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Special Note Regarding Forwar d-L ooking Statements

Statements made in this document and in documents that are incorporated by reference which are not purely historical
are forward-looking statements, as defined in the Private Securities Litigation Reform Act of 1995, including any
statements regarding descriptions of management’s plans, objectives, or goals for future operations, products or
services, and forecasts of itsrevenues, earnings, or other measures of performance. Forward-looking statements are
based on current management expectations and, by their nature, are subject to risks and uncertainties. These statements
may be identified by the use of words such as "believe," "expect,” "anticipate," "plan," "estimate," "should," "will,"
"intend," or similar expressions.

Shareholders should note that many factors, some of which are discussed el sewhere in this document and in the
documents that are incorporated by reference, could affect the future financial results of Associated Banc-Corp and
could cause those resultsto differ materially from those expressed in forward-looking statements contained or
incorporated by reference in this document. These factors, many of which are beyond Associated Banc-Corp’s control,
include the following:

* operating, legal, and regulatory risks,

» economic, political, and competitive forces affecting Associated Banc-Corp’s banking, securities, asset management,
insurance, and credit services businesses;

* integration risksrelated to acquisitions;
* impact on net interest income of changesin monetary policy and general economic conditions; and

* the risk that Associated Banc-Corp’s analyses of these risks and forces could be incorrect and/or that the strategies
devel oped to address them could be unsuccessful.

These factors should be considered in evaluating the forward-looking statements, and you should not place undue
reliance on such statements. Forward-looking statements speak only as of the date they are made. Associated Banc-
Corp undertakes no obligation to update or revise any forward-looking statements, whether as aresult of new
information, future events, or otherwise.

PART |

ITEM 1. BUSINESS
General

Associated Banc-Corp (individually referred to herein asthe "Parent Company" and together with all of its subsidiaries
and affiliates, collectively referred to herein as "the Corporation,” "Associated," "we," "us," or "our") isabank holding
company registered pursuant to the Bank Holding Company Act of 1956, as amended (the "BHC Act"). We were
incorporated in Wisconsin in 1964 and were inactive until 1969 when permission was received from the Board of
Governors of the Federal Reserve System (the "FRB" or "Federal Reserve") to acquire three banks. At December 31,
2007, we owned one nationally chartered commercial bank headquartered in Wisconsin, serving local communities
within our three-state footprint (Wisconsin, Illinois, and Minnesota) and, measured by total assets held at December 31,
2007, were the second largest commercial bank holding company headquartered in Wisconsin. At December 31, 2007,
we owned one nationally chartered trust company headquartered in Wisconsin, serving clients throughout our
footprint. We also owned 28 limited purpose banking and nonbanking subsidiaries |ocated in Arizona, California,
Illinois, Minnesota, Nevada, Vermont, and Wisconsin, that are closely related or incidental to the business of banking.

We provide our subsidiaries with leadership, aswell as financial and managerial assistance in areas such as corporate
development, auditing, marketing, legal/compliance, human resources management, risk management, facilities
management, security, purchasing, credit administration, asset and liability management and other treasury-related
activities, budgeting, accounting and other finance support.

Responsibility for the management of the subsidiaries remains with their respective boards of directors and officers.
Services rendered to the subsidiaries by us are intended to assist the management of these subsidiaries to expand the
scope of services offered by them. At December 31, 2007, our bank subsidiary provided services through 295 locations
in approximately 180 communities.
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Services

Through our banking subsidiary and various nonbanking subsidiaries, we provide a broad array of banking and
nonbanking products and services to individual s and businesses in the communities we serve. We organize our
businessinto two reportable segments: Banking and Wealth Management. Our banking and wealth management
activities are conducted predominantly in Wisconsin, Minnesota, and Illinois, and are primarily delivered through
branch facilitiesin thistri-state area, aswell as supplemented through loan production offices, supermarket branches, a
customer service call center and 24-hour phone-banking services, an interstate Automated Teller Machine (ATM)
network, and internet banking services. See also Note 20, "Segment Reporting," of the notes to consolidated financial
statementswithin Part 11, [tem 8, "Financial Statements and Supplementary Data." As disclosed in Note 20, the banking
segment represented approximately 90% of total revenuesin 2007, as defined in the note. Our profitability is
significantly dependent on the net interest income, noninterest income, the level of the provision for loan losses,
noninterest expense, and related income taxes of our banking segment.

Banking consists of lending and deposit gathering (as well as other banking-related products and services) to
businesses, governments, and consumers, and the support to deliver, fund, and manage such banking services. We
offer avariety of loan and deposit productsto retail customers, including but not limited to: home equity loans and lines
of credit, residential mortgage |oans and mortgage refinancing, education loans, personal and installment loans,
checking, savings, money market deposit accounts, |RA accounts, certificates of deposit, and safe deposit boxes. As
part of our management of originating and servicing residential mortgage loans, nearly all of our long-term, fixed-rate
residential mortgage loans are sold in the secondary market with servicing rights retained. L oans, deposits, and related
banking services to businesses (including small and larger businesses, governments/municipalities, metro or niche
markets, and companies with specialized lending needs such as floor plan lending or asset-based lending) primarily
include, but are not limited to: business checking and other business deposit products, business loans, lines of credit,
commercial real estate financing, construction loans, letters of credit, revolving credit arrangements, and to alesser
degree business credit cards and equipment and machinery leases. To further support business customers and
correspondent financial institutions, we provide saf e deposit and night depository services, cash management,
international banking, aswell as check clearing, safekeeping, and other banking-based services.

Lending involves credit risk. Credit risk is controlled and monitored through active asset quality management including
the use of lending standards, thorough review of potential borrowers, and active asset quality administration. Credit risk
management is discussed under Part 11, Item 7, "Management’s Discussion and Analysis of Financial Condition and
Results of Operations,”" sections "Critical Accounting Policies," "Loans," "Allowance for Loan Losses," and
"Nonperforming Loans, Potential Problem Loans, and Other Real Estate Owned," and under Part I1, Item 8, Note 1,
"Summary of Significant Accounting Policies,” and Note 4, "Loans," of the notes to consolidated financial statements.
Also see ltem 1A, "Risk Factors."

The wealth management segment provides products and a variety of fiduciary, investment management, advisory and
corporate agency servicesto assist customersin building, investing, or protecting their wealth. Customersinclude
individuals, corporations, small businesses, charitabl e trusts, endowments, foundations, and institutional investors.
The wealth management segment is comprised of a) afull range of personal and business insurance products and
services (including life, property, casualty, credit and mortgage insurance, fixed annuities, and employee group benefits
consulting and administration); b) full-service investment brokerage, variable annuities, and discount and on-line
brokerage; and c) trust/asset management, investment management, administration of pension, profit-sharing and other
employee benefit plans, personal trusts, and estate planning. See also Note 20, "Segment Reporting,”" of the notesto
consolidated financial statementswithin Part |1, Item 8, "Financial Statements and Supplementary Data." Asdisclosed in
Note 20, the wealth management segment represented approximately 10% of total revenuesin 2007, as defined in the
note.

We are not dependent upon asingle or afew customers, the loss of which would have amaterial adverse effect on us.
No material portion of our businessis seasonal.
Employees

At December 31, 2007, we had approximately 5,110 full-time equivalent employees. None of our employees are
represented by unions.
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Competition

Thefinancial servicesindustry is highly competitive. We compete for loans, deposits, and financial servicesin all of our
principal markets. We compete directly with other bank and nonbank institutions located within our markets, internet-
based banks, with out-of-market banks and bank holding companies that advertise or otherwise serve our markets,
money market and other mutual funds, brokerage houses, and various other financial institutions. Additionally, we
compete with insurance companies, leasing companies, regulated small loan companies, credit unions, governmental
agencies, and commercial entities offering financial services products. Competition involves efforts to obtain new
deposits, the scope and type of services offered, interest rates paid on deposits and charged on loans, as well as other
aspects of banking. We also face direct competition from members of bank holding company systemsthat have greater
assets and resources than ours.

Supervision and Regulation

Financial institutions are highly regulated both at the federal and state levels. Numerous statutes and regul ations affect
the business of the Corporation.

Asaregistered bank holding company under the BHC Act, we are regulated and supervised by the FRB. Our nationally
chartered bank subsidiary and our nationally chartered trust subsidiary are supervised and examined by the Office of
the Comptroller of the Currency (the"OCC"). All of our subsidiaries that accept insured deposits are subject to
examination by the Federal Deposit Insurance Corporation (the "FDIC").

Capital Requirements

We are subject to various regulatory capital requirements administered by the federal banking agencies noted above.
Failure to meet minimum capital requirements could result in certain mandatory and possible additional discretionary
actions by regulatorsthat, if undertaken, could have adirect material effect on our financial statements. Under capital
adequacy guidelines and the regulatory framework for prompt corrective action, we must meet specific capital guidelines
that involve quantitative measures of our assets, liabilities, and certain off-balance sheet items as cal culated under
regulatory accounting policies. Our capital amounts and classification are a so subject to judgments by the regulators
regarding qualitative components, risk weightings, and other factors. We have consistently maintained regulatory
capital ratios at or above the well capitalized standards. For further detail on capital and capital ratios see discussion
under Part 11, Item 7, "Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
sections, "Liquidity" and "Capital," and under Part I, Item 8, Note 18, "Regulatory Matters," of the notesto
consolidated financial statements.

Under the risk-based capital requirements for bank holding companies, the minimum requirement for the ratio of total
capital to risk-weighted assets (including certain off-balance sheet activities, such as standby letters of credit) is 8%. At
least half of the total capital (as defined below) isto be composed of common stockholders' equity, retained earnings,
qualifying perpetual preferred stock (in alimited amount in the case of cumulative preferred stock), minority interestsin
the equity accounts of consolidated subsidiaries, and qualifying trust preferred securities, less goodwill and certain
intangibles ("Tier 1 Capital"). The remainder of total capital may consist of qualifying subordinated debt and redeemable
preferred stock, qualifying cumulative perpetual preferred stock and allowance for loan losses ("Tier 2 Capital”, and
together with Tier 1 Capital, "Total Capital"). At December 31, 2007, our Tier 1 Capital ratio was 9.06% and Total Capita
ratio was 10.92%.

The Federal Reserve has established minimum leverage ratio guidelines for bank holding companies. These
reguirements provide for aminimum leverage ratio of Tier 1 Capital to adjusted average quarterly assets ("Leverage
Ratio") equal to 3% for bank holding companies that meet specified criteria, including having the highest regulatory
rating. All other bank holding companies will generally be required to maintain aleverage ratio of at least 4%. Our
Leverage Ratio at December 31, 2007, was 7.83%. The guidelines also provide that bank holding companies experiencing
internal growth or making acquisitions will be expected to maintain strong capital positions substantially above the
minimum supervisory levels without significant reliance on intangibl e assets. Furthermore, the guidelinesindicate that
the Federal Reserve will continueto consider a"tangibletier 1 leverageratio” (deducting all intangibles) in evaluating
proposals for expansion or to engage in new activity. The Federal Reserve has not advised us of any specific minimum
leverageratio or tier 1 leverageratio applicableto us.
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Our commercial national bank subsidiary is subject to similar capital requirements adopted by the OCC. The OCC has
not advised our subsidiary bank of any specific minimum leverage ratios applicable to it. The risk-based capital
reguirements identify concentrations of credit risk and certain risks arising from non-traditional activities, and the
management of those risks, asimportant factorsto consider in assessing an institution’s overall capital adequacy. Other
factorstaken into consideration by federal regulatorsinclude: interest rate exposure; liquidity, funding and market risk;
the quality and level of earnings; the quality of loans and investments; the effectiveness of loan and investment
policies; and management’s overall ability to monitor and control financial and operational risks, including the risks
presented by concentrations of credit and non-traditional activities.

In December 2006, the federal banking agenciesissued a notice of proposed rulemaking seeking comment on various
possible changes to the existing risk-based capital requirements. 71 F.R. 77446. Theserules, referred to as"Basel 1A,"
would apply to the majority of U.S. banks that would not be subject to the proposed more advanced capital adequacy
rules, known as Basel 11. The notice suggests that most U.S. domestic institutions would be able to choose to remain
under the existing Basel | risk-based capital system. Proposed modificationsto the Basel | system under Basel 1A would
include: (i) expanding the number of risk-weightings from 4 to 8, with the highest being 200%; (ii) expanding the use of
external credit ratings as an indicator of credit risk for externally-rated exposures; (iii) expanding the range of collateral
and guarantors that may qualify an exposure for alower risk-weighting; (iv) using loan-to-value ratios (and possibly,
credit assessments and other broad measures of credit risk) for assigning risk weightings for residential mortgages,

(v) imposing a capital charge for certain short-term commitments; (vi) assessing arisk-based capital charge to reflect the
risksin securitizations backed by revolving retail exposureswith early amortization provisions; (vii) removing the 50%
limit on the risk-weighting for credit equivalent amounts of derivatives; and (viii) a possible reduction of the risk-weight
for small loans to business. We would be subject to the Basel 1A rules upon their adoption and are eval uating the effect
on our capital requirementsif these rules are adopted in their proposed form. The proposal has been criticized by
industry participants, and we can make no prediction asto if or when the proposal will be adopted.

Banking Acquisitions

Asabank holding company, we are required to obtain prior Federal Reserve approval before acquiring more than 5% of
the voting shares, or substantially all of the assets, of abank holding company, bank or savings association. In
determining whether to approve a proposed bank acquisition, federal bank regulators will consider, among other factors,
the effect of the acquisition on competition, the public benefits expected to be received from the acquisition, the
projected capital ratios and levels on a post-acquisition basis, and the acquiring institution’s record of addressing the
credit needs of the communitiesit serves, including the needs of low and moderate income neighborhoods, consistent
with the safe and sound operation of the bank, under the Community Reinvestment Act ("CRA").

Banking Subsidiary Dividends

The Parent Company isalegal entity separate and distinct from its banking and other subsidiaries. A substantial
portion of its revenue comes from dividends paid to us by our national bank subsidiary. The OCC’s prior approval is
required if thetotal of all dividends declared by anational bank in any calendar year will exceed the sum of that bank’s
net profitsfor that year and its retained net profits for the preceding two calendar years, less any required transfersto
surplus. Federal law also prohibits national banks from paying dividends that would be greater than the bank’s
undivided profits after deducting statutory bad debt in excess of the bank’s allowance for |oan losses.

Under the foregoing dividend restrictions and restrictions applicable to our nonbanking subsidiaries, as of

December 31, 2007, our subsidiaries could pay additional dividends of $65 million to us, without obtaining affirmative
governmental approvals. Thisamount is not necessarily indicative of amounts that may be availablein future periods.
In 2007, our subsidiaries paid $273 million in cash dividendsto us.

We and our banking subsidiary are subject to various general regulatory policies and requirements relating to the
payment of dividends, including requirements to maintain adequate capital above regulatory minimums. The appropriate
federal regulatory authority is authorized to determine under certain circumstances relating to the financial condition of
abank or bank holding company that the payment of dividends would be an unsafe or unsound practice and to prohibit
payment thereof. The appropriate federal regulatory authorities have indicated that paying dividends that deplete a
bank’s capital base to an inadequate level would be an unsafe and unsound banking practice and that banking
organizations should generally pay dividends only out of current operating earnings.




Table of Contents

Bank Holding Company Act Requirements

The Gramm-L each-Bliley Act of 1999 significantly amended the BHC Act. The amendments, among other things, allow
certain qualifying bank holding companies that elect treatment as "financial holding companies’ to engagein activities
that are financial in nature and that explicitly include the underwriting and sale of insurance. The Parent Company thus
far has not elected to be treated as afinancial holding company. Bank holding companies that have not elected such
treatment generally must limit their activities to banking activities and activities that are closely related to banking.

The BHC Act’s provisions governing the scope and manner of the FRB’s supervision of bank holding companies, the
manner in which activities may be found to be financial in nature or closely related to banking, and the extent to which
state laws on insurance will apply to insurance activities of banks and bank subsidiaries were amended. The FRB has
issued regul ations implementing these provisions. The BHC Act, as amended, allows for the expansion of activities by
banking organizations and permits consolidation among financial organizations generally. Under the BHC Act, we are
required to act as a source of financial strength to each of our subsidiaries pursuant to which we may be required to
commit financial resources to support such subsidiariesin circumstances when, absent such requirements, we might not
otherwise do so. Under the BHC Act, we are generally prohibited from acquiring direct or indirect ownership or control
of more than 5% of any class of voting shares of any company that is not a bank or bank holding company. The BHC
Act also requiresthe prior approval of the FRB to enable usto acquire direct or indirect ownership or control of more
than 5% of any class of voting shares of any bank or bank holding company. The BHC Act further regulates our
activities, including requirements and limitations relating to capital, transactions with officers, directors and affiliates,
securitiesissuances, dividend payments, inter-affiliate liabilities, extensions of credit, and expansion through mergers
and acquisitions.

Enforcement Powers of the Federal Banking Agencies; Prompt Corrective Action

The federal regulatory authorities have broad authority to enforce the regulatory requirementsimposed on us. In
particular, the provisions of the Federal Deposit Insurance Act ("FDIA"), and itsimplementing regulations carry greater
enforcement powers. Under the FDIA, al commonly controlled FDIC insured depository institutions may be held liable
for any lossincurred by the FDIC resulting from afailure of, or any assistance given by the FDIC to, any commonly
controlled institutions. Pursuant to certain provisions of the FDIA, the federal regulatory agencies have broad powers
to take prompt corrective action if a depository institution fails to maintain certain capital levels. Prompt corrective
action may include, without limitation, restricting our ability to pay dividends, restricting acquisitions or other activities,
and placing limitations on asset growth. At thistime, our capital levels are above the levels at which federal regulatory
authorities could invoke their authority to initiate any manner of prompt corrective action.

I nterstate Branching

Pursuant to the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 ("Riegle-Neal Act"), an adequately
capitalized and managed bank holding company may acquire banks in states other than its home state without regard to
the permissibility of such acquisitions under state law, but remain subject to state requirements that a bank has been
organized and operating for a period of time. Subject to certain other restrictions, the Riegle-Neal Act also authorizes
banks to merge across state lines to create interstate branches. The Riegle-Neal Amendments Act of 1997 and the
Regulatory Relief Act of 2006 provides further guidance on the application of host state laws to any branch located
outside the host state.

Deposit Insurance Premiums

The FDIC maintains the Deposit Insurance Fund ("DIF") by assessing depository institutions an insurance premium on
aquarterly basis. The amount of the assessment is afunction of theinstitution’s risk category and assessment base.
Aninstitution’srisk category is determined according to its supervisory ratings and capital levels, and isused to
determine the institution’s assessment rate. The assessment rate for the lowest risk category (Risk Category 1) is
calculated according to aformula, which relies on supervisory ratings and either certain financial ratios or long-term
debt ratings. Aninsured bank’s assessment base is determined by the balance of itsinsured deposits. Thissystemis
risk-based and allows banks to pay |ess assessments to the FDIC astheir capital level and supervisory
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ratings improve. By the same token, if these indicators deteriorate, the institution will have to pay higher assessmentsto
the FDIC.

Under the FDIA, the FDIC Board has the authority to set the annual assessment rate range for the Risk Category | (and
the assessment rate for the other categories), within certain regulatory limits, in order to maintain the DIF reserveratio at
1.25%, which isthe FDIC's current target ratio. One-time deposit insurance premium assessment credits were authorized
pursuant to the Federal Deposit Insurance Reform Act of 2005. In May 2007, the Corporation’s national bank subsidiary
was notified of its assessment credit. The assessment credit was applied automatically to reduce deposit insurance
assessments beginning with the assessment due in June 2007. The amount cal cul ated as the assessment credit for the
Corporation’'s national bank subsidiary was approximately $16 million.

DIF-insured institutions pay a Financing Corporation ("FICQ") assessment in order to fund the interest on bonds
issued in the 1980s in connection with the failures in the thrift industry. For the first quarter of 2008, the FICO
assessment is equal to 1.14 basis points for each $100 in domestic deposits. These assessmentswill continue until the
bonds maturein 2019.

The FDIC is authorized to terminate a depository bank’s deposit insurance upon afinding by the FDIC that the bank’s
financial condition isunsafe or unsound or that the institution has engaged in unsafe or unsound practices or has
violated any applicable rule, regulation, order or condition enacted or imposed by the bank’s regulatory agency. The
termination of deposit insurance for our national bank subsidiary could have amaterial adverse effect on our earnings,
operations and financial condition.

Depositor Preference

Under federal law, deposits and certain claims for administrative expenses and empl oyee compensation against an
insured depository institution would be afforded a priority over other general unsecured claims against such an
institution, including federal funds and letters of credit, in the liquidation or other resolution of such an institution by
any receiver.

Community Reinvestment Act Requirements

Our national bank subsidiary is subject to periodic CRA review by our primary federal regulators. The CRA does nhot
establish specific lending requirements or programs for financial institutions and does not limit the ability of such
institutions to develop products and services believed best-suited for a particular community. Note that an institution’s
CRA assessment can be used by its regulatorsin their evaluation of certain applications, including a merger or the
establishment of abranch office.

Associated Bank, National Association, underwent a CRA examination by the Comptroller of the Currency in November
2003, for which it received a Satisfactory rating.

Privacy

Financial institutions, such as our national bank subsidiary, are required by statute and regulation to discloseits
privacy policies. In addition, such financial institutions must appropriately safeguard its customers' nonpublic, personal
information.

Anti-Money Laundering

In 2001, Congress enacted the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 (the "Patriot Act"). The Patriot Act isdesigned to deny terrorists and
criminals the ability to obtain accessto the United States' financial system and has significant implications for
depository institutions, brokers, dealers, and other businessesinvolved in the transfer of money. The Patriot Act
mandates financial services companiesto implement additional policies and procedures with respect to additional
measures designed to address any or al of the following matters: customer identification programs, money laundering,
terrorist financing, identifying and reporting suspicious activities and currency transactions, currency crimes, and
cooperation between financial institutions and law enforcement authorities.

The laws and regulations to which we are subject are constantly under review by Congress, the federal regulatory
agencies, and the state authorities. These laws and regulations could be changed drastically in the future, which
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could affect our profitability, our ability to compete effectively, or the composition of the financial servicesindustry in
which we compete.

Department of Defense Credit Regulations

On October 1, 2007, the US Department of Defense (the "DOD") regul ations implementing the John Warner National
Defense Authorization Act for fiscal year 2007 became effective. The regulationsimpose certain restrictions on
provisions found in agreements for consumer credit products provided to "covered borrowers" (generally defined as
active duty service members and their dependents) by "creditors", which term includes our national bank subsidiary.
The regulations impose anew Military Annual Percentage Rate ("MAPR") that must be calculated and provided to
covered borrowers. The MAPR is capped at 36%.

Transactionswith Affiliates

Our national bank subsidiary must comply with Sections 23A and 23B of the Federal Reserve Act containing certain
restrictions on its transactions with affiliates. In general terms, these provisions require that transactions between a
banking institution or its subsidiaries and such institution’s affiliates be on terms as favorabl e to the institution as
transactions with non-affiliates. In addition, these provisions contain certain restrictions on loans to affiliates,
restricting such loans to a percentage of theinstitution’s capital. A covered "affiliate," for purposes of these
provisions, would include us and any other company that is under our common control.

Certain transactions with our directors, officers or controlling persons are also subject to conflicts of interest
regulations. Among other things, these regulations require that loans to such persons and their related interests be
made on terms substantially the same as for loans to unaffiliated individual s and must not create an abnormal risk of
repayment or other unfavorable features for the financial institution.

Government Monetary Policiesand Economic Controls

Our earnings and growth, aswell as the earnings and growth of the banking industry, are affected by the credit policies
of monetary authorities, including the FRB. An important function of the Federal Reserveisto regulate the national
supply of bank credit in order to combat recession and curb inflationary pressures. Among the instruments of monetary
policy used by the Federal Reserve to implement these objectives are open market operationsin U.S. government
securities, changesin reserve requirements against member bank deposits, and changes in the Federal Reserve discount
rate. These means are used in varying combinations to influence overall growth of bank loans, investments, and
deposits, and may also affect interest rates charged on loans or paid for deposits. The monetary policies of the Federal
Reserve authorities have had a significant effect on the operating results of commercial banksin the past and are
expected to continue to have such an effect in the future.

In view of changing conditionsin the national economy and in money markets, aswell as the effect of credit policies by
monetary and fiscal authorities, including the Federal Reserve, no prediction can be made asto possible future changes
in interest rates, deposit levels, and loan demand, or their effect on our business and earnings or on the financial
condition of our various customers.

Available Information

Wefile annual, quarterly, and current reports, proxy statements, and other information with the SEC. These filings are
available to the public on the Internet at the SEC’s web site at www.sec.gov. Shareholders may also read and copy any
document that wefile at the SEC's public reference rooms located at 100 F Street, NE, Washington, DC 20549.
Shareholders may call the SEC at 1-800-SEC-0330 for further information on the public reference room.

Our principal Internet address is www.associatedbank.com. We make available free of charge on or through our website
our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendmentsto those
reportsfiled or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as
reasonably practicable after we electronically file such material with, or furnish it to, the SEC. In addition, shareholders
may reguest acopy of any of our filings (excluding exhibits) at no cost by writing, telephoning, faxing, or e-mailing us
using the following information: Associated Banc-Corp, Attn: Shareholder Relations, 1200 Hansen Road, Green Bay, WI
54304; phone 920-431-8034; fax 920-431-8037; or e-mail to sharehol ders@associatedbank.com. Our Code of Ethicsfor
Directors and Executive Officers, Corporate Governance Guidelines, Code of Ethicsfor Directors and Executive Officers,
and Board of Directors committee charters
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are all available on our website, www.associatedbank.com/About Ug/Investor Relations/Corporate Governance. We will
disclose on our website amendments to or waivers from our Code of Ethicsin accordance with all applicable laws and
regulations. Information contained on any of our websitesis not deemed to be a part of this Annual Report.

ITEM 1A. RISK FACTORS

Aninvestment in Associated’ s common stock is subject to risksinherent to our business. The material risks and
uncertainties that management believes affect us are described bel ow. Before making an investment decision, you
should carefully consider the risks and uncertainties described below, together with all of the other information included
or incorporated by reference in this report. The risks and uncertainties described below are not the only ones facing us.
Additional risks and uncertainties that management is not aware of or focused on or that management currently deems
immaterial may also impair our business operations. Thisreport is qualified in its entirety by theserisk factors. See also,
"Specia Note Regarding Forward-L ooking Statements.”

If any of the following risks actually occur, our financial condition and results of operations could be materially and
adversely affected. If thiswere to happen, the value of our common stock could decline significantly, and you could
lose all or part of your investment.

External Risks

Our Stock Price can be Volatile — Stock price volatility may make it more difficult for you to resell your common stock
when you want and at prices you find attractive. Our stock price can fluctuate significantly in response to avariety of
factorsincluding, among other things:

* Actual or anticipated variationsin quarterly results of operations.

* Recommendations by securities analysts.

» Operating results and stock price performance of other companies that investors deem comparable to us.
* Newsreportsrelating to trends, concerns, and other issuesin the financial servicesindustry.

* Perceptionsin the marketplace regarding us and/or our competitors.

* New technology used or services offered by competitors.

» Significant acquisitions or business combinations, strategic partnerships, joint ventures, or capital commitments
by or involving us or our competitors.

» Failureto integrate acquisitions or realize anticipated benefits from acquisitions.
» Changesin government regulations.
» Geopoalitical conditions such as acts or threats of terrorism or military conflicts.

General market fluctuations, industry factors, and general economic and political conditions and events, such as
economic slowdowns or recessions, interest rate changes, or credit loss trends, could also cause our stock priceto
decrease regardless of operating results.

Our Articlesof Incorporation, Bylaws, and Certain Banking Laws may have an Anti-Takeover Effect — Provisions
of our articles of incorporation, bylaws, and federal banking laws, including regulatory approval regquirements, could
make it more difficult for athird party to acquire us, even if doing so would be perceived to be beneficial to our
shareholders. The combination of these provisions may prohibit a non-negotiated merger or other business
combination, which, in turn, could adversely affect the market price of our common stock.

An Investment in Our Common Stock isnot an I nsured Deposit — Our common stock is not abank deposit and,
therefore, is not insured against 1oss by the FDIC, any other deposit insurance fund, or by any other public or private
entity. An investment in our common stock isinherently risky for the reasons described in this "Risk Factors" section
and elsewherein thisreport and is subject to the same market forces that affect the price of common stock in any
company. Asaresult, if you acquire our common stock, you may lose some or all of your investment.

Our Profitability Depends Significantly on Economic Conditionsin the States within which We do Business — Our
success depends on the general economic conditions of the specific local marketsin which we operate. Local economic
conditions have asignificant impact on the demand for our products and services as well asthe ability of our customers
to repay loans, on the value of the collateral securing loans, and the stability of our deposit funding
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sources. A significant declinein general local economic conditions, caused by inflation, recession, unemployment,
changesin securities markets or other factors could impact local economic conditions and, in turn, have a material
adverse effect on our financial condition and results of operations.

The Earnings of Financial Services Companies are Significantly Affected by General Business and Economic
Conditions — Our operations and profitability areimpacted by general business and economic conditionsin the United
States and abroad. These conditions include short-term and long-term interest rates, inflation, money supply, political
issues, legislative and regulatory changes, fluctuationsin both debt and equity capital markets, broad trends in industry
and finance, and the strength of the United States economy, all of which are beyond our control. A deteriorationin
economic conditions could result in an increase in loan delinquencies and nonperforming assets, decreasesin loan
collateral values, and adecrease in demand for our products and services, among other things, any of which could have
amaterial adverseimpact on our financial condition and results of operations.

Our Earnings are Significantly Affected by the Fiscal and Monetary Policies of the Federal Government and Its
Agencies — The policies of the Federal Reserve impact us significantly. The Federal Reserve regulates the supply of
money and credit in the United States. Its policies directly and indirectly influence the rate of interest earned on loans
and paid on borrowings and interest-bearing deposits and can also affect the value of financial instruments we hold.
Those policies determine to asignificant extent our cost of funds for lending and investing. Changes in those policies
are beyond our control and are difficult to predict. Federal Reserve policies can also affect our borrowers, potentially
increasing the risk that they may fail to repay their loans. For example, atightening of the money supply by the Federal
Reserve could reduce the demand for a borrower’s products and services. This could adversely affect the borrower’s
earnings and ability to repay itsloan, which could have amaterial adverse effect on our financial condition and results
of operation.

We Operate in a Highly Competitive | ndustry and Market Area — We face substantial competitionin all areas of our
operations from avariety of different competitors, many of which are larger and may have more financial resources.
Such competitors primarily include national, regional, and internet banks within the various markets in which we
operate. We also face competition from many other types of financial institutions, including, without limitation, savings
and loans, credit unions, finance companies, brokerage firms, insurance companies, and other financial intermediaries.
The financial servicesindustry could become even more competitive as aresult of legislative, regulatory, and
technological changes and continued consolidation. Banks, securities firms, and insurance companies can merge under
the umbrella of afinancial holding company, which can offer virtually any type of financial service, including banking,
securities underwriting, insurance (both agency and underwriting), and merchant banking. Also, technology has
lowered barriersto entry and made it possible for nonbanks to offer products and services traditionally provided by
banks, such as automatic transfer and automatic payment systems. Many of our competitors have fewer regul atory
constraints and may have lower cost structures. Additionally, due to their size, many competitors may be able to
achieve economies of scale and, as aresult, may offer abroader range of products and services as well as better pricing
for those products and services than we can.

Our ahility to compete successfully depends on anumber of factors, including, among other things:

» Theability to develop, maintain, and build upon long-term customer rel ationships based on top quality service,
high ethical standards, and safe, sound assets.

» The ability to expand our market position.

* The scope, relevance, and pricing of products and services offered to meet customer needs and demands.
* Therate at which we introduce new products and services relative to our competitors.

» Customer satisfaction with our level of service.

 Industry and general economic trends.

Failure to performin any of these areas could significantly weaken our competitive position, which could adversely
affect our growth and profitability, which, in turn, could have amaterial adverse effect on our financial condition and
results of operations.

Consumers may Decide not to Use Banksto Complete Their Financial Transactions — Technology and other
changes are allowing parties to complete financial transactions through alternative methods that historically have
involved banks. For example, consumers can how maintain funds that would have historically been held as bank
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depositsin brokerage accounts or mutual funds. Consumers can also compl ete transactions such as paying bills and/or
transferring funds directly without the assistance of banks. The process of eliminating banks asintermediaries, known
as"disintermediation," could result in the loss of feeincome, aswell astheloss of customer deposits and the rel ated
income generated from those deposits. The loss of these revenue streams and the lower cost of deposits as a source of
funds could have a material adverse effect on our financial condition and results of operations.

Severe Weather, Natural Disasters, Acts of War or Terrorism, and Other External Events could Significantly I mpact
Our Business — Severe weather, natural disasters, acts of war or terrorism, and other adverse external events could
have a significant impact on our ability to conduct business. Such events could affect the stability of our deposit base,
impair the ability of borrowersto repay outstanding loans, impair the value of collateral securing loans, cause significant
property damage, result in loss of revenue and/or cause usto incur additional expenses. Although management has
established disaster recovery policies and procedures, the occurrence of any such event could have a material adverse
effect on our business, which, in turn, could have amaterial adverse effect on our financial condition and results of
operations.

Strategic Risks

Our Financial Condition and Results of Operations could be Negatively Affected if We Fail to Grow or Fail to
Manage Our Growth Effectively — Our business strategy includes significant growth plans. We intend to continue
pursuing a profitable growth strategy. Our prospects must be considered in light of the risks, expenses and difficulties
frequently encountered by companiesin significant growth stages of development. We cannot assure you that we will
be able to expand our market presencein our existing markets or successfully enter new markets or that any such
expansion will not adversely affect our results of operations. Failure to manage our growth effectively could have a
material adverse effect on our business, future prospects, financial condition or results of operations and could
adversely affect our ability to successfully implement our business strategy. Also, if we grow more slowly than
anticipated, our operating results could be materially adversely affected.

Our ability to grow successfully will depend on avariety of factorsincluding the continued availability of desirable
business opportunities, the competitive responses from other financial institutionsin our market areas and our ability to
manage our growth. While we believe we have the management resources and internal systemsin place to successfully
manage our future growth, there can be no assurance growth opportunities will be available or growth will be
successfully managed.

Acquisitions May Disrupt Our Business and Dilute Stockholder Value — We regularly evaluate merger and
acquisition opportunities and conduct due diligence activities related to possible transactions with other financial
institutions and financial services companies. Asaresult, negotiations may take place and future mergers or
acquisitionsinvolving cash, debt, or equity securities may occur at any time. We seek merger or acquisition partners
that are culturally similar, have experienced management, and possess either significant market presence or have
potential for improved profitability through financial management, economies of scale, or expanded services.

Acquiring other banks, businesses, or branchesinvolves potential adverse impact to our financial results and various
other risks commonly associated with acquisitions, including, among other things:

« Difficulty in estimating the value of the target company.

» Payment of a premium over book and market values that may dilute our tangible book value and earnings per
share in the short and long term.

» Potential exposure to unknown or contingent liabilities of the target company.
» Exposure to potential asset quality issues of the target company.

* There may bevolatility in reported income as goodwill impairment losses could occur irregularly and in varying
amounts.

« Difficulty and expense of integrating the operations and personnel of the target company.

* Inability to realize the expected revenue increases, cost savings, increases in geographic or product presence,
and/or other projected benefits.

» Potential disruption to our business.
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» Potential diversion of our management’stime and attention.
* The possibleloss of key employees and customers of the target company.

» Potential changesin banking or tax laws or regulations that may affect the target company.

We Continually Encounter Technological Change — The financial servicesindustry is continually undergoing rapid
technological change with frequent introductions of new technol ogy-driven products and services. The effective use of
technology increases efficiency and enables financial institutions to better serve customers and to reduce costs. Our
future success depends, in part, upon our ability to address the needs of our customers by using technology to provide
products and services that will satisfy customer demands, as well asto create additional efficienciesin our operations.
Many of our competitors have substantially greater resourcesto invest in technological improvements. We may not be
ableto effectively implement new technology-driven products and services or be successful in marketing these
products and servicesto our customers. Failure to successfully keep pace with technological change affecting the
financial servicesindustry could have amaterial adverse impact on our business and, in turn, our financial condition
and results of operations.

New Lines of Business or New Products and Services May Subject Usto Additional Risk — From time to time, we may
implement new lines of business or offer new products and services within existing lines of business. There are
substantial risks and uncertainties associated with these efforts, particularly in instances where the markets are not fully
developed. In developing and marketing new lines of business and/or new products and services, we may invest
significant time and resources. Initial timetables for the introduction and development of new lines of business and/or
new products or services may not be achieved and price and profitability targets may not prove feasible. External
factors, such as compliance with regulations, competitive alternatives, and shifting market preferences, may also impact
the successful implementation of anew line of business and/or anew product or service. Furthermore, any new line of
business and/or new product or service could have a significant impact on the effectiveness of our system of internal
controls. Failure to successfully manage these risks in the devel opment and implementation of new lines of business
and/or new products or services could have a material adverse effect on our business, results of operations and
financial condition.

Reputation Risks

Negative Publicity could Damage Our Reputation — Reputation risk, or the risk to our earnings and capital from
negative public opinion, isinherent in our business. Negative public opinion could adversely affect our ability to keep
and attract customers and expose us to adverse legal and regulatory consequences. Negative public opinion could
result from our actual or alleged conduct in any number of activities, including lending practices, corporate governance,
regulatory compliance, mergers and acquisitions, and disclosure, sharing or inadequate protection of customer
information, and from actions taken by government regul ators and community organizations in response to that
conduct. Because we conduct most of our business under the " Associated Bank" brand, negative public opinion about
one business could affect our other businesses.

Unauthorized Disclosure of Sensitive or Confidential Client or Customer I nformation, Whether Through a Breach
of Our Computer Systems or Otherwise, could Severely Harm Our Business — As part of our business, we collect,
process and retain sensitive and confidential client and customer information on our behalf and on behalf of other third
parties. Despite the security measures we have in place, our facilities and systems, and those of our third party service
providers, may be vulnerable to security breaches, acts of vandalism, computer viruses, misplaced or lost data,
programming and/or human errors, or other similar events. Any security breach involving the misappropriation, loss or
other unauthorized disclosure of confidential customer information, whether by us or by our vendors, could severely
damage our reputation, expose usto the risk of litigation and liability, disrupt our operations and have a material
adverse effect on our business.

Ethicsor Conflict of I nterest | ssues could Damage Our Reputation — We have established a Code of Conduct and
related policies and procedures to address the ethical conduct of business and to avoid potential conflicts of interest.
Any system of controls, however well designed and operated, is based in part on certain assumptions and can provide
only reasonable, not absolute, assurances that the objectives of the system are met. Any failure or circumvention of our
related controls and procedures or failure to comply with the established Code of Conduct and Related Party
Transaction Policies and Procedures could have a material adverse effect on our reputation, business, results of
operations, and/or financial condition.
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Credit Risks

We are Subject to Lending Concentration Risks — Asof December 31, 2007, approximately 66% of our loan portfolio
consisted of commercial, financial, and agricultural, real estate construction, commercial real estate loans, and lease
financing (collectively, "commercial loans"). Commercial loans are generally viewed as having more inherent risk of
default than residential mortgage loans or retail loans. Also, the commercial |oan balance per borrower istypically larger
than that for residential mortgage loans and retail loans, inferring higher potential losses on an individual loan basis.
Because our loan portfolio contains agrowing number of commercial loans with balances over a $25 million internal
threshold, the deterioration of one or afew of these loans could cause a significant increase in nonperforming loans. An
increase in nonperforming loans could result in a net 1oss of earnings from these loans, an increase in the provision for
loan losses, and an increase in loan charge offs, all of which could have a material adverse effect on our financial
condition and results of operations.

Changesin Economic and Political Conditions could Adversely Affect Our Earnings, as Our Borrowers' Ability to
Repay Loans and the Value of the Collateral Securing Our Loans Decline — Our success depends, to a certain
extent, upon economic and political conditions, local and national, aswell as governmental monetary policies.
Conditions such asinflation, recession, unemployment, changesin interest rates, money supply and other factors
beyond our control may adversely affect our asset quality, deposit levels and loan demand and, therefore, our earnings.
Because we have a significant amount of real estate |loans, decreasesin real estate values could adversely affect the
value of property used as collateral. Adverse changesin the economy may also have a negative effect on the ability of
our borrowersto make timely repayments of their loans, which could have an adverse impact on our earnings.
Conseguently, any decline in the economy in our market area could have amaterial adverse effect on our financial
condition and results of operations.

Our Allowance for Loan Losses may be I nsufficient — All borrowers carry the potential to default and our remediesto
recover (seizure and/or sale of collateral, legal actions, guarantees, etc.) may not fully satisfy money previously lent. We
maintain an allowance for loan losses, which is areserve established through a provision for |oan losses charged to
expense, which represents management’ s best estimate of probable credit losses that have been incurred within the
existing portfolio of loans. The alowance, in the judgment of management, is necessary to reserve for estimated loan
losses and risks inherent in the loan portfolio. The level of the allowance for |oan losses reflects management’s
continuing evaluation of industry concentrations; specific credit risks; loan |oss experience; current loan portfolio
quality; present economic, political, and regulatory conditions; and unidentified losses inherent in the current loan
portfolio. The determination of the appropriate level of the allowance for loan losses inherently involves a high degree
of subjectivity and requires us to make significant estimates of current credit risks using existing qualitative and
guantitative information, all of which may undergo material changes. Changes in economic conditions affecting
borrowers, new information regarding existing loans, identification of additional problem loans, and other factors, both
within and outside of our control, may require an increase in the allowance for loan losses. In addition, bank regulatory
agencies periodically review our allowance for |oan losses and may require an increase in the provision for loan losses
or the recognition of additional loan charge offs, based on judgments different than those of management. An increase
in the allowance for loan losses resultsin a decrease in net income, and possibly risk-based capital, and may have a
material adverse effect on our financial condition and results of operations.

We are Subject to Environmental Liability Risk Associated with Lending Activities— A significant portion of our
loan portfolio is secured by real property. During the ordinary course of business, we may foreclose on and taketitle to
properties securing certain loans. In doing so, thereis arisk that hazardous or toxic substances could be found on these
properties. If hazardous or toxic substances are found, we may be liable for remediation costs, aswell asfor personal
injury and property damage. Environmental laws may require usto incur substantial expenses and may materially reduce
the affected property’ s value or limit our ability to use or sell the affected property. In addition, future laws or more
stringent interpretations or enforcement policies with respect to existing laws may increase our exposure to
environmental liability. Although we have policies and procedures to perform an environmental review before initiating
any foreclosure action on real property, these reviews may not be sufficient to detect all potential environmental
hazards. The remediation costs and any other financial liabilities associated with an environmental hazard could have a
material adverse effect on our financial condition and results of operations.
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Lack of System Integrity or Credit Quality Related to Funds Settlement could Result in a Financial Loss— We
settle funds on behalf of financial institutions, other businesses and consumers and receive funds from clients, card
issuers, payment networks and consumers on adaily basisfor avariety of transaction types. Transactions facilitated by
usinclude debit card, credit card and electronic bill payment transactions, supporting consumers, financial institutions
and other businesses. These payment activities rely upon the technology infrastructure that facilitates the verification
of activity with counterparties and the facilitation of the payment. If the continuity of operations or integrity of
processing were compromised this could result in afinancial lossto usdueto afailure in payment facilitation. In
addition, we may issue credit to consumers, financial institutions or other businesses as part of the funds settlement. A
default on this credit by a counterparty could result in afinancial lossto us.

Financial Services Companies Depend on the Accuracy and Completeness of | nformation about Customersand
Counterparties — In deciding whether to extend credit or enter into other transactions, we may rely on information
furnished by or on behalf of customers and counterparties, including financial statements, credit reports, and other
financial information. We may also rely on representations of those customers, counterparties, or other third parties,
such asindependent auditors, asto the accuracy and completeness of that information. Reliance on inaccurate or
misleading financial statements, credit reports, or other financial information could cause us to enter into unfavorable
transactions, which could have amaterial adverse effect on our financial condition and results of operations.

Liquidity Risks

Liquidity is Essential to Our Businesses — Our liquidity could beimpaired by an inability to access the capital markets
or unforeseen outflows of cash. This situation may arise due to circumstances that we may be unable to control, such
asageneral market disruption or an operational problem that affectsthird parties or us. Our credit ratings are important
to our liquidity. A reduction in our credit ratings could adversely affect our liquidity and competitive position, increase
our borrowing costs, limit our access to the capital markets or trigger unfavorable contractual obligations.

We Rely on Dividends from Our Subsidiariesfor most of Our Revenue — Our Parent Company is a separate and
distinct legal entity from its banking and other subsidiaries. A substantial portion of its revenue comes from dividends
from its subsidiaries. These dividends are the principal source of fundsto pay dividends on our common stock,
repurchase our common stock, and to pay interest and principal on our Parent Company’s debt. Various federal and/or
state laws and regulations limit the amount of dividends that our national bank subsidiary and certain nonbank
subsidiaries may pay to the Parent Company. Also, the Parent Company’sright to participate in adistribution of assets
upon asubsidiary’sliquidation or reorganization is subject to the prior claims of the subsidiary’s creditors. In the event
our national bank subsidiary isunableto pay dividends to the Parent Company, the Parent Company may not be able to
service debt, pay obligations, or pay dividends on our common stock. The inability to receive dividends from our
national bank subsidiary could have amaterial adverse effect on our business, financial condition, and results of
operations.

Interest Rate Risks

We are Subject to | nterest Rate Risk — Our earnings and cash flows are largely dependent upon our net interest
income. Interest rates are highly sensitive to many factors that are beyond our control, including general economic
conditions and policies of various governmental and regulatory agencies and, in particular, the Federal Reserve.
Changes in monetary policy, including changesin interest rates, could influence not only the interest we receive on
loans and investments and the amount of interest we pay on deposits and borrowings, but such changes could also
affect (i) our ability to originate loans and obtain deposits, (ii) the fair value of our financial assets and liabilities, and
(iii) the average duration of our mortgage-backed securities portfolio and other interest-earning assets. If theinterest
rates paid on deposits and other borrowingsincrease at afaster rate than the interest rates received on loans and other
investments, our net interest income, and therefore earnings, could be adversely affected. Earnings could also be
adversely affected if the interest rates received on loans and other investments fall more quickly than the interest rates
paid on deposits and other borrowings.

Although management believes it hasimplemented effective asset and liability management strategies, including the
limited use of derivatives as hedging instruments, to reduce the potential effects of changesin interest rates on our
results of operations, any substantial, unexpected, prolonged change in market interest rates could have a
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material adverse effect on our financial condition and results of operations. Also, our interest rate risk modeling
techniques and assumptions likely may not fully predict or capture the impact of actual interest rate changes on our
bal ance sheet.

The Impact of I nterest Rates on Our Mortgage Banking Business can be Large and Complex — Changesin interest
rates can impact our mortgage related revenues. A decline in mortgage rates generally increases the demand for
mortgage loans as borrowers refinance, but also generally leads to accel erated payoffs. Conversely, in a constant or
increasing rate environment, we would expect fewer loans to be refinanced and adecline in payoffs. Although we use
models to assess the impact of interest rates on mortgage related revenues, the estimates of revenues produced by
these models are dependent on estimates and assumptions of future loan demand, prepayment speeds and other factors
which may differ from actual subsequent experience.

Changesin Interest Rates could also Reduce the Value of Our Mortgage Servicing Rights and Earnings— We have
aportfolio of mortgage servicing rights. A mortgage servicing right (MSR) istheright to service amortgage loan (i.e,
collect principal, interest, escrow amounts, etc.) for afee. We acquire M SRs when we originate mortgage loans and keep
the servicing rights after we sell or securitize the loans or when we purchase the servicing rights to mortgage loans
originated by other lenders. We carry MSRs at the lower of amortized cost or estimated fair value. Fair value isthe
present value of estimated future net servicing income, cal culated based on a number of variables, including
assumptions about the likelihood of prepayment by borrowers.

Changesin interest rates can affect prepayment assumptions and, thus, fair value. When interest ratesfall, borrowers
are more likely to prepay their mortgage loans by refinancing them at alower rate. Asthe likelihood of prepayment
increases, the fair value of our M SRs can decrease. Each quarter we evaluate our M SRs for impairment based on the
difference between carrying amount and fair value at quarter end. If temporary impairment exists, we establish a
valuation allowance through a charge to earnings for the amount the carrying amount exceeds fair value. We also
evaluate our MSRsfor other-than-temporary impairment. If we determine that other-than-temporary impairment exists,
we will recognize a direct write-down of the carrying value of the MSRs.

L egal/Compliance Risks

We are Subject to Extensive Government Regulation and Supervision — We, primarily through Associated Bank,
National Association, and certain nonbank subsidiaries, are subject to extensive federal and state regulation and
supervision. Banking regulations are primarily intended to protect depositors' funds, federal deposit insurance funds,
and the banking system as awhole, not shareholders. These regulations affect our lending practices, capital structure,
investment practices, dividend policy, and growth, among other things. Congress and federal regulatory agencies
continually review banking laws, regulations, and policies for possible changes. Changesto statutes, regulations, or
regulatory policies, including changesin interpretation or implementation of statutes, regulations, or policies, could
affect usin substantial and unpredictable ways. Such changes could subject usto additional costs, limit the types of
financial servicesand products we may offer, and/or increase the ability of nonbanks to offer competing financial
services and products, among other things. Failure to comply with laws, regulations, or policies could result in
sanctions by regulatory agencies, civil money penalties, and/or reputation damage, which could have amaterial adverse
effect on our business, financial condition, and results of operations. While we have policies and procedures designed
to prevent any such violations, there can be no assurance that such violations will not occur.

We are Subject to Examinations and Challenges by Tax Authorities— We are subject to federal and state income tax
regulations. Income tax regulations are often complex and require interpretation. Changes in income tax regulations
could negatively impact our results of operations. In the normal course of business, we are routinely subject to
examinations and challenges from federal and state tax authorities regarding the amount of taxes due in connection with
investments we have made and the businesses in which we have engaged. Recently, federal and state taxing authorities
have become increasingly aggressive in challenging tax positions taken by financial institutions. These tax positions
may relate to tax compliance, sales and use, franchise, gross receipts, payroll, property and income tax issues, including
tax base, apportionment and tax credit planning. The challenges made by tax authorities may result in adjustments to the
timing or amount of taxable income or deductions or the allocation of income among tax jurisdictions. If any such
challenges are made and are not resolved in our favor, they could have amaterial adverse effect on our financial
condition and results of operations.
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We are Subject to Claims and Litigation Pertaining to Fiduciary Responsibility — From time to time, customers
make claims and take legal action pertaining to the performance of our fiduciary responsibilities. Whether customer
claims and legal action related to the performance of our fiduciary responsibilities are founded or unfounded, if such
claims and legal actions are not resolved in amanner favorable to us, they may result in significant financial liability
and/or adversely affect the market perception of us and our products and services, aswell asimpact customer demand
for those products and services. Any financial liability or reputation damage could have amaterial adverse effect on our
business, which, in turn, could have a material adverse effect on our financial condition and results of operations.

We may be a Defendant in a Variety of Litigation and Other Actions, Which may have a Material Adverse Effect on
our Financial Condition and Results of Operation — We may be involved from timeto timein avariety of litigation
arising out of our business. Our insurance may not cover all claims that may be asserted against us, and any claims
asserted against us, regardless of merit or eventual outcome, may harm our reputation. Should the ultimate judgments or
settlementsin any litigation exceed our insurance coverage, they could have amaterial adverse effect on our financial
condition and results of operation. In addition, we may not be able to obtain appropriate types or levels of insurancein
the future, nor may we be able to obtain adequate replacement policies with acceptable terms, if at all.

Operational Risks

Changesin Our Accounting Policiesor in Accounting Standards could Materially affect how We Report Our
Financial Resultsand Condition — Our accounting policies are fundamental to understanding our financial results
and condition. Some of these policies require use of estimates and assumptions that may affect the value of our assets
or liabilities and financial results. Some of our accounting policies are critical because they require management to make
difficult, subjective and complex judgments about matters that are inherently uncertain and becauseit islikely that
materially different amounts would be reported under different conditions or using different assumptions.

From time to time the Financial Accounting Standards Board (FA SB) and the SEC change the financial accounting and
reporting standards or the interpretation of those standards that govern the preparation of our external financial
statements. These changes are beyond our control, can be hard to predict and could materially impact how we report
our results of operations and financial condition. We could be required to apply anew or revised standard retroactively,
resulting in our restating prior period financial statementsin material amounts.

Our Internal Controls may be | neffective — Management regularly reviews and updates our internal controls,
disclosure controls and procedures, and corporate governance policies and procedures. Any system of controls,
however well designed and operated, is based in part on certain assumptions and can provide only reasonable, not
absolute, assurances that the objectives of the system are met. Any failure or circumvention of our controls and
procedures or failure to comply with regulations related to controls and procedures could have amaterial adverse effect
on our business, results of operations, and financial condition.

I mpairment of Goodwill or Other I ntangible Assets could Require Chargesto Earnings, which could Resultin a
Negative Impact on Our Results of Operations — Under current accounting standards, goodwill and certain other
intangible assets with indeterminate lives are no longer amortized but, instead, are assessed for impairment periodically
or when impairment indicators are present. Assessment of goodwill and such other intangible assets could result in
circumstances where the applicable intangible asset is deemed to be impaired for accounting purposes. Under such
circumstances, the intangible asset’s impai rment would be reflected as a charge to earningsin the period during which
such impairment isidentified.

We may not be able to Attract and Retain Skilled People — Our success depends, in large part, on our ability to
attract and retain skilled people. Competition for the best people in most activities engaged in by us can beintense and
we may not be ableto hire sufficiently skilled people or to retain them. The unexpected loss of services of one or more
of our key personnel could have a material adverseimpact on our business because of their skills, knowledge of our
markets, years of industry experience, and the difficulty of promptly finding qualified replacement personnel.

L oss of Key Employees may Disrupt Relationships with Certain Customers— Our businessis primarily relationship-
drivenin that many of our key employees have extensive customer relationships. Loss of akey employee with such
customer relationships may lead to the loss of businessif the customers were to follow that
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employee to a competitor. While we believe our relationship with our key producersis good, we cannot guarantee that
all of our key personnel will remain with our organization. L oss of such key personnel, should they enter into an
employment relationship with one of our competitors, could result in the loss of some of our customers.

Because the Nature of the Financial Services Business I nvolvesa High Volume of Transactions, We Face
Significant Operational Risks — We operate in many different businessesin diverse markets and rely on the ability of
our employees and systems to process a high number of transactions. Operational risk istherisk of loss resulting from
our operations, including but not limited to, the risk of fraud by employees or persons outside our company, the
execution of unauthorized transactions by employees, errorsrelating to transaction processing and technol ogy,
breaches of theinternal control system and compliance requirements, and business continuation and disaster recovery.
Thisrisk of loss also includes the potential legal actionsthat could arise as aresult of an operational deficiency or asa
result of noncompliance with applicable regulatory standards, adverse business decisions or their implementation, and
customer attrition due to potential negative publicity. In the event of a breakdown in the internal control system,
improper operation of systems or improper employee actions, we could suffer financial loss, face regulatory action and
suffer damage to our reputation.

We Rely on Other Companiesto Provide Key Components of Our Business I nfrastructure— Third party vendors
provide key components of our business infrastructure such asinternet connections, network access and core
application processing. While we have selected these third party vendors carefully, we do not control their actions.
Any problems caused by these third parties, including as aresult of their not providing ustheir services for any reason
or their performing their services poorly, could adversely affect our ability to deliver products and servicesto our
customers and otherwise to conduct our business. Replacing these third party vendors could also entail significant
delay and expense.

Revenues from Our | nvestment Management and Asset Servicing Businesses are Significant to Our Earnings —
Generating returnsthat satisfy clientsin avariety of asset classesisimportant to maintaining existing business and
attracting new business. Administering or managing assets in accordance with the terms of governing documents and
applicable lawsis also important to client satisfaction. Failurein either of the foregoing areas can expose usto liability.

Our Information Systems May Experience an Interruption or Breach in Security — We rely heavily on
communications and information systems to conduct our business. Any failure, interruption, or breach in security or
operational integrity of these systems could result in failures or disruptionsin our customer relationship management,
general ledger, deposit, loan, and other systems. While we have policies and procedures designed to prevent or limit the
effect of the failure, interruption, or security breach of our information systems, we cannot assure you that any such
failures, interruptions, or security breacheswill not occur or, if they do occur, that they will be adequately addressed.
The occurrence of any failures, interruptions, or security breaches of our information systems could damage our
reputation, result in aloss of customer business, subject usto additional regulatory scrutiny, or expose usto civil
litigation and possible financial liability, any of which could have amaterial adverse effect on our financial condition
and results of operations.

The Potential for Business I nterruption Exists Throughout Our Organization — Integral to our performanceisthe
continued efficacy of our technical systems, operational infrastructure, relationships with third parties and the vast
array of associates and key executivesin our day-to-day and ongoing operations. Failure by any or all of these
resources subjects us to risks that may vary in size, scale and scope. Thisincludes, but is not limited to, operational or
technical failures, ineffectiveness or exposure due to interruption in third party support as expected, aswell as, the loss
of key individuals or failure on the part of key individualsto perform properly.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2.  PROPERTIES

Our headquarters are located in the Village of Ashwaubenon, Wisconsin, in aleased facility with approximately
30,000 square feet of office space. We entered into afive-year |ease with one consecutive five-year extension and are
4 yearsinto thefive-year extension.
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At December 31, 2007, our bank subsidiary occupied 295 offices in approximately 180 different communities within
Illinois, Minnesota, and Wisconsin. The main office of Associated Bank, National Association, isowned. Most bank
subsidiary branch offices are freestanding buildings that provide adequate customer parking, including drive-through
facilities of various numbers and typesfor customer convenience. Some bank branch offices are in supermarket
locations or in retirement communities. In addition, we own other real property that, when considered in aggregate, is
not material to our financial position.

ITEM 3. LEGAL PROCEEDINGS

In the ordinary course of business, the Corporation may be named as defendant in or be a party to various pending and

threatened legal proceedings. Since it may not be possible to formulate a meaningful opinion as to the range of possible
outcomes and plaintiffs' ultimate damage claims, management cannot estimate the specific possible loss or range of loss
that may result from these proceedings. Management believes, based upon current knowledge, that liabilities arising out
of any such current proceedingswill not have amaterial adverse effect on the consolidated financial position, results of

operations or liquidity of the Corporation.

ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS

There were no matters submitted to avote of security holders during the fourth quarter of the year ended December 31,
2007.

PART 11

ITEM 5. MARKET FOR THE REGISTRANT'SCOMMON EQUITY, RELATED STOCKHOLDER MATTERSAND
ISSUER PURCHASES OF EQUITY SECURITIES

Information in response to thisitem isincorporated by reference to the discussion of dividend restrictionsin Note 10,
"Stockholders' Equity," of the notesto consolidated financial statementsincluded under Item 8 of this document. The
Corporation’s common stock istraded on The Nasdag Stock Market L L C under the symbol ASBC.

The approximate number of equity security holders of record of common stock, $.01 par value, as of February 15, 2008,
was 13,200. Certain of the Corporation’s shares are held in "nominee" or "street" name and the number of beneficial
owners of such sharesis approximately 35,300.

Payment of future dividendsiswithin the discretion of the Board of Directors and will depend, among other factors, on
earnings, capital requirements, and the operating and financial condition of the Corporation. At the present time, the
Corporation expects that dividends will continue to be paid in the future. The amount of the annual dividend was $1.22
and $1.14 for 2007 and 2006, respectively.

The Corporation did not purchase any common stock during the fourth quarter of 2007. For a detailed discussion of the
common stock repurchase authorizations and repurchases during 2007 and 2006, see section "Capital" included under
Item 7 of this document and Note 10, "Stockholders’ Equity," of the notes to consolidated financial statementsincluded
under Item 8 of this document.

Market Information

The following represents sel ected market information of the Corporation for 2007 and 2006.
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2007
4th Quarter
3rd Quarter
2nd Quarter
1st Quarter

2006
4th Quarter
3rd Quarter
2nd Quarter
1st Quarter

Market Price Range
Closing Sales Prices

Dividends Paid Book Value High Low Close
$ 031 $ 1832 $3049 $25.23 $27.09
0.31 1804 3305 2686  29.63
0.31 1756  33.49 32.14 32.70
0.29 1754 3543 3316  33.60
$ 029 $ 1744 $35.13 $3213 $34.88
0.29 1744 3258 30.27 32.50
0.29 1720 3445 3069 3153
0.27 1698 34.83 32.75 33.98
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Stock Price Performance Graph

Set forth below isaline graph (and the underlying data points) comparing the yearly percentage changein the
cumulative total shareholder return (change in year-end stock price plus reinvested dividends) on Associated's

common stock with the cumulative total return of the Nasdag Bank Index and the S& P 500 Index for the period of five
fiscal years commencing on January 1, 2003, and ending December 31, 2007. The Nasdaq Bank Index is prepared for
Nasdag by the Center for Research in Securities Prices at the University of Chicago. The graph assumes that the value
of the investment in Common Stock and for each index was $100 on December 31, 2002. Historical stock price
performance shown on the graph is not necessarily indicative of the future price performance.

250
—F  Associated Banc-Corp

A S&P 500
200 | =0~ Nasdag Bank Index

150

DOLLARS
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2002 2003 20004 2005 2006 2007
Sour ce:Bloomberg 2002 2003 2004 2005 2006 2007
Associated Banc-Corp 100.0 130.0 155.9 157.7 174.5 141.6
S&P 500 100.0 128.4 142.1 149.0 172.3 181.7
Nasdag Bank Index 100.0 132.6 150.4 147.4 167.5 134.7

The Stock Price Performance Graph shall not be deemed incorporated by reference by any general statement
incorporating by reference this Annual Statement on Form 10-K into any filing under the Securities Act or under the
Exchange Act, except to the extent Associated specifically incorporates this information by reference, and shall not

otherwise be deemed filed under such Acts.
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ITEM 6. SELECTED FINANCIAL DATA

TABLE 1: EARNINGSSUMMARY AND SELECTED FINANCIAL DATA
(I'n thousands, except per share data)

% 5-Year
Change Compound
2006 to Growth
Y ears Ended December 31, 2007 2007 2006 2005 2004 2003 Rate(5)
Interest income $ 1,275,712 (0.3)%$ 1,279,379 $ 1,094,025 $ 767,122 $ 727,364 10.0%
Interest expense 631,899 3.6 609,830 421,770 214,495 216,602 16.8
Net interest income 643,813 (3.8) 669,549 672,255 552,627 510,762 5.1
Provision for loan losses 34,509 811 19,056 13,019 14,668 46,813 (7.4)
Net interest income after provision
for loan losses 609,304 (6.3) 650,493 659,236 537,959 463,949 6.2
Noninterest income 344,781 16.7 295,501 291,086 210,247 216,882 13.2
Noninterest expense 534,891 7.8 496,215 480,463 377,869 359,115 9.5
Income before income taxes 419,194 (6.8) 449,779 469,859 370,337 321,716 7.2
Income tax expense 133,442 0.2 133,134 149,698 112,051 93,059 9.3
NET INCOME 285,752 (9.8)%$ 316,645 320,161 258,286 228,657 6.3%
Taxable equivalent adjustment $ 27,259 3.9% $ 26,233 % 25,509 $ 25,528 % 24,903 2.5%
Basic earnings per share(1) $ 2.24 (6.7)% $ 240 $ 245 $ 228 $ 2.07 3.6%
Diluted earnings per share(1) 2.23 (6.3) 2.38 2.43 2.25 2.05 3.7
Cash dividends per share(1) 1.22 7.0 1.14 1.06 0.98 0.89 8.6
Weighted average shares outstanding
(2):
Basic 127,408 (3.5) 132,006 130,554 113,532 110,617 2.6
Diluted 128,428 (3.5) 133,132 131,931 115,025 111,761 25
SELECTED FINANCIAL DATA
Y ear-End Balances:
Loans $15,516,252 4.3% $14,881,526 $15,206,464 $13,881,887 $10,291,810 8.5%
Allowance for loan losses 200,570 (1.4) 203,481 203,404 189,762 177,622 4.3
Investment securities 3,543,019 3.1 3,436,621 4,711,605 4,815,344 3,773,784 11
Total assets 21,592,083 35 20,861,384 22,100,082 20,520,136 15,247,894 7.5
Deposits 13,973,913 (2.4) 14,316,071 13,573,089 12,786,239 9,792,843 8.9
Long-term funding 1,864,771 (10.0) 2,071,142 3,348,476 2,604,540 2,034,160 (2.3)
Stockholders’ equity 2,329,705 3.8 2,245,493 2,324,978 2,017,419 1,348,427 12.9
Book value per share(1) 18.32 5.0 17.44 17.15 15.56 12.26 9.9
Average Balances:
Loans $15,132,634 (1.5)% $15,370,090 $14,347,707 $11,174,856 $10,622,499 8.6%
Investment securities 3,480,831 (9.0) 3,825,245 4,794,708 3,983,452 3,302,460 1.3
Total assets 20,638,005 (2.5) 21,162,099 20,921,575 16,365,762 14,969,860 7.6
Deposits 13,741,803 0.9 13,623,703 12,462,981 10,144,528 9,299,506 9.0
Stockholders’ equity 2,253,878 (1.1) 2,279,376 2,101,389 1,499,606 1,300,990 12.8
Financial Ratios:(2)
Return on average equity 12.68% (121) 13.89% 15.24% 17.22% 17.58%
Return on average assets 1.38 (12) 1.50 1.53 1.58 1.53
Efficiency ratio(3) 53.92 361 50.31 48.99 48.04 47.86
Net interest margin 3.60 (2) 3.62 3.64 3.80 3.84
Average equity to average assets 10.92 15 10.77 10.04 9.16 8.69
Dividend payout ratio(4) 54.46 696 47.50 43.27 42.84 42.83

(1) Share and per share data adjusted retroactively for stock splits and stock dividends.

(2) Changein basis points.

(3) Efficiency ratio is noninterest expense divided by the sum of taxable equivalent net interest income plus noninterest income,
excluding investment securities gains, net and asset sale gains, net.

(4) Ratio is based upon basic earnings per share.

(5) Base year used in 5-year compound growth rate is 2002 consolidated financial data.
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ITEM 7. MANAGEMENT’SDISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTSOF
OPERATIONS

The following discussion is management’s analysisto assist in the understanding and eval uation of the consolidated
financial condition and results of operations of the Corporation. It should be read in conjunction with the consolidated
financial statements and footnotes and the selected financial data presented el sewhere in thisreport.

The detailed financial discussion that follows focuses on 2007 results compared to 2006. Discussion of 2006 results
compared to 2005 is predominantly in section "2006 Compared to 2005."

Management continually evaluates strategic acquisition opportunities and other various strategic alternatives that
could involve the sale or acquisition of branches or other assets, or the consolidation or creation of subsidiaries.
Therefore, the financial discussion that follows may refer to the effect of the Corporation’ s business combination
activity, detailed under section, "Business Combinations," and Note 2, "Business Combinations," of the notesto
consolidated financial statements. The Corporation’s 2007 acquisition modestly impacted financial results between the
annual periods, as 2007 included seven months of operating results of First National Bank of Hudson ("First National
Bank"), a$0.4 billion community bank at acquisition, while the acquisition had no impact on 2006 financial results.

Overview

The Corporation is abank holding company headquartered in Wisconsin, providing adiversified range of banking and
nonbanking financial servicesto individuals and businesses primarily in its three-state footprint (Wisconsin, Illinois
and Minnesota). The Corporation, principally through its wholly owned banking subsidiary, provides awide range of
services, including business and consumer loan and depository services, aswell as other traditional banking services.
Principally through its nonbanking subsidiaries, the Corporation’s wealth business provides avariety of products and
services to supplement the banking business including insurance, brokerage, and trust/asset management.

The Corporation’s primary sources of revenue are net interest income (predominantly from loans and deposits, and also
from investment securities and other funding sources), and noninterest income, particularly fees and other revenue from
financial services provided to customers or ancillary servicestied to loans and deposits. Business volumes and pricing
drive revenue potential, and tend to be influenced by overall economic factors, including market interest rates, business
spending, consumer confidence, economic growth, and competitive conditions within the marketplace aswell.

During 2007, the Corporation made meaningful progress on key strategies in an otherwise challenging banking and
economic environment. Investments in the management team were made, the quality of our earnings wasimproved (i.e.,
increasing earnings potential from core banking and wealth businesses), and risks in our balance sheet were minimized.

The executive management team was enhanced with the addition of LisaBinder as President and Chief Operating Officer
in January 2007, providing added depth and expertise. Resources were allocated into higher growth markets, such as
Milwaukee and Madison, Wisconsin, Chicago, lllinois, and Minneapolis, Minnesota (including our acquisition of First
National Bank with 8 locationsin the rapidly growing Greater Twin Cities area). We sold $224 million of depositsin
lower-growth markets over the second half of 2007, and consolidated several branches. These efforts position usfor
improved balance sheet and revenue growth potential in our markets in 2008, during which extreme competition and
challenging operating and rate environments are anticipated to continue.

In 2007, the Corporation continued to actively manage its balance sheet. The wholesale funding reduction strategy
completed during 2006 aided a 12% decline in average whol esal e funding balances and a 9% declinein average
investments between the years. In addition to the branch deposit sales already noted, the Corporation also completed
the January 2007 sale of $0.3 hillion of lower-yielding residential mortgage loans, reduced its average mortgage portfolio
serviced for others by 16% through bulk servicing sales, managed nonperforming and targeted distressed commercial
loans, and repurchased approximately 4 million shares of common stock. The Corporation continually eval uates
risks/rewards of its balance sheet, mortgage portfolio serviced for others, and other banking products, services and
locations, for opportunities to redeploy capital.
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2007 presented unique asset quality issues for the industry (including the effects of general economic conditions such
asrising energy prices, thefall of the dollar, and rumors of inflation or recession; softening commercial and residential
real estate markets; pervasive subprime lending issues; and waning consumer confidence) and for the Corporation
(including elevated net charge offs during the second half of 2007 and higher nonperforming loan levels since mid-2006
compared to the Corporation’s longer-term historical experience). The Corporation responded by tightening
underwriting guidelines and aggressively managing risks of the commercial and retail portfolios. While these actions
kept commercial nonperforming loans minimally changed between year-end 2007 and 2006, nonperforming |oans were up
14% (i.e., up $20 million to $163 million at year end 2007), led by consumer-based credits which were particularly
impacted by negative economic conditions on these borrowers and rapid deterioration in the housing markets especially
in the second half of 2007.

The 2007 operating and rate environments were challenging, and, as aresult, net income for 2007 was $286 million
($31 million or 10% lower than 2006), diluted earnings per share were $2.23 ($0.15 or 6% lower than 2006), net interest
income was $644 million on a margin of 3.60% (compared to $670 million on amargin of 3.62% for 2006), and the
provision for loan losses was $35 million with net charge offs to average loans of 0.27% (compared to a provision of
$19 million and a net charge off ratio of 0.12% for 2006). Changesin and resolutions of certain tax matters favorably
impacted 2006 net income by approximately $12 million and 2006 diluted earnings per share by approximately $0.09.

The shrinking of the average balance sheet (with average earning assets down $0.6 billion or 3% versus 2006) impacted
net interest income in absol ute terms (down $26 million or 4%), but helped to maintain the net interest margin at 3.60%
for 2007 (down only 2 basis points from 2006), asloans (which, on average, earn more than investments) grew to
represent 81% of average earning assets (versus 80% for 2006), and wholesal e funding bal ances (which, on average,
cost more than deposits) fell to represent 28% of average interest-bearing liabilities (versus 31% for 2006).

Increasing net interest income from profitable growth in loans and deposits constitute the Corporation’s greatest
opportunities for 2008 earnings growth. Y et, these are al so subject to various risks, such as competitive pricing
pressures that are expected to continue in 2008, softening loan markets (particularly commercial real estate in our
footprint), future changesin customer behavior relative to loan and deposit products and in light of general economic
conditions, and challenges to deposit growth (as noted below). While there was some normalization and steepening of
theyield curve during 2007, there are still significant rate environment and competitive challenges that may cause
continued downward pressure on the net interest margin for 2008.

Total deposits declined $0.3 billion or 2% between year-end 2007 and 2006, as strategically we sold $224 million of
depositsin 19 branches from lower-growth markets during the second half of 2007 and relied less on brokered CDs
(down $228 million between year ends), offset partly by $0.3 billion in deposits added from the First National Bank at
acquisition. On average, theseitems were relatively neutral, with average deposits up $0.1 billion or 1% over 2006.
Deposit growth remains akey to improving net interest income and the quality of earningsin 2008. Competition for
deposits remains high. Challengesto deposit growth include a cyclical decline in deposits historically experienced
during the first quarter, price increases on deposit products given the rate environment, other competitive pricing
pressures, along with customer preference for higher-costing deposit products or non-deposit investment alternatives.

Total loansincreased $0.6 hillion (4%) between year-end 2007 and 2006, with $0.3 billion added from First National Bank
at acquisition and organic growth coming primarily in the fourth quarter of 2007. On average, loans declined $0.2 billion
(2%) when considering the timing of the January 2007 sale of $0.3 billion of residential mortgages, the June 2007
acquisition, the exiting of distressed commercial loans previously mentioned, and the strong fourth quarter organic
growth.

As mentioned earlier, asset quality measures deteriorated during 2007. While not immune to deteriorating credit
conditions and declining real estate values, the Corporation worked commercial credit risks aggressively during 2007,
such that the $20 million (14%) increase in nonperforming loans between year-end 2006 and 2007 was principally due to
consumer-based credits. At December 31, 2007, the allowance for loan losses to total |oans ratio of 1.29% was deemed
adequate by management, covering 123% of nonperforming loans, compared to 1.37% at December 31, 2006, covering
143% of nonperforming loans. The provision for loan losses was $35 million for 2007, with net charge offsto average
loans of 0.27% (compared to aprovision of $19 million and a net charge off
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ratio of 0.12% for 2006). For 2008, we anticipate that net charge offs and provision for loan losses will remain elevated
compared to our longer-term historical levels. We cannot predict the duration of asset quality stress for 2008, given
uncertainty as to the magnitude and scope of economic stressin our markets, on our customers, and on underlying real
estate values (residential and commercial).

Noninterest income of $345 million in 2007 was up $49 million (17%) over 2006, primarily from growth in core fee-based
revenues (up $20 million or 9%, and defined as trust service fees, service charges on deposit accounts, card-based and
other nondeposit fees, and retail commissions), as well as asset sale and investment securities net gains (up $19 million
combined, predominantly from deposit premiums and fixed asset gains related to the branch deposit sales), and higher
net mortgage banking income (up $8 million, led by gains on bulk sales of mortgage servicing in 2007). Core fee-based
revenues benefited in 2007 from a combination of higher volumes, improved pricing, and the improved stock market on
new and retained business. Core fee-based revenues are expected to improve in 2008, with growth from cross selling of
services, product offerings and pricing.

Noninterest expense of $535 million grew $39 million (8%) over 2006. Personnel expenses were $303 million, up

$20 million or 7% versus 2006, with a$2 million increase in stock awards expense, $8 million (4%) higher base salaries
and commissions (principally due to merit increases), $3 million more on transitional costs (including signing/retention
bonuses, severance, and overtime/temporary help), $4 million higher performance-based bonuses (as 2006 scaled back
discretionary pay to agreater degree than in 2007), and $2 million more in fringe benefits expense. On average, there was
no changein full time equivalent employees between 2007 and 2006, as severance plansthat started in fourth quarter
2006 were effected through the first part of 2007, offsetting increases from the June 2007 acquisition and new hires.
Nonpersonnel noninterest expenses on an aggregate basis were up $19 million or nearly 9% over 2006, primarily dueto
generally rising costs, greater marketing for business generation, higher foreclosure related and loan collection costs,
increased placement/rel ocation expense, and higher third party deposit network service costs. The efficiency ratio
(defined as noninterest expense divided by "total revenue," with total revenue calculated as the sum of taxable
equivalent net interest income plus noninterest income, excluding net asset and securities gains) was 53.92% for 2007
and 50.31% for 2006. Noninterest expense will increase in 2008 as employment costs rise, particularly considering
planned merit increases, higher variable incentives expected to be earned, health benefits, and stock awards expense, as
well as system conversion costs and elevated levels of foreclosure and loan collection costs that are likely to continue.
The Corporation is expecting to complete a conversion of its core banking platform in mid-2008 to provide operational
and other benefits. Significant risks related to this conversion effort include: potential for related internal and external
costs to exceed expectations, potential for disruption of operations, and potential for negative customer impact.
Although management hasimplemented processes and oversight to manage and control such risks, unexpected
difficulties may arise.

Critical Accounting Policies

In preparing the consolidated financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the date of the balance sheet and revenues and expenses for
the period. Actual results could differ significantly from those estimates. Estimates that are particularly susceptibleto
significant change include the determination of the allowance for |oan losses, mortgage servicing rights valuation,
derivative financial instruments and hedging activities, and income taxes.

The consolidated financial statements of the Corporation are prepared in conformity with U.S. generally accepted
accounting principles and follow general practices within theindustriesin which it operates. This preparation requires
management to make estimates, assumptions, and judgments that affect the amounts reported in the financial
statements and accompanying notes. These estimates, assumptions, and judgments are based on information available
as of the date of the financial statements; accordingly, as thisinformation changes, actual results could differ from the
estimates, assumptions, and judgments reflected in the financial statements. Certain policiesinherently have a greater
reliance on the use of estimates, assumptions, and judgments and, as such, have a greater possibility of producing
resultsthat could be materially different than originally reported. Management believes the following policies are both
important to the portrayal of the Corporation’s financial condition and results and require subjective or complex
judgments and, therefore, management considers the following to be critical accounting policies. The critical accounting
policies are discussed directly with the Audit Committee of the Corporation’s Board of Directors.
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Allowance for Loan L osses: Management’s eval uation process used to determine the adequacy of the allowance for
loan losses is subject to the use of estimates, assumptions, and judgments. The evaluation process combines several
factors. management’s ongoing review and grading of the loan portfolio, consideration of historical loan loss and
delinguency experience, trends in past due and nonperforming loans, risk characteristics of the various classifications
of loans, concentrations of loans to specific borrowers or industries, existing economic conditions, the fair value of
underlying collateral, and other qualitative and quantitative factors which could affect probable credit osses. Because
current economic conditions can change and future events are inherently difficult to predict, the anticipated amount of
estimated |oan losses, and therefore the adequacy of the allowance for loan losses, could change significantly. Asan
integral part of their examination process, various regulatory agencies also review the allowance for loan losses. Such
agencies may require that certain loan balances be charged off when their credit evaluations differ from those of
management, based on their judgments about information available to them at the time of their examination. The
Corporation believes the allowance for loan losses is adequate as recorded in the consolidated financial statements. See
Note 1, "Summary of Significant Accounting Policies," and Note 4, "Loans," of the notesto consolidated financial
statements and section "Allowance for Loan L osses.”

Mortgage Servicing Rights Valuation: The fair value of the Corporation’s mortgage servicing rights asset isimportant to
the presentation of the consolidated financial statements since the mortgage servicing rights are carried on the
consolidated balance sheet at the lower of amortized cost or estimated fair value. Mortgage servicing rights do not trade
in an active open market with readily observable prices. As such, like other participants in the mortgage banking
business, the Corporation relies on an internal discounted cash flow model to estimate the fair value of its mortgage
servicing rights. The use of an internal discounted cash flow model involves judgment, particularly of estimated
prepayment speeds of underlying mortgages serviced and the overall level of interest rates. Loan type and noterate are
the predominant risk characteristics of the underlying loans used to stratify capitalized mortgage servicing rights for
purposes of measuring impairment. The Corporation periodically reviews the assumptions underlying the val uation of
mortgage servicing rights. In addition, the Corporation consults periodically with third parties as to the assumptions
used and to determine that the Corporation’s valuation is consistent with the third party valuation. While the
Corporation believes that the values produced by itsinternal model are indicative of the fair value of its mortgage
servicing rights portfolio, these values can change significantly depending upon key factors, such as the then current
interest rate environment, estimated prepayment speeds of the underlying mortgages serviced, and other economic
conditions. To better understand the sensitivity of the impact on prepayment speeds to changesin interest rates, if
mortgage interest rates moved up 50 basis points ("bp") at December 31, 2007 (holding all other factors unchanged), it is
anticipated that prepayment speeds would have slowed and the model ed estimated val ue of mortgage servicing rights
could have been $2.1 million higher than that determined at December 31, 2007 (Ieading to more val uation allowance
recovery and an increase in mortgage banking, net). Conversely, if mortgage interest rates moved down 50 bp,
prepayment speeds would have likely increased and the model ed estimated value of mortgage servicing rights could
have been $1.7 million lower (leading to adding more valuation allowance and a decrease in mortgage banking, net). The
proceeds that might be received should the Corporation actually consider a sale of some or all of the mortgage servicing
rights portfolio could differ from the amounts reported at any point in time. The Corporation believes the mortgage
servicing rights asset is properly recorded in the consolidated financial statements. See Note 1, "Summary of Significant
Accounting Policies," and Note 5, "Goodwill and Intangible Assets," of the notes to consolidated financial statements
and section "Noninterest Income.”

Derivative Financial Instruments and Hedge Activities: In various aspects of its business, the Corporation uses
derivative financial instruments to modify exposures to changesin interest rates and market prices for other financial
instruments. Derivative instruments are required to be carried at fair value on the balance sheet with changesin the fair
value recorded directly in earnings. To qualify for and maintain hedge accounting, the Corporation must meet formal
documentation and effectiveness eval uation requirements both at the hedge’sinception and on an ongoing basis. The
application of the hedge accounting policy requires strict adherence to documentation and effectivenesstesting
requirements, judgment in the assessment of hedge effectiveness, identification of similar hedged item groupings, and
measurement of changesin the fair value of hedged items. If in the future derivative financial instruments used by the
Corporation no longer qualify for hedge accounting, the impact on the consolidated results of operations and reported
earnings could be significant. When hedge accounting is discontinued, the Corporation would continueto carry the
derivative on the balance sheet at itsfair value; however, for a cash flow derivative, changesinitsfair value would be
recorded in earnings instead of through other
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comprehensiveincome, and for afair value derivative, the changesin fair value of the hedged asset or liability would no
longer be recorded through earnings. Effective in second quarter 2005, the Corporation determined that the hedge
accounting applied to certain interest rate swaps and an interest rate cap needed to be changed under the requirements
of Statement of Financial Accounting Standard ("SFAS") No. 133, "Accounting for Derivative Instruments and Hedging
Activities," asamended ("SFAS 133"). Consequently, the Corporation recorded a $6.7 million loss in other income
effective for the quarter ended June 30, 2005, which after tax was a $4.0 million reduction to net income, or $0.03 to both
basic and diluted earnings per sharein that quarter. Certain derivative instruments that lost hedge accounting treatment
were terminated in the third quarter of 2005 at a net gain of $1.0 million recorded in other income. Prior to March 31, 2006,
the Corporation had been using the short cut method of assessing hedge effectiveness for afair value hedge with

$175 million notional balance, hedging along-term, fixed-rate subordinated debenture. Effective March 31, 2006, the
Corporation de-designated the hedging relationship under the short cut method and re-designated the hedging
relationship under along-haul method utilizing the same instruments. In December 2006, the Corporation terminated all
swaps hedging long-term, fixed-rate commercial loans for anet gain of approximately $0.8 million. In September 2007, the
Corporation entered into an interest rate swap accounted for as a cash flow hedge, which hedgesthe interest raterisk in
the cash flows of along-term, variable-rate FHL B advance. The Corporation continuesto evaluate its future hedging
strategies. See aso Note 1, "Summary of Significant Accounting Policies," and Note 15, "Derivative and Hedging
Activities," of the notes to consolidated financial statements and section "Interest Rate Risk."

Income Taxes: The assessment of tax assets and liabilitiesinvolves the use of estimates, assumptions, interpretations,
and judgment concerning certain accounting pronouncements and federal and state tax codes. There can be no
assurance that future events, such as court decisions or positions of federal and state taxing authorities, will not differ
from management’s current assessment, the impact of which could be significant to the consolidated results of
operations and reported earnings. The Corporation believes that tax assets and liabilities are adequate and properly
recorded in the consolidated financial statements. See Note 1, "Summary of Significant Accounting Policies," and
Note 13, "Income Taxes," of the notes to consolidated financial statements and section "Income Taxes."

Business Combinations

The Corporation’s business combination activity is detailed in Note 2, "Business Combinations,” of the notesto
consolidated financial statements. All the Corporation’s business combinations since 2002 were accounted for under
the purchase method of accounting; thus, the results of operations of the acquired institutions prior to their respective
consummation dates were not included in the accompanying consolidated financial statements. In each acquisition, the
excess cost of the acquisition over the fair value of the net assets acquired were allocated to the identifiable intangible
assets, if any, with the remainder then allocated to goodwill.

In 2007 there was one completed business combination: First National Bank: On June 1, 2007, the Corporation
consummated its acquisition of 100% of the outstanding shares of First National Bank, a $0.4 billion community bank
headquartered in Woodbury, Minnesota. The consummation of the transaction included the issuance of approximately
1.3 million shares of common stock and $46.5 million in cash. With the addition of First National Bank’s eight locations,
the Corporation expanded its presence in the Greater Twin Cities area. At acquisition, First National Bank added
approximately $0.3 billion to both loans and deposits. In June 2007, the Corporation also completed its conversion of
First National Bank onto its centralized operating systems and merged it into its banking subsidiary, Associated Bank,
National Association.

In 2005 there was one completed business combination: State Financial Services Corporation (" State Financia"): On
October 3, 2005, the Corporation consummated its acquisition of 100% of the outstanding shares of State Financial.
Based on the terms of the agreement, the consummation of the transaction included the issuance of approximately

8.4 million shares of the Corporation’s common stock and $11 million in cash. As of the acquisition date, State Financial
was a$2 billion financial services company based in Milwaukee, Wisconsin, with 29 banking branches in southeastern
Wisconsin and northeastern Illinois, providing commercial and retail banking products. During the fourth quarter of
2005, the Corporation integrated and converted State Financial onto its centralized operating systems and merged State
Financial into its banking subsidiary, Associated Bank, National Association.
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Segment Review

Asdescribedin Part |, Item |, section "Services," and in Note 20, " Segment Reporting," of the notes to consolidated
financial statements, the Corporation’s primary reportable segment is banking. Banking consists of lending and deposit
gathering (as well as other banking-related products and services) to businesses, governments, and consumers and the
support to deliver, fund, and manage such banking services. The Corporation’s wealth management segment provides
products and a variety of fiduciary, investment management, advisory, and Corporate agency services to assist
customersin building, investing, or protecting their wealth, including insurance, brokerage, and trust/asset
management.

Note 20, "Segment Reporting," of the notes to consolidated financial statements, indicates that the banking segment
represents 90% of total revenuesin 2007, as defined. The Corporation’s profitability is predominantly dependent on net
interest income, noninterest income, the level of the provision for loan losses, noninterest expense, and taxes of its
banking segment. The consolidated discussion therefore predominantly describes the banking segment results. The
critical accounting policies primarily affect the banking segment, with the exception of income tax accounting, which
affects both the banking and wealth management segments (see section "Critical Accounting Policies").

The contribution from the wealth management segment compared to consolidated net income and total revenues (as
defined and disclosed in Note 20, " Segment Reporting,” of the notes to consolidated financial statements) was 7% and
10%, respectively, for 2007, compared to 6% and 10%, respectively, for 2006, and 5% and 9%, respectively, for 2005.
Wealth management segment revenues were up $6 million (5%) between 2007 and 2006, and up $9 million (10%) between
2006 and 2005. Wealth management segment expenses were up $2 million (3%) between 2007 and 2006, and up $7 million
(12%) between 2006 and 2005. Wealth management segment assets (which consist predominantly of cash equivalents,
investments, customer receivables, goodwill and intangibles) were up $15 million (16%) between year-end 2007 and
2006, and up $5 million (5%) between year-end 2006 and 2005. The $6 million increase in wealth management segment
revenues between 2007 and 2006 was attributable principally to higher trust service fees, while the $2 million increasein
expenses between 2007 and 2006 was primarily attributable to higher personnel expense. The $15 million increasein
wealth management segment assets from 2006 to 2007 was comprised largely of higher levels of cash equivalents and
investments. The major components of wealth management revenues are trust fees, insurance fees and commissions,
and brokerage commissions, which are individually discussed in section "Noninterest Income.” The major expenses for
the wealth management segment are personnel expense (between 71% and 72% of expense for 2007, 2006, and 2005), as
well as occupancy, processing, and other costs, which are covered generally in the consolidated discussion in section
"Noninterest Expense." See also Note 5, "Goodwill and Intangible Assets," of the notes to consolidated financial
statements for additional disclosure.

Performance Summary

The Corporation’s recent acquisition activity impacts financial results modestly between the annual periods, as 2007
includes seven months operating results of the First National Bank acquisition. The First National Bank acquisition had
no impact on 2006 financial results.

The Corporation recorded net income of $285.8 million for the year ended December 31, 2007, a decrease of $30.9 million
or 9.8% from 2006. Basic earnings per share for 2007 were $2.24, a 6.7% decrease from 2006 basic earnings per share of
$2.40. Earnings per diluted share were $2.23, a 6.3% decrease from 2006 diluted earnings per share of $2.38. Earnings of
2006 benefited from changesin and resolutions of certain tax matters, positively impacting 2006 diluted earnings per
share by approximately $0.09. Return on average assets was 1.38% for 2007 compared to 1.50% for 2006. Return on
average equity was 12.68% and 13.89% for 2007 and 2006, respectively. Cash dividends of $1.22 per share paid in 2007
increased by 7.0% over 2006. K ey factors behind these results are discussed below.

* Along with some normalization and steepening of the yield curve during 2007, the shrinking of the average
balance sheet (with average earning assets down $0.6 billion or 3.0% versus 2006) impacted taxable equivalent
net interest incomein absolute dollars (down 3.6% versus 2006), but helped to maintain the net interest margin
(down 2 bp from 2006), as loans (which, on average, earn more than investments) grew to represent 81% of
average earning assets (versus 80% for 2006), and whol esal e funding balances (which, on average, cost more
than deposits) fell to represent 28% of average interest-bearing liabilities (versus 31% for 2006).
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+ Taxable equivalent net interest income was $671.1 million for 2007, $24.7 million or 3.6% lower than 2006. Taxable
equivalent interest income decreased $2.6 million, while interest expenseincreased by $22.1 million. The decrease
in taxable equivalent net interest income was attributable to both unfavorabl e rate variances (reducing taxable
equivalent net interest income by $20.0 million) and unfavorable volume/mix variances (reducing taxable
equivalent net interest income by $4.7 million).

* Thenet interest margin for 2007 was 3.60%, 2 bp lower than 3.62% in 2006. The decreasein net interest margin
was attributable to a 7 bp decrease in interest rate spread (the net of a27 bp increasein the cost of interest-
bearing liabilities and a 20 bp increase in the yield on earning assets), offset by 5 bp higher contribution from net
free funds (primarily attributable to the increased value of noninterest-bearing deposits given the rising costs of
interest-bearing liabilities).

+ At December 31, 2007, total loans were $15.5 hillion, up 4.3% over year-end 2006, with growth in commercial and
home equity loans partially offset by declinesin residential mortgage and installment loans. Total deposits at
December 31, 2007, were $14.0 billion, down 2.4% from year-end 2006, primarily affected by $224 million of branch
deposits sold in the second half of 2007 and a $228 million decline in brokered CDs. In addition, the June 2007
acquisition added $0.3 billion to both total loans and total deposits.

» Credit quality in 2007 was influenced by deteriorating real estate conditions and the impact of the economy on
our customers, resulting in an increase in nonperforming loans and charge offs. Nonperforming loans were
$163 million at December 31, 2007, up 14% from $142 million ayear earlier, primarily in consumer-based credits.
Net charge offswere $40.4 million in 2007 (or 0.27% of average loans) compared to $19.0 million in 2006 (or 0.12%
of averageloans), led by the risein commercial net charge offs. The provision for loan |osses was $34.5 million
and $19.1 million, respectively, for 2007 and 2006. At year-end 2007, the allowance for loan losses represented
1.29% of total loans (covering 123% of nonperforming loans), compared to 1.37% (covering 143% of
nonperforming loans) at year-end 2006.

* Noninterest income was $344.8 million for 2007, $49.3 million or 16.7% higher than 2006. Core fee-based revenues
(including trust service fees, service charges on deposit accounts, card-based and other nondeposit fees, and
retail commissions) totaled $252.9 million for 2007, up $19.9 million or 8.5% over $233.0 million for 2006, in part
due to a combination of increased volumes and improved pricing. Net mortgage banking income was
$22.8 million for 2007, compared to $14.8 million in 2006, $7.9 million higher than 2006, with 2007 including gains
of $8.6 million on bulk servicing sales and a $1.4 million valuation recovery, while 2006 included a $2.1 million
unfavorable market valuation adjustment associated with the December 2006 transfer of $0.3 billion of residential
mortgage loansto loans held for sale and a $2.3 million valuation recovery. Asset and investment securities
gains combined were $23.8 million for 2007, $18.8 million higher than 2006, predominantly from deposit premiums
and fixed asset gains related to the 2007 branch deposit sales.

* Noninterest expense was $534.9 million for 2007, up $38.7 million or 7.8% over 2006, impacted in part by generaly
rising costs. Personnel expense rose $20.0 million or 7.1%, while all remaining noninterest expense categories on
acombined basisincreased $18.7 million or 8.8% over 2006. The efficiency ratio (as defined under
section,"Overview") was 53.92% for 2007 and 50.31% for 2006.

* Income tax expense of $133.4 million was relatively unchanged (down $0.3 million) compared to 2006. The
effective tax rate for 2007 was 31.8%, versus 29.6% for 2006. The increase in the effective tax rate was primarily
due to the 2006 resolution of certain multi-jurisdictional tax issues and changesin exposure of uncertain tax
positions, both resulting in the reduction of tax liabilities and income tax expense for 2006.

INCOME STATEMENT ANALYSIS
Net I nterest Income

Net interest income in the consolidated statements of income (which excludes the taxable equival ent adjustment) was
$643.8 million in 2007 compared to $669.5 million in 2006. The taxable equivalent adjustments (the adjustmentsto bring
tax-exempt interest to alevel that would yield the same after-tax income had that income been subject to ataxation using
a35% tax rate) of $27.3 million and $26.2 million for 2007 and 2006, respectively, resulted in fully taxable equivalent net
interest income of $671.1 million in 2007 and $695.8 million in 2006.
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Net interest income is the primary source of the Corporation’s revenue. Net interest income is the difference between
interest income on interest-earning assets, such as loans and investment securities, and the interest expense on
interest-bearing deposits and other borrowings used to fund interest-earning and other assets or activities. Net interest
income is affected by changesin interest rates and by the amount and composition of earning assets and interest-
bearing liabilities, aswell as the sensitivity of the balance sheet to changesin interest rates, including characteristics
such asthe fixed or variable nature of the financial instruments, contractual maturities, repricing frequencies, and the
use of interest rate swaps and caps.

Interest rate spread and net interest margin are utilized to measure and explain changes in net interest income. Interest
rate spread is the difference between the yield on earning assets and the rate paid for interest-bearing liabilities that
fund those assets. The net interest margin is expressed as the percentage of net interest income to average earning
assets. The net interest margin exceeds the interest rate spread because noninterest-bearing sources of funds ("net free
funds"), principally noninterest-bearing demand deposits and stockholders’ equity, also support earning assets. To
compare tax-exempt asset yields to taxable yields, the yield on tax-exempt loans and investment securitiesis computed
on ataxable equivalent basis. Net interest income, interest rate spread, and net interest margin are discussed on a
taxable equivalent basis.

Table 2 provides average balances of earning assets and interest-bearing liabilities, the associated interest income and
expense, and the corresponding interest rates earned and paid, as well as net interest income, interest rate spread, and
net interest margin on ataxable equivalent basis for the three years ended December 31, 2007. Tables 3 through 5
present additional information to facilitate the review and discussion of taxable equivalent net interest income, interest
rate spread, and net interest margin.

The Corporation had an initiative that began in October 2005 and completed in the third quarter of 2006, to use cash
flows from maturing or sold investments to substantially reduce wholesale funding and repurchase common stock when
opportunistic, toward improving the net interest margin, the balance sheet position, and the quality of earnings. In
support of thisinitiative, the Corporation sold investment securitiesin the first quarter of 2006 and reduced wholesale
funding during 2006. This initiative also impacts the average balance variances between 2007 and 2006.

Taxable equivalent net interest income of $671.1 million for 2007 was $24.7 million or 3.6% lower than 2006. The decrease
in taxable equivalent net interest income was a function of unfavorable interest rate changes (as the impact of changes
in the interest rate environment and product pricing reduced taxable equivalent net interest income by $20.0 million) and
unfavorable volume variances (as balance sheet changes in both volume and mix reduced taxable equivalent net interest
income by $4.7 million). Rate changes on earning assetsincreased interest income by $21.1 million, while changesin
rates on interest-bearing liabilities raised interest expense by $41.1 million, for a net unfavorable rate impact of

$20.0 million. The change in mix and volume of earning assets reduced taxable equivalent net interest income by

$23.7 million, while the reduction in and composition of interest-bearing liabilities reduced taxable equivalent net interest
income by $19.0 million, for anet unfavorable volume impact of $4.7 million. See additional discussion in section
"Interest Rate Risk."

The net interest margin for 2007 was 3.60%, compared to 3.62% in 2006. The 2 bp compression in net interest margin was
attributable to a 7 bp decrease in interest rate spread (the net of a 27 bp increase in the cost of interest-bearing liabilities
and a 20 bp increase in the yield on earning assets), partially offset by 5 bp higher contribution from net free funds (as
higher rates on interest-bearing liahilitiesin 2007 increased the value of noninterest-bearing deposits).

The Federal Reserve raised interest rates by 100 bp during the first half of 2006, followed by afourteen month stretch
with no rate changes. In the last four months of 2007, the Federal Reserve lowered interest rates by 100 bp. At
December 31, 2007, the Federal Funds rate was 4.25%, 100 bp lower than 5.25% at December 31, 2006. On average, the
Federal funds rate was 4.95% for 2007, 2 bp lower than 2006, and the prime rate was 8.05% for 2007, 9 bp higher than the
previous year. Theseinterest rate conditions, along with higher levels of nonaccrual loans and competitive pricing
pressures, resulted in lower spreads on loans and higher rates on deposits between the years.

For 2007, the yield on earning assets of 6.99% was 20 bp higher than 2006. The yield on securities and short-term
investments increased 27 bp (to 5.35%), aided by the sale of $0.7 billion of apool of lower-yielding investment securities
in March 2006. See Note 3, "Investment Securities," of the notes to consolidated financial statements and section,
"Investment Securities Portfolio," for additional information on the March 2006 investment securities sale. Loan yields
increased 15 bp (to 7.37%), benefiting from the January 2007 sale of $0.3 hillion of lower-yielding residential mortgage
loans, higher yields on home equity and other retail loans, and with commercial loan yields
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moderated by competitive pricing pressures, higher levels of nonaccrual loans, and lower recoveries of nonaccrual
interest in 2007. Overall, earning asset rate changes added $21.1 million to interest income, the combination of
$14.0 million higher interest on loans and $7.1 million higher interest on securities and short-term investments.

The cost of interest-bearing liabilities of 3.98% in 2007 was 27 bp higher than 2006, unfavorably impacted by therisein
the cost of each source of funds. The average cost of interest-bearing deposits was 3.55% in 2007, 32 bp higher than
2006, given competitive pricing and a continuing shift by customersto higher priced deposit products. The cost of
wholesal e funding (comprised of short-term borrowings and long-term funding) increased 30 bp to 5.06% for 2007, with
short-term borrowings up 6 bp (similar to the change in the average Federal Funds rate) and long-term funding up 56 bp
(aslower-costing debt matured, renewed, or repriced during the first half of 2007 before interest rates began to fall). The
interest-bearing liability rate changes resulted in $41.1 million higher interest expense, with $30.6 million attributable to
interest-bearing deposits and $10.5 million due to wholesale funding.

Y ear-over-year changes in the average balance sheet were predominantly afunction of the Corporation’swholesale
funding reduction strategy. In conjunction with thisinitiative (which began in fourth quarter 2005 and completed in
third quarter 2006), cash from maturing or sold investments was not reinvested, but used to reduce wholesal e funding
and repurchase stock. As aresult, average earning assets of $18.6 billion in 2007 were $0.6 billion (3%) lower than 2006,
led by a $348 million decrease in average securities and short-term investments. Average |oans were down $237 million,
with a $468 million decrease in residential mortgage (due primarily to the January 2007 sale of $0.3 billion of lower-
yielding residential mortgage loans) and a$50 million declinein retail loans, partialy offset by a$281 million increasein
commercial loans (notably, commercial and industrial). As a percentage of average earning assets, loans increased from
80% for 2006 to 81% for 2007, and average securities and short-term investments experienced a corresponding decrease.
Taxable equivalent interest income in 2007 decreased $23.7 million due to earning asset volume changes, with

$15.5 million of the decrease attributable to securities and short-term investments and $8.2 million attributable to loans.

Average interest-bearing liabilities of $15.9 billion in 2007 were down $0.5 billion (3%) versus 2006, attributable to lower
wholesal e funding balances. Average interest-bearing deposits grew $0.1 billion and average noninterest-bearing
demand deposits (a principal component of net free funds) increased by $26 million. Given the growth in total deposits
and the decrease in earning assets, average wholesale funding decreased by $0.6 billion, the net of a$0.7 billion
decrease in long-term funding and a$0.1 billion increase in short-term borrowings. As a percentage of total average
interest-bearing liabilities, interest-bearing deposits, short-term borrowings, and long-term funding were 72%, 17%, and
11%, respectively, for 2007, compared to 69%, 16%, and 15%, respectively, for 2006. In 2007, interest expense decreased
$19.0 million due to volume changes, with a$27.8 million decline from lower volumes of wholesale funding, partially
offset by an $8.8 million increase due to growth in interest-bearing deposits.
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TABLE 2: Average Balancesand Interest Rates (interest and rates on a taxable equivalent basis)

ASSETS
Earning assets:
Loans:(1)(2)(3)(4)
Commercial
Residential mortgage
Retail
Total loans
Investment securities:
Taxable
Tax-exempt(1)
Short-term investments

Securities and short-term
investments

Total earning assets

Allowance for loan losses
Cash and due from banks
Other assets

Total assets

LIABILITIESAND
STOCKHOLDERS' EQUITY
Interest-bearing liabilities:
Savings deposits
Interest-bearing demand deposits
Money market deposits
Time deposits, excluding
Brokered CDs
Total interest-bearing deposits,
excluding
Brokered CDs
Brokered CDs

Total interest-bearing deposits
Federal funds purchased and
securities sold under agreements
to repurchase
Other short-term borrowings
Long-term funding

Total wholesale funding

Total interest-bearing liabilities

Noninterest-bearing demand
deposits

Accrued expenses and other
liabilities

Stockholders’ equity

Total liabilities and stockholders’
equity

Net interest income and rate spread
1)

Net interest margin(1)

Taxable equivalent adjustment

€

Y ears Ended December 31,

2007

2006

2005

Average Average Average Average Average Average
Balance Interest Rate Balance Interest Rate Balance Interest Rate
($in Thousands)
$ 9,807,964 $ 730,712 7.45%$ 9,527,264 $ 707,405 7.43%$ 8,574,996 $ 532,116 6.21%
2,292,606 141,127 6.16 2,760,454 160,758 5.82 2,875,438 161,095 5.60
3,032,064 243,401 8.03 3,082,372 241,313 7.83 2,897,273 198,086 6.84
15,132,634 1,115,240 7.37 15,370,090 1,109,476 7.22 14,347,707 891,297 6.21
2,567,838 122,323 4.76 2,928,963 131,342 4.48 3,922,135 164,041 4.18
912,993 63,836 6.99 896,282 63,094 7.04 872,573 62,896 7.21
31,305 1,572 5.02 34,514 1,700 4.93 39,215 1,300 3.31
3,512,136 187,731 5.35 3,859,759 196,136 5.08 4,833,923 228,237 4.72
$18,644,770 $1,302,971 6.99% $19,229,849 $1,305,612 6.79% $19,181,630 $1,119,534 5.84%
(203,258) (204,707) (197,054)
346,769 368,164 370,016
1,849,724 1,768,793 1,566,983
$20,638,005 $21,162,099 $20,921,575
$ 913,143 $ 4,494 0.49%$ 1,012,966 $ 3,824 0.38% $ 1,125,417 $ 3,877 0.34%
1,844,274 35,585 1.93 1,997,355 34,895 1.75 2,337,462 26,611 1.14
3,752,199 138,924 3.70 3,324,362 119,506 3.59 2,262,369 45,626 2.02
4,340,473 197,262 4.54 4,388,147 177,860 4.05 4,083,500 123,550 3.03
10,850,089 376,265 3.47 10,722,830 336,085 3.13 9,808,748 199,664 2.04
515,705 27,088 5.25 550,925 27,868 5.06 394,305 13,388 3.40
11,365,794 403,353 3.55 11,273,755 363,953 3.23 10,203,053 213,052 2.09
1,847,789 90,768 491 2,185,067 106,032 4.85 2,329,204 74,747 3.21
860,348 43,856 5.10 461,018 23,759 5.15 433,797 14,609 3.37
1,812,779 93,922 5.18 2,515,107 116,086 4.62 3,444,845 119,362 3.46
4,520,916 228,546 5.06 5,161,192 245,877 4.76 6,207,846 208,718 3.36
$15,886,710 $ 631,899 3.98% $16,434,947 $ 609,830 3.71% $16,410,899 $ 421,770 2.57%
2,376,009 2,349,948 2,259,928
121,408 97,828 149,359
2,253,878 2,279,376 2,101,389
$20,638,005 $21,162,099 $20,921,575
$ 671,072 3.01% $ 695,782 3.08% $ 697,764 3.27%
3.60% 3.62% 3.64%
$ 27,259 $ 26,233 $ 25,509

net of the effects of certain disallowed interest deductions.

@)
©)
4

Interest income includes net loan fees.

Nonaccrual loans and loans held for sale have been included in the average balances.

The yield on tax-exempt loans and securities is computed on a taxable equivalent basis using a tax rate of 35% for all periods presented and is

Commercial includes commercial, financial, and agricultural, real estate construction, commercial real estate, and lease financing; residential

mortgage includes residential mortgage first liens; retail includes home equity lines, residential mortgage junior liens, and installment loans



(such as educational and other consumer loans).
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TABLE 3: Rate/Volume Analysis(1)

Interest income:
Loans:(2)
Commercial
Residential mortgage
Retail
Total loans
Investment securities:
Taxable
Tax-exempt(2)
Short-term investments
Securities and short-term investments
Total earning assets(2)

Interest expense:
Savings deposits
Interest-bearing demand deposits
Money market deposits
Time deposits, excluding Brokered CDs

Total interest-bearing deposits, excluding
Brokered CDs
Brokered CDs

Total interest-bearing deposits
Federal funds purchased and securities sold under
agreements to repurchase
Other short-term borrowings
L ong-term funding
Total wholesale funding
Total interest-bearing liabilities
Net interest income(2)

2007 Compared to 2006
Increase (Decrease) Due to

2006 Compared to 2005
Increase (Decrease) Due to

Volume Rate Net

Volume Rate Net

($in Thousands)

$21379 $ 1928 $23307 $63710 $111579 $175,289
(26427) 679 (19631)  (6570) 6233 (337)
(3210) 5208 2088 12809 30418 43227
(8258) 14022 5764 69,949 148230 218,179
(16941) 7922  (9019) (50555 17,856  (32,699)
1,600 (858) 742 1,688  (1,490) 198
(171) 43 (128) (203) 603 400
(15512) 7,107 (8405 (49070) 16969  (32,101)
$(23770) $21,129 §$ (2641) $20879 $165199 $186,078
$ (405 $ 1075 $ 670 $ (406) $ 33 $ (53
(2793) 3483 600  (4315) 12,599 8,284
15754 3664 19418 27,702 46178 73,880
(1,952) 21354 19,402 9781 44529 54,310
10604 29576 40,180 32,762 103659 136,421
(1824) 1,044 (780) 6484 709 14,480
8780 30620 39400 39246 111,655 150,901
(16553) 1,289 (15264)  (4881) 36166 31,285
20,358 (261) 20,097 968 8,182 9,150
(3L603) 9439 (22164) (33955) 30679  (3.276)
(27,798) 10467 (17,331) (37,868) 75027 37,159
$(19,018) $41,087 $22069 $ 1,378 $186,682 $188,060
$ (4752) $(19958) $(24710) $19,501 $(21483) $ (1,982)

(1) Thechangein interest due to both rate and volume has been allocated in proportion to the relationship to the dollar amounts of

the change in each.

(2) Theyield on tax-exempt loans and securities is computed on a fully taxable equivalent basis using a tax rate of 35% for all periods
presented and is net of the effects of certain disallowed interest deductions.
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TABLE 4: Interest Rate Spread and I nterest Margin (on a taxable equivalent basis)

Total loans
Securities and short-term
investments

Earning assets
Financed by:

I nterest-bearing funds
Noninterest-bearing funds

Total funds sources
Interest rate spread

Contribution from net free
funds

Net interest margin

Average prime rate*
Average federal funds rate*
Average spread

*  Source: Bloomberg

2007 Average 2006 Average 2005 Average
% of % of % of
Earning Yield/ Earning Yield/ Earning Yield/
Balance  Assets Rate Balance  Assets Rate Balance  Assets Rate
($in Thousands)
$15,132,634 81.2% 7.37% $15,370,090 79.9% 7.22% $14,347,707 74.8% 6.21%
3,512,136 18.8% 5.35% 3,859,759 20.1% 5.08% 4,833,923 252% 4.72%
$18,644,770  100.0% 6.99% $19,229,849  100.0% 6.79% $19,181,630 100.0% 5.84%
$15,886,710 85.2% 3.98% $16,434,947 85.5% 3.71% $16,410,899 85.6% 2.57%
2,758,060 14.8% 2,794,902 14.5% 2,770,731 14.4%

$18,644,770  100.0% 3.39% $19,229,849  100.0% 3.17% $19,181,630 100.0% 2.20%
3.01% 3.08% 3.27%
0.59% 0.54% 0.37%
3.60% 3.62% 3.64%
8.05% 7.96% 6.19%
4.95% 4.97% 3.20%
310bp 299bp 299bp
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TABLE 5: Selected Average Balances

Dollar Per cent
2007 2006 Change Change
($in Thousands)
ASSETS
Loans:
Commercial $ 9,807,964 $ 9,527,264 $ 280,700 2.9%
Residential mortgage 2,292,606 2,760,454 (467,848) (16.9)
Retall 3,032,064 3,082,372 (50,308) (1.6)
Total loans 15,132,634 15,370,090 (237,456) 1.5)
I nvestment securities:
Taxable 2,567,838 2,928,963 (361,125) (12.3)
Tax-exempt 912,993 896,282 16,711 1.9
Short-term investments 31,305 34,514 (3,209) 9.3
Securities and short-term investments 3,512,136 3,859,759 (347,623) (9.0
Total earning assets 18,644,770 19,229,849 (585,079) (3.0
Other assets 1,993,235 1,932,250 60,985 3.2
Total assets $20,638,0056  $21,162,099  $(524,094) (2.5)%

LIABILITIES & STOCKHOLDERS EQUITY
I nterest-bearing deposits:

Savings deposits $ 913143 $ 1,012,966 $ (99,823) (9.9)%
Interest-bearing demand deposits 1,844,274 1,997,355 (153,081) (7.7)
Money market deposits 3,752,199 3,324,362 427,837 12.9
Time deposits, excluding Brokered CDs 4,340,473 4,388,147 (47,674) 1.1
Total interest-bearing deposits, excluding Brokered CDs 10,850,089 10,722,830 127,259 12
Brokered CDs 515,705 550,925 (35,220) (6.4)
Total interest-bearing deposits 11,365,794 11,273,755 92,039 0.8
Short-term borrowings 2,708,137 2,646,085 62,052 2.3
Long-term funding 1,812,779 2,515,107 (702,328) (27.9)
Total interest-bearing liabilities 15,886,710 16,434,947 (548,237) (3.3
Noninterest-bearing demand deposits 2,376,009 2,349,948 26,061 11
Accrued expenses and other liabilities 121,408 97,828 23,580 241
Stockholders' equity 2,253,878 2,279,376 (25,498) 11

Total liabilities and stockholders’ equity $20,638,005 $21,162,099  $(524,094) (2.5)%

Provision for L oan L osses

The provision for loan lossesin 2007 was $34.5 million, compared to $19.1 million and $13.0 million for 2006 and 2005,
respectively. Net charge offs were $40.4 million for 2007, compared to $19.0 million for 2006 and $12.7 million for 2005.
Net charge offs as a percent of average loans were 0.27%, 0.12%, and 0.09% for 2007, 2006, and 2005, respectively. At
December 31, 2007, the allowance for loan losses was $200.6 million (including $3.0 million at acquisition from First
National Bank, acommunity bank with a 1.01% allowance for loan losses to total loans ratio at acquisition). In
comparison, the allowance for loan losses was $203.5 million at December 31, 2006, and $203.4 million at December 31,
2005 (including $13.3 million at acquisition from State Financial, acommercial bank with a 1.34% allowance for loan
losses to total loansratio at acquisition). The ratio of the allowance for loan losses to total loanswas 1.29%, 1.37%, and
1.34% at December 31, 2007, 2006, and 2005, respectively. Nonperforming loans at December 31, 2007, were $163 million,
compared to $142 million at December 31, 2006, and $99 million at December 31, 2005, representing 1.05%, 0.96%, and
0.65% of total loans, respectively.
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The provision for loan losses is predominantly afunction of the methodology and other qualitative and quantitative
factors used to determine the adequacy of the allowance for loan losses which focuses on changesin the size and
character of the loan portfolio, changesin levels of impaired and other nonperforming loans, historical losses and
delinguencies on each portfolio category, the risk inherent in specific |oans, concentrations of loans to specific
borrowers or industries, existing economic conditions, the fair value of underlying collateral, and other factors which
could affect potential credit losses. See additional discussion under sections, "Allowance for Loan Losses," and
"Nonperforming Loans, Potential Problem Loans, and Other Real Estate Owned."

Noninterest Income

Noninterest income was $344.8 million for 2007, up $49.3 million or 16.7% over 2006. Core fee-based revenue (as defined
in Table 6 below) was $252.9 million for 2007, an increase of $19.9 million or 8.5% over 2006. Net mortgage banking
income was $22.8 million compared to $14.8 million for 2006. All other noninterest income categories combined were
$69.2 million, up $21.5 million compared to 2006. "Fee income" (defined in Table 6 below) as a percentage of "total
revenue" (defined as taxable equivalent net interest income plus fee income) was 32.4% for 2007 compared to 29.5% for
2006.

TABLE 6: Noninterest Income

% Change From

Years Ended December 31, Prior Year
2007 2006 2005 2007 2006
($in Thousands)
Trust service fees $ 42,629 $ 37,484 $ 35,017 13.7% 7.0%
Service charges on deposit accounts 101,042 91,593 86,783 10.3 55
Card-based and other nondeposit fees 47 558 42661 37,439 115 139
Retall commissions 61,645 61,256 56,604 0.6 8.2
Core fee-based revenue 252,874 232,994 215,843 85 79
Mortgage banking income 39,467 32,888 52,209 20.0 (37.0)
Mortgage servicing rights expense 16,717 18,087 15,814 (7.6) 14.4
M ortgage banking, net 22,750 14801 36,395 53.7 (59.3)
Bank owned life insurance ("BOLI") income 17,419 16,155 9,942 7.8 62.5
Other 27,957 26,525 20,845 5.4 271.2
Subtotal ("feeincome") 321,000 290,475 283,025 10.5% 2.6%
Asset sale gains, net 15,607 304 3,945 N/M (92.3)
Investment securities gains, net 8,174 4722 4116 73.1 14.7
Total noninterest income $344,781 $295,501 $291,086 16.7% 1.5%

N/M = not meaningful

Trust service fees for 2007 were $42.6 million, up $5.1 million (13.7%) from 2006. The change was primarily the result of
an improved stock market on new and retained business resulting in growth in assets under management, aswell as
changesto the pricing structure implemented in the fourth quarter of 2006. The market value of assets under
management at December 31, 2007, was $6.1 billion compared to $5.8 billion at December 31, 2006.

Service charges on deposit accounts were $101.0 million, $9.4 million (10.3%) higher than 2006. The increase was due to
higher nonsufficient funds / overdraft fees (attributable to higher volumes, processing changes, and a moderate fee
increase in fourth quarter 2006), and, to alesser degree, an increase in account service charges.

Card-based and other nondeposit fees were $47.6 million for 2007, an increase of $4.9 million (11.5%) from 2006,
principally dueto higher card-use volumes which increased inclearing and other card-related fees. Retail commissions
(which include commissions from insurance and brokerage product sales) were $61.6 million for 2007, up $0.4 million
(0.6%) compared to 2006. Within retail commissions, insurance commissions were unchanged at $44.4 million for both
2007 and 2006, while the increase in brokerage and variable annuity commissions (up $2.7 million to $11.4 million on a
combined basis for 2007) were greater than the decline in fixed annuity commissions (down $2.3 million to $5.8 million for
2007).
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Net mortgage banking income for 2007 was $22.8 million, up $7.9 million (53.7%) compared to 2006. Net mortgage
banking income consists of gross mortgage banking income less mortgage servicing rights expense. Gross mortgage
banking income (which includes servicing fees, the gain or |oss on sales of mortgage loans to the secondary market and
related fees, and the gain or loss on bulk servicing sales) was $39.5 million in 2007, an increase of $6.6 million (20.0%)
compared to 2006. Since year-end 2006, the residential mortgage portfolio serviced for others (the "servicing portfolio")
included a $0.3 billion addition from the June 2007 acquisition of First National Bank, and a $2.7 billion reduction from
two bulk servicing sales. In late March 2007, the Corporation sold approximately $2.3 billion of its servicing portfolio at
an $8.4 million gain, while in late September 2007 approximately $0.4 billion of the servicing portfolio was sold at a

$0.2 million gain. The Corporation periodically considers such bulk servicing sales to effectively manage earnings
volatility risks. Asaresult, net gains on loan and servicing sales were up $10.0 million, with 2007 including the

$8.6 million servicing sale gains, while 2006 included a $2.1 million unfavorable market valuation adjustment on the
transfer of $0.3 billion of residential mortgage loansto loans held for sale in the fourth quarter of 2006. Servicing fees
were down $3.4 million (15.2%), afunction of the reduced servicing portfolio (down 16% on average from 2006) but
aided partly by sub-servicing fees earned until transfer of the sold servicing. Secondary mortgage production was
$1.48 billion for 2007, 8% higher than $1.37 hillion for 2006.

M ortgage servicing rights expense includes both the base amortization of the mortgage servicing rights asset and
increases or decreases to the valuation allowance associated with the mortgage servicing rights asset. Mortgage
servicing rights expense is affected by the size of the servicing portfolio, aswell as changesin the estimated fair value
of the mortgage servicing rights asset. Mortgage servicing rights expense was $16.7 million for 2007 compared to

$18.1 million for 2006, with $2.3 million lower base amortization (in line with the lower average servicing portfalio),
partially offset by $1.0 million lower valuation reserve recovery (with a$1.4 million valuation recovery in 2007 compared
to a$2.3 million valuation recovery in 2006). As mortgage interest rates rise, prepayment speeds are usually slower and
the value of the mortgage servicing rights asset generally increases, requiring less valuation reserve.

Mortgage servicing rights, net of any valuation allowance, are carried in other intangibl e assets, net, on the
consolidated balance sheets at the lower of amortized cost or estimated fair value. At December 31, 2007, the net
mortgage servicing rights asset was $51.2 million, representing 80 bp of the $6.4 billion portfolio of residential mortgage
loans serviced for others, compared to a net mortgage servicing rights asset of $66.6 million, representing 80 bp of the
$8.3 billion mortgage portfolio serviced for others at December 31, 2006. Mortgage servicing rights are considered a
critical accounting policy given that estimating their fair value involves an internal discounted cash flow model and
assumptions that involve judgment, particularly of estimated prepayment speeds of the underlying mortgages serviced
and the overall level of interest rates. See section "Critical Accounting Policies," aswell asNote 1, "Summary of
Significant Accounting Policies," of the notesto consolidated financial statementsfor the Corporation’s accounting
policy for mortgage servicing rights and Note 5, "Goodwill and Intangible Assets," of the notes to consolidated
financial statements for additional disclosure.

BOLI income was $17.4 million, up $1.3 million from 2006, principally due to higher average BOLI balances between the
years (up 9%). Other income was $28.0 million, an increase of $1.4 million (5.4%) versus 2006, with small to moderate
increases in various revenues (such as ATM fees, international banking, and check processing revenues), partially
offset by a$1.2 million decline in net derivatives gains, as 2006 included an $0.8 million net gain on the termination of all
swaps hedging long-term, fixed-rate commercial loans.

Asset sale gainswere $15.6 million for 2007 compared to $0.3 million for 2006, with 2007 including a$1.3 million gain on
the sale of $32 million in student loansin March 2007, aswell as $11.5 million in deposit premium and $2.5 million gain on
fixed assetsrelated to the sale of $224 million in deposits of 19 branches during the second half of 2007. Investment
securities net gains for 2007 were $8.2 million, including gross gains of $9.1 million on the sales of equity securities,
partially offset by a$0.9 million other-than-temporary impairment write-down on a common stock security. Investment
securities net gains for 2006 were $4.7 million, including gains of $22.5 million on the sales of equity securities, partially
offset by losses of $15.8 million (predominantly from the March 2006 sale of $0.7 billion of investment securities as part
of the Corporation’s 2006 initiative to reduce wholesale funding) as well as a$2.0 million other-than-temporary
impairment write-down on the Corporation’s holding of preferred stock securities. For additional data see section,
"Investment Securities Portfolio," and Note 1, "Summary of Significant Accounting Policies," and Note 3, "Investment
Securities," of the notes to consolidated financial statements.
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Noninterest Expense

Noninterest expense for 2007 was $534.9 million, an increase of $38.7 million or 7.8% over 2006. Personnel expense for
2007 was up $20.0 million or 7.1%, while collectively al other noninterest expenses were up $18.7 million or 8.8%
compared to 2006.

TABLE 7: Noninterest Expense

% Change From

Years Ended December 31, Prior Year
2007 2006 2005 2007 2006
($in Thousands) -
Personnel expense $303,428 $283,431 $274,941 7.1% 3.1%
Occupancy 46,659 43,825 38,961 6.5 12.5
Equipment 17,908 17,466 16,792 25 4.0
Data processing 31,690 31,451 29,534 0.8 6.5
Business devel opment and advertising 19,785 16,857 17,661 17.4 (4.6)
Stationery and supplies 6,824 7,082 6,956 (3.6) 18
Other intangible asset amortization expense 7,116 8,903 8,607 (20.2) 34
Postage expense 7,689 7,377 6,898 4.2 6.9
Legal and professional 11,841 12,723 11,051 (6.9) 151
Other 81,951 67,100 69,062 221 (2.8)
Total noninterest expense $534,891 $496,215  $480,463 7.8% 3.3%
Personnel expense to Total noninterest expense 56.7% 57.1% 57.2%

Personnel expense (which includes salary-related expenses and fringe benefit expenses) was $303.4 million for 2007, up
$20.0 million (7.1%) over 2006. Salary-related expensesincreased $17.6 million (7.9%), with $2.3 million of the increase
attributable to higher expense for stock options and restricted stock grants, as granting and vesting actions by the
Corporation in 2005 afforded lower expense during 2006. The remaining $15.3 million increase in salary-rel ated expenses
included higher base salaries and commissions (up $8.4 million or 4.2%, including merit increases between the years),
higher performance-based bonuses (up $4.2 million, as 2006 scaled back discretionary pay to agreater degreein
response to the Corporation’s 2006 performance results), $1.5 million higher signing/retention bonuses (of which

$0.7 million was related to the June 2007 acquisition of First National Bank), $0.5 million higher severance costs, and
$0.7 million increased overtime/temporary help. Fringe benefit expenses increased $2.4 million (3.9%), primarily related to
the increasein salary expense and higher 401k plan expense (given plan design changes starting in 2007), offset partly
by lower pension plan expense (aided by returns on higher plan assets between the years). Average full-time equivalent
employeeswere 5,114 for 2007, essentially unchanged from 5,115 for 2006, as severance plans that started in fourth
quarter 2006 were effected through the first part of 2007, offsetting increases from the June 2007 acquisition and new
hires.

Occupancy expense of $46.7 million for 2007 was higher than 2006 (up $2.8 million or 6.5%) due to the rise in underlying
costs such as rent, maintenance and insurance. Equipment, data processing, and stationery and supplies expenses were
minimally changed year over year. Business development and advertising of $19.8 million was up $2.9 million (17.4%)
and postage was up (4.2%), due to normal inflationary cost increases and greater marketing for business generation.
Other intangible asset amortization expense decreased $1.8 million (20.1%), attributable to the full amortization of certain
intangible assets during 2006, more than offsetting increases from the June 2007 acquisition. Legal and professional
expense of $11.8 million decreased modestly, down $0.9 million (6.9%). Other expense of $82.0 million increased

$14.9 million (22.1%) over 2006, across various categories, but largely due to $4.6 million higher third party deposit
network service costs, $3.7 million higher foreclosure-related and loan collection costs, $1.5 million higher card-based
expense (in line with the increase in card-related fees), and a$2.3 million reserve for unfavorable litigation losses rel ated
toVisa, Inc. ("Visa") anti-trust matters (to which the Corporation and other Visa member banks have direct and potential
obligationsto sharein with Visa).

Income Taxes

Income tax expense for 2007 was $133.4 million compared to $133.1 million for 2006. The Corporation’s effective tax rate
(income tax expense divided by income before taxes) was 31.8% in 2007 and 29.6% in 2006. The effective
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tax rate for 2006 benefited from the resolution of certain multi-jurisdictional tax issuesfor certain years and changesin
exposure of uncertain tax positions, both resulting in the reduction of tax liabilities and income tax expense.

See Note 1, "Summary of Significant Accounting Policies," of the notes to consolidated financial statementsfor the
Corporation’sincome tax accounting policy and section "Critical Accounting Policies." Income tax expense recorded in
the consolidated statements of income involves interpretation and application of certain accounting pronouncements
and federal and state tax codes, and is, therefore, considered a critical accounting policy. The Corporation undergoes
examination by various taxing authorities. Such taxing authorities may require that changes in the amount of tax expense
or valuation allowance be recognized when their interpretations differ from those of management, based on their
judgments about information available to them at the time of their examinations. See Note 13, "Income Taxes," of the
notes to consolidated financial statementsfor more information.

BALANCE SHEET ANALYSIS

The Corporation’s growth comes predominantly from loans and investment securities. See sections"Loans" and
"Investment Securities Portfolio." The Corporation has generally financed its growth through increased deposits and
issuance of debt (see sections, "Deposits,” "Other Funding Sources," and "Liquidity"), aswell asretention of earnings
and the issuance of common stock, particularly in the case of certain acquisitions (see section "Capital").

Loans

Total loans were $15.5 hillion at December 31, 2007, an increase of $0.6 billion or 4.3% from December 31, 2006, with

$0.3 hillion added from First National Bank at acquisition and organic growth momentum coming primarily in the fourth
quarter of 2007. Commercial loans were $10.3 billion, up $690 million or 7.2%, and represented 66% of total loans at the
end of 2007, compared to 64% at year-end 2006. Retail loans grew $30 million or 1.0% to represent 20% of total loans
compared to 21% at December 31, 2006, while residential mortgage |oans decreased $85 million or 3.9% to represent 14%
of total loans versus 15% for the prior year. The Corporation does not have a significant volume of nontraditional or
subprime loan products.

TABLE 8: Loan Composition

Asof December 31,
2007 2006 2005 2004 2003

% of % of % of % of % of
Amount Total Amount Total Amount Total Amount Total Amount Total

($in Thousands)

Commercial, financial,
and agricultural $ 4,281,091 28%$ 3,677,573 24%$ 3,417,343 22% $ 2,803,333 20% $ 2,116,463 21%
Commercial real estate 3,635,365 23 3,789,480 25 4,064,327 27 3,933,131 28 3,246,954 32

Real estate
construction 2,260,766 14 2,047,124 14 1,783,267 12 1,459,629 11 1,077,731 10
Lease financing 108,794 1 81,814 1 61,315 — 50,718 — 38,968 —
Commercial 10,286,016 66 9,595,991 64 9,326,252 61 8,246,811 59 6,480,116 63
Home equity(1) 2,269,122 15 2,164,758 15 2,025,055 13 1,866,485 13 1,138,311 11
Installment 841,136 5 915,747 6 1,003,938 7 1,054,011 8 697,722 7
Retail 3,110,258 20 3,080,505 21 3,028,993 20 2,920,496 21 1,836,033 18
Residential mortgage 2,119,978 14 2,205,030 15 2,851,219 19 2,714,580 20 1,975,661 19
Total loans $15,516,252  100% $14,881,526  100% $15,206,464  100% $13,881,887 100% $10,291,810 100%

(1) Home equity includes home equity lines and residential mortgage junior liens.

Commercial loans are generally viewed as having more inherent risk of default than residential mortgage or retail loans.
Also, the commercial loan balance per borrower istypically larger than that for residential mortgage and retail loans,
inferring higher potential losses on an individual customer basis. Commercial |oan growth through most of 2007 was
muted partly as the Corporation purposefully adhered to risk/reward pricing disciplines (particularly in commercial real
estate), and aggressively managed risks of certain targeted performing and nonperforming commercial loans, with
growth momentum returning primarily in the fourth quarter.
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Commercial, financial, and agricultural loans accounted for the majority of growth between year-end 2007 and 2006.
Commercial, financial, and agricultural loans were $4.3 billion at the end of 2007, up $604 million or 16.4% since year-end
2006, and comprised 28% of total |oans outstanding, up from 24% at the end of 2006. The commercial, financial, and
agricultural loan classification primarily consists of commercial loansto middle market companies and small businesses.
Loans of thistype arein adiverse range of industries. The credit risk related to commercial loansislargely influenced

by general economic conditions and the resulting impact on aborrower’s operations or on the value of underlying
collateral, if any. Within the commercial, financial, and agricultural classification, loansto finance agricultural production
totaled less than 0.5% of total loansfor all periods presented.

Commercia real estate primarily includes commercial-based |oans that are secured by multifamily properties and
nonfarm/nonresidential real estate properties. Commercial real estate totaled $3.6 billion at December 31, 2007, down
$154 million or 4.1% from December 31, 2006, and comprised 23% of total |oans outstanding versus 25% at year-end
2006. Commercial real estate loans involve borrower characteristics similar to those discussed for commercial loans and
real estate construction projects. Loans of thistype are mainly for business and industrial properties, multifamily
properties, and community purpose properties. L oans are primarily made to customers based in Wisconsin, Illinois, and
Minnesota. Credit risk is managed in asimilar manner to commercial loans and real estate construction by employing
sound underwriting guidelines, lending to borrowersin local markets and businesses, periodically evaluating the
underlying collateral, and formally reviewing the borrower’s financial soundness and relationship on an ongoing basis.

Real estate construction loans grew $214 million or 10.4% to $2.3 billion, representing 14% of the total loan portfolio at
the end of 2007, compared to $2.0 billion or 14% at the end of 2006. Loans in this classification are primarily short-term
interim loans that provide financing for the acquisition or development of commercial real estate, such as multifamily or
other commercia development projects. Real estate construction loans are made to devel opers and project managers
who are well known to the Corporation, have prior successful project experience, and are well capitalized. Projects
undertaken by these devel opers are carefully reviewed by the Corporation to ensure that they are economically viable.
Loans of thistype are primarily made to customers based in the Corporation’ s tri-state market in which the Corporation
has a thorough knowledge of the local market economy. The credit risk associated with real estate construction loansis
generally confined to specific geographic areas but is also influenced by general economic conditions. The Corporation
controlsthe credit risk on these types of |oans by making loansin familiar marketsto devel opers, underwriting the loans
to meet the requirements of institutional investors in the secondary market, reviewing the merits of individual projects,
controlling loan structure, and monitoring project progress and construction advances.

Retail loanstotaled $3.1 billion at December 31, 2007, up $30 million or 1.0% compared to 2006, and represented 20% of
the 2007 year-end loan portfolio versus 21% at year-end 2006. L oansin this classification include home equity and
installment loans. Home equity consists of home equity lines and residential mortgage junior liens, while installment
loans consist of educational loans, aswell as short-term and other personal installment loans. Individual borrowers may
be required to provide related collateral or a satisfactory endorsement or guaranty from another person, depending on
the specific type of loan and the creditworthiness of the borrower. Credit risk for these types of loansis generally
greatly influenced by general economic conditions, the characteristics of individual borrowers, and the nature of the
loan collateral. Risks of loss are generally on smaller average balances per 1oan spread over many borrowers. Once
charged off, there is usually less opportunity for recovery on these smaller retail loans. Credit risk is primarily controlled
by reviewing the creditworthiness of the borrowers, monitoring payment histories, and taking appropriate collateral and
guaranty positions.

Residential mortgage loans totaled $2.1 billion at the end of 2007, down $85 million or 3.9% from the prior year and
comprised 14% of total loans outstanding versus 15% at year-end 2006. Residential mortgage |oans include
conventional first lien home mortgages and the Corporation generally limits the maximum loan to 80% of collateral value.
As part of its management of originating and servicing residential mortgage loans, nearly all of the Corporation’s|ong-
term, fixed-rate residential real estate mortgage loans are sold in the secondary market with servicing rights retained.

Factorsthat are important to managing overall credit quality are sound loan underwriting and administration, systematic
monitoring of existing loans and commitments, effective loan review on an ongoing basis, early
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identification of potential problems, an adequate allowance for loan losses, and sound nonaccrual and charge off
policies.

An active credit risk management processis used for commercial loans to further ensure that sound and consistent
credit decisions are made. Credit risk is controlled by detailed underwriting procedures, comprehensive loan
administration, and periodic review of borrowers' outstanding |oans and commitments. Borrower relationships are
formally reviewed and graded on an ongoing basis for early identification of potential problems. Further analyses by
customer, industry, and geographic location are performed to monitor trends, financial performance, and concentrations.

Theloan portfolio iswidely diversified by types of borrowers, industry groups, and market areas within our primary
three-state area. Significant loan concentrations are considered to exist for afinancial institution when there are
amounts loaned to numerous borrowers engaged in similar activities that would cause them to be similarly impacted by
economic or other conditions. At December 31, 2007, no significant concentrations existed in the Corporation’s portfolio
in excess of 10% of total loans.

TABLE 9: Loan Maturity Distribution and Interest Rate Sensitivity
Maturity(1)

December 31, 2007 Within 1 Year(2) 1-5Years After 5Years Total
($in Thousands)

Commercial, financial, and agricultural $ 3483533 $645975 $ 151,583  $4,281,091
Real estate construction 1,991,830 244,072 24,864 2,260,766
Total $ 5475363 $890,047 $ 176447 $6,541,857
Fixed rate $ 1,265246 $783428 $ 174,353  $2,223,027
Floating or adjustable rate 4,210,117 106,619 2,094 4,318,830
Total $ 5475363 $890,047 $ 176447 $6,541,857
Percent by maturity distribution 84% 13% 3% 100%

(1) Based upon scheduled principal repayments.
(2) Demand loans, past due loans, and overdrafts are reported in the "Within 1 Year" category.

Allowancefor Loan L osses

Credit risks within the loan portfolio are inherently different for each loan type. Credit risk is controlled and monitored
through the use of lending standards, athorough review of potential borrowers, and on-going review of loan payment
performance. Active asset quality administration, including early problem loan identification and timely resolution of
problems, aids in the management of credit risk and minimization of loan losses. Credit risk management for each loan
typeisdiscussed briefly in the section entitled "L oans.”

The allowance for loan losses represents management’ s estimate of an amount adequate to provide for probable credit
losses in the loan portfolio at the balance sheet date. To assess the adequacy of the allowance for loan losses, an
allocation methodol ogy is applied by the Corporation which focuses on evaluation of several factors, including but not
limited to: evaluation of facts and issues related to specific loans, management’s ongoing review and grading of the
loan portfolio, consideration of historical loan loss and delinquency experience on each portfolio category, trendsin
past due and nonperforming loans, therisk characteristics of the various classifications of loans, changesin the size
and character of the loan portfolio, concentrations of loans to specific borrowers or industries, existing economic
conditions, the fair value of underlying collateral, and other qualitative and quantitative factors which could affect
potential credit losses. Assessing these factors involves significant judgment. Therefore, management considersthe
allowance for loan losses a critical accounting policy — see section "Critical Accounting Policies" and further
discussion in this section. See also management’s allowance for loan losses accounting policy in Note 1, " Summary of
Significant Accounting Policies," and Note 4, "Loans," of the notesto consolidated financial statements for additional
allowance for loan losses disclosures. Table 8 provides information on loan growth and composition, Tables 10 and 11
provide additional information regarding activity in the allowance for loan losses, and Table 12 provides additional
information regarding nonperforming loans and assets.

At December 31, 2007, the allowance for loan losses was $200.6 million, compared to $203.5 million at December 31, 2006
and $203.4 million at December 31, 2005. The allowance for loan losses to total |oans

41




Table of Contents

was 1.29%, 1.37%, and 1.34% at December 31, 2007, 2006 and 2005, respectively, and the allowance for loan losses
covered 123%, 143% and 206% of nonperforming loans at December 31, 2007, 2006 and 2005, respectively. Changesin
the allowance for loan losses are shown in Table 10. Credit losses, net of recoveries, are deducted from the allowance
for loan losses. A direct increase to the allowance for loan |osses comes from acquisitions. Finally, the provision for
loan losses, a charge against earnings, is recorded to bring the allowance for loan lossesto alevel that, in
management’ s judgment, is adequate to absorb probable losses in the loan portfolio. With the deterioration of credit
quality during 2007, rising net charge off and nonperforming loans ratios, and management’ s assessment of the
adequacy of the allowance for loan losses, the provision for loan losses of $34.5 million for 2007 was higher than the
2006 provision of $19.1 million and 2005 provision of $13.0 million.

Asset quality was under stress during 2007 with the Corporation experiencing el evated net charge offs (particularly
during the second half of 2007) and higher nonperforming loan levels since mid-2006 compared to the Corporation’s
historical trends. Industry issues impacting asset quality in 2007 included general economic factors such asrising
energy prices, the fall of the dollar, and rumors of inflation or recession; softening commercial and residential real estate
markets; pervasive subprime lending issues; and waning consumer confidence. The Corporation has been tightening
underwriting guidelines over the past two years. While not immune to deteriorating credit conditions and declining real
estate values, the Corporation managed commercial credit risks aggressively during 2007, such that the $20.2 million
(14%) increase in nonperforming loans between year-end 2006 and 2007 was principally due to consumer-based credits.

Net charge offs were $40.4 million or 0.27% of average loans for 2007, compared to $19.0 million or 0.12% of average
loans for 2006, and $12.7 million or 0.09% of average loans for 2005 (see Table 10). Theincrease in net charge offs
between 2007 and 2006 was primarily due to asizable increase in commercia charge offs (primarily related to several
specific larger commercial credits), and due to ageneral risein home equity and residential mortgage net charge offs.

For 2007, 60% of net charge offs came from commercial loans (and commercial 1oans represent 66% of total loans at year-
end 2007), compared to 22% for 2006 and 21% for 2005, aresult of the sizable increase in commercial charge offsin 2007
and with higher commercial recoveries driving the net charge off amounts for 2006 and 2005 to a greater degree than the
gross charge offs. For 2007, retail loans (which represent 20% of total loans at year-end 2007) accounted for 35% of net
charge offs, down from 70% for 2006 and 67% for 2005. Residential mortgages (representing 14% of total loans at year-
end 2007) accounted for 5% of 2007 net charge offs, compared to 8% and 12% for 2006 and 2005, respectively. Gross
charge offs of retail and residential mortgage loans have been rising over the past three years, as economic conditions,
such asrising energy, health and other costs and a weakening housing market, have been impacting the consumer’s
borrowing behavior and ability to pay back debt, while recoveries on these loans have remained relatively low. In
absolute terms, the $21.4 million increase in net charge offs between 2007 and 2006 was primarily due to commercial net
charge offs (up $19.8 million, including asingular $6 million fully charged off commercia credit), with smaller increases
toretail (up $1.0 million) and residential mortgage (up $0.6 million). Loans charged off are subject to continuous review,
and specific efforts are taken to achieve maximum recovery of principal, accrued interest, and related expenses.
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TABLE 10: Loan L oss Experience

Y ears Ended December 31,

2007 2006 2005 2004 2003
($in Thousands)
Allowance for loan losses, at beginning of year $203,481 $203,404 $189,762 $177,622 $162,541
Balancerelated to acquisitions 2,991 — 13,283 14,750 —
Provision for loan losses 34,509 19,056 13,019 14,668 46,813
Loans charged off:
Commercial, financial, and agricultural 21,574 9,562 9,461 4,640 12,858
Commercial real estate 4,427 1,918 4,667 7,677 13,659
Real estate construction 2,559 1,287 612 16 1,140
Leasefinancing 150 140 259 245 385
Total commercial 28,710 12,907 14,999 12,578 28,042
Home equity 9,732 8,251 3,469 2,571 2,196
Installment 6,501 7,005 7,052 6,129 5,789
Total retail 16,233 15,256 10,521 8,700 7,985
Residential mortgage 2,306 2,344 2,223 924 1,080
Total loans charged off 47,249 30,507 27,743 22,202 37,107
Recoveries of loans previously charged off:
Commercial, financial, and agricultural 3,595 5,489 3,957 1,873 3,054
Commercial real estate 804 3,148 8,317 1,498 633
Real estate construction 252 — 37 — 3
Leasefinancing 26 23 — 3 —
Total commercial 4,677 8,660 12,311 3,374 3,690
Home equity 386 370 259 107 126
Installment 1,530 1,559 1,807 1,140 1,326
Total retail 1,916 1,929 2,066 1,247 1,452
Residential mortgage 245 939 706 303 233
Total recoveries 6,838 11,528 15,083 4,924 5,375
Net loans charged of f 40,411 18,979 12,660 17,278 31,732
Allowance for loan losses, at end of year $200,570 $203,481 $203,404 $189,762 $177,622
Ratios at end of year:
Allowance for loan losses to total |oans 1.29% 1.37% 1.34% 1.37% 1.73%
Allowance for loan losses to net charge offs 5.0 10.7 16.1 11.0 5.6
Net loan charge offs (recoveries): (A) (A) (A) (A) (A)
Commercial, financial, and agricultural $ 17979 46 $ 4,073 12 $ 5504 18 $ 2,767 12 $ 9,804 44
Commercial real estate 3,623 10 (1,230) (3) (3,650) (10) 6,179 18 13,026 40
Real estate construction 2,307 11 1,287 6 575 4 16 — 1,137 12
L ease financing 124 14 117 16 259 48 242 52 385 102
Total commercial 24,033 25 4,247 4 2,688 3 9,204 13 24352 38
Home equity 9,346 43 7,881 37 3,210 17 2,464 18 2,070 19
Installment 4,971 57 5,446 57 5,245 50 4,989 67 4,463 63
Total retail 14,317 47 13,327 43 8,455 29 7,453 36 6,533 36
Residential mortgage 2,061 9 1,405 5 1,517 5 621 3 847 4
Total net charge offs $ 40,411 27 $ 18,979 12 $ 12,660 9 $ 17,278 15 $ 31,732 30
(A) — Ratio of net charge offsto average loans by loan typein basis points.
Net charge offs by type as apercent of total net charge offs:
Total commercial 60% 22% 21% 53% 7%
Total retail 35% 70% 67% 43% 20%
Residential mortgage 5% 8% 12% 4% 3%
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TABLE 11: Allocation of the Allowance for L oan L osses

As of December 31,

% of % of % of % of % of
Loan Loan Loan Loan Loan
Typeto Typeto Typeto Typeto Typeto
Total Total Total Total Total
2007 Loans 2006 Loans 2005 Loans 2004 Loans 2003 Loans

($in Thousands)

Allowance allocation:
Commercial, financial, &

agricultural $ 67,941  28%$ 88,112  24%$ 85125  22%$ 79,882  20%$ 63,939  21%
Real estate construction 24,084 14 17,267 14 13643 12 12263 11 10,777 10
Commercial real estate 71,172 23 65949 25 67,914 27 62200 28 69,947 32
Lease financing 732 1 708 1 500 — 502 @ — 234 —

Total commercial 163,929 66 172,036 64 167,272 61 154,847 59 144897 63
Home equity(1)(2) 20,045 15 10452 15 11,047 13 10453 13
Installment 5,353 5 10,584 6 12,169 7 11,247 8 7,449

Total retail 25398 20 21,036 21 23216 20 21,700 21 7,449
Residential mortgage(1) 11,243 14 10409 15 12916 19 13215 20 15784 30
Unallocated e — e — e — e — 9,492  —

Total alowance for loan losses $200,570 100% $203,481 100% $203,404 100% $189,762 100% $177,622 100%

Allowance category as a
percent of total allowance:
Commercial, financial, &

agricultural 34% 43% 42% 42% 36%
Real estate construction 12 9 7 6 6
Commercial real estate 35 33 33 33 39
Lease financing — — — — —

Total commercial 81 85 82 81 81
Home equity 10 5 6 6 —
Installment 3 5 6 6 4

Total retail 13 10 12 12 4
Residential mortgage 6 5 6 7 9
Unallocated — — — — 6

Total allowance for loan losses 100% 100% 100% 100% 100%

(1) For 2003, residential mortgage includes home equity lines and residential mortgage junior liens.
(2) For the years 2004 and beyond, home equity includes home equity lines and residential mortgage junior liens.

Determining the adequacy of the allowance for loan lossesis afunction of evaluating a number of factors, including but
not limited to, changesin the loan portfolio (see Table 8), net charge offs (see Table 10), nonperforming loans (see Table
12), and evaluating specific credits. Growth and mix of loansimpacts the overall inherent risk characteristics of the loan
portfolio (see section "Loans"' which discusses credit risks related to the different loan types). Total loans were

$15.5 hillion at December 31, 2007, up $0.6 billion or 4.3% from December 31, 2006, with growth occurring primarily in the
fourth quarter of 2007 and including a change in the mix of loans. Commercial loans grew to represent 66% of total loans
(compared to 64% at year-end 2006 and 61% at year-end 2005), while residential mortgage |oans represented 14%, 15%,
and 19% of total loans at December 31, 2007, 2006 and 2005, respectively. Retail loanswere minimally changed,
representing 20%, 21%, and 20% of total loans at year-end 2007, 2006 and 2005, respectively. Nonperforming loans
increased 14% (from $142 million at year-end 2006 to $163 million for 2007), and grew as a percentage of total loans (from
0.96% at year-end 2006 to 1.05% at year-end 2007), primarily in residential mortgage and retail nonperforming loans, as
customers addressed deteriorating real estate conditions and an uncertain economy. Nonperforming loans were

$99 million and represented 0.65% of total loans at December 31, 2005. See Table 12 and section "Nonperforming Loans,
Potential Problem L oans, and Other Real Estate Owned" for additional details and discussion.

The Corporation’s process designed to assess the adequacy of the allowance for loan losses includes an allocation
methodology, as well as management’s ongoing review and grading of the loan portfolio into criticized loan categories
(defined as specific loans warranting either specific allocation, or acriticized status of watch, special mention,
substandard, doubtful, or loss). The allocation methodology focuses on evaluation of facts and issues related to
specific loans, management’s ongoing review and grading of the loan portfolio, consideration of historical
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loan loss and delingquency experience on each portfolio category, trends in past due and nonperforming loans, the risk
characteristics of the various classifications of |oans, changesin the size and character of the loan portfolio,
concentrations of loans to specific borrowers or industries, existing economic conditions, the fair value of underlying
collateral, and other qualitative and quantitative factors which could affect potential credit losses. Because each of the
criteriaused is subject to change, the allocation of the allowance for loan losses is made for analytical purposesand is
not necessarily indicative of the trend of future loan lossesin any particular |oan category. The total allowanceis
available to absorb losses from any segment of the portfolio. The alocation of the Corporation’s allowance for loan
losses for the last five yearsis shownin Table 11.

The allocation methodology used at December 31, 2007, 2006, and 2005 was comparable, whereby the Corporation
segregated its loss factors allocations (used for both criticized and non-criticized loans) into acomponent primarily
based on historical loss rates and a component primarily based on other qualitative factors that may affect loan
collectibility. Management allocates the allowance for loan losses for credit losses by pools of risk. First, avaluation
allowance estimate is established for specifically identified commercial and commercial real estate |oans determined to be
impaired by the Corporation, using discounted cash flows, estimated fair value of underlying collateral, and/or other
data available. Second, management allocates allowance for loan losses with loss factors, for criticized loan pools by
loan type aswell asfor non-criticized loan pools by loan type, primarily based on historical lossrates after considering
loan type, historical loss and delinquency experience, and industry statistics. Loans that have been criticized are
considered to have greater inherent risk of loss than non-criticized loans, as circumstances were present to support the
lower loan grade, warranting higher loss factors. The loss factors applied in the methodol ogy are expected to be
relatively static year-over-year but are periodically re-evaluated. L oss factors assigned to criticized and non-criticized
loan pools by type were similar between 2007 and 2006, but with refinements made in 2007 to loss factors assigned to
certain criticized and non-criticized loss factorsto align closer to historical loss levels. There were no changesin loss
factors assigned to criticized and non-criticized loan pools by loan type between 2006 and 2005. And third, management
allocates allowance for loan losses to absorb unrecognized losses that may not be provided for by the other
components due to other factors evaluated by management, such as limitations within the credit risk grading process,
known current economic or business conditions that may not yet show in trends, industry or other concentrations with
current issues that impose higher inherent risks than are reflected in the loss factors, and other relevant considerations.
Subsequent to 2003, this third allocation, which was previously noted in Table 11 as unallocated, was completely
assigned to loan types, asreflected in Table 11.

At year-end 2007, 58% of the allowance for loan losses was all ocated to criticized loans, which represented 12% of total
loans. Comparatively, at year-end 2006, 56% of the allowance for loan losses was allocated to criticized |oans, which
represented 9% of total loans, and at year-end 2005, 48% of the allowance for loan losses was all ocated to criticized
loans, which represented 7% of total loans.. The mix of criticized |oans also changed between the years, with commercial
real estate criticized |oans representing 55% of total criticized loans (compared to 52% at year-end 2006 and 47% at year-
end 2005) and commercial, financial and agricultural criticized loans representing 37% of total criticized loans (compared
to 40% at year-end 2006 and 45% at year-end 2005). This shift was supported in part by resolutions (workouts or charge
offs) in 2007 of commercial, financial and agricultural loans provided for in the year-end 2006 all ocation. See also section
"Potential Problem Loans.”

Historically, the Corporation has allocated 80% or more of its allowance for loan losses to commercial loans, which have
historically represented 60% or more of the total loan portfolio, and which have been the largest contributor of gross
charge offs. The allocation of the allowance by loan type between 2007 and 2006 shifted from 85% allocated to
commercial loans at year-end 2006 to 81% at year-end 2007, with a corresponding increase in allocation to consumer-
based |oans combined (from 15% at year-end 2006 to 19% at year-end 2007), consistent, in part, with the movement in
residential mortgage and home equity nonperforming loans and net charge offs. Based on commercial asset quality
metrics, management’ s allowance analysis resulted in alower allocation to total commercia (i.e., from 85% at year-end
2006 to 81% at year-end 2007). Management concluded this was appropriate given the underlying changing dynamics
(e.g., lower historical net charge offs on commercial real estate versus commercial, financial and agricultural, ashiftin
the mix of criticized and nonperforming loans, and exiting of targeted distressed commercial creditsin 2007).

The largest portion of the allowance at year-end 2007 was all ocated to commercial real estate loans (including real estate
construction) and was $95.3 million (up $12.0 million), representing 47% of the allowance for loan losses at year-end
2007 (versus 42% at year-end 2006). The additional amount allocated to commercial real estate |loanswas
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primarily based on a higher percentage of these loans in criticized categories (18% at year-end 2007 versus 12% at year-
end 2006), an increase in nonperforming commercial real estate loans (69% of total commercial nonperforming loans at
year-end 2007 compared to 63% at year-end 2006), and other indicators of a soft commercial real estate market, while the
mix of commercial real estate loans declined from 39% of total |oans at year-end 2006 to 37% of total loans at year-end
2007. The amount allocated to commercial, financial and agricultural loans, was $67.9 million (down $20.2 million),
representing 34% of the allowance for loan losses at year-end 2007 versus 43% at year-end 2006. Even though
commercial, financia and agricultural loans increased as a percentage of total |oan mix (28% at year-end 2007 versus
24% at year-end 2006), the decline in the 2007 allowance alocation for these |oans was supported primarily by 2007
resolutions (workouts or charge offs as noted above), evidenced further by a $8 million (19%) decreasein
nonperforming commercial, financial and agricultural loans (representing 30% of total commercia nonperforming loans
for year-end 2007 versus 37% at year-end 2006) and an increase in net charge offs ($18.0 million for 2007 versus

$4.1 million for 2006). The allowance allocations to residential mortgage and home equity increased between 2007 and
2006 (to 6% and 10%, respectively, at year-end 2007 from 5% for each at year-end 2006), given therisein residential
mortgage and home equity nonperforming loans and net charge offs, as well as continued concerns about the
weakening real estate market, rising energy prices, and general uncertainty in other economic conditionsimpacting
these borrowers. The allowance allocation to installment loans decreased from 5% at year-end 2006 to 3% at year-end
2007 given the decline in installment loans as a percentage of total 1oan mix (5% at year-end 2007 versus 6% at year-end
2006), areduction in net charge offs, and minimal change in nonperforming installment loans. Management believes the
allowance for loan losses to be adequate at December 31, 2007.

At year-end 2006, 56% of the allowance for loan losses (compared to 48% at year-end 2005) was allocated to criticized
loans, including $1 million of allowance provided for acommercial manufacturing credit disclosed in prior years

($3 million outstanding at December 31, 2006) for which management had continuing doubts concerning the future
collectibility of the loan. During 2006, the Corporation received a $4 million paydown on this commercial manufacturing
credit and, therefore, the provided allowance was reduced from $5 million to $1 million after evaluation of the remaining
credit. The allocation of the allowance by |oan type between 2006 and 2005 was minimally changed with an increase to
commercial, financial, and agricultural and real estate construction, offset by a slight decrease to residential mortgage,
home equity, and installment. The largest portion of the allowance at year-end 2006 was allocated to commercial,
financial and agricultural loans, and was $88.1 million (up $3.0 million), representing 43% of the allowance for loan losses
at year-end 2006 versus 42% at year-end 2005. The commercial, financial and agricultural allowance allocation was
supported primarily by an increase in these loans as a percentage of total loan mix (24% at year-end 2006 versus 22% at
year-end 2005) and concerns of rising costs and interest rates on the financial strength of commercial businesses, as
otherwise there was minimal change to gross charge offs ($9.6 million for 2006 versus $9.5 million for 2005), no changein
the percentage of these loansin criticized categories (15% at both year-end 2006 and 2005), and nonperforming
commercial, financial and agricultural loans were flat (28% of total nonperforming loans for both year-end 2006 and
2005). The amount allocated to commercial real estate loans (including real estate construction) at year-end 2006 was
$83.2 million (up $1.7 million), representing 42% of the allowance for loan losses at year-end 2006 (versus 40% at year-
end 2005). The additional amount allocated to commercial real estate loans was primarily based on a higher percentage
of theseloansin criticized categories (12% at year-end 2006 versus 9% at year-end 2005), an increase in nonperforming
commercial real estate loans (49% of total nonperforming loans at year-end 2006 compared to 41% at year-end 2005), and
other indicators of asoftening commercial real estate market, while the mix of commercial real estate loanswasflat at
39% of total loans and net charge off activity wasimpacted by strong recoveries. The allowance allocations to
residential mortgage, home equity, and installment loans were down slightly between 2006 and 2005 (with each
decreasing from 6% at year-end 2005 to 5% at year-end 2006), though there continue to be concerns about the impact of
rising rates on consumer debt, the growth in the use of home equity, the weakening housing market, and uncertainty in
other economic conditions. Further, home equity nonperforming loans were up only $1 million between year-end 2006
and year-end 2005 (included in the retail category within Table 12). Therefore, management made no significant change
initsallocation of allowance to home equity.

Consolidated net income could be affected if management’s estimate of the allowance for loan losses is subsequently
materially different, requiring additional or less provision for |oan losses to be recorded. Management carefully
considers numerous detailed and general factors, its assumptions, and the likelihood of materially
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different conditions that could alter its assumptions. While management uses currently available information to
recognize losses on loans, future adjustments to the allowance for |oan losses may be necessary based on changesin
economic conditions and the impact of such change on the Corporation’s borrowers. Additionally, the number of large
credit relationships (defined as over $25 million) has been increasing in recent years. Larger credits do not inherently
create more credit risk, but can create wider fluctuationsin asset quality measures. As an integral part of their
examination process, various federal and state regulatory agencies also review the allowance for loan losses. These
agencies may require that certain loan balances be charged off when their credit evaluations differ from those of
management, based on their judgments about information available to them at the time of their examination.

Nonperforming L oans, Potential Problem L oans, and Other Real Estate Owned

Management is committed to an aggressive nonaccrual and problem loan identification philosophy. This philosophy is
implemented through the ongoing monitoring and review of all pools of risk in the loan portfolio to ensure that problem
loans areidentified quickly and the risk of lossis minimized.

Nonperforming loans are considered one indicator of potential future loan losses. Nonperforming loans are defined as
nonaccrual loans, loans 90 days or more past due but still accruing, and restructured loans. The Corporation specifically
excludes from its definition of nonperforming loans student loan balances that are 90 days or more past due and still
accruing and that have contractual government guarantees asto collection of principal and interest. The Corporation
had approximately $14.7 million, $15.3 million, and $13.5 million at December 31, 2007, 2006, and 2005, respectively, of
nonperforming student loans.

Loans are generally placed on nonaccrual status when contractually past due 90 days or more asto interest or principal
payments. Additionally, whenever management becomes aware of facts or circumstances that may adversely impact the
collectibility of principal or interest on loans, management may place such loans on nonaccrual statusimmediately,
rather than delaying such action until the loans become 90 days past due. Previously accrued and uncollected interest
on such loansisreversed, amortization of related loan feesis suspended, and incomeis recorded only to the extent that
interest payments are subsequently received in cash and a determination has been made that the principal balance of
theloan iscollectible. If collectibility of the principal isin doubt, payments received are applied to loan principal .

L oans past due 90 days or more but still accruing interest are also included in nonperforming loans. Loans past due

90 days or more but still accruing are classified as such where the underlying loans are both well secured (the collateral
valueissufficient to cover principal and accrued interest) and are in the process of collection. Also included in
nonperforming loans are "restructured” loans. Restructured loans involve the granting of some concession to the
borrower involving the modification of terms of the loan, such as changes in payment schedule or interest rate, which
generally would not be otherwise considered.
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TABLE 12: Nonperforming Loans and Other Real Estate Owned

December 31,

2007 2006 2005 2004 2003
($in Thousands)
Nonaccrual loans:
Commercial $105,780 $108,129 $ 68,304 $ 85,955 $ 95,786
Residential mortgage 33,737 19,290 15,912 16,088 11,937
Retall 13,011 9,315 11,097 10,718 6,221
Total nonaccrual loans 152,528 136,734 95,313 112,761 113,944
Accruing loans past due 90 days or more:
Commercial 3,039 1,631 148 659 5,791
Residential mortgage — — — — 80
Retall 7,079 4,094 3,122 1,494 1,624
Total accruing loans past due 90 days or more 10,118 5,725 3,270 2,153 7,495
Restructured loans (commercial) — 26 32 37 43
Total nonperforming loans 162,646 142,485 98,615 114,951 121,482
Other real estate owned (OREO) 26,489 14,417 11,336 3,915 5,457
Total nonperforming assets $189,135 $156,902 $109,951 $118,866 $126,939
Ratios at year end:
Nonperforming loansto total loans 1.05% 0.96% 0.65% 0.83% 1.18%
Nonperforming assets to total |oans plus OREO 1.22% 1.05% 0.72% 0.86% 1.23%
Nonperforming assets to total assets 0.88% 0.75% 0.50% 0.58% 0.83%
Allowance for loan losses to nonperforming loans 123% 143% 206% 165% 146%
Allowance for loan losses to total loans at end of year 1.29% 1.37% 1.34% 1.37% 1.73%
Nonperforming assets by type:
Commercidl, financial, and agricultural $ 32,610 $ 40,369 $ 27,882 $ 40,545 $ 43,479
Commercia real estate 35,049 37,190 24,654 38,412 53,190
Real estate construction 39,837 32,079 15,805 7,245 4,062
Leasing 1,323 148 143 449 889
Total commercial 108,819 109,786 68,484 86,651 101,620
Home equity 16,209 10,044 9,072 8,102 4,645
Installment 3,881 3,365 5,147 4,110 3,200
Total retail 20,090 13,409 14,219 12,212 7,845
Residential mortgage 33,737 19,290 15,912 16,088 12,017
Total nonperforming loans 162,646 142,485 98,615 114,951 121,482
Commercia real estate owned 8,465 2,390 2,508 1,223 2,665
Residential real estate owned 10,308 6,382 4,175 2,563 2,663
Bank propertiesreal estate owned 7,716 5,645 4,653 129 129
Other real estate owned 26,489 14,417 11,336 3,915 5,457
Total nonperforming assets $189,135 $156,902 $109,951 $118,866 $126,939

Nonperforming loans were $163 million, $142 million, and $99 million at December 31, 2007, 2006, and 2005, respectively,
reflecting in part the impact of the economy on the Corporation’s customers. The ratio of nonperforming loans to total
loans at the end of 2007 was 1.05%, as compared to 0.96% and 0.65% at December 31, 2006 and 2005, respectively. The
Corporation’s allowance for loan losses to nonperforming loans was 123% at year-end 2007, down from 143% at year-
end 2006 and 206% at year-end 2005. Commercial nonperforming loans represented 67%, 77%, and 69% of total
nonperforming loans at year-end 2007, 2006, and 2005, respectively, while
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consumer-related nonperforming loans (including residential mortgage and retail nonperforming loans) represented
33%, 23%, and 31%, respectively, for the same periods.

Between year-end 2007 and 2006, the management of nonperforming loans included tightening of underwriting
guidelines and aggressively managing risks of commercial loans (performing and nonperforming); however, 2007 was
also marked with general economic and industry declines with pervasive impact on consumer confidence, business and
personal financial performance, and commercial and residential real estate markets. Asaresult of these factors and as
shown in Table 12, total nonperforming loans were up 14%, with commercial nonperforming loansrelatively flat between
2007 and 2006 (down $1 million), while consumer-rel ated nonperforming loans were up $21 million between year ends,
primarily asaresult of deteriorating real estate conditions and the impact of the economy on these customers.

Between 2006 and 2005, the rise in nonperforming loans was impacted primarily by deterioration in certain commercial
credits. The $41 million increase in commercial nonperforming loans between year-end 2006 and 2005 was primarily due
to several large commercial credits across variousindustries adding $40 million (defined as commercial nonaccrual
additions of $2 million or larger during 2006), net of the resolution of certain commercial credits. The $3 million increase
in residential mortgage nonperforming loans was primarily attributable to consumers addressing the impact of rising
interest rates, the start of aweakening housing market and the overall economy.

The following table shows, for those loans accounted for on a nonaccrual basis and restructured loans for the years
ended asindicated, the approximate gross interest that would have been recorded if the loans had been current in
accordance with their original terms and the amount of interest income that was included in interest income for the
period.

TABLE 13: Foregone Loan Interest

Y ears Ended December 31,

2007 2006 2005
($in Thousands)
Interest income in accordance with original terms $13,704  $13,683  $ 6,847
Interest income recognized (5,520) (6,369) (3,157)
Reduction in interest income $8184 $7314 $3,69

Potential Problem L oans. Potential problem loans are certain loans bearing criticized loan risk ratings by management
but that are not in nonperforming status; however, there are circumstances present to create doubt as to the ability of
the borrower to comply with present repayment terms. The decision of management to include performing loansin
potential problem loans does not necessarily mean that the Corporation expects losses to occur but that management
recognized a higher degree of risk associated with these loans. The level of potential problem loans is another
predominant factor in determining the relative level of risk in the loan portfolio and in determining the level of the
allowance for loan losses. The loans that have been reported as potential problem loans are all commercial loans
covering adiverse range of businesses and are not concentrated in a particular industry. At December 31, 2007,
potential problem loans totaled $546 million, compared to $405 million at December 31, 2006, highlighting management’s
uncertainty of the duration of asset quality stress and uncertainty around the magnitude and scope of economic stress
that may be felt by the Corporation’s markets and customers and on underlying real estate values (residential and
commercial). Asaresult, construction loans and commercial real estate loans accounted for approximately $100 million
and $28 million, respectively, of the $141 million increase from year-end 2006 to year-end 2007, most of which arein the
Corporation’s core market areas.

Other Real Estate Owned: Other real estate owned increased to $26.5 million at December 31, 2007, compared to

$14.4 million at December 31, 2006 and $11.3 million at December 31, 2005. During 2007, the $12.1 million change in other
real estate owned was due to a$6.1 million increase in commercial real estate owned (with $4.1 million attributable to 4
larger commercial foreclosures across our tri-state footprint), a$3.9 million increase in residential real estate owned
(largely attributable to a$1.9 million Florida property), and a$2.1 million increase in bank properties no longer used for
banking and reclassified into other real estate owned. The $3.1 million change in other real estate owned from 2005 to
2006 was predominantly dueto a$2.2 millionincreasein residential real estate
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owned and the addition of five bank properties (totaling $1.0 million) no longer used for banking, partially offset by a
$0.1 million decrease in commercial real estate owned. Net losses on sales of other real estate owned were $294,000 for
2007, compared to net gains on sales of other real estate owned of $764,000, and $735,000 for 2006 and 2005,
respectively. Management actively seeksto ensure properties held are monitored to minimize the Corporation’s risk of
loss.

I nvestment Securities Portfolio

Theinvestment securities portfolio isintended to provide the Corporation with adequate liquidity, flexibility in
asset/liability management, a source of stable income, and is structured with minimum credit exposure to the
Corporation. At the time of purchase, the Corporation generally classifiesits investment purchases as available for sale,
consistent with these investment objectives, including possible securities sales in response to changesin interest rates
or prepayment risk, the need to manage liquidity or regulatory capital, and other factors. Investment securities classified
asavailablefor sale are carried at fair valuein the consolidated bal ance sheet.

At December 31, 2007, the total carrying value of investment securities was $3.5 billion, up $0.1 billion or 3.1% compared
to December 31, 2006, and represented 16% of total assets for both periods. On average, the investment portfolio was
$3.5 hillion for 2007, down $0.3 billion compared to 2006, and represented 19% and 20% of average earning assets for
2007 and 2006, respectively. In October 2005, the Corporation began an initiative, which was completed in the third
guarter of 2006, to use cash flows from maturing or sold investments to substantially reduce wholesale funding and
repurchase common stock when opportunistic, toward improving the net interest margin, the balance sheet position,
and the quality of earnings. Asaresult of thisinitiative, the total carrying value of investment securities at

December 31, 2006, was $3.4 hillion, down $1.3 billion or 27.1% compared to December 31, 2005, and represented 16% of
total assets compared to 21% at year-end 2005.

TABLE 14: Investment Securities Portfolio

At December 31,
2007 % of Total 2006 % of Total 2005 % of Total
($in Thousands)

Investment Securities Available for Sale:

U.S. Treasury securities $ 4923 0% $ 28258 1% $ 54,839 1%
Federal agency securities 75,272 2 79,148 2 212,225 5
Obligations of state and political

subdivisions 964,616 27 910,290 27 956,444 20
Mortgage-related securities 2,224,198 63 2,137,556 62 3,047,134 65
Other securities (debt and equity) 259,393 8 283,185 8 446,847 9

Total amortized cost $3,528,402 100% $3,438,437 100% $4,717,489 100%
U.S. Treasury securities $ 4936 0% $ 28261 1% $ 54,577 1%
Federal agency securities 75,676 2 78,706 2 208,903 4
Obligations of state and political 980,989 28 926,511 27 977,728 21
subdivisions
Mortgage-related securities 2,222,103 63 2,107,460 61 2,995,512 64
Other securities (debt and equity) 259,315 7 295,683 9 474,885 10

Total fair value and carrying value $3,543,019 100% $3,436,621 100% $4,711,605 100%
Net unrealized holding gains/ (losses) $ 14,617 $ (1,816) $ (5884

At December 31, 2007, the Corporation’s securities portfolio did not contain securities of any single issuer that were
payable from and secured by the same source of revenue or taxing authority where the aggregate carrying val ue of such
securities exceeded 10% of stockholders' equity or approximately $233 million.

Federal Reserve stock ($60.0 million and $57.0 million at year end 2007 and 2006, respectively) and Federal Home Loan
Bank ("FHLB") stock ($124.4 million and $128.6 million at year end 2007 and 2006, respectively) areincluded in other
securities. The Corporation is required to maintain these equity securities as a member of both the
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Federal Reserve System and the FHL B, and in amounts as required by these institutions. These equity securities are
"restricted" in that they can only be sold back to the respective institutions or another member institution at par.
Therefore, they areless liquid than other tradable equity securities, their fair value is equal to amortized cost, and no
other-than-temporary impairments have been recorded on these securities during 2007, 2006, or 2005. See al so section
"Liquidity."

At December 31, 2007 and 2006, mortgage-related securities (which include predominantly mortgage-backed securities
and collateralized mortgage obligations (CMOs)) represented 63% and 61%, respectively, of total investment securities
based on fair value. The fair value of mortgage-related securitiesis subject to inherent risks based upon the future
performance of the underlying collateral (i.e. mortgage loans) for these securities, such as prepayment risk and interest
rate changes. The Corporation regularly assesses valuation and credit quality underlying these securities. During the
2007 assessments, no meaningful subprime exposure was identified.

During 2007, the Corporation determined a common stock holding (included in other securities) to have an other-than-
temporary impairment that resulted in awrite-down of $0.9 million on this common stock holding, while during 2006, the
Corporation determined a preferred stock holding (included in other securities) to have an other-than-temporary
impairment that resulted in awrite-down of $2.0 million on this preferred stock holding (effectively reducing the carrying
value of this preferred stock holding to zero). No other-than-temporary impairments were recorded against earnings
during 2005. See Note 1, "Summary of Significant Accounting Policies," and Note 3, "Investment Securities,”" of the
notesto consolidated financial statementsfor additional information.

TABLE 15: Investment Securities Portfolio Maturity Distribution (1) — At December 31, 2007

Investment Securities Available for Sale - Maturity Distribution and Weighted Average Yield

After onebut After five but Total Total
Withinoneyear  within fiveyears  withintenyears  After tenyears Mortgage-related and equity securities Amortized Cost Fair Value
Amount  Yield Amount  Yield Amount  Yield Amount  Yield Amount Yield Amount  Yield Amount

($in Thousands)

U. S. Treasury securities $ 3,947 3.18%$ 976 4.72%$ — — 3 - — 3 — — $ 4,923 3.49%%$ 4,936
Federal agency securities 52,185 4.58 23,087 4.41 - — - — — — 75,272 4.53 75,676
Obligations of states and

political subdivisions(2) 92,506 6.94 403,957 6.90 368,881 6.28% 99,272 6.48% — — 964,616 6.62 980,989
Other debt securities 35,220 5.18 2,525 4.53 200 4.00 13,652 6.97 — — 51,597 5.62 51,635
Mortgage-related securities - — - — - — - — 2,224,198 5.06% 2,224,198 5.06 2,222,103
Other equity securities - — - — - — - — 207,796 4.07 207,796 4.07 207,680
Total amortized cost $183,858 5.85% $430,545 6.74% $369,081 6.28%$112,924 6.54%$ 2,431,994 4.98% $3,528,402 5.42% $3,543,019
Total fair value and carrying value $184,525 $440,194 $374,448 $114,069 $ 2,429,783 $3,543,019

(1) Expected maturities will differ from contractual maturities, as borrowers may have the right to call or repay obligations with or without call or
prepayment penalties.

(2) Yields on tax-exempt securities are computed on a taxable equivalent basis using a tax rate of 35% and have not been adjusted for certain
disallowed interest deductions.

Deposits

Deposits are the Corporation’s largest source of funds. Selected period-end deposit information is detailed in Note 7,
"Deposits," of the notes to consolidated financial statements, including a maturity distribution of all time deposits at
December 31, 2007. A maturity distribution of certificates of deposits and other time deposits of $100,000 or more at
December 31, 2007 isshown in Table 17. Table 16 summarizes the distribution of average deposit balances. See also
section"Liquidity."

The Corporation competes with other bank and nonbank institutions for deposits, as well as with a growing number of
non-deposit investment alternatives available to depositors, such as mutual funds, money market funds, annuities, and
other brokerage investment products. Competition for deposits remains high. Challengesto deposit growth include a
usual cyclical declinein deposits historically experienced during the first quarter (noted as a challenge since the return
of deposit balances may not be timely or by as much as the outflow), price changes on deposit products given
movementsin the rate environment and other competitive pricing pressures, and customer choices to higher-costing
deposit products or to non-deposit investment alternatives. The Corporation’s deposit growth was impacted in 2007
(and is expected to continue to be affected in 2008) by these various factors (aswell as by other
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items noted below), which also affected the cost of interest-bearing deposits (which averaged 3.55% for 2007, up 32 bp
over 2006) and the mix of deposits.

At December 31, 2007, deposits were $14.0 billion, down $0.3 hillion or 2.4% from December 31, 2006, primarily affected
by $224 million of branch deposits sold in the second half of 2007 and a $228 million decline in brokered certificates of
deposit, offset partly by $0.3 billion in deposits added from First National Bank at acquisition. In general, since year-end
2006, savings, noninterest-bearing demand and time deposits have declined, and higher-yielding money market and
interest-bearing deposits have increased, as customer preferences shift deposits to products with greater flexibility and
interest-rate potential. As aresult of the factors noted above and inclusive of the acquired deposits and sold deposits,
money market deposits grew to represent 28% of total deposits at December 31, 2007 (compared to 27% at year-end
2006), interest-bearing demand deposits grew to 14% of total deposits (versus 13% last year end), and brokered
certificates of deposit fell correspondingly to 3% of total deposits (versus 5% last year end). Noninterest-bearing,
savings and other time deposits remained unchanged at 19%, 6% and 30% of total deposits, respectively, at year-end
2007 and 2006.

On average, deposits were $13.7 hillion for 2007, up $0.1 billion or 0.9% over the average for 2006. Similar to that seen for
period end deposits, the mix of average deposits was also impacted by the shift in customer preferences, predominantly
toward the product design and pricing features of money market deposits (up $0.4 billion on average between 2007 and
2006). For 2007 and 2006 as presented in Table 16, money market deposits grew to 27% of total average deposits for
2007, while savings declined to 7% and interest-bearing demand deposits declined to 13% of total average deposits for
2007.

TABLE 16: Average Deposits Distribution

2007 2006 2005
Amount % of Total Amount % of Total Amount % of Total
($in Thousands)

Noninterest-bearing demand

deposits $ 2,376,009 17% $ 2,349,948 17% $ 2,259,928 18%
Interest-bearing demand

deposits 1,844,274 13 1,997,355 15 2,337,462 19
Savings deposits 913,143 7 1,012,966 8 1,125,417 9
Money market deposits 3,752,199 27 3,324,362 24 2,262,369 18
Brokered certificates of

deposit 515,705 4 550,925 4 394,305 3
Other time and certificates of

deposit 4,340,473 32 4,388,147 32 4,083,500 33
Total deposits $13,741,803 100% $13,623,703 100% $12,462,981 100%
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TABLE 17: Maturity Distribution-Certificates of Deposit and Other Time Deposits of $100,000 or More

December 31, 2007
Total Certificates of

Certificates Other Deposits and Other
of Deposit  Time Deposits Time Deposits
($in Thousands)
Three months or less $ 708952 $ 53,140 $ 762,092
Over three months through six months 270,281 53,464 323,745
Over six months through twelve months 300,869 44,378 345,247
Over twelve months 186,068 — 186,068
Total $ 1,466,170 $ 150,982 $ 1,617,152

Other Funding Sour ces

Other funding sources, including short-term borrowings and long-term funding ("wholesale funding"), were $5.1 billion
at December 31, 2007, up $1.0 billion from $4.1 billion at December 31, 2006, primarily in short-term borrowings. See also
section "Liquidity." Long-term funding at December 31, 2007, was $1.9 hillion, down $0.2 billion from December 31, 2006,
due primarily to adecrease of $0.4 billion in long-term repurchase agreements, partialy offset by a$0.2 billion increasein
long-term FHL B advances. See Note 9, "Long-term Funding," of the notes to consolidated financial statementsfor
additional information on long-term funding.

Short-term borrowings are comprised primarily of Federal funds purchased; securities sold under agreements to
repurchase; short-term FHL B advances, commercial paper; and treasury, tax, and loan notes. Short-term borrowings at
December 31, 2007 were $3.2 billion, $1.2 billion higher than December 31, 2006 (primarily Federal funds purchased and
treasury, tax and loan notes). The FHL B advances included in short-term borrowings are those with original contractual
maturities of lessthan one year. The treasury, tax, and loan notes are demand notes representing secured borrowings
from the U.S. Treasury, collateralized by qualifying securities and loans. This funding program provides funds at the
discretion of the U.S. Treasury that may be called at any time. Many short-term borrowings, particularly Federal funds
purchased and securities sold under agreements to repurchase, are expected to be reissued and, therefore, do not
represent an immediate need for cash. See Note 8, "Short-term Borrowings," of the notesto consolidated financial
statements for additional information on short-term borrowings, and Table 18 for specific disclosure required for major
short-term borrowing categories.

TABLE 18: Short-Term Borrowings

December 31,
2007 2006 2005
($in Thousands)

Federal funds purchased and securities sold under agreementsto

repurchase:

Balance end of year $1,936430  $1,313,786 $2,507,087
Average amounts outstanding during year 1,847,789 2,185,067 2,329,204
Maximum month-end amounts outstanding 2,281,308 3,176,814 2,570,114
Average interest rates on amounts outstanding at end of year 4.25% 5.01% 4.07%
Average interest rates on amounts outstanding during year 4.91% 4.85% 3.21%

On average, wholesale funding was $4.5 billion for 2007, down $0.6 billion or 12.4% from 2006, as aresult of the
wholesale funding reduction strategy cited previously. The mix of wholesale funding shifted in 2007 from long-term
borrowing instruments to short-term borrowing instruments, with average long-term funding decreasing to 40.1% of
wholesale funding compared to 48.7% in 2006. Long-term funding was down $0.7 billion, on average, comprised
primarily of decreases of $0.4 billion in long-term bank notes, $0.1 hillion in long-term FHL B advances, and $0.1 billionin
long-term repurchase agreements. Within the short-term borrowing categories, average Federal funds purchased and
securities sold under agreements to repurchase decreased $0.3 billion, while other short-term borrowing sources were
up $0.4 billion (primarily short-term FHLB advances).
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Liquidity
The objective of liquidity management isto ensure that the Corporation has the ability to generate sufficient cash or
cash equivalentsin atimely and cost-effective manner to satisfy the cash flow requirements of depositors and

borrowers and to meet its other commitments as they fall due, including the ability to pay dividends to shareholders,
service debt, invest in subsidiaries or acquisitions, repurchase common stock, and satisfy other operating requirements.

Funds are available from a number of basic banking activity sources, primarily from the core deposit base and from
loans and investment securities repayments and maturities. Additionally, liquidity is provided from sales of the
investment securities portfolio, lines of credit with major banks, the ability to acquire large and brokered deposits, and
the ability to securitize or package loans for sale. The Corporation continues to eval uate the creation of additional
funding capacity which will be based on market opportunities and conditions, aswell as Corporate funding needs. The
Corporation’s capital can be a source of funding and liquidity aswell. See section "Capital ."

The Corporation’sinternal liquidity management framework includes measurement of several key elements, such as
wholesale funding as a percent of total assets and liquid assets to short-term wholesale funding. Strong capital ratios,
credit quality, and core earnings are essential to retaining high credit ratings and, consequently, cost-effective accessto
the wholesale funding markets. A downgrade or lossin credit ratings could have an impact on the Corporation’s ability
to access wholesale funding at favorable interest rates. Asaresult, capital ratios, asset quality measurements, and
profitability ratios are monitored on an ongoing basis as part of the liquidity management process. At December 31,
2007, the Corporation wasin compliance with itsinternal liquidity objectives.

While core deposits and loan and investment securities repayments are principal sources of liquidity, funding
diversification is another key element of liquidity management. Diversity is achieved by strategically varying depositor
type, term, funding market, and instrument. As noted below, the Parent Company and its subsidiary bank are rated by
Moody’s and Standard and Poor’s (S& P). These ratings, along with the Corporation’s other ratings, provide
opportunity for greater funding capacity and funding alternatives.

TABLE 19: Credit Ratingsat December 31, 2007

Moody’s S& P

Bank short-term P1 A2
Bank long-term Al A-
Corporation short-term P1 A2
Corporation long-term A2 BBB+
Subordinated debt long-term A3 BBB

The Parent Company’s primary funding sources are dividends and service fees from subsidiaries and proceeds from the
issuance of equity. Dividends received in cash from subsidiaries totaled $273 million in 2007. At December 31, 2007,

$65 million in additional dividends could be paid to the parent by its subsidiaries without obtaining prior regulatory
approval, subject to the capital needs of the bank. Asdiscussed in Item 1, the subsidiary bank is subject to regulation
and, among other things, may be limited inits ability to pay dividends or transfer funds to the Parent Company.
Accordingly, consolidated cash flows as presented in the consolidated statements of cash flows may not represent
cash immediately available for the payment of cash dividendsto the shareholder or for other cash needs.

The Corporation also has multiple funding sources that could be used to increase liquidity and provide additional
financial flexibility. The Parent Company has available a $100 million revolving credit facility with established lines of
credit from nonaffiliated banks, of which the entire amount was available at December 31, 2007. In addition, under the
Parent Company’s $200 million commercia paper program, $35 million of commercial paper was outstanding and
$165 million of commercial paper was available at December 31, 2007.

In May 2002, the Parent Company filed a"shelf" registration statement under which the Parent Company may offer up
to $300 million of trust preferred securities. In May 2002, $175 million of trust preferred securities were issued, bearing a
7.625% fixed coupon rate. At December 31, 2007, $125 million was available under the trust-preferred "shelf" registration.
In May 2001, the Parent Company filed a"shelf" registration statement whereby the Parent Company may offer up to
$500 million of any combination of the following securities, either separately or in units: debt securities, preferred stock,
depositary shares, common stock, and warrants. In August 2001, the Parent
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Company issued $200 million in a subordinated note offering, bearing a6.75% fixed coupon rate and 10-year maturity.
At December 31, 2007, $300 million was available under the May 2001 "shelf" registration.

A bank note program associated with Associated Bank, National Association (the "Bank"), was established during
2000. Under this program, short-term and long-term debt may be issued. As of December 31, 2007, $250 million of long-
term bank notes were outstanding and $225 million was available under the 2000 bank note program. A new bank note
program was instituted during 2005, of which $2 billion was available at December 31, 2007. The 2005 bank note program
will be utilized upon completion of the 2000 bank note program. The Bank has also established federal funds lines with
major banks and the ability to borrow from the Federal Home Loan Bank ($1.3 billion was outstanding at December 31,
2007). The Bank also issuesinstitutional certificates of deposit, from time to time offers brokered certificates of deposit
and accepts Eurodollar deposits.

Investment securities are an important tool to the Corporation’s liquidity objective. As of December 31, 2007, all
investment securities are classified as available for sale and are reported at fair value on the consolidated bal ance sheet.
Of the $3.5 hillion investment securities portfolio at December 31, 2007 (representing 16% of total assets), $2.2 hillion
was pledged to secure certain deposits or for other purposes as required or permitted by law, and $184 million of Federal
Reserve and FHLB stock combined is"restricted" in nature and less liquid than other tradable equity securities (see
section "Investment Securities Portfolio" and Note 3, "Investment Securities,”" of the notes to consolidated financial
statements). The majority of remaining securities could be pledged or sold to enhance liquidity, if necessary.

The FHLB of Chicago announced in October 2007 that iswas under a consensual cease and desist order with its
regulator, which among other things, restricts various future activities of the FHLB of Chicago. Such restrictions may
limit or stop the FHLB from paying dividends or redeeming stock without prior approval. The FHLB of Chicago did not
pay dividends for the fourth quarter of 2007.

Asreflected in Table 21, the Corporation has various financial obligations, including contractual obligations and other
commitments, which may require future cash payments. The time deposits with shorter maturities could imply near-term
liquidity risk if such deposit balances do not rollover at maturity into new time or non-time deposits at the Corporation.
However, the relatively short maturities in time deposits are not out of the ordinary to the Corporation’s historical
experience of its customer base preference. As evidenced in Table 16, average other time and certificates of deposit
were 32% of total average depositsfor both 2007 and 2006, and were 33% of total average deposits for 2005. Many
short-term borrowings, also shown in Table 21, particularly Federal funds purchased and securities sold under
agreements to repurchase, can be reissued and, therefore, do not represent an immediate need for cash. See additional
discussion in sections, "Net Interest Income,”" "Investment Securities Portfolio," and "Interest Rate Risk," and in

Note 3, "Investment Securities," of the notes to consolidated financial statements. Asafinancial services provider, the
Corporation routinely entersinto commitments to extend credit. While contractual obligations represent future cash
reguirements of the Corporation, asignificant portion of commitmentsto extend credit may expire without being drawn
upon.

For the year ended December 31, 2007, net cash provided by operating and financing activities was $0.3 billion and

$59 million, respectively, whileinvesting activities used net cash of $0.2 billion, for anet increase in cash and cash
equivalents of $0.1 hillion since year-end 2006. Generally, during 2007, assets increased to $21.6 billion (up 3.5%)
compared to year-end 2006. Wholesale funding and sales of other assets (primarily proceeds from the sales of

$0.3 billion of residential mortgage loans, $32 million of student loans, and $18 million of mortgage servicing rights) were
predominantly used to replenish the net decrease in deposits, finance the First National Bank acquisition, provide for
common stock repurchases, and to pay cash dividendsto the Corporation’s stockholders.

For the year ended December 31, 2006, net cash provided by operating and investing activities was $0.3 billion and
$1.2 billion, respectively, while financing activities used net cash of $1.5 billion, for anet decrease in cash and cash
equivalents of $10 million since year-end 2005. Generally, during 2006, assets declined $1.2 billion (5.6%) since year-end
2005 given the previously announced initiative to reduce wholesale funding. Investment securities proceeds from sales
and maturities were used to reduce wholesale funding, as well as to provide for common stock repurchases and the
payment of cash dividendsto the Corporation’s shareholders.
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Quantitative and Qualitative Disclosures about Market Risk

Market risk arises from exposure to changesin interest rates, exchange rates, commodity prices, and other relevant
market rate or pricerisk. The Corporation faces market risk in the form of interest rate risk through other than trading
activities. Market risk from other than trading activities in the form of interest rate risk is measured and managed

through a number of methods. The Corporation uses financial modeling techniques that measure the sensitivity of
future earnings due to changing rate environments to measure interest rate risk. Policies established by the
Corporation’s Asset/Liability Committee and approved by the Board of Directorslimit exposure of earnings at risk.
General interest rate movements are used to develop sensitivity asthe Corporation feelsit has no primary exposureto a
specific point on the yield curve. These limits are based on the Corporation’s exposure to a 100 bp and 200 bp immediate
and sustained parallel rate move, either upward or downward.

Interest Rate Risk

In order to measure earnings sensitivity to changing rates, the Corporation uses three different measurement tools:
static gap analysis, simulation of earnings, and economic value of equity. These three measurement tool s represent
static (i.e., point-in-time) measures that do not take into account changes in management strategies and market
conditions, among other factors.

Static gap analysis: The static gap analysis starts with contractual repricing information for assets, liabilities, and off-
balance sheet instruments. These items are then combined with repricing estimations for administered rate (interest-
bearing demand deposits, savings, and money market accounts) and non-rate related products (demand deposit
accounts, other assets, and other liabilities) to create a baseline repricing balance sheet. In addition to the contractual
information, residential mortgage whole loan products and mortgage-backed securities are adjusted based on industry
estimates of prepayment speeds that capture the expected prepayment of principal above the contractual amount based
on how far away the contractual coupon isfrom market coupon rates.

The following table represents the Corporation’s consolidated static gap position as of December 31, 2007.

TABLE 20: Interest Rate Sensitivity Analysis

December 31, 2007
Interest Sensitivity Period

Total Within
0-90 Days 91-180 Days 181-365 Days 1Year Over 1 Year Total
($in Thousands)

Earning assets:

Loans held for sale $ 94441 $ — 3 — $ 94,441 $ —$ 94441

Investment securities, at fair value 436,116 283,725 398,155 1,117,996 2,425,023 3,543,019

Loans 8,844,331 695,886 1,380,692 10,920,909 4,595,343 15,516,252

Other earning assets 34,118 — — 34,118 — 34,118
Total earning assets $9,409,006 $ 979611 $ 1778847 $ 12,167,464 $ 7,020,366 $19,187,830
Interest-bearing ligbilities:

Deposits(1)(2) $3,112,722 $ 1,864,469 $ 3,014,361 $ 7,991,552 $ 5,572,724 $13,564,276

Other interest-bearing liabilities(2) 4,678,992 9,992 7,275 4,696,259 804,936 5,501,195

Interest rate swap (200,000) — — (200,000) 200,000 —
Total interest-bearing liabilities $7591,714 $ 1874461 $ 3,021,636 $ 12,487,811 $ 6,577,660 $19,065,471
Interest sensitivity gap $1,817,292 $ (894,850) $ (1,242,789) $ (320,347)$ 442,706 $ 122,359
Cumulative interest sensitivity gap $1,817292 $ 922442 $ (320,347)
12 Month cumulative gap as a percentage

of earning assets at December 31, 2007 9.5% 4.8% 1.7%

(1) Theinterest rate sensitivity assumptions for demand deposits, savings accounts, money market accounts, and interest-bearing
demand deposit accounts are based on current and historical experiences regarding portfolio retention and interest rate repricing
behavior. Based on these experiences, a portion of these balances are considered to be long-term and fairly stable and are,
therefore, included in the "Over 1 Year" category.

(2) For analysis purposes, Brokered CDs of $410 million have been included with other interest-bearing liabilities and excluded from
deposits.
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The static gap analysisin Table 20 provides arepresentation of the Corporation’s earnings sensitivity to changesin
interest rates. It isastatic indicator that may not necessarily indicate the sensitivity of net interest incomein achanging
interest rate environment. As of December 31, 2007, the 12-month cumulative gap results were within the Corporation’s
interest rate risk policy.

At year-end 2006, the Corporation had an interest rate risk neutral position as aresult of issuing shorter-term funding, a
shortening of the loan portfolio, and customer behavior to seek higher rate short-term funding over the course of 2006.
(A neutral interest rate risk position means that the change in the repricing of assets nearly approximates the changein
the repricing of liabilities. In falling and rising rate environments, a neutral sensitive bank will generally recognize
approximately the same minor change in income.) The Corporation’sinterest rate position continued to be neutral to rate
changes at December 31, 2007. For 2008, the Corporation’s objective isto allow the interest rate profile to continue to
move towards amore liability sensitive posture. However, the interest rate position is at risk to changesin other factors,
such as the slope of the yield curve, competitive pricing pressures, changes in balance sheet mix from management
action and/or from customer behavior relative to loan or deposit products. See also section "Net Interest Income.”

Interest rate risk of embedded positions (including prepayment and early withdrawal options, lagged interest rate
changes, administered interest rate products, and cap and floor options within products) require amore dynamic
measuring tool to capture earnings risk. Earnings simulation and economic value of equity are used to more completely
assess interest rate risk.

Simulation of earnings. Along with the static gap analysis, determining the sensitivity of short-term future earningsto a
hypothetical plus or minus 100 bp and 200 bp parallel rate shock can be accomplished through the use of simulation
modeling. In addition to the assumptions used to create the static gap, simulation of earnings included the modeling of
the balance sheet as an ongoing entity. Future business assumptions involving administered rate products,
prepayments for future rate-sensitive balances, and the reinvestment of maturing assets and liabilities are included.
These items are then model ed to project net interest income based on a hypothetical changein interest rates. The
resulting net interest income for the next 12-month period is compared to the net interest income amount cal cul ated
using flat rates. This difference represents the Corporation’s earnings sensitivity to a plus or minus 100 bp parallel rate
shock.

Theresulting simulations for December 31, 2007, projected that net interest income would decrease by approximately
0.9% of budgeted net interest income if rates rose by a 100 bp shock, and projected that the net interest income would
decrease by approximately 0.4% if ratesfell by a 100 bp shock. Thisanalytical result of changesin net interest income
was realized as the balance sheet on December 31, 2006 was positioned to be neutral to changesin interest rates. At
December 31, 2006, the 100 bp shock up was projected to decrease budgeted net interest income by approximately 0.3%,
and the 100 bp shock down was projected to decrease budgeted net interest income by approximately 0.5%. As of
December 31, 2007, the simulation of earnings results were within the Corporation’ sinterest rate risk policy.

Economic value of equity: Economic value of equity is another tool used to measure the impact of interest rates on the
value of assets, liabilities, and off-balance sheet financial instruments. This measurement is alonger-term analysis of
interest rate risk asit eval uates every cash flow produced by the current balance sheet.

These results are based solely on immediate and sustained parallel changesin market rates and do not reflect the
earnings sensitivity that may arise from other factors. These factors may include changesin the shape of theyield
curve, the changein spread between key market rates, or accounting recognition of the impairment of certain
intangibles. The above results are also considered to be conservative estimates due to the fact that no management
action to mitigate potential income variances isincluded within the simulation process. This action could include, but
would not be limited to, delaying an increase in deposit rates, extending liabilities, using financial derivative productsto
hedge interest rate risk, changing the pricing characteristics of loans, or changing the growth rate of certain assets and
liabilities. As of December 31, 2007, the projected changes for the economic value of equity were within the
Corporation’sinterest raterisk policy.

The Corporation usesinterest rate derivative financial instruments as an asset/liability management tool to hedge
mismatches in interest rate exposure indicated by the net interest income simulation described above. They are used to
modify the Corporation’s exposures to interest rate fluctuations and provide more stable spreads between loan yields
and the rate on their funding sources. Interest rate swapsinvolve the exchange of fixed- and variable-rate

57




Table of Contents

payments without the exchange of the underlying notional amount on which the interest payments are cal cul ated.
Derivative financial instruments are also discussed in Note 15, "Derivative and Hedging Activities," of the notesto
consolidated financial statements.

To hedge against rising interest rates, the Corporation may use interest rate caps. Counterparties to these interest rate
cap agreements pay the Corporation based on the notional amount and the difference between current rates and strike
rates. To hedge against falling interest rates, the Corporation may use interest rate floors. Like caps, counterpartiesto
interest rate floor agreements pay the Corporation based on the notional amount and the difference between current
rates and strike rates. There were no outstanding caps or floors for asset/liability management at December 31, 2007.

Contractual Obligations, Commitments, Off-Balance Sheet Arrangements, and Contingent Liabilities

Through the normal course of operations, the Corporation has entered into certain contractual obligations and other
commitments, including but not limited to those most usually related to funding of operations through deposits or debt,
commitments to extend credit, derivative contracts to assist management of interest rate exposure, and to alesser degree
leases for premises and equipment. Table 21 summarizes significant contractual obligations and other commitments at
December 31, 2007, at those amounts contractually due to the recipient, including any unamortized premiums or
discounts, hedge basis adjustments, or other similar carrying value adjustments. Further discussion of the nature of
each obligation isincluded in the referenced note to the consolidated financial statements.

Table 21: Contractual Obligationsand Other Commitments

Note One Year Oneto Threeto Over
Reference or Less Three Years FiveYears Five Years Total

($in Thousands)

Time deposits 7 $3840290 $ 572307 $ 71094 $ 104912 $ 4,588,603
Short-term borrowings 8 3,226,787 — — — 3,226,787
Long-term funding 9 528,521 917,500 199,553 219,197 1,864,771
Operating leases 6 13,901 24,190 17,193 22,879 78,163
Commitments to extend credit 14 4,637,537 1,264,904 698,176 120,731 6,721,348

Total $12,247,036 $ 2778901 $ 986,016 $ 467,719 $16,479,672

The Corporation also has obligations under its retirement plans as described in Note 12, "Retirement Plans," of the
notes to consolidated financial statements. To alesser degree, the Corporation aso has commitments to fund various
investments and other projects as discussed further in Note 14, "Commitments, Off-Balance Sheet Arrangements, and
Contingent Liabilities," of the notesto consolidated financial statements.

The Corporation adopted the provisions of FASB Interpretation ("FIN") No. 48, "Accounting for Uncertainty in Income
Taxes," ("FIN 48") on January 1, 2007. As of December 31, 2007, the net liability for uncertain tax positions, including
associated interest and penalties, was $30 million pursuant to FIN 48. Thisliability represents an estimate of tax
positions that the Corporation has taken in itstax returns which may ultimately not be sustained upon examination by
the tax authorities. Since the ultimate amount and timing of any future cash settlements cannot be predicted with
reasonable certainty, this estimated liability has been excluded from Table 21. See Note 1, "Summary of Significant
Accounting Policies" and Note 13, "Income Taxes," of the notes to consolidated financial statements for additional
information and disclosure related to the adoption of FIN 48.

The Corporation may have avariety of financial transactions that, under generally accepted accounting principles, are
either not recorded on the balance sheet or are recorded on the balance sheet in amounts that differ from the full
contract or notional amounts.

The Corporation’sinterest rate swap derivative contracts, under which the Corporation is required to either receive cash
from or pay cash to counterparties depending on changes in interest rates applied to notional amounts, are carried at
fair value on the consolidated balance sheet with the fair value representing the net present value of expected future
cash receipts or payments based on market interest rate change. Because neither the derivative assets and liabilities, nor
their notional amounts, represent the amounts that may ultimately be paid under these contracts, they are not included
in Table 21. Related to the $118 million commitments to originate residential
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mortgage loans held for sale (included in Table 21 as part of commitments to extend credit), the Corporation had
outstanding forward commitmentsto sell $199 million of loansto variousinvestors as of December 31, 2007, both of
which are derivatives carried on the consolidated balance sheet at their fair value (see Note 15, "Derivative and Hedging
Activities," of the notes to consolidated financial statements). For further information and discussion of derivative
contracts, see section "Interest Rate Risk," and Note 1, "Summary of Significant Accounting Policies," and Note 15,
"Derivative and Hedging Activities," of the notes to consolidated financial statements.

The Corporation does not have significant off-balance sheet arrangements such as the use of special-purpose entities
or securitization trusts. Residential mortgage loans sold to others (i.e., the off-bal ance sheet loans underlying the
mortgage servicing rights asset) are predominantly conventional residential first lien mortgages originated under our
usual underwriting procedures, and are most often sold on a nonrecourse basis. The Corporation’s agreements to sell
residential mortgage loansin the normal course of business usually require certain representations and warranties on
the underlying loans sold, related to credit information, loan documentation, collateral, and insurability, which if
subsequently are untrue or breached, could require the Corporation to repurchase certain loans affected. There have
been insignificant instances of repurchase under representations and warranties. To amuch lesser degree, the
Corporation may sell residential mortgage loans with limited recourse (limited in that the recourse period ends prior to
the loan’s maturity, usually after certain time and/or loan paydown criteria have been met), whereby repurchase could
be required if the loan had defined delinquency issues during the limited recourse periods. At December 31, 2007, there
were approximately $61 million of residential mortgage loans sold with such recourse risk, upon which there have been
insignificant instances of repurchase.

In October 2004, the Corporation acquired athrift. Prior to the acquisition, this thrift retained a subordinate position to
the FHLB in the credit risk on the underlying residential mortgage loansit sold to the FHL B in exchange for a monthly
credit enhancement fee. After acquisition, the Corporation no longer delivered loans to the FHL B under this program.
At December 31, 2007, there were $1.5 hillion of such residential mortgage |oans with credit risk recourse, upon which
there have been negligible historical losses.

The Corporation also has standby letters of credit (uarantees for payment to third parties of specified amountsif
customersfail to pay, carried on-balance sheet at an estimate of their fair value of $3.7 million) of $629 million, and
commercial letters of credit (off-balance sheet commitments generally authorizing athird party to draw drafts on usup to
astated amount and typically having underlying goods shipments as collateral) of $30 million at December 31, 2007.
Since most of these commitments, aswell as commitments to extend credit, are expected to expire without being drawn
upon, the total commitment amounts do not necessarily represent future cash requirements. See section, "Liquidity”

and Note 14, "Commitments, Off-Balance Sheet Arrangements, and Contingent Liabilities," of the notes to consolidated
financial statementsfor further information.

During the fourth quarter of 2007, Visaannounced that it had reached a settlement regarding certain litigation with
American Expresstotaling $2.1 hillion. Visaalso disclosed in its annual report, filed during the fourth quarter of 2007, a
$650 million liability related to pending litigation with Discover, aswell as potential additional exposurefor similar
pending litigation related to other lawsuits against Visa (for which Visa has not recorded a liability). Asaresult of the
indemnification agreement established as part of Visa s restructuring transactionsin October 2007, banks with a
membership interest, including the Corporation, have obligationsto share in certain losseswith Visa, including these
litigation matters. Accordingly, during the fourth quarter of 2007, the Corporation recorded a $2.3 million reserve and a
corresponding charge to other noninterest expense for unfavorable litigation losses related to Visa, estimated in
accordance with SFAS 5, "Accounting for Contingencies," ("SFAS5") and FIN 45, "Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others — an interpretation
of FASB Statements No. 5, 57, and 107 and rescission of FASB Interpretation No. 34" ("FIN 45").

Capital

Stockholders’ equity at December 31, 2007 was $2.3 billion, up $84 million compared to $2.2 hillion at December 31, 2006.
Stockholders' equity is also described in Note 10, "Stockholders' Equity," of the notes to consolidated financial
statements. The change in stockholders’ equity for 2007 was primarily composed of the retention of earnings, the
issuance of common stock in connection with the First National Bank acquisition, and the exercise of stock options,
partially offset by decreasesto stockholders' equity from the payment of cash dividends and the purchase of common
stock. At December 31, 2007, stockholders' equity included $2 million of
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accumulated other comprehensive loss compared to $16 million of accumulated other comprehensive loss at

December 31, 2006. This $14 million change in accumulated other comprehensive loss resulted primarily from the change
in the unrealized gain/loss position, net of the tax effect, on securities available for sale (i.e., from net unrealized losses
of $1 million at December 31, 2006, to net unrealized gains of $10 million at December 31, 2007), aswell asa $4 million
improvement in accumulated other comprehensive loss due to after-tax changes in the funded status of the
Corporation’s defined benefit pension and postretirement obligations and a $1 million unrealized loss on a cash flow
hedge, net of the tax effect. Stockholders' equity to assets at December 31, 2007 was 10.79%, compared to 10.76% at the
end of 2006.

TABLE 22: Capital

At December 31,

2007 2006 2005
(In Thousands, except per share data)
Total stockholders' equity $2,329,705 $2,245,493 $2,324,978
Tier 1 capital 1,566,872 1,546,037 1,597,826
Total capital 1,888,346 1,955,035 2,013,354
Market capitalization 3,444,764 4,490,695 4,413,845
Book value per common share $ 1832 $ 1744 $ 1715
Cash dividends per common share 1.22 114 1.06
Stock price at end of period 27.09 34.88 32.55
Low closing price for the period 25.23 30.27 29.09
High closing price for the period 35.43 35.13 34.74
Total equity / assets 10.79% 10.76% 10.52%
Tier 1 leverageratio 7.83 7.82 7.58
Tier 1 risk-based capital ratio 9.06 9.42 9.73
Total risk-based capital ratio 10.92 11.92 12.26
Shares outstanding (period end) 127,160 128,747 135,602
Basic shares outstanding (average) 127,408 132,006 130,554
Diluted shares outstanding (average) 128,428 133,132 131,931
Other:
Shares repurchased under all authorizations
during the period, net of settlements 3,920 8,025 3,496
Shares remaining to be repurchased under
outstanding block authorizations at the end of
the period 3,855 1,375 2,591

Cash dividends paid in 2007 were $1.22 per share, compared with $1.14 per share in 2006, an increase of 7.0%. Cash
dividends per share have increased at a 8.6% compounded rate during the past five years. For 2007, 54.5% of basic
earnings per share were paid out as cash dividends per share (see Table 1).

The Corporation regularly reviews the adequacy of its capital to ensure that sufficient capital is available for current and
future needs and isin compliance with regulatory guidelines. The assessment of overall capital adequacy dependson a
variety of factors, including asset quality, liquidity, stability of earnings, changing competitive forces, economic
condition in markets served, and strength of management.

The Corporation and its bank subsidiary continue to have a strong capital base. As of December 31, 2007 and 2006, the
tier 1 risk-based capital ratios, total risk-based capital (tier 1 and tier 2) ratios, and tier 1 leverage ratios for the
Corporation and its bank subsidiary were in excess of regulatory minimum requirements. It is management’sintent to
exceed the minimum requisite capital levels. Regulatory capital ratios for the Corporation and its significant subsidiary
areincluded in Note 18, "Regulatory Matters," of the notes to consolidated financial statements.

The Board of Directors has authorized management to repurchase shares of the Corporation’s common stock to be
made available for reissuance in connection with employee incentive plans and/or for other corporate purposes. During
2007, 3.9 million shares were repurchased under all authorizations for a combined total of $134 million, or
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an average cost of $34.15 per share. During 2006, 8.0 million shares were repurchased under all authorizationsfor a
combined total of $263 million, or an average cost of $32.83 per share. The following provides additional details about
the stock repurchases during 2007 and 2006.

For the Corporation’s employee incentive plans, the Board of Directors authorized the repurchase of up to 2.0 million
shares per quarter. During 2007 no shares were repurchased under this authorization, while 6,480 shares were
repurchased for $0.2 million (or $33.82 on average per share) during 2006.

Under various actions, the Board of Directors authorized the repurchase of shares, not to exceed specified amounts of
the Corporation’s outstanding shares per authorization ("block authorizations"). During 2007, under the block
authorizations, the Corporation repurchased (and cancelled) 4.0 million shares of its outstanding common stock for
approximately $134 million (or $33.47 on average per share) under two accelerated share repurchase agreements. During
2006, under the block authorizations, the Corporation repurchased 8.0 million shares of its outstanding common stock
(of which, 6.0 million were cancelled and 2.0 million were recorded to treasury stock) for approximately $263 million (or
$32.90 on average per share) under three accelerated share repurchase agreements. In addition, the Corporation settled
previously announced accelerated share repurchase agreementsin shares in both 2007 and 2006. At December 31, 2007,
approximately 3.9 million shares remain authorized to repurchase under the block authorizations. The repurchase of
shares will be based on market opportunities, capital levels, growth prospects, and other investment opportunities.

Management believesthat a strong capital position is necessary to take advantage of opportunitiesfor profitable
geographic and product expansion, and to provide depositor and investor confidence. Management actively reviews
capital strategies for the Corporation and each of its subsidiariesin light of perceived business risks, future growth
opportunities, industry standards, and regulatory requirements. It is management’sintent to maintain an optimal capital
and leverage mix for growth and for shareholder return.

Fourth Quarter 2007 Results

Net income for fourth quarter 2007 was $64.8 million, $9.7 million or 13.0% lower than the $74.5 million earned in the
fourth quarter of 2006. For fourth quarter 2007, both basic and diluted earnings per share were $0.51, compared to basic
and diluted earnings per share of $0.58 and $0.57, respectively, for the fourth quarter of 2006. See Table 23 for selected
quarterly information.

Net interest income for fourth quarter 2007 of $164 million was $1.8 million lower than fourth quarter 2006 and taxable
equivalent net interest income of $171 million was $1.3 million lower between the fourth quarter periods. VVolume
variances and changes in the mix of earning assets and interest-bearing liabilities reduced taxable equivalent net interest
income by $0.8 million and unfavorable rate changes resulted in a $0.5 million reduction (aslower yields on earning
assets decreased taxable equivalent interest income by $6.0 million, but lower costs on interest-bearing liabilities
decreased interest expense by $5.5 million).

Average balance sheet changes between the comparabl e quarters were impacted by the June 2007 acquisition (adding
$0.3 billion of both loans and deposits), the January 2007 sale of $0.3 billion of residential mortgages, and branch sales
($0.2 billion of deposits) during the second half of 2007. Average earning assets were $18.8 billion for fourth quarter
2007, an increase of $135 million over fourth quarter 2006, with average |oans up $68 million and securities and short-
term investments up $67 million. The growth in average loans was comprised of increases on commercial loans (up
$477 million) and home equity balances (up $86 million) and decreasesin residential mortgages (down $422 million) and
consumer installment loans (down $73 million), shifting the mix of loans. Average interest-bearing deposits were higher
by $121 million, while noninterest-bearing demand deposits were lower by $109 million between the fourth quarter
periods. Average wholesale funding balances increased $203 million between fourth quarter periods, the net of

$460 million higher short-term borrowings and $257 million lower long-term debt.

The Federal Reserve lowered rates by 100 bp during the last four months of 2007, resulting in an average Federal funds
rate for fourth quarter 2007 of 4.52%, 73 bp less than the level rate of 5.25% for fourth quarter 2006. The net interest
margin was 3.62% in the fourth quarter of 2007, 2 bp lower than the same quarter in 2006, the net result of a6 bp
decrease in contribution from net free funds (primarily afunction of lower balances of net free fundsin 2007, especialy
noninterest-bearing deposits) and a4 bp increase in interest rate spread. Theimprovement in interest rate spread was a
result of an 11 bp decrease in the cost of interest-bearing liabilities (to 3.82% in fourth quarter
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2007) offset in large part by a7 bp decrease in the yield on earning assets (to 6.88%). The decrease in earning asset
yield in fourth quarter 2007 was attributable primarily to lower loan yields (down 10 bp, to 7.23%), especialy commercial
loans and home equity lines given the repricing of adjustable rate loans and competitive pricing pressuresin adeclining
rate environment. The 11 bp decrease in the cost of interest-bearing liabilities for the fourth quarter of 2007 consisted of
lower rates on interest-bearing deposits (down 4 bp, as the lower rate environment was moderated by aggressive pricing
to retain balances) and a more significant decline in wholesale funding costs (down 33 bp). The cost of short-term
borrowings was down 69 bp, similar to the year-over-year decrease in average Federal funds rates, while the cost of
long-term debt was up 19 bp, aslower costing debt matured and new issuances were added in the first half of 2007
before interest rates began to fall.

The provision for loan losses was $15.5 million for fourth quarter 2007 compared to $7.1 million for fourth quarter 2006,
approximating net charge offs for each quarter. Net charge offs were $15.5 million, representing 0.40% of average loans
for fourth quarter 2007, versus $7.0 million, or 0.18% of average loans, for fourth quarter 2006. See sections, "L oans,"
"Allowance for Loan Losses," and "Nonperforming Loans, Potential Problem Loans, and Other Real Estate Owned" for
additional discussion.

Noninterest income in fourth quarter 2007 was $85.7 million compared to $74.5 million in fourth quarter 2006. Excluding
net gains (or losses) on the sales of assets and investment securities, noninterest income was minimally changed (up
$0.5 million). Core fee-based revenues (as defined in Table 6) were higher by $3.1 million (5.2%), while all other
noninterest income categories were down $2.6 million on a combined basis, due primarily to a$1.2 million decreasein net
mortgage banking income.

Asset sales gains were higher by $11.0 million, as the fourth quarter of 2007 recorded $9.8 million in premium on the sale
of $182 million of deposits and fixed asset gains of $1.8 million on the sale of bank branches. Net losses on investment
securities were $0.8 million in the fourth quarter of 2007, including a$0.9 million other-than-temporary impairment write-
down on acommon stock security, compared to net losses of $0.4 million in fourth quarter 2006, comprised of a

$2.0 million other-than-temporary impairment write-down on a preferred stock holding offset by gains of $1.6 million on
the sales of equity securities.

Regarding core-fee based revenuesin the fourth quarter of 2007: service charges on deposits accounts were higher by
$1.6 million, principally due to higher fees for nonsufficient funds and overdrafts given rates increases, processing
changes and higher volumes; card-based and other nondeposit feesincreased $0.8 million, notably check card
inclearing fees reflecting increases in card-use volumes; trust service fees were up $0.8 million, due primarily to an
increase in average assets under management; and retail commission income was down $0.1 million.

Net mortgage banking income was down $1.2 million between fourth quarter periods, with gross mortgage banking
income down $0.5 million and mortgage servicing rights expense higher by $0.7 million, duelargely to higher valuation
reserve additions between the comparable quarters. BOLI income was down $0.9 million, with downward adjustments on
cash surrender value policiesin the fourth quarter of 2007, partially offset by increased revenue due to higher average
balances year-over-year.

Noninterest expense for fourth quarter 2007 was $140 million, $15.7 million or 12.6% higher than fourth quarter 2006,
reflecting higher personnel and other employee expenses, and costs related to litigation, loan collections and
foreclosures. Personnel expense increased by $8.2 million. Thisincrease was due to a $2.0 million increase in salary
expenses, due principally to higher base salaries and commissions (up $1.9 million or 4%, including annual merit
increases),and a $6.2 million increase in fringe benefit expenses, largely due to a$4.9 million increase in 401k/profit
sharing expense (with a$4 million reduction in fourth quarter 2006 when profit sharing metrics were not met and given
plan design changes starting in 2007) and $1.3 million higher other fringe benefits. All other noninterest expenses
combined were $7.5 million or 13.4% higher than the fourth quarter of 2006, including a$2.3 million reserve recorded in
the fourth quarter of 2007 for unfavorable litigation losses related to Visa anti-trust matters, $1.3 million higher
foreclosure-related and loan collection costs, $1.2 higher miscellaneous employee expense (especially placement and
relocation), and $1.1 million higher business development and advertising (for business generation efforts). The
efficiency ratio (as defined under the section, "Overview") was 56.78% for fourth quarter 2007 compared to 50.26% for
fourth quarter 2006.

Income tax expense was down $5.1 million between the comparable quarters, with an effective tax rate of 31.3% for
fourth quarter 2007, down slightly from 31.7% for fourth quarter 2006.
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TABLE 23: Selected Quarterly Financial Data

Thefollowing is selected financial data summarizing the results of operationsfor each quarter in the years ended

December 31, 2007 and 2006:

Interest income
Interest expense

Net interest income
Provision for loan |osses

Investment securities gains (losses), net
Income before income taxes

Net income

Basic earnings per share

Diluted earnings per share
Basic weighted average shares outstanding
Diluted weighted average shares outstanding

Interest income
Interest expense

Net interest income
Provision for loan |osses

Investment securities gains (losses), net
Income before income taxes

Net income

Basic earnings per share

Diluted earnings per share
Basic weighted average shares outstanding
Diluted weighted average shares outstanding

2006 Compared to 2005

2007 Quarter Ended

December 31  September 30

June 30 March 31

(In Thousands, except per share data)

$ 318967 $ 324,608 $317,673 $314,464
154,748 161,535 160,198 155,418
164,219 163,073 157,475 159,046
15,501 8,733 5,193 5,082

(815) 1,879 6,075 1,035

94,289 105,251 111,126 108,528
64,791 71,741 75,825 73,395

$ 051 $ 057 $ 059 $ 057
$ 051 $ 056 $ 059 $ 057
127,095 126,958 127,606 127,988
127,835 127,847 128,750 129,299

2006 Quarter Ended

December 31  September 30

June 30 March 31

(In Thousands, except per share data)

$ 32066 $ 324573 $321,297 $310,543
156,902 156,356 152,808 143674
166,064 168217 168399 166,869
7,068 3,837 3,686 4,465

(436) 1,164 1,538 2,456

109,133 113679 117261 109,706
74,501 76888 83549 81,707

$ 058 $ 058 $ 063 $ 060
$ 057 $ 058 $ 063 $ 060
129,202 131520 132259 135114
130,366 132501 133441 136404

The Corporation’s acquisition activity impacts financial results between 2006 and 2005, as 2006 includes full year
operating results of the State Financial acquisition, while 2005 includes three months of State Financial activity. See also
section "Business Combinations" and Note 2, "Business Combinations,”" of the notesto consolidated financial
statements. In October 2005, the Corporation began an initiative, which was completed in the third quarter of 2006, to
use cash flows from maturing or sold investments to substantially reduce wholesal e funding and repurchase common
stock when opportunistic, toward improving the net interest margin, the balance sheet position, and the quality of
earnings. |n support of thisinitiative, the Corporation sold $0.7 billion of investment securitiesin thefirst quarter of

2006 and reduced wholesale funding by $1.9 billion between year-end 2005 and 2006.

For the year ended December 31, 2006, the Corporation recorded net income of $316.6 million, a decrease of $3.5 million
or 1.1% from 2005. Basic earnings per share for 2006 were $2.40, a2.0% decrease from 2005 basic earnings per share of
$2.45. Earnings per diluted share were $2.38, a 2.1% decrease from 2005 diluted earnings per share of $2.43. Return on
average assets was 1.50% for 2006 compared to 1.53% for 2005. Return on average equity was 13.89% and 15.24% for
2006 and 2005, respectively. Cash dividends of $1.14 per share paid in 2006 increased by 7.5% over 2005. Key factors

behind these results are discussed below.

Taxable equivalent net interest income was $695.8 million for 2006, $2.0 million or 0.3% lower than 2005. Taxable
equivalent interest income increased $186.1 million, while interest expense increased by $188.1 million. Asshownin
Table 3, the $2.0 million decrease in taxable equival ent net interest income was a function of unfavorable interest
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rate changes, substantially offset by favorable volume variances. The growth and change in mix of earning assets
added $20.9 million to taxable equivalent net interest income, while the growth and composition of interest-bearing
liabilities cost an additional $1.4 million, for anet favorable volume impact of $19.5 million. Rate changes on earning
assetsincreased interest income by $165.2 million, while changesin rates on interest-bearing liabilities raised interest
expense by $186.7 million, for anet unfavorable rate impact of $21.5 million.

The net interest margin for 2006 was 3.62%, 2 bp lower than 3.64% in 2005. The 2 bp compression in net interest margin
was attributable to a 19 bp decrease in interest rate spread (the net of a 114 bp increase in the cost of interest-bearing
liabilities and a 95 bp increase in the yield on earning assets), largely offset by 17 bp higher contribution from net free
funds (attributabl e to the higher interest rate environment in 2006 which increased the val ue of noninterest-bearing
demand deposits, a principal component of net free funds). Net interest income and net interest margin were both
impacted by a prolonged flattening of the yield curvein both 2005 and 2006, as well as by competitive pricing pressures
on loans and deposits.

Average earning assets were $19.2 hillion in 2006, up dlightly ($48,000 or 0.3%) from 2005, with the full year impact of
State Financial and organic growth adding to earning assets, while corporate initiatives reduced the level of investment
securities. Average interest-bearing liabilities of $16.4 billion in 2006 were up nominally ($24,000 or 0.1%) versus 2005,
and net free funds (predominantly noninterest-bearing deposits) increased $24 million or 0.9%.

Total loans were $14.9 hillion at December 31, 2006, a decrease of $0.3 hillion (2.1%) from December 31, 2005, impacted in
part by a$0.3 billion transfer of residential mortgage loansto loans held for sale in December 2006. Excluding the
transfer of the residential mortgage loansto loans held for sale, total loans were relatively flat (down 0.2%). Commercial
loans grew $270 million and represented 64% of total loans at the end of 2006 (compared to 61% at year-end 2005), and
retail loans grew $52 million and represented 21% of total loans (versus 20% at year-end 2005). Residential mortgage
loans decreased $646 million to represent 15% of total loans at December 31, 2006 versus 19% at year-end 2005. Total
deposits were $14.3 billion at December 31, 2006, up $0.7 billion (5.5%) over December 31, 2005, with growthin
noninterest-bearing demand, money market, and time deposits overcoming declines in savings and interest-bearing
demand deposits.

Credit quality in 2006 was impacted primarily by deterioration in certain commercial credits, resulting in anincreasein
nonperforming loans. Nonperforming loans were $142 million, representing 0.96% of total loans at year-end 2006,
compared to $99 million or 0.65% of total loans at year-end 2005. Net charge offs were $19.0 million in 2006 (or 0.12% of
average loans) compared to $12.7 million in 2005 (or 0.09% of average loans). The provision for loan losses was

$19.1 million and 13.0 million, respectively, for 2006 and 2005, approximating the level of net charge offsfor each year. At
year-end 2006, the allowance for loan losses represented 1.37% of total 1oans (covering 143% of nonperforming loans),
compared to 1.34% (covering 206% of nonperforming loans) at year-end 2005. See also sections "Provision for Loan
Losses," "Allowance for Loan Losses," and "Nonperforming Loans, Potential Problem Loans, and Other Real Estate
Owned."

Asshown in Table 6, noninterest income was $295.5 million for 2006, $4.4 million (1.5%) higher than 2005. Core fee-
based revenues totaled $233.0 million for 2006, up 7.9% over $215.8 million for 2005, due to a combination of increased
volumes and improved pricing. Net mortgage banking income was $14.8 million for 2006, compared to $36.4 million in
2005. The majority of the decrease in net mortgage banking income was attributabl e to the $2.1 million unfavorable
market valuation adjustment associated with the December 2006 transfer of $0.3 billion of residential mortgage loansto
loans held for sale, a$5.3 million gain on the $10.1 million bulk servicing sale in the fourth quarter of 2005, and less
favorable valuation recoveries on the mortgage servicing rights asset in 2006 compared to 2005 (i.e., a$2.3 million
valuation recovery in 2006 compared to a $7.3 million valuation recovery in 2005). BOLI income was $16.2 million, up
$6.2 million from 2005, principally due to higher average BOLI balances between the years (up 22%) and underlying rate
increases of the BOLI investments. Other income was $26.5 million, up $5.7 million versus 2005. Excluding the

$6.9 million favorable change in net derivatives gains between the years (as described in section, "Critical Accounting
Palicies") and a$4.5 million non-recurring gain due to cash received from the dissolution of stock in aregional ATM
network in 2005, other income was up $3.3 million, with higher check charge income, ATM-based fees, safe deposit box
rent, and other ancillary banking or miscellaneous sources of income, due mostly to the full year inclusion of State
Financial. Net asset sale and investment securities gains combined were down $3.0 million, with 2006 including gains of
$22.5 million on the sales of equity securities, partially offset by losses of $15.8 million aswell as a $2.0 million other-
than-temporary
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impairment write-down on the Corporation’s holding of preferred stock securities, while 2005 included gains of
$4.3 million on the sales of equity securities, offset by losses of $0.2 million on the sale of mortgage-related securities,
and a$1.6 million net premium on the sale of $17 million in branch deposits.

Asshownin Table 7, noninterest expense was $496.2 million, up $15.8 million (3.3%) over 2005, reflecting rising costs
and alarger operating base on average between 2006 and 2005, mitigated by lower performance-based bonuses and
monitored discretionary spending. Personnel expense increased $8.5 million or 3.1% over 2005, in part asthe
Corporation paid on average 2.6% more full time equivalent employees during 2006 than during 2005, paid merit
increases in 2006 and incurred higher health benefit costs, offset in part by lower performance-based bonusesin light of
2006 financial resultsand / or businessline / regional performance results. All remaining noninterest expense categories
on acombined basisincreased $7.3 million or 3.5% over 2005. While expenses were up in absolute terms, the efficiency
ratio (as defined under the section "Overview") was 50.31% for 2006 and 48.99% for 2005.

Income tax expense of $133.1 million was down $16.6 million from 2005. The effective tax rate for 2006 was 29.6%
compared to 31.9% for 2005. The declinein the effective tax rate was primarily due to the resolution of certain multi-
jurisdictional tax issues, aswell as changesin exposure of uncertain tax positionsin 2006, both resulting in the
reduction of tax liabilities and income tax expense.

Subsequent Events

On January 23, 2008, the Board of Directors declared a $0.31 per share dividend payable on February 15, 2008, to
shareholders of record as of February 7, 2008. This cash dividend has not been reflected in the accompanying
consolidated financial statements.

Future Accounting Pronouncements

Note 1, "Summary of Significant Accounting Policies,”" of the notesto consolidated financial statements discusses new
accounting policies adopted by the Corporation during 2007. The expected impact of accounting policies recently
issued or proposed but not yet required to be adopted are discussed below. To the extent the adoption of new
accounting standards materially affects the Corporation’sfinancial condition, results of operations, or liquidity, the
impacts are discussed in the applicable sections of thisfinancial review and the notesto consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 141 (revised December 2007), "Business Combinations’ ("SFAS 141R"),
which replaces FASB Statement No. 141, "Business Combinations." This statement requires an acquirer to recognize
identifiable assets acquired, liabilities assumed, and any noncontrolling interest in the acquiree at the acquisition date,
measured at their full fair values at that date, with limited exceptions. Assets and liabilities assumed that arise from
contractual contingencies as of the acquisition date must also be measured at their acquisition-date full fair values.
SFAS 141R requires the acquirer to recognize goodwill as of the acquisition date, and in the case of abargain purchase
business combination, the acquirer shall recognize again. Acquisition-related costs are to be expensed in the periodsin
which the costs are incurred and the services are received. Additional presentation and disclosure requirements have
also been established to enable financial statement users to evaluate and understand the nature and financial effects of
business combinations. SFAS 141R isto be applied prospectively for acquisition dates on or after the beginning of the
first annual reporting period beginning on or after December 15, 2008. The Corporation will adopt SFAS 141R when
required in 2009.

In December 2007, the FASB issued SFAS No. 160, "Noncontrolling Interestsin Consolidated Financial

Statements” ("SFAS 160"). SFAS 160 requires noncontrolling interests to be treated as a separate component of equity,
rather than aliability or other item outside of equity. This statement al so requires the amount of consolidated net
income attributabl e to the parent and the noncontrolling interest to be clearly identified and presented on the face of the
income statement. Changes in a parent’s ownership interest, asong as the parent retains a controlling financial interest,
must be accounted for as equity transactions, and should a parent cease to have a controlling financial interest,

SFAS 160 requires the parent to recognize again or lossin net income. Expanded disclosures in the consolidated
financial statements are required by this statement and must clearly identify and distinguish between the interest of the
parent’s owners and the interests of the noncontrolling owners of asubsidiary. SFAS 160 isto be applied prospectively
for fiscal years beginning on or after December 15, 2008, with the exception of presentation and disclosure requirements,
which shall be applied retrospectively for all periods presented. The Corporation will
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adopt SFAS 160 when required in 2009 and isin the process of assessing the impact on its results of operations,
financial position, and liquidity.

In November 2007, the SEC issued Staff Accounting Bulletin ("SAB™) No. 109, "Written Loan Commitments Recorded at
Fair Value Through Earnings,” ("SAB 109"). This SAB discusses the SEC' s views regarding written loan commitments
that are accounted for at fair value through earnings under generally accepted accounting principles. SAB 109
supersedes SAB 105 and is consistent with the guidancein SFAS No. 156, "Accounting for Servicing of Financial
Assets," and SFAS No. 159, "The Fair Value Option for Financial Assets and Financial Liabilities," in which the
expected net future cash flows related to the associated servicing of the loan should be included in the measurement of
all written loan commitments that are accounted for at fair value through earnings. Consistent with the requirements of
SAB 105, SAB 109 aso requiresinternally-devel oped intangible assets (such as customer relationship intangible assets)
to not be recorded as part of the fair value of aderivative loan commitment. SAB 109 isto be applied prospectively to
derivative loan commitmentsissued or modified in fiscal quarters beginning after December 15, 2007. The Corporation
will adopt SAB 109 when required in 2008. The Corporation is currently assessing the impact of SAB 109, which could
have amaterial impact to the Corporation’s results of operations depending on the volume of loan commitments, the
level of mortgage interest rates, and other factors. While future results are inherently difficult to predict, had SAB 109
been applied at December 31, 2007, the fair value mark on commitments to originate residential mortgage loans held for
sale would have been approximately $1 million higher.

In June 2007, the FA SB ratified the consensus reached by the EITF in Issue No. 06-11, "Accounting for Income Tax
Benefits of Dividends on Share-Based Payment Awards" ("EITF 06-11"). EITF 06-11 examines an employer’s
deductibility of compensation expense for dividends or dividend equivalentsthat are charged to retained earnings on
employee-held, equity-classified nonvested shares, nonvested share units, or outstanding options ("affected
securities"'). A consensus was reached that an employer should recognize arealized tax benefit associated with
dividends on affected securities charged to retained earnings as an increase in additional -paid-in-capital ("APIC"). The
amount recognized in APIC should also be included in the APIC pool. Additionally, when an employer’s estimate of
forfeituresincreases or actual forfeitures exceed its estimates, EITF 06-11 requires the amount of tax benefits previously
recognized in APIC to be reclassified into the income statement; however, the amount reclassified islimited to the APIC
pool balance on the reclassification date. EITF 06-11 isto be applied prospectively in fiscal years beginning after
December 15, 2007, and interim periods within those fiscal periods. The Corporation will adopt EITF 06-11 as required in
2008, with no material impact on its results of operations, financial position, and liquidity.

In March 2007, the FASB ratified the consensus reached by the EITF in Issue No. 06-10, "Accounting for Collateral
Assignment Split-Dollar Life Insurance Arrangements,” ("EITF 06-10"). EITF 06-10 requires companies with collateral
assignment split-dollar life insurance policies that provide a benefit to an employee that extends to postretirement
periods to recognize aliability for future benefits based on the substantive agreement with the employee. Recognition
should be in accordance with FASB Statement No. 106, "Employers’ Accounting for Postretirement Benefits Other Than
Pensions," or APB Opinion No. 12, "Omnibus Opinion — 1967," depending on whether a substantive plan is deemed to
exist. Companies are permitted to recognize the effects of applying the consensus through either (1) achangein
accounting principle through a cumulative-effect adjustment to retained earnings or to other components of equity or
net assets as of the beginning of the year of adoption or (2) a change in accounting principle through retrospective
applicationto al prior periods. EITF 06-10 is effective for fiscal years beginning after December 15, 2007, with early
adoption permitted. The Corporation will adopt EITF 06-10 as required in 2008, with no material impact on its results of
operations, financial position, and liquidity.

In February 2007, the FASB issued SFAS No. 159, "The Fair Vaue Option for Financial Assets and Financial

Liabilities' ("SFAS 159"). This statement permits companies to choose, at specified election dates, to measure several
financial instruments and certain other items at fair value that are not currently required to be measured at fair value. The
decision about whether to elect the fair value option is generally applied on an instrument by instrument basis, is
applied only to an entire instrument, and is irrevocable. Once companies elect the fair value option for anitem, SFAS 159
requires them to report unrealized gains and losses on it in earnings at each subsequent reporting date. SFAS 159 also
establishes presentation and disclosure requirements designed to facilitate comparisons (a) between companies that
choose different measurement attributes for similar assets and liabilities and (b) between assets and liabilitiesin the
financial statements of a company that selects different measurement
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attributes for similar assets and liabilities. SFAS 159 is effective for fiscal years beginning after November 15, 2007, with
early adoption permitted. At January 1, 2008, the Corporation has not elected a change to the fair value option for any
financial instrument not currently required to be measured at fair value.

In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements,” ("SFAS 157"). According to SFAS 157,
fair value refersto the price that would be received to sell an asset or paid to transfer aliability in an orderly transaction
between market participantsin the market in which the reporting entity transacts. The standard clarifies the principle
that fair value should be based on the assumptions market participants would use when pricing the asset or liability by
establishing afair value hierarchy that prioritizes the information used to devel op those assumptions. The fair value
measurements must then be disclosed separately by level within the fair value hierarchy. SFAS 157 is effective for fiscal
years beginning after November 15, 2007, with early adoption permitted. The Corporation will adopt SFAS 157 as
reguired in 2008, with no material impact at adoption on its results of operations, financial position, and liquidity.

In September 2006, the FASB ratified the consensus reached by the EITF in Issue No. 06-4, "Accounting for Deferred
Compensation and Postretirement Benefit Aspects of Endorsement Split-Dollar Life Insurance Arrangements,”
("EITF 06-4"). EITF 06-4 requires companies with endorsement type split-dollar life insurance policies that provide a
benefit to an employee that extends to postretirement periods to recognize aliability for future benefits based on the
substantive agreement with the employee. Recognition should be in accordance with FASB Statement No. 106,
"Employers’ Accounting for Postretirement Benefits Other Than Pensions,” or APB Opinion No. 12, "Omnibus
Opinion — 1967," depending on whether a substantive plan is deemed to exist. Companies are permitted to recognize
the effects of applying the consensus through either (1) a change in accounting principle through a cumulative-effect
adjustment to retained earnings or to other components of equity or net assets as of the beginning of the year of
adoption or (2) achangein accounting principle through retrospective application to all prior periods. EITF 06-4is
effective for fiscal years beginning after December 15, 2007, with early adoption permitted. The Corporation will adopt
EITF 06-4 as required in 2008, with no material impact on itsresults of operations, financial position, and liquidity.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK

Information required by thisitem is set forth in Iltem 7 under the captions " Quantitative and Qualitative Disclosures
about Market Risk" and "Interest Rate Risk."
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ITEM 8. FINANCIAL STATEMENTSAND SUPPLEMENTARY DATA

ASSOCIATED BANC-CORP
CONSOLIDATED BALANCE SHEETS

December 31,
2007 2006
(In Thousands,

except share and per
share data)

ASSETS
Cash and due from banks $ 553031 $ 458344
Interest-bearing depositsin other financial institutions 11,671 10,505
Federal funds sold and securities purchased under agreementsto resell 22,447 13,187
Investment securities available for sale, at fair value 3,543,019 3,436,621
Loansheld for sale 94,441 370,758
Loans 15,516,252 14,881,526
Allowancefor loan losses (200,570) (203,481)
Loans, net 15,315,682 14,678,045
Premises and equipment, net 197,446 196,007
Goodwill 929,168 871,629
Other intangibl e assets, net 92,220 109,234
Other assets 832,958 717,054
Total assets $21,592,083 $20,861,384
LIABILITIESAND STOCKHOLDERS EQUITY
Noninterest-bearing demand deposits $ 2,661,078 $ 2,756,222
I nterest-bearing deposits, excluding Brokered certificates of deposit 10,903,198 10,922,274
Brokered certificates of deposit 409,637 637,575
Total deposits 13,973,913 14,316,071
Short-term borrowings 3,226,787 2,042,685
L ong-term funding 1,864,771 2,071,142
Accrued expenses and other liabilities 196,907 185,993
Total liabilities 19,262,378 18,615,891

Stockholders' equity
Preferred stock (Par value $1.00 per share, authorized 750,000 shares, no shares issued) — —
Common stock (Par value $0.01 per share, authorized 250,000,000 shares, issued
127,753,608, and 130,426,588 shares at

December 31, 2007 and 2006, respectively) 1,278 1,304
Surplus 1,040,694 1,120,934
Retained earnings 1,305,136 1,189,658
Accumulated other comprehensive loss (2,498) (16,453)
Treasury stock, at cost (428,910 sharesin 2007 and

1,552,086 sharesin 2006) (14,905) (49,950)

Total stockholders' equity 2,329,705 2,245,493

Total liabilities and stockholders’ equity $21,592,083  $20,861,384

See accompanying notes to consolidated financial statements.
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ASSOCIATED BANC-CORP
CONSOLIDATED STATEMENTS OF INCOME

For the Years Ended December 31,
2007 2006 2005
(In Thousands, except per share data)

INTEREST INCOME

Interest and fees on loans $1,111,919 $1,106,903 $ 889,374
Interest and dividends on investment securities and deposits in other financial institutions:
Taxable 122,961 131,952 164,404
Tax-exempt 39,897 39,434 39,310
Interest on federal funds sold and securities purchased under agreements to resell 935 1,090 937
Total interest income 1,275,712 1,279,379 1,094,025
INTEREST EXPENSE
Interest on deposits 403,353 363,953 213,052
Interest on short-term borrowings 134,624 129,791 89,356
Interest on long-term funding 93,922 116,086 119,362
Total interest expense 631,899 609,830 421,770
NET INTEREST INCOME 643,813 669,549 672,255
Provision for loan losses 34,509 19,056 13,019
Net interest income after provision for loan losses 609,304 650,493 659,236
NONINTEREST INCOME
Trust service fees 42,629 37,484 35,017
Service charges on deposit accounts 101,042 91,593 86,783
Card-based and other nondeposit fees 47,558 42,661 37,439
Retail commissions 61,645 61,256 56,604
Mortgage banking, net 22,750 14,801 36,395
Bank owned life insurance income 17,419 16,155 9,942
Asset sale gains, net 15,607 304 3,945
Investment securities gains, net 8,174 4,722 4,116
Other 27,957 26,525 20,845
Total noninterest income 344,781 295,501 291,086
NONINTEREST EXPENSE
Personnel expense 303,428 283,431 274,941
Occupancy 46,659 43,825 38,961
Equipment 17,908 17,466 16,792
Data processing 31,690 31,451 29,534
Business development and advertising 19,785 16,857 17,661
Other intangible asset amortization expense 7,116 8,903 8,607
Other 108,305 94,282 93,967
Total noninterest expense 534,891 496,215 480,463
Income before income taxes 419,194 449,779 469,859
Income tax expense 133,442 133,134 149,698
Net income $ 285752 $ 316,645 $ 320,161
Earnings per share:
Basic $ 224 $ 240 % 2.45
Diluted $ 223 $ 238 % 243
Average shares outstanding:
Basic 127,408 132,006 130,554
Diluted 128,428 133,132 131,931

See accompanying notes to consolidated financial statements.
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ASSOCIATED BANC-CORP

CONSOLIDATED STATEMENTS OF CHANGESIN STOCKHOLDERS' EQUITY

Balance, December 31, 2004

Comprehensive income:
Net income

Other comprehensive loss
Comprehensive income
Cash dividends, $1.06 per share

Common stock issued:

Business combinations 8,427
Stock-based compensation plans 202
Purchase of common stock (2,974)

Common Stock

Shares

Amount

Surplus

Retained
Earnings

Accumulated
Other
Comprehensive
Income (L 0ss)

Deferred
Compensation

Treasury
Stock

Total

Restricted stock awards granted, net of

amortization

Tax benefit of stock options
Balance, December 31, 2005

Comprehensive income:
Net income

Other comprehensive income
Comprehensive income

84
2

(29)

264,360
3,710
(96,329)

(1,115)
3,173

(In Thousands, except per share data)
130,042 $1,300 $1,127,205 $ 858,847 $ 41,205 $ (2,122) $ (9,016) $2,017,419

320,161

(138,966)

(10,795)

(45,143) —

= 41

25,785
(18,454)

1,074

320,161
(45,143)

275,018
(138,966)

264,444
18,702
(114,812)

3,173

135,697 $1,357 $1,301,004 $1,029,247 $

(3,938) $ (2,081) $

(611) $2,324,978

Adjustment for adoption of SFAS 158, net

of tax

Cash dividends, $1.14 per share

Common stock issued:

Stock-based compensation plans 790

Purchase of common stock
Stock-based compensation, net
Tax benefit of stock options

Balance, December 31, 2006

Comprehensive income:
Net income

Other comprehensive income
Comprehensive income
Cash dividends, $1.22 per share

Common stock issued:

Business combinations

(6,061)

8

(61)

15,268

(201,913)
2,345
4,230

316,645

(151,235)

(4,945)

(54

2,549 —

(15,064) —

19,538
(68,316)
(561)

316,645
2,549

319,194

(15,064)
(151,235)

29,869

(270,290)
3,811
4,230

130,426 $1,304 $1,120,934 $1,189,658 $ (16,453) $ =

$(49,950) $2,245,493

Stock-based compensation plans —

Purchase of common stock
Stock-based compensation, net
Tax benefit of stock options

Balance, December 31, 2007

= = — 285,752 = = — 285,752
— — — — 13955 — — 13,955
299,707

— — —  (155,809) — — —  (155,809)
1,338 14 46,486 — — — — 46,500
= 1,092 (14,465) = — 35,045 21,672

(4,011)  (40) (133,820 — — — —  (133,860)
— — 4,189 = = = = 4,189

— — 1,813 — — — — 1,813
127,753 $1,278 $1,040,694 $1,305,136 $ (2,498) $ — $(14,905) $2,329,705

See accompanying notes to consolidated financial statements.
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ASSOCIATED BANC-CORP
CONSOL IDATED STATEMENTSOF CASH FLOWS

For the Years Ended December 31,
2007 2006 2005
($ in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 285752 $ 316,645 $ 320,161
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 34,509 19,056 13,019
Depreciation and amortization 24,826 24,165 23,015
Recovery of valuation allowance on mortgage servicing rights, net (1,350) (2,313) (7,320)
Amortization of mortgage servicing rights 18,067 20,400 23,134
Amortization of intangible assets 7,116 8,903 8,607
Amortization and accretion on earning assets, funding, and other, net 4,546 11,902 27,880
Federal Home Loan Bank stock dividend — — (8,751)
Deferred income taxes 9,466 19,636 (684)
Tax benefit from exercise of stock options 1,813 4,230 3,173
Excess tax benefit from stock-based compensation (1,879) (3,248) —
Gain on sales of investment securities, net, and impairment writedowns (8,174) (4,722) (4,116)
Gain on sales of assets, net (15,607) (304) (3,945)
Gain on sales of loans held for sale and mortgage servicing rights, net (18,492) (8,513) (23,164)
Mortgage loans originated and acquired for sale (1,481,294) (1,369,425) (1,577,705)
Proceeds from sales of mortgage loans held for sale 1,452,848 1,349,068 1,588,741
(Increase) decrease in interest receivable 7,165 (6,415) (18,930)
Increase (decrease) in interest payable (7,512) (2,825) 20,447
Net change in other assets and other liabilities (20,423) (46,080) (55,170)
Net cash provided by operating activities 291,377 330,160 328,392
CASH FLOWS FROM INVESTING ACTIVITIES
Net increase in loans (433,388) (8,515)  (364,532)
Purchases of:
Investment securities (1,461,690) (1,020,279) (1,000,366)
Premises, equipment, and software, net of disposals (34,815) (18,146) (15,913)
Bank owned life insurance (50,000) (50,000) —
Other assets (13,905) (8,682) (495)
Proceeds from:
Sales of investment securities 66,239 754,091 101,366
Calls and maturities of investment securities 1,348,026 1,537,107 1,252,483
Sales of other assets 367,711 14,332 22,317
Net cash received (paid) in business combination (33,799) — 25,153
Net cash provided by (used in) investing activities (245,621) 1,199,908 20,013
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase (decrease) in deposits (421,193) 742,982 (245,460)
Net cash paid in sales of branch deposits (212,434) — (15,907)
Net increase (decrease) in short-term borrowings 1,172,102 (623,622) (452,211)
Repayment of long-term funding (813,000) (1,775,378)  (915,765)
Proceeds from issuance of long-term funding 600,000 500,000 1,550,237
Cash dividends (155,809)  (151,235)  (138,966)
Proceeds from exercise of stock options 21,672 29,869 18,702
Purchase of common stock (133,860) (266,191) (114,812)
Excess tax benefit from stock-based compensation 1,879 3,248 —
Net cash provided by (used in) financing activities 59,357 (1,540,327) (314,182)
Net increase (decrease) in cash and cash equivalents 105,113 (10,259) 34,223
Cash and cash eguivalents at beginning of year 482,036 492,295 458,072
Cash and cash equivalents at end of year $ 587,149 $ 482,036 $ 492,295
Supplemental disclosures of cash flow information:
Cash paid for interest $ 639,411 $ 612,131 $ 401,323
Cash paid for income taxes 127,868 122,427 152,734
Loans and bank premises transferred to other real estate owned 26,222 17,095 14,680
Transfers of loans to held for sale — 299,967 —
Capitalized mortgage servicing rights 17,136 15,866 18,496
Business Combinations:
Fair value of assets acquired, including cash and cash equivalents $ 422,600 $ — $ 1,650,500
Value ascribed to intangibles 64,341 — 215,600
Liabilities assumed 329,400 — 1,370,000

See accompanying notes to consolidated financial statements.
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ASSOCIATED BANC-CORP
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006, and 2005

NOTE1l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting and reporting policies of the Corporation conform to U.S. generally accepted accounting principles and
to general practice within the financial servicesindustry. The following is a description of the more significant of those
policies.

Business

Associated Banc-Corp (individually referred to herein asthe "Parent Company" and together with all of its subsidiaries
and affiliates, collectively referred to herein asthe "Corporation”) is abank holding company headquartered in
Wisconsin. The Corporation provides afull range of banking and related financial servicesto individual and corporate
customers through its network of bank and nonbank subsidiaries. The Corporation is subject to competition from other
financial and non-financial institutions that offer similar or competing products and services. The Corporation is
regulated by federal and state agencies and is subject to periodic examinations by those agencies.

Basis of Financial Statement Presentation

The consolidated financial statements include the accounts of the Parent Company and its majority-owned subsidiaries.
Investments in unconsolidated entities (none of which are considered to be variable interest entitiesin which the
Corporation isthe primary beneficiary) are accounted for using the equity method of accounting when the Corporation
has determined that the equity method is appropriate. Investments not meeting the criteriafor equity method
accounting are accounted for using the cost method of accounting. Investmentsin unconsolidated entities are included
in other assets, and the Corporation’s share of income or lossis recorded in other noninterest income.

All significant intercompany balances and transactions have been eliminated in consolidation. Results of operations of
companies purchased are included from the date of acquisition.

Certain amounts in the consolidated financial statements of prior periods have been reclassified to conform with the
current period’s presentation. The consolidated statement of cash flows for 2006 and 2005 was modified from prior
years' presentation to conform with the current year presentation, which shows purchases of other assets and of
software, net of disposals, asinvesting activities. Additionally, the statement of changes in stockholders' equity for
2006 was modified from the presentation in the 2006 annual report on Form 10-K to show the transition adjustment
related to the adoption of Statement of Financial Accounting Standards ("SFAS") No. 158, "Employers’ Accounting for
Defined Benefit Pension and Other Postretirement Plans,” ("SFAS 158") as adirect component of accumulated other
comprehensive income, separate from comprehensive income. Management determined the effect on the statement of
changesin stockholders’ equity and the statement of cash flows of these changes in presentation were not material to
prior periods presented.

In preparing the consolidated financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the date of the balance sheet and revenues and expenses for
the period. Actual results could differ significantly from those estimates. Estimates that are particularly susceptibleto
significant change include the determination of the allowance for |oan losses, mortgage servicing rights, derivative
financial instruments and hedging activities, and income taxes.

Investment Securities Availablefor Sale

At the time of purchase, investment securities are classified as available for sale, as management has the intent and
ability to hold such securities for an indefinite period of time, but not necessarily to maturity. Any decision to sell
investment securities available for sale would be based on various factors, including but not limited to asset/liability
management strategies, changesin interest rates or prepayment risks, liquidity needs, or regulatory capital
considerations. Investment securities available for sale are carried at fair value, with unrealized gains and losses, net of
related deferred income taxes, included in stockholders' equity as a separate component of other comprehensive
income. Premiums and discounts are amortized or accreted into interest income over the estimated life
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(earlier of call date, maturity, or estimated life) of the related security, using a prospective method that approximates
level yield. Declinesin the fair value of investment securities available for sale that are deemed to be
other-than-temporary are charged to earnings as arealized loss, and anew cost basis for the securitiesis established. In
evaluating other-than-temporary impairment, management considers the length of time and 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
Corporation to retain itsinvestment in the issuer for a period of time sufficient to allow for any anticipated recovery in
fair value in the near term. Realized securities gains or 10sses on securities sales (using specific identification method)
and declinesin value judged to be other-than-temporary are included in investment securities gains (losses), net, in the
consolidated statements of income.

Loans

Loans and leases are carried at the principal amount outstanding, net of any unearned income. Loan origination fees
and certain direct loan origination costs are deferred, and the net amount is amortized over the contractual life of the
related loans or over the commitment period as an adjustment of yield.

Loans are generally placed on nonaccrual status when contractually past due 90 days or more asto interest or principal
payments. Additionally, whenever management becomes aware of facts or circumstances that may adversely impact the
collectibility of principal or interest on loans, it is management’s practice to place such loans on anonaccrual status
immediately, rather than delaying such action until the loans become 90 days past due. Previously accrued and
uncollected interest on such loansisreversed, amortization of related deferred loan fees or costsis suspended, and
incomeisrecorded only to the extent that interest payments are subsequently received in cash and a determination has
been made that the principal balance of the loan is collectible. If collectibility of the principal isin doubt, payments
received are applied to loan principal. A nonaccrual loan isreturned to accrual status when the obligation has been
brought current and the ultimate collectibility of the total contractual principal and interest isno longer in doubt.

LoansHeld for Sale

Loans held for sale, which consist generally of current production of certain fixed-rate, first-lien residential mortgage
loans, are carried at the lower of cost or estimated fair value as determined on an aggregate basis. The amount by which
cost exceeds estimated fair value is accounted for as a market valuation adjustment to the carrying value of the loans.
Changes, if any, in the market valuation adjustment are included in mortgage banking, net, in the consolidated
statements of income. The carrying value of loans held for sale includes a market val uation adjustment of $0.9 million
and $2.5 million (which at December 31, 2006 included a $2.1 million unfavorable market val uation adjustment on the
transfer of $0.3 billion of residential mortgage loansto loans held for sale) at December 31, 2007 and 2006, respectively.
Holding costs are treated as period costs.

Allowancefor Loan L osses

The allowance for loan lossesis areserve for estimated credit losses. Actual credit |osses, net of recoveries, are
deducted from the allowance for loan losses. A provision for loan losses, which isa charge against earnings, is
recorded to bring the allowance for loan lossesto alevel that, in management’s judgment, is adequate to absorb
probable lossesin the loan portfolio.

The allocation methodology applied by the Corporation, designed to assess the adequacy of the allowance for loan
losses, includes an allocation methodology, as well as management’s ongoing review and grading of the loan portfolio
into criticized loan categories (defined as specific loans warranting either specific alocation, or a criticized status of
watch, special mention, substandard, doubtful, or loss). The allocation methodology focuses on evaluation of several
factors, including but not limited to: evaluation of facts and issues related to specific loans, management’s ongoing
review and grading of the loan portfolio, consideration of historical loan loss and delinquency experience on each
portfolio category, trendsin past due and nonperforming loans, the risk characteristics of the various classifications of
loans, changesin the size and character of the loan portfolio, concentrations of loans to specific borrowers or
industries, existing economic conditions, the fair value of underlying collateral, and other qualitative and quantitative
factors which could affect potential credit losses. Because each of the criteria used is subject to change, the allocation
of the allowance for loan losses is made for
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analytical purposes and is not necessarily indicative of the trend of future loan losses in any particular loan category.
Thetotal allowanceis available to absorb losses from any segment of the portfolio.

Management, judging current information and events regarding the borrowers' ability to repay their obligations,
considers aloan to be impaired when it is probable that the Corporation will be unable to collect all amounts due
according to the contractual terms of the note agreement, including principal and interest. Management has determined
that commercial-oriented loan relationships that have nonaccrual status or have had their terms restructured meet this
definition. The amount of impairment is measured based upon the loan’ s observable market price, the estimated fair
value of the collateral for collateral dependent loans, or alternatively, the present value of the expected future cash flows
discounted at the loan’s effective interest rate. Large groups of homogeneous loans, such as residential mortgage,
home equity and installment loans, are collectively evaluated for impairment. Interest income onimpaired loansis
recorded when cash isreceived and only if principal is considered to be collectible.

Management believes that the allowance for |oan losses is adequate. While management uses available information to
recognize losses on loans, future additions to the allowance for loan losses may be necessary based on changesin
economic conditions. In addition, various regulatory agencies, as an integral part of their examination process,
periodically review the Corporation’s allowance for loan losses. Such agencies may require that certain loan balances be
charged off or downgraded into criticized loan categories when their credit evaluations differ from those of management
based on their judgments about information available to them at the time of their examinations.

Other Real Estate Owned

Other real estate owned isincluded in other assets in the consolidated balance sheets and is comprised of property
acquired through aforeclosure proceeding or acceptance of a deed-in-lieu of foreclosure, and loans classified asin-
substance foreclosure. Other real estate owned isrecorded at the lower of the recorded investment in the loan at the
time of acquisition or the fair value of the underlying property collateral, less estimated selling costs. Any write-downin
the carrying value of a property at the time of acquisition is charged to the allowance for |oan losses. Any subsequent
write-downs to reflect current fair market value, as well as gains and losses on disposition and revenues and expenses
incurred in maintaining such properties, are treated as period costs. Other real estate owned also includes bank premises
formerly but no longer used for banking. Banking premises are transferred at the lower of carrying value or estimated fair
value, less estimated selling costs. Other real estate owned totaled $26.5 million and $14.4 million at December 31, 2007
and 2006, respectively.

Premises and Equipment and Software

Premises and equipment are stated at cost less accumul ated depreciation and amortization. Depreciation and
amortization are computed on the straight-line method over the estimated useful lives of the related assets or the lease
term. Maintenance and repairs are charged to expense as incurred, while additions or major improvements are capitalized
and depreciated over the estimated useful lives. Estimated useful lives of the assets range predominantly asfollows: 3
to 20 yearsfor land improvements, 5 to 40 years for buildings, 3to 5 yearsfor computers, and 3 to 20 years for furniture,
fixtures, and other equipment. L easehold improvements are amortized on a straight-line basis over the lesser of the lease
terms or the estimated useful lives of the improvements. Software, included in other assetsin the consolidated balance
sheets, isamortized on a straight-line basis over the lesser of the contract terms or the estimated useful life of the
software.

Goodwill and Intangible Assets

Goodwill and Other Intangible Assets: The excess of the cost of an acquisition over the fair value of the net assets
acquired consists primarily of goodwill, core deposit intangibles, and other identifiable intangibles (primarily related to
customer relationships acquired). Core deposit intangibles have estimated finite lives and are amortized on an
accelerated basis to expense over a 10-year period. The other intangibles have estimated finite lives and are amortized
on an accel erated basisto expense over their weighted average life (aweighted average life of 13 yearsand 12 yearsfor
2007 and 2006, respectively). The Corporation reviews long-lived assets and certain identifiable intangibles for
impairment at least annually, or whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable, in which case an impairment charge would be recorded.

Goodwill is not amortized but is subject to impairment tests on at least an annual basis. Any impairment of goodwill or
intangibles will be recognized as an expense in the period of impairment. The Corporation completes the annual
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goodwill impairment test by segment as of May 1 of each year and no impairment loss has been required. Note 5
includes a summary of the Corporation’s goodwill, core deposit intangibles, and other intangibles.

Mortgage Servicing Rights: The Corporation sellsresidential mortgage loansin the secondary market and typically
retains the right to service the loans sold. Upon sale, a mortgage servicing rights asset is capitalized, which represents
the then current fair value of future net cash flows expected to be realized for performing servicing activities. Mortgage
servicing rights, when purchased, are initially recorded at fair value. Asthe Corporation has not elected to
subsequently measure any class of servicing assets under the fair value measurement method, the Corporation follows
the amortization method. Mortgage servicing rights are amortized in proportion to and over the period of estimated net
servicing income, and assessed for impairment at each reporting date. Mortgage servicing rights are carried at the lower
of theinitial capitalized amount, net of accumulated amortization, or estimated fair value, and are included in other
intangible assets, net in the consolidated bal ance sheets.

The Corporation periodically eval uates its mortgage servicing rights asset for impairment. Impairment is assessed based
on fair value at each reporting date using estimated prepayment speeds of the underlying mortgage loans serviced and
stratifications based on the risk characteristics of the underlying loans (predominantly loan type and note interest rate).
As mortgage interest rates rise, prepayment speeds are usually slower and the val ue of the mortgage servicing rights
asset generally increases, requiring less valuation reserve. A valuation allowance is established, through a charge to
earnings, to the extent the amortized cost of the mortgage servicing rights exceeds the estimated fair value by
stratification. If it islater determined that all or a portion of the temporary impairment no longer exists for a stratification,
the valuation is reduced through arecovery to earnings. An other-than-temporary impairment (i.e., recoverability is
considered remote when considering interest rates and loan pay off activity) isrecognized as awrite-down of the
mortgage servicing rights asset and the related valuation allowance (to the extent a val uation allowance is available) and
then against earnings. A direct write-down permanently reduces the carrying value of the mortgage servicing rights
asset and val uation allowance, precluding subsequent recoveries.

Income Taxes

Amounts provided for income tax expense are based on income reported for financial statement purposes and do not
necessarily represent amounts currently payable under tax laws. Deferred income taxes, which arise principally from
temporary differences between the period in which certain income and expenses are recognized for financial accounting
purposes and the period in which they affect taxable income, are included in the amounts provided for income taxes. In
assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assetsis dependent
upon the generation of future taxable income during the periods in which those temporary differences become
deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income,
and, if necessary, tax planning strategies in making this assessment.

The Corporation files a consolidated federal income tax return and individual or consolidated state income tax returns.
Accordingly, amounts equal to tax benefits of those subsidiaries having taxable federal losses or credits are offset by
other subsidiaries that incur federal tax liabilities.

It isthe Corporation’s policy to provide for uncertain tax positions and the related interest and penalties based upon
management’ s assessment of whether atax benefit is more likely than not to be sustained upon examination by tax
authorities. At December 31, 2007, the Corporation believesit has appropriately accounted for any unrecognized tax
benefits. To the extent the Corporation prevailsin matters for which aliability for an unrecognized tax benefit is
established or isrequired to pay amountsin excess of the liahility, the Corporation’s effectivetax ratein agiven
financial statement period may be effected. See Note 13 for additional information on income taxes.

Derivative Financial Instrumentsand Hedging Activities

Derivative instruments, including derivative instruments embedded in other contracts, are carried at fair value on the
consolidated balance sheets with changes in the fair value recorded to earnings or accumulated other comprehensive
income, as appropriate. On the date the derivative contract is entered into, the Corporation designates the derivative as
afair value hedge (i.e., ahedge of the fair value of arecognized asset or liability), a cash flow hedge (i.e., ahedge of the
variability of cash flowsto be received or paid related to arecognized asset or liability), or afree-standing derivative
instrument. For aderivative designated as afair value hedge, the changesin the fair value of the derivative instrument
and the changes in the fair value of the hedged asset or liability are recognized in current period earnings
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as an increase or decrease to the carrying value of the hedged item on the balance sheet and in the related income
statement account. For a derivative designated as a cash flow hedge, the effective portions of changesin the fair value
of the derivative instrument are recorded in other comprehensive income and the ineffective portions of changesin the
fair value of aderivative instrument are recognized in current period earnings as an adjustment to the related income
statement account. Amounts within accumulated other comprehensive income are reclassified into earningsin the
period the hedged item affects earnings. If aderivative is designated as a free-standing derivative instrument, changes
infair value are reported in current period earnings.

To qualify for and maintain hedge accounting, the Corporation must meet formal documentation and effectiveness
evaluation requirements both at the hedge's inception and on an ongoing basis. The application of the hedge
accounting policy requires strict adherence to documentation and effectiveness testing requirements, judgment in the
assessment of hedge effectiveness, identification of similar hedged item groupings, and measurement of changesin the
fair value of hedged items. If it is determined that aderivativeis not highly effective as a hedge or that it has ceased to
be ahighly effective hedge, the Corporation discontinues hedge accounting prospectively. When hedge accounting is
discontinued on afair value hedge because it is determined that the derivative no longer qualifies as an effective hedge,
the Corporation continues to carry the derivative on the consolidated balance sheet at itsfair value and no longer
adjusts the hedged asset or liability for changesin fair value. The adjustment to the carrying amount of the hedged
asset or liability isamortized over the remaining life of the hedged item, beginning no later than when hedge accounting
ceases. When hedge accounting is discontinued on a cash flow hedge because it is determined that the derivative no
longer qualifies as an effective hedge, the Corporation records the changesin the fair value of the derivative in earnings
rather than through accumulated other comprehensive income and when the cash flows associated with the hedged
item are realized, the gain or lossis reclassified out of other comprehensive income and included in the same income
statement account of the item being hedged.

The Corporation measures the effectiveness of its hedges, where applicable, at inception and each quarter on an on-
going basis. For afair value hedge, the cumulative change in the fair value of the hedge instrument attributable to the
risk being hedged versus the cumulative fair value change of the hedged item attributable to the risk being hedged is
considered to be the "ineffective" portion, which isrecorded as an increase or decrease in the related income statement
classification of theitem being hedged (i.e., net interest income). For a cash flow hedge, the ineffective portions of
changesin the fair value are recognized immediately in the related income statement account.

Stock-Based Compensation

In December 2004, the FASB issued SFAS No. 123 (revised December 2004), " Share-Based Payment,” ("SFAS 123R").
SFAS 123R replaces SFAS No. 123, "Accounting for Stock-Based Compensation,” ("SFAS 123") and supersedes APB
Opinion No. 25, "Accounting for Stock Issued to Employees,” ("APB 25"). SFAS 123R is effective for all stock-based
awards granted in the first fiscal year beginning on or after June 15, 2005. SFAS 123R requires all share-based payments
to employees, including grants of employee stock options, to be valued at fair value on the date of grant and expensed
over the applicable vesting period. Pro formadisclosure only of the income statement effects of share-based payments
isno longer an alternative under SFAS 123R. In addition, companies must recognize compensation expense rel ated to
any stock-based awards that are not fully vested as of the effective date. The Corporation adopted SFAS 123R effective
January 1, 2006, using the modified prospective method. See Note 11 for additional information on stock-based
compensation.

Cash and Cash Equivalents

For purposes of the consolidated statements of cash flows, cash and cash equivalents are considered to include cash
and due from banks, interest-bearing depositsin other financial institutions, and federal funds sold and securities
purchased under agreementsto resell.

Per Share Computations

Basic earnings per share are calculated by dividing net income by the weighted average number of common shares
outstanding. Diluted earnings per share are calculated by dividing net income by the weighted average number of
shares adjusted for the dilutive effect of outstanding stock options and, having alesser impact, unvested restricted
stock and unsettled share repurchases. Also see Notes 10 and 19.
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Recent Accounting Pronouncements

In September 2006, the FASB ratified the consensus reached by the EITF in Issue No. 06-5, " Accounting for Purchases
of Life Insurance — Determining the Amount That Could Be Realized in Accordance with FASB Technical

Bulletin No. 85-4, Accounting for Purchases of Life Insurance," ("EITF 06-5"). EITF 06-5 concluded that companies
purchasing alife insurance policy should record the amount that could be realized, considering any additional amounts
beyond cash surrender value included in the contractual terms of the policy. The amount that could be realized should
be based on assumed surrender at the individual policy or certificate level, unless all policiesor certificates are required
to be surrendered as agroup. When it is probabl e that contractual restrictions would limit the amount that could be
realized, such contractual limitations should be considered and any amounts recoverable at the insurance company’s
discretion should be excluded from the amount that could be realized. Companies are permitted to recognize the effects
of applying the consensus through either (1) a change in accounting principle through a cumulative-effect adjustment
to retained earnings or to other components of equity or net assets as of the beginning of the year of adoption or (2) a
change in accounting principle through retrospective application to all prior periods. EITF 06-5 was effective for fiscal
years beginning after December 15, 2006. The Corporation adopted EITF 06-5 at the beginning of 2007 and the adoption
did not have amaterial impact on its results of operations, financial position, and liquidity.

In June 2006, the FASB issued Interpretation No. 48, "Accounting for Uncertainty in Income Taxes — an interpretation
of FASB Statement No. 109," ("FIN 48"). FIN 48 prescribes arecognition threshold and measurement attribute for the
financial statement recognition and measurement of atax position taken or expected to be taken in atax return. The
Interpretation requires the impact of atax position to be recognized in the financial statementsif that position is more-
likely-than-not of being sustained upon examination, based on the technical merits of the position. A tax position
meeting the more-likely-than-not threshold is then to be measured at the largest amount of benefit that is greater than
50 percent likely of being realized upon settlement. FIN 48 also provides guidance on derecognition, classification,
interest and penalties, accounting in interim periods, disclosure, and transition. FIN 48 was effective for fiscal years
beginning after December 15, 2006. The Corporation adopted the provisions of FIN 48 effective January 1, 2007,
resulting in no cumulative effect adjustment to retained earnings as of the date of adoption and determined that the
adoption did not have amaterial impact on its results of operations, financial position, and liquidity. See Note 13 for
additional disclosures.

In March 2006, the FASB issued SFAS No. 156, "Accounting for Servicing of Financial Assets, an amendment of FASB
Statement No. 140," ("SFAS 156"). SFAS 156 requires an entity to recognize a servicing asset or servicing liability each
time it undertakes an obligation to service afinancial asset by entering into a servicing contract. All separately
recognized servicing assets and servicing liabilities are to beinitially measured at fair value, if practicable. SFAS 156
permits an entity to choose either the amortization method or the fair value measurement method for subsequently
measuring each class of separately recognized servicing assets or servicing liabilities. Under the amortization method,
servicing assets or servicing liabilities are amortized in proportion to and over the period of estimated net servicing
income or loss and servicing assets or servicing liabilities are assessed for impairment based on fair value at each
reporting date. The fair value measurement method measures servicing assets and servicing liabilities at fair value at
each reporting date with the changesin fair value recognized in earnings in the period in which the changes occur.
SFAS 156 was effective for fiscal years beginning after September 15, 2006. The Corporation adopted SFAS 156 at the
beginning of 2007 and the adoption did not have a material impact on its results of operations, financial position, and
liquidity. See Note 5 for additional disclosures.

In February 2006, the FASB issued SFAS No. 155, "Accounting for Certain Hybrid Financia Instruments, an amendment
of FASB Statements No. 133 and 140," ("SFAS 155"), effective for all financial instruments acquired or issued after the
beginning of an entity’sfirst fiscal year that begins after September 15, 2006. SFAS 155 permits fair value remeasurement
for any hybrid financial instrument that contains an embedded derivative that otherwise would require bifurcation and
clarifieswhich interest-only strips and principal-only strips are not subject to the requirements of SFAS No. 133.
Additionally, SFAS 155 establishes arequirement to evaluate interests in securitized financial assetsto identify

interests that are freestanding derivatives or that are hybrid financial instruments that contain an embedded derivative
requiring bifurcation and clarifies that concentrations of credit risk in the form of subordination are not embedded
derivatives. SFAS 155 also amends SFAS No. 140 to eliminate the prohibition on a qualifying special-purpose entity
from holding aderivative financial instrument that pertainsto abeneficial interest
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other than another derivative financial instrument. The Corporation adopted SFAS 155 at the beginning of 2007 and the
adoption did not have amaterial impact on its results of operations, financial position, and liquidity.

NOTE 2 BUSINESSCOMBINATIONS:

When valuing acquisitions, the Corporation considers arange of valuation methodologies, including comparable
publicly-traded companies, comparable precedent transactions, and discounted cash flow. For each of the acquisitions
noted below, the resulting purchase price exceeded the value of the net assets acquired. To record the transaction, the
Corporation assigns estimated fair values to the assets acquired, including identifying and measuring acquired
intangible assets, and to liabilities assumed (using sources of information such as observable market prices or
discounted cash flows). To identify intangibl e assets that should be measured, the Corporation determinesif the asset
arose from contractual or other legal rights or if the asset is capable of being separated from the acquired entity. When
valuing identified intangible assets, the Corporation generally relies on valuation reports by independent third parties.
In each acquisition, the excess cost of the acquisition over the fair value of the net assets acquired is allocated to
goodwill.

Completed Business Combinations:

First National Bank of Hudson (" First National Bank™): On June 1, 2007, the Corporation consummeated its acquisition
of 100% of the outstanding shares of First National Bank, a$0.4 billion community bank headquartered in Woodbury,
Minnesota. The consummation of the transaction included the issuance of approximately 1.3 million shares of common
stock and $46.5 million in cash. With the addition of First National Bank’s eight locations, the Corporation expanded its
presence in the Greater Twin Cities area. At acquisition, First National Bank added approximately $0.3 hillion to both
loans and deposits. In June 2007, the Corporation also compl eted its conversion of First National Bank onto its
centralized operating systems and merged it into its banking subsidiary, Associated Bank, National Association.

The acquisition wasimmaterial to the Corporation’s consolidated financial results. Goodwill of approximately $58 million
(of which, all is deductible for income taxes) and a core deposit intangible of approximately $4 million (with aten-year
estimated life) recognized in the transaction at acquisition were assigned to the banking segment. The Corporation
relied on avaluation report by an independent third party in valuing the core deposit intangible.

State Financial Services Corporation (" State Financial" ): On October 3, 2005, the Corporation consummated its
acquisition of 100% of the outstanding shares of State Financial. Based on the terms of the agreement, State Financial
shareholders received 1.2 shares of the Corporation’s common stock for each share of State Financial common stock
held and cash for all outstanding options. Therefore, the consummation of the transaction included the issuance of
approximately 8.4 million shares of common stock and $11 million in cash. As of the date of acquisition, State Financial
was a$2 billion financial services company based in Milwaukee, Wisconsin, with 29 banking branches in southeastern
Wisconsin and northeastern Illinois, providing commercial and retail banking products. Asaresult of the acquisition,
the Corporation expected to expand its branch distribution network, improve its operational efficiencies, and increase
revenue streams. During the fourth quarter of 2005, the Corporation integrated and converted State Financial onto its
centralized operating systems and merged State Financial into its banking subsidiary, Associated Bank, National
Association.

To record the transaction, the Corporation assigned estimated fair values to the assets acquired and liabilities assumed.
The excess cost of the acquisition over the estimated fair value of the net assets acquired was allocated to identifiable
intangibl e assets with the remainder then allocated to goodwill. Goodwill of approximately $199 million (of which, none
is deductible for income taxes), a core deposit intangible of approximately $15 million (with aten-year estimated life), and
other intangibles of $2 million (noncompete contracts) recognized at acquisition were assigned to the banking segment.
The Corporation relied on valuation reports by independent third parties in valuing the core deposit intangible and the
noncompete contracts. During the third quarter of 2006, goodwill was reduced by $4 million attributable to finalizing the
dissolution of an employee stock ownership plan acquired with State Financial. See Note 5 for additional information.
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The following table summarizes the estimated fair value of the assets acquired and liabilities assumed of State Financial
at the date of the acquisition.

$in Millions

Investment securities available for sale $ 348
Loans, net 979
Other assets 108
Intangibl e assets 17
Goodwill 199

Total assets acquired $ 1,651
Deposits $ 1,050
Borrowings 311
Other liabilities 9

Total liabilities assumed $ 1,370
Net assets acquired $ 281

NOTE 3 INVESTMENT SECURITIES:

The amortized cost and fair values of securities available for sale at December 31, 2007 and 2006, were as follows:

2007
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
($in Thousands)
U. S. Treasury securities $ 4923 $ 17 $ 4 $ 4936
Federal agency securities 75,272 416 (12) 75,676
Obligations of state and political subdivisions 964,616 16,722 (349 980,989
Mortgage-rel ated securities 2,224,198 9,060 (11,155) 2,222,103
Other securities (debt and equity) 259,393 1,993 (2,071) 259,315
Total securitiesavailablefor sale $3528402 $ 28208 $ (13591) $3,543,019
2006
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
($in Thousands)
U. S. Treasury securities $ 28258 $ 12 % 9 $ 28261
Federal agency securities 79,148 30 (472) 78,706
Obligations of state and political subdivisions 910,290 18,008 (1,787) 926,511
Mortgage-related securities 2,137,556 991 (31,087) 2,107,460
Other securities (debt and equity) 283,185 12,656 (158) 295,683
Total securities availablefor sale $3438437 $ 31697 $ (33513) $3,436,621

The amortized cost and fair values of investment securities available for sale at December 31, 2007, by contractual
maturity, are shown below. Expected maturitieswill differ from contractual maturities because borrowers may have the
right to call or prepay obligations with or without call or prepayment penalties.
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2007
Amortized Fair
Cost Value
($in Thousands)
Duein one year or less $ 183,858 $ 184,525
Due after one year through five years 430,545 440,194
Due after five years through ten years 369,081 374,448
Due after ten years 112,924 114,069
Total debt securities 1,096,408 1,113,236
Mortgage-related securities 2,224,198 2,222,103
Equity securities 207,796 207,680
Total securities available for sale $ 3,528,402 $ 3,543,019

Federal Reserve stock ($60.0 million and $57.0 million at year end 2007 and 2006, respectively) and Federal Home Loan
Bank ("FHLB") stock ($124.4 million and $128.6 million at year end 2007 and 2006, respectively) are included in equity
securities. The Corporation is required to maintain these equity securities asamember of both the Federal Reserve
System and the FHL B, and in amounts as required by these institutions. These equity securities are "restricted" in that
they can only be sold back to the respective institutions or another member institution at par. Therefore, they areless
liquid than other tradable equity securities, their fair value is equal to amortized cost, and no other-than-temporary
impairments have been recorded during 2007, 2006, or 2005.

For 2007, the Corporation recognized gross gains of $9.1 million on sales of eguity securitiesand a$0.9 million
other-than-temporary write-down. In March 2006, $0.7 billion of investment securities were sold as part of the
Corporation’sinitiative to reduce wholesale borrowings. Investment securities salesincluded losses of $15.8 million,
offset by gains of $18.3 million on equity security sales, resulting in anet $2.5 million gain for first quarter 2006. While
during the remainder of 2006 there were gains realized on equity securities sold and a $2.0 million other-than-temporary
impairment write-down (discussed below), there were no other losses on sales of investment securities during 2006. The
Corporation does not have a historical pattern of restructuring its balance sheet through large investment reductions.
Balance sheet and net interest margin challengesin the first quarter of 2006 led to the targeted sale decision in support
of itswholesale funding reduction initiative, and did not change the Corporation’ s intent on the remaining investment
portfolio. In 2005, investment securities sales consisted primarily of sales of certain investment securities held by State
Financial to better align the acquired investment portfolio with Corporate objectives, as well as sales of equity
securities.

Total proceeds and gross realized gains and losses from sales of investment securities available for sale (with
other-than-temporary write-downs on securitiesincluded in gross losses) for each of the three years ended December

31 were
2007 2006 2005
($in Thousands)
Gross gains $ 9,081 $ 22,569 $ 4515
Grosslosses (907) (17,847) (399)
Investment securities gains, net $ 8,174 $ 4722 $ 4,116
Proceeds from sales of investment securities available for sale 66,239 754,091 101,366

Pledged securitieswith a carrying value of approximately $2.2 billion and $1.9 billion at December 31, 2007, and
December 31, 2006, respectively, were pledged to secure certain deposits, FHL B advances, or for other purposes as
required or permitted by law.

The following represents gross unrealized losses and the related fair value of investment securities available for sale,
aggregated by investment category and length of timeindividual securities have been in a continuous unrealized 1oss
position, at December 31, 2007.
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Lessthan 12 months 12 monthsor more Total

Unrealized L osses Fair Value Unrealized L osses Fair Value Unrealized L osses Fair Value
($in Thousands)

December 31, 2007:

U. S. Treasury securities $ 4 $ 394 $ — 3 — 3 4 $ 394
Federal agency securities (@) 15,161 (11) 6,893 (12) 22,054
Obligations of state and

political subdivisions (125) 22,957 (224) 42,547 (349) 65,504
Mortgage-related securities (82 61,962 (1,073)  1,193144 (11,155) 1,255,106
Other securities (debt and

equity) (2,039) 13,686 (32 6,296 (2,071) 19,982

Total $ (2251) ¢$117,710 $ (11,340) $1,248830 $ (13,591)  $1,366,590

Management does not believe any individual unrealized loss at December 31, 2007 represents an other-than-temporary
impairment. The unrealized losses reported for mortgage-related securities relate primarily to mortgage-backed securities
issued by government agencies such as the Federal National Mortgage Association and Federal Home L oan Mortgage
Corporation ("FHLMC"). These unrealized losses are primarily attributable to changes in interest rates and not credit
deterioration. The Corporation currently has both the intent and ability to hold the securities contained in the previous
table for atime necessary to recover the amortized cost.

At December 31, 2007, the Corporation owned certain common and preferred stock securities that were determined to
have an other-than-temporary impairment that resulted in write-downs to earnings on the related securities. During 2007
acommon stock security was determined to have an other-than-temporary impairment that resulted in awrite-down on
the security of $0.9 million, while during 2006 one preferred stock security holding was determined to have an
other-than-temporary impairment that resulted in awrite-down on the security of $2.0 million (effectively reducing the
carrying value of this preferred stock holding to zero).

For comparative purposes, the following represents gross unrealized losses and the related fair value of investment
securities available for sale, aggregated by investment category and length of time that individual securities have been
in acontinuous unrealized loss position, at December 31, 2006, respectively.

Lessthan 12 months 12 monthsor more Total

Unrealized L osses Fair Value Unrealized L osses Fair Value Unrealized L osses Fair Value
($in Thousands)

December 31, 2006:

U. S. Treasury securities $ 3 $ 2458 % ® $ 993 $ 9 $ 3451
Federal agency securities (20) 24,906 (452) 33,428 (472) 58,334
Obligations of state and

political subdivisions (103) 18,444 (1,684) 165,306 (1,787) 183,750
Mortgage-related securities (275) 94,806 (30,812) 1,804,884 (31,087) 1,899,690
Other securities (debt and

equity) (13) 355 (145) 7,682 (158) 8,037

Total $ (414) $140969 $ (33,099) $2,012293 $ (33513)  $2,153,262
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NOTE4 LOANS:

Loans at December 31 are summarized below.

2007 2006
($in Thousands)

Commercial, financial, and agricultural $ 4,281,001 $ 3,677,573
Commercial red estate 3,635,365 3,789,480
Real estate construction 2,260,766 2,047,124
Leasefinancing 108,794 81,814

Commercia 10,286,016 9,595,991
Home equity(1) 2,269,122 2,164,758
Installment 841,136 915,747

Retail 3,110,258 3,080,505

Residential mortgage 2,119,978 2,205,030

Total loans $15,516,252  $14,881,526

(1) Home equity includes home equity lines and residential mortgage junior liens.

A summary of the changesin the allowance for loan losses for the yearsindicated is as follows:
2007 2006 2005
($in Thousands)

Balance at beginning of year $203,481 $203,404 $189,762
Balance related to acquisitions 2,991 — 13,283
Provision for |oan losses 34,509 19,056 13,019
Charge offs (47,249) (30,507) (27,743)
Recoveries 6,838 11,528 15,083

Net charge offs (40,411) (18,979) (12,660)
Balance at end of year $200,570 $203,481 $203,404
The following table presents nonperforming loans at December 31.:

2007 2006
($in Thousands)

Nonaccrual loans $152,528 $136,734
Accruing loans past due 90 days or more 10,118 5,725
Restructured loans — 26

Total nonperforming loans $162,646 $142,485

Management has determined that commercial-oriented loan relationships that have nonaccrual status or have had their
termsrestructured are impaired loans. The following table presents data on impaired |oans at December 31:

2007 2006

($in Thousands)
Impaired loans for which an allowance has been provided $ 64,880 $ 70,349
Impaired loans for which no allowance has been provided 47,758 44,483
Total loans determined to be impaired $112,638 $114,832
Allowance for loan losses rel ated to impaired loans $ 32,823 $ 29,416
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2007 2006 2005
($in Thousands)

For the years ended December 31.:
Average recorded investment in impaired loans $126,355 $95,299 $79,527

Cash basis interest income recognized from impaired loans $ 4432 $ 5,692 $ 2,534

The Corporation has granted loansto their directors, executive officers, or their related interests. These |loans were made
on substantially the sameterms, including rates and collateral, asthose prevailing at the time for comparable
transactions with other unrelated customers, and do not involve more than anormal risk of collection. These loans to
related parties are summarized as follows:

2007
($in Thousands)
Balance at beginning of year $ 57,489
New loans 21,161
Repayments (45,289)
Changes dueto status of executive officers and directors (169)
Balance at end of year $ 33,192

The Corporation servesthe credit needs of its customers by offering awide variety of loan programs to customers,
primarily in Wisconsin, Illinois, and Minnesota. The loan portfolio iswidely diversified by types of borrowers, industry
groups, and market areas. Significant loan concentrations are considered to exist for afinancial institution when there
are amounts |oaned to multiple numbers of borrowers engaged in similar activities that would cause them to be similarly
impacted by economic or other conditions. At December 31, 2007, no significant concentrations existed in the
Corporation’sloan portfolio in excess of 10% of total loans.

NOTES GOODWILL ANDINTANGIBLE ASSETS:

Goodwill: Goodwill is not amortized, but is subject to impairment tests on at least an annual basis. The Corporation
conducts itsimpairment testing annually in May and no impairment loss was necessary in 2007, 2006, or 2005. At
December 31, 2007, goodwill of $907 million is assigned to the banking segment and goodwill of $22 millionis assigned
to the wealth management segment. The $58 million increase to goodwill during 2007 was attributabl e to the June 2007
acquisition of First National Bank. The $6 million reduction to goodwill during 2006 resulted from a $4 million adjustment
attributable to finalizing the dissolution of an employee stock ownership plan acquired with State Financial in October
2005 and a$2 million adjustment to tax liabilities related to the Corporation’s acquisition of athrift in October 2004. The
change in the carrying amount of goodwill was asfollows.

Goodwill 2007 2006 2005
($in Thousands)
Balance at beginning of year $871,629 $877,680 $679,993
Goodwill acquired, net of adjustments 57,539 (6,051) 197,687
Balance at end of year $929,168 $871,629 $877,680

Other Intangible Assets: The Corporation has other intangibl e assets that are amortized, consisting of core deposit
intangibles, other intangibles (primarily related to customer relationships acquired in connection with the Corporation’s
insurance agency acquisitions), and mortgage servicing rights. The core deposit intangibles and mortgage servicing
rights are assigned to the Corporation’s banking segment, while other intangibles of $13 million are assigned to the
wealth management segment and $1 million are assigned to the banking segment as of December 31, 2007.

For core deposit intangibles and other intangibles, changes in the gross carrying amount, accumul ated amortization,

and net book value were as follows. The $4 million increase to core deposit intangibles during 2007 was attributable to
the June 2007 acquisition of First National Bank, while the $1 million increase to other intangibles was attributable to the
value of check processing contracts purchased in June 2007.
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2007 2006 2005
($in Thousands)

Coredeposit intangibles:

Gross carrying amount $ 47,748 $ 43,363 $ 43,363
Accumulated amortization (20,580) (15,698) (10,508)
Net book value $ 27,168 $ 27,665 $ 32,855
Additions during the year $ 4,385 $ — $ 15,161
Amortization during the year 4,882 5,190 4.438
Other intangibles:(1)

Gross carrying amount $ 22,370 $ 26,348 $ 26,348
Accumulated amortization (8,505) (11,399) (7,686)
Net book value $ 13,865 $ 14,949 $ 18,662
Additions during the year $ 1,150 $ — $ 1,770
Amortization during the year 2,234 3,713 4,169

(1) Other intangibles of $5.1 million were fully amortized during 2006 and have been removed from both the gross carrying amount
and the accumul ated amortization for 2007.

The Corporation sells residential mortgage loansin the secondary market and typically retains the right to service the
loans sold. Upon sale, amortgage servicing rights asset is capitalized, which represents the then current fair value of
future net cash flows expected to be realized for performing servicing activities. Mortgage servicing rights, when
purchased, areinitially recorded at fair value. As the Corporation has not el ected to subsequently measure any class of
servicing assets under the fair value measurement method, the Corporation follows the amortization method. Mortgage
servicing rights are amortized in proportion to and over the period of estimated net servicing income, and assessed for
impairment at each reporting date. Mortgage servicing rights are carried at the lower of theinitial capitalized amount, net
of accumulated amortization, or estimated fair value, and are included in other intangibl e assets, net in the consolidated
balance sheets. At December 31, 2007 and December 31, 2006, the fair value of the mortgage servicing rights was

$62.8 million and $76.7 million, respectively.

The Corporation periodically eval uates its mortgage servicing rights asset for impairment. Impairment is assessed based
on fair value at each reporting date using estimated prepayment speeds of the underlying mortgage loans serviced and
stratifications based on the risk characteristics of the underlying loans (predominantly loan type and note interest rate).
As mortgage interest rates rise, prepayment speeds are usually slower and the val ue of the mortgage servicing rights
asset generally increases, requiring less valuation reserve. A valuation allowance is established, through a charge to
earnings, to the extent the amortized cost of the mortgage servicing rights exceeds the estimated fair value by
stratification. If it islater determined that all or a portion of the temporary impairment no longer exists for a stratification,
the valuation is reduced through arecovery to earnings. An other-than-temporary impairment (i.e., recoverability is
considered remote when considering interest rates and loan pay off activity) isrecognized as awrite-down of the
mortgage servicing rights asset and the related valuation allowance (to the extent a valuation allowance is available) and
then against earnings. A direct write-down permanently reduces the carrying value of the mortgage servicing rights
asset and val uation allowance, precluding subsequent recoveries.

Mortgage servicing rights expense is a component of mortgage banking, net, in the consolidated statements of income.
The $16.7 million mortgage servicing rights expense for 2007 was comprised of $18.1 million of base amortization and a
$1.4 million recovery to the valuation allowance. For 2006, the $18.1 million mortgage servicing rights expense included
$20.4 million base amortization, net of a$2.3 million recovery to the valuation allowance, while for 2005 the $15.8 million
mortgage servicing rights expense was comprised of base amortization of $23.1 million and a$7.3 million recovery to the
valuation allowance.

A summary of changesin the balance of the mortgage servicing rights asset and the mortgage servicing rights
valuation allowance was as follows.
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Mortgage servicing rights 2007 2006 2005
($in Thousands)

Mortgage servicing rights at beginning of year $ 71694 $ 76236 $ 91,783

Additions(1) 19,553 15,866 18,496

Sale of servicing(3) (18,269) — (10,087)

Amortization (18,067) (20,400) (23,134)

Other-than-temporary impairment (92) (8) (822
Mortgage servicing rights at end of year $ 54819 $ 71694 $ 76236

Valuation allowance at beginning of year (5,074) (7,395) (15,537)

(Additions)/Recoveries, net 1,350 2,313 7,320

Other-than-temporary impairment 92 8 822
Valuation allowance at end of year (3,632 (5,074) (7,395)
Mortgage servicing rights, net $ 51,187 $ 66,620 $ 68841

Portfolio of residential mortgage loans $6,403000  $8,330,000  $8,028,000

serviced for others (2(3)

Mortgage servicing rights, net to Portfolio of 0.80% 0.80% 0.86%
residential mortgage loans serviced for others

Mortgage servicing rights expense(4) $ 16717 $ 18087 $ 15814
(1) Included in the December 31, 2007, additions to mortgage servicing rights was $2.4 million from First National Bank at

acquisition.

(2) Included in the December 31, 2007, portfolio of residential mortgage loans serviced for others was $0.3 billion from First National
Bank at acquisition.

(3) In 2007, the Corporation sold approximately $2.7 billion of its mortgage portfolio serviced for others with a carrying value of
$18.3 million at an $8.6 million gain, which is included in mortgage banking, net in the consolidated statements of income. In

2005, the Corporation sold approximately $1.5 billion of its mortgage portfolio serviced for others with a carrying value of
$10.1 million at a $5.3 million gain.

(4) Includes the amortization of mortgage servicing rights and additions/recoveries to the valuation allowance of mortgage servicing
rights, and is a component of mortgage banking, net in the consolidated statements of income.

The following table shows the estimated future amortization expense for amortizing intangibl e assets. The projections of
amortization expense for the next five years are based on existing asset balances, the current interest rate environment,
and prepayment speeds as of December 31, 2007. The actual amortization expense the Corporation recognizesin any
given period may be significantly different depending upon acquisition or sale activities, changesin interest rates,
market conditions, regulatory regquirements, and events or circumstances that indicate the carrying amount of an asset
may not be recoverable.

Estimated amortization expense Core Deposit Intangibles Other Intangibles Mortgage Servicing Rights
($in Thousands)

Y ear ending December 31,

2008 $ 4,600 $ 1,700 $ 13,700
2009 4,100 1,400 11,200
2010 3,700 1,200 8,900
2011 3,700 1,000 7,100
2012 3,200 1,000 5,100
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NOTE6 PREMISESAND EQUIPMENT:

A summary of premises and equipment at December 31 was asfollows:

2007 2006
Estimated Accumulated Net Book Net Book

Useful Lives Cost Depreciation Value Value

($in Thousands)

Land — $4519 % — $ 45519 $ 45835
Land improvements 3—20years 4141 2,067 2,074 1,441
Buildings 5—40 years 195,195 90,484 104,711 104,818
Computers 3-5years 32,036 23,286 8,750 8,837
Furniture, fixtures and other equipment 3—20years 114,827 87,242 27,585 25,174
L easehold improvements 5-30 years 25,461 16,654 8,807 9,902
Total premises and equipment $417,179 $ 219,733 $197,446  $196,007

Depreciation and amortization of premises and equipment totaled $21.7 million in 2007, $21.6 million in 2006, and
$20.9 million in 2005.

The Corporation and certain subsidiaries are obligated under noncancel able operating |eases for other facilities and
equipment, certain of which provide for increased rental s based upon increases in cost of living adjustments and other
operating costs. The approximate minimum annual rentals and commitments under these noncancel able agreements and
leases with remaining termsin excess of one year are asfollows:

($in Thousands)

2008 $ 13,901
2009 13,013
2010 11,177
2011 9,243
2012 7,950
Thereafter 22,879
Total $ 78,163

Total rental expense under leases, net of sublease income, totaled $16.0 million in 2007, $15.3 million in 2006, and
$13.5 million in 2005.

NOTE7 DEPOSITS:

The distribution of deposits at December 31 was as follows:

2007 2006
($in Thousands)
Noninterest-bearing demand deposits $ 2,661,078  $ 2,756,222
Savings deposits 853,618 890,380
Interest-bearing demand deposits 1,947,551 1,875,879
Money market deposits 3,923,063 3,822,928
Brokered certificates of deposit 409,637 637,575
Other time deposits 4,178,966 4,333,087
Total deposits $13973913  $14,316,071

Time deposits of $100,000 or more were $1.6 hillion and $1.8 hillion at December 31, 2007 and 2006, respectively.
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Aggregate annual maturities of al time deposits at December 31, 2007, are asfollows:

Maturities During Year Ending December 31, ($in Thousands)
2008 $ 3,840,290
2009 487,152
2010 85,155
2011 39,703
2012 31,391
Thereafter 104,912
Total $ 4,588,603

NOTE8 SHORT-TERM BORROWINGS:

Short-term borrowings at December 31 was as follows:

2007 2006
($in Thousands)
Federal funds purchased and securities sold under agreements to repurchase $1,936,430 $1,313,786
FHLB advances 200,000 300,000
Treasury, tax, and loan notes 1,055,357 313,899
Commercial paper 35,000 115,000
Total short-term borrowings $3,226,787  $2,042,685

Included in short-term borrowings are FHL B advances with original contractual maturities of less than oneyear. The
treasury, tax, and loan notes are demand notes representing secured borrowings from the U.S. Treasury, collateralized
by qualifying securities and loans.

The Parent Company had $100 million of established lines of credit with various nonaffiliated banks, which were not
drawn on at December 31, 2007 or 2006. Borrowings under these lines accrue interest at short-term market rates. Under
the terms of the credit agreement, avariety of advances and interest periods may be selected by the Parent Company.
During 2000, a$200 million commercia paper program was initiated, of which, $35 million was outstanding at
December 31, 2007, while $115 million was outstanding at December 31, 2006.

NOTE9 LONG-TERM FUNDING:

Long-term funding (funding with original contractual maturities greater than one year) at December 31 was as follows:

2007 2006
($in Thousands)
FHLB advances $1,096,685 $ 923,264
Bank notes 250,000 625,000
Repurchase agreements 100,000 105,000
Subordinated debt, net 199,462 199,311
Junior subordinated debentures, net 216,465 216,399
Other borrowed funds 2,159 2,168
Total long-term funding $1,864,771  $2,071,142

FHL B advances. Long-term advances from the FHL B had maturities through 2020 at December 31, 2007, and had
weighted-average interest rates of 4.51% at December 31, 2007, and 4.04% at December 31, 2006. These advances had a
combination of fixed and variable contractual rates, of which 27% and 22% were variable at December 31, 2007, and 2006,
respectively. In September 2007, the Corporation entered into an interest rate swap to hedge the
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interest rate risk in the cash flows of a $200 million variable rate, long-term FHLB advance. The fair value of the
derivative was a$2.0 million loss at December 31, 2007.

Bank notes: The long-term bank notes had maturities through 2008 at December 31, 2007, and had weighted-average
interest rates of 5.19% at December 31, 2007, and 5.18% at December 31, 2006. These notes had a combination of fixed
and variable contractual rates, of which 100% and 84% were variable at December 31, 2007 and 2006, respectively.

Repurchase agreements: The long-term repurchase agreements had maturities through 2010 and had weighted-average
interest rates of 4.38% at December 31, 2007, and 4.81% at December 31, 2006. These repurchase agreements were 100%
variable rate for all periods presented.

Subordinated debt: In August 2001, the Corporation issued $200 million of 10-year subordinated debt. This debt was
issued at a discount and has afixed coupon interest rate of 6.75%. The subordinated debt qualifies under the risk-based
capital guidelines astier 2 supplementary capital for regulatory purposes.

Junior subordinated debentures: The Corporation has $180.4 million of junior subordinated debentures ("ASBC
Debentures"), which carry afixed rate of 7.625% and mature on June 15, 2032. The Corporation has the right to redeem
the ASBC Debentures, at par, on or after May 30, 2007. During 2002, the Corporation entered into interest rate swapsto
hedge the interest rate risk on the ASBC Debentures. The fair value of the derivative was a$0.1 million loss at
December 31, 2007, compared to a$1.0 million loss at December 31, 2006. The carrying value of the ASBC Debentures
was $179.6 million at December 31, 2007. With its October 2005 acquisition, the Corporation acquired $30.9 million of
variable rate junior subordinated debentures (the " SFSC Debentures"), from two equal issuances, of which one paysa
variable rate adjusted quarterly based on the 90-day LIBOR plus 2.80% (or 7.78% at December 31, 2007) and matures
April 23, 2034, and the other which pays avariable rate adjusted quarterly based on the 90-day LIBOR plus 3.45% (or
8.32% at December 31, 2007) and matures November 7, 2032. The Corporation has the right to redeem the SFSC
Debentures, at par, on April 23, 2009, and November 7, 2007, respectively, and quarterly thereafter. The carrying value of
the SFSC Debentures was $36.9 million at December 31, 2007.

The table below summarizes the maturities of the Corporation’s long-term funding at December 31, 2007:

Y ear ($in Thousands)
2008 $ 528,521
2009 707,500
2010 210,000
2011 199,462
2012 91
Thereafter 219,197
Total long-term funding $ 1,864,771

Under agreements with the Federal Home L oan Banks of Chicago and Des Moines, FHL B advances (short-term and
long-term) are secured by the subsidiary banks' qualifying mortgages (such as residential mortgage, residential
mortgage loans held for sale, home equity, and commercial real estate) and by specific investment securities for certain
FHLB advances.

NOTE 10 STOCKHOLDERS EQUITY:

The Corporation’s Articles of Incorporation authorize the issuance of 750,000 shares of preferred stock at a par value of
$1.00 per share. No shares have been issued.

At December 31, 2007, subsidiary equity equaled $2.5 billion, of which approximately $65 million could be paid to the
Parent Company in the form of cash dividends without prior regulatory approval, subject to the capital needs of each
subsidiary.

Stock Repurchases. The Board of Directors has authorized management to repurchase shares of the Corporation’s
common stock to be made available for reissuance in connection with the Corporation’s employee incentive plans and
for other corporate purposes. For the Corporation’s employee incentive plans, the Board of Directors authorized
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the repurchase of up to 2.0 million shares per quarter. During 2007, no shares were repurchased under this authorization,
while 6,480 shares were repurchased for $0.2 million (or $33.82 on average per share) during 2006.

Under various actions, the Board of Directors authorized the repurchase of shares, not to exceed specified amounts of
the Corporation’s outstanding shares per authorization ("block authorizations"). During 2007, under the block
authorizations, the Corporation repurchased (and cancelled) 4.0 million shares of its outstanding common stock for
approximately $134 million (or $33.47 on average per share) under two accelerated share repurchase agreements. During
2006, under the block authorizations, the Corporation repurchased 8.0 million shares of its outstanding common stock
(of which, 6.0 million were cancelled and 2.0 million were recorded to treasury stock) for approximately $263 million (or
$32.90 on average per share) under three accelerated share repurchase agreements. In addition, the Corporation settled
previously announced accelerated share repurchase agreementsin shares in both 2007 and 2006. At December 31, 2007,
approximately 3.9 million shares remain authorized to repurchase under the block authorizations. The repurchase of
shares will be based on market opportunities, capital levels, growth prospects, and other investment opportunities.

Other Comprehensive Income: A summary of activity in accumulated other comprehensive income follows.

2007 2006 2005
($in Thousands)
Net income $285,752 $316,645 $320,161
Other comprehensive income (l0ss), net of tax:
Investment securities available for sale:
Net unrealized gains (losses) 24,607 8,790 (79,997)
Reclassification adjustment for net gains realized in net income (8,174) (4,722) (4,116)
Income tax expense (benefit) (5,591) (1,519) 30,208
Other comprehensive income (loss) on investment securities available for
sale 10,842 2,549 (53,905)
Defined benefit pension and postretirement obligations:
Net gain 6,267
Prior service cost (396)
Amortization of prior service cost 442 — —
Amortization of net loss 844 — —
Income tax benefit (2,863) — —
Other comprehensive income on pension and postretirement obligations 4,294 — —
Derivatives used in cash flow hedging relationships:
Net unrealized |osses (1,606) — —
Reclassification adjustment for net (gains) losses and interest expense for
interest differential on derivative instruments realized in net income (366) — 14,636
Income tax expense (benefit) 791 — (5,874)
Other comprehensive income (loss) on cash flow hedging relationships (1,181) — 8,762
Total other comprehensive income (10ss) 13,955 2,549 (45,143)
Comprehensive income $299,707 $319,194 $275,018

NOTE 11 STOCK-BASED COMPENSATION:

At December 31, 2007, the Corporation had three stock-based compensation plans (discussed below). All stock awards
granted under these plans have an exercise price that is established at the closing price of the Corporation’s stock on
the date the awards were granted. The stock incentive plans of acquired companies were terminated as to future option
grants at each respective merger date. Option holders under such plans received the Corporation’s
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common stock, optionsto buy the Corporation’s common stock, or cash, based on the conversion terms of the various
merger agreements.

The Corporation may issue common stock with restrictions to certain key employees. The shares are restricted asto
transfer, but are not restricted as to dividend payment or voting rights. The transfer restrictions |apse over three or five
years, depending upon whether the awards are service-based or performance-based, are contingent upon continued
employment, and for performance-based awards are based on earnings per share performance goals.

Prior to January 1, 2006, the Corporation accounted for stock-based compensation cost under the intrinsic value method
of APB 25 and related Interpretations, as allowed by SFAS 123. Under APB 25, compensation expense for employee
stock options was generally not recognized if the exercise price of the option equaled or exceeded the fair market value
of the stock on the date of grant, as such options would have no intrinsic value at the date of grant. Therefore, no
stock-based compensation cost was recognized in the consolidated statements of income for 2005, except with respect
to restricted stock awards.

Effective January 1, 2006, the Corporation adopted the fair value recognition provisions of SFAS 123R using the
modified prospective method. Under this method, compensation cost recognized during 2006 includes compensation
cost for all share-based payments granted prior to but not yet vested as of January 1, 2006, based on the grant date fair
value estimated in accordance with the original provisions of SFAS 123, and compensation cost for all share-based
payments granted subsequent to January 1, 2006, based on the grant date fair val ue estimated in accordance with the
provisions of SFAS 123R. Resultsfor prior periods have not been restated.

Stock-Based Compensation Plans.

In 1987 (as amended subsequently, and most recently in 2005), the Board of Directors, with subsequent approval of the
Corporation’s sharehol ders, approved the Amended and Restated L ong-Term Incentive Stock Plan (" Stock Plan™).
Options are generally exercisable up to 10 years from the date of grant and vest ratably over three years. As of
December 31, 2007, approximately 1.9 million shares remain available for grants.

The Board of Directors approved the implementation of a broad-based stock option grant effective July 28, 1999. The
only stock option grant under thiswasin 1999, which provided all qualifying employees with an opportunity and an
incentive to buy shares of the Corporation and align their financial interest with the growth in value of the
Corporation’s shares. These options have 10-year terms and fully vested after two years. As of December 31, 2007,
approximately 2.8 million shares remain available for grants.

In January 2003 (and as amended in 2005), the Board of Directors, with subsequent approval of the Corporation’s
shareholders, approved the adoption of the 2003 L ong-Term Incentive Plan ("2003 Plan"), which provides for the
granting of options or other stock incentive awards (e.g., restricted stock awards) to key employees. Options are
generally exercisable up to 10 years from the date of grant and vest ratably over three years. As of December 31, 2007,
approximately 2.7 million shares remain available for grants.

In January 2005, both the Stock Plan and the 2003 Plan were amended to eliminate the requirement that stock options
may not be exercisable earlier than one year from the date of grant. With the shareholder approval of these amendments,
the stock options granted during 2005 were fully vested by year-end 2005. All stock options granted prior to 2005 vest
ratably over 3 years, and those granted during 2006 and 2007 will vest ratably over 3 years.

Accounting for Stock-Based Compensation:

The fair value of stock options granted is estimated on the date of grant using a Black-Scholes option pricing model,
whilethe fair value of restricted stock sharesistheir fair market value on the date of grant. The fair values of stock
grants are amortized as compensation expense on a straight-line basis over the vesting period of the grants.
Compensation expense recognized isincluded in personnel expense in the consolidated statements of income.

Assumptions are used in estimating the fair value of stock options granted. The weighted average expected life of the
stock option represents the period of time that stock options are expected to be outstanding and is estimated using
historical data of stock option exercises and forfeitures. The risk-free interest rateis based on the U.S. Treasury yield
curvein effect at the time of grant. The expected volatility is based on the historical volatility of the Corporation’s stock.
The following assumptions were used in estimating the fair value for options granted in the 2007, 2006 and 2005.
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2007 2006 2005
Dividendyield 345% 323% 322%
Risk-freeinterest rate 480% 444% 4.11%
Expected volatility 19.28% 2398% 24.48%
Weighted average expected life 6yrs 6yrs 6yrs
Weighted average per share fair value of options $59 $697 $699

The Corporation is required to estimate potential forfeitures of stock grants and adjust compensation expense recorded
accordingly. The estimate of forfeitureswill be adjusted over the requisite service period to the extent that actual
forfeitures differ, or are expected to differ, from such estimates. Changes in estimated forfeitures will be recognized in the
period of change and will also impact the amount of stock compensation expense to be recognized in future periods.

A summary of the Corporation’s stock option activity for 2007, 2006, and 2005, is presented below.

Weighted
Average Aqggregate
Weighted Average Remaining Intrinsic

Stock Options Shares Exercise Price Contractual Term  Value (000s)
Outstanding at December 31, 2004 6,359,120 $ 21.35

Granted 2,711,000 32.89

Exercised (971,049) 18.67

Forfeited (239,385) 30.21

Outstanding at December 31, 2005 7,859,686 $ 25.40 672 $ 56,204
Options exercisable at December 31, 2005 6,855,795 $ 25.12 658 $ 50,932
Outstanding at December 31, 2005 7,859,686 $ 25.40

Granted 77,000 32.28

Exercised (1,316,932) 22.58

Forfeited (153,272) 31.43

Outstanding at December 31, 2006 6,466,482 $ 2591 595 $ 57,985
Options exercisable at December 31, 2006 6,081,776 $ 25.67 585 $ 56,005
Outstanding at December 31, 2006 6,466,482 $ 25.91

Granted 1,091,645 33.72

Exercised (974,440) 23.05

Forfeited (264,274) 32.48

Outstanding at December 31, 2007 6,319,413 $ 27.43 5.78 (2,136)
Options exercisable at December 31, 2007 5,289,288 $ 26.22 5.14 4,603
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The following table summarizes information about the Corporation’s stock options outstanding at December 31, 2007:

Options Weighted Average Remaining Options Weighted Average
Outstanding Exercise Price Life(Years) [Exercisable ExercisePrice

Range of Exercise Prices:
$9.95 — $13.20 39,615 $ 11.65 1.98 39,615 $ 11.65
$14.62 — $17.60 622,463 16.76 154 622,463 16.76
$19.47 — $23.25 1,862,814 21.44 3.49 1,862,814 21.44
$26.39 — $29.46 822,951 29.07 6.22 790,451 29.08
$31.17 — $34.27 2,971,570 33.17 8.04 1,973,945 32.86
TOTAL 6,319,413 $ 27.43 5.78 | 5,289,288 $ 26.22

The following table summarizes information about the Corporation’s nonvested stock option activity for 2007 and 2006.

Weighted Average

Stock Options Shares Grant Date Fair Value
Nonvested at December 31, 2005 1,003,891 $ 6.00
Granted 77,000 6.97
Vested (668,362) 5.87
Forfeited (27,823) 6.26
Nonvested at December 31, 2006 384,706 $ 6.40
Nonvested at December 31, 2006 384,706 $ 6.40
Granted 1,091,645 5.99
Vested (333,376) 6.31
Forfeited (112,850) 6.07
Nonvested at December 31, 2007 1,030,125 $ 6.03

For the years ended December 31, 2007, 2006, and 2005, the intrinsic value of stock options exercised was $9.6 million,
$14.6 million, and $13.5 million, respectively. (Intrinsic value represents the amount by which the fair market value of the
underlying stock exceeds the exercise price of the stock option.) During 2007, $22.5 million was received for the exercise
of stock options. Thetotal fair value of stock options that vested was $2.1 million, $3.9 million, and $24.7 million,
respectively, for the year ended December 31, 2007, 2006, and 2005. The Corporation recognized compensation expense
of $2.2 million and $0.9 million for 2007 and 2006, respectively, for the vesting of stock options. At December 31, 2007,
the Corporation had $4.2 million of unrecognized compensation costs related to stock optionsthat is expected to be
recognized over aweighted-average period of 24 months.
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The following table summarizes information about the Corporation’s restricted stock shares activity for 2007 and 2006.

Weighted Average

Restricted Stock Shares Grant Date Fair Value
Outstanding at December 31, 2005 72500 $ 28.70
Granted 92,300 33.50
Vested (15,000) 23.25
Forfeited (21,900) 32.78
Outstanding at December 31, 2006 127900 $ 32.11
Outstanding at December 31, 2006 127900 $ 32.11
Granted 118,250 33.70
Vested (45,716) 31.64
Forfeited (35,594) 33.19
Outstanding at December 31, 2007 164,840 $ 33.14

The Corporation amortizes the expense rel ated to restricted stock awards as compensation expense over the vesting
period. For performance-based restricted stock shares, the Corporation estimates the degree to which performance
conditions will be met to determine the number of shareswhich will vest and the related compensation expense prior to
the vesting date. Compensation expense is adjusted in the period such estimates change. At December 31, 2007, there
were no outstanding shares of performance-based restricted stock shares that will vest only if certain earnings per share
goals and service conditions are achieved.

Expense for restricted stock awards of approximately $2.0 million, $1.0 million, and $0.7 million was recorded for the years
ended December 31, 2007, 2006, and 2005, respectively. At December 31, 2007, the Corporation had $3.3 million of
unrecoghized compensation costs related to restricted stock shares that is expected to be recognized over the remaining
contractual termsthat extend to third quarter 2010.

The Corporation issues shares from treasury, when available, or new shares upon the exercise of stock options and
vesting of restricted stock shares. The Board of Directors has authorized management to repurchase shares of the
Corporation’s common stock in the market, to be made available for issuance in connection with the Corporation’s
employee incentive plans and for other corporate purposes. The repurchase of shareswill be based on market
opportunities, capital levels, growth prospects, and other investment opportunities.

Asdiscussed above, resultsfor prior periods have not been restated to reflect the effects of implementing SFAS 123R.
The following tableillustrates the effect on net income and earnings per share asif the Corporation had applied the fair
value recognition provisions of SFAS 123 to options granted under the Corporation’s stock option plans for the prior
period presented. For purposes of this pro formadisclosure, the fair value of the options was estimated using a Black-
Scholes option pricing model and amortized to expense over the options’ vesting periods. Under SFAS 123, the annual
expense allocation methodol ogy attributed a higher percentage of the reported expense to earlier yearsthan to later
years, resulting in accelerated expense recognition for pro forma disclosure
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purposes. In addition, given actions taken by management during 2005, the stock optionsissued in January 2005 fully
vested on June 30, 2005, and the stock optionsissued in December 2005 fully vested on the date of grant.

For the Year Ended
December 31,
2005
($in Thousands,
except per share

amounts)

Net income, as reported $ 320,161
Add: Stock-based employee compensation expenseincluded in reported

net income, net of related tax effects 399
Less: Total stock-based compensation expense determined under fair value

based method for all awards, net of related tax effects (12,717)
Net income, as adjusted $ 307,843
Basic earnings per share, as reported $ 245
Basic earnings per share, as adjusted $ 2.36
Diluted earnings per share, as reported $ 243
Diluted earnings per share, as adjusted $ 2.33

NOTE 12 RETIREMENT PLANS:

The Corporation has a noncontributory defined benefit retirement plan (the Retirement Account Plan ("RAP")) covering
substantialy all full-time employees. The benefits are based primarily on years of service and the employee's
compensation paid. Employees of acquired entities generally participate in the RAP after consummation of the business
combinations. The plans of acquired entities are typically merged into the RAP after completion of the mergers, and
credit isusually given to employees for years of service at the acquired institution for vesting and eligibility purposes.
In connection with the First Federal acquisition in October 2004, the Corporation assumed the First Federal pension plan
(the"First Federal Plan"). The First Federal Plan was frozen on December 31, 2004, and qualified participantsin the First
Federal Plan became eligible to participate in the RAP as of January 1, 2005. Additional discussion and information on
the RAP and the First Federal Plan are collectively referred to below as the "Pension Plan."

Associated also provides healthcare benefitsfor eligible retired employeesin its Postretirement Plan (the
"Postretirement Plan"). Retireeswho are at least 55 years of age with 10 years of service are eligible to participate in the
plan. Additionally, with the rise in healthcare costs for retirees under the age of 65, the Corporation changed its
postretirement benefits to include a subsidy for those employees who are at |east age 55 but less than age 65 with at
least 15 years of service as of January 1, 2007. This subsidy has been accounted for as a plan amendment and increased
the projected benefit obligation by $2.7 million in 2006. The Corporation has no plan assets attributabl e to the plan, and
funds the benefits as claims arise. The Corporation reserves the right to terminate or make changesto the plan at any
time.

Effective December 31, 2006, the Corporation adopted the provisions set forthin SFAS No. 158, "Employers
Accounting for Defined Benefit Pension and Other Postretirement Plans,” ("SFAS 158"). Results for periods prior to
2006 have not been restated to reflect the effects of adopting SFAS 158. The funded status and amounts recognized in
the 2007 and 2006 consolidated bal ance sheets, as measured on December 31, 2007 and 2006, respectively, for the
Pension and Postretirement Plans were asfollows.
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Changein Fair Value of Plan Assets

Fair value of plan assets at beginning of year
Actual gain on plan assets

Employer contributions

Gross benefits paid

Fair value of plan assets at end of year

Changein Benefit Obligation

Net benefit obligation at beginning of year

Service cost

Interest cost

Plan Amendments

Curtailments, Settlements, Special Termination Benefits
Actuarial (gain) loss

Gross benefits paid

Net benefit obligation at end of year
Funded status

Noncurrent assets
Current liabilities
Noncurrent liabilities

Asset (Liability) Recognized in the Consolidated Balance
Sheet

Pension Postretirement | Pension Postretirement
Plan Plan Plan Plan
2007 2007 | 2006 2006
($in Thousands)
$124551 $ — |$100,066 $ —
10,567 — 10,068 —
10,000 354 23,000 162
(9,187) (354) (8,583) (162)
$135931 $ — |$124,551 $ —
$107,425 $ 5747 1$101,485 $ 2,648
9,888 — 9,546 —
5,698 294 5,335 311
396 — — 2,717
_ _ 61 _
(6,214) (499) (419 233
(9,187) (354) (8,583) (162)
$108,006 $ 5,188 |$107,425 $ 5,747
$27925 $ (51898) |$ 17,126 $ (5,747)
$27925 $ — |$ 17126 $ —
— (590) — (583)
— (4,598) — (5,164)
$27925 $ (5,188) ‘$ 17126 $ (5,747)

Amounts recognized in accumul ated other comprehensive l0ss, net of tax, as of December 31, 2007 and 2006 follow:

Prior service cost
Net actuarial loss

Amount not yet recognized in net periodic benefit cost, but
recognized in accumul ated other comprehensive |0ss
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$ 446 $ 1,050 |$ 237 $ 1,288
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Other changes in plan assets and benefit obligations recognized in other comprehensive income ("OCI"), net of tax, in

2007 were asfollows:

Pension Plan

Postretirement Plan

2007 2007
($in Thousands)
Net gain $ 5769 ($ 498
Prior service cost (396) —
Amortization of prior service cost 47 395
Amortization of actuarial loss 844 —
Income tax benefit (2,506) (357)
Total Recognized in OCI $ 3758 |$ 536

The components of net periodic benefit cost for the Pension and Postretirement Plans for 2007, 2006, and 2005 were as
follows:

Pension Plan Postretirement Plan Pension Plan Postretirement Plan Pension Plan Postretirement Plan
2007 2007 2006 2006 2005 2005
($in Thousands)

Service cost $ 9888 $ — |$ 9546 $ — |$ 8962 $ —
Interest cost 5,698 294 5,335 311 5,343 148
Expected return on plan

assets (11,269) — (9,551) — (8,062) —
Amortization of:

Transition asset — — (88) — (324) —

Prior service cost 47 395 47 395 73 (15)

Actuarial loss 844 — 1,035 — 881 —
Total net periodic

benefit cost $ 5208 $ 689 |$ 6324 % 706 |$ 6873 % 133
Settlement charge — — 102 — 525 —
Total net pensioncost $ 5208 $ 689 |$ 6426 $ 706 |$ 7398 $ 133

Asof December 31, 2007, the estimated actuarial losses and prior service cost that will be amortized during 2008 from
accumul ated other comprehensive loss into net periodic benefit cost for the Pension Plan are $0.3 million and

$0.1 million, respectively. An estimated $0.4 million in prior service cost is expected to be amortized from accumul ated
other comprehensive loss into net benefit cost during 2008 for the Postretirement Plan.

Pension Plan Postretirement Plan  Pension Plan Postretirement Plan

2007 2007 2006 2006

Weighted average assumptions used to

deter mine benefit obligations:
Discount rate 6.00% 6.00% 5.50% 5.50%
Rate of increase in compensation levels 5.00 N/A 5.00 N/A
Weighted aver age assumptionsused to

determine net periodic benefit costs:
Discount rate 5.50% 5.50% 5.50% 5.50%
Rate of increase in compensation levels 5.00 N/A 5.00 N/A
Expected long-term rate of return on plan

assets 8.75 N/A 8.75 N/A
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The overall expected long-term rate of return on the Pension Plan assets was 8.75% as of both December 31, 2007 and
2006. The expected long-term rate of return was estimated using market benchmarks for equities and bonds applied to
the Pension Plan’s anticipated asset allocations. The expected return on equities was computed utilizing a valuation
framework, which projected future returns based on current equity valuations rather than historical returns.

Theinvestment objective for the Pension Plan isto maximizetotal return with atolerance for averagerisk. The plan hasa
diversified portfolio that will provide liquidity, current income, and growth of income and principal, with anticipated
asset allocation ranges of: equity securities 55-65%, debt securities 35-45%, and other cash equivalents 0-5%. The asset
allocation for the Pension Plan as of the December 31, 2007 and 2006 measurement dates, respectively, by asset

category were asfollows.

Asset Category 2007 2006
Equity securities 61% 60%
Debt securities 37 38
Other 2 _ 2
Total 100% 100%

The Corporation’s funding policy isto pay at |east the minimum amount required by the funding requirements of federal
law and regulations, with consideration given to the maximum funding amounts allowed. The Corporation contributed
$10 million to its Pension Plan during 2007 and $23 million during 2006. The Corporation regularly reviews the funding of
its Pension Plans. At thistime, the Corporation expects to make a contribution of up to $10 million in 2008.

The projected benefit payments for the Pension and Postretirement Plans at December 31, 2007, reflecting expected
future services, were asfollows. The projected benefit payments were cal culated using the same assumptions as those
used to calculate the benefit obligations listed above.

Pension Plan Postretirement Plan
($in Thousands)

Estimated future benefit payments:

2008 $ 9,728 $ 590
2009 9,660 607
2010 9,946 655
2011 10,468 624
2012 11,730 601
2013-2017 62,176 1,887

The health care trend rate is an assumption as to how much the plan’s medical costswill increase each year inthe
future. The health care trend rate assumption for pre-65 coverageis 9% for 2007, and 1% lower in each succeeding year,
to an ultimate rate of 5% for 2011 and future years. The health care trend rate assumption for post-65 coverage is 10%
for 2007, and 1% lower in each succeeding year, to an ultimate rate of 5% for 2012 and future years.

A one percentage point change in the assumed health care cost trend rate would have the following effect.

2007 2006
100 bp Increase 100 bp Decrease 100 bp Increase 100 bp Decr ease
($in Thousands)

Effect on total of service and interest cost $ 2 $ (20) $ 20 $ (19)
Effect on postretirement benefit obligation $ 363 $ (339 $ 370 $ (348)

The Corporation also has a401(k) and Employee Stock Ownership Plan (the "401(k) plan"). The Corporation’s
contribution is determined annually by the Compensation and Benefits Committee of the Board of Directors, based in
part on performance-driven formulas provided in the plan. Total expense related to contributionsto the 401(k) plan was
$6.1 million, $3.4 million, and $12.5 million in 2007, 2006, and 2005, respectively.
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NOTE 13 INCOME TAXES:
The current and deferred amounts of income tax expense (benefit) were as follows:

Y ears Ended December 31,
2007 2006 2005

($in Thousands)

Current:
Federal $120,623 $109,909 $144,053
State 3,353 3,589 6,329
Total current 123,976 113,498 150,382
Deferred:
Federal 7,048 16,412 (339)
State 2,418 3,224 (345)
Total deferred 9,466 19,636 (684)
Total income tax expense $133,442 $133,134 $149,698

Temporary differences between the amounts reported in the financial statements and the tax bases of assets and
liabilities resulted in deferred taxes. Deferred tax assets and liabilities at December 31 were asfollows:

2007 2006
($in Thousands)

Gross deferred tax assets:

Allowance for loan losses $ 81,498 $ 82,661

Accrued liabilities 3,002 4,158

Deferred compensation 19,160 18,942

Securities valuation adjustment 2,222 6,180

Benefit of tax loss carryforwards 29,337 23,311

Other 3,293 2,769
Total gross deferred tax assets 138,512 138,021
Valuation allowance for deferred tax assets (12,082) (7,689)

126,430 130,332
Gross deferred tax liabilities:

FHLB stock dividends 13,903 13,947
Prepaids 20,862 18,540
Intangible amortization 23,661 18,020
Mortgage banking activity 9,679 15,838
Deferred loan fee income 16,492 14,674
State income taxes 10,717 9,198
Leases 5,091 5,247
Other 5,879 5,256
Total gross deferred tax liabilities 106,284 100,720
Net deferred tax assets 20,146 29,612
Tax effect of unrealized loss (gain) related to available for sale securities (4,395) 438
Tax effect of unrealized loss related to pension and postretirement benefits 7,180 10,043
2,785 10,481

Net deferred tax assetsincluding tax effected items $ 22,931 $ 40,093
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For financial reporting purposes, avaluation allowance has been recognized to offset deferred tax assets related to state
net operating loss carryforwards of certain subsidiaries and other temporary differences due to the uncertainty that the
assetswill berealized. If it is subsequently determined that all or a portion of these deferred tax assetswill be realized,
the tax benefit for these itemswill be used to reduce deferred tax expense for that period. In addition, avaluation
allowance has been established through purchase accounting related to acquired net operating |oss carryforwards. If it
is subsequently determined that all or a portion of these deferred tax assets will be realized, the tax benefit for these
itemswill be used to reduce goodwill for that period.

At December 31, 2007, the valuation allowance for deferred tax assets of $12.1 million was rel ated to the deferred tax
benefit of tax loss carryforwards of $29.3 million, while at December 31, 2006, the valuation allowance for deferred tax
assets of $7.7 million was related to the deferred tax benefit of tax loss carryforwards of $23.3 million. The changesin the
valuation allowance related to net operating losses for 2007 and 2006 was as follows:

2007 2006

($in Thousands)
Valuation allowance for deferred tax assets, beginning of year $ 7,689 $10,085
Increase (decrease) attributed to net operating losses 4,393 (2,396)
Valuation allowance for deferred tax assets, end of year $12,082 $ 7,689

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assetsis dependent
upon the generation of future taxable income during the periods in which those temporary differences become
deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income,
and, if necessary, tax planning strategies in making this assessment. Based upon the level of historical taxableincome
and projectionsfor future taxable income over the period that the deferred tax assets are deductible, management
believesit is more likely than not the Corporation will realize the benefits of these deductible differences, net of the
existing valuation allowances at December 31, 2007 and 2006.

At December 31, 2007, the Corporation had state net operating losses of $364 million (of which, $59 million was acquired
from various acquisitions) and federal net operating losses of $1.6 million (of which, all was acquired from various
acquisitions) that will expire in the years 2008 through 2022.

The effective income tax rate differs from the statutory federal tax rate. The major reasonsfor this difference were as

follows:
2007 2006 2005

Federal income tax rate at statutory rate 35.0% 35.0% 35.0%
Increases (decreases) resulting from:

Tax-exempt interest and dividends 39 (3.0 (29

State income taxes (net of federal income taxes) 09 10 10

Other 02 (4 (12
Effective incometax rate 31.8% 29.6% 31.9%

Savings banks acquired by the Corporation in 1997 and 2004 qualified under provisions of the Internal Revenue Code
that permitted them to deduct from taxable income an allowance for bad debts that differed from the provision for such
losses charged to income for financial reporting purposes. Accordingly, no provision for income taxes has been made
for $100.3 million of retained income at December 31, 2007. If income taxes had been provided, the deferred tax liability
would have been approximately $40.3 million. Management does not expect this amount to become taxable in the future,
therefore, no provision for income taxes has been made.

The Corporation and its subsidiaries fileincome tax returnsin the U.S. federal jurisdiction and various states
jurisdictions. The Corporation’sfederal income tax returns are open and subject to examination from the 2000 tax return
year and forward, while the Corporation’s various state income tax returns are generally open and subject to
examination from the 1999 and | ater tax return years based on individual state statutes of limitation.
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The Corporation adopted the provisions of FIN 48 effective January 1, 2007, resulting in no cumul ative effect
adjustment to retained earnings as of the date of adoption. A reconciliation of the beginning and ending amount of
unrecognized tax benefitsis asfollows:

($in Millions)
Balance at January 1, 2007 $ 29
Changesin tax positions for prior years —
Additions based on tax positionsrelated to current year 10
Settlements —
Statute expiration (@)
Balance at December 31, 2007 $ 38

The total amount of unrecognized tax benefitsthat, if recognized, would affect the effective tax rate is $26 million.

The Corporation recognizes interest and penalties accrued related to unrecognized tax benefitsin the income tax
expense line of the consolidated statements of income. As of December 31, 2007, the Corporation had $6 million of
interest and penalties (including $0.5 million of interest accrued during 2007) on unrecognized tax benefits of which
$4 million had an impact on the effective tax rate. Management does not anticipate significant adjustments to the total
amount of unrecognized tax benefits within the next twelve months.

NOTE 14 COMMITMENTS, OFF-BALANCE SHEET ARRANGEMENTS, AND CONTINGENT LIABILITIES:

The Corporation utilizes avariety of financial instrumentsin the normal course of business to meet the financial needs
of its customers and to manage its own exposure to fluctuationsin interest rates. These financial instrumentsinclude
lending-related and other commitments (see below) and derivative instruments (see Note 15).

Lending-related Commitments

Asafinancial services provider, the Corporation routinely entersinto commitments to extend credit. Such commitments
are subject to the same credit policies and approval process accorded to loans made by the Corporation, with each
customer’s creditworthiness evaluated on a case-by-case basis. The commitments generally have fixed expiration dates
or other termination clauses and may require the payment of afee. The Corporation’s exposure to credit lossin the
event of nonperformance by the other party to these financial instrumentsis represented by the contractual amount of
those instruments. The amount of collateral obtained, if deemed necessary by the Corporation upon extension of credit,
is based on management’s credit evaluation of the customer. Since a significant portion of commitmentsto extend credit
expire without being drawn upon, the total commitment amounts do not necessarily represent future cash flow
reguirements.

Lending-related commitments include commitments to extend credit, commitments to originate residential mortgage
loans held for sale, commercia letters of credit, and standby letters of credit. Commitments to extend credit are
agreementsto lend to customers at predetermined interest rates, aslong as thereis no violation of any condition
established in the contracts. Commitments to originate residential mortgage loans held for sale and forward
commitmentsto sell residential mortgage loans are considered derivative instruments, and the fair value of these
commitmentsis recorded on the consolidated balance sheets. The Corporation’s derivative and hedging activity is
further described in Note 15. Commercial and standby letters of credit are conditional commitmentsissued to guarantee
the performance of a customer to athird party. Commercial letters of credit areissued specifically to facilitate commerce
and typically result in the commitment being drawn on when the underlying transaction is consummated between the
customer and the third party, while standby letters of credit generally are contingent upon the failure of the customer to
perform according to the terms of the underlying contract with the third party.

Thefollowing isasummary of lending-related commitments at December 31.
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2007 2006
($in Thousands)

Commitments to extend credit, excluding commitmentsto originate residential mortgage

loans held for sale (1)(2) $6,603,204  $6,067,120
Commercia letters of credit(1) 30,495 22,568
Standby letters of credit(3) 628,760 608,352

(1) These off-balance sheet financial instruments are exercisable at the market rate prevailing at the date the underlying transaction
will be completed and, thus, are deemed to have no current fair value, or the fair value is based on fees currently charged to enter
into similar agreements and is not material at December 31, 2007 or 2006.

(2) Commitments to originate residential mortgage loans held for sale are considered derivative instruments and are disclosed in
Note 15.

(3) The Corporation has established aliability of $3.7 million and $4.8 million at December 31, 2007 and 2006, respectively, as an
estimate of the fair value of these financial instruments.

Other Commitments

The Corporation has principal investment commitments to provide capital-based financing to private and public
companies through either direct investments in specific companies or through investment funds and partnerships. The
timing of future cash requirements to fund such commitmentsis generally dependent on the investment cycle, whereby
privately held companies are funded by private equity investors and ultimately sold, merged, or taken public through an
initial offering, which can vary based on overall market conditions, as well as the nature and type of industry in which
the companies operate. The Corporation also investsin low-income housing, small-business commercial real estate, and
historic tax credit projects to promote the revitalization of low-to-moderate-income neighborhoods throughout the local
communities of its bank subsidiary. Asalimited partner in these unconsolidated projects, the Corporation is allocated
tax credits and deductions associated with the underlying projects. As of December 31, 2007, the Corporation’s
commitment for all these investments was $59 million (of which, $30 million was funded), while at December 31, 2006, the
Corporation’s commitment for all these investments was $40 million (of which, $18 million was funded). The aggregate
carrying value of these investments at December 31, 2007, was $26 million, included in other assets on the consolidated
bal ance sheets, compared to $15 million at December 31, 2006.

Contingent Liabilities

In the ordinary course of business, the Corporation may be named as defendant in or be a party to various pending and

threatened legal proceedings. Since it may not be possible to formulate a meaningful opinion asto the range of possible
outcomes and plaintiffs' ultimate damage claims, management cannot estimate the specific possible loss or range of loss
that may result from these proceedings. Management believes, based upon current knowledge, that liabilities arising out
of any such current proceedingswill not have amaterial adverse effect on the consolidated financial position, results of

operations or liquidity of the Corporation.

During the fourth quarter of 2007, Visaannounced that it had reached a settlement regarding certain litigation with
American Expresstotaling $2.1 billion. Visaalso disclosed in its annual report filed during the fourth quarter of 2007, a
$650 million liability related to pending litigation with Discover, aswell as potential additional exposurefor similar
pending litigation related to other lawsuits against Visa (for which Visa has not recorded a liability). Asaresult of the
indemnification agreement established as part of Visa s restructuring transactionsin October 2007, banks with a
membership interest, including the Corporation, have obligationsto share in certain losses with Visa, including these
litigation matters. Accordingly, during the fourth quarter of 2007, the Corporation recorded a $2.3 million reserve and a
corresponding charge to other noninterest expense for unfavorable litigation losses related to Visa, estimated in
accordance with SFAS 5, "Accounting for Contingencies," ("SFAS5") and FIN 45, "Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others — an interpretation
of FASB Statements No. 5, 57, and 107 and rescission of FASB Interpretation No. 34" ("FIN 45").

Residential mortgage |oans sold to others are predominantly conventional residential first lien mortgages originated
under our usual underwriting procedures, and are most often sold on a nonrecourse basis. The Corporation’s
agreements to sell residential mortgage loans in the normal course of business usually require certain representations
and warranties on the underlying loans sold, related to credit information, loan documentation, collateral,
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and insurability, which if subsequently are untrue or breached, could require the Corporation to repurchase certain
loans affected. There have been insignificant instances of repurchase under representations and warranties. To amuch
lesser degree, the Corporation may sell residential mortgage loans with limited recourse (limited in that the recourse
period ends prior to the loan’s maturity, usually after certain time and/or loan paydown criteria have been met), whereby
repurchase could be required if the loan had defined delinguency issues during the limited recourse periods. At
December 31, 2007, and December 31, 2006, there were approximately $61 million and $62 million, respectively, of
residential mortgage loans sold with such recourse risk, upon which there have been insignificant instances of
repurchase. Given that the underlying loans delivered to buyers are predominantly conventional residential first lien
mortgages originated or purchased under our usual underwriting procedures, and that historical experience shows
negligible losses and insignificant repurchase activity, management believes that |osses and repurchases under the
limited recourse provisionswill continue to be insignificant.

In October 2004, the Corporation acquired athrift. Prior to the acquisition, this thrift retained a subordinate position to
the FHLB in the credit risk on the underlying residential mortgage loansit sold to the FHL B in exchange for a monthly
credit enhancement fee. The Corporation has not sold loans to the FHL B with such credit risk retention since February
2005. At December 31, 2007 and December 31, 2006, there were $1.5 billion and $1.8 billion, respectively, of such
residential mortgage loans with credit risk recourse, upon which there have been negligible historical lossesto the
Corporation.

NOTE 15 DERIVATIVE AND HEDGING ACTIVITIES:

The Corporation uses derivative instruments primarily to hedge the variability in interest payments or protect the value
of certain assets and liabilities recorded on its consolidated balance sheet from changesin interest rates. The
predominant derivative and hedging activitiesinclude interest rate swaps, interest rate caps, interest rate collars, and
certain mortgage banking activities. The contract or notional amount of aderivativeis used to determine, along with the
other terms of the derivative, the amounts to be exchanged between the counterparties. Because the contract or
notional amount does not represent amounts exchanged by the parties, it is not a measure of loss exposure related to
the use of derivatives nor of exposureto liquidity risk. The Corporation is exposed to credit risk in the event of
nonperformance by counterparties to financial instruments. Asthe Corporation generally entersinto transactions only
with high quality counterparties, no losses with counterparty nonperformance on derivative financial instruments have
occurred. Further, the Corporation obtains collateral and uses master netting arrangements when available. To mitigate
the counterparty risk, interest rate swap agreements generally contain language outlining collateral pledging
requirements for each counterparty. Collateral must be posted when the market value exceeds a certain threshold. The
Corporation was not required to pledge any collateral for swap agreements at either December 31, 2007 or 2006. The
threshold limits are determined from the credit ratings of each counterparty. Upgrades or downgrades to the credit
ratings of either counterparty would lower or raise the threshold limits. Market risk isthe adverse effect on the value of
afinancial instrument that results from achange in interest rates, currency exchange rates, or commodity prices. The
market risk associated with interest rate contracts is managed by establishing and monitoring parameters that limit the
types and degree of market risk that may be undertaken.

Interest rate swap contracts are entered into primarily as an asset/liability management strategy of the Corporation to
modify interest rate risk, while an interest rate cap or collar is an interest rate protection instrument. The customer
swaps, caps, and collars are entered into to service the customers' needs. The Corporation simultaneously entersinto
offsetting derivative instruments, i.e. mirror interest rate swaps, caps, and collars, with third parties to manage its
interest rate risk associated with customer swaps, caps, or collars. Interest rate swap contracts are exchanges of interest
payments, such as fixed rate payments for floating rate payments, based on anotional principal amount. Payments
related to the Corporation’s swap contracts are made monthly, quarterly, or semi-annually by one of the parties,
depending on the specific terms of the related contract. The primary risk associated with all swapsisthe exposure to
movementsin interest rates and the ability of the counterparties to meet the terms of the contract. Interest rate floors,
caps, and collars are interest rate protection instruments that involve the payment from the seller to the buyer of an
interest differential. This differential represents the difference between a short-term rate (e.g., six-month LIBOR) and an
agreed upon rate (the strike rate) applied to anotional principal amount. By buying a cap, the Corporation will be paid
the differential by a counterparty should the short-term rate rise above the strike level of the agreement. In contrast, by
buying afloor, the Corporation will be paid the differential by a counterparty should the
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short-term rate fall below the strike level of the agreement. The primary risk associated with purchased floors and capsis
the ability of the counterparties to meet the terms of the agreement.

The Corporation recognized ineffectiveness of $0.6 million in 2007 (which increased net interest income), relating to the
Corporation’sfair value hedges of along-term, fixed-rate subordinated debenture. Subsequent to December 31, 2007,
the Corporation’s fair value hedges of thislong-term, fixed-rate subordinated debenture were called, with an effective
datein thefirst quarter of 2008, and accordingly, this has not been reflected in the consolidated financial statementsfor
year-end 2007. In 2006, the Corporation recognized combined ineffectiveness of $1.1 million (which increased net
interest income) relating to the Corporation’ s fair value hedges of long-term, fixed-rate commercial loans and along-
term, fixed-rate subordinated debenture. No components of the derivatives changein fair value were excluded from the
assessment of hedge effectiveness. Prior to March 31, 2006, the Corporation had been using the short cut method of
assessing hedge effectiveness for afair value hedge with $175 million notional balance hedging along-term, fixed-rate
subordinated debenture. Effective March 31, 2006, the Corporation de-designated the hedging relationship under the
short cut method and re-designated the hedging relationship under along-haul method utilizing the same instruments.
In December 2006, the Corporation terminated all swaps hedging long-term, fixed-rate commercial loans for anet gain of
approximately $0.8 million.

In addition to the fair value hedges noted above, in September 2007, the Corporation entered into an interest rate swap
accounted for as a cash flow hedge which hedges the interest rate risk in the cash flows of along-term, variable-rate
FHLB advance. Hedge effectivenessis determined using regression analysis. The ineffective portion of the cash flow
hedge recorded through the consolidated statements of income in 2007 was immaterial. No components of the
derivatives changein fair value were excluded from the assessment of hedge effectiveness. Derivative gains and losses
reclassified from accumulated other comprehensive income to current period earnings are included in interest expense
on long-term funding, i.e. the line item in which the hedged cash flows are recorded. At December 31, 2007, accumulated
other comprehensive income included a deferred after-tax net loss of $1.2 million related to this derivative. The net after-
tax derivative loss included in accumulated other comprehensive income at December 31, 2007, is projected to be
reclassified into net interest income in conjunction with the recognition of interest payments on the long-term, variable-
rate FHL B advance through June 2009.

Thetable below identifies the Corporation’s derivative instruments, excluding mortgage derivatives, at December 31,
2007 and 2006, as well as which instruments receive hedge accounting treatment. Included in the table for both
December 31, 2007 and 2006, were customer interest rate swaps and interest rate caps for which the Corporation has
mirror swaps and caps. Also included in the table below at December 31, 2007, were customer interest rate collars for
which the Corporation has mirror collars. The fair value of these customer swaps, caps, and collars and of the mirror
swaps, caps, and collarsis recorded in earnings and the net impact for 2007 and 2006 was immaterial.

Notional  Fair Value Weighted Average
December 31, 2007 Amount Gain/(Loss) Receive Rate Pay Rate Maturity
($in Thousands)
Swaps — receive fixed / pay variable(1) $175,000 $ (50) 7.63% 6.01% 298 months
Swaps — receive variable/ pay fixed(2) 200,000 (1,972) 4.74% 4.42% 18 months
Customer and mirror swaps(3) 758,376 — 4.92% 492% 62 months
Customer and mirror caps(3) 42,314 — — — 15 months
Customer and mirror collars(3) 56,503 — — — 54 months

(1) Fair value hedge accounting is applied on $175 million notional, which hedges a long-term, fixed-rate subordinated debenture.

(2) Cash flow hedge accounting is applied on $200 million notional, which hedges the interest rate risk in the cash flows of along-
term, variable-rate FHLB advance.

(3) Hedge accounting is not applied on $857 million notional of interest rate swaps, caps, and collars entered into with our customers
whose value changes are offset by mirror swaps, caps, and collars entered into with third parties.

Notional  Fair Value Weighted Average
December 31, 2006 Amount Gain/(Loss) Receive Rate Pay Rate Maturity
($in Thousands)
Swaps — receive fixed / pay variable(4) $175,000 $ (979) 7.63% 6.38% 310 months
Customer and mirror swaps(5) 434,178 — 4.91% 491% 63 months
Customer and mirror caps(5) 22,197 — — — 32 months
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(4) Fair value hedge accounting is applied on $175 million notional, which hedges a long-term, fixed-rate subordinated debenture.

(5) Hedge accounting is not applied on $456 million notional of interest rate swaps and caps entered into with our customers whose

value changes are offset by mirror swaps and caps entered into with third parties.

For the mortgage derivatives, which are not included in the table above and are not accounted for as hedges, changes
in thefair value are recorded to mortgage banking, net. The fair value of the mortgage derivatives at December 31, 2007,
was anet loss of $1.1 million, compared to a net loss of $0.7 million at December 31, 2006, with the change of $0.4 million
decreasing net mortgage banking income for 2007. The $1.1 million net fair value loss for mortgage derivatives at
December 31, 2007, was composed of the net loss on commitments to sell approximately $199 million of loansto various
investors and the net loss on commitments to fund approximately $118 million of loansto individual borrowers. The
$0.7 million net fair value loss for mortgage derivatives at December 31, 2006 was composed of the net gain on
commitments to sell approximately $138 million of loansto variousinvestors and the net loss on commitments to fund
approximately $91 million of loansto individual borrowers.

NOTE 16 PARENT COMPANY ONLY FINANCIAL INFORMATION:

Presented below are condensed financial statementsfor the Parent Company:

ASSETS

Cash and due from banks

Notes receivable from subsidiaries
Investment in subsidiaries

Other assets

Total assets

LIABILITIESAND STOCKHOLDERS EQUITY
Short-term borrowings

L ong-term funding

Accrued expenses and other liabilities

Total liahilities

Stockholders' equity

Total liabilities and stockholders' equity

BALANCE SHEETS
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2007

2006

($in Thousands)

$ 2189 $ 413
131,947 280,852
2,543,595 2,411,361
148,901 130,583
$2,826,632  $2,823,209
$ 35000 $ 115,000
415,927 415,710
46,000 47,006
496,927 577,716
2,329,705 2,245,493
$2,826,632  $2,823,209
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STATEMENTSOF INCOME

For the Years Ended December 31,
2007 2006 2005

($in Thousands)

INCOME
Dividends from subsidiaries $273,000 $354,000 $243,000
Management and service fees from subsidiaries 64,212 59,515 45,905
Interest income on notes receivable 17,830 22,325 16,505
Other income 2,287 21,964 7,088
Total income 357,329 457,804 312,498
EXPENSE
Interest expense on borrowed funds 34,099 32,404 22,700
Provision for loan losses — (1,455) —
Personnel expense 36,623 33,190 31,210
Other expense 25,563 19,047 22,408
Total expense 96,285 83,186 76,318
Income before income tax expense (benefit) and equity in

undistributed income 261,044 374,618 236,180
Income tax expense (benefit) (4,955) 7,450 (4,953)
Income before equity in undistributed net income of subsidiaries 265,999 367,168 241,133
Equity in undistributed net income of subsidiaries 19,753 (50,523) 79,028
Net income $285,752 $316,645 $320,161
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STATEMENTSOF CASH FLOWS

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash provided by operating
activities:
(Increase) decrease in equity in undistributed net income of subsidiaries
Depreciation and amortization
(Gain) loss on sales of investment securities, net
Gain on sales of assets, net
Increase in interest receivable and other assets
Increase (decrease) in interest payable and other liabilities
Excesstax benefit from stock-based compensation
Capital contributed to subsidiaries
Net cash provided by operating activities
INVESTING ACTIVITIES
Proceeds from sales of investment securities
Purchase of investment securities
Net cash paid in acquisition of subsidiary
Net (increase) decrease in notes receivable
Purchase of other assets, net of disposals

Net cash provided by (used in) investing activities

FINANCING ACTIVITIES

Net increase (decrease) in short-term borrowings
Net decrease in long-term funding

Cash dividends

Proceeds from exercise of stock options

Purchase of common stock

Settlement of employee stock ownership plan
Excesstax benefit from stock-based compensation

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

NOTE 17 FAIR VALUE OF FINANCIAL INSTRUMENTS:

For the Years Ended December 31,

2007 2006 2005
($in Thousands)

$285,752  $ 316,645 $ 320,161
(19,753) 50,523 (79,028)
371 356 465
809 (19,105) (2,873)
— (622) —
(12,181) (11,914) (22,422)
(814) (7,307) 5471
(1,879) (3,248) —
(95) (50) (50)
252,210 325,278 221,724
168 20,730 10,117
(2,693) (550) —
(46,475) — (14,881)
151,661 (42,675) 20,758
(6,977) (4,723) (146)
95,684 (27,218) 15,848
(80,000) 90,000 12,000
— — (14,000)
(155,809) (151,235) (138,966)
21,672 29,869 18,702
(133,860) (266,191) (114,812)
— (4,099) —
1,879 3,248 —
(346,118) (298,408) (237,076)
1,776 (348) 496
413 761 265
$ 2189 $ 413 $ 761

The Corporation is required to disclose estimated fair values for itsfinancial instruments. Fair value estimates, methods,

and assumptions are set forth below for the Corporation’s financial instruments.
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The estimated fair values of the Corporation’s financial instruments on the balance sheet at December 31 were as
follows:

2007 2006

Carrying Carrying
Amount Fair Value Amount Fair Value

($in Thousands)

Financial assets:

Cash and due from banks $ 553031 $ 553031 $ 458344 $ 458,344
Interest-bearing depositsin other financial institutions 11,671 11,671 10,505 10,505
Federal funds sold and securities purchased under
agreementsto resell 22,447 22,447 13,187 13,187
Accrued interest receivable 109,088 109,088 114,298 114,298
Interest rate swap, cap, and collar agreements(1) 16,116 16,116 3,284 3,284
Investment securities available for sale 3,543,019 3,543,019 3,436,621 3,436,621
Loans held for sale 94,441 94,441 370,758 370,758
Loans 15,516,252 15,636,018 14,881,526 14,845,311
Bank owned life insurance 491,294 491,294 419,718 419,718
Financial liabilities:
Deposits 13,973,913 13,995,258 14,316,071 14,316,071
Accrued interest payable 39,382 39,382 45,922 45,922
Short-term borrowings 3,226,787 3,226,787 2,042,685 2,042,685
Long-term funding 1,864,771 1,881,852 2,071,142 2,068,211
Interest rate swap, cap, and collar agreements(1) 18,138 18,138 4,263 4,263
Standby letters of credit(2) 3,692 3,692 4,797 4,797
Commitments to originate residential
mortgage loans held for sale 590 590 923 923
Forward commitmentsto sell residential mortgage loans 477 477 (207) (207)

(1) At December 31, 2007 and 2006, the notional amount of non-trading interest rate swap agreements was $0.4 billion and
$0.2 billion, respectively. See Note 15 for information on the fair value of derivative financial instruments.

(2) The commitment on standby letters of credit was $0.6 billion at both December 31, 2007 and 2006. See Note 14 for additional
information on the standby letters of credit and for information on the fair value of lending-related commitments.

Cash and due from banks, inter est-bearing depositsin other financial institutions, federal funds sold and securities
purchased under agreementsto resell, and accrued interest receivable—For these short-term instruments, the carrying
amount is areasonabl e estimate of fair value.

I nvestment securities available for sale—The fair value of investment securities available for sale, with certain
exceptions noted, is estimated based on bid prices published in financial newspapers or bid quotations received from
securities dealers. Thefair value of certain state and municipal securitiesis not readily available through market sources
other than dealer quotations, so fair value estimates are based on quoted market prices of similar instruments, adjusted
for differences between the quoted instruments and the instruments being valued. The carrying amount is areasonable
fair value estimate for Federal Reserve and FHLB stock given their "restricted" nature.

Loansheld for sale—Fair value is estimated using the prices of the Corporation’s existing commitmentsto sell such
loans and/or the quoted market prices for commitmentsto sell similar loans.
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L oans—Fair values are estimated for portfolios of loans with similar financial characteristics. Loans are segregated by
type such as commercial, financial, and agricultural, real estate construction, commercial real estate, lease financing,
residential mortgage, home equity, and other installment. The fair value of loansis estimated by discounting the future
cash flows using the current rates at which similar loans would be made to borrowers with similar credit ratings and for
similar maturities.

Bank owned lifeinsurance—Thefair value of bank owned life insurance approximates the carrying amount, because
upon liquidation of these investments, the Corporation would receive the cash surrender value which equals the
carrying amount.

Deposits—Thefair value of deposits with no stated maturity such as noninterest-bearing demand deposits, savings,
interest-bearing demand deposits, and money market accounts, is equal to the amount payable on demand as of
December 31. Thefair value of certificates of deposit is based on the discounted value of contractual cash flows. The
discount rate is estimated using the rates currently offered for deposits of similar remaining maturities.

Accrued interest payable and short-term borrowings - For these short-term instruments, the carrying amount isa
reasonabl e estimate of fair value.

L ong-term funding—Rates currently available to the Corporation for debt with similar terms and remaining maturities
are used to estimate the fair value of existing borrowings.

Interest rate swap, cap, and collar agreements—The fair value of interest rate swap, cap, and collar agreementsis
obtained from dealer quotes. These values represent the estimated amount the Corporation would receive or pay to
terminate the agreements, taking into account current interest rates and, when appropriate, the current creditworthiness
of the counterparties.

Standby letters of credit—The fair value of standby letters of credit represent deferred fees arising from the related off-
balance sheet financial instruments. These deferred fees approximate the fair value of these instruments and are based
on several factors, including the remaining terms of the agreement and the credit standing of the customer.

Commitmentsto originate residential mortgage loans held for sale—The fair value of commitmentsto originate
residential mortgage loans held for saleis estimated by comparing the Corporation’s cost to acquire mortgages and the
current price for similar mortgage loans, taking into account the terms of the commitments and the creditworthiness of
the counterparties.

Forward commitmentsto sell residential mortgage loans—The fair value of forward commitmentsto sell residential
mortgage loans is the estimated amount that the Corporation would receive or pay to terminate the forward delivery
contract at the reporting date based on market prices for similar financial instruments.

Limitations—Fair val ue estimates are made at a specific point in time, based on relevant market information and
information about the financial instrument. These estimates do not reflect any premium or discount that could result
from offering for sale at one time the Corporation’s entire holdings of a particular financial instrument. Because no
market exists for asignificant portion of the Corporation’s financial instruments, fair value estimates are based on
judgments regarding future expected 10ss experience, current economic conditions, risk characteristics of various
financial instruments, and other factors. These estimates are subjective in nature and involve uncertainties and matters
of significant judgment and, therefore, cannot be determined with precision. Changes in assumptions could significantly
affect the estimates.

NOTE 18 REGULATORY MATTERS:

Restrictionson Cash and Due From Banks

The Corporation’s bank subsidiary isrequired to maintain certain vault cash and reserve balances with the Federal
Reserve Bank to meet specific reserve requirements. These requirements approximated $64 million at December 31, 2007.

Regulatory Capital Requirements

The Corporation and its subsidiary bank are subject to various regulatory capital requirements administered by the
federal banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory and possible
additional discretionary actions by regulators that, if undertaken, could have adirect material effect on the
Corporation’sfinancial statements. Under capital adequacy guidelines and the regulatory framework for prompt

108




Table of Contents

corrective action, the Corporation must meet specific capital guidelines that involve quantitative measures of the
Corporation’s assets, liabilities, and certain off-balance sheet items as cal culated under regulatory accounting practices.
The Corporation’s capital amounts and classification are also subject to qualitative judgments by the regulators about
components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adegquacy require the Corporation to maintain
minimum amounts and ratios (set forth in the table below) of total and tier 1 capital (as defined in the regulations) to risk-
weighted assets (as defined), and of tier 1 capital (as defined) to average assets (as defined). Management believes, as
of December 31, 2007 and 2006, that the Corporation meets all capital adegquacy requirementsto which it is subject.

As of December 31, 2007 and 2006, the most recent notifications from the Office of the Comptroller of the Currency and
the Federal Deposit Insurance Corporation categorized the subsidiary bank aswell capitalized under the regulatory
framework for prompt corrective action. To be categorized as well capitalized, the subsidiary bank must maintain
minimum total risk-based, tier 1 risk-based, and tier 1 leverage ratios as set forth in the table. There are no conditions or
events since that notification that management believes have changed the institutions’ category. The actual capital
amounts and ratios of the Corporation and its significant subsidiary are presented below. No deductions from capital
were made for interest rate risk in 2007 or 2006.

ToBeWell Capitalized

For Capital Adequacy Under Prompt Corrective
Actual Purposes Action Provisions:(2)
($1n Thousands) Amount Ratio(1) Amount Ratio(1) Amount Ratio(1)
As of December 31, 2007:
Associated Banc-Corp
Total Capital $1,888,346 10.92% $1,383,408 38.00%
Tier 1 Capital 1,566,872 9.06 691,704 34.00%
Leverage 1,566,872 7.83 800,474 34.00%
Associated Bank, N.A
Total Capital $1,706,518 10.04 $1,359,997 $8.00% $1,699,997 310.00%
Tier 1 Capital 1,513,235 8.90 679,999 34.00% 1,019,998 3 6.00%
Leverage 1,513,235 7.63 793,289 34.00% 991,612 3 5.00%
As of December 31, 2006:
Associated Banc-Corp
Total Capital $1,955,035 11.92% $1,312,644 38.00%
Tier 1 Capital 1,546,037 9.42 656,322 34.00%
Leverage 1,546,037 7.82 790,981 34.00%
Associated Bank, N.A
Total Capital $1,735,040 10.80 $1,285,516 $8.00% $1,606,895 310.00%
Tier 1 Capital 1,457,306 9.07 642,758 34.00% 964,137 3 6.00%
Leverage 1,457,306 7.48 779,833 34.00% 974,791 3 5.00%

(1) — Total Capital ratio is defined astier 1 capital plustier 2 capital divided by total risk-weighted assets. The Tier 1 Capital ratio is
defined astier 1 capital divided by total risk-weighted assets. The leverage ratio is defined as tier 1 capital divided by the most
recent quarter’s average total assets.

(2) — Prompt corrective action provisions are not applicable at the bank holding company level.

NOTE 19 EARNINGSPER SHARE:

Basic earnings per share are calculated by dividing net income by the weighted average number of common shares
outstanding. Diluted earnings per share are calculated by dividing net income by the weighted average number of
shares adjusted for the dilutive effect of outstanding stock options and, having alesser impact, unvested restricted
stock and unsettled share repurchases. Presented below are the cal culations for basic and diluted earnings per share.
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For the Years Ended December 31,

2007 2006 2005
(In thousands, except per share
data)

Net income $285,752 $316,645 $320,161
Weighted average shares outstanding 127,408 132,006 130,554
Effect of dilutive stock awards and unsettled share repurchases 1,020 1,126 1,377
Diluted weighted average shares outstanding 128,428 133,132 131,931
Basic earnings per share $ 224 $ 240 $ 245
Diluted earnings per share $ 223 $ 238 $ 243

NOTE 20 SEGMENT REPORTING:

Selected financial and descriptive information is required to be provided about reportable operating segments,
considering a"management approach" concept as the basis for identifying reportable segments. The management
approach is based on the way that management organizes the segments within the enterprise for making operating
decisions, allocating resources, and assessing performance. Conseguently, the segments are evident from the structure
of the enterprise’sinternal organization, focusing on financial information that an enterprise’s chief operating decision-
makers use to make decisions about the enterprise’ s operating matters.

The Corporation’s primary segment is banking, conducted through its bank and lending subsidiaries. For purposes of
segment disclosure, as allowed by the governing accounting statement, these entities have been combined as one
segment that have similar economic characteristics and the nature of their products, services, processes, customers,
delivery channels, and regulatory environment are similar. Banking consists of lending and deposit gathering (aswell as
other banking-related products and services) to businesses, governments, and consumers (including mortgages, home
equity lending, and card products) and the support to deliver, fund, and manage such banking services.

The wealth management segment provides products and a variety of fiduciary, investment management, advisory, and
Corporate agency servicesto assist customersin building, investing, or protecting their wealth, including insurance,
brokerage, and trust/asset management. The other segment includes intersegment eliminations and residual revenues
and expenses, representing the difference between actual amountsincurred and the amounts allocated to operating
segments.

The accounting policies of the segments are the same as those described in Note 1. Selected segment information is
presented below.
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Wealth
Banking M anagement Other Consolidated Total
($in Thousands)
2007
Net interest income $ 643306 $ 507 $ — $ 643,813
Provision for |oan losses 34,509 — — 34,509
Noninterest income 259,259 107,473 (3,884) 362,848
Depreciation and amortization 48,314 1,695 — 50,009
Other noninterest expense 435,255 71,578 (3,884) 502,949
Income taxes 119,559 13,883 — 133,442
Net income $ 264928 $ 20824 % — $ 285,752
Percent of consolidated net income 93% 7% —% 100%
Total assets $21,527,456 $ 110,105  $(45478) $ 21,592,083
Percent of consolidated total assets 100% —% —% 100%
Total revenues* $ 902565 $ 107980 $ (3884) $ 1,006,661
Percent of consolidated total revenues 90% 10% —% 100%
2006
Net interest income $ 669047 $ 502 $ — 3 669,549
Provision for loan losses 19,056 — — 19,056
Noninterest income 217,160 101,904 (3,163) 315,901
Depreciation and amortization 51,562 1,906 — 53,468
Other noninterest expense 397,003 69,307 (3,163) 463,147
Incometaxes 120,657 12,477 — 133,134
Net income $ 297929 $ 18,716  $ — 3 316,645
Percent of consolidated net income 94% 6% —% 100%
Total assets $20,797,528 $ 04931 $(3L,075) $ 20,861,384
Percent of consolidated total assets 100% —% —% 100%
Total revenues* $ 886207 $ 102,406 $ (3,163) $ 985,450
Percent of consolidated total revenues 90% 10% —% 100%
2005
Net interest income $ 671,959 $ 2% % — $ 672,255
Provision for |oan |osses 13,019 — — 13,019
Noninterest income 224,190 92,776 (2,746) 314,220
Depreciation and amortization 52,449 2,307 — 54,756
Other noninterest expense 389,694 61,893 (2,746) 448,841
Income taxes 138,149 11,549 — 149,698
Net income $ 302838 $ 17323  $ — $ 320,161
Percent of consolidated net income 95% 5% —% 100%
Total assets $22,036,581 $ 90,055 $(26,554) $ 22,100,082
Percent of consolidated total assets 100% —% —% 100%
Total revenues* $ 896,149 $ 93072 $(2,746) $ 986,475
Percent of consolidated total revenues 91% 9% —% 100%

* Total revenues for this segment disclosure are defined to be the sum of net interest income plus noninterest income, net of mortgage
servicing rights amortization.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Associated Banc-Corp:

We have audited the accompanying consolidated balance sheets of Associated Banc-Corp and subsidiaries as of
December 31, 2007 and 2006, and the related consolidated statements of income, changesin stockholders’ equity, and
cash flows for each of the yearsin the three-year period ended December 31, 2007. These consolidated financial
statements are the responsibility of the Company’s management. Our responsibility isto express an opinion on these
consolidated financial statements based on our audits.

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Associated Banc-Corp and subsidiaries as of December 31, 2007 and 2006, and the results of their
operations and their cash flows for each of the yearsin the three-year period ended December 31, 2007, in conformity
with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), Associated Banc-Corp’'sinternal control over financial reporting as of December 31, 2007, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO), and our report dated February 27, 2008 expressed an unqualified opinion on the
effectiveness of the Company’sinternal control over financial reporting.

KPMe L

KPMG LLP
Chicago, lllinois
February 27, 2008
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ITEM 9. CHANGESIN AND DISAGREEMENTSWITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLSAND PROCEDURES

The Corporation maintains disclosure controls and procedures as required under Rule 13a-15(¢€) and Rule 15d-15(€)
promulgated under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), that are designed to ensure
that information required to be disclosed in our Exchange Act reportsis recorded, processed, summarized and reported
within the time periods specified in the SEC's rules and forms, and that such information is accumulated and
communicated to the Corporation’s management, including its Chief Executive Officer and Chief Financial Officer, as
appropriate, to alow timely decisions regarding required disclosure.

As of December 31, 2007, the Corporation’s management carried out an evaluation, under the supervision and with the
participation of the Corporation’s Chief Executive Officer and Chief Financial Officer, of the effectiveness of its
disclosure controls and procedures. Based on the foregoing, its Chief Executive Officer and Chief Financial Officer
concluded that the Corporation’s disclosure controls and procedures were effective as of December 31, 2007. No
changes were made to the Corporation’sinternal control over financial reporting (as defined Rule 13a-15(f) and

Rule 15d-15(f) promul gated under the Exchange Act) during the last fiscal quarter that have materially affected, or are
reasonably likely to materially affect, the Corporation’sinternal control over financial reporting.

Management’s Annual Report on Internal Control Over Financial Reporting

Management of Associated Banc-Corp (the"Corporation") isresponsible for establishing and maintaining adequate
internal control over financia reporting. The Corporation’sinternal control over financial reporting is a process
designed to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of the
Corporation’sfinancial statementsfor external purposesin accordance with generally accepted accounting principles.
Internal control over financial reporting is defined in Rules 13a-15(f) and 15d-15(f) promul gated under the Securities
Exchange Act of 1934, as amended (the "Exchange Act").

As of December 31, 2007, management assessed the effectiveness of the Corporation’sinternal control over financial
reporting based on criteriafor effectiveinternal control over financial reporting established in "Internal Control —
Integrated Framework," issued by the Committee of Sponsoring Organization of the Treadway Commission (COSO).
Based on this assessment, management has determined that the Corporation’sinternal control over financial reporting
as of December 31, 2007, is effective.

KPMG LLP, the independent registered public accounting firm that audited the consolidated financial statements of the
Corporation included in this Annual Report on Form 10-K, has issued an attestation report on the effectiveness of the
Corporation’sinternal control over financial reporting as of December 31, 2007. The report, which expresses an
unqualified opinion on the effectiveness of the Corporation’sinternal control over financial reporting as of

December 31, 2007, isincluded under the heading "Report of Independent Registered Public Accounting Firm."
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Associated Banc-Corp:

We have audited Associated Banc-Corp’sinternal control over financial reporting as of December 31, 2007, based on
criteriaestablished in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). Associated Banc-Corp’s management is responsible for maintaining effective
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial
reporting, included in the accompanying Management’s Annual Report on Internal Control Over Financial Reporting.
Our responsibility isto express an opinion on Associated Banc-Corp’sinternal control over financial reporting based
on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effectiveinternal control over financial reporting was maintained in al material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing therisk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal control based on thisrisk assessment. Our audit also
included performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides areasonable basis for our opinion.

A company’sinternal control over financial reporting is aprocess designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statementsfor external purposesin accordance with
generally accepted accounting principles. A company’sinternal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonabl e assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on
thefinancial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changesin conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, Associated Banc-Corp maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2007, based on criteria established in Internal Control-Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of Associated Banc-Corp and subsidiaries as of December 31, 2007 and 2006,
and the related consolidated statements of income, changesin stockholders’ equity, and cash flows for each of the
yearsin the three-year period ended December 31, 2007, and our report dated February 27, 2008 expressed an
unqgualified opinion on those consolidated financial statements.

KPMe L

KPMG LLP
Chicago, lllinois
February 27, 2008

114




Table of Contents

ITEM 9B. OTHER INFORMATION

None.

PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERSAND CORPORATE GOVERNANCE

Theinformation in the Corporation’s definitive Proxy Statement, prepared for the 2008 Annual Meeting of Shareholders,
which contains information concerning directors of the Corporation under the captions "Election of Directors' and
"Information About the Board of Directors"; information concerning executive officers of the Corporation under the
caption "Information About the Executive Officers,"; and information concerning Section 16(a) compliance under the
caption "Section 16(a) Beneficial Ownership Reporting Compliance” isincorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

Theinformation in the Corporation’s definitive Proxy Statement, prepared for the 2008 Annual Meeting of Shareholders,
which containsinformation concerning thisitem, under the caption "Executive Compensation,” isincorporated herein
by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Theinformation in the Corporation’s definitive Proxy Statement, prepared for the 2008 Annual Meeting of Shareholders,
which contains information concerning thisitem, under the caption " Stock Ownership," isincorporated herein by
reference.

Equity Compensation Plan Information

The following table provides information as of December 31, 2007, regarding shares outstanding and available for
issuance under the Corporation’s existing equity compensation plans.

(©

Number of
Securities
(a) Remaining Available
Number of for Future lssuance
Securitiesto be (b) Under Equity
Issued Upon Weighted-Average Compensation Plans
Exer cise of Exercise Price of (excluding
Outstanding Outstanding securities
Options, Warrants Options, Warrants reflected in column
Plan Category and Rights and Rights (@)
Equity compensation plans approved
by security holders 6,024,581 $ 27.71 4,629,788
Equity compensation plans not
approved by security holders 294,832 21.76 2,777,533
Total 6,319,413 $ 27.43 7,407,321

ITEM 13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Theinformation in the Corporation’s definitive Proxy Statement, prepared for the 2008 Annual Meeting of Shareholders,
which contains information concerning this item under the caption "Related Person Transactions," isincorporated
herein by reference.
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ITEM 14. PRINCIPAL ACCOUNTING FEESAND SERVICES

Theinformation in the Corporation’s definitive Proxy Statement, prepared for the 2008 Annual meeting of Shareholders,
which contains information concerning thisitem under the caption "Fees Paid to Independent Registered Public
Accounting Firm," isincorporated herein by reference.

PART IV

ITEM 15. EXHIBITSAND FINANCIAL STATEMENT SCHEDULES

(8 1and 2 Financial Statementsand Financial Statement Schedules

Thefollowing financial statements and financial statement schedules areincluded under a separate caption "Financial
Statements and Supplementary Data" in Part |1, Item 8 hereof and are incorporated herein by reference.

Consolidated Balance Sheets—December 31, 2007 and 2006

Consolidated Statements of |ncome—For the Y ears Ended December 31, 2007, 2006, and 2005

Consolidated Statements of Changesin Stockholders’ Equity—For the Y ears Ended December 31, 2007, 2006, and 2005
Consolidated Statements of Cash Flows—For the Y ears Ended December 31, 2007, 2006, and 2005

Notes to Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm
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(a)3 Exhibits Required by Item 601 of Regulation S-K

Exhibit
Number

Description

3@
3)(©)

4

*(10)(@)

*(10)(b)

*(10)(c)

*(10)(H)

*(10)(9)

*(10)(h

*(10)(i)
*(10)(m)

*(10)(n)

*(10)(0)

(11)
(21)

Amended and Restated Articles of Incorporation
Bylaws

Instruments Defining the Rights of Security
Holders, Including Indentures

The Parent Company, by signing this report,
agreesto furnish the SEC, upon its request, a
copy of any instrument that defines the rights of
holders of long-term debt of the Corporation and
its consolidated and unconsolidated subsidiaries
for which consolidated or unconsolidated
financial statements are required to befiled and
that authorizes atotal amount of securitiesnot in
excess of 10% of the total assets of the
Corporation on a consolidated basis

Associated Banc-Corp Amended and Restated
Long-Term Incentive Stock Plan

Change of Control Plan of the Corporation
effective April 25, 1994

Deferred Compensation Plan and Deferred
Compensation Trust effective as of December 16,
1993, and Deferred Compensation Agreement of
the Corporation dated December 31, 1994
Associated Banc-Corp Directors Deferred
Compensation Plan

Associated Banc-Corp 1999 Non-Qualified Stock
Option Plan

Associated Banc-Corp 2003 Long-Term Incentive
Plan

Associated Banc-Corp Incentive Compensation
Plan

First Federal Director Deferred Compensation and
Option Plans

Distribution Agreement dated September 30, 2005,
for $2 billion Senior and Subordinated Bank Notes
Fiscal and Paying Agency Agreement dated
September 30, 2005, for $2 billion Senior and
Subordinated Bank Notes

Statement Re Computation of Per Share Earnings
Subsidiaries of the Parent Company
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Exhibit (3) to Report on 10-Q filed on May 8, 2006
Exhibit (3)(b) to Report on Form 10-K for fiscal
year ended December 31, 1999

Exhibit 99.1 to the Corporation’ s registration
statement (333-121012) on Form S-8 filed under the
Securities Act of 1933

Exhibit (10)(d) to Report on Form 10-K for fiscal
year ended December 31, 1994

Exhibit (10)(e) to Report on Form 10-K for fiscal
year ended December 31, 1994

Exhibit (10)(f) to Report on Form 10-K for year
ended December 31, 2004

Exhibit 99.1 to the Corporation’ s registration
statement (333-121010) on Form S-8 filed under the
Securities Act of 1933

Exhibit 99.1 to the Corporation’ s registration
statement (333-121011) on Form S-8 filed under the
Securities Act of 1933

Exhibit (10)(i) to Report on Form 10-K for fiscal
year ended December 31, 2004

Incorporated by reference as Exhibits 10.2, 10.3,
and 10.9 to First Federal Capital Corp’s 2003 Form
10-K.

Exhibit 1.1 to Current Report on Form 8-K filed on
October 19, 2005

Exhibit 4.1 to Current Report on Form 8-K filed on
October 19, 2005

SeeNote19in Part Il Item 8
Filed herewith
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Exhibit

Number Description

(23) Consent of Independent Registered Public Filed herewith
Accounting Firm

(24) Power of Attorney Filed herewith

(31.2) Certification Under Section 302 of Sarbanes-Oxley  Filed herewith
by Paul S. Beideman, Chief Executive Officer

(31.2) Certification Under Section 302 of Sarbanes-Oxley  Filed herewith
by Joseph B. Selner, Chief Financial Officer

(32 Certification by the CEO and CFO Pursuant to Filed herewith

18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of Sarbanes-Oxley

* Management contracts and arrangements.

Schedules and exhibits other than those listed are omitted for the reasons that they are not required, are not applicable
or that equivalent information has been included in the financial statements, and notes thereto, or el sewhere within.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused thisreport to be signed on its behal f by the undersigned, thereunto duly authorized.

Date: February 27, 2008

ASSOCIATED BANC-CORP

By: /s/ PAUL S. BEIDEMAN

Paul S. Beideman
Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated.

/s/ PAUL S, BEIDEMAN

/9 Eileen A. Kamerick *

Paul S. Beideman
Chairman and Chief Executive Officer

/s/ JOSEPH B. SELNER

Eileen A. Kamerick
Director

/9 Richard T. Lommen*

Joseph B. Selner

Chief Financial Officer
Principal Financial Officer and
Principal Accounting Officer

/9 Karen T. Beckwith *

Richard T. Lommen
Director

/s/ John C. Meng *

Karen T. Beckwith
Director

/9 Ruth M. Crowley *

John C. Meng
Director

/9 J. Douglas Quick *

Ruth M. Crowley
Director

/s Robert C. Gallagher *

J. Douglas Quick
Director

/9 CarlosE. Santiago *

Raobert C. Gallagher
Director

/9 Ronald R. Harder *

CarlosE. Santiago
Director

/s John C. Seramur *

Ronald R. Harder
Director

/9 William R. Hutchinson *

William R. Hutchinson
Director

*/s/ BRIAN R. BODAGER

Brian R. Bodager
Attorney-in-Fact

John C. Seramur
Director



Date: February 27, 2008
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EXHIBIT 21

Subsidiaries of the Parent Company
The following bank subsidiaries are national banks and are organized under the laws of the United States:

Associated Bank, National Association
Associated Trust Company, National Association

The following non-bank subsidiaries are organized under the laws of the State of Arizona:

Banc Life Insurance Corporation
First Reinsurance, Inc.

The following non-bank subsidiary is organized under the laws of the State of California:
Mortgage Finance Corporation
The following non-bank subsidiaries are organized under the laws of the State of Minnesota:

Employer’s Advisory Association, Inc., d/b/aHR Solutions Group
Financial Resource Management Group, Inc., d/b/a AFG Financia Services, Inc.
Riverside Finance, Inc.

The following non-bank subsidiaries are organized under the laws of the State of Nevada:

ASBC Investment Corp.

Associated Wisconsin Investment Corp.
Associated llinois Investment Corp.
Associated Minnesota | nvestment Corp.

The following non-bank subsidiary is organized under the laws of the State of Vermont:
Associated Mortgage Reinsurance, Inc.
The following non-bank subsidiaries are organized under the laws of the State of Wisconsin:

Associated Commercia Finance, Inc.
Associated Financial Group, LLC
Associated Investment Management, LLC
Associated | nvestment Services, Inc.
Associated Investment Partnership |, LLC
Associated Investment Partnership 1, LLC
Associated Minnesota Real Estate Corp.
Associated Wisconsin Real Estate Corp.
Associated Illinois Real Estate Corp.
Associated Mortgage, LLC

1Quity Group, LLC

Associated Community Development, LLC
First Enterprises, Inc.

Associated Risk Group, LLC

Associated MN Commercia RE, LLC
Associated MN Retail RE, LLC

Associated New Markets Fund, LLC

Section 3: EX-23 (CONSENT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM)



EXHIBIT 23

Consent of Independent Registered Public Accounting Firm

The Board of Directors
Associated Banc-Corp.:

Re: Registration Statement on Form S-8

= #2-77435 = #333-74307
= #2-99096 = #333-121012
= #33-16952 = #333-121011
= #33-24822 = #333-121010
= #33-35560 = #333-120711
= #33-54658 = #333-120714
= #33-63545 = #333-120713
= #33-67436 = #333-120710
= #33-86790 = #333-120709
= #333-46467

Re: Registration Statement on Form S-3
= #2-98922 = #33-63557
= #33-28081 = #33-67434
= #333-59482 = #333-87578
= #333-143784 = #333-138390

We consent to the incorporation by reference in the Registration Statements on Form S-8 and S-3 of Associated Banc-Corp of our reports dated
February 27, 2008 with respect to the consolidated balance sheets of Associated Banc-Corp and subsidiaries as of December 31, 2007 and 2006,
and the related consolidated statements of income, changes in stockholders' equity, and cash flows for each of the yearsin the three-year period
ended December 31, 2007, and the effectiveness of internal control over financial reporting as of December 31, 2007, which reports appear in the
December 31, 2007 annual report on Form 10-K of Associated Banc-Corp.

/9 KPMGLLP

Chicago, lllinois
February 27, 2008

Section 4: EX-24 (POWER OF ATTORNEY)



EXHIBIT 24

DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 Karen T. Beckwith
Karen T. Beckwith
Director




DIRECTOR'SPOWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/s Ruth M. Crowley
Ruth M. Crowley
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 Robert C. Gallagher
Robert C. Gallagher
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 Ronald R. Harder
Ronald R. Harder
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 William R. Hutchinson
William R. Hutchinson
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 Eileen A. Kamerick
Eileen A. Kamerick
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 Richard T. Lommen
Richard T. Lommen
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/s/ John C. Meng
John C. Meng
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 J. Douglas Quick
J. Douglas Quick
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/9 Dr. Carlos E. Santiago
Dr. Carlos E. Santiago
Director




DIRECTOR'S POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigned director of Associated Banc-Corp, a Wisconsin corporation (the
"Corporation"), which is planning to file with the Securities and Exchange Commission (the "SEC"), Washington, D.C., under the provisions of the
Securities Act of 1934 (the "Act"), aForm 10-K, the form which must be used for annual reports pursuant to Section 13 or 15(d) of the Act, and
Proxy Statement in accordance with Regulation 14A and Schedule 14A under the Act and Regulation S-K and Rule 14a-3(b) under the Act, for the
reporting period ending December 31, 2007, hereby constitutes and appoints Brian R. Bodager histrue and lawful attorney-in-fact and agent.

Said attorney-in-fact and agent shall have full power to act for him and in his name, place, and stead in any and all capacities, to sign such Form
10-K and Proxy Statement and any and all amendments thereto, with power where appropriate to affix the corporate seal of the Corporation thereto
and to attest such seal, and to file such Form 10-K and Proxy Statement and each amendment so signed, with all exhibits thereto, and any and all
documentsin connection therewith, with the SEC, and to appear before the SEC in connection with any matter relating to such Form 10-K and
Proxy Statement and to any and all amendments thereto.

The undersigned hereby grants such attorney-in-fact and agent full power and authority to do and perform any and all acts and things requisite
and necessary to be done as he might or could do in person, and hereby ratifies and confirms all that such attorney-in-fact and agent may lawfully
do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the 23rd day of January, 2008.

/5/ John C. Seramur
John C. Seramur
Director

Section 5: EX-31.1 (CERTIFICATION OF CEO)



EXHIBIT 31.1

CERTIFICATION UNDER SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

CERTIFICATIONS

I, Paul S. Beideman, certify that:
1. | have reviewed this annual report on Form 10-K of Associated Banc-Corp;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by
thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(€e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial statementsfor external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in thisreport any changein the registrant’sinternal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to
materially affect, the registrant’ sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have asignificant role in the registrant’sinternal
control over financial reporting.

Date: February 27, 2008 /s/ Paul S. Beideman
Paul S. Beideman
Chairman and Chief Executive Officer

Section 6: EX-31.2 (CERTIFICATION OF CFO)



EXHIBIT 31.2

CERTIFICATION UNDER SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

CERTIFICATIONS

I, Joseph B. Selner, certify that:
1. | have reviewed this annual report on Form 10-K of Associated Banc-Corp;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by
thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(€e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial statementsfor external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in thisreport any changein the registrant’sinternal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to
materially affect, the registrant’ sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have asignificant role in the registrant’sinternal
control over financial reporting.

Date: February 27, 2008 /9 Joseph B. Selner
Joseph B. Selner
Chief Financial Officer

Section 7: EX-32 (SECTION 1350 CERTIFICATIONYS)



EXHIBIT 32

Certification by the Chief Executive Officer and Chief Financial
Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pur suant
to Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned officers of
Associated Banc-Corp, a Wisconsin corporation (the "Company"), does hereby certify that:

1. The accompanying Annual Report of the Company on Form 10-K for the year ended December 31, 2007 (the "Report"), fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. Information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/9 Paul S. Beideman
Paul S. Beideman
Chief Executive Officer
February 27, 2008

/sl Joseph B. Selner
Joseph B. Selner
Chief Financia Officer
February 27, 2008




