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PART I. FINANCIAL INFORMATION
BANCTRUST FINANCIAL GROUP, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COND ITION

(Dollars and shares in thousands, except per simoeints) September 30, 2008 December 31, 2007
ASSETS

Cash and Due from Banks $ 48,281 $ 58,16¢
Federal Funds Sold 46,00( 59,40(

Total Cash and Cash Equivalents 94,281 117,56¢
Interest-Bearing Deposits in Other Financial lnsititns 5,357 11,21¢
Securities Available for Sale, at Fair Value 215,12¢ 245,871

Loans Held for Sale 1,60¢ 3,631

Loans and Leases 1,520,09¢ 1,629,04!



Allowance for Loan and Lease Losses (25,11¢) (23,775

Loans and Leases, Net 1,494,98( 1,605,27(
Premises and Equipment, Net 83,86¢ 88,33¢
Accrued Income Receivable 8,311 12,481
Goodwill 97,50¢ 95,64
Other Intangible Assets 10,25¢ 12,97¢
Cash Surrender Value of Life Insurance 15,60¢ 15,10¢
Other Real Estate Owned 46,72z 14,52¢
Other Assets 15,26¢ 17,46¢
Total Assets $ 2,088,88¢ $ 2,240,009«
LIABILITIES

Non-Interest-Bearing Demand Deposits $ 223,05( $ 242,24
Interest-Bearing Demand Deposits 518,79( 629,22(
Savings Deposits 111,99:¢ 105,16¢
Large Denomination Time Deposits (of $100 or more) 393,52¢ 426,26
Other Time Deposits 439,75k 425,03¢
Total Deposits 1,687,11¢ 1,827,92°
Short-Term Borrowings 959 4,19¢
Federal Home Loan Bank Advances and Long-Term Debt 134,47: 137,341
Other Liabilities 19,84¢ 21,10¢
Total Liabilities 1,842,39¢ 1,990,57:

SHAREHOLDERS' EQUITY

Preferred Stock - No Par Value, 500 Shares Autbdrikone

Outstanding - -
Common Stock - Par Value $0.01 Per Share, 50,086eSh

Authorized, Shares Issued: 2008-17,803; 2007-17,753 178 178
Additional Paid in Capital 190,34¢ 189,68:
Accumulated Other Comprehensive Loss, Net (1,701) (291)
Deferred Compensation Payable in Common Stock 1,62C 1,432
Retained Earnings 60,07¢ 62,35¢
Treasury Stock of 256 Shares in 2008 and 2007pst C (2,40¢) (2,40¢)
Common Stock Held in Grantor Trust, 94 Shares ©828nd 74

Shares in 2007 (1,620) (1,432)
Total Shareholders' Equity 246,49 249,52(
Total Liabilities and Shareholders' Equity $ 2,088,88¢ $ 2,240,09:

(See accompanying notes to unaudited condensedlated financial statements.)
BANCTRUST FINANCIAL GROUP, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS

(Dollars and shares in thousands, except per simoeints)
Three Months Ended September

200¢€ 2007

Interest Revenue:
Loans and Leases $22,38¢ $20,77¢
Securities Available for Sale: Taxable 2,441 978
Non-Taxable 361 423
Other 80 667

Total Interest Revenue 25,26¢ 22,842



Interest Expense:

Deposits 9,164 9,597
Short-Term Borrowings 24 19
FHLB Advances and Long-Term Debt 1,71C 1,19¢
Total Interest Expense 10,89¢ 10,811
Net Interest Revenue 14,36¢ 12,031
Provision for Loan Losses 1,862 1,167
Net Interest Revenue after Provision for Loan Lesse 12,50¢ 10,86¢

Non-Interest Revenue:

Service Charges on Deposit Accounts 2,80z 1,501
Trust Income 1,01¢ 611
Securities Gains 3 -
(Losses) Gains on Other Real Estate, Net (1,709 8
Other Income 1,764 1,114
Total Non-Interest Revenue 3,87¢ 3,234

Non-Interest Expense:

Salaries 5,907 3,85t
Pensions and Employee Benefits 1,71¢ 1,62&
Net Occupancy Expense 1,812 948
Furniture and Equipment Expense 1,18¢€ 932
Intangible Amortization 949 187
Other Expense 4,624 3,26¢
Total Non-Interest Expense 16,197 10,81z
Income Before Income Taxes 186 3,28¢
Income Tax (Benefit) Expense (37) 927
Net Income $22¢ $ 2,35¢
Basic Earnings Per Share $0.01 $0.21
Diluted Earnings Per Share $0.01 $0.21
Weighted-Average Shares Outstanding - Basic 17,54¢ 11,20C
Weighted-Average Shares Outstanding - Diluted 17,721 11,37C

(See accompanying notes to unaudited condensedlated financial statements.)

BANCTRUST FINANCIAL GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS

(Dollars and shares in thousands, except per stmaoeints)
Nine Months Ended September

200¢8 2007
Interest Revenue:
Loans and Leases $74,50¢ $62,60¢
Securities Available for Sale: Taxable 7,58¢ 2,781
Non-Taxable 1,145 1,31¢
Other 642 3,807
Total Interest Revenue 83,88~ 70,517
Interest Expense:
Deposits 31,15¢ 30,172
Short-Term Borrowings 64 64

FHLB Advances and Long-Term Debt 5,27¢ 3,96¢



Total Interest Expense 36,491 34,201

Net Interest Revenue 47,391 36,311
Provision for Loan Losses 7,174 4,88¢€
Net Interest Revenue after Provision for Loan Lesse 40,217 31,42¢

Non-Interest Revenue:

Service Charges on Deposit Accounts 8,37z 4,17¢€
Trust Income 3,01¢ 2,084
Securities Gains 51 -
(Losses) Gains on Other Real Estate, Net (1,709 39
Gain on Sale of Derivative 1,11¢ -
Other Income 4,957 3,10¢
Total Non-Interest Revenue 15,80« 9,40¢

Non-Interest Expense:

Salaries 17,732 11,541
Pensions and Employee Benefits 5,943 5,27€
Net Occupancy Expense 5,45¢€ 2,701
Furniture and Equipment Expense 3,681 2,543
Intangible Amortization 2,721 561
Other Expense 13,78¢ 9,80C
Total Non-Interest Expense 49,31¢ 32,42%
Income Before Income Taxes 6,702 8,411
Income Tax Expense 1,954 2,34E
Net Income $4,74¢ $ 6,06¢
Basic Earnings Per Share $0.27 $0.54
Diluted Earnings Per Share $0.27 $ 0.5
Weighted-Average Shares Outstanding - Basic 17,53¢ 11,19C
Weighted-Average Shares Outstanding - Diluted 17,68¢ 11,381

(See accompanying notes to unaudited condensedlimtated financial statements.)

BANCTRUST FINANCIAL GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF SHAR EHOLDERS' EQUITY AND COMPREHENSIVE
INCOME

For the Nine Months Ended September 30, 2008 and @D

(Dollars and shares in thousands, except per stmaoeints)

Accumulatet Deferrec Commor
Commor Commor Other Compre-  Compensatio Stock Helc
Stock Share Stock Additional Paid ir hensiveLoss, Payable it Retainec  Treasuny in Grantol
Issuec  Amount Capital Net  Common Stoc Earnings Stock Trust Total
Balance, January 1, 2008 17,75¢ $178 $189,68: $(291) $1,43: $62,35¢  $(2,408  $(1,432, $249,52(
Comprehensive income:
Net income 4,74¢ 4,74¢
Recognized net periodic pension benefit
cost 94 94
Change in fair value of securities
available for sale, net of taxes (1,504) (1,504)
Total comprehensive income 3,33¢

Adjustment to reflect adoption of EITF
06-4 (156) (156)



Dividends ($0.39 per share)

(6,876) (6,87€)
Purchase of deferred compensation
shares 252 (252)
Deferred compensation paid in common
stock held in grantor trust (64) 64
Shares issued under dividend
reinvestment plan 27 266 266
Stock compensation expense 400 400
Restricted stock fully vested 23
Balance, September 30, 2008 17,80¢ $17¢8 $190,34¢ $(1,701 $1,62( $60,07¢  $(2,408  $(1,620] $246,49:
Balance, January 1, 2007 11,422 $114 $80,42¢ $(2,241 $1,157  $62,63° $(2,408] $(1,157 $138,52:
Comprehensive income:
Net income 6,06€ 6,06€
Recognized net periodic pension benefit
cost 78 78
Change in fair value of securities
available for sale, net of taxes 389 389
Total comprehensive income 6,532
Adjustment to reflect change in
accounting for tax benefits (FIN 48) 91 91
Dividends ($0.39 per share) (4,403) (4,402)
Purchase of deferred compensation
shares 261 (261)
Deferred compensation paid in common
stock held in grantor trust (21) 21
Shares issued under dividend
reinvestment plan 10 220 220
Stock compensation expense 491 491
Common stock options exercised 24 1 264 265
Balance, September 30, 2007 11.45¢ $115 $81,40( $1.774 $1,397 $64,387 $(2.408  $(1.397 $141,72(

(See accompanying notes to unaudited condensedlimtated financial statements.)
BANCTRUST FINANCIAL GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended September 30,

(Dollars in thousands) 2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $4,74¢ $6,06¢€

Adjustments to reconcile net income to net cashigesl by operating activities:

Depreciation of premises and equipment 4,45¢ 2,53¢

Amortization and accretion of premiums and disceunét (850) 112

Amortization of intangible assets 2,721 561

Provision for loan losses 7,174 4,88¢

Securities gains (51) -

Loss (gain) on sale of other real estate owned 1,70¢ (39)
Gain on sale of other loans originated for sale (586) (1,04¢€)
Gain on Sale of Derivative (1,115) -

Stock compensation expense 400 491

Increase in cash surrender value of life insurance (503) (202)
Changes in operating assets and liabilities:

Loans originated for sale (58,502) (112,627)
Loans sold 61,111 116,16«

Decrease in accrued income receivable 4,17C 145

Decrease (increase) in other assets 177 (2,625)
(Decrease) increase in other liabilities (466) 1,52t

Net cash provided by operating activities 24,59¢ 15,95¢

CASH FLOWS FROM INVESTING ACTIVITIES



Net decrease (increase) in interest-bearing depiosdther financial institutions 5,85¢ (9,872)

Net decrease (increase) in loans and leases 65,12¢ (24,617)
Proceeds from sales of other real estate owned, net 5,92t 420
Proceeds from sales of premises and equipment 4,81¢€ -
Purchases of premises and equipment (4,80¢9) (4,852)
Proceeds from sales of securities available f& sal 16,18( -
Proceeds from maturities of securities availablestde 98,05¢ 13,051
Purchases of securities available for sale (85,507) (8,231)
Net cash provided by (used in) investing activities 105,651 (34,107)
CASH FLOWS FROM FINANCING ACTIVITIES
Net decrease in deposits (140,764) (5,85¢)
Net increase in short-term borrowings (3,23¢9) (595)
Proceeds from FHLB advances and long-term debt 94,69¢ -
Payments of FHLB advances and long-term debt (97,61¢) (20,000)
Proceeds from exercise of common stock options - 265
Dividends paid (6,610) (4,18%)
Net cash used in by financing activities (153,537) (30,371)
NET DECREASE IN CASH AND CASH EQUIVALENTS (23,28¢E) (48,517)
Cash and cash equivalents at beginning of period 117,56¢ 117,72¢
Cash and cash equivalents at end of period $94,281 $69,211
Supplemental disclosures of cash flow information:

Interest paid $38,43! $33,45¢

Income taxes paid, net 448 5,90t
Supplemental schedule of non-cash investing arahéiimg activity

Dividends paid in common stock 266 220

Loans transferred to other real estate owned 39,71: 3,927

Adoption of EITF 06-4 156 -

(See accompanying notes to unaudited condensedlimtated financial statements.)
BANCTRUST FINANCIAL GROUP, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2008 AND 2007
Note A: General Information

The accompanying unaudited condensed consolidataddal statements of BancTrust Financial Groag, hnd its subsidiary bank (refer
to collectively in this discussion as "BancTrustfie Company,” "our,” "us" or "we") have been pneghin accordance with U.S. gener
accepted accounting principles and with the insibas to Form 10-Q and Rule 10-01 of RegulatioX.SAccordingly, they do not include
of the information and footnotes required by acdmgnprinciples generally accepted in the Unitedt& of America for complete financ
statements. The information furnished reflectsadiustments and consolidating entries, consistingoomal and recurring accruals, whict
the opinion of management of the Company ("Managethare necessary for a fair presentation of #ealts for the interim periods. Res
for interim periods may not necessarily be indigatof results to be expected for the year. Fohimrtinformation, refer to the consolida
financial statements and notes thereto includébdeénCompany's report on Form 10-K for the year dridecember 31, 2007.

Estimates

In preparing the consolidated financial statemevianagement is required to make estimates and gdmunms that affect the reported amot
of assets and liabilities as of the date of théestant of condition and revenues and expensesh®mperiod. Actual results could dif
significantly from those estimates. Material estiesathat are particularly susceptible to significahange in the nederm relate to tr
determination of the allowance for loan losses Mileation of real estate acquired in connectiott fioreclosures or in satisfaction of loans
the fair value of goodwill.

A substantial portion of the Company's loans areusssl by real estate in the Southern tipds of Alabama and Northwest Flori
Accordingly, the ultimate collectibility of a sulasttial portion of the Company's loan portfolio issseptible to changes in market conditior
these areas. Management believes that the allowiant@sses on loans is adequate. While Managenmssg available information to recogr
losses on loans, future additions to the allowaneg be necessary based on changes in economicioosdin addition, various regulatc
agencies, as an integral part of their examinagimtess, periodically review the Company's alloveafar loan losses. Such agencies
require the Company to make changes to the allosvdrased on their judgment about information avilab them at the time of th
examination



The Company tests its goodwill for impairment using methods, one based on the price as a multiptangible equity capital that simi
banking companies have sold for and one basedsmouwlited cash flow models with estimated cash floased on internal forecasts of
income. The Company completed its annual test oflgill for impairment as of September 30, 2008. Tésults of this test indicated that n
of the Company's goodwill was impaired; howevee, ¢éxcess of the fair value over the carrying valeereased from the previous assess
due to the decline in the Company's stock price eswhomic conditions prevalent in the Company'sketar If the Company's stock pr
continues to decline, if the Company does not predanticipated cash flows, or if similar bankingnganies begin selling at significar
lower prices than in the past, the Company's golbdvely be impaired in the future.

Reclassifications

Certain reclassifications of 2007 balances hava bbegde to conform to classifications used in 2a0fese reclassifications did not change
shareholders' equity or net income.

Note B: Recent Accounting Pronouncements

In September 2006, the Financial Accounting Stadel&oard ("FASB") ratified Emerging Issues Taskdeof'EITF") Issue No. 06-4,
Accounting for Deferred Compensation and Postretirement Benefit Aspects of Endorsement Split-Dollar Life Insurance Arrangements. EITF
Issue No. 06-4 addresses accounting for split-dbf&ainsurance arrangements after the employectmses a life insurance policy on the
covered employee. This Issue states that an dioligarises as a result of a substantive agreemigmein employee to provide future
postretirement benefits. Under EITF Issue No. Qi obligation is not settled upon entering iatoinsurance arrangement. Since the
obligation is not settled, a liability should beognized in accordance with applicable authorigajuidance. The Company adopted EITF
Issue No. 06-4 in the first quarter of 2008. Timpact of the implementation of EITF Issue No.D®&as a reduction in retained earnings an
increase in other liabilities of $156 thousand. €Ffect on net income subsequent to adoption wasaiterial.

In December 2007, the FASB issued Statement ofn€inhAccounting Standards ("SFAS") No. 14Brisiness Combinations ("SFAS No.
141R"). SFAS No. 141(R) will significantly changevh entities apply the acquisition method to businesmbinations. The most significant
changes affecting how the Company will accounbiasiness combinations under this Statement inclingeacquisition date will be date the
acquirer obtains control; all (and only) identifialassets acquired, liabilities assumed, and ndnaiting interests in the acquiree will be stated
at fair value on the acquisition date; assetsatillties arising from noncontractual contingencig be measured at their acquisition date fair
value only if it is more likely than not that theyeet the definition of an asset or liability on #egjuisition date; adjustments subsequently r

to the provisional amounts recorded on the acdoisidate will be made retroactively during a measwent period not to exceed one year;
acquisition-related restructuring costs that domeet the criteria in SFAS No. 14&ccounting for Costs Associated with Exit or Disposal
Activities, will be expensed as incurred; transaction codtde expensed as incurred; reversals of defdmedme tax valuation allowances
and income tax contingencies will be recognizeddamings subsequent to the measurement periodharadlowance for loan losses of an
acquiree will not be permitted to be recognizedh®yacquirer. Additionally, SFAS No. 141(R) willpg@re new and modified disclosures
surrounding subsequent changes to acquisitionegtladntingencies, contingent consideration, nomodimy interests, acquisition-related
transaction costs, fair values and cash flows rpéeted to be collected for acquired loans, andrdranced goodwill rollforward. The
Company will be required to prospectively apply SFNo. 141(R) to all business combinations completedr after January 1, 2009. Early
adoption is not permitted. For business combinatiarwhich the acquisition date was before thectiffe date, the provisions of SFAS No. 141
(R) will apply to the subsequent accounting foredlefd income tax valuation allowances and income&oatingencies and will require any
changes in those amounts to be recorded in earrifeyzagement is currently evaluating the effecés 8FAS 141(R) will have on the financ
condition, results of operations, liquidity, ane ttisclosures that will be presented in the codatdid financial statements.

In November 2007, the SEC issued Staff Accountiniein No. 109,Written Loan Commitments Recorded at Fair Value Through Earnings
("SAB No. 109"). SAB No. 109 rescinds SAB No. 10ashibition on inclusion of expected net futursitdlows related to loan servicing
activities in the fair value measurement of a writtoan commitment. SAB No. 109 is effective praspely for derivative loan commitments
issued or modified in fiscal quarters beginningafecember 15, 2007. The Company adopted thegiomgi of SAB No. 109 in the first
guarter of 2008. The adoption of SAB No. 109 did Imve a material impact on the results of openatiar financial condition of the Compal

In February 2007, the FASB issued SFAS No. I%@,Fair Value Option for Financial Assets and Financial Liabilities - Including an
Amendment SFASNo. 115 ("SFAS No. 159"), which permits an entity to chotseneasure many financial instruments and ced#iar items
at fair value. Most of the provisions in SFAS N&9lare elective; however, the amendment to FASB®Siant No. 115Accounting for Certain
Investments in Debt and Equity Securities, applies to all entities with available-for-saledarading securities. The fair value option estdiad
by SFAS No. 159 permits all entities to choose &agure eligible items at fair value at specifiezttbn dates. A business entity will report
unrealized gains and losses on items for whicHaheralue option has been elected in earningsufother performance indicator if the busit
entity does not report earnings) at each subsegapatting date. The fair value option: (a) mayapelied instrument by instrument, with a f
exceptions, such as investments otherwise accofmtdyy the equity method; (b) is irrevocable (3@ new election date occurs); and (c) is
applied only to entire instruments and not to poiti of instruments. The Company adopted the nartredeprovisions of SFAS No. 159 in the
first quarter of 2008. The impact was not matexahe Company's financial condition or result®pérations. No assets or liabilities were
selected for fair value measurement under SFAS 159.

In December 2007, the FASB issued SFAS No. Nadicontrolling Interests in Consolidated Financial Statements - An Amendment of ARB No.
51. SFAS No. 160 requires noncontrolling interestsedreated as a separate component of equity, reotiaiility or other item outside of
equity. Disclosure requirements include the disgifiet income and comprehensive income for baghctintrolling and noncontrollin



interests and a separate schedule that showsféutsadf any transactions with the noncontrollintgrests on the equity attributable to the
controlling interest. The provisions of this statthare effective for fiscal years beginning aecember 15, 2008. This statement will be
applied prospectively except for the presentatiwh disclosure requirements which are to be appéedspectively for all periods presented.
Management is currently evaluating this statemadtits effect on the consolidated financial statets®f the Company.

In March 2008, the FASB issued SFAS No. 1Bilsclosures about Derivative Instruments and Hedging Activities. SFAS No. 161, which
amends SFAS No. 133ccounting for Derivative Instruments and Hedging Activities, requires companies with derivative instruments to
disclose information about how and why a compargswerivative instruments, how derivative instruteemnd related hedged items are
accounted for under SFAS 133, and how derivatiggriments and related hedged items affect a congfingncial position, financial
performance and cash flows. The required disclasingude the fair value of derivative instrumeaisl their gains or losses in tabular format,
information about credit-risk-related contingerdtigres in derivative agreements, counterparty tristti, and the Company's strategies and
objectives for using derivative instruments. Thaament expands the current disclosure framewn8HAS No. 133. SFAS No. 161 is
effective prospectively for periods beginning oraéter November 15, 2008. Management does not ¢xipe@doption of SFAS No. 161 to
have an impact on the consolidated financial statemof the Company.

In April 2008, the FASB issued FASB Staff PositidRSP") No. SFAS 142-Determination of the Useful Life of Intangible Assets . This FSP
amends the factors that should be considered ielowng renewal or extension assumptions usedtermée the useful life of a recognized
intangible asset under SFAS No. 1&odwill and Other Intangible Assets (SFAS No. 142). This FSP applies to all intangémdsets, whether
acquired in a business combination or otherwisestuadl be effective for financial statements isstediscal years beginning after

December 15, 2008, and interim periods within tHgszal years and applied prospectively to intatedssets acquired after the effective date.
Early adoption is prohibited. The Company will atdtpe provisions of FSP No. SFAS 142-3 in the fiygarter of 2009, as required, but does
not expect the impact to be material to the Comjsdimyancial condition or results of operations.

In May 2008, the FASB issued FSP APB 14Adgounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion
(Including Partial Cash Settlement) . This FSP specifies that issuers of such instrasngmould separately account for the liability aodity
components in a manner that will reflect the efgtitponconvertible debt borrowing rate when inteiestcognized in subsequent periods. This
FSP is effective for fiscal years beginning aftecBmber 15, 2008. Management does not expect tpian of FSP APB 14-1 to have an
impact on the consolidated financial statementh®fCompany.

In June 2008, the FASB issued FSP EITF 03-Betermining Whether | nstruments Granted in Share-Based Payment Transactions Are
Participating Securities. This FSP addresses whether such instrumentsagtieipating securities prior to vesting and, ttiere, need to be
included in the EPS calculation under the two-ctasthod described in paragraphs 60 and 61 of SFAS RB,Earnings per Share . This FSP
is effective for fiscal years beginning after Detemn15, 2008. Management does not expect the aoptiFSP EITF 03-8-to have an impa
on the consolidated financial statements of the aomy.

In October 2008, the FASB issued FSP No. 15D&ermining the Fair Value of a Financial Asset When the Market for That Asset |'s Not
Active . This FSP clarifies the application of SFAS No7 15 a market that is not active and applies tarfirial assets within the scope of
accounting pronouncements that require or perrtivédue measurements in accordance with Statefrf&ntThis FSP also provides an
example to illustrate key considerations in deteing the fair value of a financial asset when ttekat for that financial asset is not active.
This FSP was effective upon issuance on Octobe?d@8 and includes periods for which financialestants have not yet been issued. The
adoption of FSP No. 157-3 did not have a matemiglact on the consolidated financial statemente®fompany.

Note C: Change in Allowance for Losses on Loans ariceases and Non-Performing Loans

The changes in the allowance for losses on loaddemses for the three- and nine-month periodsce8éptember 30, 2008 and 2007 are
summarized as follows:

Three Months Ended
September 30, 20t September 30, 20!

(in thousands)

Balance at beginning of period $24,64: $19,25¢
Allowance allocated to sold loans (345) -
Provision charged to operating expense 1,863 1,167
Loans charged-off (1,384) (912)
Recoveries 340 56
Balance at end of period $25,11¢ $19,57(

Nine Months Ended




September 30, 20t September 30, 20!

(in thousands)

Balance at beginning of period $23,77¢ $16,32¢
Allowance allocated to sold loans (345) -
Provision charged to operating expense 7,174 4,88¢€
Loans charged-off (6,49¢) (2,382)
Recoveries 1,01C 738
Balance at end of period $25,11¢ $19,57(

At September 30, 2008 and December 31, 2007, nonsaidoans totaled $69.884 million and $36.001iam| respectively. The amount of
interest income that would have been recorded dutia first nine months of 2008, if these non-aattoans had been current in accordance
with their original terms, was $4.166 million. Tamount of interest income actually recognized @séhoans during the first nine months of
2008 was $1.868 million.

At September 30, 2008 and December 31, 2007, toeded investments in loans that were considerée impaired under SFAS No. 114, all
of which were on non-accrual, were $66.617 millzom $34.438 million, respectively. Included in thmount is $14.845 million at September
30, 2008 and $15.926 million at December 31, 2(0impaired loans for which the related allowanceléan losses was $4.471 million at
September 30, 2008 and $1.844 million at DecembeP307. The amount of impaired loans that didhaste specific allowances for loan
losses was $51.772 million at September 30, 2008548.512 million at December 31, 2007.

The Company continues to see a severe downtutreiretal estate market primarily in the coastal m@rif northwest Florida, and this has led
to a significant increase in defaults by borrowaard a reduction in the value of real estate seraggollateral for some of the Company's lo

As of September 30, 2008, the ratio of non-perfagrassets to total loans and other real estatedwas 7.43%, which exceeds the 5.00%
allowed by the Loan Agreement governing the $38ionilloan from Silverton Bank (formerly The Bank&ank, N.A.). The stock of our
subsidiary bank is pledged as collateral for thal Silverton Bank has granted a waiver of thadireof the loan covenant regarding non-
performing assets. This waiver only applies todbeenant breach as of September 30, 2008, andttia¢icn will be reviewed again as of
December 31, 2008. If the Company remains in bre&this covenant and is unable to obtain a wabreamendment of the loan agreement,
Silverton Bank would have the right to give notafedefault. If the Company is unable to cure thtadk within ninety days of notice, then
Silverton Bank would have the right to declare ¢éhére balance of the loan due and payable, whicidchave a material adverse effect on the
Company's liquidity and ability to pay dividendsaiWagement intends to continue to vigorously pusstaorable resolution to this issue.

Note D: Retirement Plans

Three Months Ended
September 30, 20t  September 30, 20!

(in thousands)

Service cost $ 334 $ 14:
Interest cost 427 176
Expected return on plan assets (491) (208)
Amortization of prior service cost (3) 2
Amortization of net loss 62 40
Net periodic pension cost $329 $153

Nine Months Ended
September 30, 20t  September 30, 20!

(in thousands)

Service cost $1,00: $ 42¢
Interest cost 1,281 528
Expected return on plan assets (1,479) (624)
Amortization of prior service cost (20) 6
Amortization of net loss 186 120

Net periodic pension cost $£87 $459



BancTrust previously disclosed, in its annual rémor Form 10K for the year ended December 31, 2007 that it ebgoeto, and presen
anticipates that it will, contribute $1.0 millioo fts pension plan in 2008, of which $732 thous®asd contributed in the first nine month:s
2008. The weighted-average discount rate assumibe iactuarial calculation of the benefit obligatfor 2008 was 5.90 percent.

Note E: Earnings Per Share

Basic earnings per share for the three- and nimerimperiods ended September 30, 2008 and 2007cserputed by dividing net income by
the weighted-average number of shares of commak statstanding, which consists of issued sharestteasury stock.

Diluted earnings per share for the three- and nimenth periods ended September 30, 2008 and 206 ceenputed by dividing net income
the weighted-average number of shares of commak statstanding and the dilutive effect of the skaaearded under the Company's stock
option plans, based on the treasury stock methiog) @ average fair market value of the stock dutire respective periods.

The following tables present the earnings per sbal@ulations for the three-month periods endede®eper 30, 2008 and 2007:

Three Months Ended September Income WeightedAverage Earnings per sha
2008 Share

(in thousands, except per share amounts)

Basic earnings per share:

Net income $225 17,54¢ $0.01
Dilutive securities:

Stock option plan shares and unve

restricted stock - 173 -
Diluted earnings per shage:

Net income $225 17,721 $0.01
Three Months Ended September Income WeightedAverage Earnings per sha
2007 Share:

(in thousands, except per share amounts)

Basic earnings per share:

Net income $2,35¢ 11,20( $0.21
Dilutive securities:

Stock option plan shares and unve

restricted stock - 170 -
Diluted earnings per shage:
Net income $2,35¢ 11,37( $0.21

1. The Company excluded from the calculation oftdifliearnings per share 154 thousand shares andigatid shares for the quarters ended Septemb20@®,and 2007,
respectively, which shares were subject to optiseised with exercise prices in excess of the aeenagyket value per share.

The following tables present the earnings per sbal®ilations for the nine-month periods ended &aper 30, 2008 and 2007:
Nine Months Ended September Income WeightedAverage Earnings per sha

2008 Share:
(in thousands, except per share amounts)




Basic earnings per share:

Net income $4,74¢ 17,53¢ $0.27
Dilutive securities:

Stock option plan shares and unve

restricted stock - 154 -
Diluted earnings per shage:

Net income $4,74¢ 17,68¢ $0.27
Nine Months Ended September Income WeightedAverage Earnings per sha
2007 Share

(in thousands, except per share amounts)

Basic earnings per share:

Net income $6,06¢ 11,19( $0.54
Dilutive securities:

Stock option plan shares and unve

restricted stock - 191 -
Diluted earnings per shagg:
Net income $6,06¢ 11,381 $0.5:

1. The Company excluded from the calculation oftdifllearnings per share 147 thousand shares adigatid shares for the nine months ended Septer@b2038 and 2007,
respectively, which shares were subject to optissised with exercise prices in excess of the aeenagyket value per share.

Note F: Comprehensive Income

The Company has classified all of its securitieaaslable for sale in accordance with SFAS No.. Filrsuant to SFAS No. 115, any
unrealized gain or loss on available for sale gdesris to be recorded as an adjustment to a aepaomponent of shareholders' equity, net of
income taxes. For the nimeenth period ended September 30, 2008, the nealized loss on these securities increased by $#lidm For the
nine-month period ended September 30, 2007, themetlized loss on these securities decrease@28/ thousand. The change in unrealized
gains and losses serves to increase or decreaggatmnsive income. Accordingly, for the nine-mopéhiods ended September 30, 2008 and
2007, the Company recognized, net of related incaxes, a decrease of $1.4 million and an incre$d67 thousand, respectively, in the
accumulated other comprehensive loss componerdjuitye

The following table shows comprehensive incometffierthree-month periods ended September 30, 2GD2@0V:

(in thousands) Septembe Septembe
30, 30,
200¢ 2007
Net Income $22¢ $2,35¢
Recognized pension net periodic benefit cost, hebxes of
($28) and ($16), respectively 44 26
Less reclassification adjustments for gains inaude ne
income, net of taxes of $1 and $0, respectively (2) 0
Net change in fair value of securities availabledale, net ¢
taxes of $374 and $503, respectively 623 839
Comprehensive income $88¢ $3,22¢

The following table shows comprehensive incometliernine-month periods ended September 30, 2002@0id

(in thousands) Septembe Septembe
30, 30,
200¢ 2007

Net Income $4,74¢ $6,06¢



Recognized pension net periodic benefit cost, hebxes of

($59) and ($48), respectively 94 78
Less reclassification adjustments for gains inaude ne
income, net of taxes of $19 and $0, respectively (32) 0
Net change in fair value of securities availabledale, net ¢
taxes of $883 and $233, respectively (1,472) 389
Comprehensive income $3,33¢ $6,53¢

Note G: Segment Reporting

Under SFAS No. 131Disclosure about Segments of an Enterprise and Related Information , certain information is required to be disclosed f
the reportable operating segments of the Compauagin® the second quarter of 2008, we merged oumiregiously reportable segments,
BankTrust (the "Alabama Bank"), incorporated in ¢itate of Alabama, and BankTrust (the "Florida Bynkcorporated in the state of Florida.
Because we now operate and manage as a one-balikghobmpany, we no longer have any reportable seggnOur corporate governance
activities likewise are now directed to a singlpaging banking segment.

Note H: Commitments

The Company, as part of its ongoing business dpegtissues financial guaranties in the form péficial and performance standby letters of
credit. Standby letters of credit are contingemhotments issued by the Company generally to guaeatie performance of a customer to a
third party. A financial standby letter of credita commitment by the Company to guarantee a castomepayment of an outstanding loan or
financial obligation. In a performance standbydetif credit, the Company guarantees a customerfermance under a contractual non-
financial obligation for which it receives a fehéef Company has recourse against the customer yaraount it is required to pay to a third
party under a standby letter of credit. Revenuesecognized over the life of the standby lettecreflit. At September 30, 2008, the Company
had standby letters of credit outstanding with miaé&s ranging from less than one year to over figars. The maximum potential amount of
future payments the Company could be required teena@der its standby letters of credit at SepterBBe2008 was $30.2 million, and that
sum represents the Company's maximum credit risi&edptember 30, 2008, the Company had $302 thousddiadbilities associated with
standby letter of credit agreements.

Note I: Adoption of FAS 157

SFAS No. 157 defines fair value as the exchange hat would be received for an asset or paidatwster a liability in the principal or most
advantageous market for the asset or liabilitynroaderly transaction between market participantthe measurement date. Statement 157 alsc
establishes a fair value hierarchy which requiresrity to maximize the use of observable inpat minimize the use of unobservable inputs
when measuring fair value. The statement desctitreg levels of inputs that may be used to medsaingalue: Level 1: Quoted prices
(unadjusted) or identical assets or liabilitiesative markets that the entity has the abilitydoess as of the measurement date. Level 2:
Significant other observable inputs other than LL&verices, such as quoted prices for similar assetiabilities, quoted prices in markets that
are not active, and other inputs that are obseevatbtan be corroborated by observable market Hateel 3: Significant unobservable inputs
that reflect a company's own assumptions abouageemptions that market participants would useiging an asset or liability.

All of the Company's available for sale securifedsinto Level 2 of the fair value hierarchy. Tleesecurities are generally priced via
independent service providers. In obtaining sudbat&n information, the Company has evaluatedviiiaation methodologies used to deve
the fair values. The Company has historically ai#dian independent market valuation on a sameafrities, semi-annually, and compared
the sample market values to market values providéldde Company by its bond accounting service plewi

Assets and Liabilities Measured on a Recurring 8asi

Assets and liabilities measured at fair value eacairring basis, including financial liabilitiesrfavhich the Company has elected the fair value
option, are summarized below.

September 30, 2008

(In thousands)

Quoted Prices In Significant
Active Markets for Unobservable
Identical Assets  Significant Other Inputs
Carrying Value Observable

in Balance Sheet (Level 1) Inputs_(Level 2) (Level 3)




Available-for-
sale securities $215,126 - $215,126 -

Assets and Liabilities Measured on a Nonrecurriagi&

Assets and liabilities measured at fair value ew@recurring basis are summarized below.

September 30, 2008
(In thousands)

Quoted Prices  Significant

In Active Other Significant
Markets for Observable  Unobservable
Identical Assets Inputs Inputs

Carrying Value

in Balance Sheet (Level 1) (Level 2) (Level 3)

Impaired Loans $10,374 - - $10,374

Loans considered impaired under SFAS No. Bbépunting by Creditors for Impairment of Loans, as amended by SFAS No. 1¥&counting

by Creditors for Impairment of a Loan - Income Recognition and Disclosure are loans for which, based on current informatiod avents, it is
probable that the creditor will be unable to cdlleit amounts due according to the contractual $eofithe loan agreement. Impaired loans are
subject to nonrecurring fair value adjustmentseftect write-downs that are based on the markeepsr current appraised value of the
collateral, adjusted to reflect local market coiotis or other economic factors. After evaluating timderlying collateral, the fair value of the
impaired loans is determined by allocating spec#i&erves from the allowance for loan and leassek® the loans. Thus, the fair value
reflects the loan balance less the specific aletatserve. Impaired loans for which no resergelde®n specifically allocated are not included
in the table above.

Note J: Business Combinations

BancTrust acquired The Peoples BancTrust Companayinl October 2007. During the first quarter of 20BancTrust adjusted goodwill &
other liabilities by $900 thousand to properly eefl the pension plan liability of Peoples at thquasition date. During the second quarte
2008, BancTrust increased goodwill and deferreditbilities by $1.7 million to properly reflect ¢hdeferred tax liability of the core dep:
intangible. BancTrust also decreased other asgef2b7 thousand, increased goodwill by $188 thodsard decreased deferred taxes by
thousand to properly reflect the acquisition of [fles. During the third quarter of 2008, BancTrustréased goodwill by $531 thouse
decreased other assets by $389 thousand, anddedrether liabilities by $142 thousand to propeeffect investments in limited partnerst
and the deferred liability related to an employeatract. We also sold three branches acquiredenP@oples acquisition as described ir
following paragraph.

BancTrust previously announced the sale of thraadir offices located in the Tuscaloosa, Alabam&etail he branches were acquired as part
of the Peoples transaction. The sale closed on gti2f) 2008. Because the sale of these branchem weasonable proximity of the closing of
the Peoples purchase transaction, we recordedin@gkoss on the sale of these branches. We redintangible assets by approximately $:
million and increased deferred tax liabilities lppeoximately $882 thousand, representing the premiue received on the deposits. The
transaction had a small but positive effect on ifalegequity and the regulatory capital ratios & @ompany. In this sale of branches, we sold
loans of approximately $24.6 million, premises aqdipment of approximately $3.7 million and deposit approximately $21.5 million. We
received a premium of 11.20 percent on the depestsold. The loans and premises and equipmeniirstie transaction were valued at their
recorded carrying value.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS
Introduction

Presented below is an analysis of the consolid@teadcial condition and results of operations ohBarust Financial Group, Inc., a one-bank
holding company ("BancTrust"), and its wholly owrsgbsidiary, BankTrust (the "Bank"). As used in tbkkowing discussion, the terms "we



"us," "our" and the "Company" mean BancTrust FinanGroup, Inc. and its subsidiary on a consoliddiasis (unless the context indicates
another meaning). This analysis focuses upon sigmif changes in financial condition between Decem®d, 2007 and September 30, 2008
and significant changes in operations for the thaeel nine- month periods ended September 30, @062007.

In October of 2007, the Company completed the aitipm of The Peoples BancTrust Company, Inc. (ffe)). On the acquisition date
assets of Peoples were approximately $999 millidre acquisition of Peoples was accounted for utigerpurchase accounting methot
required by United States generally accepted ad¢oapprinciples. Under this method of accountirtgg financial statements and tables dc
reflect the results of operations or financial dtiod of Peoples prior to October 15, 2007. Oneultesf this accounting method is that cer
items shown in the financial statements and taptesented in this report are less useful as a mefgnslging the Company's performanc:
2008 compared to 2007.

Forward-Looking Statements

This report on Form 10-Q contains certain forwardking statements with respect to critical accaumnpolicies, financial condition, liquidity,
non-performing assets, results of operations aherahatters. Forward-looking statements may bedonrnhe Notes to Unaudited
Consolidated Condensed Financial Statements atie ifollowing discussion. These statements canrgépde identified by the use of words
such as "expect," "may," "could," "should," "intghtplan," "project," "estimate," "anticipate" oronds of similar meaning. The Company
cautions readers that forwalabking statements are subject to risks and unicgiga that can cause actual results to differ neltg from those
indicated by the forward-looking statements. Factbat may cause actual results to differ matgrfadim those contemplated include, among
others:

- Interest rate fluctuations;

- Changes in economic conditions;

- Effectiveness of the Company's marketing efforts

- Acquisitions and the integration of acquiredibasses;

- Competition;

- Changes in technology;

- Changes in law;

- Cost and availability of capital;

- Changes in fiscal, monetary, regulatory andaalicy;

- Customers' financial failures;

- Fluctuations in stock and bond markets;

- The discretion of applicable regulatory authes

- Changes in political conditions;

- War and terrorist acts;

- Hurricanes and other natural disasters;

- Fluctuations in real estate markets;

- Inflation; and

- Other risks and uncertainties listed from time fimet in the Company's pub
announcements and in its filings with the SEC.

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Stadsl&oard ("FASB") ratified Emerging Issues Taskdeof'EITF") Issue No. 06-4,
Accounting for Deferred Compensation and Postretirement Benefit Aspects of Endorsement Split-Dollar Life Insurance Arrangements. EITF
Issue No. 06-4 addresses accounting for split-dbf&ainsurance arrangements after the employectmses a life insurance policy on the
covered employee. This Issue states that an dioligarises as a result of a substantive agreemigémein employee to provide future
postretirement benefits. Under EITF Issue No. Qi obligation is not settled upon entering iatoinsurance arrangement. Since the
obligation is not settled, a liability should beognized in accordance with applicable authoritagiuidance. The Company adopted EITF
Issue No. 06-4 in the first quarter of 2008. Timpact of the implementation of EITF Issue No.D®&as a reduction in retained earnings an
increase in other liabilities of $156 thousand. €Hect on net income subsequent to adoption wasaiterial.

In December 2007, the FASB issued Statement ofn€inhAccounting Standards ("SFAS") No. 14Brisiness Combinations ("SFAS No.
141R"). SFAS No. 141(R) will significantly changewn entities apply the acquisition method to bussresmbinations. The most significant
changes affecting how the Company will accounbiasiness combinations under this Statement inclingeacquisition date will be date the
acquirer obtains control; all (and only) identifialassets acquired, liabilities assumed, and ndnaiting interests in the acquiree will be stated
at fair value on the acquisition date; assetsatnilities arising from noncontractual contingencigl be measured at their acquisition date fair
value only if it is more likely than not that theyeet the definition of an asset or liability on #ejuisition date; adjustments subsequently r



to the provisional amounts recorded on the acdoisidate will be made retroactively during a measwent period not to exceed one year;
acquisition-related restructuring costs that domeet the criteria in SFAS No. 14&ccounting for Costs Associated with Exit or Disposal
Activities, will be expensed as incurred; transaction codtde expensed as incurred; reversals of defeirredme tax valuation allowances
and income tax contingencies will be recognizeddmings subsequent to the measurement periodharadlowance for loan losses of an
acquiree will not be permitted to be recognizedhsyacquirer. Additionally, SFAS No. 141(R) willqjgre new and modified disclosures
surrounding subsequent changes to acquisitionetlaintingencies, contingent consideration, nomodimy interests, acquisition-related
transaction costs, fair values and cash flows rpeeted to be collected for acquired loans, andrdranced goodwill rollforward. The
Company will be required to prospectively apply SNo. 141(R) to all business combinations completedr after January 1, 2009. Early
adoption is not permitted. For business combinatiorwhich the acquisition date was before thectiffe date, the provisions of SFAS No. 141
(R) will apply to the subsequent accounting foredlefd income tax valuation allowances and incoredatingencies and will require any
changes in those amounts to be recorded in earfeysagement is currently evaluating the effecéd 8FAS 141(R) will have on the financ
condition, results of operations, liquidity, ane ttisclosures that will be presented in the codatdid financial statements.

In November 2007, the SEC issued Staff Accountintein No. 109 Written Loan Commitments Recorded at Fair Value Through Earnings
("SAB No. 109"). SAB No. 109 rescinds SAB No. 10@fehibition on inclusion of expected net futursltélows related to loan servicing
activities in the fair value measurement of a writtoan commitment. SAB No. 109 is effective prasiely for derivative loan commitments
issued or modified in fiscal quarters beginningafecember 15, 2007. The Company adopted thegiomei of SAB No. 109 in the first
guarter of 2008. The adoption of SAB No. 109 ditl mave a material impact on the results of openatimr financial condition of the Compal

In February 2007, the FASB issued SFAS No. T%@,Fair Value Option for Financial Assets and Financial Liabilities - Including an
Amendment SFASNo. 115 ("SFAS No. 159"), which permits an entity to choteeneasure many financial instruments and cedtiar items
at fair value. Most of the provisions in SFAS N&9lare elective; however, the amendment to FASBSiant No. 115Accounting for Certain
Investments in Debt and Equity Securities, applies to all entities with available-for-saledarading securities. The fair value option edtdiald
by SFAS No. 159 permits all entities to choose &agure eligible items at fair value at specifiezt#bn dates. A business entity will report
unrealized gains and losses on items for whicHahesalue option has been elected in earningafother performance indicator if the busit
entity does not report earnings) at each subseqepatting date. The fair value option: (a) mayapelied instrument by instrument, with a f
exceptions, such as investments otherwise accotmtéy the equity method; (b) is irrevocable (lwd@ new election date occurs); and (c) is
applied only to entire instruments and not to pordiof instruments. The Company adopted the nastredeprovisions of SFAS No. 159 in the
first quarter of 2008. The impact was not mateiahe Company's financial condition or result®pérations. No assets or liabilities were
selected for fair value measurement under SFAS 159.

In December 2007, the FASB issued SFAS No. Ne@controlling Interestsin Consolidated Financial Statements - An Amendment of ARB No.
51. SFAS No. 160 requires noncontrolling interestsadrieated as a separate component of equity, reotiaiility or other item outside of
equity. Disclosure requirements include the disgifiget income and comprehensive income for baghctimtrolling and noncontrolling
interests and a separate schedule that showsféutsadf any transactions with the noncontrollintgrests on the equity attributable to the
controlling interest. The provisions of this stagrhare effective for fiscal years beginning aecember 15, 2008. This statement will be
applied prospectively except for the presentatioh disclosure requirements which are to be appé&dspectively for all periods presented.
Management is currently evaluating this statemadtits effect on the consolidated financial statets®f the Company.

In March 2008, the FASB issued SFAS No. 1Bilsclosures about Derivative Instruments and Hedging Activities . SFAS No. 161, which
amends SFAS No. 133¢ccounting for Derivative Instruments and Hedging Activities, requires companies with derivative instruments to
disclose information about how and why a compamgswerivative instruments, how derivative instruteemd related hedged items are
accounted for under SFAS 133, and how derivatiggiments and related hedged items affect a congfingncial position, financial
performance and cash flows. The required disclasim&ude the fair value of derivative instrumeatsl their gains or losses in tabular format,
information about credit-risk-related contingerdatiges in derivative agreements, counterparty treshi, and the Company's strategies and
objectives for using derivative instruments. Thegesment expands the current disclosure framewn8HAS No. 133. SFAS No. 161 is
effective prospectively for periods beginning orafter November 15, 2008. Management does not ¢xpe@doption of SFAS No. 161 to
have an impact on the consolidated financial statémof the Company.

In April 2008, the FASB issued FASB Staff PositidRSP") No. SFAS 142-Fetermination of the Useful Life of Intangible Assets . This FSP
amends the factors that should be considered ieldewg renewal or extension assumptions usedtermae the useful life of a recognized
intangible asset under SFAS No. 1&odwill and Other Intangible Assets (SFAS No. 142). This FSP applies to all intangéssets, whether
acquired in a business combination or otherwisestuadl be effective for financial statements issfeediscal years beginning after

December 15, 2008, and interim periods within thgseal years and applied prospectively to intaleggdssets acquired after the effective date.
Early adoption is prohibited. The Company will atltdge provisions of FSP No. SFAS 142-3 in the fipsarter of 2009, as required, but does
not expect the impact to be material to the Comisdinyancial condition or results of operations.

In May 2008, the FASB issued FSP APB 14Adcounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion
(Including Partial Cash Settlement) . This FSP specifies that issuers of such instrasngmould separately account for the liability aqdity
components in a manner that will reflect the efgtibonconvertible debt borrowing rate when inteies¢cognized in subsequent periods. This
FSP is effective for fiscal years beginning aftecBmber 15, 2008. Management does not expect tpian of FSP APB 14-1 to have an
impact on the consolidated financial statementh®fCompany.

In June 2008, the FASB issued FSP EITF 03-Betermining Whether Instruments Granted in Share-Based Payment Transactions Are
Participating Securities . This FSP addresses whether such instrumentsastieipating securities prior to vesting and, tliere, need to be
included in the EPS calculation under the-class method described in paragraphs 60 and 6EASMNo0. 128 Earnings per Share . This FSF



is effective for fiscal years beginning after Detemn15, 2008. Management does not expect the aoptiFSP EITF 03-8-to have an impa
on the consolidated financial statements of the aomy.

In October 2008, the FASB issued FSP No. 15D&ermining the Fair Value of a Financial Asset When the Market for That Asset |'s Not
Active . This FSP clarifies the application of SFAS No7 15 a market that is not active and applies tariial assets within the scope of
accounting pronouncements that require or perrrivédue measurements in accordance with Statefrf&ntThis FSP also provides an
example to illustrate key considerations in deteing the fair value of a financial asset when ttakat for that financial asset is not active.
This FSP was effective upon issuance on Octobe2d@8 and includes periods for which financialesta¢nts have not yet been issued. The
adoption of FSP No. 157-3 did not have a matemiglact on the consolidated financial statemente®fompany.

Critical Accounting Policies

Basis of Financial Statement Presentation

The financial statements included in this repoktehbeen prepared in conformity with accounting giptes generally accepted in the United
States of America and with general practices withenbanking industry. In preparing the consoliddteancial statements, Management is
required to make estimates and assumptions thesttdffe reported amounts of assets and liabibitsesf the date of the statement of condition
and revenues and expenses for the period. Actsaltsecould differ significantly from those estiraat Material estimates that are particularly
susceptible to significant change in the niemm relate to the determination of the allowararddan losses, the valuation of real estate aed
in connection with foreclosures or in satisfactaftoans and the fair value of goodwiill.

Allowance for Loan Losses

The allowance for loan losses is maintained aval leonsidered by Management to be sufficient &odi losses inherent in the loan portfolio.
Loans and leases are charged off against the alloavimr loan and lease losses when Managementeelibat the collection of the principa
unlikely. Subsequent recoveries are added to tbevahce. BancTrust's determination of its allowafirdoan losses is made in accordance
with Statement of Financial Accounting Standar@®&HAS") Nos. 114 and 5. The amount of the allowdnocéoan losses and the amount of the
provision charged to expense is based on periediews of the portfolio, past loan loss experiermtgrent economic conditions and such o
factors which, in Management's judgment, deservieentirecognition in estimating loan losses.

Management has developed and documented a systen&ttiodology for determining and maintaining daveénce for loan losses. A regul
formal and ongoing loan review is conducted to fifgfoans with unusual risks and probable lossnitzement uses the loan review proce:
stratify the loan portfolio into risk grades. Faglmer+isk graded loans in the portfolio, Management aetees estimated amounts of loss be
on several factors, including historical loss exgare, Management's judgment of economic conditamsthe resulting impact on higher-risk
graded loans, the financial capacity of the bormwecondary sources of repayment, including aaldt and regulatory guidelines. This
determination also considers the balance of imgdoans. Specific allowances for impaired loansta®ed on comparisons of the recorded
carrying values of the loans to the fair valueh®f tollateral. Recovery of the carrying value @frle is dependent to a great extent on econ
operating and other conditions that may be beybadXompany's control.

In addition to evaluating probable losses on intliail loans, Management also determines probatdeddsr all other loans that are not
individually evaluated. The amount of the allowafmeloan losses related to all other loans ingbgfolio is determined based on historical
and current loss experience, portfolio mix by logpe and by collateral type, current economic cbods, the level and trend of loan quality
ratios and such other factors that, in Managemgritgment, deserve current recognition in estingatiherent loan losses. The methodology
and assumptions used to determine the allowanceoataually reviewed as to their appropriatendgsrgthe most recent losses realized and
other factors that influence the estimation proc&hge model assumptions and resulting allowancel lare adjusted accordingly as these
factors change.

Other Real Estate Owned

Other real estate owned is initially accounteddfoiair value, less estimated costs to disposheptoperty. Any excess of the recorded
investment over fair value, less costs to dispisseharged to the allowance for loan losses atithe of foreclosure. A provision is charged to
earnings and a related valuation account for sulesgdosses on other real estate owned is establishen, in the opinion of Management,
such losses have occurred. The ability of the Compa recover the carrying value of real estateaised upon future sales of the real estate.
Our ability to effect such sales is subject to neadonditions and other factors, all of which aegdnd our control. The recognition of sales
sales gains is dependent upon whether the natdreeans of the sales, including possible futureimgment of the Company, if any, meet
certain defined requirements. If those requiremargsnot met, sale and gain recognition is deferred

Goodwill



Net assets of entities acquired in purchase tréinsacare recorded at fair value at the date ofistipn. Identified intangibles are amortized
over the period benefited. Goodwill is not amortizalthough it is reviewed for impairment on an @arbasis or more frequently if events or
circumstances indicate potential impairment. Thedirment test is performed in two steps. The §tep compares the fair value of the
reporting unit with its carrying amount, includiggodwill. If the fair value of the reporting unixeeeds its carrying amount, goodwill of the
reporting unit is considered not impaired; howeifehe carrying amount of the reporting unit exdeds fair value, a second step analysis |
be undertaken. The second step analysis compaésiied fair value of the reporting unit's gootlifas defined in SFAS No. 14800dwill
and Other Intangible Assets) with the carrying amount of that goodwill. An imipment loss is recorded to the extent that theytay amount o
goodwill exceeds its implied fair value.

The fair value of our enterprise is determined gdimo methods, one based on the price as a multiptangible equity capital that simi
banking companies have sold for and one basedsmouwlited cash flow models with estimated cash flbased on internal forecasts of
income. These two methods provide a range of valusthat Management uses in evaluating goodwilpfussible impairment. The Comp:
completed its annual test of goodwill for impairmes of September 30, 2008. The results of thisibecated that none of the Compa
goodwill was impaired; however, the excess of @ievalue over the carrying value decreased froenpifevious assessment due to the de
in the Company's stock price and economic conditipnrevalent in the Company's markets. If the Comgastock price continues to decline
the Company does not produce anticipated cash flomwig similar banking companies begin sellingimificantly lower prices than in the p:
the Company's goodwill may be impaired in the fatur

Financial Condition at September 30, 2008 and Decdyar 31, 2007
Overview

Total assets at September 30, 2008 were $2.088rhill decrease of $151.2 million, or 6.7 percom $2.240 billion at December 31, 2007.
Loans decreased by $111.0 million due to (i) tHe shour three Tuscaloosa area branches' loaapmrbximately $24.6 million, (ii) a decree
in loan demand in our Florida and central Alabanzaikats, and (iii) the transfer of approximately F3#illion in loans to other real estate
owned. Loan demand in certain of our markets ramgglatively strong, especially in the Mobile/Bald county markets in Alabama.

We experienced a decrease in loan demand in 8¢, 20d this, together with a decrease in marketest rates, led us to begin offering lower
rates on deposits, which, we believe, contributea teduction in deposits of $124.6 million fromd@ember 31, 2007 to June 30, 2008. From
June 30, 2008 to September 30, 2008, depositsat=mdy $16.2 million. The sale in the third quanfe2008 of three Tuscaloosa area
branches resulted in a decrease in deposits 05 $@illion; however, deposits increased during thiedtquarter of 2008 apart from the sale.
During the second quarter of 2008 the decreasepogits caused us to become a net borrower of igérfiuinds. During the third quarter of
2008 we were able to shift to our preferred positig a net seller of funds. We accomplished thsim by offering higher rates on some
deposits to increase our liquidity and by offerfatly insured time deposits through the CDARS peogr The CDARS program allows us to
increase the deposit protection offered on timeodiégp. Through this program, we divide customéng tdeposits that are uninsured into time
deposits under the FDIC insurance limit and swaprésulting time deposits with other financial ingions.

Federal Funds Sold and Interest Bearing Deposhighiwtogether represent our overnight investmetesreased by $19.3 million from $70.6
million at December 31, 2007 to $51.4 million ap&ber 30, 2008. Short-term borrowings decrea8ediiillion, or 77.2 percent, from $4.2
million at December 31, 2007 to $959 thousand atéeber 30, 2008. Our net interest margin for tret hine months of 2008 was 3.49
percent compared to 3.99 percent for the same@&x#d year. The general decrease in interest dateso Federal Reserve actions, the incr
in non-performing assets and rate competition &rasits and commercial loans all contributed te tl@crease in our net interest margin.

We continue to experience a severe downturn imehkestate market, primarily in our coastal magkdtnorthwest Florida, and this has led
significant increase in defaults by borrowers,gmgicant increase in loans charged-off and a rédodn the value of real estate serving as
collateral for some of our loans. We have slowssthigrowth in our Florida markets in response éodbpressed real estate market; however,
we have experienced loan growth in our Mobile miackging 2008 due to its more stable economy, aa@xpect this growth to continue
through the final quarter of 2008. Our loans intcal Alabama have decreased due to lower demitathagement is committed to minimizing
further losses in the loan portfolio. We have llithed a special assets committee to focus orntaredlity in the Company's Florida markets
and have assembled a team of senior credit offideasgyed with focussing on loan quality throughtbiet Company.

Recent Government Action

In response to the challenges facing the finarsgiatices sector, several regulatory and governrhaatians have recently been announced
including:

-The Emergency Economic Stabilization Act of 20@8proved by Congress and signed by President Bushctober 3, 2008, which, in part,
allowed the U.S. Treasury to purchase troubledta$sam banks, authorized the Securities and Exgh&@ommission to suspend the
application of mark-to-market accounting, and terapity raised the basic limit of FDIC deposit inaoce from $100,000 to $250,000 until
December 31, 200!



-On October 7, 2008, the FDIC approved a plan ¢eeiase the rates banks pay for deposit insurance;

-On October 14, 2008, the U.S. Treasury annourfeedreation of a new program, the Troubled AsséeRerogram ("TARP") Capital
Purchase Program that encourages and allows fidnstitutions to obtain capital through the saflsenior preferred shares to the U.S.
Treasury on terms that are non-negotiable;

-On October 14, 2008, the FDIC announced the aneati the Temporary Liquidity Guarantee Program@H), which seeks to strengthen
confidence and encourage liquidity in the bankipgtem. The TLGP has two primary components thateaélable on a voluntary basis to
financial institutions:

-Guarantee of newly-issued senior unsecured déiig.tfie guarantee would apply to new debt issuear drefore June 30, 2009
and would provide protection until June 30, 20%8ukrs electing to participate would pay a 75 hadist fee for the guarantee;

-Unlimited deposit insurance for non-interest begudeposit transaction accounts. Financial in&itgt electing to participate
will pay a 10 basis point premium in addition te thsurance premiums paid for standard depositamnse;

BancTrust has applied for $50 million of capitarfr the TARP Capital Purchase Program. If the Coryigapplication to participate is gran
and the Company chooses to proceed with the issy@amcTrust would issue to the U.S. Treasury senimulative preferred stock,
liguidation preference of $1,000 per share, haginch terms as are required by the U.S. Treasurgpprbved by management of BancTrust
after consultation with the Strategic Advisory Coittee of the BancTrust Board of Directors. Fundmgxpected to occur by year-end 2008.

We plan to participate in the TLGP's enhanced dépwsirance program. As a result of the enhancésntendeposit insurance protection and
the expectation that there will be demands on DEKCF deposit insurance fund, we expect our depasitrance costs to increase significantly
during 2009.

Although it is likely that further regulatory actie will arise as the Federal government attempésltivess the economic situation, management
is not aware of any further recommendations by leggty authorities that, if implemented, would harevould be reasonably likely to have a
material effect on liquidity, capital ratios or uits of operations.

Loans

Total loans and leases and loans held for sal@fnetearned loan income and deferred loan feesedsed from $1.633 billion at December
31, 2007 to $1.522 billion at September 30, 2008 @ease of $111.0 million, or 6.8 percent. Therekese in loans is attributable to the sale of
the three Tuscaloosa branches, the transfer of ltmaather real estate owned, loan charge-offs, p@aticipation payoffs and a decrease in
loans in our Florida market as we have focusedattention in this market on managing our non-penfog assets. We expect total loans to be
lower at year end 2008 than at September 30, 2088alour cautious lending stance in Florida and@uif coast markets. We expect to focus
more on credit quality than on growing loans insthenarkets until we see some stabilization in tle@emomies and firming up of real estate
values. In addition, we remain aggressive in moviag-performing loans through the work out prodessrder to minimize potential losses.

The following table shows the breakdown of loanSeptember 30, 2008 and December 31, 2007.

September 30 December 31, 200
200¢€

(In thousands)
Commercial, Financial and Agricultural $344,75: $381,36¢
Real Estate - Construction 443,44 476,33(
Real Estate - Mortgage 649,59! 681,027
Installment 88,231 101,36¢
Total Loans and Loans Held for Sale 1,526,02( 1,640,08¢
Unearned Discount on Leases (5,679 (7,815
Unearned Loan Income and Deferred Loan (Fees) Glest, 1,363 402

Total Loans and Loans Held for Sale, Net of Uned
Income and Deferred Loan Costs $1,521,70. $1,632,67!




Investment Securities

The composition of the investment portfolio by garg amount is 0.62 percent U.S. Treasuries, 16e20ent U.S. securities of government
sponsored enterprises, 14.84 percent securitisatef and political subdivisions, and 68.34 perosmttgagebacked securities at September
2008. The tax-equivalent yield of the portfolioSeptember 30, 2008 and December 31, 2007, wagBré&nt and 5.29 percent, respectively.
The average maturity of the portfolio, excludingrtgage-backed securities (as these have monthigipal payments), at September 30, 2008
and December 31, 2007, was 5.29 years and 1.98,yeapectively. We hold no trading securitiesemusities that are classified as held-to-
maturity. The net unrealized loss on securitieslabte-for-sale increased by $2.4 million from Dedeer 31, 2007 to September 30, 2008. The
decline in fair value of our investment securitiess attributable to changes in interest rates.ddémapany does not believe any other-than-
temporary impairments exist related to these imaest securities because the Company has the ahnilitypositive intent to hold the securities
until maturity. The Company does not own, and t@sowned, preferred or common stock issue by tloeféd National Mortgage Association
(Fannie Mae) or the Federal Home Loan Mortgage @atjpn (Freddie Mac).

Deposits

Total deposits decreased from $1.828 billion atdbaiger 31, 2007 to $1.687 billion at September B082a decrease of $140.8 million, or 7.7
percent. The sale of our three Tuscaloosa are&liearin August 2008 accounted for approximately %2dillion of this decrease. Core
deposits, considered to be total deposits lessdepesits of $100 thousand or more, decreased @§.$illion, or 7.7 percent. Earlier in the
year, as loans decreased, we lowered the ratefferedon deposits to a level that was less cortipetbut which management consideret

be appropriate at the time. Beginning in the seapratter of 2008 and continuing to date, we haeeded on retaining deposits we currently
have but have not been aggressive in attractingdepesits. Excluding the deposits of the three diras we sold, total deposits increased by
$5.3 million from June 30, 2008 to September 3@&We have had customers withdraw funds due toerois about balances above FDIC
insurance limits. To retain deposits, we have eglpdrour use of the CDARS program, which allowsousfter to our customers fully insured
time deposits. We believe the increase in FDICraisce coverage from $100 thousand to $250 thouseiriaterest bearing accounts and to an
unlimited amount for non-interest bearing transactccounts, will help stabilize our deposit b&3er. primary focus continues to be attracting
and retaining core deposits from customers whowsd other products and services we offer. DurB@B82due to liquidity considerations, we
replaced non-core funding sources such as brokedsits and other borrowed funds such as FederakeH.oan Bank ("FHLB") advances as
they matured, but we have not increased the anafidonding from these sources. At September 30820@ had $48.2 million in brokered
time deposits and $55.7 million of CDARS brokeridet deposits compared to $56.4 million and $13lionj respectively, at December 31,
2007. We also had FHLB advances of $61.6 millioBeptember 30, 2008 compared to $65.3 million aebder 31, 2007.

The following table shows the breakdown of depaaitSeptember 30, 2008 and December 31, 2007.

(In thousands) September 30, 2008  December 31, 2007
Non-Interest-Bearing Demand Deposits $ 223,05( $ 242,24
Interest-Bearing Demand Deposits 518,79( 629,22(
Savings Deposits 111,99: 105,16¢
Large Denomination Time Deposits (of $100 or more) 393,52¢ 426,26:
Other Time Deposits 439,75¢ 425,03¢
Total Deposits $1,687,111 $1,827,92'

Federal Home Loan Bank Advances and L-¢grgn Debt

As of September 30, 2008, our long-term debt ctegief advances from the FHLB of $61.6 millionparn from an unaffiliated bank of $38.0
million, $34.0 million in junior subordinated notessued by BancTrust to statutory trust subsidéaineconnection with offerings of $34.0
million of trust preferred securities and $845 thand of other long term debt. During the first ninenths of 2008, we paid off $37.0 million
long-term FHLB advances with the proceeds of newedirate advances of $37.0 million. Also, in thiedlgquarter, we borrowed funds from the
FHLB under a variable rate credit facility on a ghlerm basis.

As of September 30, 2008, the ratio of non-perfagrassets to total loans and other real estatecwas 7.43%, which exceeds the 5.00%
allowed by the Loan Agreement governing the $38ionilloan from Silverton Bank (formerly The Bank&ank, N.A.). The stock of our
subsidiary bank is pledged as collateral for théml Silverton Bank has granted a waiver of thaditef the loan covenant regarding non-
performing assets. This waiver only applies todbeenant breach as of September 30, 2008, andttiagien will be reviewed again as of
December 31, 2008. If we remain in breach of thigemant and are unable to obtain a waiver or amentof the loan agreement, Silverton
Bank would have the right to give notice of defaliltve are unable to cure the default within njnéays of notice, then Silverton Bank would
have the right to declare the entire balance ofdhe due and payable, which could have a matadetrse effect on our liquidity and ability to
pay dividends. We intend to continue to vigoroyslysue a favorable resolution of this issue

Asset Quality and Allowance for Loan Los:




Non-performing assets include accruing loans 90 daysare past due, loans on non-accrual, renegotiagets and other real estate owned.
Commercial, business and installment loans areified as non-accrual by Management upon the earidi) a determination that collection
of interest is doubtful, or (ii) the time at whishch loans become 90 days past due, unless callatesther circumstances reasonably assure
full collection of principal and interest.

The following table is a summary of non-performagsets.

(Dollars in Thousands)

September 30, 20( December 31, 20(
Accruing loans 90 days or more past due
Commercial and industrial loans $0 $18
Consumer loans - 7
Total accruing loans 90 days or more past due 0 25
Loans on non-accrual
Construction, land development and other land loans 59,552 27,32¢
1-4 family residential loans 4,38¢ 3,131
Non-farm non-residential property loans 2,752 4,927
Commercial and industrial loans 2,441 217
Consumer loans 728 397
Other loans 22 0
Total loans on non-accrual 69,884 36,001
Total non-performing loans 69,88/ 36,02¢
Other real estate owned
Construction, land development and other land 42,841 10,64¢
1-4 family residential properties 1,30¢ 758
Non-farm non-residential properties 2,57€ 3,11¢
Total other real estate owned 46,72z 14,52¢
Total non-performing assets $116,60¢ $50,55(
Accruing loans 90 days or more past due as a pexgermnf loans and leases 0.00% 0.00%
Total non-performing loans as a percentage of laasleases 4.59% 2.21%
Total nonperforming assets as a percentage of loans, leasesther real estz
owned 7.43% 3.07%

The following table contains a break out by locatid non-performing assets at September 30, 2008.

(Dollars in Thousands) Non-performing loan Other Real Estate Own Total
Central Alabama $14,72: $5,29¢ $20,01¢
Southern Alabama 2,74¢€ 12,49t 15,241
Northwest Florida 52,23¢ 27,30 79,542
Other 178 1,627 1,80t
Total $69,88¢ $46,72: $116,60¢

Loans on non-accrual at September 30, 2008 incdas833.9 million when compared to December 30728ue to our challenging
operational environment. Most of this increase ommlin our Florida market. Other real estate owineteased by $32.2 million, from year-
end 2007 to September 30, 2008. We are continoimgptk through very difficult real estate marketspecially in Florida and along the
Alabama coast. Most of our non-performing asset¢darated in the northwest Florida coastal maraatsconsist primarily of loans for land
acquisition, construction and land development.

Not included in the nc-performing assets table are potential problemddataling $31.1 million at September 30, 2008,chtéompares to
$21.5 million at December 31, 2007. Potential peabloans are loans as to which Management hasisatmubts as to the ability of the
borrowers to comply with present repayment terniest loans do not meet the criteria for, and ametbre not included in, non-performing
assets. These loans were considered in determtiméngdequacy of the allowance for loan losses amdlasely and regularly monitored to
protect BancTrust's interest. Most of these loaag@sidential and commercial real estate developioans in our primary market



Management is continuing to closely monitor theueadf real estate serving as collateral for oundp@specially in our coastal markets, due to
Management's concern that the significant slowiingeal estate sales activity in those markets edghtinue to have a negative impact on the
value of real estate collateral. In addition, ésged market conditions have adversely impactetieay continue to adversely impact, the
financial condition of certain of our borrowers.rrany situations, adverse market conditions haaegal stress on borrower liquidity levels,
and collateral values have declined.

The allowance for loan losses represents Managé&resgessment and estimates of the risks assouiiteelxtending credit and its evaluation
of the quality of the loan portfolio. Managemenabzes the loan portfolio to determine the adequddhe allowance for loan losses and the
appropriate provision required to maintain thevalace for loan losses at a level believed to beaate to absorb anticipated loan losses. In
assessing the adequacy of the allowance, Managemaetvs the size, quality and risk characteristickbans in the portfolio. Management
also considers such factors as our loan loss expegj the amount of past due and non-performingslagpecific known risks, the status,
amounts and values of non-performing assets (iiguidans), underlying collateral values securiognls, current and anticipated economic
conditions and other factors which affect the alloee for loan losses. Impaired loans as determindér SFAS No. 114 were considered in
determining the adequacy of the allowance for loases and are regularly monitored for changesinvitparticular industry or general
economic trends that could cause the borrowergadivancial difficulties.

The allowance for loan losses represented 0.358stimon-performing loans at September 30, 2008 &&DQimes non-performing loans at
December 31, 2007. The allowance for loan lossesppscentage of loans, net of unearned income 1vB&spercent at September 30, 2008
1.46 percent at December 31, 2007. Managementws\lee adequacy of the allowance for loan losses @mtinuous basis by assessing the
quality of the loan portfolio, including non-perfoing loans and classified loans, and adjustingatlosvance when appropriate. Management
considered the allowance for loan losses adequ&epmember 30, 2008 to absorb probable lossesenhia the loan portfolio. No assurance
can be given, however, that adverse economic cstamses or other events, including additional Iessew, future regulatory examination
findings or changes in borrowers' financial cori, will not result in increased losses in thenlpartfolio or in the need for increases in the
allowance for loan losses.

Capital Resources

Our equity as a percentage of total assets at @épte30, 2008 was 11.80 percent, compared to Jefeknt at December 31, 2007. This
increase resulted primarily from the decrease tal tossets.

We are required by our various banking regulator®aintain certain capital-to-asset ratios underdgulators' risk-based capital guidelines.
These guidelines are intended to provide an additimeasure of a financial institution's capita@uaiacy by assigning weighted levels of risk
to various components of the institution's asd®it) on and off the statement of condition. Untlese guidelines capital is measured in two
tiers. These capital tiers are used in conjunatiith "risk-weighted" assets in determining "riskigleted" capital ratios. If we fail to meet
minimum capital adequacy requirements, our bankégglators could take regulatory action againghascould have a direct material adverse
effect on our consolidated financial statements.

Our Tier 1 capital, which is shareholders' equitysplebt related to issuance of trust preferredritées less goodwill and accumulated other
comprehensive loss, was $173.6 million at Septer8®e2008 and $174.2 million at December 31, 2@t Tier 2 capital consists of the
allowable portion of the allowance for loan lossekich was $21.4 million at September 30, 2008 $2@14 million at December 31, 2007.
Total capital, which is Tier 1 capital plus Tiec@pital, was $195.0 million at September 30, 2@08, $196.6 million at December 31, 2007.
Our consolidated Tier 1 and Total capital ratio@ressed as a percentage of total risk-weightestsssere 10.18 percent and 11.43 percent,
respectively, at September 30, 2008, and 9.60 ptecwl 10.84 percent, respectively, at Decembe2@17. Both the September 30, 2008 and
December 31, 2007 ratios exceed the minimum reduatos of four percent and eight percent for Tiend Total capital, respectively.

We closely monitor the adequacy of regulatory @githd strive to maintain adequate capital at amlkBand on a consolidated basis. At
September 30, 2008 the Bank was considered "wpitatzed" by regulatory definitions.

The components of our risk-based capital calculatfor September 30, 2008 are shown below:

September 30, 20!
(dollars in thousand

Tier 1 capital-
Tangible common shareholders' equity $ 140,62:
Debt related to issuance of trust preferred stesir 33,00(
Total Tier 1 capital 173,62:
Tier 2 capital-Allowable portion of the allowanaa foan losses 21,35¢

~A

Total capital (Tiers 1 and 2) $ 194,97



Risk-weighted assets $1,705,32:

Quarterly average assets 1,980,25
Risk-based capital ratios:

Tier 1 capital ratio 10.18%
Total capital ratio (Tiers 1 and 2) 11.43%

During the third quarter of 2008, BancTrust dedaaeregular quarterly dividend of $0.13 per shpegiable October 1, 2008 to shareholde
record as of September 15, 2008.

Liquidity

Liquidity management involves the ability to mewe day-to-day cash flow requirements of custon@isarily depositors' withdrawals and
borrowers' requirements for funds, in a cost effitiand timely manner. Appropriate liquidity managat is achieved by carefully monitoring
anticipated liquidity demands and the amount oflakte liquid assets to meet those demands. Ligagkts (cash and cash items, interest-
bearing deposits in other financial institutiorexjéral funds sold and securities available for, ®deluding pledged assets) totaled $135.4
million at September 30, 2008 and $179.3 millioatember 31, 2007. Liquid assets representedp@d®nt of total assets at September 30,
2008 compared to 8.00 percent at December 31, 20@/net change in cash and cash equivalentséaritie-month period ended September
30, 2008 was a decrease of $23.3 million or 19r8gye. This decrease in cash and cash equivalergslue primarily to the decrease in
deposits. Cash includes currency on hand and dedepusits with other financial institutions. Casfuigalents are defined as short-term and
highly liquid investments, which are readily cornilge to known amounts of cash and so near matthéythere is no significant risk of
changes in value due to changes in interest fAteshad available unused federal fund lines of ¢l FHLB lines of credit totaling
approximately $101.9 million at September 30, 2008.

The parent company has available cash and castadgpuiis and our subsidiary bank's ability to pagdginds to the parent as sources of
liquidity. These sources of liquidity are used teahthe operating expenses of the parent, includig service requirements and dividend
payments to our shareholders.

Except as discussed in this Management's DiscussidrAnalysis, Management is not aware of any sgadents or uncertainties that will
have or that are reasonably likely to have a maltadverse effect on our liquidity, capital res@sror operations, and Management is not &
of any current proposals or recommendations byiegdge regulatory authorities which, if implementesuld have such an effect.

Results of Operations

The acquisition of Peoples was accounted for urnbderpurchase method of accounting as required byetlrStates generally accer
accounting principles. Under this method of accimgntthe financial statements of the Company dorefi¢ct results of operations of Peoj
for periods before October 15, 2007. This acquisitias made comparison of the third quarter of 2008e third quarter of 2007, as wel
comparison of the first nine months of 2008 toftrst nine months of 2007, less useful as a meéngging the Company's performance.

Three Months Ended September 30, 2008 and 2007

Net Income

The Company recorded net income of $223 thousar0.01 per basic and diluted share, during thel tpuarter of 2008, compared to net
income in the third quarter of 2007 of $2.4 milljam $0.21 per basic and diluted share. The inergathe provision for loan losses, the losses
on both the sale and further impairment write-dowhesther real estate owned and the increase irpeoiorming assets are primarily
responsible for the decrease in net income. Quyadgerage interestarning assets increased to $1.774 billion forthire quarter of 2008 fro
$1.199 billion in the third quarter of 2007, annease of $575.0 million or 47.9 percent. This iaseeis attributable to the Peoples acquisition.
Net interest revenue increased by $2.3 millionl@# percent, from the three months ended SepteBth@007 to the three months en
September 30, 2008, due to the Peoples purchaseu@tterly net interest margin decreased to 3&26gnt for the third quarter of 2008 from
4.03 percent for the third quarter of 2007. Theentdecreases in interest rates and our high tduedn-performing assets have contributed to
the decrease in our net interest margin. Furthiierést rate cuts would also have the effect ofefesing our margins.

Provision for Loan Losses

The provision for loan losses is the charge toiegmthat is added to the allowance for loan logs@sder to maintain the allowance at a level
that Management deems adequate to absorb inhessetslin our loan portfolio. See "Asset Quality Aldwance for Loan Losses," above.
Net charg-offs in the third quarter of 2008 were $1.0 mitliocompared to $856 thousand in the same perio2l0@r. The provision for loan
losses was $1.9 million in the third quarter of 20€ompared to $1.2 million for the comparable @ein 2007. The allowance for loan losses
as a percentage of loans, net of unearned incoam 185 percent at September 30, 2008 and 1.46meatDecember 31, 2007. Management
has increased the allowance for loan losses arcargage of loans, net of unearned income, prignasla result of the increase in non-
performing assets and difficult market conditic



Non-Interest Revenue and Expense

Non-interest revenue was $3.9 million for the thirchgar of 2008, an increase of $644 thousand franttthid quarter of 2007, resulting
primarily from the Peoples purchase. We recordedson the sale and further impairment wdtewvns of foreclosed real estate of $1.7 mill
in the third quarter of 2008. Service charges guodi accounts increased $1.3 million, or 86.7 @erérom $1.5 million for the third quarter
2007 to $2.8 million for the same period in 200&hvepproximately $1.2 million of the increase igiitable to the Peoples purchase. Trust
revenue in the third quarter of 2008 of $1.0 milliwas up from $611 thousand for the same peri@@¥. Most of the increase in trust reve
is attributable to the Peoples purchase. Trustagsareased from $702 million at September 3072006807 million at September 30, 2008.

Salary and employee benefit expense increaseddiftidn, or 39.2 percent, from the third quartera®07 to the third quarter of 2008. Full
time equivalent employees increased from 418 ateBaper 30, 2007 to 627 at September 30, 2008. Betincrease in salary and employee
benefits and the increase in full time equivalenpkyees is primarily attributable to the Peopleschase.

Net occupancy expense was $1.8 million in the thirdrter of 2008, an increase of $864 thousané1dr percent, from the same perioc
2007. The Peoples purchase accounts for an incireags occupancy expense of approximately $876gand. Furniture and equipment
expense increased by $254 thousand, or 27.3 pesithnthe Peoples purchase accounting for appraety&178 thousand of this increase.
The Company now operates in 51 branches as compiaBddbefore the Peoples acquisition in OctobetQff7. The Company also operates
operations centers in Mobile and Selma, Alabama.

Other expense was $4.6 million for the quarter drisieptember 30, 2008, an increase of $1.4 milliomfthe third quarter of 2007, primarily
due to the Peoples purchase. Other expense indlatdes such as advertising, legal and audit feiesctbr fees, FDIC insurance, insurance
costs, stationery and supplies and loan colledges. Computer software amortization related tactiveversion of the core processing syste
our bank, insurance and other expenses associétedther real estate owned, and increased legalrelated to loan collection also
contributed to the increase.

In the second quarter, we merged our Alabama amiilél banks and continued the process of integyakia operations of Peoples. We now
operate as a one-bank holding company. BancTasstbnsolidated all of its banking operations mgingle subsidiary and has eliminated
approximately $5 million in annual costs as a pathe merger and integration process. We expe&doce our non-interest costs by another
$3 million on an annualized basis as we realizétaé! savings from these mergers.

Income tax benefit was $37 thousand for the thirdrter of 2008, compared to income tax expens®27 $housand for the same period in
2007, reflecting lower taxable income.

Nine Months Ended September 30, 2008 and :

Net Income

The Company recorded net income of $4.7 milliorb@27 per basic and diluted share, during thé riree months of 2008, compared to net
income in the first nine months of 2007 of $6. 1limil, or $0.54 per basic, and $0.53 per dilutedyshThe increase in the provision for loan
losses, the losses on sale of other real estatedamd the increase in non-performing assets amaply responsible for the decrease in net
income. Average interest-earning assets increaset$1.236 billion for the first nine months of 20@® $1.828 billion in the first nine months
of 2008, an increase of $592.0 million or 47.9 patcThis increase is primarily attributable to Beoples acquisition. Net interest revenue
increased by $11.1 million, or 30.5 percent, fréma hine months ended September 30, 2007 to thewmoméhs ended September 30, 2008, due
primarily to the Peoples purchase. Our net interesigin decreased to 3.49 percent for the first months of 2008 from 3.99 percent for the
same period in 2007. The recent decreases in gtteates have contributed to the decrease in dunteest margin. Also contributing to the
decrease in our net interest margin is our higklle¥non-performing assets.

Provision for Loan Losses

The provision for loan losses is the charge toiagmthat is added to the allowance for loan logsesder to maintain the allowance at a level
that is adequate to absorb inherent losses inoaur portfolio. See "Asset Quality and Allowance foan Losses," above. Net charge-offs in
the first nine months of 2008 were $5.5 million gzared to $1.6 million in the same period for 20DRe provision for loan losses was $7.2
million in the first nine months of 2008, compatedb4.9 million for the comparable period in 200%e allowance for loan losses as a
percentage of loans, net of unearned income, véspkercent at September 30, 2008 and 1.46 perc®scamber 31, 2007. Management has
increased the allowance for loan losses as a pragenf loans, net of unearned income, primarilg assult of the increase in non-performing
assets and difficult market conditions.

Non-Interest Revenue and Expense

Non-interest revenue was $15.8 million for the firsteamonths of 2008, an increase of $6.4 milliomdrine first nine months of 2007,
resulting primarily from the Peoples purchase. Nuerest revenue in the first nine months of 20@8udes a gain of $1.1 million from the s
of an interest rate floor that was acquired inRleeples purchase and losses on the sale and fumib@irment write-downs of foreclosed
property of $1.7 million. Trust revenue in the firine months of 2008 of $3.0 million was up fro&Zmillion for the same period in 2007.
Most of the increase in trust revenue is attriblgtad the Peoples purcha:



Salary and employee benefit expense increasedifidn, or 40.8 percent, from the first nine mostbf 2007 to the first nine months of 2008
due primarily to the Peoples purchase.

Net occupancy expense was $5.5 million in the fise months of 2008, an increase of $2.8 millmm102.0 percent, from the same periot
2007. Furniture and equipment expense increasé&d Hymillion, or 44.8 percent. Both increases are primarily to the increase in the num
of branches operated by the Company following thepiRes purchase, from 31 in the first nine montH2087 to 51 in the first nine month of
2008. The Company also operates operations cantbtabile and Selma, Alabama.

Other expense was $13.8 million for the nine moetided September 30, 2008, an increase of $4.mitom the first nine months of 2007,
resulting primarily from the Peoples purchase. Oth@ense includes items such as advertising, Eghbudit fees, director fees, FDIC
insurance, insurance costs, stationery and supgtiedoan collection fees. Computer software amatitin related to the conversion of the core
processing system of our bank, insurance and ettpegnses associated with other real estate ownddnereased legal fees related to loan
collection also contributed to the increase.

Income tax expense was $2.0 million for the fiisiermonths of 2008, compared to $2.3 million fax fame period in 2007, reflecting
decreased taxable income in 2008. The effectivebinea federal and state income tax rates for tisé fiine months of 2008 and 2007 were
29.2 percent and 27.9 percent, respectively. Nrabi@ income as a percentage of income before indaxes decreased in the first nine
months of 2008 compared to the same period in 280 this contributed to the increase in the effeatombined federal and state income tax
rate.

Contractual Obligations

In the normal course of business, the Company €im&y various contractual obligations. For a déston of contractual obligations see
"Contractual Obligations and Off-Balance Sheet Agements" in BancTrust's 2007 Annual Report on FDOrRK. Items disclosed in the
Annual Report on Form 10-K have not changed mdlgsance the report was filed.

Off-Balance Sheet Arrangements

The Company, as part of its ongoing business opesatissues financial guaranties in the form péficial and performance standby letters of
credit. Standby letters of credit are contingemhoutments issued by the Company generally to gueeathe performance of a customer to a
third party. A financial standby letter of credita commitment by the Company to guarantee a castomepayment of an outstanding loan or
financial obligation. In a performance standbydetif credit, the Company guarantees a customerfermance under a contractual non-
financial obligation for which it receives a fehéfCompany has recourse against the customer yaxraount it is required to pay to a third
party under a standby letter of credit. Revenuesecognized over the life of the standby lettecreflit. At September 30, 2008, the Company
had standby letters of credit outstanding with m#és ranging from less than one year to over jigars. The maximum potential amount of
future payments the Company could be required teena@der its standby letters of credit at SepterBBe2008 was $30.2 million, and that
sum represents the Company's maximum credit risi&efdtember 30, 2008, the Company had $302 thowsfdiabilities associated with
standby letter of credit agreements.

Registration Statement

On October 6, 2008, the Company filed a shelf tegfion statement on Form S-3 with the SEC. Oneadlgistration statement is declared
effective by the SEC, BancTrust will be able toipéically offer and sell, individually or in any oination, common stock, preferred stock,
rights and/or warrants of BancTrust up to a tofé#Zb million, subject to market conditions and teenpany's capital needs. The specific te
of any securities to be offered, and the specifimner in which they may be offered, will be desedilin one or more supplements to the base
prospectus contained in the registration statenidm.registration statement has not yet been detlkeffective by the SEC. BancTrust has not
yet determined the terms of the securities whicly breoffered under this registration statem

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK

Market Risk Management

Market risk is a risk of loss arising from advecbmnges in market prices and rates. The Comparaylsetrrisk is composed primarily of
interest rate risk created by its lending and diépaking activities. The primary purpose of mamapginterest rate risk is to reduce the effects of
interest rate volatility on our financial conditiamd results of operations. Management addressesdk through an active Asset/Liability
management process and through management of tiestanmd repricing of interest-earning assets atefést-bearing liabilities. The
Company's market risk and strategies for markktrrianagement are more fully described in its 2G@¥ual report on Form 10-K. There have
been no changes in the assumptions used in magtorierest rate risk as of September 30, 2008 Udir September 30, 2008, Managen



has not utilized derivatives as a part of this pes¢ but it may do so in the future. We acquirethterest rate floor contract in the Peoples
purchase, which we sold in the first quarter of 00

CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Company's Chief Executive Officer and Chiefdficial Officer have evaluated the effectiveneshefCompany's disclosure controls and
procedures as of the end of the period coverediibyquarterly report on Form 10-Q. Disclosure colstare controls and other procedures that
are designed to ensure that information requirdzktdisclosed in the reports filed or submittedarrtie Exchange Act is recorded, processed,
summarized and reported within the time periodsifige in the Securities and Exchange Commissi@®EC") rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensurertfaniation required to be disclosed in the
reports that the Company files or submits undeiBkehange Act is accumulated and communicated toag@ment, including the Company's
Chief Executive Officer and Chief Financial Officass appropriate, to allow timely decisions regagdiequired disclosure.

Based on their evaluation, the Company's Chief ttkee Officer and Chief Financial Officer believgetcontrols and procedures in place are
effective to ensure that information required tadisclosed complies with the SEC's rules and forms.

Changesin Internal Controls

There were no changes in the Company's internataavver financial reporting during the last fifcaarter that have materially affected, or
are reasonably likely to materially affect, the Qamy's internal control over financial reporting.

PART Il. OTHER INFORMATION

Item 2. Unregistered Sales of Equity Securities ldad of Proceeds

The following table provides information about pusses by or on behalf of BancTrust or any affiigterchaser (as defined in SEC Rule 10b-
18(a)(3)) of BancTrust during the quarter endedt&uaper 30, 2008 of equity securities that are teggsl by BancTrust pursuant to Section 12
of the Exchange Act.

Total Number o
Total Shares Purchased Maximum Number ¢
Number O Average Part Of Publich Shares That May Yet [
Share Price PailtAnnounced Plans ( Purchased Under T

Period Purchased(. Per Shar Program: Plans Or Programs(
07/01/08-07/31/08 3,09z $8.12 0 229,95:
08/01/08-08/31/08 891 $ 8.5C 0 229,95:
09/01/08-09/30/08 723  $14.0¢ 0 229,95:
Total 4,70€ $9.11 0 229,95:

1. 4,706 shares were purchased on the open margettime shares to participants in BancTrust's tgrainust related to its deferred compensation fbamlirectors.
2. Under a share repurchase program announced ¢enSisgr 28, 2001, BancTrust may buy up to 425,0@@eshof its common stock. The repurchase prograes dot have an
expiration date. Shares purchased in BancTrustistgr trust do not decrease the number of shaa¢srthy be purchased under the share repurchaseprog

Item 4. Submission of Matters to a Vote of Securtiders

The shareholders approved, during a special meetingeptember 30, 2008, an increase in the nunitsfranes the Company is authorize
issue from 20 million to 50 million. A total of 857,513 shares of Common Stock, or 83.03 percetiteofotal outstanding, were represe
either in person or by proxy at the meeting. Tleegase in the number of authorized shares was egqbras follows:



Votes in Favor 12,828,37.
Votes Against 1,795,311
Abstaining 33,82¢

A complete copy of the Company's Articles of Inamation, as amended, are attached hereto as E8hibit

Iltem 6. Exhibits

3.1 Amended and Restated Articles of Incorporat@@Amended.
31.1  Certification Pursuant to Section 302 of Saebanes-Oxley Act of 2002.
31.2 Certification Pursuant to Section 302 of §laebanes-Oxley Act of 2002.

32.1 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 90
the Sarbanes-Oxley Act of 2002.

32.2 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 90
the Sarbanes-Oxley Act of 2002.

SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedréport to be signed on its behalf by
undersigned thereunto duly authorized.

BancTrust Financial Group, Inc.

November 7, 2008 By: /s/W. Bibb Lamar, Jr.
Date W. Bibb Lamar, Jr.
President and Chief Executive Officer

November 7, 2008 By: /s/F. Michael Johnson
Date F. Michael Johnson
Chief Financial Officer and Secretary
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Exhibit 3.1

AMENDED AND RESTATED
ARTICLES OF INCORPORATION
OF
BANCTRUST FINANCIAL GROUP, INC.

ARTICLE ONE
The name of the Corporation shall be "BancTrusakaml Group, Inc.”
ARTICLE TWO

(a) Capital Stock. The total number of shares pftahstock which the Corporation shall have autlgdo issue is 20,500,000 shares, consis
of:

(1) 20,000,000 shares of Common Stock with a pkrevaf $.01 per share and (2) 500,000 shares é¢iPeel Stock.

(b) Preferred Stock. Shares of Preferred Stock Inesigsued from time to time in one or more clagseseries as may be determined from time
to time by the Board of Directors, each such ctasseries to be distinctly designated. Except épeet of the particulars fixed by the Board of
Directors for classes or series provided for byBbard of Directors as permitted hereby, all shafd3referred Stock shall be of equal rank
shall be identical. All shares of any one serieBrafferred Stock so designated by the Board ofdiiire shall be alike in every particular,
except that shares of any one series issued atgliff times may differ as to the dates from whiefdénds thereon shall be cumulative. The
voting powers, if any, of each such class or sexigbthe preferences and relative, participatiptipoal and other special rights of each such
class or series and the qualifications, limitatiand restrictions thereof, if any, may differ fréhose of any and all other classes or series ¢
time outstanding; and the Board of Directors of @weporation is hereby expressly granted authaoifyx, by resolutions duly adopted prior to
the issuance of any shares of a particular classries of Preferred Stock so designated by thedBafeDirectors, the voting powers, full or
limited, or no voting powers, and such designatipneferences and relative, participating, opti@radther special rights, and qualifications,
limitations or restrictions of the class or selé®referred Stock, including, but without limititige generality of the foregoing, the following:

(1) The distinctive designation of, and the numtifeshares of Preferred Stock which shall constjtsiieh class or series; such number may be
increased (except where otherwise provided by therdof Directors) or decreased (but not belowntivaber of shares thereof then
outstanding) from time to time by like action o&étBoard of Directors;

(2) The rate and time at which, and the terms amdlitions upon which, dividends, if any, on PrederStock of such class or series shall be
paid, the extent of the preference or relatioanyy, of such dividends to the dividends payablamyother class or classes or series of the sam
or other classes of stock, and whether such didglshall be cumulative or non-cumulative;

(3) The right, if any, of the holders of Preferi@ick of such class or series to convert the sameadr exchange the same for, shares of any
other class or classes or of any series of the sarary other class or classes of stock and timestand conditions of such conversion or
exchange;

(4) Whether or not Preferred Stock of such classedes shall be subject to redemption, and themg@tion price or prices and the time or tir
at which, and the terms and conditions upon whiekferred Stock of such class or series may bernede;

(5) The rights, if any, of the holders of Prefer&dck of such class or series upon the voluntammluntary liquidation of the Corporation;
(6) The terms of the sinking fund or redemptiorporchase account, if any, to be provided for thefd?red Stock of such class or series; and

(7) The voting powers, full or limited, or no vogippowers, of the holders of such class or seriéxefierred Stock. The Board of Directors of
the Corporation is further expressly vested with alathority to make the voting powers, designatipnsferences, rights and qualifications,
limitations or restrictions of any class or sewé®referred Stock dependent upon facts ascertaimaitside these Articles of Incorporation or
of any amendment hereto, or outside the resolaiaesolutions providing for the issue of such ktadopted by the Board of Directors,
provided that the manner in which such facts styadirate upon the voting powers, designations, peées, rights and qualifications,
limitations or restrictions of such class or segé®referred Stock is clearly and expressly sghfim the resolution or resolutions providing for
the issuance of such stock adopted by the Boabirettors.

(c) Board of Directors Authority. Except as othessvprovided in these Articles of Incorporation, Beard of Directors shall have authority to
authorize the issuance, from time to time withaut @ote or other action by the shareholders, of@gll shares of stock of the Corporation of
any class or series at any time authorized, andsaoyrities convertible into or exchangeable for such shares, and any options, rights or
warrants to purchase or acquire any such sharesgcim case to such persons and on such termsdjimglas a dividend or distribution on or
with respect to, or in connection with a split onthination of, the outstanding shares of stockefdame or any other class) as the Board of
Directors from time to time in its discretion lailfumay determine; provided, however, that the ad@stion for the issuance of shares of s



of the Corporation having par value (unless isaageduch a dividend or distribution or in connectidth such a split or combination) shall not
be less than such par value. Shares so issuecbghallly paid stock, and the holders of such stsitkil not be liable for any further call or
assessments thereon.

ARTICLE THREE

The location and mailing address of the Corpor&ianitial registered office, and the name of iititial registered agent at such address, are as
follows:

F. Michael Johnson
BancTrust Financial Group, Inc.
100 St. Joseph Street
Mobile, Alabama 36602

ARTICLE FOUR
The name and address of the incorporator are lasvial

Brooks P. Milling, Esq.
Hand Arendall, L.L.C.
3000 AmSouth Bank Building
Mobile, Alabama 36602

ARTICLE FIVE

() The number of directors which shall constitiiee whole board shall not be less than three noerian thirty. The number of directors
constituting the initial board of directors shadl three (3), and the names and addresses of thengawho are to serve as directors until the
annual meeting of shareholders, or until their sgsors be elected and qualify, are as follows:

W. Bibb Lamar, Jr. F. Michael Johnson
BancTrust Financial Group, Inc. BancTrust FinahGisoup, Inc.
100 St. Joseph Street 100 St. Joseph Street
Mobile, Alabama 36602 Mobile, Alabama 36602

Stephen G. Crawford
Hand Arendall, L.L.C.
3000 AmSouth Bank Building
Mobile, Alabama 36602

(b) The board at the time these Amended and Reésfateles of Incorporation become effective cotsisf nineteen (19) directors. Thereafter,
within the limits above specified and subject te limitation contained in Section 10-2B-8.03(b}lné Alabama Business Corporation Act, the
number of directors shall be determined by resotutif the board of directors. The directors shalkkected at the annual meeting of the
shareholders, except as provided in Subparagrapf (ois Article, and each director elected slhalld office until his successor is elected and
qualified, unless sooner displaced. Directors meste shareholders.

(c) Vacancies and newly created directorships tiegufrom any increase in the authorized numbaetidctors may be filled by a majority of
the directors then in office, though less than argm, or by a sole remaining director, and theales so chosen shall hold office until the r
annual election and until their successors are elglgted and shall qualify, unless sooner displalf¢dere are no directors in office, then an
election of directors may be held in the mannevigled by statute.

ARTICLE SIX

The purpose of the Corporation is to own and halital stock and other ownership interests in statenational banks and other entities
permitted to be owned by bank holding companiebgta registered bank holding company and to enigeggey lawful act or activity which i



now or hereafter permitted to a bank holding comypamother corporation organized under the Alab&usiness Corporation Act (the
"ABCA") or by any other law of Alabama and by thefsicles of Incorporation, and to exercise any aligppowers incidental thereto.

ARTICLE SEVEN

The affirmative vote of the holders of not lesstisaventy-five percent (75%) of the outstandinglstaf the Corporation entitled to vote shall
be required for approval if (1) this Corporationrges or consolidates with any other corporatiguith other corporation and its affiliates in
the aggregate are directly or indirectly the beiafiowners of more than five percent (5%) of thal voting power of all outstanding shares of
the voting stock of this Corporation (such othempowation being herein referred to as a "Relategpb@ation™), or if (2) this Corporation sells
or exchanges all or a substantial part of its agsedr with such Related Corporation, or if (3st@orporation issues or delivers any stock or
other securities of its issue in exchange or payifterany properties or assets of such Related @atjon or securities issued by such Related
Corporation, or in a merger of any affiliate ofgl@orporation with or into such Related Corporatomany of its affiliates; provided, however,
that the foregoing shall not apply to any such ragrgonsolidation, sale or exchange, or issuandeldrery of stock or other securities which
was approved by the affirmative vote of not fewent seventy-five percent (75%) of the directorthif Corporation, nor shall it apply to any
such transaction solely between this Corporatiaharother corporation fifty percent (50%) or mofeéhe voting stock of which is owned by
this Corporation. For the purposes hereof, anliati#" is any person (including a corporation, parship, trust, estate or individual) who
directly, or indirectly through one or more interfigries, controls, or is controlled by, or is undemmon control with, the person specified.
"Control" means the possession, directly or indiyeof the power to direct or cause the directidrthe management and policies of a person,
whether through the ownership of voting securitigscontract, or otherwise; and, in computing teecpntage of outstanding voting stock
beneficially owned by any person, the shares autiétg and the shares owned shall be determinetiths oecord date fixed to determine the
shareholders entitled to vote or express consehtr@spect to such proposal. The shareholder if@ay, required for mergers, consolidations,
sales or exchanges of assets or issuances of@tatker securities not expressly provided foriis fArticle, shall be such as may be required
by applicable law. A "substantial part" of the Cargtion's assets shall mean assets the book vhieich comprises more than twenty perc
(20%) of the book value, or the fair market vald@ievhich comprises more than twenty percent (20%heffair market value, of the total assets
of the Corporation and its subsidiaries taken abale, as of the end of the most recent fiscal yeaied prior to the time the determination is
made.

ARTICLE EIGHT

No action shall be taken by the shareholders exategrh annual or special meeting of shareholdessadtion shall be taken by shareholder:
written consent.

ARTICLE NINE

Special meetings of the shareholders of the Cotiporéor any purpose or purposes may be callediatiane in the manner specified in
Sections 10-2B~.02(a)2 and 7.02(a)(3) of the Alabama Businesp@ation Act, by the Board of Directors, or by ajondy of the members ¢
the Board of Directors, or by a committee of theaBbof Directors which has been duly designatethbyBoard of Directors and whose pow
and authority, as provided in a resolution of tlwail of Directors or in the bylaws of the Corparatiinclude the power to call such meetings,
but such special meetings may not be called byo#imgr person or persons.

ARTICLE TEN
In furtherance and not in limitation of the powamw or hereafter conferred by statute, the Boardimdctors is expressly authorized:
(a) To make, alter or repeal the bylaws of the Gmation.
(b) To authorize and cause to be executed mortgatpbtiens upon the real and personal propertii@forporation.

(c) To set apart out of any of the funds of thepgDoation available for dividends a reserve or nesgfor any proper purpose and to abolish any
such reserve in the manner in which it was created.

(d) By a majority of the whole board, to designate or more committees, each committee to consmi@or more of the directors of the
Corporation. The board may designate one or moeetdirs as alternate members of any committee,mdyoreplace any absent or disquali
member at any meeting of the committee. The bylaayg provide that in the absence or disqualificatiba member of a committee, the
member or members thereof present at any meetihgaindisqualified from voting, whether or not hetleey constitute a quorum, may
unanimously appoint another member of the Boardiadctors to act at the meeting in the place of sugh absent or disqualified member. .
such committee, to the extent provided in the reg&m of the Board of Directors, or in the bylawfgtee Corporation, shall have and may
exercise all the powers and authority of the BadrDirectors to the extent permitted by law.

ARTICLE ELEVEN
(a) Personal Liability of Directors

(1) A director of the Corporation shall not be marally liable to the Corporation or its sharehotdfar monetary damages for any action tal



or any failure to take action, as a director, exdepliability for (i) the amount of a financialmefit received by a Director to which he or she is
not entitled, (ii) an intentional infliction of haxron the Corporation or the shareholders, (iiijjdation of ss. 10-2B-8.33 of the ABCA, (iv) an
intentional violation of criminal law, or (v) a kaeh of the director's duty of loyalty to the Cormtion or its shareholders. If the ABCA is
amended after these Articles of Incorporation deel to authorize corporate action further elimingtor limiting the personal liability of
directors, the liability of a director of the Comation shall be eliminated or limited to the fullestent permitted by the ABCA, as so amended.

(2) Any repeal or modification of the foregoing palbagraph (1) by the shareholders of the Corparatiall not affect adversely any right or
protection of a director of the Corporation exigtat the time of that repeal or modification.

(b) Indemnification.

(1) Actions Against Corporation. The Corporatiomléindemnify any person who was or is a partysathreatened to be made a party to any
threatened, pending or completed claim, actiont,syproceeding, whether civil, criminal, admingtive or investigative, including appeals
(other than an action by or in the right of the @wation in which such person was adjudged liablhé Corporation or any proceeding in
which such person is adjudged liable on the bdsieaeipt of improper personal benefit), by reasbthe fact that he is or was a director or
officer of the Corporation (including, without litaition, conduct with respect to an employee bepddit), or is or was serving at the request of
the Corporation as a director, officer or partrfearmother corporation, partnership, joint venturest or other enterprise, against reasonable
expenses (including attorneys' fees), judgmemesfand amounts paid in settlement and incurrddrbyin connection with such claim, action,
suit or proceeding if he acted in good faith and imanner he reasonably believed to be in or,titibng in his official capacity, not opposed

to the best interests of the Corporation (or ofghgicipants or beneficiaries of an employee biepéin, in the case of conduct with respect to
such a plan), and, with respect to any criminabacbr proceeding, had no reasonable cause tovediis conduct was unlawful. The
termination of any claim, action, suit or proceedby judgment, order, settlement, conviction, oo plea of nolo contendere or its
equivalent, shall not, of itself, be determinatiliat the person did not act in good faith and inaaner which he reasonably believed to be in or
not opposed to the best interests of the Corporaéis the case may be, and with respect to anymaimaction or proceeding, had no reasonable
cause to believe that his conduct was unlawful.

(2) Actions by or in the Right of the Corporatidrhe Corporation shall indemnify any person who wiats a party or is threatened to be made
a party to any threatened, pending or completech¢kaction or suit by or in the right of the Corption to procure a judgment in its favor by
reason of the fact that he is or was a directafficer of the Corporation, or is or was servingta request of the Corporation as a director,
officer or partner of another corporation, parthgsjoint venture, trust or other enterprise agagxpenses (including attorneys' fees)
reasonably incurred by him in connection with tieéetise or settlement of such action or suit ifétechin good faith and in a manner he
reasonably believed to be in or, if not acting ig dfficial capacity, not opposed to the best iests of the Corporation and except that no
indemnification shall be made in respect of anyhstlaim, issue or matter as to which such persafl bhve been adjudged to be liable to the
Corporation, unless and only to the extent thatthat in which such action or suit was broughaoother court of competent jurisdiction shall
determine upon application that, despite the adatain of liability but in view of all circumstansef the case, such person is fairly and
reasonably entitled to indemnity for such expersesuch court shall deem proper.

(3) Successful Defense. To the extent that a direwtofficer of the Corporation has been succéssfihe merits or otherwise in defense of
any action, suit or proceeding referred to in Suageaphs (1) or (2) of Subsection (b) of this AdiEleven, or in defense of any claim, issue or
matter therein, he shall be indemnified against@aable expenses (including attorneys' fees) iedusy him in connection therewith,
notwithstanding that he has not been successfahgrother claim, issue or matter in any such acsait or proceeding.

(4) Determination of Indemnification. Any indemmifition under Subparagraphs (1) or (2) of Subse¢tipof this Article Eleven (unless
ordered by a court of competent jurisdiction) shallmade by the Corporation only as authorizetiérspecific case upon a determination that
indemnification of the director, officer or partrismproper in the circumstances because he hathmapplicable standard of conduct set forth
in Subparagraphs (1) or (2) of Subsection (b) &f Mrticle Eleven. Such determination shall be mgseby the board of directors by a
majority vote of a quorum consisting of directors at the time parties to such claim, action, sujproceeding, or its said committee referre

in this section or (B) if such quorum is not obtdife, by a majority vote of a committee duly deaiga by the directors (with participation in
such designation permitted by directors who aréiggjrconsisting solely of two or more directors abthe time parties thereto, or (C) if such a
guorum is not obtainable, or, even if obtainablguarum of disinterested directors so directs,fBcsl legal counsel selected in accordance
with the Alabama Business Corporation Act, or (P)te shareholders except that shares owned bgtedwnder the control of directors who
are at the time parties to the proceeding may eatdted on the determination. A majority of therslsaremaining entitled to vote on the
determination (that is after the exclusion of thilshares not entitled to be so voted thereondtitates a quorum for the purposes of taking
shareholder action under this Article Eleven.

(5) Advanced Expenses. Expenses (including attafriegs) incurred in defending a civil or crimigddim, action, suit or proceeding may be
paid by the Corporation in advance of the finapdistion of such claim, action, suit or proceedasgauthorized in the manner provided in
Subparagraph (4) of Subsection (b) of this ArtEleven upon (A) receipt of a written affirmation the director or officer seeking the advance
of a good faith belief that he or she has met taedard of conduct required under this Article Elev(B) receipt of an undertaking as an
unlimited general obligation (without the necessitysecurity and without reference to financialliéto make repayment) by or on behalf of
the director or officer to repay such amount if amdhe extent that it shall be ultimately detereurthat he is not entitled to be indemnified by
the Corporation as authorized in this Article Elewad (C) a determination (made by the person i@mope and in the manner specified in
Subparagraph (4) of Subsection (b) of this ArtiEleven) that the facts then known to those makaid determination would not preclude
indemnification under this Article Eleven.

(6) Nor-Exclusiveness. The indemnification authorized by Article Eleven shall not be deemed exclusivard shall be in addition to ai



other right (whether created prior or subsequethacadoption of these Articles of Incorporatiomthich those indemnified may be entitled
under any statute, rule of law, provisions of Adgcof Incorporation, bylaws, agreement, vote @irgholders or disinterested directors, or
otherwise, both as to action in his official cappeind as to action in another capacity while hajdsuch office, and shall continue as to a
person who has ceased to be a director, officpadner and shall inure to the benefit of the h&ixecutors and administrators of such a pe
This Article Eleven does not and shall not be dektodimit or restrict the authority and power bétCorporation to pay or reimburse exper
incurred by such person in connection with hiserdppearance as a witness in a proceeding atarthan he or she has not been made a
named defendant or respondent therein.

(7) Insurance. The Corporation shall have powgrui@hase and maintain insurance or furnish sirpitatection (including, but not limited to,
trust funds, self-insurance reserves, or the litebehalf of any person who is or was a directfficer, employee or agent of the Corporation,
or is or was serving at the request of the Corpmmats a director, officer, partner, employee ardgf another corporation, partnership, joint
venture, trust or other enterprise against anyliiplasserted against him and incurred by himng auch capacity or arising out of his status as
such, whether or not the Corporation would havepthwer to indemnify him against such liability undlee provisions of this Article Eleven.

ARTICLE TWELVE

(a) Nominations for the election of directors amdgmsals for any new business to be taken up adanyal or special meeting of shareholders
may be made by the board of directors of the Catamr or by any shareholder of the Corporationtketito vote generally in the election of
directors. In order for a shareholder of the Coagion to make any such nominations and/or proppkalsr she shall give notice thereof in
writing, delivered or mailed by first class Unit8thtes mail, postage prepaid, to the Secretatyeo€orporation not less than thirty days nor
more than sixty days prior to the date of any smeleting. Each such notice given by a shareholdirnespect to nominations for the election
of directors shall set forth (i) the name, age jiess address and, if known, residence addresscbfr@ominee proposed in such notice, (ii) the
principal occupation or employment of each suchines and (iii) the number of shares of stock ef@orporation which are beneficially
owned by each such nominee. In addition, the sleédtehmaking such nomination shall promptly provais other information reasonably
requested by the Corporation.

(b) Each such notice given by a shareholder t&gwetary with respect to business proposals trdigght before a meeting shall set forth in
writing as to each matter: (i) a brief descriptafrthe business desired to be brought before thetingeand the reasons for conducting such
business at the meeting; (ii) the name and addasgbey appear on the Corporation's books, oétilaesholder proposing such business; (iii)
the class and number of shares of the Corporatiaohnare beneficially owned by the shareholder; @idany material interest of the
shareholder in such business. Notwithstanding amytim these Articles of Incorporation to the camyr, no new business shall be conducted at
the meeting except in accordance with the procedseeforth in this Article.

(c) The Chairman of the annual or special meetinghareholders may, if the facts warrant, deterraime declare to such meeting that a
nomination or proposal was not made in accordarittethe foregoing procedure, and, if he should stenine, he shall so declare to the
meeting and the defective nomination or proposall &fe disregarded and laid over for action atrtéet succeeding special or annual meeting
of the shareholders taking place thirty days orertbereafter. This provision shall not require iloéding of any adjourned or special meeting
of shareholders for the purpose of considering sigfbctive nomination or proposal.

ARTICLE THIRTEEN

The Corporation reserves the right to amend oraleg@y provisions contained in these Articles afdmporation in the manner now or hereafter
prescribed by statute, and all rights conferredhugitareholders herein are granted subject toekervation; provided, however, that the
provisions of Articles Seven, Eight, Nine and Tweebnd this Article Thirteen may not be repealedroended in any respect unless, in add

to other statutory requirements, such repeal omament is approved by either the affirmative vdtéhe holders of not less than seventy-five
percent (75%) of the outstanding stock of the Cafion entitled to vote or the affirmative voteradt less than seventy-five percent (75%) of
the directors.

ARTICLE FOURTEEN

Shareholders of the Corporation shall not havemagmptive right to acquire the Corporation's wesksshares.

ARTICLES OF AMENDMENT
TO
ARTICLES OF INCORPORATION
OF
BANCTRUST FINANCIAL GROUP, INC.



These Articles of Amendment are made and entettecbinthe undersigned on this B@ay of September, 2008 in accordance with Sectien 1
2B-10.03,_Code of Ala(1975).

ARTICLE ONE
The name of the corporation is BancTrust Finan@ialup, Inc.
ARTICLE TWO

The Articles of Incorporation of the corporatiorea@mended by deleting subparagraph (a) of Artigle in its entirety and replacing the se
with the following:

"(a) Capital Stock. The total number of sharesayital stock which the Corporation shall have artitiido issut
is 50,500,000 shares, consisting of: (1) 50,00048&0es of Common Stock with a par value of $.01shere, an
(2) 500,000 shares of Preferred Stock."

ARTICLE THREE
The foregoing amendment was duly adopted by thegozation in the manner prescribed by law on Sepez3b, 2008.
ARTICLE FOUR

(&) The number of outstanding shares entitled te wa the foregoing amendment is 17,653,866 stafresmmon stock. The corporation
no separate voting groups, and 14,657,513 shanesregresented at the meeting.

(b) The shares were voted 12,828,371 shares foasaéndment, 1,795,313 shares against said amehdne83,829 shares abstaining.

IN WITNESS WHEREOF, the undersigned has causecthAdicles of Amendment to be executed by its dadyhorized officer on the day ¢
year first above writter

BANCTRUST FINANCIAL GROUP, INC.

By: /s/ W. Bibb Lamar, Jr.

W. BIBB LAMAR, JR.

Its President and Chief Executive Officer



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. | have reviewed this report on Form 10-Q of BanaT kinancial Group, Inc.;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or omit to
state a material fact necessary to make the statemeade, in light of the circumstances under which
such statements were made, not misleading witreotsp the period covered by this report;

3. Based on my knowledge, the financial statements$ agimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash flofivhe
registrant as of, and for, the periods presentedigreport;

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disate
controls and procedures (as defined in ExchangdR@itts 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrand
have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensutentaterial information relating to the registrant,
including its consolidated subsidiaries, is madevkm to us by others within those entities,
particularly during the period in which this rep@teing prepared;

b) Designed such internal control over financial réipgr; or caused such internal control over finah
reporting to be designed under our supervisiopydvide reasonable assurance regarding the
reliability of financial reporting and the prepacat of financial statements for external purposes i
accordance with generally accepted accounting iples;

C) Evaluated the effectiveness of the registrantslassire controls and procedures and presented in
this report our conclusions about the effectivertgghe disclosure controls and procedures, ake
end of the period covered by this report basedush svaluation; and

d) Disclosed in this report any change in the regmsanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tfter is reasonably likely to materially affettie
registrant's internal control over financial rejragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluation of
internal control over financial reporting, to thegistrant's auditors and the audit committee of the
registrant's board of directors (or persons periiognthe equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably lkel adversely affect the registrant's ability to
record, process, summarize and report financiakinétion; and

b) Any fraud, whether or not material, that involveammagement or other employees who have a
significant role in the registrant's internal cahtover financial reporting.

Date: November 7, 2008
[s/W. Bibb Lamar, Jr.

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




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-Q of BansTRinancial Group, Inc.;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or omit to
state a material fact necessary to make the statemeade, in light of the circumstances under whiaott
statements were made, not misleading with respeabiet period covered by this report;

3. Based on my knowledge, the financial statement$ atimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash flofivhe
registrant as of, and for, the periods presentedigreport;

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disgte
controls and procedures (as defined in ExchangdR@itts 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchangé Rales 13a-15(f) and 15d-15(f)) for the registrantl
have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensutentaterial information relating to the registrant,
including its consolidated subsidiaries, is madevkm to us by others within those entities,
particularly during the period in which this rep@teing prepared;

b) Designed such internal control over financial réipgr or caused such internal control over finahcia
reporting to be designed under our supervisiopydvide reasonable assurance regarding the
reliability of financial reporting and the prepacat of financial statements for external purposes i
accordance with generally accepted accounting iples;

c) Evaluated the effectiveness of the registrantslasire controls and procedures and presentedsin th
report our conclusions about the effectivenessefdisclosure controls and procedures, as of te en
of the period covered by this report based on sweluation; and

d) Disclosed in this report any change in the regmtsanternal control over financial reporting that
occurred during the registrant's most recent figoalrter (the registrant's fourth fiscal quartethia
case of an annual report) that has materially tfter is reasonably likely to materially affettie
registrant's internal control over financial rejragt and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluation of
internal control over financial reporting, to thegistrant's auditors and the audit committee of the
registrant's board of directors (or persons periiognthe equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiov
financial reporting which are reasonably likelyaversely affect the registrant's ability to record
process, summarize and report financial informatéom

b) Any fraud, whether or not material, that involveammagement or other employees who have a
significant role in the registrant's internal cahtover financial reporting.

Date: November 7, 2008
/s/F. Michael Johnson
F. Michael Johnson
Chief Financial Officer




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, |, W. Bibinhg Jr., hereby certify that, to the best of mpwledge, the Quarterly Report on Form 10-
Q of BancTrust Financial Group, Inc. for the fisqalrter ended September 30, 2008 (the "Repotity) damplies with the requirements of
Section 13(a) or Section 15(d) of the Securitieshaxge Act of 1934, and that the information corgdiin the Report fairly presents, in all
material respects, the financial condition and ltesaf operations of BancTrust Financial Group,.Inc

/s/W. Bibb Lamar, Jr.

W. Bibb Lamar, Jr.

President and Chief Executive Officer
November 7, 2008

This certification accompanies this Report on FAGQ pursuant to Section 906 of the Sarbanes-Oxtgyf 2002 and shall not, except to the
extent required by such Act, be deemed filed byGbempany for purposes of Section 18 of the Seesriixchange Act of 1934, as amended
(the "Exchange Act"). Such certification will not bleemed to be incorporated by reference intoiéing inder the Securities Act of 1933, as
amended, or the Exchange Act, except to the egtahthe Company specifically incorporates it bfgrence.



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. Miclabinson, hereby certify that, to the best of mywedge, the Quarterly Report on Form 10-
Q of BancTrust Financial Group, Inc. for the fisqalrter ended September 30, 2008 (the "Repotity) damplies with the requirements of
Section 13(a) or Section 15(d) of the Securitieshiaxge Act of 1934, and that the information corgdiin the Report fairly presents, in all
material respects, the financial condition and ltesaf operations of BancTrust Financial Group,.Inc

/s/F. Michael Johnson
F. Michael Johnson

Chief Financial Officer
November 7, 2008

This certification accompanies this Report on FAGQ pursuant to Section 906 of the Sarbanes-Oxtgyf 2002 and shall not, except to the
extent required by such Act, be deemed filed byGbepany for purposes of Section 18 of the Seesriixchange Act of 1934, as amended
(the "Exchange Act"). Such certification will not bleemed to be incorporated by reference intoiéing inder the Securities Act of 1933, as
amended, or the Exchange Act, except to the egtahthe Company specifically incorporates it bigrence.



