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PART I

Cautionary Note Concerning Forward-Looking Statemeths

This Annual Report on Form 10-léther periodic reports filed by us under the SeimsriExchange Act of 193
as amended (the “Exchange Act”), and any othettevwribr oral statements made by or on behalf of Barst may
include “forward-looking statements” within the nmér@g of the Private Securities Litigation ReformtAd¢ 1995,
which reflect our current views with respect tauhat events and financial performance. These statisncan be
identified by our use of words like “expect,” “maycould,” “intend,” “project,” “estimate,” “anticpate,” “should,”
“will,” “plan,” “believe,” “continue,” “predict,” “contemplate” and similar expressions. These forvi@o#ing
statements reflect our current views, but theybaiged on assumptions and are subject to risksrtaimees and
other variables that may cause actual resultsfter dhaterially from the views, beliefs and projeots expressed in
such statements, including, in addition to the gatiscussed under the caption “Risk Factors” aseldiere in this
Report on Form 10-K, the following:

” ”ou ”ou ”ou

» competitive pressures among depository and othanéial institutions may increase significan
« changes in the interest rate environment may rechagins;

« general economic conditions may be less favordiale expected, resulting in, among other things, a
deterioration in credit qualitand/ora reduction in demand for crec

* legislative or regulatory changes, including chanigeaccounting standards, may adversely affect the
business in which we are engag

« we may be unable to obtain required shareholdezgulatory approval for any proposed acquisitic

* we may be unable to achieve anticipated resulta fsar merger with The Peoples BancTrust Compary, In
(“People”) for a variety of reasons, includin

« lower than expected cost savings or earnings ftarcombined compan

« greater than expected difficulties in combining Bairus’s and Peopl¢ cultures;
« an economic downturn in new markets we have ent

 greater than expected loss of customers or empdo

« difficulties in integrating Peopl’ and BancTru¢s businesse:

« deposit attrition, customer loss or revenue loewiong acquisitions may be greater than expec

» competitors may have greater financial resourcesdawelop products that enable our competitor®inpet:
more successfully than we can compete;

« adverse changes may occur in the equity mar

We caution you not to place undue reliance on omwdrd-looking statements, which speak only ahefdate
of this Report on Form 10-K in the case of forwlndking statements contained herein.

We expressly qualify in their entirety all written or oral forward-looking statements attributable to us or
any person acting on our behalf by the cautionarytatements contained or referred to in this sectionWe do
not intend to update or revise, and we assume nosponsibility for updating or revising, any forward-looking
statement contained in this Report on Form 10-K, whther as a result of new information, future eventsr
otherwise.
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ltem 1. Business
General

BancTrust Financial Group, Inc. is a multi-bankdio§ company headquartered in Mobile, Alabama. We
provide a comprehensive array of traditional finahservices through 44 bank offices in the southero-thirds of
Alabama and 10 bank offices in northwest Florida ®perate through our subsidiary banks, BankTrust,
headquartered in Mobile, Alabama (the “Alabama Bgrdnd BankTrust, headquartered in Santa RosalBeac
Florida (the “Florida Bank”). We refer to BancTrl&hancial Group, Inc. and its subsidiaries as "Wes,” and
“our” and as “BancTrust” and the “Company” throughthis Annual Report on Form 10-K.

We were originally incorporated as a Delaware cmafion in 1985 under the name Mobile National
Corporation. In 1993, we changed our name to SAlghama Bancorporation, Inc. We operated underrihate
until May of 2002, when we changed our name to Bamst Financial Group, Inc. Most of our current exive
management team has been in place since 1989.dsmileer 31, 2007, we had total consolidated as$ets o
approximately $2.240 billion, total consolidategdsits of approximately $1.828 billion and totahsolidated
shareholders’ equity of approximately $249.5 miilio

We formed our Company in 1986 by acquiring alllaf stock of the Alabama Bank. In 1993, we acquiined
First National Bank, Brewton, Alabama, by meansa afierger with that bank’s holding company. In 1996,
acquired The Monroe County Bank in the same manhnd998, we acquired the assets of Peterman Btatk by
merging that bank into The Monroe County Bank, aedacquired Commercial National Bank of Demopoalis b
merger and converted it to an Alabama charter utidename Commercial Bank of Demopolis. In 1999, we
acquired Sweet Water State Bank by means of a mefigethat bank’s holding company. In 2002, we @ced
Wewahitchka State Bank by merger with its holdingipany. In 2003, we acquired the Florida Bank and
CommerceSouth Bank in Eufaula, Alabama through myerevith their holding company, CommerceSouth, Inc

In 2003, we began consolidating our subsidiary Bamlhich had been operating as separate compaviibs,
the merger of BankTrust of Brewton (formerly Fikstional Bank, Brewton) into the Alabama Bank. Gauing
this consolidation strategy in 2004, we merged Mo@roe County Bank and Commercial Bank of Demopiolis
the Alabama Bank, leaving us with five subsidiaanks: the Alabama Bank, BankTrust of Alabama (fatyne
CommerceSouth Bank), the Florida Bank, Sweet Watigte Bank and BankTrust of Florida, formerly Weitcitka
State Bank (the “Wewabhitchka Bank”). On October2@)4, we sold the Wewahitchka Bank, including
approximately $50.3 million in total assets andragpnately $43.4 million in total deposits, for $7million; and ot
August 1, 2005, we sold Sweet Water State Bankydireg approximately $56.0 million in total assatsl
approximately $50.8 million in total deposits, &#.0 million, consisting of a $6.5 million purchgzéce and a
$500,000 dividend. We merged BankTrust of Alabanta the Alabama Bank in the second quarter of 2005
merged BancTrust Company, our trust company sudrgidinto the Alabama Bank in December of 2007. We
merged The Peoples Bank and Trust Company intAlditgama Bank in December of 2007 as well, and veeelk
to merge the Florida Bank into the Alabama Bankrap2008.

In October of 2007, we acquired The Peoples BargtT@ompany, Inc. (“Peoples”), a bank holding conypan
headquartered in Selma that operated 23 branctmsgythout the central part of the state of Alabaftee acquisitio
of Peoples was accounted for under the purchaseiatng method as required by United States gelyeaatepted
accounting principles. Under this method of accmgntthe financial statements of the Company dorefiéct
results of operations or the financial conditiorPafoples prior to October 15, 2007. Therefore,nuala at
December 31, 2007 include Peoples’ total asseapfoximately $969 million, total loans of apprositely
$612 million, total deposits of approximately $#ilion, goodwill of approximately $54 million aral core depos
intangible of approximately $11 million. The Compassued approximately 6.3 million shares of Bamnstr
Financial Group, Inc. common stock and paid $38ionilcash in connection with its acquisition of Pkxs. This
acquisition has made comparison to prior perioss lseful as a means of judging the Company’s pedioce in
2007.
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In January of 2008 we entered into an agreemeseltahree offices in and around Tuscaloosa, Alab#mat
were acquired in the Peoples purchase. The Compéaracts this sale to occur in the second quart2008.

Our Banking Subsidiaries

Through our subsidiary banks, the Alabama Bankthad-lorida Bank (sometimes referred to as the K8gn
we offer a wide range of lending services, inclgdieal estate, consumer and commercial loansdtaiduals,
small businesses and other organizations thabaatdd in or conduct a substantial portion of thesiness in our
markets. We also offer a full array of retail amanenercial deposit products and fee-based servicesgport our
customers’ financial needs, including checking aots, money market accounts, savings accountsetiticates
of deposit. For our commercial customers we aléer afash management services such as lock-box psasm®unts
and remote deposit. Other traditional servicesretfénclude drive-in banking and night deposit lities,
24-hour automated teller machines, internet banldebit and credit card services and telephoneibgne
currently operate 54 bank offices.

Our Ancillary Products and Services

In addition to our traditional banking services, also offer our customers a full array of trustvaas through
our Trust Department in the Alabama Bank. In addito trust services, we offer our customers celitaiestment
and insurance products through our Banks. Our AtebBank also has an insurance subsidiary.

The following table sets forth information regamgliour holding company and our wholbyvned subsidiaries
of December 31, 2007:

Alabama Florida
Bank Bank Consolidated(1)
(Dollars in thousands)
Banking Offices 44 10 54
Employees 59¢ 89 68€
Loans (Net of unearned income $1,359,25' $273,41° $1,632,67!
Investments 235,19 10,68: 245,87
Total Assets 1,943,73! 333,17( 2,240,09
Deposits 1,613,731 218,79’ 1,827,92
Shareholders’ Equity $ 255,85 $ 56,40 $ 249,25(

(1) Amounts include BancTrust and its subsidiaries.mditerial intercompany balances have been eliminiate
consolidation. Further segment information is ideld in Note 21 of the Notes to Consolidated Firanci
Statements included here

Market Areas and Competition

We offer banking services in our subsidiary Bankarket areas of Autauga, Baldwin, Barbour, Bibbtl&u
Dallas, ElImore, Escambia, Jefferson, Lee, MarehMghile, Monroe, Montgomery, Shelby and Tuscaloosar@ies
in Alabama and in Bay, Okaloosa and Walton Counti¢dorida. Trust services are offered throughdlatbama
and Florida through our trust department, and itn@eat and certain insurance products are offeredl tf our
markets through our banks.
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The following table sets forth our Banks’ total dsjts and market share by county as of June 3@,:200

Number of Our Market Total Market Market Share
Alabama Counties Branches Deposits Deposits Ranking Percentage
(Dollars in thousands)
Autauga 3 $106,16¢ $ 467,64¢ 1 22.7(%
Baldwin 3 40,25¢ 3,228,89! 12 1.2t
Barbour 2 90,14¢ 435,89¢ 3 20.6¢
Bibb 2 59,72¢ 188,99¢ 2 31.6(
Butler 4 90,311 285,12 1 31.67
Dallas 4 257,76t 582,78t 1 44.2:%
Elmore 4 105,85( 674,91! 2 15.6¢
Escambic 3 125,80! 572,59: 2 21.97
Jeffersor 2 884 18,601,55 30 0.0C
Lee 2 82,56: 1,777,35. 9 4.6t
Marenga 2 70,191 416,42. 3 16.8¢
Mobile 6 325,79( 5,468,24! 5 5.9¢
Monroe 2 112,44 329,52- 1 34.1:
Montgomery 3 83,17¢ 4,828,59. 7 1.72
Shelby 2 82,40t 2,183,41. 8 3.7
Tuscaloos: 2 28,38: 2,397,12. 12 1.1¢
Number of Our Market Total Market Market Share
Florida Counties Branches Deposits Deposits  Ranking Percentage
Bay 3 $ 58,65¢ $2,413,49 11 2.4%
Okaloose 3 73,32 3,398,03 15 2.1¢
Walton 4 159,71¢ 796,94 2 20.0¢

The foregoing data was obtained from the FederpbBi¢ Insurance Corporation.

The banking industry is highly competitive, and eperience competition in our market from many othe
financial institutions. Competition among finandiastitutions is based upon interest rates offeredeposit
accounts, interest rates charged on loans, othdit@nd service charges relating to loans, thédityuand scope of
the services rendered, the convenience of bankicitities and, in the case of loans to commeradatdwers,
relative lending limits. We compete with commerdiahks, credit unions, finance companies, insuranoganies,
mortgage companies, securities brokerage firmsnamky market mutual funds, as well as super-regjioaéional
and international financial institutions that ogeraffices in our market areas. We compete witsahastitutions
both in attracting deposits and in making loansaddition, we have to attract our customer bas®a ther existing
financial institutions and new residents. Many of competitors are larger financial institutiongwsubstantially
greater resources and lending limits such as Redishich now includes AmSouth), RBC Centura, Corazasl
Wachovia.

We believe our commitment to quality, personalibadking services, efficient delivery of servicesmpetitive
product pricing, convenience and personal and loaatacts with our customers are factors that allswo compete
effectively with these financial institutions.

Overall Business Strategy

Our business strategy is to deliver a full rangbafk and banking related products and servicag@sponsive
and personalized manner. We strive to presentwséatmessage to our customers, emphasizing our itorant to
their interest and our markets. Our subsidiariesthair employees are expected to be actively ireain all
aspects of the community in which they operate. Mieenbers of the boards of directors of each osabsidiaries
are from the local markets served by the subsidiargddition, to further
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enhance our local knowledge, we maintain local satyi boards in certain of our markets. We are hmmpete
effectively with larger financial institutions byqgviding superior customer service with localizegtidion-making
capabilities. The holding company provides corpomtersight and efficiencies in certain “back affiareas such
as loan review, marketing and business developmertgin personnel matters, accounting, auditingygiance an
information technology.

Strategic Plan

Our Board of Directors has adopted a compreher&irategic Plan for our consolidated operationss Ttrimal
plan provides strategic goals and time-framesteraccomplishments of those goals and providesxeoutive
leadership with guidelines for the operation of business through the year 2010. Our Strategic felzuses on
several different operational aspects of our bssirsand includes the following:

« Growth and market expansic
» Consolidation of subsidiarie
 Financial performance goa

* Credit culture

« Personnel developmer

« Management successic

» Technology infrastructure; ar

» Marketing and product developme

Lending Activities and Credit Administration

We originate loans primarily in the categories ofnenercial, commercial real estate, individual aochmercia
construction and consumer. We also make availabdeit customers fixed rate, longer-term real estaiggage
loans in the residential real estate mortgage &wesare able to offer, through third party arrangats, certain
mortgage loan products that do not require thedotgrm loans to be carried on our books. Theséymts allow us
to gain the benefit of a larger variety of prodafferings and have generated a significant amotiféeincome for
us for the last several years. These fees comeffretand second home purchases, as well as fanetowners
who have elected to refinance their home loans.|d&e portfolio mix varies throughout our marketas. General
speaking, we make loans with relatively short mit&g or, in the case of loans with longer matastiwe attempt to
issue loans with floating rate arrangements whangessible. The largest component of our loan pbetfis loans
secured by real estate mortgages. We obtain aiseiciterest in real estate, whenever possibleddition to any
other available collateral, in order to increaselikelihood of the ultimate repayment of the lo&hese loans will
generally fall into one of four categories: (1) aonrcial, financial and agricultural loans; (2) reatate construction
loans; (3) real estate mortgage loans; and (4alinstnt or consumer loans.
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Our loan portfolio at December 31, 2007 was coneprias follows:

DISTRIBUTION OF LOANS BY CATEGORY

December 31, 200°

Alabama Bank Florida Bank Total
(Dollars in thousands)

Commercial, Financial and Agricultur $ 363,30¢ $ 18,05¢ $ 381,36¢
Real Estat— Constructior 321,41 154,91t 476,33(
Real Estat— Mortgage 583,62 97,40( 681,02
Consumer, Installment and Single F 98,21" 3,14¢ 101,36¢

Total Loans 1,366,561 273,52 1,640,08!
Less: unearned discount lea (7,81%) 0 (7,815
Less: deferred cost (unearned loan income) 50¢ (10€) 402
Loans, net of unearned incor $1,359,25! $273,41° $1,632,67

Credit Risks and Lending Policies

Certain credit risks are inherent in making lodartsese include prepayment risks, risks resultingnfro
uncertainties in the future value of collateratliing real estate values, risks resulting frormnges in economic
and industry conditions and risks inherent in depivith individual borrowers. We attempt to mitigaepayment
risks by adhering to internal credit policies amdgedures.

Our Board of Directors has established and annualliews our lending policies and procedures. Our
subsidiary banks have Loan Committees that malditatecisions based on our company-wide lendinicigsl.
These policies and procedures include officer diestclending limits, a multi-layered approval pess for larger
loans, documentation and examination proceduregalogyv-up procedures for any exceptions to crediicies.
Loans above an established limit must be revievnedagproved by the Board of Directors or a Boardeanted
Loan Committee. There are regulatory restrictiomgsh@ dollar amount of loans available for eacldieg
relationship. We adhere to the guidelines estaddidby our regulators and regularly monitor our ireedationships
for compliance.

Loan Review

We have a Loan Review Department that is part@fniternal Audit function of our company. Our Loan
Review Department reports directly to our Audit Mger. Large credit relationships are reviewed ooragoing
basis for continued financial, collateral and gn&wasupport. New credit offerings are reviewedddequacy of
underwriting and collateral valuation. The Loan RewDepartment makes periodic on-site visits tcheafcour
subsidiary banks. Typically, during these on-sisity, the loan review officers review 30-35%, kpfldr amount, of
the subsidiary Bank'’s loan portfolio. As a resulsoch reviews and the on-going loan review prodessis
identified as problem loans are included on arringtewatch list. These loans are continually mawitbfor ongoing
repayment ability, collateral deterioration andqucy of any allowance for loan losses.

Deposits and Other Sources of Funding

We consider core deposits to be the main sourfgndf used to support our assets. We offer adalje of
deposit products designed to appeal to both indalidnd corporate customers, including checkingaets,
commercial accounts, savings accounts and otherdeposits of various types ranging from daily nyomearket
accounts to longerm certificates of deposit. Deposit rates aréerggd regularly by senior management. We bel
that the rates we offer are competitive with thoBered by other financial institutions in our aréathe fall of 200!
we completed the process of streamlining and stdimlag our line of deposit products throughout @@mpany.
This deposit product line allows our employeestigtoout the Company to offer the same products rdéggss of
location, and we believe the revised program hisele
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and will continue to help us attract and retainad#s. In addition, the advertising of our deppsdducts has
become easier and more cost efficient.

Our primary emphasis is placed on attracting atalniag core deposits from customers who will paiss
other products and services that we offer. We neizegthat it is necessary from time to time to person-core
funding sources such as large certificates of defrosn outside of our market area and Federal Haoen Bank
borrowings, especially during periods when loannghois significantly greater than deposit growthe Wew these
as secondary sources of funds. Our out-of-markdirakered, certificates of deposit represente&o308 total
deposits at December 31, 2007.

Other Banking Services

We offer a full range of other products and sewitteat give our customers convenience and acc@eeta.
Such products and services include internet argheine banking, access to funds through ATMs abd dards,
credit cards, safe deposit boxes, traveler’'s cheatiksct deposit and customer friendly telephonerafors who
direct the customer quickly to the appropriate arfehhe bank. We earn fees for most of these sesyiocluding
debit and credit card transactions, sales of chaoliswire transfers. We receive ATM transactiors fieem
transactions performed for our customers.

Securities

While loans are our primary use of funds, mostwfremaining liquid funds, after cash reserves,jmrested ir
short-term securities. We invest primarily in séties issued by U.S. government sponsored enteqrigate and
political subdivisions and mortgage-backed se@sitiVe typically invest any surplus cash in theroigit federal
funds market. Interest rate fluctuation, maturityality and concentration are all risks associatid the use of
funds.

Employees
As of December 31, 2007, we had 686 full-time eglgmt employees. We are not a party to any collecti
bargaining agreement, and, in the opinion of Mansay#, we enjoy satisfactory relations with our eogpks.

Supervision and Regulation

BancTrust and its subsidiaries are subject to siterstate and federal banking regulations thabsep
restrictions on and provide for general regulatorgrsight of their operations. These laws geneaakyintended to
protect depositors and not shareholders. The fatigwliscussion describes the material elementsefégulatory
framework that applies to us.

BancTrust

Since we own all of the capital stock of the Banks,are a bank holding company under the federakBa
Holding Company Act of 1956, as amended (the Baakliig Company Act). As a result, we are primasilybject
to the supervision, examination and reporting nenents of the Bank Holding Company Act and theilegns of
the Federal Reserve Board.

Acquisitions of Banks.The Bank Holding Company Act requires every bhokling company to obtain the
Federal Reserve Board’s prior approval before:

* acquiring direct or indirect ownership or contrblamy voting shares of any bank if, after the asijjain, the
bank holding company will directly or indirectly omor control more than 5% of the bi's voting shares

« acquiring all or substantially all of the assetsany bank; o

* merging or consolidating with any other bank hafdaompany
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Additionally, the Bank Holding Company Act providimat the Federal Reserve Board may not approvefiny
these transactions if it would result in or tenaiteate a monopoly or substantially lessen conipetdr otherwise
function as a restraint of trade, unless the amtiuetitive effects of the proposed transactioncérarly outweighed
by the public interest in meeting the convenienue reeds of the community to be served. The Fetaserve
Board is also required to consider the financia aranagerial resources and future prospects dighk holding
companies and banks concerned and the conveniadageads of the community to be served. The FeResdrve
Board's consideration of financial resources gehefacuses on capital adequacy, which is discudssdw.

Under the Bank Holding Company Act, if we are adegly capitalized and adequately managed, we may
purchase banks located either inside or outsiddaifama and Florida. Conversely, an adequatelytai@ggd and
adequately managed bank holding company locatkdraitside or outside of Alabama or Florida maycpase a
bank located inside Alabama or Florida. In Florideywever, restrictions may be placed on the adiprisof a bank
that has only been in existence for a limited amafitime or will result in specified concentratoof deposits. For
example, Florida law prohibits a bank holding comp&om acquiring control of a financial institutiauntil the
target financial institution has been in existeand continually operating as a bank for more thaeet years.

Change in Bank Control.Subject to various exceptions, the Bank HoldirgmPany Act and the Change in
Bank Control Act, together with related regulatioresjuire Federal Reserve Board approval priontopgerson or
company acquiring “control” of a bank holding compaControl is conclusively presumed to exist ifiadividual
or company acquires 25% or more of any class ahgatecurities of the bank holding company. Corisol
rebuttably presumed to exist if a person or compguires 10% or more, but less than 25%, of aagsobf voting
securities and either:

« the bank holding company has registered securitider Section 12 of the Securities Act of 1934
« no other person owns a greater percentage of ldegt of voting securities immediately after theg@ction.

Our common stock is registered under Section tRBefecurities Exchange Act of 1934. The regulation
provide a procedure for challenging any rebuttabésumption of control.

Permitted Activities. A bank holding company is generally permittedemithe Bank Holding Company Act to
engage in or acquire direct or indirect controirafre than 5% of the voting shares of any compaggaged in the
following activities:

« banking or managing or controlling banks; ¢

 any activity that the Federal Reserve Board deteemto be so closely related to banking as topreper
incident to the business of bankit

Activities that the Federal Reserve Board has faoruk so closely related to banking as to be pegrimcident
to the business of banking include:

- factoring accounts receivab

* making, acquiring, brokering or servicing loans aisdal related activitie:

« leasing personal or real propet

» operating a nc-bank depository institution, such as a savings@aaston;

« trust company function:

« financial and investment advisory activitii

« conducting discount securities brokerage activi

« underwriting and dealing in government obligatiansl money market instrumen

 providing specified management consulting and celims activities;

10
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 performing selected data processing services gogbsuservices

« acting as agent or broker in selling credit lifsirance and other types of insurance in conneutitncredit
transactions; an

» performing selected insurance underwriting actgil

Despite prior approval, the Federal Reserve Boay onder a bank holding company or its subsidigoes
terminate any of these activities or to terminé&teivnership or control of any subsidiary wherneais heasonable
cause to believe that the bank holding compsweghtinued ownership, activity or control condéia serious risk
the financial safety, soundness or stability @friany of its bank subsidiaries.

In addition to the permissible bank holding companijvities listed above, a bank holding company ma
qualify and elect to become a financial holding pamy, permitting the bank holding company to engage
additional activities that are financial in natareincidental or complementary to financial activit he Bank
Holding Company Act expressly lists the followingfigities as financial in nature:

« lending, trust and other banking activiti

« insuring, guaranteeing or indemnifying against laskarm, or providing and issuing annuities anthgaas
principal, agent or broker for these purposesninstate;

 providing financial, investment or advisory sendr
* issuing or selling instruments representing intsrgspools of assets permissible for a bank td kadectly;
« underwriting, dealing in or making a market in S#es;

« other activities that the Federal Reserve Board detgrmine to be so closely related to banking anaging
or controlling banks as to be a proper incidemhtmaging or controlling bank

- foreign activities permitted outside of the Unitgtates if the Federal Reserve Board has deterntiireea to
be usual in connection with banking operations athy

« merchant banking through securities or insuranfikaéés; and
« insurance company portfolio investmer

To qualify to become a financial holding comparggle of our depository institution subsidiaries maestvell
capitalized and well managed and must have a Contyrirainvestment Act rating of at least “satisfagtd
Additionally, we must file an election with the Ferdl Reserve Board to become a financial holdingpany and
must provide the Federal Reserve Board with 30’dagiten notice prior to engaging in a permittedancial
activity. We are not a financial holding companytas time.

Support of Subsidiary InstitutionsUnder Federal Reserve Board policy, we are eggédct act as a source of
financial strength for the Banks and to commit tgses to support them. This support may be requitdines
when, without this Federal Reserve Board policymight not be inclined to provide it.

The Banks

Each of our subsidiary Banks is a member of theeF@deposit Insurance Corporation (the “FDIC”)daas
such, their respective deposits are insured by DIE to the extent provided by law. Each of oursidiary Banks i
also subject to numerous state and federal stamtdsegulations that affect its business, actigjtand operations,
and each is supervised and examined by one or steeor federal bank regulatory agencies. Ouridiang Banks
are state-chartered banks subject to supervisidreramination by the state banking authoritiehefdtates in
which they are located. The primary state regultothe Alabama Bank is the Superintendent ofStede Banking
Department of Alabama. The primary state regultothe Florida Bank is the Office of Financial Réggfion unde
the Florida Department of Financial Services. Tédefal banking regulator for each of our Banksyel as the
appropriate state banking authority for each Baa§ularly examines their operations and is giveha@tity to
approve or disapprove mergers, consolidations,
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the establishment of branches and similar corp@etiens. The federal and state banking regulatiss have the
power to prevent the continuance or developmenneéfe or unsound banking practices or other vipiatof law.

Prompt Corrective Action.The Federal Deposit Insurance Corporation Improa Act of 1991 establishes a
system of prompt corrective action to resolve trebfems of undercapitalized financial institutiobder this
system, the federal banking regulators have esteddlifive capital categories (well capitalized,cageely
capitalized, undercapitalized, significantly undaggitalized and critically undercapitalized) in wihiall institutions
are placed. Federal banking regulators are reqtirémke various mandatory supervisory actionsardauthorized
to take other discretionary actions with respedhstitutions in the three undercapitalized categrThe severity of
the action depends upon the capital category irchvthie institution is placed. Generally, subjech toarrow
exception, the banking regulator must appoint aivec or conservator for an institution that idicailly
undercapitalized. The federal banking agencies bpeeified by regulation the relevant capital Ifeeleach
category.

An institution that is categorized as undercaggtali, significantly undercapitalized or criticallpdercapitalize
is required to submit an acceptable capital restorglan to its appropriate federal banking agercipank holding
company must guarantee that a subsidiary depositstjution meets its capital restoration plarhjeuat to various
limitations. The controlling holding company’s adition to fund a capital restoration plan is lirdite the lesser of
5% of an undercapitalized subsidiary’s assetseatithe it became undercapitalized or the amountired to meet
regulatory capital requirements. An undercapitalizestitution is also generally prohibited from iaasing its
average total assets, making acquisitions, eskafdjsany branches or engaging in any new line sfriass, except
under an accepted capital restoration plan or RRIC approval. The regulations also establish pilaces for
downgrading an institution to a lower capital catggbased on supervisory factors other than capital

FDIC Insurance Assessment3.he FDIC has adopted a risk-based assessmeatrsjmt insured depository
institutions that takes into account the risksiatitable to different categories and concentratimsssets and
liabilities. The system assigns an institution e @f three capital categories: (1) well capitaliz®) adequately
capitalized; and (3) undercapitalized. These tbegegories are substantially similar to the proogptective action
categories described above, with the “undercapédli category including institutions that are urdgitalized,
significantly undercapitalized and critically undepitalized for prompt corrective action purposédse FDIC also
assigns an institution to one of three supervisotygroups based on a supervisory evaluation thahstitution’s
primary federal regulator provides to the FDIC amfdrmation that the FDIC determines to be relevarthe
institution’s financial condition and the risk pdsi the deposit insurance funds. Assessments faoige0 to 27
cents per $100 of deposits, depending on theuttistit's capital group and supervisory subgroupaddition, the
FDIC imposes assessments to help pay off the $7#0mrin annual interest payments on the $8 billleinancing
Corporation bonds issued in the late 1980s asopéine government rescue of the thrift industryisTdssessment
rate is adjusted quarterly.

The FDIC may terminate its insurance of deposiiisfihds that the institution has engaged in uasaid
unsound practices, is in an unsafe or unsound ttiondd continue operations, or has violated argliagble law,
regulation, rule, order or condition imposed by HC.

Community Reinvestment Act.he Community Reinvestment Act requires thatannection with
examinations of financial institutions within the@spective jurisdictions, the Federal Reserve &dae FDIC or
the Office of the Comptroller of the Currency, $teafaluate the record of each financial institutiommeeting the
credit needs of its local community, including lawd moderate-income neighborhoods. These factisue
considered in evaluating mergers, acquisitionsagplications to open a branch or facility. Failtoexdequately
meet these criteria could impose additional requénets and limitations on our Banks. Additionallye must
publicly disclose the terms of various CommunityriRestment Act-related agreements.

Other Regulations. Interest and other charges collected or contiafcteby our Banks are subject to state u
laws and federal laws concerning interest ratesekample, under the Servicemembers Civil Relief, aich
amended the Soldiers’ and Sailors’ Civil Relief A€t1940, a lender is generally prohibited
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from charging an annual interest rate in exce€%©bn any obligation for which the borrower is ago® on active
duty with the United States military.

Our Banks’ loan operations are also subject torddaws applicable to credit transactions, sucthas

« Truth-In-LendingAct, governing disclosures of credit terms to caneuborrowers

« Home Mortgage Disclosure Act of 1975, requiringafiigial institutions to provide information to enalthe
public and public officials to determine whethédirancial institution is fulfilling its obligatiorio help meet
the housing needs of the community it ser

« Equal Credit Opportunity Act, prohibiting discrinaition on the basis of race, creed or other pratdbihctor
in extending credit

« Fair Credit Reporting Act of 1978, governing the asd provision of information to credit reporting
agencies

 Fair Debt Collection Act, governing the manner inieh consumer debts may be collected by collection
agencies

« Servicemembers Civil Relief Act, which amended $tnddiers’ and Sailors’ Civil Relief Act of 1940,
governing the repayment terms of, and propertytsiginderlying, secured obligations of persons ilitany
service; an(

« the rules and regulations of the various federahages charged with the responsibility of implenmanthese
federal laws

The deposit operations of our Banks are subject to:

« the Right to Financial Privacy Act, which imposedudy to maintain confidentiality of consumer fircéal
records and prescribes procedures for complyinly adiministrative subpoenas of financial records;

« the Electronic Funds Transfer Act and Regulatidadded by the Federal Reserve Board to implemeut th
act, which govern automatic deposits to and witivdta from deposit accounts and customers’ rights an
liabilities arising from the use of automated tetilegachines and other electronic banking servi

Capital Adequacy

We are required to comply with the capital adequstapdards established by the Federal Reserve Bbaed
Federal Reserve Board has established a risk-lzambd leverage measure of capital adequacy for haldling
companies. The risk-based capital standards argndesto make regulatory capital requirements nserssitive to
differences in risk profiles among banks and bawilkihg companies, to account for off-balance skeepbsure, and
to minimize disincentives for holding liquid asseissets and off-balance sheet items, such asdetteredit and
unfunded loan commitments, are assigned to bre&dcategories, each with appropriate risk weighte resulting
capital ratios represent capital as a percentagmalfrisk-weighted assets and off-balance shests.

The minimum guideline for the ratio of total capt@arisk-weighted assets is 8%. Total capital ¢stsf two
components, Tier 1 Capital and Tier 2 Capital. Ti€apital generally consists of common stock, mipdnterests
in the equity accounts of consolidated subsidianescumulative perpetual preferred stock and &duiramount of
qualifying cumulative perpetual preferred stoclsslgoodwill and other specified intangible assBts. 1 Capital
must equal at least 4% of risk-weighted assets. X @apital generally consists of subordinated dethter preferred
stock and a limited amount of loan loss reservés. total amount of Tier 2 Capital is limited to ¥0@f Tier 1
Capital. At December 31, 2007, our ratio of totbital to risk-weighted assets was 10.84% andatio of Tier 1
Capital to risk-weighted assets was 9.60%.

In addition, the Federal Reserve Board has eshealisninimum leverage ratio guidelines for bank hgjd
companies. These guidelines provide for a minimatio of Tier 1 Capital to average assets, less
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goodwill and other specified intangible assets3%ffor bank holding companies that meet specifigdria,
including having the highest regulatory rating amglementing the Federal Reserve Board’s risk-basgital
measure for market risk. All other bank holding @amies generally are required to maintain a le\eerago of at
least 4%. At December 31, 2007, our leverage e 8.86%. The guidelines also provide that baridihg
companies experiencing internal growth or makinguasitions will be expected to maintain strong talgbositions
substantially above the minimum supervisory levgtiout reliance on intangible assets. The Fedeealerve Boal
considers the leverage ratio and other indicatbcapital strength in evaluating proposals for exgian or new
activities.

Failure to meet capital guidelines could subjelshiak or bank holding company to a variety of ergarent
remedies, including issuance of a capital directilre termination of deposit insurance by the FRA@rohibition oi
accepting brokered deposits and certain otherictistrs on its business. As described above, sigmit additional
restrictions can be imposed on FDIC-insured depnsihstitutions that fail to meet applicable capitequirements.

Payment of Dividends

BancTrust is a legal entity separate and distirmhfour subsidiaries. Our principal source of dimlv,
including cash flow to pay dividends to sharehddés dividends from our Banks. There are statudony regulator
limitations on the payment of dividends by theskesidiaries, and there are statutory and reguldimijations on
our ability to pay dividends to our shareholders.

As to the payment of dividends, each of our stéte{ered Banks are subject to the respective lads a
regulations of the state in which it is located &mthe regulations of the FDIC. Various federal atate statutory
provisions limit the amount of dividends our sulieig Banks can pay to us without regulatory appkotae
approval of the Federal Reserve Board is requivedriy dividend by a state chartered bank thahiember of the
Federal Reserve System (a “state member bankigifdtal of all dividends declared by the bankrig ealendar
year would exceed the total of its net profitsdafned by regulatory agencies) for that year caomabiwith its
retained net profits for the preceding two yeamsaddition, a state member bank may not pay aelivddn an
amount greater than its net profits then on hatateSnember banks may also be subject to simitdricéons
imposed by the laws of the states in which theychertered. None of our Banks, however, is curyemttate
member bank.

If, in the opinion of a federal bank regulatory agg an institution under its jurisdiction is engdgn or is
about to engage in an unsafe or unsound practieeetjwdepending on the financial condition of tlepdsitory
institution, could include the payment of dividepdaich agency may require, after notice and hgatirat such
institution cease and desist from such practice. féderal banking agencies have indicated thangagividends
that deplete an institution’s capital base to @tdequate level would be an unsafe and unsoundrmppkactice.
Under current federal law, an insured institutiomymot pay any dividend if payment would cause ibécome
undercapitalized or if it already is undercapitatlzMoreover, the Federal Reserve Board and th€ Fale issued
policy statements which provide that bank holdinghpanies and insured banks should generally pagatids only
out of current operating earnings.

Under Alabama law, a bank may not pay a dividenekitess of 90% of its net earnings until the baskiplus
is equal to at least 20% of its capital. An Alabastete bank is also required by Alabama law toinlitee prior
approval of the Superintendent of the State BankKiagartment of Alabama for the payment of dividetfidise total
of all dividends declared by it in any calendarryedl exceed the total of (a) its net earnings dafined by statute)
for that year, plus (b) its retained net earnirggiie preceding two years, less any required feamnso surplus. In
addition, no dividends may be paid from an Alabaade bank’s surplus without the prior written apyal of the
Superintendent.

Under Florida law, the directors of a bank, aftesrging off bad debts, depreciation, and other lbess assets,
if any, and making provision for reasonably anttgul future realized losses on loans and othetsassay
quarterly, semiannually or annually declare a diwidl of so much of the aggregate of the net profithat period
combined with its retained net profits of the piding two years as the directors shall judge expedand, with the
approval of the Florida Office of Financial Regidat a bank may declare a dividend
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from retained net profits which accrued prior te greceding two years, but each bank shall, befereleclaration
of a dividend on its common stock, carry 20 peradiits net profits for such preceding period asasered by the
dividend to its surplus fund, until the same shalkast equal the amount of its common and pedestock then
issued and outstanding. No bank shall declare asgethd at any such time that its net income friwa ¢urrent year
combined with the retained net income from the @déatg 2 years is a loss or which would cause tpéalaaccount
of the bank to fall below the minimum amount regdiby law, regulation, order, or any written agreatwith the
Florida Office of Financial Regulation or a statdexderal regulatory agency.

At December 31, 2007, our subsidiaries were abjmtodividends totaling approximately $13.9 milliafthout
the need for regulatory approval.

Restrictions on Transactions with Affiliates

We are subject to the provisions of Section 23hefFederal Reserve Act. Section 23A places lipritshe
amount of:

* a banl's loans or extensions of credit to affiliat
* a banl's investment in affiliates

 assets a bank may purchase from affiliates, exoepeal and personal property exempted by the fedde
Reserve Boarc

* loans or extensions of credit to third partiesateltalized by the securities or obligations ofliatfies; anc
» abanl's guarantee, acceptance or letter of credit isendzkhalf of an affiliate

The total amount of the above transactions is éichih amount, as to any one affiliate, to 10% baak’s
capital and surplus and, as to all affiliates camedi to 20% of a bank’s capital and surplus. Irtamdto the
limitation on the amount of these transactionshe#dhe above transactions must also meet spdaitilateral
requirements. The Banks must also comply with oginevisions designed to avoid the taking of lowlguassets.

We are also subject to the provisions of Sectidd @Bthe Federal Reserve Act which, among otherghj
prohibit an institution from engaging in the abdrensactions with affiliates unless the transactiare on terms
substantially the same, or at least as favorahileetanstitution or its subsidiaries, as those gilevg at the time for
comparable transactions with nonaffiliated compsnie

Privacy

Financial institutions are required to disclosdrtpelicies for collecting and protecting confidit
information. Customers generally may prevent finanastitutions from sharing nonpublic personaldincial
information with nonaffiliated third parties excaptder narrow circumstances, such as the procesingnsaction
requested by the consumer or when the financiéitutisn is jointly sponsoring a product or servigih a
nonaffiliated third party. Additionally, financiahstitutions generally may not disclose consumepant numbers t
any nonaffiliated third party for use in telemaikgt direct mail marketing or other marketing toasamers.

Consumer Credit Reporting

In 2004, the Fair and Accurate Credit Transactidais(the “FCRA Amendments”) amended the federat Fai
Credit Reporting Act.

15




Table of Contents

The FCRA Amendments include, among other things:

 requirements for financial institutions to devefuoglicies and procedures to identify potential idtgrtheft
and, upon the request of a consumer, place a #utlin the consumer’s credit file stating that tonsumer
may be the victim of identity theft or other frat

» consumer notice requirements for lenders that assumer report information in connection with risksed
credit pricing programs

« for entities that furnish information to consumepeorting agencies (which would include the Banks),
requirements to implement procedures and poli@ganding the accuracy and integrity of the furnishe
information and regarding the correction of pregiguurnished information that is later determiniede
inaccurate; an

» arequirement for mortgage lenders to discloseitcsedres to consumel

The FCRA Amendments also prohibit a business gives consumer information from an affiliate from
using that information for marketing purposes uslgee consumer is first provided a notice and grodpnity to
direct the business not to use the informatiorstmh marketing purposes (the aptt), subject to certain exceptio
We do not share consumer information among oulisg&d companies for marketing purposes, exceptlawed
under exceptions to the notice and opt-out requerdm Because no affiliate of BancTrust is curkesitiaring
consumer information with any other affiliate ofi8d rust for marketing purposes, the limitationssbaring of
information for marketing purposes do not havegaificant impact on us.

Anti-Terrorism and Money Laundering Legislation

The Banks are subject to the Uniting and StrengtigeAmerica by Providing Appropriate Tools Requited
Intercept and Obstruct Terrorism Act of 2001 (thkSA PATRIOT Act”), the Bank Secrecy Act and rulesla
regulations of the Office of Foreign Assets Conftbeé “OFAC"). These statutes and related rulesragdlations
impose requirements and limitations on specifiafiicial transactions and account relationships améhtended to
guard against money laundering and terrorism fimnche Banks have each established a customatifidation
program pursuant to Section 326 of the USA PATRKQT and the Bank Secrecy Act, and otherwise have
implemented policies and procedures to comply #ithforegoing rules.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 (“SOX”") compreheelivevised the laws affecting corporate governance
accounting obligations and corporate reportingcfimpanies, such as BancTrust, with equity or detdrsties
registered under the Exchange Act. In particul@X®stablished: (a) new requirements for audit cithess,
including independence, expertise, and respons#sili(b) additional responsibilities regardingafiitial statements
for the Chief Executive Officer and Chief Finandidficer of the reporting company; (c) new standdiat auditors
and regulation of audits; (d) increased disclosume reporting obligations for the reporting company their
directors and executive officers; and (e) new amtaased civil and criminal penalties for violagasf the securities
laws.

Proposed Legislation and Regulatory Action

New regulations and statutes are regularly proptsaocontain wide-ranging proposals for altering t
structures, regulations and competitive relatiopslof financial institutions operating and doingimess in the
United States. We cannot predict whether or in vidwaih any proposed regulation or statute will bedd or the
extent to which our business may be affected byresy regulation or statute.
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Effect of Governmental Monetary Policie

Our earnings are affected by domestic economicitiond and the monetary and fiscal policies of théted
States government and its agencies. The FederahReBoard’s monetary policies have had, and &edylito
continue to have, an important impact on the opeyaesults of commercial banks. The Federal ResBoard has
the power to implement national monetary policyider, among other things, to curb inflation or t@atna
recession. The monetary policies of the FederaéResBoard affect the levels of bank loans, investis and
deposits through its control over the issuancerifdd States government securities, its regulasfahe discount
rate applicable to member banks and its influernves peserve requirements to which member banksudrgct. We
cannot predict the nature or impact of future clesng monetary and fiscal policies.

Available Information

Our annual report on Form 10-K, quarterly reportd=orm 10-Q, current reports on Form 8-K, and
amendments of those reports, filed with or furnisteethe SEC are available on our website at
http://www.banctrustfinancialgroupinc.com. Thesewunents are made available on BancTrust’'s websit®man as
reasonably practicable after they are electronidd#id with or furnished to the SEC. You may afeguest a copy
of these filings, at no cost, by writing or telephg BancTrust at the following address:

BancTrust Financial Group, Inc.
Attn: F. Michael Johnson

100 St. Joseph Street

Mobile, Alabama 36602

(251) 431-7800

Executive Officers of the Registrant

The following table reflects certain informationno@rning the executive officers of BancTrust. Esiabh
officer holds his office(s) until the first meetiing the Board of Directors following the annual rtieg of
shareholders each year, or until a successor sechsubject to removal at any time by the Boarfdigdctors.
Except as otherwise indicated, no family relatiopskexist among the executive officers and directdrBancTrust,
and no such officer holds his office(s) by virtdfeaay arrangement or understanding between hinmaagdther
person except the Board of Directors.

Name, Age and Office(s) with BancTrus Other Positions with BancTrust

J. Stephen Nelson — age 70(1) Director (since 1993)
Chairman (since 199:

W. Bibb Lamar, Jr. — age 64(2) Director (since 1989)
President and CEO (since 19¢

Michael D. Fitzhugh — age 59(3) None
Executive Vice President (since 20(

F. Michael Johnson — age 62(4) None

Chief Financial Officer, Executive
Vice President & Secretary (since 19!

Bruce C. Finley, Jr. — age 59(5) None
Senior Vice President and
Senior Lending Officer (since 200

Edward T. Livingston — age 61(6) None
Executive Vice President (since 20(

(1) Previously: Chairman, 1993-2003, Chief Executivéicef, 1984-2003, and Director, 1979-208&nkTrust o
Brewton, which was merged into the Alabama BanR(83.

(2) Chief Executive Officer, since 1989, and Chairngngce 1998, the Alabama Bank. Previously: President
(198¢-1998),the Alabama Bank
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(3) President, Chief Executive Officer and Directottod Florida Bank since 2005. Previously: Presid€nief
Operating Officer and Director (1998 to 2005) of thlabama Bank

(4) Executive Vice President and Cashier, since 19&86Atabama Bank

(5) Executive Vice President of the Alabama Bank sit@@8. Previously: Senior Loan Officer (1998-2004%
Alabama Bank

(6) Market President, Brewton, BankTru200z-2007,Division President, BankTrust, since 20

Iltem 1A. Risk Factors

You should carefully consider the following risktfas and other information included in this Anniaport on
Form 1(-K. The risks and uncertainties described belowrarethe only ones we face, and additional riskad an
uncertainties not presently known to us or thatdeem to be less significant may also impair ouwairfitial condition
and results of operations.

Our financial condition and results of operationsocld be negatively affected if we fail to grow ailfto
manage our growth effectively.

We intend to continue pursuing a profitable grostitategy. We cannot assure you that we will be &ble
expand our market presence in our existing makessiccessfully enter new markets or that any sxglansion
will not adversely affect our results of operatioRailure to grow or to manage our growth effedtivauld have a
material adverse effect on our business, futurspeads, financial condition or results of operatiand could
adversely affect our ability to successfully impkmhour business strategy.

Our ability to grow successfully will depend onariety of factors including the continued availapibf
desirable business opportunities, the competiggponses from other financial institutions in oarket areas and
our ability to manage our growth. While we believe have the management resources and internahsygteplace
to successfully manage our future growth, therebmano assurance that growth opportunities wikhbailable or
growth will be successfully managed.

We operate in a highly competitive market which magve an impact upon our success.

The banking business is highly competitive, andewgerience competition in each of our markets froamy
other financial institutions. Recent mergers, difeses, and de-novo branching in our markets,i@agrly in our
Mobile market, have affected competition. We corapeith commercial banks, credit unions, savingslaad
associations, mortgage banking firms, consumenfis@ompanies, securities brokerage firms, ins@raompanies
money market funds and other mutual funds, as agetither super-regional, national and internatiinahcial
institutions that operate offices in our primaryrke areas and elsewhere. We compete with thestutims both
in attracting deposits and in making loans. In &iddj we have to attract our customer base fromaro#ixisting
financial institutions and from new residents. Véhile believe we can and do successfully competetivitse other
financial institutions in our primary markets, wayface a competitive disadvantage as a resuliio$imaller size,
lack of geographic diversification and inabilitygpread our marketing costs across a broader maikety of our
competitors are well-established larger finangiatitutions that have greater resources and leriohits than we
do. Our success in maintaining or increasing maskate depends in part on our ability to adaptooducts and
services to evolving industry standards. Theradsdasing pressure to utilize new technologiesadher means to
provide products and services at lower prices. Thisreduce our net interest margin and revenoes éur fee-
based products and services. Our competitors nteydince new products or services embodying newntdolyies
which may cause our current technology or systenfietconsidered obsolete. Our future success imrgamarket
share may depend, in part, on our ability to ushrielogy competitively and to provide products aedvices that
provide convenience to our customers and creatéi@ull efficiencies in our operations.

Although we compete by concentrating our markegéffgrts in our primary markets with local advertisents,
personal contacts and greater flexibility and respaness in working with local customers, we ciae go
assurance this strategy will continue to be sudgkss
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We face risks with respect to future expansic

We have grown through acquisitions and continuentlyze opportunities to acquire banks. We expect t
continue to grow, in part, by acquiring other fina institutions or parts of those institutionstfire future, and we
may engage in de-novo branch expansion. Acquisitiord mergers involve a number of expenses angl risk
including:

« the time and costs associated with identifying evaluating potential acquisitions and merger past

« the estimates and judgments used to evaluate copditations, management and market risks withesdp
the target institution may not be accur:

« the time and costs of evaluating new markets, fpiexperienced local management and opening neeesffi
and the time lags between these activities andédheration of sufficient assets and deposits tpatphe
costs of the expansio

« our ability to finance an acquisition and possitilation to our existing shareholde

« the diversion of our Management'’s attention tortegotiation of a transaction and the integratiothef
operations and personnel of the combining busise

 entry into new markets where we lack experiel
« the introduction of new products and services aupbusiness

« the incurrence and possible impairment of goodas#iociated with an acquisition and possible adwsrsg-
term effects on our results of operations;

« the risk of loss of key employees and custon

We may incur substantial costs to expand, and weye no assurance such expansion will resuhénevels
of profits we seek. There can be no assurancérttegration efforts for any recent or future megger acquisitions
will be successful. Also, we may issue equity siiesrin connection with future acquisitions, whiobuld cause
ownership and economic dilution to our sharehold&ngre is no assurance that, following any futaergers or
acquisitions, our integration efforts will be sussil or our company, after giving effect to theaisition, will
achieve profits comparable to or better than osiohical experience.

Our business is subject to the strength of the UesBonomy in general and the vitality of the local@nomies
where we operate, and a downturn in our local ecomes could adversely affect our business.

Our success depends in large part upon the grawbpulation, industry, income levels, deposits hodsing
starts in our primary and secondary markets. Ifcthramunities in which we operate do not grow grévailing
economic conditions locally or nationally are urdeable, our business may not succeed. Adverse agono
conditions in our specific market area could redowegrowth rate, affect the ability of our customto repay their
loans to us and generally affect our financial ¢oowl and results of operations.

Hurricanes or other adverse weather events couldjagvely affect our local economies or disrupt our
operations, which could have an adverse effect am business or results of operations.

Our market areas in Alabama and Florida are suifdepd hurricanes. This coastal region experienoagbr
hurricanes in 2004 and 2005. The psychological shphthese storms, the high cost of and, in soases, lack of
property insurance, an over-supply of housing andstment properties along with changing propeatyes and
higher taxes over recent years have slowed theoeticrgrowth in these areas. Such weather eventdisampt our
operations, result in damage to our propertiesregdtively affect the local economies in which wemate. We
cannot predict whether or to what extent damagsexhby these hurricanes or damage that may bedchydature
hurricanes will affect our operations or the ecornin our market areas, but such weather evenis cesult in a
decline in loan originations, a decline in the \eabr destruction of properties securing our loarsan increase in
the risk of delinquencies, foreclosures or
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loan losses. Our business or results of operatiasbe adversely affected by these and other nvegetffiects of
future hurricanes or other adverse weather events.

If the value of real estate in our core Northern GuCoast market were to decline materially, a sifjoant
portion of our loan portfolio could become under-ttateralized, which could have a material adverséeet on
us.

With a substantial portion of our loans concentiang the Gulf Coast of South Alabama and Norgtwe
Florida, a decline in local economic conditions Idoadversely affect the values of our real estatlateral.
Consequently, a decline in local economic cond#inoray have a greater effect on our earnings arithtépan on
the earnings and capital of larger financial ingitths whose real estate loan portfolios are mergaphically
diverse. Any decline in deposits or loan originaipany increase in borrower delinquencies or aujirte in the
value or condition of mortgaged properties couldeha material adverse effect on our business.

In addition to considering the financial strengtid @ash flow characteristics of our borrowers,Baaks often
secure loans with real estate. The real estatateddll in each case provides an alternate soun@pajment in the
event of default by the borrower. Real estate \atay deteriorate during the time the credit ieeded. If we are
required to liquidate collateral to satisfy a ddbting a period of reduced real estate valueseatnmings and capital
could be adversely affected.

We may experience greater loan losses than antitepa

The risk of credit losses on loans varies with, agiother things, general economic conditions, yipe bf loan
being made, the creditworthiness of the borrower dlve term of the loan and, in the case of a oldized loan,
the value and marketability of the collateral floe foan. Management maintains an allowance for losses based
upon, among other things, historical experiences\aatuation of economic conditions and regulareess of
delinquencies and loan portfolio quality. Basedmupoch factors, Management makes various assursyiuh
judgments about the ultimate collectibility of toan portfolio and provides an allowance for loasskes based up
such assumptions and judgments as well as a pageenf the outstanding balances. We believe tleaaltbwance
for loan losses is adequate. If Management’s assangiand judgments prove to be incorrect and tlogvance for
loan losses is inadequate to absorb losses, loe thank regulatory authorities require the Bankadcease the
allowance for loan losses as a part of their exation process, the Banks’ earnings and capitaldcbel
significantly and adversely affected. The actuabant of future provisions for loan losses cannotégrmined at
this time and may vary from the amounts of pasvisions.

We are subject to a risk of rapid and significarit@nges in market interest rates.

Most of our assets and liabilities are monetamgature and are subject to significant risks tiedhanges in
interest rates. Changes in interest rates maytaftedevel of interest income, the primary companaf our gross
revenue, as well as the level of our interest egpeaur largest recurring expenditure. In a peoiodsing or
declining interest rates, our interest expensedccmdrease or decrease in different amounts addfatent rates
than the interest that we earn on our assets. Aoaly, changes in interest rates could reducenetiinterest
income. Our profitability depends to a large extemur net interest income. Unexpected or sigaifienovements
in interest rates could cause our net interestnmecto decrease and could impact the valuation oassets and
liabilities. Changes in the level of interest ratesy negatively affect our ability to originate Ireatate loans, the
value of our assets and our ability to realize giom the sale of our assets, all of which ultiehatffect our
earnings. A decline in the market value of our sss®y limit our ability to borrow additional funds result in our
lenders requiring additional collateral from us endur loan agreements. As a result, we could tpeired to sell
some of our loans and investments under adversieetneaonditions, upon terms that are not favorables, in order
to maintain our liquidity. If those sales were mad@rices lower than the amortized costs of thestments, we
would incur losses.
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The Federal Reserve Board regulates the supplyokgnand credit in the United States. Its policietermine
in large part our cost of funds for lending andeisting and the return we earn on those loans amdtiments.
Changes in interest rates, inflation or the finahoiarkets may affect the demand for our productsuo ability to
deliver products efficiently.

We may be required to raise additional capital atime when capital may not be readily available.

We are required by federal and state regulatotyaaities, as well as good business practices, iataia
adequate levels of capital to support our operati@ur ability to raise additional capital, if neeld will depend on
conditions in the capital markets at the time anaor financial performance. Accordingly, we canassgure you of
our ability to raise additional capital, if needed,terms acceptable to us. If we cannot raisetiaddi capital when
needed, our ability to further expand our operatitmough internal growth and acquisitions couldragerially
impaired.

We are subject to extensive regulation that coutdit or restrict our activities.

We operate in a highly regulated industry and algest to examination, supervision and comprehensiv
regulation by various federal and state agencias.cOmpliance with these regulations is costly eegdricts certain
of our activities, including payment of dividendsergers and acquisitions, investments, loans,asteates charge
interest rates paid on deposits and locationsfafes. We are also subject to capitalization guids established by
our regulators that require us to maintain adeqcaétal to support our growth.

The laws and regulations applicable to the bankidgstry could change at any time, and we canredipt the
effects of these changes on our business andaiiditiy. Because government regulation greatly cfféhe busines
and financial results of all commercial banks aadkbholding companies, our cost of compliance cadlersely
affect our ability to operate profitably.

The Sarbanes-Oxley Act of 2002, and the relatessrahd regulations promulgated by the Securitids an
Exchange Commission and Nasdagq that are now apf@ita us, have increased the scope, complexitycaatof
corporate governance, reporting and disclosuretipesc As a result, we have experienced, and magne to
experience, greater compliance costs.

We are dependent upon the services of our managentesam.

Our future success and profitability are substéigtdependent upon the management and bankingiabibf
our senior executives. We believe that our futesaiits will also depend in part upon our attracting retaining
highly skilled and qualified management, sales rmadketing personnel. Competition for such persoimigitense,
and we cannot assure you that we will be successfetaining such personnel. We also cannot gueeathat
members of our executive management team will rewith us. Changes in key personnel and their mresipdities
may be disruptive to our business and could havatarial adverse effect on our business, finarzabition and
results of operations.

We may not be able to achieve anticipated resuitsf our merger with The Peoples BancTrust Compaing.

Our ability to achieve the benefits we expect fromn acquisition of Peoples depends on a variefaaibrs. Wi
may encounter:

« lower than expected cost savings or earnings frrcombined compan
 greater than expected difficulties in combining Bairus’s and Peopl¢ cultures;
» an economic downturn in new markets we have ent

» greater than expected loss of customers or emEoPe

difficulties in integrating Peopl’ and BancTru¢s businesse:
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If we experience these or other difficulties widspect to the Peoples merger, that could adveasielgt our
earnings or our financial condition.

Iltem 1B. Unresolved Staff Comments

None

Item 2. Properties

Our corporate headquarters occupy an approximatef00 square foot facility located at 100 St. pbs8treel
in downtown Mobile, Alabama 36602. We lease thisrerfacility, which also houses the headquartérthe
Alabama Bank. The current term of the lease far Ithiilding expires on December 31, 2010. We haveption to
extend this lease for one additional term of fieans. In addition to our corporate headquartersppegate 53 office
or branch locations in Southern and Central AlabanthNorthwest Florida, of which 42 are owned ahdie
subject to either building or ground leases. We alsn a building in downtown Mobile and a buildiimgSelma tha
we use as operations centers. We paid annualireB@07 of approximately $456 thousand. We curyeindve an
agreement in place to sell three branches in amthdrTuscaloosa, Alabama. Two of these branchestapeut of
leased facilities, and we currently own the thadifity being sold. At December 31, 2007, thereaveo significant
encumbrances on our offices, equipment or otheradipaal facilities.

Item 3. Legal Proceeding:

In the ordinary course of operating our businessnvay be a party to various legal proceedings fioma to
time. We do not believe that there are any pendirthreatened proceedings against us, which, érdehed
adversely, would have a material effect on ourfeess, results of operations or financial condition.

Item 4. Submission of Matters to a VVote of Security Hold¢

None

PART Il
Item 5. Market for Registran’s Common Equity, Related Stockholder Matters anduer Purchases of Equit
Securities
Market Prices and Cash Dividends Per Share
BancTrust’'s common stock trades on The Nasdaq G#dlact Market under the symbol BTFG.

At December 31, 2007, the Company had approxim&t@90 shareholders, of record or through regidtere
clearing agents.

The following chart provides the high and low sgleise and the cash dividend declared for eachteuir
2007 and 2006.
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Cash Dividends

Declared
High Low Per Share
2007
Fourth quarte $17.3¢ $11.1¢€ $0.1:
Third quartel 21.3: 15.5t 0.1z
Second quarte 22.6¢ 17.9¢ 0.1z
First quartel 25.7%  19.9( 0.1z
2006
Fourth quarte $27.9¢ $23.0( $0.13
Third quartel 28.28  22.2¢ 0.1z
Second quarte 23.71  20.0¢t 0.1z
First quartel 22.2¢ 19.7(C 0.1z

Securities Authorized for Issuance under Equity Comensation Plans

The following table sets forth certain informatianDecember 31, 2007 with respect to BancTrustlstgq
compensation plans that provide for the issuanaptibns, warrants or rights to purchase BancTsusgturities.

Number of Securities Remaining

Number of Securities to be Weighted-Average Available for Future Issuance
Issued Upon Exercise o Exercise Price of Under Equity Compensation
Outstanding Options, Outstanding Options,  Plans (Excluding Securities Reflecte:
Stock Options Plan Category Warrants and Rights Warrants and Rights in the First Column)

Equity Compensation Plans

Approved by Security

Holders 183,24°(1) $15.41 299,46(2)
Equity Compensation Plans

Not Approved By Security

Holders N/A N/A N/A
Weighted-Average
Number of Market Value of
Restricted Stock Plan Categor Securities Issued Shares Issued
Equity Compensation Plans Approved by Security did 95,09 $20.3%(3)

Equity Compensation Plans Not Approved By Secutityders N/A N/A

(1) Includes shares issuable pursuant to outstanditignspunder the Company’s 1993 Incentive Compeonisati
Plan and its 2001 Incentive Compensation F

(2) Represents shares of BancTrust Common Stock whighbra issued pursuant to future awards under th& 20
Incentive Compensation Ple

(3) Represents the average of the closing bid and rask @gn the date of issu

Share Repurchases

On September 28, 2001, the Company announced ih&¢nded to repurchase up to 425 thousand sbéits
common stock. Approximately one year before impletation of the stock repurchase plan, the Compamghase
61 thousand of its shares. As of December 31, 20@7/Company had purchased 195 thousand sharesthade
stock repurchase plan. These purchases were adsbetgpprimarily through private transactions andeve
accounted for under the cost method. The Compaangghurchases, including those that predate thechase
plan, ranged in price from $8.00 per share to p&¥ share, and the weighted-average price pee glaéd by the
Company was $9.42. The Company has not repurctzasedf its shares under this repurchase plan since
December 23, 2002.
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The following table provides information about puases by BancTrust during the quarter ended Deaedihe
2007 of equity securities that are registered bydBaust pursuant to Section 12 of the Exchange Act.

Maximum Number of Shares

Number of Average Shares Purchased as Pa that May Yet be Purchased
Shares Price Paid of Publicly Announced Under the Plans or
Period Purchased(1) per Share Plans or Programs Programs(2)
10/01/0°-10/31/07 1,29( $14.2( 0 229,95!
11/01/0°-11/30/07 70€ $12.3¢ 0 229,95!
12/01/0°-12/31/07 0 $ 0.0C 0 229,95!
Total 1,99¢ $13.5¢ 0 229,95!

(1) 1,998 shares were purchased on the open market\twe shares for BancTrust's grantor trust reldeeits
deferred compensation plan for directc

(2) Under a share repurchase program announced om$ept@8, 2001, BancTrust may buy up to
425,000 shares of its common stock. The repurgh@seam does not have an expiration d
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Item 6. Selected Financial Dat:

At and for the Year Ended December 31

2007 2006 2005 2004 2003

RESULTS OF OPERATIONS
Interest revenu $ 104,02 $ 88,18 $ 72,90t $ 50,91: $ 28,48
Interest expens 50,24¢ 35,92 20,86: 11,92¢ 7,01:
Net interest revenu 53,78( 52,26¢ 52,04« 38,98¢ 21,47(
Provision for loan losse 12,43¢ 4,59¢ 5,72 3,897 1,841
Nor-interest revenu 14,62 11,62( 10,98’ 10,515 7,082
Nor-interest expens 47,77: 39,70z 37,26: 31,78 18,89:
Income from continuing operations before incomes 8,19: 19,58¢ 20,04« 13,81¢ 7,81¢
Income tax expens 2,007 6,30 6,76 3,902 2,16¢
Income from continuing operatiol 6,18¢ 13,28¢ 13,277 9,91¢ 5,652
Income from discontinued operations before incoaxes 0 0 57t 1,68¢ 982
Gain on sale of discontinued operations beforermetaxe: 0 0 2,411 1,48¢ 0
Total income from discontinued operations befosmime

taxes 0 0 2,98¢ 3,16¢ 982
Income tax expens 0 0 1,14« 1,78 313
Income from discontinued operatic 0 0 1,847 1,38t 66¢
Net income $ 618 $ 1328 $ 1511¢ $ 1130 $ 6,32C
PER SHARE DATA:
Basic earnings per shé $ 04¢ % 1.1¢ % 1.3¢ $ 1.0 % 0.7z
Diluted earnings per sha $ 04¢ % 117 % 1.3t $ 1.0z $ 0.71
Basic earnings per share from continuing operal $ 04¢ $ 1.1¢  $ 1.1¢  $ 09C $ 0.64
Diluted earnings per share from continuing operet $ 04¢ % 117 % 1.1¢ $ 0.9C $ 0.64
Basic earnings per share from discontinued opers $ 0.0C $ 0.0C $ 017 $ 0.1 $ 0.0¢
Diluted earnings per share from discontinued opmra ~ $ 0.0C $ 0.0C $ 0.1¢ $ 0.1z $ 0.07
Cash dividends declared per sh $ 05z $ 05z $ 05z $ 05z $ 0.52
Book value per shai $ 142¢ $ 1241 $ 117¢ $ 11.0¢ $ 10.6i
Common shares outstandi 17,497 11,16¢ 11,11 11,02 10,93(
Basic average shares outstanc 12,52 11,15 11,10¢ 10,98: 8,75¢
Diluted average shares outstand 12,70¢ 11,30¢ 11,18¢ 11,07¢ 8,88¢
SUMMARY BALANCE SHEET DATA:
Total asset $2,240,09: $1,353,400 $1,306,05 $1,191,22; $1,076,90
Loans, net of unearned incot 1,632,67t  1,004,73! 993,35 862,20’ 647,37¢
Deposits 1,827,92 1,104,12' 1,041,84 939,95¢ 764,17:
Investment: 245,87 118,49¢ 132,35:¢ 140,51. 176,61
Federal funds sol 59,40( 62,50( 32,00( 6,00( 29,33:
FHLB advances and lo-term debi 137,34: 95,52! 110,05° 58,50( 38,50(
Shor-term borrowings 4,19¢ 4,12 8,59t 14,11« 24,467
Shareholder’ equity 249,52( 138,52 131,03¢ 122,18: 116,66t¢
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At and for the Year Ended December 31,

2007 2006 2005 2004 2003

AVERAGE BALANCES:
Total asset $1,558,041 $1,297,55 $1,270,18° $1,109,67' $678,59¢
Earning asset 1,381,35¢  1,151,20 1,104,06: 895,37( 536,67¢
Loans 1,147,71. 999,03: 952,70: 726,79: 370,00
Deposits 1,277,59°  1,042,22 1,001,41: 828,66  484,34.
Shareholder’ equity 163,12: 136,34 127,45¢ 119,82( 82,13¢
PERFORMANCE RATIOS
Return on average ass 0.4(% 1.02% 1.1¢% 1.02% 0.9%%
Return on average equi 3.7% 9.7/% 11.8% 9.4% 7.7(%
Net interest margin (tax equivalent) 3.95% 4.61% 4.8(% 4.47% 4.1%%
Efficiency ratio(2) 69.06% 61.36% 58.28% 62.82% 63.8%
ASSET QUALITY RATIOS:
Nonperforming assets to total ass 2.2€% 1.2% 0.55% 0.3(% 0.45%
Allowance for loan losses to total loans, net ofamed

income 1.46% 1.65% 1.41% 1.11% 1.2(%
Net loans chargeoff to average loan 1.02% 0.25% 0.14% 0.2% 0.64%
Allowance for loan losses to n-performing loan: 65.99% 100.7%% 207.2% 326.09% 219.1%%
CAPITAL RATIOS:
Tier 1 leverage ratio(Z 8.8€% 10.02% 8.4(% 8.28% 13.1%
Tier 1 risk-based capite 9.6(% 11.51% 9.7(% 9.4€% 10.25%
Total risk-based capite 10.84% 12.7% 10.95% 10.4% 11.31%
Average shareholde equity to average total ass 10.47% 10.51% 10.09% 10.8(% 12.1(%
Dividend payout ratic 106.12% 43.7% 38.24% 50.4% 72.2%
OTHER DATA:
Banking location: 54 31 29 30 3C
Full time equivalent employet 68¢€ 41¢ 39¢€ 34¢ 36E

(1) Net interest margin is the net yield on inte-earning assets. Net yield on interest-earningtass@et interest
revenue, on a tax equivalent basis, divided by iotares-earning asset:

(2) Efficiency ratio is the result of non-interest erpe divided by the sum of net interest revenuedtpxvalent)
and nor-interest revenue

(3) Tier 1 leverage ratio is defined as Tier 1 cagjpalrsuant to risk-based capital guidelines) asreqmage of
adjusted average asse
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Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operatiol
Introduction

The following discussion and analysis reviews @sutts of operations and assesses our financiditgam The
purpose of this discussion is to focus on inforpratibout us that is not otherwise apparent fronttimsolidated
financial statements and related footnotes appga&isewhere in this Report on Form 10-K. Referestmauld be
made to those financial statements and the seléotattial data presented elsewhere in this Report
Form 10-K for an understanding of the followingalission and analysis. Historical results of operatiand any
trends which may appear are not necessarily indeaf the results to be expected in future periods

The following discussion and analysis also ideasifsignificant factors that have affected our faian
condition and results of operations during thequgiincluded in the financial statements containgtlis Report on
Form 10-K. We encourage you to read this discusai@hanalysis in conjunction with our financialtstaents and
the other statistical information included in tRisport on Form 10-K.

Executive Summary

We are a multi-bank holding company that was o&tiynformed in 1985 as a Delaware corporation urider
name Mobile National Corporation. In 1993, we chethgur name to South Alabama Bancorporation, Ind, &
1996, reincorporated in Alabama. In May 2002, wangfed our name to BancTrust Financial Group, Inc.

As a bank holding company, our results of operatimre almost entirely dependent on the resultpefations
of our subsidiary Banks. The following table listsr subsidiary Banks and contains selected datiteckto each

Bank:
Total Assets
Number of at December 31
Bank Locations Market Area Counties 2007
(In thousands)
Alabama Bank 44  Autauga, Baldwin, Barbour, Bibb,
Butler, Dallas, ElImore, Escambia,
Jefferson, Lee, Marengo, Mobile,
Monroe, Shelby, Tuscaloosa in
Alabama $1,943,73!
Florida Bank 10 Bay, Okaloosa, Walton in Floric $ 333,17

Through the Banks, our trust department, a findrseievices subsidiary and an insurance subsidiarpffer a
broad range of financial services to our customec,ding retail banking, trust, insurance andusiies services
and products.

Like most community banks, we derive the majoritypor revenue from the interest we earn on ourdaard
investments, and our greatest expense is the ght@eepay on interest-bearing deposits and bormgsvin
Consequently, one of the key measures of our saésesir net interest income, which is the diffeebetween the
revenues we earn on our interest-earning assets asuloans and investments, and the expensesynsnpgaur
interest-bearing liabilities, such as interest-bepdeposits and borrowings. Another key measur@iosuccess is
the spread between the yield we earn on thesesgitearning assets and the rate we pay on ouestibearing
liabilities, which is called our net interest sptea

There are risks inherent in all loans, so we mairda allowance for loan losses that we believadisquate to
absorb probable losses inherent in our loan paotfVe maintain this allowance by charging a prmvisor loan
losses against our operating earnings for eaclhgiéiWe have included a discussion of this processvell as
several tables describing our allowance for lo@sés, in the following discussion.

In addition to earning interest on our loans aneggtments, we earn income through fees and ottaegek to
our customers, including service charges on depgsibunts, mortgage fees, trust fees and fees for
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investment services. We have also included a dssmu®f the various components of this non-interesime, as
well as of our non-interest expense.

We measure and monitor the following factors asikdjcators of our financial performance:

* Netincome

« Earnings per shai

* Loan and deposit grow

» Credit quality

Important developments for the year ended Dece®be?007 included:

« In May we merged BankTrust of Alabama, based iraHla, into the Alabama Bank. This reduced our
number of banks to two, the Alabama Bank and toeidd Bank.

* We completed the acquisition of The Peoples BaratT@@mpany, Inc. in October of 2007, which increlase
the size of the Company to $2.2 billion in ass

 In December 2007 we merged The Peoples Bank arst Tampany into the Alabama Bat

« The acquisition of Peoples and the mergers destdabeve have eliminated approximately $4.0 miliion
annual costs and we believe that the opportuniistefor additional savings beginning in 20

« We have begun planning for the merger of the FoBdnk into the Alabama Bank in 2008. This mergdir w
provide the opportunity for additional cost savin@sce the merger is complete, we will be a onéban
holding company with greatly streamlined operatic

« As aresult of a deterioration in the real estadekat, the higher level of loan charge-offs anddbetinuing
uncertainty regarding economic conditions in thekats in which we operate, particularly those ia th
coastal regions of southern Alabama and northwlesida, we significantly increased the provision kman
losses in the fourth quarter of 20l

Effect of Economic Trends

During 2003 and most of 2004, the financial markgtsrated in an historically low interest rate eowiment.
During 2004, many economists believed the econory beginning to show signs of strengthening, aad-dderal
Reserve increased the federal funds interest ya12b basis points during 2004 and by an additi@o8l basis
points during 2005. In mid-2006 the Federal Resstopped increasing rates, and problems in thepsofe real
estate market began to appear later in the ye&00i problems in the sub-prime real estate mdmkgan to
intensify, and problems in the debt markets in galn@egan to appear. In August of 2007, in an etfocombat the
economic effects of the debt problems, the Fed®eakrve began reducing interest rates. The redhscticcelerated
into early 2008. Along with the sub-prime probleriigg national real estate market faced a genedattmn in the
sales and values of homes and other real estatiée W problems have affected wide areas of thigedrStates,
they have been amplified in our coastal market&anida and Alabama by the continuing market ditinrpcaused
by major hurricanes in 2004 and 2005. Our urbarketarsuch as Mobile, Montgomery and Birmingham haste
been as severely affected. Mobile in particulanying a robust economy, and recent announcernoéseyeral
large industrial development projects being awatdetie Mobile area have set the stage for contirme®nomic
strength.

The specific economic and credit risks associatiéld @ur loan portfolio, especially the real estiaten
portfolio, include, but are not limited to, a gesledtownturn in the economy which could affect unyment rates
in our market areas, general real estate marketidedtion, interest rate fluctuations, deteriodatellateral, title
defects, inaccurate appraisals and financial detgion of borrowers. Construction and developnemding can
also present other specific risks to the lendeh sascwhether developers can find builders to btg/flar home
construction, whether the builders can obtain faiag for the construction, whether the builders salhthe home t
buyers and whether buyers can obtain permanemding. Until mid-2005, real estate values in outnmgolitan
Montgomery and coastal Alabama and Florida markets
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increased, and employment trends in our markesaxeae favorable. We experienced a slowdown in temand
in our coastal markets in the Fall of 2005 whick bantinued through 2007. The most likely reasarite
slowdown initially was the effects the 2004 and 20@rricanes had along the Gulf Coast, especialisriehne
Katrina in August of 2005. The sub-prime problewmbined with the collapse of the real-estate markebme
areas, has intensified the problems along the Gaodfst.

Critical Accounting Policies and Estimates

We have adopted various accounting policies thaegothe application of accounting principles gaiigr
accepted in the United States of America and gépeaatices within the banking industry in the pggtion of our
financial statements. Our significant accountinigies are described in the notes to our auditetbalidated
financial statements as of December 31, 2007, bégijron page 58 of this Report on Form 10-K. Cartai
accounting policies require Management to makenaséis and assumptions that affect the reported s ofi
assets and liabilities and disclosure of contingesets and liabilities at the date of the findratEtements and the
reported amounts of revenues and expenses duengpiorted period. Actual results could differ frtmse
estimates. Estimates and assumptions are reviegramtiizally, and the effects of revisions are retiéel in the
consolidated financial statements in the periog tire determined to be necessary. We believe ihwahce for
loan losses is the critical accounting policy ttegtuires the most significant judgment and estimated in
preparation of our consolidated financial statemeftdescription of these policies is set forthobel

Allowance for Loan Losses

The allowance for loan losses is maintained avel leonsidered by Management to be sufficient &oéap
losses inherent in the loan portfolio. Loans arargld off against the allowance for loan lossesviWanagement
believes that the collection of the principal idikely. Subsequent recoveries are added to thevatce.
BancTrust’s determination of its allowance for lIdasses is determined in accordance with Stateofdfinancial
Accounting Standards (“SFAS”) Nos. 114 and 5 argiotegulatory guidance. The amount of the allowdnc
loan losses and the amount of the provision chaigespense is based on periodic reviews of thdqdar, past
loan loss experience, current economic conditionssaich other factors which, in Management’s judgingeserve
current recognition in estimating loan losses.

Management has developed and uses a documentethsyistmethodology for determining and maintairam
allowance for loan losses. A regular, formal andaing loan review is conducted to identify loanshainusual
risks and probable loss. Management uses the &aew process to stratify the loan portfolio iniskrgrades. For
higher-risk graded loans in the portfolio, the Baudletermine estimated amounts of loss based onadéaetors,
including historical loss experience, Managemejoitigment of economic conditions and the resultmgact on
higher-risk graded loans, the financial capacityhef borrower, secondary sources of repaymentdiroducollateral,
and regulatory guidelines. This determination a&lsosiders the balance of impaired loans. Spedifievances for
impaired loans are based on comparisons of thededaarrying values of the loans to the preseluevaf these
loans’ estimated cash flows discounted at eacHdazffective interest rate, the fair value of tladlateral, or the
loans’ observable market price. Recovery of theyirag value of loans is dependent to a great exdargconomic,
operating and other conditions that may be beybadCompany’s control.

In addition to evaluating probable losses on irdiigl loans, Management also determines probatdeddsr
all other loans that are not individually evaluat&tde amount of the allowance for loan losses edl&d all other
loans in the portfolio is determined based on histéd and current loss experience, portfolio mixibgn type and b
collateral type, current economic conditions, #eel and trend of loan quality ratios and such othetors that, in
Management’s judgment, deserve current recogniti@stimating inherent loan losses. The methodotoyy
assumptions used to determine the allowance atéoaily reviewed as to their appropriateness gittenmost
recent losses realized and other factors thaténfta the estimation process. The model assumimhgesulting
allowance level are adjusted accordingly as thasefs change.
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Goodwill

Management tests goodwill for impairment on an ahbasis, or more often if events or circumstaricdate
there may be impairment. If the carrying amourd oéporting unit's goodwill exceeds its impliedrfaalue, the
Company would recognize an impairment loss in aowarhequal to that excess.

Fair values of reporting units in 2007 were detewedi using two methods, one based on the priceradtiple
of tangible equity capital that similar units haaad for and one based on discounted cash flow eadéh
estimated cash flows based on internal forecastetohcome. These two methods provided a rangalahtions
that Management used in evaluating goodwill forsgae impairment. Our goodwill impairment testirgg 2007,
which was updated at December 31, 2007 as a i&fsiié recent decline in our stock price, indicateat none of
our goodwill is impaired. As a result of the recdatline in our stock price, the excess of thevfalue over carryin
value narrowed in our reporting units. If our steeice continues to decline, if the reporting uitsnot produce
anticipated cash flows, or if similar units begalling at significantly lower prices than in thespaour goodwill ma
be impaired in the future.

Financial Condition
Recent Acquisition

In October of 2007, the Company completed the adtipm of The Peoples BancTrust Company, Inc.
(“Peoples”). On the acquisition date the asseBeufples were approximately $999 million. The adtjars of
Peoples was accounted for under the purchase aougpumethod as required by United States genesaaitepted
accounting principles. Under this method of accimgptthe financial statements and tables showhiggection do
not reflect results of operations or the financiahdition of Peoples prior to October 15, 2007. @=wilt of this
accounting method is that certain items shown énftfiowing financial statements and tables are leseful as a
means of judging the Company’s performance in 28@Fin comparing 2007 to prior years.

Average Assets and Liabilities

Average assets in 2007 were $1.6 billion, comp#oekl.3 billion in 2006. Most of the increase ireeage
assets was attributable to the Peoples acquisiieerage loans, net, in 2007 were $1.1 billion caneg to
$984 million in 2006. We experienced a significemrease in loan demand beginning in 2003, andémeand
continued to accelerate in 2004 and into the fiedt of 2005. Beginning in the third quarter of 200e experienced
a rapid slowdown in loan demand in our Gulf Coaathats, most likely a reaction to the extreme learre season
of 2005, especially Hurricane Katrina. While loanthnd remains robust in our metropolitan marketdalbile,
Montgomery and Birmingham, loan demand in our m@arki@rectly on the coast remains light.

Average deposits in 2007 were $1.3 billion. Shertrt and long-term borrowings consist of federabifain
purchased, Federal Home Loan Bank (“FHLB") borrayginovernight repurchase agreements and noteslpagab
our subsidiary statutory trusts issued in conneatith trust preferred securities offerings. In Betber 2006, we
issued an additional $15 million of trust prefersetturities. Part of the funds were used to pay &fnk loan, and
the remaining proceeds were used for general catp@urposes. In October of 2007, in order to cetehe
purchase of Peoples, we obtained a term bank iotreiamount of $38 million.

Our average equity as a percent of average tadatas 2007 was 10.47 percent, compared to 1@&Ept in
2006. Average equity in 2007 and 2006 included axiprately $57 million and $45 million, respectivehgcorded
as intangible assets related to acquisitions adeduior as purchases.
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Table 1

DISTRIBUTION OF AVERAGE ASSETS, LIABILITIES AND SHA REHOLDERS' EQUITY

2007 2006 2005 2004 2003
(Dollars in thousands)
Average Asset
Cash and due from ban $ 46,92¢ $ 46,42: $ 46,26: $ 36,59 $ 24,41¢
Federal funds sol 67,94° 26,17: 13,91¢ 7,27¢ 10,93
Interes-bearing deposit 23,24¢ 37C 241 56€ 52
Securities available for sa 142,44 125,63« 137,20: 160,73 155,69(
Loans, ne 1,127,81. 984,21 942,03« 718,34(  365,22:
Premises and equipment, | 56,48( 44,03¢ 38,77: 36,00¢ 13,631
Accrued income receivab 8,93¢ 7,492 5,947 4,59¢ 3,02¢
Other real estate owned, r 4,28¢ 598 394 65C 51C
Intangible assets, n 57,29: 45,36¢ 46,127 46,88t 4,181
Cash surrender value of life insurat 7,21 5,05: 4,832 4,61:% 12
Other asset 15,44 12,19: 2,85¢ 1,75t 1,90¢
Assets related to discontinued operati 0 0 31,59¢ 91,65¢ 99,01
Average Total Assel $1,558,04( $1,297,55( $1,270,18. $1,109,67' $678,59¢
Average Liabilities and Sharehold’ Equity
Non-interes-bearing demand depos $ 174,86 $ 180,00¢ $ 207,09: $ 155,44: $ 87,90:
Interes-bearing demand depos 369,47! 254,53 245,60! 226,73. 134,65t
Savings deposil 84,10: 92,31¢ 119,87: 96,80¢ 35,36!
Time depositt 649,15: 515,37( 428,84 349,68! 226,42«
Total deposit: 1,277,59°  1,042,22 1,001,41. 828,66!  484,34.
Shor-term borrowings 3,321 9,607 17,73¢ 20,43¢ 8,45¢
FHLB advances and lo-term debt 99,68’ 99,27( 83,35¢ 50,03( 12,62
Other liabilities 14,31« 10,10z 11,40: 8,60( 4,35t
Liabilities related to discontinued operatic 0 0 28,817 82,13( 86,68:
Shareholder equity 163,12: 136,34 127,45¢ 119,82( 82,13¢t
Average Total Liabilities and Shareholders’
Equity $1,558,04( $1,297,55( $1,270,18. $1,109,67' $678,59¢
Loans

Average loan growth was strong from 2003 to mid5®8a6 economic conditions in our markets were good.
After the 2005 hurricane season and Hurricane Katioban demand in our markets directly on the Gliexico
slowed considerably. While our offices are welthe east of the areas most directly affected byikatwe believe
that the psychological effects of the storms of£280d 2005, as well as severe problems in the pyopesurance
industry, contributed to the slowdown in loan dechémoughout our Gulf Coast beach markets that hhéy&ate
2005. Since then, additional downward pressurebbasa placed on the real estate market, espeaiatheicoastal
areas, as reduced demand has driven the steepalictlieal estate prices that accelerated in 2007 average
loan-to-deposit ratio was 90 percent in 2007 comgan
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96 percent in 2006 and 95 percent in 2005. Our-toatteposit ratio at year-end 2007 was 89 percempared to
91 percent at year-end 2006 and 95 percent ateygh2005. The decrease in this rate is primaribatable to the
Peoples purchase.

Our lending strategy concentrates on originatiregniowith relatively short maturities or, in theead loans
with longer maturities, with floating rate arrangemts when possible. Of our outstanding loans acber 31,
2007, $1.12 billion, or 68 percent, mature withiregyear or otherwise reprice within one year. Mamhg high
levels of short-term and variable rate loans inmartfolio is a key component of our interest nag& management
strategy and was a key contributor to our impravetdinterest revenue and net interest margin duhagecent
rising interest rate environment. Net interest nexeand net interest margin decreased when thesttate
environment stabilized. Net interest revenue apdtt interest margin are discussed more fully utidesults of
Operations.”

We offer, through third party arrangements, certaortgage loan products that we sell to these {harties
shortly after origination and that are thereforénetained in our loan portfolio. These productpand our mortgac
loan product offerings and have generated sigmifié@e income during the recent periods of lowertgage rates.
These fees have come from first and second honehases as well as from substantial home refinanmhgne.
The rise in interest rates beginning in mid-2004, devere hurricane season of 2005, and the dawinttine
housing market nationwide has resulted in a slowdmamortgage loan origination volume in severabof
markets; however, first home purchase and refimgneolume in the metropolitan areas of Mobile anohkgomery
have remained relatively stable.

Table 2 shows the distribution of our loan portiddy major category at December 31, 2007, andatgmd fol
each of the previous four years. Included in conmmagrfinancial and agricultural loans in 2007 &48.4 million in
commercial leases acquired in the Peoples mergbiteT3 depicts maturities of selected loan categand the
interest rate structure for such loans maturingrafhe year.

Table 2
DISTRIBUTION OF LOANS AND LEASES BY CATEGORY

December 31
2007 2006 2005 2004 2003
(Dollars in thousands)

Commercial, financial, and agricultul $ 381,36t $ 196,13¢ $168,64' $176,14! $166,44°
Real estat— constructior 476,33 341,99: 340,85¢ 218,84! 58,31:
Real estat— mortgage 681,02 411,87 429,32: 413,62( 370,87
Consumer, installment and single ¢ 101,36¢ 54,857 55,72( 54,93¢ 52,49
Total 1,640,08! 1,004,85i 994,54t 863,54t 648,12
Less: Unearned discount lea: (7,81%) 0 0 0 0
Less: Deferred loan cost (unearned loan income),

net 402 (12%) (1,199 (1,339 (748)

Total loans and leas: $1,632,670 $1,004,73! $993,35. $862,20° $647,37¢
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Table 3
SELECTED LOANS AND LEASES BY TYPE AND MATURITY

December 31, 200°
Maturing
Within After One But After Total
One Year Within Five Years Five Years
(Dollars in thousands)

Commercial, financial, and agricultui $215,26¢ $ 122,38! $ 43,71t $ 381,36t
Real estat— constructior 361,96t 102,55: 11,81 476,33l
Real estat— mortgage 192,33! 281,13: 207,56: 681,02°

$769,56° $ 506,06° $263,08¢ $1,538,72.

Loans maturing after one year wi
Fixed interest rate $ 365,52! $101,90¢
Floating interest rate 140,54. 161,18:

$ 506,06° $263,08!

Securities

SFAS No. 115Accounting for Certain Investments in Debt and BgS8ecurities requires that securities be
classified into one of three categories: held toumity, available for sale or trading. Securitiéassified as held to
maturity are stated at amortized cost. Securitieskssified as held to maturity if Managementthaspositive
intent, and we have the ability, to hold the sd@siuntil they mature. Securities classified aailable for sale are
stated at fair value. Securities are classifiedaslable for sale if they are to be held for indigéé periods of time,
such as securities Management intends to use asfptr asset/liability strategy or that may bédsio response to
changes in interest rates, changes in prepaynskst hanges in liquidity needs, the need to irsereagulatory
capital or other similar factors. At December 3007, all of our securities were in the availabledale category. At
December 31, 2007, we held no trading securitieseourities classified as held to maturity.

The maturities and weighted-average yields of skesimavailable for sale at December 31, 2007 pagsented
in Table 4 at amortized cost using the averagedtatntractual maturities. The average stated actial maturities
may differ from the average expected life becadisswrtized principal payments or because borrowreag have
the right to call or prepay obligations. Tax eqleéve adjustments, using a 35 percent tax rate, haea made when
calculating yields on tax- exempt obligations. Mage-backed securities are shown only in the &stahese
securities have monthly principal payments.

Table 4
MATURITY DISTRIBUTION OF INVESTMENT SECURITIES
After One After Five
But Within But Within After Ten
Within One Year Five Years Ten Years Years Total
December 31, 20C Amount Yield Amount Yield Amount Yield Amount Yield Amount  Yield

(Dollars in thousands)

Securities available for sa
U.S. Treasury securitie $ 79¢ 491%$ 29¢ 5.05%%$ 0 0.0(%$ 0 0.0(%$ 1,097 4.95%
U.S. Government sponsore

enterprise! 25,32¢ 4.4z 4554¢ 4.7z 23,271 5.2¢ 2,99¢ 4.7t 97,14¢ 4.7¢
State and political
subdivisions 2,28¢ 6.9C 12,04 6.06 15,63: 6.77 7,93 7.4€ 37,88¢ 6.7
Other investment 0 0.0C 1,00: 3.57 0 o0.0C 1,41¢ 4.67 2,421 4.21
Mortgage-backed securitie 0 0.0C 0 0.0C 0 0.0C 0 0.0C 105,07. 5.27
Total securities available for
sale $ 28,41« 4.62% $58,89(  4.98% $38,90: 5.8t% $12,347 6.48% $243,62t 5.29%
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The amortized cost and estimated fair values afshment securities available for sale at Decembg2307,
2006 and 2005, are presented in the following table

Table 5
AMORTIZED COST AND ESTIMATED FAIR VALUE OF INVESTME NT SECURITIES

2007 2006 2005
Amortized Estimated Amortized Estimated Amortized Estimated
Cost Fair Value Cost Fair Value Cost Fair Value

(Dollars in thousands)

U.S. Treasury securitie $ 1,097 $ 1,112 $ 89 $ 90z $ 49¢ $  49¢
U.S. Government sponsored enterpr 97,14¢ 98,08’ 43,39( 42,57 45,28: 44,28(
State and political subdivisiol 37,88¢ 38,37 44,13¢ 44,66¢ 47,62¢ 48,31¢
Other investment 2,421 2,40¢ 1,57¢ 1,54: 5,25t 5,181
Mortgagebacked securitie 105,07. 105,89t 29,52¢ 28,81% 34,87 34,075
Total securities available for se $243,62¢ $24587° $119,52. $118,49¢ $133,53  $132,35:

Deposits and Sho-Term Borrowings

Average deposits increased at a rapid pace in 200%;ing from $828.7 million in 2004 to $1.0 biltian 2005
an increase of 20.8 percent. Our deposit mix, @rane, did not significantly change in 2004 and3200 2006, we
saw a decrease in average savings deposits of 82lfidh. Most of the decrease occurred in our Flamarket and
appears to be a result of the slowdown which oeclafter Hurricane Katrina. Also in 2006 we expecid an
increase of $86.5 million in average time depo$§itat of this increase is a result of our effooteffset the savings
deposit decrease in Florida, and the remaindetftegsfrom new account efforts in our other markétse increase
of $235.4 million from 2006 to 2007 was almost ei¥i attributable to the Peoples purchase, sinpesiegrowth ir
our gulf coast markets slowed considerably. In 2006 Florida Bank significantly increased its satm time
deposits in order to attract new deposits to furah$. As these time deposits matured in 2007, Ittred& Bank
offered lower replacement rates. As a result, dépasthe Florida Bank decreased by approximéaiéR.1 million
from December 31, 2006 to December 31, 2007.

We define core deposits as total deposits lesHicates of deposit of $100,000 or more. Core déppas a
percentage of total deposits, represented 76.2peand 72.4 percent at year-end 2007 and 20Qtectgely.
While our primary deposit-taking emphasis focusesiracting and retaining core deposits from ausis who
will also use our other products and services, asetrom time to time found it necessary to use-care funding
sources such as large certificates of deposit #met dorrowed funds. This was the case in periddery rapid loar
growth such as we experienced during 2004 and 28@5do not currently need to access our non-caordiffg
sources, as internally generated funds are sugptyin liquidity needs. While we might consider @simon-core
funding sources again during periods when loan gr@xceeds core deposit growth, we currently inteneéduce
our reliance on these sources of funds.
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Table 6
AVERAGE DEPOSITS

Average for the Year

2007 2006 2005
Average Average Average Average Average  Average
Amount Rate Amount Rate Amount Rate
Qutstanding Paid Qutstanding Paid Qutstanding Paid
(Dollars in thousands)
Non-interes-bearing demand depos $ 174,86° $ 180,00t $ 207,09:
Interes-bearing demand depos 369,47! 2.66% 254,53. 1.9% 245,60! .98%
Savings deposil 84,10: 1.9 92,31¢  2.1¢ 119,87 1.2t
Time deposit: 649,15: 5.01 515,37( 4.47 428,84 3.0t
Total average deposi $1,277,59 $1,042,22i $1,001,41.

Table 7 reflects maturities of time deposits of D00 or more, including brokered deposits, at Dexar 31,
2007. Deposits of $426.3 million in this categogepresented 23.3 percent of total deposits at yeh2607,
compared to $304.9 million representing 27.6 peroétotal deposits at year-end 2006.

Table 7
MATURITIES OF TIME DEPOSITS OF $100,000 OR MORE

At December 31, 200°
Under 312 Over
3 Months  Months 12 Months Total
(Dollars in thousands)

$164,42¢ $211,19:  $50,64¢ $426,26:

Short-term borrowings include three items: (1) fadléunds purchased; (2) securities sold undereageats to
repurchase, which are overnight transactions aithd corporate customers, commonly referred toeggs%”; and
(3) other, representing borrowings from the FHLEB arshort-term loan from an unrelated lender. We fsaleral
funds of $67.9 million on average during 2007 wialerage shotierm borrowings were $3.3 million. During 20(
as Table 8 demonstrates, we relied much more tlealmawe historically on short-term borrowings asrzding
source to meet rapid loan growth; however, ouridity position improved in 2006 and into 2007, amel relied less
on short-term borrowings as a loan funding source.

Table 8
SHORT-TERM BORROWINGS

2007 2006 2005

Average Weighted- Average Weighted- Average Weightec-
Maximum Balance Average Maximum Balance Average Maximum  Balance Average
Month-End During  Interest Month-End During  Interest Month-End  During Interest

Balance Year Rate Balance Year Rate Balance Year Rate
(Dollars In thousands)
Federal funds purchas $ 0% 47 5.06% $ 0% 5C 4.7¢%$ 36,60( $ 8,12¢ 3.21%
Securities sold under agreement to
repurchas: 5,00z 3,02¢ 2.4% 17,01¢ 9,557 4.41 10,297 9,09¢ 1.9¢
Other 843 24¢€ 3.6¢ 0 0 n/g 1,00(C 513 2.92
Total shor-term borrowings $3,321 2.41% $9,607 4.41% $17,73¢ 2.6(%
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FHLB Advances and Lon-term Debt

We have used FHLB advances in the past as an aitegrio other funding sources with similar maiest
FHLB advances, as a funding source, are flexibtealow us to quickly obtain funding with the mik maturities
and rates that best suits our overall asset/ltgbilanagement strategy. Our FHLB advances tota&d3$million at
December 31, 2007 compared to $61.5 million asexfdnber 31, 2006. We use our long-term FHLB adwance
primarily to fund loan originations. During 2007 wepaid FHLB advances as they matured in an eartduce ot
dependency on these types of funds. We acquired $dillion in FHLB advances in the Peoples purchase

Of our outstanding FHLB advances at December 307 2$50.3 million had fixed interest rates and one
$15.0 million advance had a variable interest tag reprices quarterly. Note 12 to the consoliddirgancial
statements included in this Report on Form 10-Is fmth additional information relating to outstémgibalances,
scheduled maturities and rates of our FHLB advances

In 2003, we increased our long-term borrowingsdsying a note payable to our wholly owned statutiarst
subsidiary, BancTrust Capital Trust | (the “Trustihich the Trust purchased with the $18 millioogeeds of trust
preferred securities it sold to investors. The magable matures in December 2033. We pay interestte note to
the Trust, and the Trust pays dividends on thd preferred securities quarterly. The interest vateand the Trust
pay is reset quarterly at Three-Month LIBOR plu® P@sis points. We used the proceeds from thepatable to
finance a portion of the purchase price for Comm8wouith, Inc. We do not have the option to repayamgunts of
the note payable until December 2008.

In 2006, we again increased our long-term borrowimg issuing a note payable to our wholly ownetusbay
trust subsidiary, BancTrust Capital Trust Il (“Trui8), which Trust Il purchased with the $15 mdh proceeds of
trust preferred securities it sold to an invesidre note payable matures in 2037. We pay interesh® note to
Trust Il, and Trust Il pays dividends on the trpstferred securities quarterly. The interest rageawd Trust Il pay
reset quarterly at Three-Month LIBOR plus 164 basisits. We used $7.5 million of the proceeds ftomnote
payable to repay a bank loan. The remainder was fasgjeneral corporate purposes. We do not hawveltion to
repay any amounts of the note payable until 2012.

In 2007, we obtained a $38 million term loan whieh used to finance a portion of the purchase poic&he
Peoples BancTrust Company. The loan matures inb@ctaf 2010 and bears an interest rate of one mMdB®R
plus 145 basis points. This loan is carried as kemg Debt.

Asset/Liability Managemen

The purpose of asset/liability management is toimee return while minimizing risk. Maximizing retu
means achieving or exceeding our profitability gnowth goals. Minimizing risk means managing foay kisk
factors: (1) liquidity; (2) interest rate sensitvi(3) capital adequacy; and (4) asset quality: &set/liability
management involves a comprehensive approach tenstat of Condition management that meets thearisk
return criteria established by Management and terdBof Directors. Management does not typically derivative
financial instruments as part of the asset/liabilitanagement process.

Our primary market risk is our exposure to interagt changes. Interest rate risk management giteatare
designed to optimize net interest income while miming the effects of changes in market rates wfrast on
operating results and asset and liability fair ealuA key component of our interest rate risk mansant strategy is
to manage and match the maturity and repricingactaristics of our assets and liabilities.

We use modeling techniques to simulate the effemt®us changes in market rates of interest woaldlon
our interest income and on the fair values of asets and liabilities. Important elements thatcffiee risk profile
of our Statement of Condition in interest rate msideling include the mix of floating versus fixexte assets and
liabilities and the scheduled, as well as expecatgaticing and maturing volumes and rates of assaidiabilities.
Using the Interest Sensitivity Analysis presentedable 11, applying a scenario simulating a hyptithl 100 basi
point rate increase applied to all interest-earmisgets and interelearing liabilities, we would expect a net incre
in net interest income of $543 thousand for the yelowing the
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rate increase. Using a scenario simulating a hytiodd 100 basis point decrease, we would expeet decrease in
net interest income of $3.8 million for the yealtdwing the rate decrease. These hypothetical elesrgre not a
precise indicator of future events or of the aceffdcts such rate increases or decreases wouildrawur financial
condition and operating results. Instead, theyr@asonable estimates of the results anticipatieibissumptions
used in the modeling techniques were to occur.

Liquidity

Liquidity represents the ability of a bank to miggfunding needs with its available sources oftfurit
represents our ability to meet loan commitmentaealsas deposit withdrawals. Liquidity is derivadii both the
asset side and the liability side of the Stateroé@ondition. On the asset side, liquidity is paed by marketable
investment securities, maturing loans, federal $usmld and cash and cash equivalents. On theitaiidle, liquidity
is provided by a stable base of core depositsddiitian to our ability to meet liquidity demandsdhgh current
assets and liabilities, we have available, if ndeflederal funds lines of credit of $81.5 milliondaFHLB lines of
credit $31.3 million. Our Asset/Liability Committeerhich is made up of certain members of Manageraedtthe

Board of Directors, monitors our liquidity positi@md formulates and, when appropriate, implemeonsctive
measures in the event certain liquidity parametezsexceeded.

The Consolidated Statements of Cash Flows providenalysis of cash from operating, investing, andrfcing
activities. Cash flows from operating activitie®pided $20.8 million in 2007 compared to $12.6 ioillin 2006
and $20.5 million in 2005. Net cash from investaagivities provided $60.1 million in 2007 compatechet cash
used in investing activities of $19.1 million in@®primarily due to the purchase of The People Beumst
Company. Net cash used in financing activities $&%.1 million compared to net cash provided byritiag
activities of $38.2 million in 2006, due primarily the decrease in deposits of $71.7 million. Teedecrease in
cash and cash equivalents was $162 thousand in 208ipared to a net increase of $31.7 million id&and
$40.7 million in 2005. We acquired net cash andheapiivalents of $22.2 million in 2007 through thechase of
Peoples.

Contractual Obligations

Table 9 presents information about our contraabéations, which by their terms are not shortvteat
December 31, 2007.

Table 9
CONTRACTUAL OBLIGATIONS

One Year Over One Four to More Than
or Less to Three Years  Five Years Five Years Total
(Dollars in thousands)
FHLB advances and lo-term debt(1 $ 43,24 $ 48,33t $ 0 $ 45,75¢ $137,34:
Operating lease 52¢ 89¢ 46¢ 1,68: 3,57¢
Tax contingencie 13C 57¢ 257 0 96&
Payments to pension pli 1,00C 0 0 0 1,00
Certificates of depos 759,86:. 73,93: 16,31 1,18¢ 851,29¢
Total $804,76¢ $ 123,74¢ $ 17,03t $ 48,62¢ $994,18(

(1) Refer to Note 12 in the consolidated financialestagnts, “Federal Home Loan Bank Advances and Long-
Term Debt” for additional information about these obligatiomgluding certain redemption featur
Off-Balance Sheet Arrangements

The Company, as part of its ongoing operationsigisginancial guarantees in the form of financiad a
performance standby letters of credit. Standbgistof credit are contingent commitments issuethbyCompany
generally to guarantee the performance of a custtoreethird party. A financial standby letter of
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credit is a commitment by the Company to guaraateestomer’s repayment of an outstanding loannantial
obligation. In a performance standby letter of @r¢tle Company guarantees a customer’s performander a
contractual non-financial obligation for which &aeives a fee. The Company has recourse againstish@mer for
any amount it is required to pay to a third paryer a standby letter of credit. Revenues are rézed over the lifi
of the standby letter of credit. The maximum pdsdregmount of future payments the Company couldegiired to
make under its standby letters of credit at DecerBthe2007 was $34.4 million, and that sum represste
Company’s maximum credit risk. At December 31, 28 Company had $344 thousand of unearned fees
associated with standby letter of credit agreemdrite Company holds collateral to support stanéltgis of credit
when deemed necessary. Collateral varies but ntdlyde accounts receivable, inventory, propertyniéand
equipment, and income-producing commercial property

Table 10 presents information about our off-balsstueet arrangements at December 31, 2007.

Table 10
OFF-BALANCE SHEET ARRANGEMENTS

Over One Yeal

One Year Through Five Over
or Less Years Five Years Total
(Dollars in thousands)
Lines of credit— unusec $222,26( $ 30,70¢ $ 13,95, $266,91¢
Standby letters of crec 33,35( 1,091 0 34,44
Total $255,61( $ 31,79¢ $ 13,95 $301,36(

Interest Rate Sensitivit

Management attempts to maintain a proper balanweska the growth of net interest revenue and glesrihat
might result from significant changes in intereses in the market by monitoring our interest saesitivity. One
tool for measurement of this risk is gap analysisereby the repricing of assets and liabilitiesampared within
certain time categories. By identifying mismatcheeepricing opportunities within a time categowe can identify
interest rate risk. The interest sensitivity analysesented in Table 11 is based on this typepfapalysis, which
assumes that rates earned on interest-earning asgbtates paid on interest-bearing liabilitiek mvove
simultaneously in the same direction and to theesaxtent. However, the rates associated with thesets and
liabilities typically change at different times aimdvarying amounts.

Changes in the composition of interest-earningtass®d interest-bearing liabilities can increasdemrease net
interest revenue without affecting interest rates@evity. The interest rate spread between asseigheir
corresponding liabilities can be significantly chad while the repricing interval for both remaimcbanged, thus
impacting net interest revenue. Over a periodroétinet interest revenue can increase or decrease side of the
Statement of Condition reprices before the othde.shn interest sensitivity ratio of 100 percerdr(éng assets
divided by interest-bearing liabilities), which repents a matched interest rate sensitive posdmes not guarantee
maximum net interest revenue. Management evalsatesral factors, including the general directiointérest
rates, before making adjustments to earning addetsagement tries to determine the type of investraad the
maturity needed to maximize net interest revenuiewhinimizing interest rate risk. Management miagm time tc
time, accept calculated risks associated with @sterate sensitivity in an attempt to maximizeingdrest revenue.
We have not in the past used derivative financisiruments to manage interest rate sensitivity @vew in the
recent Peoples merger, we acquired an interestoateact. Peoples purchased the interest rateéaminb manage
interest rate risk in its loan portfolio. The catt has a notional amount of $50 million, indexegtime, with an
index strike (floor) of 6.5%. If prime rate fallelow 6.5%, then we will receive the difference betw the interest
on $50 million calculated at the current prime ratel the interest on $50 million calculated atittiex strike price
of 6.5%. The interest rate contract expires in 2011
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At December 31, 2007, our three-month gap posiiierest-earning assets divided by interest-bgarin
liabilities) was 92.9 percent, and our twelve-motimulative gap position was 83.5 percent. Botlitjpos were
within the range established by Management as &aigkep Our three-month gap position indicates timea, period
of rising interest rates, each $0.93 of earningasthat reprice upward during the three monthslidvbe
accompanied by $1.00 in interest-bearing liabgitiepricing upward during the same period. Thudeuthis
scenario, net interest revenue could be expectdddease during the three-month period of risatgs; as interest
expense increases would exceed increases in intecesne. Likewise, our twelve-month gap positiadicates that
each $0.84 of interest-earning assets that repujpeard during such period would be accompaniedpward
repricing of $1.00 in interest-bearing liabilitiessulting in a decrease in net interest revenua.fdariod of falling
rates, the opposite effect might occur. While dgertategories of liabilities are contractually tiedinterest rate
movements, most, including deposits, are subjegttorcompetitive pressures and do not necessafyice
directly with changes in market rates. Managemastdome flexibility when adjusting rates on thesslpcts.
Therefore, the repricing of assets and liabilitiesild not necessarily take place at the same timddrathe same
amounts.

The following table summarizes our interest-sewsitissets and liabilities as of December 31, 28@justable
rate loans are included in the period in whichrtivgerest rates are scheduled to adjust. Fixedloans are include
in the periods in which they are anticipated tadymaid based on scheduled maturities. Investmentities are
included in the period in which they are schedutethature. Certificates of deposit are presentedraing to
contractual maturity dates.

Table 11

INTEREST SENSITIVITY ANALYSIS

December 31, 200°
Non-Interest

Rate
Interest Rate Sensitive Sensitive
Within (Cumulative) Within 5
3 Months 3-12 Months  1-5 Years Years Total

(Dollars in thousands)
INTEREST-EARNING ASSETS

Loans and leases( $ 853,55t $1,120,41' $1,488,01: $ 152,07: $1,640,08!
Unearned incom 0 0 0 (7,419 (7,417
Less allowance for loan loss 0 0 0 (23,779 (23,779
Net loans 853,55( 1,120,41' 1,488,01: 120,88 1,608,90:
Investment securitie 51,51¢ 69,20( 133,14¢ 112,73: 245,87
Federal funds sol 59,40( 59,40( 59,40( 0 59,40(
Interes-bearing deposits in other financial institutic 11,21¢ 11,21 11,21 0 11,21
Total interes-earning asse! $ 975,69 $1,260,23. $1,691,77' $ 233,61 $1,925,39:
INTEREST-BEARING LIABILITIES
Non-interes-bearing deposit $ 03 03 0$ 242,24. $ 242,24:
Interes-bearing demand depos 629,22( 629,22( 629,22( 0 629,22(
Savings deposits(: 0 0 0 105,16t 105,16t
Large denomination time depos 164,42t 375,61 416,63: 9,62¢ 426,26
Other time deposit 162,20! 384,24! 417,16¢ 7,87(C 425,03¢
Shor-term borrowings 4,19¢ 4,19¢ 4,19¢ 0 4,19¢
FHLB advances and lo-term debi 90,09¢ 115,26t 125,60« 11,737 137,34:
Total interes-bearing liabilities $1,050,14' $1,508,54' $1,592,82' $ 376,64! $1,969,46!
Interest rate sensitivity ge $ (74,455 % (248,31) $ 98,95¢
Interes-earning assets/inter-bearing liabilities .9z .84 1.0¢€
Interest rate sensitivity gap/inter-earning asset (.0¢) (.20) .0€

(1) Non-accrual loans are included in t“Non-Interest Rate Sensitive Within 5 Ye” category.

(2) Certain types of savings accounts are includetlérilNon-Interest Rate Sensitive Within 5 Yeatategory. It
Management’s opinion, these liabilities do not iepin the same proportions as interest rate-geasissets,
as they are not responsive to general interestharges in the econorr
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Capital Resources

Tangible shareholders’ equity (shareholders’ eqglei$g goodwill, other intangible assets and accatedlother
comprehensive income) was $141.2 million at DecerBthe2007 compared to $94.4 million at December2806
and $86.3 million at December 31, 2005. At year-20d7, our Tier 1 capital ratio was 9.60%, a desedeom
11.51% at year-end 2006. The decrease resultecplyrfrom purchase accounting and the acquisitibReoples.

In December 2003, we formed a wholly-owned statutarst subsidiary (the “Trust”). The Trust issued
$18.0 million of trust preferred securities guaest by BancTrust on a junior subordinated basisolfained the
proceeds from the Trust's sale of trust preferexusties by issuing junior subordinated debenttweble Trust and
used the proceeds to partially finance the purchase of CommerceSouth, Inc. In December 2006formed
another wholly-owned statutory trust subsidiaryr(ft 11”). Trust Il issued $15.0 million of trust preferred:sgties
guaranteed by BancTrust on a junior subordinatstsb¥/e obtained the proceeds from Trust II's séleust
preferred securities by issuing junior subordinatedentures to Trust Il and used the proceedgty$7.5 million
of long-term debt and for general corporate purpos@der revised Interpretation No. 46 (“FIN 46RFpmulgated
by Financial Accounting Standards Board (“FASB"tbthe Trust and Trust Il must be deconsolidatéd us for
accounting purposes. As a result of this accoumqinogouncement, the Federal Reserve Board adoptedyes to it
capital rules with respect to the regulatory capitatment afforded to trust preferred securitidse Federal
Reserve Board’s rules permit qualified trust prefdrsecurities and other restricted capital elemenbe included
as Tier 1 capital up to 25% of core capital. Wedwel that our trust preferred securities qualifgemthese revised
regulatory capital rules and expect that we wihtioue to treat our $33.0 million of trust prefatrgecurities as
Tier 1 capital. For regulatory purposes, the tprsferred securities are added to our tangible comshareholders’
equity to calculate Tier 1 capital.

Our leverage ratio, defined as tangible sharehsldguity divided by quarterly average assets, 8:86% at
yearend 2007 compared to 10.02% at year-end 2006F€Heral Reserve and the FDIC require bank holding
companies and banks to maintain certain minimuraléeof capital as defined by risk-based capitatiglimes.
These guidelines consider risk factors associat#dwarious components of assets, both on ancheffStatement ¢
Condition. Under these guidelines, capital is mesin two tiers, and these capital tiers are usembnjunction
with “risk-based” assets in determining “risk-baSedpital ratios. Our capital ratios expressed psr@entage of
total risk-adjusted assets, for Tier 1 and Totgli@hwere 9.60 percent and 10.84 percent, respgtiat
December 31, 2007. We exceeded the minimumbésded capital guidelines at December 31, 2007,,2006200=
The minimum guidelines are shown in Table 18e€‘Management’s Discussion and Analysis — Capital
Adequacy,” and Note 16 of Notes to Consolidatechfaial Statements).
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Table 12
RISK-BASED CAPITAL

December 31
2007 2006 2005
(Dollars in thousands)

Tier 1 capita—

Tangible common sharehold’ equity $ 141,19 $ 94,41( $ 86,27«

Payable to business trt 33,00( 33,00( 18,00(

Total Tier 1 capita $ 174,19. $ 127,41 $ 104,27:
Tier 2 capita—

Allowable portion of the allowance for loan los: $ 2244¢ $ 13,86( $ 13,44¢

Total capital (Tier 1 and Tier : $ 196,64( $ 14127( $ 117,72
Risk-adjusted asse $1,814,85 $1,106,51. $1,074,81
Quarterly average ass¢ 1,965,66 1,271,07 1,241,35.
Risk-based capital ratio:

Tier 1 capital 9.6(% 11.51% 9.7(%

Total capital (Tier 1 and Tier . 10.8/% 12.7% 10.95%
Minimum risk-based capital guideline

Tier 1 capital 4.0(% 4.0(% 4.0(%

Total capital (Tier 1 and Tier . 8.0(% 8.0(% 8.0(%
Tier 1 leverage rati 8.8t% 10.02% 8.4(%

Results of Operations
Net Interest Revenue

Net interest revenue, the difference between ansoeartned on interest-earning assets and the ammaidten
interest-bearing liabilities, is the most signifit@omponent of earnings for a financial institatiMajor factors
influencing net interest revenue are changes erast rates, changes in the volume of assets alitities and
changes in the asset/liability mix. Presented ibl&43 is an analysis of net interest revenue, tedtraverage
yields on intere-earning assets and weighted-average rates paideyast- bearing liabilities for the past three
years.

Net yield on interest-earning assets is net intem&nue, on a tax equivalent basis, divided sl tverage
interest-earning assets. This ratio is a measuoeéffectiveness in pricing intereséirning assets and funding tt
with both interest-bearing and non-interest-bealiggjlities. Our net yield in 2007, on a tax ecalent basis,
decreased 66 basis points to 3.95 percent comparedl percent in 2006. From mid-2004 through 2086,
rising interest rates and a large increase in@am kolume resulted in an increase to our net yighis trend
continued until the Federal Reserve stopped intrgaates in mid-2006. The Federal Reserve’s mopgalicy,
combined with slower loan growth in 2006, resuliedhargin compression. In 2006 and 2007 severaldagere
placed on nomccrual, adding to the reduced net interest mang®07. Our liquidity position improved in the ter
part of 2006, and in 2007 we became less aggresspicing deposits. This proved to be a prudestision as loan
demand decreased, and we experienced a more stdhigerest margin.

From August of 2007 and into early 2008 the Fed@elerve has reduced rates 225 basis points, amibu
interest margin has remained stable during this tifurther cuts could erode our margin by limitng ability to
offset point for point asset yield reductions witbility costs. Liability cost reductions could bestrained by
competition for deposits as well as the inabil@yaggressively lower deposit rates below the alréa levels in
some categories.
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Table 13
NET INTEREST REVENUE

Interes-earning asset
Taxable securitie
Non-taxable securitie

Total securitiet

Loans and leases(

Federal funds sol

Interes-bearing deposit
Total interes-earning asset

Nor-interes-earning asse!
Cash and due from ban
Premises and equipment, |
Other real estate owned, 1
Other asset
Intangible assets, n
Assets of discontinued operatic
Allowance for loan losse

Total

Interes-bearing liabilities

Interest-bearing demand and savings

deposits

Time depositt

Shor-term borrowings

FHLB advances and lo-term debt
Total interes-bearing liabilities
Non-interes-bearing liabilities
Nor-interest bearing demand depo:
Liabilities of discontinued operatiol
Other liabilities

Shareholder equity
Total

Net Interest Revent

Net yield on intere-earning asse!

Tax equivalent adjustme

Net yield on intere-earning assets (tax
equivalent)

2007 2006 2005
Average Interest Average Interest  Average Interest
Amount  Average Earned/  Amount  Average Earned/ Amount Average Earned/
Outstanding  Rate Paid  Outstanding Rate Paid Outstanding Rate Paid

Dollars in thousands

$ 99,99 53%%$ 533¢$ 80467 4.76%$ 3,84E $ 88,05 4.22% $ 3,71
4245 4.0¢ 1,72: 45167 40z 1817  4914f 407 _ 200z
142,44¢  4.9E 705¢ 12563 451 566 137,200 417  571¢
1,147,71. 80:  92,12¢ 999,03 81% 8121« 95270 7.0 66,70
67,947 5.2¢ 356( 26,171 49/ 129: 1391t  3.3¢ 47¢
23,24f 552 1,28¢ 37C 541 20 241 4.9¢ 12
1,381,35.  7.5¢ 104,02¢ 115120¢ 7.6 88,18¢ 110406, 6.6 72,90
46,92¢ 46,42: 46,26:
56,48( 44,03¢ 38,77¢
4,28¢ 592 394
31,59¢ 24,73¢ 13,63
57,29: 45,361 46,12;
0 0 31,59¢
(19,90) (14,819 (10,667
$1,558,041 $1,297,55I $1,270,18;
$ 45357 252%$ 11,44t $ 346,85( 2.0%$ 7,05:$ 36547¢ 1.0%% $ 3,91
649,15, 501 32,520 51537( 447 2303 42884. 3.0f 13,08
3,321 247 82 9,607  4.41 424 17,738 2.6C 461
99,687 _ 6.21 6,19  9927( 54f 541  8335( 4.0 _ 3,39¢
1,205,731 417 _5024% 971,090 3.7C 35092 89541 2.3% 20,86
174,86 180,00t 207,09:
0 0 28,81"
14,31 10,10% 11,40
189,18 190,11( 247 31
163,12: 136,34 127,45
$1,558,041 $1,297,55I $1,270,18;
3.36%$ 53,78 3.96% $52,26¢ 4.21% $52,04¢
3.8% 4.50% 4.7%
0.0€ 0.07 0.0¢
3.95% 4.61% 4.8(%

(1) Loans classified as non-accrual are included iratregage volume classification. Loan fees of $1, $24252
and $3,411 for the years ended 2007, 2006 and 288Bectively, are included in the interest amotomts

loans.
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Table 14 reflects the changes in our sources afif@xequivalent interest income and expense bet@@en
and 2006 and between 2006 and 2005. The variaasaking from changes in interest rates and thenees
resulting from changes in volume are shown.

Tax-equivalent net interest revenue in 2007 waghgli higher than 2006. Total interest revenueeased by
$15.8 million, while total interest expense incezhby $14.3 million. The increases in both tot&tiiast revenue a
total interest expense were primarily attributable@olume rather than to changes caused by inteatest. Due to
decreased loan demand in certain markets, we la@redeposit rates. The decrease in rates weopaitbposits
resulted in a substantial decrease in total deposthese markets.

Tax-equivalent net interest revenue in 2006 wasaqmately the same as in 2005. Total interestmeee
increased by $15.2 million, while total interesperse increased by $15.1 million. The increasésih total
interest revenue and total interest expense wéreagly caused by rising interest rates. The changmutstanding
interest earning assets and interest bearingitiabihad less influence on taxuivalent net interest revenue in 2(
compared to 2005.

Table 14
ANALYSIS OF TAXABLE-EQUIVALENT INTEREST INCREASES ( DECREASES)
2007 Change From 200! 2006 Change From 200!
Increase (Decrease Increase (Decrease
Total Due to(1) Total Due to(1)
Change Volume Rate Change  Volume Rate

Dollars in thousands
Interest revenue

Taxable securitie $148 $ 971 $ 51&¢ $ 131 $(349 $ 47t
Non-taxable securitie (13¢) (15¢) 20 (26¢) (23%) (33
Total securitie: 1,351 81: 53¢ (137 (579 44z
Loans and least 10,91: 12,07¢ (1,16]) 14,507 3,63¢ 10,871
Federal funds sol 2,26¢ 2,07: 19t 822 491 331
Deposits 1,26: 1,23 26 8 7 1
Total 15,79¢ 16,19¢ (402) 15,20(  3,55¢% 11,64¢

Interest expenst
Interes-bearing demand and savings depc 4,39¢ 2,407 1,98¢ 3,141 (367) 3,50z

Other time deposit 9,48¢ 6,22¢ 3,261 9,94t 3,44: 6,502
Shor-term borrowings (342 (242 (100 (37 (259 222
FHLB advances and lo-term debi 78C 26 754 2,01 80¢ 1,204
Total 14,32; 8,41¢ 590: 15,06 3,632 11,43(
Net interest revent $147: $ 7,777 $6,305) $ 13¢ $ (77) $ 21F

(1) The change in interest revenue and expense dugthiadie and volume has been allocated to volurdaate
changes in proportion to the relationship of theddlite dollar amount of the change in e:
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Provision for Loan Losses and Allowance for Loan Leses

The provision for loan losses is the charge toiagathat is added to the allowance for loan logs@sder to
maintain the allowance at a level that is adeqteasdsorb inherent losses in our loan portfolionsigement
reviews the adequacy of the allowance for loande$s1 a continuous basis by assessing the quétitg doan
portfolio and adjusting the allowance when apprateri Risk management procedures are in place toetisat
potential problem loans are identified.

Managemens evaluation of each loan includes a review offithencial condition and capacity of the borrow
the value of the collateral, current economic teegtdstorical losses, work-out and collection agements and
possible concentrations of credit. The loan revieecess also includes an evaluation of credit guedithin the
mortgage and installment loan portfolios. In es&didhg the allowance, loss percentages are apigdoups of
loans with similar risk characteristics. These lpsscentages are determined by historical expezigrartfolio mix,
economic factors and other risk factors. Each gualnis review is quantified in a report prepargddan review
officers and delivered to Management, which usegéjport to determine whether any adjustmentsaabiowance
for loan losses are appropriate. Management sulthaite quarterly reports to BancTrust’'s Board a&Btors. The
amount of the allowance is affected by: (i) loaargfe-offs, which decrease the allowance; (ii) rec@s on loans
previously charged-off, which increase the alloweggrand (iii) the provisions for loan losses chartgethcome,
which increase the allowance.

Table 15 sets forth certain information with reggemur average loans, allowance for loan lossearge-offs
and recoveries for the five years ended Decembe2(B17.
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Table 15
SUMMARY OF LOAN LOSS EXPERIENCE
Year Ended December 31

2007 2006 2005 2004 2003
(Dollars in thousands)

Allowance for loan losse—

Balance at beginning of ye $ 16,32¢ $ 14,011 $ 9,60¢ $ 7,78 $ 4,89¢

Balance of acquired ban 6,74( 0 0 0 3,42
Charge-offs

Commercial, financial and agricultut 2,17( 1,797 1,09t 1,25¢ 1,90/

Real estal- constructior 8,831 7 0 0 0

Real estat— mortgage 87¢€ 51¢ 131 56€ 10z

Installment 82¢ 31€ 42¢ 497 62€

Total charg-offs 12,70t 2,63¢ 1,654 2,31¢ 2,632
Recoveries

Commercial, financial and agricultui 47¢€ 15¢ 13z 63 37

Real estat— constructior 95 0 0 0 0

Real estat— mortgage 63 43 39 16 19

Installment 342 157 162 16t 19¢
Total recoverie 977 35¢ 334 244 25¢
Net charg-offs 11,72¢ 2,27¢ 1,32( 2,07t 2,37
Provision charged to operating expe 12,43¢ 4,594 5,72¢ 3,891 1,841
Allowance for loan and lease lossesbalance &

end of yea $ 23,77¢ $ 16,328 $ 14,01 $ 9,606 $ 7,78¢
Loans and leases at end of year, net of uneal

income $1,632,671 $1,004,73! $993,35. $862,20° $647,37!
Ratio of ending allowance to ending loans and

leases 1.46% 1.63% 1.41% 1.11% 1.2(%
Average loans and leases, net of unearned

income $1,147,71. $ 999,03: $952,70: $726,79. $370,00:«
Non-performing loans and leases from

continuing operation 36,02¢ 16,20¢ 6,762 2,947 3,55:
Ratio of net charge-offs to average loans and

leases 1.02% 23% 14% .29% .64%
Ratio of ending allowance to total non-

performing loan: 65.9% 100.7%  207.2%  326.0% 219.1%%

Net charge-offs were $11.7 million in 2007 compaie82.3 million in 2006 and $1.3 million in 200Ehe
allowance for loan losses as a percentage of wassl.46 percent at December 31, 2007, 1.63 peatent
December 31, 2006 and 1.41 percent at Decemb@(0B5,

The increase in net charge-offs and the purchaBeaples, which had a ratio of ending allowanceniding
loans at the acquisition date of 1.00%, resulteal diecrease, to 1.46%, in our ratio of ending adlowe to ending
loans, from 1.63% in 2006, despite our signifidactease in the provision charged to operating egpeThe
provision charged to operating expense was $12lbmin 2007 compared to $4.6 million in 2006. Tiyeater
than normal charge-offs, particularly in real estadnstruction loans, is attributable to the retdte market slow-
down in our coastal markets. Management believeiitrease in the provision charged to operatipgese is
warranted due to increased charged-off loans ntrease in
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non-performing loans and the decrease in the odtadlowance for loan losses to non-performing kdroan
charge-offs, changes in risk grades and adjustntertiocations on individual loans also affected allocation of
the allowance for loan losses. The changes inltbeagion of the allowance for loan lossesegtable 16) from 200
to 2006 are primarily attributable to the increasaon-performing loans secured by real estate.

Management reviews the adequacy of the allowanceém losses on a continuous basis by assessng th
quality of the loan portfolio, including non-perfoing loans, and adjusts the allowance when apatgpri
Management believes the current methodology usdétermine the required level of reserves is adegaad
Management considered the allowance adequate aniles 31, 2007. Deterioration of the credit quadityoans in
our portfolio, especially loans along the immediatdf Coast, could lead to an increase in the iowifor loan
losses in future periods.

Table 16
ALLOCATION OF THE ALLOWANCE FOR LOAN AND LEASE LOSS ES
2007 2006 2005
Percentage ¢ Percentage ¢ Percentage ¢
Loans in Loans in Loans in
Each Each Each
Category Category Category
Allowance to Total Allowance to Total Allowance to Total
Allocation Loans Allocation Loans Allocation Loans
(Dollars in thousands)
Commercial, financial & agricultur: $ 5,36 23.22%$ 3,96: 19.52% % 4,44: 16.9¢%
Real estat 15,631 70.57 11,64: 75.0z 8,51: 77.44
Installment 2,77¢ 6.1¢ 728 5.4€ 1,057 5.6(
Total $ 23,77¢ 100.0(% $ 16,32¢ 100.00% $ 14,01: 100.0(%
2004 2003
Percentage ¢ Percentage ¢
Loans in Loans in
Each Each
Category Category
Allowance to Total Allowance to Total
Allocation Loans Allocation Loans
(Dollars in thousands)
Commercial, financial & agricultur: $ 5,70¢ 20.4(% $ 5,46¢ 25.6%
Real estat 3,29t 73.2¢ 1,67¢ 66.2:2
Installment 604 6.3¢€ 64E 8.1C
Total $ 9,60¢ 100.0% $ 7,78¢ 100.0(%

Non-Performing Assets

Non-performing assets include accruing loans 9& @aynore past due, loans on non-accrual, renggdtia
loans and other real estate owned. Commercialpbssiand installment loans are classified as norualcby
Management upon the earlier of: (i) a determinatiat collection of interest is doubtful; or (ihe time at which
such loans become 90 days past due unless collatesther circumstances reasonably assure fulkctbn of
principal and interest.

Table 17 sets forth certain information with reggeaccruing loans 90 days or more past due, loarson-
accrual, renegotiated loans and other real estated, all with respect to continuing operationsnierforming
loans were $36.0 million at year-end 2007 comp#well 6.2 million at year-end 2006. Loans on norraaic
increased to $36.0 million from $15.3 million atd@enber 31, 2006, primarily a result of placing salveeal estate
loans along our coastal markets on non-accruapré@sgiously discussed, we have
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experienced a substantial slow-down in the realttesharkets along our gulf coast markets. Manageaditipates
foreclosing on the collateral securing the loanthase borrowers and has reserved an amount adldveance for
loan losses to cover the anticipated losses or tlasis. These anticipated losses were considefddmnagement’s
evaluation of the allowance for loan losses. Manag# continues to monitor these loans and othéestate loans
along our coastal markets and meets regularly vithl BancTrust personnel to discuss and evalbhatsetloans,
other potential problem loans, and the overall ectio conditions within the market. The allowancelfmn losses
as a percentage of loans decreased to 1.46% atribec&1, 2007 from 1.63% at December 31, 2006. Tabte
15).

Total non-performing assets as a percentage o laad other real estate owned at year-end 2007 was
3.07 percent compared to 1.74 percent at year-@06 and .72 percent at year-end 2005.

Statement of Position 03-08ccounting for Certain Loans or Debt Securities iced in a Transfe(*SOP 03-
03") addresses accounting for differences betweatractual cash flows and cash flows expected tooliected
from an investor’s initial investment in loans @bd securities (loans) acquired in a transferasthdifferences are
attributable, at least in part, to credit qualltyincludes loans acquired in purchase businessomtions and
applies to all nongovernmental entities, includireg-for-profit organizations. The SOP does not gpplloans
originated by the entity. BancTrust identified $.vhillion of loans acquired from Peoples to whibk application
of the provisions of SOP 03-03 was required andgguoff approximately $293 thousand related te¢Heans.

Table 17
SUMMARY OF NON-PERFORMING ASSETS OF CONTINUING OPER ATIONS

December 31

2007 2006 2005 2004 2003
(Dollars in thousands)

Accruing loans 90 days or more past | $ 25 $ 0O $551 $ 51 $ 64
Loans on no-accrual 36,00 15,29 5,26 1,92¢ 2,48¢
Renegotiated loar 0 91t 944 972 1,00(C

Total nor-performing loan: 36,02¢  16,20¢ 6,762 2,947 3,55:
Other real estate ownt 14,52¢ 1,25C 42¢ 664 1,05¢

Total nor-performing assel $50,55( $17,45¢ $7,19( $3,611 $4,60¢
Accruing Loans 90 days or more past due as a pexgemnf

loans and lease 0.0(% 0.0% 0.06% 0.0% 0.01%
Total nor-performing loans as a percentage of loans andd 2.21% 1.61% 0.68% 0.3% 0.5:%
Total non-performing assets as a percentage o$jdaases an

other real estate own:t 3.07% 1.78% 0.72% 042% 0.71%

Details of Non-Accrual Loans

The impact of non-accrual loans on interest incower the past five years is shown in Table 18. iNcuded
in the table are potential problem loans totaligd.$ million at December 31, 2007. The increaggoirential
problem loans of $10.8 million since SeptemberZB@7 results primarily from the Peoples purchasg¢eial
problem loans are loans as to which Managemenséadus doubts as to the ability of the borrowersamply witf
present repayment terms. These loans do not mestahdards for, and are therefore not includeddan;
performing assets. Management, however, clasgifitential problem loans as either doubtful or saidard. These
loans were considered in determining the adequitiyecallowance for loan losses and are closelyragdlarly
monitored to protect BancTrust's interests.
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Table 18
DETAILS OF NON-ACCRUAL LOANS

2007 2006 2005 2004 2003
(Dollars in thousands)
Principal balance at December : $36,000  $15,29! $5,267 $1,92¢ $2,48¢
Interest that would have been recorded under @igerms
for the years ended December $237¢ $1211 $ 43C $ 14t $ 111
Interest actually recorded in the financial statetador the
years ended December : $181€ $ 452 $ 158 $ 69 $ 30

Non-Interest Revenue and Non-Interest Expense

Non-interest revenue was $14.6 million in 2007 caregd to $11.6 million in 2006, an increase of 3ie&cent.
Service charges on deposit accounts increasedpérc8nt. Non-interest revenue was affected by ¢haisition
completed in the fourth quarter of 2007. Trust reeincreased 36.5 percent. Trust revenue increhsetb the
volume of accounts and the acquisition completatiénfourth quarter of 2007. Mortgage fee incorhe,largest
component of other income, charges and fees, desnlep97 thousand, or 19.3 percent, in 2007 cordpgar2006.
Mortgage fee income has been impacted by the stomndn the real estate market, particularly, sedomche
purchase volume in our coastal markets. We belie@aslow-down in our coastal markets is attribugablthe
severe storms in 2004 and 2005, to the inabilityeriain circumstances to obtain insurance onastake within
these markets, and the overall slow-down in seayndal estate markets.

Table 19
NON-INTEREST REVENUE

Year-Ended December 31
2007 2006 2005
(Dollars in thousands)

Non-Interest Revenue

Service charges on deposit accol $ 6,98 $4,72¢ $ 4,45(
Trust revenut 3,04¢ 2,22¢ 1,74
Securities gains (losses), 1 3 (44) 12t
Other income, charges and fe 4,591 4,70¢ 4,66¢
Total $14,62. $11,62( $10,98"

One measure of performance in the banking industilye efficiency ratio, calculated as non-inteegiense
divided by net interest revenue (tax adjusted) plus-interest revenue. A lower efficiency ratioicates a more
efficient company. The ratio can be lowered by éasing revenue or by decreasing expenses. Ouieefficratio in
2007 was 69.1 percent compared to 61.4 percertidf,2and the decrease in the net interest mard00@ was the
primary contributor to the negative change. Inctuigethe efficiency ratio calculation was $1.2 moifl in intangible
amortization in 2007 and $749 thousand in intargérhortization expense in 2006.

Non-interest expense increased 20.3 percent in 200ipared to 2006. Most of this increase is attable to
the acquisition we completed early in the fourtlarer of 2007. Salary and benefit expense, aduagtis
expenditures, accounting fees and office suppfieseased in anticipation of and as a direct resfithe acquisition.
Furniture and equipment expense increased $783dnduand occupancy expense increased $1.4 millfan.
acquisition contributed to a substantial part @ thcrease, as did the opening of several newchesand the
upgrade of our core processing system in 2007. Aidirey expense increased due to a new marketitigtine
focused on capturing market share from institutiaffiscted by the recent disruptions in our Mobilarket related t
several regional bank mergers. Since the completfi@ur merger with

48




Table of Contents

Peoples, we have experienced a decrease in cedaimterest expense categories. We anticipatémmd cost
savings in 2008 related to the merger.

Table 20

NON-INTEREST EXPENSE

Year-Ended December 31
2007 2006 2005
(Dollars in thousands)

Non-Interest Expense

Salaries $18,66. $14,557 $13,82¢
Pension and other employee bene 5,50z 6,832 6,10/
Furniture and equipment exper 3,71¢ 2,93¢ 2,99(
Net occupancy expen: 4,501 3,10C 2,821
Intangible amortizatiol 1,22 74¢ 74¢
Other expens 14,16: 11,52¢ 10,77
Total $47,777 $39,70:  $37,26:

Income Taxes

Income tax expense from continuing operations v2a8 fillion in 2007 compared to $6.3 million in Zand
$6.8 million in 2005. Our effective combined taxerérom continuing operations was 24.5 percenf0@72compare
to 32.2 percent in 2006 and 33.8 percent in 2008&. dhange in the effective combined tax rate fr@®72o 2006 is
attributable in part to the decrease in taxablenme. Non-taxable income was relatively unchanged.

Inflation and Other Issues

Because our assets and liabilities are primarilypetary in nature, the effect of inflation on ousais is less
significant compared to most commercial and indaistompanies. However, inflation does have an ichpa the
growth of total assets in the banking industry thedresulting need to increase capital at highem thormal rates in
order to maintain an appropriate equityassets ratio. Inflation also has a significantefs other expenses, whi
tend to rise during periods of general inflatiomtihithstanding these effects of inflation, Managetrzelieves our
financial results are influenced more by Managersetiility to react to changes in interest ratemthy inflation.

Except as discussed in this Management’s DiscussidrAnalysis, Management is not aware of trendsnts
or uncertainties that will have or that are reabbnbikely to have a material adverse effect onltgaidity, capital
resources or operations of the Company. Manageisi@ot aware of any current recommendations bylatgry
authorities which, if they were implemented, wobltve such an effect.
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SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

2007
First Second Third Fourth Total
(Dollars in thousands except per share amounts)
Interest revenu $23,75( $23,92( $22,84: $33,51! $104,02!
Interest expens 11,67( 11,72( 10,81 16,04 50,24¢
Net interest revent 12,08( 12,20( 12,03: 17,46¢ 53,78(
Provision for loan losse 78€ 2,93: 1,167 7,54¢ 12,43¢
Nonr-interest revenu 2,991 3,182 3,23¢ 5,21: 14,62
Non-interest expens 10,76 10,84: 10,817 15,35 47,77
Income before income tax 3,51¢ 1,607 3,28¢ (21¢) 8,19:
Income tax expens 1,067 351 927 (339 2,007
Net income $2451 $125¢ $235¢ $ 12C $ 6,18¢
Basic income per sha $ 22 ¢ 11 $ 21 ¢ 01 $ A48
Diluted income per shal $ 22 $ 11 $ 21 $ .01 $ A9
2006
First Second Third Fourth Total
(Dollars In thousands except per share amounts)

Interest revenu $20,67(C $21,84: $22,74: $22,93: $88,18¢
Interest expens 7,344 8,47¢ 9,60¢ 10,49: 35,92
Net interest revent 13,32¢ 13,36: 13,13¢ 12,44: 52,26¢
Provision for loan losse 692 691 1,19¢ 2,012 4,59¢
Nonr-interest revenu 2,682 2,72¢ 3,28¢ 2,921 11,62(
Non-interest expens 9,781 9,571 10,06( 10,29( 39,70:

Income before income tax 5,53¢ 5,83( 5,16: 3,061 19,58¢
Income tax expens 1,80¢ 1,937 1,742 81€ 6,30:
Net income $ 3727 $389 $3421 $ 2,24 $13,28¢
Basic income per sha $ 2 % 3 $ 31 $ 2 $ 1.1¢
Diluted income per shal $ 3 $ 3 $ 3¢ $ 2 $ 117

Item 7A. Quantitative and Qualitative Disclosures about MakRisk

The information required by this Iltem 7A is incladi@ Item 7 beginning on page 35 under the headings
“Asset/Liability Management” and “Liquidity” and gmage 37 under the heading “Interest Rate Sengitivi
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Item 8. Financial Statements and Supplementary Data
Management’s Report on Financial Statements

The Management of BancTrust Financial Group, lecesponsible for the preparation, content, intggri
objectivity and reliability of the financial statemts and all other financial information includedhis Annual
Report on Form 10-K. These statements have begaime in accordance with accounting principles gahye
accepted in the United States of America. In priegahe consolidated financial statements, Managemade
judgments and estimates based upon currently &aiacts, events and transactic

Management depends upon the Company’s accountstgmyand internal control structure to meet its
responsibility for the reliability of these statem® These systems and controls are designed vidpreeasonable
assurance that the assets are safeguarded fromahiatgs and that the transactions executed aaednrdance with
Managemens authorizations and are properly recorded initrential records. The concept of reasonable asse
recognizes that the cost of internal accountingretsishould not exceed the benefits derived aatltttere are
inherent limitations of any system of internal asating controls.

Management is required to evaluate, and to repoitscevaluation of, the effectiveness of the Conyfm
disclosure controls and procedures and the Compamtgrnal control over financial reporting. Managt has
found both the Company'’s disclosure controls amt@dures and its internal control over financiglorging to be
effective as of December 31, 2007 and Managemegpart on these items is included in Item 9A o§tAhnual
Report on Form 10-K.

The independent registered public accounting fiftldPMG LLP has been engaged to audit the Company’s
financial statements and to express an opinioo asether the Company’s statements present fairlgll material
respects, the financial position, cash flows amdrésults of operations of the Company, all in agaoce with
accounting principles generally accepted in theté¢hStates of America. Their audit is conductedonformity
with the standards of the Public Company Accoun@ngrsight Board (United States) and includes piooes
believed by them to be sufficient to provide readme assurance that the financial statements egeofrmaterial
misstatement. They also issue an attestation repdvtanagement’s assessment of the effectiveneBarafTrust's
internal control over financial reporting.

The Audit Committee of the Board of Directors, casged of directors who meet the standards of indigese
set by the Nasdaq Stock Market, oversees Manag&mesponsibility in the preparation of these stagats. This
committee has the responsibility to review periatlicthe scope, findings and opinions of the auditthe
independent registered public accountants andnakauditors. KPMG LLP and the internal auditorsénfee
access to the Audit Committee and also to the BoRirectors to meet independent of Managemenigouss the
internal control structure, accounting, auditingl ather financial reporting concerns.

We believe these policies and procedures providgomable assurance that our operations are coxdacte
accordance with a high standard of business corattthat the financial statements reflect fainly financial
position, results of operations and cash flowshef€ompany.

J. STEPHEN NELSON W. BiBB LAMAR, R.
Chairman President and CEC
F. Michael Johnso
Chief Financial Officer
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Managemen’s Report on Internal Control Over Financial Reporting

Management of BancTrust Financial Group, Inc. spomsible for establishing and maintaining adequate
internal control over financial reporting. BancTrgsinternal control over financial reporting wasidaed under th
supervision of the Chief Executive Officer and Gli@ancial Officer to provide reasonable assuraegarding the
reliability of financial reporting and the prepaceat of published financial statements in accordanitke generally
accepted accounting principles. All internal cohttgstems, no matter how well designed, have inttdimitations.
Therefore, even those systems determined to betiw#ecan provide only reasonable assurance wipeet to
financial statement preparation and presentation.

Management assessed the effectiveness of Bancg mitgttnal control over financial reporting as of
December 31, 2007. In making this assessmenteit the criteria set forth by the Committee of Sjpoimg
Organizations of the Treadway Commission (COSQOhtarnal Control — Integrated Frameworkn conducting
the evaluation of the effectiveness of its intewitrol over financial reporting, BancTrust exaddhe operations
of The Peoples BancTrust Company, Inc., which nibkgigh BancTrust on October 15, 2007. At the adtjois
date, total assets of Peoples were $999 millionthEuinformation concerning the acquisition of ples appears in
Note 2, Business Combinations and Dispositionthecaccompanying audited consolidated financiaéstants

Based on its assessment, Management believesithat, December 31, 2007, BancTrust’s internal cbmatver
financial reporting is effective.

BancTrust's independent registered public accogrfirm, KPMG LLP, has issued an attestation repaort
Management’s assessment of the effectiveness afiBast’s internal control over financial reportiag of
December 31, 2007. The report, which expressesalifigd opinions on BancTrust’s internal controleovinancial
reporting as of December 31, 2007, is includedagepb?2 of this Report on Form 10-K.

W. BiBB LAMAR, R.
President and Chief Executive Officer

F. MicHAEL JOHNSON
Chief Financial Officer
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders
BancTrust Financial Group, Inc.:

We have audited BancTrust Financial Group, Inc.arssidiaries’ (the Company) internal control over
financial reporting as of December 31, 2007, basedriteria established imternal Control — Integrated
Frameworkissued by the Committee of Sponsoring Organizatifriee Treadway Commission (COSO). The
Company’s management is responsible for maintaieffegtive internal control over financial repogiand for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyag
Management’s Report on Internal Control Over FimalrReporting. Our responsibility is to expressoginion on
the Company’s internal control over financial repay based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8oa
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control digancial reporting, assessing the risk that aemaltweakness
exists, and testing and evaluating the design gedating effectiveness of internal control basedhenassessed
risk. Our audit also includes performing such ofrercedures as we considered necessary in thenstances. We
believe that our audit provides a reasonable lfasisur opinion.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingdthe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeee A company’s internal control over finanaiaporting
includes those policies and procedures that (Ipjpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementa@cordance wit
generally accepted accounting principles, andréwipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

The Company acquired Peoples Bank & Trust Complaiay (Peoples) on October 15, 2007. Total assets of
Peoples at the acquisition date totaled 999 millManagement excluded People’s internal controt émancial
reporting from its assessment of the effectiveimésbe Company’s internal control over financigboeting as of
December 31, 2007. Our audit of internal contra@rdinancial reporting of the Company also excluded
evaluation of the internal control over financieporting of Peoples.

In our opinion, the Company maintained, in all maleaespects, effective internal control over fical
reporting as of December 31, 2007, based on aitstiablished iinternal Control — Integrated Framewoissued
by the Committee of Sponsoring Organizations offtteadway Commission (COSO).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated statements aditon of BancTrust Financial Group, Inc. and sdimies as of
December 31, 2007 and 2006, and the related coasedl statements of income, shareholders’ equiy an
comprehensive income, and cash flows for eacheoffars in the three-year period ended Decembe&(BT, and
our report dated March 17, 2008, expressed an lifigdapinion on those consolidated financial staents.

/sl KPMG LLP

Birmingham, Alabama
March 17, 2008
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders
BancTrust Financial Group, Inc.:

We have audited the accompanying consolidatednseatts of condition of BancTrust Financial Grougs. lanc
subsidiaries (the Company) as of December 31, 20072006, and the related consolidated statemémsame,
shareholders’ equity and comprehensive incomegcant flows for each of the years in the three-pesiod ended
December 31, 2007. These consolidated financitdreents are the responsibility of the Company’sagament.
Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsau

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargio
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esa basis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the
accounting principles used and significant estimatade by management, as well as evaluating thalbfirancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenéspects, the
financial position of BancTrust Financial Groupe¢land subsidiaries as of December 31, 2007 an€l, 201 the
results of their operations and their cash flowssfach of the years in the three-year period el mber 31,
2007, in conformity with U.S. generally acceptedamting principles.

As discussed in note 1 to the consolidated findistéiements, effective January 1, 2007 the Comphapged
its method of accounting for uncertainties in ineotaxes, effective January 1, 2006, its methoacobanting for
share-based payment and evaluating prior year atgssents, and effective December 31, 2006, its odedff
accounting for defined benefit pension plans.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the Company’s internal controlrdireancial reporting as of December 31, 2007, Has®ecriteria
established internal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatiins
the Treadway Commission (COSO), and our reportddsliérch 17, 2008 expressed an unqualified opiniothe
effectiveness of the Company’s internal controlrdirancial reporting.

/sl KPMG LLP
Birmingham, Alabama

March 17, 2008
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Cash and due from ban
Federal funds sol

Total cash and cash equivale
Interes-bearing deposit
Securities available for sa
Loans held for sal
Loans and lease
Allowance for loan and lease los:
Loans and leases, r
Premises and equipment, |
Accrued income receivab
Goodwill
Other intangible assets, r
Cash surrender value of life insurar
Other Real Estate Own
Other asset

Total Assets

Deposits
Interes-bearing
Nor-interes-bearing

Total deposit:
Shor-term borrowings
FHLB advances and lo-term debt
Other liabilities

Total Liabilities

SHAREHOLDERY EQUITY:

Preferred stoc— no par value
Shares authorize— 500
Shares outstandir— none

Common stocl— $.01 par value
Shares authorize— 20,000

BancTrust Financial Group, Inc. and Subsidiaries

Consolidated Statements of Condition

As of December 31, 2007 and 2006

ASSETS:

LIABILITIES:

Shares issue— 17,753 in 2007 and 11,422 in 20

Additional paid in capita

Accumulated other comprehensive loss,
Deferred compensation payable in common s

Retained earning
Unearned compensatit
Less:

Treasury stock, at co— 256 shares in 2007 and 20

Common stock held in grantor tr— 74 shares in 2007 and 61 shares in z

Total shareholde’ equity

Total Liabilities and Sharehold¢ Equity

See accompanying notes to consolidated financsgistents.
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December 31
2007 2006
(Dollars and shares in
thousands)

$ 58,16¢ $ 55,22¢

59,40(  62,50(
117,56t 117,72
11,21¢ 8,91¢
24587 118,49
3,631 4,811
1,629,04! 999,92
(23,779 (16,329
1,605,271 983,59
88,33 47,32
12,48: 7,81¢
95,64  41,95:
12,97¢ 2,99t
15,10¢ 5,12¢
14,52: 1,25(
17,46¢ 13,39

$2,240,09: $1,353,40

$1,585,68: $ 929,64t

242,24 174,48:
1,827,92° 1,104,12!
4,19¢ 4,12(
137,34 95,521
21,10¢ 11,11

1,990,57. 1,214,88

17¢ 114
189,68 80,42t
(291) (2,241
1,437 1,157
62,35¢ 62,63
0 0
(2,409 (2,408
(1,439  (1,15))
24952( 138,52

$2,240,09. $1,353,40
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BancTrust Financial Group, Inc. and Subsidiaries

Consolidated Statements of Income

For the Years Ended December 31, 2007, 2006 and 300

INTEREST REVENUE
Loans and leas¢
Investment securitie— taxable
Investment securitie— nor-taxable
Federal funds sol
Interes-bearing deposit
Total interest revenu
INTEREST EXPENSE
Deposits
FHLB advances and lo-term debt
Shor-term borrowings
Total interest expens
Net interest revenu
Provision for loan and lease los:
Net interest revenue after provision for loan aeabk losse
NON-INTEREST REVENUE:
Service charges on deposit accot
Trust revenut
Securities gains (losses), 1
Other income, charges and f¢

Total nor-interest revenu

NON-INTEREST EXPENSE
Salaries
Pension and other employee bene
Furniture and equipment exper
Net occupancy expen:
Intangible amortizatiol
Other expens

Total nor-interest expens

Income from continuing operations before incomet
Income tax expens

Income from continuing operatiol

Income from discontinued operations before incoaxes
Gain on sale of discontinued operations beforermetaxes

Total income from discontinued operations befomme taxe:
Income tax expens

Income from discontinued operatia
Net income

Basic income per share from continuing operat
Basic income per share from discontinued opera:
Diluted income per share from continuing operati
Diluted income per share from discontinued operst
Basic earnings per she

Diluted earnings per sha

Weightec-average shares outstand— basic
Weightec-average shares outstand— diluted

See accompanying notes to consolidated financsgistents.
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Year Ended December 31

2007 2006

2005

(Dollars and shares in
thousands, except per
share amounts)

$ 92,12¢ $81,21¢ $66,70:
533¢ 3.84f  3,71¢
1,72 1817  2,00:
3,560 1,29: 47¢
1,28¢ 20 12
104,02 88,18t 72,90
43,97: 30,087 17,00:
6,19: 541  3,39¢
82 424 461
50,24 35,927 20,86
53,78( 52,26! 52,04
12,43¢ 459  572¢
41,34 47,67. 46,31¢
6,98 4,726  4,45(
3,044 222¢ 1,74

3 (44 12t
4591 _4,70¢ _ 4,66¢
14,62: 11,62 10,98:
18,667 14,557 13,82¢
550 6,83  6,10¢
3,716 2,93t 2,99(
4501 3,10C 2,821
1227 74¢ 74¢
14,16 11,52¢ 10,77:
47,77 39,70 37,26
8,19 19,58¢ 20,04
2,000 _6,30: _ 6,76i
6,18¢ 13,28¢ 13,27:
0 0 57¢

0 0 2411

0 0 298¢

0 0 1,14

0 0 _ 184

$ 6,18¢ $13,28¢ $15,11¢
$  49$ 11¢ § 1.1¢
$ 0C$ .0C$ .17
$  49$ 117 $ 1.1¢
$ 0C$ .0C $ .16
$  49$ 11 $ 1.3€
$  49$ 117 $ 1.3t
12,52 11,15. 11,10:
12,70¢ 11,30¢ 11,18¢
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BancTrust Financial Group, Inc. and Subsidiaries

Consolidated Statements of Shareholders’ Equity an@omprehensive Income
For the Years Ended December 31, 2007, 2006 and 800

Accumulated Unearned/
Other Deferred
Common Stock  Additional Comprehensive Compensation Common Stoct
Shares Amount  Paid in Income Payable in  Retained Treasury Held in
Issued Capital (loss), Net  Common Stocl Earnings Stock  Grantor Trust Total
(Dollars and shares in thousands, except per shaenounts)
Balance, December 31, 20 11,273 112 77,82¢ 501 864  46,14¢ (2,409) (864) 122,18
Comprehensive incom
Net income 15,11¢ 15,11¢
Minimum pension liability adjustment, net of tay (239) (23¢)
Net change in fair values of securities availablesale, net of
taxes (1,599 (1,599
Total comprehensive incon 13,28
Dividends declared ($.52 per sha (5,779 (5,779
Purchase of deferred compensation treasury s 221 (227) 0
Deferred compensation payable in common stock inedsfantor trus (95) 95 0
Shares issued under dividend reinvestment 12 25C 25C
Common stock issued to directc 8 15€ 15¢
Restricted stock issue 47C (329) 14€
Common stock options exercis 72 1 797 79¢
Balance, December 31, 20 11,36¢ 114 79,50¢ (1,339 67z _ 5548¢ (2,409 (99€) 131,03¢
SAB 108 adjustment, net of tax (259) (25¢)
Balance, January 1, 2006, as adjus 11,36¢ 114 79,50¢ (1,335 672  55,23( (2,408 (99€) 130,78:
Comprehensive incom
Net income 13,28¢ 13,28¢
Minimum pension liability adjustment, net of ta (182) (182)
Net change in fair values of securities availablesale, net of
taxes 99 9
Total comprehensive incon 13,20
Dividends declared ($.52 per sha (5,849 (5,844
Purchase of deferrecompensation treasury sha 24¢ (24¢) 0
Deferred compensation payable in common stock inedplantor trus 87 87 0
Shares issued under dividend reinvestment 14 28¢ 28¢
Restricted stock issue 514 514
Effect of adoption of SFAS. No. 12 (329) 324 0
Effect of adoption of SFAS. No. 158, net of ta (823) (39) (862)
Common stock options exercis 39 0 442 44z
Balance, December 31, 20 11,42: $ 114 $ 8042t $ (224) $ 1,157 $ 62,63: $ (2,409 $ (1,157 $138,52:
Comprehensive incom
Net income 6,18¢€ 6,18¢
Recognized net periodic pension benefit « 137 137
Minimum pension liability adjustment, net of tay (225) (225)
Net change in fair values of securities availablesale, net of
taxes 2,03¢ 2,03¢
Total comprehensive incon 8,13¢
Dividends declared ($.52 per sha (6,689) (6,689)
Purchase of deferred compensation treasury s 29€ (29€) 0
Deferred compensation payable in common stock inedplantor trus (21) 21 0
Shares issued under dividend reinvestment 14 28¢ 28¢
Restricted stock issue 65E 65¢
Effect of adoption of Fin 4. 22€ 22¢
Common stock issued in business combinz 6,292 63 108,05( 108,11
Common stock options exercis 24 1 264 268
Balance, December 31, 20 17,75: $ 17€ $ 189,68! $ (29) $ 1,432 $ 62,35¢ $ (2,408 $ (1,437) $249,52(

See accompanying notes to consolidated financsgstents.
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BancTrust Financial Group, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

For the Years Ended December 31, 2007, 2006 and 300

OPERATING ACTIVITIES:
Income from continuing operatiol

Adjustments to reconcile income from continuing r@piens to net cash provided by

operating activitie:

Year Ended December 31

2007

2006

2005

(Dollars and shares in thousands,
except per share amounts)

$ 6,18¢ $ 13,28¢ $ 13,27%

Depreciation of premises and equipm 3,87 2,94( 2,70:
Amortization and accretion of premiums and disceunét (82 51C 403
Amortization of intangible asse 1,227 74¢ 74¢
Provision for loan and lease los: 12,43t 4,59¢ 5,72¢
Securities (gains) losses, | ?3) 44 (125
Stock compensatic 65E 514 304
Increase in cash surrender value of life insur: (31%) (197) (21))
Loss on sales and wr-downs of other real estate owned, 53E 24 5
Gain on sale of other ass: 0 (312 0
Deferred income tax expense (bene 41F (831) (1,749
Change in operating assets and liabilit
Loans originated for sa (136,07¢) (144,45¢) (170,729
Loans solc 137,25¢ 146,08: 166,22¢
Accrued income receivab 28¢€ (754) (1,649
Other asset 82t (4,105  (1,45%
(Decrease) increase in other liabilit (6,386) (5,479 7,00¢
Net cash provided by operating activit 20,83 12,62( 20,50:
INVESTING ACTIVITIES:
Net decrease (increase) in inte-bearing deposits in other financial institutic 39,72 (8,544 40
Net increase in loans and lea (18,787 (13,95) (127,539
Purchases of premises and equipment (8,797 (10,528 (5,139
Proceeds from sales of other real estate ov 4,66( 491 671
Proceeds from maturities of securities availabtestde 29,15¢ 15,97¢ 15,747
Proceeds from sales of securities available f& 667 527 2,50¢
Purchases of securities available for ¢ (8,732  (3,03%) (15,265
Net cash acquired in business combina 22,17( 0 0
Net cash provided by (used in) investing activi 60,06: (19,067 (128,96
FINANCING ACTIVITIES:
Net (decrease) increase in depo (71,740 62,28 101,88
Net increase (decrease) in skterm borrowings 78 (4,475 (5,519
Proceeds from FHLB advanc 0 35,00( 59,50(
Payments on FHLB advanc (41,26() (55,000 (8,500
Proceeds from issuance of l-term deb 38,00( 15,46¢ 0
Payments on lor-term debi 0 (20,000 0
Dividends paic (6,400) (5,555 (5,539
Proceeds from issuance of common si 0 0 9
Proceeds from exercise of common stock opt 26E 44z 79€
Net cash (used in) provided by financing activi (81,057 38,16( 142,63t
CASH FLOWS FROM DISCONTINUED OPERATION
Operating activitie: 0 0 1,451
Investing activities 0 0 2,03¢
Financing activitie: 0 0 3,03(
NET CASH PROVIDED BY DISCONTINUED OPERATION 0 0 6,52(
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT (162) 31,71¢ 40,69(
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAF 117,72¢ 86,01( 45,32(

CASH AND CASH EQUIVALENTS AT END OF YEAF

$117,56¢ $117,72t $ 86,01(

See accompanying notes to consolidated financssients.
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BancTrust Financial Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
For the Years Ended December 31, 2007, 2006 and 300

Note 1. Summary of Significant Accounting Policies

PRINCIPLES OF CONSOLIDATION- The accompanying consolidated financial statémigitiude the
accounts of BancTrust Financial Group, Inc. (therfany” or “BancTrust”) and its wholly-owned subaitkes,
BankTrust, headquartered in Mobile, Alabama (thtalbyama Bank”) and BankTrust, headquartered in Saota
Beach, Florida (the “Florida Bank” and collectivelyith the Alabama Bank, the “Banks”). All signiint
intercompany accounts and transactions have baaimated in consolidation. The Banks are engagetién
business of obtaining funds, primarily in the foofrdeposits, and investing such funds in commeraiatallment
and real estate loans in the Southern two-thirdsl@ifama and Northwest Florida and in investmentigges. The
Banks also offer a range of other commercial baokiycts and services including insurance and invest
products and services and trust services.

BASIS OF FINANCIAL STATEMENT PRESENTATIONThe financial statements have been prepared in
conformity with accounting principles generally apted in the United States of America and with gaingractices
within the banking industry. In preparing the fig&@l statements, Management is required to makmatss and
assumptions that affect the reported amounts eftassd liabilities as of the date of the Statenoé@ondition and
revenues and expenses for the period. Actual sesaiild differ significantly from those estimatéd.dollars and
shares set forth in tables are in thousands, exsrhare amounts. Material estimates that atepiarly
susceptible to significant change in the near-teziaite to the determination of the allowance fanldosses.

A substantial portion of the Company’s loans aused by real estate in the Southern two-thirdalabama
and Northwest Florida. Accordingly, the ultimatdlectibility of a substantial portion of the Compasloan
portfolio is susceptible to changes in market ctiods in these areas. Management believes thatlihweance for
losses on loans is adequate. While Managementawsdable information to recognize losses on lofuisire
additions to the allowance may be necessary basetanges in economic conditions. In addition,oasi
regulatory agencies, as an integral part of thaménation process, periodically review the Compsiajlowance
for losses on loans. Such agencies may requir€adhngpany to make changes to the allowance basduean t
judgment about information available to them atttivee of their examinatior

CASH AND CASH EQUIVALENTS- For purposes of reporting cash flows, cash asth @quivalents include
cash on hand, amounts due from banks and federds fepld. Federal funds are generally sold fordayeperiods.

Supplemental disclosures of cash flow informationthe years ended December 31, 2007, 2006 and&@05
as follows:

2007 2006 2005
(Dollars in thousands)

Cash paid for

Interest $ 49,87 $33,76¢ $19,55:

Income taxe: 4,79¢ 16,15( 3,23(
Non-cash transaction

Transfer of loans to other real estate ow 12,27¢ 1,337 43t

Dividends paid in common stor 277 28¢ 24C

Fair value of restricted stock issu 10¢€ 1,39 53C

Net Assets Acquire 146,70« 0 0

SECURITIES AVAILABLE FOR SALE- Securities available for sale are carried atvalue. Amortization of
premiums and accretion of discounts are accoutedsing the interest method over the estimatedolifthe
security. Unrealized gains and losses are exclérded earnings and reported, net of tax, as a

59




Table of Contents

BancTrust Financial Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiied)

separate component of shareholders’ equity urallzed. Securities available for sale may be usepbat of the
Company’s asset/liability strategy and may be #olesponse to changes in interest rate risk, grapat risk or
other similar economic factors. The specific idicaition method is used to compute gains or lossethe sale of
these assets.

LOANS AND INTEREST INCOME- Loans are reported at the principal amountstanting, adjusted for
unearned income, deferred loan origination feescasts, purchase premiums and discounts, write-d@md the
allowance for loan losses. Loan origination fees,af certain deferred origination costs, and pasehpremiums ai
discounts are recognized as an adjustment to #ieé gf the related loans using the interest method.

Interest on loans is accrued and credited to incoased on the principal amount outstanding.

Loans are considered past due based on the camtraicte date. The accrual of interest on loanssisodtinued
when, in the opinion of Management, there is arcatébn that the borrower may be unable to meetractual
payments as they become due. Generally, loansy@)atanore past due are placed on non-accrualsitiiese is
sufficient collateral to assure collectibility ofipcipal and interest and the loan is in the preadscollection. Upon
such discontinuance, all unpaid accrued interegversed against current income. Interest recedveionaccrual
loans generally is either applied against princgraleported as interest income, according to Mamamnt’s
judgment as to the collectibility of principal. Geally, loans are restored to accrual status whembligation is
brought current and has performed in accordande twé contractual terms for a reasonable peridaraf and the
ultimate collectibility of the total contractualipcipal and interest is no longer in doubt.

Loans held for sale are carried at the lower ofegate cost or market value.

ALLOWANCE FOR LOAN LOSSES The allowance for loan losses is maintainedlatal considered by
Management to be sufficient to absorb losses imttiénethe loan portfolio. Loans are charged offiagathe
allowance for loan losses when Management belithatshe collection of the principal is unlikelyul&sequent
recoveries are added to the allowance. BancTrdstarmination of its allowance for loan lossesdtednined in
accordance with Statement of Financial Accountitep&ard (“SFAS”) Nos. 114 and 5 and other regujator
guidance. The amount of the allowance for loandssmnd the amount of the provision charged to esgpenbased
on periodic reviews of the portfolio, past loand@xperience, current economic conditions and stlodr factors
which, in Management’s judgment, deserve currectigaition in estimating loan losses.

Management has developed and uses a documentethsyistmethodology for determining and maintairam
allowance for loan losses. A regular, formal andaing loan review is conducted to identify loanshwinusual
risks and probable loss. Management uses the &aew process to stratify the loan portfolio iniskrgrades. For
higher-risk graded loans in the portfolio, the Baudletermine estimated amounts of loss based onatéaetors,
including historical loss experience, Managemejoitigment of economic conditions and the resultmgact on
higher-risk graded loans, the financial capacityhef borrower, secondary sources of repaymentdijucollateral
and regulatory guidelines. This determination alsosiders the balance of impaired loans (whictyarerally
considered to be non-performing loans). Specifimasnces for impaired loans are based on comparisbthe
recorded carrying values of the loans to the pressne of these loans’ estimated cash flows distediat each
loan’s effective interest rate, the fair value lud tollateral, or the loans’ observable marketegpriRecovery of the
carrying value of loans is dependent to a grear#xin economic, operating and other conditionsriay be
beyond the Company’s control.

In addition to evaluating probable losses on irdligl loans, Management also determines probatdesder
all other loans that are not individually evaluatéde amount of the allowance for loan losses edl&b all other
loans in the portfolio is determined based on histd and current loss experience,
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portfolio mix by loan type and by collateral tymeirrent economic conditions, the level and trentbah quality
ratios and such other factors which, in Managensgutigment, deserve current recognition in estingaitiherent
loan losses. The methodology and assumptions osagetérmine the allowance are continually revieagdo their
appropriateness given the most recent losses edadiad other factors that influence the estimatimtess. The
model assumptions and resulting allowance levebdjested accordingly as these factors change.

PREMISES AND EQUIPMENT- Premises and equipment are stated at cost lessalzted depreciation a
amortization. The provision for depreciation ancoatation is computed using the straight-line noetlover the
estimated useful lives of the assets or termsefdhses, if shorter. The Company periodically watsls whether
events have occurred that indicate that premisé®gunipment have been impaired. Measurement ofmapgct of
such impairment is based on those assets’ faiegalNo impairment losses were recorded in 20076 20@005.

OTHER REAL ESTATE OWNEB- Other real estate owned is carried at the lafi¢ihe recorded investment
in the loan or fair value, as determined by Managaress costs to dispose. Any excess of thededdnvestment
over fair value, less costs to dispose, is chatgede allowance for loan losses at the time oédtosure. A
provision is charged to earnings and a relatedat@o account for subsequent losses on other séatiecowned is
established when, in the opinion of Managementh $ogses have occurred. The ability of the Compgamgcover
the carrying value of real estate is based upandugales of the real estate. The ability to effeich sales is subject
to market conditions and other factors, some ottlaire beyond the Company’s control. The recognibibsales
and sales gains or losses is dependent upon wiibtheature and term of the sales, including ptessilture
involvement of the Company, if any, meet certaifirdsl requirements. If not met, sale and gain rag¢am would
be deferred.

ASSETS AVAILABLE FOR SALE In 2004, the Company purchased a parcel of ¥amdh it then sub-
divided into three lots. One lot was used as adirdocation. The remainder of the land was tramsteto assets
available for sale. One lot was sold in 2006. Téraaining lot is reported at the lower of cost ar ¥alue less any
cost of disposal. The carrying amount at DecemlePB07 and 2006 is included in other assets arsdb8a6
thousand for both years.

INCOME TAXES— The Company files a consolidated federal incéamereturn. Deferred tax assets and
liabilities are recognized for the future tax cansences attributable to differences between trential statement
carrying amounts of existing assets and liabiliied their respective tax basis and operatingdadstax credit
carryforwards. Deferred tax assets and liabiliiss measured using enacted tax rates expectegliotapgaxable
income in the years in which those temporary diffiees are expected to be recovered or settledefidet on
deferred tax assets and liabilities of a changerates is recognized in income in the period ithedudes the
enactment date.

The Company adopted FASB Interpretation 48, “Acdimgnfor Uncertainty in Income Taxes” (“FIN 48")sa
of January 1, 2007. A tax position is recognized agnefit only if it is “more likely than not” th#éhe tax position
would be sustained in a tax examination, with agteamination being presumed to occur. The amowaigrEzed is
the largest amount of tax benefit that is gredtent50% likely of being realized on examinationr f&x positions
not meeting the “more likely than not” test, no tenefit is recorded. The adoption of FIN 48 did Imave a
material effect on the Company’s financial statetsen

INTANGIBLE ASSETS— Goodwill and intangible assets with indefinitgetul lives are not amortized but are
tested for impairment annually or if indicatorsimpairment are present. Measurement of any impaitroesuch
assets is based on the ass#ir value, with the resulting charge recorded &sss. There were no impairment los
recorded in 2007, 2006 or 2005. Core deposit intdagssets acquired prior to the purchase of Euples
BancTrust Company are amortized over seven yeang tiee straight-line method which approximatesrtie off
of those deposits. Core deposit intangible assefsiged in the purchase of
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The Peoples BancTrust Company are being amortizedtbeir estimated life of 15 years, using an kEreged
method which approximates the run-off of those dépo

TREASURY STOCK- Treasury stock repurchases and sales are aetbfartusing the cost method.

TRUST DEPARTMENT ASSETS AND INCOMEAssets held by the Trust Department in a fiduc@apacity
for customers are not included in the consolidéitezhcial statements. Fiduciary fees on trust antoare
recognized on the accrual basis.

STOCK BASED COMPENSATION- The Company has two incentive stock compensaiians, the South
Alabama Bancorporation 1993 Incentive Compensatian (the “1993 Plan”), and the South Alabama
Bancorporation, Inc. 2001 Incentive Compensati@nfthe “2001 Plan”). The 1993 Plan was termin&iezD01
upon the adoption of the 2001 Plan. The remainnagtgd and outstanding options under the 1993 &lan
exercisable into common shares of the Company.e&eihber 31, 2007, options for 100 thousand shages w
granted and outstanding under the 1993 Plan. Thep@oy may grant stock awards and options for (g0t
thousand shares to employees and directors unel@0Bil Plan and has granted options to purchasth0%and
shares under the 2001 Plan through December 3Z, 20@/hich options to purchase 83 thousand shemes
outstanding. Under the 1993 and 2001 Plans, thieropkercise price equals the stock’s market patdhe date of
grant. The options vest one year after date ohissel and expire after 10 years. The Company ugeidtitnsic-
value method for accounting for stock-based emm@mm@mmpensation in 2005 and the fair-value meth@0D®6 and
2007.

As of January 1, 2006, all stock options issuetheyCompany had vested, and, therefore, the Conipany
recorded no compensation expense for any of thuk sigtions issued prior to January 1, 2006. The am
adopted SFAS No. 123(R) as of January 1, 2006feor, that point forward, expensed the fair valu®pfions
granted over the required service period. On A#il2006 the Company issued 1 thousand stock aptidre
Company recognized $11 thousand as compensati@msaor these options over the one year vestinggef
which $3 thousand was recognized in 2007 and $8stred was recognized in 2006. The fair value of egtion
granted in 2006 of $10.81 per share was calculaded) the Black-Scholes option pricing model usirmisk-free
interest rate of 4.96 percent, an expected divideéeld of 2.4 percent, an expected average lifé.85 years and an
expected volatility of 45 percent. At December 3007, there was no unrecognized compensation egpelaed t
nonvested stock options issued by the Company.

A summary of the status of and changes in the Cagipassuance of restricted stock under the 20@h &t
December 31, 2007, 2006, and 2005 is as follows:

2007 2006 2005

Weighted-Avg. Weighted-Avg. Weighted-Avg.
Fair Value Fari-Value Fair Value
Shares Price Shares Price Shares Price
(Dollars in thousands except per share

Outstanding at beginning of ye QM $ 20.2¢ 24 $ 19.7¢ 0 $ 0.0c
Granted 5 21.6¢ 68 20.4( 27 19.7¢
Forfeited (1) 20.1¢ (2) 19.9¢ 3) 19.7¢
Outstanding at end of ye 94 $ 20.32 90 $ 20.2¢ 24 $ 19.7¢

Restricted stock was issued with a total fair valieich was the average of the closing bid andoasthe date
of issuance, of $108 thousand, $1.392 million as@0®housand for the years ended December 31, 2008, and
2005, respectively. No restricted stock was isquéat to 2005. The expense for these shares witebegnized ove
the required service period of three years. Theltiag pre-tax charge for the years ended Decer@beP007, 2006
and 2005 was approximately $643 thousand, $50%#mliand $146 thousand, respectively. At Decenthe2(®7
the total compensation expense related to nonvesstdcted
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stock issued by the Company not yet recognized$684 thousand. The Company will recognize this rgpeover
the remaining weighted-average vesting period yédr.

In January of 2005, BancTrust issued to its dinsc8thousand shares of the Company’s common siedk
recognized a pre-tax charge of $158 thousand tktatthese shares.

Had compensation costs for these plans for 2006 8etrmined consistent with SFAS No. &3 ounting for
Stock Based Compensatipthe Company’s net income and earnings per shawntdvhave been reduced to the
following pro forma amounts:

200¢

(Dollars in thousands
except per share)

Net income as reporte $ 15,11¢
Add: Stock based compensation expense includezbiorted income, net of t 91
Less: Stock based compensation expense deternmued the fair value method, net of 1 (159)
Pro forma net incom $ 15,05:

Earnings per shar
As reportec

Basic $ 1.3¢

Diluted 1.3
Pro forma

Basic $ 1.3¢

Diluted 1.3

A summary of the status of and changes in the stptibns granted pursuant to the 1993 Plan an@@bé
Plan at December 31, 2007, 2006, and 2005 is sl

2007 2006 2005
Weighted-Avg. Weighted-Avg. Weighted-Avg.
Shares Exercise Price  Shares Exercise Price  Shares Exercise Price
(Dollars in thousands except per share

Outstanding at beginning of ye 211 $ 14.8¢ 24¢ % 14.2¢ 322 $ 13.5¢
Granted 0 1 21.5¢ 0 N/A
Exercisec (25) 10.7: (39 11.0¢ (72 11.1¢
Forfeited 3) 20.8: 0 N/A 1) 9.9t

Outstanding at end of ye 185 $ 15.41 211 % 14.8¢ 24¢  $ 14.2¢

Exercisable at end of ye 18 $ 15.41 21C % 14.8¢ 24¢ % 14.2¢

Weighted-average fair value of the optic
grantec N/A $ 10.81 N/A

At December 31, 2007, 48 thousand of the 183 thalisations had exercise prices between $8.83 ah®$1
with a weighted-average exercise price of $11.4Vanaverage remaining contractual life of 3.05yeBxercise
prices for 129 thousand of these options were v 5.63 and $17.23 with a weighted-average eseeprice of
$16.58 and an average remaining contractual lif& ®7 years. The remaining 6 thousand options anuitg at
December 31, 2007 have an exercise price betwebb&2nd $22.19 with a weighted-average exercise pf
$22.09 and an average remaining contractual life®4 years. The average intrinsic value per sbiastock option:
exercised during 2007 and 2006 was $9.55
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and $10.39, respectively. The total intrinsic vadfistock options exercised during the 2007, 20862005 was
$235 thousand, $412 thousand, and $609 thousapkatvely. The intrinsic value of options exerdise the
market price of a share of stock on the day of @seress the option price. The aggregate intrinaige of the
options outstanding at December 31, 2007 and 2@B6$80 thousand and $2.2 million, respectively. digregate
intrinsic value of the exercisable options outstagdt December 31, 2007 and 2006 was $30 thoueashd

$2.2 million, respectively. The intrinsic valueations outstanding at period-end is the marketepoif a share of
stock on the last day of the period less the weidfaverage exercise price times the number of mpaitstanding.
The weighted-average remaining life of exercisalbdek options outstanding at December 31, 20072806 was
3.66 years and 4.25 years, respectively. Sharesdaspon exercise of stock options are issued &othorized but
unissued shares.

RECLASSIFICATIONS— Certain reclassifications of 2006 and 2005 balahes® been made to conform w
classifications used in 2007. These reclassifioatiad no effect on shareholders’ equity or reponietdncome.

RECENT ACCOUNTING PRONOUNCEMENTS In June 2006, the FASB issued Interpretation48.
Accounting for Uncertainty in Income Taxes, Antpitetation of FASB Statement No. 1(“FIN 48”). FIN 48
clarifies that the benefit of a position taken gpected to be taken in a tax return should be n@ized in a
company’s financial statements in accordance WA No. 109 Accounting for Income Taxesvhen it is more
likely than not that the position will be sustairteased on its technical merits. FIN 48 also préssrhow to
measure the tax benefit recognized and providedagae on when a tax benefit should be derecogaizedkll as
various other accounting, presentation and discbomatters. This interpretation was effective fae Company
beginning in fiscal year 2007. The adoption of E®Idid not have a material impact on its resultsp#rations or
financial position.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementsThis standard defines fair
value, establishes a framework for measuring falue in accounting principles generally acceptetthéUnited
States of America, and expands disclosure abauvdhie measurements. This pronouncement appliethey
accounting standards that require or permit faue/aneasurements. Accordingly, this statement doesequire
any new fair value measurement. This statemerifastiave for fiscal years beginning after Novemhér 2007, and
interim periods within those fiscal years. The Campwill be required to adopt SFAS No. 157 in tinstfquarter o
fiscal year 2008. The adoption of FASB 157 is nqiexted to have a material impact on the resultpefations or
financial position.

In September 2006, the FASB issued SFAS No. E&§loyers’ Accounting for Defined Benefit Pensiad a
Other Postretirement Plans — An Amendment of FAS®8ents No. 87, 88, 106, and 132(Rhis
pronouncement requires an employer to recognizexbefunded or under-funded status of a definetebie
postretirement plan (other than a multiemployenpkss an asset or liability on its balance shdeASSNo. 158 also
requires an employer to recognize changes in thettefd status in the year in which the changes dbcough
comprehensive income effective for fiscal yearsimpafter December 15, 2006. In addition, thisestant requires
an employer to measure the funded status of agdaf its year-end balance sheet date effectividal years
ending after December 15, 2008. The Company addb&erequirement to recognize the funded statulseobenefit
plans and related disclosure requirements as oéfber 31, 2006. The Company also adopted the esqaitts of
SFAS No. 158 related to the measurement date whilited in a $39 thousand decrease in retaineihgar
Adoption of SFAS No. 158 also resulted in an insee liability for pension benefits and total ligkes of
$1.656 million, an increase in deferred tax asaetstotal assets of $651 thousand and a decreaseumulated
other comprehensive income and total shareholéersty of $1.005 million. The effects of the adoptiof
SFAS No. 158 are disclosed further in Note 14.

In September 2006, the FASB ratified the consettsi&Emerging Issues Task Force (“EITF”) reached
regarding EITF Issue No. 06-B¢counting for Purchases of Life Insurance — Debeimg the Amount that Could
Be Realized in Accordance with FASB TechrBulletin 85-4. The EITF concluded that a policyholder
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should consider any additional amounts includetthéncontractual terms of the life insurance policgetermining
the “amount that could be realized under the instgacontract.” For group policies with multiple tifcates or
multiple policies with a group rider, the Task F@also tentatively concluded that the amount thatccbe realized
should be determined at the individual policy atifieate level, i.e., amounts that would be readizonly upon
surrendering all of the policies or certificatesulkbnot be included when measuring the assets.iftggretation
was effective for the Company beginning in fiscaay2007. The adoption of EITF 06-5 did not haveaderial
impact on its results of operations or financiasigon.

In fiscal 2006, the Company adopted SEC SAB No, Oahisidering the Effects of Prior Year misstatements
when Quantifying Misstatements in Current Year Riial StatementsSAB No. 108 requires that registrants as
the impact on both balance sheet and the statesh@rdome when quantifying and evaluating the nialiéy of a
misstatement. Under SAB No. 108, adjustment ofrioia@ statements is required when either approestlts in
qguantifying a misstatement that is material toporéng period presented within the financial stegats, after
considering all relevant quantitative and qualtafiactors. The impact of adopting SAB No. 108 w&#258
thousand adjustment to retained earnings as ofBleee31, 2005. The Company’s adoption of SAB N@& k0
disclosed further in Note 23.

In December 2007, the FASB issued SFAS No. 1&iRjness Combinatiof$SFAS No. 141R”) which
applies to all business combinations. The statemsgptires most identifiable assets, liabilitiesnoantrolling
interests and goodwill acquired in a business caoatiun to be recorded at “full fair value.” All Husss
combinations will be accounted for by applying thequisition method” (previously referred to as tparchase
method”). Companies will have to identify the acgqui determine the acquisition date and purchaise;precognize
at their acquisition-date fair values the identifaassets acquired, liabilities assumed, and angantrolling
interests in the acquiree; and recognize goodwilinothe case of a bargain purchase, a gain. SFAI41R is
effective for periods beginning on or after Decemitg 2008, and early adoption is prohibited. If s applied to
business combinations occurring after the effediate. The Company will adopt the provisions of SH¥0. 141R
in the first quarter of 2009, as required, but doaisexpect the impact to be material to the Comjsdimancial
condition or results of operations.

In November 2007, the SEC issued Staff AccountintieBn No. 109 Written Loan Commitments Recorded at
Fair Value Through Earning(“SAB No. 109”). SAB No. 109 rescinds SAB No. 10pohibition on inclusion of
expected net future cash flows related to loanisiewy activities in the fair value measurement efrétten loan
commitment. SAB No. 109 applies to any loan comraitts for which fair value accounting is electedemd
SFAS No. 159. SAB No. 109 is effective prospectifer derivative loan commitments issued or modifie fiscal
quarters beginning after December 15, 2007. Theg@aomwill adopt the provisions of SAB No. 109 iretfirst
quarter of 2008 but does not expect the impacetmaterial to the Company’s financial conditiorr@sults of
operations.

In June 2007, the FASB ratified EITF Issue No. @6Accounting for Income Tax Benefits of Dividends on
Share-Based Payment Awariche objective of this issue is to determine theoaoting for the income tax benefits
of dividend or dividend equivalents when the divids or dividend equivalents are: (a) linked to ggualassified
nonvested shares or share units or equity-cladsifigstanding share options and (b) charged tinextaearnings
under SFAS Statement No. 123 (Revised 2084are-Based Paymenthe Task Force reached a consensus that
EITF No. 06-11 should be applied prospectivelyh® income tax benefits of dividends on equity-dfass
employee share-based payment awards that are ebatafiscal years beginning after September 16720he
Company will adopt the provisions of EITF No. 064ifilthe first quarter of 2008 but does not expketimpact to
be material to the Company’s financial conditionesults of operations.

In March 2007, the FASB ratified EITF No. 06-Bxcounting for Collateral Assignment Split-Dollaife.
Insurance ArrangementOne objective of EITF No. 06-10 is to determine thlee a liability for future benefits
under a collateral assignment split-dollar lifeurence arrangement that provides a benefit to an
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employee that extends into postretirement peribdslsl be recognized in accordance with SFAS No.drO&8PB
Opinion 12, as appropriate, based on the substaagveement with the employee. Another objectivEldF

No. 0€-10 is to determine how the asset arising fromlatwal assignment split-dollar life insuranceamgement
should be recognized and measured. EITF No. 0&-&€féctive for fiscal years beginning after Decemb5, 2007.
The Company will adopt the provisions of EITF N6-10 in the first quarter of 2008, as required, dgs not
expect the impact to be material to the Compariganicial condition or results of operations.

In February 2007, the FASB issued SFAS No. T8®& Fair Value Option for Financial Assets and Fical
Liabilities — Including an Amendment SFAS No. ¢‘B3-AS No. 159”) which permits an entity to chodse
measure many financial instruments and certainr dtibis at fair value. Most of the provisions in&8-No. 159 ar
elective; however, the amendment to FASB Statemdentl15,Accounting for Certain Investments in Debt and
Equity Securitie!, applies to all entities with available-for-saledarading securities. The fair value option
established by SFAS No. 159 permits all entitieshioose to measure eligible items at fair valugpatified electio
dates. A business entity will report unrealizechgand losses on items for which the fair valuéoophas been
elected in earnings (or another performance indidathe business entity does not report earniagigach
subsequent reporting date. The fair value optianmay be applied instrument by instrument, wifava exceptions
such as investments otherwise accounted for bgdhéy method; (b) is irrevocable (unless a newtea date
occurs); and (c) is applied only to entire instratseand not to portions of instruments. The Compaifiyadopt the
provisions of SFAS No. 159 in the first quarte26D8, as required, but does not expect the impén¢ tmaterial to
the Company’s financial condition or results of @Ei®ns.

Note 2. Business Combinations and Dispositio
Acquisition of The Peoples BancTrust Company

On October 15, 2007, BancTrust completed its adiprsof 100 percent of The Peoples BancTrust Campa
Inc., a bank holding company headquartered in SeMadama that operated 23 branches throughoutahtral pai
of the state of Alabama. The acquisition of Peoplas accounted for under the purchase accountitigati@s
required by United States generally accepted adowuprinciples. Under this method of accountirgg financial
statements of the Company reflect results of operatand the financial condition of Peoples subsatjto
October 15, 2007. Therefore, period-end balanadade Peoples’ total assets of approximately $98gom total
loans of approximately $612 million, total depositsapproximately $747 million, goodwill of approwately
$54 million (none of which is deductible for taxrpuses) and core deposit intangibles of approxip&EL million.
The Company issued approximately 6.3 million shafdBancTrust Financial Group, Inc. common stoclt paid
$38 million cash in connection with its acquisitiohPeoples. The Company’s Board of Directors vigwe
acquisition of The Peoples BancTrust Company, dsan opportunity to achieve economies of scaleagon of it
larger size, enhanced competitive position, andedpd market area. The purchase price was $148i@maind
was settled with 6.29 million shares of the Compaepmmon stock and cash of $38.6 million. The caslount
includes transaction costs of approximately $7@0s¢land. Each share was valued at $17.18, whiclheds/e day
weighted-average price per share based on volunitedaneasurement date and the two days beforafgarcdthe
measurement date. The measurement date was thaafieson which the number of shares issued arat oth
consideration in the Peoples acquisition becanesfixithout subsequent revision. The measuremeatvias
August 8, 2008. As a result of the purchase, thm@amy recorded goodwill of $54 million and a coepdsit
intangible asset of $11 million.

66




Table of Contents

BancTrust Financial Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiied)

Assuming the October 15, 2007 acquisition of ThegRes BancTrust Company, Inc. had occurred on Jgri
of the year presented, the consolidated resultpefations on a pro forma basis (unaudited) foytees ended
December 31, 2007 and 2006 would have been asv&llo

Year Ended Year Ended
December 31, December 31,
2007 2006
Net interest revenue from continuing operati $79,15¢ $81,50¢
Income from continuing operatiol 8,26¢ 19,63¢
Income per share from continuing operati— basic $ 47 $ 1l.1:
Income per share from continuing operati— diluted A7 1.1z

A Statement of net assets acquired for Peopldseadquisition date of October 15, 2007 was aeviali

Statement of Net Assets Acquired

October 15, 2007
(Dollars in thousands

ASSETS:
Cash and cash equivalel $ 59,96¢
Interes-bearing deposit 42,015
Investment securities available for si 145,23¢
Loans and lease 634,47
Allowance for loan and lease los: (7,039
Loans and leases, r 627,44
Premises and equipment, | 36,091
Goodwill 53,85(
Other intangible asse 11,21¢(
Other asset 23,34t
Total asset $ 999,16:
LIABILITIES:
Deposits $ 795,56¢
FHLB advances and lo-term debt 45,06¢
Other liabilities 11,82¢
Total liabilities $ 852,45’
Net assets acquire $ 146,70:

The purchase price and goodwill arising from thechase of Peoples are stated as follows:
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Purchase price and goodw

Purchase pric $146,70:
Peoples tangible shareholders eq (82,81¢)
Excess of purchase price over carrying amount bfamgible assets acquir 63,88¢
Purchase accounting adjustments (effect on Gooc
Investment securities available for s: (47¢)
Loans and leases, r (4,147
Premises and equipment, | 13,28(
Deposits (73
FHLB advances and lo-term debt 16€
Deferred tax liability (7,579
Total intangible asse 65,06(
Core deposit intangibl (11,210
Goodwill $ 53,85(

Statement of Position 03-08ccounting for Certain Loans or Debt Securities éiced in a Transfe(*SOP 03-
03") addresses accounting for differences betweatractual cash flows and cash flows expected teoliected
from an investor’s initial investment in loans @bd securities (loans) acquired in a transferasthdifferences are
attributable, at least in part, to credit qualltyincludes loans acquired in purchase businessamtions and
applies to all nongovernmental entities, includirg-for-profit organizations. The SOP does not gpplloans
originated by the entity. BancTrust identified $.iillion of loans to which the application of theovisions of
SOP 03-03 was required and charged-off approxim&@93 thousand related to these loans.

BancTrust is in the process of finalizing the aditian of the purchase price to the acquired nettashown
above. Accordingly, the above allocations shoulddresidered preliminary as of December 31, 2007.

Sale of Sweet Water State Bank

On August 1, 2005, BancTrust sold all of the stotEEweet Water State Bank for a payment of $6.%anil
from the purchaser and a dividend at closing ofd#b@usand from Sweet Water State Bank. The Company
recorded a gross gain on the sale of $2.411 millitre operations of Sweet Water State Bank have deeounted
for as discontinued operations for all periods @nésd in accordance with SFAS No. etounting for the
Impairment or Disposal of Lol-Lived AssetsThe assets and liabilities of Sweet Water StatekBaa stated
separately as discontinued operations as of DeaeBihe004.
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The results of Sweet Water State Bank through #lyeoflits sale on August 1, 2005 are presentelddn t

following table:

Total interest revenu

Total interest expens

Net interest revent

Provision for loan losse

Net interest revenue after provision for loan I
Total noninterest revent

Total noninterest expen:
Income before income tax
Gain on sale before income tay
Total income before income tax
Provision for income taxe

Net Income

Note 3. Restrictions On Cash and Due From Bank Aounts

2005
(Dollars in thousands)
$ 1,89:¢
394
1,49¢
15
1,48¢
30C
1,20¢
57¢
2,411
2,98¢
1,144
$ 1,84z

The Banks are required to maintain average resmlaamces with the Federal Reserve Bank. The avefage
those reserve balances for the years ended Dec&hp2007 and 2006 was approximately $15.7 miliod

$17.0 million, respectively.

Note 4. Securities Available for Sale

The following summary sets forth the amortized @sl the corresponding fair values of investmeatisées

available for sale at December 31, 2007 and 2006:

December 31, 200

U.S. Treasury securitie

Obligations of U.S. Government sponsored enterp
Obligations of states and political subdivisic

Other investment

Mortgage-backed securitie

Total
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Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
(Dollars in thousands)
$ 1,097 $ 15 % 0 $ 1,11
97,14¢ 1,05t 11€ 98,08"
37,88¢ 541 55 38,37
2,421 0 15 2,40¢
105,07: 1,213 391 105,89¢
$24362¢ $ 2,826 $ 577 $245.87
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Gross Gross

Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

December 31, 200!
U.S. Treasury securitie $ 89 $ 6 $ 0 $ 90z
Obligations of U.S. Government sponsored enterp 43,39( 28 847 42,57
Obligations of states and political subdivisic 44,13¢ 701 174 44,66¢
Other investment 1,574 0 31 1,54:
Mortgagebacked securitie 29,52¢ 20 72¢ 28,81
Total $119,52: $ 758 $ 1,781 $118,49¢

Securities available for sale with a carrying vadfi@pproximately $186.340 million and $75.298 iuiil at
December 31, 2007 and 2006, respectively, wergyplietb secure deposits of public funds and trusosiés.
Additionally, securities available for sale witltarrying value of approximately $5.700 million ab#l120 million
at December 31, 2007 and 2006, respectively, wledgpd to secure repurchase agreements.

Proceeds from the sales of securities availablsdte were $667 thousand in 2007, $527 thousa®@df and
$2.506 million in 2005. Gross realized gains ondalke of these securities were $6 thousand in 2D 2006 and
$130 thousand in 2005, and gross realized losses $@in 2007, $44 thousand in 2006 and $5 thousaf@05.

Maturities of securities available for sale as etBmber 31, 2007, are as follows:

Amortized Fair

Cost Value

(Dollars in thousands)
Due in 1 year or les $ 28,41 $ 28,43
Due in 1to 5 year 58,89( 59,35¢
Due in 5to 10 yeat 38,90: 39,67¢
Due in over 10 yeai 12,341 12,51¢
Mortgage-backed securitie 105,07: 105,89¢
Total $243,62¢  $245,87

The following table shows the Company’s combineabgrunrealized losses and fair values on investment
securities, aggregated by investment categoryemgth of time that individual securities have bi#ea continuous
unrealized loss position, at December 31, 20072006.

December 31, 200°

Less than 12

Months 12 Months or More Total
Fair  Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(Dollars in thousands)

Obligations of U.S. Government sponsored enterp  $ 0 $ 0 $26,72° $ 11€ $26,72°' $ 11¢€
Obligations of states and political subdivisic 0 0 8,71¢ 55 8,71¢ 55
Other investment 0 0 98¢ 15 98¢ 15
Mortgagebacked securitie 1,33¢ 4 19,88 387 21,22( 391

Total $1,33¢ $ 4 $56,31''$ 57¢ $57,65¢$ 577
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December 31, 2006

Less than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(Dollars in thousands)
Obligations of U.S. Government sponsore!

enterprise! $ 0 $ 0O $38,35¢ $ 847 $38,35¢ $ 847
Obligations of states and political

subdivisions 2,63¢ 25 12,26¢ 14¢ 14,90: 174
Other investment 51¢ 1 927 30 1,44¢ 31
Mortgage-backed securitie 857 6 25,18¢ 723 26,04¢ 72¢

Total $4,011 % 32 $76,74C $ 1,74¢ $80,75. $ 1,781

At December 31, 2007, the Company had 2 invests@eurities that were in an unrealized loss position
impaired for the less than 12 months’ time frame @@ investment securities in an unrealized losstijpn or
impaired for the more than 12 months’ time frami.ofAthese investment securities’ impairments degemed by
Management to be temporary. A large portion ofeérsescurities are backed by one- to four-family gages. These
securities have fluctuated with the changes in etarkerest rates on home mortgages. The secunitielsacked by
one -to four-family mortgages have changed dueitceat market conditions, and not due to creditceons related
to the issuers of the securities. The Company dotbelieve any other-than-temporary impairmentsterlated to
these investment securities because the Comparthdability and intent to hold the securities umtaturity.

Note 5. Loans and Lease!
A summary of loans and leases follows:

December 31

2007 2006

(Dollars in thousands)
Commercial, financial and agricultul $ 381,36t $ 196,13¢
Real estat— constructior 476,33( 341,99.
Real esta— mortgage 681,02 411,87
Consumer, installment and single ¢ 101,36¢ 54,85’
Total loans and leas! 1,640,08! 1,004,85!
Less unearned discount lea (7,815 0
Less deferred cost (unearned loan fees) 402 (123)
Total loans and leases, 1 $1,632,671  $1,004,73!

In the normal course of business, the Banks madkesito directors, executive officers, significamireholders
and their affiliates (related parties). Relatedyblrans are made on substantially the same téntisiding interest
rates and collateral, as those prevailing at the fior comparable transactions with other custorardsin
Management’s opinion do not involve more than themal risk of collectibility. The aggregate dol@amount of
these loans was $37.330 million at December 317 20@ $31.270 million at December 31, 2006. Dugifg7,
$77.443 million of new loans and advances were raai principal repayments totaled $71.383 million.
Outstanding commitments to extend credit to reladies totaled $30.532 million at December 30720

71




Table of Contents

BancTrust Financial Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiied)

At December 31, 2007 and 2006, non-accrual loaatetd $36.001 million and $15.293 million, respeely.
The amount of interest income that would have reearded during 2007, 2006 and 2005, if theseawuomual loar
had been current in accordance with their origieahs, was $2.374 million, $1.211 million, and $4806usand,
respectively. The amount of interest income acguatognized on these loans during 2007, 2006 808 %vas
$1.816 million, $452 thousand and $155 thousargheasetively.

At December 31, 2007 and 2006, the recorded invarstisrin loans that were considered to be impaineu
SFAS No. 114 were $50.078 million and $16.653 wnilirespectively. Included in this amount is $19.&dllion in
2007 and $12.991 million in 2006 of impaired loémswhich the related allowance for loan losse$2s304 million
in 2007 and $2.252 million in 2006. The amountsaired loans that did not have specific allowaniwe loan
losses were $30.213 million in 2007 and $3.662iomlin 2006. The average recorded investment ansaont
impaired loans during the years ended Decembe2@®17, 2006 and 2005 were approximately $33.200anill
$9.685 million and $3.799 million, respectively.

The category commercial, financial and agricultimaludes commercial leases of $48.447 million aeglin
the Peoples purchase.

Loans include loans held for sale of $3.631 milla@rDecember 31, 2007 and $4.811 million at Deca&r8be
2006 which are accounted for at the lower of cosharket value, in the aggregate.
Note 6. Allowance for Loan Losses

The allowance for loan losses is summarized asvisii

Year Ended December 31

2007 2006 2005
(Dollars in thousands)
Balance at the beginning of ye $16,32¢ $14,01: $ 9,60¢
Balance acquire 6,74( 0 0
Provision charged to operating expe 12,43t 4,59¢ 5,72¢
Loans charged o (12,705 (2,639 (1,659
Recoveries 977 35¢ 334
Balance at the end of ye $23,77F  $16,32¢  $14,01:
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Note 7. Premises and Equipmen

Premises and equipment are summarized as follows:

Estimated December 31
Lives 2007 2006
(Dollars in thousands)

Land and land improvemer $ 23,90 $14,53¢

Bank buildings and improvemer 7-40 years 60,785 31,32:

Furniture, fixtures and equipme 3-10 years 23,09 17,87(
Leasehold improvements Lesser of
lease perio
or estimate

useful life 2,657 2,631

Total 110,43’ 66,367

Less accumulated depreciation and amortize 22,10 19,04:

Premises and equipment, | $ 88,33«  $47,32¢

The provision for depreciation and amortizationrglea to operating expense in 2007, 2006 and 20Q@fuatac
to $3.872 million, $2.940 million and $2.703 miltiorespectively.

Note 8. Goodwill and Intangible Assets

The Company had goodwill totaling $95.643 milliarDeecember 31, 2007 and $41.952 million at
December 31, 2006. The Alabama Bank’s goodwill $26.916 million for 2007 and $24.066 million for(8) and
the Florida Bank’s goodwill was $17.727 for 2000 &17.886 million for 2006. There were no changes t
impairment in the carrying amount of goodwill a¢ thAlabama or Florida Bank. The Alabama Bank’s goddw
increased $53.85 million due to the acquisition ptated in the fourth quarter of 2007. The FloridenB's goodwill
decreased $159 thousand due to the adoption ophetation No. 48Accounting for Uncertainty in Income Taxes,
An Interpretation of FASB Statement No. (“FIN 48").

The Company'’s intangible assets subject to amdidizavere $12.978 million at December 31, 2007 and
$2.995 million at December 31, 2006 with an origizast of $16.450 million at December 31, 2007 and
$5.241 million at December 31, 2006 and with acdated amortization of $3.472 million at December 2007
and $2.246 million at December 31, 2006. Amortaaixpense for core deposit intangible asseth&oyears
ended December 31, 2007, 2006 and 2005 was $1.Byhts749 thousand and $749 thousand, respdgtive
Intangible assets totaling $5.241 million are amed over seven years, with a remaining amortingperiod of
three years. Intangible assets totaling $11.210omikre amortized over fifteen years, with a remra amortizatiol
period of fifteen years.

Note 9. Derivatives

The Company acquired an interest rate floor cohtrathe Peoples purchase. Pursuant to the inteatestloor
contract, the Company will receive payments frasrcitunterparty if and when the stated prime ratatefest is les
than 6.50% on May 6th, August 6th, November 6tRelsruary 6th in a given year, until and includirebFuary 6,
2011. Payment amounts will be determined by myjiigl the spread between stated prime on a giversuneaent
date and 6.50%, by a notional amount of $50 millibime contract had a fair value at the Peopleshase date of
$102 thousand. Changes in the interest rate fl@mearked to market through the statement of incantkis
included in other income, charges and fees. Atefddnber 31, 2007, the interest rate floor contract carried at i
fair value which was $650 thousand.
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Note 10. Deposits
The following summary presents the detail of indéfgearing deposits:

December 31

2007 2006

(Dollars in thousands)
Interes-bearing checking accour $ 275,41( $154,72¢
Savings accoun 105,16¢ 80,86¢
Money market savings accoul 353,81( 116,18t
Time deposits ($100 or mor 426,26 304,92(
Other time deposit 425,03¢ 272,94
Total $1,585,68  $929,64t

The following summary presents the detail of indéexpense on deposits:

Year Ended December 31

2007 2006 2005
(Dollars in thousands)
Interes-bearing checking accour $ 2987 $220¢ $ 934
Savings accoun 1,61¢ 1,99( 1,50(C
Money market savings accoul 6,84¢ 2,85¢ 1,47¢
Time deposits ($100 or mor 16,06¢ 12,09( 6,93¢
Other time deposit 16,45¢ 10,94 6,15
Total $43,97. $30,087 $17,00:
The following table reflects maturities of time dsjfis at December 31, 2007:
Less Than 1 Yea 1to 5 Year: 6to 10 Year: Total
(Dollars in thousands)

$100 or more $ 375,61 $ 49.46( $ 1,18: $426,26:
Other time deposit 384,24! 40,78¢ 3 425,03t
Total $ 759,86: $ 90,24t $ 1,18t $851,29¢

Note 11. Short-Term Borrowings

The Company classifies borrowings with original undiies of less than one year as short-term bomgsui
Following is a summary of short-term borrowings:

December 31

2007 2006
(Dollars in thousands;
Securities sold under agreement to repurc $3,35¢ $4,12(
Other shor-term borrowings 843 0
Total $4,19¢ $4,12(
Weightec-average interest rate at y-end 4.1(% 3.5(%
Weighted-average interest rate on amounts outstgritliring the year (based on average
daily balances 2.47% 4.41%
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Information concerning securities sold under age@no repurchase is summarized as follows:

Average balance during the ye

Average interest rate during the y
Maximum montl-end balances during the ye
Interest rate at December !

Information concerning federal funds purchasedimmarized as follows:

Average balance during the ye

Average interest rate during the yi
Maximum montl-end balances during the ye
Interest rate at December !

2007 2006 2005
(Dollars in thousands)
$3,02¢ $ 9,551 $ 9,09¢
2.45% 4.41% 1.96%
$5,00z $17,01¢ $10,297
2.5(% 3.5(% 2.5(%

2007 2006 2005
(Dollars in thousands)

$ 47 $ 5C $ 8,12¢

5.0% 4.7¢% 3.2%

$ 0 $ 0 $36,60(

N/A N/A N/A

Federal funds purchased and securities sold urgleement to repurchase generally represented g¥rni

borrowing transactions.

Note 12. Federal Home Loan Bank Advances and Lor-Term Debt

The following summary presents the detail of indéexpense on FHLB advances and long-term debt:

FHLB advance:!

Note payable to trust preferred subsidia

Bank loan
Total

Following is a summary of FHLB advances and lormgatborrowings:

FHLB advance:!

Note payable to trust preferred subsidia

Bank loan
Total

Year Ended December 31
2007 2006 2005
(Dollars in thousands)
$2,98¢ $3,34¢  $1,82:

2,66: 1,537 1,12¢
5432 527 447
$6,19: $5,41: $3,39¢

Year Ended
December 31,
2007 2006

$ 65,32( $61,50(
34,02: 34,02:
38,00( 0
$137,34.  $95,52:
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FHLB borrowings are summarized as follows:

December 31

2007 2006 2005
(Dollars in thousands)
Balance at the end of the ye $65,32(  $61,50(  $81,50(
Average balance during the ye 57,65( 71,77¢ 54,80:
Maximum montl-end balances during the ye 86,547 81,50( 81,50(
Daily weighte«-average interest rate during the y 5.1&% 4.66% 3.3%
Weightec-average interest rate at y-end 4.96% 5.11% 4.02%

The Company is a member of the Federal Home Loauk BAAtlanta (FHLB). At December 31, 2007 and
2006, the Company had FHLB borrowings outstandir§66.320 million and $61.500 million, respectivelhe
FHLB advances are secured by the borrowing bamk/sstment in FHLB stock, which totaled $7.098 roilliand
$5.450 million at December 31, 2007 and 2006, respaly, by an interest bearing deposit at the FHifB
$3.361 million and $8.300 million at December 3002 and 2006, respectively, and also by a blar&atifg lien
on portions of the borrowing bank’s one to four flgmesidential mortgage loan portfolio which tagl
$197.960 million at December 31, 2007. These bamgsvbear interest rates from 0.08 percent to ged8ent and
mature from 2008 to 2026. The FHLB advances requigaterly or monthly interest payments. If calpgtbr to
maturity, replacement funding will be offered by thHLB at the then current rate.

The Company created a business trust to issueprefgrred securities to finance a portion of thechase of
CommerceSouth, Inc. This trust is not consolida@duant to FASB Interpretation No. 46R (“FIN 46Rdhd the
trust’s sole asset is a loan to the Company in the anad $18.557 million. The payable to trust mature2033 an
requires quarterly interest payments. This paybbatea floating rate based on three month LIBOR pa@sbasis
points. The Company does not have the option tayrapy part of this payable until 2008. This loas kovenants
generally associated with such borrowings and witich the Company was not in default at Decembe28@7
and 2006 . In December of 2006, the Company cremtmesiness trust to issue trust preferred seesititi pay off a
$7.500 million loan from an unrelated bank anddeneral corporate purposes. This trust is not ditzted
pursuant to FASB Interpretation No. 46R (“FIN 46Rdhd the trust’s sole asset is a loan to the Cagnjpathe
amount of $15.464 million. The payable to trustumes$ in 2037 and requires quarterly interest paysadinis
payable has a floating rate based on three moBDRI plus 164 basis points. The Company does nat tay
option to repay any part of this payable until 20TRis loan has covenants generally associatedsuith
borrowings and with which the Company was not ifadk at December 31, 2007 and 2006 The payablesigbar:
summarized as follows:

December 31, December 31, December 31,
2007 2006 2005
(Dollars in thousands)
Balance at the end of the ye $34,02: $34,02: $18,55:
Average balance during the ye 34,02 19,02: 18,557
Maximum montl-end balances during the ye 34,02: 34,02: 18,551
Daily weighte«-average interest rate during the y 7.82% 8.08% 6.27%
Weightec-average interest rate at y-end 7.31% 7.6%% 7.4(%

In 2007, other long-term debt consists of a loar$®8.000 million from an unrelated bank to the @amy.
This loan was obtained in October of 2007 to firma@ortion of the purchase of The Peoples BantTosipany.
This loan is secured by BancTrust’s stock in thaeb&ma Bank. This loan matures in October of 20ddqllires
quarterly interest payments and at December 317 B@d a floating rate based on
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LIBOR plus 160 basis points. The Company has thm®opo repay any part of the principal at any tiwith a five
basis point penalty. This loan does not requiréopé@r principal payments. This loan had covenasetsegally
associated with such borrowings and with whichGlepany was not in default at December 31, 2002006 and
2006 other long-term debt consisted of a loan fid.§00 million from an unrelated bank to the Conmypdrhis loan
was obtained in January of 2004 to finance a poricthe purchase of CommerceSouth, Inc. This leas secured
by a portion of BancTrust’s stock of the AlabamanBaT his loan was to mature in 2008, required mignititerest
payments and had a floating rate based on LIBOR plii0%. The Company had the option to repay aryopéhe
principal at any time without penalty and the Compeepaid the loan in December of 2006 with parthef
proceeds of a trust preferred offering. This loaguired quarterly principal payments beginning Ma2606, at
which time the remaining principal was to be anzexdi over the remaining life of the loan.

December 31, December 31, December 31,
2007 2006 2005
(Dollars in thousands)

Balance at the end of the ye $38,00( $ 0 $10,00(
Average balance during the ye 8,01¢ 8,47: 10,00¢(
Maximum montl-end balances during the ye 38,00( 10,00( 10,00(
Daily weighte«-average interest rate during the y 6.7<% 6.22% 4.47%
Weightec-average interest rate at y-end 6.7<% N/A 5.4%%

The following table reflects maturities of long+#tedebt at December 31, 2007:

Less Thar 1to5 5to 10 Over 10
1 Year Years Years Years Total
(Dollars in thousands)
FHLB advance: $43,24F $10,33¢ $10,090 $ 1,64: $ 65,32
Payable to trus 0 0 0 34,02: 34,02:
Other long term det 0 38,00( 0 0 38,00(
Total $43,24F $48,33¢ $10,09: $35,66: $137,34:

Note 13. Accounting for Income Taxes

The Company adopted FASB Interpretation No.A&;ounting for Uncertainty in Income TaxgsIN 48”) ,
on January 1, 2007 and recognized a cumulativetedftjustment of $228 thousand as an increasestbalance of
retained earnings and a decrease in liabilities38f7 thousand. The amount of unrecognized tax kisreef of
January 1, 2007 and December 31, 2007 are $648ahdwand $668 thousand, respectively.

A reconciliation of the beginning and ending unigrtized tax benefit is as follows:

(Dollars in thousands)

Balance at January 1, 20 $64¢
Decreases based on tax positions related to peemns <78
Additions based on tax positions related to theeniryeal _ 98
Balance at December 31, 2C $66€

Approximately $254 thousand of this amount woulttéase income from continuing operations, and thus
impact the Company’s effective tax rate, if ultielgtrecognized into income.

It is the Company’s policy to recognize interestl penalties accrued relative to unrecognized taefits in
their respective federal or state income taxesuwataso The total amount of interest and penalties
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recorded in the income statement for the year ebdm@mber 31, 2007 was $75 thousand, and the araoonted
for interest and penalties at December 31, 20078283 thousand.

No significant increases or decreases in the amsafninrecognized tax benefits are expected iméxe
12 months.

The Company and its subsidiaries file a consoldlates. federal income tax return and file varioesims in
the states where their banking offices are locafd. Company is no longer subject to examinatiotelzing
authorities for years before 2004.

The components of income tax expense from continaperations are as follows:

Year Ended December 31
2007 2006 2005
(Dollars in thousands)

Current income tax expens

Federa $1,56¢ $7,061 $ 7,967

State 23 73 542
Total current income tax exper 1,592 7,13¢ 8,50¢
Deferred income tax expense (bene

Federa 632 (658 (1,959

State (217) (173) 212
Total deferred income tax benefit (exper 41E (831) (1,742
Total income tax expen: $2,007 $6,30: $6,767

The components of income tax expense from discoetioperations are as follows:

Year Ended
December 31,
2007 2006 _2005
(Dollars in thousands)

Current income tax expens

Federa $0 $0 $ 82¢

State 0 0 7
Total current income tax exper 0 _ 0O 92¢
Deferred income tax expense (bene

Federa 0 0 18¢

State 0 o0 9
Total deferred income tax expense (ben: 0 0 21¢
Total income tax expen: $0 $0 91,14
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Total income tax expense from continuing operatigiffered from the amount computed using the applie
statutory Federal income tax rate of 35 percenlieghpo pretax income for the following reasons:

Year Ended December 31

2007 2006 2005
(Dollars in thousands)

Income tax expense at statutory 1 $2,867 $6,85¢  $7,01¢
Increase (decrease) resulting frc

Tax exempt interes (83%) (78%) (88%)
Reduced interest deduction on debt used to cax-exempt securities and loa 11¢F 95 70
Increase (decrease) in valuation allowa 0 (249) 24¢
State income taxes, net of federal ber (12€) 184 241
Other, ne (14) 202 77
Total $2,007 $6,30:  $6,767
Effective tax rate 24.5% 32.2% 33.8%

The tax effects of temporary differences that gise to deferred tax assets and liabilities at Déwe 31, 2007
and 2006 are presented below:

December 31,
2007 2006
(Dollars in thousands)

Deferred tax asset

Allowance for loan losse $ 8,91t $6,12¢
Deferred compensatic 31¢€ 42C
Accrued pension co: 1,43( 96(
Interest on nc-performing loan: 1,181 391
Loans acquired in business combinat 1,49¢ 0
Investment securities acquired in business comibim 30 0]
Unrealized loss on securities available for : 0 384
Other 2,244 957
Total deferred tax asse 15,61: 9,23t
Deferred tax liabilities

Unrealized gain on securities available for ¢ (759 0
Core deposit intangible (3,13 (1,129
Differences between book and tax basis of prof (8,799 (2,727
Investment securities acquired in business comibim 0 (139)
Loan origination cos (79¢) (355)
Leases (5,237%) 0
Other (1,68¢€) (660)
Total deferred tax liabilitie (20,41¢) (4,99¢)
Net deferred tax (liability) ass $ (4,807 $4,23%
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A portion of the annual change in the net defeteadasset relates to unrealized gains and lossdslarand
equity securities available for sale. The relateftded income tax expense of $1.143 million wasrged directly
to stockholder’s equity as a component of accuredlather comprehensive income. A portion of theuahohange
in the net deferred tax asset relates to unreaja@ts and losses on pension liabilities. The edlateferred income
tax benefit of $470 thousand was recorded dirgotstockholder’s equity as a component of accuradlather
comprehensive income. A portion of the change énntt deferred tax liability relates to a businessbination.
The related deferred income tax expense of $8.0B®mmwas recorded directly to goodwill. A portiaxf the annue
change in the net deferred tax liability relates tmerger. The related deferred tax benefit of §hdlisand was
recorded directly to retained earnings. The renmeiind the change has been recorded as deferreshentax benefit
from operations.

The Company has a state net operating loss cammafd in the amount of $12.795 million. The stat¢ n
operating loss carry forward will begin to expine2011. Management believes it is more likely thanthat the
results of future operations will generate suffitisncome to realize this deferred tax asset.

Note 14. Retirement Plans

RETIREMENT PLAN FOR EMPLOYEES OF BANCTRUST FINANGIROUP, INC— BancTrust
maintains a pension plan that generally providesfmonthly benefit commencing at age 65 equabtooi the
employee’s average monthly base compensation dthiangighest five consecutive calendar years othefl0
calendar years preceding retirement, multiplieg&grs of credited service, not to exceed 40 yddms.pension pla
was frozen as of January 1, 2003, and no new aftesthat date participate in the plan. BancThagt accounted
for its defined benefit pension plan using the adai model required by SFAS No. &mnployers’ Accounting for
Pensions. The compensation cost of an employee’s pensiaeflidhas been recognized on the projected undtitcre
method over the employee’s approximate serviceogeiihe aggregate cost method has been utilizefuifioling
purposes.

Effective December 31, 2006, BancTrust adopted SNASL58,Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Pl An Amendment of FASB Statements No. 87, 88a06,32(R) Under
SFAS No. 158, the Company is required to recogthieeover-funded or under-funded status of a defbertefit
postretirement plan as an asset or liability ofétance sheet. This pronouncement also requiee€dmpany to
recognize changes in that funded status in theipeahich the changes occur through comprehensiveme
effective for years ending after December 15, 2@0&ing 2006, BancTrust changed the measuremeatfdathe
funded status of a plan as of its year-end balaheet date from the November 30 measurement dedkiugrior
years, which resulted in a charge to retained rgsndf $39 thousand. Adoption of SFAS No. 158 a¢sulted in ai
increase in liability for pension benefits and tdigbilities of $1.656 million, an increase in éefed tax assets and
total assets of $651 thousand and a decreaseumatated other comprehensive income and total bbiders’
equity of $1.005 million. Results for prior periodave not been restated.
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Changes during the year in the projected benefigations and in the fair value of plan assets varéollows:

Projected
Benefit Obligation
2007 2006
(Dollars in thousands)
Balance at beginning of ye $12,36¢  $10,90:
Service cos 572 642
Interest cos 703 654
Benefits paic (421 (54€)
Actuarial loss 691 714
Balance, end of ye: $13,91.  $12,36¢
Plan Assets
2007 2006
Balance at beginning of ye $10,02¢ $ 7,80¢
Return on plan asse 972 1,07¢
Employer contributiot 1,467 1,68¢
Benefits paic (427 (54€)
Balance, end of ye: $12,04: $10,02¢
The following tables reconcile the amounts Banc@resorded related to the pension plan:
Year Ended Year Ended
December 31 December 31
Reconcilement of Statement of Condition For Funde&tatus of Pension Pla 2007 2006
(Dollars in thousands)
Funded status of ple $ (1869 $ (2,34)
Unamortized prior service cos 2,901 2,511
Unamortized net loss¢ 18 25
Net initial obligation 24 25
Adjustment to apply SFAS No. 158, pre (2,947%) (2,567)
Funded status for balance sheet (liabil $ (1,869 $ (2,349

During 2007, the pension plan’s total unrecognizetlioss increased by $390 thousand. The variagivesken
the actual and expected return on pension plarisadsgng 2007 decreased the total unrecognizetbegty $140
thousand. Because the total unrecognized net gaos® exceeds the greater of 10 percent of theqeand benefit
obligation or 10 percent of the pension plan assletsexcess will be amortized over the average&bep future
working life of active plan participants. As of demy 1, 2007, the average expected future workiagf active
plan participants was 8 years. Actual results ®will depend on the 2008 actuarial valuatiomhef plan.

The accumulated benefit obligation for the penglam was $12.05 million and $10.693 million at
December 31, 2007 and 2006, respectively.
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Components of the plan’s net cost were as follows:

2007 2006 2005
(Dollars in thousands)

Service cos $57z2 $64z $60z
Interest cos 70z 654 63t
Expected return on plan ass (831) (689 (576
Net amortizatior 8 8 8
Recognized net los 15¢ 17t 14¢
Net pension cos $611 $79C $817

The weighted-average rates assumed in the actgat@llations for the net periodic pension costeewe

2007 2006 2005

Discount 5.9(% 5.6(% 6.25%
Annual salary increas 3.5C 3.5C 3.5C
Long-term return on plan asse 8.0C 8.0C 8.0C

The weighted-average rates assumed in the actgat@llations for the benefit obligations at DecemBi,
2007 and 2006 (the measurement dates) includetiogving:

2007 2006
Discount 5.9(% 5.9(%
Annual salary increas 3.5(% 3.5(%
The asset allocation of pension benefit plan asgdfecember 31 was:
Asset Categorn 2007 2006
Equity Securities 66% 67%
Debt Securitie: 19% 33%
Other 15% 0%
Total 100.0(% 100.0%

The change in unrecognized net gain or loss isnemsure of the degree to which important assungptiane
coincided with actual experience. During 2007,uheecognized net loss increased by 3.2 percetegbtojected
benefit obligation. The Company changes importastimptions whenever changing conditions warrarg. Th
discount rate is typically changed at least angualhd the expected long-term return on plan assi#tg/pically be
revised every three to five years. Other mategalianptions include the rate of employee terminadiwh rates of
participant mortality.

The discount rate was determined using a theotet@ra-coupon split yield curve derived from a werise of
high-quality bonds at the measurement date. A dgmtrincrease or decrease in the discount ratedi@aye
decreased or increased the net periodic benefif@o2007 by approximately $200 thousand and desgé or
increased the year-end projected benefit obligai1.0 million.

The expected return on plan assets was determasstiion historical and expected future returnkef/arious
assets classes, using the target allocations teddoelow. Each 1 percent increase (decreaseg iexipected rate of
return assumption would have decreased or increhsenkt periodic cost for 2007 by $100 thousand.
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Expected
Long-Term Target
Asset Categon Return Allocation
Equity Securities 9.5% 70%
Debt Securitie: 6.C% 20%
Other 3.0(% 10%

The plan’s investment policy includes a mandatdiversify assets and invest in a variety of asketses to
achieve that goal. The plan’s assets are currantbsted in a variety of funds representing mastdard equity and
debt security classes. While no significant charigéke asset allocation are expected during tleeming year, the
Company may make changes at any time.

In 2007, BancTrust contributed $1.5 million todsfined benefit plan. BancTrust expects to contebu
$1.0 million to the pension plan in 2008. Fundiaguirements for subsequent years are uncertaiwéindepend o
factors such as whether the plan’s actuary chaaggsssumptions used to calculate plan fundingdetiee actual
return on pension plan assets, changes in the gaglgroup covered by the plan and any legislativegulatory
changes affecting pension plan funding requireméigsfinancial planning, cash flow managementastc
reduction purposes, the Company may increase,a&xate] decrease or delay contributions to the pansan to the
extent permitted by law.

At December 31, 2007, the pension plan is expdctetake the following benefit payments, which refle
expected future service, as approximated:

(Dollars in thousands)

2008 $ 534
2009 $1,40(
2010 $ 92¢
2011 $1,76:
2012 $1,537
201:-2017 $5,201

THE PEOPLES BANCTRUST COMPANY, INC. PENSION PLANhe Peoples BancTrust Company
(“Peoples”) had a defined benefit pension plan. Deéned Benefit Pension Plan is a tgalified plan that covere
all eligible salaried and hourly employees of PespRll contributions were made by Peoples to fioveard a
targeted defined benefit based on years of searidecompensation. A participant retiring at agése&igible to
receive a monthly single life annuity equal to 246f final average monthly compensation times ye&gedited
service, plus .65% of final average monthly compéns in excess of Covered Compensation times yaars
credited service (up to 35 years). Participants&iger older with 10 years of vesting service matyre prior to
age 65 with a reduced benefit. The pension planfwaen to new or rehired employees after August2D7.
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Changes during the year in the projected benefigations and in the fair value of plan assets varéollows:

Projected
Benefit Obligation
2007

(Dollars in thousands)
Balance at acquisition da $ 15,22¢
Service cos 172
Interest cos 177
Benefits paic (127)
Actuarial loss (369)
Balance, end of ye: $ 15,08¢
Plan Asset:

2007
Balance at acquisition da $ 14,62«
Return on plan asse 62
Employer contributior 0
Benefits paic (121
Balance, end of ye: $ 14,56¢

The following tables reconciles the amounts Banstrecorded related to the Peoples pension plan:

Year Ended
December 31
Reconcilement of Statement of Condition For Funde&tatus of Pension Pla 2007
(Dollars in thousands)
Funded status of ple $ (529
Unamortized actuarial ga (232)
Unamortized prior service ca 9
Adjustment to apply SFAS No. 158, pre- 241
Funded status for balance sheet (liabil $ (529

Between the acquisition date of October 15, 20@Fyear end, the Peoples pension plan’s total ugrézed
net loss increased by $220 thousand. The variagivecken the actual and expected return on pensamgssets
during 2007 decreased the total unrecognized sestlg $140 thousand. Because the total unrecogniteghin or
loss is less than the greater of 10 percent optbected benefit obligation or 10 percent of tke@gion plan assets,
no amortization is anticipated in 2008. As of Jagug 2007, the average expected future workiraitife of active
plan participants was 7.8 years. Actual result2f#8 will depend on the 2008 actuarial valuatibthe plan.

The accumulated benefit obligation for the pengitam was $13.382 million at December 31, 2007.
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Components of the Peoples plan’s net cost werellasvs:

2007
(Dollars in thousands)

Service cos $ 17z
Interest cos 177
Expected return on plan ass (299)
Net amortizatior (5)
Recognized net los 14
Net pension cos $ 16C

The weighted-average rates assumed in the actgat@llations for the net periodic pension costeewe

2007
(Dollars in thousands)
Discount 6.00(%
Annual salary increas 3.5C
Long-term return on plan asse 7.0C

The weighted-average rates assumed in the actgat@llations for the benefit obligations at Decem®1,
2007 (the measurement date) include the following:

2007
Discount 5.9(%
Annual salary increas 5.0(%
The asset allocation of pension benefit plan asgdfecember 31 was:
Asset Categon 2007
Equity Securities 40%
Debt Securitie: 47%
Other 13%
Total 100.0(%

The change in unrecognized net gain or loss isnemsure of the degree to which important assungptiane
coincided with actual experience. During 2007,uheecognized net loss increased by 7.2 percetegbtojected
benefit obligation. The Company changes importastimptions whenever changing conditions warrarg. Th
discount rate is typically changed at least angualhd the expected long-term return on plan ass#tg/pically be
revised every three to five years. Other mategaliaptions include the rate of employee terminadiwh rates of
participant mortality.

The discount rate was determined using a theotet@ra-coupon split yield curve derived from a werise of
high-quality bonds at the measurement date. A &tBegmt increase or decrease in the discount ratédviave
decreased or increased the net periodic benefif@o2007 by approximately $110 thousand and desgé or
increased the year-end projected benefit obligaiyo1.8 million.

The expected return on plan assets was determasstiion historical and expected future returnkef/arious
asset classes using the target allocations deddoiflew. Each 1.0 percent increase (decreasegiaxpected rate
return assumption would have decreased or increhsenkt periodic cost for 2007 by $140 thousand.

85




Table of Contents

BancTrust Financial Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiied)

Expected
Long-Term Target
Asset Categon Return Allocation
Equity Securities 9.5% 70%
Debt Securitie: 6.C% 20%
Other 3.t% 10%

The Peoples plan’s investment policy includes adatmto diversify assets and invest in a varietgsset
classes to achieve that goal. The plan’s assetwuarently invested in a variety of funds representnost standard
equity and debt security classes. While no sigaiftchanges in the asset allocation are expectéugdihe
upcoming year, the Company may make changes airaay

In 2007, BancTrust made no contributions to theplResoplan and does not expect to make any coniitmitn
2008. Funding requirements for subsequent yearsrarertain and will depend on factors such as vérdtie plans
actuary changes any assumptions used to calcuatdynding levels, the actual return on pensi@mssets,
changes in the employee group covered by the pldraay legislative or regulatory changes affectirgsion plan
funding requirements. For financial planning, cistv management or cost reduction purposes, thegaosmmay
increase, accelerate, decrease or delay contritautoothe Peoples pension plan to the extent prdriity law.

At December 31, 2007, the Peoples pension plaxpisated to make the following benefit payments,alvhi
reflect expected future service, as approximated:

(Dollars in thousands)

2008 $ 51z
2009 $1,34:
2010 $ 89t
2011 $1,70¢
2012 $1,507
20152017 $5,18¢

ALABAMA BANK SUPPLEMENTAL PLAN- The Alabama Bank maintains an unfunded and wmeédc
Supplemental Retirement Plan (the “Supplemental”Pladhe Supplemental Plan is designed to supplémien
benefits payable under the BancTrust pension mandrtain key employees selected by the Alabanmk'Baoard
of Directors. Each participant was a participard ipension plan of another bank prior to employnhgrihe
Alabama Bank. The Supplemental Plan is designedféod the participant the same pension that wbeldeceived
under the BancTrust pension plan if the participasite given years of service credit, as if theipg@nt was
employed by the Company during his or her entirgkbey career, reduced by any benefits actually pleyto the
participant under the BancTrust pension plan aydretirement benefit payable under any plan of la@obank.
Benefits for total and permanent disability aredamented in the same manner. Because the Supphriféen is
intended to complement benefits otherwise availabtée participants, the exact amounts to be fagahy, to any
participant, cannot be determined until retirenr@rdisability. Management does not believe anyentrexpense
and liabilities associated with the SupplementahRire material.

SAVINGS AND PROFIT SHARING PLAN BancTrust maintains the BancTrust Financial @rdoc.
Employee Savings and Profit Sharing Plan. Subgecettain employment and vesting requirementBaticTrust
personnel are permitted to participate in the plameligible employee may defer up to 75% of hider pay into
the plan, subject to dollar limitations imposedidéy. The employer makes a matching contributiofolisws: $1.0(
for every $1.00 on the first 2% of employee conttibn, $0.75 per $1.00 on the next 2% of employadridution
and $0.50 per $1.00 on the next 2% of employeeribotibn. The Company may also, at its discretmmtribute to
the plan an amount based on the Company’s level of
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profitability each year. The Company made totaltdbations of $705 thousand, $1.007 million and $#iousand,
respectively, during 2007, 2006 and 2005.

DEFERRED COMPENSATION PLAN- The Company maintains a deferred compensatiam fiolr certain
executive officers and directors. The plan is desihto provide supplemental retirement benefitstéoparticipants.
Aggregate compensation expense under the plan 9dath$usand, $70 thousand, and $54 thousand foretns
ended December 31, 2007, 2006 and 2005, respgctiMet Company has purchased certain life insurgotieies
to partially fund the Company’s obligations undects deferred compensation arrangements.

The Company maintains a grantor trust to allovditsctors to defer their directors’ fees. Amourasned by
the directors are invested in the Company’s comatock. The plan does not permit diversificatioroiaécurities
other than the Company’s common stock and the atidig to the participant must be settled by thévdey of a
fixed number of shares of the Company’s commonkstdhe director is allowed to defer a portion dradlhis
director fees. At December 31, 2007 and 2006, thetgr trust held 74 thousand and 61 thousand share
respectively of the Company’s common stock. Thésees have been classified in equity as treasackstThe
related deferred compensation obligation payabt®mmon stock is also classified in equity.

Note 15. Earnings Per Share

Basic earnings per share are computed by dividatgncome by the weighted-average number of shidres
common stock outstanding during the years endeéimber 31, 2007, 2006 and 2005. Diluted earningsipare fc
the years ended December 31, 2007, 2006 and 28G®arputed by dividing net income by the weightedrage
number of shares of common stock outstanding amdiithtive effects of the shares awarded unded #83 and the
2001 Incentive Compensation Plans, assuming theisgeof all in-the-money options, based on thaswey stock
method using an average fair value of the stoclnduhe respective periods.

The following table presents the earnings per sbal@ulations for the years ended December 31,,22006
and 2005. The Company excluded from the calculaifagarnings per share 38 thousand, 3 thousané #émalisan:
for the years ended December 31, 2007, 2006 anfl, 28€pectively, because those shares were subjeptions
issued with exercise prices in excess of the aeenagrket value per share.

Net Weighted- Earnings
2001 Income Average Share per Share
(Dollars in thousands, except per share
Basic:
Income from continuing operatiol $6,18¢ 1252 $ 0.4¢
Income from discontinued operatic 0 12,52: .0C
Net income $6,18¢ 12,52 $ 0.4¢
Dilutive stock option and restricted stock she 182
Diluted:
Income from continuing operatiol $6,18¢ 12,700 $ 0.4¢
Income from discontinued operatia 0 12,70« .0C
Net income $6,18¢ 12,70¢ $ 0.4¢
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Net Weighted- Earnings
200¢ Income Average Share per Share
Basic:

Income from continuing operatiol $13,28t¢ 11,15 $ 1.1¢
Income from discontinued operatic 0 11,15 .0C
Net income $13,28¢ 11,157  $ 1.1¢
Dilutive stock option and restricted stock she 157

Diluted:

Income from continuing operatiol $13,28¢ 11,30¢ $ 1.17
Income from discontinued operatia 0 11,30¢ .0C
Net income $13,28t¢ 11,30¢ $ 1.17

Net Weighted- Earnings
200t Income Average Share per Share
Basic:

Income from continuing operatiol $13,27" 11,100 $ 1.1¢
Income from discontinued operatic 1,84: 11,10¢ A7
Net income $15,11¢ 11,10« $ 1.3¢
Dilutive stock option and restricted stock she 84

Diluted:

Income from continuing operatiol $13,27" 11,18¢ $ 1.1¢
Income from discontinued operatia 1,84: 11,18¢ A€
Net income $15,11¢ 11,18 $ 1.3

Note 16. Regulatory Matters

The Company’s principal source of funds for dividgrayments is dividends from the Banks. Dividends
payable by a bank in any year, without prior appt@f the appropriate regulatory body, are gengtatiited to the
bank’s net profits (as defined) for that year camelli with its net profits for the two preceding yedrhe dividends,
as of January 1, 2008, that the Banks could dealatkout the approval of regulators, totaled $83.&nillion.

The Banks are subject to various regulatory capggliirements administered by the federal bankgeneies.
Failure to meet minimum capital requirements catiaiie certain mandatory and possibly additionatdiétionary
actions by regulators that, if undertaken, couldeha direct material effect on the Banfsancial statements. Unc
capital adequacy guidelines and the regulatory émmark for prompt corrective action, the Banks nmset specifit
capital guidelines that involve quantitative measusf the Banks’ assets, liabilities and certafrbafance sheet
items, as calculated under regulatory accountiagtfmes. The Banks’ capital amounts and classifinatare also
subject to qualitative judgments by the regulatdosut components, risk weightings and other factors

Quantitative measures established by regulati@nsure capital adequacy require the Banks to mainta
minimum amounts and ratios of total and Tier 1 o risk-weighted assets, and of Tier 1 capdaverage
assets. Management believes, as of December 37,82@D2006, that the Banks meet all capital adgquac
requirements to which they are subject.
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As of December 31, 2007 and 2006, the most reasiftaation from the regulatory authorities cateiged the
Banks as well capitalized under the regulatory #rauork for prompt corrective action. To be categedias well
capitalized, the Banks must maintain minimum totl-based, Tier 1 risk-based and Tier 2 leveragjes as set

forth in the tables below.

The Federal Reserve System allows bank holding eorep to include trust preferred securities in Tieapita
up to a maximum of 25% of Tier 1 capital less goilicand any deferred tax liability. Under Federaderve
guidelines, all $33.0 million of trust preferredsk issued by our business trusts is included ByQbmpany in its

calculation of Tier 1 and total capital.

Actual capital amounts and ratios are presentéierable below for the Banks and on a consolidasesis for

the Company.

December 31, 200°

Total Capital (to Ris-Weighted Assets
Consolidatec
Alabama Banl
Florida Bank

Tier 1 Capital (to Ris-Weighted Assets
Consolidatec
Alabama Banl
Florida Bank

Tier 1 Capital (to Average Asse!
Consolidatec
Alabama Banl
Florida Bank

December 31, 2006

Total Capital (to Ris-Weighted Assets
Consolidatec
Alabama Banl
Florida Bank

Tier 1 Capital (to Ris-Weighted Assets
Consolidatec
Alabama Banl
Florida Bank

Tier 1 Capital (to Average Asse!
Consolidatec
Alabama Ban}
Florida Bank

89

To be Well
For Capital Capitalized Under
Adequacy Prompt Corrective
Actual Purposes Action Provisions
Amount  Ratio Amount  Ratio Amount Ratio

$196,64(
186,04:
40,99

$174,19:
167,30¢
37,27,

$174,19:
167,30!
37,27

$141,27(
93,61:
40,37¢

$127,41(
83,60
36,49:

$127,41(
83,60«
36,49

(Dollars in thousands)

10.8% $145,18t

12.1 122,73
13.€ 23,69¢
9.€%$ 72,59/
10.€ 61,36¢
12.€ 11,84
8.9%$ 78,62
9.5 70,457
11.5 13,23¢

12.8% $ 88,52!

11.5 64,12:
13.C 24,79¢
11.£% $ 44,26(
10.4 32,06:
11.¢ 12,39¢
10.(% $ 50,84

8.7 38,51
10.€ 13,45¢

8.C% N/A  N/A
8.C $153,41¢ 10.(%
8.C 29,61¢ 10.C

4.C% N/A  N/A
4.C $ 92,04¢ 6.C%
4.C 17,77 6.C

4.C% N/A  N/A
4.C $ 88,07: 5.C%
4.C 16,54¢ 5.C

8.C% N/A  N/A
8. $ 80,15 10.(%
8.C 30,99¢ 10.C

4.C% N/A N/A
4.C $ 48,09: 6.C%
4.C $ 18,59¢ 6.C%

4.C% N/A  N/A
4.C $ 48,13¢ 5.C%
4C $ 16,81¢ 5.C%
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Note 17. Fair Value of Financial Instruments

SFAS No. 107Disclosures about Fair Value of Financial Instrunenrequires disclosure of fair value
information about financial instruments, whethenot recognized in the Statement of Condition wbich it is
practicable to estimate that value. In cases wheoted market prices are not available, fair vahresbased on
estimates using present value or other valuaticinigues. Those techniques are significantly aéfétty the
assumptions used, including the discount rate atichates of future cash flows. In that regard,d@eved fair valu
estimates cannot be substantiated by comparisimdépendent markets and, in many cases, couldenadized in
immediate settlement of the instrument. The ugdiftdrent market assumptions and/or estimation wadlogies
may have a material effect on the estimated fdirevamounts. Also, the fair value estimates pregkherein are
based on pertinent information available to Managgnas of December 31, 2007 and 2006. Such ambawgsnot
been comprehensively revalued for purposes of tfiesecial statements since those dates, and farereurrent
estimates of fair value may differ significantlpfn the amounts presented herein.

The following methods and assumptions were usetié@ompany in estimating its fair value disclosuier
financial instruments:

CASH, DUE FROM BANKS AND FEDERAL FUNDS SOLDFor those short-term instruments, the carrying
amount is a reasonable estimate of fair value.

SECURITIES AVAILABLE FOR SALE Fair values for securities available for salke jatimarily based on
guoted market prices. If a quoted market priceotsavailable, fair value is estimated using magketes for similar
securities.

LOANS — For equity lines and other loans with short-tennvariable rate characteristics, the carryingigal
reduced by an estimate for credit losses inheretiitd portfolio is a reasonable estimate of falugaThe fair value
of all other loans is estimated by discountingttifigiure cash flows using interest rates curreb#ing offered for
loans with similar terms, reduced by an estimateredlit losses inherent in the portfolio. The distiorates used are
commensurate with the interest rate and prepaynsi# involved for the various types of loans.

DEPOSITS— The fair value disclosed for demand deposits, (interest- and non-interest-bearing demand,
savings and money market savings) is equal tortieuats payable on demand at the reporting date ther
carrying amounts). Fair values for certificatesleposit are estimated using a discounted cashdideulation that
applies interest rates currently being offered entificates of deposit to a schedule of aggregatedthly maturities

SHORT-TERM BORROWINGS- For these short-term liabilities, the carryimgaunt is a reasonable estimate
of fair value.

FHLB ADVANCES AND LONG-TERM DEBZ The fair value of the Company’s fixed rate barings are
estimated using discounted cash flows, based o@dhngpanys current incremental borrowing rates for simijgret:
of borrowing arrangements. The carrying amounhef@ompany’s variable rate borrowings approximttes fair
values.

COMMITMENTS TO EXTEND CREDIT AND STANDBY LETTEREREDIT — The value of these
unrecognized financial instruments is estimatec&tas the fee income associated with the commitsnghich, in
the absence of credit exposure, is consideredpmapnate their settlement value. As no significargdit exposure
exists, and because such fee income is not mateittiak Company’s financial statements at DecerBbheP007 and
2006, the fair value of these commitments is nesented.
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Many of the Company’s assets and liabilities a@tsterm financial instruments whose carrying antsun
reported in the Statement of Condition approxinfaitevalue. These items include cash and due franks,
interest-bearing bank balances, federal funds stier short-term borrowings and accrued inteestivable and
payable balances. The estimated fair values o€timapany’s remaining obalance sheet financial instruments a
December 31, 2007 and 2006 are summarized below.

2007 2006
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
(Dollars in thousands)

Financial asset:

Cash, due from banks and federal funds $ 11755¢ $ 117,55¢ $ 117,72¢ $ 117,72¢

Securities available for sa 245,87 245,87 118,49¢ 118,49¢

Loans, ne 1,608,90: 1,605,33 988,40° 983,50:
Financial liabilities:

Deposits $1,827,92° $1,831,47. $1,104,12' $1,106,18.

Shor-term borrowings 4,19¢ 4,19¢ 4,12( 4,12(

FHLB advances and lo-term debi 137,34 137,80: 95,52 95,28:

SFAS No. 107 excludes certain financial instrumamid all non-financial instruments from its discloes
requirements. The disclosures also do not incledi&in intangible assets, such as customer redtipgs, deposit
base intangibles and goodwill. Accordingly, the mggte fair value amounts presented do not représen
underlying value of the Company.

Note 18. Commitments and Contingencie

In the normal course of business, there are outsigrtommitments and contingent liabilities, sush a
commitments to extend credit, letters of credit atiters, which are not included in the consolidditegncial
statements. These financial instruments involvearying degrees, elements of credit and integgstnisk in excess
of amounts recognized in the financial statemehtsummary of these commitments and contingentlitas is
presented below.

December 31

2007 2006
(Dollars in thousands)
Standby letters of crec $ 34,447 $ 24,27
Commitments to extend cre« 266,91¢ 179,97-

The Company, as part of its ongoing operationsigisdinancial guarantees in the form of financrad a
performance standby letters of credit. Standbgistof credit are contingent commitments issuethbyCompany
generally to guarantee the performance of a custtoreethird party. A financial standby letter oédit is a
commitment by the Company to guarantee a custemepayment of an outstanding loan or financiaigatbions. Ir
a performance standby letter of credit, the Compgamrantees a customer’s performance under a ctufanon-
financial obligation for which it receives a fedhef Company has recourse against the customer yaaraount it is
required to pay to a third party under a standbgief credit. Revenues are recognized over feeofithe standby
letter of credit. The maximum potential amountwtiffe payments the Company could be required teemakler its
standby letters of credit at December 31, 2007 $84s441 million, and that sum represents the Coryipan
maximum credit risk. At December 31, 2007, the Canmyphad $344 thousand of unearned fees associéted w
standby letter of credit agreements. The Compaigshmllateral to support standby letters of credien deemed
necessary. Collateral varies
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but may include accounts receivable, inventorypprty, plant and equipment, and income-producingroercial
property.

At December 31, 2007, the Company was under cdrivdease certain bank premises and equipment. The
terms of these contracts vary and are subjectrtainechanges at renewal. Future minimum rentafgts require
under operating leases having initial or remaiming-cancelable terms in excess of one year as cérbieer 31,
2007 are summarized below.

Year Minimum Rental Payments
(Dollars in thousands)
2008 $ 52¢
2009 $ 45k
2010 $ 441
2011 $ 30¢€
2012 $ 162
After 2012 $ 1,68
Total $ 3,67¢

Rental expense under all operating leases amotm®¢b6 thousand, $380 thousand, and $322 thousand
2007, 2006 and 2005, respectively.

The Company and its Banks are the subject of clainasdisputes arising in the normal course of kassin
Management, through consultation with the Compalegal counsel, is of the opinion that these matigh not
have a material impact on the Company’s finanaaldition or results of operations.

Note 19. Non-Interest Revenue
Components of other income, charges and fees dofi@ss:

Year Ended December 31

2007 2006 2005
(Dollars in thousands)
Mortgage loan fee $2,077 $2,57/ $2,84¢
Other 2,514 2,13t 1,82(
Total $4,591 $4,70¢  $4,66¢

Note 20. Non-Interest Expense
Components of other non-interest expense are lasvial

Year Ended December 31

2007 2006 2005
(Dollars in thousands)

Advertising $ 84 $ 75 $ 58¢
Data processin 53¢ 89C 96&
Professional service 1,84z 1,917 1,37
Stationery and supplie 1,10C 96¢ 88¢
Telephone 1,13¢ 80t 813
Other 8,69¢ 6,191 6,13¢
Total $14,16¢ $11,52¢ $10,77:
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Note 21. Segment Reporting

Under SFAS No. 13Disclosure about Segments of an Enterprise andtéglaformation, certain
information is disclosed for the three reportaljjerating segments of the Company. The reportaljiesets are
determined using the internal management repostystem. They are composed of the Company’s sigmific
subsidiaries. The accounting policies for each sdrare the same as those used by the Compangaibee in
Note 1— Summary of Significant Accounting Policies. The megt results include certain overhead allocatiomt
intercompany transactions that were recorded ahattd current market prices. All intercompany $actions have
been eliminated to determine the consolidated bakrDuring 2007 the Company merged BankTrust abaina
into the Alabama Bank. All prior segment informatioas been restated to reflect this merger. Thétsefor the twe
reportable segments of the Company are includéukeifiollowing table:

2007
Alabama Florida
Bank Bank BancTrust Eliminations Consolidatec
(Dollars in thousands)
Total interest revenu $ 7953: $2572¢ $ 9%6 $ (1,329 $ 104,02
Total interest expens 35,15: 13,21¢ 3,20¢ (1,32¢) 50,24¢
Net interest revenue (expen: 44,38: 12,50¢ (3,110 0 53,78(
Provision for loan losse 7,96¢ 4,47( 0 0 12,43t
Net interest income (loss) after provision
loan losse! 36,415 8,03¢ (3,110 0 41,34¢
Total nor-interest revenu 13,08¢ 1,52¢ 9 0 14,62:
Total nor-interest expens 34,01¢ 9,687 4,067 0 A47,77:
Income (loss) before tax 15,48¢ (123 (7,169 0 8,19:
Income tax expense (benel 4,94: (18€) (2,750 0 2,007
Income (loss) from continuing operatic $ 1054 % 63 $ (441 $ 0 $ 6,18¢
Other significant items
Total asset $1,943,73"  $333,17( $323,99¢ $(360,809) $2,240,09
Total investment securitie 235,19 10,68: 0 0 245,87"
Total loans, net of unearned inco 1,359,25! 273,41 0 0 1,632,67
Investment in subsidiarie 1,62¢ 0 312,78 (313,38 1,021
Total interest revenue from custom 78,99° 24,93 94 0 104,02!
Total interest revenue from affiliat 537 78¢ 2 (1,329 0
Depreciation of premises and equipm 2,762 1,11C 0 0 3,872
Amortization of intangible asse 78€ 441 0 0 1,221
Amortization and accretion of securiti 16 70 0 0 86

93




Table of Contents

BancTrust Financial Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements — (Comtiied)

2006
Alabama Florida
Bank Bank BancTrust Eliminations Consolidatec
(Dollars in thousands)
Total interest revenu $ 62,73¢  $ 26,84« $ 48 $ (1,440 $ 88,18t¢
Total interest expens 23,95: 11,34¢ 2,06¢ (1,440 35,92:
Net interest revenue (expen: 38,78t 15,49¢ (2,01¢) 0 52,26¢
Provision for loan losse 3,34¢ 1,24¢ 0 0 4,594
Net interest income after provision for lo
losses 35,431 14,25( (2,01€) 0 47,67
Total nor-interest revenu 9,497 2,10¢ 14 0 11,62(
Total nor-interest expens 25,98 9,45¢ 4,25¢ 0 39,70:
Income (loss) before tax 18,95( 6,90( (6,267) 0 19,58¢
Income tax expense (benel 6,341 2,361 (2,41)) 0 6,30:
Income (loss) from continuing operatic $12,600 $ 453 $ (3,850 $ 0 $ 13,28¢
Other significant items
Total asset $999,08° $351,71¢ $175,16¢ $(172,569) $1,353,40
Total investment securitie 110,00: 8,491 0 0 118,49t
Total loans, net of unearned inco 719,39: 285,34 0 0 1,004,73!
Investment in subsidiarie 754 0 166,94 (166,68() 1,021
Total interest revenue from custom 61,29¢ 26,84 48 0 88,18¢
Total interest revenue from affiliat 1,44( 0 0 (1,440 0
Depreciation of premises and equipm 2,00z 93¢ 0 0 2,94(
Amortization of intangible asse 30¢ 441 0 0 74¢
Amortization and accretion of securiti 31C 20C 0 0 51C
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2005
Alabama Florida
Bank Bank BancTrust Eliminations Consolidatec
(Dollars in thousands)
Total interest revenu $ 51,39C $ 22,20¢ $ 0 $ (6949 $ 72,90¢
Total interest expens 14,18 5,79( 1,58¢ (694) 20,86
Net interest revenue (expen: 37,20¢ 16,41¢ (1,589 0 52,04«
Provision for loan losse 4,40¢ 1,32( 0 0 5,72¢
Net interest income after provision for lo
losses 32,80« 15,09¢ (1,589 0 46,31¢
Total nor-interest revenu 8,80¢ 2,16¢ 13 0 10,98"
Total nor-interest expens 25,35¢ 8,66¢ 3,23¢ 0 37,26
Income (loss) before tax 16,25¢ 8,59¢ (4,809 0 20,04«
Income tax expense (benel 5,324 3,22¢ (1,787 0 6,761
Income (loss) from continuing operatic $10,93C $ 537 $ (3,020 $ 0 $ 1327
Other significant items
Total asset $955,77° $379,47. $163,28( $(192,479 $1,306,05
Total investment securitie 120,97¢ 10,22t 1,157 0 132,35:
Total loans, net of unearned inco 666,98 326,36: 0 0 993,35!
Investment in subsidiarie 531 0 158,84 (158,82) 557
Total interest revenue from custom 50,69’ 22,20¢ 0 0 72,90¢
Total interest revenue from affiliat 693 1 0 (6949) 0
Depreciation of premises and equipm 1,89 80¢€ 0 0 2,70z
Amortization of intangible asse 30¢ 441 0 0 74¢
Amortization and accretion of securiti 282 12C 0 0 403
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Note 22. Other Comprehensive Income

Comprehensive income is the change in equity dwipgriod from transactions and other events and
circumstances from non-owner sources. In additomet income, the Company has identified chandageeto
other non-owner transactions in the consolidatatksient of shareholders’ equity and other comprgtierincome.
In the calculation of other comprehensive inconegtain reclassification adjustments are made tidadouble
counting items that are displayed as part of neirime and other comprehensive income in that periegrlier
periods. The following table reflects the reclasation amounts and the related tax effect fortkinee years ended

December 31:

Unrealized gains arising during the per
Less realized gains included in continuing operest

Net change in unrealized loss on secur

Minimum pension liability adjustmel
Other Comprehensive Incor

Unrealized losses decreasing during the pe
Less realized losses from continuing operat
Net change in unrealized loss on secur
Minimum pension liability adjustmel

Other Comprehensive Incor

Unrealized losses arising during the pel
Less realized gains from continuing operati

Net change in unrealized gain on securi
Minimum pension liability adjustmel
Other Comprehensive Incor

Note 23. Adjustment to Beginning Retained Earnings

2007
Before Tax After
Tax Amount Effect Tax Amount
(Dollars in thousands)
$ 3260 $1,22¢ 0§ 2,04C
©) @ )
3,261 1,22: 2,03¢
(141) (53) (88)
$ 3,12( $1,17(C $ 1,95C
2006
Before Tax After
Tax Amount Effect Tax Amount
$ 114 $ 43 $ 71
44 16 28
15¢€ 59 99
(291)  (109) (182)

$ (139 $(B0) $ (83

2005
Before Tax After
Tax Amount Effect Tax Amount
$ (242¢) $ (908) $ (1,520
(125 (47 (78)
(2,559 (955) (1,59¢)
(381) (149) (23¢)

$ (2939 $1,09) $ (1,830

In September 2006, the SEC issued SAB No. 108, $@dening the Effects of Prior Year misstatementgmvh
Quantifying Misstatements in Current Year Finan&tdtements.” SAB 108 provides interpretive guidaos how
the effects of prior-year uncorrected misstatemshéaild be considered when quantifying misstatesienthe
current year financial statements. SAB 108 requiegsstrants to quantify misstatements using batmeome
statement and balance sheet approach and evalbatkew either approach results in a misstatemantwhen all
relevant quantitative and qualitative factors amesidered, is material. If prior year errors thadl ibeen previously

considered immaterial now are considered mateasét on either
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approach, no restatement is required so long asgeament properly applied its previous approachadimelevant
facts and circumstances were considered. If peary are not restated, the cumulative effect adjst is recorded
in opening accumulated earnings as of the beginoiinige fiscal year of adoption. BancTrust recorttesleffects of
application of SAB No. 108 using the cumulativeeefftransition method as an adjustment to fisc@batkeginning
retained earnings. The Company had historicallypnoperly accounted for lease payments, and, t@cbthis erro
the Company decreased retained earnings by $2584hd, increased deferred tax assets by $155 thdasal
increased accrued leases payable by $413 thouSatite $413 thousand that should have been reca@sleental
expense, $392 thousand should have been recorgedis prior to 2004, $42 thousand should have bemarded
in 2004 and $9 thousand should have been recond2@05. These amounts were considered immatenedans
prior to 2006 but were considered material to 2006.

Note 24. Condensed Parent Company Financial Statemen
Condensed Statements of Condition
December 31

2007 2006
(Dollars in thousands)

ASSETS

Cash and cash equivalel $ 4600 $ 6,49¢

Investment in bank subsidiari 313,15¢ 164,10¢

Investment in nc-bank subsidiarie 0 1,81¢

Other asset 6,23¢ 2,744
Total asset $323,99¢ $175,16¢

LIABILITIES

Long-term deb $ 72,021 $ 34,02

Other liabilities 2,457 2,62¢
Total liabilities 74,47¢ 36,64¢

SHAREHOLDERY¢ EQUITY
Preferred stoc— no par value

Shares authorize— 500

Shares outstandir— none — —
Common stocl— $.01 par value

Shares authorize— 20,000

Shares issue— 17,753 in 2007 and 11,422 in 20 17¢ 114
Additional paid in capita 189,68: 80,42
Accumulated other comprehensive loss, (297) (2,24))
Deferred compensation payable in common s 1,43z 1,157
Retained earning 62,35¢ 62,63:
Unearned compensati 0 0
Treasury stock, 256 shares in 2007 and 2006, & (2,409) (2,409
Common stock held in grantor trust, 74 shares Bv2ihd 61 shares in 20 (1,432 (1,157

Total shareholde’ equity 249,52( 138,52:
Total liabilities and sharehold¢ equity $323,99¢ $175,16¢
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Condensed Statements of Income

Year Ended December 31

2007 2006 2005
(Dollars in thousands)
Cash dividends from subsidiari $4,50C $ 9,64¢ $ 5,55(
Other income 10& 13 12
Total income 4,60¢ 9,661 5,562
Interest expens— shor-term debt 0 0 8
Interest expens— long-term debt 3,20¢ 2,06¢ 1,57¢
Expense— other 1,315 1,84¢ 1,45¢
Income before undistributed income of subsidia 82 5,74¢ 2,52
Equity in undistributed income of subsidiar 6,10/ 7,537 10,75¢
Income from continuing operatiol 6,18¢ 13,28¢ 13,27
Income from discontinued operatic 0 0 1,84:
Net income $6,18¢ $13,28¢ $15,11¢
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Condensed Statements of Cash Flows

Year Ended December 31
2007 2006 2005
(Dollars in thousands)

OPERATING ACTIVITIES

Income from continuing operatiol $ 6,18¢ $13,28¢ $13,27:
Adjustments to reconcile net income to net caskigeal by operating
activities:

Equity in undistributed earnings of subsidial (6,109 (7,537 (10,759

Other, ne (2,059 49¢ (73¢)
Net cash provided by operating activities of comitig operation: (1,972) 6,247 1,78¢
INVESTING ACTIVITIES

Cash infusion to bank subsidie 0 0 (7,000

Net cash paid in acquisitic (31,799 0 0

Investment in trust preferred subsidi 0 (464) 0

Net cash used in investing activities of continuamgrations (31,797 (4649) (7,000
FINANCING ACTIVITIES

Proceeds from she¢-term borrowing 0 0 1,00(C

Repayments of sh-term borrowing 0 0 (1,000

Cash dividend (6,400 (5,55%) (5,539

Proceed from issuance of Ic-term debt 38,00( 15,46« 0

Payment of lon-term debt 0 (10,000 0

Proceeds from issuance of common st 0 0 9

Proceeds from exercise of stock optir 26E 442 79€

Net cash provided by (used in) financing activitégontinuing operation 31,86¢ 351 (4,732

CASH FLOWS FROM DISCONTINUED OPERATION

Operating activitie: 0 0 65C
Investing activities 0 0 5,86¢
Financing activitie: 0 0 0
Net cash provided by discontinued operati 0 0 6,51¢
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT (1,899 6,134 (3,429
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAF 6,49¢ 365 3,794
CASH AND CASH EQUIVALENTS AT END OF YEAF $ 460C $ 649¢ $ 36t

2007 2006 2005
(Dollars in thousands)

Cash paid for

Interest $2,52¢ $2,05C $1,57¢

Income taxes payments received, 3,24¢  2,25¢ 42z
Non-cash transaction

Dividends paid in common stoi 271 28¢ 24C

Fair value of restricted stock issu 10¢€ 1,39¢ 53C
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Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

There were no changes in or disagreements withuataots on accounting and financial disclosure.

Item 9A. Controls and Procedure

Evaluation of Disclosure Controls and Procedures

The Company’s Chief Executive Officer and Chiefdinial Officer have evaluated the effectivenesthef
Company’s disclosure controls and procedures #seoénd of the period covered by this annual report
Form 10-K. Disclosure controls are controls andeoffrocedures that are designed to ensure thatiafon
required to be disclosed in the reports filed dmsiited under the Exchange Act is recorded, prezkssummarized
and reported within the time periods specifiechi@ Securities and Exchange Commission’s (SEC) arndsorms.
Disclosure controls and procedures include, withioitation, controls and procedures designed suenthat
information required to be disclosed in the reptrtd the Company files or submits under the Exghakct is
accumulated and communicated to Management, inaduits chief executive officer and chief finanaidficer, as
appropriate, to allow timely decisions regardinguieed disclosure.

Based on their evaluation, the Company’s Chief Htee Officer and Chief Financial Officer believeet
controls and procedures in place are effectivensuee that information required to be disclosed giaes with the
SEC’s rules and forms.

Management’s Report on Internal Control over Finandal Reporting

Management of BancTrust Financial Group, Inc. spomsible for establishing and maintaining adequate
internal control over financial reporting. BancTrgsnternal control over financial reporting wasidaed under th
supervision of the Chief Executive Officer and Gliaancial Officer to provide reasonable assuraegarding the
reliability of financial reporting and the prepacat of published financial statements in accordamitke generally
accepted accounting principles.

Management assessed the effectiveness of the Cgiapaternal control over financial reporting as of
December 31, 2007. In making this assessmenteit thee criteria set forth by the Committee of Spoimg
Organizations of the Treadway Commission (COSOpternal Control-Integrated Framework

Based on its assessment, Management believesithat, December 31, 2007, BancTrust’s internal cbmtver
financial reporting is effective.

BancTrust's independent registered public accogriirm, KPMG LLP, has issued an attestation reparthe
effectiveness of BancTrust’s internal control ofieancial reporting as of December 31, 2007. Theorg which
expresses an unqualified opinion on the effectigsra# BancTrust's internal control over financigporting as of
December 31, 2007, is included on page 52 of thisual Report on Form 10-K.

W. Bibb Lamar, Jr. F. Michael Johnso
Chairman and Chief Executive Offic Chief Financial Office

Changes in Internal Controls

There were no changes in the Company’s internatabover financial reporting during the quarteded
December 31, 2007 that have materially affectedrereasonably likely to materially affect, then@pany’s
internal control over financial reporting.

Item 9B. Other Information

None
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PART IlI

Item 10. Directors and Executive Officers of the Registra

Certain information called for by Item 10 regardiBancTrust's executive officers is included on pagen
Part | of this Report on Form 10-K under the captiBxecutive Officers of the Registrant” pursuamGeneral
Instruction G. The balance of the information adifer by Item 10 is set forth in BancTrust's Prd&&tatement for
the 2007 annual meeting under the captions “VOTBELURITIES — Section 16(a) Beneficial Ownership
Reporting Compliance,” “ELECTION OF DIRECTORS” atdODE OF ETHICS” and is incorporated herein by
reference.

Item 11. Executive Compensatio

The information called for by Item 11 is set fomhBancTrust’s Proxy Statement for the 2007 anmuéting
under the caption “EXECUTIVE COMPENSATION” and ixcbrporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners atnbnagement and Related Stockholder Matt

The information called for by Item 12 is set fomhBancTrust’s Proxy Statement for the 2008 anmuéting
under the captions “VOTING SECURITIES — Security @sship of Directors, Nominees, 5% Stockholders and
Officers” and “Equity Compensation Plan Informati@md is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions

The information called for by Item 13 is set fomhBancTrust’s Proxy Statement for the 2008 anmuéting
under the caption “CERTAIN TRANSACTIONS AND MATTER®Nd is incorporated herein by reference.

Item 14. Principal Accountant Fees and Servict

The information called for by Item 14 is set fothBancTrust’'s Proxy Statement for the 2008 annuadting
under the heading “INDEPENDENT ACCOUNTANTS” andnsorporated herein by reference.
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PART IV

Item 15. Exhibits, Financial Statement Schedule

(a) 1. Financial Statements:

The following consolidated financial statementsha registrant and its subsidiaries and Reportedd#penden
Registered Public Accounting Firm are includedtémi 8 above:

Reports of Independent Registered Public Accourfing

Consolidated Statements of Condition as of Decer@beP007 and 200

Consolidated Statements of Income for the yearseimsecember 31, 2007, 2006 and 2

Consolidated Statements of Shareholders’ Equity@Gomprehensive Income for the years ended DeceB&iher
2007, 2006 and 20(

Consolidated Statements of Cash Flows for the yeaded December 31, 2007, 2006 and z

Notes to Consolidated Financial Stateme

(a) 2. Financial Statement Schedules

Financial statement schedules are omitted as tleegither not applicable or the information is @néd in the
consolidated financial statements.

(a) 3. Exhibits:

(3) Articles of Incorporation and By-Laws.

1. Amended and Restated Articles of IncorporatibBancTrust Financial Group, Inc., filed as Exhi#}.6 to
BancTrust’'s Annual Report on Form 10-K for the yeaded December 31, 2002 (No. 0-15423) are incateadr
herein by reference.

2. Amended and Restated Bylaws of BancTrust Fimd@ioup, Inc., filed as Exhibit (3).2 to the regasit's
Current Report on Form 8-K, filed on March 12, 2@QN6. 0-15423), are incorporated herein by refegenc
(4) Instruments defining the rights of security holders including indentures.

1. Amended and Restated Articles of IncorporatibBancTrust Financial Group, Inc., filed as Exhi#}.6 to
BancTrust’'s Annual Report on Form 10-K for the yeaded December 31, 2002 (No. 0-15423) are incateadr
herein by reference.

2. Second Amended and Restated Bylaws of BancFinancial Group, Inc., filed as Exhibit (3).2 teeth
registrant’s Current Report on Form 8-K, filed oedember 21, 2007 (No. 0-15423), are incorporategiméy
reference.

3. Specimen of Common Stock Certificate of Southb&ma Bancorporation, Inc., filed as Exhibit (4p4he
registrant’s annual report on 10-K for the yearezh@i996 (No. 0-15423), is incorporated herein ligremce.
(10) Material Contracts.

1. *The Bank of Mobile Retirement Plan (Restateldted September 12, 1990, filed as Exhibit (1@).&é
registrant’s annual report on Form 10-K for theryE291 (No. 0-15423), is incorporated herein bgrefice.

2. *Contracts pursuant to Supplemental Retireméant Bf The Bank of Mobile, N.A, effective January1D88,
filed as Exhibit (10).7 to the registrant’s anncggport on Form 10-K for the year 1990 (No. 0-154238¢
incorporated herein by reference.
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3. *Restated Contracts pursuant to Supplementdédaéint Plan of The Bank of Mobile, dated April 1929
filed as Exhibit (10).10 to registrant’'s Form 10fdt the year 1992 (No. 0-15423), is incorporaterkimeby
reference.

4. *First National Bank Employees’ Pension Planaaended and restated effective January 1, 1986,ds
Exhibit (10).13 to registrant’s Form 10-K for thear 1993 (No. 0-15423), is incorporated hereindfgrence.

5. South Alabama Bancorporation 1993 Incentive Gemsption Plan dated October 19, 1993 as adopted by
shareholders May 3, 1994 filed as Exhibit (10)d 8egistrant’s Form 10-K for the year 1994 (No.9%#23), is
incorporated herein by reference.

6. Lease, entered into April 17, 1995 between AtigadMeaher, Jr., Robert H. Meaher individually and
Executor of the Estate of R. Lloyd Hill, JosephMeaher and Augustine Meabher, Ill, and The Bank obhg, filed
as Exhibit (10).1 to registrant’s Form 10-Q for Pearter ended June 30, 1995 (No. 0-154i83jcorporated here
by reference.

7. Lease, entered into April 17, 1995 between Atigadvieaher, Jr. and Margaret L. Meaher, and ThekRd
Mobile, filed as Exhibit (10).2 to registrant’s Forl0-Q for the Quarter ended June 30, 1995 (N&4R3), is
incorporated herein by reference.

8. Lease, entered into April 17, 1995 between HenmiMcMahon Sellers (f/k/a Hermione McMahon
Dempsey) a widow, William Michael Sellers, marriadd Mary S. Burnett, married, and The Bank of NiHiled
as Exhibit (10).3 to registrant’s Form 10-Q for fDearter ended June 30, 1995 (No. 0-154@3jcorporated here
by reference.

9. Lease, entered into May 1, 1995 between Augeidtieaher, Jr., Robert H. Meaher individually ane&xor
of the Estate of R. Lloyd Hill, Joseph L. Meahed @&ugustine Meabher, Ill, and The Bank of Mobildedi as
Exhibit (10).4 to registrant’'s Form 10-Q for the @ter ended June 30, 1995 (No. 0-15423), is indatpd herein
by reference.

10. *Change in Control Compensation Agreement,dlateof November 14, 1995, between The Bank of
Mobile and W. Bibb Lamar, Jr., filed as Exhibit {2 to the registrant’s annual report on Form 1fdkthe year
1995 (No. 0-15423), is incorporated herein by mriee.

11. *Change in Control Compensation Agreementsyéenh The Bank of Mobile or First National Bank,
Brewton and certain officers filed as Exhibit (X% to the registrant’s annual report on Form 1®Kthe year 1995
(No. 0-15423), is incorporated herein by reference.

12. *Monroe County Bank Pension Plan as AmendedResiated January 1, 1989, filed as Exhibit (10024
the registrant’s annual report on Form 10-K forykar 1996 (No. 0-15423), is incorporated hereimdigrence.

13. *Amendment Number One to South Alabama Bancatmpn 1993 Incentive Compensation Plan, dated
May 9, 1997 filed as Exhibit (10).28 to the regsit’'s annual report on Form 10-K for the year 1997
(No. 0-15423), is incorporated herein by reference.

14. *Change in Control Compensation Agreement dagedf March 31, 1997, by and between the registran
and John B. Barnett, IlI, filed as Exhibit (10).20the registrant’s annual report on Form 10-Ktfer year 1997
(No. 0-15423), is incorporated herein by reference.

15. Ground Lease Agreement, dated March 31, 1998nH between Northside, Ltd. and the Alabama Bank,
filed as Exhibit 10.29 to the registrant’s Regittma Statement on Form S-4 filed on July 2, 1999
(No. 333-82167), is incorporated herein by refeeenc

16. *Amendment No. 2 to South Alabama Bancorporali893 Incentive Compensation Plan, filed as
Exhibit 10.30 to the registrant’s Registration 8taént on Form S-4 filed on July 2, 1999 (No. 333@), is
incorporated herein by reference.
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17. *South Alabama Bancorporation, Inc. 2001 Incen€ompensation Plan filed as Appendix B to the
registrant’s Proxy Statement on Schedule 14A filed\pril 30, 2001 (No. 0-15423), is incorporateddie by
reference.

18. Stock Purchase Agreement dated as of ApriD@5Detween the registrant and Tombigbee Bancshares
filed as Exhibit 10.1 to the registrant’s QuartdRgport on Form 10-Q for the Quarter Ended March?8D5
(No. 0-15423), is incorporated herein by reference.

19. *Form of BancTrust Financial Group, Inc., 206tentive Compensation Plan Restricted Stock Award
Agreement filed as Exhibit 10.2 to Amendment Ndo the Registrant’s Quarterly Report on Form 10e€Qktfie
Quarter Ended March 31, 2005, filed on Form 10-QMAugust 26, 2005 (No. 0-15423), is incorporatecen by
reference.

20. *Form of BancTrust Financial Group, Inc. Optidgreement — Incentive Stock Option (2001 Incentive
Compensation Plan) filed as Exhibit 10.3 to Amendhido. 1 to the Registrant’s Quarterly Report on
Form 10-Q for the Quarter Ended March 31, 2006dfibn Form 10-Q/A on August 26, 2005 (No. 0-15423),
incorporated herein by reference.

21. *Form of BancTrust Financial Group, Inc. Optidgreement — Nonqualified Supplemental Stock Option
(2001 Incentive Compensation Plan) filed as ExHibi4 to Amendment No. 1 to the Registrant’s Quireeport
on Form 10-Q for the Quarter Ended March 31, 265 on Form 10-Q/A on August 26, 2005 (No. 0-1314s
incorporated herein by reference.

22. *Change in Control Compensation Agreement dasedf December 20, 2006, between BankTrust and
Bruce C. Finley, Jr., filed as Exhibit 10.2 to Registrant’s Current Report on Form 8-K, filed oece@mber 26,
2006 (No. 0-15423), is incorporated herein by efee.

23. *Change in Control Compensation Agreement dasedf December 20, 2006, between BankTrust and
Michael D. Fitzhugh, filed as Exhibit 10.1 to Regisit's Current Report on Form 8-K, filed on Dec&mi6, 2006
(No. 0-15423), is incorporated herein by reference.

24. *Amended and Restated Deferred Stock Trust égemnt for Directors of BancTrust Financial Group. |
and its Subsidiaries, filed as Exhibit 10.26 toisggnt’'s Registration Statement on Form S-1 fdedSeptember 8,
2005 (No. 333-128183), is incorporated herein ligremce.

25. *Amended and Restated Directors Deferred Cosga@an Plan, filed as Exhibit 10.27 to registrant’s
Registration Statement on Form S-1 filed on Sep&r8b2005 (No. 333-128183), is incorporated helbgin
reference.

26. *BancTrust Financial Group, Inc. Employee Sgsiand & Profit Sharing Plan, filed as Exhibit 1ta
registrant’s Annual Report on Form 10-K for the yeaded December 31, 2005 (No. 0-15423), is incaitpd
herein by reference.

27. *Retirement Plan for Employees of South Alabd&aacorporation, Inc. filed as Exhibit 10.29 to
registrant’s Registration Statement on Form Sedfibn September 8, 2005 (No. 333-128183jjcorporated here
by reference.

28. *First Amendment to the Retirement Plan for Boypes of South Alabama Bancorporation, filed as
Exhibit 10.30 to registrant’s Annual Report on FatfiK for the year ended December 31, 2005 (No6423B), is
incorporated herein by reference.

29. *Second Amendment to the Retirement Plan fopléyees of BancTrust Financial Group, Inc., filed a
Exhibit 10.31 to registrant’s Annual Report on FatfiK for the year ended December 31, 2005 (No6423B), is
incorporated herein by reference.

30. *Third Amendment to the Retirement Plan for BEmgpes of BancTrust Financial Group, Inc., filed as
Exhibit 10.32 to registrant’s Annual Report on FatfiK for the year ended December 31, 2005 (No6423B), is
incorporated herein by reference.
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31. Agreement and Plan of Merger by and betweenPHuples BancTrust Company, Inc. and BancTrust
Financial Group, Inc. dated as of May 21, 200 %ifées Appendix A to the registrant’s Registratioat&mnent on
Form S-4 filed on July 7, 2007 (No. 333-144915norporated herein by reference.

* Indicates management contract or compensatorygslarrangement identified pursuant to Iltem 14(af3)
Form 1(-K.
(21) Subsidiaries of the registrant.

1. Subsidiaries of BancTrust Financial Group, Inc.

(23) Consents
1. Consent of KPMG LLP

(31) Rule 13(a-14(a)/15(d-14(a)Certifications

1. Certification by the Chief Executive Officer puant to Rule 13(a)-14(a)/15(d)-14(a) of the Sd¢iewgri
Exchange Act of 1934, as amended, as adopted purtsu&ection 302 of the Sarbanes-Oxley Act of 2002

2. Certification by the Chief Financial Officer puant to Rule 13(a)-14(a)/15(d)-14(a) of the Sé¢iewri
Exchange Act of 1934, as amended, as adopted purtsu&ection 302 of the Sarbanes-Oxley Act of 2002
(32) Section 1350 certifications

1. Certification by the Chief Executive Officer Buant to 18 U.S.C. Section 1350, as Adopted Putsaan
Section 906 of the Sarbanes-Oxley Act of 2002

2. Certification by the Chief Financial Officer Buant to 18 U.S.C. Section 1350, as Adopted Put$oan
Section 906 of the Sarbanes-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas

duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

Dated: March 17, 2008

BANCTRUST FINANCIAL GROUP, INC.

By: /s/ F. MICHAEL JOHNSON

F. Michael Johnson
Chief Financial Officer and Secretary

Pursuant to the requirements of the Securities &xgl Act of 1934 this report has been signed bélptie

following persons on behalf of the registrant amthie capacities and on the dates indicated.

Name

/s/ W. BiBB LAMAR, JR.

W. Bibb Lamar, Jr.

/s/ F. MICHAEL JOHNSON

F. Michael Johnson

/s/ Tracy T. CONERLY

Tracy T. Conerly

/s/ STEPHENG. CRAWFORD

Stephen G. Crawford

David C. De Laney

Robert M. Dixon, Jr.

/sl JaMES A. FAULKNER

James A. Faulkner

Broox G. Garrett, Jr.

W. Dwight Harrigan

/s/ CLIFTON C. INGE, <R.

Clifton C. Inge, Jr.

Chief Financial Officer and Secretary
(Principal financial and accounting officer)
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Title

President and CEO
(Principal executive officer)

Director

Director

Director

Director

Director

Director

Director

Director

Date

March 17, 200:

March 17, 200

March 17, 200

March 17, 200:

March 17, 200:

March 17, 200
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Name

/s/ W. BiBB LAMAR, JR.

W. Bibb Lamar, Jr.

/s/ JoHN H. LEwis, JR.

John H. Lewis, Jr.

/s/ HARRISV. MORRISSETTE

Harris V. Morrissette

/sl J. STEPHEN NELSON

J. Stephen Nelson

Paul D. Owens, Jr.

Dennis A. Wallace

Title

Director

Director

Director

Director and Chairman

Director

Director
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Date

March 17, 200:

March 17, 200

March 17, 200

March 17, 200:
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Certification of Chief Executive Officer pursuantRule 13(a)-14(a)/15(d)-14(a) of the
Securities Exchange Act of 1934, as amended, gaedipursuant to Section 302 of the
Sarbane-Oxley Act of 2002

Certification of Chief Financial Officer pursuant Rule 13(a)-14(a)/15(d)-14(a) of the
Securities Exchange Act of 1934, as amended, gaedipursuant to Section 302 of the
Sarbane-Oxley Act of 2002

Certification of the Chief Executive Officer pursudo 18 U.S.C. § 1350, as adopted
pursuant to § 906 of the Sarba-Oxley Act of 200z

Certification of the Chief Financial Officer pursuado 18 U.S.C. § 1350, as adopted
pursuant to 8§ 906 of the Sarba-Oxley Act of 200z

108

Page Nao

10¢
11C

111

112

112

114






Exhibit 21.1

Subsidiaries of BancTrust Financial Group, Inc.

(1) BankTrust, organized under the laws of the Statlalbama
(2) BankTrust, organized under the laws of the Statelaida

(3) BancTrust Financial Services, Inc., organized unkiedaws of the State of Alabar
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Exhibit 23.1

Consent of Independent Registered Public Accountingirm

The Board of Directors
BancTrust Financial Group, Inc.

We consent to the incorporation by reference inRbgistration Statements (Nos. 333-71910, 333-87659
333-76575, 333-106621, and 333-143806) on FormaB8e3No. 333-115129) on Form S-3 of BancTrust Firen
Group, Inc. of our reports dated March 17, 2008hweéspect to the (i) consolidated statements oélitimn of
BancTrust Financial Group, Inc. and subsidiaribe Eompany) as of December 31, 2007 and 2006 haenctlated
consolidated statements of income, shareholdetstyegnd comprehensive income, and cash flowsdohef the
years in the thre-year period ended December 31, 2007, and (iipffextiveness of internal control over financial
reporting as of December 31, 2007, which reporpeapin the December 31, 2007 Annual Report on FdiK of
the Company.

Our report on the Company’s consolidated finansiatements refers to the Company’s changes in atogu
for uncertainties in income taxes during 2007 acwbanting for share-based payment, evaluating year
misstatements, and accounting for defined benefisipn plans during 2006.

Our report on the effectiveness of internal contnadr financial reporting as of December 31, 2087tains an
explanatory paragraph that states management extReoples Bank & Trust Company, Inc.’s (Peopleteynal
control over financial reporting from its assesstradrthe effectiveness of the Company’s internadtoml over
financial reporting. Our audit of internal contmler financial reporting of the Company also exeldi@dn evaluatio
of the internal control over financial reportingéoples.

/sl KPMG
Birmingham, Alabama

March 17, 2008
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Exhibit 31.1

Certification by the Chief Executive Officer Pursuant to
Section 302 of the Sarbane®xley Act of 2002

I, W. Bibb Lamar, Jr., certify that:

1. I have reviewed this report on Form 10-K of Banust Financial Group, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or don#ttate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floithe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Acté&dul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores
be designed under our supervision, to ensure thtgnal information relating to the registrant, lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over firiah
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentiisin
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHegthe
period covered by this report based on such evahjand

d) Disclosed in this report any change in the tegid’s internal control over financial reportirtat
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quartettie case of an
annual report) that has materially affected, oe#@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatioernal
control over financial reporting, to the registrarguditors and the audit committee of the regigisaboard of
directors (or persons performing the equivalentfiams):

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

b) Any fraud, whether or not material, that invadweanagement or other employees who have a sigmni
role in the registrant’s internal control over fircéal reporting.

/s/ W. Bibb Lamatr, Ji

W. Bibb Lamar, Jr.
President and Chief Executive Officer

Date: March 17, 2008
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Exhibit 31.2

Certification by the Chief Financial Officer Pursuant to
Section 302 of the Sarbane®xley Act of 2002

I, F. Michael Johnson, certify that:
1. I have reviewed this report on Form 10-K of Banst Financial Group, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or don#ttate a
material fact necessary to make the statements,rimalight of the circumstances under which sueteshents were
made, not misleading with respect to the perioccoad by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport,
fairly present in all material respects the finahcondition, results of operations and cash floivhe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitgs 13a-15(e) and 15d-15(e)) and internal cbotrer
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaores
be designed under our supervision, to ensure thtgnal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in
which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over firiah
reporting to be designed under our supervisiopytwide reasonable assurance regarding the rétjabil
financial reporting and the preparation of finahstatements for external purposes in accordantegeinerall
accepted accounting principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisin
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHegthe
period covered by this report based on such evahjand

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quartettie case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the regastt’s internal
control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

a) All significant deficiencies and material weagses in the design or operation of internal cortver
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to reggutbcess,
summarize and report financial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmi
role in the registrant’s internal control over fircéal reporting.

/s! F. Michael Johnsc

F. Michael Johnson
Chief Financial Officer

Date: March 17, 2008
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Exhibit 32.1

Certification by the Chief Executive Officer Pursuant to 18 U. S. C. Section 1350, as Adopted
Pursuant to Section 906 of the Sarbane®xley Act of 2002

Pursuant to 18 U.S. C. Section 1350, I, W. Bibb bandr., hereby certify that, to the best of mywleulge, the
Annual Report on Form 10-K of BancTrust Financiab@, Inc. for the fiscal year ended December 8D,/Xthe
“Report”) fully complies with the requirements oé&ion 13(a) or Section 15(d) of the Securitiestaxge Act of
1934, and that the information contained in thedRefairly presents, in all material respects, financial condition
and results of operations of BancTrust Financiaupr Inc.

/s/ W. Bibb Lamatr, Ji

W. Bibb Lamar, Jr.
President and Chief Executive Officer

March 17, 2008

This certification accompanies this Report on FAG¥K pursuant to Section 906 of the Sarbanes-Okteyof
2002 and shall not, except to the extent requisesidch Act, be deemed filed by the Company for pses of
Section 18 of the Securities Exchange Act of 1834amended (the “Exchange Act”). Such certificatidhnot be
deemed to be incorporated by reference into amgfiinder the Securities Act of 1933, as amendetheo
Exchange Act, except to the extent that the Compaeygifically incorporates it by reference.
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Exhibit 32.2

Certification by the Chief Financial Officer Pursuant to 18 U. S. C. Section 1350, as Adopted
Pursuant to Section 906 of the Sarbane®xley Act of 2002

Pursuant to 18 U.S. C. Section 1350, I, F. Miclaéinson, hereby certify that, to the best of mywkedge, the
Annual Report on Form 10-K of BancTrust Financiab@, Inc. for the fiscal year ended December 8D,/Xthe
“Report”) fully complies with the requirements oé&ion 13(a) or Section 15(d) of the Securitiestaxmge Act of
1934, and that the information contained in thedRefairly presents, in all material respects, financial condition
and results of operations of BancTrust Financiaupr Inc.

/s/ F. Michael Johnsc

F. Michael Johnson
Chief Financial Officer

March 17, 2008

This certification accompanies this Report on FAG¥K pursuant to Section 906 of the Sarbanes-Okteyof
2002 and shall not, except to the extent requisesidch Act, be deemed filed by the Company for pses of
Section 18 of the Securities Exchange Act of 1834amended (the “Exchange Act”). Such certificatidhnot be
deemed to be incorporated by reference into amgfiinder the Securities Act of 1933, as amendetheo
Exchange Act, except to the extent that the Compaeygifically incorporates it by reference.
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