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Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995

Readers should note that in addition to the historical information contained herein, some of the information in this report contains
forward-looking statements within the meaning of the federal securities laws. Forward-looking statements typically are identified with use of

terms such as “may,” “will,” “expect,” “anticipate,” “estimate,” “potential,” “could” and similar words, although some forward-looking statemen
expressed differently. You should be aware that the Company’s actual results could differ materially from those contained in the forward-looking
statements due to a number of factors, including: burdens imposed by federal and state regulation, changes in accounting regulations or
standards of banks; credit risk; exposure to general and local economic conditions; risks associated with rapid increase or decrease in prevailing

interest rates; consolidation within the banking industry; competition from banks and other financial institutions; our ability to attract and retain
relationship officers and other key personnel; or technological developments; and other risks discussed in more detail in Item 1A: “Risk Factors”,

all of which could cause the Company’s actual results to differ from those set forth in the forward-looking statements.

“« 9 < 2 < 9

Our acquisitions could cause results to differ from expected results due to costs and expenses that are greater, or benefits that are less, than we
currently anticipate, or the assumption of unanticipated liabilities.

Readers are cautioned not to place undue reliance on our forward-looking statements, which reflect management’s analysis only as of the date of
the statements. The Company does not intend to publicly revise or update forward-looking statements to reflect events or circumstances that
arise after the date of this report. Readers should carefully review all disclosures we file from time to time with the Securities and Exchange
Commission (the “SEC”) which are available on our website at www.enterprisebank.com.

PART I
ITEM 1: BUSINESS

General

Enterprise Financial Services Corp (“we” or “the Company” or “EFSC”), a Delaware corporation, is a financial holding company headquartered in St.
Louis, Missouri. The Company provides a full range of banking and wealth management services to individuals and business customers located

in the St. Louis, Kansas City and Phoenix metropolitan markets through its banking subsidiary, Enterprise Bank & Trust (“Enterprise” or “the
Bank”). Our executive offices are located at 150 North Meramec, Clayton, Missouri 63105 and our telephone number is (314) 725-5500.

On December 11, 2009, Enterprise entered into a loss sharing agreement with the Federal Deposit Insurance Corporation (“FDIC”) and acquired
certain assets and assumed certain liabilities of Valley Capital Bank, a full service community bank that was headquartered in Mesa, Arizona.
Under the terms of the agreement, we acquired tangible assets with an estimated fair value of approximately $42.4 million and assumed
liabilities with an estimated fair value of approximately $43.4 million. Under the loss sharing agreement, Enterprise will share in the losses on
assets covered under the agreement ("Covered Assets”). The FDIC has agreed to reimburse Enterprise for 80 percent of the losses on Covered
Assets up to $11,000,000 and 95 percent of the losses on Covered Assets exceeding $11,000,000. Reimbursement for losses on single family
one-to-four residential mortgage loans are made quarterly until December 31, 2019 and reimbursement for losses on non-single family
one-to-four residential mortgage loans are made quarterly until December 31, 2014. The reimbursable losses from the FDIC are based on the
book value of the acquired loans and foreclosed assets as determined by the FDIC as of the date of the acquisition, December 11, 2009.

On January 20, 2010, we sold our life insurance subsidiary, Millennium Brokerage Group, LLC (“Millennium”), for $4.0 million in cash.
Enterprise acquired 60% of Millennium in October 2005 and acquired the remaining 40% in December 2007. As a result of the sale, Millennium
is reported as a discontinued operation for all periods presented herein.

On January 25, 2010, the Company completed the sale of 1,931,610 shares, or $15.0 million of its common stock in a private placement
offering. We intend to use the net proceeds of the offering for general corporate purposes, which may include, without limitation, providing
capital to support the growth of our subsidiaries and other strategic business opportunities in our market areas, including FDIC-assisted
transactions. We may also seek the approval of our regulators to utilize the proceeds of this offering and other cash available to us to repurchase
all or a portion of the securities that we issued to the United States Department of the Treasury (the “U.S. Treasury”).
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On December 19, 2008, pursuant to the Capital Purchase Program (“CPP” or the “Capital Purchase Program”) established by the U. S. Treasury,
EFSC issued and sold to the Treasury for an aggregate purchase price of $35.0 million in cash (i) 35,000 shares of its Fixed Rate Cumulative
Perpetual Preferred Stock, Series A, par value $.01 per share, having a liquidation preference of $1,000 per share (the “Series A Preferred Stock”),
and (ii) a ten-year warrant to purchase up to 324,074 shares of common stock, par value $.01 per share, of EFSC, at an initial exercise price of
$16.20 per share, subject to certain anti-dilution and other adjustments (the “Warrant™).

Available Information

Our website is www.enterprisebank.com. Various reports provided to the SEC including our annual reports, quarterly reports, current reports
and proxy statements are available free of charge on our website. These reports are made available as soon as reasonably practicable after they
are filed with or furnished to the SEC. Our filings with the SEC are also available on the SEC’s website at http://www.sec.gov.

Business Strategy

Our stated mission is “to guide our clients to a lifetime of financial success.” We have established an accompanying corporate vision “to build an
exceptional company that clients value, shareholders prize and where our associates flourish.” These tenets are fundamental to our business
strategies and operations.

Our general business strategy is to generate superior shareholder returns by providing comprehensive financial services through banking and
wealth management lines of business primarily to private businesses, their owner families and other success-minded individuals.

Our commercial banking line of business offers a broad range of business and personal banking services. Lending services include commercial,
commercial real estate, financial and industrial development, real estate construction and development, residential real estate, and consumer
loans. A wide variety of deposit products and a complete suite of treasury management and international trade services complement our lending
capabilities.

The wealth management line of business includes the Company’s trust operations and Missouri state tax credit brokerage activities. Enterprise
Trust, a division of Enterprise (“Enterprise Trust” or “Trust”) provides financial planning, advisory, investment management and trust services to our
target markets. Business financial services are focused in the areas of retirement plans, management compensation and management succession
planning. Personal advisory services include estate planning, financial planning, business succession planning and retirement planning services.
Investment management and fiduciary services are provided to individuals, businesses, institutions and nonprofit organizations. State tax credit
brokerage activities consist of the acquisition of Missouri state tax credit assets and sale of these tax credits to clients.

Key success factors in pursuing our strategy include a focused and relationship-oriented distribution and sales approach, emphasis on growing
wealth management revenues, aggressive credit and interest rate risk management, advanced technology and tightly managed expense growth.

Building long-term client relationships -Our historical growth strategy has been largely client relationship driven. We continuously seek to add
clients who fit our target market of business owners and associated families. Those relationships are maintained, cultivated and expanded over
time. This strategy enables us to attract clients with significant and growing borrowing needs, and maintain those relationships as they grow. Our
banking officers are typically highly experienced. As a result of our long-term relationship orientation, we are able to fund loan growth primarily
with core deposits from our business and professional clients. This is supplemented by borrowing from the Federal Home Loan Bank of Des
Moines (the “FHLB”), the Federal Reserve, and by issuing brokered certificates of deposits, priced at or below alternative cost of funds.

Growing Wealth Management business — Enterprise Trust offers both fiduciary and financial advisory services. We employ a full complement of
attorneys, certified financial planners, estate planning professionals, as well as other investment professionals who offer a broad range of
services for business owners and high net worth individuals. Employing an intensive, personalized methodology, Enterprise Trust
representatives assist clients in defining lifetime goals and designing plans to achieve them. Consistent with the Company’s long-term
relationship strategy, Trust representatives maintain close contact with clients ensuring follow up, discipline, and appropriate adjustments as
circumstances change.

Capitalizing on technology — We view our technological capabilities to be a competitive advantage. Our systems provide Internet banking,
expanded treasury management products, check and document imaging, as well as a 24-hour voice response system. Other services currently
offered by Enterprise include controlled disbursements, repurchase agreements and sweep investment accounts. Our treasury management suite
of products blends advanced technology and personal service, often creating a competitive advantage over larger, nationwide banks. Technology
is also utilized extensively in internal systems, operational support functions to improve customer service, and management reporting and
analysis.
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Maintaining asset quality — Senior management and the head of credit administration monitor our asset quality through regular reviews of loans.
In addition, the Bank’s loan portfolio is subject to ongoing monitoring by a loan review function that reports directly to the audit committee of
our board of directors.

Expense management -The Company is focused on leveraging its current expense base and measures the “efficiency ratio” as a benchmark for
improvement. The efficiency ratio is equal to noninterest expense divided by total revenue (net interest income plus noninterest income).
Continued improvement is targeted to increase earnings per share and generate higher returns on equity.

Market Areas and Approach to Geographic Expansion

Enterprise operates in the St. Louis, Kansas City and Phoenix metropolitan areas. The Company, as part of its expansion effort, plans to continue
its strategy of operating relatively fewer offices with a larger asset base per office, emphasizing commercial banking and wealth management
and employing experienced staff who are compensated on the basis of performance and customer service.

St. Louis

The Company has four Enterprise banking facilities in the St. Louis metropolitan area. The St. Louis region enjoys a stable, diverse economic
base and is ranked the 19th largest metropolitan statistical area in the United States. It is an attractive market for us with nearly 70,000 privately
held businesses and over 50,000 households with investible assets of $1.0 million or more. We are the largest publicly-held, locally
headquartered bank in this market.

Kansas City

At December 31, 2009, the Company had seven banking facilities in the Kansas City Market. Kansas City is also an attractive private company
market with over 50,000 privately held businesses and over 35,000 households with investible assets of $1.0 million or more. To more
efficiently deploy our resources, on February 28, 2008, we sold the Enterprise branch in Liberty, Missouri and on July 31, 2008, we sold the
Kansas state bank charter of Great American along with the DeSoto, Kansas branch. See Item 8, Note 3 — Acquisitions and Divestitures for more
information.

Phoenix

On December 11, 2009, Enterprise acquired certain assets and assumed certain liabilities of Valley Capital Bank in Mesa, Arizona in an
FDIC-assisted transaction. The single location opened on December 14, 2009 as an Enterprise branch. After receiving regulatory approval,
Enterprise opened a new branch in the western suburbs of Phoenix on February 16, 2010. See Note 3 — Acquisitions and Divestitures for more
information.

Despite the market downturn in residential real estate, we believe the Phoenix market offers substantial long-term growth opportunities for
Enterprise. The demographic and geographic factors that propelled Phoenix into one of the fastest growing and most dynamic markets in the
country still exist, and we believe these factors should drive continued growth in that market long after the current real estate slump is over.
Today, Phoenix has more than 86,000 privately held businesses and 72,000 households with investible assets over $1.0 million each.

Competition

The Company and its subsidiaries operate in highly competitive markets. Our geographic markets are served by a number of large multi-bank
holding companies with substantial capital resources and lending capacity. Many of the larger banks have established specialized units, which
target private businesses and high net worth individuals. Also, the St. Louis, Kansas City and Phoenix markets have numerous small community
banks. In addition to other financial holding companies and commercial banks, we compete with credit unions, thrifts, investment managers,
brokerage firms, and other providers of financial services and products.
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Supervision and Regulation

Financial Holding Company

The Company is a financial holding company registered under the Bank Holding Company Act of 1956, as amended (“BHCA”). As a financial
holding company, the Company is subject to regulation and examination by the Federal Reserve Board, and is required to file periodic reports of
its operations and such additional information as the Federal Reserve may require. In order to remain a financial holding company, the Company
must continue to be considered well managed and well capitalized by the Federal Reserve and have at least a “satisfactory” rating under the
Community Reinvestment Act. See “Liquidity and Capital Resources” in the Management Discussion and Analysis for more information on our
capital adequacy and “Bank Subsidiary — Community Reinvestment Act” below for more information on Community Reinvestment.

Acquisitions: With certain limited exceptions, the BHCA requires every financial holding company or bank holding company to obtain the prior
approval of the Federal Reserve before (i) acquiring substantially all the assets of any bank, (ii) acquiring direct or indirect ownership or control
of any voting shares of any bank if, after such acquisition, it would own or control more than 5% of the voting shares of such bank (unless it
already owns or controls the majority of such shares), or (iii) merging or consolidating with another bank holding company. The BHCA also
prohibits a financial holding company generally from engaging directly or indirectly in activities other than those involving banking, activities
closely related to banking that are permitted for a bank holding company, securities, insurance or merchant banking. Federal legislation permits
bank holding companies to acquire control of banks throughout the United States.

United States Department of the Treasury Capital Purchase Program: On December 19, 2008, the Company received an investment of

approximately $35.0 million from the U.S. Treasury under the Capital Purchase Program. In exchange for the investment, the Company issued

to the U.S. Treasury (i) 35,000 shares of EFSC Fixed Rate Cumulative Perpetual Preferred Stock, Series A (the “Series A Preferred Stock™) and
(ii) a warrant (the “Warrant”) to purchase 324,074 shares of EFSC common stock, par value $0.01 per share (the “Common Stock”) at a price of
$16.20 per share. The Series A Preferred Stock qualifies as Tier 1 capital and pays cumulative dividends at a rate of 5% per annum for the first
five years, and 9% per annum thereafter.

Pursuant to the terms of the purchase agreement with the U.S. Treasury, our ability to declare or pay dividends or distributions on, or purchase,
redeem or otherwise acquire for consideration, shares of junior stock and parity stock is subject to restrictions, including a restriction against
increasing dividends from the last quarterly cash dividend per share ($0.0525) declared on the common stock prior to December 19, 2008. The
redemption, purchase or other acquisition of trust preferred securities of EFSC or our affiliates is also restricted. These restrictions will terminate
on the earlier of (a) the third anniversary of the date of issuance of the Series A Preferred Stock and (b) the date on which the Series A Preferred
Stock has been redeemed in whole or U.S. Treasury has transferred all of the Series A Preferred Stock to third parties.

In addition, the ability of EFSC to declare or pay dividends or distributions on, or repurchase, redeem or otherwise acquire for consideration,
shares of its other classes of stock is subject to restrictions in the event that EFSC fails to declare and pay full dividends (or declare and set aside
a sum sufficient for payment thereof) on its Series A Preferred Stock.

We are also subject to restrictions on the amount and type of compensation that we can pay our employees and are required to provide monthly
reports to the U.S. Treasury regarding our lending activity during the time that the U.S. Treasury owns shares of the Series A Preferred Stock.

Dividend Restrictions: In addition to the restrictions imposed by the CPP on our ability to pay dividends to holders of our common stock, under
Federal Reserve Board policies, bank holding companies may pay cash dividends on common stock only out of income available over the past
year and only if prospective earnings retention is consistent with the organization’s expected future needs and financial condition and if the
organization is not in danger of not meeting its minimum regulatory capital requirements. Federal Reserve Board policy also provides that bank
holding companies should not maintain a level of cash dividends that undermines the bank holding company’s ability to serve as a source of
strength to its banking subsidiaries.




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

Bank Subsidiary

At December 31, 2009, Enterprise was our only bank subsidiary. Enterprise is a Missouri trust company with banking powers and is subject to
supervision and regulation by the Missouri Division of Finance. In addition, as a Federal Reserve non-member bank, it is subject to supervision
and regulation by the FDIC. Enterprise is a member of the FHLB of Des Moines.

Enterprise is subject to extensive federal and state regulatory oversight. The various regulatory authorities regulate or monitor all areas of the
banking operations, including security devices and procedures, adequacy of capitalization and loss reserves, loans, investments, borrowings,
deposits, mergers, issuance of securities, payment of dividends, interest rates payable on deposits, interest rates or fees chargeable on loans,
establishment of branches, corporate reorganizations, maintenance of books and records, and adequacy of staff training to carry on safe lending
and deposit gathering practices. Enterprise must maintain certain capital ratios and is subject to limitations on aggregate investments in real
estate, bank premises, and furniture and fixtures. Enterprise is subject to periodic examination by the FDIC and Missouri Division of Finance.

Dividends by the Bank Subsidiary: Under Missouri law, Enterprise may pay dividends to the Company only from a portion of its undivided
profits and may not pay dividends if its capital is impaired.

Transactions with Affiliates and Insiders: Enterprise is subject to the provisions of Regulation W promulgated by the Federal Reserve, which
encompasses Sections 23A and 23B of the Federal Reserve Act. Regulation W places limits and conditions on the amount of loans or extensions
of credit to, investments in, or certain other transactions with, affiliates and on the amount of advances to third parties collateralized by the
securities or obligations of affiliates. Regulation W also prohibits, among other things, an institution from engaging in certain transactions with
certain affiliates unless the transactions are on terms substantially the same, or at least as favorable to such institution or its subsidiaries, as those
prevailing at the time for comparable transactions with nonaffiliated companies.

Community Reinvestment Act: The Community Reinvestment Act (“CRA”) requires that, in connection with examinations of financial institutions
within its jurisdiction, the FDIC shall evaluate the record of the financial institutions in meeting the credit needs of their local communities,
including low and moderate income neighborhoods, consistent with the safe and sound operation of those institutions. These factors are also
considered in evaluating mergers, acquisitions, and applications to open a branch or facility. The Company has a satisfactory rating under CRA.

USA Patriot Act: The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of
2001 (the "USA PATRIOT Act") requires each financial institution to: (i) establish an anti-money laundering program; (ii) establish due
diligence policies, procedures and controls with respect to its private banking accounts and correspondent banking accounts involving foreign
individuals and certain foreign banks; and (iii) implement certain due diligence policies, procedures and controls with regard to correspondent
accounts in the United States for, or on behalf of, a foreign bank that does not have a physical presence in any country. In addition, the USA
PATRIOT Act contains a provision encouraging cooperation among financial institutions, regulatory authorities and law enforcement authorities
with respect to individuals, entities and organizations engaged in, or reasonably suspected of engaging in, terrorist acts or money laundering
activities.

Limitations on Loans and Transactions: The Federal Reserve Act generally imposes certain limitations on extensions of credit and other
transactions by and between banks that are members of the Federal Reserve and other affiliates (which includes any holding company of which a
bank is a subsidiary and any other non-bank subsidiary of such holding company). Banks that are not members of the Federal Reserve are also
subject to these limitations. Further, federal law prohibits a bank holding company and its subsidiaries from engaging in certain tie-in
arrangements in connection with any extension of credit, lease or sale of property or the furnishing of services.

Deposit Insurance Fund: The FDIC establishes rates for the payment of premiums by federally insured banks for deposit insurance. The Deposit
Insurance Fund (“DIF”) is maintained for commercial banks, with insurance premiums from the industry used to offset losses from insurance
payouts when banks and thrifts fail. The FDIC is authorized to set the reserve ratio for the DIF annually at between 1.15% and 1.50% of
estimated insured deposits.

To fund this program, pursuant to the Federal Deposit Insurance Reform Act of 2005, the FDIC adopted a new risk-based deposit insurance
premium system that provides for quarterly assessments. Beginning in 2007, institutions were grouped into one of four categories based on their
FDIC ratings and capital ratios.
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To restore its reserve ratio, the FDIC raised the base annual assessment rate for all institutions in 2009. As a result of this increase, institutions
pay an assessment of between 12 and 77.5 basis points depending on the institution’s risk classification. Under the new assessment structure,
Enterprise’s average annual assessment during 2009 was 15.43 basis points (excluding the special assessment described below). An institution’s
risk classification is assigned based on its capital levels and the level of supervisory concern the institution poses to the regulators. Institutions
assigned to higher-risk classifications pay assessments at higher rates than institutions that pose a lower risk. Each institution’s assessment rate is
further adjusted based on the institution’s reliance on brokered deposits and/or other secured liabilities and the amount of unsecured debt.

On February 27, 2009, the FDIC imposed a one-time special assessment equal to $995,000 which was paid in the third quarter of 2009. In
addition, on November 12, 2009, the FDIC adopted a final rule imposing a 13-quarter prepayment of FDIC premiums. As a result, Enterprise
prepaid $11.5 million in December 2009. The prepayment will be expensed over the subsequent three years.

Employees
At December 31, 2009, we had approximately 308 full-time equivalent employees. None of the Company’s employees are covered by a
collective bargaining agreement. Management believes that its relationship with its employees is good.

ITEM 1A: RISK FACTORS

An investment in our common shares is subject to risks inherent to our business. Before making an investment decision, you should carefully
consider the risks and uncertainties described below together with all of the other information included or incorporated by reference in this
report. The risks and uncertainties described below are not the only ones we face. Although we have significant risk management policies,
procedures and verification processes in place, additional risks and uncertainties that management is not aware of or focused on or that
management currently deems immaterial may also materially and adversely impair our business operations. The value of our common shares
could decline due to any of these risks, and you could lose all or part of your investment.

Risks Related To Our Business

Various factors may cause our allowance for loan losses to increase.

We maintain an allowance for loan losses, which is a reserve established through a provision for loan losses charged to expense, that represents

management’s estimate of probable losses within the existing portfolio of loans. The allowance, in the judgment of management, is sufficient to
reserve for estimated loan losses and risks inherent in the loan portfolio. The Company’s loan loss allowance increased during the 2008 fiscal
year and through 2009 due to changes in economic conditions affecting borrowers, new information regarding existing loans, and identification

of additional problem loans. We continue to monitor the adequacy of our loan loss allowance and may need to increase it if economic conditions

continue to deteriorate. In addition, bank regulatory agencies periodically review our allowance for loan losses and may require an increase in

the provision for loan losses or the recognition of further loan charge-offs, based on judgments that can differ somewhat from those of our own

management. In addition, if charge-offs in future periods exceed the allowance for loan losses (i.e., if the loan allowance is inadequate), we will

need additional loan loss provisions to increase the allowance for loan losses. Additional provisions to increase the allowance for loan losses,

should they become necessary, would result in a decrease in net income or an increase in net loss and a reduction in capital, and may have a

material adverse effect on our financial condition and results of operations.

Our loan portfolio is concentrated in certain markets which could result in increased credit risk.

Substantially all of our loans are to businesses and individuals in the St. Louis, Kansas City, and Phoenix metropolitan areas. The regional
economic conditions in areas where we conduct our business have an impact on the demand for our products and services as well as the ability
of our customers to repay loans, the value of the collateral securing loans and the stability of our deposit funding sources.

Our loan portfolio mix, which has a concentration of loans secured by real estate, could result in increased credit risk.

A significant portion of our portfolio is secured by real estate and thus we have a high degree of risk from a downturn in our real estate markets.
If real estate values continue to decline further in our markets, the value of real estate collateral securing our loans could be significantly
reduced. Our ability to recover on defaulted loans where the primary reliance for repayment is on the real estate collateral by foreclosing and
selling that real estate would then be diminished and we would be more likely to suffer losses on defaulted loans.

6

10
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Additionally, because Kansas is a judicial foreclosure state, all foreclosures must be processed through the Kansas state courts. Until the court
confirms that the nonperforming loan is in default, we can take no action against the borrower or the property. Due to this process, it takes
approximately one year for us to foreclose on real estate collateral located in the State of Kansas. Our ability to recover on defaulted loans in our
Kansas market may be delayed and we would be more likely to suffer losses on defaulted loans in this market.

Liquidity risk could impair our ability to fund operations and jeopardize our financial condition.

Liquidity is essential to our business. An inability to raise funds through deposits, borrowings, the sale of loans and other sources could have a
substantial material adverse effect on our liquidity. Our access to funding sources in amounts adequate to finance our activities could be
impaired by factors that affect us specifically or the financial services industry in general. Factors that could detrimentally impact our access to
liquidity sources include a decrease in the level of our business activity due to a market downtown, our failure to remain well capitalized, or
adverse regulatory action against us. Our ability to acquire deposits or borrow could also be impaired by factors that are not specific to us, such
as a severe disruption of the financial markets or negative views and expectations about the prospects for the financial services industry as a
whole as the recent turmoil faced by banking organizations in the domestic and worldwide credit markets deteriorates.

We believe the level of liquid assets at Enterprise is sufficient to meet our current and anticipated funding needs. In addition to amounts
currently borrowed at December 31, 2009, we could borrow an additional $118.5 million from the Federal Home Loan Bank of Des Moines
under blanket loan pledges and an additional $279.7 million from the Federal Reserve Bank under pledged loan agreements. We also have
access to $30.0 million in overnight federal funds lines from various correspondent banks. Of our $282.5 million investment portfolio available
for sale, approximately $211.6 million is available for pledging or can be sold to enhance liquidity, if necessary. In addition, we believe our
current level of cash at the holding company will be sufficient to meet all projected cash needs in 2010. See “Liquidity and Capital Resources” for
more information.

Our business is subject to interest rate risk and variations in interest rates may negatively affect our financial performance.

A substantial portion of our income is derived from the differential or “spread” between the interest earned on loans, investment securities and
other interest-earning assets, and the interest paid on deposits, borrowings and other interest-bearing liabilities. Because of the differences in the
maturities and repricing characteristics of our interest-earning assets and interest-bearing liabilities, changes in interest rates do not produce
equivalent changes in interest income earned on interest-earning assets and interest paid on interest-bearing liabilities. Significant fluctuations in
market interest rates could materially and adversely affect not only our net interest spread, but also our asset quality and loan origination volume.

If our businesses do not perform well, we may be required to establish a valuation allowance against the deferred income tax asset, which could
have a material adverse effect on our results of operations and financial condition.

Deferred income taxes represent the tax effect of the differences between the book and tax basis of assets and liabilities. Deferred tax assets are
assessed periodically by management to determine if they are realizable. If based on available information, it is more likely than not that the
deferred income tax asset will not be realized, then a valuation allowance must be established with a corresponding charge to net income. As of
December 31, 2009, the Company did not carry a valuation allowance against its deferred tax asset balance of $18.3 million. Future facts and
circumstances may require a valuation allowance. Charges to establish a valuation allowance could have a material adverse effect on our results
of operations and financial position.

If the Bank continues to incur losses that erode its capital, it may become subject to enhanced regulation or supervisory action.

Under federal and state laws and regulations pertaining to the safety and soundness of insured depository institutions, the Missouri Division of
Finance and the Federal Reserve, and separately the FDIC as insurer of the Bank’s deposits, have authority to compel or restrict certain actions if
the Bank’s capital should fall below adequate capital standards as a result of future operating losses, or if its bank regulators determine that it has
insufficient capital. Among other matters, the corrective actions include but are not limited to requiring affirmative action to correct any
conditions resulting from any violation or practice; directing an increase in capital and the maintenance of specific minimum capital ratios;
restricting the Bank’s operations; limiting the rate of interest it may pay on brokered deposits; restricting the amount of distributions and
dividends and payment of interest on its trust preferred securities; requiring the Bank to enter into informal or formal enforcement orders,
including memoranda of understanding, written agreements and consent or cease and desist orders to take corrective action and enjoin unsafe
and unsound practices; removing officers and directors and assessing civil monetary penalties; and taking possession and closing and liquidating
the Bank. See “Supervision and Regulation”.
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Changes in government regulation and supervision may increase our costs.

Our operations are subject to extensive regulations by federal, state and local governmental authorities. Banking regulations are primarily
intended to protect depositors’ funds, federal deposit insurance funds and the banking system as a whole, not stockholders. We are now also
subject to supervisions, regulation and investigation by the U.S. Treasury and the Office of the Special Inspector General for the Troubled Asset
Relief Program (“TARP”) by virtue of our participation in the Capital Purchase Program. Changes to statutes, regulations or regulatory policies;
changes in the interpretation or implementation of statutes, regulations or policies could subject us to additional costs, limit the types of financial
services and products that we may offer and/or increase the ability of non-banks to offer competing financial services and products, among other
things.

Any future increases in FDIC insurance premiums will adversely impact our earnings.

In 2009, the FDIC charged a “special assessment” equal to five basis point special assessment on each insured depository institution’s assets minus
Tier 1 capital. Our special assessment amounted to $995,000 and was paid on September 30, 2009. The FDIC also raised our annual assessment
rate by 9.11 basis points to an average of 15.43 basis points. It is possible that the FDIC may impose additional special assessments in the future

or further increase our annual assessment, which could adversely affect our earnings.

We may be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty or other relationships. We have exposure to different
institutions and counterparties, and execute transactions with various counterparties in the financial industry, including federal home loan banks,
commercial banks, brokers and dealers, investment banks and other institutional clients. Recent defaults by financial services institutions, and
even rumors or questions about one or more financial services institutions or the financial services industry in general, have led to market wide
liquidity problems and could lead to losses or defaults by us or by other institutions. Any such losses could materially and adversely affect our
results of operations.

We have engaged in and may continue to engage in further expansion through acquisitions, including FDIC-assisted transactions, which could
negatively affect our business and earnings.

Our earnings, financial condition, and prospects after a merger or acquisition depend in part on our ability to successfully integrate the
operations of the acquired company. We may be unable to integrate operations successfully or to achieve expected cost savings. Any cost
savings which are realized may be offset by losses in revenues or other charges to earnings.

We periodically evaluate merger and acquisition opportunities and conduct due diligence activities related to possible transactions with other
financial institutions and financial services companies. As a result, merger or acquisition discussions and, in some cases, negotiations may take
place and future mergers or acquisitions involving cash, debt or equity securities may occur at any time. Acquisitions typically involve the
payment of a premium over book value, and, therefore, some dilution of our tangible book value per common share may occur in connection
with any future transaction. Furthermore, failure to realize the expected revenue increases, cost savings, increases in geographic or product
presence, and/or other projected benefits from an acquisition could have a material adverse effect on our financial condition and results of
operations. Finally, to the extent that we issue capital stock in connection with transactions, such transactions and related stock issuances may
have a dilutive effect on earnings per share of our common stock and share ownership of our stockholders.

We operate in a highly competitive industry and market areas.

We face substantial competition in all areas of our operations from a variety of different competitors, many of which are larger and may have
more financial resources. Such competitors primarily include national and super-regional banks as well as smaller community banks within the
markets in which we operate. However, we also face competition from many other types of financial institutions, including, without limitation,
credit unions, mortgage banking companies, mutual funds, insurance companies, investment management firms, and other local, regional and
national financial services firms. The financial services industry could become even more competitive as a result of legislative, regulatory and
technological changes and continued consolidation.

Loss of our key employees could adversely affect our business.

Our success depends, in large part, on our ability to attract and retain key people. Competition for the best people in most activities in which we
are engaged can be intense and we may not be able to hire or retain the people we want and/or need. Although we maintain employment
agreements with certain key employees, and have incentive compensation plans aimed, in part, at long-term employee retention, the unexpected
loss of services of one or more of our key personnel could still occur, and such events may have a material adverse impact on our business
because of the loss of the employee’s skills, knowledge of our market, business relationships and the difficulty of promptly finding qualified
replacement personnel.
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Pursuant to our participation in the CPP, we adopted certain standards for executive compensation and corporate governance for the period
during which the U.S. Treasury holds the equity issued pursuant to our participation in the CPP. These standards generally apply to our Chief
Executive Officer, Chief Financial Officer and the three next most highly compensated senior executive officers, although certain restrictions
apply to as many as twenty-five (25) of our most highly compensated employees. The restrictions severely limit the amount and types of
compensation we can pay our executive officers and key employees, including a complete prohibition on any severance or other compensation
upon termination of employment, significant caps on bonuses and retention payments. Such restrictions may impede our ability to attract and
retain skilled people in our top management ranks.

We may need to raise additional capital in the future, which may not be available to us or may only be available on unfavorable terms.

We may need to raise additional capital in the future in order to support any additional provisions for loan losses and loan charge-offs, to
maintain our capital ratios or for a number of other reasons. The condition of the financial markets may be such that we may not be able to
obtain additional capital or the additional capital may only be available on terms that are not attractive to us.

Our controls and procedures may fail or be circumvented.

Management regularly reviews and updates our internal controls, disclosure controls and procedures, and corporate governance policies and
procedures. Any system of controls, however well designed and operated, is based in part on certain assumptions and can provide only
reasonable, not absolute, assurances that the objectives of the system are met. Any failure or circumvention of our controls and procedures or
failure to comply with regulations related to controls and procedures could have a material adverse effect on our business, results of operations
and financial condition.

During the third quarter of 2009, we determined that the Company did not have a formal process of reviewing existing contracts with continuing
accounting significance and as a result did not detect an error in the accounting for loan participations executed subject to its standard
participation agreement. This resulted in the restatement of our financial results at December 31, 2007, December 31, 2008, each quarter in 2008
and the first and second quarters of 2009. Except for labeling affected prior period financial statements as “Restated,” no further changes are being
made to our above described corrected financial statements and no further restatement of our financial statements is anticipated. As previously
disclosed, as a result of the amendment of the loan participation agreements, the overall effect of these adjustments from the original period of
correction to December 31, 2009 was neutral to the Company’s financial results.

After identifying the error, we concluded that a material weakness in our internal controls over financial reporting existed during the periods
affected by the error. Management concluded that the material weakness was the Company’s lack of a formal process to periodically review
existing contracts and agreements with continuing accounting significance.

During the fourth quarter of 2009, management implemented a formal process to review all contracts and agreements with continuing
accounting significance on an annual basis. As a result of the review conducted in the fourth quarter, management did not identify any other
errors in its previous accounting for such contracts or agreements. We believe that these steps remediated the above described material
weakness. Although we believe that this material weakness has been remediated, there can be no assurance that similar weaknesses will not
occur in the future which could adversely affect our future results of operations or our stock price. See Item 8, Note 2 — Loan Participation
Restatement and Item 9A for more information.

Our information systems may experience an interruption or breach in security.

We rely heavily on communications and information systems to conduct our business. Any failure, interruption or breach in security of these
systems could result in failures or disruptions in our customer relationship management, general ledger, deposit, loan and other systems. While
we have policies and procedures designed to prevent or limit the effect of the possible failure, interruption or security breach of our information
systems, there can be no assurance that any such failure, interruption or security breach will not occur or, if they do occur, that they will be
adequately addressed. The occurrence of any failure, interruption or security breach of our information systems could damage our reputation,
result in a loss of customer business, subject us to additional regulatory scrutiny, or expose us to civil litigation and possible financial liability,
any of which could have a material adverse effect on our financial condition and results of operations.
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Risks Associated With Our Shares

Our share price can be volatile.

The trading price of our common stock has fluctuated significantly and may do so in the future. These fluctuations may result from a number of
factors, many of which are outside of our control. The stock market and, in particular, the market for financial institution stocks, has experienced
significant volatility recently. In addition, the trading volume in our common stock is lower than for many other publicly traded companies. As a
result of these factors, the market price of our common stock may be volatile.

An investment in our common stock is not an insured deposit.

An investment in our common stock is not a savings account, deposit or other obligation of our bank subsidiary, any non-bank subsidiary or any
other bank, and are not insured against loss by the FDIC, any other deposit insurance fund or by any other public or private entity. Investment in
our common stock is inherently risky for the reasons described in this “Risk Factors” section and elsewhere in this report and is subject to the same
market forces that affect the price of common stock in any company. As a result, if you acquire our common shares, you may lose some or all of
your investment.

Our ability to pay dividends is limited by various statutes and regulations and depends primarily on the Bank’s ability to distribute funds to us,

which is also limited by various statutes and regulations.

Enterprise Financial Services Corp depends on payments from the Bank, including dividends and payments under tax sharing agreements, for
substantially all of its revenue. Federal and state regulations limit the amount of dividends and the amount of payments that the Bank may make
to Enterprise Financial Services Corp under tax sharing agreements. In certain circumstances, the Missouri Division of Finance, FDIC or Federal
Reserve could restrict or prohibit the Bank from distributing dividends or making other payments to us. In the event that the Bank was restricted
from paying dividends to Enterprise Financial Services Corp or make payments under the tax sharing agreement, Enterprise Financial Services
Corp may not be able to service its debt, pay its other obligations or pay dividends on our Series A Preferred Stock or pay dividends on its
common stock. If we are unable or determine not to pay dividends on our common stock, the market price of the common stock could be
materially adversely affected.

The terms of our outstanding preferred stock limit our ability to pay dividends on and repurchase our common stock.

The terms of our Series A Preferred Stock provide that prior to the earlier of (i) December 19, 2011 and (ii) the date on which all of the shares of
the Series A Preferred Stock have been redeemed by us or transferred by the U.S. Treasury to third parties, we may not, without the consent of
the U.S. Treasury, (a) increase the cash dividend on our common stock above $0.0525 per share per quarter or (b) subject to limited exceptions,
redeem, repurchase or otherwise acquire shares of our common stock or preferred stock other than shares of our Series A Preferred Stock. These
restrictions could have a negative effect on the value of our common stock.

Our outstanding preferred stock impacts net income available to our common stockholders and earnings per common share.

The dividends declared and the accretion of discount on our outstanding Series A Preferred Stock reduce the net income available to common
stockholders and our earnings per common share. Our outstanding Series A Preferred Stock will also receive preferential treatment in the event
of liquidation, dissolution or winding up of the Company.

Holders of the Series A Preferred Stock may, under certain circumstances, have the right to elect two directors to our board of directors.

In the event that we fail to pay dividends on the Series A Preferred Stock for an aggregate of six or more quarters (whether or not consecutive),
the authorized number of directors then constituting our board of directors will be increased by two. Holders of the Series A Preferred Stock,
together with the holders of any outstanding parity stock with like voting rights voting as a single class, will be entitled to elect the two
additional directors at the next annual meeting (or at a special meeting called for the purpose of electing the preferred stock directors prior to the
next annual meeting) and at each subsequent annual meeting until all accrued and unpaid dividends for all past dividend periods have been paid
in full.
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Holders of the Series A Preferred Stock have voting rights in certain circumstances.
Except as otherwise required by law and in connection with the rights to elect directors as described above, holders of the Series A Preferred

Stock have voting rights in certain circumstances. So long as shares of the Series A Preferred Stock are outstanding, in addition to any other vote
or consent of shareholders required by law or our amended and restated charter, the vote or consent of holders owning at least 66 2/3% of the
shares of Series A Preferred Stock outstanding is required for (1) any authorization or issuance of shares ranking senior to the Series A Preferred
Stock; (2) any amendment to the rights of the Series A Preferred Stock so as to adversely affect the rights, preferences, privileges or voting
power of the Series A Preferred Stock; or (3) consummation of any merger, share exchange or similar transaction unless the shares of Series A
Preferred Stock remain outstanding, or if we are not the surviving entity in such transaction, are converted into or exchanged for preference
securities of the surviving entity and the shares of Series A Preferred Stock remaining outstanding or such preference securities have such rights,
preferences, privileges and voting power as are not materially less favorable to the holders than the rights, preferences, privileges and voting
power of the shares of Series A Preferred Stock.

There may be future sales or other dilution of our equity, which may adversely affect the market price of our common stock.

We are not restricted from issuing additional common stock or preferred stock, including any securities that are convertible into or exchangeable
for, or that represent the right to receive, common stock or preferred stock or any substantially similar securities. EFSC’s board of directors has
broad discretion regarding the type and price of such securities.

The market price of our common stock could decline as a result of sales of a large number of shares of common stock or preferred stock or
similar securities in the market, or the perception that such sales could occur. Holders of our common stock do not have anti-dilution or
preemptive rights under the Delaware General Corporation Law, as amended (“DGCL”), EFSC’s certificate of incorporation (as amended and
together with all certificates of designations) or by-laws. Shares of our common stock are not redeemable and have no subscription or conversion
rights.

Additionally, the ownership interest of holders of our common stock could be diluted to the extent the CPP Warrant is exercised for up to
324,074 shares of our common stock. Although the U.S. Treasury has agreed not to vote any of the shares of common stock it receives upon
exercise of the CPP Warrant, a transferee of any portion of the CPP Warrant or of any shares of common stock acquired upon exercise of the
CPP Warrant is not bound by this restriction. In addition, to the extent options to purchase common stock under our employee stock option plans
are exercised, holders of our common stock could incur additional dilution. Further, if we sell additional equity or convertible debt securities,
such sales could result in increased dilution to our stockholders.

The terms of the CPP Warrant include an anti-dilution adjustment, which provides that, if we issue common stock or securities convertible into
or exercisable, or exchangeable for, common stock at a price that is less than ninety percent (90%) of the market price of such shares on the last
trading day preceding the date we agree to sell such shares, the number of shares of our common stock to be issued would increase and the per
share price of the common stock to be purchased pursuant to the warrant would decrease.

We have outstanding subordinated debentures issued to statutory trust subsidiaries, which have issued and sold preferred securities to investors.
If we are unable to make payments on any of our subordinated debentures for more than twenty (20) consecutive quarters, we would be in
default under the governing agreements for such securities and the amounts due under such agreements would be immediately due and payable.
Additionally, if for any interest payment period we do not pay interest in respect of the subordinated debentures (which will be used to make
distributions on the trust preferred securities), or if for any interest payment period we do not pay interest in respect of the subordinated
debentures, or if any other event of default occurs, then we generally will be prohibited from declaring or paying any dividends or other
distributions, or redeeming, purchasing or acquiring, any of our capital securities, including the common stock, during the next succeeding
interest payment period applicable to any of the subordinated debentures, or next succeeding interest payment period, as the case may be.

Moreover, any other financing agreements that we enter into in the future may limit our ability to pay cash dividends on our capital stock,
including the common stock. In the event that our existing or future financing agreements restrict our ability to pay dividends in cash on the
common stock, we may be unable to pay dividends in cash on the common stock unless we can refinance amounts outstanding under those
agreements. In addition, if we are unable or determine not to pay interest on our subordinated debentures, the market price of our common stock
could be materially adversely affected.
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Anti-takeover provisions could negatively impact our stockholders.
Provisions of Delaware law and of our certificate of incorporation, as amended, and bylaws as well as various provisions of federal and Missouri

state law applicable to bank and bank holding companies could make it more difficult for a third party to acquire control of us or have the effect
of discouraging a third party from attempting to acquire control of us. We are subject to Section 203 of the DGCL, which would make it more
difficult for another party to acquire us without the approval of our board of directors. Additionally, our certificate of incorporation, as amended,
authorizes our board of directors to issue preferred stock and preferred stock could be issued as a defensive measure in response to a takeover
proposal. In the event of a proposed merger, tender offer or other attempt to gain control of the Company, our board of directors would have the
ability to readily issue available shares of preferred stock as a method of discouraging, delaying or preventing a change in control of the
Company. Such issuance could occur whether or not our stockholders favorably view the merger, tender offer or other attempt to gain control of
the Company. These and other provisions could make it more difficult for a third party to acquire us even if an acquisition might be in the best
interest of our stockholders. Although we have no present intention to issue any additional shares of its authorized preferred stock, there can be
no assurance that the Company will not do so in the future.

ITEM 1B: UNRESOLVED SEC COMMENTS
Not applicable.

ITEM 2: PROPERTIES

Banking facilities

Our executive offices are located at 150 North Meramec, Clayton, Missouri, 63105. As of December 31, 2009, we had four banking locations
and a support center in the St. Louis metropolitan area, seven banking locations in the Kansas City metropolitan area, one banking location in
Mesa, Arizona and a loan production officer in central Phoenix. We own four of the facilities and lease the remainder. Most of the leases expire
between 2010 and 2017 and include one or more renewal options of 5 years. One lease expires in 2026. All the leases are classified as operating
leases. We believe all our properties are in good condition.

Wealth management facilities
In February 2008, we purchased approximately 11,000 square feet of commercial condominium space in Clayton Missouri located
approximately two blocks from our executive offices. We relocated the St. Louis-based Trust Advisory operations to this location in the fourth
quarter of 2008. Enterprise Trust also has offices in Kansas City. Expenses related to the space used by Enterprise Trust are allocated to the
Wealth Management segment.

ITEM 3: LEGAL PROCEEDINGS

The Company and its subsidiaries are, from time to time, parties to various legal proceedings arising out of their businesses. Management

believes that there are no such proceedings pending or threatened against the Company or its subsidiaries which, if determined adversely, would

have a material adverse effect on the business, financial condition, results of operations or cash flows of the Company or any of its subsidiaries.
ITEM 4: SUBMISSION OF MATTERS TO VOTE OF SECURITY HOLDERS

Not applicable.
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PART II

ITEM 5: MARKET FOR COMMON STOCK AND RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASE OF EQUITY SECURITIES

Common Stock Market Prices

The Company’s common stock trades on the NASDAQ Global Select Market under the symbol “EFSC”. Below are the dividends declared by
quarter along with what the Company believes are the high and low closing sales prices for the common stock. There may have been other
transactions at prices not known to the Company. As of March 1, 2010, the Company had 662 common stock shareholders of record and a
market price of $9.01 per share. The number of holders of record does not represent the actual number of beneficial owners of our common
stock because securities dealers and others frequently hold shares in “street name” for the benefit of individual owners who have the right to vote
shares.

2009 2008

4th Qtr 3rd Qtr 2nd Qtr Ist Qtr 4th Qtr 3rd Qtr 2nd Qtr 1st Qtr
Closing Price $ 771 $ 925 $ 909 $ 976 $ 1524 $ 2256 $ 1885 $ 25.00
High 9.25 12.24 11.46 14.81 22.49 23.04 25.25 25.00
Low 7.25 8.96 7.88 7.52 11.49 15.95 18.60 18.19
Cash dividends paid on common shares 0.0525 0.0525
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