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PART I.

Item 1. Consolidated Fhancial Statements

FIRST GUARANTY BANCSHARES, INC. AND SUBSIDIARY

FINANCIAL INFORMATION

CONSOLIDATED BALANCE SHEETS

Assets
Cash and cash equivdents
Cash and due from banks

Interest-earning demand depositswith banks

Federd funds sold
Cash and cash equivalents

| nterest-ear ning time deposits with banks

I nvestment securities:
Available for sale, a fair value

Held to maturity, at cost (estimated fair value of

$20,272 and $24,936, respectively)
Investment securities

Federd Home Loan Bank stock, a cost

L oans hdd for sale

L oans, net of unearned income
L ess: allowance for loan losses
Net loans

Premises and equipment, net
Goodwill
I ntangibl e assets, net
Other red estate, net
A ccruedinterest receivable
Other assts

Total Assets

Liabilities and Stockholders' Equity
Deposits:
Noninterest-bearing demand
Interest-bearing demand
Savings
Time
Totd depodts

Short-term borrowings
Accruedinterest payable
L ong-term borrowings
Other ligbilities

Total Liabilities

Stockholders' Equity
Common stock:

$1 par vaue - authorized 100,600,000 shares; isuued and

outstanding 5,559,644 shares
Surplus
Retaned earnings

A ccumulated other comprehensive loss

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

See Notesto Consalidated Financia Statements.

(ddlarsin thousands except share data)

March 31, December 31,
2009 2008
(unaudited)
$18,040 $77,159
45,230 20
50,533 838
113,803 78,017
18,766 21481
235,816 114,406
20,159 24,756
255,975 139,162
946 944
56 -
591,473 606,369
6,444 6,482
585,029 599,887
16,077 16,141
1,980 1,980
2,007 2,078
720 568
5,390 4,611
8,089 6,563
$1,008,838 $871,432
$118,008 $118,255
247,042 180,230
42,873 41357
503,899 440,530
911,822 780,372
18,482 9,767
4,226 3,033
5,871 8,355
3,732 3,275
944,133 804,802
5,560 5,560
26,459 26,459
37,989 37,769
(5,303) (3,158)
64,705 66,630
$1,008,838 $871,432




FIRST GUARANTY BANCSHARES, INC. AND SUBSIDIARY
CONSOL IDATED STATEMENT S OF INCOME (unaudited)

(ddllarsinthousands except per share data)

Interest ncome
Loans (induding fess)
Loans hed for sde
Deposits with other banks
Securities (induding FHL B stock)
Federd funds sold
Total Interest Income

I nterest Expense
Demand deposits
Savings deposits
Timedeposits
Borrowings

Total I nterest Expense

Net Interest | ncome
Provision for loan losses
Ne I nterest |ncome after Provision for Loan L osses

Noninterest | ncome:
Savice chages, commissions and fees
Net gans on sdeof securities
Ne ganson sdeof loans
Other
Total Noninterest | ncome

Noninterest Expense
Sdaies and employee bendiits
Occupancy and equipment expense
Ne cost from other red estate & repossessions
Othe
Total Noninterest Expense

Income Before | noome Taxes

Provision for incometaxes
Ne Income

Pa Common Share
Eamings
Cash dividends pad

Average Common Shares Outstanding

SeeNatestoConsdli dated Financial Satements

ThreeM onths
Ended M arch 31,
2009 2008

$8,657 $10,858
1 21
225 9
2,074 1,519
17 316
10,974 12,723
434 968
41 56
3,592 3,582
62 109
4,129 4,715
6,845 8,008
648 202
6,197 7,806
980 1,013
- 3
79 83
278 343
1,337 1,442
2,826 2,601
683 699
110 42
2,215 2,330
5,834 5,672
1,700 3,576
590 1,250
$1,110 $2,326
$0.20 $0.42
$0.16 $0.16
5,559,644 5,559,644




FIRST GUARANTY BANCSHARES, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTSOF SHAREHOLDERS EQUITY

(dollars in thousands, except per share data)

Balance December 31, 2007
Net income
Change in unredized|oss

onavailable for sde securities

net of reclassification adjustments and taxes
Comprehensive income
Cash dividends on common stock ($0.16 per share)
Balance M arch 31, 2008 (unaudited)

Balance December 31, 2008
Net income
Change in unredizedloss

onavailable for sde securities

net of reclassification adjustments and taxes
Comprehensive income
Cash dividends on common stock ($0.16 per share)
Balance M arch 31, 2009 (unaudited)

See Notesto Consalidated Financia Statements

Accumulated
Common Other
Sock Retained Comprehendve
$1 Par Surplus Earnings Loss Total

$5,560 $26,459 $35,578 ($335) $67,262

- - 2,326 - 2,326

- - - (169) (169)

2,157

- - (889) - (889)

$5,560 $26,459 $37,015 ($504)  $68,530
$5,560 $26,459 $37,769 ($3,158)  $66,630
- - 1,110 - 1,110

- - - (2,145) (2,145)
(1,035)

- - (890) - (890)

$5,560 $26,459 $37,989 ($5,303)  $64,705




FIRST GUARANTY BANCSHARES, INC. AND SUBSIDIARY
CONSOL IDATED STATEMENTSOF CASH FL OWS (unaudited)

(in thousands)

Cash Flows From Oper ating Activities
Net income
Adjustmentsto reconcile net incometo net cash
provided by operating activities:
Provision for loan losses
Depreciaion and amortization
Amortization of discount oninvestments
Gain on call of securities
Gan on sde of assets
ORE writedowns and loss on disposition
FHLB stock dividends
Net (increase) decreaseinloanshdd for sde
Changein other assets and liabilities, net
Ne Cash Provided By Operating Activities

Cash Flows From Investing Activities

Proceeds from maurities and cdlsof HTM securities
Proceeds from maturities, cdls and sdesof AFS securities
Fundsinvegedin AFS securities

Proceeds from sd e of Federal Home Loan Bank stock
Proceeds from maturities of time depositswith banks

Net decrease (increase) in loans

Purchase of premisesand equipment

Proceeds from sdes of other real estate owned

Net Cash (Used In) Provided By Investing Activities

Cash Flows From Financing Activities

Net increase (decrease) in deposits

Net increase (decrease) in federd funds purchased and short-term borrowings
Repayment of long-term borrowings

Dividends pad

Ne Cash Provided By (Usd In) Financing Activities

Net Increase (Decrease) In Cash and Cash Equivalents

Cash and Cash Equivalentsat the Beginning of the Period
Cash and Cash Equivalentsat the End of the Period

Noncash Activities:
Loans transferred to foreclosed assets

Cash Paid During The Period:

Interest on depositsand borrowed funds
Income taxes

See Notesto Consalidated Financial Statements

Three M onths Ended M arch 31,

2009 2008
$ 1,110 $ 2326
648 202

351 365
(233) (298)

- (3

(78) (83)

82 15

@) a7

(56) 3122

(386) 2677
1,436 8306
4,597 1954
438,825 244,909
(563,251) (229,861)
- 505

2,715 2,089
13,919 (16577)
(192) 97)

56 84
(103,331) 3,006
131,450 (18,428)
8,715 (968)
(2,484) -

- (889)
137,681 (20,285)
35,786 (8973)
78,017 58,677

$ 113,803 § 49,704
S 20 $ -
$ 293 $ 4154
$ 1,700 R



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1. Basis of Presentation

The accompanying unauditetnsolidated financial statemeritave been prepared in accordance with generally accept
accounting principles for ietim financial information and with the instructions to FormQ@@nd Article 100f Regulation SX.
Accordingly, they do not include all of the information and footnotes required by generally accepted accounting principles
consolidated financial stateentsand the footnotesf First Guaranty Bancshares, Inc. (the OCompaimg@to should be read in
conjunction with thauditedfinancial statementnd note disclosures ftine Company previously filed with the Securities and Exchang
Commissionin theCompany)s Annual Report filed on Form-Kdor the year endeBecember 312008.

The consolidatefinancial statementmclude the accounts of First Guaranty Bancshares, Inc. and its wholly owned supsidi
First Guaranty Bank All significant intercomgany balances and transactions have been eliminated in consolidation.

In the opinion of management, the accompanying unauctitesblidated financial statemewtintain all adjustments necessary
for a fair presentation of ttownsolidated financial statemis Those adjustments are of a normal recurring nature. The results of operat
for thethreemonthperiods endedviarch 31, 2009 and2008 are not necessarily indicative of the results expected for the full year.

The preparation of financial statemeimgonformity with generally accepted accounting principles requires managementto rr
estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. Ac
could differ from those estiates. Material estimates that are susceptible to significant change in the near term are the allowance f
lossesyaluation of goodwill, intangiblassets and other purchase accounting adjustments.

Note 2. Fair Value

Effective January 1, 2008, tlimmpany adopted the provisions of Statement of Financial Accounting Standards (SFAS) No.
OFair Value Measurements,O for financial assets and liabilities. SFAS 157 defines fair value as the price that would be received
asset or paid to trafes a liability in an orderly transaction between market participants. A fair value measurement assumes th
transaction to sell the asset or transfer the liability occurs in the principal market for the asset or liability or, in the absencipalf a p
market, the most advantageous market for the asset or liability. Valuation techniques use certain inputs to arrive at fair value. |
valuation techniques are the assumptions that market participants would use in pricing the asset of fiapilitpy be observable or
unobservable. SFAS 157 establishes a fair value hierarchy for valuation inputs that gives the highest priority to quoted prices i
markets for identical assets or liabilities and the lowest priority to unobservable ifipafsir value hierarchy is as follows:

Level 1 InputdUnadjusted quoted market prices in active markets for identical assets or liabilities that the reporting enti
the ability to access at the measurement date.

Level 2 InputPInputs other thanwupted prices included in Level 1 that are observable for the asset or liability, either direct!
indirectly. These might include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar a
liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset or liability (such as inter
volatilities, prepayment speeds or credit risks) or inputs that are derived principally from or corroboratedebglatwatky correlation or
other means.

Level 3 InputdUnobservable inputs for determining the fair values of assets or liabilities that reflect an entityOs own assur
about the assumptions that market participants would use in pricing the asisdititas.

A description of the valuation methodologies used for instruments measured at fair value follows, as well as the classifice
such instruments within the valuation hierarchy.

Securities Available for SaleSecurities classified as avdila for sale are reported at fair valulizing Level 1,Level 2and
Level 3inputs.For hese securities, the Compamlytains fair value measurements from an independent pricing service. The fair vé
measurements consider observable data that maydadealer quotes, market spreads, cash flows, market yield curves, prepayr
speeds, credit information and the instrumentOs contractual terms and conditions, among other things

Impaired Loans.Certain financial assets such as impaired loans are negastfair value on a nonrecurring basis; that is, the
instruments are not measured at fair value on an ongoing basis but are subject to fair value adjustments in certain circumstance
when there is evidence of impairmenhe fair value of impaedloans wash6.7 million at March 31 20M®. The fair value of impaired
loans is measured by either the obtainable market price (Level 1), the fair value of the collateral as determined by appraisals or inc
valuation (Level 2), or the present valaf expected future cash flows discounted at the effective interest rate of the loan (Level 3)

Certain norfinancial assets and ndimancial liabilities are measured at fair value on a-remurring basis including assets and
liabilities related to repting units measured at fair value in the testing of goodwill impairment, as well as intangible assets and-othe
financial longlived assets measured at fair value for impairment assessment

The following table summarizes financial assets and finaliaimlities measured at fair value on a recurring basisisuath 31
2009, segregated by the level of the valuation inputs within the fair value hierarchy utilized to measure fair value:



Fair Value Measurements at
March 31, 2009, Using

Quoted
Prices In
Active
Markets Significant
Assets/Liabilities For Other Significant
Measured at Fair Identical Observable Unobservable
Value Assets Inputs Inputs
(Dollarsinthousands) March 31,2009 (Level 1) (Level 2) (Level 3)
Securities available for sale $ 235,816 $ 132,568 $ 103,248 $ -

Gains and losses (realized and unrealized) included innear(dr changes in net assets) for the first three months ofd?009
a recurring basiare reported in noninterest income or other comprehensive income as follows:

Other
Noninterest Comprehensive
Income Income
(in thousands)
Total gains included in earnings - -
(or changes in net assests)
- 2,145

Increase in unrealized losses relating to assets
still held at March 31,2009

The Company did not record any assets or liabilities at fair value for which measucétinentair value was made on a
nonrecurring basis during the three months ended March 31, 2009.

Note 3. Loans and Allowance for Loan Losses
Loans, net of unearned inconetaled$591.5million atMarch31, 200 and $06.4million at December 31, 280The Company

alsoheld $56,000in loans held fosale atMarch 31, 20®. No loans were held for sale&cember 31, 2 Theloan portfolio is the
largest component afssetsvith total loansnet of allowance for loan lossescounting fob8.8% and69.6% of totalassets as of March

31, 2009and December 31, 280respectiely. The loan portfolio consists solely of domedtans
Total lboans aMarch 31, 20® (unauditedandDecember 312008 were as follows:



March 31, December 31,
2009 2008
As % of As % of
Balance Category Balance Category
(ddllars in thousands)
Real edate

Congtruction & land development $ 85,450 14.4% $ 92,029 15.2%
Farmland 15,396 2.6% 16,403 2.7%
1-4 Family 72,778 12.3% 79,285 13.1%
Multifamily 10,691 1.8% 15,707 2.6%
Non-farm non-res dential 288,381 48.7% 261,744 43.0%
Total real estate 472,696 79.8% 465,168 76.6%
Agricultural 16,988 2.9% 18,536 3.0%
Commercial and industrial 86,024 14.5% 105,555 17.4%
Consumer and other 16,573 2.8% 17,926 3.0%
Total loans before unearned income 592,281 100.0% 607,185 100.0%

Less unearned income (808) (816)

Total loans after unearned income $ 591,473 $ 606,369

The following table sets fortthe maturity distribution of the loan portfolio and the allocation of fixed and floating rate loar

March 31, 2009
Fixed Floating Total
(in thousands)
Oneyear or less $159,769 $193,573 $353,342
Onetofiveyeas 160,134 29,729 189,863
Fiveto 15yeas 23,034 208 23,242
Over 15 years 17,924 - 17,924
Subtotal 360,861 223,510 584,371
Nonaccrud loans 7,102
Totd loans ater unearned income $360,861 $223,510 $591,473

The allowance for loan losses is reviewed by Management on a monthly basis and additions thereto are recorded in
maintain the allowance ah adequate level. In assessing the adequacy of the allowance, Management considers a variety of intel
external factors that might impact the performance of individual loans. These factors include, but are not limited to, economic cor
andtheir impact upon borrowersO ability to repay loans, respective industry trends, borrower estimates and independent ag
Periodic changes in these factors impact ManagementOs assessment of each loan and its overall impact on the adenyuanyeithe

loan losses.

The allowance for loan losststaled$6.4 million or 1.09 of tal loans at Marc81, 20 and$6.5 million or 1.0% of total
loans at December 31, 200Changes in the allowance for loan losses fothheemonthsendedMarch 31, 200 (unauditedpnd he year

endedDecember 312008 are as follows:

March 31, December 31,
2009 2008
(in thousands)

Balance beginning of period $6,482 $6,193
Provision charged to expense 648 1,634
Loans charged-off (738) (1,613)
Recoveries 52 268

Allowance for loan losses $6,444 $6,482

The following table sets forth, for the periods indicated, the allowance for loan losses, amountsothemgedcoveries of loans

previously chargeaff:



Three Months Ended

March 31, March 31,
2009 2008
(in thousands)
Balance at beginning of period $ 6,482 $ 6,193
Charge-offs:
Real estate loans:
One- to four- family residential (153) -
Non-farm non-residential (356) -
Commercial and industrial loans (50) (180)
Consumer and other 179) (104)
Total charge-offs (738) (284)
Recoveries:
Real estate loans:
Construction and land development 1 1
Farmland 1 -
One- to four- family residential 10 4
Commercial and industrial loans 3 4
Consumer and other 37 54
Total recoveries 52 63
Net charge-offs (686) (221)
Provision for loan losses 648 202
Balance at end of period $ 6,444 $ 6,174
Ratios:
Net loan charge-offs to average loans 0.11% 0.04%
Net loan charge-offs to loans at end of period 0.12% 0.04%
Allowance for loan losses to loans at end of period 1.09% 1.04%
Net loan charge-offs to allowance for loan losses 10.65% 3.58%
Net loan charge-offs to provision charged to expense 105.82% 109.19%

During the fist quarter of 2009, charged off eteefour family residential real estate loans totaled $0.2 million and comprised
several small loans.

During the same period, charged off flanm nonresidential loans totaled $0dillion and was the result ofieloan secured by
commercial real estatéThe performance of this loan was primarily supported by the cash flows of the busimessarrower of the
commercial loan is a lumber milling and distributing company that had been in business for many yeaan. géréoloned in accordance
with its terms until the death of its owner. The distress of the lumber loan resulted from a decrease in lumber prices during 200
adversely and significantly affected the borrowerOs business. In January 2008, the Gasphfe/to liquidate receivables and repay ¢
portion of the lumber loan reducing the principle balance from approximately $1.0 million to $0.8 mHkgroperty has been liquidated
and the balance of the loan has been fully charged off.

In some instaces, loans are placed on nonaccrual status. All accrued lmliegted interest related td@anis deducted from
income in the period the loan is assigned a nonacstatais During the perioda loan is in nonaccrual status, aagh receipts are firs
appliedto theprincipalbalance. Once the principal balance has been fully recovered, any residual amounts areeqpaiesttesulting
from the collection of the paymeandto the recovery of any reversed interest income and infeshethatwould havebeenduehad
the loan not beeplaced on nonaccrual statuss of March31, 2009 and December 31, 2008@wenpany had loans totaling $7.1 million
and $9.1 million, respectively, on which the accrual of interest had been discontinued.

Note 4. Goodwill and Other Intangible Assets

The Company accountsr goodwill and intangible assets in accordance with SFAS No. 142, OGoodwill and Other Intang
AssetsO. Under SFAS No. 142, goodwill and intangible assets deemed to have indefiniterlivesaes amortized, but are subject to
annual impairmertests in accordance with the provision of SFAS No. 142. Other intangible assets continue to be amortized ove
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useful lives. Goodwillvas$2.0million at March 31, 2009 andecembeB31, 20@.

Mortgage servicing righttotaled $1,000and core deposit intangibles totaled $8.0 million at March 31,.20869 mortgage
servicing rights andore deposit intangibles abethsubject to amortization. Theore deposits reflect the value of depositti@fships,
including the beneficial rates, which arose from the purchase of other financial institutions and the purchase of various banking
locations from one single financial institution. Tlodlowing table summarizes the CompanyOs purchasedrdtmpintangible assets
subject to amortization.

Asof March 31, 2009 As of December 31, 2008
GrossCarrying Accumul ated Net Carrying GrossCarrying Accumulated Net Carrying
Amount Amortization Amount Amount Amortization Amount

(in thousands, unaudited)

Core deposit intangibl es $ 7,97 $ 6,025 $ 1,972 $ 7,97 $ 5,948 $ 2,049
Mortgage servicing rights 41 6 35 32 3 29
Total $ 8,038 $ 6,031 $ 2,007 $ 8,029 $ 5951 $ 2,078

Note 5. Borrowings

During the first quarter of 2009, totadsetsncreased to the extent that it resulted in a reduction of regulatory capitalAatis.
result in March 2009 the Company borrowed.G@nillion on its available line of credit and injected the $6.0 million into the Firs
Guaranty Bank to enhance capital. The interest rate on the line of credit is a floating rate and is set at prime less 100 basis poir
floor of four percent (4@%). The Company intends to repay the debt in full by December 31,20@9term borrowingsgecreased in
2009 to $5.9 milliorfrom $8.4 million atDecember 31, 2008

TheCompany is in default of one wenant imposed on its line of credit. The aw@trequres the Company to maintain a returr
on average assetsROAAO)of 0.60%. As of March 31, 2009, the CompanyOs ROAA was 0.47%. The Company will request a wa
this covenant but has currently not received approval.

Note 6. Income Taxes

The Finandal Accounting Standards Board (OFASBO) Interpretation NoAct®unting for Uncertainty in Income Taxes
(OFIN4$ clarifies the accounting for uncertainty in income taxes recognized in accordance with SFAS Nxcbd@iting for Income
Taxes and presches a recognition threshold and measurement attribute farotieolidated financial statemenscognition and
measurement of a tax position taken or expected to be taken in a tax retubmnip@nydoes not believe it has any unrecognized ta»
benefits ncluded in itsconsolidated financial statemeniheCompanyhas not had any settlements in the current period with taxin
authorities, nor has it recognized tax benefits as a result of a lapse of the applicable statute of limitations.

TheCompanyrecognzes interest and penalties accrued related to unrecognized tax benefits in noninterest expense. Dut
quarters endelllarch 31 200 and 208, theCompanyhas not recognized any interest or penalties toitsolidated financial statements
nor has itrecorded an accrued liability for interest or penalty payments.

At this time, no tax years are under examination. With few exceptionSptheanyis no longer subject to U.S. federal, state or
local income tax eaminations for years before 2005

Note 7. Recent Accounting Pronouncements

In April 2009, the Financial Accounting Standards Board (OFASBO) issued FASB Staff Position (FSBe1é&rmining Fair
Value When the Volume and Level of Activity for the Asset or Liability Have Significantly [Recredddentifying Transactions That Are
Not Orderly This FSP affirms that the objective of fair value when the market for an asset is not active is the price that would be re«
sell the asset in an orderly transactioejudes additional factofer determining whether there has been a significant decrease in ma
activity for an asset when the market is inactive; eliminates the presumption that all transactions are distressed unless proven
requiring an entity to base its conclusiontbe weight of evidence; and requires an entity to disclose a change in valuation tech
resulting from application of the FSP and to quantify its effects, if practicable. F&Pid Bifective for interim and annual periods endini
after June 15, 2008ith early adoption permitted for periods ending after March 15, ZH@OCompany has not chosen to adopt FSPR1157
early. The Company is assessing the provisions of FSP4161ut does not expect the impact to be material to the CompanyOs fina
condtion or results of operations.

In April 2009, the FASB issued FSP 12%nd FSP 122, Recognition and Presentation of OtiEranTemporary Impairments
This FSP changes existing guidance for determining whether an impairment is other than tempelasetudties; replaces the existing
requirement that the entityOs management assert it has both the intent and ability to hold an impaired security until recover
requirement that management assert: (a) it does not have the intent to sellribheas®t(b) it is more likely than not it will not have to
sell the security before recovery of its cost basis; requires that an entity recognize noncredit losses-omataliy debt securities in
other comprehensive income and amortize the amouwnttbe remaining life of the security in a prospective manner by offsetting tl
recorded value of the asset unless the security is subsequently sold or there are credit losses; requires an entity to presentthe
thantemporary impairment in thetatement of earnings with an offset for the amount recognized in other comprehensive income; ¢
adoption, requires an entity to record a cumulagiffect adjustment as of the beginning of the period of adoption to reclassify the nonct
component ba previously recognized oth#rantemporary impairment from retained earnings to accumulated other comprehen:
income if the entity does not intend to sell the security and it is more likely than not that the entity will be required to selltthe s¢
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before recovery. FSP 145andFSP124-2 are effective for interim and annual periods ending after June 15, 2009 with early adop
permitted for periods ending after March 15, 2009. The Compasighosenotto adopt FSP112 and FSP 122 early. We anticipate
the adoption oFSP 1152 and FSP 122 will not have a significant impact to the CompanyQOs financial condition or results of operati

In April 2009, the FASB issued FIP7-1 and APB 281, Interim Disclosures about Fair Value of FinanciastrumentsUnder
this FSP, a publicly traded company shall include disclosures about the fair value of its financial instruments whenever it
summarized financial information for interim reporting periods. In addition, an entity shall discloséivdihor in the accompanying
notes of its summarized financial information for interim reporting periods and in its financial statements for annual reporting peric
fair value of all financial instruments for which it is practicable to estimatevtidae, whether recognized or not recognized in the
statement of financial position. FSP 10and APB 281 are effective for interim periods ending after June 15, 2009 with early adopti
permitted for periods ending after March 15, 2009. The Compangédssiag the provisions o8P 1071 andAPB 281, but does not
expect the impact to be material to the CompanyOs financial condition or results of operations.

In February 2009, the FASB issued FSP 143R)ccounting for Assets Acquired and LiabilitiessAmed in a Business
Combination that Arise from Contingenciemnends provisions related to the initial recognition and measurement, subseq!
measurement and disclosure of assets and liabilities arising from contingencies in a business combink&#hisTékéective for all
business combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on
December 15, 2008. The impact on the CompanyOs financial condition or results of spedgipendent on the extent of future busines
combinations.

Item 2. ManagementOs Discussion and Analysis of Financial Condition and Results of Operations

The following management discussion and analysis is intended to highlight the signifitanstdéfecting th€ompanis financial
condition and results of operations presented indbiesolidated financial statemeritecluded in this Form 14@. This discussion is
designed to provide readers with a more comprehensive view of the operatingaaduihancial position than would be obtained from
reading theconsolidated financial statemera®ne. Reference should be made to tiststementgor an understanding of the following
review and anafsis. The financial data for the thremonthsendedMarch 31, 20® and 2008 have been derived from unaudited
consolidated financial statemerasd include, in the opinion of management, all adjustments (consisting of normal recurring accruals
provisions) necessary to present fairly @mpanis financal position and results of operations for such periods.

Special Note Regarding ForwardLooking Statements

Congress passed the Private Securities Litigation Act of 1995 in an effort to encourage corporations to provide information
companyQantiipated future financial performance. This act provides a safe harbor for such disclosure, which protects us
unwarranted litigation, if actual results are different from Management expectations. This discussion and analysis contdimskinigvard
statements and reflects ManagementOs current views and estimates of future economic circumstances, industry conditions,
performance and financial results. The words Omay,O Oshould,0 Oexpect,O Oanticipate,O Qintend,O Oplan,0 Ocontek&O (
OestimateO and similar expressions are intended to identify fdooigrdy statements. These forwdambking statements are subject to a
number of factors and uncertainties, which could cause our actual results and experience to differ fronipiwedmésults and
expectations, expressed in such forwiaoking statements.

First Quarter Overview
Financialhighlightsfor thefirst quarterof 2009compared with the first quarter of 208& as follows

¥ For thefirst quarterof 2009, the Companyddnet incometotaling$1.1million. Netincome totaled $2.3 million for the first
quarter of 2008.

¥ Net interest incoméor thefirst quarterof 2009 and2008 was$6.8 million and $.0 million, respectively. Net interest
incomedecreasegrimarily as aesult ofthe cecline in market interest rates, as both our net interest margin and net inte
spread were lower during the three months ended March 31, 2009 compared to the same period fire 2@d&terest
margin was also impacted by the suddenifigant increase in volume of intereséaring liabilities and the ability to
redeploy these monies in higher intereatning assets in a timely fashidme netinterest margirwas 3.26 for thefirst
quarter200 and4.3% for thefirst quarter2008.

¥  Theprovision for loan lossefer thefirst quarterof 2009was$0.6 million compared to .2 million for thefirst quarterof
2008 The increase in the provision was primarily a result of increased eb#sgeuring the first quarter of 2009 when
compared tahe same period of 2008.

¥ Total assets as darch 31, 2009 were $1Hillion, an increas®f $137.5million or 15.8% when compared to $87iillion
at December 31, 2008ith the largest increases in band cash equivalents and investment securnitatially offset with
decreases in interesarning time deposits withanks and net loans

¥ Cash and cash equivalents totafgl 3.8million atMarch 31, 2009, an increase of $35.8 million when compared to $78
million at December 31, 2008he increase ikash and cash equivalents was a result of additional cash from isdrease
deposits.

¥ Investment securities totaled $256x0llion at March 31, 2009an increase of $116.8 million when compared to $139.2
million at December 31, 2008he increase in sedties was a result of deploying additional cash from increases in depos
At March 31, 2009available for sale securitiesit fair valuetotaled$235.8million, an increase of $121.#illion when
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compared to December 31, 206&Id to maturity securitig at costtotaled$20.2 million, a decrease of $4.6 million when
compared to $24.gillion at December 31, 2008

¥ The netloan portfolio dlarch 31, 200%otaled $85.0 million, adecrease of $4.9million or 2.5% from the December 31,
2008 level of $59.9 million. Net loangeflect areduction for the allowancerfétoan losses which totaled @amillion for
March 31, 200&nd$6.5million for December 31, 2008

¥ Total deposits increased $131.5 million or 26.8 2009whencompared to December 31, 2008dividual and business
deposits ioreased by32.4million and deposits from publizhd deposits icreased by99.1million.

¥  Stockholders@quitytotaledat $64.7million atMarch 31, 2009, a decrease of $milion when compard to December 31,
2008 The decrease in equity resulted from the change in accumulétedoomprehensive income of $2rillion and
dividends paidbn common stockotaling $0.9million, partially offset by net income of $1illion.

¥ As of March 31, 2009the yeaito-date eturn onaverageasset{OROAAQ) and return onemage equity (OROAEQ) were
0.47% and 6.75% respectiveljhe yeaito-date ROAA and ROAE werk18% and 13.7% for the same period in 280

¥ The CompanyOs Board of Direcideslarecashdividends of $0.16per ommon sharéor thefirst quarterin 208 and 2009.

Financial Condition
Changes in FinancialCondition from December 31, 200® March 31, 2009

General Total assets as darch 31, 2009 were $1Hllion, anincrease of $137.million or 15.8% when campared to $871.4
million at December 31, 2@0The ircrease in assets resulfedm increases itash and cash equivalearsd investment securitiesith
decreases imterestearningtime deposits with banks amahns Other assetslso increased in 2009The increases in cash and cash
equivalents and securitiesflectsmanagementOs intent to forego higher yielding, longer term investments during the current low in
recessional economy. Management believes the composition of assets will previdetpany with the flexibility to take advantage of
market opportunity once the economic recovery begins.

Cash and Cash Equivalent Cash and cash equivalentsvirch 31, 2009 totaled $113.8 million, an increase of $88ll&n
when compared to $78.0iflion at December 31, 200&ash ad due from banks decreased $5&illion, interestearning demand
deposits with banks increased $45%r@llion and federal funds sold increased $48ilfion.

Investment SecuritiesSecurities classified as available sale are measured at fair market value and securities classified as |
to maturity are measured at book valliee Company obtains fair value measurements from an independent pricing service to v
securities classified as available for sale. Thevialne measurements consider observable data that may include dealer quotes, m
spreads, cash flows, market yield curves, prepayment speeds, credit information and the instrumentOs contractual terms and ¢
among other things.

Investment secitres atMarch 31, 2009 totaled $256n@illion, an increase of $16.8million whencompared to$39.2million at
December 31, 2@) The net change in securitiesis primarilya result of the Comparigvestingcash received from increased deposits
into investment securities

The securities portfolio consisted principally of U.S. Government agency securities, mdrégagd obligations, asskacked
securities, corporate debt securities and mutual funds or other equity securitescdriteeportfolio provides us with a relatively stable
source of income and provides a balance to interest rate and credit risks as compared to other catsgeties of

At March31, 2009%$130.1million or 50.7% of securitiegincludingFederal Homé&oanBank of Dallas stck) and mutual funds
and other equity securities were scheduled to mature in less thgparn@hisncludes$1235 million in discount notes that are being
used solely for pledging purposes. Wisxeluding thessecurities, only2.6% of securitiegnatue in less than one year. Securities with
maturity dates over 15 yeastaled2.1% of the totalportfolio. The average maturity of the securities portfolio @#s/ears.

At March 31, 2009securitiesotaling £35.8million were classified as availablerfsaleand £0.2million were classified as held
to matuity, comparedo $114.4million classifiedas available for sale and $24xdllion classified as heltb maturity at December 31,
2008. Management periodically assesses the quality of our inveshulglings using procedures similar to those used in assessing 1
credit risks inherent in the loan portfalést March 31, 2009, management analyzed the investment portfolio for impairment on secur
that had an amortized cost greater than their eyedole value and concluded that no charge was needed for the first quarter of 20(

Average securities as a percentage of average inagshg assets wePd. @6 for thethreemonth period endddarch 31 20
and16.8% for the same period in 280All securities held at March 31, 2009 qualified as pledgeable securities, ex8epniilion of
debt securitieand $08 million of equity securitiesSecurities pledged March 31, 2009otaled$1758 million.

Mortgage Loans Held forSale Loans held fo saletotaled $56,00@t March 31, 2009 We had no loans held for sale at
December 31, 2008.

Loans. The origination of loanis our primary use of our financial resources and represieatargest component of earning
assetsTotal loansaccounted fp58.8% of total assets &arch 31, 2009compared t®9.6% of total assetat December 31, 280There
are no significant concentrations of credit to any borrower or indussrgf March 31, 200979.8% of our loan portfolio wasesured
primarily or seondarily by real estateThe largest portion of our loan portfolio is ntaxm nonresidential loans secured by reatate,
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which accountgor 48.7%6 of our total portfolio.

Our net loan portfolio @larch 31, 2009 totaled $585.0 milliondecrease of ggroximately $14.9nillion from the December 31,
2008 level of $599.9nillion. Netloansinclude$42.6million in assignmentpurchased ononreal estate commercial and industrial loans
and real estate secured loamstof paydownsThe loarassignmentpurchased meghe samenderwritingcriteria used when makirigr
house loansNet loansinclude thereductionfor theallowance for loan losses which totale@l4smillion at March 31, 200%and$6.5
million atDecember 31, 2@®) Fixed rate loangcreased fom $309.amillion or 51.08% of the total loa portfolio at December 31, 28@®
$360.9million, or61.0% of the total loan portfolio &flarch 31, 2009Loanchargeoffs totaled $0.million during the firsthreemonths
of 20, compared to&3 million during the same period 0D28. Recoveriedotaled$0.1 million during the firsthreemontts of 2000
and 20@.

Nonperforming AssetsNonperforming assets consist of loans on which interest is no longer accrued, certain restructured
where the intagst 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 «
of principd and interest or when the loan is contractually past due ninety days or more and not fully secured. If the principal amour
loan is adequately secured, then interest income on such loans is subsequently recognized only in periods in whigmewstsalrpa
received.

The table below sets forth the amounts and categories of oyrenforming assets March 31, 2009unaudited) and December
31, 20@. At the dates indicated we had no troubled detihancing

13



March 31, December 31,
2009 2008
(in thousands)

Nonraccrual loans:
Real edtate loans.

Congtruction and land development $ 2,149 $ 1,644
Farmland 110 182
One- to four- family residential 1,516 1,445
Non-farm non-residential 2,270 5,263
Non-real estate loans:

Commercial and indugtrial 868 275
Consumer and other 189 320

Total non-accrual loans 7,102 9,129

Loans 90 days and greater delinquent

and il accruing:
Real ettate loans:
Congtruction and land development 259 -
One- to four- family residential 260 185
Non-real estate loans:
Commercial and industrial - 17
Consumer and other 2 3
Total loans 90 days greater
delinquent and till accruing 521 205
Total non-performing loans 7,623 9,334

Real estate owned:
Real edtate loans.

Congtruction and land development 259 89
One- to four- family residential 331 223
NorHfarm non-residential 130 256
Total real estate owned 720 568
Total non-performing assets $ 8,343 $ 9,902
Ratios.

Non-performing assets to total loans 1.41% 1.63%
Non-performing assetsto total assets 0.83% 1.14%

Nonperforming assets totaled $8a8lion or 0.8% of total assets at March 31, 2009, a decrease ah$lio® from December
31, 2008. Management has not identified additional information on any loans not already included in the nonperforming asset t
indicates possible creditgblems that could cause doubt as to the ability of borrowers to comply with the loan repayment terms i
future.

Nonaccrual loandecrease&2.0 million from December 31, 2008 to March 31, 2009, largely due to a decreasdanmaron
residential ad partially offset withincreasein nonaccruatonstruction and land developmeeal estate loans and nonaccrual commercie
and industrial loans

Non-farm nonresidentiahonaccrual loans decreas&Gmillion from December 31, 2008 to March 31, 200%decreaseavas
primarily the result othe loan secured by real estate. The borrowers were able to put together a viable plan which was corairme
bankruptcy trustee. The borrower had been making adequate protection payments to the Compang!forosghemprior to the plan
being confirmed. The Company also received a lump sum payment totaling $50,000 to apply toward the indebtedness upon confiri
the plan. Monthly amortization payments began immediately after confirmation and are beiag gagided.

The increase in nonaccrual construction and land development loans is related to one loan for $522,000 secured by
subdivision development. The Companyisrently in foreclosure and dsnot anticipate any loss.

Non-real estate commerciahd industriahonaccrualoans increased $0.6 million from December 31, 2008 to March 31, 20C
This increasevas primarily theesultof three loans. The first loan tha balance of $123,000 and is secured by account receivables. 1
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borrower had a consiction contract that he was not able to collect and is currently in litigation to resolve the issue. The Comp:
currently working to obtain real estate to secure this loan. The second tbarbakance of $197,000 and is secured bygtreantorOs
ownership interest in a real estate development project. The Company is currently in negotiations with the guarantor to work
arrangement. The third lo&wad a balancef $158,000 and is secured by equipm&he Company is currentin the process dfeizing
and liquidating the equipment.

Allowance for Loan LossesThe Companymaintains its allowance for loan losses at a level it considers sufficient to abs
potential losses embedded in the loan portfolio. The allowance is increased by themfovanticipated loan losseswsll as recoveries
of previously chargeaff loans and is decreased by ladrargeoffs. The provision is the necessary charge to current expense to prov
for current loan losses and to maintain the allowance at anaigdgvel commensurate with Management's evaluation of the risks inher
in the loan portfolio. Various factors are taken into consideration whe@Gdhganydetermines the amount of the provision and the
adequacy of the allowance. These factors inchudeare not limited to:

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 underwritingtandards or lending procedures and policies;

Chargeoff and recovery practices;

National and local economic and business conditions;

Nature and volume of loans;

Overall portfolio quality;

Adequacy of loan collateral,

Quality of loan review system and deg of oversight by its Board of Directors;

Competition and legal and regulatory requirements on borrowers;

Examinations and review by t@®mpanys internal loan review department, independent accountants arpbttyréhdependent
loan review personnegnd

! 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 on a regular basis by Man:
with regard to current national and locabromic trends, prior loss history, underlying collateral values, credit concentrations and indt
risks. An estimate of potential loss on specific loans is developed in conjunction with an overall risk evaluation of the total loan po
This evaluabn is inherently subjective as it requires estimates that are susceptible to significant revision as new information be
available.

The allowance consists of specific, general and unallocated components. The specific component relates svéoelasdtiiad
as doubtful, substandard or special mention. For such loans that are also classified as impaired, an allowance is established
discounted cash flows (or collateral value or observable market price) of the impaired loan is lower taarying value of that loan.
The general component covers rdassified loans and is based on historical loss experience adjusted for qualitative factors
unallocated component is maintained to cover uncertainties that could affect Managertiera®oéprobable losses. The unallocated
component of the allowance reflects the margin of imprecision inherent in the underlying assumptions used in the methodolo
estimating specific and general losses in the portfolio.

Provisions are necsary to maintain the allowance at an adequate level based on loan risk factors and the levels of n¢
chargeoffs. The provigbns made itthe firstthreemonthsof 2009 were taken tprovide for current loan lossdacluding net chargeffs,
and to mantain the allowance at an adequate level commensurate with ManagementOs evaluation of the risks inherent in the loan
Provisiors made pursuario these processes totafi6 million in the firstthree months of 2009 as compared to $0.2 mifiiwthe same
period in 2008The increase in the provision was primarily a result of increased ebfisg@otal chargeoffs were $.7 million for first
threemonthsof 200 as compared to total chargés of $0.3 million for the sameeriod in 208. Recveries wee $.1 million for the
first threemonthsof 20 and 2008.

The allowance atlarch 31, 2009vas %.4 million or 109% of total loansaand77.2% of nonperformingassetsManagement
believes that the current level of the allowance is adequatev&y losses in the loan portfolio given the current economic condition
expected net charge#fs and nonperforming asset levels.

Other information relating to loans, the allowance for loan losses and other pertinent staltmtics
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March 31,
2009 2008
(in thousands, unaudited)

Loans
Average outdanding bdance $597,607 $581,108
Badanceat end of period $591,473 591,612

Allowancefor L oan L osses

Bdancea beginning of year $6,482 $6,193
Provison charged to expense 648 202
L oans charged-off (738) (284)
Recoveries 52 63
Bdancea end of period $6,444 $6,174

Deposits. Managing the mix and pricing the maturities of deposit liabilities is an important filaabaffectsour ability to
maximizethenet interest margiThe strategies used to managerestbearingdeposit liabilities are designed to adjust as the intetest r
environment changes. In this regardinagement regularly assesses our funding needs, deposit pricing and interesoodt® d-rom
December 31, 200® March 31, 200%otal depositincreased $131.&illion, or 16.8%6, to $11.8million atMarch31, 2009rom $780.4
million at December 31, 280During 2009, consumer deposits increased $33.8 million, public fund deposits increased $99.2 milliot
business deposits decreased $1.5 millioninterestbearingdemand depositdecreased by &2 million andinterestbearingdeposits
increased b$131.7million. As of March 31, 2009the aggregate amount of outstanding certificategpdsit in amounts greater than or
equal to $100,000 was approximateB80$.0million.

Average noimterestbearingdepsitsdecreased to $116million for thethreemonthperiod endedarch 31, 2009 from $118.7
million for thethreemonthperiod endelarch 31, 2008Average noimterestbearingdeposits representé®.5% and 16% of average
total deposits for ththreemonthperiods ende#larch 31 20 and 20@, respectively.

As we seek to maintain a strong net interest margin and improve our earnings, attractiog-oterest bearingeposits will
remain a primary emphasiSore deposits are internally definedatsl depositdesspublic funddepositsManagement will continue to
evaluate and update our product mix in its efforts to attract additional core customers. We currently offer a numbesrestimaring
deposit products that are competitively prieed designed to attract and retain customers with primary emphasis on core d&fgosits
have also offered several different time deposit promotions in an effort to increase our core deposits and to increagd Neprichita1,
2009 our coredepositdotaled $586.9 millioror 64.4% of total deposits.

The following table sets forth ttemposition of the CompanyOs depositéath 31, 2009unaudited) and December 2008

March 31, December 31, Increase/(Decrease)
2009 2008 Amount Per cent
(ddlarsin thousands)
Deposits:
Noninter est-bearing demand $118,008 $118,255 ($247) -02%
Interest-bearing demand 247,042 180,230 66,812 37.1%
Savings 42873 41,357 1,516 3.7%
Time 503,899 440,530 63,369 144%
Totd deposts $911,822 $780,372 $131,450 16.8%

Borrowings.The Companynaintairs borrowing relationships with other finaial institutions as well as the Federal Home Loar
Bank on a shortand longterm basis to meet liquidity needs.March 31, 2009short termborrowingstotaled 48.5million comparedo
$9.8million at December 31, 280 Shortterm borrowings included1®.5 million in repurchase agreements at March 31, 2009 and $¢
million in repurchase agreements at December 31, 2008.

During the first quarter of 2009, totmésetsncreased to the extent that it resulted in a reduction of regulatory capitalAstios.
result in March 2009 the Company borrowed $6.0 million on its available line of credit and injected the $6.0 million Fitstthe
GuarantyBank to enhance capital. The interest rate on the line of credit is a floating rate and is set at prir@dkesis p0ints with a
floor of four percent (4.00%). The Company intends to repay the debt in full by December 31Lab@0@rm borrowingdecreased in
200 to $5.9million from $8.4 million atDecember 31, 26

TheCompany is in default of one wenant imposed on its line of credit. The coaat reqires the Company to maintain a returr
on average assetsROAAO)of 0.60%. As of March 31, 2009, the CompanyOs ROAA was 0.47%. The Company will requestfamwai
this covenant.

The average amount taftalborrowings for thehreemonthsendedviarch 31, 2009vas £1.6million, compared to #0.9million
for thethreemonthsendedViarch 31, 2008At March 31, 2009%the Companyad $#65.0 million in FederaHome Loan Bank letters of
credit outstanding obined solely for collateralizing public deposits.
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Equity. Total equity dereased to@4.7 million as ofMarch 31, 2009 from $66@illion as of December 31, 280The chang@
equity resulted from net income o & million for thethreemonthsendedviarch 31, 200%ess$2.1million for the ircrease in unrealized
loss on available for sale securitesd$0.9 million in quarterly dividend payment& common stockCash dividends paid were $6per
sharefor thethreemonthperiods endingarch 31, 209 and 208.

Results of Operatios for theThree Months EndedMarch 31, 2009

Netincome For the quarter endingarch 31, 2009Firs Guaranty Bancshares, Inc. hamhsolidated neéhcomeof $1.1million,
a $1.2million decrease from tH&2.3million of net income reported for tifiest quarter of 208. The decrease inettincomenvasprimarily
attributable to the decreaserniat interest income, with a $1.7 million decrease in interest income and a $0.6 million decrease in in
expense Net interesincomedecreasedrimarily as a result ahe cecline in market interest rates, as both our net interest margin and
interest spread were lower during the three months ended March 31lc@@fared to the same period in 2008 net interest margin
was also impacted by tlseidden significanihcreasen volumeof interestbearing liabilities and the ability to redeploy thesenies in
higher interesearning assets atimely fashionNoninteresincome decreased $0.1 million duriihg first three ranth of2009compared
to the same period in 200Roninterestexpense increasekD.2 milliondueprimarily to an increase in salaries and employee benefit
duringthe first three month of 2009 compared to the same period in 2008.

Net interest income.Net interest income is the largest component of our earnings. It is calculated by subtracting the cc
interestbearingliabilities from the income earned amerestearningassets and represents the earnings from our primary business
gathering depots and making loans and investments. Our-temm objective is to manage our net intenresbme to provide the largest
possible amount of income while balancing interest rate, credit and liquidity risks.

A financial institutionOs asset and liabilitysture is substantially different from that of an industrial company, in that virtually :
assets and liabilities are monetary in nature. Accordingly, changes in interest rates, which are generally impacted by inflation ra
have a significant impaon a financial institutionOs performance. The impact of interest rate changes depends on the sensitivity to
of ourinterestearningassets anthterestbearingliabilities.

Net interest income for the quarter endéarch 31, 2009vas$6.8million, a decrease §f1.2million when comparetb $8.0
million for thefirst quarter in 208. The decrease in net interestincome reflected a decrease in net interest spread and netinterest rr
the yield on ouinterestearningassets decreased moraritthe cost of ouinterestbearingliabilities.

The net interesharginshown below in the average balance sheet is calculated by dividing net interestincome bintaresige
earningassets and is a measure of the efficiency of the earnings froncdalaet activities. It is affected by changes in the differenc
between interest dnterestearningassets animterestbearingliabilities and the percentageinferestearningassets funded higterest
bearingliabilities (leverage). everage for ththreemonthsendingMarch 31, 2009vas84.3%, compared t80.6% for thesame period in
2008.

The following table sets forth average balance sheets, average yields and costs, and cetdormtten for thehreemonths
endedMarch 31 20 and 20@, respectivelyNo taxequivalent yield adjustments were made, as the effect thereof was not material.
average balances are daily average balances. Nonaccrual loans were included in the computation of average balances, but
reflected in the takl as loans carrying a zero yield. The yieddsned and rates paset forth below include the effect of deferred fees,
discounts and premiums that are amortized or accreted to interest income or expense.
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ThreeMonths Ended M ar ch 31,

2009 2008
Aver age Yield/ Aver age Yidd/
Balance Interest Rate Balance Interest Rate
(dollars in thousands)
Assets
| nter est-ear ning assets:
Inter est-earning deposits with banks $ 42137 $ 225 2.2% $ 880 $ 9 4.0%
Securities (induding FHLB stock) 224,576 2074 3.7% 125,792 1519 49%
Federd funds sold 45,640 17 0.2% 39,080 316 33%
Loans held for sale 139 1 3.4% 1,090 21 7.7%
Loans, net of unearned income 597,607 8,657 5.9% 581,108 10,858 75%
Totd interest-earning assets 910,099 10974 4.9% 747,950 12,723 6.8%

N oninterest-earning assets:

Cash and due from banks 19,788 25,682
Premises and equipment, net 16,240 16,150
Other assets 9,073 4,973

Total $955,200 $794,755

Liabilitiesand Stockholder s' Equity
I nterest-bearing liabilities:

Demand deposits $229,394 434 0.8% $205,050 968 1.9%
Savings deposits 41,323 41 0.4% 45,929 56 05%
Time deposits 474,532 3592 3.1% 340,797 3,582 42%
Borrowings 21,594 62 1.2% 10,907 109 4.0%

Totd interest-bearing lisbilities 766,843 4,129 2.2% 602,683 4,715 31%

Noninterest-bearing liabilities:

Demand deposits 116,258 118,713
Other 5,458 5,281
Totd liabilities 888,559 726,677
Sockholders' equity 66,641 68,078
Total $955,200 $794,755
Net inter est income $ 6,845 $ 8,008
Net inter est rate spread ® 2. 7% 3.7%
Net inter est-earning asets @ $143,256 $145,267
Net inter est margin @ 3.1% 4.3%
Aver age inter est-ear ning assets to
interest-bearing liabilities 118.7% 1241%

(1) Netinterest rate spread represents the diffee between the yield on averagterestearningassets and the cost of averagerestbearingliabilities.
(2) Netinterestearningassets represent totalerestearningassets less totalterestbearingliabilities.
(3) Netinterest margin represents imgérest income divided by average tata¢restearningassets.
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Provision for Loan LossesManagement assses the allowance for loan loss on a quarterly basis amékes provisions for loan
lossesasdeemed appropriate in order to maintain an adegallowance for loan losses. Increases to the allowance are made to
provisionasloan losses and charged against income.

Provisions are necessary to maintain the allowance at an adequate level based on loan risk factors and the levels of
chageoffs. The provisins made inhe firstthreemonthsof 2009 and2008 were taken t@rovide for current loan lossgscluding net
chargeoffs, and to maintain the allowance at an adequate level commensurate with ManagementOs evaluation of #remiskstfireh
loan portfolio.Provisiors madepursuant to these processes tot&@é millionfor the quarter endddarch 31, 2009an increasef $0.4
million when compared to the same quarter in&0This increase in provision was primarily a resulinefeased chargeffs. Total
chargeoffswere ®.7 million for thefirst threemonthsof 20 as compared 80.3million for the sam@eriod in 208. Recoveries were
$0.1 million for the firstthreemonthsof 20 and 2008

Noninterest Income. Noninteest income includes deposit service charges, return check charges, bankcard fees,
commissions and fees, gains and/or losses on sales of securities and loans, and various other types of income.

Noninterest income fohefirst quarter 200 was $1.3 nilion, down $0.1million when compared to the same period in200
This decrease in noninterest income resulted primarily flteareases in service charges, commissions and fees and in other. incon

Noninterest ExpenseNoninterest expense includes seaand employee benefits, occupancy and equipment expense, net
from other reaéstate and repossessions and other types of expenses. Noninterest experfgstfqutréer in 200 totaled$5.8million,
an increasef $0.2 million from the same p&d in 20B. The largest increases in noninterest expense were reflected in salaries
employee benefits and iret cost from other real estate and repossessitres$0.2 millionincrease in salaries and employee benefits
resultedfrom an increase irhenumber ofemployes in 2009 wherompared to the same period in 208& March 31, 2009our full
time equivalent employees we228.5 compared t@22full time equivalent employeehiring the samegriod of 20@. Net cost of other
real estate angpossessiongicreased 63,000when comparinghethreemonthperiods ending 2@and 20@. Other noninterest expense
reflects adecreaseof $115,000nvhen comparing théareemonthperiods ended 2@0and 20@.

The table below presents the components ofratbrinterest expense as of theee monthgnded March 31200 and 20@.

ThreeMonths Ended M arch 31,

2009 2008
(in thousands)

Other noninterest expense:
Legal and profess onal fees $291 $436
Data processi ng 439 496
Marketing and public relations 195 279
Regulatory assessmernt 228 87
Insurance 103 54
Taxes - sales and capital 163 172
Operating supplies 121 137
Travel and lodging 94 110
Other 581 559

Total other expense $2,215 $2,330

Income Taxes.The provision for income taxéstaled$0.6 million and $1.3nillion for the quarters endédarch 31, 200&nd
2008, respectivelyThe derease in the provisidor income taxes reflectddwerincome duringhefirst quarter2009, primarily due to a
reduction in net interest incomia each of théhreemonthsendedVarch 31, 200 and 208, the income tax provision approximated the
normal statutory rate. The efftiverates were 87% and 35.00, respectively

Iltem 3. Quantitative and Qualitative Disclosures about MarketRisk
Asset/Liability Management and Market Risk

Asset/LiabilityManagementOur asset/liabilitymanagement (ALM) process consists of quamifyianalyzing and controlling
interest rate risk (IRR) to maintain reasonably stable net interest income levels under various interest rate environments. The |
objective of ALM is to maximize net interest income while operating within acceptatiie éstablished for interest rate risk and maintair
adequate levels of liquidity.

The majority of our assets and liabilities are monetary in nature. Consequently, one of our most significant forms of marke

interest rate risk. Our assets, consgprimarily of loans secured by real estate, have longer maturities than our liabilities, consis
primarily of deposits. As a result, a principal part of our business strategy is to manage interest rate risk and reduce the exposure
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interestincome to changes in market interest rates. Accordingly, our Board of Directors has established an Asset/Liability Conr
which is responsible for evaluating the interest rate risk inherent in our assets and liabilities, for determining the skvthladfigi
appropriate given our business strategy, operating environment, capital, liquidity and performance objectives, and for managing
consistent with the guidelines approved by the Board of Directors. 3¢anm@gemenionitors the level dhterest rate risk on a regular
basis and the Asset/Liability Committee, which consists of execMamagemenand other bank personnaperating under a policy
adopted by the Boamf Directors, meets as needed to review our asset/liability policies nest rate risk position.

The interest spread and liability funding discussed below are directly related to changes in asset and liability mixes, vc
maturities and rgricing opportunities fointerestearningassets anihterestbearingliabilities. Interessensitive assets and liabilities are
those which are subject to beingpmeced in the near term, including both floating or adjustable rate instruments and instrum
approaching maturity. The interest sensitivity gap is the difference bettogal interessensitive assets and total intergshsitive
liabilities. Interest rates on our various asset and liability categories do not respond uniformly to changing market conditions. Inter
risk is the degree to which interest rate flations in the marketplace can affect net interest income.

To maximize our margin, we attempt to be somewhat more asset sensitive during periods of rising rates and more |
sensitive during periods of falling rates. Thedhéar interest sensitivitgap management is most critical in times of rapid changes it
overall interest rates. We generally seek to limit our exposure to interest rate fluctuations by maintaining a relatively balanced mi»
sensitive assets and liabilities on a-gear timehorizon. The mix is relatively difficult to manage. Because of the significantimpacton|
interest margin from mismatches in-pdcing opportunities, the assiébility mix is monitored periodically depending upon
ManagementOs assessment of curtaiméss conditions and the interest rate outlook. Exposure to interest rate fluctuations is maint
within prudent levels by the use of varying investment strategies.

We monitor interest rate risk using an interest sensitivity analysis set forthfolidinéng table. This analysis, which we prepare
monthly, reflects the maturity and-peicing characteristics of assets and liabilities over various time periods. The gap indicates whi
more assets or liabilities are subject tgriecing over a givertime period. The interest sensitivity analysiéatrch 31, 2009eflects an
asseisensitiveposition with a positive cumulative gap on a-gmear basis.

Interest Sensitivity Within
3Months Over 3 Months Total Over
Or Less thru 12Months One Year One Year Total
(dollarsin thousands)

Earning Assts:

Loans (including loans held for sae) $306,152 $98,975 $405,127 $186,402 $591,529
Securities (induding FHLB stock) 125,690 4,458 130,148 126,773 256,921
Federd funds sold 50,533 - 50,533 - 50,533
Other earning assets 45230 18,766 63,996 - 63,996

Total earning assets 527,605 122,199 649,804 313175 $962,979

Source of Funds:
| nterest-bearing accounts:

Demand deposits 185987 - 185,987 61,055 247,042
Savings 10,718 - 10,718 32,155 42873
Time deposits 176,139 185,478 361,617 142,282 503,899
Short-term borrowings 12,482 6,000 18,482 - 18,482
Long-term borrowings - 5,871 5,871 - 5871

N oninterest-bearing, net - - - 144812 144812
Total source of funds 385,326 197,349 582,675 380,304 $962,979

Period gap 142279 (75,150) 67,129 (67,129)

Cumulative gap $142.279 $67,129 $67,129 $ -

Cumulative gap as a

percent of ear ning assets 14.77% 6.97% 6.97%

Liquidity and Capital Resources

Liquidity. Liquidity refers to the ability or flexibility to meage future cash flows to meet the needs of depositors and borrow
and fund operations. Maintaining appropriate levels of liquidity alkm<Companyo have sufficient funds available to meet customel
demand for loans, withdrawal of deposit balancekmaturities of deposits and other liabilities. Liquid assets include cash and due ft
banks,nterestearningdemand deposits with banks, federal funds sold and available for sale investment securities. Including sec
pledged to collateralize publfund deposits, thesessetsepresenB4.®6 and22.1% of the total liquidity base d#flarch 31, 200%nd
December 31, 2®) respectiely. In additionthe Companynaintainedorrowing availability with the Federal Home Loan Baotaling
$221.8million ard $226.5million atMarch 31, 200&nd December 31, 280respectively.As of March 31, 2009the net availability at
theFederal Home LoaBankwas $1.0million, compared t&63.1million at December 31, 2@dwvith the dereaseesulting froma drop
in blanket lien availability of5.4 million, theincreaseof $10.0 million inletters of credit used solely to pledge to public fund deposit
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partially offset with the decrease in outstanding advamiesalso maintain federal funds lines of credithree ther correspondent banks
with borrowingcapadiy of $78.2million atMarch 31, 200@ndDecember 31, 2@ As of March 31, 2009the Companfiad$6.0million
outstandingon these lines of crediAt December 31, 2@) the Company did not hawn outstandig balance orthese lines of credit.
Management believes there is sufficient liquidity to satisfy current operating needs.

During the first quarter of 2009, totasetdncreased to the extent that it resulted in a reduction of regulatory capitalAatms.
result in March 2009 the Company borrowed $6.0 million on its available line of credit and injected the $6.0 million into the Ba
enhance capital. The interest rate on the line of credit is a floating rate and is set at prime less 100 basfk pdiots of four percent
(4.00%) The Company intends to repay the debt in full by December 31, 2009. As a result of this additional debt, the CompanyO:s
expense will likely increase in future periods.

Capital Resources The CompanyOsapital position is reflected in stockholdersO equity, subject to certain adjustments
regulatory purposes. Further, our capital base allows us to take advantage of business opportunities while maintaining the level of
we deem appropriate to addsdsusiness risks inherent in daily operations.

StockholdersO equity ende®@4.7million atMarch 31, 2009, a decrease of $thiflion when compared to December 31,200
Thechange in equity resulted from 2009 net income of #fillion, which was offseby the change imccumulated dter comprehensive
income of $2.Imillion and dividends paidn common stockotaling $0.9million.

Regulatory CapitalRisk-based capital regulations adopted by the FDIC require banks to achieve and maintain spesifiéd ra
capital to riskweighted assets. Similar capital regulations apply to bank holding companies. Ttesaskcapital rules are designed to
measure OTier 10 capital (consisting of common equity, retained earnings and a limited amount of pergéyiad preferred stock and
trust preferred securities, net of goodwill and other intangible assets and accumulated other comprehensive income) and total «
relation to the credit risk of both on and off balance sheet items. Under the guidaimes$its risk weights is applied to the different on
balance sheet items. Gffalance sheet items, such as loan commitments, are also subject to risk weighting. All bank holding compan
banks must maintain a minimum total capital to total rislgiveid assets ratio of 8.00%, at least half of which must be in the form of cc
or Tier 1 capital. These guidelines also specify that bank holding companies that are experiencing internal growth or making acq
will be expected to maintain capitabgitions substantially above the minimum supervidevgls.

At March 31, 2009we satisfied the minimum regulatory capital requirements and were Owell capitalthdthe meaning of
federal regulatory requirements.

Item 4T. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Asdefined by the Securities and Exchange Commission in Exchange Act Rutb4(tBand 15d.4(c), a companyOs Odisclosure
controls and proceduresO means controls and other procedures of an isstedésig@med to ensure that information required to b
disclosed by the issuer in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and
within time periods specified in the CommissionOs rules and foh@&£ompany maintains such controls designed to ensure this mate
information is communicated to Managemeéntjuding the Chief Executivefficer (OCEOQ) and Chief Financial Officer (OCFOOQ),
appropriate, to allow timely decision regarding requtestiosure.

Management, with the participation of the CEO and CFO, have evaluated the effectiveness of our disclosure contre
procedures as of the end of the period covered bytfzigerly report on Form 1Q. Based on that evaluation, the CEO &@kD have
concluded that the disclosure controls and procedures as of the end of the period covergddnyaHiseport are effective. There were
no changes in the CompanyOs internal control over financial reporting during the last fiscal gnanperiod covered by thigiarterly
report that have materially affected, or are reasonably likely to materially affect, the CompanyOs internal control over financial re
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

The Companyis sulject to various other legal proceedings in the normal course of business and otherwise. It is manage
belief that the ultimate resolution of such other claims will not have a material adverse effec@omgianys financial position or results
of operations.

Item 1A. Risk Factors
There have been ridhermaterial changes in the risk factors disclosed by the Company in its Annual Report filed on #orm !
with the Securities and Exchange Commission.

Item 2. Unregistered Sales of Equity Securitieand Use of Proceeds
Item 2 is norapplicable and is therefore not included.

Item 3. Defaults Upon Senior Securities
Item 3 is norapplicable and is therefore not included.

Item 4. Submission of Matters to a Vote of Security Holders
Item 4is nonapplicdle and is therefore not included.

Item 5. Other Information
Item 5 is norapplicable and is therefore not included.

Item 6. Exhibits
1. Consolidated financial statements
The information required by this item is included as Part | herein.

2. Consdidated financial statementshedules
The information required by this item is not applicable and therefore is not included.

3. Exhibits
Exhibit
Number Exhibit
31.1 Certificationof Chief Executive Officer pursuant to Section 302hef Barbane®xley Act of 2002.
31.2 Certificationof Chief Financial Officepursuant to Section 302 of the Sarba@adey Act of 2002.
32.1 Certificationof Chief Executive Officer pursuant to Section 906 of the Sarb@mésy Act of 2002.
32.2 Certificationof Chief Financial Officer prsuant to Section 906 of the Sarbafedey Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 198nttmanyhas duly caused this reportie signed on its
behalf by the undersigned thereunto duly authorized.

FIRST GUARANTY BAN CSHARES, INC.

Date: May 14, 2009 By:
Michael R. Sharp
President and
Chief Executive Officer

Date: May 14, 2009 By:

Michele E. LoBianco
Chief Financial Officer
Secretary and Treasurer
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EXHIBIT 31.1

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

I, Michael R. Sharp, certify that:

1.

2.

5.

| have reviewed thiQuarterlyReport on Form @ of First Guaranty Bancshares, Inc.;

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

Based on my knowledge, the financial statements, and othecfal information included in this report, fairly presentin all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrantOs other certifyingicdfs and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules1Ba) and 15d5(e))and internal control over financial reporting (as
defined in Exchange Act Rules 13&(f) and 15€15(f)) for the registrant and have:

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

b) designed such internal control over financial reporting, or caused such internal control over finandiey tepert
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c) evaluaed the effectiveness of the registrantOs 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 suchadwation; and

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

The registrantOs other certifying officers and | have disclosed, based on our most recent evaluation of internarcontrol ov
financial reporting, to the registrantOs auditors and the audit committee of the registrantOs board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operationlineatrol over financial
reporting which are reasonably likely to adversely affect the registrantOs ability to record, process, summarize and
report financial information; and

b) any fraud, whether or not material, that involves Management or other emplolie have a significant role inthe
registrantOs internal control over financial reporting.

May 14, 200
Date Michael R. Sharp

President and
Chief Executive Officer
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EXHIBIT 31.2

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

I, Michele E.LoBianco, certify that:

1.

2.

| have reviewed thiQuarterlyReport on Form -@ of First Guaranty Bancshares, Inc.;

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

Based on my knowledge, the financial statements, and other financial inforamatuded in this report, fairly presentin all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrantOs other certifying officers andelrasponsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules1Ba) and 15d5(e))and internal control over financial reporting (as
defined in Exchange Act Rules 13&(f) and 15€15(f)) for the egistrant and have:

a)

b)

c)

d)

designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designe:
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsdiaries, is made known to us by others within those entities, particularly during the period in which this report

is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial reporting to be

desgned under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and

the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

evaluated the efféiweness of the registrantOs 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 registrantOs internal control over financial reporting that occurred during
the registrantOs most recent fiscal quarter (the registrantOs fourth fiscal quarter in the case of an annual report) tha
has materiallyaffected, or is reasonably likely to materially affect, the registrantOs internal control over financial
reporting;

5. The registrantOs other certifying officers and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrantOs auditors and the audit committee of the registrantOs board of directors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internalosentfinlancial
reporting which are reasonably likely to adversely affect the registrantOs ability to record, process, summarize and
report financial information; and
b) any fraud, whether or not material, that involves Management or other employees wheipaifeant role in the
registrantOs internal control over financial reporting.
May 14, 200
Date Michele E. LoBianco

Chief Financial Officer
Secretary and Treasurer
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EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO
SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connetion with the Quarterly Report of First Guaranty Bancshares, Inc. (the OCompanyO) on-Qasat@nd for the quarter
endedMarch 31, 200%s filed with the Securities and Exchange Commission on the date hereof (the OReportO), |, Michael R.
Presdent and Chief Executive Officer of the Company, certify that to the best of my knowledge:

(2) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 193¢
(2) The information contained in the Report faigyesents, in all material respects, the financial condition and results
operations of the Company.

Michael R. Sharp
President and Chief Executive Officer
May 14, 2009
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EXHIBIT 32.2

CERTIFICATION OF CH IEF FINANCIAL OFFICER PURSUANT TO
SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of First Guaranty Bancshares, Inc. (the OCompanyO) of(Fasrofldhd for the quarter
endedMarch31, 200 as filed with the 8curities and Exchange Commission on the date hereof (the OReportO), I, Michele E. LoBi

Chief Financial Officer of the Company, certify that to the best of my knowledge:

(2) The Report fully complies with the requirements of section 13(a) or 15(d) Sktheities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and rest

operations of the Company.

Michele E. LoBianco
Chief Fnancial Officer
Secretary and Treasurer
May 14, 2009
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