









































































































































BANCINDEPENDENT INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007 and 2006
(Dollars in thousands except shares & per share amounts)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Declines in the fair value of securities below their cost are other than temporary are reflected as
realized losses. In estimating other-than-temporary losses, management considers: the length of
time and extent that fair value has been less than cost, the financial condition and near term
prospects of the issuer, and the Company’s ability and intent to hold the security for a period
sufficient to allow for any anticipated recovery in fair value.

Restricted Equity Securities: Restricted equity securities consist of Federal Home Loan Bank
stock, Federal Reserve Bank stock and Bankers Bank stock. Stock balances are carried at cost.
Both cash and stock dividends are reported as income.

Loans Held for Sale: Mortgage loans originated and intended for sale in the secondary market
are carried at the lower of aggregate cost or market, as determined by outstanding
commitments from investors.

Loans: Loans that management has the intent and ability to hold for the foreseeable future or
until maturity or payoff are reported at the principal balance outstanding, net of unearned
interest, deferred loan fees arxd costs, and an allowance for loan losses. Interest income is
accrued on the unpaid principal balance

Interest income on mortgage and commercial loans is discontinued at the time the loan is 90
days delinquent unless the loan is well-secured and in process of collection. Past due status is
based on the contractual terms of the loan. In all cases, loans are placed on nonaccrual or
charged-off at an earlier date if collection of principal or interest is considered doubtful.

All interest accrued but not received for loans placed on nonaccrual are reversed against
interest income. Interest received on such loans is accounted for on the cash-basis or
cost-recovery method, until qualifying for return to accrual. Loans are returned to accrual
status when all the principal and interest amounts contractually due are brought current and
future payments are reasonably assured.

Allowance for Loan Losses: The allowance for loan losses is a valuation allowance for probable
incurred credit losses. Loan losses are charged against the allowance when management
believes the uncollectibility of a loan balance is confirmed. Subsequent recoveries, if any, are
credited to the allowance. Management estimates the allowance balance required using past
loan loss experience, the nature and volume of the portfolio, information about specific
borrower situations and estimated collateral values, economic conditions, and other factors.
Allocations of the allowance may be made for specific loans, but the entire allowance is
available for any loan that, in management’s judgment, should be charged-off.
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BANCINDEPENDENT INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007 and 2006
(Dollars in thousands except shares & per share amounts)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The allowance consists of specific and general components. The specific component relates to
loans that are individually classified as impaired or loans otherwise classified as substandard or
doubtful. The general component covers non-classified loans and is based on historical loss
experience adjusted for current factors.

A loan is impaired when full payment under the loan terms is not expected. Commercial and
commercial real estate loans are individually evaluated for impairment. If a loan is impaired, a
portion of the allowance is allocated so that the loan is reported, net, at the present value of
estimated future cash flows using the loan’s existing rate or at the fair value of collateral if
repayment is expected solely from the collateral. Large groups of smaller balance
homogeneous loans, such as consumer and residential real estate loans, are collectively
evaluated for impairment, and accordingly, they are not separately identified for impairment
disclosures.

Foreclosed Assets: Assets acquired through or instead of loan foreclosure are initially recorded
at fair value, less estimated selling costs when acquired, establishing a new cost basis. If fair
value declines subsequent to foreclosure, a valuation allowance is recorded through expense.
Costs after acquisition are expensed.

Premises and Fquipment: Land is carried at cost. Premises and equipment are stated at cost
less accumulated depreciation. Buildings and related components are depreciated using the
straight-line method. Furniture, fixtures and equipment are depreciated using the straight-line
{or accelerated) method.

Cash Surrender Value Life Insurance: The Company has purchased life insurance policies on
certain key executives. Cash surrender value life insurance is recorded at its cash surrender
value, or the amount that can be realized. Upon adoption of EITF 06-5, which is discussed
further below, cash surrender value life insurance is recorded at the amount that can be
realized under the insurance contract at the balance sheet date, which is the cash surrender
value adjusted for other charges or other amounts due that are probable at settlement. Prior to
adoption of EITF 06-5, the Company recorded owned life insurance at its cash surrender value.

In September 2006, the FASE Emerging Issues Task Force finalized Issue No. 06-5, Accounting
for Purchases of Life Insurance - Determining the Amount That Could Be Realized in Accordance with
FASB Technical Bulletin No. 85-4 (Accounting for Purchases of Life Insurance){Issue}. This Issue
requires that a policyholder consider contractual terms of a life insurance policy in determining
the amount that could be realized under the insurance contract. It also requires that if the
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BANCINDEPENDENT INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007 and 2006
{(Dollars in thousands except shares & per share amounts)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

contract provides for a greater surrender value if all individual policies in a group are
surrendered at the same time, that the surrender value be determined based on the assumption
that policies will be surrendered on an individual basis. Lastly, the Issue requires disclosure
when there are contractual restrictions on the Company’s ability to surrender a policy. The
adoption of EITF 06-5 on January 1, 2007 had no impact on the Company’s financial condition
or results of operation.

Tax Incentive Investments: The Company invests in limited partnerships that operate qualified
affordable housing projects and that generate tax credits. The Company accounts for the
investments under a method that approximates the equity method.

The Company invests in a qualified zone academy bond that generates tax credits. The
Company accounts for the tax credit as earned assets.

Insurance Arrangements: The Company is self-insured for health insurance claims. The
Company purchases health insurance coverage for all health care claims in excess of $1,344
{with an annual aggregate stop-loss limit of approximately $1,000 for all claims). Insurance
claims are accrued monthly based on prior claim experience.

Goodwill and Other Intangible Assets: Goodwill results from business acquisitions and
represents the excess of the purchase price over the fair value of acquired tangible assets and
liabilities and identifiable intangible assets. Goodwill is assessed at least annually for
impairment and any such impairment will be recognized in the period identified.

Other intangible assets consist of core deposit and acquired customer relationship intangible
assets arising from whole bank and branch acquisitions. They are initially measured at fair
value and then are amortized on a straight-line or accelerated basis over their estimated useful
lives. Intangible assets are assessed at least annually for impairment and any such impairment
will be recognized in the period identified.

Income Taxes: The Company accounts for taxes under the asset and liability method. Under
the asset and liability method, balance sheet amounts of deferred income taxes are recognized
for the temporary differences between the bases of assets and liabilities measured by tax laws
and their bases as reported in the financial statements. Recognition of deferred tax asset
balance sheet amounts is based on management’s belief that it is more likely than not that the
tax benefit associated with certain temporary differences will be realized. Deferred tax expense
or benefit is then recognized for the changes in deferred tax liabilities or assets between
periods. The effect on deferred taxes of a change in tax rates is recognized in income in the
period that includes the enactment date. Income tax-expense represents the total of the current
year income tax due or refundable and the change in the deferred tax assets and liabilities.
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BANCINDEPENDENT INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007 and 2006
{Dollars in thousands except shares & per share amounts)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Retirement Plan: The Company maintains a defined benefit retirement plan for its employees.
Employees are eligible to participate provided they are 21 years old and have completed one
year of service. The Company makes minimum contributions as allowed by ERISA. Retirement
plan expense is net of service and interest cost, return on plan assets and amortization of gains
and losses not immediately recognized.

Securities Sold Under Agreement To Repurchase: Securities sold under agreements to
repurchase are secured by specific debt securities with a carrying amount of $16,495 and
$11,929 at year-end 2007 and 2006.

Securities sold under agreements to repurchase are financing arrangements that mature within
one year. At maturity, the securities underlying the agreements are returned to the Company.

Comprehensive Income:  Comprehensive income consists of net income and other
comprehensive income. Other comprehensive income includes unrealized gains and losses on
securities available for sale, and changes in funded status of pension plan, which is also
recognized as separate components of equity.

Loss Contingencies: Loss contingencies, including claims and legal actions arising in the
ordinary course of business, are recorded as liabilities when the likelihood of loss is probable
and an amount or range of loss can be reasonably estimated. Management does not believe
there now are such matters that will have a material effect on the financial statements.

Long-Term Asscts: Premises and equipment, core deposit and other intangible assets, and
other long-term assets are reviewed for impairment when events indicate their carrying
amount may not be recoverable from future undiscounted cash flows. If impaired, the assets
are recorded at fair value.

Loan Commitments and Related Financial Instruments: Financial instruments include off-
balance sheet credit instruments, such as commitments to make loans and commercial letters of
credit, issued to meet customer financing needs. The face amount for these items represents the
exposure to loss, before considering customer collateral or ability to repay. Such financial
instruments are recorded when they are funded.

Dividend Restriction: Banking regulations require maintaining certain capital levels and may
limit the dividends paid by the bank to the holding company or by the holding company to
shareholders.
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