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1st SOURCE CORPORATION
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(Unaudited - Dollars in thousands)
September 3(  December 31

2007 2006
ASSETS
Cash and due from ban $ 117,56 $ 118,13:
Federal funds sold ar
interest bearing deposits with other ba 3,75¢ 64,97¢
Investment securities availa-for-sale
(amortized cost of $807,441and $709,!

at September 30, 2007 and December 31, 2006, rtesser 810,80: 708,67:
Mortgages held for sa 25,07« 50,15¢
Loans and lease net of unearned discout

Commercial and agricultural loa 585,84 478,31(

Auto, light truck and environmental equipm 330,96 317,60

Medium and heavy duty truc 315,11¢ 341,74«

Aircraft financing 583,53 498,91«

Construction equipment financit 377,06¢ 305,97¢

Loans secured by real esti 858,81¢ 632,28

Consumer loans 150,25( 127,70t
Total loans and leas: 3,201,59! 2,702,53

Reserve for loan and lease losses (64,664) (58,80:)
Net loans and leas: 3,136,93. 2,643,73!
Equipment owned under operating leases 78,04 76,31(
Net premises and equipme 49,27: 37,32¢
Gooduwill and intangile asse 91,54¢ 19,41¢
Accrued income and other assets 99,66 88,58
Total assets $ 441265 $ 3,807,31
LIABILITIES
Deposits:

Noninterest bearin $ 389,09¢ $ 339,86t

Interest bearing 3,026,07! 2,708,411
Total deposit: 3,415,16! 3,048,28.
Federal funds purchased and secur

sold under agreements to repurch 327,62: 195,26:
Other shoi-term borrowings 24,61 27,45¢
Long-term debt and mandatorily redeemable secul 44 ,30: 43,76:
Subordinated note 100,00: 59,02:
Accrued expenses and other liabilities 73,74¢ 64,62¢
Total liabilities 3,985,45! 3,438,41.
SHAREHOLDERS' EQUITY
Preferred stock; no par val

Authorized 10,000,000 shares; none issued or owistg - -
Common stock; no par vall

Authorized 40,000,000 shares; issued 25,918,58@&ptember 30, 20(

and 23,781,518 at December 31, 2006, less uneahzed:

(275,004 at September 30, 2007 and 262,986 at Deaedd, 2006 342,84( 289,16
Retained earning 112,93t 99,57:
Cost of common stock in treasury (1,470,523 shar&eptember 30, 2007, a

1,022,435 shares at December 31, 2( (30,717 (29,577)
Accumulated other comprehensive income/(loss) 2,13¢ (260)
Total shareholders' equity 427,19! 368,90:-
Total liabilities and shareholders' equity $ 441265 $ 3,807,31

The accompanying notes are a part of the consetidfatancial statement
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1st SOURCE CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited - Dollars in thousands, except per share amount:

Three Months Ende Nine Months Ende:
September 3( September 3(
2007 2006 2007 2006

Interest income

Loans and lease¢ $ 57,97C $ 47,46¢ $ 159,32 $ 132,77

Investment securities, taxat 7,36¢ 5,29¢ 19,08¢ 14,02(

Investment securities, t-exempt 2,215 1,27¢ 5,351 3,83¢

Other 782 334 2,85¢ 921
Total interest income 68,33( 54,37¢ 186,61! 151,55¢
Interest expens:t

Deposits 31,18¢ 22,39¢ 85,24¢ 58,71t

Shor-term borrowings 2,97¢ 2,77¢ 8,24( 8,35¢

Subordinated note 1,84¢ 1,09¢ 4,23¢ 3,22¢

Long-term debt and mandatorily redeemable secsritie 624 658 2,04¢ 1,56(
Total interest expense 36,63 26,92¢ 99,77+ 71,86:
Net interest income 31,69¢ 27,45 86,84: 79,69¢
Provision for (recovery of provision for) loan aledse losses 3,66( (667) 4,284 (2,638
Net interest income after provision for

(recovery of provision for) loan and lease losst 28,03¢ 28,11¢ 82,557 82,33
Noninterest income

Trust fees 3,85:¢ 3,271 11,36: 10,32(

Service charges on deposit accol 5,27¢ 5,02( 15,07 14,32

Mortgage banking incom 77C 4,971 2,40( 9,83:

Insurance commissior 964 1,01z 3,54( 3,62¢

Equipment rental incom 5,34t 5,03: 15,73( 13,91(

Other income 1,841 1,74( 6,04z 4,87:

Investment securities and other investment (losg&isis (154) (223) 30C 2,01(
Total noninterest income 17,89 20,82 54,45 58,89¢
Noninterest expens

Salaries and employee bene 20,03t 17,43 55,75¢ 49,82(

Net occupancy expen: 2,467 1,85¢ 6,552 5,581

Furniture and equipment exper 3,99¢ 2,93¢ 10,83¢ 9,02¢

Depreciatior- leased equipmel 4,28¢ 4,031 12,60: 10,96(

Supplies and communicatic 1,66¢€ 1,35¢ 4,45( 4,02¢

Other expense 4,99; 4,21z 13,48¢ 14,19¢
Total noninterest expense 37,44( 31,82« 103,68t 93,61¢
Income before income tax 8,49t 17,117 33,32« 47,61:
Income tax expense 2,365 6,15% 10,61: 16,43¢
Net income $ 6,13C $ 10,96 $ 22,718 $ 31,17«
Per common shar

Basic net income per common share $ 0.2t $ 0.4¢ $ 097 $ 1.3¢

Diluted net income per common share $ 0.2t % 048 $ 0.9¢ $ 1.3€

Dividends declared $ 0.14C $ 0.14C $ 0.42C $ 0.39/
Basic weighted average common shares outstanding 24,275,79 22,497,93 23,309,28 22,549,91
Diluted weighted average common shares outstanding 24,567,40 22,811,27 23,603,67 22,843,78

The accompanying notes are a part of the conselidatancial statement
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1st SOURCE CORPORATION

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
(Unaudited - Dollars in thousands, except per share amount:
Net
Unrealizec
Appreciation
Cost of (Depreciation
Common of Securities
Common Retainec Stock Available-
Total Stock Earnings in Treasury For-Sale

Balance at January 1, 200! $ 34557t $ 22157¢ $ 139,60: $ (12,369 $ (3,240
Comprehensive Income, net of tax
Net Income 31,17¢ - 31,17« - -

Change in unrealized appreciatior

of available-for-sale securities, net of ta: 2,321 - - - 2,321
Total Comprehensive Income 33,49¢ - - - -
Issuance of 94,089 common shar:

under stock based compensation award

including related tax effects 70¢ - 358 35€ -
Cost of 328,931 shares of commc

stock acquired for treasury (7,38%) - - (7,385 -
Cash dividend ($0.394 per share (8,937) - (8,937) - -
10% common stock dividend

($12 cash paid in lieu of fractional shares (12) 67,58¢ (67,596 - -
Balance at September 30, 20C $ 363,44t $ 289,16: $ 9459t $ (19,399 $ (919)
Balance at January 1, 200° $ 368,90: $ 289,16: $ 99,57: $ (19,57) $ (260)
Comprehensive Income, net of tax
Net Income 22,718 - 22,71 - -

Change in unrealized appreciatior

of available-for-sale securities, net of ta: 2,39/ - - - 2,39¢
Total Comprehensive Income 25,10% - - - -
Issuance of 40,349 common shar:

under stock based compensation award

including related tax effects 544 - 384 16C -
Cost of 478,083 shares of commc

stock acquired for treasury (11,30¢) - - (11,30¢) -
Cash dividend ($0.42 per share (9,73)) - (9,73)) - -
Issuance of 2,124,974 shares of comm

stock for FINA Bancorp purchase 53,67 53,67 - - -
Balance at September 30, 20C $ 427,19 $ 34284 $ 112,93t $ (30,71) $ 2,13¢

The accompanying notes are a part of the consetidfatancial statement
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1st SOURCE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited - Dollars in thousands)
Nine Months Ended September
30,
2007 2006

Operating activities
Net income $ 22,710 $ 31,17«
Adjustments to reconcile net income to net ¢
from/(used in) operating activitie

Provision for (recovery of provision for) loan aledise losse 4,28¢ (2,63¢)
Depreciation of premises and equipm 3,90¢ 3,68¢
Depreciation of equipment owned under operatingds 12,60: 10,96(
Amortization of investment security premiul
and accretion of discounts, r (279) 15¢
Amortization of mortgage servicing rigr 1,75:% 3,93(
Mortgage servicing asset impairment recove - (16)
Change in deferred income ta» (3,226 (5,87¢)
Realized investment securities ga (300 (2,010
Change in mortgages held for s 25,08t 13,03¢
Change in interest receivat (3,539 (1,705
Change in interest payat 2,81¢ 5,10¢
Change in other asse (1,309 577
Change in other liabilitie (867) (67)
Other 1,32¢ 77
Net change in operating activiti 64,98( 56,39¢
Investing activities
Cash paid for acquisition, net of cash acqt (55,977 -
Proceeds from sales of investment secur 1,07( 64,62
Proceeds from maturities of investment secur 445 .84° 216,99¢
Purchases of investment securit (360,199 (272,05%)
Net change in shc-term investment 217,40( 10,83¢
Net change in loans and lea: (261,770) (160,780()
Net change in equipment owned under operating % (14,339 (26,92¢)
Purchases of premises and equipment (13,600) (3,010
Net change in investing activitis (41,567) (170,32)

Financing activities
Net change in demand deposits, N(

accounts and savings accou (230,67°) (320,06()
Net change in certificates of depc 75,42( 459,74
Net change in shc-term borrowings 111,33: (68,259
Proceeds from issuance of l--term debt - 20,97:
Proceeds from issuance of subordinated r 58,76¢ -
Payments on subordinated na (17,789 -
Payments on lor-term debi (381) (337)
Net proceeds from issuance of treasury s 54t 70¢
Acquisition of treasury stoc (11,30¢) (7,385)
Cash dividends (9,897 (9,106

Net change in financing activitie (23,985 76,27¢
Net change in cash and cash equival (567) (37,657
Cash and cash equivalents, beginning of year 118,13: 124,81
Cash and cash equivalents, end of period $ 117,56: $ 87,16¢

Supplemental nc-cash activity
Common stock issued for purchase of FINA $ 53,667 $ =

The accompanying notes are a part of the consetidfatancial statement
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1ST SOURCE CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Notel. Basis of Presentati

The accompanying unaudited consolidated finant@éments reflect all adjustments (all of which moemal and recurring in nature) that are, in
opinion of management, necessary for a fair presient of the consolidated financial position, tesults of operations, changes in shareholderstequi
and cash flows for the periods presented. Thesediteal consolidated financial statements have Ipeepared according to the rules and regulations of
the Securities and Exchange Commission (SEC) aedefore, certain information and footnote disctesunormally included in financial statements
prepared in accordance with U. S. generally acdepteounting principles have been omitted. The dltighe Consolidated Financial Statements
appearing in 1st Source Corporation’s Annual ReporForm 10-K for 2006 (2006 Annual Report), whicblude descriptions of significant accounting
policies, should be read in conjunction with thederim financial statements. The balance sheBeaember 31, 2006, has been derived from the
audited financial statements at that date, but doéiclude all of the information and footnotesgjuired by U. S. generally accepted accounting
principles for complete financial statements. Garamounts in the prior period consolidated finahstatements have been reclassified to confortih wi
the current year presentation.

Note 2. Acquisition Activity

FINA Bancorp

On May 31, 2007, we acquired FINA Bancorp (FINAE fparent company of First National Bank, ValpardlSNBV), for $133.80 million. FNBV
is a full service bank with 26 banking facilitiexchted in Porter, LaPorte and Starke Countiesdifira. Pursuant to the definitive agreement, FINA
shareholders were able to choose whether to re¢sivBource common stock and/or cash pursuaneteléction procedures described in the definitive
agreement. Under the terms of the transactiddARias acquired in exchange for 2,124,974 shardsoSource common stock valued at $53.68
million and $80.12 million in cash. The value bétcommon stock was $25.26. We believe that thehase of FINA is a natural extension of our
service area and is consistent with our growthraadket expansion initiatives. We expect to mey8¥ and 1st Source Bank in early 2008.

The acquisition was accounted for under the puehasthod of accounting, and accordingly, the pgetmice has been allocated to the tangible
and identified intangible assets purchased antlahiities assumed based upon the estimated #dires at the date of acquisition. There are refer:
in the process of allocating the purchase pricelthge not been entirely completed. Identifie@igible assets and purchase accounting fair value
adjustments are being amortized under various ndstbwer the expected lives of the correspondingtassd liabilities. Goodwill will not be
amortized, but will be reviewed for impairment anannual basis. Currently, identified intangiagsets from the acquisition subject to amortizadica
$8.59 million and total goodwill from the acquisitiis $63.21 million.

On the date of acquisition, unaudited financialesteents of FINA reflected assets of $619.31 milliwhich included $240.13 million of loans and
$184.47 million of investment securities, $523.0dliam of deposits and year-to-date net income &85 million. In conjunction with the $240.13
million of loans, FINA'’s allowance for loan lossasthe acquisition date was $2.42 million. We &pthe guidance required under the American
Institute of Certified Public Accountants StatemehPosition 03-3Accounting for Certain Loans or Debt Securities iced in a Transfe(SOP 03-3)
and determined that certain loans acquired in tNARcquisition had evidence of deterioration cddit quality since origination and it was probable
that all contractual required payments would notdléected on these loans. We determined thati®ans with book values totaling approximately
$0.28 million and fair values of $0.07 million wesgthin the guidelines set forth under SOP 03-3e #corded these loans at their fair value and
reduced the allowance for loan losses by $0.2%ianill Accordingly, we recorded $2.21 million of eege for loan losses on loans not subject to SOP 03
3.
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Pro Forma Condensed Combined Financial Information

The following pro forma condensed combined finahicitormation presents the results of operations th@ acquisition been completed as of the
beginning of the periods indicated.

Three Months Ended Nine Months Ended September
September 3( 30,
2007 2006 2007 2006

Net interest income after provision for (recovefymvision for) loan ant
lease losse $ 28,03t $ 32,75¢ % 89,94¢ $ 96,38t¢
Noninterest incom 17,897 17,93¢ 61,70« 57,16%
Noninterest expens 37,44( 36,38: 112,76¢ 107,53
Income before income tax 8,49t 14,31: 38,88: 46,01¢
Income tax expense 2,36¢ 5,01¢ 12,67( 15,54:
Net income $ 6,13C $ 9,29t $ 26,21 $ 30,47:
Per common shar

Basic net income per common sh $ 0.2t $ 0.3t $ 1.07 $ 1.24

Diluted net income per common sh $ 0.2 $ 037 $ 1.0e $ 1.24
Basic weighted average common shares outstal 24,275,79 24,622,90 24,484,63 24,674,88
Diluted weighted average common shares outstar 24,567,40 24,936,24 24,781,99 24,968,75

Trustcorp Mortgage Company

On May 1, 2007, the business of Trustcorp Mortgagmpany was merged with 1st Source Bank; both aéhvare wholly owned subsidiaries of
1st Source Corporation. We believe that this allbw us to focus our home mortgage efforts inSmtirce Bank’s retail footprint in Indiana and
Michigan and provide a foundation for broadeningdi relationships with our clients. Prior to #euisition by 1st Source Bank, both 1st SourcekBan
and Trustcorp Mortgage Company held a strong mgegaigination market share within 1st Source Banidditional 15 county market of Northern
Indiana and Southwestern Michigan. This marketeaihtinue to be the focus of 1st Source Bank’s éonortgage business.

Note 3. Recent Accounting Pronounceme

In September 2006, the Financial Accounting Stasl&oard (FASB) issued Statement of Financial Aatiog Standard (SFAS) No. 157Fa&ir
Value Measurement$which defines fair value, establishes a framéwfor measuring fair value and expands disclosalesit fair value
measurements. SFAS No. 157 applies under otheuating pronouncements that require or permitfalue measurements, but it does not require any
new fair value measurements. SFAS No. 157 is ékedor fiscal years beginning after November 2807, and interim periods within those fiscal
years. We are currently in the process of evalgatie impact of SFAS No. 157 on our Consolidatiediicial Statements.

In February 2007, the Financial Accounting Standd@dard (FASB) issued Statement No. 19%e Fair Value Option for Financial Assets and
Financial Liabilities— Including an Amendment of FASB No. 1{SFAS No. 159). This standard permits an entitghtoose to measure many financial
instruments and certain other items at fair valliee fair value option permits companies to chdosaeasure eligible items at fair value at spedifie
election dates. Companies will report unrealizaohg and losses on items for which the fair valpiton has been elected in earnings after
adoption. SFAS No. 159 requires additional disales related to the fair value measurements indlirdéhe companies financial statements. This
statement is effective for financial statementaeskfor fiscal years beginning after November TH72 We will adopt SFAS No. 159 on January 1,
2008. We are evaluating the impact of SFAS No.db%he consolidated financial statements.
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In July 2006, the FASB issued FASB Interpretation ¥8 (FIN No. 48), “Accounting for Uncertainty in Income Taxes—an iptetation of FASB
Statement No. 109%hich clarifies the accounting for uncertainty &x fpositions. FIN No. 48 requires that we recogimizeur financial statements, the
impact of a tax position, if that position is mditeely than not of being sustained on audit, basedhe technical merits of the position. The primris of
FIN No. 48 are effective as of the beginning of 8007 fiscal year, with the cumulative effect of thange in accounting principle recorded as an
adjustment to opening retained earnings. We addpgprovisions of FIN No. 48 on January 1, 20Dgtails related to the adoption of FIN No. 48 and
the impact on our financial statements are moig fliscussed in Note 7 — Uncertainty in Income TBaxe

Note 4. Reserve for Loan and Lease Lo:

The reserve for loan and lease losses is maintaihadevel believed to be adequate by manageretisorb probable losses inherent in the loan
and lease portfolio. The determination of the meseequires significant judgment reflecting marragat’s best estimate of probable loan and lease
losses related to specifically identified loans dabes as well as probable losses in the remadfidiee various loan and lease portfolios. The
methodology for assessing the appropriateneseakiterve consists of several key elements, whidhde: specific reserves for identified special
attention loans and leases (classified loans askteand internal watch list credits), percenttigeations for special attention loans and leasisout
specific reserves, formula reserves for each basitending division portfolio, including a highegrpentage reserve allocation for special atteriians
and leases without a specific reserve, and reséovemoled homogeneous loans and leases. Manayenesaluation is based upon a continuing re
of these portfolios, estimates of future customafgrmance, collateral values and dispositionsfaretasts of future economic and geopolitical esent
all of which are subject to judgment and will chang

Note 5. Financial Instruments with ¢Balance-Sheet Risk

To meet the financing needs of our customers, dstcg Corporation and its subsidiaries are pattiémancial instruments with off-balance-sheet
risk in the normal course of business. These ofifiimesheet financial instruments include commitmentsriginate, purchase and sell loans and sta
letters of credit. The instruments involve, toyag degrees, elements of credit and interestrisiten excess of the amount recognized in the
consolidated statements of financial condition.r &posure to credit loss in the event of nonpentorce by the other party to the financial instruteen
for loan commitments and standby letters of crisdiepresented by the dollar amount of those instnts. We use the same credit policies and cddlater
requirements in making commitments and conditi@fdiigations as we do for on-balance-sheet instrusnen

1st Source Bank and FNBV, subsidiaries of 1st Sm@urporation, grant mortgage loan commitmentsotodwers, subject to normal loan
underwriting standards. The interest rate risk @ased with these loan commitments is managed Briawy into contracts for future deliveries of
loans. Loan commitments generally have fixed etfin dates or other termination clauses and mgyire payment of a fee. Since many of the
commitments are expected to expire without beirgvdrupon, the total commitment amounts do not resg#yg represent future cash requirements.

-0-
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We issue letters of credit that are conditional sotments that guarantee the performance of a cuesttora third party. The credit risk involved and
collateral obtained in issuing letters of crediegsentially the same as that involved in extenlting commitments to customers.

As of September 30, 2007 and December 31, 200&diste Bank had commitments outstanding to originad purchase mortgage loans
aggregating $80.00 million and $113.25 million pestively. Outstanding commitments to sell mortgkgas aggregated $39.38 million at September
30, 2007, and $73.87 million at December 31, 2@&ndby letters of credit totaled $62.03 milliord&83.15 million at September 30, 2007, and
December 31, 2006, respectively at 1st Source BanlSeptember 30, 2007, standby letters of crediled $1.89 million at FNBV. Standby letters of
credit have terms ranging from six months to orexye

Note 6. Stoc-Based Compensation

As of September 30, 2007, we had five stock-basga@/ee compensation plans, which are more fulscdbed in Note K of the Consolidated
Financial Statements in 1st Source’s Annual Repoiftorm 10-K for the year ended December 31, 200&se plans include two stock option plans,
the Employee Stock Purchase Plan, the Executiventive Plan, and the Restricted Stock Award Plan.

Effective January 1, 2006, we adopted the fair@afcognition provisions of SFAS No. 123(R), uding modified prospective transition method
and, therefore, have not restated results for peoiods. Under this transition method, stock-basedpensation expense for the first quarter of 2006
included compensation expense for all stock-basetbensation awards granted prior to, but that reethunvested as of, January 1, 2006.
Compensation expense was based on the grant datalfee estimated in accordance with the origpralvision of SFAS No. 123.

Prior to January 1, 2006, we accounted for stodei@ompensation under the recognition, measureaneinpro forma disclosure provisions of
APB No. 25, the original provisions of SFAS No. 128d SFAS No. 148, “Accounting for Stock-Based @ensation-Transition and
Disclosure” (SFAS 148). In accordance with APB 86, we generally would have recognized compensatipense for stock awards on the grant date
and we generally would have recognized compensatipense for stock options only when we grantetoptwith a discounted exercise price or
modified the terms of previously issued optiong] mould have recognized the related compensatiperese ratably over the associated service period,
which was generally the option vesting term.

Stock-based compensation expense for all stockdbam®pensation awards granted after January 1, 200@sed on the grant-date fair
value. For all awards except stock option awatdsgrant date fair value is either the fair markadtie per share or book value per share (correpon
to the type of stock awarded) as of the grant d&tw. stock option awards, the grant date fair @aduestimated using the Black-Scholes option ipgici
model. For all awards we recognize these compiemsabsts only for those shares expected to vestgiraight-line basis over the requisite service
period of the award, for which we use the relatesting term. We estimate forfeiture rates baseldistorical employee option exercise and employee
termination experience. We have identified sepagetaps of awardees that exhibit similar optionreis® behavior and employee termination
experience and have considered them as separafesgrothe valuation models and expense estimates.

As a result of our January 1, 2006, adoption of SF.123(R), the impact to the Consolidated Firalrgiatements for the three month period
ended September 30, 2006 on income before incoxes t&nd on net income were additions of $0.27 onilind $0.17 million, respectively; and for the
nine month period ended
September 30, 2006 on income before income taxésmmet income were additions of $2.09 million $id29 million, respectively. The cumulative
effect of the change in accounting was $0.66 nmlbefore income taxes and $0.40 million, after medaxes. The impact on both basic and diluted
earnings per share for the three months ended 18bpte30, 2006 was $0.01 per share. The impact tinbasic and diluted earnings per share for the
nine months ended September 30, 2006 was $0.0thpee. In addition, prior to the adoption of SFA& 123(R), we presented the tax benefit of s
option exercises as operating cash flows. Uporatioption of SFAS No. 123(R), tax benefits resulfirogn tax deductions in excess of the compens
cost recognized for those options are classifieiihasicing cash flows.

-1C-
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The stockbased compensation expense recognized in the cemdiennsolidated statement of operations for the months ended September
2007 and 2006 was based on awards ultimately esgpé¢otvest, and accordingly has been adjustedégrtiount of estimated forfeitures. SFAS No. 123
(R) requires forfeitures to be estimated at theetohgrant and revised, if necessary, in subseqesdds if actual forfeitures differ from thoseiemtes
Forfeitures were estimated based partially on hisabexperience.

The aggregate intrinsic value in the table belopresents the total pretax intrinsic value (theetti#hce between 1st Source’s closing stock price
on the last trading day of the third quarter of 2¢Beptember 30, 2007) and the exercise pricejptiatt by the number of in-the-money options) that
would have been received by the option holdersatlamption holders exercised their options on Saer 30, 2007. This amount changes based on the
fair market value of 1st Souraestock. Total intrinsic value of options exercisedthe nine months ended September 30, 2007 268 thousand. Tot
fair value of options vested and expensed was ¥8&staind, net of tax, for the nine months endede®dptr 30, 2007.

September 30, 20(C
Average
Weighted Remaining Total
Average Contractua Intrinsic
Number of Gran-date Term Value
Shares Fair Value (in years) (in 000's)

Options outstanding, beginning of ye 489,47F % 26.0¢
Granted 2,69¢ 28.4(
Exercisec (20,659 15.6:
Forfeited - -
Options outstanding, September 30, 2007 47151 $ 26.51] 137 ¢ 40C
Vested and expected to vest at September 30, 2007 471,51° 137 ¢ 40C
Exercisable at September 30, 2007 457,82 1.2¢ $ 281

The following weightedaverage assumptions were used to estimate thealaie of options granted during the nine monthsdrSeptember 2

2007:
Risk-free interest rate @%n
Expected dividend yield 1.94%
Expected volatility factor 30.46%
Expected option life 4.67 years

No options were granted during the nine months eé®kptember 30, 200

As of September 30, 2007, there was $1.79 millioio@l unrecognized compensation cost relatedbtovasted share-based compensation
arrangements. That cost is expected to be recafjoizer a weighted-average period of 5.16 years.
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The following table summarizes information abowtcktoptions outstanding at September 30, 2007:

Weighted
Average Weighted Weighted
Range ol Number Remaining Average Number Average
Exercise of shares Contractua Exercise of shares Exercise
Prices Outstanding Life Price Exercisable Price
$12.04 to $17.9' 29,508 4.99 $13.38 18,508 $14.18
$18.00 to $26.9' 55,587 3.08 21.06 55,587 21.06
$27.00 to $28.41 386,422 0.85 28.30 383,726 28.30

The fair value of each stock option was estimatethe date of grant using the Black-Scholes opfiooing model with the weighed average
assumptions included in the table above.

Note 7. Uncertainty in Income Tax

We adopted the provisions of FASB Interpretation 8 Accounting for Uncertainty in Income Taxes,January 1, 2007. As a result of the
implementation of FIN No. 48, we recognized no g®im the liability for unrecognized tax benefits.

The total amount of unrecognized tax benefits atidey 1, 2007, was $5.79 million. Of that amo®3t,33 million would affect the effective tax
rate if recognized. We recognize interest and piesahrough the income tax provision. The tetaount of interest and penalties on the date of
adoption was $0.87 million.

Tax years that remain open and subject to auditdecfederal 2003—2006 years and Indiana 2002—2686. Additionally, we have an open tax
examination with the Indiana Department of Revefonghe tax years 2002-2004. Indiana is curreptiyposing adjustments for certain apportionment
issues. We are appealing these adjustments.

ITEM 2.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Except for historical information contained herahe matters discussed in this document expreswéia-looking statements.” Generally, the
words “believe,” “expect,” “intend,” “estimate,” fdicipate,” “project,” “will” and similar expressits indicate forward-looking statements. Those
statements, including statements, projectionsmeséis or assumptions concerning future eventsréorpgance, and other statements that are other than
statements of historical fact, are subject to niglteisks and uncertainties. We caution readerdmptace undue reliance on any forward-looking
statements, which speak only as of the date madan@y make other written or oral forward-lookingtetnents from time to time. Readers are advised
that various important factors could cause ouralatsults or circumstances for future periodsitiedmaterially from those anticipated or projetia

such forward-looking statements. Such factors he]uut are not limited to, changes in law, regoitet or U. S. generally accepted accounting
principles; our competitive position within the rkats we serve; increasing consolidation withinlihaking industry; unforeseen changes in interest
rates; unforeseen changes in loan prepayment asismsipunforeseen downturns in or major eventscéifig the local, regional or national economie

the industries in which we have credit concentretj@nd other matters discussed in 1st Sourceiggilwith the SEC, including its Annual Report on
Form 10-K for 2006, which filings are availablern the SEC. We undertake no obligation to publigigate or revise any forward-looking statements.

The following management’s discussion and anaiggsesented to provide information concerning@andition as of September 30, 2007, as
compared to December 31, 2006, and the resultperfations for the three and nine months ended Bdéyete30, 2007 and 2006. This discussion and
analysis should be read in conjunction with ourstdidated financial statements and the financidl statistical data appearing elsewhere in thisntepo
and our 2006 Annual Report.
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IMPACT OF FIRST NATIONAL BANK, VALPARAISO ACQUISITI

ON

The following disclosure is not determined in ad@orce with generally accepted accounting princiiB&SAP) and is considered a non-GAAP
disclosure. Management believes that this preentavhile not in accordance with GAAP, providesetul insight as to the impact of the acquisitién o
First National Bank, Valparaiso on the financiahdition from the date of acquisition to Septemb@r207.

We acquired First National Bank, Valparaiso (FNBW)May 31, 2007 (See Note 2 of the Notes to Codat#d Financial Statements for
information concerning this acquisition). The éalling table shows (for selected balance sheet iwr&ptember 30, 2007) the consolidated balance
sheet item, the total for the balance sheet itanfFiMBV, and the total for the balance sheet itethout FNBV.

Selectec- Balance Sheet Item:
(Unauditec- Dollars in thousands
1st Source 1st Source 1st Source
Without
Consolidatec FNBV FNBV Consolidatec
September 3(  September 3(  September 3( December 31
2007 2007 2007 2006
Investment securities availa-for-sale $ 810,80: $ 93,000 $ 717,79 % 708,67
Total loans and leas: 3,201,59! 241,57 2,960,01! 2,702,53
Reserve for loan and lease losses (64,66 (2,212) (62,457) (58,807)
Net loans and leas: 3,136,93: 239,36! 2,897,561 2,643,73!
Net premises and equipme 49,27: 20,99¢ 28,27 37,32¢
Goodwill and other intangible ass: 91,54¢ 71,55¢ 19,987 19,41¢
Deposits:
Noninterest bearin 389,09¢ 47,81¢ 341,28: 339,86¢
Interest bearing 3,026,07! 464,15 2,561,91. 2,708,411
Total deposit: 3,415,16! 511,97: 2,903,19 3,048,28.
Federal funds purchased and securities sold unpteements to repurcha 327,62: 16,93: 310,69: 195,26:
Total asset 4,412 ,65. 669,32¢ 3,743,32! 3,807,31!

FINANCIAL CONDITION

Our total assets at September 30, 2007, were $dligh, up $605.34 million or 15.90% from Decemi®dr, 2006. The increase in assets was d
the acquisition of FNBV which had assets, includipogpdwill, of $669.33 million at September 30, 2007

Total loans and leases were $3.20 billion at Sebé&er80, 2007, an increase of $499.06 million 0AI% from December 31, 2006. The acquisi
of FNBV contributed $241.58 million toward the ireise in total loans and leases at September 39, 200
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Total deposits at September 30, 2007, were $3@rhiup $366.89 million or 12.04% over the congdale figures at the end of 2006. The incre
in deposits was due to the acquisition of FNBV waHiad total deposits of $511.97 million at Septen@te 2007.

Nonperforming assets at September 30, 2007, wetd $illion compared to $17.67 million at DecemB&r 2006. At September 30, 2007,
nonperforming assets were 0.52% of net loans aaskfecompared to 0.64% at December 31, 2006.

Other assets were as follows:

(Dollars in Thousands

September 3(  December 31

2007 2006

Other asset:

Bank owned life insurance cash surrender v $ 38,82¢ $ 36,157

Accrued interest receivab 21,53¢ 17,997

Mortgage servicing asse 7,617 7,57z

Other real estat 2,67¢ 80C

Repossessior 3,43( 97k

All other assets 25,57¢ 25,08¢
Total other assets $ 99,667 $ 88,58¢

CAPITAL

As of September 30, 2007, total shareholders' gquats $427.20 million, up $58.29 million or 15.80f6m the $368.90 million at December 31,
2006. Common stock increased by $53.68 million tdude issuance of 2,124,974 1st Source commaesHiar the acquisition of FINA. Other
significant changes in shareholders’ equity dutmgfirst nine months of 2007 included net incorh&22.71 million, $11.31 million in treasury stock
purchases, and $9.73 million of dividends paide &hcumulated other comprehensive income compafisitareholdersequity totaled $2.13 million
September 30, 2007, compared to an accumulated aihgrehensive loss of $0.26 million at Decemter2D06. The increase in accumulated other
comprehensive income was a result of changes igalined gain or loss on securities in the availdbitesale portfolio. Our equity-to-assets ratioswa
9.68% as of September 30, 2007, compared to 9.6@Wé@Ember 31, 2006. Book value per common shae tw$17.67 at September 30, 2007, up
from $16.40 at December 31, 2006.

We declared and paid cash dividends per commore sli&0.14 during the third quarter of 2007. Tiadlihg four quarters dividend payout ratio,
representing dividends per share divided by diletahings per share, was 42.42%. The dividendyiag continually reviewed by management and
the Board of Directors.

The banking regulators have established guidefmeleverage capital requirements, expressed mdef Tier 1 or core capital as a percentage of
average assets, to measure the soundness of eifinastitution. In addition, banking regulatdrave established risk-based capital guideline&fsr
banking organizations. The actual and required&sgmounts and ratios of 1st Source Corporatlsh Source Bank, and FNBV, as of September 30,
2007, are presented in the table below:
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To Be Well
Capitalized Unde
Minimum Capital Prompt Corrective
Actual Adequacy Action Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
Total Capital (To Ris-Weighted Assets’
1st Source Corporatic $ 478,08: 13.01% $ 292,72; 8.0% $ 365,90¢ 10.0(%
1st Source Ban 402,27! 11.8¢ 271,93¢ 8.0C 339,91° 10.0¢
FNBV 63,626 22.9¢ 22,19¢ 8.0C 27,74. 10.0¢
Tier 1 Capital (to Ris-Weighted Assets’
1st Source Corporatic 430,36" 11.7¢ 146,36« 4.0C 219,54! 6.0C
1st Source Ban 358,69: 10.5¢ 135,96° 4.0C 203,95( 6.0C
FNBV 61,41« 22.1¢ 11,09¢ 4.0C 16,64¢ 6.0C
Tier 1 Capital (to Average Asset:
1st Source Corporatic 430,36! 9.8¢ 174,19¢ 4.0C 217,74 5.0C
1st Source Ban 358,69: 9.0¢ 157,99( 4.0C 197,48 5.0C
FNBV 61,41« 9.82 25,02: 4.0C 31,27% 5.0C

LIQUIDITY AND INTEREST RATE SENSITIVITY

Effective liquidity management ensures that théndbmsv requirements of depositors and borrowersyels as the operating cash needs of 1st Sq
Corporation, are met. Funds are available froraralver of sources, including the securities porfalne core deposit base, Federal Home Loan Bank
borrowings, and the capability to package loansé&e. Our loan to asset ratio was 72.55% ate®aptr 30, 2007 compared to 70.98% at Decemb
2006 and 72.54% at September 30, 2006. Cash ahdeqaiivalents totaled $117.56 million at Septen3e2007 compared to $118.13 million at
December 31, 2006 and $87.17 million at SeptemBeR306. At September 30, 2007, the consolidatement of financial condition was rate
sensitive by $947.36 million more liabilities thassets scheduled to reprice within one year, omappately 0.72%. Management believes that the
present funding sources provide adequate liquidityeet our cash flow needs.

SUBORDINATED DEBT

During the second quarter of 2007, we completegthate placement issuance of $40 million of trustferred securities through, 1st Source
Master Trust, a newly formed subsidiary trust oigadh under Delaware law. The trust preferred sgesmwere issued at $1,000.00 per share and bear ¢
7.2175 percent per annum fixed rate of interestaple quarterly. The securities are redeemabée &fte years and are due in 2037. The net prcaeel
the issuance were used to fund a portion of thehase price for FINA. Additionally, during the sed quarter of 2007, we provided notice to the
trustee for the 690,000 shares of floating ratsttpueferred securities issued by 1st Source Qapist |1 of our plans to redeem these securibies
August 1, 2007.

During the third quarter of 2007, we completed atévplacement of $17 million of trust preferredwséies through 1st Source Master Trust. The
trust preferred securities were issued at $1,000e0Ghare and bear a 7.095 percent per annumrfiteaf interest for the first ten years and atflog
rate thereafter, payable quarterly. The secsriie redeemable after five years and are due3n.20he net proceeds of the trust preferred sgéesiri
issuance were used to redeem $17.78 million in @ed8ent floating-rate trust preferred securitessied by 1st Source Capital Trust Il and $0.43onill
of pre-tax capitalized debt issuance costs werdemrdff. We will dissolve our unconsolidated sighary 1st Source Capital Trust Il.

RESULTS OF OPERATIONS

Net income for the three- and nine-month periodiedrSeptember 30, 2007, was $6.13 million and #2&iflion respectively, compared to $10.96
million and $31.17 million for the same period2®06. Diluted net income per common share wass$an2 $0.96 respectively, for the three- and nine-
month periods ended September 30, 2007, compai®@i48 and $1.36 for the same periods in 2006urRetn average common shareholders' equity
was 7.58% for the nine months ended September08F, Zompared to 11.77% in 2006. The return or &tarage assets was 0.75% for the nine
months ended September 30, 2007, compared to 1iri 2906.
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The decrease in net income for the nine monthsce8eéptember 30, 2007, over the first nine montt2066, was primarily attributable to an
increase of $6.92 million in our provision for loand lease losses, a decline of $4.44 million inimterest income, and an increase of $10.07 miition
noninterest expense, which were primarily offsealf§s.83 million reduction in income tax expenBeetails of the changes in the various componer
net income are further discussed below.

NET INTEREST INCOME

The taxable-equivalent net interest income forttiiee months ended September 30, 2007, was $32lizhirup 16.64% from the comparable
period in 2006. The taxabkguivalent net interest income for the nine moetided September 30, 2007, was $89.40 million, arase of 9.56% fro
the same period in 2006.

The net interest margin on a fully taxable-equinaleasis was 3.16% for the three months ended Béete30, 2007, compared to 3.34% for three
months ended September 30, 2006. The net interasfin on a fully taxablequivalent basis was 3.17% for the nine months ésegptember 30, 200
compared to 3.36% for the nine months ended See&th 2006.

Average earning assets increased $772.42 milli@Bdr9% and $521.36 million or 16.04%, respectivily the three and nine month periods er
September 30, 2007, over the comparable period806. Average interest-bearing liabilities incex$773.40 million or 27.59% and $523.44 million
or 19.30%, respectively, for the three and nine tin@eriods ended September 30, 2007, over the a@tlesperiod one year ago. As of September 30,
2007, average earning assets at FNBV totaled $866iion and average interest-bearing liabilitetaled $229.74 million.

The yield on average earning assets increaséadis points to 6.71% for the third quarter of 28@m 6.55% for the third quarter of 2006. The
yield on average earning assets for the nine mpatiod ended September 30, 2007, increased 40 aisis to 6.71% from 6.31% for the nine month
period ended September 30, 2006. The rate earnadsats continued to experience positive impaota fhe increases in short-term market interest
rates from a year ago. Total cost of averageestdvearing liabilities increased 25 basis point$.06% for the third quarter of 2007 from 3.81%tfwe
third quarter of 2006. Total cost of average irgefgearing liabilities increased 58 basis pointd.i®% for the nine month period ended September 30
2007 from 3.54% for the nine month period ended&aper 30, 2006. The cost of interest-bearingliies was also affected by short-term market
interest rates. The result to the net interesgmaor the difference between interest income ammiag assets and expense on interest-bearingjtledyi
was a decrease of 18 basis points and 19 basits paspectively, for the three and nine monthquriended September 30, 2007 from September 30,
2006.

The largest contributor to the increaséniytield on average earning assets for the firm months of 2007, on a volume-weighted basis,theas
$391.52 million or 15.42% increase in higher yirlglhet loans and leases as compared to the firstmonths of 2006. Average loans and leases grew
by $564.49 million or 21.59% during the third qeardf 2007, compared to the third quarter of 20B8erage loans and leases outstanding increased
across our entire portfolio, most notably in constion equipment financing, commercial loans, aiftcfinancing, loans secured by real estate, and
medium and heavy duty truck financing for both tiied quarter and year-to-date 2007 as compar@0®6. As of September 30, 2007, average loans
and leases at FNBV totaled $107.56 million, thearigj were loans secured by real estate.
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Total average investment securities increased332 and 16.77%, respectively, for the three- dnd-rmonth periods over one year ago. This
increase was mainly due to an increase in mortpag&ed and municipal securities. Average mortghgésfor sale decreased 62.22% and 43.78%
respectively, for the three- and nine- month pevioder the same periods one year ago. Produatilomme decreased approximately 59% and 48%,
respectively, during the third quarter and yead#te 2007 compared to the third quarter and yedate 2006, primarily due to a reduction of our
mortgage purchase activity with the majority of puoduction affiliates. Other investments, whinblude federal funds sold, time deposits with other
banks and commercial paper, increased 1.43 timahdahree month period ended September 30, 2007 $ame period one year ago, and 1.89 times
for the first nine months of 2007 as compared &ofitst nine months of 2006 as excess funds wermested. As of September 30, 2007, the average
investment securities portfolio at FNBV totaled $4bmillion, the majority of which was in federajency and municipal securities.

Average interest-bearing deposits increa$&® 84 million or 28.25% and $508.41 million or %, respectively, for the third quarter of 200d an
first nine months of 2007, over the same period20@6. The effective rate paid on average intdvesting deposits increased 31 basis points to 3.95%
for the third quarter of 2007 compared to 3.64%tl@rthird quarter of 2006. The effective ratedpam average interest-bearing deposits increased 65
basis points to 4.00% for the first nine month2@®7 compared to 3.35% for the first nine month&Qf6.The increase in the average cost of interest-
bearing deposits during the third quarter and finse months of 2007 as compared to the third guartd first nine months of 2006 was primarily the
result of increases in interest rates offered grodi¢ products due to increases in market inteeges and increased competition for deposits aaibss
markets. As of September 30, 2007, average sttdemaring deposits at FNBV totaled $222.09 million

Average short-term borrowings increased $37.29%anilbr 14.33% for the third quarter of 2007 as cane to the third quarter of 2006. Shiatm
borrowings decreased $11.52 million or 4.20% ferrtime months ended September 30, 2007 as comfaetteel nine months ended September 30,
2006. Average trust preferred borrowings incrd&®€l.07 million or 69.58% and $17.46 million or.2%%, respectively, for the third quarter of 2007
and the first nine months of 2007, over the sami®@e in 2006. Interest paid on short-term andttpreferred borrowings decreased during the third
quarter of 2007 as compared to the third quart@006. Interest paid on short-term borrowings st preferred borrowings increased on a year-to-
date basis for 2007 as compared to 2006 primatitytd the interest rate increase in adjustableb@t@wings. Average long-term debt increased 4.7
million or 11.92% during the third quarter of 2085 compared to the third quarter of 2006. Avetagg-term debt increased $9.09 million or 26.19%
during the first nine months of 2007 as compareithédfirst nine months of 2006. The majority of ihcrease in long-term debt was made up of Federa
Home Loan Bank borrowings. Additionally, we issu#.00 million of trust preferred securities omd@, 2007, which were used to fund a portion of
the purchase price for FNBV, and $17.00 milliortroft preferred securities on August 1, 2007, wivehe used primarily to redeem trust preferred
securities issued by 1st Source Capital Trust II.

Average demand deposits increased $9.35 milliothfethree-month period ended September 30, 206@rapared to the three-month period of
2006. Average demand deposits decreased $19.0émifidr the nine-month period ended Septembe2B0; as compared to the nine-month period
ended September 30, 2006. Much of the declineymagato-date basis was due to the reclassificati@ome of our deposit products from noninterest
bearing to interest bearing and a decrease inwsbeposit accounts concurrent with the reductioouinmortgage servicing portfolio. As of Septembe
30, 2007, average demand deposits at FNBV weré&2fillion.

The following table provides an analysis of neéest income and illustrates the interest earnddraarest expense charged for each major

component of interest earning assets and inteesstrig liabilities. Yields/rates are computed daxaequivalent basis, using a 35% rate. Nonatcrua
loans and leases are included in the average lwdiease balance outstanding.

-17-




Table of Content

(Dollars in thousands)

DISTRIBUTION OF ASSETS, LIABILITIES AND
SHAREHOLDERS' EQUITY
INTEREST RATES AND INTEREST DIFFERENTIAL

Three months ended September

Nine months ended September

2007 2006 2007 2006
Interest Interest Interest Interest
Average Income, Yield/ Average Income Yield/ Average Income/ Yield/ Average Income/ Yield/
Balance Expens Rate Balance Expens Rate Balance Expense Rate Balance Expense Rate
ASSETS:
Investment
securities
Taxable $ 586,11 $ 7,36t 4.99%$ 464,33: $ 529¢ 45%%$ 521,94 $ 19,08¢ 4.8¢% $ 458,81t $ 14,02(  4.0%
Tax exemp  255,20( 3,15C 4.9(% 169,52 1,828  4.27% 215,65t 7,61¢ 472% 172,85 5507 4.2t%
Mortgages -
held for sale 21,72 39 7.1&% 57,50! 994 6.8t% 30,85( 1,528 6.61% 54,87¢ 2,731 6.61%
Net loans an
leases 3,179,23. 57,677 7.2(% 2,614,74. 46,54: 7.0€% 2,930,077 158,08t 7.21% 2,538,55! 130,27(  6.86%
Other
investments 61,54( 782  5.04% 25,28t 334 5.24% 73,29( 2,85¢  5.21% 25,34¢ 921  4.8t%
Total Earning
Assets 4,103,80° 69,367 6.71% 3,331,38: 54,99 6.55% 3,771,811 189,17. 6.71% 3,250,45. 153,45! 6.31%
Cash and du
from banks 86,79 79,12¢ 78,321 79,707
Reserve for
loan and lease
losses (62,519 (59,19Y (60,274 (59,110
Other assets  318,63: 223,55’ 264,07¢ 217,05
Total $4,446,71! $3,574,87 $4,053,94 $3,488,10:
LIABILITIES AND
SHAREHOLDERS' EQUITY:
Interest-
bearing deposi $3,134,36! $31,18¢  3.9%9% $2,444,03. $22,39¢ 3.64% $2,852,38. $ 85,24¢ 4.0(% $2,343,97. $ 58,71! 3.3t%
Short-term
borrowings 297,54: 2,97¢ 3.9  260,24¢ 2,77¢  42% 262,74t 8,24C 4.1% 274,26 8,35¢  4.01%
Subordinatec
notes 100,08¢ 1,84¢ 7.32% 59,02 1,09¢ 7.3t% 76,48¢ 4,23¢ 7.4% 59,02 3,22¢  7.31%
Long-term
debt anc
mandatorily
redeemable
securities 44,20( 624  5.6(% 39,49: 655  6.58% 43,77 2,04¢  6.26% 34,69 1,56C 6.01%
Total Interest-
Bearing
Liabilities 3,576,201 36,63: 4.06% 2,802,79° 26,92¢ 3.81% 3,235,39 99,77  4.1%2% 2,711,94 71,86.  3.54%
Noninterest
bearing
deposit: 355,82! 346,47 340,75¢ 360,50!
Other
liabilities 83,98 65,20¢ 77,22¢ 61,66
Shareholders
equity 430,71( 360,39¢ 400,56¢ 353,99:
Total $4,446,71! $3,574,87 $4,053,94 $3,488,10!
Net Interes
Income $32,73¢ $28,06¢ $ 89,39¢ $ 81,59




Net Yield on
Earning Assets
on a Taxable
Equivalent
Basis 3.16%

3.34% 3.1%

3.3t%
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PROVISION AND RESERVE FOR LOAN AND LEASE LOSSES

Our provision for loan and lease losses for thegkmonth and nine-month periods ended Septemb@083, was $3.66 million and $4.28 million,
respectively, compared to a recovery of provisimnidan and lease losses of $0.67 million and $tblon for the three-month and nine-month periods
ended September 30, 2006, respectively. Net chaffgef $1.68 million were recorded for the thiydarter 2007, compared to net recoveries of $0.47
million for the same quarter a year ago. Yeardtedet charge-offs of $0.64 million have beenmed in 2007, compared to net recoveries of $2.94
million through September 2006.

In the third quarter 2007, loan and lease delingigsnwere 0.42% as compared to 0.26% on Septen@h@086, and 0.17% at the end of
2006. The reserve for loan and lease losseparcantage of loans and leases outstanding atr8eete30, 2007 was 2.02% as compared to 2.25% one
year ago and 2.18% at December 31, 2006. A sumaidoan and lease loss experience during the tlaneg nine-month periods ended September 30,
2007 and 2006 is provided below.

Summary of Reserve for Loan and Lease Lo
(Dollars in Thousands
Three Months Ende Nine Months Ende:
September 3( September 3(
2007 2006 2007 2006
Reserve for loan and lease los- beginning balanc $ 62,68. $ 59,197 $ 58,80 $ 58,697
Acquired reserves from acquisitio - - 2,21¢ -
Charg-offs (2,579 (932 (5,009 (2,309)
Recoveries 901 1,40/ 4,377 5,24¢
Net (charg-offs)/recoveries (1,679 472 (63€) 2,945
Provision for (recovery of provision for) loan aledse losses 3,66( (667) 4,284 (2,63¢)
Reserve for loan and lease losses - ending balance $ 64,66¢ $ 59,00 $ 64,66¢ $ 59,00:
Loans and leases outstanding at end of pe $ 3,201,590 $ 2,627,155 $ 3,201,590 $ 2,627,15
Average loans and leases outstanding during p 3,179,23. 2,614,74. 2,930,07 2,538,55!
Reserve for loan and lease losses as a percertft
loans and leases outstanding at end of pe 2.02% 2.25% 2.02% 2.25%
Ratio of net recoveries/(char-offs) during period tc
average loans and leases outstan (0.29)% 0.07% (0.09)% 0.1€%
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NONPERFORMING ASSETS

Nonperforming assets were as follo

(Dollars in thousands

September 3(  December 31  September 3(

2007 2006 2006

Loans and leases past due 90 days or | $ 69 $ 11€ $ 264
Nonaccrual and restructured loans and le 10,21 15,57¢ 11,24¢
Other real estat 2,67¢ 80C 75¢
Repossessior 3,43( 97t 2,35¢
Equipment owned under operating lea 114 201 66
Total nonperforming assets $ 17,127 $ 17,667 $ 14,69:

Nonperforming assets totaled $17.13 million at 8etiter 30, 2007, an improvement of 3.06% from tHe@&4L million reported at December 31,
2006, and a 16.57% increase over the $14.69 miltéported at September 30, 2006. Nonperformingtass a percentage of total loans and leases
improved to 0.52% at September 30, 2007, from 0.&4%ecember 31, 2006 and 0.54% at September 86, 20

As of September 30, 2007, repossessions primasitgisted of automobiles, light trucks, medium agduy duty trucks, aircraft, and construction
equipment. At the time of repossession, unlesetjuipment is in the process of immediate saderghorded amount of the loan or lease is written
down, if necessary, to the estimated value of thepeent or vehicle by a charge to the reservéomm and lease losses. Any subsequent write-downs
are included in noninterest expense.

Supplemental Loanand Leaselnformation as of September 30, 2007

Other real

(Dollars in thousands Nonaccrua estate Year-to-date

Loans and net credit

leases and owned anc losses,
restructured

outstanding loans repossessior (recoveries
Commercial and agricultural loa $ 585,84: $ 71t $ - % (875)
Auto, light truck and environmental equipmt 330,96° 674 1,52( 1,47
Medium and heavy duty truc 315,11¢ 58¢ 141 41¢
Aircraft financing 583,53( 75¢ 1,35(C (1,325
Construction equipment financii 377,06¢ 48¢ 367 53t
Loans secured by real esti 858,81¢ 5,621 824 16
Consumer loan 150,25( 25E 52 29¢
Total $ 3,201,59 $ 9,098 $ 4,25¢  $ 53¢

For financial statements purposes, nonaccrual laaddeases are included in loan and lease outsg®)dvhereas repossessions and other real
are included in other assets. Net credit losselade net charge-offs on loans and leases andti@iuadjustments and gains and losses on disposifio
repossessions and defaulted operating leases.
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NONINTEREST INCOME

Noninterest income for the three month periods dr8ieptember 30, 2007 and 2006 was $17.90 milliohn$20.82 million, respectively, and $54.
million and $58.90 million for the nine month pet®ended September 30, 2007 and 2006, respectiatails of noninterest income follow:

(Dollars in thousands Three Months Ende Nine Months Ende:
September 3( September 3(
2007 2006 2007 2006
Noninterest income
Trust fees $ 3,85: % 3271 $ 11,367 $ 10,32(
Service charges on deposit accot 5,27¢ 5,02( 15,07 14,32
Mortgage banking inconr 77C 4,971 2,40( 9,83¢
Insurance commissiol 964 1,01z 3,54( 3,62¢
Equipment rental incorr 5,34t 5,03: 15,73( 13,91(
Other income 1,841 1,74( 6,042 4,87:
Investment securities and other investment (E)sgains (1549) (229) 30C 2,01cC
Total noninterest income $ 17,897 $ 20,82 $ 54,45: $ 58,89

Declines in mortgage banking income of $4.20 milland $7.43 million, respectively, for the three @me month periods ended September 30,
2007 as compared to the same periods of 2006,hegzrimary factor in the overall decline in nonnet&t income. During the third quarter of 2006,
mortgage banking income benefited from a $3.20iomi)lpre-tax, gain on the bulk sale of mortgageiserg rights which did not recur during the third
quarter of 2007. The third quarter 2006 bulk sdlmortgage servicing rights combined with the setquarter 2006, $1.25 million gain on the bulle:
of mortgage servicing rights, resulted in a to@0@& year-to-date gain of $4.45 million, pre-taxdditionally, a decline in production volume for the
three and nine month periods ending September®y,, 2esulted in lower gains on sales of mortg&yeicing assets and a decline in loan servicing fee
income occurred due to a reduction in the portfoiiion the servicing sales in the second and thirargrs of 2006.

Other factors contributing to decreased nonintérnestme for the third quarter 2007 and year-to-@@@7 compared to the third quarter 2006 and
year-to-date 2006 were lower insurance commissoiisgains on investment securities which includgwe partnerships. Insurance commissions fell
$0.05 million and $0.09 million, respectively, ovbe three and nine month periods ending SepteBhet007 as compared to the same periods in :
mainly due to lower contingent commissions. Gainwenture partnerships totaled $0.03 million fo first nine months of 2007 compared to gains of
$1.85 million for the first nine months of 2006.

Equipment rental income increased during the thirdrter 2007 and the first nine months of 2007 canexb to the third quarter of 2006 and first
nine months of 2006 in conjunction with an increisthe operating lease portfolio. Other incomeréased over the three- and nine- month periods
ended September 30, 2007 compared to the samelp@fi@006, primarily due to income from interesterswaps. Trust fees grew over the course of
both the three and nine month periods ended Septed®) 2007 compared to the same periods one geara a result of growth of assets under
management and favorable market conditions. Aalutiily, service charges on deposit accounts, winidinde overdraft and NSF fees, increased during
the third quarter and year-to-date 2007 comparedeadhird quarter and year-to-date 2006.

FNBV contributed $0.67 million to noninterest incemuring the third quarter of 2007 and a total bf$ million since the date of acquisition on
May 31, 2007.
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NONINTEREST EXPENSE

Noninterest expense for the three month periods@®&ptember 30, 2007 and 2006 was $37.44 milhdr$81.82 million, respectively, and
$103.69 million and $93.62 million for the nine ntleperiods ended September 30, 2007 and 2006,atasgg. Details of noninterest expense follow:

(Dollars in thousands Three Months Ende Nine Months Ende:
September 3( September 3(
2007 2006 2007 2006
Noninterest expens
Salaries and employee bene $ 20,03t $ 17,43 $ 55,75¢ $ 49,82(
Net occupancy expen: 2,467 1,85¢ 6,55 5,581
Furniture and equipment exper 3,99¢ 2,93¢ 10,83¢ 9,02¢
Depreciatior- leased equipmel 4,282 4,031 12,60: 10,96(
Professional fee 921 93¢ 3,08¢ 2,92¢
Supplies and communicatic 1,66¢€ 1,35¢ 4,45( 4,02¢
Business development and marketing exps 1,02¢ 87¢ 3,302 2,56¢
Intangible asset amortizatic 287 417 524 1,74z
Loan and lease collection and repossession exj 34E 58 67C 338
Other expens 2,411 1,91¢ 5,90« 6,627
Total noninterest expense $ 37,44C % 31,82 $ 103,68t $ 93,61¢

Salaries and employee benefits increased $2.6mahd $5.93 million, respectively, for the thqdarter and year-to-date of 2007 compared to the
third quarter and year-to-date of 2006. The majaf this increase was due to the acquisitiondBW which added $2.49 million to salaries and
employee benefit expense for the third quartero®72 and $3.28 million since the date of acquisite May 31, 2007. Additionally, during the first
quarter of 2006 we benefited from the reversalre¥/jpusly recognized stodkased compensation expense under historical adogunethods related
the estimated forfeiture of stock awards. This-tme reversal, combined with the adoption of SA& 123(R) estimated forfeiture accounting
requirements, resulted in a reduction in stock-b@senpensation, during the first quarter of 2036207 million, pre-tax.

Furniture and equipment expense increased durigthiid quarter of 2007 and on a yeardtte 2007 basis as compared to the same peri@f})€
primarily due to expenses related to the core systenversion project and other processing chareased equipment depreciation increased for the
quarter and year-to-date ended September 30, 2fiigared quarter and year-to-date ended Septemh2086, primarily due to the increase in the
operating lease portfolio. As of September 30,72@Usiness development and marketing expenseaisetleon a year-over-year and quarter-qyerte
basis mainly due to strong marketing across ouresfdotprint area.

Supplies and communication expense rose durinthttiequarter of 2007 and year-to-date 2007 as @vetpthe third quarter of 2006 and year-to-
date 2006, primarily due to increased expense &dedonith data communications. Loan and leaslectidn and repossession expense increased (
the third quarter of 2007 and on a year-over-yeainty due to higher repossession expense. Profeasiees remained comparable to 2006 levels.

Other expenses were lower at September 30, 20@Hnagared to one year ago primarily due to a sicamit reduction in forgery and miscellaneous
losses. Other expenses increased during thegbader of 2007 compared to the third quarter @&2@nainly due to the write-off of issuance costs
associated with the redemption of trust preferesmligties. Intangible asset amortization decredsgithg the third quarter of 2007 as intangiblestss
associated with 2001 acquisitions became fully aizex.
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In addition to the increased salaries and emplbgeefit expense mentioned above, FNBYV increasethteyast expense by $2.16 million for the
quarter ended September 30, 2007, and by $2.8mmgince the date of acquisition on May 31, 2007.

INCOME TAXES

The provisions for income taxes for the three ane month periods ended September 30, 2007, weg7 $&illion and $10.61 million, respective
compared to $6.15 million and $16.44 million, regpely, for the same periods in 2006. The effextiax rates were 27.84% for the quarter ended
September 30, 2007 and 31.84% for the nine morribgpended September 30, 2007, compared to 35.96P84.52% for the three and nine month
periods ended September 30, 2006, respectivelg. efflective tax rate decreased due to a decregse-tax income and an increase in tax-exempt
income. The provision for income taxes for theeéhand nine month periods ended September 30,&@D2006, are at a rate which management
believes approximates the effective rate for tharye

ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

There have been no material changes in marketfaslesl by 1st Source since December 31, 2006.inFemmation regarding our market risk, refer
to our Annual Report on Form 10-K for the year ehBecember 31, 2006.

ITEM 4.

CONTROLS AND PROCEDURES

As of the end of the period covered by this reporevaluation was carried out, under the superviaia with the participation of our management,
including the Chief Executive Officer and Chief &irtial Officer, of the effectiveness of the desagudl operation of our disclosure controls and
procedures (as defined in Rule 13a-15(e) undeB#uarrities Exchange Act of 1934) pursuant to Exgkakct Rule 134d5. Based upon that evaluatis
the Chief Executive Officer and Chief Financial iodfr concluded that, at September 30, 2007, oatatigre controls and procedures were effective in
accumulating and communicating to management (@etusuch officers) the information relating to Ssturce (including its consolidated subsidiaries)
required to be included in our periodic SEC filings

During the quarter ended September 30, 2007, weetctad to a new core operating system. Due todtere of a conversion of this magnitude, a
number of critical internal controls were affectddowever, management believes that the conversent well and appropriate internal controls were
maintained or implemented during the process. r&&re no other changes in our internal contrer dwancial reporting (as defined in Exchange Act
Rule 13a-15(f)) during the third fiscal quarter2®07 that have materially affected, or are reasgriddely to materially affect, our internal contsoover
financial reporting, except that this report ansessment excludes First National Bank, Valpar&tB{/) which we acquired as of May 31, 2007. See
Note 2 to the condensed consolidated financia¢stants included in Item 1 for discussion of theusgition and related financial data. We are in
process of integrating FNBV operations and williibeorporating these operations as part of our assest of our internal controls.
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PART Il. OTHER INFORMATION
ITEM 1. Legal Proceeding:

1st Source and its subsidiaries are involved imouarlegal proceedings incidental to the condudhefr businesses. Management does not €
that the outcome of any such proceedings will reaveaterial adverse effect on 1st Source’s condelitfinancial position or results of operations.

ITEM 1A. Risk Factors

There have been no material changes in risks fageibt Source since the filing of our Annual ReptForm 10K for the year ended Decem
31, 2006, except for risk associated with the cosiea of our core systems, the majority of whichsvemmpleted in July 2007. We can providt
assurance that the amount expended on this invesiwik not exceed our expectations and result iaterially increased levels of expense or ¢
impairment charges. There is no assurance thataimeersion of our core systems will achieve theeexed cost savings or result in a positive retun

our investment. Additionally, if our new core syst does not operate as intended, there could hgptins in our business which could adverselyc
our financial condition and results of operations.

For information regarding our other risk factaefer to 1st Source’s Annual Report on Form 1®mKthe year ended December 31, 2006.
IT EM 2. Unregistered Sales of Equity Securities and Uderoteed:

ISSUER PURCHASES OF EQUITY SECURITIES

Total number of Maximum number (or approximate
Total number Average shares purchasec dollar value) of shares
of shares price paid per as part of publicly announced that may yet be purchased unde
Period purchased share plans or programs (1) the plans or programs
July 01- 31, 2007 39,808 $21.44 39,808 1,732,79C
August 01- 31, 2007 204,469 $21.22 204,468 1,528,321
September 0- 30, 2007 - - - 1,528,321

(@) 1st Source maintains a stock repurchase plan tasiawthorized by the Board of Directors on April 2607.
Under the terms of the plan, 1st Source may resehip to 2,000,000 shares of its common stock
favorable conditions exist on the open market osugh private transactions at various prices friosnetto time.
Since the inception of the plan, 1st Source hagrodased a total of 471,679 shai

ITEM 3. Defaults Upon Senior Securitie
None

IT EM 4. Submission of Matters to a Vote of Security Hold
None

IT EM 5. Other Information
None
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IT EM6.

Exhibits

The following exhibits are filed with this report:

1. Exhibit 31.1 Certification of Chief Executive f@kr required by Rule 13a-14(a).

2. Exhibit 31.2 Certification of Chief Financial {fer required by Rule 13a-14(a).

3. Exhibit 32.1 Certification pursuant to 18 U.SS&ction 1350 of Chief Executive Officer.

4. Exhibit 32.2 Certification pursuant to 18 U.SS&ction 1350 of Chief Financial Officer.
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SI GNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causésl riport to be signed on its behalf by
undersigned thereunto duly authorized.

1st Source Corporatic

DATE October 25, 200 /sICHRISTOPHER J. MURPHY I

Christopher J. Murphy Il
Chairman of the Board, President and C

DATE October 25, 200 /SILARRY E. LENTYCH
Larry E. Lentyct
Treasurer and Chief Financial Offic
Principal Accounting Office
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Exhibit 31.1
CERTIFICATIONS

I, Christopher J. Murphy Ill, Chief Executive Offig certify that:
1. | have reviewed this quarterly report on FormQ@0f 1st Source Corporation;

2. Based on my knowledge, this quarterly reporssdug contain any untrue statement of a materéldaomit to state a material fact necessary tkema
the statements made, in light of the circumstanoeler which such statements were made, not mislgadth respect to the period covered by this
report;

3. Based on my knowledge, the financial statememd,other financial information included in theport, fairly present in all material respects the
financial condition, results of operations and césWs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our supervision, to ensure
that material information relating to the registrancluding its consolidated subsidiaries, is mkdewn to us by others within those entities,
particularly during the period in which this rep@teing preparec

b) Designed such internal control over financial réipg;, or caused such internal control over finaheporting to be designed under our supervision,
to provide reasonable assurance regarding théilélieof financial reporting and the preparatiohfimancial statements for external purposes in
accordance with generally accepted accounting iptiges;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeport our conclusions about the effectiveness
of the disclosure controls and procedures, aseétid of the period covered by this report baseslich evaluation; ar

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrant’'s most recent fisca
quarter that has materially affected, or is reablynigkely to materially affect, the registré s internal control over financial reporting; &

5. The registrant's other certifying officer antidve disclosed, based on our most recent evaluafigmernal control over financial reporting toe
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogiire equivalent functions):

a) All significant deficiencies and material weaknesssethe design or operation of internal controdiofinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and reffaahcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrant's internal control ¢
financial reporting

Date October 25, 2007
[sICHRISTOPHER J. MURPHY llI

Christopher J. Murphy 111
Chief Executive Officer







Exhibit 31.%
CERTIFICATION

I, Larry E. Lentych, Chief Financial Officer, cdytithat:

1. | have reviewed this quarterly report on FormQ@0f 1st Source Corporation;

2. Based on my knowledge, this quarterly reportsdua contain any untrue statement of a mater@ldaomit to state a material fact necessary tke
the statements made, in light of the circumstanceter which such statements were made, not misigadith respect to the period covered by
report;

3. Based on my knowledge, the financial statemerid, other financial information included in thiport, fairly present in all material respects
financial condition, results of operations and césWs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our supervision, to ensure

that material information relating to the registtancluding its consolidated subsidiaries, is m&dewn to us by others within those entities,
particularly during the period in which this rep@teing preparec

b) Designed such internal control over financial réipgr, or caused such internal control over finahaporting to be designed under our supervision,

to provide reasonable assurance regarding théilélieof financial reporting and the preparatiohfimancial statements for external purposes in
accordance with generally accepted accounting iptig;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeport our conclusions about the effectiveness

of the disclosure controls and procedures, aseétid of the period covered by this report baseslich evaluation; ar

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrant’'s most recent fisca
quarter that has materially affected, or is reabbyniékely to materially affect, the registr¢ s internal control over financial reporting; @

5. The registrant's other certifying officer antldve disclosed, based on our most recent evaluefiamernal control over financial reporting, tioe
registrant's auditors and the audit committee gisteant's board of directors (or persons perfogiire equivalent functions):

a) All significant deficiencies and material weaknesssethe design or operation of internal controdiofinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and refjpanhcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrant's internal control ¢
financial reporting

Date October 25, 2007
[sILARRY E. LENTYCH

Larry E. Lentych
Chief Financial Officer







Exhibit 32.1

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

In connection with the Quarterly Report of 1st SeuCorporation (1st Source) on Form 10-Q for therguly period ended September 30, 2007, as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Christopher J. Murph, Chief Executive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agptetbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that to my knowledge:

Q) The Report fully complies wihe requirements of sections 13(a) or 15(d) efSkcurities and Exchange Act of 1934; and

2) The information contained in the Report fairly pets, in all material respects, the financial ctodiand results of operations of 1st
Source

By:

[sICHRISTOPHER J. MURPHY llI
Christopher J. Murphy 111

Chief Executive Officer

October 25, 2007







Exhibit 32.%

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

In connection with the Quarterly Report of 1st SeuCorporation (1st Source) on Form 10-Q for thertuly period ended September 30, 2007, as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Larry E. Lentych,i€hFinancial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedigntso Section 906 of the Sarbanes-Oxley Act &22@hat to my knowledge:

Q) The Report fully complies with the requirementse€tions 13(a) or 15(d) of the Securities and EnghaAct of 1934; an

2) The information contained in the Report fairly pmets, in all material respects, the financial ctodiand results of operations of 1st
Source

By:

[sILARRY E. LENTYCH
Larry E. Lentych

Chief Financial Officer
October 25, 2007







