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FORWARD-LOOKING STATEMENTS

This document includes �forward-looking statements�. We have based these forward-looking statements on our current
views and assumptions about future events.

These forward-looking statements involve certain risks and uncertainties. Factors that could cause actual results to
differ materially from those contemplated by the forward-looking statements include, among others, the following
factors:

� the impact of the current economic environment and oil and natural gas prices;

� the social, political and economic risks of our global operations;

� our ability to integrate successfully the businesses or assets we acquire;

� the risks associated with activities operated through joint ventures in which we hold a minority interest;

� any write-downs of goodwill on our statement of financial position;

� our ability to sell our seismic data library;

� exposure to foreign exchange rate risk;

� our ability to finance our operations on acceptable terms;

� the impact of fluctuations in fuel costs on our marine acquisition business;

� the weight of intra-group production on our results of operations;

� the timely development and acceptance of our new products and services;

� difficulties and costs in protecting intellectual property rights and exposure to infringement claims by others;

� ongoing operational risks and our ability to have adequate insurance against such risks;
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� our liquidity and outlook;

� the implementation of our Transformation Plan;

� the level of capital expenditures by the oil and gas industry and changes in demand for seismic products and
services;

� our clients� ability to unilaterally delay or terminate certain contracts in our backlog;

� the effects of competition;

� difficulties in adapting our fleet to changes in the seismic market;

� the seasonal nature of our revenues;

� the costs of compliance with governmental regulation, including environmental, health and safety laws;

� our substantial indebtedness and the restrictive covenants in our debt agreements;

� our ability to access the debt and equity markets during the periods covered by the forward-looking
statements, which will depend on general market conditions and on our credit ratings for our debt
obligations;

� exposure to interest rate risk; and

� our success at managing the foregoing risks.
We undertake no obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. In light of these risks, uncertainties and assumptions, the forward-looking
events discussed in this document might not occur.

Certain of these risks are described in our annual report on Form 20-F for the year ended December 31, 2015 that we
filed with the SEC on April 15, 2016. Our annual report on Form 20-F is available on our website at www.cgg.com or
on the website maintained by the SEC at www.sec.gov. You may request a copy of our annual report on Form 20-F,
which includes our complete audited financial statements, at no charge, by calling our investor relations department at
+ 33 1 6447 3831, sending an electronic message to invrelparis@cgg.com or invrelhouston@cgg.com or writing to
CGG � Investor Relations Department, Tour Maine Montparnasse � 33, avenue du Maine � 75015 Paris, France.
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Item 1: FINANCIAL STATEMENTS

C G G

UNAUDITED INTERIM CONSOLIDATED STATEMENT OF OPERATIONS

Three months ended
March 31,

Amounts in millions of U.S.$, except per share data or unless indicated     2016        2015    
Operating revenues 313.0 569.5
Other income from ordinary activities 0.3 0.4
Total income from ordinary activities 313.3 569.9
Cost of operations (335.5) (479.8) 
Gross profit (22.2) 90.1
Research and development expenses, net (12.1) (26.1) 
Marketing and selling expenses (16.0) (23.7) 
General and administrative expenses (24.1) (26.5) 
Other revenues (expenses), net (12.4) (13.1) 
Operating income (86.8) 0.7
Expenses related to financial debt (43.4) (42.9) 
Income provided by cash and cash equivalents 0.4 0.5
Cost of financial debt, net (43.0) (42.4) 
Other financial income (loss) 1.7 (4.6) 
Income (loss) of consolidated companies before income taxes (128.1) (46.3) 
Deferred taxes on currency translation 1.8 (1.7) 
Other income taxes (8.1) (7.3) 
Total income taxes (6.3) (9.0) 
Net income (loss) from consolidated companies (134.4) (55.3) 
Share of income (loss) in companies accounted for under equity method 4.7 0.8
Net income (loss) (129.7) (54.5) 
Attributable to :
Owners of CGG SA $ (129.1) (55.5) 
Owners of CGG SA (1) � (118.5) (48.1) 
Non-controlling interests $ (0.6) 1.0
Weighted average number of shares outstanding (3) 531,195,576 194,577,134
Dilutive potential shares from stock-options (1) (1)

Dilutive potential shares from performance share plans (1) (1)

Dilutive potential shares from convertible bonds (1) (1)

Dilutive weighted average number of shares outstanding adjusted when dilutive
(3) 531,195,576 194,577,134
Net income (loss) per share
Basic $ (0.24) (0.29) 
Basic (2) � (0.22) (0.25) 
Diluted $ (0.24) (0.29) 
Diluted (2) � (0.22) (0.25) 

(1)
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As our net result was a loss, stock-options,
performance shares plans and convertible
b o n d s  h a d  a n  a c c r e t i v e  e f f e c t ;  a s  a
consequence, potential shares linked to those
instruments were not taken into account in the
dilutive weighted average number of shares, or
in the calculation of diluted loss per share.

(2) Converted at the average exchange rate of U.S.$1.090 and U.S.$1.155 per � for the periods ended March 31,
2016 and 2015, respectively

(3) As a result of the February 5, 2016 CGG SA capital increase via an offering of preferential subscription rights
to existing shareholders, the calculation of basic and diluted earnings per shares for 2015 has been adjusted
retrospectively. Number of ordinary shares outstanding has been adjusted to reflect the proportionate change in
the number of shares.

See notes to Interim Consolidated Financial Statements
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C G G

UNAUDITED INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)

Amounts in millions of U.S.$ Three months ended March 31,
    2016        2015    

Net income (loss) from statements of operations (129.7) (54.5) 

Other comprehensive income to be reclassified in profit (loss) in subsequent
period:
Net gain (loss) on cash flow hedges (0.1) (0.6) 
Net gain (loss) on available-for-sale financial assets �  �  
Exchange differences on translation of foreign operations 0.6 (12.7) 

Net other comprehensive income to be reclassified in profit (loss) in
subsequent period (1) 0.5 (13.3) 

Other comprehensive income not to be classified in profit (loss) in
subsequent period:
Net gain (loss) on actuarial changes on pension plan �  �  

Net other comprehensive income not to be reclassified in profit (loss) in
subsequent period (2) �  �  

Total other comprehensive income (loss) for the period, net of taxes (1) + (2) 0.5 (13.3) 

Total comprehensive income (loss) for the period (129.2) (67.8) 

Attributable to :
Owners of CGG SA (128.8) (68.5) 
Non-controlling interests (0.4) 0.7
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C G G

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Amounts in millions of U.S.$, unless indicated
March 31, 2016
(unaudited) December 31, 2015

ASSETS
Cash and cash equivalents 362.6 385.3
Trade accounts and notes receivable, net 497.8 812.5
Inventories and work-in-progress, net 322.1 329.3
Income tax assets 87.7 91.2
Other current assets, net 117.1 119.2
Assets held for sale, net 62.9 34.4
Total current assets 1,450.2 1,771.9
Deferred tax assets 59.5 52.2
Investments and other financial assets, net 88.1 87.6
Investments in companies under equity method 196.9 200.7
Property, plant and equipment, net 818.3 885.2
Intangible assets, net 1,313.4 1,286.7
Goodwill, net 1,233.5 1,228.7
Total non-current assets 3,709.7 3,741.1
TOTAL ASSETS 5,159.9 5,513.0
LIABILITIES AND EQUITY
Bank overdrafts 1.1 0.7
Current portion of financial debt 80.3 96.5
Trade accounts and notes payable 193.9 267.8
Accrued payroll costs 145.4 169.2
Income taxes liability payable 43.7 47.0
Advance billings to customers 48.0 56.0
Provisions � current portion 206.7 219.5
Other current liabilities 185.1 198.6
Total current liabilities 904.2 1,055.3
Deferred tax liabilities 139.9 136.3
Provisions � non-current portion 133.9 155.9
Non-current portion of financial debt 2,382.9 2,787.6
Other non-current liabilities 19.4 19.5
Total non-current liabilities 2,676.1 3,099.3
Common stock 1,118,197,733 shares authorized and 708,260,768 shares
with a �0.40 nominal value issued and outstanding at March 31, 2016 and
177,065,192 at December 31, 2015 324.4 92.8
Additional paid-in capital 1,546.9 1,410.0
Retained earnings (268.4) 1,181.7
Other reserves 119.3 138.0
Treasury shares (20.1) (20.6) 
Net income (loss) for the period attributable to owners of CGG SA (129.1) (1,450.2) 
Cumulative income and expense recognized directly in equity (0.7) (0.6) 
Cumulative translation adjustment (38.5) (38.9) 
Equity attributable to owners of CGG SA 1,533.8 1,312.2
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Non-controlling interests 45.8 46.2
Total equity 1,579.6 1,358.4
TOTAL LIABILITIES AND EQUITY 5,159.9 5,513.0

See notes to Interim Consolidated Financial Statements
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C G G

UNAUDITED INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS

Three months ended March 31,
Amounts in millions of U.S.$     2016        2015    
OPERATING
Net income (loss) (129.7) (54.5) 
Depreciation and amortization 69.9 92.1
Multi-client surveys depreciation and amortization 46.7 53.7
Depreciation and amortization capitalized to multi-client surveys (8.2) (20.2) 
Variance on provisions (39.5) (9.1) 
Stock based compensation expenses �  1.5
Net gain (loss) on disposal of fixed assets 4.8 0.6
Equity income (loss) of investees (4.7) (0.8) 
Dividends received from affiliates �  �  
Other non-cash items (1.3) (1.1) 
Net cash including net cost of financial debt and income tax (62.0) 62.2
Add back net cost of financial debt 43.0 42.4
Add back income tax expense 6.3 9.0
Net cash excluding net cost of financial debt and income tax (12.7) 113.6
Income tax paid (9.7) (18.4) 
Net cash before changes in working capital (22.4) 95.2
- change in trade accounts and notes receivable 302.2 119.3
- change in inventories and work-in-progress 18.7 8.7
- change in other current assets 20.6 (17.4) 
- change in trade accounts and notes payable (74.9) (93.0) 
- change in other current liabilities (41.1) (41.5) 
Impact of changes in exchange rate on financial items (6.9) 19.5
Net cash provided by operating activities 196.2 90.8
INVESTING
Capital expenditures (including variation of fixed assets suppliers, excluding
multi-client surveys) (19.8) (45.0) 
Investment in multi-client surveys, net cash (69.9) (71.5) 
Proceeds from disposals of tangible and intangible assets 0.8 7.4
Total net proceeds from financial assets 6.1 3.1
Acquisition of investments, net of cash and cash equivalents acquired �  (16.6) 
Impact of changes in consolidation scope �  �  
Variation in loans granted 1.3 (6.4) 
Variation in subsidies for capital expenditures (0.6) �  
Variation in other non-current financial assets (0.8) (1.2) 
Net cash used in investing activities (82.9) (130.2) 
FINANCING
Repayment of long-term debts (477.1) (169.3) 
Total issuance of long-term debts �  125.0
Lease repayments (2.1) (2.1) 
Change in short-term loans 0.3 (0.1) 
Financial expenses paid (31.0) (26.3) 
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Net proceeds from capital increase
- from shareholders 368.5 �  
- from non-controlling interests of integrated companies �  �  
Dividends paid and share capital reimbursements
- to shareholders �  �  
- to non-controlling interests of integrated companies �  �  
Acquisition/disposal from treasury shares 0.5 �  
Net cash provided by (used in) financing activities (140.9) (72.8) 
Effects of exchange rates on cash 4.9 (10.9) 
Impact of changes in consolidation scope �  �  
Net increase (decrease) in cash and cash equivalents (22.7) (123.1) 
Cash and cash equivalents at beginning of year 385.3 359.1
Cash and cash equivalents at end of period 362.6 236.0

See notes to Interim Consolidated Financial Statements
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C G G

UNAUDITED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Amounts in millions of
U.S.$, except
share data

Number
of

Shares issued

Share
capital
Additional

paid-in
capital

Retained
earnings

Other
reserves

Treasury
shares
Income and
expense

recognized
directly

in
equity

Cumulative
translation
adjustment

Equity
attributable
to owners of

CGG
SA

Non-

controlling
interests

Total

equity

EAGLE BANCORP AND
SUBSIDIARY

QUARTERLY CONSOLIDATED
STATEMENTS OF INCOME

(Dollars in Thousands, Except for
Per Share Data)

Three Months
Ended

December 31,

Six Months
Ended

December 31,
2007 2006 2007 2006
(Unaudited) (Unaudited) 

Interest and
Dividend Income:
Interest and fees
on loans $ 2,751 $ 2,378 $ 5,419 $ 4,689
Interest on
deposits with
banks 27 16 34 28
Securities
held-to-maturity 9 11 18 22
Securities
available-for-sale 704 696 1,426 1,356
FHLB dividends 3 1 5 1
Total interest and
dividend income 3,494 3,102 6,902 6,096

Interest Expense:
Deposits 1,171 1,042 2,356 1,976
FHLB advances
and other
borrowings 471 355 910 686
Subordinated
debentures 75 75 150 150
Total interest
expense 1,717 1,472 3,416 2,812
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Net interest
income 1,777 1,630 3,486 3,284
Loan loss
provision 0 0 0 0
Net interest
income after loan
loss provision 1,777 1,630 3,486 3,284

Noninterest
income:
Net gain on sale
of loans 183 190 382 309
Demand deposit
service charges 190 128 356 263
Mortgage loan
servicing fees 137 133 270 271
Net gain on sale
of
available-for-sale
securities 0 1 0 1
Net loss on
securities FAS
159 (390) 0 (431) 0
Other 149 140 276 285
Total noninterest
income 269 592 853 1,129

See accompanying notes to
consolidated financial statements.
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EAGLE BANCORP AND
SUBSIDIARY

QUARTERLY CONSOLIDATED
STATEMENTS OF INCOME

(Continued)
(Dollars in Thousands, Except for

Per Share Data)

Three Months Ended
December 31,

Six Months Ended
December 31,

2007 2006 2007 2006
(Unaudited) (Unaudited)

Noninterest
expense:
Salaries and
employee
benefits 1,008 914 1,954 1,752
Occupancy
expenses 130 133 265 275
Furniture
and
equipment
depreciation 70 68 141 147
In-house
computer
expense 84 70 158 141
Advertising
expense 70 60 133 153
Amortization
of mtg
servicing
fees 75 73 141 149
Federal
insurance
premiums 5 5 10 11
Postage 33 21 56 39
Legal,
accounting,
and
examination
fees 65 66 121 124
Consulting
fees 7 20 22 36
ATM
processing 13 10 27 22
Other 227 221 427 428
Total
noninterest
expense 1,787 1,661 3,455 3,277
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Income
before
provision for
income taxes 259 561 884 1,136

Provision for
income taxes 40 100 201 253

Net income $ 219 $ 461 $ 683 $ 883

Basic
earnings per
share $ 0.20 $ 0.43 $ 0.64 $ 0.72

Diluted
earnings per
share $ 0.18 $ 0.38 $ 0.56 $ 0.73

Weighted
average
shares
outstanding
(basic eps) 1,070,862 1,072,540 1,071,651 1,073,100

Weighted
average
shares
outstanding
(diluted eps) 1,213,612 1,209,012 1,213,035 1,208,435

See accompanying notes to
consolidated financial statements.
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EAGLE BANCORP AND
SUBSIDIARY

CONSOLIDATED
STATEMENTS OF CHANGES
IN STOCKHOLDERS' EQUITY

For the Six Months Ended
December 31, 2007 (Unaudited)
(Dollars in Thousands, Except for

Per Share Data)

PREFERRED
STOCK

COMMON
STOCK

ADDITIONAL
PAID-IN
CAPITAL

UNALLOCATED
ESOP

SHARES
TREASURY
STOCK

RETAINED
EARNINGS

ACCUMULATED
OTHER

COMPREHENSIVE
INCOME TOTAL

Balance, June
30, 2007 $ - $ 12 $ 4,387 $ (92)$ (4,759) $ 25,448 $ (908)$ 24,088

Net income - - - - - 683 - 683
Other
comprehensive
income - - - - - - 771 771

Total
comprehensive
income - - - - - - - 1,454

Dividends paid
($.24 per share) - - - - - (209) - (209)

Treasury stock
purchased
(1,250 shares
@ $33.00;
3,285 shares @
$32.75) - - - - (149 ) - - (149)

FAS 159
Adjustment (117)

ESOP shares
allocated or
committed to
be released for
allocation
(1,150 shares) - - 54 18 - - - 72

Balance,
December 31,

$ - $ 12 $ 4,441 $ (74)$ (4,908) $ 25,805 $ (137)$ 25,139
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2007

See accompanying notes to
consolidated financial statements.
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EAGLE BANCORP AND
SUBSIDIARY

CONSOLIDATED
STATEMENTS OF CASH

FLOWS
(Dollars in Thousands, Except for

Per Share Data)

Six Months Ended
December 31,
2007 2006

(Unaudited)
CASH FLOWS
FROM
OPERATING
ACTIVITIES:
Net income $ 683 $ 883
Adjustments to
reconcile net
income to net
cash from
operating
activities:
Depreciation 228 249
Net amortization
of marketable
securities
premium and
discounts 113 318
Amortization of
capitalized
mortgage
servicing rights 141 149
Gain on sale of
loans (382) (309)
Net realized gain
on sale of
available-for-sale
securities - (1)
Increase in cash
surrender value of
life insurance (101) (91)
Loss in
investment
securities, FAS
159 431 -
Change in assets
and liabilities:
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(Increase)
decrease in assets:
Accrued interest
and dividends
receivable (19) (68)
Loans
held-for-sale 807 (825)
Other assets 154 432
Increase
(decrease) in
liabilities:
Accrued expenses
and other
liabilities (293) (254)
Net cash provided
by operating
activities 1,662 483

CASH FLOWS
FROM
INVESTING
ACTIVITIES:
Purchase of
securities:
Investment
securities
available-for-sale (3,990) (13,720)
Proceeds from
maturities, calls
and principal
payments:
Investment
securities
held-to-maturity 195 56
Investment
securities
available-for-sale 6,630 8,977
Proceeds from
sales of
investment
securities
available-for-sale - 3,316
Net increase in
loans receivable,
excludes transfers
to real estate
acquired in
settlement of
loans (6,651) (6,610)
Purchase of
property and

(841) (225)
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equipment
Purchase of bank
owned life
insurance (300) (342)
Net cash used in
investing
activities (4,957) (8,548)

See accompanying notes to
consolidated financial statements.
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EAGLE BANCORP AND
SUBSIDIARY

CONSOLIDATED
STATEMENTS OF CASH

FLOWS (Continued)
(Dollars in Thousands, Except for

Per Share Data)

Six Months Ended
December 31,
2007 2006
(Unaudited)

CASH FLOWS
FROM
FINANCING
ACTIVITIES:
Net increase in
checking and
savings accounts $ $(4,641)$ $993
Net decrease in
federal funds (3,800) (2,175)
Payments on
FHLB advances
and other
borrowings (5,000) (9,334)
FHLB advances
and other
borrowings 18,700 21,000
Purchase of
treasury stock (148) (166)
Dividends paid (209) (194)
Net cash provided
by financing
activities 4,902 10,124

Net increase in
cash and cash
equivalents 1,707 2,059

CASH AND
CASH
EQUIVALENTS,
beginning of
period 3,069 2,871

CASH AND
CASH
EQUIVALENTS,
end of period $ 4,776 $ 4,930
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SUPPLEMENTAL
CASH FLOW
INFORMATION:
Cash paid during
the period for
interest $ 3,385 $ 2,926

Cash paid during
the period for
income taxes $ 530 $ 322

NON-CASH
INVESTING
ACTIVITIES:
Increase in market
value of securities
available-for-sale $ (1,093)$ (957)

Mortgage
servicing rights
capitalized $ 165 $ 108

See accompanying notes to
consolidated financial statements.
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EAGLE BANCORP AND
SUBSIDIARY

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

(UNAUDITED)

NOTE 1. BASIS OF
PRESENTATION

The accompanying unaudited
consolidated financial statements
have been prepared in accordance
w i t h  i n s t ru c t i on s  f o r  Fo rm
10-QSB. Accordingly, they do not
include all of the information and
footnotes required by accounting
principles generally accepted in
the United States of America for
complete financial statements.
However ,  s u ch  i n f o rma t i on
reflects all adjustments (consisting
of normal recurring adjustments)
which  are ,  in  the  op in ion  o f
management, necessary for a fair
presentation of results for the
unaudited interim periods.

The results of operations for the
three and six month periods ended
De c embe r  3 1 ,  2 0 0 7  a r e  n o t
necessarily indicative of the results
to be expected for the fiscal year
ending June 30, 2008 or any other
p e r i o d .  T h e  u n a u d i t e d
consolidated financial statements
and notes presented herein should
be read in conjunction with the
audited consolidated financial
statements  and related notes
thereto included in Eagle's Form
10-KSB dated June 30, 2007.

 NOTE 2. INVESTMENT
SECURITIES

Investment securities are
summarized as follows:
(Dollars in thousands)

 December 31, 2007 (Unaudited) June 30, 2007 (Audited)
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AMORTIZED
COST

GROSS
UNREALIZED

GAINS/(LOSSES)
FAIR
VALUE

AMORTIZED
COST

GROSS
UNREALIZED

GAINS/(LOSSES)
FAIR
VALUE

Available-for-sale:
U.S. government
and agency
obligations $ 3,079 $ (16)$ 3,063 $ 3,690 $ (47)$ 3,643
Municipal
obligations 22,046 (144) 21,902 21,198 (470) 20,728
Corporate
obligations 11,722 8 11,730 13,847 (224) 13,623
Mortgage-backed
securities 7,457 (17) 7,440 8,107 (235) 7,872
Collateralized
mortgage
obligations 17,192 (47) 17,145 17,408 (333) 17,075
Corporate preferred
stock 0 0 0 2,000 (167) 1,833
Total $ 61,496 $ (216)$ 61,280 $ 66,250 $ (1,476)$ 64,774
Held-to-maturity:
Municipal
obligations $ 675 $ 15 $ 690 $ 826 $ 9 $ 835
Mortgage-backed
securities 51 - 51 95 - 95
Total $ 726 $ 15 $ 741 $ 921 $ 9 $ 930

Beg i nn i n g  Ju l y  1 ,  2 0 0 7  t h e
Company elected to account for its
preferred stock under SFAS No.
1 5 9  Fa i r  V a l u e  O p t i o n  f o r
Financial Assets and Financial
Liabilities, which allows an entity
the irrevocable option to elect fair
v a l u e  f o r  t h e  i n i t i a l  a n d
subsequent  measurement  for
cer ta in  f inanc ia l  a s s e t s  and
l i a b i l i t i e s  o n  a
con t rac t -by - con t rac t  ba s i s .
Subsequent changes in fair value
of these assets are recognized in
earnings when incurred.  The
market value of preferred stock
was $1,401,000, $1,792,000, and
$1,833,000 at December 31, 2007,
September 30, 2007 and July 1,
2007, respectively, resulting in a
loss  in value of  $390,000 and
$431,000 for the three and six
month periods ending December
31,  2007,  respectively,  and is
included in noninterest income.
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EAGLE BANCORP AND
SUBSIDIARY

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

(UNAUDITED)

NOTE 3. LOANS RECEIVABLE

Loans receivable consist of the
following:

December
31, June 30,
2007 2007

(Unaudited) (Audited)
(Dollars in Thousands)

First
mortgage
loans:
Residential
mortgage
(1-4 family) $ 86,136 $ 81,958
Commercial
real estate 29,012 25,621
Real estate
construction 6,103 8,253

Other loans:
Home equity 26,508 24,956
Consumer 11,108 11,438
Commercial 6,186 6,366

Total 165,053 158,592

Less:
Allowance
for loan
losses (515) (518)
Add:
Deferred
loan fees,
net 88 66

Total $ 164,626 $ 158,140

Loans net of related allowance for
loan losses on which the accrual of
interest has been discontinued
were $29 and $21 at December 31,
2 0 0 7  a n d  J u n e  3 0 ,  2 0 0 7 ,
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respectively. Classified assets,
inc luding  rea l  es tate  owned,
t o t a l e d  $ 1 4 7  a n d  $ 3 9 1  a t
December 31, 2007 and June 30,
2007, respectively.

The following is a summary of
changes in the allowance for loan
losses:

Six Months
Ended

Year
Ended

December
31, June 30,
2007 2007

(Unaudited) (Audited)
(Dollars in Thousands)

Balance,
beginning of
period $ 518 $ 535
Reclassification
to repossessed
property
reserve 0 0
Provision
charged to
operations 0 0
Charge-offs (7) (29)
Recoveries 4 12
Balance, end of
period $ 515 $ 518
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EAGLE BANCORP AND
SUBSIDIARY

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

(UNAUDITED)

NOTE 4. DEPOSITS

Deposits are summarized as
follows:

December
31, June 30,
2007 2007

(Unaudited) (Audited)
(Dollars in Thousands)

Noninterest
checking $ 12,965 $ 13,694
Interest-bearing
checking 31,695 30,953
Passbook 22,349 22,521
Money market 20,593 23,292
Time
certificates of
deposit 87,402 89,187
Total $ 175,004 $ 179,647

NOTE  5 .  EARN INGS  PER
SHARE

Basic earnings per share for the
three months ended December 31,
2007 is computed using 1,070,862
w e i g h t e d  a v e r a g e  s h a r e s
outstanding. Earnings per share
f o r  t h e  s i x  m o n t h s  e n d e d
December 31, 2007 is computed
using 1,071,651 weighted average
shares outstanding. Basic earnings
per share for the three months
ended  December  31 ,  2006  i s
c ompu t e d  u s i n g  1 , 0 7 2 , 5 4 0
w e i g h t e d  a v e r a g e  s h a r e s
outstanding. Earnings per share
f o r  t h e  n i n e  mon t h s  e n d e d
December 31, 2006 is computed
using 1,073,100 weighted average
shares  ou t s tand ing .  D i lu ted
earnings per share is computed
using the treasury stock method
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by adjusting the number of shares
o u t s t a n d i n g  b y  t h e  s h a r e s
purchased. The weighted average
shares outstanding for the diluted
earnings per share calculations are
1,213,612 for the three months
ended December 31, 2007 and
1,213,035 for the six months ended
December  31 ,  2007 .  D i lu t ed
earnings per share for the three
months and six months ended
December 31, 2007 is computed
using 1,209,012 and 1,208,435
w e i g h t e d  a v e r a g e  s h a r e s
outstanding, respectively.

NOTE 6. DIVIDENDS AND
STOCK REPURCHASE
PROGRAM

This fiscal year Eagle has paid two
dividends of $0.24 per share on
August 24, 2007, and November
16, 2007. A dividend of $0.24 per
share was declared on January 17,
2008, payable February 8, 2008 to
stockholders of record on January
25, 2008. Eagle Financial MHC,
Eagle’s mutual holding company,
has waived the receipt of dividends
on its 648,493 shares.

A t  the i r  r egu lar  mee t ing  o f
January 17, 2008, the Company’s
Board of Directors announced a
stock repurchase program for up
to 28,750 shares. This represents
app r ox ima t e l y  6 . 7%  o f  t h e
outstanding common stock held by
the  publ ic .  The  repurchased
shares will be held as treasury
stock and will be held for general
c o rpo r a t e  pu rpo s e s  a nd / o r
i s suance  pursuant  to  Eagle ’ s
benefit plans. As of February 1,
2008,  1 ,000 shares  have been
repurchased.
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EAGLE BANCORP AND
SUBSIDIARY

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

(UNAUDITED)

 NOTE 7. MORTGAGE
SERVICING RIGHTS

 The Bank allocates its total cost in
mortgage loans between mortgage
servicing rights and loans, based
upon their relative fair values,
when loans are subsequently sold
or securitized, with the servicing
rights retained. Fair values are
genera l l y  ob ta ined  f rom  an
i n d e p e n d e n t  t h i r d  p a r t y .
Impairment of mortgage servicing
rights is measured based upon the
characteristics of the individual
loans, including note rate, term,
underlying collateral, current
market conditions, and estimates
of net servicing income. If the
carrying value of the mortgage
serv ic ing  r ight s  exceeds  the
estimated fair market value, a
valuation allowance is established
for any decline, which is viewed to
be temporary. Charges to the
valuation allowance are charged
against or credited to mortgage
s e r v i c i n g  i n c ome .  P e r i o d i c
independent valuations of the
mortgage servicing rights are
performed. As a result of the most
recent valuation, no temporary
decl ine  in  the  fa ir  va lue  was
determined to have occurred, and
no valuation allowance has been
e s t a b l i s h e d .  Th e  f o l l ow i n g
schedules show the activity in the
mortgage servicing rights and the
valuat ion a l lowance .  (Dol lar
amounts in thousands)

December
31, June 30,
2007 2007
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(Unaudited) (Audited)
(Dollars in Thousands)

Mortgage
Servicing
Rights
Beginning
balance $ 1,628 $ 1,722
Servicing
rights
capitalized 165 211
Servicing
rights
amortized (142) (305)
Ending
balance 1,651 1,628

Valuation
Allowance
Beginning
balance 0 0
Provision (0) (0)
Adjustments 0 0
Ending
balance 0 0

Net
Mortgage
Servicing
Rights $ 1,651 $ 1,628

-11-

Edgar Filing: CGG - Form 6-K

32



EAGLE BANCORP AND
SUBSIDIARY

NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

(UNAUDITED)

NOTE 8. RECENTLY ISSUED
PRONOUNCEMENTS

In  June  2006 ,  the  F inanc ia l
Accounting Standards Board
(FASB) issued Interpretation
N o .  4 8 ,  “ A c c o u n t i n g  f o r
Uncertainty in Income Taxes — an
Interpretation of FASB Statement
N o .  1 0 9  ( F I N  4 8 ) . ”  T h e
in t e rpre t a t i on  p r e s c r ib e s  a
r e c o g n i t i o n  t h r e s h o l d  a n d
mea su r emen t  a t t r i b u t e  f o r
financial statement recognition
and measurement of a tax position
taken or expected to be taken in a
tax return.  Benefits  from tax
positions must be recognized in the
financial statements only when it is
more likely than not that the tax
position will be sustained upon
examination by the appropriate
taxing authority that would have
full  knowledge of all  relevant
information. A tax position that
meets the more-likely-than-not
recognition threshold is measured
at the largest amount of benefit
that is greater than fifty percent
l ikely  of  being real ized upon
ultimate settlement. Tax positions
that previously failed to meet the
more-likely-than-not recognition
threshold must be recognized in
the first subsequent financial
reporting period in which that
threshold  i s  met .  Prev ious ly
recognized tax positions that no
l o n g e r  m e e t  t h e
more-likely-than-not recognition
threshold must be derecognized in
the first subsequent financial
reporting period in which that
threshold is no longer met. FIN 48
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also provides guidance on the
accounting for and disclosure of
unrecognized tax benefits, interest
a n d  p e n a l t i e s .  T h e  n e w
interpretation was effective for the
Bank  J anuary  1 ,  2 0 07 .  The
implementation of the provisions
of the new interpretation did not
have a significant impact on the
Bank’s consolidated f inancial
position or results of operations.
The Bank files income tax returns
in the U. S. federal jurisdiction
and is no longer subject to U. S.
federal income tax examinations
by tax authorities for years before
2004.

In September 2006, the FASB
issued SFAS No. 157 “Fair Value
Measurements” which defines fair
value, establishes a framework for
m e a s u r i n g  f a i r  v a l u e  i n
a c c o r d an c e  w i t h  g e n e r a l l y
accepted accounting principles,
and expands disclosures about fair
v a l u e  mea su r emen t s .  SFAS
No. 157 was effective for the Bank
on July 1, 2007 and did not have a
significant impact on the Bank’s
consolidated financial statements.

In  February  2007 ,  the  FASB
issued SFAS No. 159, “The Fair
Value Option for Financial Assets
and Financial Liabilities”, which
permits  ent i t ies  to  choose  to
m e a s u r e  m a n y  f i n a n c i a l
instruments and certain other
items at fair value. The objective
of the new pronouncement is to
improve financial reporting by
providing companies with the
opportunity to mitigate volatility
in reported earnings caused by
measuring related assets  and
liabil it ies differently without
having to apply complex hedge
accounting provis ions .  SFAS
No. 159 is effective for the Bank
Ju ly  1 ,  2007 .  See  Note  2  f or
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information on the impact of the
adoption of this statement.
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EAGLE BANCORP AND
SUBSIDIARY

MANAGEMENT DISCUSSION
AND ANALYSIS OR PLAN OF

OPERATION

Note Regarding Forward-Looking
Statements

This  report  conta ins  certa in
“forward-looking statements.” Eagle
Bancorp (“Eagle” or the “Company”)
desires to take advantage of the
“safe harbor” provisions of the
Private  Securit ies  Lit igat ion
R e f o rm  A c t  o f  1 9 9 5  a n d  i s
including this statement for the
express purpose of availing itself
of  the protect ions of  the safe
harbor with respect to all such
forward-looking statements. These
forward-looking statements, which
are included in Management’s
Discussion and Analysis, describe
future plans or strategies and
include Eagle’s expectations of
future financial results. The words
“be l ieve ,”  “expect ,”  “ant ic ipate ,”
“estimate,” “project,” and similar
e x p r e s s i o n s  i d e n t i f y
forward- looking  s tatements .
Eagle’s ability to predict results or
the  e f fec t  o f  fu ture  p lans  or
s t r a t eg i e s  o r  qua l i t a t i v e  o r
quantitative changes based on
m a r k e t  r i s k  i s  i n h e r e n t l y
uncertain. Factors which could
affect actual results but are not
limited to include (i) change in
general market interest rates, (ii)
general economic conditions, (iii)
local economic conditions, (iv)
legislative/regulatory changes, (v)
monetary and fiscal policies of the
U . S .  T r e a s u r y  a nd  F ed e r a l
Reserve, (vi) changes in the quality
or composition of Eagle’s loan and
inve s tmen t  por t f o l i o s ,  ( v i i )
demand for loan products, (viii)
deposit flows, (ix) competition, and
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(x) demand for financial services
in Eagle’s markets. These factors
should be considered in evaluating
the forward-looking statements.
You are cautioned not to place
u n d u e  r e l i a n c e  o n  t h e s e
forward-looking statements which
speak only as of their dates.

Overview

The Company’s primary activity is
its ownership of its wholly owned
subsidiary, American Federal
Savings Bank (the “Bank”). The
Bank is a federally chartered
savings bank, engaging in typical
banking activit ies:  acquiring
deposits from local markets and
investing in loans and investment
securities. The Bank’s primary
component of earnings is its net
interest margin (also called spread
or margin), the difference between
interes t  income and interes t
expense. The net interest margin is
m a n a g e d  b y  m a n a g e m e n t
( t h r ough  t h e  p r i c i n g  o f  i t s
products  and by the  types  of
products  offered and kept  in
portfol io) ,  and is  affected by
movement  in  in t ere s t  ra t e s .
Noninterest income in the form of
fee income and gain on sale of
loans adds to the Bank’s income.

The Bank has a strong mortgage
lending focus, with the majority of
i t s  l o a n s  i n  s i n g l e - f am i l y
residential mortgages. This has led
to successfully marketing home
equity loans to its customers, as
well as a wide range of shorter
term consumer loans for various
personal  needs (automobiles ,
recreational vehicles, etc.). In
recent years the Bank has focused
on adding commercial loans to its
portfolio, both real estate and
non-real estate. The purpose of
this diversification is to mitigate
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the Bank’s dependence on the
mortgage market, as well as to
improve its ability to manage its
spread. The Bank’s management
recognizes the need for sources of
fee income to complement i ts
ma r g i n ,  a n d  t h e  B ank  n ow
mainta ins  a  s ign i f i cant  loan
servicing portfolio, which provides
a steady source of fee income. The
gain on sale of loans also provides
significant fee income in periods of
high mortgage loan origination
vo lumes .  Fee  income  i s  a l so
supplemented with fees generated
from the Bank’s deposit accounts.
The Bank has a high percentage of
non-maturity deposits, such as
checking accounts and savings
a c c o u n t s ,  w h i c h  a l l o w s
man a g em e n t  f l e x i b i l i t y  i n
m a n a g i n g  i t s  s p r e a d .
Non-maturity deposits do not
automatically reprice as interest
rates rise, as do certificates of
deposit.

Recently, management’s focus has
been on improving the Bank’s core
earnings. Core earnings can be
described as income before taxes,
with the exclusion of gain on sale
of loans and adjustments to the
market value of the Bank’s loan
serviced portfolio. Management
believes that the Bank will need to
continue to focus on increasing net
interest margin, other areas of fee
income, and control operating
expenses  to  achieve earnings
g r o w t h  g o i n g  f o r w a r d .
Management’s strategy of growing
the bank’s  loan portfol io  and
deposit base is expected to help
achieve these goals: loans typically
earn higher rates of return than
investments; a larger deposit base
wil l  y ie ld  higher fee  income;
increasing the asset base wil l
reduce the relative impact of fixed
operat ing  cos t s .  The  b igges t
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challenge to the strategy is funding
the growth of the Bank’s balance
sheet  in  an eff ic ient  manner.
Deposit growth will be difficult to
maintain due to competition and
more costly wholesale funding will
likely be needed to supplement
deposit growth.

The quarter began shortly after
the Federal Reserve Bank’s Federal
Open Market Committee (“FOMC”)
lowered the fed funds target rate
b y  5 0  b a s i s  p o i n t s  i n  m i d
September. The FOMC continued
to reduce the fed funds target rate
d u r i n g  t h e  q u a r t e r  e n d i n g
December 31, 2007 with two rate
cuts, each by 25 basis points. More
recently in January 2008, the
FOMC lowered the fed funds
target rate by an additional 125
basis points. As a result, the short
end of the yield curve has fallen,
thus bringing some steepness back
into the yield curve particularly
after the two year point of the
curve .  With  th is  change ,  net
interest income began to slightly
increase  during the  quarter .
Management expects this trend to
continue over the next quarter, as
ra t e s  on  depos i t s  and  o ther
funding sources will be priced off
the lower, shorter end of the yield
curve.
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EAGLE BANCORP AND
SUBSIDIARY

MANAGEMENT DISCUSSION
AND ANALYSIS OR PLAN OF

OPERATION

Financial Condition

Comparisons of results in this
section are between the six months
ended December 31, 2007 and
June 30, 2007.

Total assets increased by $6.30
mill ion,  or 2.57%, to $250.99
million at December 31, 2007,
from $244.69 million at June 30,
2007. Total liabilities increased by
$5.25 million to $225.85 million at
December 31, 2007, from $220.60
million at June 30, 2007. Total
equity increased $1.05 million to
$25.14 million at December 31,
2007 from $24.09 million at June
30, 2007.

Loans receivable increased $6.49
mill ion,  or 4.10%, to $164.63
million at December 31, 2007 from
$158.14 million at June 30, 2007.
Residential mortgage loans were
the category with the largest
increase, $4.18 million, and most
other loan categories  showed
increases in the six month period.
Total  loan or ig inat ions  were
$62.40 million for the six months
ended December 31, 2007, with
s i n g l e  f a m i l y  m o r t g a g e s
accounting for $35.64 million of
the total. Home equity loan and
construction loan originations
totaled $8.54 million and $5.28
million, respectively, for the same
period. Commercial real estate
and  l and  d ev e l opmen t  l o an
originations totaled $6.29 million.
Loans held for sale decreased to
$748,000 at December 31, 2007
from $1.18 million at June 30,
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2007 .  Inve s tmen t  s e cur i t i e s
available-for-sale (“AFS”) decreased
$3.49 million, or 5.39%, to $61.28
million at December 31, 2007 from
$64.77 million at June 30, 2007. Of
that decrease, $1.80 million was
the  re su l t  o f  account ing  for
preferred stock under SFAS No.
159, which has its own line on the
f a c e  o f  t h e  b a l a n c e  s h e e t .
O t h e rw i s e ,  t h e  i n v e s tm en t
category with the largest decrease
was  corporate  bonds ,  wh ich
decreased $1.89 million.

Advances and other borrowings
increased $9.9 million, to $43.70
million from $33.80 million, while
deposits decreased $4.64 million.
Certificates of deposit and money
ma r k e t  a c c o u n t s  w e r e  t h e
categor ies  o f  depos i t s  which
declined most significantly, while
i n t e r e s t  b e a r i n g  c h e c k i n g
increased.  The certif icates of
deposit decrease was $1.79 million
and included a cancellation by the
Bank of a $4.4 million brokered
certificate of deposit. The bank
had no brokered deposits as of
December 31, 2007

Total equity increased as a result
of net income of $683,000, and a
decrease in other comprehensive
loss of $771,000 (due to a decrease
in net unrealized loss on securities
ava i lab le - for - sa le )  o f f se t  by
purchases of treasury stock and
the payment of two quarterly
$0.24 per  share  regular  cash
dividends.

Results of  Operations for the
Three Months Ended December
31, 2007 and 2006

Net Income. Eagle’s net income was
$219,000 and $461,000 for the
three months ended December 31,
2007, and 2006, respectively. The
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decrease of $242,000, or 52.49%,
w a s  d u e  t o  a  d e c r e a s e  i n
noninterest income of $323,000,
offset by a increase in net interest
i n c ome  o f  $ 1 4 7 , 0 0 0  a nd  a n
increase in noninterest expense of
$126,000. Eagle’s tax provision was
$60,000 lower in  the  current
quarter. Basic earnings per share
were $0.20 for the current period,
compared to $0.43 for the previous
year’s period. The decrease in net
income was significantly impacted
by  the  recogni t ion  o f  loss  in
market value on certain preferred
s tock  he ld  in  the  Company’s
investment portfolio.

Net Interest Income. Net interest
income increased to $1.777 million
for the quarter ended December
31, 2007, from $1.630 million for
the previous year’s quarter. This
increase of $147,000 was the result
of an increase in interest expense
of $245,000 offset by the increase
in interest and dividend income of
$392,000.

Interest and Dividend Income.
Total interest and dividend income
was $3.494 million for the quarter
e n d e d  D e c emb e r  3 1 ,  2 0 0 7 ,
compared to $3.102 million for the
quarter ended December 31, 2006,
r epre s en t ing  an  increa s e  o f
$392,000, or 12.64%. Interest and
fees on loans increased to $2.751
million for the three months ended
December 31, 2007 from $2.378
million for the same period ended
December 31, 2006. This increase
of $373,000, or 15.69%, was due
primarily to the increase in the
average balances on loans for the
quarter ended December 31, 2007.
Average  ba l anc e s  f o r  l o an s
receivable, net, for the quarter
ended December 31, 2007 were
$164.14 mil l ion,  compared to
$147.86 million for the previous
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year. This represents an increase
of $16.28 million, or 11.01%. The
average interest rate earned on
loans receivable increased by 27
basis points, from 6.43% to 6.70%.
I n t e r e s t  a n d  d i v i d e n d s  o n
i n v e s tm en t  s e c u r i t i e s  AFS
increased to $704,000 for the
quarter ended December 31, 2007
f rom $696 , 000  f o r  the  s ame
qua r t e r  l a s t  y e a r .  Av e r a g e
balances on investments decreased
to $62.17 million for the quarter
e n d e d  D e c emb e r  3 1 ,  2 0 0 7 ,
compared to $67.06 million for the
quarter ended December 31, 2006.
The average interest rate earned
on investments increased to 4.59%
from 4.22%. Interest on deposits
with banks increased to $27,000
from $16,000, due to increases in
average balances.
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EAGLE BANCORP AND
SUBSIDIARY

MANAGEMENT DISCUSSION
AND ANALYSIS OR PLAN OF

OPERATION

Results of  Operations for the
Three Months Ended December
31, 2007 and 2006 - continued

Interest Expense. Total interest
expense  increased  to  $1 .717
million for the quarter ended
December 31, 2007, from $1.472
million for the quarter ended
December 31, 2006, an increase of
$245 ,000 ,  or  16 .64%,  due  to
increases  in  interest  paid  on
borrowings and deposits. Interest
on deposits increased to $1.171
million for the quarter ended
December 31, 2007, from $1.042
million for the quarter ended
December 31, 2006. This increase
of $129,000, or 12.38%, was the
result of an increase in average
rates paid on deposit accounts.
Interest bearing checking accounts
and certificates of deposit showed
increases in average rates paid,
while money market accounts had
decreases. Average balances in
interest-bearing deposit accounts
increased s l ight ly  to  $163.73
million for the quarter ended
December 31, 2007, compared to
$163.02  mi l l ion for  the  same
quarter in the previous year. A
significant increase in the average
balance of borrowings, partially
offset by a decrease in the average
rate paid, resulted in an increase
in interest paid on borrowings to
$546,000 versus $430,000 paid in
the previous year’s quarter. The
average rate paid on borrowings
decreased from 5.20% last year to
5.15% this year. The average rate
paid on liabilities decreased 5 basis
points from the quarter ended
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December 31, 2006 to the quarter
ended December 31, 2007.

P r o v i s i o n  f o r  L o an  L o s s e s .
Provisions for loan losses are
charged to earnings to maintain
the total allowance for loan losses
at a level considered adequate by
Eagle’s  subsidiary,  American
Federal Savings Bank (the “Bank”),
to provide for probable loan losses
based on prior loss experience,
vo lume  and  t ype  o f  l end ing
conducted by the Bank, available
peer group information, and past
due loans in portfolio. The Bank’s
policies require a review of assets
on a quarterly basis. The Bank
classifies loans as well as other
assets if warranted. While the
Bank believes it  uses the best
information available to make a
determination with respect to the
a l lowance  for  loan  los ses ,  i t
recognizes that future adjustments
may be necessary. The Bank made
no provision for loan losses for
e i t h e r  t h e  q u a r t e r  e n d e d
December 31, 2007 or the quarter
ended December 31, 2007. This is
a reflection of the continued strong
asset quality of the Bank’s loan
portfolio. Total classified assets
decreased slightly from $391,000
at June 30, 2007 to $147,000 at
December 31, 2007, and total less
than 0.09% of total loans. The
Bank currently has no foreclosed
real estate.

Non i n t e r e s t  I n c om e .  T o t a l
noninterest income decreased to
$269,000 for the quarter ended
December 31, 2007, from $592,000
for the quarter ended December
31, 2006, a decrease of $323,000 or
5 4 . 5 6% .  T h i s  d e c r e a s e  i s
substantial ly  due to  a  loss  in
market value on investments in
certain preferred stock, issued by
Fannie Mae and Freddie Mac.
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Under Statement of Financial
Accounting Standard (SFAS) No.
1 5 9  Fa i r  V a l u e  O p t i o n  f o r
Financial Assets and Financial
Liabilities, which the company
implemented  Ju ly  1 ,  2007 ,  a
company elects fair value for the
i n i t i a l  a n d  s u b s e q u e n t
measurement for certain financial
a s s e t s  a n d  l i a b i l i t i e s  o n  a
contract-by-contract basis and
subsequent changes in fair value
are recognized in earnings when
incurred. For the three month
period ending December 31, 2007,
the market value of Fannie Mae
and Freddie Mac preferred stock,
owned  by  Eag l e ,  d e c r e a s ed
$390,000. In recent months both
a g e n c i e s  a n n oun c e d  ma j o r
write-downs of asset values during
the quarter, which impacted their
common equity prices as well.
T h e y  a l s o  e a c h  i s s u e d  n ew
offerings of preferred stock to
increase capital. These new issues
have higher coupons than the
preferred stock held by Eagle,
which also contributed to the
decline in the market value of the
issues held by Eagle. This loss was
partially offset by increases in
demand deposit service charges of
$62,000. This increase is partly
a t t r i b u t a b l e  t o  t h e  b a n k
implementing a new overdraft
protection plan this fiscal year.
Net gain on sale of loan decreased
$7,000. Other noninterest income
increased to $149,000 for the
quarter ended December 31, 2007
from $140,000 for the quarter
ended December 31, 2006. This
was primarily due to increased fee
income on electronic payments.
The other categories of noninterest
income had small changes.

Noninterest Expense. Noninterest
expense increased by $126,000 or
7.59% to $1.787 million for the
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quarter ended December 31, 2007,
f rom $1 . 661  m i l l i on  f o r  the
quarter ended December 31, 2006.
This increase was primarily due to
increases in salaries and employee
benefits of $94,000 and in-house
computer expense of $14,000. The
increase in other salaries and
employee benefits expense was due
t o  m e r i t  r a i s e s ,  a n d  o t h e r
inflationary items such as health
care  premiums.  Increases  in
in-house computer expense were
due to installing and implementing
new network servers and various
new software applications. Other
expense categories showed minor
changes.

Income Tax  Expense .  Eagle ’s
income tax expense was $40,000
for the quarter ended December
31, 2007, compared to $100,000 for
the quarter ended December 31,
2006. The effective tax rate for the
quarter ended December 31, 2007
was 15.44% and was 17.83% for
the quarter ended December 31,
2006.
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EAGLE BANCORP AND
SUBSIDIARY

MANAGEMENT DISCUSSION
AND ANALYSIS OR PLAN OF

OPERATION

Results of Operations for the Six
Months Ended December 31, 2007
and 2006

Net Income. Eagle’s net income was
$683,000 and $883,000 for the six
months ended December 31, 2007
and  2006 ,  r e spec t i ve l y .  The
decrease of $200,000, or 22.65%,
in net income was the result of an
increase in net interest income of
$ 2 0 2 , 0 0 0  a n d  a  d e c r e a s e
noninterest income of $276,000,
a l o n g  w i t h  a n  i n c r e a s e  i n
noninterest expense of $178,000.
Eagle’s tax provision was $52,000
lower in the current period. Basic
earnings per share for the period
ended December 31, 2007 were
$0.64 compared to $0.82 per share
for the period ended December 31,
2006.

Net Interest Income. Net interest
income increased to $3.486 million
f o r  t h e  s i x  m o n t h s  e n d e d
December 31, 2007 from $3.284
million for the six months ended
December 31, 2006. This increase
of $202,000 was the result of an
i n c r e a s e  i n  an  i n t e r e s t  and
dividend income of $806,000 offset
by an increase in interest expense
of $604,000.

Interest and Dividend Income.
Total interest and dividend income
was $6.902 million for the six
months ended December 31, 2007,
compared to $6.096 million for the
same period ended December 31,
2006, representing an increase of
$806,000, or 13.22%. Interest and
fees on loans increased to $5.419
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mill ion for  2007 from $4.689
million for 2006. This increase of
$730,000, or 15.57%, was due to
a n  i n c r e a s e  i n  t h e  a v e r a g e
balances of loans receivable for the
six months ended December 31,
2007  and  an  increa se  in  the
average interest  rate on such
loans. Average balances for loans
receivable, net, for this period
were $163.41 million, compared to
$146.11 million for the previous
year. This is an increase of $17.30
million, or 11.84%. The average
interest  rate earned on loans
receivable increased by 21 basis
points,  to 6.63% from 6.42%.
I n t e r e s t  a n d  d i v i d e n d s  o n
i n v e s t m e n t  s e c u r i t i e s
available-for-sale (AFS) increased
to  $1 .426  mi l l ion  for  the  s ix
months ended December 31, 2007
from $1.356 million for the same
period ended December 31, 2006.
Interest on deposits with banks
increased to $34,000 from $28,000.

Interest Expense. Total interest
expense  increased  to  $3 .416
million for the six months ended
December 31, 2007 from $2.812
million for the six months ended
December 31, 2006, an increase of
$604,000, or 21.48%. Interest on
depos i t s  increased  to  $2 .356
million for the six months ended
December 31, 2007 from $1.976
million for the six months ended
December 31, 2006. This increase
of $380,000, or 19.23%, was the
result of an increase in average
rates paid on deposit accounts
accompanied by a small increase
in average balances in deposit
accounts. Average rates paid on
certificates of deposit increased
from 2006 to  2007,  whi le  the
average rate paid on all liabilities
increased by 42 basis points from
the  s i x  mon th  per i od  ended
December 31,  2006 to  the s ix
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month period ended December 31,
2 0 0 7 .  A v e r a g e  b a l a n c e s  i n
interest-bearing deposits increased
to $164.67 mil l ion for the s ix
month period ended December 31,
2007 compared to $162.04 million
for the same period in the previous
year. Interest paid on borrowings
increased to $1.06 million for the
six months ended December 31,
2007 from $836,000 for the same
period ended December 31, 2006.
The increase in borrowing costs
was due to increases in the average
balances, partially offset by a
decrease in the average rate paid.
Average balances of borrowings
increased to $42.22 million in 2007
compared to $31.94 million in
2006. The average rate paid on
borrowings decreased 19 basis
points from 2006 to 2007.

P r o v i s i o n  f o r  L o an  L o s s e s .
Provisions for loan losses are
charged to earnings to maintain
the total allowance for loan losses
at a level considered adequate by
the Bank, to provide for probable
loan losses based on prior loss
experience, volume and type of
lending, available peer group
information, and past due loans in
portfolio.  The Bank’s policies
require the review of assets on a
q u a r t e r l y  b a s i s .  T h e  B ank
classifies loans as well as other
assets if warranted. While the
Bank believes it  uses the best
information available to make a
determination with respect to the
a l lowance  for  loan  los ses ,  i t
recognizes that future adjustments
may be necessary. No provision
was made for loan losses for either
of the six month periods ended
December 31, 2007 or December
31, 2006. This is a reflection of the
continued strong asset quality of
the Bank’s loan portfolio. Total
classified assets decreased slightly
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from $391,000 at June 30, 2007 to
$147,000 at December 31, 2007,
and total less than 0.09% of total
loans. The Bank currently has no
foreclosed real estate.

Non i n t e r e s t  I n c om e .  T o t a l
noninterest income decreased to
$853,000 for the six months ended
December 31, 2007, from $1.129
million for the six months ended
December 31, 2006, a decrease of
$ 2 7 6 , 0 0 0 ,  o r  2 4 . 4 5% .  Th i s
decrease is principally due to a
l o s s  i n  m a r k e t  v a l u e  o n
investments in certain preferred
stock, issued by Fannie Mae and
Fredd ie  Mac .  The  Company
imp l emen t e d  S t a t em en t  o f
Financial Accounting Standard
(SFAS) No. 159 Fair Value Option
for Financial Assets and Financial
Liabilities, on July 1, 2007 which
requires the recognition of losses
for investments whose value has
been impaired as described above.
For the six month period ending
December 31, 2007, the market
value of Fannie Mae and Freddie
Mac preferred stock, owned by
Eagle, decreased $431,000. Net
gain on sale of loans increased to
$382,000 for the six months ended
December 31, 2007 from $309,000
f o r  t h e  s i x  m o n t h s  e n d e d
December 31, 2006, an increase of
$73,000, or 23.62% due to the sale
of a higher percentage of mortgage
originations. Other categories of
noninterest income showed minor
changes.
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SUBSIDIARY

MANAGEMENT DISCUSSION
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OPERATION

Results of Operations for the Six
Months Ended December 31, 2007
and 2006 - continued

Noninterest Expense. Noninterest
expense increased by $178,000, or
5.43% to $3.455 million for the six
months ended December 31, 2007,
from $3.277 million for the six
months ended December 31, 2006.
This increase was primarily due to
increases in salaries and employee
benefits of $202,000, in-house
computer expenses of $17,000 and
postage expense of $17,000. The
increase in salaries and employee
benefits expense was due to merit
raises, and other inflationary items
such as health care premiums.
Increases in in-house computer
expenses were due to installing
and implementing new network
servers and various new software
applications. Expenses for postage
increased partly  due to  costs
related to privacy mailings and
other statement-stuffer items.
Other categories of noninterest
expense showed modest changes.

Income Tax  Expense .  Eagle ’s
income tax expense was $201,000
f o r  t h e  s i x  m o n t h s  e n d e d
December 31, 2007, compared to
$253,000 for the six months ended
December 31, 2006. The effective
tax rate for the six months ended
December 31, 2007 was 22.74%
and was 22.27% for the six months
ended December 31, 2006.

Liquidity, Interest Rate Sensitivity
and Capital Resources
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The company’s bank subsidiary is
required to maintain minimum
levels of liquid assets as defined by
the Office of Thrift Supervision
(“OTS”) regulations and guidance.
The  OTS has  e l iminated  the
statutory requirement based upon
a percentage  of  deposi ts  and
short-term borrowings. The OTS
s t a t e s  t h a t  t h e  l i q u i d i t y
requirement is retained for safety
and soundness purposes, and that
appropriate levels of liquidity will
depend upon the types of activities
in which the company engages.
For internal reporting purposes,
t h e  Bank  u s e s  t h e  p r e v i ou s
regulatory definitions of liquidity.
The Bank’s average liquidity ratio
was 8.30% and 15.23% for the
months ended December 31, 2007
a n d  D e c e m b e r  3 1 ,  2 0 0 6 ,
respectively.

The Bank’s primary sources of
funds are deposits, repayment of
l oans  and  mor tgage -backed
s e c u r i t i e s ,  m a t u r i t i e s  o f
investments, funds provided from
operations, and advances from the
Federa l  Home Loan Bank of
Seattle and other correspondent
banks. Scheduled repayments of
l oans  and  mor tgage -backed
secur i t i e s  and  matur i t i e s  o f
investment securities are generally
predic table .  However ,  o ther
sources of funds, such as deposit
flows and loan prepayments, can
be  great ly  in f luenced  by  the
general level of interest rates,
e c o n o m i c  c o n d i t i o n s  a n d
compet i t i on .  The  Bank  use s
liquidity resources principally to
fund existing and future loan
commitments. It also uses them to
fund maturing certif icates of
d e p o s i t ,  d e m a n d  d e p o s i t
withdrawals and to invest in other
loans and investments, maintain
liquidity,  and meet operating
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expenses.

L iqu id i t y  may  be  adver s e l y
affected by unexpected deposit
outflows, higher interest rates paid
by  compet i tor s ,  and  s imi lar
matters. Management monitors
projected l iquidity needs and
determines the level desirable,
based in part on commitments to
make loans and management’s
assessment of the bank’s ability to
generate funds.

At September 30, 2007 (the most
recent report available), the Bank’s
measure of sensitivity to interest
rate movements, as measured by
the  OTS,  weakened from the
previous quarter.  The Bank’s
capital ratio as measured by the
OTS also decreased slightly during
the same period. The Bank is well
within the guidelines set forth by
the Board of Directors for interest
rate risk sensitivity.

As of  December 31,  2007,  the
Bank’s regulatory capital was in
excess of all applicable regulatory
requirements. At December 31,
2007, the Bank’s tangible, core, and
risk-based capital ratios amounted
to 10.23%, 10.23%, and 14.46%,
r e s p e c t i v e l y ,  c omp a r e d  t o
regulatory requirements of 1.5%,
3.0%, and 8.0%, respectively. See
the following table (dollars in
thousands):
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MANAGEMENT DISCUSSION
AND ANALYSIS OR PLAN OF

OPERATION

Liquidity, Interest Rate Sensitivity
and Capital Resources - continued

(Unaudited)
At December 31, 2007

For
Capital
Adequacy

Dollar Purposes

Amount
% of
Assets

Tangible
capital:
Capital level $ 25,201 10.23%
Requirement 3,694 1.50
Excess $ 21,507 8.73%
Core capital:
Capital level $ 25,201 10.23%
Requirement 7,387 3.00
Excess $ 17,814 7.23%
Risk-based
capital:
Capital level $ 25,670 14.63%
Requirement 14,202 8.00
Excess $ 11,468 6.46%

Impact of Inflation and Changing
Prices

Our financial statements and the
accompanying notes have been
prepared in accordance with
generally accepted accounting
principles,  which require the
measurement of financial position
and operating results in terms of
h i s t o r i c a l  d o l l a r s  w i t h o u t
considering the change in the
relat ive purchasing power of
money  over  t ime  and  due  to
inflation. The impact of inflation is
reflected in the increased cost of
our operations. Interest rates have
a  g r e a t e r  i m p a c t  o n  o u r
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performance than do the general
levels of inflation. Interest rates do
not necessarily move in the same
direction or to the same extent as
the prices of goods and services.

Application of Critical Accounting
Policies

There are a number of accounting
e s t ima t e s  per formed  by  the
C omp a n y  i n  p r e p a r i n g  i t s
financial statements. Some of the
estimates are developed internally,
while others are obtained from
ind ep end en t  t h i r d  p a r t i e s .
Examples  o f  es t imates  us ing
external  sources  are  the  fa ir
marke t  va lue  o f  i nve s tmen t
securities, fair value of mortgage
s e r v i c i n g  r i g h t s ,  d e f e r r e d
compensation,  and appraised
value of foreclosed properties. It is
management’s assertion that the
external sources have access to
resources, methodologies, and
markets that provide adequate
as surances  tha t  no  mater ia l
impa c t  wou l d  o c c u r  du e  t o
changes  in  assumptions .  The
following accounting estimates are
performed internally:

Allowance for Loan and Lease
Losses (ALLL)- Management
applies its knowledge of current
local economic and real estate
market conditions,  historical
e x p e r i e n c e ,  l o a n  p o r t f o l i o
composition, and the assessment of
delinquent borrowers’ situations,
to determine the adequacy of its
ALLL reserve. These factors are
reviewed by the Bank’s federal
b a nk i n g  r e g u l a t o r  a nd  t h e
Company’s external auditors on a
regular basis. The current level of
the ALLL reserve is deemed to be
more than adequate given the
above factors, with no material
i m p a c t  e x p e c t e d  d u e  t o  a
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difference in the assumptions.

Deferred Loan Fees - Management
applies time study and statistical
a n a l y s i s  t o  d e t e rm i n e  l o a n
origination costs to be capitalized
under FAS 91. The analysis is
r e v i ewed  by  t h e  Company ’ s
e x t e r n a l  a u d i t o r s  f o r
reasonableness .  No  mater ia l
impact is expected if different
assumptions are used, as many of
our loans have a short duration.

D e f e r r e d  T a x  A s s e t s  -
Management expects to realize the
deferred tax assets due to the
continued profitability of the
Company.
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Application of Critical Accounting
Policies - continued

Fair Value of Other Financial
Instruments - Management uses
an internal model to determine
fair value for its loan portfolio and
ce r t i f i c a t e s  o f  d epo s i t .  The
assumptions entail spreads over
the  Treasury  y i e ld  curve  a t
appropriate maturity benchmarks.
As sumpt i on s  i n co rpora t i ng
different spreads would naturally
deliver varying results, however
due to short-term nature of the
loan portfolio and certificates of
deposit, changes in the results
would be mitigated. Currently, the
fair value is only presented as
footnote information, and changes
due to new assumptions would not,
in management’s opinion, affect the
reader’s opinion of the Company’s
financial condition.

Economic Life of Fixed Assets -
Management  determines  the
u s e f u l  l i f e  o f  i t s  bu i l d i ng s ,
furniture,  and equipment for
depreciation purposes.  These
estimates are reviewed by the
Company’s external auditors for
reasonableness .  No  mater ia l
impact is expected if different
assumptions were to be used.
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EAGLE BANCORP AND
SUBSIDIARY

CONTROLS AND
PROCEDURES

C O N T R O L S  A N D
PROCEDURES

Based on their evaluation, the
Company ’ s  Ch i e f  Ex e cu t i v e
Officer, Peter J. Johnson, and
Chief Financial Officer, Clint J.
Morrison, have concluded the
Company’s disclosure controls and
procedures are effective as of
December 31, 2007 to ensure that
i n f o rma t i on  r equ i r ed  t o  b e
disclosed in the reports that the
Company files or submits under
the Securities Exchange Act of
1934  i s  recorded,  processed ,
summarized and reported within
the time periods specified in the
S e c u r i t i e s  a n d  E x c h a n g e
Commission’s rules and forms.
During the last fiscal quarter,
there have been no significant
changes in the Company’s internal
control over financial reporting
that have materially affected, or
are reasonably likely to materially
affect, the Company’s internal
control over financial reporting.
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EAGLE BANCORP AND SUBSIDIARY

Part II - OTHER
INFORMATION

Item
1. Legal Proceedings.

Neither the Company nor the Bank is
involved in any pending legal
proceeding other than non-material
legal proceedings occurring in the
ordinary course of business.

Item
2.

Unregistered Sales of Equity
Securities Use of Proceeds.

c.)Small Business Issuer Purchases of
Equity Securities.
The following table summarizes the
Company’s purchase of its common
stock for the three months ended
December 31, 2007.

(a) (b) (c) (d)
Total
Number

Maximum

of Shares Number
of

Purchased Shares
that

Total as Part of May Yet
Be

Number of Average Publicly Purchased
Shares Price

Paid
Announced

Plans
Under the
Plans

Period Purchased* Per
Share

or
Programs

or
Programs

October
2007

3,285 $32.75 3,285 0

10-01-07
10-31-07

November
2007

None N/A N/A N/A

11-01-07
11-30-07

December
2007

None N/A N/A N/A

12-01-07
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12-31-07
Total 3,285 $32.75 3,285 0

* T h e  C o m p a n y  p u b l i c l y
announced a stock repurchase
program on July 21, 2005. The
Company  was  au thor i zed  to
acquire up to 28,750 shares of
common stock with the price
subject to market conditions. No
expiration date was set for the
r epur cha s e  p r og ram .  A s  o f
December 31, 2007, 28,750 shares
had been repurchased.

The Company publicly announced
a stock repurchase program on
January 17, 2008. The Company is
authorized to acquire up to 28,750
shares of common stock with the
price subject to market conditions.
No expiration date was set for the
r epur cha s e  p r og ram .  A s  o f
February 1, 2008, 1,000 shares
have been repurchased.

Item
3.

Defaults Upon Senior
Securities.

Not applicable.
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EAGLE BANCORP AND SUBSIDIARY

Part II - OTHER
INFORMATION (CONTINUED)

Item
4.

Submission of Matters to a Vote
of Security Holders.

The proxy statement for the Annual
Meeting of Stockholders was mailed on
September 17, 2007. The following
matters were voted on at the meeting
held on October 18, 2007:

1.Election of directors for three-year
terms expiring in 2010:

For: Against:
D o n  O .
Campbell 1,089,411 1,378

R i c k  F .
Hays 1,088,911 1,878

P e t e r  J .
Johnson 1,090,011 778

2.Ratification of appointment of Davis,
Kinard & Co., P.C. as auditors for the
fiscal year ended June 30, 2008:

For: Against: Abstain:
1,088,979 500 1,310

Item
5. Other Information.

None.

Item
6. Exhibits.

31.1Certification by Peter J.
Johnson, Chief Executive
Officer, pursuant to Rule
13a-14(a) under the Securities
Exchange Act of 1934, as
adopted pursuant to Section
302 (a) of the Sarbanes-Oxley
Act of 2002.

31.2Certification by Clint J. Morrison,
Chief Financial Officer, pursuant to

Edgar Filing: CGG - Form 6-K

62



Rule 13a-14(a) under the Securities
Exchange Act of 1934, as adopted
pursuant to Section 302 (a) of the
Sarbanes-Oxley Act of 2002.

32.1Certification by Peter J. Johnson,
Chief Executive Officer, and Clint J.
Morrison, Chief Financial Officer,
pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

a)Reports on Form 8-K
On January 17, 2008, the registrant
furnished under Item 2.02 of Form
8-K a press release announcing its
earnings for the second quarter of
2008 fiscal year. Also, on January 17,
2008, the registrant furnished Item
8.01 of Form 8-K a press release
announcing a stock repurchase
program for the company shares.
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EAGLE BANCORP AND SUBSIDIARY

SIGNATURES

I n  a c c o r d a n c e  w i t h  t h e
requirements of the Exchange Act,
the registrant caused this report to
be signed on its behalf by the
unders igned,  thereunto  duly
authorized.

EAGLE BANCORP

Date: February
11, 2008

By:  /s/ Peter J.
Johnson
Peter J.
Johnson
President/CEO

Date: February
11, 2008

By:  /s/ Clint J.
Morrison
Clint J.
Morrison
Senior Vice
President/CFO
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