2011

Gross Gross

Amer Un Unre Amortized Unrealized Unrealized

oss Cost Gains Losses Fair Value

in thousands

Ava lable fo sae

U.S Treasuries 0000 0000

U.S Government Agencies 3926 278 39 089 319113 1422 328 320207

Corporate debt securities 9488 80 401 67 171927 6250 1222 176955

Mutual funds or other equity securities 87 2773 38 2811

Municipal bonds 10 19 19916 609 20524

Tota avai abe for sale secunt es 49 602 00 $513729 $8319 $1551 $520497

He maturty

U.S Government Agencies 894 89 $112666 535 $113197

otal hed to maturity secunt es $112666 535 14 97
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December 31 2011

More than One Year More than Five Years

One Year or Less through Five Years through Ten Years More than Ten Years

Weighted Weighted Weighted Weighted

Amortized Average Amortized Average Amortized Average Amortized Average

Cost Yield Cost Yield Cost Yield Cost Yield

in thousands except for 0/

Ava lable for sale

U.S ireasuries -% -%

U.S Government Agencies 2026 0.3% 8512 1.5% 98502 2.4% 210074 3.2%

Corporate debt securities 9916 6.6% 47835 4.3% 107723 4.4% 6453 6.3%

Mutual funds or other equity

securities -% 2773 2.8%

Municipal bonds 1325 2.5% 3550 0.9% 8242 3.1% 6798 4.2%

Total available for sale securities $13267 5.2% $59897 3.7% $214467 3.5% $226098 3.3%

Held to maturty

U.S Government Agencies -% $10015 1.9% 50535 1% 52116 3.8%

Tota held to maturity securities -% $10015 1.9% 50535 52 16 3.8%

December 312011

Weighted

Amortized Average

Cost Fair Value Yield

in thousands except for

AvaflaWe for sale

U.S Treasuries

Government Agencies 319113 320207 2.9%

Corporate debt secuntes 171927 176956 6%

MutLial funds or other equty securities 2773 2810 2.5%

Mun ctpal bonds 19916 20524 3.0%

ot available for sale securities $513729 $520497 3.5%

He to maturity

U.S Government Agencies $112666 $113197 39%

ot held to maturity securities $112666 $113197 3.3%
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As of December 31 2012 the aggregate amount of time deposits in amounts greater than or equal to $100000 was approximately $425.0

million The following table sets forth the maturity of these time deposits as of December 31 2012 2011 and 2010

December 31

2011 2010

Weighted Weighted

Average Average

Balance Rate Balance Rate

in thousands except for

Due in one year or less $811 24% $339192 1.5% $209979 1.3%

Due after one year through three

years 95 17% 100318 2.3% 189833 2.6%

Due after three years 17 73 2% 23502 3.0% 20331 3.5%

Total $463012 1.8% $420143 2.0%

The following table sets forth public funds as percent of total deposits

December 31

20 2011 2010 2009

in thousands excep for

Total Public Funds $431905 $356153 $268474

Total Deposits $1207302 $1007383 $799746

otal Public unds as percent of Total Deposits .6% 35.8% 35.4% 33.6%

Borrowings

The following table sets forth information concerning balances and interest rates on all of our short-term borrowings at the dates and for the

periods indicated

December 31

2011 2010

in thousands except for

Outstanding at year end 14746 $12223 $12589

Maximum month end outstanding $22493 $30465

Average daily outstanding Dl4 60 $11030 $13086

Weighted average rate during the year 0.18% 0.21%

Average rate at year end 0.21% 0.21%

Stockholdeis Equity and Return on Equity and Assets

Stockholoers equity provides source of permanent funding allows for future growth and the ability to absorb unforeseen adverse

developments At December 31 2012 stockholders equity totaled $134 million compared to $126.6 million at December 31 2011

Information regarding performance and equity ratios is as follows

December 31

2011 2010

Retu on average assets 9% 0.65% 99%

Retu on average common equity
.0 9.77% 12.65%

Return on average common equity adjusted for preferred stock dividends 090 7.37 10.97

Dividend payout ratio 00% 59.60% 40.94%
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December 31

2011 2010

in thousands exc pt for

Vi d/ Average YieldI Average YeIdI

at Balance Interest Rate Balance Interest Rate

nterest-earning assets

Interest-earning deposits with

banks 46 188 .2% 29733 50 2% 16923 41 0.2

Securities including FHLB

stock 40 89 29% 555808 19691 3.5% 342589 15043 4.4%

Federal funds sold 97 1% 23172 19 0.1% 11007 13 0.1%

Loans held for sale 09 .8% 199 10 5.0% 91 5.5%

Loans net of unearned income 1% 582488 34839 6.0% 593429 36288 6.1%

Total interest-earning assets 496 $1191400 $54609 4.6% 964039 $51390 53%

Nonintarest earmng assets

Cash dnd due from banks 10 9418 17961

Premises and equipment net 19 87 17893 16662

Other assets 48 11876 17019

Tota Assets $1230587 $1015681

ab0 It qu

In erest bea ng IabHtes

Demand deposits 8% 221053 920 0.4% 185195 846 0.5%

Savings deposits 98 1% 53043 50 0.1% 43544 42 1%

Time deposits 29 60 1% 679736 13962 2.1% 529181 12218 3%

Borrowings 08 0.7% 12742 186 1.5% 27324 117 04%

Total interest bearing liabilities 20 966574 51 .6% 785244 3223 17%

Nonnterest bearuig IiabI ties

Demand deposits 30 07 149523 125520

Other 6400 6169 5343

To Liabflities 122 22 122266 916107

Stockholders equity 1991 108321 99574

Total Liabilities and

Stockholders $1230587
_______

$1015681

Net interest income 075 $39491 $38167

Net interest rate spreadw 8% 3.0% 6%

Net interest earning assets2 224826 17879

Net interest margin3 3.3% 4.0%

Average interest-earning assets

to interest-bearing liabilities .4% 123.3% 122 8%

Net interest rate spread represent the difference between the yield on average intere earning assets and the cost of average intere bearing liabilities

12 Net interest earning assets represent total interest-earning assets less total interest-bearing liabilities

Net interest margin represents net interest income divided by average tota intere t-earning as ets

1k
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ioninterest ncome increased $0.2 million to $1 million in 20

from $1.5 rn Ilion in 2011 In 2011 the Compa iy recognOed

$1.7 mill on gain on acquisition wh ch is rupo ted in the nonirterest

income section of the income statement

\oninterest Fxpensc

Non nterest expense totaled $31.2 rrill on 54 2012 and $28

million in 2011 Salaries and berefits increased $1 oil Or

2012 to $13 million compared to lii ion 2011 This

can be partly explained by the total numher employees increus

from 269 full time equivalents at December 31 2011 2/
December 31 2012 Occupancy and eq Jipment expense totalod

$3 mil ion and $3.5 million in 20 L2 and 2011 resoectively

Other noni iterest expense totaled $13 mi ore 12 an

icrease of $1.0 millon or 7.o% when compared to 28 mi lion

2011 Regulatory assessment expense totaled $1 iiillio in

2012 compared to $1 million in 2011 Foi 2012 the oct cos

othe rca estate and repossess ons ncreased $0.8 mill to $2
million when compared to $1.3 million 201

ii on 20 whic is relatively

.c to nillion 2011 Service

$4.8 milbo for 2012



The following is summary of the significant components of other noninterest expense

During 2010 the Company made noncash donation of

approximately $0.7 million associated with the sale of our Benton

Louisiana branch facility This donation is reflected in marketing and

public relations expense

Total noninterest expense includes expenses paid to related parties

Related parties include the Companys executive officers directors

and certain business organizations and individuals with which such

persons are associated During the years ended 2012 2011 and

2010 the Company paid approximately $2.5 million $2.3 million

and $2.2 million respectively for goods and services from related

parties See Note 17 to the Consolidated Financial Statements for

additional information

Inca me Taxes

The provision for income taxes for the years ended December 31

2012 2011 and 2010 was $5.9 million $3.7 million and $5.2

million respectively The increase in the provision for income taxes

is result of higher income and non-taxable gain on acquisition

for 2011 when compared to 2012 The Companys statutory tax

rate was 35.0% 34.0% and 342% in 2012 2011 and 2010

respectively See Note 20 to the Consolidated Financial Statements

for additional information

Results of Operations for the Years Ended December 31

2011 and 2010

Net Income

Net income for the year ended December 31 2011 was $8.0 million

decrease of $2.0 million or 25.0% from $10.0 million for the

year ended December 31 2010 Net income available to common

shareholders for the period ending December 31 2011 was $6.1

million decrease of $2.6 million from the $8.7 million for the year

ended December 31 2010 The decrease is primarily attributable

to an increase of $4.5 million in the provision for loan loss expense

Net interest income increased by $1.3 million In addition net gains

on sales of securities increased $0.7 million from $2.8 million in

2010 to $3.5 million in 2011 while having loss from impaired

securities in 2011 of $0.1 million compared to having no loss in

on impaired securities in 2010 Noninterest expense increased

$2.0 million primarily from increased salaries expense as well as

an increase in other expenses which include professional fees data

processing advertising insurance travel depreciation sales and

franchise tax as well as tax on capital Income tax expense decreased

by $1.5 million due to the decrease in net income and the increase

in non-taxable income from the Companys gain on acquisition

Earnings per common share for the year ended December 31 2011

was $0.98 per common share decrease of 31.0% or $0.44 per

common share from $1.42 per common share for the year ended

December 31 2010

Net Interest Income

Net interest income in 2011 was $39.5 million an increase of $1.3

million or 3.5% when compared to $38.2 million in 2010 Loans

on average for 2011 were our largest interest-earning asset and

46.4% of our total loans less nonaccruals and unearned income

are floating rate loans which are primarily tied to the prime lending

rate Loans which have floors greater than the rate due under the

variable rate provision are considered fixed rate loans until such time

that the floors equals the rate due under the variable rate provision

The Companys investment portfolio continued to increase in size

relative to the loan portfolio during 2011 The interest income from

securities was $19.7 million in 2011 an increase of $4.7 milhon
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Income Taxes

The orovision for ncome faxes for the years ided Dccci her 31

2011 2010 and 2009 was $3.7 million $ei mi hon j3

million respectively The decrease in the piov or for incime trees

result of lower income arid an increase iii ron-taxable income for

2011 when compared to 2010 If Company statuto tax rate

2011 was 34 0% wh ch was relatively nchanged from 32% and

34 0% in 2010 arid 2009 respectively

Asset Liab
lily Management

Our asset/liability nanagement ALM orocess consists

quantifyir analyzing and control ing interest rate sk IRR Ia

maintain reasonably stable net interest income levels undr various

interest rate environments The principa objecL ye of is to

maximize net interest income while operating within accep able

limits establ shed for interest rate risk and to riaintanr adeouate

levels of Iquidity

The majority of our assets and liablibes are monetary in nature

Consequently one of our most significan forms of narket isk

interest rate risk Our assets consisting irramily of oans secured

by real estate and fixed rate securities ii our investnnne it port olio

have longer maturities than our iabiliLies consisti ig 01 anly

deposits As result principal part of ou bus ness rategy

to manage interest rate risk and reduce the exposure of oui net

nterest icome to changes in market nterent rates Ow Boa of

Directors has established two committees the Manage ne it Asset

Liabilty Committee and the Board lmvestmeit Comm flee to

oversee the interest rate risk inherent in ou assets arid liabilities for

dete mining the level of risk that appropricte given our bus ness

strategy operating environment caoita liciuidity
and performance

objertives arid for managing tfns risk ccnisistcn with 11 gi idelirs

approved by the Board of Directors The Ma iagemrent /\sset Lianility

Committee is comprised of senior members Management anc

meets as needed to review our asset abI ty P0 icies and iterest

rate risk position he Boarc Investment Caminittee compnisec of

board members and meets monthly Se ho 3lamiagernierit makes ci

monthly report to the Board Investment Co iimittee

The nterest spread and liability furndng discussed below arc directly

related to changes in asset and liability mixes volumes mnatciit es

arid repricirg opportunities for interest-earring assets ann nterest

bearing liabilities Interest-sensitive assets arid liabilities are those

wfuch are subject to being repriced in tfne ieam term mb Ii ig hot

floating or adjustable rate instrumerts and nstruments approach ng

maturity The interest sennitivity gap is the dIfference netiveer

total interest-sensitive assets and total interest-sensitive liab ties

Interost rates on our various asset and liabi ity categorier do iot

respond unformly to changing market cordit ons Irterest ate risk

is the degree to rich interest rate uctuations in the nanketplace

can affect net interest income
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The increasing rate scenarios show sligh ly highe levels of iet

nterest income and higher levels of volablity The de resing

scenarios show slightly lower leve of NIl These sce rarios

insta rtaneous shocks that assume balance sheet manage icr II

mirror the base case Shou the yield curve begin to ruse fall

Management has several strategies ava lable to siaximize rarsings

opportunilies or offset the negative impact to earn rgs Fo exan pIe

in falling rate environment deposit oricing strategies could

adjusted to further sway customer behavior to non contrcctrial ir

short term ess than 12 months co itrac ual deposel irocJucts

which would reset downward with the cha rges in the yield curve

and prevailing market rates Another opportunty at the sta of such

cyc would be reinvesting the secc rities portfo io cash flows ii to

longer term norrucallable bonds that wo Id ock higher yalds

Even if nterest rates change in the designated amounts here can

be no assurance that our assets and iab it es wou perfor as

anticipated Additionally change in the U.S Trcrasuy rales

the designated amounts accompanied by change in ie shpe
of the U.S treasury yield curve would cause sig rificantly ffercnt

changes to NIl than indicated above Strategic rranagemerl oc our

balance sheet and earnings would be ad usted to acco iioda

these movements As with any method of neasuring IRE cc

shortcomings are inherent the nethods of analys presen ad

above For example although certain assets and ab lities ay have

similar maturities or periods to repricing they may react in different

degrees to changes in market interest rates Also the inte .st ates

on certain types of assets and liabilities may flue uale in dsarrce

of changes in market interest rates wule irterest rates on other

types may lag behind changes in mark rates Also ttie ability of

many borrowers to service tf eir debt may decrease in toe en ito in

interest rate increase We consider all of these factors
nr

9w ing

its exposure to interest rate risk

The Company pursued strategy in 2012 to redLice long terc inti rest

rate risk The contractual matLirity of the inveshnent portfolio sias

shortened to lower cash flow exterrsion sk Deposit inaturrties cr
extended and generally priced lower is Company con uiued

generate floating rate loans to reduce the rise net interest icome

should interest rates se

Liqurdrty

Liquidity refers to the ability or flexibility to rria iage future cah flows

to meet the needs of depositors and borrowers and fund ope acio is

Maintaining appropriate levels of liquft ity allowe the Ccrmpar to

have sufficient funds available to meet cusornrer deiiand loans

withdrawal of deposit balances id maturil.ies of deposits arid

other liabilities Liquid assets include cash ard dLe frorrr banks

interest-ce rning demand deposits with ba iks federa funds sold arrd

available tor sale investment securi ies IncIL ding securities pledged

to collateralize public fund deposits

.wans maturing within one year or less December 2012

totaled $196.3 million At December 2012 time eposi

maturing within one year or less totaled $394.0 rn lion

The Company maintained net borrowing caoacity excluding ters

of credit of $50.0 million at the Federal Home Loa Rank toaling

$99.0 million and $13L19 million at December 20 aid

No rI rest oxc risk ii asures the risk of decline in

ws du nterest cafes ftc table below preserts

clvs ate us measured by the estimated

is itor ran ting from an instan aneous ard

su ie ye urve at December 31 2012

Sl ieasune basis point increments 00 through

JO cc nts ase cuse Ease case encompasses key

rgti n.s nix lea and deposit growth pricing

ymnie eds decay ates securities portfolio cash

floss aid mm nest tegy ird the market value of certain

as as under iteresm ate scenarios The base case

mC oar assL re Il rer Aerest rate environment is he

stant ft ugt ou ft cas period for static balance sheet

ar is itamreo ms are pertormed against that yield cjrve
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2011 respectively We also maintain federal funds lines of credit at

three correspondent banks with borrowing capacity of $76.6 million

at December 31 2012

Capital Resources

The Companys capital position is reflected in stockholders equity

subject to certain adjustments for regulatory purposes Further our

capital base allows us to take advantage of business opportunities

while maintaining the level of resources we deem appropriate to

address business risks inherent in daily operations

Total stockholders equity increased $7.6 million or 6.0% to $134.2

million at December 31 2012 from $126.6 million at December

31 2011 The increase in stockholders equity is attributable to the

$12.1 million in consolidated earnings and $1.6 million increase

in accumulated other comprehensive income The increases were

partially offset by $4.0 million in dividends on common stock

$2.0 million in dividends on preferred stock and $0.1 million of

purchases of the Companys common stock into treasury

Off-balance sheet commitments

The Company is party to financial instruments with off-balance

sheet risk in the normal course of business to meet the financing

needs of its customers and to reduce its own exposure to fluctuations

in interest rates These financial instruments include commitments

to extend credit and standby and commercial letters of credit

Those instruments involve to varying degrees elements of credit

and interest rate risk in excess of the amount recognized in the

Consolidated Balance Sheets The contract or notional amounts of

those instruments reflect the extent of the involvement in particular

classes of financial instruments

The exposure to credit loss in the event of nonperformance by the

other party to the financial instrument for commitments to extend

credit and standby and commercial letters of credit is represented

by the contractual notional amount of those instruments The same

credit policies are used in making commitments and conditional

obligations as it does for on-balance sheet instruments Unless

otherwise noted collateral or other security is not required to support

financial instruments with credit risk

Set forth below is summary of the notional amounts of the financial

instruments with off-balance sheet risk at December 31 2012 and

December 31 2011

Commitments to extend credit are agreements to lend to 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 fee Since

commitments may expire without being drawn upon the total

commitment amounts do not necessarily represent future cash

requirements Each customers creditworthiness is evaluated on

case-by-case basis The amount of collateral obtained if deemed

necessary upon extension of credit is based on Managements

credit evaluation of the counterpart Collateral requirements vary

but may include accounts receivable inventory property plant and

equipment residential real estate and commercial properties

Standby and commercial letters of credit are conditional

commitments to guarantee the performance of customer to third

party These guarantees are primarily issued to support public and

private borrowing arrangements including commercial paper bond

financing and similar transactions The majority of these guarantees

are short-term one year or less however some guarantees extend for

up to three years The credit risk involved in issuing letters of credit

is essentially the same as that involved in extending loan facilities

to customers Collateral requirements are the same as on-balance

sheet instruments and commitments to extend credit There were no

losses incurred on any commitments in 2012 2011 or 2010

II

ii uuIIiI
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10 the Stockholders and Board of Directors

First Guaranty Bancshares Inc

We have audited the accompanying consolidated balance sheets of First Guaranty Bancshares Inc as of

December 31 2012 and 2011 and the related consolidated statements of income comprehensive income

changes in stockholders equity and cash flows for each of the years in the three year period ended

December 31 2012 Fhese financial statements are the responsibility of the Companys Management Our

responsibility is to express an opinion on these 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 recuire 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 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

consolidated financial position of First Guaranty Bancshares Inc as of December 31 2012 and 2011 and

the consolidated results of its operations and its cash flows for each of the
years

in the three
year period

ended December 31 2012 in conformity with accounting principles generally accepted in the United

States of America

We also audited in accordance with the standards of the American Institute of Certified Public

Accountants First Guaranty Bancshares Inc.s internal control over financial reporting as of December

31 2012 based on criteria established in Internal Control Integrated Framework issued by the

Committee of Sponsoring Organi7ations of the Treadway Commission and our report dated March 27

2013 expressed an unqualified opinion thereon

Castaing Hussey Lolan LLC

New Iberia Louisiana

March 27 2013





Years Ended December 31

2012 2011 2010

in thousands except share data

nterest Incoria

Loans including fees 36 136 34839 36288

Loans held for sale 10

Deposits with other banks 50 41

Securities including FHLB stock 1899 19691 15043

Federal funds sold 10 19 13

Total tnterest Income 5195 54609 51390

Interest Expense

Demand deposits 920 846

Savings deposits 50 42

Time deposits 11560 13962 12218

Borrowings 122 186 117

Total Interest Expense 1310 15118 13223

Net Interest Income 42075 39491 38167

Less Provision for loan losses 134 10187 5654

Net Interest Income after Provson for Loan Losses 941 29304 32513

Nonmterest Income

Service charges commissions and fees 4770 4596 4133

Net gains on securities 4868 3531 2824

Loss on securities impairment 97
Net loss gains on sale of loans 114 283

Loss gain on sale of fixed assets 109 962

Gain on acquisition 1665

Other 1679 1463 1363

Total Noffinterest Income Ii 140 11273 9565

Noninterest Expe se
Salaries and employee benefits 13668 12529 11769

Occupancy and equipment expense 71 3473 3191

Other 3780 12819 11867

Total Noffinterest Expense 31.161 28821 26827

Incorre Before Incoue Taxes 17 20 11756 15251

Less Provision for income taxes 861 3723 5226

Net Income 2059 8033 10025

Preferred stock dividends 19/2 1976 1333
Income Available to Common Shareholders $10087 6057 8692

Pm Common Share

Earnings 1.60 0.98 1.42

Cash dividends paid 661 0.58 0.58

Weighted Average Common Shares Outstandmg 6292855 6205652 6115608

See Notes to Consolidated Financial Statements

12011 and 2010 share amounts reflect the ten percent stock dividend paid February 24 2012 to stockholders of record as of February 17 2012
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Series Series Series

Preferred Preferred Preferred
Accumulated

Stock Stock Stock Common Other

$1000 $1000 $1000 Stock$1 Treasury Retained Comprehensive

Par Par Par Par1 Surplus Stock Earnings Income/fLoss Total

in thousands except share data

Balance December 31 2009 $19630 $1140 $6116 $36240 $29732 $2077 $94935

Net income 10025 10025

Change in unrealized

loss on AFS securities
336 2336

net of reclassification

adjustments and taxes

Cash dividends on common
558 558

stock $0.58 per share

Preferred stock dividends
229 24

_______ ______
1333

___________
1128

amortization and accretion

ance December 31 2010 $19859 $1116 $6116 $36240 $34866 8259 $97938

Net income 8033 8033

Change in unrealized

loss on AFS securities
726 4726

net of reclassification

adjustments and taxes

Common stock issued in

acquisition 179036 178 3147 294 3031

shares

Preferred stock issued 39435 39435

Cash dividends on common
610 610

stock $0 58 per share

Preferred stock repurchase 20030 1098 21128

Preferred stock dividends
171 18 ______

1976 1823
amortization and accretion

Ian December 12011 $39435 $6294 $39387 8370 $4467 26602

Net income 12059 12059

Change in unrealized

loss on AFS securities
581 581

net of reclassification

adjus ments and taxes

Treasury shares purchased 54 54
at cost 2895 shares

Cash dividends on common 4035 4035
stock $0.64 per share

Preferred stock dividends 1972 ___________
1972

Ia eebr3l $93 624 14 $4 31

See Notes to Consolidated Financial Statements

2009 through 2011 share amounts reflect the ten percent stock dividend paid February 24 2012 to stockholders of record as of February 17 2012





NOTES TO CONSOLIDATED FINANCIAl STATEMFNTS

Note Business id Siminarv Significant

ccounti Policies

Business

First Guaranty Bancshares Inc the Company is Louisiana

corporation headquartered in Hammond Louisiana The Company

owns all of the outstanding shares of common stock of First

Guaranty Bank First Guaranty Bank the Bank is Louisiana

state-chartered commercial bank that provides diversified

range of financial services to consumers and businesses in the

communities in which it operates These services include consumer

and commercial lending mortgage loan origination the issuance of

credit cards and retail banking services The Bank also maintains an

investment portfolio comprised of government government agency

corporate and municipal securities The Bank has 21 banking

offices including one drive-up banking facility and 28 automated

teller machines ATMs in north and south Louisiana

Summary of significant accounting policies

The accounting and reporting policies of the Company conform

to generally accepted accounting principles and to predominant

accounting practices within the banking industry The more

significanL accounting and reporting policies are as follows

Consolidation

The consolidated financial statements include the accounts of

First Guaranty Bancshares Inc and its wholly owned subsidiary

First Guaranty Bank All significant intercompany balances and

transactions have been eliminated in consolidation

Acquisition Accounting

Acquisitions are accounted for under the purchase method of

accounting Purchased assets including identifiable intangibles

and assumed liabilities are recorded at their respective acquisition

date fair values If the fair value of net assets purchased exceeds

the consideration given gain on acquisition is recognized If the

consideration given exceeds the fair value of the net assets received

goodwill is recognized Fair values are subject to refinement for up

to one year after the closing date of an acquisition as information

relative to closing date fair values becomes available Purchased

loans acquired in business comb nation are recorded at estimated

fair value on their purchase date with no carryover of the related

allowance for loan losses See Acquired Loans section below

for accounting policy regarding loans acquired in business

combinat on

Use of estimates

The preparation of financial statements in conformity with generally

accepted accounting principles requires Management to make

estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosure of contingent assets and

liabilities at the dates of the financial statements and the reported

amounts of revenue and expense during the reporting periods

Actual results could differ from those estimates Material estimates

that are particularly susceptible to significant change in the near-

term relate to the determination of the allowance for loan losses the

valuation of real estate acquired in connection with foreclosures or in

satisfaction of loans and the valuation of goodwill intangible assets

and other purchase accounting adjustments In connection with

the determination of the allowance for loan losses and real estate

owned the Company obtains independent appraisals for significant

properties

Cash and cash equivalents

For purposes of reporting cash flows cash and cash equivalents are

defined as cash due from banks interest-bearing demand deposits

with banks and federal funds sold with maturities of three months

or less

Securities

The Company reviews its financial position liquidity and future

plans in evaluating the criteria for classifying 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

available for sale are stated at fair value The unrealized difference

if any between amortized cost and fair value of these AFS securities

is excluded from income and is reported net of deferred taxes in

the consolidated statements of comprehensive income Realized

gains and losses on securities are computed based on the specific

identification method and are reported as separate component of

other income

Any security that has experienced decline in value which

Management believes is deemed other-than-temporary is reduced

to its estimated fair value by charge to operations In estimating

other-than-temporary impairment losses Management considers

the length of time and the extent to which the fair value has been

less than cost the financial condition and near-term prospects

of the issuer and the intent and ability of the Company to retain

its investment in the issuer for period of time sufficient to allow for

any anticipated recovery in fair value Amortization of premiums and

discounts is included in interest and dividend income Discounts and

premiums related to debt securities are amortized using the effective

interest rate method

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

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 30 days Buyers generally have

recourse to return purchased loan under limited circumstances

Recourse conditions may include early payment default breach

of representations or warranties and documentation deficiencies

Mortgage loans held for sale are generally sold with the mortgage

servicing rights released Gains or losses on sales of mortgage loans

are recognized based on the differences between the selling price

and the carrying value of the related mortgage loans sold
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Although Management uses available information to recognize losses impairment test is performed to measure the amount of impairment

on loans because of uncertainties associated with local economic

conditions collateral values and future cash flows on impaired

loans it is reasonably possible that material change could occur in

the allowance for loan losses in the near term However the amount

of the change that is reasonably possible cannot be estimated The

evaluation of the adequacy of loan collateral is often based upon

estimates and appraisals Because of changing economic conditions

the valuations determined from such estimates and appraisals may

also change Accordingly the Company may ultimately incur losses

that vary from Managements current estimates Adjustments to

the allowance for loan losses will be reported in the period such

adjustments become known or can be reasonably estimated All loan

losses are charged to the allowance for loan losses when the loss

actually occurs or when Management believes that the collectability

of the principal is unlikely Recoveries are credited to the allowance

at the time of recovery

The allowance consists of specific general and unallocated

components The specific component relates to loans that are

classified as doubtful substandard or special mention For such

loans that are also classified as impaired an allowance is established

when the discounted cash flows or collateral value or observable

market price of the impaired loan is lower than the carrying value of

that loan The general component covers non-classified loans and is

based on historical loss experience adjusted for qualitative factors

An unallocated component is maintained to cover uncertainties

that could affect Managements estimate of probable losses The

unallocated component of the allowance reflects the margin of

imprecision inherent in the underlying assumptions used in the

methodologies for estimating specific and general losses in the

portfolio

Goodwill and Intangible assets

Intangible assets are comprised of goodwill core deposit intangibles

and mortgage servicing rights Goodwill and intangible assets

deemed to have indefinite lives are no longer amortized but are

subject to annual impairment tests The Companys goodwill is

tested for impairment on an annual basis or more often if events

or circumstances indicate that there may be impairment Adverse

changes in the economic environment declining operations or other

factors could result in decline in the implied fair value of goodwill

If the implied fair value is less than the carrying amount loss

would be recognized in other non-interest expense to reduce the

carrying amount to implied fair value of goodwill The Companys

goodwill impairment test includes two steps that are preceded by

step zero qualitative test The qualitative test allows Management

to assess whether qualitative factors indicate that it is more likely

than not that impairment exists If it is not more likely than not

that impairment exists then no impairment exists and the two step

quantitative test would not be necessary These qualitative indicators

include factors such as earnings share price market conditions

etc If the qualitative factors indicate that it is more likely than not

that impairment exists then the two step quantitative test would

be necessary Step one is used to identify potential impairment

and compares the estimated fair value of reporting unit with its

carrying amount including goodwill If the estimated fair value of

reporting unit exceeds its carrying amount goodwill of the reporting

unit is not considered impaired If the carrying amount of reporting

unit exceeds its estimated fair value the second step of the goodwill

loss if any Step two of the goodwill impairment test compares

the implied estimated fair value of reporting unit goodwill with the

carrying amount of that goodwill If the carrying amount of goodwill

for that reporting unit exceeds the implied fair value of that units

goodwill an impairment loss is recognized in an amount equal to

that excess

Identifiable intangible assets are acquired assets that lack physical

substance but can be distinguished from goodwill because of

contractual or legal rights or because the assets are capable of being

sold or exchanged either on their own on in combination with related

contract asset or liability The Companys intangible assets primarily

relate to core deposits These core deposit intangibles are amortized

on straight-line basis over terms ranging from seven to 15 years

Management periodically evaluates whether events or circumstances

have occurred that impair this deposit intangible

Premises and equipment

Premises and equipment are stated at cost less accumulated

depreciation Depreciation is computed for financial reporting

purposes using the straight-line method over the estimated useful

lives of the respective assets as follows

Buildings and improvements

Equipment fixtures and automobiles

10-40 years

3-10 years

Expenditures for renewals and betterments are capitalized and

depreciated over their estimated useful lives Repairs maintenance

and minor improvements are charged to operating expense as

incurred Gains or losses on disposition if any are recorded in the

Statements of Income

Other real estate

Other real estate includes properties acquired through foreclosure

or acceptance of deeds in lieu of foreclosure These properties are

recorded at the lower of the recorded investment in the property or

its fair value less the estimated cost of disposition Any valuation

adjustments required prior to foreclosure are charged to the allowance

for loan losses Subsequent to foreclosure losses on the periodic

revaluation of the property are charged to current period earnings

as other real estate expense Costs of operating and maintaining the

properties are charged to other real estate expense as incurred Any

subsequent gains or losses on dispositions are credited or charged

to income in the period of disposition

Off-balance sheet financial instruments

In the ordinary course of business the Company has entered into

commitments to extend credit including commitments under credit

card arrangements commitments to fund commercial real estate

construction and land development loans secured by real estate and

performance standby letters of credit Such financial instruments

are recorded when they are funded

Income taxes

The Company and its subsidiary file consolidated federal income

tax return on calendar year basis In lieu of Louisiana state income

tax the Bank is subject to the Louisiana bank shares tax which

is included in noninterest expense in the Companys consolidated

financial statements With few exceptions the Company is no longer
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The Company based the allocation of the purchase price on the fair sh

values of the assets acquired and the liabilities assumed The net

gain represents the excess of the estimated fair value of the assets

acquired over the estimated fair value of the liabilities assumed less

the total consideration given The gain of $1.7 million was recognized

as Gain on acquisition in the Non interest income section of the

Companys Consolidated Statements of Income This acquisition was

an open market arms-length transaction The gain was driven by an

inactive market for the stock of Greensburg Bancshares Inc

oc ii

summary comparison of securities by type at December 31 2012 and 2011 is shown below

December

2011

Gro Gross Gross

Am Amortized UnreaUzed Unreafized

lo es Cost Gains Losses Fair Value

in thousands

fo

U.S Treasuries 20000 20000

U.S Government agencies 16 7n 78 39308 319113 1422 328 320207

Corporate debt securities 9488 67 171927 6250 1222 176955

Mutual funds or other equity

securities 2773 38 2811

Municipal bonds 481 10 19 19916 609 20524

otal ava Ia le for sale

securities 49 $9 60 $5 3729 $8319 $1551 $520497

Government agencies 89 79 893 $112666 535 5113197

otal held to ma urity secunties 43 79 39 12666 535 $113197

The scheduled maturities of securities at December 31 2012 by contractual maturity are shown below Expected maturities may differ

from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties

Certain reserves are required to be maintained at the Federal

Reserve Bank The requirement as of December 31 2012 and 2011

was $27.9 million and $23.5 million respectively At December

31 2012 and 2011 the Company had accounts at correspondent

banks excluding the Federal Reserve Bank that exceeded the FDIC

insurable limit of $250000 by $0.6 million and $0.1 million for

2012 and 2011 respectively
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The amount of investment securities issued by government agencies

with unrealized losses and the amount of unrealized losses on those

investment securities are primarily the result of market interest rates

The Company has the ability and intent to hold these securities in

its current portfolio until recovery which may be until maturity

The corporate debt securities consist primarily of corporate bonds

issued by the following types of organizations financial insurance

utilities manufacturing industrial consumer products and oil and

gas Also included in corporate debt securities are trust preferred

capital securities many issued by national and global financial

services firms The Company believes that the each of the issuers

will be able to fulfill the obligations of these securities The Company

has the ability and intent to hold these securities until they recover

which could be at their maturity dates

The held to maturity portfolio is comprised of government sponsored

enterprise securities such as FHLB FNMA FHLMC and FFCB The

securities have maturities of 15 years or less and the securities

are used to collateralize public funds As of December 31 2012

public funds deposits totaled $470.5 million The Company has

maintained public funds in excess of $175.0 million since December

2007 Management believes that public funds will continue to be

significant part of the Companys deposit base and will need to be

collateralized by securities in the investment portfolio

Overall market declines particularly in the banking and financial

industries as well as the real estate market are result of

significant stress throughout the regional and national economy

Securities with unrealized losses in which the Company has not

already taken an OTTI charge are currently performing according

to their contractual terms Management has the intent and ability

to hold these securities for the foreseeable future The fair value

is expected to recover as the securities approach their maturity or

repricing date or if market yields for such investments decline As

result of uncertainties in the market place affecting companies in

the financial services industry it is at least reasonably possible that

change in the estimate will occur in the near term

Securities that are other-than-temporarily impaired are evaluated

at least quarterly The evaluation includes performance indications

of the underlying assets in the security loan to collateral value

third-party guarantees current levels of subordination geographic

concentrations industry analysts reports sector credit ratings

volatility of the securities fair value liquidity leverage and capital

ratios and the Companys ability to continue as going concern If

the Company is in bankruptcy the status and potential outcome is

also considered

The Company believes that the securities with unrealized losses

reflect impairment that is temporary and that there are currently

no securities with other-than-temporary impairment There were

no impairments recognized on securities in 2012 In 2011 the

Company realized $0.1 million security impairment that consisted

of the writedown of BBC Capital Trust bonds In August of 2011

these bonds were sold and $45000 of the writedown was recovered

and recognized as gain on sale of securities in other noninterest

income During 2010 the Company did not record an impairment

writedown on its securities

At December 31 2012 the Companys exposure to investment

securities issuers that exceeded 10% of stockholders equity as

follows

11

in thousands

Federal Home Loan Bank FHLB 029

Federal Home Loan Mortgage

Corporation Freddie Mac
FHLMC 868 86 80

Federal National Mortgage

Association Fannie Mae FNMA

Federal Farm Credit Bank FFCB 1267 699i

U.S Treasuries 0000 20000

otal 64 47 02



Thnlowr ble 7es te omponents of the Companys loan portfolio as of December 31 2012 aid December 31 20

Tb ol ow abC ur na es fixed and floating rate loans by contractual maturity as of December 31 2012 and Deoei ibe 31
Ltd or Ic lec icpal payments prepaymerts or mpr cing opportur it es The average life of the loan portfolio nay be SLILSIalt ly

ban 1w rw ii or ris these adjustments are considered



The majority of floating rate loans have interest rate floors As of December 31 2012 $231.7 million of these loans were at the floor rate

compared to $257.4 million at December 31 2011 Nonaccrual loans have been excluded from the calculation

The following tables present the age analysis of past due loans at December 31 2012 and December 31 2011

As of December 31 2011

30-89 90 Days Recorded

Days Past or Greater Total Past Investment 90

Due Past Due Due Current Total Loans Days Accrumg

in thousands

Construction land development 240 1520 1760 76854 78614

Farmland 45 562 607 10970 11577

1-4 family 2812 5957 8769 80433 89202 309

Multifamily 617 617 16297 16914

Non-farm non-residential 878 12818 13696 254922 268618 419

iota real estate 4592 20857 25449 439476 464925 728

NonR tt

Agricultural 90 315 405 16933 17338

Commercial and industrial 147 1986 2133 65892 68025

Consumer and other 389 28 417 23038 23455

Total non real estate 626 2329 2955 105863 108818

Total ans before nearried ncome $5218 $23186 $28404 $545339 $573743 $736

Unearned income 643

otal aans net of unearned mcome $573100
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The following table identifies the credit exposure of the loan portfolio by specific credit ratings

Real Estate

Construction land

development

Farmland

1-4 family

Multifamily

Non-farm non
residential

Total real estate

Nan Real Estate

Agricultural

Commercial and

industrial

Consumer and other

Total non-real estate

Total loans before

unearned income

Unearned income

Total loans net of

unearned income

As of December 31

Notc 11ossance for oart Lo sos

The allowance for loan losses is reviewed by the Companys

management on monthly basis and additions thereto are recorded

pursuant to such reviews In assessing the allowance several internal

and external factors that might impact the performance of individual

loans are considered These factors include but are not limited to

economic conditions and their impact upon borrowers ability to

repay loans industry trends and independent appraisals Periodic

changes in these factors impact the assessment of each loan and its

overall impact on the allowance for loan losses

The monitoring of credit risk also extends to unfunded credit

commitments such as unused commercial credit lines and letters of

credit reserve is established as needed for estimates of probable

losses on such commitments

summary of changes in the allowance for loan losses by portfolio type for the year ended December 31 2012 and 2011 is as follows

As of December 32012

Construction

and land

Development

Non-far

non

residential

mmercia

and

Agricultural Industrial

Consumer

and other Unallocated Iota

Allowance for

Cretht Losses

Beginning

balance

Charge-offs

Recoveries

2012

Special

Pass Mention

29654 5595

Substandard Doubtful

2011

Total Pass

in thousands

Special

Mention

11059

71240

6746

Substandard Doubtful Total

7117

806

607 44856 67602 82 $10930 78614

123 1118 11485 92 41577

9116 87473 80053 1770 7379 89202

7303 1485o 9545 7369 16914

274970 10603 27141 312716 235448 372 32798 268618

393669 24123 53290 71082 404133 2224 58568 464925

17969 75 432 18476 17304 34 17338

108590 3834 3001 17425 65553 93 2379 6802o

23560 140 58 23758 23345 43 67 23455

150119 4049 5491 159659 106202 136 2480 108818

$543788 $28172 $58781 $630741 $510335 $2360 $61048 $573743

1241

5629500

643

$573100

Real Estate Loans

1-4

Farmland Famdy

Multi

famdy

Non-Real Estate loans

in thousands

$1002 $65 $1917 $780 $2980 $125 $1407 $314 $289 8879

65 1409 18 459 49 809 473 4/1

15 35 116 329 283 /80

Provision 146 16 1696 309 1029 13 1561 109 69 4134

Enifing Balance 1098 $50 $2239 $281 $3666 64 $2488 $33 5226 $J03-2
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As of December 31 2011

Allowance

individually

evaluated for

impairment 139 392 701 1224

Allowance

collectively

evaluated for

impairment 863

Allowance at

December 31 2011 1002 65 1917 780 2980 125 1407 314 289 8879

Loans individually

evaluated for

impairment 7998 3591 7369 31397

Loans collectively

evaluated for

impairment
__________ ________ _______ _______ ________

Loans at December

312011 before

unearned income

Unearned income

Total loans net of

unearned income

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 Management determines the significance of payment

delays and payment shortfalls on case-by-case basis taking into

consideration all of the circumstances surrounding the loan and the

borrower including the length of the delay the reasons for the delay

he borrowers prior payment record and the amount of the shortfall in

relation to the principal and interest owed Impairment is measured

on loan-by-loan basis for commercial and construction loans by

either the present value of expected future cash flows discounted at

the loans effective interest rate the loans obtainable market price

or the fair value of the collateral if the loan is collateral dependent

As an administrative matter this process is only applied to impaired

loans or relationships in excess of $250000

$573100

Construction

and Land

Development

Real Estate Loans Non-Real Estate Loans

1-4

Farmland Family

Multi

family

Non-farm

non

residential Agricultural

in thousands

Commercial

and

Industrial

Consumer

and other

65 1525 79

Unallocated Total

2456

289 64231756 125 1407 314

70616 11577 85611 9545 237221 17338 67287

738 51093

23455 522650

$78614 $11577 $89202 $16914 $268618 $17338 $68025 $23455 $573743

643

Large groups of smaller balance homogeneous loans are collectively

evaluated for impairment Accordingly individual consumer and

residential loans are not separately identified for impairment

disclosures unless such loans are the subject of restructuring

agreement

Changes in the allowance for loan losses are as follows

Years Ended December 31

2012 2011 2010

in thousands

Balance at Beginning

of Year

Provision

Charge-offs

Recoveries

879 $8317 $7919

134 10187 5654

3451 10357 5613

780 732 357

S10342 $8879 $8317Balance at Year End
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The following is summary of impaired loans by class

As of December 31 2011

Unpaid Average Interest Interest

Recorded Principal Related Recorded Income Income

Investment Balance Allowance Investment Recognized Cash Basis

in thousands

Impaired Loans with no related allowance

Real estate

Construction land development 937 960 634 91 64

Farmland

1-4 family 858 1192 2388 218 32

Multifamily

Non-farm non-residential 8710 10708 _______
11549 824 409

Total real estate 10505 12860 14571 1133 505

Non Real Estate

Agricultural

Commercial and industrial 738 1737 2986 238 102

Consumer and other

Total non-real estate 738 1737 2986 238 102

Total Impaired Loans with no related allowance $11243 $14597 $17557 $1371 607

lmpmred Loans with an allowance recorded

Real estate

Construction land development 7061 7061 139 7243 477 376

Farmland

1-4 family 2733 2870 392 1127 57 56

MLlltifamily 7369 7369 701 6347 288 333

Non-farm non-residential 22687 23637 1224 21180 1261 815

Total real estate 39850 40937 2456 35897 2083 1580

Non-Real Estate

Agricultural

Commercial and industrial

Consumer and other

Total non-real estate

Total Impaired Loans with an allowance recorded $39850 $40937 $2456 $35897 $2083 $1580

Total Impaired Loans $51093 $55534 $2456 $53454 $3454 $2187
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Information about the Companys TDRs occurring during each year as of December 31 2012 is presented in the following table

December 31

Troubled Debt RestrLcturings 2012 2011

Number Pre-Modification Post-Morhficatmn Number PreModification Post-Modification

of Outstandmg Outstanding Recorded of Outstanding Outstanding Recorded

Contracts Recorded Investment Investment Contracts Recorded Investment Investment

in thousands

eaI Estate

Construction land

development 2840 2840

Farmland

1-4 Family 1694 1694

Multifamily 6015 6015

Non-farm non residential 6998 6998

Total real estate 11 17547 17547

Non-Real Estate

Agricultural

Commercial and

industrial

Consumer and other

Total Non-Real Estate

Total 11 $17547 $17547

The following is summary of the TDRs that subsequently defaulted after restructuring during the previous twelve months

Froubled Debt Restructunngs that subsequently defaulted

Number of Contracts Recorded Investment

in thousands

Real Estate

Construction land development

Farmland

1-4 Family 1753

Multifamily

Non-farm non residential

Total real estate 1753

Non-Real Estate

Agricultural

Commercial and industrial

Consumer and other

Total Non-Real Estate

Total $1753



iajc tego ii en ig pre cases and equipment at

ce er are as follows

iJ

ger rbz

rca giblc assets nor

Coropa cdwi

in 01 is

O/ oodw

ow uesi ed to have indefi nte yes are

ore subject to mpairment testing 01 ier

rio to be amorhzad over their useful lives

tne differen in purchase price over

acouired from the Homestead Bancorp

$2 wi Ion at Decembe 31 2012

and 2011 No impairment charges have been recogrized on he

Companys intangible assets Mortgage servicirg rights we

relatively changed tota iig $0 mO ion Dccc rber 31 7012

and 2011 Other inangib assets recorder nclude coic deposit

intangibles which are subject to nortzation Ce ceighted

average amortization period remaining for the Cornpai ys core

deposit intangibles is 7.3 years the core de osits dangible ml oct

the value of deposit relationships ncluding the bench ia iates

which arose from acquisitions

lcwir 11005 zes the Comoany purchased accounting

tanoib ose oj
to amor ization

December 31

Dp iat so ounted pproximate $16 mHlion and

mi 21 20 respectively

2011

yr \le Gross Carrying Accumulated Net Carrying
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Note 10 Other Real Estate ORE
Other real estate owned consists of the following

Real Estate Owned AcqLdred by Fareclosure

Residential

Construction land development

Non-farm non-residential

Total Other Real Estate Owned and

Foreclosed Property

Note 11 Deposi

time deposits each with minimum denomination of $100000

was approximately $425.0 million and $463.0 million at December

31 2012 and 2011 respectively

Note 12 Borrowings

Short-term borrowings are summarized as follows

Securities sold under agreements

to repurchase $12.46

Line of credit

Securities sold under agreements to repurchase which are classified

as secured borrowings generally mature daily Interest rates on

repurchase agreements are set by Management and are generally

based on the 91-day Treasury bill rate Repurchase agreement

deposits are fully collateralized and monitored daily The Companys

available lines of credit with correspondent banks including the

Federal Home Loan Bank totaled $175.6 million at December 31
2012 and $176.0 million at December 31 2011

At December 31 2012 the Company had $24.1 million in blanket

lien availability primarily secured by commercial real estate loans

and $124.7 million in custody status availability primarily secured

by commercial real estate loans and family mortgage loans

$1186 $1342 Total gross availability at the FHLB was $149.0 million at December

1083 li 31 2012 Net availability after consideration of the Companys

$50.0 million letter of credit was $99.0 million at December

125 3206 31 2012 The Company also had lines available with other banks

totaling $76.6 million at December 31 2012

The aggregate amount of time deposits having remaining term of

more than one year for the next five years are as follows

The table above includes for December 31 2012 brokered

deposits totaling $15.9 million of which $10.9 million were in

reciprocal time deposits acquired from the Certificate of Deposit

Account Registry Service CDARS The aggregate amount of jumbo

The following schedule provides certain information about the

Companys short-term borrowings during the periods indicated

December 31

2012 2011 2010

in thousands except for

Outstanding at year end $14746 $12223 $12589

Maximum month-end

outstanding $31850 $22493 $30465

Average daily outstanding $14560 $11030 $13086

Weighted average rate

during the year 025 018 0o 0.21 00

Average rate at year end 075 0.21 0.21

The Companys senior long-term debt priced at Wall Street Journal

Prime plus 75 basis points 4.00% totaled $1.1 million at

December 31 2012 The Company pays $50000 principal plus

interest monthly This loan has maturity date of April 22 2017 arid

is secured by pledge of 13.2% 735745 shares of the Companys

interest in First Guaranty Bank wholly owned subsidiary under

Amortization expense relating to purchase accounting intangibles

totaled $0.4 million $0.3 million and $0.2 million for the year

ended December31 2012 2011 and 2010 respectively Estimated

amortization expense of other intangible assets is as follows

For the Years Ended

December 31

Estimated Amortization

Expense

December 31

2012 2011

in thousands

in thousands

2013 5320

2014 $320

2015 $320

2016 $320

2017 $320

These estmates do not assume the addition of any new intangible

assets that may be acquired in the future nor any writedowns

resulting from impairment

December 31

2012 2011

in thousands

Tota shortterm borrowings

1800

$14146

$12223

$12223

$2394 $5709

December 31 2012

in thousands

2013 $393984

2014 173870

2015 44314

2016 14964

2017 and thereafter 21316

Total $648448
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December 31 2012 and 2011 that the Company and the Bank met

all capital adequacy requirements to which they were subject

As of December 31 2012 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

Note 16 Dividend Restrictions

The Federal Reserve Bank FRB has stated that generally

bank holding company should not maintain rate of distributions

to shareholders unless its available net income has been sufficient

to fully fund the distributions and the prospective rate of earnings

retention appears consistent with the bank holding companys capital

needs asset quality and overall financial condition As Louisiana

corporation the Company is restricted under the Louisiana corporate

law from paying dividends under certain conditions

maintain minimum total risk-based Tier risk-based and Tier

leverage ratios as set forth in the following table There are no

conditions or events since the notification that Management believes

have changed the Banks category The Companys and the Banks

actual capital amounts and ratios as of December 31 2012 and

2011 are presented in the following table

First Guaranty Bank may not pay dividends or distribute capital assets

if it is in default on any assessment due to the FDIC First Guaranty

Bank is also subject to regulations that impose minimum regulatory

capital and minimum state law earnings requirements that affect

the amount of cash available for distribution In addition under the

Louisiana Banking Law dividends may not be paid if it would reduce

the unimpaired surplus below 50% of outstanding capital stock in

any year

The Bank is restricted under applicable laws in the payment
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Note 19 Other Expenses

The following is summary of the significant components of other

non interest expense

The Company does not capitalize advertising costs They are

expensed as incurred and are included in other noninterest expense

on the Consolidated Statements of Income Advertising expense

was $0.4 million $0.3 million and $0.4 million for 2012 2011

and 2010 respectively The increase in net costs from other real

estate and repossession is largely attributable to writedowns of $1.4

million for 2012 compared to $0.8 million for 2011

Note 20 Income Taxes

The following is summary of the provision for income taxes included

in the Statements of Income

The difference between income taxes computed by applying the

statutory federal income tax rate and the provision for income taxes

in the financial statements is reconciled as follows

December 31

2011 2010

in thousands except for

Statutory tax rate 340 34.2

Federal income taxes

at statutory rate $4001 $5224

Tax exempt gain on

December 31
acquisition 566

202 2011 2010
Other 288

in thousands Tota $3723 $5226

Current $3673 $4604

Deferred 50 622

To $3723 $5226
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Standby and commercial letters of credit are conditional

commitments to guarantee the performance of customer to third

party These guarantees are primarily issued to support public and

private borrowing arrangements including commercial paper bond

financing and similar transactions The majority of these guarantees

are short--term one year or less however some guarantees extend for

up to three years The credit risk involved in issuing letters of credit

is essentially the same as that involved in extending loan facilities to

customers Collateral requirements are the same as on-balance sheet

instruments and commitments to extend credit

There were no losses incurred on commitments in 2012 2011 or

2010

Note 22 Fair Value Measurements

The fair value of financial instrument is the current amount that

would be received to sell an asset or paid to transfer liability in

an orderly transaction between market participants fair value

measurement assumes that the transaction to sell the asset or transfer

the liability occurs in the principal market for the asset or liability

or in the absence of principal market the most advantageous

market for the asset or liability Valuation techniques use certain

inputs to arrive at fair value Inputs to valuation techniques are the

assumptions that market participants would use in pricing the asset

or liability They may be observable or unobservable The Company

uses fair value hierarchy for valuation inputs that gives the highest

priority to quoted prices in active markets for identical assets or

liabilities and the lowest priority to unobservable inputs The fair

value hierarchy is as follows

Level Inputs Unadjusted quoted market prices in active markets

for identical assets or liabilities that the reporting entity has the

ability to access at the measurement date

Level Inputs Inputs other than quoted prices included in Level

that are observable for the asset or liability either directly or

indirectly These might include quoted prices for similar assets or

liabilities in active markets quoted prices for identical or similar

assets or liabilities in markets that are not active inputs other than

quoted prices that are observable for the asset or liability such

as interest rates volatilities prepayment speeds or credit risks or

inputs that are derived principally from or corroborated by market

data by correlation or other means

Level Inputs Unobservable inputs for determining the fair values

of assets or liabilities that reflect an entitys own assumptions about

the assumptions that market participants would use in pricing the

assets or liabilities

description of the valuation methodologies used for instruments

measured at fair value follows as well as the classification of such

instruments within the valuation hierarchy

Securities available for sale Securities are classified within Level

where quoted market prices are available in an active market

Inputs include securities that have quoted prices in active markets

for identical assets If quoted market prices are unavailable fair

value is estimated using quoted prices of securities with similar

characteristics at which point the securities would be classified

within Level of the hierarchy Securities classified Level in the

Companys portfolio as of December 31 2012 includes municipal

bonds and preferred equity security

Impaired loans Loans are measured for impairment using the

methods permitted by ASC Topic 310 Fair value of impaired loans

is measured by either the loans obtainable market price if available

Level the fair value of the collateral if the loan is collateral

dependent Level or the present value of expected future cash

flows discounted at the loans effective interest rate Level Fair

value of the collateral is determined by appraisals or by independent

valuation

Other real estate owned 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 Fair values of other real estate owned

OREO at December 31 2012 are determined by sales agreement

or appraisal and costs to sell are based on estimation per the terms

and conditions of the sales agreement or amounts commonly used

in real estate transactions Inputs include appraisal values on the

properties or recent sales activity for similar assets in the propertys

market and thus OREO measured at fair value would be classified

within Level of the hierarchy

Certain non-financial assets and non-financial liabilities are

measured at fair value on non-recurring basis including assets and

liabilities related to reporting units measured at fair value in the

testing of goodwill impairment as well as intangible assets and other

non-financial long-lived assets measured at fair value for impairment

assessment

The following table summarizes financial assets measured at fair

value on recurring basis as of December 31 2012 and 2011

segregated by the level of the valuation inputs within the fair value

hierarchy utilized to measure fair value

December 31

2011

in thous nd

Securities available for sale

measured at fair value $520497

Fair Value Measurements Using

Quoted Prices in Active Markets

For Identical Assets Level 3203

Significant Other Observable

Inputs Level $509778

Significant Unobservable Inputs

Level 87 7516
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ASC 825-10 provides the Company with an option to report selected

financial assets and liabilities at fair value The fair value option

established by this statement permits the Company to choose to

measure eligible items at fair value at specified election dates

and 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 Company has chosen not to elect the fair value option for any

items that are not already required to be measured at fair value

in accordance with accounting principles generally accepted in the

United States and as such has not included any gains or losses in

earnings for the year ended December 31 2012

Note 23 Financial Instruments

Fair value estimates are generally subjective in nature and are

dependent upon number of significant assumptions associated

with each instrument or group of similar instruments including

estimates of discount rates risks associated with specific financial

instruments estimates of future cash flows and relevant available

market information Fair value information is intended to represent

an estimate of an amount at which financial instrument could

be exchanged in current transaction between willing buyer

and seller engaging in an exchange transaction However since

there are no established trading markets for significant portion

of the Companys financial instruments the Company may not be

able to immediately settle financial instruments as such the fair

values are not necessarily indicative of the amounts that could be

realized through immediate settlement In addition the majority

of the financial instruments such as loans and deposits are held

to maturity and are realized or paid according to the contractual

agreement with the customer

Quoted market prices are used to estimate fair values when

available However due to the nature of the financial instruments in

many instances quoted market prices are not available Accordingly

estimated fair values have been estimated based on other valuation

techniques such as discounting estimated future cash flows using

rate commensurate with the risks involved or other acceptable

methods Fair values are estimated without regard to any premium

or discount that may result from concentrations of ownership of

financial instruments possible income tax ramifications or estimated

transaction costs The fair value estimates are subjective in nature

and involve matters of significant judgment and therefore cannot be

determined with precision Fair values are also estimated at specific

point in time and are based on interest rates and other assumptions

at that date As events change the assumptions underlying these

estimates the fair values of financial instruments will change

Disclosure of fair values is not required for certain items such as

lease financing investments accounted for under the equity method

of accounting obligations of pension and other postretirement

benefits premises and equipment other real estate prepaid

expenses the value of long-term relationships with depositors

core deposit intangibles and other customer relationships other

intangible assets and income tax assets and liabilities Fair value

estimates are presented for existing on- and off-balance sheet

financial instruments without attempting to estimate the value of

anticipated future business and the value of assets and liabilities

that are not considered financial instruments In addition the tax

ramifications related to the realization of the unrealized gains and

losses have not been considered in the estimates Accordingly the

aggregate fair value amounts presented do not purport to represent

and should not be considered representative of the underlying market

or franchise value of the Company

Because the standard permits many alternative calculation

techniques and because numerous assumptions have been used

to estimate the fair values reasonable comparison of the fair value

information with other financial institutions fair value information

cannot necessarily be made The methods and assumptions used to

estimate the fair values of each class of financial instruments that

are not disclosed above are as follows

Cash and due from banks interest-bearing deposits with banksfederal

funds sold and federalfunds purchased

These items are generally short-term in nature and accordingly the

carrying amounts reported in the consolidated balance sheets are

reasonable approximations of their fair values

Investment Securities

Fair values are principally based on quoted market prices If quoted

market prices are not available fair values are based on quoted

market prices of comparable instruments or the use of discounted

cash flow analyses

Loans Held for Sale

Fair values of mortgage loans held for sale are based on commitments

on hand from investors or prevailing market prices These loans are

classified within Level of the fair value hierarchy

Loans net

Market values are computed present values using net present value

formulas The present value is the sum of the present value of all

projected cash flows on an item at specified discount rate The

discount rate is set as an appropriate rate index plus or minus an

appropriate spread These loans are classified within Level of the

fair value hierarchy

Accrued interest receivable

The carrying amount of accrued interest receivable approximates its

fair value

Deposits

Market values are actually computed present values using net

present value formulas The present value is the sum of the present

value of all projected cash flows on an item at specified discount

rate The discount rate is set as an appropriate rate index plus or

minus an appropriate spread Deposits are classified within Level

of the fair value hierarchy

Accrued interest payable

The carrying amount of accrued interest payable approximates its

fair value

Borrowings

The carrying amount of federal funds purchased and other short-

term borrowings approximate their fair values The fair value of the

Companys long-term borrowings is computed using net present

value formulas The present value is the sum of the present value

of all projected cash flows on an item at specified discount rate

The discount rate is set as an appropriate rate index plus or minus

an appropriate spread Borrowings are classified within Level of

the fair value hierarchy
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Note 26 Condensed Parent Company Information

The following condensed financial information reflects the accounts and transactions of First Guaranty Bancshares Inc parent company

only for the dates indicated

First Guaranty Bancshares Inc

Condensed Balance Sheets

December31

2012 2011

in thousands

Assets

Cash 1291 1618

Investment in bank subsidiary 135538 127801

Investment securities

Available for sale at fair value 64 291

Other assets 407 286

Total Assets 137300 129996

Liabilities and Stockholders Equity

Longterm debt 2900 3200

Other liabilities 219 194

Total Liabilities 3119 3394

Stockholders Equity 134181 126602

Total Liabilities and Stockholders Equity 137300 129996

First Guaranty Bancshares Inc

Condensed Statements of Income

December 31

2012 2011 2010

in thousands

Operating Income

Dividends received from bank subsidiary 6400 4600 $6893

Other income 32

Total operating income 6401 4632 6897

Operating Expenses

Interest expense 91 166

Salaries Benefits 101 85 88

Other expenses
667 927 766

Total operating expenses
859 1178 854

Income before income tax benefit and increase in equity in undistributed earnings of subsidiary 5542 3454 6043

Income tax benefit 373 200 296

Income before increase in equity in undistributed earnings of subsidiary 5915 3654 6339

Increase in equity in undistributed earnings of subsidiary 4379 3686

Net Income 12059 8033 10025

Less preferred stock dividends 1972 1976 1333

Net income available to common shareholders $10087 $6057 $8692
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Market for Registrants Common Equity Related

Stockholder Matters and Issuer Purchases of Equity

Securities

There is no liquid or active market for our common stock The

Companys shares of common stock are not traded on stock

exchange or in any established over-the-counter market Trades

occur primarily between individuals at price mutually agreed upon

by the buyer and seller Trading in the Companys common stock

has been infrequent and such trades cannot be characterized as

constituting an active trading market

The following table sets forth the high and low bid quotations for

First Guaranty Bancshares Inc.s common stock for the periods

indicated These quotations represent trades of which we are aware

and do not include retail markups markdowns or commissions and

do not necessarily reflect actual transactions As of December 31

2012 there were 6294227 shares of First Guaranty Bancshares

Inc common stock issued

March 31 .5 $16.93 $16.93 $0145

June 30 $18 SO $16.93 $16.93 $0145

September 30 $17.51 $17.05 $0145

December 31 18 $17.51 $12.27 $0 145

2011 and first quarter 2012 stock prices have been adjusted to reflect the ten percent stock dividend paid bruary 24 2012 to stockholders of record

as of February 17 2012 2011 dividends share have also been adju ted to reflect the stock dividend
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Corporate Information

Annual Meeting

The Annual Meeting of Stockholders will convene at

200 p.m Central Daylight Saving Time CDT on

Thursday May 16 2013 in the Auditorium

First Guaranty Square 400 East Thomas Street

Hammond Louisiana

Corporate Headquarters

First Guaranty Square

400 East Thomas Street

Hammond Louisiana 70401-3320

Telephone 985 345-7685

Stock Transfer Agent

First Guaranty Bank

Corporate Trust

Post Office Box 2009

Hammond Louisiana 70404-2009

Certified Public Accountants

Castaing Hussey Lolan LLC

New Iberia Louisiana

Financial and General Information

Persons seeking financial or other information about the

Company are invited to contact

Eric Dosch

Chief Financial Officer Treasurer and Secretary

First Guaranty Bancshares Inc

Post Office 2009

Hammond Louisiana 70404-2009

Telephone 985 375-0308

Notice to Stockholders

copy of the First Guaranty Bancshares Inc Annual Report

filed on Form 10-K with the U.S Securities and Exchange

Commission can be accessed through the Companys website

at www.fgb.net or is available without charge by writing

Eric Dosch

Chief Financial Officer Treasurer and Secretary

First Guaranty Bancshares Inc

Post Office 2009

Hammond Louisiana 70404-2009

Telephone 985 375-0308
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