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ADDITIONAL INFORMATION

FIRST GUARANTY BANK (the "Bank") is subject to the informational requirements of the Securities
Exchange Act of 1934 and in accordance therewith files periodic reports, proxy statements and other information with
the Federal Deposit Insurance Corporation (the "FDIC"). Such reports, proxy statements and other information can be
inspected and copied at the public reference facilities maintained by the FDIC at 550 Seventeenth Street, N.W.,
Washington, DC 20429. Copies of such material can be obtained by mail from the Public Reference Branch of the
FDIC at 550 Seventeenth Street, N.W., Washington, DC 20429 at prescribed rates.



PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

STATEMENTS OF CONDITION

(in thousands, except share data)

Assets
Cash and cash equivalents:
Cash and due from banks
Interest-bearing demand deposits with banks
Federal funds sold
Cash and cash equivalents

Interest-bearing time deposits with banks

Investment securities:

Auvailable for sale, at fair value

Held to maturity, at cost (estimated fair value of
$65,811 and $66,493, respectively)
Investment securities

Federal Home Loan Bank stock, at cost
Loans held for sale

Loans, net of unearned income
Less: allowance for loan losses
Net loans

Intangible assets, net
Premises and equipment, net
Other real estate, net
Accrued interest receivable
Other assets

Total Assets

Liabilities and Stockholders' Equity
Deposits:
Noninterest-bearing demand
Interest-bearing demand
Savings
Time
Total deposits

Short-term borrowings
Accrued interest payable
Long-term borrowings
Other liabilities

Total Liabilities

Stockholders' Equity
Common stock:
$1 par value - authorized 100,000,000 shares; issued and
outstanding 5,559,644 shares and 5,076,354, respectively
$5 par value - authorized 600,000 shares; issued and
outstanding no shares and 483,290 shares, respectively
Surplus
Retained earnings
Accumulated other comprehensive loss
Total Stockholders' Equity
Total Liabilities and Stockholders' Equity

See Notes to Financial Statements.

September 30,
2006
(unaudited)

$20,708
210
1,311
22,229

2,188

112,281

67,133
179,414

3,343
1,115

511,015
6,533
504,482

509
12,021
4,703
6,719
3,742
$740,465

$130,456
191,711
40,659
276,809
639,635

38,152
2,994
301
1,817
682,899

5,560

26,459
26,349

(802)
57,566
$740,465

December 31,
2005

$26,557
108
1,786
28,451

2,188

107,585

67,615
175,200

1,581

491,582
7,597
483,985

981
11,950
546
5,220
3,442
$713,544

$129,827
161,958
42,633
298,490
632,908

8,981
2,105
13,151
2,476
659,62 1

5,076

2,416
24,527
22,622

(718)
53,923

$713,544



STATEMENTS OF INCOME

(unaudited, in thousands, except share and per share data)

Interest Income:
Loans (including fees)
Deposits with other banks
Securities (including FHLB stock)
Federal funds sold
Total Interest Income

Interest Expense:
Demand deposits
Savings deposits
Time deposits
Borrowings

Total Interest Expense

Net Interest Income
Provision for loan losses
Net Interest Income after Provision for Loan Losses

Noninterest Income:
Service charges, commissions and fees
Net (losses) gains on sale of securities
Net gains on sale of loans
Other
Total Noninterest Income

Noninterest Expense:
Salaries and employee benefits
Occupancy and equipment expense
Net cost from other real estate & repossessions
Other
Total Noninterest Expense

Income Before Income Taxes
Provision for income taxes
Net Income

Per Common Share:
Earnings
Cash dividends paid

Weighted Average Common Shares Outstanding

Three Months
Ended September 30,
2006 2005
$10,913 $8,666
25 25
2,511 1,227
13 23
13,462 9,941
1,583 618
46 29
2,816 2,066
718 410
5,163 3,122
8,299 6,819
1,030 1,006
7,269 5,813
924 938
(170) -
19 42
212 256
985 1,236
1,976 1,715
558 570
569 54
2,104 1,848
5,207 4,187
3,047 2,862
1,043 977
$2,004 $1,885
$0.36 $0.34 (1)
$0.15 $0.14 D
5,559,644 5,559,644 (1)

Nine Months
Ended September 30,
2006 2005
$30,146 $25,542
70 71
7,356 3,670
46 29
37,618 29,312
4,086 1,514
119 83
8,056 5,736
1,675 1,271
13,936 8,603
23,682 20,709
3,619 1,841
20,063 18,868
2,658 2,704
(170) 7
41 279
717 1,170
3,246 4,161
5,838 5177
1,741 1,649
193 1,022
6,068 5,347
13,840 13,195
9,469 9,834
3,241 3,367
$6,228 $6,467
$1.12 $1.16 (1)
$0.45 $0.42 D
5,559,644 5,559,644 (1)

D Amounts have been restated to reflect a stock dividend of one-third of a share of $1 par value common stock with respect to every share of $1 and $5 par value common

stock outstanding, accounted for as a four-for-three stock split, effective and payable to stockholders to record as of October 20, 2005.

See Notes to Financial Statements



STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

(in thousands, except per share data)

Accumulated
Common  Common Other
Stock Stock Retained Comprehensive
$1 Par $5 Par Surplus Earnings Loss Total

Balance December 31, 2004"” $5,076 $2,416  $24,527 $19,771 ($84)  $51,706
Net income - - - 6,467 - 6,467
Change in unrealized loss

on available for sale securities,

net of reclassification adjustments and taxes - - - - (352) (352)
Comprehensive income 6,115
Cash dividends on common stock ($0.42 per share) - - - (2,334) - (2,334)
Balance September 30, 2005 (unaudited) $5,076 $2,416 $24,527 $23,904 ($436)  $55,487
Balance December 31, 2005 $5,076 $2,416 $24,527 $22,622 ($718)  $53,923
Net income - - - 6,228 - 6,228
Reclassification of $5 par value into $1 par value 484 (2,416) 1,932 - - -
Change in unrealized loss

on available for sale securities,

net of reclassification adjustments and taxes - - - - (84) (84)
Comprehensive income 6,144
Cash dividends on common stock ($0.45 per share) - - - (2,501) - (2,501)
Balance September 30, 2006 (unaudited) $5,560 $ - $26,459 $26,349 ($802)  $57,566

! Amounts have been restated to reflect a stock dividend of one-third of a share of $1 par value common stock with respect to every share of $1 and 35 par value

common stock outstanding, accounted for as a four-for-three stock split, effective and payable to stockholders of record as of October 20, 2005.

See Notes to Financial Statements



STATEMENTS OF CASH FLOWS

(unaudited, in thousands)

Cash Flows From Operating Activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Provision for loan losses
Depreciation and amortization
Loss (gain) on sale of securities
Gain on sale of assets
ORE writedowns and (gain)/loss on disposition
FHLB stock dividends
Net (increase) decrease in loans held for sale
Change in other assets and liabilities, net
Net Cash Provided By Operating Activities

Cash Flows From Investing Activities

Proceeds from maturities and calls of HTM securities
Proceeds from maturities, calls and sales of AFS securities
Funds invested in AFS securities

Purchases of Federal Home Loan Bank stock

Proceeds from sale of Federal Home Loan Bank stock

Net increase in loans

Purchase of premises and equipment

Proceeds from sales of other real estate owned

Net Cash Used In Investing Activities

Cash Flows From Financing Activities

Net increase in deposits

Net increase (decrease) in federal funds purchased and short-term borrowings
Proceeds from long-term borrowings

Repayment of long-term borrowings

Dividends paid

Net Cash Provided By Financing Activities

Net (Decrease) Increase In Cash and Cash Equivalents
Cash and Cash Equivalents at the Beginning of the Period
Cash and Cash Equivalents at the End of the Period

Noncash Activities:
Loans transferred to foreclosed assets

Cash Paid During The Period:
Interest

Income taxes

Nine Months Ended September 30,

2006 2005
$ 6,228 $ 6,467
3,619 1,841
1,215 1,074
170 7
(29) (270)
(147) 610
(39) (96)
(1,115) 2,163
(1,555) 2,222
8,297 14,003
472 1,005
5,937 141,825
(10,980) (165,823)
(1,673) -

; 1,089
(31,304) (25,280)
(695) (2,282)
3,178 2,520
(35,065) (46,946)
6,727 90,513
4,060 (12,035)
30,000 75
(17,739) (20,657)
(2,501) (2,334)
20,547 55,563
(6,221) 22,621
28,451 19,364
$ 22230 S 41,085
$ 7188 $ 356
$ 13,047 $ 8349
$ 5190 S 1925



NOTES TO FINANCIAL STATEMENTS

1. Basis of Presentation

The accompanying unaudited financial statements have been prepared in accordance with generally accepted
accounting principles for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and footnotes required by generally accepted
accounting principles. These financial statements and the footnotes thereto should be read in conjunction with the
annual financial statements for the year ended December 31, 2005.

In the opinion of management, the accompanying unaudited financial statements contain all adjustments
necessary for a fair presentation of the financial statements. Those adjustments are of a normal recurring nature. The
results of operations for the nine-month period ended September 30, 2006 are not necessarily indicative of the results
expected for the full year.

2. Loans and Allowance for Loan Losses
Loans at September 30, 2006 (unaudited) and December 31, 2005 were as follows:

September 30, December 31,
2006 2005

(in thousands)

Real estate 416,918 405,538
Agricultural 19,462 11,490
Commerical and industrial 56,501 54,740
Consumer and other 18,586 20,078
Total loans before unearned income 511,467 491,846
Less: unearned income (452) (264)
Total loans after unearned income $511,015 $491,582

Changes in the allowance for loan losses for the nine months ended September 30, 2006 (unaudited) and
the year ended December 31, 2005 are as follows:
September 30, December 31,
2006 2005

(in thousands)

Balance beginning of period $7,597 $5,910
Provision charged to expense 3,619 5,621
Loans charged off (5,162) (4,162)
Recoveries 479 228
Allowance for loan losses $6,533 $7,597

In the first nine months of 2006, the provision charged to expense totaled $3.6 million. A significant amount
of the 2006 provision was made primarily for home mortgage loans that appear to involve irregularities. See Note 3
for additional information. The loans charged off during 2006, totaling $5.2 million, were also primarily associated
with the home mortgage loans.

3. Mortgage Loans

In 2005, the Bank discovered mortgage loans and commitments which originated in one branch involved
irregularities that suggest that many of these mortgage loans had been made against overvalued collateral on the basis
of misleading loan applications. As of December 31, 2005 the aggregate principal balance on these loans was
approximately $24.7 million and unfunded commitments outstanding totaled $1.8 million. At December 31, 2005, the
Bank allocated $763,000 of the $7.6 million allowance for loan losses in order to provide for potential losses relating
to 156 home mortgage loans and commitments. As of September 30, 2006 the aggregate principal balance on these
loans was approximately $4.7 million and unfunded commitments outstanding totaled $61,000. At September 30,
2006, the Bank allocated $106,000 of the $6.5 million allowance for loan losses in order to provide for potential
losses relating to 66 home mortgage loans and commitments. The allocated reserve declined in the third quarter as a
result writing down the home mortgage loans to fair value as of September 30, 2006 therefore resulting in charge offs
totaling $2.0 million.



4. Recent Accounting Pronouncements

In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial Instruments,
an amendment of SFAS No. 133 and 140. SFAS No. 155 permits fair value remeasurement for any hybrid financial
instrument that contains an embedded derivative that otherwise would require bifurcation, clarifies which interest-only
strips and principal-only strips are not subject to the requirements of SFAS No. 133, establishes a requirement to
evaluate interests in securitized financial assets to identify interests that are freestanding derivatives or that are hybrid
financial instruments that contain an embedded derivative requiring bifurcation, clarifies that concentrations of credit
risk in the form of subordination are not embedded derivatives and amends SFAS No. 140 to eliminate the prohibition
on a qualifying special purpose entity from holding a derivative financial instrument that pertains to a beneficial
interest other than another derivative financial instrument. This Statement is effective for all financial instruments
acquired or issued after the beginning of an entity’s first fiscal year that begins after September 15, 2006. The Bank
anticipates that the adoption of SFAS No. 155 will not have a material impact on the Bank’s financial position or results
of operations.

In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets, an amendment
of SFAS No. 140. SFAS No. 156 requires an entity to recognize a servicing asset or servicing liability each time it
undertakes an obligation to service a financial asset by entering into a servicing contract in selected situations; requires
all separately recognized servicing assets and servicing liabilities to be initially measured at fair value, if practicable;
permits an entity to choose either the amortization or fair value measurement method for each class of separately
recognized servicing assets and servicing liabilities; at its initial adoption, permits a one-time reclassification of
available-for-sale securities to trading securities by entities with recognized servicing rights, without calling into
question the treatment of other available-for-sale securities under SFAS No. 115, provided that the available-for-sale
securities are identified in some manner as offsetting the entity’s exposure to changes in fair value of servicing assets or
servicing liabilities that a servicer elects to subsequently measure at fair value; and requires separate presentation of
servicing assets and servicing liabilities subsequently measured at fair value in the statement of financial position and
additional disclosures for all separately recognized servicing assets and servicing liabilities. This Statement is effective
as of the beginning of an entity’s first year that begins after September 15, 2006. The Bank anticipates that the adoption
of SFAS No. 156 will not have a material impact on the Bank’s financial position or results of operations.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. This Statement defines fair
value, established a framework for measuring fair value in generally accepted accounting principles (GAAP) and
expands disclosures about fair value measurement. The Statement is effective for the financial statements issued for
fiscal years beginning after November 15, 2007 and interim periods within those fiscal years. The Bank anticipates that
the adoption of SFAS No. 157 will not have a material impact on the Bank’s financial position or results of operations.

In September 2006, the FASB issues SFAS No. 158, Employers’ Accounting for Defined Benefit Pension
and Other Postretirement Plans — an amendment of FASB Statements No. 87, 88, 106 and 132(R). This Statement
improves financial reporting by requiring an employer to recognize the overfunded or underfunded status of a defined
benefit postretirement plan as an asset or liability in its statement of financial position and to recognize changes in that
funded status in the year in which the changes occur through comprehensive income of a business entity or changes in
unrestricted net assets of a not-for-profit organization. This Statement also improves financial reporting by an
employer to measure the funded status of a plan as of the date of its year-end statement of financial position, with
limited exceptions. This Statement is effective, for an employer without publicly traded equity securities, as of the end
of the fiscal year ending after June 15, 2007. However, an employer, without publicly traded equity securities, is
required to disclose certain information in the notes to financial statements for a fiscal year ending after December 15,
2006, but before June 16, 2007, unless it has applied the recognition provisions of this Statement in preparing those
financial statements. The Bank anticipates that the adoption of SFAS No. 158 will not have a material impact on the
Bank’s financial position or results of operations.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following management discussion and analysis is intended to highlight the significant factors affecting
the Bank's financial condition and results of operations presented in the financial statements included in this Form
10-Q. This discussion is designed to provide readers with a more comprehensive view of the operating results and
financial position than would be obtained from reading the financial statements alone. Reference should be made
to those statements for an understanding of the following review and analysis. The financial data for the nine
months ended September 30, 2006 and 2005 have been derived from unaudited financial statements and include,
in the opinion of management, all adjustments (consisting of normal recurring accruals and provisions) necessary
to present fairly the Bank's financial position and results of operations for such periods.



Third Quarter of 2006 Overview

First Guaranty Bank is a commercial bank headquartered in Hammond, Louisiana with 16 branch offices located
in southeast, southwest and north Louisiana. The Bank offers a range of lending services, including commercial
business, real estate and consumer loans to businesses, individuals and other organizations located throughout our
markets. We complement our lending operations with an array of retail deposit products and fee-based services to
support our clients. While offering our customers the breadth of products typically found at larger institutions, we
employ a community banking strategy that emphasizes local decision-making authority and superior customer
service. We believe our focus on customer relationships allows us to compete effectively within our markets and
provides us a competitive advantage as we expand both within our existing markets and into new markets.

Financial highlights for the third quarter of 2006 are as follows:

e Net income for the third quarter of 2006 and 2005 was $2.0 million and $1.9 million with earnings per
common share of $0.36 and $0.34, respectively. Year to date net income was $6.2 million and $6.5
million for the nine month periods ending September 30, 2006 and 2005, respectively. Year to date
earnings per common share was $1.12 and $1.16 for the nine month periods ending September 30, 2006
and 2005, respectively.

¢ Net interest income for the third quarter of 2006 and 2005 was $8.3 million and $6.8 million while year
to date net interest income was $23.7 million and $20.7 million, respectively. Although the net yield on
interest-earning assets declined to 4.6% for the nine month period ended September 30, 2006 compared
to 4.8% for the same period ended September 30, 2005, the lower yield was offset by faster growth in
the volume of interest-earning assets as compared to the growth in the volume of interest-bearing
liabilities.

e The provision for loan losses was $1.0 million for the third quarter of 2005 and 2006. The provision for
loan losses increased to $3.6 million for the nine month period ending September 30, 2006 when
compared to $1.8 million for the same period in 2005. The increase in the provision is primarily
attributable to additional reserves for home mortgage loans that appear to involve some irregularities.
See Footnote 3 for additional information.

e Noninterest income for the third quarter of 2006 was $1.0 million, down $251,000 when compared to
the third quarter of 2005. Year to date noninterest income was $3.2 million and $4.2 million for the
periods ending September 30, 2006 and 2005, respectively. The $1.0 million year-to-date decrease is
primarily a result of losses on the sales of securities during 2006, reductions in net gains of sales of
loans during 2006 and the sale of Pulse stock (ATM software vendor) in 2005 resulting from the merger
with Discover.

e Noninterest expense for the third quarter of 2006 was $5.2 million, up $1.0 million when compared to
the third quarter of 2005. The increase is primarily the result of increases in salaries and employee
benefits, net costs from other real estate and other noninterest expense. For the first nine months of
2006, noninterest expense totaled $13.8 million, up $0.6 million from the same nine month period ended
in 2005.

e Total assets at September 30, 2006 were $740.5 million, up $26.9 million from $713.5 million at
December 31, 2005.

e Loans, net of unearned income at September 30, 2006 were $511.0 million, up 4.0% or $19.4 million
from $491.6 million at December 31, 2005.

e Other real estate increased to $4.7 million at September 30, 2006, up $4.2 million from December 31,
2005 primarily due to the home mortgage loans discussed in Note 3.

e Total deposits were $639.6 million at September 30, 2006, up 1.1% or $6.7 million from December 31,
2005.

¢ Return on average assets for the nine month periods ended September 30, 2006 and 2005 were 1.15%
and 1.42%, respectively and return on average equity for the same periods were 14.93% and 15.88%.

¢ The Bank is still considered “well capitalized” with a leverage ratio of 7.78% at September 30, 2006
compared to 7.67% at December 31, 2005.

Material Changes in Financial Condition

Securities

The securities portfolio totaled $179.4 million at September 30, 2006 compared to $175.2 million as of December
31, 2005. The portfolio consisted principally of U.S. Government Agencies, mortgage-backed obligations,
collateralized mortgage obligations, corporate debt securities, mutual funds or other equity securities and other debt
securities. The portfolio provides the Bank with a relatively stable source of income and provides a balance to interest
rate and credit risks as compared to other categories of the balance sheet.



At September 30, 2006 only 12.2% of the Bank’s securities (excluding FHLB stock) mature in less than one year,
securities with maturity dates over 15 years totaled 5.3% of the portfolio and the average maturity of the securities
portfolio was 7.6 years.

As of September 30, 2006, securities totaling $112.3 million were classified as available for sale and $67.1
million were classified as held to maturity compared to $107.6 million and $67.6 million, respectively as of December
31, 2005. Management periodically assesses the quality of the Bank’s investment holdings using procedures
similar to those used in assessing the credit risks inherent in the loan portfolio. At September 30, 2006, it is
management’s opinion that the Bank held no investment securities which bear greater than the normal amount of
credit risk as compared to similar investments and that no securities were recorded at greater than their recoverable
value.

Average securities as a percentage of average interest-earning assets were 26.3% as of September 30, 2006 and
16.5% for the same period ended September 30, 2005. All securities held by the Bank at September 30, 2006 qualified
as pledgeable securities, except $8.8 million of debt securities and $1.5 million of equity securities. Securities pledged
at September 30, 2006 totaled $164.1 million.

Loans

Loans are the Bank’s primary use of the Bank’s financial resources and represent the largest component of
earning assets. The net increase in loan volume was attributable to loan demand in the Tangipahoa, Jefferson Davis
and Bossier parishes partially offset by a decline in Livingston parish. There are no significant concentrations of credit
to any borrower or industry. A significant portion of the portfolio is secured primarily by real estate and the portfolio
remains highly diversified.

The Bank’s net loan portfolio at September 30, 2006 totaled $511.0 million, an increase of approximately $19.4
million from the December 31, 2005 level of $491.6 million. Net loans represented 78.9% of deposits at September
30, 2006 compared to 76.5% of deposits at December 31, 2005. Loan charge-offs totaling $5.2 million were taken
during the first nine months of 2006 compared to $1.5 million during the same period of 2005. The Bank had
recoveries of $479,000 and $170,000 during the first nine month period of 2006 and 2005, respectively. The increases
in charge offs are primarily related to the home mortgage loans discussed in Note 3. A large recovery was recorded in
2006 from $208,000 in insurance proceeds collected on a previously charged off storm related (Hurricane Katrina)
credit. See Note 2 for additional loan information.

Deposits

Managing the mix and repricing the maturities of deposit liabilities is an important factor affecting the Bank’s
ability to maximize its net interest margin. The strategies used to manage interest-bearing deposit liabilities are
designed to adjust as the interest rate environment changes. In this regard, management of the Bank regularly assesses
its funding needs, deposit pricing and interest rate outlooks.

From December 31, 2005 to September 30, 2006, the Bank’s interest-bearing deposits increased by $6.1 million
and noninterest-bearing deposits increased $0.6 million. Interest-bearing demand deposits increased $29.8 million
from December 31, 2005 to September 30, 2006. Increases are reflected in money market business accounts and
NOW public fund accounts. Time deposits decreased $21.7 million from December 31, 2005 to September 30, 2006
as a result of a decrease in public fund deposits. This decrease occurred as public funds certificates of deposits
matured and other funding sources became available for a lower cost.

Average noninterest-bearing deposits increased to $132.0 million as of September 30, 2006 from $94.3 million as
of September 30, 2005. Average noninterest-bearing deposits represented 21.3% and 18.9% of average total deposits
as of September 30, 2006 and 2005, respectively.

As the Bank endeavors to maintain a strong net interest margin and improve earnings, attracting core noninterest-
bearing deposits will remain a primary emphasis. Management will continue to evaluate and update the Bank’s
product mix in its efforts to attract additional core customers. The Bank currently offers a number of noninterest-
bearing deposit products that are competitively priced and designed to attract and retain customers with primary
emphasis on core deposits.

Borrowings

The Bank maintains borrowing relationships with other financial institutions as well as the Federal Home Loan
Bank (“FHLB”) on a short- and long-term basis to meet its liquidity needs. The average amount of borrowings as of
September 30, 2006 was $46.0 million compared to $53.0 million as of September 30, 2005. As of September 30,
2006, the Bank also had $40.0 million in FHLB letters of credit outstanding obtained solely for collateralizing public
deposits.

Equity

Total equity increased to $57.6 million as of September 30, 2006 from $53.9 million as of December 31, 2005.
The increase in stockholders’ equity primarily results from 2006 year to date net income of $6.2 million less $2.5
million in quarterly dividend payments and $84,000 for the change in unrealized loss on available for sale securities.
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Cash dividends paid were $0.45 and $0.42 for the nine month periods ending September 30, 2006 and 2005,
respectively.

Credit Risk Management

Credit risk is inherent in each financial institution's loan and investment portfolio. In an effort to minimize credit
risk, the Bank utilizes an extensive credit administration network, including specific lending authorities for each loan
officer, a system of loan committees to review and approve loans, and an internal loan review and credit quality rating
system. This network assists in the evaluation of the quality of new loans and in the early identification of problem or
potential problem credits and provides information to aid management in determining the adequacy of the allowance
for loan losses.

Provision and Allowance for Loan Losses

The Bank maintains its allowance for loan losses at a level that is considered sufficient to absorb
potential losses in the loan portfolio. The allowance increases by the provision for loan losses as well as
recoveries of previously charged-off loans and decreases by loan charge-offs. The provision is the necessary
charge to expense to provide for current loan losses and to maintain the allowance at an adequate level
commensurate with management's evaluation of the risks inherent in the loan portfolio. Various factors are taken
into consideration when the Bank determines the amount of the provision and the adequacy of the allowance.
Some of these factors include:
=  Past due and nonperforming assets;
= Specific internal analysis of loans requiring special attention;
= The current level of regulatory classified and criticized assets and the associated risk factors with each;
= Changes in underwriting standards or lending procedures and policies;
= Charge off and recovery practices;
=  National and local economic and business conditions;
= Nature and volume of loans;
= Quality of loan review system and degree of oversight by its Board of Directors;
= Competition and legal and regulatory requirements on borrowers;
= Examinations and review by the Bank's internal loan review department, independent accountants and third-

party independent loan review personnel; and
=  Examinations of the loan portfolio by federal and state regulatory agencies.

The data collected from all sources in determining the adequacy of the allowance is evaluated with
regard to current national and local economic trends, prior loss history, underlying collateral values, credit
concentrations and industry risks. An estimate of potential loss on specific loans is developed in conjunction
with an overall risk evaluation of the total loan portfolio.

Provision made pursuant to these processes totaled $3.6 million in interim 2006 as compared to $1.8
million in interim 2005. Provisions are necessary to maintain the allowance at an adequate level based on loan
risk factors and the levels of net loan charge-offs. The provisions made in interim 2006 were taken to cover
storm-related credits, mortgage loan irregularities and to strengthen the loan loss reserve. Net charge-offs were
$4.7 million for first nine months of 2006 as compared to net charge-offs of $1.3 million for the same period
2005. In interim 2006, the Bank charged off $167,000 of prior year interest on loans in a nonaccrual status and
charged off $4.5 million on credits related to the home mortgage loans discussed in Note 3. Also in 2006, the
Bank received an insurance check for $208,000 associated with one storm-related credit which was previously
charged off in 2005.

The allowance at September 30, 2006 was $6.5 million or 1.28% of total loans. Management believes
that the current level of the allowance is adequate to cover losses in the loan portfolio given the current
economic conditions, expected net charge-offs and nonperforming asset levels.

Other information relating to loans, the allowance for loan losses and other pertinent statistics is
included on Table 1, which follows.
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TABLE 1 - SUMMARY OF LOAN LOSS EXPERIENCE

(unaudited, in thousands)

September 30,
2006 2005

Loans:

Average outstanding balance $504,547 $476,473

Balance at end of period $511,015 $479,728
Allowance for Loan Losses:

Balance at beginning of year $7,597 $5,910

Provision charged to expense 3,619 1,841

Loans charged off (5,162) (1,470)

Recoveries 479 170

Balance at end of period $6,533 $6,451

Nonperforming Assets

Nonperforming assets consist of loans on which interest is no longer accrued, certain restructured loans
where the interest rate or other terms have been renegotiated and real estate acquired through foreclosure (Other
Real Estate).

The accrual of interest is discontinued on loans when management believes there is reasonable
uncertainty about the full collection of principal and interest or when the loan is contractually past due ninety
days or more and not fully secured. If the principal amount of the loan is adequately secured, then interest
income on such loans is subsequently recognized only in periods in which actual payments are received.

Nonperforming assets totaled $11.7 million or 1.58% of total assets at September 30, 2006, compared
to $21.8 million or 3.0% at December 31, 2005. Nonperforming loans decreased primarily due to foreclosures,
repossessions and/or sales of home mortgage loans which involved irregular activity (See Note 3). The Bank
monitors the level of nonperforming assets and assesses exposures on a continuing basis.

Table 2 below summarizes the level of nonperforming assets for the first nine months of 2006
(unaudited) and the year ended December 31, 2005.

TABLE 2 - NONPERFORMING ASSETS

(in thousands)

September 30, December 31,

2006 2005
Nonaccrual loans $6,976 $21,090
Restructured loans 24 121
Other real estate 4,703 546
Total nonperforming assets $11,703 $21,757

Other real estate totaled $4.7 million as of September 30, 2006, an increase of $4.2 million from
December 31, 2005. The increase in other real estate reflected in 2006 is primarily from the home mortgage loans
that appear to involve irregularities. Of the 66 total properties held in other real estate, 57 are from foreclosures
related to the home mortgage loans with a principal balance of $4.5 million.

Material Changes in Results of Operations

Net interest income

Net interest income is the largest component of the Bank's earnings. It is calculated by subtracting the cost of
interest-bearing liabilities from the income earned on interest-earning assets and represents the earnings from the
Bank's primary business of gathering deposits and making loans and investments. The Bank's long-term objective is to
manage this income to provide the largest possible amount of income while balancing interest rate, credit and liquidity
risks.

A financial institution's asset and liability structure is substantially different from that of an industrial company, in
that virtually all assets and liabilities are monetary in nature. Accordingly, changes in interest rates, which are
generally impacted by inflation rates, may have a significant impact on a financial institution's performance. The
impact of interest rate changes depends on the sensitivity to change of the Bank's interest-earning assets and
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interest-bearing liabilities. The effects of the changing interest rate environment in recent years and the Bank's interest
sensitivity position are discussed below.

Net interest income for the nine-month period ended September 30, 2006 totaled $23.7 million. This reflects an
increase of $3.0 million when compared to the same nine-month period ended September 30, 2005. Net interest
income for the three-month period ended September 30, 2006 totaled $8.3 million compared to the same three-month
period ended 2005 of $6.8 million.

Although the net yield on interest-earning assets declined to 4.6% for the nine month period ended September 30,
2006 compared to 4.8% for the same period ended September 30, 2005, the lower yield was offset by faster growth in
the volume of interest-earning assets as compared to the growth in the volume of interest-bearing liabilities.

The net interest income yield shown in Table 3 is calculated by dividing net interest income by the Bank's average
interest-earning assets and is a measure of the efficiency of the earnings from balance sheet activities. It is affected by
changes in the difference between interest on interest-earning assets and interest-bearing liabilities and the percentage
of interest-earning assets funded by interest-bearing liabilities (leverage). The leverage for the period ending
September 30, 2006 was 77% compared to 80% for the same period in 2005.

Table 3 shows the average balance sheet, interest earned and paid, the yield/rate on interest-earning assets and
interest-bearing liabilities and the net yield on interest-earning assets for the nine months ended September 30, 2006
and 2005, respectively.

TABLE 3 - COMPARATIVE AVERAGE BALANCES - YIELDS AND RATES

(unaudited, in thousands, except yields/rates)

Nine Months Ended September 30,

2006 2005
Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate
Assets
Interest-earning assets:
Interest-bearing deposits with banks $ 2300 $ 70 41% $ 2,497 $ 71 38%
Securities 181,716 7,356  5.4% 94,872 3,670 52%
Federal funds sold 1,316 46 4.7% 1,048 29 3.7%
Loans, net of unearned income 504,547 30,146 8.0% 476,473 25,542 7.2%
Total interest-earning assets 689,879 37,618 7.3% 574,890 29,312 6.8%
Noninterest-earning assets:
Cash and due from banks 20,961 20,197
Premises and equipment, net 12,138 11,156
Other assets 3,142 3,162
Total $726,120 $609,405
Liabilities and Stockholders' Equity
Interest-bearing liabilities:
Demand deposits $179,371 4,086  3.0% $119,566 1,514 1.7%
Savings deposits 43,184 119 0.4% 34,150 83 0.3%
Time deposits 265,472 8,056 4.1% 250,745 5,736 3.1%
Borrowings 46,003 1,675  4.9% 52,979 1,271 3.2%
Total interest-bearing liabilities 534,030 13,936 3.5% 457,440 8,603 2.5%
Noninterest-bearing liabilities:
Demand deposits 132,044 94,276
Other 4,259 3,258
Total liabilities 670,333 554,974
Stockholders' equity 55,787 54,431
Total $726,120 $609,405
Net interest income $ 23,682 $ 20,709
Net yield on interest-earning assets 4.6% 4.8%
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Noninterest Income

Noninterest income is another major component of the Bank's total income. The Bank continues to develop and
enhance existing products and create new products in order to augment fee income as trends in the financial services
industry and the economic environment continue to put pressure on the Bank's ability to increase its net interest
income. Noninterest income includes deposit service charges, return check charges, bankcard fees, other commissions
and fees, gains and/or losses on and sales of securities and loans, and various other types of income.

Noninterest income for the first nine months of 2006 and 2005 totaled $3.2 million and $4.2 million, respectively.
Service charges, commissions and fees decreased by $46,000. Net losses from the sale of investments for the nine
month period ended September 30, 2006 totaled $170,000 compared to net gains totaling $7,000 for the same period
ended 2005. Net gains on sales of loans decreased to $41,000 for the nine month period ended 2006 from $279,000
for the same period 2005. Other noninterest income decreased $453,000 to $717,000 primarily from the sale of Pulse
stock (ATM software vendor) in 2005 resulting from the merger with Discover.

Noninterest income for the three month period ended September 30, 2006 totaled $1.0 million compared to $1.2
million for the same period ended 2005. Net losses on the sales of securities totaled $170,000 for the three month
period ended September 30, 2006 compared to no losses for the same period in 2005. Net gains on sales of loans
declined $23,000 and other noninterest income declined $44,000 for the three month period ended September 30,
2006.

Noninterest Expense

Noninterest expense totaled $13.8 million for the first nine month period 2006 compared to $13.2 million for the
same nine month period ended 2005, a decrease of $0.6 million.

Salaries and benefits increased $661,000 and occupancy and equipment expense increased $92,000, both
primarily the results of the opening of a new full service banking center located in Denham Springs, Louisiana and an
increase in support staff. At September 30, 2006, 208 employees represented full time equivalents of 191 staff
members, compared to the full-time equivalents of 180 staff members during the same period of 2005. Net cost of
other real estate and repossessions decreased $0.8 million to $0.2 million from $1.0 million when comparing the nine
month periods ending 2006 and 2005. This decrease is from a reversal of the other real estate provision and gains on
sales of other real estate in 2006 as compared to significant losses on 2005 dispositions. Other noninterest expense
reflects an increase of $721,000 when comparing the nine month periods ending 2006 and 2005. The increase in 2006
is primarily from an increase in legal fees of $511,000 primarily related to the home mortgages discussed in Note 3
and other collection expenses incurred during the normal course of business.

Noninterest expense totaled $5.2 million and $4.2 million for the three month periods ended September 30, 2006
and 2005, respectively. Salaries and benefits, net costs from other real estate and repossessions, as well as other
noninterest expense increased by $261,000, $515,000 and $256,000 respectively.

Income Taxes
In both nine month periods ended 2006 and 2005, the income tax provision approximated the normal statutory
rate and the effective rate was 34.2%.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Interest Rate Risk Management

The interest spread and liability funding previously discussed are directly related to changes in asset and
liability mixes, volumes, maturities and repricing opportunities for interest-earning assets and interest-bearing
liabilities. Interest sensitive assets and liabilities are those which are subject to being repriced in the near term,
including both floating or adjustable rate instruments and instruments approaching maturity. The interest sensitivity
gap is the difference between total interest-sensitive assets and total interest-sensitive liabilities. Interest rates on the
Bank’s various asset and liability categories do not respond uniformly to changing market conditions. Interest rate risk
is the degree to which interest rate fluctuations in the marketplace can affect net interest income.

To maximize its margin, the Bank attempts to be somewhat more asset sensitive during periods of rising rates
and more liability sensitive during periods of falling rates. The need for interest sensitivity gap management is most
critical in times of rapid changes in overall interest rates. The Bank generally seeks to limit its exposure to interest rate
fluctuations by maintaining a relatively balanced mix of rate sensitive assets and liabilities on a one-year time horizon.
The mix is relatively difficult to manage. Because of the significant impact on net interest margin from mismatches in
repricing opportunities, the asset-liability mix is monitored periodically depending upon management’s assessment of
current business conditions and the interest rate outlook. Exposure to interest rate fluctuations is maintained within
prudent levels by the use of varying investment strategies.

One tool that is used to monitor interest rate risk is the interest sensitivity analysis as shown in Table 4. This
analysis, which is prepared monthly, reflects the maturity and repricing characteristics of assets and liabilities over
various time periods. The gap indicates whether more assets or liabilities are subject to repricing over a given time
period. The Bank’s interest sensitivity analysis at September 30, 2006 reflects a liability-sensitive position with a
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slightly negative cumulative gap on a one-year basis.

TABLE 4 — INTEREST SENSITIVITY AT SEPTEMBER 30, 2006

(unaudited, in thousands, except for percentages)

Interest Sensitivity Within

3 Months Over 3 Months Total Over
Or Less thru 12 Months One Year One Year Total
Earning Assets:
Loans (including loans held for sale) $248,921 $80,612 $329,533 $176,064 $505,597
Securities (including FHLB stock) 23,342 1,185 24,527 158,230 182,757
Federal Funds Sold 1,311 - 1,311 - 1,311
Other earning assets 210 - 210 2,188 2,398
Total earning assets 273,784 81,797 355,581 336,482 $692,063
Source of Funds:
Interest-Bearing Accounts:
Demand deposits 131,189 - 131,189 60,522 191,711
Savings 10,165 - 10,165 30,494 40,659
Time deposits 88,971 102,545 191,516 85,293 276,809
Short-term borrowings 13,041 25,111 38,152 - 38,152
Long-term borrowings - - - 301 301
Noninterest-bearing, net - - - 144,431 144,431
Total source of funds 243,366 127,656 371,022 321,041 $692,063
Period gap 30,418 (45,859) (15,441) 15,441
Cumulative gap $30,418 ($15,441) ($15,441) § -
Cumulative gap as a
percent of earning assets 4.40% -2.23% -2.23%

Item 4. Controls and Procedures

The Bank maintains disclosure controls and procedures that are designed to ensure that information required to
be disclosed in the reports it files under the Securities and Exchange Act of 1934, as amended, is recorded, processed,
summarized and reported within the time periods specified in the Commission’s rules and forms. Such controls
include those designed to ensure the material information is communicated to management, including the Chief
Executive Officer (“CEO”) and the Chief Financial Officer (“CFO”), as appropriate to allow timely decisions
regarding required disclosure.

The Bank’s management, with the participation of the CEO and CFO, have evaluated the effectiveness of the
Bank’s disclosure controls and procedures as of the end of the period covered by this quarterly report on Form 10-Q.
Based on that evaluation, the CEO and CFO have concluded that the disclosure controls and procedures as of the end
of the period covered by this quarterly report are effective. There were no changes in the Bank’s internal control over
financial reporting during the last fiscal quarter in the period covered by this quarterly report that have materially
affected, or are reasonably like to materially affect, the Bank’s internal control over financial reporting.
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Item 1.

PART II. OTHER INFORMATION

Legal Proceedings
The Bank is subject to various other legal proceedings in the normal course of business and otherwise. It is

management's belief that the ultimate resolution of such other claims will not have a material adverse effect on the
Bank's financial position or results of operations.

Item 2.

Item 3.

Item 4.

Item 5.

Item 6.

(2)

(b)
(©)
(d)

Changes in Securities and Use of Proceeds
Item 2 is nonapplicable and is therefore not included.
Defaults Upon Senior Securities
Item 3 is nonapplicable and is therefore not included.
Submission of Matters to a Vote of Security Holders
Item 4 is non-applicable and is therefore not included.
Other Information
Item 5 is non-applicable and is therefore not included.
Exhibits and Reports on Form 8-K
1. Financial Statements
The information required by this item is included as Part I herein.
2. Financial Statement Schedules
The information required by this item is not applicable and therefore is not included.
3. Exhibits
Exhibit
Number Exhibit
11 Statement regarding computation of earnings per common share
The information required by this item is incorporated by reference to the Bank's
Form 10-K for the period ended December 31, 2005.
12 Statement regarding computation of ratios
The information required by this item is incorporated by reference to the Bank's
Form 10-K for the period ended December 31, 2005.
A.Certification Pursuant To 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act Of 2002
B.Certifications In Support of Principal Executive Officers/CFO Certification
No Form 8-K was filed during the interim period covered by this report.

See (a) (3) above for all exhibits filed herewith or incorporated by reference.

There are no other financial statements and financial statement schedules, which were excluded from Part I
which are required to be included herein.

16



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Bank has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

FIRST GUARANTY BANK

Date: November 10, 2006 By: /s/ Michael R. Sharp
Michael R. Sharp
President and
Chief Executive Officer

Date: November 10, 2006 By: /s/ Michele E. LoBianco
Michele E. LoBianco
Senior Vice President and
Chief Financial Officer



EXHIBIT A

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of First Guaranty Bank (the “Bank”) on Form 10-Q as of and for the
nine months ended September 30, 2006 as filed with the Federal Deposit Insurance Corporation on the date hereof
(the “Report”), I, Michael R. Sharp, President and Chief Executive Officer of the Bank, certify, pursuant to 18 U.S.C.
SS 1350, as adopted pursuant to SS 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Bank.

[s/ Michael R. Sharp
Michael R. Sharp

President and Chief Executive Officer
November 10, 2006



EXHIBIT A

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of First Guaranty Bank (the “Bank”) on Form 10-Q as of and for the
nine months ended September 30, 2006 as filed with the Federal Deposit Insurance Corporation on the date hereof
(the “Report”), I, Michele E. LoBianco, Chief Financial Officer of the Bank, certify, pursuant to 18 U.S.C. SS 1350,
as adopted pursuant to SS 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Bank.

/s/ Michele E. LoBianco
Michele E. LoBianco
Senior Vice President and
Chief Financial Officer
November 10, 2006



EXHIBIT B

CERTIFICATION OF DISCLOSURE
FOR THE CHIEF EXECUTIVE OFFICER

I, Michael R. Sharp, President and Chief Executive Officer of First Guaranty Bank hereby certify that:

1. Thave reviewed this quarterly report being filed on Form 10-Q of First Guaranty Bank;

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

3. Based on my knowledge, the financial statements, and other financial information included in the report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
Bank as of, and for, the periods presented in the report;

4. The Bank’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Bank and

have:

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the Bank, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Evaluated the effectiveness of the Bank’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the Bank’s internal control over financial reporting that
occurred during the Bank’s most recent fiscal quarter (the Bank’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the Bank’s internal control over financial reporting; and

5. The Bank’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the Bank’s auditors and the audit committee of the Bank’s
Board of Directors (or persons performing the equivalent functions):

a.

[s/ Michael R. Sharp
Michael R. Sharp

All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a
significant role in the Bank’s internal control over financial reporting.

President and Chief Executive Officer

November 10, 2006



EXHIBIT B

CERTIFICATION OF DISCLOSURE
FOR THE CHIEF FINANCIAL OFFICER

I, Michele E. LoBianco, Senior Vice President and Chief Financial Officer of First Guaranty Bank hereby certify

that:

1. Thave reviewed this quarterly report being filed on Form 10-Q of First Guaranty Bank;

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

3. Based on my knowledge, the financial statements, and other financial information included in the report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
Bank as of, and for, the periods presented in the report;

4. The Bank’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Bank and

have:

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the Bank, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Evaluated the effectiveness of the Bank’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the Bank’s internal control over financial reporting that
occurred during the Bank’s most recent fiscal quarter (the Bank’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the Bank’s internal control over financial reporting; and

5. The Bank’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the Bank’s auditors and the audit committee of the Bank’s
Board of Directors (or persons performing the equivalent functions):

a.

All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a
significant role in the Bank’s internal control over financial reporting.

/s/ Michele E. LoBianco

Michele E. LoBianco

Senior Vice President and
Chief Financial Officer

November 10, 2006
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