TAYLOR CAPITAL GROUP, INC.
9550 West Higgins Road
Rosemont, Illinois 60018

(847) 653-7978

Dear Stockholder:

You are cordially invited to attend a Special Meeting of Stockholders of Taylor Capital Group, Inc., that
will be held on Monday, September 29, 2008, at 9:00 a.m., central time, at the Standard Club, 320 South
Plymouth Court, Chicago, Illinois, 60604.

On September 4, 2008, we announced that we entered into a securities purchase agreement to sell 2,400,000
shares of 8.0% non-cumulative convertible perpetual preferred stock, Series A, to certain accredited investors,
including certain of our directors, officers and other employees, in a private placement for a total purchase price
of $60 million. The investors in the transaction include Harrison I. Steans and Jennifer W. Steans, certain of their
family members and affiliates, members of the Taylor family and their affiliates, members of our management
and of Cole Taylor Bank’s management, and a number of Chicago-based investment firms and individuals.
Holders of the preferred stock will be entitled to non-cumulative dividends at an annual rate of 8.0% of the
$25.00 per share liquidation preference of the preferred stock, and the preferred stock will be convertible into an
aggregate of 6,000,000 shares of our common stock at a conversion price of $10.00 per share, subject to
adjustment as described in the accompanying proxy statement. The preferred stock transaction will be subject to
a number of closing conditions, including the approval by our stockholders of the proposals set forth in the
accompanying proxy statement and the receipt of any required regulatory and other consents and approvals.

As previously announced, we are also pursuing a private placement to certain accredited investors, including
certain of our directors, officers and other employees, of units consisting of 10% subordinated notes issued by
our wholly-owned subsidiary bank, Cole Taylor Bank, and warrants to purchase an aggregate of 900,000 shares
of our common stock at an exercise price of $10.00 per share (subject to adjustment as described in the
accompanying proxy statement). We are seeking to raise $60 million in additional capital in this unit offering,
and anticipate that it will be consummated concurrently with the preferred stock transaction. The net proceeds of
the preferred stock offering and the subordinated debt and warrant unit offering will be used primarily to
strengthen the balance sheet and regulatory capital of our wholly-owned subsidiary bank, Cole Taylor Bank; for
debt service and dividends payable by us; and to help fund our strategic growth initiative.

We have agreed to appoint Harrison I. Steans and Jennifer W. Steans to serve as directors effective upon the
consummation of the preferred stock transaction, or, if earlier, any closing with respect to the Designated
Preferred as described in the accompanying proxy statement. If the proposals set forth in the accompanying
proxy statement are approved by stockholders at the Special Meeting, then upon the filing of our Third Amended
and Restated Certificate of Incorporation, we will also establish an Executive Committee in accordance with
Section 141(a) of the Delaware General Corporation Law. The Executive Committee will serve for a period of up
to five years from the consummation of the preferred stock transaction and will be comprised of three members
of our Board, who shall consist of (1) Harrison I. Steans, Jennifer W. Steans or a director designated for
nomination by Financial Investments Corporation (“FIC”), a corporation controlled by Harrison I. Steans and
Jennifer W. Steans, (2) a director designated for nomination by the Taylor family and (3) our most senior
executive officer not affiliated with FIC or the Taylor family. It is contemplated that the initial members of the
Executive Committee will be myself (i.e., Bruce W. Taylor), Harrison I. Steans, and Mark A. Hoppe. The powers
and authority of the Executive Committee will be set forth in a proposed Third Amended and Restated Certificate
of Incorporation, which our Board of Directors has approved and recommended for adoption by our stockholders.
In connection with the foregoing matters, our Board of Directors also has approved, and recommended that our
stockholders approve, certain amendments to our Second Amended and Restated By-laws. The proposed
amendments to our Certificate of Incorporation and By-laws are described in the accompanying proxy statement.
In connection with the transaction, we will also enter into a Management Services Agreement with FIC pursuant
to which FIC will receive a warrant to purchase an aggregate of 500,000 shares of our common stock at an
exercise price of $20.00 per share (subject to adjustment) as described in the accompanying proxy statement.



At the Special Meeting, stockholders will be asked to consider and vote upon the following proposals:

1. To approve the issuance of 2,400,000 shares (subject to adjustment as described in the proxy statement)
of our 8.0% non-cumulative convertible perpetual preferred stock, Series A (including the issuance of
the preferred stock to certain of our directors, officers and employees) and the issuance of shares of our
common stock upon conversion of the preferred stock, and the related issuance to FIC of a warrant to
purchase up to 500,000 shares (subject to adjustment as described in the proxy statement) of our
common stock and the issuance of those shares upon exercise of that warrant, all as contemplated by
the Securities Purchase Agreement described in the accompanying proxy statement.

2. To approve the issuance of warrants to purchase up to 900,000 shares (subject to adjustment as
described in the proxy statement) of our common stock (including the issuance of the warrants to
certain of our directors and executive officers) and the issuance of those shares upon exercise of the
warrants, all in connection with our subordinated debt and warrant unit offering.

3. To approve our Third Amended and Restated Certificate of Incorporation which will, among other
things:

e increase the number of authorized shares of our common stock from 18,000,000 to 45,000,000, and
the number of authorized shares of our preferred stock from 5,000,000 to 10,000,000;

e establish the terms of the 8.0% non-cumulative convertible perpetual preferred stock, Series A; and
* establish the powers and authority of the Executive Committee.

4. To approve our Third Amended and Restated By-laws, which will amend our by-laws with respect to,
among other things, stockholder proposal and director nomination procedures and the Executive
Committee structure.

Our Board of Directors (with each of Bruce Taylor, Jeffrey Taylor, Mark Hoppe and M. Hill Hammock
abstaining and not participating in such vote) recommends that stockholders vote “FOR” each of the foregoing
proposals.

Each of these matters is more fully described in the attached Notice of Special Meeting of Stockholders and
the accompanying proxy statement. Members of the Taylor family, who collectively held approximately 44% of
the total voting power of our outstanding shares of common stock as of the Record Date for the Special Meeting,
have agreed to vote their shares of common stock in favor of each of the above proposals at the Special Meeting.

Your vote is important. Regardless of your plans for attending in person, it is important that your shares be
represented at the Special Meeting. On behalf of our Board of Directors, I urge you to vote your shares by
telephone or via the Internet, as explained on the proxy card, or to complete, sign, date and return the enclosed
proxy card in the enclosed stamped envelope. Signing this proxy will not prevent you from voting in person
should you be able to attend the Special Meeting, but will assure that your vote will be counted if for any reason
you are unable to attend.

We look forward to seeing you at the Special Meeting. Thank you for your continued support of the
Company.

Sincerely,

%MJ,D/L

Bruce W. Taylor
Chairman and Chief Executive Officer

Rosemont, Illinois
September 15, 2008



TAYLOR CAPITAL GROUP, INC.
9550 West Higgins Road
Rosemont, Illinois 60018

(847) 653-7978

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To Be Held September 29, 2008

A special meeting of Stockholders of Taylor Capital Group, Inc. will be held at the Standard Club, 320 South
Plymouth Court, Chicago, Illinois, 60604, on Monday, September 29, 2008, at 9:00 a.m., central time, for the purpose
of considering and voting upon the following proposals:

1.

To approve the issuance of 2,400,000 shares (subject to adjustment as described in the accompanying proxy
statement) of our 8.0% non-cumulative convertible perpetual preferred stock, Series A (including the
issuance of the preferred stock to certain of our directors, officers and employees) and the issuance of shares
of our common stock upon conversion of the preferred stock, and the related issuance to Financial
Investments Corporation of a warrant to purchase up to 500,000 shares (subject to adjustment as described in
the proxy statement) of our common stock and the issuance of those shares upon exercise of that warrant, all
as contemplated by the Securities Purchase Agreement described in the accompanying proxy statement.

To approve the issuance of warrants to purchase up to 900,000 shares (subject to adjustment as described in
the proxy statement) of our common stock (including the issuance of the warrants to certain of our directors
and executive officers) and the issuance of those shares upon exercise of the warrants, all in connection with
our subordinated debt and warrant unit offering.

To approve our Third Amended and Restated Certificate of Incorporation which will, among other things:

e increase the number of authorized shares of our common stock from 18,000,000 to 45,000,000, and the
number of authorized shares of our preferred stock from 5,000,000 to 10,000,000;

e establish the terms of Preferred Stock; and
* establish the powers and authority of the Executive Committee.

To approve our Third Amended and Restated By-laws, which will amend our by-laws with respect to, among
other things, stockholder proposal and director nomination procedures and the Executive Committee
structure.

These matters are more fully described in the proxy statement accompanying this notice. The Board of Directors
has fixed the close of business on August 28, 2008 as the Record Date for determining stockholders entitled to notice
of, and to vote at, the Special Meeting and at any adjournments or postponements thereof. Ten days prior to the Special
Meeting, a list of all stockholders entitled to vote at the meeting will be open to the examination of any stockholder for
any purpose germane to the meeting, during ordinary business hours, at our office in Rosemont, Illinois.

A proxy statement, form of proxy and self-addressed envelope are enclosed. Please complete, sign and date the
proxy card, and return it promptly in the enclosed stamped envelope. You may also choose to vote your shares by
telephone or the Internet, as explained on the proxy card. If you attend the meeting, you may withdraw your proxy and
vote in person.

By Order of the Board of Directors,

%MJ,D/L

Bruce W. Taylor
Chairman and Chief Executive Officer

Rosemont, Illinois
September 15, 2008
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TAYLOR CAPITAL GROUP, INC.
9550 West Higgins Road
Rosemont, Illinois 60018

(847) 653-7978

PROXY STATEMENT

For the Special Meeting of Stockholders
To Be Held On Monday, September 29, 2008

Our Board of Directors is soliciting proxies to be voted at the Special Meeting of Stockholders on
September 29, 2008, at 9:00 a.m., central time, and at any adjournments or postponements thereof (the “Special
Meeting”), for the purposes set forth in the attached Notice of Special Meeting of Stockholders. The notice, this
proxy statement and the form of proxy enclosed are first being sent to stockholders on or about September 15,

2008. As used in this proxy statement, the terms “the Company,” “we,” “us” and “our” refer to Taylor Capital
Group, Inc.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS
FOR THE SPECIAL STOCKHOLDERS MEETING TO BE HELD ON SEPTEMBER 29, 2008

The Company’s Proxy Statement for the Special Meeting of
Stockholders to be held on September 29, 2008 is available at:

http://www.taylorcapitalgroup.com
Questions and Answers About These Proxy Materials and the Special Meeting

The following questions and answers briefly discuss some commonly asked questions about these proxy
materials and the Special Meeting. These questions and answers may not address all questions that may be
important to you as a stockholder. You should read carefully this entire proxy statement, including each of the
appendices.

Q: Why am I receiving these materials?

A: Our Board of Directors is providing these proxy materials to you in connection with a Special Meeting of
Stockholders of Taylor Capital Group, Inc., to be held on September 29, 2008. As a stockholder of record of
our common stock as of the close of business on August 28, 2008, you are invited to attend the Special
Meeting, and are entitled to, and requested to, vote on each of the Proposals described in this proxy
statement.

=

Who is soliciting my vote pursuant to this proxy statement?

A: Our Board of Directors is soliciting your vote at the Special Meeting. In addition, certain of our officers and
employees may solicit, or be deemed to be soliciting, your vote.

Q: Who is entitled to vote?

A:  Only stockholders of record of our common stock at the close of business on August 28, 2008 (the “Record
Date”) will be entitled to vote at the Special Meeting.

Q

When and where is the Special Meeting?

A: The Special Meeting will be held at 9:00 a.m., central time, on Monday, September 29, 2008, at the
Standard Club, 320 South Plymouth Court, Chicago, Illinois, 60604. You may obtain directions to the
meeting location so that you may vote in person by calling our principal offices at (847) 653-7978.
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How many shares are eligible to be voted?

As of the Record Date, we had 11,011,184 shares of common stock outstanding. Each outstanding share of
our common stock will entitle its holder to one vote on each matter to be voted on at the Special Meeting.

What am I being asked to vote on?
You are being asked to consider and vote upon the following proposals (the “Proposals™):

1. To approve the issuance of 2,400,000 shares (subject to adjustment as described in this proxy
statement) of our 8.0% non-cumulative convertible perpetual preferred stock, Series A (the ‘“Preferred
Stock™”) (including the issuance of the Preferred Stock to certain of our directors, officers and
employees) and the issuance of shares of our common stock upon conversion of the Preferred Stock,
and the related issuance to Financial Investments Corporation (“FIC”) of a warrant to purchase up to
500,000 shares (subject to adjustment as described in this proxy statement) of our common stock (the
“FIC Warrant”) and the issuance of those shares upon exercise of the FIC Warrant, all as contemplated
by the Securities Purchase Agreement described in this proxy statement.

2. To approve the issuance of warrants to purchase up to 900,000 shares (subject to adjustment as
described in this proxy statement) of our common stock (including the issuance of the warrants to
certain of our directors and executive officers) and the issuance of those shares upon exercise of the
warrants, all in connection with our subordinated debt and warrant unit offering.

3. To approve our Third Amended and Restated Certificate of Incorporation which will, among other
things:

. increase the number of authorized shares of our common stock from 18,000,000 to 45,000,000,
and the number of authorized shares of our preferred stock from 5,000,000 to 10,000,000;

. establish the terms of the Preferred Stock; and
e establish the powers and authority of the Executive Committee.

4. To approve our Third Amended and Restated By-laws, which will amend our by-laws with respect to,
among other things, stockholder proposal and director nomination procedures and the Executive
Committee structure.

What securities will we issue in the transactions?

On September 4, 2008 (after 4:00 p.m., New York time), we entered into a securities purchase agreement to
sell 2,400,000 shares of Preferred Stock to institutional and individual accredited investors, including certain
of our directors, officers and other employees, in a private placement for a total purchase price of $60
million (the “Securities Purchase Agreement”). Holders of the Preferred Stock will be entitled to
non-cumulative dividends at an annual rate of 8.0% of the $25.00 per share liquidation preference of the
Preferred Stock, and the Preferred Stock will be convertible into an aggregate of 6,000,000 shares of our
common stock at a conversion price of $10.00 per share (subject to adjustment as described in this proxy
statement). Under certain circumstances, prior to the issuance of the Preferred Stock, we may issue shares of
our Series B Convertible Preferred Stock (the “Designated Preferred”) pursuant to the Securities Purchase
Agreement, which shares of Designated Preferred will be automatically exchanged for shares of Preferred
Stock upon the approval of the Proposals at the Special Meeting and the filing of the Third Amended and
Restated Certificate of Incorporation with the Secretary of State of the State of Delaware.

In connection with the Preferred Stock transaction, we will also enter into a Management Services
Agreement with FIC, pursuant to which, upon the consummation of the Preferred Stock transaction (or the
Designated Preferred transaction, if applicable), we will issue to FIC the FIC Warrant (i.e., a warrant to
purchase 500,000 shares of our common stock at an exercise price of $20.00 per share (subject to
adjustment as described in this proxy statement)).



We also are pursuing a private placement to accredited investors, including certain of our directors, officers
and other employees, of $60 million in a unit offering, in which each unit consists of (1) a 10% subordinated
note in the principal amount of $1,000, issued by our wholly-owned subsidiary bank, Cole Taylor Bank (the
“Bank”), and (2) a warrant to purchase 15 shares (subject to adjustment as described herein) of our common
stock, which will be exercisable after the Special Meeting whether or not Proposal 2 is approved by the
stockholders at the Special Meeting. The exercise price of the warrants will be $10.00 per share of our
common stock (subject to adjustment as described in this proxy statement), except that at any time prior to
stockholder approval of Proposal 2, the exercise price of such warrants purchased by any of our officers,
directors (other than any person who becomes a director at the closing of the transaction), employees or
consultants will be equal to the closing bid price of our common stock (as reported by Nasdaq) on
September 4, 2008 (the date on which all of the subscription agreements were executed and delivered,
which occurred after 4:00 p.m., New York City time).

Why are we seeking stockholder approval of these items?

Because our common stock is traded on the Nasdaq Global Select Market (which we refer to in this
document as “Nasdaq”), we are subject to the Nasdaq’s rules and regulations. Nasdaq Marketplace Rule
4350(@1)(1)(D)(ii) requires stockholder approval prior to any sale, issuance or potential issuance of shares of
common stock, or securities convertible into or exercisable for shares of common stock, in any private
placement transaction if the number of shares of common stock issued (or issuable upon securities
convertible into or exercisable for shares of common stock) is equal to 20% or more of the shares of
common stock outstanding before the issuance at a price per share less than the greater of the book value
and market value of our common stock, as such values are determined based upon Nasdaq rules and
guidance.

The 6,000,000 shares of common stock issuable upon conversion of the Preferred Stock, 500,000 shares of
common stock issuable upon the exercise of the FIC Warrant, and 900,000 shares of common stock issuable
in the aggregate upon the exercise of all of the unit offering warrants (in each such case subject to
adjustment as described in this proxy statement) would in the aggregate represent far in excess of 20% of
the 11,011,184 outstanding shares of our common stock on September 4, 2008, the date we entered into the
Securities Purchase Agreement for the Preferred Stock offering. The conversion price for the Preferred
Stock and the exercise price of the unit offering warrants will in each case be greater than $8.50, the closing
bid price of our common stock on the date we entered into the letter of intent with respect to this transaction
on Friday, July 25, 2008 (which we publicly announced on July 29, 2008). However, the Preferred Stock
conversion price and the unit offering warrant exercise prices will each be less than the closing bid price and
the book value per share of our common stock on September 4, 2008, the last completed trading day prior to
execution and delivery of the Securities Purchase Agreement. Further, while the exercise price of the FIC
Warrant will also be greater than the price of our common stock on the date we entered into the letter of
intent with respect to this transaction, and will be greater than the closing bid price of our common stock on
September 4, 2008, the last completed trading day prior to execution and delivery of the Securities Purchase
Agreement, it will be less than the book value per share of our common stock on September 4, 2008. On the
date of our entry into the Securities Purchase Agreement (which occurred after 4:00 p.m., New York City
time), the closing bid price per share of our common stock on Nasdaq was $12.75 and the book value of our
common stock was $20.19 per share (based on our stockholders’ equity as of June 30, 2008).

Furthermore, certain of our directors, executive officers and employees will be purchasing shares of
Preferred Stock and unit offering warrants. Under Nasdaq Marketplace Rule 4350(i)(1)(A), the shares of
Preferred Stock and warrants issued to these individuals constitute an equity compensation arrangement
subject to stockholder approval because these securities will be issued with a conversion price and exercise
price, respectively, below the market value of our common stock (i.e., the closing bid price of our common
stock as reported by Nasdaq) on September 4, 2008, the date we entered into the Securities Purchase
Agreement (which occurred after 4:00 p.m., New York City time) and the last completed trading day prior
to the execution and delivery of the subscription agreements for the unit offering. Please see the section of
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this proxy statement captioned “Interests of Certain Persons in Matters to be Acted Upon” for additional
information.

In addition, the proposed Third Amended and Restated Certificate of Incorporation and Third Amended and
Restated By-laws require the approval of our stockholders under Delaware law and the terms of our Second
Amended and Restated Certificate of Incorporation.

How does our Board of Directors recommend that I vote?

Our Board of Directors (with each of Bruce Taylor, Jeffrey Taylor, Mark Hoppe and M. Hill Hammock
abstaining and not participating in such vote) recommends that you vote “FOR” each of the Proposals.
Messrs. Bruce Taylor, Jeffrey Taylor, Hoppe and Hammock did not participate in the Board’s vote to
recommend approval of the Proposals because they are purchasing shares of Preferred Stock in the Preferred
Stock transaction and purchasing units in the unit offering and therefore have an interest in the transactions.
In addition, Messrs. Bruce Taylor, Jeffrey Taylor and Hoppe may have interests different than our
stockholders generally with respect to the Executive Committee contemplated by the proposed Third
Amended and Restated Certificate of Incorporation. For further information regarding their interests in the
transactions, see the section of this proxy statement captioned “Interests of Certain Persons in Matters to be
Acted Upon.”

What if I vote for some of the Proposals, but not all of the Proposals?

All of the Proposals set forth for consideration in this proxy statement are interrelated. If some but not all of
such Proposals are approved, we will not be able to take any action contemplated by any of the Proposals.
Please see the section of this proxy statement captioned “Potential Consequences If the Proposals Are Not
Approved” for more information.

Why is our Board of Directors recommending approval of the Proposals?

In this current banking and credit environment, our management and Board of Directors determined that it
would be prudent to seek significant additional capital to strengthen our balance sheet and bolster our capital
ratios in light of the continuing deterioration in residential real estate market conditions. These difficult
market conditions continue to negatively impact our customers and loan portfolio and have caused us to
substantially increase our allowance for loan losses. Our Board of Directors also concluded that additional
capital would further enable us to execute on our previously announced strategic growth initiative. The
Board considered a variety of other factors, including volatility in the capital markets and general economic
uncertainties, and determined that any process to raise additional capital should be executed promptly and
with a high degree of certainty of completion.

After considering several potential financing and other alternatives, including the possibility of curtailing
the Bank’s growth strategy, our Board of Directors determined that the Preferred Stock transaction and the
subordinated debt and warrant unit offering were the most effective and efficient means to address our
capital needs in a timely manner and were in the best interests of our stockholders. Additionally, our Board
of Directors viewed the role that Harrison I. Steans and Jennifer W. Steans are committed to playing in the
Company as a significant strategic advantage to us. Accordingly, our Board of Directors (with each of Bruce
Taylor, Jeffrey Taylor, Mark Hoppe and M. Hill Hammock abstaining and not participating in such vote)
recommends that stockholders vote “FOR” each of the Proposals contained in this proxy statement.

What happens if stockholders approve the Proposals?

If all of the Proposals are approved by stockholders at the Special Meeting and all other conditions to
closing the Preferred Stock transaction and subordinated note and warrant unit offering are satisfied or
properly waived, the Third Amended and Restated By-laws will become effective, and we will file the Third
Amended and Restated Certificate of Incorporation with the Secretary of State of the State of Delaware, at
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which time it will become effective. Additionally, we expect to consummate the Preferred Stock transaction
and subordinated note and warrant unit offering promptly after that approval (if they have not already been
consummated). At closing of the transaction and offering, we will issue the shares of Preferred Stock and
the units to investors. In return, we expect to receive $120 million in aggregate proceeds, which we intend to
use in the manner described in this proxy statement. We also will enter into the other transaction documents
described in this proxy statement upon closing, including the Management Services Agreement with FIC
and the FIC Warrant to be issued to FIC under that agreement. Please see the section of this proxy statement
captioned “Potential Consequences If the Proposals Are Approved” for more information.

On September 4, 2008, we entered into a voting agreement with certain members of the Taylor family,
including Bruce W. Taylor and Jeffrey W. Taylor, and a trust controlled by certain members of the Taylor
family. Collectively, such Taylor family members and the trust hold approximately 44% of the total voting
power of our outstanding shares of common stock as of the Record Date for the Special Meeting. Pursuant
to the voting agreement, such members of the Taylor family and such trust have agreed to vote their shares
of common stock in favor of each of the Proposals to be considered at the Special Meeting. The execution of
the voting agreement was a condition to the Preferred Stock investors’ execution of the Securities Purchase
Agreement.

What happens if stockholders do not approve the Proposals?

As part of our strategic plan to expand our commercial lending business, since February 2008 we have hired
Mark A. Hoppe as our President and the President and Chief Executive Officer of the Bank, have hired
approximately 40 additional employees and have significantly expanded our commercial lending operations.
While we believe that the expansion of our operations in this manner will enable us to grow and diversify
our business and lead to increased stockholder value, we have been required to expend substantial resources
in order to implement this growth plan and expect to incur additional costs in connection with the
implementation and continuation of the growth plan. If we are unable to successfully consummate the
Preferred Stock transaction and unit offering by September 30, 2008, we likely will not meet minimum
regulatory capital requirements to be considered well-capitalized at the Company and at the Bank, will
significantly reduce our earning asset growth in future periods and will be required to sell assets on terms
that would not be favorable to us. In such case, our business, reputation, ability to remain well-capitalized
and ability to attract and retain qualified personnel likely would be materially adversely affected. We also
would be required to seek additional capital, and we expect that events and circumstances in the capital
markets generally that are beyond our control likely would adversely affect our ability to do so on terms
acceptable to us, if at all.

In the event the Proposals are not approved by our stockholders at the Special Meeting, a majority in interest
of the Preferred Stock investors will have the right to terminate the Securities Purchase Agreement if the
transaction has not already been closed. Upon such a termination by the Preferred Stock investors , we will
be required under the Securities Purchase Agreement to pay FIC a fee of $1.5 million.

If we close the issuance of the Designated Preferred and (1) the Proposals are not approved by our
stockholders, (2) the Third Amended and Restated Certificate of Incorporation including the designation of
the Preferred Stock is not filed with the Secretary of State of the State of Delaware, and (3) all Designated
Preferred has not been exchanged for Preferred Stock, on or prior to November 15, 2008, then dividends
will be deemed to have accrued on the Designated Preferred, on a cumulative basis and compounded
quarterly at an annual rate equal to 16.0% on the liquidation preference of $25.00 per share, from the date of
issuance, and will continue to accrue at that rate.

If we close the issuance of the Designated Preferred and (1) the Proposals are not approved by our
stockholders, (2) the Third Amended and Restated Certificate of Incorporation including the designation of
the Preferred Stock is not filed with the Secretary of State of the State of Delaware, and (3) all Designated
Preferred has not been exchanged for Preferred Stock, on or before December 31, 2008, then (a) we will be
required to pay FIC a fee of $1.5 million, and (b) the holders of at least a majority of the Designated
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Preferred then outstanding may require us to register for resale all of the Designated Preferred and we must
use our reasonable best efforts to cause the listing of the Designated Preferred on a national securities
exchange.

If after the Special Meeting any shares of Designated Preferred remain outstanding, the holders of our
Designated Preferred may convert, in the aggregate, up to that number of shares of Designated Preferred
that would result in the issuance of a number of shares of our common stock equal to 1,301,135 shares,
which represents 19.99% of the 11,011,184 shares of our common stock outstanding immediately prior to
the execution of the Securities Purchase Agreement, less the 900,000 shares of our common stock issuable
upon exercise of the warrants issued in the unit offering.

Regardless of whether the Proposals are approved at the Special Meeting, the unit offering warrants will be
exercisable for 900,000 shares of our common stock (subject to adjustment as described in this proxy
statement) after the Special Meeting.

In any event, we will be required under the Management Services Agreement and Securities Purchase
Agreement to pay FIC an amount equal to all of the reasonable disbursements and out-of-pocket expenses
incurred by or on behalf of FIC and its affiliates in connection with the negotiation and documentation of
the transactions or in connection with services performed for us.

What vote is required to hold the Special Meeting and what are the voting procedures?

Quorum Requirement: Pursuant to Section 2.6 of our Second Amended and Restated By-laws, the presence
at the Special Meeting, in person or by proxy, of holders of at least 35% of our issued and outstanding
shares of common stock as of the Record Date entitled to vote at the Special Meeting will be considered a
quorum for the transaction of business at the Special Meeting. Set forth below is information regarding the
required vote to approve each proposal, assuming the presence of a quorum at the Special Meeting.

Required Votes:

Proposal 1: In accordance with Nasdaq Marketplace Rule 4350(i)(6) and our Second Amended and Restated
By-laws, Proposal 1 to approve the issuance of 2,400,000 shares (subject to adjustment as described in this
proxy statement) of Preferred Stock (including the issuance of the Preferred Stock to certain of our
directors, officers and employees) and the issuance of shares of our common stock upon conversion of the
Preferred Stock, and the related issuance to FIC of a warrant to purchase up to 500,000 shares (subject to
adjustment as described in this proxy statement) of our common stock and the issuance of those shares upon
exercise of the warrant, requires the affirmative vote of the holders of a majority of the shares of our voting
stock, present in person or represented by proxy, with respect to such proposal at the Special Meeting.

Proposal 2: In accordance with Nasdaq Marketplace Rule 4350(i)(6) and our Second Amended and Restated
By-laws, Proposal 2 with respect to the issuance of warrants to purchase up to 900,000 shares (subject to
adjustment as described in this proxy statement) of our common stock (including the issuance of the
warrants to certain of our directors and executive officers) and the issuance of those shares upon exercise of
the warrants, requires the affirmative vote of the holders of a majority of the shares of our voting stock,
present in person or represented by proxy, with respect to such proposal at the Special Meeting.

Proposal 3: In accordance with Section 242(b) of Delaware General Corporation Law, Proposal 3 with
respect to the adoption of the proposed Third Amended and Restated Certificate of Incorporation requires
the approval of a majority of the outstanding shares of common stock entitled to vote thereon.

Proposal 4: In accordance with our Second Amended and Restated By-laws and Second Amended and
Restated Certificate of Incorporation, Proposal 4 with respect to the approval of the proposed Third
Amended and Restated By-laws requires the affirmative vote of the holders of a majority of our total
outstanding voting stock, present in person or represented by proxy, with respect to such proposal at the
Special Meeting.

At the date of this proxy meeting, we do not know of any matters to be raised at the Special Meeting other
than those referred to in this proxy statement. The Proxies named in the proxy card are authorized to vote in
their discretion upon such other matters as may properly come before the meeting or any adjournments or
postponements thereof.



Q

Q

Q

Each outstanding share of our common stock is entitled to one vote on each Proposal at the Special Meeting.
Please see the discussion under the caption “General Information” in this proxy statement for additional
information about the required votes and voting procedures.

What are broker non-votes?

Under the rules of the New York Stock Exchange (“NYSE”), member brokers who hold shares in street
name for customers have the authority to vote on certain “routine” items in the event that they have not
received instructions from the beneficial owners. Under NYSE rules, when a proposal is not a “routine”
matter and a brokerage firm has not received voting instructions from the beneficial owner of the shares
with respect to the proposal, the brokerage firm may not vote the shares for the proposal. None of the
Proposals to be considered at the Special Meeting is considered a “routine” matter. As a result, member
brokers who do not receive instructions from their customers will not be entitled to vote on the non-routine
Proposals, and such broker non-votes will have no effect on the voting on such Proposals. Broker non-votes
will, however, be included for purposes of determining whether a quorum is present at the Annual Meeting.

Are stockholders of the Company entitled to appraisal rights?

Holders of Company common stock are not entitled to appraisal rights under the General Corporation Law
of the State of Delaware in connection with the transactions described in this proxy statement.

How may I cast my vote?

If you are the stockholder of record, you may vote by one of the following four methods (as instructed on
the enclosed proxy card):

e in person at the Special Meeting,

e via the Internet,

* by telephone, or

* by completing, signing, dating and returning the enclosed proxy card in the postage-paid envelope.

The telephone and Internet voting procedures have been set up for your convenience. We encourage you to
save corporate expense by submitting your vote by telephone or via the Internet. The procedures have been
designed to authenticate your identity, to allow you to give voting instructions, and to confirm that those
instructions have been recorded properly. Further information regarding voting by telephone or the via the
Internet is below in the response to the question “How may I cast my vote via the Internet or by telephone?”

Whichever method you use, the Proxies identified on the proxy card will vote the shares of which you are
the stockholder of record in accordance with your instructions. If you submit a proxy card (or submit your
vote by Internet or telephone) without giving specific voting instructions, the Proxies will vote the shares as
recommended by our Board of Directors.

If you hold your shares in “street name” (through a broker, bank or other nominee), that institution will
instruct you as to how your shares may be voted by proxy.

When should I send in my proxy card?

If you vote by completing, dating and returning the your proxy card by mail, you should send in your proxy
card as soon as possible so that your shares will be voted at the Special Meeting.

How may I cast my vote via the Internet or by telephone?

Voting via the Internet: If you are a stockholder of record, you may use the Internet to transmit your vote up
until 11:59 p.m., New York City time, on September 28, 2008. Visit the website address provided on the
proxy card and have your proxy card available when you access the website, and follow the instructions on
the card to obtain your records and to create an electronic voting instruction form.
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Voting by telephone: If you are a stockholder of record, you may call the telephone number indicated on the
proxy card, and use any touch-tone telephone to transmit your vote up until 11:59 p.m., New York City
time, on September 28, 2008. Have your proxy card available when you call and then follow the
instructions. If you hold your shares in “street name” (through a broker, bank or other nominee), that
institution will instruct you as to how your shares may be voted by proxy, including whether telephone or
Internet voting options are available.

How do I vote if I am not the stockholder of record?

If you own your shares in “street name” (through a brokerage account or in another nominee form), you
must provide instructions to the broker or nominee as to how your shares should be voted. Your broker or
nominee will usually provide you with the appropriate instruction forms at the time you receive this proxy
statement. If you own your shares in this manner, you cannot vote in person at the Special Meeting unless
you receive a proxy to do so from the broker or the nominee, and you bring the proxy to the Special
Meeting.

How may I revoke or change my vote?

If you are the record owner of your shares, you may revoke your proxy before it is voted at the Special
Meeting by:

e voting again by telephone or Internet prior to 11:59 p.m., New York City time, on September 28, 2008,
*  submitting a later-dated properly completed proxy card,

e delivering written notice to our Office of the Secretary prior to 5:00 p.m., central time, on September
26, 2008, stating that you are revoking your proxy, or

e attending the Special Meeting and voting your shares in person, but attendance at the Special Meeting
will not, by itself, revoke your proxy.

If your shares are held in street name and you have instructed a broker, bank or other nominee to vote your
shares of our common stock, you may revoke those instructions by following the directions received from
your broker, bank or other nominee to change those instructions.

Who is paying for the costs of this proxy solicitation?

We will bear the cost of preparing, printing and mailing the materials in connection with this solicitation of
proxies. In addition to mailing these materials, our officers and regular employees may, without being
additionally compensated, solicit proxies personally and by mail, telephone, facsimile or electronic
communication. We will reimburse banks and brokers for their reasonable out-of-pocket expenses related to
forwarding proxy materials to beneficial owners of stock or otherwise in connection with this solicitation.
We have engaged MacKenzie Partners, a proxy solicitor, to assist in the distribution of proxies and proxy
solicitation materials, and in the solicitation of proxies. The fee for such services is estimated to be
approximately $7,500 plus expenses.

What happens if the Special Meeting is postponed or adjourned?
Your proxy will still be effective and may be voted at the Special Meeting when it is reconvened. You will
still be able to change or revoke your proxy until it is voted at the reconvened Special Meeting.

What should I do if I receive more than one set of voting materials?

You may receive more than one set of voting materials, including multiple copies of this proxy statement
and multiple proxy cards or voting instruction cards. For example, if you hold your shares in more than one
brokerage account, you will receive a separate voting instruction card for each brokerage account in which
you hold shares. If you are a stockholder of record and your shares are registered in more than one name,
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you will receive more than one proxy card. Please complete, sign, date, and return (or vote via the Internet
or telephone with respect to) each proxy card and voting instruction card that you receive.

What should I do if I have questions?

If you have more questions about the Special Meeting, the Proposals or this proxy statement, or would like
additional copies of this proxy statement or the proxy card, you should contact our Office of the Secretary at
(847) 653-7731.



General Information

This proxy statement is furnished beginning on or about September 15, 2008 to stockholders of Taylor
Capital Group, Inc., a Delaware corporation, in connection with the solicitation by our Board of Directors of
proxies to be voted at the Special Meeting of Stockholders, and at any adjournments or postponements thereof.

The cost of soliciting proxies will be borne by us. Copies of solicitation materials may be furnished to
brokers, custodians, nominees and other fiduciaries for forwarding to beneficial owners of shares of our common
stock and normal handling charges may be paid for such forwarding service. Solicitation of proxies may be made
by us by mail or by personal interview, telephone or facsimile by our directors, officers and other employees,
who will receive no additional compensation for their services. The Company has engaged MacKenzie Partners,
a proxy solicitor, to assist in the distribution of proxies and proxy solicitation materials, and in the solicitation of
proxies. The fee for such services is estimated to be approximately $7,500 plus expenses.

Any stockholder of record giving a proxy pursuant to this solicitation may revoke it prior to exercise of the
proxy by (1) voting again by telephone or Internet prior to 11:59 p.m., New York City time, on September 28,
2008, (2) submitting a later dated properly completed proxy card, (3) delivering written notice of such revocation
to the attention of our Office of the Secretary prior to 5:00 p.m., central time, on September 26, 2008, at our
executive offices at 9550 West Higgins Road, Rosemont, Illinois 60018, or (4) attending the Special Meeting and
voting in person (although attendance at the Special Meeting will not, by itself, revoke a proxy).

Only stockholders of record as of the close of business on August 28, 2008 will be entitled to vote at the
Special Meeting, and each share will have one vote for any matter that may be presented for consideration and
action by stockholders at the Special Meeting. At the close of business on August 28, 2008, there were
11,011,184 shares of our common stock outstanding and entitled to vote at the Special Meeting.

Quorum

The presence at the Special Meeting, in person or by proxy, of holders of 35% of our issued and outstanding
shares of common stock as of the Record Date entitled to vote there at the Special Meeting will be considered a
quorum for the transaction of business at the Special Meeting. If you submit a properly completed proxy or if you
appear at the Special Meeting to vote in person, your shares of common stock will be considered part of the
quorum. If you are a beneficial owner of shares and do not provide your broker, as stockholder of record, with
voting instructions and the broker is a member of NYSE, your broker may not vote your shares and your shares
will constitute broker non-votes with respect to Proposals that are not “routine” matters. None of the Proposals to
be considered at the Special Meeting is considered a “routine” matter. Abstentions and broker non-votes will be
counted as present to determine if a quorum for the transaction of business is present. Once a quorum is present,
voting on specific Proposals may proceed. In the absence of a quorum, the Special Meeting may be adjourned or
postponed by the Chairman of our Board of Directors or our President. Set forth below is information regarding
the required vote to approve each Proposal, assuming the presence of a quorum at the Special Meeting.

Required Votes

Proposal 1 — Approval of the Issuance of Preferred Stock, the FIC Warrant and Shares of Common Stock
Issuable Upon the Conversion of the Preferred Stock and the Exercise of the FIC Warrant

In accordance with Nasdaq Marketplace Rule 4350(i)(6) and our Second Amended and Restated By-laws,
Proposal 1 with respect to the issuance of shares of Preferred Stock (including the issuance of the Preferred Stock
to certain of our directors, officers and employees) and the issuance of shares of our common stock upon
conversion of the Preferred Stock, and the related issuance to FIC of a warrant and the issuance of shares of our
common stock upon exercise of that warrant, requires the affirmative vote of the holders of a majority of the
shares of our voting stock, present in person or represented by proxy, with respect to such proposal at the Special
Meeting. The aggregate number of votes entitled to be cast by all stockholders present in person or represented
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by proxy at the Special Meeting, whether those stockholders vote “For,” “Against” or “Abstain,” will be counted
for purposes of determining the minimum number of affirmative votes required for approval of this Proposal, and
the total number of votes cast “For” this will be counted for purposes of determining whether sufficient
affirmative votes have been cast. An abstention from voting on a matter by a stockholder present in person or
represented by proxy at the meeting will have the same effect as a vote “Against” this Proposal. Broker non-votes
will have no effect on the vote on this Proposal.

Proposal 2 — Approval of the Unit Offering Warrants

In accordance with Nasdaq Marketplace Rule 4350(i)(6) and our Second Amended and Restated By-laws,
Proposal 2 with respect to the issuance of warrants to purchase up to 900,000 shares (subject to adjustment as
provided in the warrants and including the issuance of the warrants to certain of our directors and executive
officers) of our common stock and the issuance of shares of common stock upon exercise of these warrants,
requires the affirmative vote of the holders of a majority of the shares of our voting stock, present in person or
represented by proxy, with respect to such proposal at the Special Meeting. The aggregate number of votes
entitled to be cast by all stockholders present in person or represented by proxy at the Special Meeting, whether
those stockholders vote “For,” “Against” or “Abstain,” will be counted for purposes of determining the minimum
number of affirmative votes required for approval of this Proposal, and the total number of votes cast “For” this
matter will be counted for purposes of determining whether sufficient affirmative votes have been cast. An
abstention from voting on a matter by a stockholder present in person or represented by proxy at the meeting will
have the same effect as a vote “Against” this Proposal. Broker non-votes will have no effect on the vote on this
Proposal.

Proposal 3 — Approval of the Third Amended and Restated Certificate of Incorporation

In accordance with Section 242(b) of Delaware General Corporation Law, Proposal 3 with respect to the
adoption of the proposed Third Amended and Restated Certificate of Incorporation requires the approval of a
majority of the outstanding shares of common stock entitled to vote thereon. The aggregate number of shares of
common stock outstanding as of the Record Date, whether those shares are voted “For,” “Against” or “Abstain”
or are not voted at all, will be counted for purposes of determining the minimum number of affirmative votes
required for approval of this Proposal, and the total number of votes cast “For” this matter will be counted for
purposes of determining whether sufficient affirmative votes have been cast. An abstention from voting on a
matter by a stockholder present in person or represented by proxy at the meeting will have the same legal effect
as a vote “Against” this Proposal. Broker non-votes will also have the same effect as a vote “Against” this
Proposal.

Proposal 4 — Approval of the Third Amended and Restated By-laws

In accordance with our Second Amended and Restated By-laws, Proposal 4 with respect to the approval of
the proposed Third Amended and Restated By-laws requires the affirmative vote of the holders of a majority of
our total outstanding voting stock, present in person or represented by proxy, at the Special Meeting. The
aggregate number of votes entitled to be cast by all stockholders present in person or represented by proxy at the
Special Meeting, whether those stockholders vote “For,” “Against” or “Abstain,” will be counted for purposes of
determining the minimum number of affirmative votes required for approval of this Proposal, and the total
number of votes cast “For” this matter will be counted for purposes of determining whether sufficient affirmative
votes have been cast. An abstention from voting on a matter by a stockholder present in person or represented by
proxy at the meeting will have the same effect as a vote “Against” this Proposal. Broker non-votes will have no
effect on the vote on this Proposal.

Voting Agreement

On September 4, 2008, we entered into a voting agreement with certain members of the Taylor family,
including Bruce W. Taylor and Jeffrey W. Taylor, and a trust controlled by certain members of the Taylor
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family. Collectively, such Taylor family members and the trust held approximately 44% of the total voting power
of our outstanding shares of common stock as of the Record Date for the Special Meeting. Pursuant to the voting
agreement, they have agreed to vote their shares of common stock in favor of each of the Proposals to be
considered at the Special Meeting. The execution of the voting agreement was a condition to the execution of the
Securities Purchase Agreement.

Proxy Information

Proxies properly executed and received by us prior to the Special Meeting and not revoked will be voted as
directed therein on all matters presented at the meeting, or any adjournments or postponements thereof. In the
absence of specific direction from a stockholder, properly executed and delivered proxies will be voted for the
approval of each of the Proposals contained in this proxy statement.

If your shares are held in a stock brokerage account or by a bank or other nominee (sometimes referred to as
being held in “street name”), you are considered the beneficial owner of those shares. Your broker, bank or other
nominee is considered the stockholder of record of those shares and is required to forward these proxy materials
to you. As the beneficial owner, you have the right to direct your broker, bank or other nominee how to vote, and
you are also invited to attend the Special Meeting. However, because you are not the stockholder of record, you
may not directly vote those shares unless you obtain a signed proxy from the record holder giving you the right to
do so. Your broker, bank or other nominee has enclosed or provided a voting instruction card for you to use in
directing it how to vote your shares.

Financial Advisor

Our Board of Directors, on our behalf, engaged Keefe, Bruyette & Woods, Inc., an investment banking firm,
to render financial advisory services in connection with the transactions. Keefe, Bruyette & Woods, Inc. assisted
us in evaluating our short- and long-term capital planning requirements and analyzed a variety of alternative
capital transactions. As financial advisor, Keefe, Bruyette & Woods, Inc. will receive an advisory fee of
$2,750,000. An affiliate of Keefe, Bruyette & Woods, Inc. has agreed to purchase 136,000 shares of Preferred
Stock on the same terms and conditions as the other investors in the Preferred Stock transaction.

Cautionary Note Regarding Forward-Looking Statements

Certain statements included in this proxy statement are “forward-looking statements” intended to qualify for
the safe harbors from liability established by the Private Securities Litigation Reform Act of 1995, including
statements about the proposed terms, timing, completion and effects of the proposed transactions and the other
matters described herein. We may not be able to complete either or both of the Preferred Stock transaction and
subordinated debt and warrant unit offering on the terms described herein or other acceptable terms or at all
because of a number of factors, including the failure of the parties to receive any required regulatory approvals or
the failure to satisfy other closing conditions, even if all of the Proposals are approved by our stockholders at the
Special Meeting. Factors that may affect our business or financial results are described in our filings with the
Securities and Exchange Commission, including those described under the caption “Risk Factors” in our Annual
Report on Form 10-K for the year ended December 31, 2007 and our Quarterly Report on Form 10-Q for the
period ended June 30, 2008. We urge you to consider these risks carefully in evaluating the forward-looking
statements made herein and caution you to not place undue reliance on such forward-looking statements. The
forward-looking statements included herein are only made as of the date of this proxy statement and, except as
required by the federal securities laws, we disclaim any obligation to publicly update such forward-looking
statements to reflect subsequent events or circumstances or for any other reason.
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PROPOSAL 1

Approval of the Issuance of the Preferred Stock and the FIC Warrant

This Proposal 1 contemplates the approval of the issuance of 2,400,000 shares (subject to adjustment as
described in this proxy statement) of the Preferred Stock (including the issuance of the Preferred Stock to certain
of our directors, officers and employees) and the issuance of shares of our common stock upon conversion of the
Preferred Stock, and the related issuance to FIC of a warrant to purchase up to 500,000 shares (subject to
adjustment as described in this proxy statement) of our common stock and the issuance of those shares upon
exercise of that warrant, all as contemplated by the Securities Purchase Agreement.

As we have previously disclosed, as part of our strategic plan to expand our commercial lending business, in
February 2008 we hired Mark A. Hoppe as our President and the President and Chief Executive Officer of the
Bank. Since that time, we have hired approximately 40 additional employees and have significantly expanded our
commercial lending operations. While we believe that the expansion of our operations in this manner will enable
us to grow and diversify our business, which we expect to lead to increased stockholder value, we have been
required to expend substantial resources in order to implement this plan. At the same time, the impact of the
sustained downturn in the residential real estate market has caused us to incur significantly greater losses in our
residential real estate loan portfolio than our historical experience. We expect that the depressed residential real
estate market, the lack of liquidity in the real estate market and difficult general economic conditions will
continue to impact our business, and accordingly have increased our provision for loan losses, nonperforming
loans and other nonperforming asset expenses. As a result of these factors, our Board of Directors undertook a
process to re-evaluate our short- and long-term capital requirements. Our Board of Directors, on behalf of the
Company, engaged Keefe, Bruyette & Woods, Inc. as financial advisor, to assist us in this process.

From this evaluation, our Board of Directors determined that it would be prudent to seek significant
additional capital in the near term to strengthen our balance sheet and to ensure that we and the Bank remain
“well-capitalized” under applicable bank regulatory guidance for bank holding companies and banks. Our Board
of Directors also concluded that additional capital would further enable us to execute more effectively on our
strategic growth initiative. The Board of Directors considered a variety of other factors, including capital markets
volatility and general economic uncertainties, and determined that any process to raise additional capital be
executed promptly and with a high degree of certainty of completion. Our ability to fulfill our strategic plan and
meet minimum regulatory capital requirements to be considered well-capitalized at the Company and at the Bank
as of September 30, 2008 will be dependent on us being able to consummate these transactions. If we are unable
to successfully consummate these transactions, we expect our earning asset growth to significantly decrease in
future periods and we likely will be required to sell assets on terms not favorable to us.

Our Board of Directors directed Keefe, Bruyette & Woods, Inc. and management to analyze a variety of
different possible capital transactions, with an objective of assessing fully all reasonably available funding
alternatives, including the Preferred Stock transaction. After exploring and considering a broad range of potential
financing and other alternatives, our Board of Directors determined that the Preferred Stock transaction and the
subordinated debt and warrant unit offering described in this proxy statement were the most effective means to
address our capital needs on a timely basis and were in the best interests of our stockholders. Among other
things, our Board of Directors considered the terms of the transactions relative to recent transactions undertaken
by other bank holding companies, the strong reputation of Harrison I. Steans and Jennifer W. Steans in the
banking industry and the potential business synergies that could be achieved through an investment in the
Company by them. Further, our Board of Directors believed that these transactions would proceed on an
expedited basis. As a result, our Board of Directors directed management to finalize the structure and negotiate
the transactions to effect a capital infusion to the Company and the Bank prior to the end of the third quarter of
2008.
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The Preferred Stock

In connection with the Preferred Stock transaction, our Board of Directors (with each of Bruce Taylor,
Jeffrey Taylor, Mark Hoppe and M. Hill Hammock abstaining and not participating in such vote) authorized us to
enter into the Securities Purchase Agreement to sell 2,400,000 shares of the Preferred Stock to certain accredited
investors, including certain of our directors, officers and other employees, in a private placement for a total
purchase price of $60 million. The investors in the Preferred Stock transaction will include Harrison 1. Steans and
Jennifer W. Steans, certain of their family members and affiliates, certain of our executive officers and directors
and other unrelated accredited investors. Holders of the Preferred Stock will be entitled to dividends at an annual
rate of 8.0% of the $25.00 per share liquidation preference of the Preferred Stock, and the Preferred Stock will be
convertible into a total of 6,000,000 shares of our common stock at a conversion price of $10.00 per share
(subject to adjustment as described below).

Because our common stock is traded on the Nasdaq, we are subject to the Nasdaq’s rules and regulations.
Nasdaq Marketplace Rule 4350(i)(1)(D)(ii) requires stockholder approval prior to any sale, issuance or potential
issuance of shares of common stock, or securities convertible into or exercisable for shares of common stock, in
any private placement transaction if the number of shares of common stock (or securities convertible into or
exercisable for shares of common stock) is equal to 20% or more of the shares of common stock outstanding
before the issuance at a price per share less than the greater of book or market value of our common stock.

The 6,000,000 shares of common stock issuable upon conversion of the Preferred Stock would exceed 20%
of the number of shares of our common stock outstanding. The conversion price of $10.00 per share for the
Preferred Stock will be greater than $8.50, the closing bid price of our common stock on the date we entered into
the letter of intent with respect to this transaction on July 25, 2008. However, the Preferred Stock conversion
price will be less than the closing bid price and book value per share of our common stock on September 4, 2008,
the last completed trading day prior to the execution and delivery of the Securities Purchase Agreement (which
was executed and delivered after 4:00 p.m., New York City time). On the date of our entry into the Securities
Purchase Agreement, the closing bid price per share of our common stock on Nasdaq was $12.75, and the book
value per share of our common stock was $20.11 per share (based upon our stockholders’ equity as of June 30,
2008). Accordingly, stockholder approval is required in order for the Preferred Stock to be issued and the
Preferred Stock transaction to be consummated. Furthermore, as described in the section of this proxy statement
captioned “Interests of Certain Persons in Matters to be Acted Upon,” certain of our directors, officers and other
employees will be purchasing shares of Preferred Stock in the transaction. Under Nasdaq Marketplace Rule
4350(1)(1)(A), the shares of Preferred Stock issued to these individuals constitute a compensation arrangement
subject to stockholder approval because such shares will be issued at a conversion price below the market value
of our common stock (i.e., the closing bid price of our common stock as reported by Nasdaq). Please see the
section of this proxy statement captioned “Interests of Certain Persons in Matters to be Acted Upon,” including
the table thereunder entitled “New Plan Benefits,” for additional information regarding the benefits that will be
received by certain of our directors, officers and employees as a result of this compensation arrangement.

The following is a summary of the material terms and provisions of the preferences, limitations, voting
powers and relative rights of the Preferred Stock as contained in paragraph C of Article FOURTH of the Third
Amended and Restated Certificate of Incorporation. A copy of the Third Amended and Restated Certificate of
Incorporation is attached to this proxy statement as Appendix A and is incorporated by reference herein.
Stockholders are urged to carefully read the Third Amended and Restated Certificate of Incorporation in its
entirety. Although we believe this summary covers the material terms and provisions of the Preferred Stock as
contained in Third Amended and Restated Certificate of Incorporation, it may not contain all of the information
that is important to you.

Authorized Shares and Liquidation Preference. We will be authorized to designate 10,000,000 shares of
preferred stock, of which 2,400,000 shares will be designated as Preferred Stock (i.e., 8.0% non-cumulative
convertible perpetual preferred stock, Series A), which Preferred Stock will have a par value of $0.01 per share
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and a liquidation preference of $25.00 per share. In the event that the Designated Preferred is issued and the
Preferred Stock is not exchanged therefor by November 15, 2008, the number of shares of Preferred Stock
authorized and issued in exchange for such Designated Preferred will be increased to adjust for the amount of
accrued and unpaid dividends with respect to such Designated Preferred.

Ranking. The Preferred Stock will rank senior to our common stock and any other class or series of our
stock now existing or hereafter authorized with respect to the payment of dividends and/or the distribution of
assets on liquidation, dissolution or winding up of our affairs.

Dividends. Holders of Preferred Stock will be entitled to receive, when, as and if declared by our Board of
Directors, non-cumulative dividends at an annual rate of 8.0% of the $25.00 per share liquidation preference,
payable quarterly in arrears. Dividends will cease to be payable on the Preferred Stock upon the earliest to the
following:

e the first date on which the volume weighted average price of our common stock has exceeded 200% of
the then-applicable conversion price of the Preferred Stock for at least 20 trading days within any
period of 30 consecutive trading days after the second anniversary of the closing of the Preferred Stock
transaction;

e the first date on which the volume weighted average price of our common stock has exceeded 130% of
the then applicable conversion price of the Preferred Stock for at least 20 trading days within any
period of 30 consecutive trading days after the third anniversary of the closing of the Preferred Stock
transaction; or

e the fifth anniversary of the issuance of the Preferred Stock; provided that, if our Board of Directors
shall determine to pay any cash or non-cash dividends on shares of our common stock on or after the
earliest of the foregoing dates, the holders of Preferred Stock shall be entitled to receive cash or
non-cash dividends in an amount and of kind equal to the dividends or distributions that would have
been payable to such holder if such holder had converted into our common stock immediately prior to
the record date for such dividend.

Dividends on the Preferred Stock will be non-cumulative. If our Board of Directors does not declare a
dividend on the Preferred Stock in respect of any dividend period, the holders of the Preferred Stock will have no
right to receive any dividend for that dividend period, and we will have no obligation to pay a dividend for that
dividend period.

Subject to limited exceptions, if full quarterly dividends payable on all outstanding shares of the Preferred
Stock for any dividend period have not been declared and paid or declared and a sum sufficient for the payment
of those dividends has not been set aside for such dividend period, we will not be permitted to declare or pay
dividends with respect to, or redeem, purchase, acquire or make a liquidation payment or distributions relating to,
any of our common stock or other junior securities during the next succeeding dividend period, or make any
related guarantee payment.

Liquidation. In the event we voluntarily or involuntarily liquidate, dissolve or wind up, the holders of the
Preferred Stock will be entitled, before any distribution or payment out of our assets may be made to or set aside
for the holders of any of our junior capital stock and subject to the rights of our creditors, to receive a liquidation
distribution in an amount equal to $25.00 per share, plus any accrued but unpaid dividends. A merger,
consolidation or sale of all or substantially all of our assets is deemed to be a liquidation for purposes of the
preceding sentence.

Optional Conversion. Each holder of Preferred Stock will have the right, at such holder’s option, to convert
all or any portion of such holder’s Preferred Stock at any time into 2.5 shares of our common stock, subject to
adjustments for stock splits, stock dividends, stock combinations, recapitalizations and distributions of assets.
However, other than Steans family members, Taylor family members and their respective affiliates, holders of
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Preferred Stock may not convert any of their Preferred Stock if such conversion would cause the holder, together
with its affiliates, to beneficially own a number of shares of our common stock which would exceed 9.99% of our
then outstanding common stock (the “Preferred Stock Blocker”), excluding for purposes of such determination
shares of our common stock issuable upon conversion of the Preferred Stock which are not being converted by
the holder or issuable upon exercise or conversion of unexercised or unconverted securities of us subject to a
similar restriction on holding a number of shares of common stock; provided that, such restriction will not apply
in certain circumstances after the announcement of possible sale or merger or in connection with the mandatory
conversion of the Preferred Stock.

Mandatory Conversion. We have the right, at our option, to cause some or all of the shares of Preferred
Stock to be converted into shares of our common stock, upon the earliest to occur of:

e the fifth anniversary of the issuance of the Preferred Stock; and

e the first date following the date on which dividends cease to be payable on the Preferred Stock, as set
forth above, upon which the outstanding shares of Preferred Stock represent less than 10% of the total
combined voting power of all outstanding shares of all classes of our capital stock that are then entitled
to vote in matters presented to a vote of our stockholders generally.

Voting Rights. Each share of Preferred Stock will entitle its holder to vote on all matters voted on by holders
of the capital stock of the Company into which such share of the Preferred Stock is convertible, voting together
as a single class with the other shares entitled to vote, at all meetings of stockholders of the Company, including
with respect to the election of directors. With respect to any such vote in which the holders of Preferred Stock
participate, each share of Preferred Stock will entitle the holder thereof to cast the number of votes equal to the
lesser of (A) the number of votes which could be cast in such vote by a holder of the number of shares of capital
stock of the Company into which such share of Preferred Stock will be convertible on the record date for such
vote (after giving effect to the Preferred Stock Blocker); or (B) 1.961 votes (subject to adjustment for stock splits,
combinations or reclassifications).

Consent Rights. The consent of the holders of a majority of the outstanding shares of Preferred Stock will be
required to:

e authorize us to issue any capital stock or securities exchangeable for capital stock that is senior to or in
parity with the Preferred Stock as to dividend payments or rights upon liquidation;

e issue any shares of Preferred Stock;
¢ increase the authorized number of shares of Preferred Stock;

e enter into any agreement that would conflict in any material respect with the rights or preferences of
the Preferred Stock;

e amend our Certificate of Incorporation or By-laws, if such amendment would adversely alter the rights,
powers or preferences of the holders of Preferred Stock; or

e amend or waive any provision of the Preferred Stock as contained in the Third Amended and Restated
Certificate of Incorporation.

Preemptive Rights. For so long as either (a) 800,000 shares of Preferred Stock are outstanding (subject to
customary anti-dilution adjustments), or (b) the outstanding shares of Preferred Stock represent 10% or more of
the total combined voting power of all outstanding shares of our capital stock, each holder of Preferred Stock will
have the preemptive right to purchase a pro rata portion of certain new securities issued by us.
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The FIC Warrant

In connection with the Securities Purchase Agreement, we will enter into a Management Services
Agreement with FIC, pursuant to which we will issue to FIC a warrant to purchase up to 500,000 shares of our
common stock at an exercise price of $20.00 per share (subject to adjustment of exercise price and number of
shares of common stock purchasable in the event of certain business combinations, share reclassifications and
other events, to account for the kind and amount of consideration received by the holders of our common stock in
connection with such event). The exercise price of $20.00 per share will be greater than $8.50, the closing bid
price of our common stock on the date we entered into the letter of intent with respect to this transaction on
July 25, 2008, and will be greater than the closing bid price of our common stock on September 4, 2008, the date
on which we entered into the Securities Purchase Agreement (which was executed after 4:00 p.m., New York
City time), but will be less than the book value per share of our common stock on that date. The FIC Warrant will
be exercisable for a period of 10 years following the closing of the Preferred Stock transaction. The FIC Warrant
is not transferable or assignable after its initial issuance. The shares of our common stock issuable upon the
exercise of the FIC Warrant may be registered for public resale pursuant to the terms of the Registration Rights
Agreement described below.

The foregoing is a summary of the material terms of the FIC Warrant and is qualified in its entirety by
reference to that document, a copy which is attached as Appendix E to this proxy statement and is incorporated
by reference herein.

The Securities Purchase Agreement

The following is a summary of the material terms of the Securities Purchase Agreement and is qualified in
its entirety by reference to that document, a copy of which is attached as Appendix C to this proxy statement and
is incorporated by reference herein. You should read the Securities Purchase Agreement (including the exhibits
thereto) in its entirety because it, and not this proxy statement, is the legal document that governs the issuance of
the Preferred Stock.

Purchase and Sale of Preferred Stock. Under the Securities Purchase Agreement, we agreed to issue and sell
to each of the investors listed on the Schedule of Buyers attached to the Securities Purchase Agreement (each, a
“Preferred Stock investor”), and each Preferred Stock investor agreed to purchase from us, a specified number of
shares of Preferred Stock.

Representations and Warranties. In the Securities Purchase Agreement, we made customary representations
and warranties to the Preferred Stock investors relating to us, our business and our capital stock, including with
respect to the shares of Preferred Stock to be issued to the Preferred Stock investors in connection with the
Securities Purchase Agreement. The representations and warranties in the Securities Purchase Agreement were
made for purposes of the Securities Purchase Agreement and are subject to the qualifications and limitations set
forth in the Securities Purchase Agreement. In addition, certain representations and warranties were made as of a
specific date, may be subject to a standard of materiality different from what might be viewed as material to
stockholders, or may have been used for purposes of allocating risk between the respective parties rather than
establishing matters as facts. The representations and warranties and other provisions of the Securities Purchase
Agreement should not be read alone, but instead should only be read together with the information provided
elsewhere in this proxy statement.

Covenants. In the Securities Purchase Agreement, we agreed to call and hold a special meeting of our
stockholders, as promptly as reasonably practicable after the SEC staff confirms that it has no further comments
on this proxy statement or we otherwise determine in good faith that this proxy statement will not be reviewed by
the SEC staff. We also agreed that if we do not obtain stockholder approval of the Proposals at the Special
Meeting, upon the request of a majority of the Preferred Stock investors, we will seek to obtain such stockholder
approval at any subsequent meeting of our stockholders until stockholder approval is obtained. In addition, we
agreed to prepare and file this proxy statement with the SEC, as well as any necessary amendments or
supplements.
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Pursuant to the Securities Purchase Agreement, we also agreed to a number of covenants requiring us to
take certain actions related to the conduct of our business and the reservation and continued listing of our
common stock on the Nasdaq. In addition, in connection with the consummation of the offering, we have agreed
to, among other things:

e provide authorized representatives of the Preferred Stock investors with access to certain information
in order to evaluate the transaction;

e use reasonable best efforts to satisfy all covenants and closing conditions, including the use of
reasonable best efforts with respect to a closing of the Designated Preferred;

e obtain all material contractual and required regulatory consents to consummate the transaction;
* take certain actions regarding the use of proceeds from the transaction;

e enter into the Registration Rights Agreement attached as Exhibit F to the Securities Purchase
Agreement (as described below);

e enter into the Management Services Agreement with FIC and issue the FIC Warrant to FIC;
e allow certain equity award recommendations;
e amend and restate our Second Amended and Restated By-laws (as described below); and

e take all actions necessary to enforce the provisions of the voting agreement (as described above).

Further, we agreed that our Board of Directors shall take all necessary action so that Harrison I. Steans and
Jennifer W. Steans will be appointed to our Board of Directors, each with a term commencing immediately
following the closing of the Preferred Stock transaction and ending at the next annual meeting of our
stockholders, and we agreed to execute and deliver an indemnification agreement with each of them. We also
agreed that our Board of Directors shall take all action necessary so that the size of the Board of Directors, after
the appointment of Harrison I. Steans and Jennifer W. Steans, shall be 13 directors.

Registration Rights. We agreed to enter into a Registration Rights Agreement with the Preferred Stock
investors, members of the Taylor family and FIC. The Registration Rights Agreement will grant certain demand and
“piggyback” registration rights with respect to (1) shares of our common stock then owned (a) by such persons if
they are our officers, directors or 10% stockholders or (b) by the affiliates or immediate family members of any
such person, and (2) shares of our common stock issued or issuable upon the conversion or exercise of shares of
Preferred Stock, Designated Preferred or warrants. This Registration Rights Agreement will replace and supersede
the registration rights agreement previously entered into between members of the Taylor family and the Company,
which also provided members of the Taylor family with demand and “piggyback” registration rights. In addition, if
the Designated Preferred is issued and we fail to obtain the requisite stockholder approval for the Third Amended
and Restated Certificate of Incorporation or the Third Amended and Restated Certificate of Incorporation otherwise
is not filed with the Secretary of State of the State of Delaware prior to January 1, 2009, then the Preferred Stock
investors may require us to register for resale all of their Designated Preferred and use our reasonable best efforts to
list the Designated Preferred on a national securities exchange.

The foregoing is a summary of the material terms of the Registration Rights Agreement and is qualified in
its entirety by reference to that document, a copy of which is attached as Exhibit F to the Securities Purchase
Agreement, attached to this proxy statement as Appendix C and is incorporated by reference herein.

Issuance of Designated Preferred Upon a Potential Delay. Under the Securities Purchase Agreement, we
agreed to issue 2,400,000 shares of Designated Preferred in advance of the approval by our stockholders of the
issuance of the Preferred Stock at a special meeting in certain circumstances if the parties determine that a
stockholders meeting called for the purpose of approving the issuance of the Preferred Stock is not reasonably
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expected to occur on or before September 29, 2008, and the stockholder approval has not been obtained on or
before September 30, 2008; provided that all applicable closing conditions (other than the receipt of stockholder
approval and the filing of the Third Amended and Restated Certificate of Incorporation) have been satisfied or
waived. The purpose of the Designated Preferred issuance is to enable the parties to fund the transaction prior to
the end of the third quarter of 2008 even if a special meeting of stockholders cannot be convened within that time
period. Our ability to support our growth initiative and meet minimum regulatory capital requirements to be
considered well-capitalized at the Bank as of September 30, 2008 is dependent on us being able to consummate
these transactions, either through the transaction to be approved by our stockholders at the Special Meeting or
through the issuance of the Designated Preferred.

In the event the Designated Preferred is issued under the Securities Purchase Agreement, we will be
required to use our reasonable best efforts to convene a stockholders meeting to approve the issuance of the
Preferred Stock. Upon such approval, the shares of Designated Preferred will automatically be exchanged for
shares of Preferred Stock. If the Designated Preferred is issued and we fail to obtain the requisite stockholder
approval for the issuance of the Preferred Stock by December 31, 2008, we will be required to pay FIC the
Company Fee (as defined below). In such circumstances we may also be required to register the Designated
Preferred and list it on a national securities exchange as described above under “Registration Rights Agreement.”
In the event that a closing with respect to the Designated Preferred is consummated prior to obtaining
stockholder approval, no party will have the right to terminate the Securities Purchase Agreement. Please see the
section of this proxy statement captioned “Description of the Designated Preferred” for additional information.

Closing Conditions. The Company’s and the Preferred Stock investors’ obligations under the Securities
Purchase Agreement are subject to the receipt by the Company of the required stockholder, governmental and
regulatory approvals, as well as the absence of an injunction or other governmental restraint. The Company’s
obligation to consummate the transactions contemplated by the Securities Purchase Agreement is subject to the
execution by the Preferred Stock investors of the relevant transaction documents, the payment of the purchase
price by each Preferred Stock investor and the satisfaction by each Preferred Stock investor of its covenants,
agreements and conditions under the Securities Purchase Agreement. The Preferred Stock investors’ obligations
to consummate the transactions and acquire the Preferred Stock (or the Designated Preferred, if applicable) are
subject to the following conditions, among others:

e the execution by the Company of the relevant transaction documents;

e the delivery by the Company of duly executed stock certificates representing the shares of Preferred
Stock (or the Designated Preferred, if applicable);

e the filing of the Third Amended and Restated Certificate of Incorporation with the Secretary of State of
the State of Delaware and the establishment of the Executive Committee (this condition is not required
to consummate the acquisition of the Designated Preferred);

* the performance, satisfaction and compliance in all material respects by the Company of each of its
covenants and agreements contained in the Securities Purchase Agreement;

e certain of the representations and warranties of the Company being true and correct in all material
respects as of the closing of the transaction and certain of the representations and warranties of the
Company being true and correct in all respects, except where the failure to be true and correct would
have no material adverse effect;

e the appointment of Harrison I. Steans and Jennifer W. Steans to the Board of Directors, with such
appointments to be effective immediately following the closing of the transaction, the execution of
indemnification agreements with each of them, and the size of the Board of Directors, after the
appointment of Harrison I. Steans and Jennifer W. Steans, being not larger than 13 directors;

e the delivery of the Management Services Agreement (described below) with FIC and granting of the
FIC Warrant and cash fee payable thereunder;

* the delivery of required legal opinions and officer certificates;

e the delivery of any required contractual and regulatory consents, including consent of our lender under
our senior credit facility;
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e the concurrent consummation of the subordinated debt and warrant unit offering, or the receipt by the
Company of non-binding commitments or indications of interest with respect to not less than $30
million with respect to such offering;

e the adoption of the Third Amended and Restated By-laws; and

» the absence of a Material Adverse Change (as defined in the Securities Purchase Agreement) since the
date of the Securities Purchase Agreement.

Regulatory Approval. On August 29, 2008, Harrison 1. Steans and Jennifer W. Steans filed an Interagency
Notice of Change in Control with the Federal Reserve Bank of Chicago pursuant to the Change in Bank Control
Act, as amended. This filing is generally required when a proposed acquisition will result in one or more persons
owning or controlling the power to vote 10% or more of any class of voting securities of a bank holding
company. Receipt of the approval of the Federal Reserve Bank of Chicago pursuant to such change in control
notice is a condition of the closing of the Preferred Stock transaction.

The Management Services Agreement

In connection with the Securities Purchase Agreement, we will enter into a Management Services
Agreement with FIC, pursuant to which FIC or its designated affiliates will agree to provide to us certain
management, advisory and consulting services. The scope of such services will be subject to our mutual
agreement with FIC. In connection with the Management Services Agreement, we will pay to FIC a cash fee of
$750,000 and will issue to FIC or its designee the FIC Warrant.

Under the Management Services Agreement, from the closing of the transaction until the first date that both
(a) the Third Amended and Restated Certificate of Incorporation has been filed with the Secretary of State of the
State of Delaware and the Preferred Stock has been issued and (b) so long as (x) 800,000 shares of Preferred
Stock are issued and outstanding, and (y) the outstanding shares of Preferred Stock represent less than 10% of the
total combined voting power of all outstanding shares of all classes of capital stock which are then entitled to
vote on matters presented to a vote of the corporation’s stockholders generally, FIC shall be entitled to nominate
two candidates for election to our Board of Directors at any annual meeting of stockholders or special meeting of
stockholders called for the purpose of electing directors (such candidates also constituting the director candidates
of FIC pursuant to the Third Amended and Restated By-laws). In addition, we will agree to make our best efforts
to cause the two persons designated by FIC to be elected to our Board of Directors. In the event of any vacancy
on our Board of Directors as a result of a Board member nominated by FIC no longer serving in such capacity,
we will cause the vacancy to be filled by a designee of FIC. The Management Services Agreement further
provides that we shall cause such nominees of FIC to be elected to and maintained as members of the board of
directors of the Bank. In the event that there is a change in control of the beneficial ownership of FIC (as set forth
in the Management Services Agreement), the rights granted to FIC to nominate candidates to our Board of
Directors and the board of directors of the Bank will immediately cease. FIC’s rights with respect to our Board of
Directors will not limit or preclude our Board of Directors or the board of directors of the Bank from taking or
failing to take any action that such board determines in good faith would violate its fiduciary duties under
applicable law.

Each non-employee candidate nominated by FIC that is elected to our Board of Directors will receive
customary cash, equity and other compensation for board service on the same terms and conditions as other
non-employee directors of the Company. In addition, we have agreed to enter into an indemnification agreement
with each candidate nominated by FIC that is elected to our Board of Directors in the form attached as an exhibit
to the Securities Purchase Agreement or such other form as such candidate and the Company mutually agree.

Under the Management Services Agreement, we are required to pay FIC for all reasonable out-of-pocket
expenses including costs are incurred by FIC or its affiliates in connection with FIC’s performance of the

services contemplated under the Management Services Agreement.
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The foregoing is a summary of the material terms of the form of Management Services Agreement, and is
qualified in its entirety by reference to that agreement, a copy of which is attached as Exhibit G to the Securities
Purchase Agreement attached to this proxy statement as Appendix C and is incorporated by reference herein.

Tax Treatment, Accounting Treatment and Regulatory Consequences

Tax Treatment to Company. The Preferred Stock transaction and other related transactions as described in
this proxy statement will have certain tax consequences to us. For income tax purposes, dividends payable to
holders of Preferred Stock will not be considered a deductible expense. Any issuance costs associated with the
Preferred Stock transaction will be considered capital and not deductible for income tax purposes. We also will
enter into a Management Services Agreement with FIC in which we will pay FIC a $750,000 fee and issue
warrants to purchase shares of our common stock in exchange for advice in connection with the proposed
transactions and certain other advisory and consulting services. The portion of the total fee, which includes the
$750,000 fee and the warrants, attributed to advice on the capital portions of this transaction, if any, will not be
deductible for income tax purposes. The portion of the $750,000 fee attributed to advice on the subordinated debt
transaction and on-going advisory and consulting services FIC will be considered a deductible expense for
income tax purposes when paid. The Company will receive a deduction for income tax purposes if and when the
warrants are exercised in the amount by which the fair value of the common stock exceeds the warrant exercise
price for the number of warrants that are attributed to advice on the subordinated debt transition and on-going
advisory and consulting services.

Accounting Treatment to Company. The Preferred Stock transaction and other related transactions as
described in this proxy statement will have certain accounting consequences to us. For financial reporting
purposes, the Preferred Stock will be treated as a separate component of stockholders’ equity in our consolidated
balance sheets. Any issuance costs associated with the Preferred Stock will be considered a reduction of
additional paid-in-capital. In addition, appropriate disclosures about the Preferred Stock will be made on our
consolidated balance sheets and the related notes to the consolidated financial statements. For financial reporting
purposes, any dividends paid on the Preferred Stock will not be considered as an expense for the purposes of the
determination of net income on our consolidated statements of operations. However, dividends payable to
Preferred Stock shareholders will be reported as a deduction from net income in the determination of net income
available to holders of our common stock and earnings per share of our common stock.

We will record as an expense in the non-interest expense section of our consolidated statement of operations
the total value of the cash and warrants issued to FIC associated with the Management Services Agreement. This
expense will be recognized ratably over the term of the agreement. The total expense will equal the $750,000
cash paid plus the fair value of the warrants at the date of grant. In the event the warrants are converted into
shares of our common stock, we will report the conversion price received as additional paid-in-capital in
stockholders’ equity in our consolidated balance sheets. If the event the warrants expire unused, we will not
record a reduction in the expense previously recorded. We will also make appropriate disclosures related to the
warrants in the notes to our consolidated financial statements.

Regulatory Treatment of Capital and Other Consequences. The Preferred Stock transaction described in this
proxy statement will have the effect of increasing our regulatory capital. The Preferred Stock will qualify as Tier
1 regulatory capital primarily because of its non-cumulative, perpetual terms and its ability to be converted into
shares of our common stock. The Preferred Stock issuance will further increase our Tier 1 regulatory capital and
preserve our existing “well-capitalized” status under the Tier 1 risk-based capital guidelines.

Regulatory capital guidelines allow preferred stock to be considered a core capital or Tier 1 element of
regulatory capital, if it is perpetual and callable only at the option of the issuer and if the issuer has the ability and
legal right to defer or eliminate preferred dividends. As more fully described elsewhere in this proxy statement,
the Preferred Stock is non-cumulative with respect to dividends and does not have a stated maturity nor can it be
redeemed by us. The Preferred Stock will also be convertible into shares of our common stock, which is also a
core capital element of Tier I capital.

Under certain circumstances, we may issue Designated Preferred which will be converted to the Preferred
Stock upon the occurrence of certain events. The Designated Preferred will qualify as Tier 2 regulatory capital.
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The Designated Preferred issuance would further increase our Tier 2 regulatory capital and preserve our existing
“well-capitalized” status under the total risk-based capital guidelines. As more fully described elsewhere in this
proxy statement, the Designated Preferred is cumulative as to the payment of dividends and therefore, does not
qualify for Tier 1 regulatory capital treatment. However, the Designated Preferred qualifies as a supplementary
capital element of Tier 2 capital up to certain limits. In accordance with regulatory guidelines, Tier 2 capital
cannot be more than 50% of total regulatory capital (Tier 1 and Tier 2 capital). As a result, if the addition of the
Designated Preferred to Tier 2 capital causes total Tier 2 capital to exceed total Tier 1 capital, the excess will not
be included in Tier 2 capital.

The regulatory capital treatment at the consolidated (and parent company) level is based on the actual form
of the preferred stock issued and outstanding. However, one of the intended uses of the proceeds from the
preferred stock issuance is to contribute capital to the Bank to support the Bank’s growth plan and preserve the
Bank’s well-capitalized status. The contribution of the capital to the Bank will qualify as Tier 1 regulatory capital
at the Bank level regardless of the form of preferred stock issued by the Company.

Expenses

Under the Securities Purchase Agreement, we are required to reimburse FIC for all expenses incurred by or
on behalf of FIC or its affiliates in connection with the Preferred Stock transaction, the related documents, the
review of this proxy statement, and their due diligence investigation of us. In addition, we have agreed to
reimburse Prairie Capital IV, L.P. and Prairie Capital IV QP, L.P. for the fees and expenses of their regulatory
counsel in connection with their participation in the transaction.

Termination and Company Fee

Termination. The Securities Purchase Agreement may be terminated at any time by mutual written consent
of the Company and a majority of the Preferred Stock investors as represented by the number of shares of
Preferred Stock for which such investors have subscribed. The Securities Purchase Agreement may also be
terminated by either the Company or a majority of the Preferred Stock investors if:

e the stockholder approval is not obtained at the Special Meeting (unless the closing of the Preferred
Stock transaction occurs prior to the Special Meeting (as discussed above)); or

e the closing of the transaction has not occurred by November 15, 2008 (the “Outside Date”), but, if the
reason the closing has not occurred by such date is due to the fact that the parties have not received all
required bank regulatory approvals or the Company has not received the required stockholder approval
for the transaction, then the Outside Date will automatically be extended to December 31, 2008.

In addition, either the Company or the holders of a majority of the shares subscribed for pursuant to the
Securities Purchase Agreement may terminate the Securities Purchase Agreement upon written notice to the
other in the event of a material breach of a covenant or agreement to be performed or complied with by the other
party and such breach is incapable of being cured prior to the Outside Date.

Company Fee. In the event that (a) the Securities Purchase Agreement is terminated because the transactions
contemplated thereby have not closed prior to the Outside Date due to (1) the failure of our stockholders to
approve the Proposals set forth in this proxy statement, or (2) our failure to obtain the necessary bank regulatory
approvals, or (b) shares of Designated Preferred have been issued but the Proposals have not been approved at
the Special Meeting, we have not filed the Third Amended and Restated Certificate of Incorporation with the
Secretary of State of the State of Delaware, and all shares of Designated Preferred have not been exchanged on or
prior to December 31, 2008, then we would be obligated to pay FIC a cash fee of $1.5 million, plus an amount
equal to all of the reasonable documented out-of-pocket expenses (including reasonable fees and disbursements
of their counsel) incurred by or on behalf of FIC and its affiliates in connection with the Preferred Stock
transaction, the related documents and the issuance (and exchange, if any) of the Designated Preferred and
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certain other costs contemplated by the Securities Purchase Agreement, and incurred prior to the earlier of (a) the
date of termination of the Securities Purchase Agreement and (b) the filing of the Third Amended and Restated
Certificate of Incorporation with the Secretary of State of the State of Delaware (such fee and amount, the
“Company Fee”). We would also be required to pay the Company Fee if the transactions contemplated by the
Securities Purchase Agreement close but our stockholders fail to approve the Proposals set forth in this proxy
statement at the Special Meeting.

Standstill Agreements

In connection with our Preferred Stock offering, in July 2008 we entered into confidentiality and standstill
agreements with certain of the Preferred Stock investors, pursuant to which they agreed, among other things, for
a period of 18 months not to acquire additional shares of our common stock, not to engage in any solicitation of
proxies with respect to the Company, and to keep confidential certain of our proprietary and business
information. On September 4, 2008, our confidentiality and standstill agreement with FIC was amended to,
among other things, (a) except as contemplated by the Securities Purchase Agreement and the acquisition of up
to 500,000 additional shares of our common stock, prohibit FIC and its affiliates from acquiring any of our
voting securities if such acquisition would result in the beneficial ownership of FIC when added to the beneficial
ownership of each of its affiliates specified therein (in each case without duplication) being in the aggregate 20%
or more of our outstanding voting securities, (b) amend the time period for which the restrictions apply to
terminate on January 22, 2010, and (c) provide that the restrictions on certain actions would not apply after the
occurrence of certain events related to our sale or possible sale, including related announcements. The
confidentiality and standstill agreements with the other Preferred Stock investors were amended by the Securities
Purchase Agreement entered into between the Company and each Preferred Stock investor to permit each
investor to purchase up to that number of shares of our common stock equal to the quotient obtained by dividing
(x) the aggregate purchase price paid by such investor for the investor’s Preferred Stock by (y) 20 (e.g., an
investor who subscribed for Preferred Stock with an aggregate purchase price of $1,000,000 would have the
ability to purchase up to 50,000 shares of our common stock without restriction under the standstill provision of
the confidentiality and standstill agreement between the investor and us).

Description of the Designated Preferred

The following is a summary of the material terms and provisions of the preferences, limitations, voting
powers and relative rights of the Designated Preferred as contained in the Certificate of Designation of Series B
Convertible Preferred Stock of Taylor Capital Group, Inc. (the “Designated Preferred Certificate”), a copy of
which is attached to this proxy statement as Appendix D and is incorporated by reference into this proxy
statement. Stockholders are urged to read the Designated Preferred Certificate in its entirety. Although we
believe this summary covers the material terms and provisions of the Designated Preferred Certificate, it may not
contain all of the information that is important to you.

If issued pursuant to the Securities Purchase Agreement, the Designated Preferred will have substantially
similar terms as the Preferred Stock as described above in the section captioned “Description of the Preferred
Stock,” with the following exceptions:

No Voting Rights. The holders of shares of Designated Preferred will not be entitled to voting rights, except
to the extent required by law.

Conversion. Each holder of shares of Designated Preferred will have the right, at such holder’s option, to convert
all or any of such holder’s shares of Designated Preferred into shares of our common stock at any time after the Special
Meeting and subject to the limitations set forth in the immediately following paragraph of this proxy statement entitled
“Conversion Cap.” The conversion price for each share of Designated Preferred for holders that are not officers,
directors (other than any person who becomes a director at the closing of the Preferred Stock transaction), employees
or consultants of the Company or any of its subsidiaries (or any affiliated entity of any such person) will be $10.00 per
share of our common stock. For officers, directors (other than any person who becomes a director at the closing of the
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Preferred Stock transaction), employees and consultants of the Company or any of its subsidiaries (or any affiliated
entity of any such person), the conversion price will be equal to $12.75, which represents the closing bid price of our
common stock on September 4, 2008, which was the date of the execution of the Securities Purchase Agreement
(which was executed after 4:00 p.m., New York City time).

Conversion Cap. The Designated Preferred will not be convertible into shares of our common stock at any
time prior to the date of the Special Meeting. At any time after the date of the Special Meeting, so long as shares
of Designated Preferred are outstanding, the holders of the Designated Preferred may only convert, in the
aggregate, up to that number of shares of Designated Preferred that would result in the issuance of a number of
shares of our common stock equal 1,301,135 shares, which represents 19.99% of the 11,011,184 shares of our
common stock outstanding immediately prior to the execution of the Securities Purchase Agreement, less the
900,000 shares of our common stock issuable upon exercise of the warrants issued in the unit offering.

Dividend Payments. Dividends on the Designated Preferred will accrue on a cumulative basis and
compound quarterly at an annual rate equal to 16.0% of the liquidation preference; provided that no such
dividends will be deemed to have accrued if the Third Amended and Restated Certificate of Incorporation is
approved by the stockholders and filed with the Secretary of State of Delaware on or prior to November 15,
2008.

Current stockholders will likely experience substantial dilution of their ownership interest in the Company
upon the exercise of the FIC Warrant or the conversion of the Preferred Stock or Designated Preferred. Please see
the section of this proxy statement captioned “Potential Consequences If the Proposals Are Approved — Dilution”
for additional information.

The Board of Directors (with each of Bruce Taylor, Jeffrey Taylor, Mark Hoppe and M. Hill
Hammock abstaining and not participating in such vote) recommends that you vote “FOR” the issuance of
the shares of Preferred Stock and the FIC Warrant, and the issuance of shares of common stock upon
conversion of the Preferred Stock and exercise of the warrant.
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PROPOSAL 2
Approval of the Issuance of the Unit Offering Warrants

This Proposal 2 contemplates the approval of the issuance of warrants to purchase up to 900,000 shares
(subject to adjustment as described below) of our common stock (including the issuance of the warrants to
certain of our directors and executive officers) and the issuance of those shares upon exercise the warrants, all in
connection with our subordinated debt and warrant unit offering.

As described above, contemporaneously with the Preferred Stock offering, we are pursuing a private
placement to certain accredited investors, including certain of our directors, officers and other employees, of
units consisting of subordinated notes issued by the Bank, our wholly-owned subsidiary bank, and warrants to
purchase an aggregate of 900,000 shares of our common stock. The exercise price for such warrants will be
$10.00 per share of our common stock (subject to adjustment of exercise price and common stock share total in
the event of stock splits, stock dividends, stock combinations, recapitalizations, distributions of assets and certain
business combinations, share reclassifications and other events, to account for the kind and amount of
consideration received by the holders of our common stock in connection with such event), except that at any
time prior to stockholder approval of this Proposal 2, the exercise price of such warrants purchased by any of our
officers, directors (other than any person who becomes a director at the closing of the Preferred Stock
transaction), employees or consultants will be equal to $12.75 per share, the closing bid price of our common
stock (as reported by Nasdaq) on the last completed trading day prior to the execution and delivery of such
persons’ respective subscription agreements for the unit offering. We are seeking to raise $60 million in
additional capital in this unit offering, and anticipate that it will be consummated concurrently with the Preferred
Stock transaction. A condition of the Preferred Stock investors’ obligation to close the Preferred Stock
transaction is that we obtain, by the closing date of that transaction, at least $30 million in non-binding
commitments or indications of interest with respect to the unit offering. We have satisfied this condition as of the
date of this proxy statement.

Our reasons for conducting this unit offering are substantially similar to those set forth in Proposal 1 with
respect to the Preferred Stock offering.

We are seeking stockholder approval of the issuance of the unit offering warrants pursuant to Nasdaq
Marketplace Rule 4350(i)(1)(D)(ii) and Rule 4350(i)(1)(A) because the warrants will be issued to certain of our
directors, officers and other employees and other unaffiliated investors with an exercise price per share below the
market value of our common stock (i.e., the closing bid price of our common stock as reported by Nasdaq) on the
date we enter into the transaction and, together with the shares of our common stock issuable upon conversion of
the preferred stock and exercise of the FIC Warrant, will exceed 20% of the number of shares of our common
stock outstanding on September 4, 2008, the date of the Securities Purchase Agreement and the Subscription
Agreements. Please see the section of this proxy statement captioned “Interests of Certain Persons in Matters to
be Acted Upon,” including the table thereunder entitled “New Plan Benefits,” for additional information
regarding the benefits that will be received by certain of our directors, officers and employees as a result of this
compensation arrangement.

Subscription Agreement

The following is a summary of the material terms of the subscription agreements (each, a “Subscription
Agreement”) entered into between us, the Bank and each of the investors in the unit offering (each, a “Unit
Offering investor”). A copy of the form of Subscription Agreement is attached to this proxy statement as
Appendix G and is incorporated by reference herein.

Purchase and Sale of Preferred Stock. Under each Subscription Agreement, we and the Bank agreed to issue
and sell to the Unit Offering investors, and each Unit Offering investor agreed to purchase, 10% subordinated
notes issued by the Bank in a specified principal amount (as described below under “The Subordinated Notes™),
together with a number of warrants to purchase a number of shares of our common stock (as described below
under “The Warrants”). For each $1,000 face amount of the subordinated notes purchased, we will issue one
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detachable warrant to purchase 15 shares of our common stock, as further described below under “The
Warrants.”

Representations and Warranties. In the Subscription Agreements, we and the Bank made customary
representations and warranties to the Unit Offering investors relating to us, our business and our capital stock.
Our and the Bank’s representations and warranties in the Subscription Agreements were substantially similar to
our representations in the Securities Purchase Agreement. The representations and warranties in the Subscription
Agreements were made for purposes of the respective Subscription Agreements and are subject to the
qualifications and limitations set forth in such Subscription Agreements. In addition, certain of our and the
Bank’s representations and warranties were made as of a specific date, may be subject to a standard of
materiality different from what might be viewed as material to stockholders, or may have been used for purposes
of allocating risk between the respective parties rather than establishing matters as facts. The representations and
warranties and other provisions of the Subscription Agreements should not be read alone, but instead should only
be read together with the information provided elsewhere in this proxy statement.

Covenants. In the Subscription Agreements, we made covenants, including covenants regarding the unit
offering transaction, the subordinated notes and warrants (and our common stock which may be purchased upon
exercise of the warrants) and the Special Meeting and this proxy statement. The covenants were substantially
similar to, but more limited in some respects than, those we made in the Securities Purchase Agreement, and
include, among others, covenants with respect to calling and holding a special meeting of our stockholders to
consider the Proposals, preparing and filing this proxy statement with the SEC (and any necessary amendments
or supplements), seeking to obtain stockholder approval of the Proposals at subsequent meetings of our
stockholders if the Proposals are not approved at the Special Meeting, and using the proceeds of the unit offering.

Closing Conditions. Our, the Bank’s and the Unit Offering investors’ obligations under the Subscription
Agreements are subject to the receipt by us and Bank of the required stockholder, governmental and regulatory
approvals, as well as the absence of any law, injunction or other governmental requirement that would restrain,
prohibit or make illegal the unit offering. Our and the Bank’s obligation to consummate the transactions
contemplated by the Subscription Agreements is subject to the execution by the respective Unit Offering
investors of the relevant transaction documents, the payment of the purchase price by each respective Unit
Offering investor and the satisfaction by each respective Unit Offering investor of its covenants, agreements and
conditions under the investor’s Subscription Agreement. Each Unit Offering investor’s obligations to
consummate the transactions and acquire the subordinated notes and warrants are subject to the following
conditions, among others:

e the delivery by the Bank of duly executed subordinated notes in the amounts set forth in the
Subscription Agreement;

e the delivery by us of duly executed warrants in the amounts set forth in the Subscription Agreement;

e certain of the representations and warranties of us and the Bank being true and correct in all material
respects as of the closing of the unit offering and certain of the representations and warranties of us and
the Bank being true and correct in all respects, except where the failure to be true and correct would
have no material adverse effect;

e the delivery of required legal opinions and officer certificates;
¢ the consummation of the Preferred Stock transaction;

» the absence of a Material Adverse Change (as defined in the Subscription Agreement) since the date of
the Subscription Agreement;

e our receipt of subscriptions for the purchase of, and the deposit of funds for, an aggregate of at least
$30,000,000 in principal amount of subordinated notes (including the subordinated notes being
purchase by the investor) and, concurrently with the closing of the unit offering transaction, the Bank’s
issuance of an aggregate of at least $30,000,000 in principal amount of subordinated notes (including
the subordinated notes being purchased by the investor) under the Subscription Agreements; and
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e the performance, satisfaction and compliance in all material respects by us and the Bank of each of its
respective covenants and agreements contained in the Subscription Agreement and required to be
performed prior to the closing of the unit offering transaction.

The Warrants

For each $1,000 face amount of the subordinated notes purchased, we will issue one detachable warrant to
purchase 15 shares of our common stock at an exercise price of $10.00 per share, subject to a customary anti-
dilution adjustment; provided however, that at any time prior to stockholder approval of this Proposal, the
exercise price for such warrants purchased by any of our officers, directors (other than any person who becomes
a director at the closing of the Preferred Stock transaction), employees or consultants will be equal to $12.75 per
share, the closing bid price of our common stock (as reported by Nasdaq) on September 4, 2008, the date of
execution of the subscription agreements for the unit offering (which occurred after 4:00 p.m. New York City
time).

The warrants will expire on the fifth anniversary of the closing of the unit offering; provided that the
expiration date will be extended if the stockholder vote to approve this Proposal 2 is not held prior to December
31, 2008. Such warrants will be exercisable into shares of our common stock on the later of the date of the
Special Meeting or the 180" day following the date on which such warrants are issued, at the holder’s option, in
cash or by “cashless” (net issue) exercise. Even if the stockholders do not approve this Proposal, such warrants
will become exercisable for 900,000 shares of our common stock (subject to adjustment as described above).

Current stockholders will likely experience substantial dilution of their ownership interest in the Company
upon the exercise of the warrants. Please see the section of this proxy statement captioned “Potential
Consequences If the Proposals Are Approved — Dilution” for additional information.

There are certain restrictions on transfer of the warrants prior to the second anniversary of their issuance
date.

A copy of the form of warrant is attached to this proxy statement as Appendix F and is incorporated herein
by reference.

The Subordinated Notes

The subordinated notes will be issued by the Bank, our wholly-owned subsidiary, to certain accredited
investors, including certain of our directors, officers and other employees, as part of the unit offering. We intend
to issue $60 million aggregate principal amount of the notes, each with a face amount of $1,000. The annual
interest rate on the subordinated notes will be 10%, payable quarterly in arrears. The subordinated notes will
mature on the eighth anniversary of the closing of the unit offering. The notes will be subordinated unsecured
obligations of the Bank and will not be guaranteed by us or any of our subsidiaries or any subsidiary of the Bank.
The notes will be subordinate to all deposits, purchased funds and senior indebtedness of the Bank. The Bank
will have the option to redeem the subordinated notes, in whole or in part, at any time after three years of the
closing of the unit offering.

A copy of the form of subordinated note is attached to this proxy statement as Appendix H and is
incorporated herein by reference.

Tax Treatment, Accounting Treatment and Regulatory Consequences

Tax Treatment to Company. For income tax purposes, the interest on the subordinated debt that accrues at
the contractual interest rate will be deductible as interest expense. The issuance costs allocated to the
subordinated debt will be deductible for income tax purposes ratable over the term of the notes. The portion of
the proceeds and issuance costs allocated to the warrants will be considered capital and not deductible for income
tax purposes.

Accounting Treatment to Company. For financial reporting purposes, we will account for the subordinated
debt and the warrants as separate financial instruments on our consolidated financial statements. The portion of
the proceeds from the issuance of the subordinated debt with the detachable warrants that is allocable to the
warrants will be accounted for as additional paid-in-capital in the equity section of our consolidated balance
sheets. The allocation will be based on the relative fair values of the two securities at the time of issuance. At the
time the warrants are converted by the holder into shares of our common stock, we will record the conversion
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price received as additional paid-in-capital. Any appropriate disclosures about the warrants will also be made in
the notes to the consolidated financial statements.

The portion of the proceeds allocated to the subordinated debt will be reported as a liability on our
consolidated balance sheet under the separate caption of “Subordinated Notes Payable.” In addition, appropriate
disclosures about the subordinated notes will be made in the notes to our consolidated financial statements. The
liability reported on our consolidated balance sheet will be net of any discount created through the allocation of a
portion of the proceeds to the warrants. The amortization of that discount, along with any interest that accrues on
the subordinated notes at the contractual interest rate, will be reported as interest expense on our consolidated
statement of operations. The discount will be amortized using a method to create a level cost over the term of the
subordinated debt.

The issuance costs will be allocated between the subordinated notes and the warrants based upon the fair
value of each security at the time of issuance. The costs associated with the subordinated notes will be treated as
an asset on our consolidated balance sheets and amortized to interest expense on our consolidated statement of
operations over the term of the notes. The portion of the issuance costs allocated to the warrants will be reported
as a reduction of additional paid-in-capital.

Regulatory Treatment of Capital and Other Consequences. The unit offering transaction described in this
proxy statement will have the effect of increasing our regulatory capital. The subordinated debt to be issued in
the unit offering (“Subordinated Debt”) qualifies as a supplementary capital element of Tier 2 capital if it
complies with certain specific terms. In order to qualify as Tier 2 capital, the Subordinated Debt must be:
(1) unsecured, (2) subordinated to the Bank’s general creditors and claims of depositors, and (3) have an original
weighted average life of at least five years. The inclusion of the Subordinated Debt as Tier 2 regulatory capital
may be limited. First, under applicable regulatory guidelines, the total amount of Subordinated Debt that can be
included in Tier 2 capital may not exceed 50% of Tier 1 capital. Further, in accordance with regulatory
guidelines, Tier 2 capital cannot be more than 50% of total regulatory capital (Tier 1 and Tier 2 capital). As a
result, if the aggregate amount of Subordinated Debt exceeds 50% of Tier 1 capital, the excess amount will not
be included in Tier 2 capital. Further, if the aggregate amount of Subordinated Debt is less than 50% of the Tier 1
capital but the addition of the Subordinated Debt to Tier 2 capital causes total Tier 2 capital to exceed total Tier 1
capital, the excess amount will not be included in Tier 2 capital. We believe that the proposed issuance of the
Subordinated Debt by the Bank will qualify at issuance as a supplementary capital element of Tier 2 capital for
regulatory capital purposes. In addition, the outstanding amount of term Subordinated Debt eligible for inclusion
in Tier 2 capital is reduced as the Subordinated Debt approaches maturity. One-fifth of the outstanding amount is
excluded each year during the Subordinated Debt’s last five years before maturity. When remaining maturity is
less than one year, the Subordinated Debt is excluded from Tier 2 capital.

Although the Subordinated Debt will be issued from the Bank, regulatory capital guidelines allow its
inclusion in regulatory capital at the consolidated level, subject to the limits described for supplementary Tier 2
capital.

In connection with the issuance of the Subordinated Debt, warrants for the purchase of our common stock
will also be issued. The warrants will be includable in Tier I capital upon conversion into common stock.

The foregoing is a summary of the material terms of the Subscription Agreements, unit offering warrants
and subordinated notes and is qualified in its entirety by reference to the forms of such Subscription Agreement,
warrant and subordinated notes, copies of which are attached as Appendices G, F and H, respectively, to this
proxy statement and are incorporated by reference herein. This summary may not contain all of the information
that is important to you. We encourage you to read the forms of Subscription Agreement, warrant and
subordinated note and the other appendices to this proxy statement carefully and in their entirety.

The Board of Directors (with each of Bruce Taylor, Jeffrey Taylor, Mark Hoppe and M. Hill
Hammock abstaining and not participating in such vote) recommends that you vote “FOR” the issuance of
warrants to purchase an aggregate of up to 900,000 shares (subject to adjustment as described above) of
common stock, and the issuance of those shares of common stock upon the exercise of the unit warrants.
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PROPOSAL 3
Approval of the Third Amended and Restated Certificate of Incorporation

Our Board of Directors adopted a resolution declaring it advisable and in our best interests and the best
interests of our stockholders to amend and restate our Second Amended and Restated Certificate of Incorporation
as our Third Amended and Restated Certificate of Incorporation. This Proposal 3 contemplates the approval of
our Third Amended and Restated Certificate of Incorporation, which will, among other things, create the class of
preferred stock being issued in the Preferred Stock offering, increase the number of authorized shares of common
stock from 18,000,000 to 45,000,000 shares and the number of authorized shares of preferred stock from
5,000,000 to 10,000,000, and provide for the establishment of the Executive Committee. The Board of Directors
further directed that the proposed action be submitted for consideration by our stockholders at a special meeting
to be called for that purpose.

Creation of the Preferred Stock

Article Fourth of our Second Amended and Restated Certificate of Incorporation does not permit the
issuance by us of any class or series of preferred stock with voting rights. If the stockholders approve this
Proposal, we will amend and restate Article Fourth of the Second Amended and Restated Certificate of
Incorporation to permit us to designate certain shares of preferred stock into one or more series with voting
rights, including the Preferred Stock to be issued pursuant to the Securities Purchase Agreement. This proposed
amendment is therefore required in order for us to satisfy our obligation to deliver the shares of the Preferred
Stock to investors in accordance with the terms of the Securities Purchase Agreement. Please see the section of
this proxy statement above captioned “Proposal 1 — The Preferred Stock™ for information regarding the terms of
the Preferred Stock.

Increase in Authorized Shares of Capital Stock

Adoption of the Third Amended and Restated Certificate of Incorporation would increase our authorized
shares to 45,000,000 shares of common stock and 10,000,000 shares of preferred stock and will designate
2,400,000 shares of preferred stock as Preferred Stock. The primary purpose of the proposed amendments to
increase our authorized capital stock is to satisfy our obligations under the Securities Purchase Agreement and
other transaction documents, including our obligation to reserve a sufficient number of shares of common stock
issuable upon conversion of the Preferred Stock (without giving effect to the Preferred Stock Blocker) and the
exercise of the unit offering warrants and the FIC Warrant. Under the Second Amended and Restated Certificate
of Incorporation, we had 18,000,000 shares of common stock authorized and, as of the Record Date, 11,011,184
shares of our common stock were outstanding, with an additional 804,098 shares of our common stock reserved
for issuance under the Taylor Capital Group, Inc. 2002 Incentive Compensation Plan. Under the Second
Amended and Restated Certificate of Incorporation, there are 5,000,000 shares of undesignated preferred stock
authorized, none of which are outstanding as of the Record Date. We are seeking to increase the number of
authorized shares of capital stock to ensure that we maintain a sufficient number of authorized shares of common
stock to effect the conversion of all the Preferred Stock, and the exercise of all of the warrants, into shares of
common stock.

The additional authorized shares of common stock not reserved for conversion of the Preferred Stock or
exercise of the warrants will be available for general corporate purposes, including capital raising transactions,
employee benefit plans, acquisitions, stock dividends and other uses. We currently have no specific plans or
understandings with respect to the issuance of any shares of our common stock or preferred stock except as
described in this proxy statement. We do expect from time to time to issue awards, with respect to shares of our
common stock to officers, directors, employees and consultants under our 2002 Incentive Compensation Plan, as
previously approved by our stockholders.

If our stockholders approve the Third Amended and Restated Certificate of Incorporation, which will
increase the authorized shares of our capital stock, the Board of Directors may cause the issuance of additional
shares of common stock and preferred stock without further stockholder approval, unless stockholder approval is
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otherwise required by law or the rules of Nasdaq or any stock exchange on which our common stock is then
listed. The additional shares of common stock would have rights identical to the currently outstanding common
stock, and the additional shares of preferred stock would increase the number of shares of undesignated preferred
stock available for designation and issuance by our Board from time to time in the future. The issuance of
additional shares of capital stock could decrease the proportionate equity interest and voting power of our current
stockholders and, depending on the price paid for the additional shares, could result in dilution in the book value
of shares held by the current stockholders. See the section of this proxy statement below captioned “Potential
Consequences If the Proposals Are Approved” for additional information.

The increase in authorized capital stock of the Company could have possible anti-takeover effects. See the
section of this proxy statement below captioned “Anti-Takeover Effects” for additional information.

Establishment of the Executive Committee

The Third Amended and Restated Certificate of Incorporation will establish an Executive Committee
consisting of three members of our Board of Directors. One member of the Executive Committee shall be a
member of our Board of Directors who was designated for nomination of the Taylor family, one member shall be
Harrison I. Steans, Jennifer W. Steans or another member of our Board of Directors who was designated for
nomination by FIC, and one member shall be our most senior executive officer serving on the Board of Directors
and not affiliated with FIC or the Taylor family. It is contemplated that the initial members of the Executive
Committee will be Bruce W. Taylor, our Chairman and Chief Executive Officer, Harrison I. Steans, who will
serve as the initial Chairman of the Executive Committee, and Mark A. Hoppe, our President.

The Executive Committee will be established in accordance with Section 141(a) of the Delaware General
Corporation Law and will, along with our Board of Directors, have oversight responsibility with respect to
various operational and strategic matters involving the Company and the Bank. Although no responsibilities will
be taken away from the Board of Directors or any Board committees as a result of the establishment of the
Executive Committee, certain corporate matters will require the separate approval of the Executive Committee
(in addition to the approval of our Board or an authorized committee thereof) in order to be implemented. Some
corporate matters require the unanimous approval of all members of the Executive Committee and some require
only the approval of a majority of the members. The following is a brief summary of various matters that will be
subject to either unanimous or majority approval of the Executive Committee:

Matters Requiring Unanimous Executive Committee Approval

e any merger, consolidation or other business combination involving the Company or certain of its
affiliates;

e any significant acquisitions or dispositions of assets or securities by the Company or certain of its
affiliates;

e certain equity issuances by the Company or certain of its affiliates;
e the liquidation or dissolution of the Company or certain of its affiliates;
» the issuance or retirement of significant indebtedness by the Company or certain of its affiliates;

e the creation of certain liens on the properties or assets of the Company or certain of its affiliates, or the
creation of certain restrictions or encumbrances on the ability of subsidiaries to pay dividends to the
Company;

» the adoption of any agreement, contract or arrangement restricting the ability of certain affiliates of the
Company to pay or make dividends or distributions in cash or kind to the Company, to make loans,
advances or other payments of whatsoever nature to the Company, or to make transfers or distributions
of all or any part of its assets to the Company;
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e any elections to defer the payment of interest related to certain indebtedness or any consensual
encumbrance or restriction on the ability of the Company or certain of its affiliates to (A) pay
dividends or make any other distributions on its capital stock to the Company or certain of its affiliates
or pay certain indebtedness owed to the Company or certain of its affiliates, (B) make loans or
advances to the Company or certain of its affiliates or (C) sell, lease or transfer any properties or assets
to the Company or certain of its affiliates;

e the authorization, approval, or entrance into or modification of any transaction, arrangement or
relationship in which the Company (including certain of its affiliates) was, is or will be a participant
and the amount involved will or may reasonably be expected to exceed $120,000, and in which certain
related parties had, has or will have a direct or indirect interest;

e the adoption or amendment of (A) any provision of any Board committee charter or other document in
a manner that would usurp any power or authority of the Executive Committee, or impair the ability of
the Executive Committee to exercise any such power or authority, (B) any provision of any By-law of
the Company, or (C) any provision of our Third Amended and Restated Certificate of Incorporation;

e any change in the authorized size of the Board to less than 11 members or greater than 13 members;

e any stock split, reorganization, consolidation, recapitalization or similar action involving the Company
or certain of its affiliates;

e the hiring, promotion or termination of any person who reports directly to the President or Chief
Executive Officer of the Company; or

e the authorization, approval, adoption or entrance into certain change in control arrangements with any
person.

Matters Requiring Majority Executive Committee Approval
e the Bank’s entry into any significant new line of business;
* the Bank’s commencement of business in any material respect within a new geographic location;
e approval of the annual budget of the Company; or

e the declaration or payment of any dividend on, or the making of any distribution to, or any other action
with respect to the declaration or payment of dividends or distributions to stockholders of the
Company.

The Executive Committee will not have the authority to cause us to take any action on its own, and any
Board and/or Board committee actions required before the formation of the Executive Committee will still be
required. We believe that this structure will provide the Preferred Stock investors and the Taylor family with a
level of involvement in our governance and operations commensurate with their respective significant equity
interests, while still retaining proper authority for the Board and the committees of the Board to act in accordance
with their fiduciary responsibilities and applicable Nasdaq Marketplace Rules.

The establishment of the Executive Committee could have possible anti-takeover effects. See the section of
this proxy statement below captioned “Anti-Takeover Effects” for additional information. In addition, see the
section of this proxy statement below captioned “Potential Consequences If the Proposals Are Approved” for
additional information regarding the consequences of the establishment of the Executive Committee.

The foregoing is a summary of the material terms of the Third Amended and Restated Certificate of
Incorporation and is qualified in its entirety by reference to that document, a copy which is attached as
Appendix A to this proxy statement and which is incorporated by reference herein. This summary may not
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contain all of the information that is important to you. We encourage you to read the Third Amended and
Restated Certificate of Incorporation and the other appendices to this proxy statement carefully and in their
entirety.

The Board of Directors (with each of Bruce Taylor, Jeffrey Taylor, Mark Hoppe and M. Hill

Hammock abstaining and not participating in such vote) recommends that you vote “FOR” the adoption
of the Third Amended and Restated Certificate of Incorporation of the Company.
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PROPOSAL 4
Approval of the Third Amended and Restated By-laws

Under Article Seventh of our Second Amended and Restated Certificate of Incorporation, stockholder
approval is required in order to amend certain provisions of our Second Amended and Restated By-laws. In
connection with the Preferred Stock transaction, our Board of Directors deemed it advisable to amend and restate
our Second Amended and Restated By-laws to ensure that the provisions therein will be consistent with the terms
of the proposed Third Amended and Restated Certificate of Incorporation (including the terms of the Preferred
Stock). This Proposal 4 contemplates the approval of our Third Amended and Restated By-laws, which proposes
to, among other things, update the notice requirements for stockholder proposals, add a description of the Chief
Executive Officer position, and make technical modifications to certain provisions to provide for electronic
stockholder meetings and other matters. The Board of Directors has directed that the proposed Third Amended
and Restated By-laws be submitted for consideration by our stockholders at a special meeting to be called for that
purpose, and has recommended that stockholders approve the Third Amended and Restated By-laws.

Amendments to Board Composition Provisions. The Third Amended and Restated By-laws will amend our
by-laws to provide that the unanimous approval of the Executive Committee is required in order for the Board of
Directors to amend the By-laws to decrease the size of the Board to fewer than 11 members or increase the size
of the Board to greater than 13 members. The purpose of this proposed change is to ensure that the By-laws will
be consistent with the Third Amended and Restated Certificate of Incorporation (including the terms of the
Preferred Stock).

Executive Committee Provisions. The Third Amended and Restated By-laws will further amend our by-laws
to accommodate the establishment of the Executive Committee upon the consummation of the Preferred Stock
transaction, including specifying the Executive Committee’s authority to approve certain officer appointments.

Stockholder Proposal Notice Requirements. The Third Amended and Restated By-laws will also amend our
by-laws to further specify the informational requirements associated with stockholder proposals and director
nominations. The primary purpose of these changes is to require that stockholder notices include disclosure of
information regarding: a stockholder candidate that would be necessary to include in a proxy statement in a
contested election; the candidate’s independence and any material relationships between the candidate and the
nominating stockholder; all ownership interests, including derivatives, hedge positions and other economic and
voting interests of the stockholder proponent; and any interests of the proponent stockholder in the outcome of
the proposal and other matters.

The Third Amended and Restated By-laws will also amend the time period within which stockholder
proposals, including director nominations, must be received in advance of our annual meetings of stockholders.
As amended, the by-laws will provide that, with respect to an annual meeting of stockholders, in order to be
timely, a stockholder’s notice must be delivered to, or mailed and received by, our Corporate Secretary not more
than 90 days nor less than 60 days prior to the first anniversary of the date on which we first mailed our proxy
materials for the preceding year’s annual meeting of stockholders.

Taylor Family Nominations. The Third Amended and Restated By-laws will also provide that for so long as
(i) the Taylor family beneficially owns in the aggregate 25% or more of the total voting power of the outstanding
stock entitled to vote generally in the election of directors, the Taylor family shall be entitled to nominate up to
three candidates for election to the Board of Directors at any annual meeting of stockholders or special meeting
of stockholders called for the purpose of electing directors, and (ii) at any time at which the Taylor family
beneficially owns in the aggregate 15% or more, but less than 25%, of the total voting power of the outstanding
stock entitled to vote generally in the election of directors, the Taylor family shall be entitled to nominate up to
two candidates for election to the Board of Directors at any annual meeting of stockholders or special meeting of
stockholders called for the purpose of electing directors.
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FIC Nominations. The Third Amended and Restated By-laws will also provide that for so long as
(a) 800,000 shares of Preferred Stock are issued and outstanding, and (b) the outstanding shares of Preferred
Stock represent less than 10% of the total combined voting power of all outstanding shares of all classes of
capital stock which are then entitled to vote on matters presented to a vote of our stockholders generally, FIC will
be entitled to nominate up to two candidates for election to the Board of Directors at any annual meeting of
stockholders or special meeting of stockholders called for the purpose of electing directors. Pursuant to the
Management Services Agreement with FIC, we will agree to make our best efforts to cause the two persons
designated by FIC to be elected to our Board of Directors. In the event of any vacancy on our Board of Directors
as a result of a Board member nominated by FIC no longer serving in such capacity, we will cause the vacancy to
be filled by a designee of FIC. Each non-employee candidate nominated by FIC that is elected to our Board of
Directors will be entitled to receive customary cash, equity and other compensation for board service on the same
terms and conditions as our other non-employee directors. In addition, we will agree to enter into an
indemnification agreement with each such nominee that is elected to our Board of Directors. The Management
Services Agreement further provides that we will cause such nominees of FIC to be elected to and maintained as
members of the Board of Directors of the Bank. We have agreed that our Board of Directors will take all
necessary action so that Harrison I. Steans and Jennifer W. Steans will be appointed to our Board of Directors,
each with a term commencing immediately following the closing of the Preferred Stock transaction and ending at
the next annual meeting of our stockholders.

Indemnification Provisions. The Third Amended and Restated By-laws will also change the indemnification
provisions in our by-laws. Among other things, the amended provisions will specify that director indemnification
rights extend equally to members of the Executive Committee and will provide for mandatory indemnification of
directors and permissive indemnification for our officers.

Duties of the Chief Executive Officer. The Third Amended and Restated By-laws will amend our by-laws to
further specify the duties of our Chief Executive Officer. Such specified duties will include the supervision and
control of all of our business and affairs.

Miscellaneous. The Third Amended and Restated By-laws will contain a number of miscellaneous revisions
proposed by the Board of Directors including with respect to the issuance of uncertificated shares of capital stock
in accordance with Nasdaq rules, electronic transmission of notices, electronic access to stockholder lists and
other matters.

Some of the provisions of the Third Amended and Restated By-laws could have anti-takeover effects. See
the section of this proxy statement below captioned “Anti-Takeover Effects” for additional information.

The foregoing is a summary of the material terms of the Third Amended and Restated By-laws and is
qualified in its entirety by reference to that document, a copy which is attached as Appendix B to this proxy
statement and which is incorporated by reference herein. This summary may not contain all of the information
that is important to you. We encourage you to read the Third Amended and Restated By-laws and the other
appendices to this proxy statement carefully and in their entirety.

In the event any one or more of the Proposals set forth in this proxy statement are not approved by our
stockholders at the Special Meeting, the Third Amended and Restated By-laws are not expected to become
effective.

The Board of Directors (with each of Bruce Taylor, Jeffrey Taylor, Mark Hoppe and M. Hill

Hammock abstaining and not participating in such vote) recommends that you vote “FOR” the adoption
of the Third Amended and Restated By-laws of the Company.
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ANTI-TAKEOVER EFFECTS

Our Third Amended and Restated Articles of Incorporation and our Third Amended and Restated By-laws,
if approved at the Special Meeting, may have the effect of discouraging, delaying or preventing a change in
control or an unsolicited acquisition proposal that a stockholder might consider favorable, including a proposal
that might result in the payment of a premium over the market price for the shares held by stockholders. These
provisions are summarized in the following paragraphs.

Third Amended and Restated Certificate of Incorporation

Increase in Authorized Shares of Capital Stock. The increase in authorized but unissued shares of common
stock and preferred stock under our Third Amended and Restated Certificate of Incorporation could (within the
limits imposed by applicable law and Nasdaq rules) be issued in one or more transactions that could make a
change of control of us more difficult, and therefore more unlikely. The additional authorized shares could be
used to discourage persons from attempting to gain control of us by diluting the voting power of shares then
outstanding or increasing the voting power of persons who would support the Board of Directors in a potential
takeover situation, including by preventing or delaying a proposed business combination that is opposed by the
Board of Directors although perceived to be desirable by some stockholders.

Creation and Issuance of Preferred Stock. The holders of Preferred Stock will be entitled to vote on all
matters voted on by holders of capital stock of the Company into which such shares of Preferred Stock are
convertible, at all meetings of stockholders of the Company, including with respect to the election of directors.
As of the closing of the Preferred Stock transaction, the Preferred Stock issued in the Preferred Stock transaction,
without giving effect to any limitation on conversion, will represent approximately 30% of the voting power of
the outstanding stock entitled to vote, and therefore, the holders of Preferred Stock potentially could frustrate a
proposed change of control transaction involving the Company.

If all of the Proposals are approved by our stockholders at the Special Meeting and the transactions are
consummated, it is expected that Harrison I. Steans and Jennifer W. Steans, in the aggregate and without
duplication, will immediately thereafter beneficially own by virtue of having or sharing voting or investment
power over shares representing approximately 14% of the outstanding Preferred Stock and approximately 11% of
the outstanding shares of our common stock (assuming the exercise in full of the FIC Warrant at an exercise
price of $20 per share and the conversion of Preferred Stock held by such persons (and not any other holders
thereof)). If all of the Proposals are approved by our stockholders at the Special Meeting and the transactions are
consummated, the members of the Taylor family in the aggregate would immediately thereafter beneficially own
approximately 45% of our outstanding shares of common stock (assuming the exercise in full of any options and
warrants owned by such persons to purchase our common stock (and not any other holders thereof)). Although
members of the Taylor family and members of the Steans family have not entered into any agreement or
arrangement with respect to their voting of our securities after the closing of the transactions, the Steans family,
the Taylor family and their respective affiliates, were they to collectively vote in favor of or against any proposal,
will be able to exercise significant control over all matters requiring approval of the Company’s stockholders,
including the election of directors and approval of significant corporate transactions and matters including
mergers or similar transactions and amendments to our certificate of incorporation, as amended. Each of the
Steans family and the Taylor family, were their respective members to collectively vote in favor of or against any
proposal, could also separately exercise significant control over matters requiring approval of the Company’s
stockholders.

Creation of Executive Committee. If approved, the Third Amended and Restated Certificate of Incorporation
will create an Executive Committee, the members of which will be members of our Board of Directors with one
director designated for nomination by FIC, one director designated for nomination by the members of the Taylor
family and one member will be our most senior executive officer serving on the Board of Directors and not
affiliated with either FIC or the Taylor family.
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We may not take action with respect to certain matters, including engaging in certain transactions and
entering into certain agreements, without the unanimous approval of the Executive Committee. The required
approval of the Executive Committee for us to take many actions or engage in many transactions, including most
change of control transactions such as mergers, consolidations or other business combinations, could prevent us
from entering into such transactions despite our Board of Director’s support of the transaction. The members of
the Executive Committee may have interests that are not aligned with those of other holders of capital stock of
the Company, including with respect to a change of control transaction, and the failure of any one of them to
provide approval could prevent us from taking advantage of a transaction potentially beneficial to us and our
stockholders.

Please see the sections of this proxy statement above captioned ‘“Proposal 3 — Establishment of the
Executive Committee” and “Proposal 3 — Matters Requiring Unanimous Executive Committee Approval” for
additional information regarding matters requiring unanimous approval of the Executive Committee.

Third Amended and Restated By-laws

Limitations on Right to Call Special Meetings, No Action by Written Consent, Stockholder Proposal Notice
Requirements. Under our Third Amended and Restated By-laws, special meetings of our stockholders may be
called by our President, Chairman of the Board of Directors, or a majority of the Board of Directors. Our
stockholders will be entitled to request that our Board of Directors convene a special meeting of stockholders
only upon the written request to the Board of Directors by the holders of at least 35% of the total voting power of
the outstanding stock entitled to vote generally in the election of the members our Board of Directors. Further,
our stockholders will be unable to take action by written consent, and therefore, may only take action at
stockholder meetings. Additionally, our Third Amended and Restated By-laws will require that stockholder
proposals meet certain advanced notice and minimum informational requirements. These provisions could have
the effect of delaying until the next annual stockholders meeting stockholder actions which are favored by the
holders of a majority of our outstanding voting securities. These provisions could also discourage a third party
from making a tender offer for our common stock, because even if it acquired a majority of our outstanding
voting securities, it would only be able to take action as a stockholder, such as electing new directors or
approving a merger, at a duly called stockholders meeting and not by written consent.

Executive Committee Provisions. If approved, the Third Amended and Restated By-Laws will accommodate
the Executive Committee, consistent with the provisions of the Third Amended and Restated Certificate of
Incorporation. See “— Creation of Executive Committee” above.

Delaware Law

As we have not elected to opt out of the applicability of Section 203 of the Delaware General Corporation
Law in either of our Second Amended Certificate of Incorporation or our proposed Third Amended and Restated
Certificate of Incorporation, we are currently governed by Section 203 of the Delaware General Corporation
Law. Under Section 203 of the Delaware General Corporation Law, subject to exceptions, we are prohibited from
engaging in any business combination with any interested stockholder for a period of three years following the
time that the stockholder became an interested stockholder. The provisions of Section 203 may encourage
companies interested in acquiring us to negotiate in advance with our Board of Directors. These provisions may
make it more difficult to accomplish transactions which stockholders may otherwise deem to be in their best
interests.
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POTENTIAL CONSEQUENCES IF THE PROPOSALS ARE APPROVED

If the Proposals are approved by stockholders at the Special Meeting and all other conditions to closing the
transaction are satisfied or waived by the parties, we expect to consummate the Preferred Stock transaction and
subordinated note and warrant unit offering promptly after such approval. We will also enter into the
Management Services Agreement with FIC and issue the FIC Warrant to FIC. The following is a discussion of
certain potential consequences if the Proposals are approved:

Improved Balance Sheet and Capital Levels. Upon closing of the Preferred Stock transaction and unit
offering, the Company and the Bank will receive aggregate gross proceeds of $120 million. With the proceeds of
the Preferred Stock transaction and unit offering, we believe that our regulatory capital ratios will remain well
above required levels in 2008 and 2009. We further believe that this additional capital will enable us to execute
on our strategic growth initiative and generate value for our stockholders.

Expected Strategic Benefits. We expect that Harrison I. Steans and his daughter, Jennifer W. Steans, will be
actively involved in helping formulate the strategic direction of the Company and the Bank. We believe that the
Steans’ involvement in our business will enable us to capitalize on their expertise, reputation and strong ties to
the Chicago area banking community.

Mr. Steans, a former Chairman of LaSalle National Bank, NBD Illinois and USAmeribancs, Inc., has had a
long and successful career in the banking industry and is the Chairman of the Executive Committee of FIC, a
Chicago-based private asset management firm with over $600 million in equity investment commitments, and
Chairman of the Steans Family Foundation. Ms. Steans is the President of FIC and is responsible for its private
equity investment activities, and, as a former member of the Board of Directors of PCB Bancorp and current
Chairman of USAmeribancorp, Inc., has substantial banking and investment experience. In connection with the
Preferred Stock offering, it is contemplated that Mr. Steans will serve as Chairman of a newly formed Executive
Committee, which is further described above under “Proposal 3 — Establishment of the Executive Committee” and
below under “Potential Consequences If the Proposals Are Approved — Establishment of the Executive Committee.”

Rights of Investors. Upon closing, the rights and privileges associated with our common stock issuable upon
conversion of the Preferred Stock and exercise of the warrants, as applicable, will be identical to the rights and
privileges associated with our common stock held by the existing holders of our common stock, including voting
rights.

Market Effects. The ability of holders of the Preferred Stock and warrants to convert or exercise, as
applicable, all such Preferred Stock and warrants into shares of our common stock may impact trading patterns
and adversely affect the market price of our common stock. In addition, the holders of the Preferred Stock will
have registration rights with respect to shares of our common stock issuable upon conversion or exercise, as
applicable, of such Preferred Stock and warrants held by them and other shares of common stock held by them.
Any such shares of our common stock, if and when registrable for resale pursuant to an effective registration
statement, will be freely transferable without restriction under the Securities Act of 1933. The shares of common
stock issuable upon conversion or exercise, as applicable, of such Preferred Stock and warrants may also be
transferable under Rule 144 under the Securities Act of 1933, subject in some cases to limitations imposed by
Rule 144. If large quantities of our common stock are issued upon conversion of the Preferred Stock and/or
exercise of the warrants and are sold (or if it is perceived that they may be sold) into the public market, the
trading price of our common stock could be materially adversely affected. In addition, any registration of the
Preferred Stock would cause us to incur significant expense related to the registration and ongoing compliance
costs related to the continued listing of a second class of securities.

Dilution. Upon closing, the shares of Preferred Stock will be immediately convertible into 6,000,000 shares
(subject to adjustment) of our common stock by the holders thereof. Subject to applicable restrictions, there will
also be approximately 900,000 shares (subject to adjustment) of common stock issuable upon the exercise of the
warrants in the unit offering and up to 500,000 shares (subject to adjustment) of common stock issuable upon the
exercise of the FIC Warrant, which will be immediately exercisable. The aggregate number of 7,400,000 shares
of common stock issuable upon the conversion of the Preferred Stock and exercise of the warrants will represent
approximately 67% of the 11,011,184 outstanding shares of our common stock on September 4, 2008, the date
we entered into the Securities Purchase Agreement for the Preferred Stock offering, and approximately 40% of
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the total number of shares of our common stock outstanding after giving effect to the conversion and exercise of
all of these securities. As a result, our existing stockholders will likely incur substantial dilution to their voting
interests and will own a significantly smaller percentage of our outstanding shares of common stock as a result of
the consummation of these transactions.

We expect that the transactions will have a dilutive effect on both the earnings per share of our common
stock and the book value per share of our common stock. Each period, we report basic and diluted earnings per
share of our common stock. The computation of these earnings per share amounts take into account net income
available to holders of our common stock and the number of shares of common stock outstanding. Diluted
earnings per share of common stock also takes into consideration the dilutive impact of certain financial
instruments that could be converted into shares of common stock, such as warrants, employee stock options and
convertible preferred securities. As a result of these transactions, net income available to holders of our common
stock will be reduced by any dividends declared on the Preferred Stock. In addition, dilutive shares outstanding
may increase to take into account the dilutive impact of the assumed exercise of the warrants and conversion of
preferred shares into shares of common stock. Because the computation of diluted earnings per share of common
stock assumes that the warrants and Preferred Stock are exercised for, or converted into, shares of our common
stock, the computation will be impacted regardless of whether or not these instruments actually are exercised or
converted. The impact of a reduction in net income available to common stockholders and an increase in shares
of common stock outstanding because of the actual or assumed conversion of the warrants and preferred shares
into shares of common stock could cause a dilution to our reported earnings per share of common stock.

Our reported book value per share of common stock will also be diluted because of these transactions. Book
value per share of common stock is computed by dividing stockholders’ equity attributable to holders of common
stock by our shares of common stock outstanding. As the warrants are exercised, the common stockholders’ equity
will increase by the amount of the exercise price received; however, shares outstanding will also increase,
resulting in a dilutive impact to the extent that the exercise price received is less than the current book value of our
common stock. In addition, as shares of our Preferred Stock are converted into shares of our common stock, the
equity of holders of our common stock equity will increase by the amount of the conversion price; however, the
shares of our common stock outstanding would also increase, resulting in a dilutive impact to the extent that the
common stock conversion price is less than the then current book value. At June 30, 2008, the Company’s book
value per share of common stock was $20.19, as compared to the $10.00 exercise price of the warrants to be
issued in the unit offering, the $20.00 per share exercise price of the FIC Warrant and the $10.00 per share
conversion price of the Preferred Stock. Since the exercise and conversion prices will be less than the then current
book value per share of common stock, if the warrants or Preferred Stock were to be immediately converted into
common stock, the impact would be dilutive to book value per share of common stock. If all of the warrants and
Preferred Stock were assumed to have been issued and exercised for, or converted into, common stock as of
June 30, 2008, the Company’s book value per share of common stock would have been $16.36.

Concentration of Ownership. Our Board of Directors, our officers and their immediate families and related
entities currently hold approximately 47% of the outstanding shares of our common stock, with certain members
of the Taylor family holding approximately 44%. As our Chairman and Chief Executive Officer and our
Executive Vice President, respectively, and as beneficial owners of the largest block of our common stock, Bruce
W. Taylor and Jeffrey W. Taylor (and other Taylor family members and related entities) may exercise substantial
control over our future direction and operation. Such a concentration of control may have the effect of
discouraging, delaying or preventing a change in control and may also have an adverse effect on the market price
of our common stock.

In addition, if the Proposals are approved by stockholders at the Special Meeting, members of the Taylor
family, the Steans and their respective affiliates will own securities with a substantial portion of the total
combined voting power of our outstanding voting shares. Although members of the Taylor family and members
of the Steans family have not entered into any agreement or arrangement with respect to their voting of our
securities after the closing of the transactions, the Steans family, the Taylor family and their respective affiliates,
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were they to vote in the same way, will be able to exercise significant control over all matters requiring approval
of the Company’s stockholders, including the election of directors and approval of significant corporate
transactions and matters including mergers or similar transactions and amendments to our certificate of
incorporation. Each of the Steans family and the Taylor family, separately, were their respective members to
collectively vote in the same way, could also separately exercise significant control over matters requiring
approval of the Company’s stockholders.

The current ownership of our voting securities, and the expected ownership after the consummation of the
Preferred Stock and subordinated debt and warrant transactions, are further described below in the section of this
proxy statement captioned “Security Ownership of Certain Beneficial Owners and Management.”

Establishment of the Executive Committee. Upon closing of the Preferred Stock transaction and the filing of
the Third Amended and Restated Certificate of Incorporation with the Secretary of State of the State of
Delaware, the Executive Committee will be established. The Executive Committee, which will initially be
comprised of Bruce W. Taylor, as the Taylor family designee, Harrison Steans, as the FIC designee, and Mark
Hoppe, as the senior officer designee, will be able to exercise significant authority over significant matters
affecting the Company. The unanimous approval of the Executive Committee is required for us to take many
significant corporate actions, and any member of the Executive Committee could, by himself or herself, block
our taking action that is approved by our board of directors and that may be in the best interests of our
stockholders. It is possible that the interests of the members of the Executive Committee may differ from those of
our other stockholders with respect to corporate actions requiring Executive Committee approval. In addition, the
requirement to obtain Executive Committee approval prior to taking actions or engaging in transactions could
create logistical difficulties in consummating the actions or transactions if an Executive Committee member is
for any reason incapacitated, unreachable or otherwise unavailable to provide his or her approval. Please see the
section of this proxy statement above captioned “Anti-Takeover Effects” for additional information.

Corporate Governance Documents. If the Proposals are approved by the stockholders, then in connection
with the consummation of the Preferred Stock transaction, we will file the Third Amended and Restated
Certificate of Incorporation with the Secretary of State of the State of Delaware, at which time it will become
effective. The Third Amended and Restated By-laws will become effective upon their approval by the
stockholders at the Special Meeting. The provisions of the Third Amended and Restated Certificate of
Incorporation and By-laws may have anti-takeover effects. Please see the section of this proxy statement above
captioned “Anti-Takeover Effects” for additional information.

Tax Treatment and Accounting Treatment of the Company. If the Proposals are approved, each of the
Preferred Stock transaction, the unit offering and other related transactions as described in this proxy statement
will have certain tax and accounting consequences to us. See the sections of this proxy statement captioned
“Proposal 1 — Tax Treatment, Accounting Treatment and Regulatory Consequences” and “Proposal 2 — Tax
Treatment, Accounting Treatment and Regulatory Consequences,” for additional information.
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POTENTIAL CONSEQUENCES IF THE PROPOSALS ARE NOT APPROVED

All Proposals Are Interrelated. All Proposals set forth for consideration in this proxy statement are
interrelated. In the event any one or more of the Proposals set forth in this proxy statement are not approved by
our stockholders at the Special Meeting and we have not already consummated the transaction contemplated by
the Proposals, (A) the transactions contemplated by any of the Proposals may not be consummated (B) the Third
Amended and Restated By-laws will not become effective, and (C) a majority of Preferred Stock investors, as
represented by the number of shares of Preferred Stock for which such investors have subscribed, will have the
right to terminate the Securities Purchase Agreement. Upon such a termination by the Preferred Stock investors,
we will be required under the Securities Purchase Agreement to pay FIC a fee of $1.5 million.

Additional Meetings. If all of the Proposals are not approved by our stockholders at the Special Meeting,
then upon the request of a majority of the Preferred Stock investors as represented by the number of shares of
Preferred Stock for which such investors have subscribed, or upon the request of a majority of the Unit Offering
investors as represented by the principal amount of subordinated notes for which such investors have subscribed,
we are required to seek to obtain the stockholder approval of the Proposals at any subsequent meeting of
stockholders of the Company until the approval is obtained.

Capitalization. Our ability to support our growth initiative and meet minimum regulatory capital
requirements to be considered well-capitalized at the Company and at the Bank is dependent in part on us being
able to consummate the Preferred Stock transaction. If we are unable to successfully consummate this
transaction, we would be required to significantly reduce our earning asset growth in future periods and our
business, reputation, ability to remain well-capitalized and ability to attract and retain qualified personnel may be
materially adversely affected. We would also be required to seek additional capital, and events or circumstances
in the capital markets generally that are beyond our control may adversely affect our ability to do so on terms
acceptable to us, or at all. We may also fail to meet minimum capital levels for qualification as “well-capitalized”
under applicable bank regulations. In that event, our access to capital and ability attract and retain deposits would
be adversely effected.

Designated Preferred Dividends. Under certain circumstances, prior to the issuance of the Preferred Stock,
we may issue the Designated Preferred pursuant to the Securities Purchase Agreement, which shares of
Designated Preferred will be automatically exchanged for shares of Preferred Stock upon the approval of the
Proposals at the Special Meeting and the filing of the Third Amended and Restated Certificate of Incorporation
with the Secretary of State of the State of Delaware. If we close the issuance of the Designated Preferred and
(1) the Proposals are not approved by our stockholders, (2) the Third Amended and Restated Certificate of
Incorporation including the designation of the Preferred Stock is not filed with the Secretary of State of the State
of Delaware, and (3) all Designated Preferred has not been exchanged for Preferred Stock, on or prior to
November 15, 2008, then dividends will be deemed to have accrued on the Designated Preferred, on a
cumulative basis and compounded quarterly at an annual rate equal to 16.0% on the liquidation preference of
$25.00 per share, from the date of issuance, and will continue to accrue at such rate. Our continuing obligation to
pay this dividend could reduce our available financial resources and otherwise negatively affect our financial
condition. If we are unable to pay such dividends with respect to the Designated Preferred, we will be prohibited
from paying dividends with respect to our common stock.

Potential Registration of Designated Preferred. If we close the issuance of the Designated Preferred and
(1) the Proposals are not approved by our stockholders, (2) the Third Amended and Restated Certificate of
Incorporation including the designation of the Preferred Stock is not filed with the Secretary of State of the State
of Delaware, and (3) all Designated Preferred has not been exchanged for Preferred Stock, on or before
December 31, 2008, then (a) we will be required to pay FIC a fee of $1.5 million, and (b) the holders of at least a
majority of the Designated Preferred then outstanding may require us to register for resale all of the Designated
Preferred and we must use our reasonable best efforts to cause the listing of the Designated Preferred on a
national securities exchange. Consequently, any such shares of our Designated Preferred that are issued or sold
pursuant to an effective registration statement will be freely transferable without restriction under the Securities
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Act of 1933. In addition, any registration of the Designated Preferred would cause us to incur significant expense
related to the registration and ongoing compliance costs related to the continued listing of a second class of
securities.

Potential Conversion of Designated Preferred. If we close the issuance of the Designated Preferred and
after the Special Meeting any shares of Designated Preferred remain outstanding, the holders of our Designated
Preferred may convert, in the aggregate, up to that number of shares of Designated Preferred that would result in
the issuance of a number of shares of our common stock equal to 1,301,135 shares, which represents 19.99% of
the 11,011,184 shares of our common stock outstanding immediately prior to the execution of the Securities
Purchase Agreement, less the 900,000 shares of our common stock issuable upon exercise of the warrants issued
in the unit offering. The issuance of any such additional shares of our common stock upon such a conversion
would likely cause our existing stockholders to incur substantial dilution to their voting interests and own a
smaller percentage of our outstanding shares of common stock as a result of the conversion. However, such
dilution will be substantially less than if the Proposals are approved and the Preferred Stock is issued as
described in this proxy statement.

Exercisability of Warrants. The unit offering warrants will be exercisable into shares of our common stock
on the later of the date of the Special Meeting and the 180th day following the date on which the warrants are
issued. Even if our stockholders do not approve the Proposals, the unit offering warrants will still become
exercisable for shares of our common stock.
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Interests of Certain Persons in Matters to be Acted Upon

Director and Executive Officer Participation. Four of our directors, including three who are executive
officers, and one of our other executive officers (and/or entities controlled by them, respectively) have agreed to
purchase shares of Preferred Stock at the price of $25.00 per share in the transaction. These individuals have
agreed to purchase an aggregate of 120,000 shares of Preferred Stock for a total purchase price of $3,000,000. In
addition, two of our directors (who are also executive officers) have subscribed to purchase an aggregate of
$700,000 in units of subordinated debt and warrants in the unit offering. In addition, 22 of our other employees
have agreed to participate in the Preferred Stock transaction.

The following table reflects the participation of our directors, executive officers and other employees in the
Preferred Stock transaction and unit offering. The below table is titled “New Plan Benefits,” in accordance with
rules of the SEC:

New Plan Benefits
Number of
Number of Shares
Shares of Principal Amount Underlying Unit Aggregate
Preferred of Subordinated Offering Amount
w Stock (#) Debt ($) Warrants (#)  Invested ($)
Bruce W.Taylor, .......... .. 20,000 $ 500,000 7,500 $1,000,000
Chairman and Chief Executive
Officer(1)
Mark AL Hoppe, . ..o oo 40,000 $ 200,000 3,000 $1,200,000
Director and President(2)
Jeffrey W. Taylor, ...... . ... . ... 40,000 — — $1,000,000
Director and Executive Vice President(3)
Robin VanCastle, . . ... . 4,000 — — $ 100,000
Chief Financial Officer(4)
John F. Timmer, ............ ... ... .. .. i ... 4,000 $ 200,000 3,000 $ 300,000
Executive Vice President of Relationship Banking(5)(6)
Mark T. Garrigus, ... ...t — — — —
President of Credit Policy and Chief Credit Officer(6)
Executive Group . .......viiieinieie i 104,000 $ 700,000 10,500 $2,600,000
Non-Executive Director Group(7) .. .........c.ovua... 20,000  $1,500,000 22,500 $2,000,000
Non-Executive Employees Group .. ................... 193,280 — — $4,832,000

(1) Purchased by the Bruce W. Taylor Revocable Trust under agreement dated 4/10/1984, of which Bruce W.
Taylor is the trustee, in the Preferred Stock transaction and unit offering.

(2) Purchased by Mr. Hoppe and his spouse, jointly.

(3) Purchased by Jeffrey Taylor and Susan D. Taylor, as tenants in common.

(4) Purchased by Robin VanCastle as trustee for the Robin VanCastle Revocable Trust.
(5) Purchased by Mr. Timmer and his spouse, jointly

(6) Mr. Timmer and Mr. Garrigus are no longer employed by the Company, and their holdings are not included
in the totals for the Executive Group or the Non-Executive Employees Group.

(7) Purchased by the M. Hill Hammock Jr. Living Trust, in the Preferred Stock transaction and unit offering.
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Each of the directors who participated in the Preferred Stock transaction recused himself from our Board of
Directors vote to approve the transaction and to authorize and recommend the Proposals described in this proxy
statement. In addition, prior to its approval of the transactions, our Board of Directors, as required under the rules
of The Nasdaq Stock Market and our internal corporate governance guidelines relating to “related party
transactions,” referred the transactions to the Audit Committee for its approval. The Audit Committee reviewed
the terms and conditions of the transactions with a view to the potential conflict of interest and determined that
the transactions are in the best interest of our stockholders, and specifically approved the participation of our
directors, executive officers and other employees in the Preferred Stock transaction and unit offering.

Bruce W. Taylor Employment Agreement. In connection with the transactions described in this proxy
statement, we entered into an employment agreement with Bruce W. Taylor, the effectiveness of which is
conditioned upon the closing of the Preferred Stock transaction. Please see the section of this proxy statement
captioned “Compensation of Directors and Executive Officers — 2008 Compensation Actions” for a summary of
the material terms of the employment agreement.

Jeffrey W. Taylor Consulting Agreement. In connection with the transactions described in this proxy
statement, we entered into a consulting agreement with Jeffrey W. Taylor, the effectiveness of which is
conditioned upon the closing of the Preferred Stock transaction. Please see the section of this proxy statement
captioned “Compensation of Directors and Executive Officers — 2008 Compensation Actions” for additional
information.

Executive Committee. In connection with the adoption of the proposed Third Amended and Restated
Certificate of Incorporation and the approval of the proposed Third Amended and Restated By-laws, an
Executive Committee, which will consist of three members of our Board of Directors, will be established. The
Executive Committee and its authority and powers are further described above under “Proposal 3 —
Establishment of the Executive Committee.” It will consist of one member who is a director designated for
nomination by members of the Taylor family, one member designated for nomination by FIC and one member
that is our most senior executive officer serving on the Board of Directors and not affiliated with either FIC or
the Taylor family. It is contemplated that the initial members of the Executive Committee will be Bruce W.
Taylor, our Chairman and Chief Executive Officer, Harrison 1. Steans, who will serve as the initial Chairman of
the Executive Committee, and Mark A. Hoppe, our President.

Voting Agreement. In connection with the Securities Purchase Agreement, on September 4, 2008, we
entered into a voting agreement with members of the Taylor family, including Bruce W. Taylor, Jeffrey W.
Taylor, and a trust controlled by members of the Taylor family. Collectively, the Taylor family members and the
trust held approximately 44% of the total voting power of our outstanding shares of common stock as of the
Record Date for the Special Meeting. They have agreed to vote their shares of common stock in favor of each of
the Proposals to be considered at the Special Meeting.

Registration Rights Agreement. In connection with the Securities Purchase Agreement, we agreed to enter
into a Registration Rights Agreement with the Preferred Stock investors, members of the Taylor family and FIC.
FIC, the Steans, members of the Taylor family and other Preferred Stock investors including other directors,
officers and other employees of the Company, may require the Company to register their Company securities, as
further described above in the section of this proxy statement captioned “Proposal 1 — Registration Rights
Agreement.”

Company Securities Ownership. Members of the Taylor family held approximately 44% of the total voting
power of our outstanding shares of common stock as of the Record Date for the Special Meeting. If all of the
Proposals are approved by our stockholders at the Special Meeting and the transactions are consummated,
significant Preferred Stock investors, including FIC, Harrison I. Steans and Jennifer W. Steans, would become
significant stockholders of the Company as described above in the section of this proxy statement captioned
“Potential Consequences If the Proposals Are Approved — Concentration of Ownership” and below in the section
of this proxy statement captioned “Security Ownership of Certain Beneficial Owners and Management.”
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Security Ownership of Certain Beneficial Owners and Management

Our Board of Directors, our officers and their immediate families and related entities hold approximately
47% of the outstanding shares of our common stock, with members of the Taylor family owning approximately
44%. As the Chairman, Chief Executive Officer and Executive Vice President of the Company and as beneficial
owners of the largest block of our common stock, Mr. Bruce W. Taylor and Mr. Jeffrey W. Taylor may exercise
substantial control over our future direction and operation. Such a concentration of control may have the effect of
discouraging, delaying or preventing a change in control and may also have an adverse effect on the market price
of our common stock.

The table below sets forth information regarding beneficial ownership of our common stock as of the close
of business on August 28, 2008 by (1) each stockholder known by us to be the beneficial owner of more than five
percent of the outstanding shares of our common stock, (2) each of our Chief Executive Officer, Chief Financial
Officer, as well as our three other most highly compensated executive officers for the year ended December 31,
2007 (collectively, the “Named Officers”), (3) each of our directors, and (4) all of our directors and executive
officers as a group. The table also sets forth information regarding the expected beneficial ownership of our
common stock and our Preferred Stock by such persons and other persons that are expected to beneficially own
more than five percent or more of the Preferred Stock or common stock following the consummation of preferred
stock and unit transactions (if all of the Proposals are approved at the Special Meeting).

Beneficial ownership is determined according to the rules of the SEC and generally includes any shares over
which a person possesses sole or shared voting or investment power as well as any shares that such person has
the right to acquire within 60 days of the applicable date, including through the exercise of options or other rights
or the conversion of another security. Except as otherwise indicated, we believe that the beneficial owners of
common stock listed below have sole investment and voting power with respect to the shares described below.
The information presented in the tables is based upon the most recent filings with the SEC by such persons or
upon information otherwise provided by such persons to us prior to August 28, 2008.

The applicable percentage ownership for each person listed below is based upon 11,011,184 shares of
common stock outstanding as of August 28, 2008, and with respect to the adjusted information, an estimated total
of 11,011,184 shares of common stock outstanding. Shares of common stock subject to options, warrants or other
rights that are exercisable or convertible within 60 days after the applicable date are deemed outstanding for the
purpose of calculating the percentage ownership of the person holding those options, warrants or other rights but
are not treated as outstanding for the purpose of calculating the percentage ownership of any other person. Unless
otherwise noted, the address for each holder of five percent or more of our common stock listed below is: c/o
Taylor Capital Group, Inc., 9550 West Higgins Road, Rosemont, Illinois 60018.
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Class: Common Stock

Class: Preferred Stock

Number of Percent of Class Number of Percent of Number of Percent of
Shares (August 28, Shares Class (after Shares Class (%)
(August 28, 2008) (after transactions) (after (after
Names of Beneficial Owners 2008) (%) transactions) (%) transactions) transactions)
Bruce W. Taylor........ 4,772,320(1) 43.2 4,822,320(1)(2) 43.5 20,000(3) *
Jeffrey W. Taylor . ...... 4,766,430(4) 43.1 4,866,430(4)(5) 43.7 40,000(6) 1.7
Cindy Taylor Robinson .. 4,770,600(7) 433 4,820,600(7)(8) 43.6 20,000(9)
Taylor Voting Trust
U/A/D 11/30/98 ... ... 4,686,600(10) 42.6 4,686,600(10) 42.6 — —
Michael P. Krasny . ..... — — 700,000(11) 6.0 280,000(12) 11.7
Prairie Capital IV, L.P. .. — — 475,000(13) 4.1 190,000(14) 7.9
Prairie Capital IV, QP,
LP. o — — 475,000(13) 4.1 190,000(14) 7.9
Bank of America
Corporation ......... 800,066(15) 7.3 800,066(15) 7.3 —
Ronald D. Emanuel ..... 149,451(16) 1.4 149,451(16) 1.4 — —
Edward T. McGowan . . .. 99,314(17) * 99,314(17) * —
Mark A. Hoppe ........ 60,030 * 160,030(18) 1.4 40,00021) 1.7
M. Hill Hammock . . . ... 47,650(19) . 97,650(19)(20) * 20,000(22) *
Robin VanCastle ....... 40,311(23) * 50,311(23)(24) * 4,000(25) *
Richard W. Tinberg .. ... 34,340(26) * 34,340(26) * — —
Melvin E. Pearl ........ 19,340(27) * 19,340(27) * — —
Ronald L. Bliwas ....... 11,432(28) * 11,432(28) * — —
Shepherd G. Pryor, IV ...  6,667(29) * 6,667(29) * — —
Louise O’Sullivan . ..... 4,097(30) * 4,097(30) * — *
Harrison I. Steans . . .. ... — — 1,175,000(31) 9.6 270,000032) 11.3
Jennifer W. Steans .. .... — — 689,300(33) 5.9 75,720(34) 3.2
Mark T. Garrigus . ...... 85,849(36) * 85,849(36) * — —
John F. Timmer ........ 20,591 * 30,591(37) * 4,000(38) *
All directors and
executive officers as a
group on August 28,
2008
(12 persons)(35)(39) 5,324,782(40) 47.7 NA NA NA NA
All directors and
executive officers as a
group after transactions
NA NA 6,999,082(41) 55.2 469,720 19.6

(14 persons)(35)(39) ..

ES

e))

(@)
3

“

Denotes beneficial ownership less than one percent.

Includes (i) 4,686,600 shares common stock that are held by a Voting Trust under agreement dated
11/30/98, of which Jeffrey W. Taylor, Bruce W. Taylor and Cindy Taylor Robinson each serve as trustees,
(i1) 39,720 shares of common stock that are held in the Bruce W. Taylor Gift Trust under agreement dated
6/10/82, of which Bruce W. Taylor and Cindy L. Taylor Robinson serve as trustees; (iii) 10,000 shares
held directly, and (iv) 36,000 shares of common stock issuable within 60 days upon exercise of options.

Includes 50,000 shares of common stock issuable upon conversion of the Preferred Stock beneficially
owned by the Bruce W. Taylor Revocable Trust under agreement dated 4/10/1984.

Reflects 20,000 shares of Preferred Stock beneficially owned by the Bruce W. Taylor Revocable Trust
under agreement dated 4/10/1984.

Includes (i) 4,686,600 shares of common stock that are held by a Voting Trust under agreement dated
11/30/98, of which Jeffrey W. Taylor, Bruce W. Taylor and Cindy Taylor Robinson each serve as trustees,
(i) 39,780 shares of common stock that are held in the Jeffrey W. Taylor Gift Trust under agreement dated
6/10/82, of which Jeffrey W. Taylor and Brian Taylor serve as trustees, (iii) 375 shares held by Susan
Taylor as custodian for Adam Taylor UTMA, (iv) 375 shares held by Susan Taylor as custodian for Brian
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Taylor UTMA, (v) 300 shares held by Susan Taylor as custodian for Lisa Taylor UTMA, (vi) 3,000 shares
owned by Susan Taylor, and (vii) 36,000 shares of common stock issuable within 60 days upon exercise of
options.

Includes 100,000 shares of common stock issuable upon conversion of the Preferred Stock owned by
Jeffrey Taylor and Susan D. Taylor, as tenants in common.

Reflects 40,000 shares of Preferred Stock owned by Jeffrey Taylor and Susan D. Taylor, as tenants in
common.

Includes (i) 4,686,600 shares of common stock that are held by a Voting Trust under agreement dated
11/30/98, of which Jeffrey W. Taylor, Bruce W. Taylor and Cindy Taylor Robinson each serve as trustees,
(i1) 39,720 shares of common stock that are held in the Bruce W. Taylor Gift Trust under agreement dated
6/10/82, of which Bruce W. Taylor and Cindy Taylor Robinson serve as co-trustees, (iii) 39,780 shares of
common stock that are held in the Cindy L. Taylor Gift Trust under agreement dated 6/10/82, of which
Cindy Taylor Robinson and Susan Taylor serve as co-trustees, and (iv) 4,500 shares held directly.

Includes 50,000 shares of common stock issuable upon conversion of the Preferred Stock owned by
Mrs. Robinson.

Reflects 20,000 shares of Preferred Stock owned by Mrs. Robinson.

Jeffrey W. Taylor, Bruce W. Taylor and Cindy Taylor Robinson each serve as trustees of Taylor Voting
Trust U/A/D 11/30/98 (the “Taylor Trust”). The voting trust agreement with respect to the Taylor Trust
provides the trustees with full discretion as to how to vote the shares of common stock held in trust under
such agreement, either in person or by proxy, as they deem proper on all matters that may be submitted to
stockholders. The voting trust agreement does not restrict the ability of the depositors of shares of common
stock in the Taylor Trust from transferring such shares (subject to applicable restrictions under other
agreements). The voting trust agreement may be terminated by a majority of the number of votes eligible
to be cast by the trustees or the written consent of depositors holding two-thirds of all of the shares held in
trust under the agreement.

Reflects 700,000 shares of common stock issuable upon the conversion of the Preferred Stock owned by a
limited liability company which is wholly owned by Mr. Krasny’s revocable trust. The address for the
reporting person is 1622 Willow Road, Suite 200, Northfield, IL 60093.

Reflects 280,000 shares of Preferred Stock owned by a limited liability company which is wholly owned
by Mr. Krasny’s revocable trust.

Reflects shares of common stock issuable upon the conversion of the Preferred Stock. Daniels & King
Capital IV, L.L.C. (“Daniels & King”), is the general partner of Prairie Capital IV, L.P. and Prairie Capital
IV QP, L.P. and has voting power and investment control over these shares. Stephen V. King and C. Bryan
Daniels are the managing members of Daniels & King. Each of Daniels & King and Messrs. King and
Daniels disclaim beneficial ownership of the shares held by the Prairie Capital funds. The address for the
reporting person is 191 N. Wacker Dr., Suite 800, Chicago, Illinois 60606.

Daniels & King Capital IV, L.L.C., which we refer to as Daniels & King, is the general partner of Prairie
Capital IV, L.P. and Prairie Capital IV QP, L.P. and has voting power and investment control over these
shares. Stephen V. King and C. Bryan Daniels are the managing members of Daniels & King. Each of
Daniels & King and Messrs. King and Daniels disclaim beneficial ownership of the shares held by the
Prairie Capital funds.

As reported on a Schedule 13G filed with the SEC on February 7, 2008 jointly by Bank of America
Corporation, NB Holdings Corporation, Bank of America, National Association, Banc of America
Securities Holdings Corporation, Banc of America Securities LLC, Columbia Management Group, LLC,
Columbia Management Advisors, LLC and United States Trust Company, N.A. According to the Schedule
13G: (a) Bank of America Corporation and NB Holdings Corporation each has shared voting power with
respect to 650,385 shares of common stock and shared dispositive power with respect to 800,066 shares of
common stock, (b) Bank of America, National Association has sole voting and dispositive power with
respect to 22 shares of common stock, shared voting power with respect to 637,013 shares of common
stock and shared dispositive power with respect to 786,694 shares of common stock, (¢) Banc of America
Securities Holdings Corporation has shared voting and dispositive power with respect to 13,250 shares of
common stock, (d) Banc of America Securities LLC has sole voting and dispositive power with respect to
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13,250 shares of common stock, (e) Columbia Management Group, LL.C has shared voting power with
respect to 637,013 shares of common stock and shared dispositive power with respect to 786,694 shares of
common stock, (f) Columbia Management Advisors, LLC has sole voting power with respect to 637,013
shares of common stock, sole dispositive power with respect to 781,874 shares of common stock and
shared dispositive power with respect to 4,820 shares of common stock, and (g) United States Trust
Company, NA has sole voting and dispositive power with respect to 100 shares of common stock. The
address for each of the reporting persons is 100 North Tryon Street, Floor 25, Bank of America Corporate
Center, Charlotte, NC 28255.

Includes (i) 128,691 shares owned by the Emanuel Family Partnership, and (ii) 15,480 shares of common
stock issuable within 60 days upon exercise of options.

Includes (i) 15,000 shares owned by the Edward T. McGowan Trust, and (ii) 15,480 shares of common
stock issuable within 60 days upon exercise of options.

Includes 100,000 shares of common stock issuable upon conversion of the Preferred Stock owned jointly
by Mr. Hoppe and his spouse, jointly

Includes (i) 21,000 shares owned by the M. Hill Hammock Jr. Living Trust, and (ii) 21,000 shares owned
by the Cheryl W. Hammock Living Trust.

Includes 50,000 shares of common stock issuable upon conversion of the Preferred Stock beneficially
owned by the M. Hill Hammock Jr. Living Trust.

Reflects 40,000 shares of Preferred Stock owned by Mr. Hoppe and his spouse, jointly.
Reflects 20,000 shares of Preferred Stock beneficially owned by the M. Hill Hammock Jr. Living Trust.
Includes 25,861 shares of common stock issuable upon exercise of options.

Includes 10,000 shares of common stock issuable upon conversion of the Preferred Stock beneficially
owned by Robin VanCastle as trustee for the Robin VanCastle Revocable Trust.

Reflects 4,000 shares of Preferred Stock beneficially owned by Robin VanCastle as trustee for the Robin
VanCastle Revocable Trust.

Includes 10,320 shares of common stock issuable upon exercise of options.
Includes 10,320 shares of common stock issuable upon exercise of options.
Includes 2,820 shares of common stock issuable upon exercise of options.
Includes 2,820 shares of common stock issuable upon exercise of options.
Includes 1,620 shares of common stock issuable upon exercise of options.

Includes (i) 500,000 shares of common stock issuable to FIC upon exercise of the FIC Warrant over which
such person may be deemed to share investment and/or voting power, and (ii) 675,000 shares of common
stock issuable upon conversion of 270,000 shares of Preferred Stock beneficially owned by Mr. Steans as
trustee of the Harrison I. Steans Self-Declaration of Revocable Trust. The business address of Mr. Steans is
c/o Financial Investments Corporation, 50 East Washington Street, Suite 400, Chicago, Illinois 60602.

Reflects 270,000 shares of Preferred Stock beneficially owned by Mr. Steans as trustee of the Harrison I.
Steans Self-Declaration of Revocable Trust.

Includes (i) 500,000 shares of common stock issuable to FIC upon exercise of the FIC Warrant over which
such person may be deemed to share investment and/or voting power, and (ii) 5,000 shares of common
stock issuable upon conversion of 2,000 shares of Preferred Stock beneficially owned by Ms. Steans as a
trustee of the Jennifer Steans 1999 Descendants Trust, (iii) 75,000 shares of common stock issuable upon
conversion of 30,000 shares of Preferred Stock beneficially owned by Ms. Steans as a trustee of the
Jennifer W. Steans 2000 Trust, (iv) 25,000 shares of common stock issuable upon conversion of 10,000
shares of Preferred Stock beneficially owned by James Kastenholz (the spouse of Ms. Steans) as trustee of
the James P. Kastenholz 2000 Trust, and (v) 84,300 shares of common stock issuable upon conversion of
33,720 shares of Preferred Stock held by PCB Limited Partnership of which Ms. Steans is one of three
general partners. In accordance with Rule 13d-4, Ms. Steans disclaims beneficial ownership of the shares
described in clauses (iv) and (v) hereof. The voting rights of the Preferred Stock described in clauses
(i1) through (v) hereof will be subject to the limitation described above under “Proposal 1 — Description of
the Preferred Stock — Voting Rights” prior to conversion of such shares. The business address of
Ms. Steans is c/o Financial Investments Corporation, 50 East Washington Street, Suite 400, Chicago,
Illinois 60602.
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Includes (i) 2,000 shares of Preferred Stock beneficially owned by Ms. Steans as a trustee of the Jennifer
Steans 1999 Descendants Trust, (ii) 30,000 shares of Preferred Stock beneficially owned by Ms. Steans as
a trustee of the Jennifer W. Steans 2000 Trust, (iii) 10,000 shares of Preferred Stock beneficially owned by
James Kastenholz (the spouse of Ms. Steans) as trustee of the James P. Kastenholz 2000 Trust, and
(iv) 33,720 shares of Preferred Stock held by PCB, Limited Partnership of which Ms. Steans is one of three
general partners. In accordance with Rule 13d-4, Ms. Steans disclaims beneficial ownership of the shares
described in clauses (iii) and (iv) hereof. The voting rights of the Preferred Stock described in clauses
(i1) through (v) hereof will be subject to the limitation described above under “Proposal 1 — Description of
the Preferred Stock — Voting Rights” prior to conversion of such shares.

Mr. Timmer and Mr. Garrigus are no longer employed by the Company. Their holdings are not included in
the totals for All directors and executive officers as a group on either August 28, 2008 or after the
transactions.

Includes 57,035 shares of common stock issuable upon exercise of options.

Includes 10,000 shares of common stock issuable upon conversion of the Preferred Stock owned jointly by
Mr. Timmer and his spouse, jointly.

Reflects 4,000 shares of Preferred Stock owned by Mr. Timmer and his spouse, jointly.

Harrison 1. Steans and Jennifer W. Steans will become members of our Board of Directors upon
consummation of the Preferred Stock (or Designated Preferred, as applicable) transaction pursuant to the
Securities Purchase Agreement. Their respective stock ownership totals are not included in the stock
ownership totals for all officers and directors as a group on August 28, 2008, but are included in stock
ownership totals for the officers and directors as a group after the transactions.

Includes 156,721 shares of common stock issuable upon exercise of options.

Includes (i) 156,721 shares of common stock issuable upon exercise of options, (ii) 1,174,300 shares of
common stock issuable upon conversion of the Preferred Stock, and (iii) 500,000 shares of common stock
issuable to FIC upon exercise of the FIC Warrant, over which Harrison I. Steans and Jennifer W. Steans
may be deemed to share investment and/or voting power.
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Capitalization

The following table sets forth our consolidated capitalization and capital ratios as of June 30, 2008 on an
actual basis and on a pro forma basis as adjusted to give effect to (1) the expected issuance of 2,400,000 shares of
Preferred Stock, for a total purchase price of $60 million, which Preferred Stock will be convertible into an
aggregate of 6,000,000 shares of our common stock at a conversion price of $10.00 per share, (2) in connection
with such Preferred Stock transaction, the related issuance to FIC of a warrant to purchase up to 500,000 shares
of our common stock at an exercise price of $20.00 per share, and (3) the issuance of units in an aggregate
amount of $60 million, each unit of which consists of a 10% subordinated note in the principal amount of $1,000,
issued by the Bank, and a warrant to purchase 15 shares of our common stock at an exercise price of $10.00 per
share, as if all of those transaction occurred at June 30, 2008.

The following data should be read in conjunction with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and the consolidated financial statements and the notes thereto from our
Annual Report on Form 10-K for the fiscal year ended December 31, 2007 and our Quarterly Report on
Form 10-Q, as amended, for the period ended June 30, 2008, included as Appendices 1, J, K and L to this proxy
statement. Certain amounts included in the “Pro Forma As Adjusted” column contain estimates, including
estimates of fair value and issuance costs, which may not reflect actual amounts when the transactions are
consummated.

June 30, 2008

Pro Forma
As
Actual Adjusted

(dollars in thousands,
except per share data)

Long-Term Debt(1)

Notes payable ... ... $ 12,000 $ 12,000

Junior subordinated debentures . ... ........ ... ... 86,607 86,607

10% subordinated notes issued by Cole Taylor Bank, due 2018, net of discount .. .. — 57,877(2)
Total Long-Term Debt . ...ttt $ 98,607 $156,484

Stockholders’ Equity:

Preferred stock, $.01 par value: (i) 5,000,000 shares authorized, no shares issued and
outstanding at June 30, 2008; (ii) 10,000,000 shares authorized, 2,400,000 shares of
Series A non-cumulative convertible perpetual preferred stock issued and outstanding,

AS AAJUSTEA . . o\ttt $ — $60,00003)
Common stock, $.01 par value; 45,000,000 shares authorized; (i) 11,918,654 shares

issued and 10,965,986 shares outstanding at June 30, 2008 and as adjusted. .. ........ 119 119
SUIPIUS .« ot 198,175  215,686(4)
Retained earnings ... ... ...ttt 44,908 28,228(5)
Accumulated other comprehensive income, net .............. ... ... 2,832 2,832
Treasury stock, at cost, 952,668 shares at June 30,2008 ............. ... .. .. ... .... (24,636) (24,636)
StocKhOIders” €qUILY . .o\ttt e e e e $221,398 $282,229
Total capitalization(6) . . ... ..ottt $320,005 $438,713
Book value per common Sshare . ............ ...t $ 2019 $ 20.27
Capital Ratios:
Total risk-based capital ratio ... ... ... .. it 10.26% 14.10%
Tier 1 risk-based capital ratio . .......... ... e 8.63 10.91
Leverage ratio ... ... ...ttt 7.71 9.44
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Long-term debt includes $12.0 million outstanding under our revolving line of credit and $86.6 million of
junior subordinated debentures issued TAYC Capital Trust I and TAYC Capital Trust II, our wholly-owned
statutory trusts form for the purposes of issuing Trust Preferred Securities.

Assumes the issuance of the 10% subordinated notes by Cole Taylor Bank, net of discounts. The
subordinated notes will be issued with detachable warrants which would allow the holders to convert the
warrants into 900,000 shares of our common stock at a $10.00 conversion price. A portion of the proceeds
received will be assigned to the value of the detachable warrants and will be recorded in equity as additional
paid in capital and a discount on the subordinated notes outstanding.

Assumes the issuance of 2,400,000 shares of 8.0% non-cumulative convertible perpetual preferred stock,
Series A, at a liquidation amount of $25.00 per share. Each share of Preferred Stock would be convertible
into 2.5 shares of our common stock. In addition, since the Preferred Stock can immediately be converted
into our common stock, assumes that the value assigned to the beneficial conversion feature embedded in
the Preferred Stock is charged directly to retained earnings.

Assumes the additional surplus provided by the beneficial conversion feature embedded in the Preferred
Stock ($16.7 million based upon the closing stock price on September 4, 2008, the date the definitive
agreement was announced) and the value assigned to the warrants, less issuance costs.

Since the Preferred Stock can immediately be converted in to common shares, assumes that the value
assigned to the beneficial conversion feature embedded in the Preferred Stock is charged directly to retained
earnings.

Total capitalization represents long-term debt plus total stockholders’ equity.
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FINANCIAL STATEMENTS

The Company’s Audited Consolidated Financial Statements (including Notes thereto) for the fiscal years
ended, and as of, December 31, 2007, December 31, 2006 and December 31, 2005, as included in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2007, are attached to this proxy statement as
Appendix I and thereby incorporated by reference herein. The Company’s Consolidated Financial Statements
(including Notes thereto) for the three-month and six-month periods ended June 30, 2008 and June 30, 2007, and
as of December 31, 2007 and June 30, 2008, as included in our Quarterly Report on Form 10-Q for the fiscal
quarter ended June 30, 2008, are attached to this proxy statement as Appendix K and thereby incorporated by
reference herein.

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

Management’s Discussion and Analysis of Financial Condition and Results of Operations for the fiscal
years ended December 31, 2007, December 31, 2006 and December 31, 2005, as included in our Annual Report
on Form 10-K for the fiscal year ended December 31, 2007, is attached to this proxy statement as Appendix J and
thereby incorporated by reference herein. Management’s Discussion and Analysis of Financial Condition and
Results of Operations for the three-month and six-month periods ended June 30, 2008 and June 30, 2007, as
included in our Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2008, is attached to this
proxy statement as Appendix L and thereby incorporated by reference herein.

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

There have been no changes in or disagreements with our accountants required to be disclosed pursuant to
Item 304 of Regulation S-K.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Information regarding our quantitative and qualitative disclosures about market risk is contained in
Management’s Discussion and Analysis of Financial Condition and Results of Operations as reported in our
Annual Report on Form 10-K and attached hereto as Appendix H and in our in Management’s Discussion and
Analysis of Financial Condition and Results of Operations as reported in our Quarterly Report on Form 10-Q
attached hereto as Appendix L, in each case in the section thereof entitled “Quantitative and Qualitative
Disclosures About Market Risk.”
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COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

As described above under the section of this proxy statement captioned “Interests of Certain Persons in
Matters to be Acted Upon,” certain of our directors and executive officers will be participating in the Preferred
Stock transaction and the unit offering. Under Nasdaq Marketplace Rule 4350(i)(1)(A), the shares of Preferred
Stock and unit offering warrants issued to these individuals constitute a compensation arrangement because such
shares will be issued a price below the book value of the Company’s common stock. As a result, we are required
to include the following information in this proxy statement with respect to the compensation of our directors and
executive officers.

Compensation Discussion and Analysis
Overview

The Company’s compensation programs for executive officers and key employees are administered under
the direction of the Compensation Committee (the “Committee”). The Committee’s primary responsibilities
include reviewing and making recommendations to our Board of Directors with respect to the Company’s
compensation programs and overseeing the administration of the Company’s employee benefit plans. The
Committee reviews and approves the compensation of Bruce W. Taylor, the Company’s Chairman and Chief
Executive Officer, and Jeffrey W. Taylor, the Company’s Executive Managing Director, Market Development
and New Ventures. The Committee also considers the compensation recommendations of the Company’s
Chairman and Chief Executive Officer in making its compensation decisions relative to other executive officers.
The Human Resources Department collects all relevant and historical compensation information, and works at
the direction of the Committee in putting forth preliminary recommendations regarding compensation levels for
the Company’s executive officers.

Objectives of Compensation Program

The primary objectives of the Committee with respect to the Company’s executive compensation program
are to (1) attract, motivate and retain individuals who will contribute to the Company’s success, (2) align the
interests of the Company’s executives with the long-term interests of our stockholders through award
opportunities that can result in the ownership of our common stock, and (3) motivate behavior to attain the
Company’s vision. To achieve these objectives, the Committee has designed and implemented an executive
compensation program using the following criteria:

e Compensation should be performance-based. The Committee believes that a portion of the short-term
and long-term financial rewards to the Company’s executives should be tied to Company and
individual performance goals. The Committee believes that this element of the executive compensation
program should increase if performance goals are achieved or exceeded and, correspondingly, should
decrease if performance goals are not achieved.

e Compensation should align the interests of the Company’s executives with the interests of the
Company’s stockholders. The executive compensation program emphasizes equity incentives in order
to align executive officers’ interests with those of the Company’s stockholders. Awards of restricted
stock and stock options are designed to encourage and motivate executive officers to act as owners of
the Company, and the Committee believes that such awards encourage executive officer and employee
actions focused on the Company’s long-term success.

e Compensation should be competitive. The Company’s executive compensation program is designed to
compensate the Company’s executives at levels comparable to executives at similar companies. The
Committee annually reviews our executive compensation program to ensure that remuneration levels
and benefits are competitive with Towers Perrin’s published survey data, and utilizes publicly available
information and compensation surveys to make informed decisions regarding pay and benefit practices.
The Committee engages a compensation consultant who provides the requisite data and analysis, and
serves as an advisor on compensation-related issues.
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The executive compensation program’s objectives are achieved through a pay-for-performance, total
compensation approach, inclusive of base salary, annual and long-term cash incentives, and equity compensation.
Pay-for-performance is addressed through the design of the variable elements of the executive compensation
program, which generally includes cash compensation tied to financial-based performance metrics, competitive
pay practices and equity compensation. Consistent with the pay-for-performance approach, target compensation
levels are established through a review of analyses that are prepared by the Company’s compensation consulting
firm on a bi-annual basis and updated in the intervening years by our Human Resources Department. The
Committee considers these analyses as it determines the cash and incentive compensation elements of executive
compensation packages with the intention of paying the Company’s executives at or near the median of base
salary, total cash compensation and equity incentive compensation (within dilution constraints) relative to the
published survey data of Towers Perrin.

Compensation Consultant

In July 2006, the Committee retained Towers Perrin, a compensation consulting firm, to provide
information, to evaluate and make recommendations on the Company’s compensation practices. Towers Perrin
performed analysis of compensation compared to Towers Perrin’s 2006 Financial Services Executive
Compensation Database. The Committee considered this analysis as it determined the cash and incentive
compensation elements of executive compensation packages for 2007 with the intention of paying the
Company’s executives at or near the median of base salary, total cash compensation, and equity incentive
compensation (within dilution constraints) relative to the Towers Perrin published survey data.

During 2007, the Committee retained Towers Perrin to provide compensation information and
recommendations for specific executive officers who were promoted or newly hired in their positions. The
Human Resources Department also updated the 2006 published survey data from Towers Perrin in order to bring
our assessment of pay levels current using recommended projection methods.

The Committee expects to periodically retain a compensation consultant to provide the Committee with
information regarding competitive market data, guidance with respect to certain legal and regulatory
requirements and compensation best practices. The Committee believes that a compensation consultant’s input
and guidance provides an appropriate framework for the Committee to make informed decisions with respect to
our executive compensation program. The Committee does not prohibit management from engaging the same
compensation consultant for other compensation advisory projects and Towers Perrin has performed services for
the Company separate from its work for the Committee. However, the Committee believes the nature of those
engagements, and the fees paid on those engagements, have not compromised Towers Perrin’s independence or
advice to the Committee.

Elements of the Compensation Program

Total Compensation. The Committee considers all components of the Company’s compensation program in
the aggregate rather than focusing on any one component in isolation. The Committee reviews the dollar value of
each of the following compensation components for each Named Officer:

e Base salary;

e Cash incentive bonuses;

e Equity compensation, including stock options and restricted stock;

e Retirement (including Supplemental Retirement Plan (SERP)), health and welfare benefits; and
e Perquisites

At a Committee meeting held during the first quarter of each year, the Committee reviews and approves the
compensation of each Named Officer and sets base salaries (effective in late March), establishes annual incentive
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bonus plan targets and performance goals under the 2007 Incentive Bonus Plan, approves equity incentive
awards for the current year and determines annual incentive cash bonus plan awards for the year just concluded.
The meeting at which the Committee approves annual equity incentive awards for the current year typically is
scheduled after the earnings press release for the prior year at a time when the Company has not imposed a
blackout period for transactions involving its common stock.

The following describes in more specific terms the elements of Named Officer compensation in 2007:

Base Salary. Base salary is established for each Named Officer based on his or her unique value and
historical contributions to the Company’s success. The Committee, among other things, takes into account
competitive market compensation paid by companies in the published survey data of Towers Perrin for similar
positions. The information used by the Committee in setting base salary levels includes data available from
objective, professionally conducted market studies, such as the Towers Perrin reports discussed above, which is
then integrated with Company and individual performance considerations. The Committee annually reviews the
base compensation of our Named Officers to assure that a competitive position is maintained.

As discussed above, executive officer base salaries are targeted at or near the median of the Towers Perrin
published survey data. Base salaries are determined by evaluating each executive officer’s level of responsibility
and experience and the Company’s performance for the immediately completed period. Increases to base salaries,
if granted, are driven primarily by individual performance and comparative data from the Towers Perrin
published survey data. Individual performance is evaluated by reviewing the Named Officer’s success in
achieving business results, promoting our core values and demonstrating leadership abilities. In setting the base
salaries of the executive officers for 2007, the Committee reviewed the compensation of comparable senior
executives from the Towers Perrin published survey data. In 2007, the Committee increased the base salaries of
many of our Named Officers by approximately 4%. However, the Committee decreased the base salary of Jeffrey
W. Taylor by approximately 6% in light of the changes in his responsibilities. In making this determination, the
Committee recognized the lack of comparable market compensation data for the new position held by Jeffrey W.
Taylor, and the Committee acknowledged that his compensation should be reassessed for 2008. The Committee
also increased the base salary of Robin VanCastle by approximately 9% in connection with her promotion to
Chief Accounting Officer in October 2006 and by approximately 30% in connection with her promotion to Chief
Financial Officer in May 2007. Notwithstanding the significant percentage increase in Ms. VanCastle’s base
salary, the Committee recognized that her resulting base salary was less than the median of the Towers Perrin
published survey data for a chief financial officer. However, the Committee felt this base salary level was
appropriate given her recent promotion to this position, and the Committee determined that the Towers Perrin
published survey data may play a greater role in assessing her base salary in future years. The Committee does
not target base salary at any particular percent of total compensation, however, in setting base salary levels, the
Committee does review information regarding the projected total compensation that each executive officer can
earn to ensure that each executive’s total pay package remains reasonable and appropriate for the position, in the
Committee’s view.

Cash Incentive Bonuses. Cash incentive bonuses are used to focus our management group on achieving key
corporate financial objectives, to motivate certain desired individual behaviors and to reward substantial
achievement of Company financial objectives and individual goals. The Committee uses cash bonuses to reward
performance achievements generally only as to years in which the Company is profitable. Bonuses, if any, are
determined and paid on an annual basis after completion of the bonus year.

The Committee administers our 2007 Incentive Bonus Plan, which was approved by our Board of Directors
on April 26, 2007, and by our stockholders on June 7, 2007. Under this plan, the Named Officers and designated
officers are eligible to receive cash bonuses based on the attainment of the financial objectives described below.
The bonus plan is comprised of two components:

Annual Incentive Bonus. Annual incentive bonuses are primarily based upon the achievement of
measurable performance goals established at the beginning of each fiscal year. In the past, the Committee
has based bonuses for the Named Officers on achievement of pre-established net income targets because it
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believes that the Company should reward profitability. Individual performance objectives are determined by
the executive officer to whom the potential bonus recipient reports or, in the case of our Named Officers, by
the Committee. The Committee considers factors such as the Named Officer’s position and responsibility,
performance and contributions, years of experience with the Company and in the industry, knowledge of the
banking industry, ability to recruit and build a management team and commitment to the Company’s stated
goals and objectives. For 2007, the incentive bonus targets (as a percentage of base salary) ranged from 35%
to 50% of base salary. While net income is not the only criteria, because we did not achieve our corporate
2007 net income target, and reported a loss for the year, no annual incentive bonuses were paid to any of our
Named Officers.

Long Term Incentive Plan. The Committee terminated the Company’s previous LTIP at the end of
2004