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PART 1 � ITEM 1 � FINANCIAL STATEMENTS
ENTERPRISE FINANCIAL SERVICES CORP AND SUBSIDIARIES

Consolidated Balance Sheets

(Unaudited) (Audited)
At June 30, At December 31,

(In thousands, except share and per share data) 2008 2007
Assets

Cash and due from banks $ 67,661 $ 76,265
Federal funds sold 15,630 75,665
Interest-bearing deposits 349 1,719

Total cash and cash equivalents 83,640 153,649
Investments in debt and equity securities

available for sale, at estimated fair value 120,072 83,333
Loans held for sale 1,666 3,420
Portfolio loans 1,849,415 1,641,432

Less: Allowance for loan losses 24,011 21,593
Portfolio loans, net 1,825,404 1,619,839

Other real estate 9,294 2,963
Fixed assets, net 25,238 22,223
Accrued interest receivable 7,766 8,334
State tax credits held for sale

at estimated fair value as of June 30, 2008 37,882 23,149
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Goodwill 57,910 57,177
Intangibles, net 5,030 6,053
Prepaid expenses and other assets 23,816 18,978

Total assets $       2,197,718 $      1,999,118

Liabilities and Shareholders' Equity
Deposits:

Demand $ 240,148 $ 278,313
Interest-bearing transaction accounts 134,659 131,141
Money market accounts 668,875 672,577
Savings 11,760 10,343
Certificates of deposit:

$100 and over 462,224 347,318
Other 152,080 145,320

Total deposits 1,669,746 1,585,012
Subordinated debentures 56,807 56,807
Federal Home Loan Bank advances 203,043 152,901
Other borrowings 52,886 10,680
Notes payable 20,000 6,000
Accrued interest payable 2,705 3,710
Accounts payable and accrued expenses 9,630 10,859

Total liabilities 2,014,817 1,825,969

Shareholders' equity:
Common stock, $.01 par value;

30,000,000 shares authorized; 12,730,421 and
12,482,357 shares issued, respectively 127 125

Treasury stock, at cost; 76,000 shares (1,743) (1,743)
Additional paid in capital 108,565 104,127
Retained earnings 75,898 70,523
Accumulated other comprehensive income 54 117

Total shareholders' equity 182,901 173,149

Total liabilities and shareholders' equity $ 2,197,718 $ 1,999,118

See accompanying notes to consolidated unaudited financial statements

1

ENTERPRISE FINANCIAL SERVICES CORP AND SUBSIDIARIES
Consolidated Statements of Income (Unaudited)

Three months ended June 30, Six months ended June 30,
(In thousands, except per share data) 2008 2007 2008 2007
Interest income:

Interest and fees on loans $      27,857 $      29,544 $      56,733 $      56,128
Interest on debt and equity securities:

Taxable 1,213 1,163 2,288 2,259
Nontaxable 7 9 16 17

Interest on federal funds sold 18 83 179 137
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Interest on interest-bearing deposits 24 14 42 33
Dividends on equity securities 164 133 273 222

Total interest income 29,283 30,946 59,531 58,796
Interest expense:

Interest-bearing transaction accounts 366 811 942 1,560
Money market accounts 3,286 5,701 8,123 11,472
Savings 14 38 36 60
Certificates of deposit:

$100 and over 4,263 4,797 8,380 8,821
Other 1,601 2,179 3,335 3,814

Subordinated debentures 799 1,018 1,747 1,783
Federal Home Loan Bank advances 1,817 1,161 3,529 1,982
Notes payable and other borrowings 335 116 497 258

Total interest expense 12,481 15,821 26,589 29,750
Net interest income 16,802 15,125 32,942 29,046

Provision for loan losses 3,200 715 5,525 1,565
Net interest income after provision for loan losses 13,602 14,410 27,417 27,481

Noninterest income:
Wealth Management revenue 2,682 3,458 5,266 6,421
Service charges on deposit accounts 1,202 804 2,139 1,463
Other service charges and fee income 236 244 571 449
(Loss) gain on sale of branches (19) - 560 -
Gain (loss) on sale of other real estate 351 (8) 342 (12)
(Loss) gain on state tax credits (29) - 984 -
Gain on sale of securities 73 - 73 -
Miscellaneous (loss) income (52) 408 45 482

Total noninterest income 4,444 4,906 9,980 8,803
Noninterest expense:

Employee compensation and benefits 7,575 7,141 15,914 14,449
Occupancy 977 1,025 2,060 1,903
Furniture and equipment 355 370 719 686
Data processing 560 491 1,085 915
Meals and entertainment 385 425 706 888
Amortization of intangibles 369 421 754 785
Other 2,502 2,497 5,318 4,605

Total noninterest expense 12,723 12,370 26,556 24,231

Minority interest in net income of consolidated subsidiary - 157 - -

Income before income tax expense 5,323 7,103 10,841 12,053
Income tax expense 1,823 2,588 3,778 4,380

Net income $ 3,500 $ 4,515 $ 7,063 $ 7,673

Per share amounts:
Basic earnings per share $ 0.28 $ 0.37 $ 0.57 $ 0.63

Basic weighted average common shares outstanding 12,545 12,346 12,492 12,092

Diluted earnings per share $ 0.27 $ 0.36 $ 0.56 $ 0.62
Diluted weighted average common shares outstanding 12,760 12,692 12,717 12,451
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See accompanying notes to consolidated unaudited financial statements

2

ENTERPRISE FINANCIAL SERVICES CORP AND SUBSIDIARIES
Consolidated Statements of Shareholders� Equity (Unaudited)

Accumulated
other Total

Common stock Treasury stock
Additional

paid Retained comprehensive shareholders'

(in thousands, except shares) Shares Amount Shares Amount in capital earnings
income
(loss) equity

Balance December 31, 2007 12,482,357 $      125 76,000 $      (1,743) $ 104,127 $      70,523 $      117 $ 173,149
Cumulative effect of adoption of SFAS No. 159 (see Note 9) - - - - - (365) - (365)
Balance January 1, 2008 12,482,357 125 76,000 (1,743) 104,127 70,158 117 172,784
Comprehensive income:

Net income - - - - - 7,063 - 7,063
Change in fair value of available for sale securities, net of tax - - - - - - (16) (16)
Reclassification adjustment for gains realized in

net income, net of tax (47) (47)
Total comprehensive income 7,000
Cash dividends declared ($0.105 per share) - - - - - (1,323) - (1,323)
Issuance under equity compensation plans, net 248,064 2 - - 2,972 - - 2,974
Share-based compensation - - - - 805 - - 805
Net tax benefit related to equity compensation plans 661 - 661
Balance June 30, 2008 12,730,421 $ 127 76,000 $ (1,743) $ 108,565 $ 75,898 $ 54 $      182,901

See accompanying notes to consolidated unaudited financial statements.

Consolidated Statements of Comprehensive Income (Unaudited)

Three months ended June 30, Six months ended June 30,
(in thousands) 2008 2007 2008 2007
Net income $        3,500 $        4,515 $        7,063 $        7,673
Other comprehensive income:

Unrealized (loss) gain on investment securities
arising during the period, net of tax (934) (95) (16) 109

Less reclassification adjustment for realized gain
on sale of securities included in net income, net of tax (47) - (47) -

Total comprehensive income (loss) (981) (95) (63) 109
$ 2,519 $ 4,420 $ 7,000 $ 7,782

See accompanying notes to consolidated unaudited financial statements.

3

ENTERPRISE FINANCIAL SERVICES CORP AND SUBSIDIARIES
Consolidated Statements of Cash Flows (Unaudited)
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Six months ended June 30,
(in thousands) 2008 2007
Cash flows from operating activities:

Net income $ 7,063 $ 7,673
Adjustments to reconcile net income to net cash
from operating activities:

Depreciation 1,298 1,158
Provision for loan losses 5,525 1,565
Net amortization (accretion) of debt and equity securities 200 (60)
Amortization of intangible assets 754 785
Mortgage loans originated (31,819) (50,007)
Proceeds from mortgage loans sold 33,641 48,964
(Gain) loss on sale of other real estate (342) 12
Gain on state tax credits (984) -
Excess tax benefits of share-based compensation (661) (282)
Share-based compensation 805 666
Gain on sale of branch (560) -
Changes in:

Accrued interest receivable 567 (55)
Accrued interest payable and other liabilities (3,187) (3,915)
Other, net 6 526
Net cash provided by operating activities 12,306 7,030

Cash flows from investing activities:
Cash paid in sale of branch (6,164) -
Cash paid for acquisitions, net of cash and cash equivalents received - (7,885)
Net increase in loans (221,464) (21,094)
Proceeds from the sale/maturity/redemption/recoveries of:

Debt and equity securities, available for sale 36,602 31,841
State tax credits held for sale 944 -
Other real estate 4,460 1,712
Loans previously charged off 184 161

Payments for the purchase/origination of:
Available for sale debt and equity securities (73,642) (13,311)
Limited partnership interests (4,312) -
State tax credits held for sale (15,271) -
Fixed assets (4,405) (2,651)

Net cash used in investing activities (283,068) (11,227)

Cash flows from financing activities:
Net decrease in noninterest-bearing deposit accounts (37,657) (34,229)
Net increase (decrease) in interest-bearing deposit accounts 129,749 (3,900)
Proceeds from issuance of subordinated debentures - 14,433
Proceeds from Federal Home Loan Bank advances 730,872 763,075
Repayments of Federal Home Loan Bank advances      (680,729)      (731,438)
Net increase (decrease) in other borrowings 42,206 (4,164)
Proceeds from notes payable 15,000 750
Repayments on notes payable (1,000) (2,751)
Cash dividends paid on common stock (1,323) (1,333)
Excess tax benefits of share-based compensation 661 282
Issuance of common stock under Director stock plan 97 130
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Proceeds from the exercise of common stock options 2,877 1,210
Net cash provided by financing activities 200,753 2,065
Net decrease in cash and cash equivalents (70,009) (2,132)

Cash and cash equivalents, beginning of year 153,649 50,293
Cash and cash equivalents, end of period $ 83,640 $ 48,161

Supplemental disclosures of cash flow information:
Cash paid during the period for:

Interest $ 27,594 $ 29,032
Income taxes 4,835 5,140

Noncash transactions:
Common stock issued for acquisitions $ - 21,200
Transfer to other real estate owned in settlement of loans 10,144 200

See accompanying notes to consolidated unaudited financial statements.

4

ENTERPRISE FINANCIAL SERVICES CORP AND SUBSIDIARIES
Notes to Consolidated Unaudited Financial Statements

NOTE 1�SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The more significant accounting policies used by the Company in the preparation of the consolidated financial
statements are summarized below:

Basis of Financial Statement Presentation
Enterprise Financial Services Corp (the �Company� or �EFSC�) is a financial holding company that provides a full
range of banking and wealth management services to individuals and corporate customers located in the St.
Louis and Kansas City metropolitan markets through its banking subsidiaries, Enterprise Bank & Trust
(�Enterprise�) and Great American Bank (�Great American�.) Enterprise also operates a loan production office in
Phoenix, Arizona. The Company plans to open a de novo bank in Phoenix in the fourth quarter of 2008 subject to
regulatory approval. In addition, the Company owns 100% of Millennium Brokerage Group, LLC (�Millennium�)
through its wholly-owned subsidiary, Millennium Holding Company, Inc. Millennium is headquartered in
Nashville, Tennessee and operates life insurance advisory and brokerage operations from fourteen offices serving
life agents, banks, CPA firms, property and casualty groups, and financial advisors in 49 states.

The consolidated financial statements of the Company and its subsidiaries have been prepared in accordance
with U.S. Generally Accepted Accounting Principles (�U.S. GAAP�) for interim financial information and with the
instructions to Form 10-Q and Rule 10-01 of Regulation S-X. They do not include all information and footnotes
required by U.S. GAAP for complete financial statements. In the opinion of management, all adjustments
(consisting of normal recurring accruals) considered necessary for a fair presentation have been included.

The consolidated financial statements include the accounts of the Company, Enterprise, Great American, and
Millennium. Acquired businesses are included in the consolidated financial statements from the date of
acquisition. All material intercompany accounts and transactions have been eliminated. The minority ownership
interest of our earnings or loss, net of tax, is classified as �Minority interest in net income of consolidated
subsidiary� in our Consolidated Statements of Income.

Operating results for the three and six month periods ended June 30, 2008 are not necessarily indicative of the
results that may be expected for any other interim period or for the year ending December 31, 2008. For further
information, refer to the consolidated financial statements and footnotes thereto included in the Company�s
Annual Report on Form 10-K for the year ended December 31, 2007. Certain reclassifications have been made to
prior year balances to conform to the current year presentation. Such reclassifications had no effect on
previously reported consolidated net income or shareholders� equity.
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New Accounting Standards
On January 1, 2008, the Company adopted Statement of Financial Accounting Standards (�SFAS�) No. 157,Fair
Value Measurements (�SFAS 157�), and SFAS No. 159,The Fair Value Option for Financial Assets and Financial
Liabilities (�SFAS 159�.)SFAS 157 defines fair value, establishes a framework for measuring fair value and
expands disclosures about fair value measurements. SFAS 159 permits the Company to choose to measure
eligible items at fair value at specified election dates. Unrealized gains and losses on items for which the fair
value measurement option (�FVO�) has been elected are reported in earnings at each subsequent reporting date.
The fair value option (i) may be applied instrument by instrument, with certain exceptions, thus the Company may
record identical financial assets and liabilities at fair value or by another measurement basis permitted under
generally accepted accounting principles, (ii) is irrevocable (unless a new election date occurs) and (iii) is applied
only to entire instruments and not to portions of instruments. The effect of the re-measurement was reported as a
cumulative-effect adjustment, which reduced opening retained earnings on January 1, 2008, by $365,000. Upon
adoption, the Company elected to account for $23 million of state tax credit assets at fair value. See Note 9 � Fair
Value Measurements for more information.

In March 2008, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 161,Disclosures about
Derivative Instruments and Hedging Activities � an Amendment of FASB Statement No. 133(�SFAS 161�.) SFAS 161
expands disclosure requirements regarding an entity�s derivative instruments and hedging activities. Expanded
qualitative disclosures that will be required under SFAS 161 include: (1) how and why an entity uses derivative
instruments; (2) how derivative instruments and related hedged items are accounted for under SFAS 133,
Accounting for Derivative Instruments and Hedging Activities, and related interpretations; and (3) how derivative
instruments and related hedged items affect an entity�s financial position, financial performance, and cash flows.
SFAS 161 also requires several added quantitative disclosures in financial statements. SFAS 161 will be effective
for the Company on January 1, 2009. Management is currently evaluating the effect that the provisions of SFAS
161 will have on the Company�s financial statements.

5

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations � a replacement of FASB No. 141
(�SFAS 141R�.) SFAS 141R replaces SFAS 141,Business Combination (�SFAS 141�)and applies to all transaction
and other events in which one entity obtains control over one or more other businesses. SFAS 141R requires an
acquirer, upon initially obtaining control of another entity, to recognize the assets, liabilities and any
non-controlling interest in the acquiree at fair value as of the acquisition date. Contingent consideration is
required to be recognized and measured at fair value on the date of acquisition rather than at a later date when
the amount of that consideration may be determinable beyond a reasonable doubt. This fair value approach
replaces the cost-allocation process required under SFAS 141 whereby the cost of an acquisition was allocated to
the individual assets acquired and liabilities assumed based on their estimated fair value. SFAS 141R requires
acquirers to expense acquisition-related costs as incurred rather than allocating such costs to the assets acquired
and liabilities assumed, as was previously the case under SFAS 141. Under SFAS 141R, the requirements of SFAS
146, Accounting for Costs Associated with Exit or Disposal Activities, would have to be met in order to accrue for
a restructuring plan in purchase accounting. Pre-acquisition contingencies are to be recognized at fair value,
unless it is a non-contractual contingency that is not likely to materialize, in which case, nothing should be
recognized in purchase accounting and, instead, that contingency would be subject to the probable and estimable
recognition criteria of SFAS 5, Accounting for Contingencies. SFAS 141R is expected to have an impact on the
Company�s accounting for business combinations closing on or after January 1, 2009.

NOTE 2�DISPOSITIONS

Sale of Liberty Branch
As previously announced, on February 28, 2008, the Company sold its Enterprise banking branch located in
Liberty, Missouri to Farmers Bank & Trust, NA of Great Bend, Kansas, an unaffiliated bank. Deposit liabilities of
$7,358,000 were sold along with approximately $158,000 of fixed assets. Goodwill and core deposit intangibles
related to Liberty of $97,000 and $269,000, respectively, were written off on the sale date. The pre-tax gain on
the sale (after write-offs) was $560,000 (including some post closing expenses incurred in the second quarter of
2008.)

Great American transactions
Purchase and Assumption of Claycomo Branch
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On June 26, 2008, Enterprise purchased the assets, assumed the deposit liabilities of the Great American
Claycomo branch along with certain other assets and liabilities of Great American. Approximately $168,000,000
of assets, $126,000,000 of liabilities and $42,000,000 of additional paid in capital from Claycomo were merged
into Enterprise.

Sale of Great American Bank Charter
On July 31, 2008, the Company sold the Great American bank charter and its remaining DeSoto branch to First
Financial Bancshares, Inc. (�First Financial�), an unaffiliated bank holding company, for $6,500,000. The
shareholders� equity of the Great American charter on the date of the sale was $2,500,000, comprised of
approximately $33,000,000 in assets and $30,500,000 in liabilities. These amounts are immaterial to the
consolidated balance sheet and therefore, were not classified as held for sale on the June 30, 2008 consolidated
balance sheet. Goodwill and core deposit intangibles related to Great American of $680,000 and $342,000,
respectively, were written off on the sale date. The pre-tax gain on the sale (after write-offs) of approximately
$2,900,000 will be recorded in the third quarter of 2008.

6

NOTE 3�EARNINGS PER SHARE

Basic earnings per share data is calculated by dividing net income by the weighted average number of common
shares outstanding during the period. Diluted earnings per share reflects the potential dilution of earnings per
share which could occur under the treasury stock method if contracts to issue common stock, such as stock
options, were exercised. The following table presents a summary of per share data and amounts for the periods
indicated.

Three months ended June 30, Six months ended June 30,
(in thousands, except per share data) 2008 2007 2008 2007
Net income, as reported $ 3,500 $ 4,515 $ 7,063 $ 7,673

Weighted average common shares outstanding 12,545 12,346 12,492 12,092
Additional dilutive common stock equivalents 215 346 225 359
Diluted shares outstanding        12,760        12,692        12,717        12,451

Basic earnings per share $ 0.28 $ 0.37 $ 0.57 $ 0.63
Diluted earnings per share $ 0.27 $ 0.36 $ 0.56 $ 0.62

For the three months ended June 30, 2008 and 2007, approximately 304,000 and 10,000 common stock
equivalents, respectively, were excluded from the earnings per share calculation because their effect was
anti-dilutive. For the six months ended June 30, 2008 and 2007, approximately 323,000 and 7,000 common stock
equivalents, respectively, were excluded from the earnings per share calculation because their effect was
anti-dilutive.

NOTE 4�GOODWILL AND INTANGIBLE ASSETS

The tables below present an analysis of the goodwill and intangible activity for the periods presented.

(in thousands) Goodwill
Balance at December 31, 2007 $ 57,177
       Acquisition-related adjustments (1) 830

Goodwill write-off related to sale of Liberty branch (97)
Balance at June 30, 2008 $        57,910

(1) Includes additional purchase accounting adjustments on the Millennium and Great American acquisitions
necessary to reflect additional valuation data since the respective acquisition dates.

Customer
and
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Trade Name Core Deposit

(in thousands) Intangibles Intangible
Net

Intangible
Balance at December 31, 2007 $ 2,724 $ 3,329 $ 6,053
       Intangible write-off related to sale of Liberty branch - (269) (269)
       Amortization expense (422) (332) (754)
Balance at June 30, 2008 $        2,302 $        2,728 $        5,030

7

The following table reflects the expected amortization schedule for the customer, trade name and core deposit
intangibles (in thousands) at June 30, 2008.

Year Amount
Remaining 2008 $ 719

2009 1,394
2010 1,324
2011 421
2012 351

After 2013 821
$        5,030

NOTE 5�DISCLOSURES ABOUT FINANCIAL INSTRUMENTS

The Company�s extent of involvement and maximum potential exposure to credit loss in the event of
nonperformance by the other party to the financial instrument for commitments to extend credit and standby
letters of credit is represented by the contractual amount of these instruments. The Company uses the same
credit policies in making commitments and conditional obligations as it does for financial instruments included on
its consolidated balance sheets. At June 30, 2008, no amounts have been accrued for any estimated losses for
these financial instruments.

Each bank issues financial instruments with off balance sheet risk in the normal course of the business of meeting
the financing needs of its customers. These financial instruments include commitments to extend credit and
standby letters of credit. These instruments may involve, to varying degrees, elements of credit and interest-rate
risk in excess of the amounts recognized in the consolidated balance sheets.

The contractual amount of off-balance-sheet financial instruments as of June 30, 2008 and December 31, 2007
are as follows:

June 30, December 31,
(in thousands) 2008 2007
Commitments to extend credit $        522,990 $        535,227
Standby letters of credit 36,300 36,464

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any
condition established in the contract. Commitments usually have fixed expiration dates or other termination
clauses and may require payment of a fee. Of the total commitments to extend credit at June 30, 2008 and
December 31, 2007, approximately $88,600,000 and $61,200,000, respectively, represents fixed rate loan
commitments. Since certain of the commitments may expire without being drawn upon, the total commitment
amounts do not necessarily represent future cash requirements. Each bank evaluates each customer�s credit
worthiness on a case-by-case basis. The amount of collateral obtained, if deemed necessary by each bank upon
extension of credit, is based on management�s credit evaluation of the borrower. Collateral held varies, but may
include accounts receivable, inventory, premises and equipment, and real estate.
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Standby letters of credit are conditional commitments issued by the bank subsidiaries to guarantee the
performance of a customer to a third party. These standby letters of credit are issued to support contractual
obligations of each bank�s customers. The credit risk involved in issuing letters of credit is essentially the same as
the risk involved in extending loans to customers. The approximate remaining term of standby letters of credit
range from 6 months to 5 years at June 30, 2008.

8

NOTE 6�SEGMENT REPORTING

The segments are evaluated separately on their individual performance, as well as, their contribution to the
Company as a whole. The Banking segment consists of two full-service commercial banks, Enterprise and Great
American. The Wealth Management segment includes the Trust division of Enterprise, the state tax credit
initiative, and Millennium. The Trust division provides estate planning, investment management, and retirement
planning as well as consulting on management compensation, strategic planning and management succession
issues. State tax credits are part of a new fee initiative designed to augment the Company�s wealth management
and banking lines of business. In the fourth quarter of 2007, the Company executed an agreement whereby it will
purchase the rights to receive ten-year streams of state tax credits at agreed upon discount rates and then re-sell
them to its clients for a profit. Millennium operates life insurance advisory and brokerage operations from
fourteen offices serving life agents, banks, CPA firms, property & casualty groups, and financial advisors in 49
states. The Corporate segment includes parent-only matters and incurs general corporate expenses.

The financial information for each business segment reflects that information which is specifically identifiable or
which is allocated based on an internal allocation method. There were no material intersegment revenues among
the three segments. Management periodically makes changes to methods of assigning costs and income to its
business segments to better reflect operating results. If appropriate, these changes are reflected in prior year
information presented below.

9

Following are the financial results for the Company�s operating segments.

Wealth Corporate and
(in thousands) Banking Management Intercompany Total
Balance Sheet Information At June 30, 2008
Portfolio loans $ 1,849,415 $ - $ - $ 1,849,415
Goodwill 46,093 11,817 - 57,910
Intangibles, net 2,729 2,301 - 5,030
Deposits 1,671,805 - (2,059) 1,669,746
Borrowings 255,929 -        76,807 332,736
Total Assets 2,134,636 53,850 9,232 2,197,718

At December 31, 2007
Portfolio loans $ 1,641,432 $ - $ - $        1,641,432
Goodwill 45,379 11,798 - 57,177
Intangibles, net 3,330 2,723 - 6,053
Deposits 1,588,963 - (3,951) 1,585,012
Borrowings 163,581 - 62,807 226,388
Total Assets        1,952,495        42,542 4,081 1,999,118

Income Statement Information Three months ended June 30, 2008
Net interest income $ 17,936 $ (260) $ (874) $ 16,802
Provision for loan losses 3,200 - - 3,200
Noninterest income 1,758 2,658 28 4,444
Noninterest expense 9,000 2,828 895 12,723
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Income (loss) before income tax expense 7,494 (430) (1,741) 5,323
Income tax expense (benefit) 2,744 (156) ( 765) 1,823
Net income (loss) $ 4,750 $ (274) $ (976) $ 3,500

Three months ended June 30, 2007
Net interest income $ 16,127 $ 36 $ (1,038) $ 15,125
Provision for loan losses 715 - - 715
Noninterest income 1,169 3,458 279 4,906
Noninterest expense 8,754 2,770 846 12,370
Minority interest - 157 - 157
Income (loss) before income tax expense 7,827 881 (1,605) 7,103
Income tax expense (benefit) 2,863 317 ( 592) 2,588
Net income (loss) $ 4,964 $ 564 $ (1,013) $ 4,515

Six months ended June 30, 2008
Net interest income $ 35,239 $ (471) $ (1,826) $ 32,942
Provision for loan losses 5,525 - - 5,525
Noninterest income 3,529 6,254 197 9,980
Noninterest expense 18,865 5,902 1,789 26,556
Income (loss) before income tax expense 14,378 (119) (3,418) 10,841
Income tax expense (benefit) 5,300 (43) (1,479) 3,778
Net income (loss) $ 9,078 $ (76) $ (1,939) $ 7,063

Six months ended June 30, 2007
Wealth Corporate and

Banking Management Intercompany Total
Net interest income $ 30,824 $ 62 $ (1,840) $ 29,046
Provision for loan losses 1,565 - - 1,565
Noninterest income 2,073 6,421 309 8,803
Noninterest expense 17,060 5,490 1,681 24,231
Income (loss) before income tax expense 14,272 993 (3,212) 12,053
Income tax expense (benefit) 5,194 357 (1,171) 4,380
Net income (loss) $ 9,078 $ 636 $ (2,041) $ 7,673
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NOTE 7�DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

Enterprise utilizes derivative financial instruments to manage its interest rate risks from certain recorded
financial assets and liabilities. These derivatives are utilized when they can be demonstrated to effectively hedge
a designated asset or liability and such asset or liability exposes Enterprise to interest rate risk. The accounting
policies associated with derivative financial instruments are discussed further in Note 7 to the consolidated
financial statements in the Company�s Annual Report on Form 10-K for the year ended December 31, 2007.

Enterprise accounts for its derivatives under SFAS No. 149, An Amendment of Statement 133 on Derivative
Instruments and Hedging Activities and SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities. These Standards require recognition of all derivatives as either assets or liabilities in the balance sheet
and require measurement of those instruments at fair value through adjustments to other comprehensive income,
current earnings, or both, as appropriate.

Fair Value Hedges
Previously, Enterprise entered into interest rate swap agreements to convert the fixed interest rate on certain
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CDs to a variable interest rate. At June 30, 2008, Enterprise had no outstanding fair value hedges. One swap with
a notional amount of $10,000,000, under which Enterprise received a fixed rate of 2.90%, matured in February
2007. The net cash flows related to fair value hedges increased interest expense on certificates of deposit by
$41,000 in the first quarter of 2007.

Non-Designated Hedges
Enterprise has entered into interest rate swap agreements with the objective of converting long-term fixed rates
on certain loans to a variable interest rate. At June 30, 2008, Enterprise had outstanding four non-designated
hedges with a notional amount of $18,347,000. The non-designated hedges and related loans are accounted for at
fair value. All changes in fair value are measured on a quarterly basis. The net change in fair value of the hedge
and related loans decreased interest income by $31,000 and $41,000 in the three and six months ended June 30,
2008, respectively. The net change in fair value of the hedge and related loans decreased interest income by
$1,000 and $4,000 in the three and six months ended June 30, 2007, respectively.

The swap agreements provide for Enterprise to pay a fixed rate of interest equal to that of the loan and to receive
a variable rate of interest based on a spread to one-month LIBOR. Under the swap agreements Enterprise is to
pay or receive interest monthly. The net cash flows related to these hedges decreased interest income on loans by
$53,000 and $49,000 in the three and six months ended June 30, 2008, respectively. There were no net cash
flows related to these hedges for the three and six months ended June 30, 2007.

The following table summarizes Enterprise�s derivative financial instruments at June 30, 2008 and December 31,
2007.

June 30, December 31,
(in thousands) 2008 2007
Non-Designated Hedges
Notional amount $        18,347 $        5,397
Weighted average pay rate 6.27% 8.31%
Weighted average receive rate 4.81% 7.60%
Weighted average maturity in months 59 69

The notional amounts of derivative financial instruments do not represent amounts exchanged by the parties, and
therefore, are not a measure of Enterprise�s credit exposure through its use of these instruments. The credit
exposure represents the accounting loss Enterprise would incur in the event the counterparties failed completely
to perform according to the terms of the derivative financial instruments and the collateral held to support the
credit exposure was of no value. At June 30, 2008 and 2007, Enterprise had not pledged securities or received
collateral in connection with the interest rate swap agreement.
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NOTE 8�SHARE-BASED COMPENSATION PLANS

The Company maintains a number of share-based incentive programs, which are discussed in more detail in Note
17 of the Company�s Annual Report on Form 10-K for the year ended December 31, 2007. The share-based
compensation expense that was charged against income was $448,000 and $901,000 for the three and six months
ended June 30, 2008, respectively. For the three and six months ended June 30, 2007, the share-based
compensation expense charged against income was $430,000 and $744,000, respectively.

The fair value of the stock options granted in the six months ended June 30, 2008 and 2007 was estimated at the
date of grant using the Black-Scholes option pricing model with the following average assumptions:

Six months
ended

June 30, 2008
Risk-free interest rate 4.2%
Expected dividend rate 0.6%
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Expected volatility 38.0%
Expected term 6 years

Employee Stock Options and Stock-settled Stock Appreciation Rights (�SSAR�)
At June 30, 2008, there was $2,161,000 of total unrecognized compensation costs related to stock options and
SSAR�s, which is expected to be recognized over a weighted average period of 4.0 years. Following is a summary
of the employee stock option and SSAR activity for the first six months of 2008.

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic

(Dollars in thousands, except share data) Shares Price Term Value
Outstanding at December 31, 2007 891,816 $        15.42
Granted 146,198 20.69
Exercised (242,279) 11.83
Forfeited (73,815) 25.53
Outstanding at June 30, 2008 721,920 $ 16.66 6.3 years $        1,582
Exercisable at June 30, 2008 463,376 $ 13.24 4.4 years $ 2,600
Vested and expected to vest at June 30, 2008 659,906 $ 15.97 6.3 years $ 1,901

Restricted Stock Units (�RSU�)
At June 30, 2008, there was $3,845,000 of total unrecognized compensation costs related to the RSU�s, which is
expected to be recognized over a weighted average period of 3.5 years. A summary of the Company's restricted
stock unit activity for the first six months of 2008 is presented below.

Weighted
Average

Grant Date
Shares Fair Value

Outstanding at December 31, 2007 168,286 $ 23.74
Granted 94,567 21.40
Vested - -

Forfeited (30,419) 23.35
Outstanding at June 30, 2008 232,434 $        22.84
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Stock Plan for Non-Management Directors
The Company recognized $2,000 and $97,000 of stock-based compensation expense for the directors for the
three and six months ended June 30, 2008, respectively. Shares are issued twice a year and compensation
expense is recorded as the shares are earned, therefore, there is no unrecognized compensation expense related
to this plan. The Company recognized $37,000 and $78,000 of stock-based compensation expense for the
directors for the three and six months ended June 30, 2007, respectively. Pursuant to this plan, the Company
issued 4,434 and 4,358 shares in the first six months of 2008 and 2007, respectively.

Moneta Plan
As of December 31, 2006, the fair value of all Moneta options had been expensed. As a result, there have been no
option-related expenses for Moneta in 2008 or 2007. Following is a summary of the Moneta stock option activity
for the first six months of 2008.
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Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic

(Dollars in thousands, except share data) Shares Price Term Value
Outstanding at December 31, 2007 137,098 $ 12.62
Granted - -
Exercised (1,851) 10.33
Forfeited (4,169) 15.32
Outstanding at June 30, 2008 131,078 $ 12.57 1.4 years $ 824
Exercisable at June 30, 2008 131,078 $ 12.57 1.4 years $ 824
Vested and expected to vest at June 30, 2008  131,078 $  12.57 1.4 years $  824

NOTE 9�FAIR VALUE MEASUREMENTS

Effective January 1, 2008, the Company adopted SFAS No. 157, Fair Value Measurements, for financial assets
and financial liabilities. In accordance with Financial Accounting Standards Board Staff Position (FSP) No. 157-2,
Effective Date of FASB Statement No. 157, the Company will delay application of SFAS 157 for non-financial
assets and non-financial liabilities, until January 1, 2009. SFAS 157 defines fair value, establishes a framework for
measuring fair value in generally accepted accounting principles and expands disclosures about fair value
measurements.

SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants. A fair value measurement assumes that the transaction to sell
the asset or transfer the liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market for the asset or liability. The price in the principal (or most
advantageous) market used to measure the fair value of the asset or liability shall not be adjusted for transaction
costs. An orderly transaction is a transaction that assumes exposure to the market for a period prior to the
measurement date to allow for marketing activities that are usual and customary for transactions involving such
assets and liabilities; it is not a forced transaction. Market participants are buyers and sellers in the principal
market that are (i) independent, (ii) knowledgeable, (iii) able to transact and (iv) willing to transact.
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SFAS 157 requires the use of valuation techniques that are consistent with the market approach, the income
approach and/or the cost approach. The market approach uses prices and other relevant information generated
by market transactions involving identical or comparable assets and liabilities. The income approach uses
valuation techniques to convert future amounts, such as cash flows or earnings, to a single present amount on a
discounted basis. The cost approach is based on the amount that currently would be required to replace the
service capacity of an asset (replacement cost). Valuation techniques should be consistently applied. Inputs to
valuation techniques refer to the assumptions that market participants would use in pricing the asset or liability.
Inputs may be observable, meaning those that reflect the assumptions market participants would use in pricing
the asset or liability developed based on market data obtained from independent sources, or unobservable,
meaning those that reflect the reporting entity's own assumptions about the assumptions market participants
would use in pricing the asset or liability developed based on the best information available in the circumstances.
In that regard, SFAS 157 establishes a fair value hierarchy for valuation inputs that gives the highest priority to
quoted prices in active markets for identical assets or liabilities and the lowest priority to unobservable inputs.
The fair value hierarchy is as follows:

Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that the
reporting entity has the ability to access at the measurement date.

• 

Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly or indirectly. These might include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in markets that are not active,
inputs other than quoted prices that are observable for the asset or liability (such as interest rates,
volatilities, prepayment speeds, credit risks, etc.) or inputs that are derived principally from or

• 
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corroborated by market data by correlation or other means.
Level 3 Inputs - Unobservable inputs for determining the fair values of assets or liabilities that reflect an
entity's own assumptions about the assumptions that market participants would use in pricing the assets
or liabilities.

• 

In general, fair value is based upon quoted market prices, where available. If such quoted market prices are not
available, fair value is based upon internally developed models that primarily use, as inputs, observable
market-based parameters. Valuation adjustments may be made to ensure that financial instruments are recorded
at fair value. These adjustments may include amounts to reflect counterparty credit quality, the Company's
creditworthiness, among other things, as well as unobservable parameters. Any such valuation adjustments are
applied consistently over time. The Company's valuation methodologies may produce a fair value calculation that
may not be indicative of net realizable value or reflective of future fair values. While management believes the
Company's valuation methodologies are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments could result in
a different estimate of fair value at the reporting date. These valuation methodologies were applied to all of the
Company's financial assets and financial liabilities carried at fair value effective January 1, 2008.

Securities available for sale. Securities classified as available for sale are reported at fair value utilizing Level 2
and Level 3 inputs. The Company obtains fair value measurements from an independent pricing service. The fair
value measurements consider observable data that may include dealer quotes, market spreads, cash flows, the
U.S. Treasury yield curve, live trading levels, trade execution data, market consensus prepayment speeds, credit
information and the bond's terms and conditions. Level 3 securities available for sale include a Federal Home
Loan Mortgage Corporation pool. Membership stock in the Federal Home Loan Banks (�FHLB�) and the Federal
Reserve are reported at cost, which approximates fair value.

Portfolio Loans. Certain fixed rate portfolio loans are accounted for as trading instruments and reported at fair
value. Fair value on these loans is determined using a third party valuation model with observable Level 2 market
data inputs.

State tax credits held for sale. These assets are reported at fair value utilizing Level 2 inputs. The fair value
measurement is calculated using an internal valuation model with observable market data including discounted
cash flows based upon the terms and conditions of the tax credits.

Derivatives. Derivatives are reported at fair value utilizing Level 2 inputs. The Company obtains counterparty
quotations to value its fixed-rate loan swaps. In addition, the Company validates the counterparty quotations with
third party valuation sources. Derivatives with negative fair values are included in Accounts payable and other
accrued expenses in the consolidated balance sheets. Derivatives with positive fair value are included in Prepaid
expenses and other assets in the consolidated balance sheets.
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The following table summarizes financial instruments measured at fair value on a recurring basis as of June 30,
2008, segregated by the level of the valuation inputs within the fair value hierarchy utilized to measure fair value:

Level 1 Level 2 Level 3 Total Fair
(in thousands) Inputs Inputs Inputs Value
Assets

Securities available for sale $ - $ 116,158 $ 3,914 $ 120,072
State tax credits held for sale - 37,882 - 37,882
Portfolio loans - 18,318 - 18,318

Total assets $ - $  172,357 $  3,914 $ 176,271

Liabilities
Derivative financial instruments $ - $ 13 $ - $  -

Total liabilities $  - $ 13 $ - $  -

Edgar Filing: ENTERPRISE FINANCIAL SERVICES CORP - Form 10-Q

16



The following table presents the changes in Level 3 financial instruments measured at fair value as of June 30,
2008.

Available for sale
securities, at fair

(in thousands) value
Balance at beginning of quarter $ 6,914

Total gains or losses (realized and unrealized):
Included in earnings -
Included in other comprehensive income (246)

Purchases, sales, issuances and settlements, net (46)
Transfer in and/or out of Level 3 (2,708)

Balance at end of quarter $ 3,914

Change in unrealized gains or losses relating to
assets still held at the reporting date $ (246)

Certain financial assets and financial liabilities are measured at fair value on a non-recurring basis; that is, the
instruments are not measured at fair value on an ongoing basis but are subject to fair value adjustments in
certain circumstances (for example, when there is evidence of impairment).

Loans held for sale. These loans are reported at the lower of cost or fair value. Fair value is determined based on
expected proceeds based on sales contracts and commitments and are considered Level 2 inputs.

Impaired loans. Impaired loans are included as Portfolio loans on the Company�s consolidated balance sheet with
amounts specifically reserved for credit impairment in the Allowance for loan losses. The fair value of impaired
loans is based on underlying collateral. These assets are classified as Level 2.

Other Real Estate. These assets are reported at the lower of the loan carrying amount at foreclosure or fair value
less estimated costs to sell. Fair value is based on third party appraisals of each property and the Company�s
judgment of other relevant market conditions. These are considered Level 2 inputs.
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The following table presents the financial instruments measured at fair value on a non-recurring basis as of June
30, 2008.

Level
1 Level 2

Level
3 Total Fair

(in thousands) Input Input Input Value
Loans held for sale $ - $ 1,666 $ - $ 1,666
Impaired loans - 13,180 - 13,180
Other real estate - 9,294 - 9,294
Total $  - $  24,140 $  - $  24,140

Certain non-financial assets and non-financial liabilities measured at fair value on a recurring basis include
reporting units measured at fair value in the first step of a goodwill impairment test. Certain non-financial assets
measured at fair value on a non-recurring basis include non-financial assets and non-financial liabilities measured
at fair value in the second step of a goodwill impairment test, as well as intangible assets and other non-financial
long-lived assets measured at fair value for impairment assessment. As stated above, SFAS 157 will be applicable
to these fair value measurements beginning January 1, 2009.
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Effective January 1, 2008, the Company adopted the provisions of SFAS No. 159, The Fair Value Option for
Financial Assets and Financial Liabilities - Including an amendment of FASB Statement No. 115. At June 30,
2008, all state tax credits held for sale are accounted for at fair value to better reflect the economic benefits of
this asset class to the Company. Changes in the fair value of the state tax credits held for sale of $(135,000) and
$768,000 were reported in Gain (loss) on sale of tax credits in the Consolidated Statements of Income for the
three and six months ended June 30, 2008, respectively. There were no valuation allowances related to the state
tax credits held for sale that were impacted by the adoption of SFAS 159. Below is a summary of the impact of
the initial implementation of the FVO.

January 1,
2008

December
31, 2007

Cumulative
effect of

fair value
(carrying

(carrying
value prior

adjustment
at value after

(in thousands) to adoption)
January 1,

2008 adoption)
State tax credits held for sale $ 23,117 $ (570) $ 22,547
Pretax cumulative effect of adoption of the fair value option (570)
Increase in deferred tax asset 205
Cumulative effect of adoption of the fair value option

(charge to retained earnings) $ (365)

ITEM 2: MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Readers should note that in addition to the historical information contained herein, some of the information in
this report contains forward-looking statements within the meaning of the federal securities laws.
Forward-looking statements typically are identified with use of terms such as �may,� �will,� �expect,�
�anticipate,� �estimate,� �potential,� �could�: and similar words, although some forward-looking statements are
expressed differently. You should be aware that the Company�s actual results could differ materially from those
contained in the forward-looking statements due to a number of factors, including: burdens imposed by federal
and state regulation, changes in accounting regulation or standards of banks; credit risk; exposure to general and
local economic conditions; risks associated with rapid increase or decrease in prevailing interest rates;
consolidation within the banking industry; competition from banks and other financial institutions; our ability to
attract and retain relationship officers and other key personnel and technological developments; and other risks
discussed in more detail in Item 1A: �Risk Factors�, all of which could cause the Company�s actual results to
differ from those set forth in the forward-looking statements.

Our acquisitions could cause results to differ from expected results due to costs and expenses that are greater, or
benefits that are less, than we currently anticipate, or the assumption of unanticipated liabilities.
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Readers are cautioned not to place undue reliance on our forward-looking statements, which reflect
management�s analysis only as of the date of the statements. The Company does not intend to publicly revise or
update forward-looking statements to reflect events or circumstances that arise after the date of this report.
Readers should carefully review all disclosures we file from time to time with the Securities and Exchange
Commission which are available on our website at www.enterprisebank.com.

Introduction
The following discussion describes the significant changes to the financial condition of the Company that have
occurred during the first six months of 2008 compared to the financial condition as of December 31, 2007. In
addition, this discussion summarizes the significant factors affecting the consolidated results of operations,
liquidity and cash flows of the Company for the three and six months ended June 30, 2008 compared to the same
periods in 2007. This discussion should be read in conjunction with the accompanying consolidated financial
statements included in this report and our Annual Report of Form 10-K for the year ended December 31, 2007.
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Critical Accounting Policies
The impact and any associated risks related to the Company�s critical accounting policies on business operations
are discussed throughout �Management�s Discussion and Analysis of Financial Condition and Results of
Operations,� where such policies affect our reported and expected financial results. For a detailed discussion on
the application of these and other accounting policies, see the Company�s Annual Report on Form 10-K for the
year ended December 31, 2007.

The Company�s consolidated financial position reflects material amounts of assets and liabilities that are
measured at fair value. Securities available for sale and state tax credits held for sale are carried at fair value.
The fair value of securities available for sale is based upon measurements from an independent pricing service,
including dealer quotes, market spreads, cash flows, the U.S. Treasury yield curve, live trading levels, trade
execution data and other information. Fair value of state tax credits held for sale is determined using an internal
valuation model with observable market data inputs. Considerable judgment may be required in determining the
assumptions used in certain pricing models, including interest rate, credit risk and liquidity risk assumptions.
Changes in these assumptions may have a significant effect on values.

Information concerning recently issued accounting pronouncements, which are not yet effective, is included in
Note 1. With the exception of SFAS 141R, the Company does not expect any of the recently issued accounting
pronouncements to have a material effect on its financial condition. SFAS 141R is expected to have an impact on
the Company�s accounting for business combinations closing on or after January 1, 2009.

Except as described in Note 9 � Fair Value Measurements, management believes there have been no material
changes to our critical accounting policies.

Executive Summary
Net income for the three and six months ended June 30, 2008 was $3.5 million and $7.1 million, a decrease of
22% and 8%, respectively, compared to $4.5 million and $7.7 million for the same periods in 2007. Fully diluted
earnings per share for the three months ended June 30, 2008 were $0.27, a 25% decrease from the same quarter
of 2007. Fully diluted earnings per share for the first six months of 2008 were $0.56, or down 10%, compared to
$0.62 for the same period of 2007.

Overall � Our second quarter results reflect the challenges and the opportunities created by the turmoil
in the financial markets. Recent rate reductions have pressured our net interest margin and the
slowdown in the homebuilding industry has elevated nonperforming asset and net charge-off levels
compared to our historical experience. These conditions are also creating significant competitive
opportunities in our markets. We continue growing our loan portfolio and core deposit funding base and
attracting new clients at a record pace this year. Robust loan and deposit growth bodes well for future
earnings even though the related provision expense is a major factor in our lower current earnings.

• 
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Loan growth � At June 30, 2008, portfolio loans were $1.85 billion, an increase of $208.0 million or 25%
annualized, from December 31, 2007. Portfolio loans were up $349.0 million, or 23%, from June 30, 2007.
The strong net growth in loans is attributable in part to a more favorable competitive environment, with
fewer competitors positioned today to capture new business, resulting in both increased volumes and
more favorable pricing. From a market perspective, approximately 58% of the loan growth was generated
in St. Louis, with the remainder from Kansas City and Phoenix. The breakdown of new loan fundings and
originations in the first six months of 2008 by industry code is shown below.

• 

Deposit growth � Total deposits were $1.67 billion at June 30, 2008, an increase of $85.0 million, or 5%,
from December 31, 2007. Total deposits grew $242.0 million, or 17%, from June 30, 2007 and $79.0
million, or 5%, from March 31, 2008. Non-interest bearing deposits represented 14% of total deposits at
June 30, 2008. The Company remains predominantly core-funded. Our treasury management pipelines
remain strong; therefore, we expect to continue experiencing increases in non-interest bearing deposits
throughout the year. As a result of strong loan growth in the first half of the year, we utilized

• 
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approximately $140.0 million net in brokered certificates of deposit to fund shortfalls due to loan demand.
Approximately $72.0 million of the net increase was in brokered certificates of deposits with maturities
less than two years. Brokered deposits represented 16% of total average deposits at June 30, 2008.
Asset quality � Nonperforming assets totaled $22.5 million, or 1.02%, of total assets at June 30, 2008
versus 0.78% and 0.75% at December 31, 2007 and June 30, 2007, respectively. At June 30, 2008,
nonperforming loans represented 0.71% of portfolio loans compared to 0.77% at December 31, 2007. The
allowance for loan losses was $24.0 million, or 1.30%, of portfolio loans versus $21.6 million, or 1.32%, at
the end of 2007. See Provision for loan losses and nonperforming assets below for more information.

• 

Net Interest Rate Margin � The fully tax-equivalent net interest rate margin was 3.56% for second
quarter of 2008 versus 3.63% for the first quarter of 2008 and 3.81% for second quarter of 2007. Net
interest margin has been compressed largely due to sharply reduced short-term rates from a year ago.
However, net interest spread between interest-bearing assets and interest-bearing liabilities has
increased 0.11% from 3.09% to 3.20% on a year over year basis and increased 0.05% over first quarter
2008. Through aggressive repricing initiatives, we have been able to reduce our interest-bearing liability
costs more than enough to offset lower earning asset yields.

• 

Branch Sales and Expansion � As part of our expansion effort, we plan to continue our strategy of
operating relatively fewer offices with a larger asset base per office, emphasizing commercial banking
and wealth management and employing experienced staff who are compensated on the basis of
performance and customer service. As a result, on February 28, 2008, we sold the Enterprise branch in
Liberty, Missouri for a pre-tax gain of $560,000. On June 26, 2008, we merged the Claycomo branch of
Great American into Enterprise and on July 31, 2008, we sold the Great American bank charter along with
the DeSoto, Kansas branch. See Note 2 � Dispositions for more information.

During 2007, we announced our intent to enter the Phoenix, Arizona market, initially with a loan
production office and subsequently through an application to establish a new Arizona state bank charter.
The Company�s Arizona CEO is actively recruiting additional team members and local investors/directors
to serve the planned de novo bank. The loan production office located in Central Phoenix opened in the
fourth quarter of 2007. Through June 2008, the loan production office has generated approximately $20.0
million of commercial and industrial and commercial real estate loans.

• 
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Wealth Management � Fee income from the Wealth Management line of business, in the second quarter
of 2008 totaled $2.7 million, an $800,000 or 23% decrease, from the same quarter of 2007. For the six
months ended June 30, 2008, Wealth Management fee income totaled $6.3 million, down $100,000 or 2%,
for the same period in 2007. Our Wealth Management business, while underperforming relative to prior
year, has made substantial investments in both personnel and technology that we anticipate will result in
significant improvement in second half performance. See Noninterest Income in this section for more
information.

As part of our new tax credit brokerage initiative within our Wealth Management segment, during the
first half of 2008, we reported $984,000 of gains related to state tax credits held for sale. Approximately
$768,000 of the total gains were related to fair value accounting permitted under SFAS 159. The change
in the fair value of the state tax credits held for sale was $(135,000) in the second quarter of 2008. See
Note 9 � Fair Value Measurements for more information.

• 

Net Interest Income
In response to the recent federal funds (�fed funds�) decreases, which in turn lowered the prime rate earned on
many of our loans, we aggressively reduced deposits rates. In order for us to maintain our net interest rate
margin at adequate levels, we will continue to reduce the cost of our short-term and maturing funding sources to
respond to the impact of any additional interest rate decreases, while maintaining a competitive position within
our market. The rapidity and severity of any additional rate cuts will have some impact on our ability to mitigate
the effects of these cuts in the short-term. However, because the Company is slightly asset sensitive, which
means our assets generally re-price faster than our liabilities, any increases in the fed funds rate by the Federal
Open Market Committee will generally cause our asset yields to increase.
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Three months ended June 30, 2008 and 2007
Net interest income (on a tax-equivalent basis) was $17.0 million for the three months ended June 30, 2008
compared to $15.4 million for the same period of 2007, an increase of $1.6 million, or 10%. Total interest income
decreased $1.7 million offset by a decrease in total interest expense $3.3 million.

Average interest-earning assets increased $300.0 million, or 19%, to $1.922 billion for the quarter ended June 30,
2008 compared to $1.622 billion for the quarter ended June 30, 2007. Loans accounted for the majority of the
growth, increasing by $294.0 million, or 20% to $1.792 billion. Interest income on loans increased $5.1 million
from growth, but was offset by a decrease of $6.9 million due to the impact of rates, for a net decrease of $1.7
million versus second quarter of 2007.

For the quarter ended June 30, 2008, average interest-bearing liabilities increased $316.0 million, or 23%, to
$1.687 billion compared to $1.372 billion for the quarter ended June 30, 2007. The growth in interest-bearing
liabilities resulted from a $166.0 million increase in interest-bearing core deposits and a $150.0 million increase
in borrowed funds including FHLB advances. We continue to meet loan funding shortfalls with FHLB advances
and brokered certificates of deposit. For the second quarter of 2008, interest expense on interest-bearing
liabilities increased $2.8 million due to growth while the impact of declining rates decreased interest expense on
interest-bearing liabilities by $6.1 million versus second quarter of 2007, for a net decrease of $3.3 million.

The tax-equivalent net interest rate margin was 3.56% for the second quarter of 2008 compared to 3.81% for
same period of 2007. The majority of the decline in the margin was due to the severity of the rate decreases by
the Federal Open Market Committee during the latter half of 2007 and early first half of 2008. While the margin
declined from second quarter 2007, the net interest rate spread widened from 3.09% to 3.20% as a result of our
ability to maintain our loan pricing relative to lower deposit costs.

Six months ended June 30, 2008 and 2007
Net interest income (on a tax-equivalent basis) was $33.4 million for the six months ended June 30, 2008,
compared to $29.6 million for the same period of 2007, an increase of $3.8 million, or 13%. Total interest income
increased $659,000 while total interest expense decreased $3.2 million.

Average interest-earning assets increased $311.0 million, or 20%, to $1.866 billion for the six months ended June
30, 2008 compared to $1.555 billion for the same period in 2007. During the same period, average loans
increased $307.0 million, or 21%, from $1.434 billion to $1.741 billion.
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For the six months ended June 30, 2008, average interest-bearing liabilities increased $321.0 million, or 25%, to
$1.627 billion compared to $1.306 billion for the six months ended June 30, 2007.

The net interest rate margin (on a tax-equivalent basis) was 3.60% for the first half of 2008, compared to 3.83%
in the same period of 2007. The net interest rate spread widened from 3.10% to 3.17% as a result of our ability to
maintain our loan pricing relative to lower deposit costs. Changes in yields and cost of funds are similar to those
described above.

Average Balance Sheet
The following table presents, for the periods indicated, certain information related to our average
interest-earning assets and interest-bearing liabilities, as well as, the corresponding interest rates earned and
paid, all on a tax equivalent basis.

Three months ended June 30,
2008 2007

Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/

(in thousands) Balance Expense Rate Balance Expense Rate
Assets
Interest-earning assets:

Taxable loans (1) $ 1,765,670 $  27,484   6.26% $ 1,460,743 $  29,056   7.98%
Tax-exempt loans (2) 25,979 587 9.09 37,316 762 8.19

Total loans 1,791,649 28,071 6.30 1,498,059 29,818 7.98
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Taxable investments in debt and equity securities 120,559 1,377 4.59 115,970 1,296 4.48
Non-taxable investments in debt and equity

 securities (2) 766 12 6.30 953 14 5.89
Short-term investments 9,335 43 1.85 7,157 98 5.49

Total securities and short-term investments 130,660 1,432 4.41 124,080 1,408 4.55
Total interest-earning assets 1,922,309 29,503 6.17 1,622,139 31,226 7.72
Non-interest earning assets:

Cash and due from banks 40,983 42,784
Other assets 162,276 108,821
Allowance for loan losses (22,986) (19,447)
Total assets $ 2,102,582  1,754,297

Liabilities and Shareholders' Equity
Interest-bearing liabilities:

Interest-bearing transaction accounts $ 125,304 $ 366 1.17% $ 126,426 $ 811 2.57%
Money market accounts 700,005 3,286 1.89 539,362 5,701 4.24
Savings 11,458 14 0.49 13,540 38 1.13
Certificates of deposit 542,180 5,864 4.35 534,041 6,976 5.24

Total interest-bearing deposits 1,378,947 9,530 2.78 1,213,369 13,526 4.47
Subordinate debentures 56,807 799 5.66 56,807 1,018 7.19
Borrowed funds 251,680 2,152 3.44 101,563 1,277 5.04

Total interest-bearing liabilities 1,687,434 12,481 2.97 1,371,739 15,821 4.63
Noninterest bearing liabilities:

Demand deposits 221,858 212,634
Other liabilities 12,016 8,261
Total liabilities 1,921,308 1,592,634
Shareholders' equity 181,274 161,663
Total liabilities & shareholders' equity $  2,102,582 $ 1,754,297

Net interest income $ 17,022 $ 15,405
Net interest spread 3.20% 3.09%
Net interest rate margin (3) 3.56 3.81

(1) Average balances include non-accrual loans. The income on such loans is included in interest but is recognized only upon
receipt. Loan fees, net of amortization of deferred loan origination fees and costs, included in interest income are
approximately $1,469,000 and $843,000 for the quarters ended June 30, 2008, and 2007, respectively.

(2) Non-taxable income is presented on a fully tax-equivalent basis using the combined statutory federal and state income
tax in effect for the year. The tax-equivalent adjustments were $220,000 and $280,000 for the quarters ended June 30,
2008 and 2007, respectively.

(3) Net interest income divided by average total interest-earning assets.
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The loans and deposits associated with Great American are included for four months of 2007.

Six months ended June 30,
2008 2007

Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/

(in thousands) Balance Expense Rate Balance Expense Rate
Assets
Interest-earning assets:

Taxable loans (1) $ 1,714,878 $ 55,978   6.56% $ 1,399,503 $  55,222   7.96%
Tax-exempt loans (2) 25,646 1,186 9.30 34,536 1,414 8.26

Total loans 1,740,524 57,164 6.60 1,434,039 56,636 7.96
Taxable investments in debt and equity securities 109,538 2,561 4.70 113,845 2,481 4.39
Non-taxable investments in debt and equity

 securities (2) 844 25 5.96 922 26 5.69
Short-term investments 15,440 221 2.88 6,234 169 5.47
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Total securities and short-term investments 125,822 2,807 4.49 121,001 2,676 4.46
Total interest-earning assets  1,866,346  59,971 6.46 1,555,040 59,312 7.69
Non-interest earning assets:

Cash and due from banks 41,349 43,649
Other assets 153,476 98,120
Allowance for loan losses (22,585) (18,605)
Total assets $ 2,038,586 $  1,678,204

Liabilities and Shareholders' Equity
Interest-bearing liabilities:

Interest-bearing transaction accounts $ 125,835 $ 942 1.51% $ 119,559 $ 1,560 2.63%
Money market accounts 696,461 8,123 2.35 542,651 11,472 4.26
Savings 10,880 36 0.67 10,375 60 1.17
Certificates of deposit 512,538 11,715 4.60 493,850 12,635 5.16

Total interest-bearing deposits 1,345,714 20,816 3.11 1,166,435 25,727 4.45
Subordinate debentures 56,807 1,747 6.18 49,955 1,783 7.20
Borrowed funds 224,627 4,026 3.60 89,962 2,240 5.02

Total interest-bearing liabilities 1,627,148 26,589 3.29 1,306,352 29,750 4.59
Noninterest bearing liabilities:

Demand deposits 219,767 210,427
Other liabilities 12,949 8,786
Total liabilities 1,859,864 1,525,565
Shareholders' equity 178,722 152,639
Total liabilities & shareholders' equity $ 2,038,586 $ 1,678,204

Net interest income $ 33,382 $ 29,562
Net interest spread 3.17% 3.10%
Net interest rate margin (3) 3.60 3.83

(1) Average balances include non-accrual loans. The income on such loans is included in interest but is recognized only upon
receipt. Loan fees, net of amortization of deferred loan origination fees and costs, included in interest income are
approximately $2,347,000 and $1,622,000 for the six months ended June 30, 2008, and 2007, respectively.

(2) Non-taxable income is presented on a fully tax-equivalent basis using the combined statutory federal and state income
tax in effect for the year. The tax-equivalent adjustments were $440,000 and $516,000 for the six months ended June 30,
2008 and 2007 respectively.

(3) Net interest income divided by average total interest-earning assets.
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Rate/Volume
The following table sets forth, on a tax-equivalent basis for the periods indicated, a summary of the changes in
interest income and interest expense resulting from changes in yield/rates and volume.

2008 compared to 2007
3 month 6 month

Increase (decrease) due to Increase (decrease) due to
(in thousands) Volume (1) Rate (2) Net Volume (1) Rate (2) Net
Interest earned on:

Taxable loans $ 5,372 $ (6,944) $ (1,572) $ 11,336 $ (10,580) $ 756
Nontaxable loans (3) (252) 77 (175) (394) 166 (228)
Taxable investments in debt

and equity securities 49 32 81 (94) 174 80
Nontaxable investments in debt

and equity securities (3) (3) 1 (2) (2) 1 (1)
Short-term investments 24 (79) (55) 161 (109) 52

Total interest-earning assets $ 5,190 $ (6,913) $ (1,723) $  11,007 $  (10,348) $ 659

Interest paid on:
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Interest-bearing transaction accounts $ (7) $ (438) $ (445) $ 79 $ (697) $ (618)
Money market accounts 1,360 (3,775) (2,415) 2,706 (6,055) (3,349)
Savings (5) (19) (24) 3 (27) (24)
Certificates of deposit 103 (1,215) (1,112) 475 (1,395) (920)
Subordinated debentures - (219) (219) 231 (267) (36)
Borrowed funds 1,385 (510) 875 2,570 (784) 1,786

Total interest-bearing liabilities 2,836  (6,176)  (3,340) 6,064 (9,225)  (3,161)
Net interest income $  2,354 $ (737) $ 1,617 $ 4,943 $ (1,123) $ 3,820

(1) Change in volume multiplied by yield/rate of prior period.
(2) Change in yield/rate multiplied by volume of prior period.
(3) Nontaxable income is presented on a fully tax-equivalent basis using the combined statutory federal and

state income tax rate in effect for each year.

NOTE: The change in interest due to both rate and volume has been allocated to rate and volume changes in proportion to the relationship of
the absolute dollar amounts of the change in each.

Provision for loan losses and nonperforming assets
The provision for loan losses in the second quarter of 2008 was $3.2 million compared to $715,000 in the same
quarter of 2007 and $2.3 million in the first quarter of 2008. The increase for the second quarter was driven
equally by strong loan growth and adverse changes in risk ratings on several credits primarily in the residential
builder portfolio. The allowance for loan losses as a percentage of total loans was 1.30% at June 30, 2008
compared to 1.32% at December 31, 2007 and 1.31% at June 30, 2007. Management believes that the allowance
for loan losses is adequate.

At June 30, 2008, nonperforming loans were $13.2 million, or 0.71%, of total loans. This compares to $12.7
million, or 0.77%, at December 31, 2007 and $12.7 million, or 0.84%, at June 30, 2007. Other real estate was $9.3
million at June 30, 2008 compared to $3.0 million at December 31, 2007 and $440,000 at June 30, 2007.

Our credit issues remain concentrated in the residential homebuilding sector. That industry remains under stress
and these conditions are not likely to abate quickly, although it�s important to note that residential homebuilding
represents only 11% of our total loan portfolio. While we have also seen stress in parts of the commercial
retail-real estate segment and in trucking-related businesses, most other industry sectors in our markets remain
relatively healthy, with some doing quite well.

Approximately $5.2 million, or 39%, of nonperforming loans and $8.9 million, or 95%, of the Other real estate is
attributable to the soft residential housing markets in the Kansas City market. In total, 63% of nonperforming
assets are related to residential development. The largest single nonperforming loan is $4.9 million and is for a
commercial retail development in Northwest Arkansas. The largest Other real estate property is a $3.4 million
residential development in Kansas City.
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Second quarter net charge-offs of $1.4 million, or 0.32%, of average portfolio loans on an annualized basis,
compared to $232,000, or 0.06%, for the second quarter of 2007 and $1.7 million, or 0.40%, for the first quarter
of 2008. Three residential credits that were specifically reserved for at March 31, 2008 represent $1.3 million, or
91%, of the second quarter net charge-offs.

Our nonperforming asset and net charge-off ratios are consistent with our expectations as we progress through
this credit cycle. We do expect nonperforming asset levels to increase and remain at elevated levels for the next
several quarters. We are managing the process aggressively, as illustrated by the progression of nonperforming
loans to Other real estate and, ultimately, to disposition of the real estate. Through June 30, 2008, we sold $4.0
million of Other real estate at a net gain of $342,000. We expect to sell an additional $970,000 of Other real
estate in the third quarter of 2008 based on signed sales contracts or contracts that are in process of being
finalized.

The following table summarizes changes in the allowance for loan losses arising from loans charged off and
recoveries on loans previously charged off, by loan category, and additions to the allowance charged to expense.
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Three months ended June 30, Six months ended June 30,
(in thousands) 2008 2007 2008 2007
Allowance at beginning of period $ 22,249 $ 19,220 $ 21,593 $ 16,988
Acquired allowance for loan losses - - - 2,010
Loans charged off:

Commercial and industrial - 2 33 209
Real estate:

Commercial - - 334 -

Construction 490 66 1,024 71
Residential 972 159 1,932 658

Consumer and other 8 80 13 83
Total loans charged off 1,470 307 3,336 1,021

Recoveries of loans previously charged off:
Commercial and industrial 26 70 50 118
Real estate:

Commercial - - - 15
Construction 2 - 127 -

Residential - 1 43 14
Consumer and other 4 4 9 14
Total recoveries of loans 32 75 229 161

Net loan chargeoffs 1,438 232 3,107 860
Provision for loan losses 3,200 715 5,525 1,565
Allowance at end of period $ 24,011 $ 19,703 $ 24,011 $ 19,703

Average loans $ 1,791,712 $ 1,498,059 $ 1,740,524 $ 1,434,039
Total portfolio loans 1,849,415 1,500,512 1,849,415 1,500,512
Nonperforming loans 13,180 12,661 13,180 12,661

Net chargeoffs to average loans (annualized) 0.32% 0.06% 0.36% 0.12%
Allowance for loan losses to loans 1.30 1.31 1.30 1.31
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The following table presents the categories of nonperforming assets and other ratios as of the dates indicated.

June 30 December 31
(in thousands) 2008 2007
Non-accrual loans $ 13,180 $ 12,720
Loans past due 90 days or more

and still accruing interest - -
Restructured loans - -

Total nonperforming loans 13,180 12,720
Foreclosed property 9,294 2,963
Total nonperforming assets $ 22,474 $ 15,683

Total assets $ 2,197,718 $ 1,999,118
Total loans 1,849,415 1,641,432
Total loans plus foreclosed property 1,858,709 1,644,395

Nonperforming loans to total loans 0.71% 0.77%
Nonperforming assets to total loans plus

foreclosed property 1.21 0.95
Nonperforming assets to total assets 1.02 0.78
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Allowance for loan losses to nonperforming loans 182.00% 170.00%

Noninterest Income
Noninterest income was $10.0 million in the first half of 2008, an increase of $1.2 million, or 13%, from the same
period in 2007. Noninterest income decreased $462,000, or 9%, from the second quarter of 2007 compared to the
same quarter in 2008.

The year-over-year increase includes a $560,000 pre-tax gain on the sale of the Liberty branch, along with
$984,000 of gains related to state tax credit assets. These gains are offset by lower Wealth Management revenue
as described below:

Trust revenues have been negatively impacted by declining market values of assets under management and client attrition related to
advisor turnover experienced in the first quarter.

• 

Fiduciary revenues continue to grow modestly as new business volumes have been steady.• 

Millennium Brokerage Group revenues continue to be adversely impacted by declining sales margins due to a shifting carrier mix and
higher producer payouts. Management is pursuing strategies to increase producer sales volumes and renegotiate higher carrier payouts.
Given Millennium�s current operating performance, there is a possibility of a goodwill impairment charge in 2008. The second half of
the year has historically generated the majority of annual revenues for Millennium.

• 

Increases in Service charges on deposit accounts were primarily due to the declining earnings crediting rate on
commercial accounts, which increased service charges collected. Fees related to our international operations and
ATM usage also increased. Through June 30, 2008, we sold $4.0 million of Other real estate at a net gain of
$342,000. In second quarter 2008, we incurred some additional expenses related to the sale of the Liberty
branch, which are included in the Gain on sale of branches. Reported fee income from state tax credits during the
second quarter was negative due to a $135,000 fair value reduction under SFAS 159. During the second quarter
of 2008, the Company had a gross realized gain of $73,000 on a call of an available for sale security.
Miscellaneous income for second quarter of 2007 includes $268,000 generated from the sale of a holding
company investment in an investment management firm.

Our ratio of fee income to total revenue was 21% and 24% for the three months ended June 30, 2008 and 2007,
respectively. Our ratio of fee income to total revenue was 23% for the six months ended June 30, 2008 and 2007.
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Noninterest Expense
Noninterest expenses were $12.7 million in the second quarter of 2008, an increase of $353,000, or 3%, from the
same quarter in 2007. The Company�s efficiency ratio improved from 61.8% in the second quarter of 2007 to
59.9% in the second quarter of 2008. Noninterest expenses decreased $1.1 million, or 8%, from the first quarter
of 2008 due to savings in salaries and benefits, rental expense and real estate owned expenses.

Noninterest expenses were $26.6 million in the first half of 2008, an increase of $2.3 million, or 10%, from the
same period in 2007. The year-over-year increase in noninterest expenses includes approximately $617,000 of
incremental expenses related to the addition of Great American and $655,000 of Millennium expenses primarily
related to increased compensation due to the previously announced restructuring. Excluding these amounts,
noninterest expenses increased $1.1 million, or 5%.

For the three months ended June 30, 2008, excluding the incremental impact of the Millennium compensation
due to the restructuring, salaries and benefits increased $191,000, or 3% from the same quarter in 2007. For the
six months ended June 30, 2008, excluding the incremental impact of Great American and Millennium, salaries
and benefits increased $476,000, or 4% from the same period in 2007. The increases are primarily due to annual
merit increases along with other benefits such as company-paid insurance benefits and compensation costs
related to our performance-based long-term incentive plan. These expenses were somewhat offset by reduced
Wealth Management commissions.

For the six months ended June 30, 2008, Other noninterest expense includes an increase of $440,000 for FDIC
insurance premiums resulting from the FDIC�s newly implemented rate structure along with a $300,000 increase
in expenses related to nonperforming assets.
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Income Taxes
The provision for income taxes was $1.8 million and $3.8 million for the three and six months ended June 30,
2008 compared to $2.6 million and $4.4 million for the same periods in 2007. The effective tax rate for the three
and six months ended June 30, 2008 was 34.2% and 34.8%, respectively, compared to 36.4% and 36.3% for the
same periods in 2007. Federal tax benefits related to low income housing tax credits reduced the tax provision by
$131,000 and $235,000, for the three and six months ended June 30, 2008.

Liquidity and Capital Resources
The objective of liquidity management is to ensure the Company has the ability to generate sufficient cash or
cash equivalents in a timely and cost-effective manner to meet its commitments as they become due. Funds are
available from a number of sources, such as from the core deposit base and from loans and securities repayments
and maturities. Additionally, liquidity is provided from sales of the securities portfolio, lines of credit with major
banks, the Federal Reserve and the FHLB, the ability to acquire brokered deposits and the ability to sell loan
participations to other banks.

The Company�s liquidity management framework includes measurement of several key elements, such as the loan
to deposit ratio, wholesale deposits as a percentage of total deposits, and various dependency ratios used by
banking regulators. The Company�s liquidity framework also incorporates contingency planning to assess the
nature and volatility of funding sources and to determine alternatives to these sources.

Strong capital ratios, credit quality and core earnings are essential to retaining cost-effective access to the
wholesale funding markets. Deterioration in any of these factors could have an impact on the Company�s ability to
access these funding sources and, as a result, these factors are monitored on an ongoing basis as part of the
liquidity management process.

While core deposits and loan and investment repayments are principal sources of liquidity, funding diversification
is another key element of liquidity management. Diversity is achieved by strategically varying depositor types,
terms, funding markets, and instruments.

The parent Company�s liquidity is managed to provide the funds necessary to pay dividends to shareholders,
service debt, invest in subsidiaries as necessary, and satisfy other operating requirements. The parent Company�s
primary funding sources to meet its liquidity requirements are dividends from subsidiaries, borrowings against its
$20.0 million line of credit with a major bank, and proceeds from the issuance of equity (i.e. stock option
exercises).

Another source of funding for the parent company includes the issuance of subordinated debentures. As of June
30, 2008, the Company had $56.8 million of outstanding subordinated debentures as part of eight Trust Preferred
Securities Pools. These securities are classified as debt but are included in regulatory capital and the related
interest expense is tax-deductible, which makes them a very attractive source of funding.
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Each bank is subject to regulations and, among other things, may be limited in its ability to pay dividends or
transfer funds to the parent Company. Accordingly, consolidated cash flows as presented in the consolidated
statements of cash flows may not represent cash immediately available for the payment of cash dividends to the
Company�s shareholders or for other cash needs.

Investment securities are also an important tool to the Company�s liquidity objective. As of June 30, 2008, the
entire investment portfolio was available for sale. Of the $120.0 million investment portfolio available for sale,
$89.1 million was pledged as collateral for public deposits, treasury, tax and loan notes, and other requirements.
Approximately $12.0 million of the remaining securities could be pledged or sold to enhance liquidity, if
necessary.

The banks have a variety of funding sources available to increase financial flexibility. At June 30, 2008, under
blanket loan pledges, absent being in default of their respective credit agreements, Enterprise had $20.2 million
available from the FHLB of Des Moines. The amount available from the FHLB of Des Moines increased by
approximately $130.0 million in early July as a result of increases in Enterprise organic loans and loans related to
the Claycomo branch acquisition which were pledged to the FHLB of Des Moines. In conjunction with the
Claycomo branch acquisition and in anticipation of the Great American sale, all outstanding advances with the
FHLB of Topeka were paid in full in June 2008.
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At June 30, 2008, Enterprise also had $311.0 million available from the Federal Reserve Bank of St. Louis under
pledged loan agreements. Enterprise has access to over $70.0 million in overnight federal funds lines from
various banking institutions, while Great American has $19.0 million available in the form of overnight federal
funds lines from various banking institutions. Finally, because both the banks are �well-capitalized�, they have the
ability to sell certificates of deposit through various national or regional brokerage firms, if needed.

Over the normal course of business, the Company enters into certain forms of off-balance sheet transactions,
including unfunded loan commitments and letters of credit. These transactions are managed through the
Company�s various risk management processes. Management considers both on-balance sheet and off-balance
sheet transactions in its evaluation of the Company�s liquidity. The Company has $523.0 million in unused loan
commitments as of June 30, 2008. While this commitment level would be difficult to fund given the Company�s
current liquidity resources, the nature of these commitments is such that the likelihood of funding them is very
low.

The Company and its banking affiliates are subject to various regulatory capital requirements administered by
the Federal banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory and
possible additional discretionary actions by regulators that, if undertaken, could have a direct material effect on
the financial statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective
action, the Company and its banking affiliates must meet specific capital guidelines that involve quantitative
measures of assets, liabilities, and certain off-balance-sheet items as calculated under regulatory accounting
practices. The banking affiliate�s capital amounts and classification are also subject to qualitative judgments by
the regulators about components, risk weightings and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company and its banking
affiliates to maintain minimum amounts and ratios (set forth in the following table) of total and Tier 1 capital to
risk-weighted assets, and of Tier 1 capital to average assets. Management believes, as of June 30, 2008 and
December 31, 2007, that the Company and its banking affiliates meet all capital adequacy requirements to which
they are subject.

As of June 30, 2008 and December 31, 2007, both banking affiliates were categorized as �well capitalized� under
the regulatory framework for prompt corrective action. To be categorized as �well capitalized�, banks must
maintain minimum total risk-based (10%), Tier 1 risk-based (6%) and Tier 1 leverage ratios (5%).

On a consolidated basis, strong asset growth has outpaced reported earnings for the first half of 2008 due to
increased provision expense and compressed margins in both lines of business. As a result, as of June 30, 2008,
the Company�s consolidated risk-based capital ratio was 9.96%, which is 0.04% below the 10% �well-capitalized�
threshold. This has no immediate or direct negative impact except for a requirement that the Company obtain
regulatory approval prior to acquiring any non-bank business. As mentioned above, our two banking subsidiaries
remain �well-capitalized.� To support continuing growth and the anticipated charter approvals for our Arizona bank
and national Trust company by the end of the year, the Company expects to add $30.0 million or more in
regulatory capital in the form of subordinated debt and convertible trust preferred securities.
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The following table summarizes the Company�s risk-based capital and leverage ratios at the dates indicated:

At June 30,
At December

31,
(in thousands) 2008 2007
Tier I capital to risk weighted assets 8.76% 9.32%
Total capital to risk weighted assets 9.96% 10.54%
Leverage ratio (Tier I capital to average assets) 8.39% 8.85%
Tangible capital to tangible assets 5.62% 5.68%
Tier I capital $  175,062 $ 164,957
Total risk-based capital $ 199,073 $ 186,549

ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
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The disclosures set forth in this item are qualified by the section captioned �Safe Harbor Statement Under the
Private Securities Litigation Reform Act of 1995� included in Item 2 � Management�s Discussion and Analysis of
Financial Condition and Results of Operations of this report and other cautionary statements set forth elsewhere
in this report.

Market risk arises from exposure to changes in interest rates and other relevant market rate or price risk. The
Company faces market risk in the form of interest rate risk through transactions other than trading activities.
Market risk from these activities, in the form of interest rate risk, is measured and managed through a number of
methods. The Company uses financial modeling techniques to measure interest rate risk. These techniques
measure the sensitivity of future earnings due to changing interest rate environments. Guidelines established by
the Asset/Liability Management Committees and approved by the Company�s Board of Directors are used to
monitor exposure of earnings at risk. General interest rate movements are used to develop sensitivity as the
Company feels it has no primary exposure to a specific point on the yield curve. These limits are based on the
Company�s exposure to a 100 basis points and 200 basis points immediate and sustained parallel rate move, either
upward or downward.

The following table represents the estimated interest rate sensitivity and periodic and cumulative gap positions
calculated as of June 30, 2008.

Beyond
5 years
or no
stated

(in thousands) Year 1 Year 2 Year 3 Year 4 Year 5 maturity Total
Interest-Earning Assets
Investments in debt and equity securities $ 4,869 $ 17,421 $ 36,741 $ 9,518 $ 10,196 $ 41,327 $ 120,072
Interest-bearing deposits 349 - - - - - 349
Federal funds sold 15,630 - - - - - 15,630
Loans (1) 1,226,958 176,513 147,476 66,603 144,083 87,782 1,849,415
Loans held for sale 1,666 - - - - - 1,666
Total interest-earning assets $ 1,249,472 $ 193,934 $ 184,217 $ 76,121 $ 154,279 $ 129,109 $ 1,987,132

Interest-Bearing Liabilities
Savings, NOW and Money market deposits $ 815,294 $  - $  - $  - $  - $ - $ 815,294
Certificates of deposit 402,853 140,995 60,440 8,209 1,378 429 614,304
Subordinated debentures 32,064 - 10,310 14,433 - - 56,807
Other borrowings 201,336 40,650 16,100 7,000 - 10,843 275,929
Total interest-bearing liabilities $ 1,451,547 $ 181,645 $ 86,850 $ 29,642 $ 1,378 $ 11,272 $ 1,762,334

Interest-sensitivity GAP
GAP by period $ (202,075) $ 12,289 $ 97,367 $ 46,479 $ 152,901 $ 117,837 $ 224,798
Cumulative GAP $ (202,075) $ (189,786) $ (92,419) $ (45,940) $ 106,961 $ 224,798 $ 224,798

Ratio of interest-earning assets to
 interest-bearing liabilities
Periodic 0.86 1.07 2.12 2.57 111.96 11.45 1.13
Cumulative GAP 0.86 0.88 0.95 0.97 1.06 1.13 1.13

(1) Adjusted for the impact of the interest rate swaps.
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ITEM 4: CONTROLS AND PROCEDURES

As of June 30, 2008, under the supervision and with the participation of the Company�s Chief Executive Officer
(CEO) and the Chief Financial Officer (CFO), management has evaluated the effectiveness of the design and
operation of the Company�s disclosure controls and procedures pursuant to Exchange Act Rule 13a-15. Based on
that evaluation, the CEO and CFO concluded that the Company�s disclosure controls and procedures were
effective as of June 30, 2008, to ensure that information required to be disclosed in the Company�s periodic SEC
filings is processed, recorded, summarized and reported when required. There were no changes during the
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period covered by this Quarterly Report on Form 10-Q in the Company�s internal controls that have materially
affected, or are reasonably likely to materially affect, those controls.

PART II � OTHER INFORMATION

ITEM 4: SUBMISSION OF MATTERS TO VOTE OF SECURITY HOLDERS

ANNUAL MEETING OF SHAREHOLDERS: The annual meeting of shareholders was held on April 23, 2008.
Proxies were solicited pursuant to Regulation 14A of the Securities Exchange Act of 1934. There was no
solicitation in opposition to management�s nominees for Directors and all nominees were elected.

The results of the voting on each proposal submitted at the meeting are as follows:

PROPOSAL NO. 1: ELECTION OF DIRECTORS*

Director For Withheld
Kevin C. Eichner 9,283,955 182,117
Peter F. Benoist 9,415,439 50,633
Michael A. DeCola 9,363,530 102,542
William H. Downey 9,388,443 77,629
Robert E. Guest, Jr. 9,378,151 87,921
Lewis A. Levey 9,368,093 97,979
Birch M. Mullins 9,397,769 68,303
James J. Murphy Jr. 9,388,443 77,629
Brenda D. Newberry 9,379,296 86,776
Robert E. Saur 8,378,395 1,087,677
Sandra Van Trease 9,345,696 120,376
Henry D. Warshaw 9,410,229 55,843

* Vote tally for Directors is reported on a non-cumulative basis.

PROPOSAL NO. 2: APPROVE AMENDMENT OF THE 2002 STOCK INCENTIVE PLAN

For Against Abstain
5,617,705 1,527,289 47,009
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ITEM 6: EXHIBITS

Exhibit
Number Description

Registrant herby agrees to furnish to the Commission, upon
request, the instruments defining the rights of holders of each
issue of long-term debt of Registrant and its consolidated
subsidiaries.

*31.1 Chief Executive Officer�s Certification required by Rule
13(a)-14(a).

*31.2 Chief Financial Officer�s Certification required by Rule
13(a)-14(a).
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**32.1 Chief Executive Officer Certification pursuant to 18 U.S.C. §
1350, as adopted pursuant to section § 906 of the
Sarbanes-Oxley Act of 2002.

**32.2 Chief Financial Officer Certification pursuant to 18 U.S.C. §
1350, as adopted pursuant to section § 906 of the
Sarbanes-Oxley Act of 2002.

* Filed herewith

** Furnished herewith. Notwithstanding any incorporation of this Quarterly Statement on Form 10-Q in any other
filing by the Registrant, Exhibits furnished herewith and designated with two (**) shall not be deemed
incorporated by reference to any other filing unless specifically otherwise set forth herein.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Clayton,
State of Missouri on the day of August 11, 2008.

ENTERPRISE FINANCIAL SERVICES CORP

By: /s/ Peter F. Benoist
Peter F. Benoist
Chief Executive Officer

By: /s/ Frank H. Sanfilippo
Frank H. Sanfilippo
Chief Financial Officer
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