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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholders
of Bank of the West and its subsidiaries:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, of changes in stockholder’s equity and comprehensive income and of cash flows present fairly, in all
material respects, the financial position of Bank of the West and its subsidiaries at December 31, 2006 and
December 31, 2005, and the results of their operations and their cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits. We conducted our audits of these statements in accordance
with the standards generally accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP
San Francisco, CA
March 14, 2007
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BANK OF THE WEST AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(dollars in thousands) 2006 2005
Year Ended December 31,

Interest income
Loans $2,458,042 $1,658,508
Lease financing 119,414 108,534
Securities available for sale 376,312 272,581
Other 25,389 12,389

Total interest income 2,979,157 2,052,012

Interest expense
Deposits 864,382 382,217
Short-term borrowings 192,624 113,260
Long-term debt 320,866 143,296

Total interest expense 1,377,872 638,773

Net interest income 1,601,285 1,413,239
Provision for loan and lease losses 60,000 22,000

Net interest income after provision for loan and lease losses 1,541,285 1,391,239

Noninterest income
Service charges on deposit accounts 216,938 162,301
Trust and investment services income 18,589 19,659
Brokerage service fees 49,866 35,117
Credit and debit card fees 52,590 30,140
Other service charges and fees 96,260 77,091
Net gains (losses) on securities available for sale 455 (1,299)
Vehicle and equipment operating lease income 17,996 22,291
Income from bank-owned life insurance 43,694 20,808
Other 45,327 29,406

Total noninterest income 541,715 395,514

Noninterest expense
Salaries and employee benefits 634,680 489,565
Occupancy 122,424 96,980
Outside services 97,867 81,488
Intangible amortization 46,818 38,275
Equipment 58,609 44,299
Depreciation - vehicle and equipment operating leases 15,987 19,030
Restructuring and integration costs 5,033 22,471
Other 189,523 148,907

Total noninterest expense 1,170,941 941,015

Income before income taxes 912,059 845,738
Provision for income taxes 340,027 320,077
Net income $ 572,032 $ 525,661

The accompanying notes are an integral part of these consolidated financial statements.
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BANK OF THE WEST AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(dollars in thousands, except per share amounts) 2006 2005
December 31,

Assets
Cash and due from banks $ 2,035,312 $ 2,067,532
Interest-bearing deposits in other banks 13,902 9,489
Federal funds sold and securities purchased under agreements to resell 248,000 22,600
Trading assets 6,042 2,753
Securities available for sale 6,890,840 8,294,456
Loans held for sale 108,093 65,912
Loans and leases:

Loans and leases 39,495,309 37,744,452
Less allowance for loan and lease losses 394,458 401,867

Net loans and leases 39,100,851 37,342,585

Vehicle and equipment operating leases, net 66,018 97,357
Premises and equipment, net 572,312 575,104
Customers’ acceptance liability 9,915 10,834
Goodwill 4,202,217 4,229,456
Other intangibles, net 269,431 314,542
Other real estate owned and repossessed personal property 24,801 29,310
Interest receivable 280,678 254,701
Bank-owned life insurance 1,046,847 989,996
Pension assets 2,820 62,951
Other assets 764,857 788,067

Total assets $55,642,936 $55,157,645

Liabilities and Stockholder’s Equity
Deposits:

Interest-bearing $27,986,025 $24,255,657
Noninterest-bearing 9,450,395 9,646,254

Total deposits 37,436,420 33,901,911

Federal funds purchased and securities sold under agreements to repurchase 1,593,117 1,507,080
Short-term borrowings 501,445 3,925,856
Acceptances outstanding 9,915 10,834
Long-term debt 6,690,009 6,957,321
Liability for pension benefits 84,594 73,626
Other liabilities 516,943 449,731

Total liabilities 46,832,443 46,826,359

Stockholder’s equity:
Common stock, par value $0.001 per share in 2006 and 2005

Authorized — 20,000,000 shares
Issued and outstanding — 4,773,943 shares at December 31, 2006 and 2005 5 5

Additional paid-in capital 7,721,364 7,712,172
Retained earnings 1,190,889 701,446
Accumulated other comprehensive income, net (101,765) (82,337)

Total stockholder’s equity 8,810,493 8,331,286

Total liabilities and stockholder’s equity $55,642,936 $55,157,645

The accompanying notes are an integral part of these consolidated financial statements.
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BANK OF THE WEST AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDER’S EQUITY AND COMPREHENSIVE
INCOME

(dollars in thousands) Shares Amount

Additional
Paid-in
Capital

Retained
Earnings

Accumulated
Other Com-
prehensive

Income Total
Common Stock

Balance, December 31, 2004 4,148,586 $ 20,743 $6,240,808 $ 494,201 $ (21,781) $6,733,971
Comprehensive income:

Net income – – – 525,661 – 525,661
Minimum pension liability adjustment – – – – (1,089) (1,089)
Unrealized net losses on securities

available for sale arising during the
year – – – – (51,244) (51,244)

Reclassification of net realized losses on
securities available for sale included in
net income – – – – 766 766

Unrealized net losses on cash flow
derivative hedges arising during the
year – – – – (2,196) (2,196)

Reclassification of net gains on cash flow
derivative hedges included in net
income – – – – (6,793) (6,793)

Comprehensive income – – – 525,661 (60,556) 465,105

Other – – 108 – – 108

Dividends – – – (212,898) – (212,898)

Stock dividend 45,491 228 105,290 (105,518) – –

Capital infusion related to Commercial Federal
acquisition 579,866 2,899 1,342,101 – – 1,345,000

Change in par value of common stock – (23,865) 23,865 – – –

Balance, December 31, 2005 4,773,943 $ 5 $7,712,172 $ 701,446 $ (82,337) $8,331,286

Comprehensive income:
Net income – – – 572,032 – 572,032

Minimum pension liability adjustment per
FAS 158 – – – – 4,213 4,213

Unrealized net gains on securities
available for sale arising during the
year – – – – 14,649 14,649

Reclassification of net realized gains on
securities available for sale included in
net income – – – – (270) (270)

Unrealized net losses on cash flow
derivative hedges arising during the
year – – – – (204) (204)

Reclassification of net gains on cash flow
derivative hedges included in net
income – – – – (965) (965)

Comprehensive income – – – 572,032 17,423 589,455

Adjustment to initially apply FASB Statement
No. 158, net of tax – – – – (36,851) (36,851)

Other – – 1,757 – – 1,757

Dividends – – – (82,589) – (82,589)

Capital infusion related to pushdown of
goodwill – – 5,206 – – 5,206

Capital infusion related to purchase of credit
card portfolio – – 2,229 – – 2,229

Balance, December 31, 2006 4,773,943 $ 5 $7,721,364 $1,190,889 $(101,765) $8,810,493

The accompanying notes are an integral part of these consolidated financial statements.
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BANK OF THE WEST AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollars in thousands) 2006 2005
Year Ended December 31,

Cash flows from operating activities
Net income $ 572,032 $ 525,661
Adjustments to reconcile net income to net cash provided by operating activities:

Provision for loan losses 60,000 22,000
Net losses (gains) on sales of securities available for sale (455) 1,299
Net gains on sales of loans (10,534) (6,143)
Net decrease in trading assets 1,711 1,932
Depreciation and amortization 124,794 113,472
Deferred income taxes (27,892) (1,971)
Decrease (increase) in interest receivable and other assets 78,291 (122,377)
Increase (decrease) in interest payable and other liabilities 63,035 (147,052)
Net increase in loans held for sale (42,181) (10,110)

Net cash provided by operating activities 818,801 376,711

Cash flows from investing activities
Securities available for sale

Proceeds from maturities and prepayments 1,569,805 2,981,082
Proceeds from sales 1,198,931 532,645
Purchases, net of impact from acquisition (1,380,232) (4,619,167)

Net decrease (increase) in loans resulting from originations and collections (68,477) 814,109
Purchases of loans and leases, net of impact from acquisition (1,915,558) (3,524,889)
Proceeds from sales of loans 226,116 58,488
Net decrease in vehicle and equipment operating leases resulting from originations and

collections 15,352 16,152
Net cash (paid) provided by acquisitions – (1,170,062)
Purchase of premises and equipment, net of impact from acquisition (83,104) (57,522)
Net increase in bank-owned life insurance investment (13,157) (252,954)
Other, net (22,545) (15,976)

Net cash used in investing activities (472,869) (5,238,094)

Cash flows from financing activities
Net increase in deposits, net of impact from acquisition 3,534,509 1,937,360
Net increase (decrease) in short-term borrowings (3,338,374) 2,035,580
Proceeds from issuance of long-term debt 1,750,000 3,512,176
Repayment of long-term debt (2,011,885) (3,389,414)
Cash dividends paid (82,589) (212,898)
Capital infusion from BancWest (parent) – 1,345,000

Net cash provided by (used in) financing activities (148,339) 5,227,804

Net increase (decrease) in cash and cash equivalents 197,593 366,421
Cash and cash equivalents at beginning of year 2,099,621 1,733,200

Cash and cash equivalents at end of year $ 2,297,214 $ 2,099,621

Supplemental disclosures
Interest paid $ 1,318,963 $ 587,035
Income taxes paid 242,888 382,354
Noncash investing and financing activities:

Transfers from loans to foreclosed properties 11,143 4,536
Transfers from securities available for sale to trading assets 5,000 –
Noncash capital infusion from Bancwest (parent) 7,435 –

Acquisitions and mergers:
Fair value of assets acquired $ – $10,794,077
Cash paid – (1,319,351)

Fair value of liabilities assumed $ – $ 9,474,726

The accompanying notes are an integral part of these consolidated financial statements.
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1. Organization and Summary of Significant Accounting Policies

Bank of the West (the “Bank”) is a State of California chartered bank that is not a member of the Federal
Reserve System. The Bank has 679 branch banking locations (661 full service retail branches and 18 limited
service retail offices) and other commercial banking offices located in Arizona, California, Colorado, Idaho,
Iowa, Kansas, Minnesota, Missouri, Nebraska, Nevada, New Mexico, North Dakota, Oklahoma, Oregon,
South Dakota, Utah, Washington, Wisconsin and Wyoming providing a wide range of financial services to
both consumers and businesses. The Bank also has branches serving Pacific Rim customers, specializing in
domestic and international products and services in predominantly Asian American communities. Lending
and other services focus on corporate, consumer and smaller middle market businesses. The Bank’s principal
subsidiaries include Essex Credit Corporation (“Essex”), BW Insurance (“BWI”) and BancWest Investment
Services, Inc. (“BWIS”). In February 2005, BWIS, previously a direct subsidiary of BancWest Corporation,
became a subsidiary of Bank of the West.

At December 31, 2006 BancWest Corporation (“BancWest”), a financial holding company, owned
84.509% of the outstanding common stock of the Bank. The balance of the Bank’s common stock is held by
BNP Paribas. BancWest’s other bank subsidiary (wholly owned) is First Hawaiian Bank. The Bank has no
preferred or non-voting stock outstanding. BancWest is a wholly owned subsidiary of BNP Paribas (BNPP).

The Bank’s primary regulators are the Federal Deposit Insurance Corporation (“FDIC”) and the
California Department of Financial Institutions. The Bank is a member of the Federal Home Loan Bank
System and is required to maintain an investment in the capital stock of the Federal Home Loan Bank. The
Bank maintains insurance on its customer deposit accounts with the FDIC, which requires quarterly payments
of deposit insurance premiums.

The accounting and reporting policies of the Bank and its subsidiaries conform with accounting
principles generally accepted in the United States (“GAAP”) and practices within the banking industry. The
following is a summary of the significant accounting policies.

Consolidation
The accompanying consolidated financial statements include the accounts of Bank of the West and all of

its subsidiaries. All material intercompany transactions among the Bank and its subsidiaries have been
eliminated.

Use of Estimates in the Preparation of Financial Statements
The preparation of financial statements in accordance with GAAP requires management to make

estimates and assumptions that affect the amounts reported in our consolidated financial statements and
accompanying notes. Management bases its estimates on historical experience and various other assumptions
believed to be reasonable. Although these estimates are based on management’s best knowledge of current
events and actions that may impact the Bank in the future, actual results may be different from the estimates.

Reclassifications
Certain amounts in the financial statements for the prior year have been reclassified to conform with the

current financial statement presentation.

Business Combinations
Business combinations are accounted for using the purchase method of accounting and the net assets of

the businesses acquired are recorded at their fair values at the date of acquisition.

Cash and Due from Banks
Cash and due from banks include amounts due from other financial institutions as well as in-transit

clearings. Under the terms of the Depository Institutions Deregulation and Monetary Control Act, the Bank is
required to maintain reserves with the Federal Reserve Bank based on the amount of deposits held. The
average amount of these reserve balances, including coin and currency, was $490 million for 2006 and
$584 million for 2005.
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For purposes of the consolidated statement of cash flows, the Bank considers cash and due from banks,
interest-bearing deposits in other banks and Federal funds sold and securities purchased under agreements to
resell (with original maturities of less than three months) to be cash equivalents.

Securities
Securities consist predominantly of debt and asset-backed securities issued by the U.S. Treasury,

U.S. Government agencies, corporations, government sponsored agencies and state and local government
units. These securities have been adjusted for amortization of premiums or accretion of discounts using the
interest method. All securities transactions are recorded on a trade date basis. Securities are classified as
follows:

(1) Trading securities are debt and equity securities that are bought and held principally for the purpose of
selling them in the near term. These securities are reported at fair value, with unrealized gains and losses
included in current earnings.

(2) Securities available for sale are debt and equity securities, which the Company does not have a positive
intent and ability to hold to maturity and which are not trading securities. Available-for-sale securities are
reported at fair value, with unrealized gains and losses reported in other comprehensive income as a
separate component of stockholder’s equity.

Gains and losses realized on the sales of securities are determined using the specific identification
method.

Loans Held for Sale
Loans held for sale are carried at the lower of cost or market value. Gains and losses on loan sales (sales

proceeds minus carrying value) are recorded in noninterest income. Direct loan origination costs and fees are
deferred at origination of the loan.

Loans and Leases
Loans held in portfolio are recorded at the principal amount outstanding, adjusted for deferred loan costs

or fees and any discounts or premiums on purchased loans. Deferred fees and discounts or costs and premiums
are accreted or amortized using the interest method over the contractual term of the loan adjusted for actual
prepayments.

We recognize unaccreted or unamortized fees, costs, premiums and discounts on loans and leases paid in
full as a component of interest income. Interest income is accrued and recognized on the principal amount
outstanding unless the loan is determined to be impaired and placed on nonaccrual status. (See Impaired and
Nonaccrual Loans and Leases below.)

We also charge other loan and lease fees consisting of delinquent payment charges and other common
loan and lease servicing fees, including fees for servicing loans sold to third parties. We recognize these fees
as income when earned.

We provide lease financing under a variety of arrangements, primarily consumer automobile leases,
commercial equipment leases and leveraged leases.

• Unearned income on financing leases is accreted over the lives of the leases to provide a constant
periodic rate of return on the net investment in the lease.

• Leveraged lease transactions are subject to outside financing through one or more participants,
without recourse to the Bank. These transactions are accounted for by recording as the net investment
in each lease the aggregate of rentals receivable (net of principal and interest on the related
nonrecourse debt) and the estimated residual value of the equipment less the unearned income.
Income from these lease transactions is recognized during the periods in which the net investment is
positive.
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Purchased Impaired Loans
The accounting for acquired impaired loans is governed by the American Institute of Certified Public

Accountants (AICPA) Statement of Position 03-3 (SOP 03-3), Accounting for Certain Loans or Debt
Securities Acquired in a Transfer. SOP 03-3 applies to individual loan purchases, portfolio purchases, and
loans acquired in a purchase business combination. It does not apply to loans to borrowers in good standing
under revolving credit agreements, such as credit cards and home equity loans, loans carried at fair value on
the balance sheet, or leases.

For acquired loans for which the Bank does not expect to receive all contractual cash flows due, we
generally record the loans at their fair values, which represent the present value of cash flows actually
expected to be received. At the time of acquisition, no amount is included for these loans in the allowance for
loan and lease losses. The difference between the contractual payments due and the cash flows expected to be
received is considered the non-accretable difference and is not accreted into income. The difference between
the total cash flows expected to be received and the fair value of the loans acquired is the accretable discount,
which is accreted into interest income using the effective interest method over the period the loans are
expected to be held. The Bank periodically updates its estimates of the cash flows expected to be received;
increases in estimated cash flows are reflected as increases in the accretable difference and recorded as
income over the remaining term of the loan; decreases in estimated cash flows are recognized as impairment
through the allowance for loan and lease losses. Depending on the size and risk characteristics of the acquired
loans, the loans may be accounted for individually or aggregated into pools.

Impaired and Nonaccrual Loans and Leases
We evaluate certain loans and leases for impairment on a case-by-case basis. Examples of such loans and

leases include commercial loans, commercial real estate loans and construction loans. We consider a loan to
be impaired when it is probable that we will be unable to collect all amounts due according to the contractual
terms of the loan. We measure impairment based on the present value of the expected future cash flows
discounted at the loan’s effective interest rate, except for collateral-dependent loans and leases.

For collateral-dependent loans and leases, we measure impairment based on the fair value of the
collateral less disposition costs. On a case-by-case basis, we may measure impairment based upon a loan’s
observable market price.

We collectively evaluate for impairment large groups or pools of homogeneous loans with smaller
balances that are not evaluated on a case-by-case basis. Examples of such small balance portfolios are
consumer loans, residential mortgage loans and small business loans. The risk assessment process includes
the use of estimates to determine the inherent loss in these portfolios. Loss forecast estimates are utilized for
consumer products, which consider a variety of factors including, but not limited to, historical loss
experience, estimated defaults or foreclosures based on portfolio trends and delinquencies. These factors
are updated frequently to capture changes in the characteristics of subject portfolios and changes in the Bank’s
business strategies.

We generally place a loan on nonaccrual status:

• When management believes that collection of principal or income has become doubtful; or

• When loans or leases are 90 days past due as to principal or interest, unless they are well secured and
in the process of collection.
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Not all impaired loans are necessarily placed on nonaccrual status; for example, restructured loans
performing under restructured terms beyond a specific period may be classified as accruing, but may still be
deemed impaired. Impaired loans without a related allowance for loan and lease losses are generally
collateralized by assets with fair values in excess of the recorded investment in the loans.

When we place a loan or lease on nonaccrual status, previously accrued and uncollected interest is
reversed against interest income of the current period. When we receive a cash interest payment on a
nonaccrual loan or lease, we apply it as a reduction of the principal balance when we have doubts about the
ultimate collection of the recorded balance. Otherwise, we record such payments as income.

Nonaccrual loans and leases are generally returned to accrual status when they: (1) become current as to
principal and interest and have demonstrated a sustained period of payment performance; or (2) become both
well secured and in the process of collection.

Allowance for Loan and Lease Losses
We maintain the allowance for loan and lease losses (the “Allowance”) at a level which, in management’s

judgment, is adequate to absorb probable losses in the Bank’s loan and lease portfolio. While the Bank has a
formalized methodology for determining an adequate and appropriate level of the Allowance, estimates of
inherent loan and lease losses involve judgment and assumptions as to various factors which deserve current
recognition in the Allowance. Principal factors considered by management in determining the Allowance
include historical loss experience, the value and adequacy of collateral, the level of nonperforming loans and
leases, the growth and composition of the portfolio, periodic review of loan and lease delinquencies, results of
examinations of individual loans and leases and/or evaluation of the overall portfolio by senior credit
personnel, internal auditors and regulators, known and inherent risks in the portfolio, adverse situations that
may affect the borrower’s ability to repay and general economic conditions.

The Allowance consists of two components, allocated and unallocated. The allocated portion of the
allowance includes reserves that are allocated based on impairment analyses of specific loans or pools of
loans as described under “Impaired and Nonaccrual Loans and Leases” above. The unallocated portion of the
allowance for loan and lease losses is maintained to cover uncertainties in the range of probable outcomes
inherent in the estimate of inherent losses. These uncertainties include the imprecision inherent in the
forecasting methodologies and certain industry and geographic concentrations (including global economic
uncertainty). Management assesses each of these components to determine the overall level of the unallocated
portion. The relationship of the unallocated component to the total allowance for loan and lease losses may
fluctuate from period to period. Management evaluates the adequacy of the allowance for loan and lease
losses based on the combined total of allocated and unallocated components.

The Allowance is increased by provisions for loan and lease losses and reduced by charge-offs, net of
recoveries. Consumer loans and leases are generally charged off upon reaching a predetermined delinquency
status that ranges from 120 to 180 days and varies by product type. Other loans and leases may be charged off
to the extent they are classified as loss, either internally or by the Bank’s regulators. Recoveries of amounts
that have previously been charged off are credited to the Allowance and are generally recorded only to the
extent that cash is received.

The provision for loan and lease losses reflects management’s judgment of the current period cost of
credit risk inherent in the Bank’s loan and lease portfolio. Specifically, the provision for loan and lease losses
represents the amount charged against current period earnings to achieve an allowance for loan and lease
losses that in management’s judgment is adequate to absorb probable losses inherent in the Bank’s loan and
lease portfolio. Accordingly, the provision for loan and lease losses will vary from period to period based on
management’s ongoing assessment of the adequacy of the Allowance.
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Premises and Equipment
Premises and equipment, including leasehold improvements, are stated at cost less accumulated

depreciation and amortization. Depreciation and amortization are computed on a straight-line basis over
the estimated useful lives of 10-39 years for premises, 3-20 years for equipment and the lower of the lease
term or remaining life for leasehold improvements.

Operating Lease Assets
Operating lease rental income for leased assets, generally automobiles, is recognized on a straight-line

basis. Related depreciation expense is recorded on a straight-line basis over the life of the lease taking into
account the estimated residual value of the leased asset. On a periodic basis, leased assets are reviewed for
impairment. Impairment loss is recognized if the carrying amount of leased assets exceeds their fair value and
is not recoverable. The carrying amount of leased assets is not recoverable if it exceeds the sum of the
undiscounted cash flows expected to result from the lease payments and the estimated residual value upon the
eventual disposition of the equipment. Auto lease receivables are generally charged off before they reach
149 days but no later than 239 days past due.

Intangible Assets
Business combinations are accounted for using the purchase method of accounting, which generally

results in recording goodwill. We identify and recognize intangible assets other than goodwill that are
acquired individually, with a group of assets or as part of a business combination.

Core deposit and other intangible assets determined to have finite lives are amortized over their
estimated useful lives and are also subject to impairment testing. We review core deposit and other
identifiable intangible assets for impairment whenever events or changes in circumstances indicate that
we may not recover our investment in the underlying assets or liabilities which gave rise to such core deposit
and other identifiable intangible assets.

Goodwill represents the cost of acquired businesses in excess of the fair value of net assets of those
acquired businesses. Goodwill and certain other intangible assets, which do not possess finite lives, are not
amortized into net income over an estimated life but rather are tested at least annually for impairment.
Goodwill is subject to a two-step impairment test. The first step of impairment testing compares the fair value
of the reporting unit, which is an individual business segment of the Bank, to the carrying amount. If the
carrying amount exceeds the fair value, then a second step is conducted whereby we assign fair values to
identifiable assets and liabilities, leaving an implied fair value for goodwill. The implied fair value is
compared with the carrying amount of the goodwill. If the implied fair value of the goodwill is less than the
carrying amount, an impairment loss is recognized. Goodwill is tested for impairment on an annual basis, and
between annual tests if circumstances change that would reduce the fair value of goodwill below its carrying
value. The Bank’s goodwill was tested for impairment in the fourth quarter of 2006 and 2005 and none was
identified.

Other Real Estate Owned and Repossessed Personal Property
Other real estate owned (“OREO”) and repossessed personal property is primarily comprised of

properties that we acquired through foreclosure proceedings. We value these properties at the lower of
the recorded balance of the loan or the fair value of the property at the time we acquire them, which establishes
their new cost basis. We charge against the Allowance any losses arising at the time of acquisition of such
properties. After we acquire them, we carry such properties at the lower of cost or fair value less estimated
selling costs. If we record any write-downs or losses from the disposition of such properties after acquiring
them, we include this amount in other noninterest expense.
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Transfers and Servicing of Financial Assets
A transfer of financial assets is accounted for as a sale when control is surrendered over the assets

transferred. Servicing rights and other retained interests in the assets sold are recorded by allocating the
previously recorded investment between the asset sold and the interest retained based on their relative fair
values, if practicable to determine, at the date of transfer. Fair values of servicing rights and other retained
interests are determined using present value of estimated future cash flows valuation techniques, incorpo-
rating assumptions that market participants would use in their estimates of values.

Servicing rights are periodically assessed for impairment. Any such indicated impairment is recognized
in income during the period in which it occurs. Servicing rights are amortized over the period of estimated net
servicing income. The amortization takes into account prepayment assumptions and is included in the
consolidated statement of income under the caption, “other service charges and fees.” For the years presented,
servicing assets and the related amortization and other retained interests were not material.

Securities purchased under agreements to resell and securities sold under agreements to repurchase
generally qualify as financing transactions under generally accepted accounting principles. We carry such
securities at the amounts at which they subsequently will be resold or reacquired as specified in the respective
agreements, including accrued interest. It is our policy to take possession of securities purchased under
agreements to resell. We monitor the fair value of the underlying securities as compared to the related
receivable, including accrued interest, and as necessary, we request additional collateral. Where deemed
appropriate, our agreements with third parties specify our rights to request additional collateral. The Bank or a
custodian holds all collateral.

Income Taxes
We recognize current income tax expense in an amount which approximates the amount of tax to be paid

or refunded for the current period. We recognize deferred income tax liabilities and assets for the expected
future tax consequences of events that we include in our financial statements or tax returns. Under this
method, we determine deferred income tax liabilities and assets based on the difference between the financial
statement and tax bases of assets and liabilities using enacted tax rates in effect for the years in which the
differences are expected to reverse. Throughout the year the Bank reviews for any necessary accruals or
reversals of reserves for uncertain tax positions.

We account for excise tax credits relating to premises and equipment under the flow-through method,
recognizing the benefit in the year the asset is placed in service. The excise tax credits related to leased
equipment, except for excise tax credits that are passed on to lessees, are recognized during the periods in
which the net investment is positive.

The Bank is included in a consolidated Federal income tax return filed by BancWest. Federal income tax
payments are generally allocated to individual subsidiaries as if each had filed a separate return. State taxes
are also allocated to individual subsidiaries. Amounts equal to income tax benefits of those subsidiaries
having taxable losses or credits are reimbursed by other subsidiaries which would have incurred current
income tax liabilities.

Stock-Based Compensation
As previously allowed under the provisions of FAS No. 123, Accounting for Stock-Based Compensation,

the Bank recognized compensation expense for periods prior to 2006 using the intrinsic value-based method
of valuing stock options prescribed in Accounting Principles Board Opinion No. 25, Accounting for Stock
Issued to Employees and related Interpretations. Under the intrinsic value-based method, compensation cost is
measured as the amount by which the quoted market price at the date of grant exceeds the stock option
exercise price.
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On January 1, 2006 the Bank began expensing the fair value of stock options as required under Financial
Accounting Standard No. 123 (revised 2004) Accounting for Share-Based Payment (FAS 123R). The expense
is based on the grant date fair value of the awards as disclosed below, adjusted for expected forfeitures. As
allowed by FAS 123R, the Bank uses the modified prospective application to record expense over the
remaining required service period for the portion of the existing stock options for which the required service
had not been rendered as of December 31, 2005. Compensation expense for awards of stock-based
compensation subsequent to January 1, 2006 was computed and recorded using the provisions of FAS 123R.

Certain members of Bank of the West’s senior management team received stock option awards from
BNPP for shares of BNPP Stock. The stock options were awarded in the years 2003 through 2006. The options
do not vest until after the fourth year, at which time they are exercisable from the fourth anniversary through
the tenth anniversary date (the expiration date) for the 2003 and 2004 grants and through the eighth
anniversary date for the 2005 and 2006 grants. The range of exercise prices for the 2003-2006 options were
$39.07 through $92.02. As of December 31, 2006, no stock options were vested, exercised, exercisable or
expired. Annual stock option awards are recognized over the vesting period and reflected as compensation
expense, which was $1.8 million and $0.1 million at December 31, 2006 and 2005, respectively. The related
income tax benefit recognized in the income statement was $0.7 million and zero for 2006 and 2005,
respectively.

The following table is a summary of stock option activity:

Number

Weighted
average
exercise

price

Weighted
average

remaining
contractual

life
(in years)

Options outstanding as of December 31, 2004 222,000 $44.66 8.48
2005:

Granted 143,000 71.42
Forfeited (3,000) 67.76

Options outstanding as of December 31, 2005 362,000 $55.04 7.38

2006:
Granted 176,620 92.02
Forfeited (8,479) 76.01

Options outstanding as of December 31, 2006 530,141 $67.16 6.67
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The following table illustrates the effect on net income for the period indicated if the Bank had applied
the fair value recognition provisions of FAS No. 123 to stock-based employee compensation prior to 2006.

(dollars in thousands)

(unaudited)
Year Ended

December 31,
2005

Net Income (as reported) $525,661
Add: Stock-based compensation expense recognized during

the period, net of tax effects 64
Less: Stock-based employee compensation expense

determined under fair value-based method, net of taxes (726)
Pro Forma Net Income $524,999

The fair value of each stock option was estimated on the date of grant using a trinomial tree pricing
model. The weighted-average grant-date fair value of options granted during the years 2006 and 2005 was
$16.14 and $7.49, respectively. The following table presents the weighted-average assumptions used.

2006 2005

Dividend Yield 3.50% 4.33%
Expected Volatility 21.36 13.37
Risk free interest rate 3.84 3.54
Expected Life (in years) 8 8

A summary of the status of the Bank’s nonvested shares and changes during the year ended December 31,
2006, is presented below.

Outstanding Shares Number

Weighted-Average
Grant-Date
Fair Value

Outstanding at January 1, 2006 362,000 $14.21
Granted 176,620 16.14
Forfeited (8,479) 10.33
Outstanding at December 31, 2006 530,141 14.85

Derivative Instruments and Hedging Activities
Derivatives are recognized on the consolidated balance sheet at fair value. On the date the Bank enters

into a derivative contract, the Bank designates the derivative instrument as (1) a hedge of the fair value of a
recognized asset or liability or of an unrecognized firm commitment (“fair value” hedge), (2) a hedge of a
forecasted transaction or the variability of cash flows to be received or paid related to a recognized asset or
liability (“cash flow” hedge) or (3) held for trading, customer accommodation or not qualifying for or
designated as intended for hedge accounting (“free-standing derivative instruments”). For a fair value hedge,
changes in the fair value of the derivative instrument and changes in the fair value of the hedged asset or
liability or of an unrecognized firm commitment attributable to the hedged risk are recorded in current period
income. For a cash flow hedge, to the extent that the hedge is considered effective, changes in the fair value of
the derivative instrument are recorded in other comprehensive income within stockholder’s equity and
subsequently reclassified to net income in the same period(s) that the hedged transaction impacts net income
in the same financial statement category as the hedged item. For freestanding derivative instruments, changes
in the fair values are reported in current period income. The Bank formally documents the relationship
between hedging instruments and hedged items, as well as the risk management objective and strategy for
undertaking various hedge transactions. This process includes linking all derivative instruments that are
designated as hedges to identified assets and liabilities on the consolidated balance sheet, an unrecognized
firm commitment or a forecasted transaction. The Bank also formally assesses, both at the inception of the

-13-
2006 Bank of the West Annual Report



hedge and on a quarterly basis, whether the derivative instruments used are highly effective in offsetting
changes in fair values of or cash flows related to hedged items. Any portion of the changes in fair value of
derivatives designated as a hedge that is deemed ineffective is recorded in current period earnings; this
amount was not material in 2006 or 2005.

The Bank occasionally purchases or originates financial instruments that contain an embedded deriv-
ative instrument. At the inception of the financial instrument, the Bank assesses whether the economic
characteristics of the embedded derivative instrument are clearly and closely related to the economic
characteristics of the financial instrument (host contract), whether the financial instrument that embodies
both the embedded derivative instrument and the host contract is currently measured at fair value with
changes in fair value reported in earnings and whether a separate instrument with the same terms as the
embedded instrument would meet the definition of a derivative instrument. If the embedded derivative
instrument is determined not to be clearly and closely related to the host contract, the combined instrument is
not currently measured at fair value with changes in fair value reported in earnings, and the embedded
derivative instrument would qualify as a derivative instrument, the embedded derivative instrument is
separated from the host contract and carried at fair value with changes recorded in current period earnings.

Recent Accounting Standards
The following section highlights important developments in the area of accounting and disclosure

requirements as promulgated by various standard setting and regulatory bodies. Chief among these are the
federal financial institutions regulators, the Securities and Exchange Commission and the Financial
Accounting Standards Board (FASB). The following section highlights important developments in the area
of accounting and disclosure requirements. This discussion is not intended to be a comprehensive listing of
the impact of all standards and rules adopted.

In February 2007, the FASB issued Statement No. 159 (FAS 159), The Fair Value Option for Financial
Assets and Financial Liabilities. This statement allows the bank to elect whether eligible items will be
recorded at fair value and requires additional disclosures for those items. The determination of fair value will
be determined on an instrument-by-instrument basis at an election date, as defined within the statement. This
statement is effective for fiscal years beginning after November 15, 2007. Management is currently assessing
the impact to the Bank’s financial statements.

In September 2006, the FASB issued Statement No. 158 (FAS 158), Employer’s Accounting for Defined
Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106 and
132(R). This statement requires the recognition of a plan’s funded status as an asset or liability within the
December 31, 2006 balance sheet through an adjustment to accumulated other comprehensive income. This
statement also requires that plan assets and benefit obligations be measured at the balance sheet date for
periods ending after December 15, 2008. FAS 158 requires additional disclosure within the notes to the
financial statements. See Note 17 (Benefit Plans) to the consolidated financial statements for a description of
the impact this statement had on our December 31, 2006 balance sheet and for additional information.

In September 2006, the FASB also issued Statement No. 157, Fair Value Measurements. This statement
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 at the measurement date. This statement also establishes a framework
for measuring the fair value and enhances the disclosure of fair values within the financial statements. This
statement is effective for fiscal years beginning after November 15, 2007. Management is currently assessing
the impact to the Bank’s financial statements.

In September 2006, the FASB’s Emerging Issues Task Force (EITF) issued Consensus No. 06-5,
Accounting for Purchases of Life Insurance — Determining the Amount That Could Be Realized in Accor-
dance with FASB Technical Bulletin No. 85-4, Accounting for Purchases of Life Insurance. This EITF issue
clarifies the amount that is to be recognized for company-owned and bank-owned life insurance. The EITF
states that the employer must consider the contractual provisions and cash surrender values on a
policy-by-policy basis. In addition, payments that will be made beyond one year should be discounted.
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This EITF is effective for fiscal years beginning after December 15, 2006. Management is currently assessing
the impact to the Bank’s financial statements.

In July 2006, the FASB issued FASB Staff Position (FSP) No. 13-2, Accounting for a Change or
Projected Change in the Timing of Cash Flows Relating to Income Taxes Generated by a Leveraged Lease
Transaction. This FSP requires that the Bank review the cash flows relating to income taxes generated from
leveraged lease transactions once a year or when events or circumstances indicate that a change in cash flows
will occur. If a change or projected change in the timing of the cash flows occurs, the FSP requires the
recalculation of lease income resulting from income taxes generated from leveraged lease transactions. In the
initial year of recognition, the cumulative effect of applying this FSP is to be reflected within the beginning
balance of retained earnings with the offsetting entry to the investment in leveraged leases. This FSP is
effective for fiscal years beginning after December 15, 2006. The adoption of this FSP did not have a material
effect to our financial statements as the Bank does not enter into leveraged lease transactions; however, we do
have a few leveraged leases remaining from recent acquisitions.

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an
Interpretation of FASB Statement No. 109. This interpretation clarifies the recognition and reporting for
income tax positions when the tax law is not clear. This interpretation is effective for fiscal years beginning
after December 15, 2006 and requires that upon adoption, any necessary adjustment be recorded to the
beginning balance of retained earnings. We believe this statement will not have a material impact on our
financial statements.

In March 2006, the FASB issued Statement No. 156, Accounting for Servicing of Financial Assets, an
amendment of FASB Statement No. 140. This statement requires the recognition of a servicing asset or
servicing liability at the time of entering into an obligation to service a financial asset. If practicable, this
statement requires that all separately recognized servicing assets and servicing liabilities be initially measured
at fair value. After the initial measurement, this statement permits an entity to amortize servicing assets and
servicing liabilities over the servicing period or measure the fair value at each reporting date and report the
change in fair values within earnings of the current period. In addition, this statement requires separate
presentation of servicing assets and servicing liabilities within the balance sheet and requires disclosures for
all separately recognized servicing assets and liabilities. This statement is effective for fiscal years beginning
after September 15, 2006. We do not believe this statement will have a material impact on our financial
statements.

In February 2006, the FASB issued Statement No. 155, Accounting for Certain Hybrid Financial
Instruments, an amendment of FASB Statements No. 133 and 140. This statement permits fair value
remeasurement for any hybrid financial instrument that contains an embedded derivative that otherwise
would require bifurcation, clarifies which interest-only strips and principal-only strips are not subject to the
requirements of Statement 133, establishes a requirement to evaluate interests in securitized financial assets
to identify interests that are freestanding derivatives or that are hybrid financial instruments that contain an
embedded derivative requiring bifurcation, clarifies that concentrations of credit risk in the form of
subordination are not embedded derivatives and amends Statement 140 to eliminate the prohibition on a
qualifying special-purpose entity from holding a derivative financial instrument that pertains to a beneficial
interest other than another derivative financial instrument. The statement is effective for fiscal years
beginning after September 15, 2006. We do not believe this statement will have a material impact on our
financial statements.
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2. Mergers and Acquisitions

Commercial Federal Corporation Acquisition
On December 2, 2005, the Bank completed its acquisition of 100 percent of the outstanding stock of

Commercial Federal Corporation (“Commercial Federal”), a holding company that operated Commercial
Federal Bank. At the date of the acquisition, Commercial Federal operated 204 branch banking locations (199
full service retail branches and five limited service retail offices). The acquisition added three new states to
the Bank’s footprint (Kansas, Missouri and Oklahoma) and expanded the Bank’s existing network in Arizona,
Colorado, Iowa and Nebraska. The results of operations of Commercial Federal were included in our
consolidated financial statements beginning December 3, 2005. The banking operations of Commercial
Federal were fully integrated into Bank of the West’s branch network on the date of acquisition, at which time
Commercial Federal merged with and into Bank of the West. The purchase price of approximately $1.3 billion
was paid in cash.

The following table summarizes the final purchase price allocation of the Commercial Federal
acquisition:

(dollars in thousands)

Total purchase price of Commercial Federal, including transaction costs $1,329,876
Equity of Commercial Federal prior to acquisition by BancWest 729,112

Excess of equity over the carrying value of net assets acquired 600,764

Adjustments to reflect assets acquired and liabilities assumed at fair value:
Loans and leases 84,983
Premises and equipment 6,379
Other assets (95,182)
Severance and employee relocation 41,127
Contract cancellations 28,937
Intangibles 73,589
Deposits 2,692
Debt 135,198
Other liabilities 21,296

Fair value adjustments related to net assets acquired 299,019

Goodwill resulting from the merger with Commercial Federal $ 899,783

As of December 31, 2005, $45.9 million of exit costs related to Commercial Federal activities were
recorded as purchase accounting adjustments which resulted in an increase to goodwill. Approximately 190
employees were displaced in conjunction with the acquisition. Cash outlays for exit and restructuring costs are
substantially completed. Below is a summarization of the exit cost activity related to this acquisition.

(dollars in thousands)

Severance
and

Relocation
Contract

Terminations

Sublease
Loss

Reserves

Write-
down of

Fixed
Assets

Write-
down of
Prepaid

Expenses Total

Balance, December 31, 2005 $ 2,837 $ 32,795 $38 $9,022 $1,195 $ 45,887
Adjustments, net 618 (3,847) - - 49 (3,180)
Cash Payments (2,385) (28,893) - - - (31,278)
Balance, December 31, 2006 $ 1,070 $ 55 $38 $9,022 $1,244 $ 11,429
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3. Transactions with Affiliates

The Bank participates in various transactions with its affiliates, including BancWest, First Hawaiian
Bank, BNP Paribas and its affiliates. Junior subordinated debt of $181 million is owed to the CFB Capital III,
CFB Capital IV, Commercial Federal Capital I, Commercial Federal Capital II and Commercial Federal
Capital III trusts (see Notes 4 and 13). Subordinated notes of $50 million were sold directly to BNP Paribas by
Bank of the West. They are subordinated to the claims of depositors and creditors and qualify for inclusion as
a component of risk-based capital under current FDIC guidelines for assessing capital adequacy.

These transactions are subject to review by the FDIC and other regulatory authorities. The transactions
are required to be on terms at least as favorable to the Bank as those prevailing at the time for similar non-
affiliate transactions. These transactions have included the sales and purchases of assets, foreign exchange
activities, financial guarantees, international services, interest rate swaps and intercompany deposits and
borrowings.

Amounts due to and from affiliates and off-balance-sheet transactions at December 31, 2006 and 2005
were as follows:

(dollars in thousands) 2006 2005

Cash and due from banks $ 50,672 $ 46,326
Noninterest-bearing demand deposits 39,607 33,890
Time certificates of deposit 520,000 20,250
Other liabilities 8,639 6,743
Long-term debt 310,000 365,000
Subordinated debt(1) 51,088 175,454
Junior subordinated notes(1) 180,801 186,341
Structured repurchase agreement - 400,000
Off-balance sheet transactions:

Standby letters of credit 48,815 57,354
Guarantees received 11,587 11,150
Commitments to purchase foreign currencies(2) 64,187 50,203
Commitments to sell foreign currencies(2) 18,169 9,137

Interest rate contracts(2) 720,087 519,695
(1) Includes purchase accounting adjustments of $6.9 million and $12.8 million at December 31, 2006 and 2005, respectively.
(2) Represents the notional amount of derivative financial instruments that are carried on our balance sheet at fair value.

Interest expense to affiliates for 2006 and 2005 was $69.9 million and $52.4 million, respectively.
Income from affiliate transactions was not material.
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4. Variable Interest Entities (VIEs)

The Bank is associated with entities that meet the definition of a VIE under FASB Interpretation No. 46R,
but do not meet the requirements for consolidation.

The Bank owns several limited partnership interests in low-income housing developments in conjunc-
tion with the Community Reinvestment Act. Limited partners do not participate in the control of the
partnerships’ businesses. The general partner exercises the day-to-day control and management of the
projects. The general partners have exclusive control over the partnerships’ businesses and have all of the
rights, powers, and authority generally conferred by law or necessary, advisable or consistent with accom-
plishing the partnerships’ businesses. FIN 46 indicates that if an entity (e.g., limited partner) cannot sell,
transfer, or encumber its interests in the VIE without the prior approval of an enterprise (e.g., general partner),
the limited partner is deemed to be a de facto agent for the general partner. The Bank is considered to be a de
facto agent for the general partner where the Bank has a limited partnership interest over 50%. The Bank is not
the primary beneficiary for these partnerships or for those where its interest is less than 50%. The business
purpose of these entities is to provide affordable housing within the Bank’s service area in return for tax
credits and tax loss deductions. At December 31, 2006 our subscription amount for these investments was
approximately $141.2 million with approximately $58.3 million as the residual contribution outstanding. We
are not obligated to fund deficiencies of the limited partnerships and our maximum exposure to losses is
limited to our subscription amount. Bargain purchase options are available for the general partners to
purchase the Bank’s portion of interests in the limited partnerships. These commitments were entered into
from 1991 through 2006.

In addition, the Bank has junior subordinated notes due to business trusts, which are described below.

CFB Capital III Trust is a Delaware business trust which was formed in 2002 and issued $60 million of
8.125% Cumulative Capital Securities. The proceeds of the offering were invested by CFB Capital III in
junior subordinated debentures of Community First, which were later assumed by BOW following the merger
of Community First with and into BOW. At December 31, 2006, CFB Capital III Trust’s total assets were
$62.9 million, comprised predominantly of BOW’s junior subordinated debentures. The debentures and the
associated interest expense make up BOW’s maximum exposure to losses for this trust. With regulatory
approval, the debentures can be redeemed no earlier than April 15, 2007, and mature April 15, 2032. All of the
common securities of CFB Capital III are owned by BOW, and therefore the preferred securities do not qualify
as Tier 1 capital.

CFB Capital IV Trust is a Delaware business trust which was formed in 2003 and issued $60 million of
7.60% Cumulative Capital Securities. The proceeds of the offering were invested by CFB Capital IV in junior
subordinated debentures of Community First, which were later assumed by BOW following the merger of
Community First with and into BOW. At December 31, 2006, CFB Capital IV Trust’s total assets were
$62.4 million, comprised predominantly of BOW’s junior subordinated debentures. The debentures and the
associated interest expense make up BOW’s maximum exposure to losses for this trust. With regulatory
approval, the debentures may be redeemed no earlier than March 15, 2008, and mature March 15, 2033. All of
the common securities of CFB Capital IV are owned by BOW, and therefore the preferred securities do not
qualify as Tier 1 capital.

Commercial Federal Capital Trust I (“CFC Trust I”), a Delaware statutory trust, was formed in 2003 and
issued $10 million of floating-rate capital securities. The proceeds of the offering were invested by CFC
Trust I in junior subordinated debentures of Commercial Federal, which were later assumed by BOW
following the merger of Commercial Federal with and into BOW. The capital securities and debentures bear
interest equal to three-month LIBOR as of the applicable reset date plus 2.95% (or 8.32% at December 31,
2006). At December 31, 2006, CFC Trust I total assets were $10.5 million, comprised predominantly of
BOW’s junior subordinated debentures. The debentures and the associated interest expense make up BOW’s
maximum exposure to losses for this trust. With regulatory approval, the debentures may be redeemed no
earlier than October 8, 2008, and mature October 8, 2033. All of the common securities of CFC Trust I are
owned by BOW, and therefore the preferred securities do not qualify as Tier 1 capital.
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Commercial Federal Capital Trust II (“CFC Trust II”), a Delaware statutory trust, was formed in 2004
and issued $25 million of floating-rate capital securities. The proceeds of the offering were invested by CFC
Trust II in junior subordinated debentures of Commercial Federal, which were later assumed by BOW
following the merger of Commercial Federal with and into BOW. The capital securities and debentures bear
interest equal to three-month LIBOR as of the applicable reset date plus 2.08% (or 7.44% at December 31,
2006). At December 31, 2006, CFC Trust II total assets were $25.9 million, comprised predominantly of
BOW’s junior subordinated debentures. The debentures and the associated interest expense make up BOW’s
maximum exposure to losses for this trust. With regulatory approval, the debentures may be redeemed no
earlier than December 15, 2009, and mature December 15, 2034. All of the common securities of CFC Trust II
are owned by BOW, and therefore the preferred securities do not qualify as Tier 1 capital.

Commercial Federal Capital Trust III (“CFC Trust III”), a Delaware statutory trust, was formed in 2005
and issued $20 million of floating-rate capital securities. The proceeds of the offering were invested by CFC
Trust III in junior subordinated debentures of Commercial Federal, which were later assumed by BOW
following the merger of Commercial Federal with and into BOW. The capital securities and debentures bear
interest equal to three-month LIBOR as of the applicable reset date plus 1.97% (or 7.34% at December 31,
2006). At December 31, 2006, CFC Trust III total assets were $20.8 million, comprised predominantly of
BOW’s junior subordinated debentures. The debentures and the associated interest expense make up BOW’s
maximum exposure to losses for this trust. With regulatory approval, the new debentures may be redeemed no
earlier than May 23, 2010, and mature May 23, 2035. All of the common securities of CFC Trust III are owned
by BOW, and therefore the preferred securities do not qualify as Tier 1 capital.

5. Securities Available for Sale

Amortized cost and fair value of securities available for sale at December 31, 2006 and 2005 were as
follows:

(dollars in thousands)
Amortized

Cost
Unrealized

Gains
Unrealized

Losses
Fair

Value
Amortized

Cost
Unrealized

Gains
Unrealized

Losses
Fair

Value

2006 2005

U.S. Treasury and other
U.S. government agencies
and corporations $ 168,462 $ 73 $ (1,881) $ 166,654 $ 197,924 $ 118 $ (2,058) $ 195,984

Government sponsored
agencies 1,643,617 900 (19,054) 1,625,463 2,268,493 296 (32,030) 2,236,759

Mortgage and asset-backed
securities:
Government agencies 96,081 264 (588) 95,757 154,182 783 (760) 154,205
Government sponsored

agencies 2,517,236 1,615 (65,911) 2,452,940 2,951,939 2,043 (74,916) 2,879,066
Other 1,723,964 1,376 (22,072) 1,703,268 398,238 2,969 (3,447) 397,760

Collateralized mortgage
obligations:
Government agencies 296 - (1) 295 415 - (1) 414
Government sponsored

agencies 269,256 448 (5,706) 263,998 828,798 426 (11,085) 818,139
Other 102,446 96 (808) 101,734 1,182,149 386 (17,795) 1,164,740

States and political
subdivisions 447,292 1,224 (2,147) 446,369 393,117 1,431 (1,206) 393,342

Other 33,119 1,258 (15) 34,362 54,427 180 (560) 54,047

Total securities available
for sale $7,001,769 $7,254 $(118,183) $6,890,840 $8,429,682 $8,632 $(143,858) $8,294,456
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The following table presents the unrealized gross losses and fair values of securities in the securities
available for sale portfolio by length of time that individual securities in each category have been in a continuous
loss position. Because the declines in fair value were a result of changes in market interest rates and the Bank has
both the ability and the intent to hold the securities until maturity or the fair value at least equals the recorded
cost, no other-than-temporary impairment was recorded on debt securities. However, from time to time, the
Bank may sell securities at a loss when it decides to restructure portions of the portfolio due to changing market
conditions. During the fourth quarter of 2006 and 2005, the Bank recognized an other-than-temporary
impairment of $0.1 million and $1.8 million respectively, on certain equity securities.

(dollars in thousands)
Unrealized

Losses
Fair

Value
Unrealized

Losses
Fair

Value
Unrealized

Losses
Fair

Value

Less Than 12 Months 12 Months or More Total
December 31, 2006

U.S. Treasury and other
U.S. Government agencies and
corporations $ (69) $ 1,869 $ (1,812) $ 162,004 $ (1,881) $ 163,873

Government sponsored agencies (314) 69,669 (18,740) 1,405,045 (19,054) 1,474,714
Mortgage and asset-backed securities:

Government agencies (88) 14,633 (500) 52,166 (588) 66,799
Government sponsored agencies (1,097) 197,737 (64,814) 2,063,378 (65,911) 2,261,115
Other (4,132) 455,512 (17,940) 967,545 (22,072) 1,423,057

Collateralized mortgage obligations:
Government agencies (1) 295 - - (1) 295
Government sponsored agencies (88) 23,605 (5,618) 198,091 (5,706) 221,696
Other (9) 9,917 (799) 82,741 (808) 92,658

State and political subdivisions (1,791) 208,965 (356) 31,507 (2,147) 240,472
Other (15) 142 - - (15) 142

Total securities available for sale $(7,604) $982,344 $(110,579) $4,962,477 $(118,183) $5,944,821

(dollars in thousands)
Unrealized

Losses
Fair

Value
Unrealized

Losses
Fair

Value
Unrealized

Losses
Fair

Value

Less Than 12 Months 12 Months or More Total
December 31, 2005

U.S. Treasury and other
U.S. Government agencies and
corporations $ (1,761) $ 67,485 $ (297) $ 18,106 $ (2,058) $ 85,591

Government sponsored agencies (21,428) 825,094 (10,602) 695,486 (32,030) 1,520,580
Mortgage and asset-backed securities:

Government agencies (760) 50,910 - - (760) 50,910
Government sponsored agencies (37,768) 1,312,393 (37,148) 843,485 (74,916) 2,155,878
Other (3,169) 11,139 (278) 31,683 (3,447) 42,822

Collateralized mortgage obligations:
Government agencies - - (1) 414 (1) 414
Government sponsored agencies (4,905) 14,585 (6,180) 218,676 (11,085) 233,261
Other (12,386) 241,212 (5,409) 193,570 (17,795) 434,782

State and political subdivisions (1,206) 24,857 - - (1,206) 24,857
Other (510) 12,699 (50) 24,433 (560) 37,132

Total securities available for sale $(83,893) $2,560,374 $(59,965) $2,025,853 $(143,858) $4,586,227
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Gross realized gains and losses on securities available for sale for the periods indicated were as follows:

(dollars in thousands) 2006 2005

Year Ended
December 31,

Realized gains $ 3,930 $ 2,317
Realized losses(1) (3,475) (3,616)
Realized net gains (losses) $ 455 $(1,299)

(1) Includes other-than-temporary impairment of $0.1 million and $1.8 million for 2006 and
2005, respectively.

The amortized cost, fair value and yield of securities available for sale at December 31, 2006, by
contractual maturity, are shown below. Expected maturities may differ from contractual maturities because
debt issuers may have the right to call or prepay obligations.

(dollars in thousands)
Total

Amount

Weighted
Average

Yield Amount Yield Amount Yield Amount Yield Amount Yield

Within
One Year

After One But
Within Five Years

After Five Years
But Within
Ten Years After Ten Years

Remaining Contractual Principal Maturity
December 31, 2006

U.S. Treasury and other
U.S. Government
agencies and
corporations $ 166,654 3.80% $127,540 3.80% $ 4,879 3.05% $ 32,931 3.84% $ 1,304 4.85%

Government sponsored agencies 1,625,463 4.12 751,124 3.54 812,529 4.62 61,810 4.66

Mortgage and asset-backed
securities:

Government agencies 95,757 4.20 - - 1,354 4.16 7,568 4.69 86,835 4.18

Government sponsored
agencies 2,452,940 4.47 - - 313,763 3.93 37,858 5.38 2,101,319 4.67

Other 1,703,268 5.50 - - 7,387 2.94 1,504 8.22 1,694,377 5.57

Collateralized and mortgage
obligations:

Government agencies 295 4.55 - - 295 4.55 - - - -

Government sponsored
agencies 263,998 4.32 134 5.15 8,327 4.93 127,053 4.77 128,484 4.02

Other 101,734 5.27 - - 452 6.30 700 7.52 100,582 5.29

State and political subdivisions(1) 446,369 6.86 9,821 7.00 19,278 5.72 97,599 6.41 319,671 7.10

Estimated fair value of debt
securities(2) $6,856,478 4.78% $888,619 3.62% $1,168,264 4.44% $367,023 5.18% $4,432,572 5.17%

Total cost of debt securities $6,968,650 $896,662 $1,186,988 $370,394 $4,514,606

(1) The weighted average yields were calculated on a taxable equivalent basis.
(2) The weighted average yields, except for yields of state and political subdivisions, were calculated on the basis of the cost and effective

yields weighted for the scheduled maturity of each security.

Securities with an aggregate carrying value of $6.0 billion and $6.2 billion were pledged to secure public
deposits, repurchase agreements and Federal Home Loan Bank advances at December 31, 2006 and 2005,
respectively. Of these amounts, the secured party had the right to repledge or resell $1.0 billion and $1.5 billion
at December 31, 2006 and 2005, respectively.

We held no securities of any single issuer (other than the U.S. Government and government sponsored
agencies) which were in excess of 10% of consolidated Stockholder’s equity at December 31, 2006 and 2005.
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6. Loans and Leases

At December 31, 2006 and 2005, loans and leases were comprised of the following:

(dollars in thousands) Outstanding Commitments(1) Outstanding Commitments(1)
2006 2005

Commercial, financial and agricultural $ 6,634,047 $5,380,488 $ 5,865,890 $4,315,757
Real estate:

Commercial 7,408,592 299,014 7,224,922 403,281
Construction 2,583,440 1,705,200 2,776,476 1,627,827
Residential 10,862,497 1,511,887 10,403,442 1,252,420
Total real estate 20,854,529 3,516,101 20,404,840 3,283,528

Consumer 9,966,269 725,871 9,709,937 648,948
Lease financing 2,040,464 - 1,763,785 -
Total loans and leases $39,495,309 $9,622,460 $37,744,452 $8,248,233

(1) Commitments to extend credit represent unfunded amounts and are reported net of participations sold to other lenders.

Outstanding loan balances at December 31, 2006 and 2005 are net of unearned income, including net
deferred loan fees, of $207.0 million and $154.1 million, respectively.

Our leasing activities consist primarily of leasing automobiles and commercial equipment. Lessees are
responsible for all maintenance, taxes and insurance on the leased property.

The following lists the components of the net investment in financing leases at December 31,:

(dollars in millions) 2006 2005

Total minimum lease payment to be received $1,940 $1,565
Estimated residual values of leased property 386 423
Less: Unearned income 286 224
Net investment in financing leases $2,040 $1,764

At December 31, 2006, minimum lease receivables for the five succeeding years and thereafter were as
follows:

(dollars in millions) Lease Receivable

2007 $ 683
2008 568
2009 429
2010 313
2011 178
Thereafter 155

Gross minimum payments 2,326

Less: Unearned income 286

Net minimum receivable $2,040

In the normal course of business, the Bank makes loans to executive officers and directors of the Bank
and to entities and individuals affiliated with those executive officers and directors. Those loans were made
on terms no less favorable to the Bank than those prevailing at the time for comparable transactions with other
persons or, in the case of certain residential real estate loans, on terms that were widely available to employees
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of the Bank who were not directors or executive officers. Changes in the loans to such executive officers,
directors and affiliates during 2006 and 2005 were as follows:

(dollars in thousands) 2006 2005

Balance at beginning of year $4,874 $10,065
New loans made 804 2,537
Less repayments 1,477 7,728
Balance at end of year $4,201 $ 4,874

Real estate loans totaling $15.7 billion were pledged to collateralize the Bank’s borrowing capacity at the
Federal Home Loan Bank at December 31, 2006.

In the course of evaluating the credit risk presented by a customer and the pricing that will adequately
compensate the Bank for assuming that risk, management may require a certain amount of collateral support.
The type of collateral held varies, but may include accounts receivable, inventory, land, buildings, equipment,
income-producing commercial properties and residential real estate. The Bank has the same collateral policy
for loans whether they are funded immediately or on a delayed basis (commitment).

A commitment to extend credit is a legally binding agreement to lend funds to a customer usually at a
stated interest rate and for a specified purpose. Such commitments have fixed expiration dates and generally
require a fee. The extension of a commitment gives rise to credit risk. The actual liquidity requirements or
credit risk that the Bank will experience will be lower than the contractual amount of commitments to extend
credit shown in the table above because a significant portion of those commitments are expected to expire
without being drawn upon. Certain commitments are subject to loan agreements containing covenants
regarding the financial performance of the customer that must be met before the Bank is required to fund the
commitment. The Bank uses the same credit policies in making commitments to extend credit as it does in
making loans.

In addition, the Bank manages the potential credit risk in commitments to extend credit by limiting the
total amount of arrangements, both by individual customer and in the aggregate, by monitoring the size and
maturity structure of these portfolios, and by applying the same credit standards maintained for all of its
related credit activities. At December 31, 2006 and 2005, the Bank did not have a concentration in any loan
category or industry that exceeded 10% of total loans and unfunded commitments that are not already
reflected in the table above. The loan and lease portfolio is principally located in California and, to a lesser
extent, Arizona, Colorado, Idaho, Iowa, Kansas, Minnesota, Missouri, Nebraska, Nevada, New Mexico,
Oklahoma, Oregon, South Dakota, North Dakota, Utah, Washington, Wisconsin and Wyoming. The risk
inherent in the portfolio depends upon both the economic stability of those states, which affects property
values, and the financial well being and creditworthiness of the borrowers.

Standby letters of credit totaled $841.6 million and $719.3 million at December 31, 2006 and 2005,
respectively. Standby letters of credit are issued on behalf of customers in connection with contracts between
the customers and third parties. Under standby letters of credit, the Bank assures that the third parties will
receive specified funds if customers fail to meet their contractual obligations. The liquidity risk to the Bank
arises from its obligation to make payment in the event of a customer’s contractual default. Standby letters of
credit are reported net of participations sold to other institutions. The Bank also had commitments for
commercial and similar letters of credit of $60.6 million and $61.5 million at December 31, 2006 and 2005,
respectively. The commitments outstanding as of December 31, 2006 have maturities ranging from January 1,
2007 to November 15, 2017. Substantially all fees received from the issuance of such commitments are
deferred and amortized on a straight-line basis over the term of the commitment.
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7. Allowance for Loan and Lease Losses

Changes in the allowance for loan and lease losses were as follows for the years ended December 31,:

(dollars in thousands) 2006 2005

Balance at beginning of year $401,867 $351,870
Allowance arising from business combination - 76,236
Reversal of allowance for loans accounted for in accordance

with SOP 03-3 (3,851) -
Provision for loan and lease losses 60,000 22,000
Loans and leases charged off:
Commercial, financial and agricultural (7,854) (7,946)
Real Estate:

Commercial (1,970) (2,835)
Construction (780) (946)
Residential (12,056) (1,227)

Total real estate (14,806) (5,008)
Consumer (61,862) (53,426)
Lease Financing (12,037) (13,269)
Total Charge-offs (96,559) (79,649)

Recoveries on loans and leases previously charged off:
Commercial, financial and agricultural 7,507 10,720
Real Estate:

Commercial 1,381 1,328
Construction 1 -
Residential 3,379 456

Total real estate 4,761 1,784
Consumer 15,634 12,692
Lease Financing 5,099 6,214
Total Recoveries 33,001 31,410

Net charge-offs (63,558) (48,239)
Balance at end of year $394,458 $401,867

The Bank uses the guidance in SOP 03-3, to account for loans acquired where there is deterioration in
credit quality since origination and it is probable that we would be unable to collect all contractually required
payments. In connection with our acquisition of Commercial Federal on December 2, 2005, the Bank
acquired loans subject to SOP 03-3. The outstanding balance of these loans at December 31, 2006 and 2005
was $18.7 million and $49.3 million, respectively. The carrying amount for these loans was $18.5 million,
with a related allowance of $1.4 million, and $32.4 million, with a related allowance of zero, at December 31,
2006 and 2005, respectively. Additional disclosures required by SOP 03-3 are not presented as the amounts
were deemed to be immaterial.

In accordance with FASB Statement No. 114, the following table presents information related to
impaired loans:

(dollars in thousands) 2006 2005

Year Ended
December 31,

Impaired loans with related allowance $ 55,743 $26,373
Impaired loans with no related allowance 84,378 20,217
Total impaired loans $140,121 $46,590

Total allowance for loan and lease losses on impaired loans $ 14,737 $ 8,177
Average impaired loans 93,406 52,785
Interest income recognized on impaired loans 10,211 9,921
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Impaired loans without a related allowance for loan and lease losses are generally collateralized by assets
with fair values in excess of the recorded investment in the loans. Payments on impaired loans are generally
applied to reduce the outstanding principal balance of such loans.

Total nonaccrual loans and leases were $235.0 million and $191.1 million for the years ended
December 31, 2006 and 2005, respectively. Loans and leases categorized as restructured and still accruing
totaled $31.2 million and $0.4 million, and loans and leases that were 90 days or more past due, but still
accruing were $45.1 million and $48.0 million for the same respective periods.

8. Operating Leases

Operating lease rental income for leased assets, generally automobiles, is recognized on a straight-line
basis. Related depreciation expense is recorded on a straight-line basis over the life of the lease taking into
account the estimated residual value of the leased asset.

The following table shows future minimum lease receivables under leases with terms in excess of one
year as of December 31, 2006:

(dollars in thousands) Rental Income

2007 $16,012
2008 18,960
2009 36,120
2010 154
2011 -
2012 and thereafter -

Total minimum payments $71,246

9. Premises and Equipment

At December 31, 2006 and 2005, premises and equipment were comprised of the following:

(dollars in thousands) 2006 2005

Premises $757,951 $737,200
Equipment 234,430 208,090
Total premises and equipment 992,381 945,290
Less accumulated depreciation and amortization 420,069 370,186
Net book value $572,312 $575,104

Occupancy and equipment expenses include depreciation and amortization expenses of $54.2 million
and $42.0 million for 2006 and 2005, respectively.
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The Bank is obligated under a number of capital and noncancelable operating leases for premises and
equipment with terms, including renewal options, up to 35 years, many of which provide for periodic
adjustment of rentals based on changes in various economic indicators. Under the premises leases, we are also
required to pay real property taxes, insurance and maintenance. The following table shows future minimum
payments under leases with terms in excess of one year as of December 31, 2006:

(dollars in thousands)
Capital
Leases

Operating
Leases

Less
Sublease
Income

Net
Lease

Payments

2007 $ 1,726 $ 48,048 $ 4,158 $ 45,616
2008 1,695 42,971 2,781 41,885
2009 1,634 36,590 1,684 36,540
2010 1,575 28,245 1,215 28,605
2011 1,501 17,558 915 18,144
2012 and thereafter 23,318 71,499 1,446 93,371

Total minimum payments $31,449 $244,911 $12,199 $264,161
Less interest on capital leases 18,552

Total principal payable on capital leases(1) $12,897
(1) Excludes purchase accounting adjustments of $7.1 million.

Rental expense, net of rental income, for all operating leases was $52.3 million and $46.5 million for
2006 and 2005.

10. Goodwill and Intangible Assets

We performed impairment testing of goodwill for the years ended December 31, 2006 and 2005, in the
fourth quarters of each year. The impairment analysis was performed using a discounted cash flows model and
no impairment of goodwill was found. The table below provides the breakdown of goodwill by segment and
the change during the year.

(dollars in millions)
Regional
Banking

Commercial
Banking

Consumer
Finance Total

Balance as of January 1, 2005: $2,297 $708 $307 $3,312
Purchase accounting adjustments:

Trinity - 1 - 1
Community First 1 - - 1
Commercial Federal 729 135 46 910
Insurance agency acquisition 5 - - 5

Balance as of December 31, 2005: $3,032 $844 $353 $4,229

Bank of the West(1) 3 2 1 6
Community First(1) (4) - - (4)
United California Bank(1) (11) (6) (3) (20)

Purchase accounting adjustments:
Commercial Federal (10) - - (10)
Insurance agency acquisitions 1 - - 1

Balance as of December 31, 2006: $3,011 $840 $351 $4,202
(1) Adjusts the recorded balance of pre-acquisition income taxes.
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Amortization for intangible assets was $46.8 million in 2006 and $38.3 million in 2005. The estimated
annual amortization expense for finite-lived intangible assets, primarily core deposit intangibles, is:

(dollars in thousands)

Estimate for the year ended December 31,
2007 $44,255
2008 40,761
2009 37,781
2010 35,368
2011 34,053

The details of our finite-lived intangible assets are presented below:

(dollars in thousands)
Gross Carrying

Amount
Accumulated
Amortization

Net Book
Value

Balance as of December 31, 2006:
Core Deposits $398,004 $143,611 $254,393
Other Intangible Assets 19,332 4,294 15,038

Total $417,336 $147,905 $269,431
Balance as of December 31, 2005:
Core Deposits $398,004 $ 98,222 $299,782
Other Intangible Assets 17,370 2,610 14,760

Total $415,374 $100,832 $314,542

11. Deposits

The following table presents the maturity distribution of time certificates of deposits at December 31,
2006:

(dollars in thousands) �=$100K �$100K Total

Domestic:
Through March 31, 2007 $ 6,582,160 $1,116,198 $ 7,698,358
April 1 - June 30, 2007 1,654,805 1,320,092 2,974,897
July 1 - December 31, 2007 1,383,699 1,440,188 2,823,887
2008 448,630 336,327 784,957
2009 45,567 104,734 150,301
2010 10,623 34,238 44,861
2011 118,848 17,411 136,259
2012 and Thereafter 4,401 2,689 7,090

Total Domestic $10,248,733 $4,371,877 $14,620,610
Foreign:
Through March 31, 2007 $ 1,692,197 $ 77 $ 1,692,274
April 1 - June 30, 2007 11,408 13 11,421

Total Foreign $ 1,703,605 $ 90 $ 1,703,695

Total $11,952,338 $4,371,967 $16,324,305
(1) Excludes purchase accounting adjustments of $0.6 million.

Total deposits reclassified to loans due to overdrafts at December 31, 2006 and 2005 were $18.8 million
and $37.0 million, respectively.
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12. Short-Term Borrowings

At December 31, 2006 and 2005, short-term borrowings were comprised of the following:

(dollars in thousands) 2006 2005

Federal Funds purchased and securities sold under agreements to repurchase $1,593,117 $1,507,080
Advances from Federal Home Loan Banks and other short-term borrowings 501,445 3,925,856

Total short-term borrowings $2,094,562 $5,432,936

The table below shows selected information for short-term borrowings:

(dollars in thousands) 2006 2005

Federal Funds purchased and securities sold under agreements to repurchase:
Weighted average interest rate at December 31 4.50% 3.71%
Highest month-end balance $2,729,477 $2,365,059
Average daily outstanding balance $1,835,342 $1,634,527
Weighted average daily interest rate paid 4.56% 2.97%

Advances from Federal Home Loan Banks and other short-term borrowings:
Weighted average interest rate at December 31 4.90% 4.21%
Highest month-end balance $4,035,272 $3,925,856
Average daily outstanding balance $2,005,462 $1,759,145
Weighted average daily interest rate paid 5.44% 3.68%

The Bank treats securities sold under agreements to repurchase as collateralized financings. The Bank
reflects the obligations to repurchase the identical securities sold as liabilities, with the dollar amount of
securities underlying the agreements remaining in the asset accounts. At December 31, 2006, the weighted
average maturity of these agreements was 4.4 days. Maturities of these agreements were as follows:

(dollars in thousands) 2006

Overnight $1,351,799
Less than 30 days 26,582
30 days through 90 days 3,341
Over 90 days 980

Total $1,382,702

The Bank has $7.7 billion in lines of credit available from other U.S. financial institutions. Of this
amount, $0.8 billion is available from First Hawaiian Bank and $1.0 billion is available from other BNP
Paribas affiliates.
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13. Long-Term Debt

At December 31, 2006 and 2005, long-term debt was comprised of the following:

(dollars in thousands) Rate(s) 2006 2005

Fixed-rate advances from the Federal Home Loan Bank
due through 2035(1)(3)(4)(5) 2.41%-7.96% $4,490,032 $4,606,955

Floating-rate advances from the Federal Home
Loan Bank due 2008(1)(3) 1 mo. LIBOR +3.75% 50,000 -

Floating-rate structured Federal Home Loan Bank
advance due 2008(1)(3)(9) 1 mo. LIBOR +3.75% 500,000 -

First Hawaiian Bank (fixed-rate notes due through
2008)(5) 2.60%-4.50% 310,000 365,000

BancWest (fixed-rate subordinated notes due through
2013)(7) 6.25%-7.35% - 123,974

BNP Paribas (fixed-rate subordinated note due 2009)(5) 7.35% 51,088 51,480
Floating-rate subordinated note due 2011(5) 6 mo. LIBOR +3.75% 35,050 36,056
Fixed-rate subordinated note due 2011(5) 8.30% 53,087 53,732
Fixed-rate junior subordinated note due 2032(2)(4) 8.13% 60,932 63,668
Fixed-rate junior subordinated note due 2033(2)(4) 7.60% 63,095 65,321
Floating-rate junior subordinated note due 2033(4)(6) 3 mo. LIBOR +2.95% 10,427 10,532
Floating-rate junior subordinated note due 2034(4)(6) 3 mo. LIBOR +2.08% 25,753 26,016
Floating-rate junior subordinated note due 2035(4)(6) 3 mo. LIBOR +1.97% 20,594 20,804
Floating-rate junior subordinated note due 2031(7) 3 mo. LIBOR +3.60% - 20,500
Floating-rate structured term repurchase agreements

due 2010(1)(4)(7)(8) 5 yr. CMS -1.03% to -1.75% 1,000,000 1,100,000
Floating-rate structured term repurchase agreement due

2009(7) 3.15% - 400,000
Capital leases due through 2030(3) 19,951 13,283

Total long-term debt $6,690,009 $6,957,321
(1) This debt is secured by real estate loans or securities. See Notes 5 and 6 for additional information.
(2) These notes are related to the CFB Trusts. See Note 4 for additional terms.
(3) Interest is payable monthly
(4) Interest is payable quarterly
(5) Interest is payable semi-annually
(6) These notes are related to the CFC Trusts. See Note 4 for additional terms.
(7) Settled or partially settled in 2006.
(8) These agreements contain a put option that is exercisable by the counterparty quarterly starting in November 2007. Starting in

November 2007, the rates become fixed at 5.02% or 5.03%. These agreements also contain an embedded collar.
(9) Contains an embedded collar and a prepayment option, where we can prepay these advances without penalty at anytime.

As part of long-term and short-term borrowing arrangements, we were subject to various financial and
operational covenants. At December 31, 2006, we were in compliance with all the covenants.

As of December 31, 2006, the principal payments due on long-term debt were as follows:

(dollars in thousands)

2007 $1,727,945
2008 1,989,665
2009 904,607
2010 1,673,436
2011 180,396
2012 and thereafter 196,997

Total $6,673,046(1)

(1) Excludes purchase accounting adjustments of $17.0 million.
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14. Accumulated Other Comprehensive Income

Comprehensive income is defined as the change in equity from all transactions other than those with
stockholders, and is comprised of net income and other comprehensive income. The Bank’s significant items
of other comprehensive income are net unrealized gains or losses on cash flow hedges, net unrealized gains or
losses on certain debt and equity securities and an adjustment for FAS 158. Accumulated other compre-
hensive income, for each of the two years in the period ended December 31, 2006, is presented below:

(dollars in thousands)
Pretax

Amount

Income Tax
(Expense)

Benefit
After-tax
Benefit

Accumulated other comprehensive income, December 31, 2004 $ (36,917) $ 15,136 $ (21,781)

Minimum pension liability adjustment (1,846) 757 (1,089)

Unrealized net losses on securities available for sale arising
during the year (86,855) 35,611 (51,244)

Reclassification of net losses on securities available for
sale included in net income 1,299 (533) 766

Unrealized net losses on cash flow derivative hedges arising
during the year (3,721) 1,525 (2,196)

Reclassification of net gains on cash flow derivative
hedges included in net income (11,514) 4,721 (6,793)

Other comprehensive income (102,637) 42,081 (60,556)

Accumulated other comprehensive income, December 31, 2005 $(139,554) $ 57,217 $ (82,337)

Minimum pension liability adjustment per FAS 158 7,141 (2,928) 4,213

Unrealized net gains on securities available for sale arising
during the year 24,703 (10,054) 14,649

Reclassification of net gains on securities available for
sale included in net income (455) 185 (270)

Unrealized net losses on cash flow derivative hedges arising
during the year (344) 140 (204)

Reclassification of net gains on cash flow derivative
hedges included in net income (1,631) 666 (965)

Other comprehensive income 29,414 (11,991) 17,423

Adjustment to initially apply FAS 158, net of tax (62,143) 25,292 (36,851)

Accumulated other comprehensive income, December 31, 2006 $(172,283) $ 70,518 $(101,765)

Accumulated other comprehensive income, net of tax, consisted of net unrealized losses on securities
available for sale of $(64,435) and $(78,816) at December 31, 2006 and 2005, respectively; and net unrealized
(losses) and gains on cash flow derivative hedges of $(479) and $692 at December 31, 2006 and 2005,
respectively; and a net minimum pension liability adjustment of zero and $(4,213) at December 31, 2006 and
2005, respectively and an adjustment for the initial application of FAS 158 of $(36,851) and zero at
December 31, 2006 and 2005, respectively.
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15. Limitations on Payment of Dividends

Regulations limit the amount of dividends the Bank may declare or pay. At December 31, 2006, the
amount available for payment of dividends without prior regulatory approval was $596.1 million.

16. Regulatory Capital Requirements

The Bank is subject to various regulatory capital requirements administered by the Federal banking
agencies. If we fail to meet minimum capital requirements, these agencies can initiate certain discretionary
and mandatory actions. Such regulatory actions could have a material effect on the Bank’s financial
statements.

Under capital adequacy guidelines and the regulatory framework for prompt corrective action, the Bank
must meet specific capital guidelines that involve quantitative measures of its assets and certain off-balance-
sheet items as calculated under regulatory accounting practices. These capital amounts and classifications 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 Bank to maintain
adequate levels of Tier 1 and Total capital to risk-weighted assets and Tier 1 capital to average assets. The
table below sets forth those ratios at December 31, 2006 and 2005.

(dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Actual

For Capital
Adequacy Purposes

To be Well-Capitalized
Under Prompt Corrective

Action Provisions

As of December 31, 2006
Tier I capital to risk-weighted

assets $4,551,128 10.24% $1,778,076 4.00% $2,667,114 6.00%
Total capital to risk-weighted

assets $5,008,645 11.27% $3,556,152 8.00% $4,445,190 10.00%
Tier I capital to average assets

(leverage ratio)(1) $4,551,128 8.84% $2,058,277 4.00% $2,572,846 5.00%
As of December 31, 2005
Tier I capital to risk-weighted

assets $3,995,194 9.43% $1,695,287 4.00% $2,542,930 6.00%
Total capital to risk-weighted

assets $4,572,561 10.79% $3,390,574 8.00% $4,238,217 10.00%
Tier I capital to average assets

(leverage ratio)(1) $3,995,194 9.27% $1,724,448 4.00% $2,155,560 5.00%
(1) The leverage ratio consists of a ratio of Tier 1 capital to average assets, excluding goodwill and certain other items. The minimum

leverage ratio guideline is 3% for banking organizations that do not anticipate or are not experiencing significant growth, and that
have well-diversified risk, excellent asset quality, high liquidity, good earnings, are considered strong banking organizations, and
rated a composite 1 under the Uniform Financial Institution Rating System established by the Federal Financial Institution
Examination Council. For all others, the minimum ratio is 4%.

Pursuant to applicable law and regulations, the Bank has been notified by the FDIC that it is deemed to be
well-capitalized. To be well-capitalized, a bank must have a total risk-based capital ratio of 10.00% or greater,
a Tier 1 risk-based capital ratio of 6.00% or greater, a leverage ratio of 5.00% or greater and not be subject to
any agreement, order or directive to meet a specific capital level for any capital measure. Management
believes that no conditions or events have occurred since the notification to change the capital category of the
Bank.
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17. Benefit Plans

Pension and Other Postretirement Benefit Plan
The Bank participates in a noncontributory defined benefit pension plan, which resulted from the merger

of two separate plans. The first plan, for First Hawaiian employees, was frozen at December 31, 1995. As a
result of that freeze, there are no further benefit accruals for First Hawaiian employees in the merged plan.
The second plan, for Bank of the West employees, was a cash balance pension plan. The merged employee
retirement plan (ERP) continues to provide cash balance benefit accruals for eligible Bank of the West
employees. Bank of the West also sponsors an unfunded excess benefit pension plan covering employees
whose pay or benefits exceed certain regulatory limits, unfunded postretirement medical and life insurance
plans, and, for certain key executives, an unfunded supplemental executive retirement plan (SERP). In
addition, Bank of the West offers retiree benefits. The benefits of the plan include access to medical benefits
and the payment of premiums for medical and life insurance benefits.

In connection with the acquisition of United California Bank (UCB) in 2002, the Bank assumed the
pension and postretirement obligations of UCB. UCB employees participated in a noncontributory final pay
defined benefit pension plan, an unfunded excess benefit pension plan covering employees whose pay or
benefits exceed certain regulatory limits, an unfunded postretirement medical plan, and a 401(k) savings plan.
In addition, certain key executives were eligible for a supplemental pension benefit if they met certain age and
service conditions. The UCB plans were curtailed on June 30, 2003. The Bank integrated UCB employees
into the Bank’s existing benefit plan structure on July 1, 2003. UCB employees were guaranteed the benefits
they acquired through the UCB plans up to the curtailment date.

Accounting for defined benefit pension plans involves four key variables that are utilized in the
calculation of the Bank’s annual pension costs. These factors include: (1) size of the employee population and
their estimated compensation increases, (2) actuarial assumptions and estimates, (3) expected long-term rate
of return on plan assets and (4) the discount rate.

Pension expense is directly affected by the number of employees eligible for pension benefits and their
estimated compensation increases. Management is able to estimate compensation increases by reviewing the
Bank’s salary increases each year and comparing these figures with industry averages. The Bank uses a
December 31st measurement date for its pension and post retirement plans.

In estimating the projected benefit obligation, actuaries base assumptions on factors such as the
mortality rate, turnover rate, retirement rate, disability rate and other assumptions related to the population
of individuals in the pension plan. If significant actuarial gains or losses occur, the actuary reviews the
demographic and economic assumptions with the Bank, at which time the Bank considers revising these
assumptions based on actual circumstances.

The Bank uses the building block method to calculate the expected return on plan assets each year based
on the balance of the pension asset portfolio at the beginning of the year and the expected long-term rate of
return on that portfolio in accordance with SFAS 87, Employers’ Accounting for Pensions. The method
requires (1) the percentage of total plan assets be multiplied by the expected asset return for each component
of the plan asset mix, (2) the resulting weighted expected rates of return for each component be added together
to determine the total rate of return and (3) the total be adjusted by considering the active management of the
portfolio. Under this approach, forward-looking expected returns for each invested asset class are determined.
Forward-looking capital market assumptions are typically developed by using historical returns as a starting
point and applying a combination of macroeconomics, econometrics, statistical, and other technical analysis,
such as spread differentials, to forecast the expected return going forward.

A contribution of $2.0 million was made to the Bank of the West ERP plan in 2006. No contributions to
the pension trust for funded plans are expected to be made during 2007. However, should the accumulated
benefit obligation of the funded plans exceed the fair value of assets as of December 31, 2007, the Bank
expects to make a contribution at least equal to the unfunded accumulated benefit obligation prior to
December 31, 2007. This amount, if any, cannot be estimated until near year end.
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As required by FASB Statement No. 158 (FAS 158), the Bank recognized the funded status of all pension
plans within its December 31, 2006 consolidated balance sheet. FAS 158 requires that we disclose the effects
of initially applying this statement to each balance sheet line item and requires additional disclosures for
benefit plans. Amounts for 2005 have not been restated to reflect the impact of FAS 158 as retrospective
application is not allowed.

The following table illustrates the effects of applying FAS 158 to the consolidated balance sheet at
December 31, 2006:

(dollars in thousands)
Before Application
of Statement 158 Adjustments

After Application
of Statement 158

Assets
Prepaid pension benefits $ 52,896 $(50,076) $ 2,820
Deferred income tax assets (13,602) 22,364 8,762
Total assets $55,670,648 $(27,712) $55,642,936

Liabilities & Stockholder’s Equity
Liability for pension benefits 79,668 4,926 84,594
Total liabilities $46,827,517 $ 4,926 $46,832,443

Stockholder’s equity:
Accumulated other comprehensive

income, net of tax $ (69,127) $(32,638) $ (101,765)
Total stockholder’s equity 8,843,131 (32,638) 8,810,493
Total liabilities and stockholder’s

equity $55,670,648 $(27,712) $55,642,936

The following table shows the amounts recognized in other comprehensive income:

(dollars in thousands) Pension Benefits Other Benefits

Amounts arising during the period:
Unrecognized loss at beginning of period $ 76,741 $10,555
Unrecognized prior service cost at beginning of period 475 (7,814)
Net gain on pension assets during 2006 (5,858) -
Net (gain) loss on obligations during 2006 2,762 (2,988)

Reclassification adjustments recognized as components of net
periodic benefit cost during the period:
Net loss (12,439) (381)
Net prior service (cost) credit (34) $ 1,124

Amounts recognized in other comprehensive income $ 61,647 $ 496
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The following table shows the amounts within accumulated other comprehensive income that have not
yet been recognized as components of net periodic benefit costs:

(dollars in thousands) Pension Benefits Other Benefits

Net loss on pension assets $61,206 $ 7,185

Net prior service cost (credit) 441 (6,689)

Ending balance of pension that is recorded within OCI $61,647 $ 496

The following table shows the amounts within accumulated other comprehensive income expected to be
recognized as components of net periodic benefit costs during 2007:

(dollars in thousands) Pension Benefits Other Benefits

Amortization of net loss on pension assets $8,596 $ 308
Amortization of net prior service cost (credit) 34 (1,124)

Total: $8,630 $ (816)

There are no plan assets expected to be returned to the Bank during the next twelve month period.

The following tables summarize changes to the benefit obligation and fair value of assets for all of the
Bank of the West plans for the years indicated:

(dollars in thousands) 2006 2005 2006 2005

Pension Benefits Other Benefits

Benefit obligation at beginning of year $ 377,154 $ 346,724 $ 37,232 $ 30,913
Service cost 12,095 9,821 1,195 1,027
Interest cost 20,453 19,591 1,849 1,806
Amendments - 508 - -
Actuarial (gain)loss 2,762 15,007 (2,988) 669
Termination of benefits 204 - - -
Increase from acquisitions - - - 5,249
Benefit payments (15,910) (14,497) (2,303) (2,432)

Benefit obligation at end of year $ 396,758 $ 377,154 $(34,985) $ 37,232

(dollars in thousands) 2006 2005 2006 2005

Pension Benefits Other Benefits

Fair value of plan assets at beginning of
year $ 329,168 $ 307,925 $ - $ -

Actual return on plan assets 33,357 14,661 - -
Employer contributions 2,000 21,079 2,203 2,432
Benefit payments (14,556) (14,497) (2,303) (2,432)

Fair value of plan assets at end of year $ 349,969 $ 329,168 $ - $ -
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The following table summarizes the funded status of the Bank of the West portion of the plans and
amounts recognized/unrecognized in the Bank of the West consolidated balance sheets:

(dollars in thousands) 2006 2005 2006 2005

Pension Benefits Other Benefits

Funded status (46,789) $(47,986) (34,985) $(37,232)

Unrecognized net loss 61,206 78,468 7,185 10,555

Unrecognized prior service cost 441 475 (6,689) (7,814)

Net amount recognized $ 14,858 $ 30,957 $(34,489) $(34,491)

Amounts recognized in the Bank of the West’s statement of financial position consist of:

(dollars in thousands) 2006 2005 2006 2005

Pension Benefits Other Benefits

Prepaid benefit cost $ 2,820 $ 62,951 $ - $ -

Accrued benefit liability (49,609) (39,135) (34,985) (34,491)

Accumulated other comprehensive income 61,647 7,141 496 -

Net amount recognized $ 14,858 $ 30,957 $(34,489) $(34,491)

Unrecognized net gains or losses that exceed 5% of the greater of the projected benefit obligation or the
market-related value of plan assets as of the beginning of the year are amortized on a straight-line basis over
the lesser of five years or the average remaining service period of active employees expected to receive
benefits under the plan. Amortization of the unrecognized net gain or loss is included as a component of net
pension cost. If amortization results in an amount less than the minimum amortization required under
generally accepted accounting principles, the minimum required amount is recorded.

The accumulated benefit obligation for the Bank’s defined benefit pension plans was $391.8 million and
$371.6 million at December 31, 2006 and 2005, respectively.

Key provisions for the Bank’s funded pension plans, as of December 31,

(dollars in thousands) 2006 2005

Projected benefit obligation $347,014 $332,438

Accumulated benefit obligation $347,014 332,438

Fair value of plan assets for the retirement plans with plan assets in
excess of accumulated benefit obligations 349,834 256,119
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Except for the funded pension plans, the remaining plans had an accrued benefit liability. The projected
benefit obligations for the unfunded plans were $49.7 million and $44.7 million at December 31, 2006 and
2005, respectively. The accumulated benefit obligation for the unfunded plans were $44.8 million and
$39.1 million at December 31, 2006 and 2005, respectively.

The following table sets forth the components of the net periodic benefit cost (credit) for Bank of the
West at December 31,:

(dollars in thousands) 2006 2005 2006 2005

Pension Benefits Other Benefits

Service cost $ 12,095 $ 9,821 $ 1,195 $ 1,027

Interest cost 20,453 19,591 1,849 1,806

Expected return on plan assets (27,364) (27,098) - -

Amortization of prior service cost 34 34 (1,124) (1,124)

Recognized net actuarial loss 12,439 8,690 381 687

Other 204 - - -

Total benefit cost $ 17,861 $ 11,038 $ 2,301 $ 2,396

The following table sets forth the components of the net periodic benefit cost (credit) for Bank of the
West’s portion of the funded plans at December 31,:

(dollars in thousands) 2006 2005

Funded Pension
Benefits

Service cost $ 11,121 $ 8,821

Interest cost 17,890 17,483

Expected return on plan assets (27,364) (27,098)

Recognized net actuarial loss 9,878 7,316

Net periodic benefit cost $ 11,525 $ 6,522
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Assumptions
Weighted-average assumptions used to determine benefit obligations were as follows at December 31,:

2006 2005 2006 2005 2006 2005

ERP Pension
Benefits

SERP Pension
Benefits Other Benefits

Discount rate 5.50% 5.50% 5.50% 5.50% 5.50% 5.50%

Rate of compensation increase 4.00% 4.00% 4.00% 4.00% NA NA

Weighted-average assumptions used to determine net periodic benefit cost for the years ended
December 31,:

2006 2005 2006 2005 2006 2005

ERP Pension
Benefits

SERP Pension
Benefits Other Benefits

Discount rate 5.50% 5.75% 5.50% 5.75% 5.50% 5.75%

Expected long-term return on plan
assets 8.50% 9.00% NA NA NA NA

Rate of compensation increase 4.00% 4.00% 4.00% 4.00% NA NA

To select the discount rate, the Bank reviews the yield on Moody’s A Corporate Bond Index adjusted to
an annual discount rate basis. The Bank then compares the yield to an internal rate of return of a hypothetical
bond portfolio reflecting the yields on high quality corporate bonds. The Bank then makes adjustments to
reflect the expected duration of the cash flow requirements of the plan. The resulting selected rate is rounded
to the nearest 25 basis points.

Assumed health care cost trend rates at December 31,:

2006 2005

Health care cost trend rate assumed for next year 12% 12%

Rate to which the cost trend rate is assumed to decline (the ultimate trend
rate) 5% 5%

Year that the rate reaches the ultimate trend rate 2013 2013

Assumed health care cost trend rates have an impact on the amounts reported for the health care plans. A
one-percentage-point change in the assumed health care cost trend rates would have the following pretax
effect:

(dollars in thousands)

One-
Percentage-

Point Increase

One-
Percentage-

Point Decrease

Effect on 2006 total of service and interest cost components $ 94 $ (86)

Effect on postretirement benefit obligation at December 31,
2006 1,386 (1,270)
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Plan Assets
Bank of the West’s pension plan asset allocations:

2006 2005 2006 2005

Bank of the
West Plan
Assets at

December 31,

UCB Plan
Assets at

December 31,

Equity securities 75% 64% 54% 55%

Debt securities 24 22 45 43

Cash and cash equivalents - 4 - 2

Other 1 10 1 -

Total 100% 100% 100% 100%

Equity securities in the Bank of the West and UCB plans did not include BancWest or BNP Paribas stock
at December 31, 2006 and 2005.

The assets within the Bank of the West Employee Retirement Plan and the UCB Retirement Plan (“the
Plans”) are managed in accordance with the Employee Retirement Income Security Act of 1974 (ERISA).
The objective of the plans is to achieve, over full market cycles, a compounded annual rate of return equal to
or greater than the Plans’ expected long-term rate of return. The Plans’ committees recognize that capital
markets can be unpredictable and that any investment could result in periods where the market value of the
Plans’ assets will decline in value. Asset allocation is likely to be the primary determinant of the Plans’ return
and the associated volatility of returns for the Plans. We estimated the long-term rate of return for 2007 to be
8.5%.

The UCB Retirement Plan assets are managed with a focus on asset allocation. Management’s
assessment of the plan’s long-term needs for liquidity and income drives the asset allocation parameters.
Asset allocation is also used to manage and limit volatility and risk within the plan. Subsequent to the
curtailment of the UCB Retirement Plan, a more risk averse management approach has been employed by the
plan’s investment advisor. The UCB Retirement Plan uses mutual funds and invests in the equity and debt
markets. The equity funds provide broad market exposure to both large and small cap, domestic and
international stocks, while the debt fund provides exposure to the investment grade domestic bond market.
The plan has not used derivative instruments in the past, and has no plans to utilize them in the future.

The target asset allocations for the two plans for December 31, 2007 are as follows:

Bank of the West Plan UCB Plan

Equity securities 60% 50%

Debt securities 30% 50%

Real estate 5% -%

Other 5% -%

Contributions
Bank of the West expects to contribute $1.9 million to its nonqualified defined benefit pension plans and

$2.6 million to its other post retirement benefit plans in 2007. These contributions are the estimated needs for
the unfunded plans and may vary depending on retirements during 2007.
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Estimated Future Benefit Payments
The following table presents the expected benefit payments, for the periods indicated:

(dollars in thousands)
Pension
Benefits

Other
Benefits

2007 $ 14,974 $ 2,569

2008 17,170 2,601

2009 18,656 2,613

2010 19,832 2,670

2011 21,738 2,672

2012 - 2016 140,491 14,750

401(k) Match Plan
The Bank matches employee contributions up to 3% of pay to the BancWest Corporation 401(k) Savings

Plan, a defined contribution plan. The plan covers all employees who satisfy eligibility requirements. There is
a select group of key executives who are participants in an unqualified grandfathered supplemental executive
retirement plan who may participate in the 401(k) plan, but who are not eligible for the match.

On January 1, 2006 employees of Commercial Federal were enrolled into the BancWest Corporation
401(k) Savings Plan and the assets of Commercial Federal’s 401(k) plan were transferred to the BancWest
Plan on February 1, 2006.

The matching employer contributions to the 401(k) plan for 2006 and 2005 were $9.6 million and
$7.7 million, respectively.

Incentive Plan for Key Executives
The Bank has an Incentive Plan for Key Executives (the “IPKE”), under which awards of cash are made

to key executives. The IPKE limits the aggregate and individual value of the awards that could be issued in any
one fiscal year. Salary and employee benefits expense includes IPKE expense of $26.0 million and
$18.3 million for 2006 and 2005, respectively.

Long-Term Incentive Plan
The Bank has a Long-Term Incentive Plan (“LTIP”) that is designed to reward selected key executives

for their performance and BancWest’s performance measured over multi-year performance cycles. Salary and
employee benefits expense for the Bank includes LTIP expense of $4.2 million and $2.8 million for 2006 and
2005, respectively.

In 2006, the Bank created a second incentive plan that is designed to reward certain employees for their
performance and Bancwest’s performance over a multi-year performance cycle. Salary and employee benefits
expense for the bank includes expense for this plan of $1.8 million.

Executive Life Insurance Plan
The Bank provides pre-and post-retirement life insurance benefits for certain executives under the

Executive Life Insurance Plan (the “ELIP”). Death benefits under the ELIP are equal to three times current
salary while actively employed. Following a “qualified termination,” the Bank will continue to provide death
benefits to ELIP participants equal to three times final salary until their “policy distribution date.” On the
policy distribution date, the Bank will transfer to the participant ownership of a company-owned life
insurance policy with sufficient cash value, based on reasonable actuarial assumptions, to provide a death
benefit equal to three times final salary until the policy maturity date. At the date the policy is transferred to
the participant, the Bank will also pay a cash bonus sufficient to cover the executive’s estimated income taxes
due as a result of transfer of the policy.
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A qualified termination includes termination of employment after attaining age 65, termination of
employment after attaining age 55 with at least ten years of credited service, or termination of certain
executives entitled to enhanced SERP benefits.

The accumulated benefit obligation and expense amounts for the ELIP are not included within the tables
above. The accumulated benefit obligation was $3.5 million and the Bank recorded a related expense of
$1.3 million for the year-ended December 31, 2006.

18. Income Taxes

For the years indicated, the provision for income taxes was comprised of the following:

(dollars in thousands) 2006 2005

Current:
Federal $255,572 $250,912
States and other 56,563 67,194

Total current 312,135 318,106

Deferred:
Federal 16,638 14,231
States and other 11,254 (12,260)

Total deferred 27,892 1,971

Total provision for income taxes $340,027 $320,077

At December 31, 2006, the Bank had federal general business credit carryforwards of $0.5 million and
alternative minimum tax credit carryforwards of $3.7 million arising from the Commercial Federal acqui-
sition; there were no state general business credit carryforwards. In addition, the Bank had a separate state net
operating loss carryforward of $0.1 million.

The components of the Bank’s net deferred income tax liabilities at December 31, 2006 and 2005 were as
follows:

(dollars in thousands) 2006 2005

Assets
Deferred income and expense $ - $ 11,230
Allowance for loan and lease losses and nonperforming assets 190,475 203,731
Investment securities 31,853 34,125
Deferred compensation expenses 81,821 79,082
State income and franchise taxes 24,808 20,537
Other 4,343 4,223

Total deferred income tax assets 333,300 352,928

Liabilities
Leases 295,177 319,103
Intangible assets 19,785 17,446
Depreciation expense 9,298 18,542
Other 278 105

Total deferred income tax liabilities 324,538 355,196

Net deferred income tax assets (liabilities) $ 8,762 $ (2,268)

Net deferred income tax assets (liabilities) are included within other assets or other liabilities in the
consolidated balance sheets.
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The following analysis reconciles the Federal statutory income tax rate to the effective income tax rate
for the years indicated:

(dollars in thousands) Amount % Amount %
2006 2005

Federal statutory income tax expense and rate $319,221 35.0% $296,008 35.0%
Foreign, state and local taxes, net of federal income tax

benefit 46,989 5.2 37,288 4.4
Tax credits and other (26,183) (2.9) (13,219) (1.6)

Effective income tax expense and rate $340,027 37.3% $320,077 37.8%

19. Derivative Financial Instruments

Fair Value Hedges
The Bank has an interest rate swap that hedges the fair value of a commercial loan. At December 31,

2006, the interest rate swap had a notional value of $2.5 million with a fair value loss of $0.3 million. The
Bank receives 1-month LIBOR plus 0.75% and pays a fixed rate of 8.32%. At December 31, 2005, the
notional balance was $2.6 million with a fair value loss of $0.4 million.

Cash Flow Hedges
At December 31, 2006, the Bank carried interest rate swaps totaling $1,250 million with fair value losses

of $0.9 million and a fair value gain of $0.1 million, which hedged our LIBOR-based time certificates of
deposits. The transactions were entered into during May 2006 in order to mitigate the risk of increases in cash
outflows due to changes in interest rates. These hedges mature in June and November of 2007 and in May
2008. We pay fixed rates ranging from 5.23% to 5.31% and receive floating interest rates based upon one or
three-month LIBOR and plus or minus a slight spread. The net settlement on the $1,250 million swaps
reduced interest expense on deposits by $0.2 million during 2006. The Bank estimates that net settlement
losses, recorded as interest expense will be less than $0.1 million during 2007.

At December 31, 2005, the Bank carried interest rate swaps of $600 million with a fair value gain of
$2.6 million which hedged our LIBOR-based commercial loans. The hedges matured during June and July
2006. These interest rate swap agreements synthetically converted variable rate loans to fixed by paying
variable and receiving fixed rates of interest. We paid 3-month LIBOR and received fixed rates ranging from
5.64% to 5.87%. The net settlement on the $600 million swaps increased commercial loan interest income by
$1.4 million during 2006 and by $11.5 million during 2005.

Free-standing Derivative Instruments
Free-standing derivative instruments include derivative transactions entered into for risk management

purposes for which hedge accounting does not apply. Trading activities primarily involve providing various
free-standing interest rate and foreign exchange derivative products to customers. Interest rate derivative
instruments utilized by the Bank in its trading operations include interest rate swaps, caps, floors and collars.
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The following table summarizes derivatives, held by the Bank as of December 31:

(dollars in thousands)
Notional
Amount

Credit Risk
Amount

Net Fair
Value

Notional
Amount

Credit Risk
Amount

Net Fair
Value

2006 2005

Contractual Amounts Which
Represent Credit Risk:

Held for Hedge Purposes:

Interest rate swaps $1,252,483 $ 108 $ (1,052) $ 602,572 $ 2,611 $ 2,219

Held for Trading:

Interest rate swaps 3,196,359 38,127 21,660 2,061,811 26,625 13,783

Purchased interest rate
options 227,518 411 411 78,597 255 255

Written interest rate options 246,804 - (411) 78,597 - (255)

Commitments to purchase
and sell foreign
currencies(1) 373,217 3,243 279 383,014 6,388 68

Purchased foreign exchange
contracts 8,652 106 106 7,734 307 307

Written foreign exchange
options 8,652 - (106) 7,734 - (307)

Commodity Contracts 2,151 39 4 768 4 3

(1) Does not include spot foreign exchange transactions.

20. Litigation

In the course of normal business, the Bank is subject to numerous pending and threatened lawsuits, some
of which seek substantial relief or damages. While the Bank is not able to predict whether the outcome of such
actions will materially affect our results of operations for a particular period, based upon consultation with
counsel, management does not expect that the aggregate liability, if any, resulting from these proceedings
would have a material effect on the Bank’s consolidated financial position, results of operations or liquidity.

21. Fair Value of Financial Instruments

SFAS 107, Disclosures about Fair Value of Financial Instruments, requires that we disclose estimated
fair values for certain financial instruments. Financial instruments include such items as loans, deposits,
securities, interest rate and foreign exchange contracts, swaps and other instruments as defined by the
standard.

Disclosure of fair values is not required for certain items such as lease financing, investments accounted
for under the equity method of accounting, obligations for pension and other postretirement benefits,
premises and equipment, other real estate owned, prepaid expenses, core deposit intangibles and other
customer relationships, other intangible assets and income tax assets and liabilities. Accordingly, the
aggregate fair value amounts presented do not purport to represent, and should not be considered repre-
sentative of, the underlying “market” or franchise value of the Bank.

Because the standard permits many alternative calculation techniques and because numerous assump-
tions have been used to estimate our fair values, reasonable comparisons of our fair value information with
that of other financial institutions cannot necessarily be made.
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We use the following methods and assumptions to estimate the fair value of our financial instruments:

Short-term Financial Assets: Short-term financial assets include cash and due from banks, federal
funds sold and securities purchased under resale agreements and due from customers on acceptances. The
carrying amount is a reasonable estimate of fair value because of the relatively short time between the
origination of the instrument and its expected realization.

Trading Assets: Trading assets are carried at fair value. Fair values of trading assets are based on
quoted market prices, where available. If quoted market prices are not available, fair values are based on
quoted market prices of comparable instruments.

Securities: Fair values of securities are based on quoted market prices, where available. If quoted
market prices are not available, fair values are based on quoted market prices of comparable instruments. See
Note 5 for information related to fair value.

Loans: Fair values are estimated for portfolios of performing loans with similar characteristics. We use
discounted cash flow analyses, which utilize interest rates currently being offered for loans with similar terms to
borrowers of similar credit quality, to estimate the fair values of: (1) commercial and industrial loans; (2) financial
institution loans; (3) agricultural loans; (4) certain mortgage loans (e.g., 1 - 4 family residential, commercial real
estate and rental property); and (5) consumer loans. For certain loans, we may estimate fair value based upon a
loan’s observable market price. The carrying amount of accrued interest approximates its fair value.

Deposits: The fair values of deposits with no maturity date (e.g., interest and noninterest-bearing
checking, regular savings, and certain types of money market savings accounts) are equal to the amount
payable on demand at the reporting date (i.e., their carrying amounts). Fair values of fixed-rate certificates of
deposit are estimated using a discounted cash flow calculation that applies interest rates currently being
offered on certificates to a schedule of aggregated expected monthly maturities on time deposits.

Short-term borrowings: The fair values of short-term borrowings are estimated using quoted market
prices or discounted cash flow analyses based on our current incremental borrowing rates for similar types of
borrowing arrangements.

Long-term debt: The fair values of our long-term debt (other than deposits) are estimated using quoted
market prices or discounted cash flow analyses based on our current incremental borrowing rates for similar
types of borrowing arrangements.

Off-balance sheet and derivative financial instruments: Fair values are based upon: (1) quoted
market prices of comparable instruments (e.g., options on mortgage-backed securities and commitments to
buy or sell foreign currencies); (2) fees currently charged to enter into similar agreements, taking into account
the remaining terms of the agreements and the counterparties’ credit standing (letters of credit and
commitments to extend credit); or (3) pricing models based upon quoted markets, current levels of interest
rates and specific cash flow schedules (e.g., interest rate swaps).

As discussed above, some of our financial instruments are short-term, and therefore, the carrying
amounts in the consolidated balance sheets approximate fair value. Other significant assets and liabilities,
which are not considered financial assets or liabilities and for which fair values have not been estimated,
include premises and equipment, goodwill and other intangibles, deferred taxes and other liabilities.
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This table is a summary of financial instruments, as defined by FAS 107, excluding leases, short-term
financial assets and liabilities, for which carrying amounts approximate fair value, trading assets, which are
carried at fair value, securities available for sale (Note 5) and derivatives (Note 19).

(dollars in thousands) Book Value Fair Value Book Value Fair Value
2006 2005

Financial Assets
Loans held for sale $ 108,093 $ 108,093 $ 65,912 $ 65,912
Loans, net(1) 37,089,470 36,934,812 35,597,946 35,300,771

Financial Liabilities
Deposits $37,436,420 $37,434,484 $33,901,911 $33,894,482
Short-term borrowings(2) 2,094,562 2,094,732 5,432,936 5,429,109
Long-term debt(3) 6,670,057 6,655,794 6,944,038 6,936,505

(1) Excludes net leases of $2,011 million and $1,745 million at December 31, 2006 and 2005, respectively.
(2) Includes federal funds purchased and securities sold under agreements to repurchase and short-term borrowings.
(3) Excludes capital leases of $20.0 million and $13.3 million at December 31, 2006 and 2005, respectively.

The following table presents a summary of the fair value of the Bank’s off-balance sheet commitments
and letters of credit excluding lease commitments:

(dollars in thousands) 2006 2005

Commitments to extend credit $85,793 $64,721
Standby letters of credit 9,790 8,035
Commercial letters of credit 626 315
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