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MERGER PROPOSED YOUR VOTE IS VERY IMPORTANT

We are pleased to report that the boards of directors of Citizens Banking Corporation and Republic Bancorp Inc. have
each unanimously approved a merger involving our two companies. Before we can complete the merger, we must
obtain the approval of the shareholders of both Citizens and Republic. We are sending you this document to ask you to
vote in favor of the approval and adoption of the merger agreement and the issuance of Citizens common stock in the
merger.

In the merger, Republic will merge with and into Citizens, and Republic shareholders will be entitled to elect to
receive their merger consideration in the form of Citizens common stock, cash or a combination of both. Subject to the
election and adjustment procedures described in this document, Republic shareholders will be entitled to receive, in
exchange for each share of Republic common stock they hold at the time of the merger, consideration with a value
equal to the sum of (i) 0.4378 multiplied by the average closing price of Citizens common stock on The Nasdaq
Global Select Market ( Nasdaq ) during the ten trading days ending the day before the completion of the merger and
(ii) $2.08.

The value of the merger consideration will fluctuate with the market price of Citizens common stock. As explained in
more detail in this document, whether a Republic shareholder makes a cash election, a stock election or no election,
the value of the consideration that such Republic shareholder will receive as of the completion date will be
substantially the same based on the average pre-closing Citizens trading price.

As an example, based on the average closing price of Citizens common stock on Nasdaq for the ten trading days
ending on October 25, 2006, each share of Republic common stock would be converted into the right to receive either
approximately $13.56 in cash or approximately 0.5170 shares of Citizens common stock, having a market value based
on that average price of approximately $26.23. As an additional example, if the average closing price of Citizens
common stock on Nasdaq for the ten trading days ending the day before the completion of the merger is $26.92,
which was the average closing price for Citizens common stock for the ten trading days ending on June 26, 2006, the
last trading day prior to the day the merger agreement was announced, each share of Republic common stock would
be converted into the right to receive approximately $13.87 in cash or approximately 0.5152 of a share of Citizens
common stock. A chart showing the cash and stock merger consideration at various hypothetical closing prices of
Citizens common stock is provided on page 2 of this document.

The market prices of both Citizens common stock and Republic common stock will fluctuate before the merger. You
should obtain current stock price quotations for Citizens common stock and Republic common stock. Citizens
common stock trades on Nasdaq under the symbol CBCF and Republic common stock trades on Nasdaq under the
symbol RBNC.

Your vote is important. We cannot complete the merger of Citizens and Republic unless the Citizens shareholders
approve the issuance of common stock in the merger and Republic shareholders approve and adopt the merger
agreement. Republic shareholders failure to vote will have the same effect as voting against the merger. The
places, dates and times of the shareholder meetings are as follows:

For Citizens shareholders: For Republic shareholders:
9:00 a.m. local time, on November 30, 2006 9:00 a.m., local time, on November 30, 2006
Genesys Conference & Banquet Center, Kellogg Hotel and Conference Center,
805 Healthpark Blvd., Grand Blanc, Michigan 48439 Michigan State University
55 South Harrison Road, East Lansing, Michigan
48824
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The Citizens board of directors unanimously The Republic board of directors
recommends that Citizens shareholders vote FOR unanimously recommends that Republic
issuance of common stock in connection with the shareholders vote FOR approval and

merger agreement adoption of the merger agreement

This document gives you detailed information about the shareholder meetings and the proposed merger. We urge you
to read this document carefully, including Risk Factors beginning on page 17 for a discussion of the risks
relating to the merger. You also can obtain information about Citizens and Republic from documents that each
company has filed with the Securities and Exchange Commission. Whether or not you plan to attend your shareholder
meeting, to ensure your shares are represented at the meeting, please vote as soon as possible by either completing and
submitting the enclosed proxy card or by using the telephone or Internet voting procedures described on your proxy
card.

William R. Hartman Jerry D. Campbell
Chairman, President and Chief Executive Officer Chairman of the Board
Citizens Banking Corporation Republic Bancorp Inc.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved the shares of common stock to be issued by Citizens under this document or passed upon the
adequacy or accuracy of this document. Any representation to the contrary is a criminal offense.

This document is dated October 26, 2006, and is being first mailed to Citizens shareholders and Republic
shareholders on or about October 27, 2006.

Table of Contents 5



Edgar Filing: REPUBLIC BANCORP INC - Form DEFM14A

Table of Contents

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON NOVEMBER 30, 2006

To the Shareholders of Citizens Banking Corporation:

We will hold a special meeting of Citizens shareholders on November 30, 2006, at 9:00 a.m., local time, at the
Genesys Conference & Banquet Center, 805 Healthpark Blvd., Grand Blanc, Michigan 48439 for the following
purposes:

1. To consider and vote upon a proposal to issue common stock in connection with the Agreement and Plan of
Merger, dated as of June 26, 2006, between Citizens Banking Corporation and Republic Bancorp Inc., as it may be
amended from time to time, pursuant to which Republic will merge with and into Citizens;

2. To vote upon an adjournment or postponement of the Citizens special meeting, if necessary, to solicit additional
proxies; and

3. To transact such other business as may properly be brought before the Citizens special meeting and any
adjournments or postponements of the Citizens special meeting.

Only holders of record of Citizens common stock at the close of business on October 13, 2006 are entitled to notice of,
and to vote at, the Citizens special meeting or any adjournments or postponements of the Citizens special meeting. To
ensure your representation at the Citizens special meeting, please complete and promptly mail your proxy card
in the return envelope enclosed, or authorize the individuals named on your proxy card to vote your shares by
calling the toll-free telephone number or by using the Internet as described in the instructions included with
your proxy card or voting instruction card. This will not prevent you from voting in person, but will help to secure
a quorum and avoid added solicitation costs. Your proxy may be revoked at any time before it is voted. Please review
the proxy statement/prospectus accompanying this notice for more complete information regarding the merger and the
Citizens special meeting.

The board of directors of Citizens unanimously recommends that Citizens shareholders vote FOR the proposal to
issue common stock in connection with the merger agreement.

By Order of the Board of Directors,

Thomas W. Gallagher
General Counsel and Secretary

Flint, Michigan
October 26, 2006
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NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON NOVEMBER 30, 2006

To the Shareholders of Republic Bancorp Inc.:

We will hold a special meeting of Republic shareholders on November 30, 2006, at 9:00 a.m., local time, at the
Kellogg Hotel and Conference Center, Michigan State University, 55 South Harrison Road, East Lansing, Michigan
48824 for the following purposes:

1. To consider and vote upon a proposal to approve and adopt the Agreement and Plan of Merger, dated as of June 26,
2006, between Citizens Banking Corporation and Republic Bancorp Inc., as it may be amended from time to time,
pursuant to which Republic will merge with and into Citizens;

2. To vote upon an adjournment or postponement of the Republic special meeting, if necessary, to solicit additional
proxies; and

3. To transact such other business as may properly be brought before the Republic special meeting and any
adjournments or postponements of the Republic special meeting.

Only holders of record of Republic common stock at the close of business on October 13, 2006 are entitled to notice
of, and to vote at, the Republic special meeting or any adjournments or postponements of the Republic special
meeting. To ensure your representation at the Republic special meeting, please complete and promptly mail
your proxy card in the return envelope enclosed, or authorize the individuals named on your proxy card to vote
your shares by calling the toll-free telephone number or by using the Internet as described in the instructions
included with your proxy card or voting instruction card. This will not prevent you from voting in person, but will
help to secure a quorum and avoid added solicitation costs. Your proxy may be revoked at any time before it is voted.
Please review the proxy statement/prospectus accompanying this notice for more complete information regarding the
merger and the Republic special meeting.

The board of directors of Republic unanimously recommends that Republic shareholders vote FOR the proposal to
approve and adopt the merger agreement.

By Order of the Board of Directors,

Thomas F. Menacher
Corporate Secretary

Ann Arbor, Michigan
October 26, 2006
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ADDITIONAL INFORMATION

This document incorporates important business and financial information about Citizens Banking Corporation and
Republic Bancorp Inc. from documents filed with the Securities and Exchange Commission, which in this document
we refer to as the SEC, that are not included in or delivered with this document.

Citizens will provide you with copies of this information relating to Citizens, without charge, upon written or oral
request to:

Georgeson, Inc. Citizens Banking Corporation
17 State Street 328 South Saginaw Street
New York, NY 10004 Flint, Michigan 48502
Telephone (toll-free): (866) 296-7394 Attention: Kathleen O. Miller
Telephone (banks/brokers): (212) 440-9800 Telephone: (810) 257-2506

Republic will provide you with copies of this information relating to Republic, without charge, upon written or oral
request to:

The Altman Group Republic Bancorp Inc.
1200 Wall Street West 3rd Floor 1070 East Main Street
Lyndhurst, NY 07071 Owosso, Michigan 48867
Telephone (toll free): (800) 499-6260 Attention: Kristine D. Brenner
Telephone (banks/brokers): (800) 499-7300 Telephone: (989) 725-7337

In order to receive timely delivery of the documents in advance of your shareholder meeting, you must request
the information no later than November 10, 2006.

You may also obtain these documents at the SEC s website, www.sec.gov, and you may obtain certain of these

documents at Citizens website, www.citizensonline.com, by selecting Investor Relations and then selecting SEC
Filings, and at Republic s website, www.republicbancorp.com, by selecting Investor Relations and then selecting SEC
Filings. Information contained on the Citizens and Republic websites is expressly not incorporated by reference into

this document.

You should rely only on the information contained in or incorporated by reference into this document to vote

on the proposals to Citizens and Republic s shareholders in connection with the merger, as the case may be. No
one has been authorized to provide you with information that is different from that contained in, or
incorporated by reference into, this document. This document is dated October 26, 2006. You should not

assume that the information contained in, or incorporated by reference into, this document is accurate as of

any date other than that date. Neither our mailing of this document to Citizens shareholders or Republic
shareholders nor the issuance by Citizens of common stock in connection with the merger will create any
implication to the contrary.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the
solicitation of a proxy, in any jurisdiction to or from any person to whom it is unlawful to make any such offer
or solicitation in such jurisdiction. Information contained in this document regarding Citizens has been
provided by Citizens and information contained in this document regarding Republic has been provided by
Republic.
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QUESTIONS AND ANSWERS ABOUT THE MERGER
What matters will be considered at the shareholder meetings?

At the Citizens special meeting, Citizens shareholders will be asked to vote in favor of approving the issuance of
Citizens common stock contemplated by the merger agreement. At the Republic special meeting, Republic
shareholders will be asked to vote in favor of approving and adopting the merger agreement.

Why is my vote important?

The merger agreement must be approved and adopted by the holders of a majority of the outstanding shares of
Republic common stock. Accordingly, if a Republic shareholder fails to vote, or if a Republic shareholder
abstains, that will have the same effect as a vote against approval and adoption of the merger agreement. The
issuance of common stock in connection with the merger agreement must be approved by the holders of a
majority of the shares of Citizens common stock voted at the special meeting. Accordingly, abstentions and
failures to vote will not be treated as votes cast at the Citizens special meeting and therefore will have no effect
on determining the outcome of the proposals.

What do I need to do now in order to vote?

After you have carefully read this document, please respond as soon as possible so that your shares will be
represented and voted at the Citizens special meeting or the Republic special meeting, as applicable, by:

completing, signing and dating your proxy card or voting instruction card and returning it in the postage-paid
envelope; or

by submitting your proxy or voting instruction by telephone or through the Internet.
When and where are the shareholder meetings?

The Citizens special meeting will take place at 9:00 a.m. on November 30, 2006. The location of the Citizens
special meeting is the Genesys Conference & Banquet Center, 805 Healthpark Blvd., Grand Blanc, Michigan
48439.

The Republic special meeting will take place at 9:00 a.m. on November 30, 2006. The location of the Republic
special meeting is the Kellogg Hotel and Conference Center, Michigan State University, 55 South Harrison Road,
East Lansing, Michigan 48824.

Are there risks associated with the merger that I should consider in deciding how to vote?

Yes. There are a number of risks related to the merger of Citizens and Republic that are discussed in this
document and in other documents incorporated by reference in this document. Please read with particular care
the detailed description of the risks associated with the merger on pages 17 through 20 and in the Citizens and
Republic SEC filings referred to on page 91.

Q: When do you currently expect to complete the merger?

Table of Contents
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In the fourth quarter of 2006. However, we cannot assure you when or if the merger will occur. We must first
obtain the approval of Citizens shareholders and Republic shareholders at the shareholder meetings and the

necessary regulatory approvals.

If I am a Republic shareholder, when must I elect the type of merger consideration that I prefer to receive?

Republic shareholders who wish to elect the type of merger consideration they prefer to receive in the merger
should carefully review and follow the instructions set forth in the form of election, which is being mailed to
Republic shareholders separately on or about the date of this document. Republic shareholders will need to sign,
date and complete the election form and transmittal materials and return them to the exchange agent, American
Stock Transfer & Trust Company, at the address given in the materials, together with the certificates representing
shares of Republic common stock prior to the election deadline. The election deadline will be November 29, 2006
or such other date as the parties agree. If a Republic shareholder does not submit a properly completed and signed
form of election to the exchange agent by the election deadline, such shareholder will have no control

iii
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over the type of merger consideration such shareholder may receive, and, consequently, may receive only cash,

only Citizens common stock or a combination of cash and Citizens common stock in the merger. If you are a
Republic shareholder who holds shares in  street name, you will have to follow your broker s instructions to make
an election.

Q: IfI am a Republic shareholder, should I send in my Republic stock certificates with my proxy card?

A: No. Please DO NOT send your Republic stock certificates with your proxy card. You should carefully review and
follow the instructions set forth in the form of election, which is being mailed to Republic shareholders separately
on or about the date of this document, regarding the surrender of your share certificates. You should then, prior to
the election deadline, send your Republic common stock certificates to the exchange agent, together with your
completed, signed form of election.

Q: How do I vote my shares if my shares are held in street name ?

A: You should contact your broker or bank. Your broker or bank can give you directions on how to instruct the
broker or bank to vote your shares. Your broker or bank will not vote your shares unless the broker or bank
receives appropriate instructions from you. For Republic shareholders, your failure to vote will have the same
effect as a vote  AGAINST approval and adoption of the merger agreement. You should therefore provide your
broker or bank with instructions as to how to vote your shares.

Q: IfI hold shares of Citizens common stock through my Citizens 401(k) plan, will I be allowed to vote these
shares on the merger?

A: Yes. If you participate in the Citizens Amended and Restated Section 401(k) Plan, you may vote the number of
Citizens shares in your account on the record date. You may vote by following the instructions that are being
provided to Citizens shareholders separately. The trustee will vote your shares in accordance with your duly
executed instructions, if you meet the deadline for submitting your vote. This deadline may be earlier than the
deadline generally applicable to Citizens shareholders. If you do not send instructions, the trustee will have
discretion to vote the shares credited to your account.

Q: IfI hold shares of Citizens common stock through a Citizens deferred compensation plan, will I be allowed
to vote these shares on the merger?

A: No. If you participate in the Citizens Banking Corporation Directors Deferred Compensation Plan or the Citizens
Banking Corporation Deferred Compensation Plan for Executives (the Citizens Deferred Compensation Plans ),
you will not be entitled to vote any shares of Citizens common stock held for your benefit under those plans.
Citizens may, in its discretion, vote any Citizens shares held under the Citizens Deferred Compensation Plans.

Q: IfI hold shares of Republic common stock through my Republic Bancorp Inc. Tax Deferred Savings Plan,
will I be allowed to vote these shares on the merger and elect the type of consideration I prefer to receive
for such shares?

A: Yes. If you participate in the Republic Tax Deferred Savings Plan, you may vote the number of Republic shares
in your account on the record date. You may vote by following the instructions that are being provided to
Republic shareholders separately. The trustee will vote your shares in accordance with your duly executed
instructions, if you meet the deadline for submitting your vote. If you do not send instructions, the trustee will
vote the shares credited to your account as directed by the administrative committee under the plan. You will
receive additional information explaining how to submit directions to elect the form of merger consideration you
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prefer to receive for the number of Republic shares in your account under the Savings Plan. You should follow
the directions provided in these materials. The deadlines for submitting your voting or election instructions may
be earlier than deadline generally applicable to Republic shareholders.

v
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Q:

A:

What if I want to change my vote after I have delivered my proxy card?

You may change your vote at any time before your proxy is voted at the shareholder meeting. If you are the
record holder of your shares, you can do this in any of the three following ways:

by sending a written revocation to the secretary of Citizens or Republic, as appropriate, in time to be received
before the appropriate meeting of shareholders stating that you would like to revoke your proxys;

by properly completing another proxy card (whether by mail, telephone or Internet) that is dated later than the
original proxy and returning it in time to be received before the appropriate meeting of shareholders; or

by voting in person at the appropriate meeting of shareholders if your shares of Citizens common stock or
Republic common stock are registered in your name rather than in the name of a broker or bank.

If you hold your shares in street name, you should contact your broker or bank to give it instructions to change your

vote.

Q:

A:

Who can I call with questions about the shareholder meetings or the merger?

If you are a Citizens shareholder and you have questions about the merger or the Citizens special meeting of
shareholders or you need additional copies of this document, or if you have questions about the process for voting
or if you need a replacement proxy card, you should contact:

Georgeson, Inc. Citizens Banking Corporation
17 State Street 328 South Saginaw Street
New York, NY 10004 Flint, Michigan 48502
Telephone (toll-free): (866) 296-7394 Attention: Kathleen O. Miller
Telephone (banks/brokers): (212) 440-9800 Telephone: (810) 257-2506

If you are a Republic shareholder and you have questions about the merger or the Republic special meeting of
shareholders or you need additional copies of this document, or if you have questions about the process for voting or if
you need a replacement proxy card, you should contact:

The Altman Group Republic Bancorp Inc.
1200 Wall Street West 3rd Floor 1070 East Main Street
Lyndhurst, NY 07071 Owosso, Michigan 48867
Telephone (toll free): (800) 499-6260 Attention: Kristine D. Brenner
Telephone (banks/brokers): (800) 499-7300 Telephone: (989) 725-7337

Where can I find more information about the companies?

You can find more information about Citizens and Republic from the various sources described under Where
You Can Find More Information.

Am I entitled to exercise dissenters rights in connection with the merger?
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No. Under Michigan law, neither Citizens nor Republic shareholders will be entitled to exercise dissenters rights
in connection with the merger.

Q: Will Citizens shareholders receive any shares as a result of the merger?
A: No. Citizens shareholders will continue to hold the Citizens shares they currently own.

v
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SUMMARY

This summary highlights selected information from this document and may not contain all of the information that is
important to you. You should carefully read this entire document and the other documents to which this document
refers to fully understand the merger. See  Where You Can Find More Information on page 90. Most items in this
summary include a page reference directing you to a more complete description of those items.

THE COMPANIES (see page 72)

Citizens Banking Corporation
328 South Saginaw Street
Flint, Michigan 48502

(810) 766-7500

Citizens is a diversified financial services holding company providing a full range of commercial, consumer, mortgage
banking, trust and financial planning services to a broad client base. As of September 30, 2006 Citizens operates 181
branch, private banking, and financial center locations and 196 ATMs throughout Michigan, Wisconsin, and lowa.

Republic Bancorp Inc.
1070 East Main Street
Owosso, Michigan 48867
(989) 725-7337

Republic is a bank holding company. Republic provides commercial, retail and mortgage banking products and
services and as of September 30, 2006 operates 88 offices and 90 ATMs in 7 market areas in Michigan, Ohio and
Indiana.

THE MERGER (see page 26)

The terms and conditions of the merger are contained in the merger agreement, which is attached as Annex A to this
document. Please carefully read the merger agreement as it is the legal document that governs the merger.

Republic Will Merge into Citizens

We propose a merger of Republic with and into Citizens. As a result, Citizens will continue as the surviving company
and it is anticipated that the combined company will be renamed Citizens Republic Bancorporation and its banking
operations will be operated under the Citizens Bank name.

Republic Shareholders Will Receive Cash and/or Shares of Citizens Common Stock in the Merger depending
on their Election and any Proration (see pages 55-59)

Republic shareholders will have the right to elect to receive merger consideration for each of their shares of Republic
common stock in the form of cash or shares of Citizens common stock, subject to proration in the circumstances
described below. In the event of proration, a Republic shareholder may receive a portion of the merger consideration
in a form other than that which such shareholder elected.
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The value of the merger consideration will fluctuate with the market price of Citizens common stock and will be
determined based on the average closing price of Citizens common stock on Nasdagq for the ten trading days ending
the day before the completion of the merger. As explained in more detail in this document, whether a Republic
shareholder makes a cash election or a stock election, the value of the consideration such shareholder receives as of
the date of completion of the merger will be substantially the same based on that average Citizens closing price. A
Republic shareholder may specify different elections with respect to different shares that such shareholder holds (if,
for example, a Republic shareholder owns 100 shares of Republic common stock, that shareholder could make a cash
election with respect to 50 shares and a stock election with respect to the other 50 shares).

1
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As an example, based on the average closing price of Citizens common stock on Nasdaq for the ten trading days

ending on October 25, 2006, for each share of Republic common stock held, a Republic shareholder would receive
either approximately $13.56 in cash or 0.5170 of a share of Citizens common stock, subject to possible proration. We
will compute the actual amount of cash and number of shares of Citizens common stock that each Republic

shareholder will receive in the merger using the formula contained in the merger agreement. For a summary of the
formula contained in the merger agreement, see The Merger Agreement Consideration To Be Received in the Merger
beginning on page 55.

Set forth below is a table showing the consideration that a Republic shareholder would receive in a cash election, on
the one hand, or in a stock election, on the other hand, under the merger consideration formula if the actual average
closing price of Citizens common stock on Nasdaq for the ten trading days ending the day before the completion of
the merger were equal to the hypothetical range contained in the table. The table does not reflect the fact that cash will
be paid instead of fractional shares. As described below, regardless of whether a Republic shareholder makes a cash
election or a stock election, that Republic shareholder may nevertheless receive a mix of cash and stock.

Citizens Common Stock Republic Common Stock
Stock Election: Stock Consideration
Hypothetical Ten-Day Cash Election: OR per Share
Average of the Cash Consideration Shares of Citizens Market
Closing Prices per Share Common Stock Value (¥)
35.00 17.40 0.4971 17.40
34.00 16.97 0.4991 16.97
33.00 16.53 0.5009 16.53
32.00 16.09 0.5028 16.09
31.00 15.65 0.5048 15.65
30.00 15.21 0.5070 15.21
29.00 14.78 0.5097 14.78
28.00 14.34 0.5121 14.34
27.00 13.90 0.5148 13.90
26.00 13.46 0.5177 13.46
25.00 13.03 0.5212 13.03
24.00 12.59 0.5246 12.59
23.00 12.15 0.5283 12.15
22.00 11.71 0.5323 11.71
21.00 11.27 0.5367 11.27
20.00 10.84 0.5420 10.84

(*) Market value based on hypothetical ten-day average closing price on Nasdaq of Citizens common stock.

The examples above are illustrative only. The value of the merger consideration that a Republic shareholder actually
receives will be based on the actual average closing price of Citizens common stock on Nasdaq for the ten trading
days ending the day before the completion of the merger, as described below. The actual average closing price may be
outside the range of the amounts set forth above, and as a result, the actual value of the merger consideration per share
of Republic common stock may not be shown in the above table.
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Regardless of Whether Republic Shareholders Make a Cash Election or a Stock Election, Republic
Shareholders May Nevertheless Receive a Mix of Cash and Stock (see pages 55-59)

The aggregate number of shares of Citizens common stock that will be issued in the merger is approximately
32.7 million, based on the number of shares of Republic common stock outstanding on October 13, 2006, and the
aggregate amount of cash that will be paid in the merger is fixed at $154,850,330. As a result, if more Republic
shareholders make valid elections to receive either Citizens common stock or cash than is available as merger
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consideration under the merger agreement, those Republic shareholders electing the over-subscribed form of
consideration will have the over-subscribed consideration proportionately reduced and substituted with consideration
in the other form, despite their election.

If shares of Republic common stock are issued upon the exercise of outstanding Republic stock options or warrants or
as otherwise permitted by the merger agreement, the aggregate number of shares of Citizens common stock to be
issued as consideration in the merger will be increased accordingly. The aggregate amount of cash consideration
payable as merger consideration will always remain fixed at $154,850,330.

What Holders of Republic Stock Options and Other Equity-Based Awards Will Receive (see page 59)

When we complete the merger, stock options to acquire Republic common stock that are outstanding immediately
before the completion of the merger will become options to acquire shares of Citizens common stock. The number of
shares of Citizens common stock subject to such stock options, and the exercise price of the Republic stock options,
will be adjusted to reflect the exchange ratio.

Each Republic restricted share outstanding immediately before completing the merger will be converted (to the extent
they do not vest and become free of restrictions upon completion of the merger, in which case they will be converted
into the right to receive the merger consideration) into a restricted stock right with respect to Citizens common stock
upon the completion of the merger. The number of shares of Citizens common stock subject to such Citizens restricted
stock will be adjusted to reflect the exchange ratio.

Upon completion of the merger, warrants to acquire Republic common stock that are outstanding immediately before
the completion of the merger will become warrants to acquire shares of Citizens common stock. The number of shares
of Citizens common stock subject to such warrants, and the exercise price of the Republic warrants, will be adjusted to
reflect the exchange ratio.

In Order To Make a Valid Election, Republic Shareholders Must Properly Complete and Deliver the Form of
Election (see pages 60-61)

Republic shareholders who wish to elect the type of merger consideration they prefer to receive in the merger should
carefully review and follow the instructions set forth in the form of election, which is being mailed to Republic
shareholders separately on or about the date of this document. Republic shareholders will need to sign, date and
complete the election form and transmittal materials and return them to the exchange agent at the address given in the
materials, together with the certificates representing shares of Republic common stock (or a properly completed notice
of guaranteed delivery) prior to the election deadline. The form of election also includes delivery instructions for
shares held in book-entry form. Republic shareholders should NOT send their stock certificates with their proxy card.

The election deadline will be November 29, 2006 or such other date as the parties agree. If a Republic shareholder
does not submit a properly completed and signed form of election to the exchange agent by the election deadline, such
shareholder will have no control over the type of merger consideration such shareholder may receive, and,
consequently, may receive only cash, only Citizens common stock or a combination of cash and Citizens common
stock in the merger. If you are a Republic shareholder who holds shares in street name, you will have to follow your
broker s instructions to make an election.

Once Republic shareholders have tendered their Republic stock certificates to the exchange agent, they may not
transfer their shares of Republic common stock represented by those stock certificates until the merger is completed,
unless they revoke their election by written notice to the exchange agent that is received prior to the election deadline.
If the merger is not completed and the merger agreement is terminated, stock certificates will be returned by the
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exchange agent.

If registered Republic shareholders fail to submit a properly completed form of election, together with their Republic
stock certificates (or a properly completed notice of guaranteed delivery), prior to the election deadline, they will be
deemed not to have made an election. As non-electing holders, they will be paid merger consideration in an amount
per share that is equivalent in value to the amount paid per share to holders making elections, but they may be paid all
in cash, all in Citizens common stock, or in part cash and in part Citizens common stock, depending

3
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on the remaining pool of cash and Citizens common stock available for paying merger consideration after honoring
the cash elections and stock elections that other shareholders have made, and without regard to their preference.

Dividend Policy of Citizens; Anticipated Citizens Share Repurchase; Dividends from Republic (see page 61)

The holders of Citizens common stock receive dividends if and when declared by the Citizens board of directors out
of legally available funds. Citizens declared quarterly cash dividends of $0.285 per share of common stock for each
quarter in 2005 and the first quarter of 2006. Citizens declared quarterly cash dividends of $0.29 per share of common
stock for the second and third quarters of 2006. Following the completion of the merger, Citizens expects to continue
paying quarterly cash dividends on a basis consistent with past practice. However, the declaration and payment of
dividends will depend upon business conditions, operating results, capital and reserve requirements and consideration
by the Citizens board of directors of other relevant factors.

Prior to completion of the merger, Republic shareholders will continue to receive any regular quarterly dividends
declared and paid by Republic. See The Merger Agreement Conversion of Shares; Exchange of Certificates;
Elections as to Form of Consideration Dividends and Distributions.

Source of Funds

Citizens obligation to complete the merger is not conditioned upon Citizens obtaining financing. Citizens anticipates
that $154,850,330 will be required to pay the aggregate cash merger consideration to Republic shareholders. Citizens

intends to finance the cash component of the transaction through internal cash resources and additional capital raising
transactions.

Citizens Financial Advisor Has Delivered to Citizens Board of Directors an Opinion as to the Fairness, from a
Financial Point of View, to Citizens of the Consideration to be Paid by Citizens in the Merger (see pages 32-39)

UBS Securities LLC, or UBS, has delivered to the Citizens board of directors an opinion, dated June 26, 2006, to the
effect that, as of that date and based on and subject to the matters described in its opinion, the merger consideration to
be paid by Citizens was fair, from a financial point of view, to Citizens. We have attached the full text of UBS opinion
to this document as Annex B, which describes the assumptions made, procedures followed, matters considered and
limitations on the review undertaken by UBS in connection with its opinion. We encourage you to read the opinion
carefully in its entirety. UBS opinion was provided to Citizens board of directors in its evaluation of the merger
consideration from a financial point of view, does not address any other aspect of the merger and does not constitute a
recommendation to any shareholder as to how to vote or act with respect to the merger.

Republic s Financial Advisor Has Delivered to Republic s Board of Directors an Opinion as to the Fairness of
the Merger Consideration, from a Financial Point of View, to Republic s Shareholders (see pages 39-45)

Goldman, Sachs & Co., or Goldman Sachs, has delivered to the Republic board of directors an opinion, dated June 26,
2006, to the effect that, as of that date and based upon and subject to the considerations described in its opinion and

other matters as Goldman Sachs considered relevant, the consideration to be received by the holders of Republic
common stock in the merger, taken in the aggregate, was fair, from a financial point of view, to such shareholders. We
have attached the full text of Goldman Sachs opinion to this document as Annex C, which describes the assumptions
made, procedures followed, matters considered and limitations on the review undertaken by Goldman Sachs in
connection with its opinion. We encourage you to read the opinion in its entirety. The opinion of Goldman Sachs is
addressed to the board of directors of Republic and is among many factors considered by the board in deciding to
approve the merger agreement. The opinion is directed only to the consideration to be received in the merger and does
not constitute a recommendation to any shareholder as to how that shareholder should vote on the merger agreement.
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Citizens Board of Directors Recommends that Citizens Shareholders Vote FOR the Issuance of Citizens
Common Stock in Connection with the Merger Agreement (see page 32)

Citizens board of directors has unanimously determined that the merger and the merger agreement are advisable to,
and in the best interests of, Citizens shareholders and unanimously recommends that Citizens shareholders vote FOR
the proposal to approve the issuance of Citizens common stock as contemplated by the merger agreement.

In reaching its decision to approve the merger agreement, Citizens board of directors consulted with certain of its
senior management and with its legal and financial advisors and also considered the factors described under The
Merger Citizens Reasons for the Merger; Recommendation of Citizens Board of Directors.

Republic s Board of Directors Recommends that Republic Shareholders Vote FOR Approval and Adoption of
the Merger Agreement (see page 31)

Republic s board of directors has unanimously determined that the merger and the merger agreement are advisable to,
and in the best interests of, Republic shareholders and unanimously recommends that Republic shareholders vote FOR
the proposal to approve and adopt the merger agreement.

In reaching its decision to approve the merger agreement, Republic s board of directors consulted with certain of its
senior management and with its legal and financial advisors and also considered the factors described under The
Merger Republic s Reasons for the Merger; Recommendation of Republic s Board of Directors.

Interests of Citizens Executive Officers and Directors in the Merger (see pages 45-49)

Citizens executive officers, including William R. Hartman, who is also a director of Citizens, have interests in the
merger that are in addition to, or different from, the interests of Citizens stockholders generally. The executive officers
of Citizens have existing change-in-control agreements with Citizens that provide for severance benefits in connection
with certain terminations of employment in the three months prior to or the two years following a change in control of
Citizens. However, pursuant to an employment agreement that Citizens entered into with Mr. Hartman in connection
with the merger (which is more fully described on pages 45-46 and will supersede Mr. Hartman s existing employment
agreement with Citizens), Mr. Hartman has waived his rights under his change in control agreement in connection
with the merger with Republic. Under the new agreement, Mr. Hartman will serve as the Chief Executive Officer of
Citizens from the effective date of the merger until December 31, 2010 and as Executive Chairman of Citizens from
January 1, 2011 to December 31, 2012. Mr. Hartman will also continue as a member of the Citizens board of directors
and will serve as the Chairman of the board beginning on the first anniversary of the completion of the merger.
Citizens has also entered into retention agreements with four of its executive officers (which are more fully described
on page 46), pursuant to which the executive officers are entitled to certain benefits, including retention bonuses,
which will be paid on December 31, 2008, subject to an executive s continued employment with Citizens through that
date. Pursuant to these retention agreements, the executive officers have agreed that the merger with Republic will not
constitute a change in control under their existing change in control agreements with Citizens. In addition, under the
terms of Citizens equity compensation plans and award agreements, stock options and restricted shares granted to the
executive officers prior to the date on which the merger agreement was entered into will become fully vested and free
of restrictions in connection with the completion of the merger.

The Citizens board of directors was aware of these interests and considered them, among other matters, in approving
the merger agreement.

Interests of Republic Executive Officers and Directors in the Merger (see pages 45-49)
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Jerry D. Campbell, Dana M. Cluckey, Barry J. Eckhold, Thomas F. Menacher and Debra A. Hanses (each a director
and/or an executive officer) have interests in the merger that are in addition to, or different from, the interests of
Republic Shareholders generally.

Messrs. Campbell, Cluckey, Eckhold and Menacher each has a change in control agreement with Republic that
provides severance benefits if the executive officer s employment is terminated within either the six months
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preceding a change of control or the two years following a change of control by Republic without cause (as defined in
the agreement) or by the executive officer with good reason (as defined in the agreement).

Also, in connection with the signing of the merger agreement, Citizens has entered into employment agreements with
Mr. Cluckey and Mr. Campbell and letter agreements with Mr. Menacher and Ms. Hanses, all of which are more fully
described on pages 47-49. Upon completion of the merger, these agreements will supersede the officers existing
agreements with Republic. Under his new agreement, Mr. Cluckey will serve as President and Chief Operating Officer
of Citizens from the effective date of the merger until December 31, 2010 and as President and Chief Executive

Officer of Citizens from January 1, 2011 to December 31, 2011. Mr. Cluckey will also be a member of the Citizens
board of directors. Under his new agreement, Mr. Campbell will serve as an employee of Citizens, member of

Citizens board of directors, the non-executive Chairman of the Citizens board of directors until the first anniversary of
the date on which the merger is consummated and, if he chooses, Chairman of the board of directors of Citizens Bank
Wealth Management, N.A. throughout the term.

In addition, consistent with the terms of outstanding Republic equity award agreements, restricted shares granted to
the executive officers prior to the date on which the merger agreement was entered into will become fully vested and
free of restrictions in connection with the completion of the merger.

The Citizens and Republic boards of directors were aware of these interests and considered them, among other
matters, in approving the merger agreement.

Board of Directors after the Merger (see pages 49-50)

Upon completion of the merger, Citizens will cause its board of directors to consist of sixteen directors, nine of whom
will be current directors of Citizens or their nominees and seven of whom will be current Republic directors or their
nominees. Messrs. Hartman, Campbell and Cluckey will be among the surviving corporation s directors. At the
Citizens 2008 annual shareholders meeting eight Citizens-designated directors and six Republic-designated directors
will be elected, and at the Citizens 2009 annual shareholders meeting seven Citizens-designated directors and five
Republic-designated directors will be elected. The board arrangements are described under The Merger Agreement
Board of Directors of the Surviving Corporation; Bylaw Amendment.

Non-Solicitation (see pages 65-66)

Each party has agreed that it will not solicit or encourage any inquiries or proposals regarding any acquisition
proposals by third parties. However, each party may respond to unsolicited proposals in certain circumstances if
required by its board of directors fiduciary duties. Upon receiving any such proposal, the party receiving the proposal
must promptly notify the other.

Conditions to Completion of the Merger (see page 68)

Each of Citizens and Republic s obligations to complete the merger is subject to the satisfaction or waiver of a number
of mutual conditions including:

the approval and adoption of the merger agreement by Republic shareholders;

the approval of the issuance of Citizens common stock in connection with the merger by Citizens
shareholders; and
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the absence of any statute, regulation, rule, decree, injunction or other order in effect by any court or other
governmental entity that prohibits completion of the transactions contemplated by the merger agreement.

Each of Citizens and Republic s obligations to complete the merger is also separately subject to the satisfaction or
waiver of a number of conditions including:

the receipt by the party of a legal opinion from its counsel to the effect that the merger will be treated as a
reorganization for U.S. federal income tax purposes;
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the receipt and effectiveness of all regulatory approvals, registrations and consents, and the expiration of all
waiting periods required to complete the merger; and

the other company s representations and warranties in the merger agreement being true and correct, subject to
the materiality standards contained in the merger agreement, and the performance by the other party in all
material respects of its obligations under the merger agreement.

Citizens obligation to complete the merger is further subject to the condition that the regulatory approvals received in
connection with the completion of the merger not include any conditions or restrictions that, in the aggregate, would
reasonably be expected to have a material adverse effect on Republic or Citizens, with materiality being measured on
a scale relative to Republic.

Termination of the Merger Agreement (see pages 68-70)

Citizens and Republic may mutually agree at any time to terminate the merger agreement without completing the
merger, even if shareholders have approved the merger. Also, either of Citizens or Republic can terminate the merger
agreement in various circumstances, including the following:

if a governmental entity which must grant a regulatory approval as a condition to the merger denies approval of
the merger or any governmental entity has issued an order prohibiting the merger and such action has become
final and non-appealable;

if the merger is not completed by June 26, 2007 (other than because of a breach of the merger agreement caused
by the party seeking termination);

if the other party breaches the merger agreement in a way that would entitle the party seeking to terminate the
agreement not to consummate the merger, subject to the right of the breaching party to cure the breach within
45 days following written notice (unless it is not possible due to the nature or timing of the breach for the
breaching party to cure the breach);

if the other party has materially breached its non-solicitation obligations described under The Merger
Agreement No Solicitation of Alternative Transactions ;

if the other party s board has failed to recommend in the joint proxy statement the approval of the merger
agreement or the issuance of common stock, as applicable by its shareholders, recommended any alternative

transaction proposals with third parties or failed to call a meeting of its shareholders; or

if the approval of the Citizens shareholders of the issuance of common stock or approval and adoption of the
merger agreement by Republic shareholders is not obtained.

Republic may also terminate the merger agreement if the value of the aggregate consideration to be paid by Citizens
declines by more than 15% and the five-day average closing price of Citizens common stock underperforms a
peer-group index by more than 17.65%.

Dissenters Rights (see page 50)

Under Michigan law, Republic shareholders are not entitled to appraisal rights in connection with the merger because
Republic common stock is designated as a national market system security on an interdealer quotation system by the
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Citizens Will Hold its Special Meeting on November 30, 2006 (see pages 21-23)

The Citizens special meeting will be held at the Genesys Conference & Banquet Center, 805 Healthpark Blvd., Grand
Blanc, Michigan 48439, on November 30, 2006 at 9:00 a.m., local time. At the special meeting, Citizens shareholders
will be asked:

to approve the issuance of common stock as contemplated by the merger agreement;

to vote upon an adjournment or postponement of the Citizens special meeting, if necessary, to solicit additional
proxies; and
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to transact any other business as may properly be brought before the Citizens special meeting or any
adjournment or postponement of the Citizens special meeting.

You can vote at the Citizens special meeting if you owned Citizens common stock at the close of business on

October 13, 2006. On that date, there were 42,904,277 shares of Citizens common stock outstanding and entitled to
vote, approximately 4% of which were owned and entitled to be voted by Citizens directors and executive officers and
their affiliates. You can cast one vote for each share of Citizens common stock you owned on that date. In order to
approve the issuance of common stock contemplated by the merger agreement, the holders of a majority of the shares
of Citizens common stock voted at the special meeting must vote in favor of doing so.

Republic Will Hold its Special Meeting on November 30, 2006 (see pages 24-26)

The Republic special meeting will be held at the Kellogg Hotel and Conference Center, Michigan State University, 55
South Harrison Road, East Lansing, Michigan 48824, on November 30, 2006 at 9:00 a.m., local time. At the special
meeting, Republic shareholders will be asked:

to approve and adopt the merger agreement;

to vote upon an adjournment or postponement of the Republic special meeting, if necessary, to solicit additional
proxies; and

to transact any other business as may properly be brought before the Republic special meeting or any
adjournment or postponement of the Republic special meeting.

You can vote at the Republic special meeting if you owned Republic common stock at the close of business on
October 13, 2006. On that date, there were 74,632,790 shares of Republic common stock outstanding and entitled to
vote, approximately 4% of which were owned and entitled to be voted by Republic directors and executive officers
and their affiliates. You can cast one vote for each share of Republic common stock you owned on that date. In order
to approve and adopt the merger agreement, the holders of a majority of the outstanding shares of Republic common
stock entitled to vote must vote in favor of doing so.

Regulatory Approvals Required for the Merger (see pages 50-51)

Completion of the transactions contemplated by the merger agreement is subject to various regulatory approvals,
including approval from the Federal Reserve Board.

Citizens and Republic have completed, or will complete, filing all of the required applications and notices with
regulatory authorities.

Although we do not know of any reason why we would not be able to obtain the necessary regulatory approvals in a
timely manner, we cannot be certain when or if we will get them.

The Merger Has Been Structured to Be Generally Tax-Free to Holders of Republic Common Stock to the
Extent They Receive Citizens Common Stock (see pages 51-54)

The exchange by U.S. holders of Republic common stock for Citizens common stock has been structured to be
generally tax free for U.S. federal income tax purposes, except that:
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recognize gain, but not loss, to the extent of the cash received;

U.S. holders of Republic common stock that receive only cash generally will recognize gain or loss; and
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U.S. holders of Republic common stock generally will recognize gain or loss with respect to cash received
instead of fractional shares of Citizens common stock that such holders would otherwise be entitled to receive.

For further information, please refer to The Merger Material U.S. Federal Income Tax Consequences of the Merger.
COMPARATIVE PER SHARE MARKET PRICE INFORMATION

Citizens common stock trades on Nasdaq under the symbol CBCF and Republic common stock trades on Nasdaq
under the symbol RBNC. The following table presents the closing sale prices of Citizens common stock and Republic
common stock on June 26, 2006, the last trading day before we announced the merger agreement and October 25,

2006, the last practicable trading day prior to mailing this document. The table also presents the equivalent value of

the merger consideration per share of Republic common stock on June 26, 2006 and October 25, 2006 calculated in
accordance with the formula contained in the merger agreement (except using the average closing price of Citizens
common stock on Nasdaq for the ten trading days ending on those dates instead of using the average of the closing

price of Citizens common stock on Nasdaq for the ten trading days ending the day before the completion of the

merger).

Citizens
Closing
(Average) Republic Equivalent per

Date Price Closing Price Share Value
June 26, 2006 $ 27.03 $ 10.57 $ 13.91
June 26, 2006 (ten day average) $ 26.92 $ 10.57 $ 13.87
October 25, 2006 $ 2593 $ 13.31 $13.43
October 25, 2006 (ten day average) $ 26.23 $ 13.31 $ 13.56

The market prices of both Citizens common stock and Republic common stock will fluctuate prior to the merger. You
should obtain current stock price quotations for Citizens common stock and Republic common stock.
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SELECTED HISTORICAL AND UNAUDITED PRO FORMA FINANCIAL INFORMATION
Unaudited Comparative Per Share Data

The table on the following page shows historical information about Citizens and Republic s respective earnings per
share, dividends per share and book value per share, and similar information reflecting the merger, which is referred to
as pro forma information, at or for the six months ended June 30, 2006, and for the year ended December 31, 2005.
The pro forma and pro forma per equivalent share information give effect to the merger as if the merger had been
effective on the date presented in the case of the book value data, and as if the merger had been effective as of
January 1, 2005 in the case of the earnings per share and cash dividends data.

The pro forma data in the table assumes that the merger will be accounted for under the purchase method of
accounting. Under the purchase method of accounting, Citizens will record the assets and liabilities of Republic at
their estimated fair values as of the date the merger is completed. Financial statements for Citizens issued after merger
completion will reflect such values and will not be restated retroactively to reflect Republic s historical financial
position or results of operations.

The information listed as equivalent pro forma for Republic was obtained by multiplying the pro forma amounts listed
for Citizens by the equivalent 0.5182 exchange ratio calculated as of the June 30, 2006 balance sheet date. This
information is presented to reflect the fact that Republic shareholders will receive the equivalent of 0.5182 shares of
Citizens common stock for each share of their Republic common stock exchanged in the merger.

The pro forma financial information includes estimated adjustments to record certain assets and liabilities of Republic
at their respective fair values and to record certain exit costs related to Republic. The pro forma adjustments included
herein are subject to updates as additional information becomes available and as additional analyses are performed.
Pending more detailed analyses, additional pro forma adjustments may be made, including additional intangible assets
which may be identified. Any change in the fair value of Republic s net assets will change the amount of the purchase
price allocable to goodwill. Additionally, changes to Republic s shareholders equity, including dividends and net
income from July 1, 2006 through the date the merger is completed, will also change the amount of goodwill
recorded. The final adjustments may be materially different from the unaudited pro forma adjustments presented
herein.

The information in the following table is based on historical information and related notes Citizens and Republic
previously filed with the SEC. The reader should read all of the summary financial information provided in the
following tables together with this historical financial information and related notes. The historical financial
information is also incorporated into this document by reference. See  Where You Can Find More Information for a
description of where to find the historical information.

Citizens also anticipates that the merger will provide financial benefits that include increased revenue opportunities
and reduced operating expenses, but these financial benefits are not reflected in the pro forma information.
Accordingly, the pro forma information does not attempt to predict or suggest future results. It also does not
necessarily reflect what the historical results of the combined company would have been had the companies been
combined during the periods presented.
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Unaudited Comparative Historical and Pro Forma Per Common Share Data of
Citizens Banking Corporation and Republic Bancorp Inc.

Six Months
Ended Year Ended
December 31,

(in thousands, except per share amounts) June 30, 2006 2005
Citizens Banking Corporation
Basic earnings per common share
Net income
Historical $ 0.98 $ 1.87
Pro forma combined 1.05 1.93
Diluted earnings per common share
Net income
Historical 0.97 1.85
Pro forma combined 1.04 1.91
Cash dividends declared on common stock
Historical 0.575 1.14
Pro forma combined 0.58(1) 1.14
Book value per common share
Historical 15.15 15.28
Pro forma combined 19.90
Republic Bancorp Inc.
Basic earnings per common share
Historical $ 0.44 $ 0.91
Equivalent pro forma 0.54 1.00
Diluted earnings per common share
Historical 0.44 0.90
Equivalent pro forma 0.54 0.99
Cash dividends declared on common stock
Historical 0.22 0.41
Equivalent pro forma 0.30 0.59
Book value per common share
Historical 5.47 5.39
Equivalent pro forma 10.31

(1) Citizens increased the quarterly dividend to $0.29 per share in the second quarter of 2006. The current annualized
dividend rate for 2006 is $1.16.
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The selected historical financial data in the table below for the six-month periods ended June 30, 2006 and June 30,
2005 were derived from Citizens unaudited consolidated financial statements. The data for the five years ended
December 31, 2005 were derived from Citizens audited consolidated financial statements. The information is based on
historical information and related notes Citizens previously filed with the SEC. The reader should read all of the
summary financial information provided in the following table together with this historical financial information and
related notes, which is also incorporated into this document by reference. See Where You Can Find More Information
for a description of where to find the historical information.

Six Months Ended
June 30, Years Ended December 31,
sands, except per share data) 2006 2005 2005 2004 2003 2002 20
dated Summaries of Income
rest income $ 133465 $ 137,012 $ 275749 $ 271,698 $ 280,705 $ 294545 $ 3
n for loan losses 4,139 4,396 1,109 21,609 62,008 117,331 ”
rest income before securities
)SSES) 49,254 45,564 89,435 92,971 92,952 97,569 J{
ent securities gains (losses) 61 43 (8,927) (1,513) 101 2,338
rest expense 121,637 121,591 243,042 260,278 228,866 253,972 2
tax provision (benefit) from
ng operations 15,341 15,987 31,581 19,590 18,375 (1,346) ‘
from continuing operations 41,663 40,645 80,525 61,679 64,509 24,495 1
inued operations (after tax) 0 14,418 1,442 543
me $ 41,663 $ 40,645 $ 80,525 $ 76,097 $ 65,951 $ 25,038 $ 1
1mon Share Data
from continuing operations
$ 098 $ 094 $ 1.87 % 143  $ 149 $ 055 $

0.97 0.93 1.85 1.41 1.48 0.55

inued operations
0.33 0.03 0.01
0.33 0.03 0.01

me

0.98 0.94 1.87 1.76 1.52 0.56

0.97 0.93 1.85 1.74 1.51 0.56
vidends 0.575 0.57 1.14 1.14 1.14 1.13
lue (end of period) 15.15 15.31 15.28 15.13 14.69 14.88
value (end of period) 24.41 30.22 27.75 34.35 32.72 24.78

dated Period-End Balance
ems (Continuing Operations)
$ 7,814,170 $ 7,825937 $ 7,751,883 $ 7,706,033 $ 7,544903 $ 7,320,958 $ 7.4

> loans 5,728,039 5,523,228 5,616,119 5,393,365 5,164,416 5,342,669 5,6

S 5,684,569 5,200,738 5,473,839 5,299,760 5,274,082 5,740,867 5.7

rm debt 933,124 936,527 1,006,109 949,921 936,859 599,313 6!

Iders equity 649,872 662,149 656,463 654,302 635,162 650,469 6
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sands, except per share data)

dated Period-End Balance
ems, Including Discontinued
ons(1)

o loans

S

rm debt

lders equity
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nce for loan losses
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rge-offs

nce for loan losses to portfolio

nce for loan losses to
orming assets
rge-offs to average portfolio

forming assets to portfolio

us other repossessed assets

d

dated Percentages (Continuing
ons)

on average shareholders equity
On average earning assets

On average assets

> shareholders equity/avg.

rest margin (FTE)

verage ratio

sk-based capital ratio

sk-based capital ratio

dated Percentages, Including
inued Operations(1)

on average shareholders equity
On average earning assets

on average assets

> shareholders equity/avg.

rest margin (FTE)
verage ratio
sk-based capital ratio
sk-based capital ratio
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Six Months Ended
June 30,
2006

2005 2005

$ 7,814,170 $ 7,825,937 $ 7,751,883

5,728,039 5,523,228 5,616,119
5,684,569 5,200,738 5,473,839
933,124 936,527 1,006,109
649,872 662,149 656,463
$ 114560 $ 119967 $ 116,400
34,766 49,042 39,876
5,979 6,613 6,893
2.00 2.17 2.07
329.52 244.62 291.90
0.22 0.25 0.13

0.61 0.89 0.71
12.91 12.58 12.33
1.16 1.12 1.10

1.10 1.06 1.04

8.49 8.39 8.40

3.90 3.94 3.94

8.21 7.85 7.98

9.96 10.00 9.94
13.20 13.31 13.22
12.91 12.58 12.33
1.16 1.12 1.10

1.10 1.06 1.04

8.49 8.39 8.40

3.90 3.94 3.94

8.21 7.85 7.98

9.96 10.00 9.94
13.20 13.31 13.22

Years Ended December 31,

2004

2003

2002

20

$ 7,706,033 $ 7,711,070 $ 7,524,724 § 7,6¢

5,393,365
5,299,760
949,921
654,302

$ 122,184
50,847
20,775

2.27
240.30

0.40

0.94

9.64
0.86
0.81

8.43
3.99
7.84
9.96
13.32

11.90
1.05
0.99

8.32
3.99
7.84
9.96
13.32

5,247,818
5,442,267
936,859
635,162

$ 121,350
75,893
45,517

2.35
159.90

0.89

1.47

10.21
0.91
0.86

8.42
4.17
7.45
9.80
13.23

10.43
0.91
0.86

8.22
4.15
7.45
9.80
13.23

5,437,795
5,936,913
599,313
650,469

$ 104859 $
90,812
88,154

1.96
115.47

1.61

1.70

3.54
0.35
0.33

9.40
4.47
7.18
9.18
10.43

3.62
0.35
0.33

9.14
4.45
7.18
9.18
10.43
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6’
6¢
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(1) Citizens sold its Illinois bank subsidiary (Citizens Bank-Illinois-N.A.) in August 2004 as a cash transaction
valued at $26.3 million and realized a pre-tax gain of $11.7 million on the transaction. As a result, the Illinois
results of operations and financial condition are presented in a discontinued operations format for the years 2004
2001.
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Selected Consolidated Historical Data of Republic

The selected historical financial data in the table below for the six-month periods ended June 30, 2006 and June 30,
2005 were derived from Republic s unaudited consolidated financial statements. The data for the five years ended

December 31, 2005 were derived from Republic s audited consolidated financial statements. The information is based

on historical information and related notes Republic previously filed with the SEC. The reader should read all of the
summary financial information provided in the following table together with this historical financial information and

related notes, which is also incorporated into this document by reference. See Where You Can Find More Information

for a description of where to find the historical information.

sands, except per share data)

dated Summaries of Income

rest income
n for loan losses

rest income before securities

ent securities gains
rest expense

before income tax

tax provision

me

nmon Share Data

me per common share

vidends

lue (end of period)

value (end of period)
dated Period-End Balance
ems

o loans

S

rm debt

lders equity
uality

nce for loan losses
forming assets
rge-offs

nce for loan losses to portfolio

nce for loan losses to
orming assets

rge-offs to average portfolio
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Six Months Ended
June 30,

2006 2005
$ 76,149 $ 77,079
3,150 2,900
15,170 19,197
68 727
41,049 44,131
47,188 49,972
14,375 15,190
$ 32813 $ 34,782
$ 044 $ 0.45
0.44 0.45
0.22 0.20
5.47 5.37
12.39 13.61
$ 6,346,590 $ 6,075,228
4,829,488 4,533,129
3,061,447 3,035,086
1,671,467 1,484,934
407,184 409,107
$ 43,124 $ 41,871
66,738 36,769
2,148 2,847
0.89 0.92
64.62 113.88
0.09 0.13

2005

$ 154,036
5,800

41,519

1,785

93,261
98,279
29,098

$ 69,181

$ 0.91
0.90

0.41

5.39

11.90

$ 6,081,766
4,628,258
3,142,943
1,539,432

404,459

$ 42,122
61,099
5,496

0.91

68.94

0.12

Years Ended December 31,

2004

$ 149,850
8,500

44,858

2,461
94,075
94,594
27,910

$ 66,684

$ 0.86
0.85
0.35
5.29
13.89

$ 5,713,977
4,463,975
3,046,211
1,440,878

409,638

$ 41,818
33,461
4,136

0.94

124.98

0.10

2003

$ 142,497
12,000

58,589
2,190
104,654
86,622
25,896

$ 60,726

$ 0.79
0.78
0.28
4.81
11.15

$ 5,353,688
4,157,514
2,815,269
1,336,726

369,420

$ 40,271
42,438
7,806

0.97

94.89

0.20

2002

$ 141,852
16,000

50,168
5,859
100,515
81,364
24,687

$ 56,677

$ 0.73
0.72
0.24
4.35
8.84

$ 4,778,195
3,656,543
2,788,272
1,066,443

332,728

$ 36,077
42,471
9,080

0.99

84.95

0.25

41

20

$ 4.7
3,48
2,78
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1.38 0.81 1.32 0.75
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Six Months
Ended
June 30, Years Ended December 31,
(in thousands, except per share data) 2006 2005 2005 2004 2003 2002 2001

Consolidated Percentages
Return on average shareholders equity 16.04 16.88 16.90 17.03 17.33 17.52 15.76

Return on average earning assets 1.10 1.22 1.20 1.23 1.28 1.29 1.08
Return on average assets 1.06 1.17 1.15 1.18 1.23 1.24 1.04
Average shareholders equity/avg. assets 6.59 6.96 6.83 6.95 7.09 7.10 6.63
Net interest margin (FTE) 2.60 2.76 2.73 2.83 3.07 3.31 3.24
Tier I leverage ratio 7.52 7.57 7.57 7.94 8.04 7.81 8.34
Tier I risk-based capital ratio 10.98 11.38 11.24 11.87 11.72 11.18 11.43
Total risk-based capital ratio 12.03 12.50 12.32 12.96 12.85 12.26 12.31

The following selected unaudited pro forma condensed consolidated financial information has been derived from and
should be read in conjunction with, the Unaudited Pro Forma Condensed Combined Financial Information section
beginning on page 75 of this proxy statement/prospectus. This table displays pro forma information reflecting the
effect of accounting for the merger under the purchase method of accounting. The pro forma condensed combined
statements of income data assume a merger completion date of January 1, 2005. The pro forma condensed combined
period-end balance sheet data assumes a merger completion date of June 30, 2006.

Selected Unaudited Pro Forma Condensed Combined Financial Data of Citizens Banking Corporation and
Republic Bancorp Inc.

Six Months
Ended Year Ended
December 31,
(in thousands, except per share amounts) June 30, 2006 2005
Pro Forma Condensed Combined Statement of Income Data
Interest Income $ 425,871 $ 781,547
Interest Expense 207,622 341,970
Net Interest Income 218,249 439,577
Provision for loan losses 7,289 6,909
Net interest income after provision for loan losses 210,960 432,668
Noninterest Income 64,553 123,812
Noninterest Expense 164,520 349,463
Income Before Income Taxes 110,993 207,017
Income tax provision 32,097 59,500
Net Income $ 78,896 $ 147,517
Net Income Per Common Share:
Basic $ 1.05 $ 1.93
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Diluted 1.04 1.91
Weighted average shares outstanding during the period
Basic shares 75,395 76,478
Diluted shares 75,820 77,155
Pro Forma Condensed Combined Period-end Balance Sheet Data
Total Assets 14,778,263
Loans, net 10,326,230
Deposits 8,737,673
Long-term debt 2,753,459
Shareholders equity 1,501,965
15
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Since announcement of the merger, merger integration teams have been formed and are developing plans to integrate
Republic s operations into Citizens so that we can continue to provide an extraordinary client experience while
beginning to realize merger efficiencies. These plans will continue to be refined over the next several months and will
address staff, premises and equipment, systems, contractual arrangements and other integration activities for both
Republic and Citizens.

The costs associated with merger integration activities that impact certain Republic staff, premises and equipment,
systems, and contractual arrangements will be recorded as purchase accounting adjustments as described above when
the appropriate plans are in place, with potential refinements up to one year after merger completion as additional
information becomes available. Citizens currently estimates the exit cost purchase accounting adjustments will be
approximately $34.4 million after-tax. The costs associated with integrating systems and operations will be recorded
as merger-related expenses based on the nature and timing of the related expenses, but generally will be recorded as
the expenses are incurred. Restructuring charges will be recorded based on the nature and timing of the expenses and
generally will include merger integration activities that impact Citizens staff, premises and equipment, systems, and
contractual arrangements. Citizens expects merger-related and restructuring expenses will be approximately

$7.4 million after-tax and will be incurred and reported through 2007.
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RISK FACTORS

In addition to the other information contained in or incorporated by reference into this document, including Citizens
Annual Report on Form 10-K for the fiscal year ended December 31, 2005, Republic s Annual Report on Form 10-K
for the fiscal year ended December 31, 2005 and the matters addressed under the heading Forward-Looking
Statements beginning on page 20 of this document, you should carefully consider the following risk factors in
deciding whether to vote to approve and adopt the merger agreement or approve the issuance of Citizens common
stock, as applicable.

Because the Market Price of Citizens Common Stock Will Fluctuate, Republic Shareholders Cannot Be Sure of the
Value of the Merger Consideration They Will Receive.

Upon completion of the merger, each share of Republic common stock will be converted into the right to receive
merger consideration consisting of shares of Citizens common stock and/or cash pursuant to the terms of the merger
agreement. The value of the merger consideration to be received by Republic shareholders will be based on the
average closing price of Citizens common stock on Nasdaq for the ten trading days ending on the day before the
completion of the merger. This average price may vary from the closing price of Citizens common stock on the date
we announced the merger, on the date that this document was mailed to Citizens shareholders and Republic
shareholders and on the date of the meetings of the Citizens and Republic shareholders. Any change in the market
price of Citizens common stock prior to completion of the merger will affect the value of the merger consideration
that Republic shareholders will receive upon completion of the merger. Accordingly, at the time of the Republic
special meeting and prior to the election deadline, Republic shareholders will not necessarily know or be able to
calculate the amount of the cash consideration they would receive or the exchange ratio used to determine the number
of any shares of Citizens common stock they would receive upon completion of the merger. Neither company is
permitted to resolicit the vote of either company s shareholders solely because of changes in the market prices of either
company s stock. Stock price changes may result from a variety of factors, including general market and economic
conditions, changes in our respective businesses, operations and prospects, and regulatory considerations. Many of
these factors are beyond our control. You should obtain current market quotations for shares of Citizens common
stock and for shares of Republic common stock.

We May Fail To Realize All of the Anticipated Benefits of the Merger.

The success of the merger will depend, in part, on our ability to realize the anticipated cost and revenue synergies and
other benefits from combining the businesses of Citizens and Republic. However, to realize these anticipated benefits,
we must successfully combine the businesses of Citizens and Republic. If we are not able to achieve these objectives,
the anticipated cost and revenue synergies and other benefits of the merger may not be realized fully, or at all, or may
take longer to realize than expected. We may fail to realize some or all of the anticipated benefits of the transaction in
the amounts and times projected for a number of reasons, including that the integration may take longer than
anticipated, be more costly than anticipated or have unanticipated adverse results relating to Republic s or Citizens
existing businesses or customer base. Any such failure could have a material adverse effect on the value of Citizens
common stock.

Citizens and Republic have operated and, until the completion of the merger, will continue to operate, independently.
It is possible that the integration process could result in the loss of key employees, the disruption of each company s
ongoing businesses or inconsistencies in standards, controls, procedures and policies that adversely affect our ability
to maintain relationships with clients, customers, depositors and employees or to achieve the anticipated benefits of
the merger. Integration efforts between the two companies will also divert management attention and resources. These
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integration matters could have an adverse effect on each of Citizens and Republic during the transition period and on
the combined company following completion of the merger. These integration matters, as well as other changes
unrelated to the merger that may occur in the business of Citizens or Republic during the period between now and the
completion of the merger, could have an adverse effect on each of Citizens and Republic during the transition period
and on the combined company and could result in lower than expected revenues or higher than expected costs
following completion of the merger.
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The Market Price of Citizens Common Stock after the Merger May Be Affected by Factors Different from Those
Affecting the Shares of Citizens or Republic Currently.

The businesses of Citizens and Republic differ in some respects and, accordingly, the results of operations of the
combined company and the market price of the combined company s shares of common stock may be affected by
factors different from those currently affecting the independent results of operations of each of Citizens or Republic.
For a discussion of the businesses of Citizens and Republic and of certain factors to consider in connection with those
businesses, see the documents incorporated by reference in this document and referred to under Where You Can Find
More Information.

Citizens and Republic Shareholders, Respectively, Will Have a Reduced Ownership and Voting Interest After the
Merger and Will Exercise Less Influence Over Management.

After the merger s completion, Citizens and Republic shareholders will own a significantly smaller percentage of the
combined company than they currently own of Citizens and Republic, respectively. Following completion of the
merger, Citizens shareholders will own approximately 57% of the combined company and Republic shareholders will
own approximately 43% of the combined company. Consequently, Citizens and Republic shareholders may be able to
exercise less influence over the management and policies of the combined company than they currently exercise over
the management and policies of Citizens and Republic, respectively.

The Combined Company Will Incur Significant Transaction and Merger-Related Costs in Connection with the
Merger.

Citizens and Republic expect to incur a number of non-recurring costs associated with combining the operations of the
two companies. The substantial majority of non-recurring charges resulting from the merger will be comprised of
employee termination costs, other exit costs related to the Republic business to achieve desired synergies and costs
associated with repositioning the balance sheet to mitigate interest rate risk, improve liquidity, reduce reliance on
wholesale funding and improve quality of earnings. Citizens and Republic will also incur transaction fees and other
costs related to the merger. Although Citizens and Republic expect that the elimination of duplicative costs, as well as
the realization of other efficiencies related to the integration of the businesses may offset incremental transaction and
merger-related costs over time, this net benefit may not be achieved in the near term, or at all.

The Merger Agreement Limits Citizens and Republic s Abilities to Pursue Alternatives to the Merger.

The merger agreement contains non-solicitation provisions that, subject to limited exceptions, limit Citizens and
Republic s abilities to discuss, facilitate or commit to competing third-party proposals to acquire all or a significant

part of Citizens or Republic. Although Citizens and Republic s boards of directors are permitted to take these actions in
connection with receipt of a competing acquisition proposal if they determine that the failure to do so would violate

their fiduciary duties, taking such actions or similar actions (including Republic withdrawing or modifying, in a way
adverse to Citizens, its recommendation to its shareholders that they vote in favor of the merger or Citizens

withdrawing or modifying, in any way adverse to Republic, its recommendations to its shareholders that they vote in
favor of the issuance of common stock in connection with the merger, or recommending any other acquisition

proposal) would entitle either party to terminate the merger agreement. See The Merger Agreement No Solicitation of
Alternative Transactions. The merger agreement also requires each of Citizens and Republic to pay the other company

a termination fee of $36 million if the merger agreement is terminated in specified circumstances. See The Merger
Agreement Termination of the Merger Agreement Payment of Termination Fee. These provisions might discourage a
potential competing acquiror that might have an interest in acquiring all or a significant part of Republic from
considering or proposing that acquisition even if it were prepared to pay consideration with a higher per share market
price than that proposed in the merger, or might result in a potential competing acquiror proposing to pay a lower per
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share price to acquire Republic than it might otherwise have proposed to pay. These provisions might similarly
discourage a potential acquiror that might have an interest in acquiring all or a significant part of Citizens or might
reduce the price such potential acquiror would be willing to pay.
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Republic Shareholders May Receive a Form of Consideration Different From What They Elect.

While each Republic shareholder may elect to receive all cash or all Citizens common stock in the merger, the pools
of cash and Citizens common stock available for all Republic shareholders will be fixed amounts (subject to increase
in the available number of shares of Citizens common stock as a result of exercise of outstanding Republic stock
options and stock warrants, or as otherwise permitted by the merger agreement prior to the completion of the merger).
As aresult, if either a cash or stock election proves to be more popular among Republic shareholders, you are a
Republic shareholder and you choose the election that is more popular, you might receive a portion of your
consideration in the form you did not elect.

If You Are a Republic Shareholder and You Tender Shares of Republic Common Stock to Make an Election, You
Will Not Be Able to Sell Those Shares, Unless You Revoke Your Election Prior to the Election Deadline.

If you are a registered Republic shareholder and want to make a valid cash or stock election, you will have to deliver
your stock certificates (or follow the procedures for guaranteed delivery), and a properly completed and signed form
of election to the exchange agent. For further details on the determination of the election deadline, see The Merger
Agreement Conversion of Shares; Exchange of Certificates; Elections as to Form of Consideration Form of Election.
The election deadline may be significantly in advance of the closing of the merger. You will not be able to sell any
shares of Republic common stock that you have delivered as part of your election unless you revoke your election
before the deadline by providing written notice to the exchange agent. If you do not revoke your election, you will not
be able to liquidate your investment in Republic common stock for any reason until you receive cash and/or Citizens
common stock in the merger. In the time between the election deadline and the closing of the merger, the trading price
of Republic or Citizens common stock may decrease, and you might otherwise want to sell your shares of Republic
common stock to gain access to cash, make other investments, or reduce the potential for a decrease in the value of
your investment. The date that you will receive your merger consideration depends on the completion date of the
merger, which is uncertain. The completion date of the merger might be later than expected due to unforeseen events,
such as delays in obtaining regulatory approvals.

Certain Provisions of Citizens Articles of Incorporation and Bylaws May Prevent or Delay Future Transactions
or Other Changes that Shareholders in the Combined Company May Believe Are Desirable.

Following completion of the merger, the rights of former Republic shareholders who receive the stock consideration
will be governed by the Citizens articles of incorporation and bylaws, in addition to the provisions of Michigan law.
The articles of incorporation and bylaws of Citizens contain provisions that are in addition to, or different from, the
provisions set forth in the Republic articles of incorporation and bylaws and these provisions could prevent or delay
future transactions or other changes that the combined company s shareholders may believe to be in their best interests.
Some of the provisions also may make it difficult for shareholders to replace incumbent directors with new directors
who may be willing to entertain changes that shareholders may believe will lead to improvements in the combined
company s business. These additional or different provisions include:

the classified board structure of Citizens;
the removal of directors only for cause;

higher shareholder voting requirements for some transactions, including business combinations with related
parties (i.e., a fair price provision );

a provision requiring the affirmative vote of at least two-thirds of the outstanding voting power to adopt certain
amendments to the Citizens articles of incorporation and bylaws.

Table of Contents 50



Edgar Filing: REPUBLIC BANCORP INC - Form DEFM14A

In addition, Citizens has in place a shareholder rights plan. See Comparative Rights of Citizens and Republic
Shareholders on page 83 for more information regarding the differences between the rights of Citizens shareholders
and Republic shareholders.
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Citizens and Republic Executive Officers and Directors Have Financial Interests in the Merger that Are Different
Jrom, or in Addition to, the Interests of Citizens and Republic Shareholders.

Executive officers of Citizens negotiated the terms of the merger agreement, and Citizens boards of directors
unanimously approved and recommended that its shareholders vote to approve the issuance of Citizens common stock
as contemplated by the merger agreement. Executive officers of Republic negotiated the terms of the merger
agreement, and Republic s board of directors unanimously approved and recommended that its shareholders vote to
approve and adopt the merger agreement. In considering these facts and the other information contained in this
document, you should be aware that Citizens and Republic s executive officers and directors have financial interests in
the merger that are different from, or in addition to, the interests of Citizens and Republic s shareholders. Please see
Summary Interests of Citizens Executive Officers and Directors in the Merger , The Merger Interests of Citizens
Executives Officer in the Merger , Summary Interests of Republic Executive Officers and Directors in the Merger and
The Merger Interests of Republic Executive Officers and Directors in the Merger for further information about these
interests.

The Unaudited Pro Forma Financial Data Included in this Document is Preliminary and the Combined
Company s Actual Financial Position and Results of Operations May Differ Materially from the Unaudited Pro
Forma Financial Data Included in this Document.

The unaudited pro forma financial data in this document are presented for illustrative purposes only and are not
necessarily indicative of what the combined company s actual financial position or results of operations would have
been had the merger been completed on the dates indicated. These data reflect adjustments, which are based upon
preliminary estimates, to allocate the purchase price to Republic s net assets. The purchase price allocation reflected in
this document is preliminary, and final allocation of the purchase price will be based upon the actual purchase price
and the fair value of the assets and liabilities of Republic as of the date of the completion of the merger. In addition,
subsequent to the merger completion date, there may be further refinements of the purchase price allocation as
additional information becomes available. Accordingly, the final purchase accounting adjustments may differ
materially from the pro forma adjustments reflected in this document. See Unaudited Pro Forma Condensed
Combined Financial Information on page 75 for more information.

The Merger is subject to the Receipt of Consents and Approvals from Government Entities that May Impose
Conditions that Could Have an Adverse Effect on Citizens.

Before the merger may be completed, various approvals or consents must be obtained from the Federal Reserve Board
and other authorities in the United States. These governmental entities, including the Federal Reserve Board, may
impose conditions on the completion of the merger or require changes to the terms of the merger. Citizens and
Republic anticipate that certain divestitures will be required in Michigan which could have the effect of delaying
completion of the merger or imposing additional costs on or limiting the revenues of Citizens following the merger,
any of which might have a material adverse effect on Citizens following the merger. Citizens is not obligated to
complete the merger if the regulatory approvals received in connection with the completion of the merger include any
conditions or restrictions that, in the aggregate, would reasonably be expected to have a material adverse effect on
Republic or Citizens, measured on a scale relative to Republic, but Citizens could choose to waive this condition.

FORWARD-LOOKING STATEMENTS

This document contains or incorporates by reference a number of forward-looking statements regarding the financial
condition, results of operations, earnings outlook, and business prospects of Citizens, Republic and the potential

combined company and may include statements for the period following the completion of the merger. You can find

many of these statements by looking for words such as expects, projects, anticipates, believes, intends, estimat
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strategy, plan, potential, possible and other similar expressions.
The forward-looking statements involve certain risks and uncertainties. The ability of either Citizens or Republic to
predict results or actual effects of its plans and strategies, or those of the combined company, is inherently uncertain.

Accordingly, actual results may differ materially from those expressed in, or implied by, the

20

Table of Contents 53



Edgar Filing: REPUBLIC BANCORP INC - Form DEFM14A

Table of Contents

forward-looking statements. Some of the factors that may cause actual results or earnings to differ materially from
those contemplated by the forward-looking statements include, but are not limited to, those discussed under Risk
Factors and those discussed in the filings of each of Citizens and Republic that are incorporated herein by reference, as
well as the following:

those risks and uncertainties we discuss or identify in our public filings with the SEC;

the risk that the businesses of Citizens and Republic will not be integrated successfully or such integration may
be more difficult, time-consuming or costly than expected;

revenues following the merger may be lower than expected;

competitive pressure among financial services companies increases significantly;

general economic conditions are less favorable than expected;

changes in the interest rate environment reduce interest margins and impact funding sources;

changes in both companies businesses during the period between now and the completion of the merger may
have adverse impacts on the combined company;

changes in market rates and prices may adversely impact the value of financial products and assets;

legislation or regulatory environments, requirements or changes adversely affect businesses in which either
company is engaged;

litigation liabilities, including costs, expenses, settlements and judgments, may adversely affect either company
or its businesses;

deposit attrition, operating costs, customer loss and business disruption following the merger, including
difficulties in maintaining relationships with employees, may be greater than expected; and

the ability to obtain governmental approvals of the merger on the proposed terms and schedule.

Because these forward-looking statements are subject to assumptions and uncertainties, actual results may differ
materially from those expressed or implied by these forward-looking statements. You are cautioned not to place undue
reliance on these statements, which speak only as of the date of this document or the date of any document
incorporated by reference in this document.

All subsequent written and oral forward-looking statements concerning the merger or other matters addressed in this
document and attributable to Citizens or Republic or any person acting on their behalf are expressly qualified in their
entirety by the cautionary statements contained or referred to in this section. Except to the extent required by
applicable law or regulation, Citizens and Republic undertake no obligation to update these forward-looking
statements to reflect events or circumstances after the date of this document or to reflect the occurrence of
unanticipated events.

THE SPECIAL MEETING OF CITIZENS SHAREHOLDERS

General
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This document is being furnished to Citizens shareholders in connection with the solicitation of proxies by the
Citizens board of directors to be used at the special meeting of Citizens shareholders to be held on November 30, 2006
at 9:00 a.m., local time, at the Genesys Conference & Banquet Center, 805 Healthpark Blvd., Grand Blanc, Michigan
48439, and at any adjournment or postponement of that meeting. This document and the enclosed form of proxy are
being sent to Citizens shareholders on or about October 27, 2006.

Record Date and Voting

The Citizens board of directors has fixed the close of business on October 13, 2006 as the record date for determining
the holders of shares of Citizens common stock entitled to receive notice of and to vote at the Citizens
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special meeting. Only holders of record of shares of Citizens common stock at the close of business on that date will
be entitled to vote at the Citizens special meeting and at any adjournment or postponement of that meeting. At the
close of business on the record date, there were 42,904,277 shares of Citizens common stock outstanding, held by
approximately 6,030 holders of record.

Each holder of shares of Citizens common stock outstanding on the record date will be entitled to one vote for each
share held of record upon each matter properly submitted at the Citizens special meeting and at any adjournment or
postponement of that meeting. In order for Citizens to satisfy its quorum requirements, the holders of at least a
majority of the total number of outstanding shares of Citizens common stock entitled to vote at the Citizens special
meeting must be present. You will be deemed to be present if you attend the meeting or if you submit a proxy card
(including through the Internet or telephone) that is received at or prior to the Citizens special meeting (and not
revoked as described below).

If your proxy card is properly executed and received by Citizens in time to be voted at the Citizens special meeting,

the shares represented by your proxy card (including those given through the Internet or by telephone) will be voted in
accordance with the instructions that you mark on your proxy card. If you execute your proxy but do not provide
Citizens with any instructions, your shares will be voted FOR the approval of the issuance of Citizens common stock
in connection with the merger and FOR any adjournment or postponement of the Citizens special meeting that may be
necessary to solicit additional proxies.

If your shares are held in street name by your broker or bank and you do not provide your broker or bank with
instructions on how to vote your shares, your broker or bank will not be permitted to vote your shares, and these
broker non-votes will not have any effect on the outcome of the vote on the proposal to approve of the issuance of
Citizens common stock in connection with the merger.

If you participate in the Citizens Amended and Restated Section 401(k) Plan, you may vote the number of Citizens
shares in your account on the record date. You may vote by following the instructions that are being provided to
Citizens shareholders separately. The trustee will vote your shares in accordance with your duly executed instructions,
if you meet the deadline for submitting your vote. This deadline may be earlier than the deadline generally applicable
to Citizens shareholders. If you do not send instructions, the trustee will have discretion to vote the shares credited to
your account.

If you participate in the Citizens Deferred Compensation Plans, you will not be entitled to vote any shares of Citizens
common stock held for your benefit under those plans. Citizens may, in its discretion, vote any Citizens shares held
under the Citizens Deferred Compensation Plans.

Vote Required

Approval of the issuance of common stock contemplated by the merger agreement requires the affirmative vote of a
majority of the votes cast on the proposal at the Citizens special meeting. Shares of Citizens common stock as to
which the abstain box is selected on a proxy card will be counted as present for purposes of determining whether a
quorum is present but will not be treated as votes cast at the special meeting and therefore will have no effect on
determining the outcome of the proposals.

As of the record date:
Citizens directors and executive officers and their affiliates owned and were entitled to vote approximately

1,781,000 shares of Citizens common stock, representing approximately 4% of the outstanding shares of
Citizens common stock; and
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Republic directors and executive officers and their affiliates owned and were entitled to vote less than 0.1% of
the outstanding shares of Citizens common stock. Republic does not own any shares of Citizens common
stock.

We currently expect that Citizens and Republic s directors and executive officers will vote their shares of Citizens
common stock FOR approval and adoption of the merger agreement, although none of them has entered into any
agreement requiring them to do so.
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Approval of any proposal to adjourn or postpone the meeting, if necessary, for the purpose of soliciting additional
proxies may be obtained by the affirmative vote of the holders of a majority of the shares of Citizens common stock
represented at the Citizens special meeting, whether or not a quorum is present.

Revocability of Proxies

The presence of a Citizens shareholder at the Citizens special meeting will not automatically revoke that Citizens
shareholder s proxy. However, a Citizens shareholder may revoke a proxy at any time prior to its exercise by:

submitting a written revocation to the Citizens corporate secretary that is received prior to the meeting;

submitting another proxy by telephone, via the Internet or by mail that is dated later than the original proxy and
that is received prior to the meeting; or

attending the Citizens special meeting and voting in person if your shares of Citizens common stock are
registered in your name rather than in the name of a broker, bank or other nominee.

If your shares of Citizens common stock are held by a broker or bank, you must follow the instructions on the form
you receive from your broker or bank with respect to changing or revoking your proxy.

Voting Electronically or by Telephone

In addition to voting by submitting your proxy card by mail, Citizens shareholders of record and many shareholders
who hold their shares of Citizens common stock through a broker or bank will have the option to submit their proxy
cards or voting instruction cards electronically through the Internet or by telephone. Please note that there are separate
arrangements for using the Internet and telephone depending on whether your shares are registered in Citizens stock
records in your name or in the name of a broker, bank or other holder of record. If you hold your shares through a
broker, bank or other holder of record, you should check your proxy card or voting instruction card forwarded by your
broker, bank or other holder of record to see which options are available.

Citizens shareholders of record may submit their proxies:

through the Internet by visiting a website established for that purpose at www.voteproxy.com and following the
instructions; or

by telephone by calling the toll-free number (800)-PROXIES (776-9437) on a touch-tone phone and following
the recorded instructions.

Solicitation of Proxies

In addition to solicitation by mail, directors, officers and employees of Citizens may solicit proxies for the Citizens
special meeting from Citizens shareholders personally or by telephone and other electronic means. However, they will
not be paid for soliciting such proxies. Citizens also will provide persons, firms, banks and corporations holding
shares in their names or in the names of nominees, which in either case are beneficially owned by others, proxy
material for transmittal to such beneficial owners and will reimburse such record owners for their expenses in taking
such actions. Citizens has also made arrangements with Georgeson, Inc. to assist in soliciting proxies and has agreed
to pay them $9,500 (all of which is payable upon approval of the merger by the Citizens shareholders), plus
reasonable expenses, for these services.
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Citizens and Republic will share equally the expenses incurred in connection with the printing and mailing of this
document.

23

Table of Contents

59



Edgar Filing: REPUBLIC BANCORP INC - Form DEFM14A

Table of Contents

THE SPECIAL MEETING OF REPUBLIC SHAREHOLDERS
General

This document is being furnished to Republic shareholders in connection with the solicitation of proxies by the
Republic board of directors to be used at the special meeting of Republic shareholders to be held on November 30,
2006 at 9:00 a.m., local time, at the Kellogg Hotel and Conference Center, Michigan State University, 55 South
Harrison Road, East Lansing, Michigan 48824, and at any adjournment or postponement of that meeting. This
document and the enclosed form of proxy are being sent to Republic shareholders on or about October 27, 2006.

Record Date and Voting

The Republic board of directors has fixed the close of business on October 13, 2006 as the record date for determining
the holders of shares of Republic common stock entitled to receive notice of and to vote at the Republic special
meeting. Only holders of record of shares of Republic common stock at the close of business on that date will be
entitled to vote at the Republic special meeting and at any adjournment or postponement of that meeting. At the close
of business on the record date, there were 74,632,790 shares of Republic common stock outstanding, held by
approximately 8,350 holders of record.

Each holder of shares of Republic common stock outstanding on the record date will be entitled to one vote for each
share held of record upon each matter properly submitted at the Republic special meeting and at any adjournment or
postponement of that meeting. In order for Republic to satisfy its quorum requirements, the holders of at least a
majority of the total number of outstanding shares of Republic common stock entitled to vote at the meeting must be
present. You will be deemed to be present if you attend the meeting or if you submit a proxy card (including through
the Internet or telephone) that is received at or prior to the meeting (and not revoked as described below).

If your proxy card is properly executed and received by Republic in time to be voted at the Republic special meeting,

the shares represented by your proxy card (including those given through the Internet or by telephone) will be voted in

accordance with the instructions that you mark on your proxy card. If you execute your proxy but do not provide

Republic with any instructions, your shares will be voted FOR the approval and adoption of the merger agreement and
FOR any adjournment or postponement of the Republic special meeting that may be necessary to solicit additional

proxies.

If your shares are held in street name by your broker or bank and you do not provide your broker or bank with
instructions on how to vote your shares, your broker or bank will not be permitted to vote your shares, which will have
the same effect as a vote against the approval and adoption of the merger agreement.

If you are submitting voting instructions for the shares of Republic common stock allocated to your account in the
Republic Tax Deferred Savings Plan (the Savings Plan ), you must properly submit your voting instructions by
5:00 p.m. on November 29, 2006. Participants in the Savings Plan will not be able to vote their plan shares by
attending the special meeting. See  Participants in Savings Plan.

Vote Required
At the Republic special meeting, Republic shareholders will be asked to vote on the proposal to approve and adopt the

merger agreement with Citizens, which requires the affirmative vote of the holders of a majority of the outstanding
shares of Republic common stock.
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As noted above, approval and adoption of the merger agreement requires the affirmative vote of the holders of a
majority of the outstanding shares of Republic common stock. Shares as to which the abstain box is selected on a
proxy card will be counted as present for purposes of determining whether a quorum is present but will have the same
effect as a vote against approval of the proposal. The required vote of Republic shareholders on the merger
agreement is based upon the number of outstanding shares of Republic common stock, and not the number of
shares that are actually voted. Accordingly, the failure to submit a proxy card or to vote in person at the
Republic special meeting or the abstention from voting by Republic shareholders, or the failure of any
Republic shareholder who holds shares in street name through a bank or broker to give voting instructions
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to such bank or broker, will have the same effect as an AGAINST vote with respect to the approval and
adoption of the merger agreement.

Approval of any proposal to adjourn or postpone the meeting, if necessary, for the purpose of soliciting additional
proxies may be obtained by the affirmative vote of the holders of a majority of the shares of Republic common stock
represented at the Republic special meeting, whether or not a quorum is present.

As of the record date:

Republic directors and executive officers and their affiliates owned and were entitled to vote
approximately 3,253,000 shares of Republic common stock, representing approximately 4% of the outstanding
shares of Republic common stock; and

Citizens directors and executive officers and their affiliates owned and were entitled to vote 0 shares of
Republic common stock, or 0% of the outstanding shares of Republic common stock. Citizens owns no shares
of Republic common stock.

We currently expect that Republic s and Citizens directors and executive officers will vote their shares FOR approval
and adoption of the merger agreement, although none of them has entered into any agreement requiring them to do so.

Revocability of Proxies

The presence of a shareholder at the Republic special meeting will not automatically revoke that shareholder s proxy.
However, a shareholder may revoke a proxy at any time prior to its exercise by:

submitting a written revocation to Republic s corporate secretary that is received prior to the meeting;

submitting another proxy by telephone, via the Internet or by mail that is dated later than the original proxy and
that is received prior to the meeting; or

attending the Republic special meeting and voting in person if your shares of Republic common stock are
registered in your name rather than in the name of a broker, bank or other nominee.

If your shares are held by a broker or bank, you must follow the instructions on the form you receive from your broker
or bank with respect to changing or revoking your proxy. If shares of Republic common stock are allocated to your
account under the Savings Plan and you wish to change your voting instructions with respect to such shares, you must
follow the directions for changing voting instructions set forth in the materials delivered to you regarding voting these
shares.

Voting Electronically or by Telephone

In addition to voting by submitting your proxy card by mail, Republic shareholders of record and many shareholders
who hold their shares of Republic common stock through a broker or bank will have the option to submit their proxy
cards or voting instruction cards electronically through the Internet or by telephone. Please note that there are separate
arrangements for using the Internet and telephone depending on whether your shares are registered in Republic s stock
records in your name or in the name of a broker, bank or other holder of record. If you hold your shares through a
broker, bank or other holder of record, you should check your proxy card or voting instruction card forwarded by your
broker, bank or other holder of record to see which options are available.
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Republic shareholders of record may submit their proxies:

through the Internet by visiting a website established for that purpose at www.computershare.com/expressvote
and following the instructions; or

by telephone by calling the toll-free number (800) 652-VOTE (8683) on a touch-tone phone and following the
recorded instructions.

Solicitation of Proxies

In addition to solicitation by mail, directors, officers and employees of Republic may solicit proxies for the Republic
special meeting from Republic shareholders personally or by telephone and other electronic means.
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However, they will not be paid for soliciting such proxies. Republic also will provide persons, firms, banks and
corporations holding shares in their names or in the names of nominees, which in either case are beneficially owned
by others, proxy material for transmittal to such beneficial owners and will reimburse such record owners for their
expenses in taking such actions. Republic has also made arrangements with The Altman Group to assist in soliciting
proxies and has agreed to pay them $6,500, plus reasonable expenses, for these services.

Citizens and Republic will share equally the expenses incurred in connection with the printing and mailing of this
document.

Participants in Savings Plan

If you participate in the Savings Plan, you may vote the number of Republic shares in your account and elect the type
of merger consideration you prefer to receive for such shares. You may vote the number of Republic shares in your
account on the record date by following the instructions that are being provided to Republic shareholders separately.
The trustee will vote your shares in accordance with your duly executed instructions, if you meet the deadline for
submitting your vote. If you do not send instructions, the trustee vote the shares credited to your account as directed
by the administrative committee under the Savings Plan.

You will receive additional information explaining how to submit directions to elect the form of merger consideration
you prefer to receive for the number of Republic shares in your account under the Savings Plan. You should follow
the directions provided in these materials.

The deadlines for submitting your voting or election instructions may be earlier than deadline generally applicable to
Republic shareholders. You will NOT be able to vote your plan shares by attending the special meeting.

THE MERGER
Background of the Merger

The board of directors of each of Citizens and Republic has from time to time engaged with senior management in
reviews of its company s strategic direction. During such reviews, each company s board has considered various
alternatives to enhance its company s performance and prospects in the context of developments in the financial
services industry, the competitive landscape and the ongoing consolidation in financial services. The board of each
company has periodically considered the potential benefits and risks of business combinations with other financial
institutions based on their lines of business, geographic locations and management and employee cultures. These
discussions included preliminary discussions in early 2004 regarding the possibility of a merger of their two
companies, but the parties ultimately determined not to pursue a transaction at that time.

In mid-February 2006, William R. Hartman, Chairman, President and Chief Executive Officer of Citizens, contacted
Dana M. Cluckey, President and Chief Executive Officer of Republic, to indicate his interest in discussing a potential
strategic transaction between Citizens and Republic. Messrs. Hartman and Cluckey scheduled a meeting for March 10,
2006 to discuss the possibility of a merger transaction. On February 23, 2006, at a meeting of the Republic board,
Jerry D. Campbell, Chairman of the Board of Directors, advised the Republic board that Mr. Hartman had contacted
Mr. Cluckey to discuss strategic alternatives and that Mr. Cluckey would keep the board apprised of any further
discussions.

At the March 10th meeting, Messrs. Hartman and Cluckey met to review industry trends, strategic challenges and

developments regarding their respective companies. Mr. Hartman indicated to Mr. Cluckey that he believed that a
merger of Republic and Citizens would create a larger, stronger entity that could benefit from potential synergies and
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operate more effectively in their respective markets. They also began a general discussion regarding the terms of a
potential transaction, including merger consideration that would be comprised of a combination of stock and cash,

with a majority being stock. Mr. Hartman also discussed preliminarily certain senior management matters, including
the potential for Mr. Cluckey to be designated as Mr. Hartman s successor as President and Chief Executive Officer of
the combined company. After the meeting, Mr. Cluckey contacted Mr. Campbell to advise him of what was discussed
at the meeting with Mr. Hartman.

On March 27, 2006, Mr. Hartman and Mr. Cluckey met again and were joined by Mr. Campbell. During this meeting,
Mr. Hartman indicated that Citizens was prepared, subject among other things to its due diligence
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investigation of Republic, to propose merger consideration with an implied exchange ratio of no more than 0.525 of a
share of Citizens common stock for each outstanding share of Republic common stock. Republic s executive officers
requested that Republic have the ability to terminate any proposed merger agreement if the price of Citizens common
stock decreased below a certain level to be agreed upon. Messrs. Hartman, Cluckey and Campbell also discussed the
possible composition of the board of directors of the proposed combined company, including the appointment of

Mr. Campbell as Chairman of the Board, and the potential management roles that senior executives of each company
might assume following a strategic merger. Republic s executive officers emphasized to Mr. Hartman that it was
important to Republic to have involvement in the board and management of the proposed combined company because
Republic shareholders would be acquiring a significant stake in Citizens upon the consummation of a merger
transaction. Messrs. Hartman, Cluckey and Campbell also discussed the possible name and headquarters of the
proposed combined company.

The Citizens board of directors met on April 4, 2006. During the meeting, the board authorized Mr. Hartman to
continue exploratory discussions with Republic regarding a potential strategic transaction. Mr. Hartman then met
again with Messrs. Campbell and Cluckey on April 10, 2006. During this meeting, Messrs. Hartman and Cluckey
further discussed and negotiated the potential merger consideration and further discussed the ability of Republic to
terminate a proposed merger agreement if the Citizens stock price decreased below a certain level. Messrs. Hartman,
Cluckey and Campbell also discussed the cultures of the two companies.

On April 14, 2006, Messrs. Hartman and Cluckey met. They continued their discussion regarding the cultures of the
two companies and their general philosophies with respect to a proposed consolidation.

On April 26, 2006, the Republic board of directors met. Messrs. Campbell and Cluckey provided the board with an
update on the discussions with Mr. Hartman with respect to a potential merger between Republic and Citizens. The
Republic board then authorized Republic management to retain legal counsel and a financial advisor to advise
Republic with respect to a potential transaction with Citizens. Republic subsequently engaged the law firm of
Cadwalader, Wickersham & Taft LLP. Mr. Cluckey contacted Mr. Hartman after the Republic board meeting and
informed him that the board had a positive discussion and authorized management to continue negotiations. On
May 2, 2006, Republic formally engaged Goldman Sachs to assist in the evaluation of the potential transaction as
Republic s financial advisor.

During late April and early May, senior management from each of Citizens and Republic, together with their
respective financial advisors, UBS and Goldman Sachs, and respective legal counsel, Wachtell, Lipton, Rosen & Katz
and Cadwalader, engaged in a series of discussions regarding the potential merger consideration, including the implied
exchange ratio and the relative mix of cash and Citizens common stock, and a termination provision based on the
change in Citizens stock price relative to its pre-announcement market price and relative to an index of certain
designated financial institutions. Also discussed were provisions relating to board composition and senior
management of the combined company. During this period, Messrs. Hartman and Cluckey agreed generally on the
terms of a retention pool for certain Republic and Citizens employees and a new severance plan.

On May 10, 2006, the Republic board of directors met. During the meeting, Goldman Sachs reviewed the proposed
terms for the transaction, assuming an implied exchange ratio of 0.525. The directors discussed the structure of the
proposed transaction, including the election that Republic shareholders would have to receive either cash or Citizens
common stock, or a combination thereof. Given the large percentage of Citizens common stock that Republic
shareholders would be receiving in the proposed transaction, the board discussed the need for certain members of
Republic management to have a significant role in the management of the combined company going forward for the
benefit of the Republic shareholders. After discussion, the Republic board of directors authorized management to
execute a nondisclosure agreement with Citizens and permit Citizens to conduct due diligence with respect to
Republic. The board then discussed the due diligence process and received from Goldman Sachs a presentation
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regarding the potential transaction with Citizens, including pro forma financial information, market performance and
valuation and merger analysis.

Republic and Citizens subsequently executed a confidentiality agreement to provide for the exchange of information
between the two companies and their respective legal and financial advisors, and on May 15, 2006, Messrs. Hartman
Cluckey, Thomas F. Menacher, Chief Financial Officer of Republic, and Charles Christy, Chief Financial Officer of
Citizens, met to discuss and plan the due diligence process. They also discussed the potential
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cost savings that could result from the proposed merger transaction, potential revenue synergies and the respective
cultures of the two companies.

During the last two weeks of May 2006, members of each company s management team and financial advisors
conducted on-site due diligence of each company. In addition to providing documentary diligence, each company s
management made presentations regarding its business to members of the other s management team. Also during this
period, representatives from Wachtell and Cadwalader, working with Citizens and Republic, exchanged drafts of
definitive transaction documentation and began to engage in negotiations regarding the terms of the agreements. Both
Citizens and Republic continued their due diligence during this period.

On May 28, 2006, Mr. Hartman contacted Mr. Cluckey by telephone and indicated that, as a result of due diligence
and on-going analysis of potential cost savings and other financial matters, Citizens could not continue to support the
previously discussed implied exchange ratio of 0.525 shares of Citizens common stock for each Republic share.
Messrs. Hartman and Cluckey met again on May 31, 2006 and June 1, 2006 for further discussions.

On May 30, 2006, the Citizens board of directors met. At the meeting, Mr. Hartman and members of management
provided the directors with an update on the results of due diligence and the negotiations with Republic, including
Citizens views regarding the potential purchase price and the impact on the economics of the potential transaction.

On June 2, 2006, the Republic board of directors met. At the meeting, Mr. Campbell provided the directors with an
update on the status of the negotiations with Citizens. Mr. Cluckey updated the Republic board on conversations that
he had with Mr. Hartman over the prior few days regarding the merger consideration. Thereafter, Messrs. Hartman,
Cluckey, Menacher and Christy met to review again the potential cost savings and revenue synergies that could result
from the proposed merger transaction. Messrs. Hartman and Cluckey then met separately to further negotiate the
merger consideration.

On June 13, 2006, Messrs. Hartman and Cluckey met. Mr. Hartman informed Mr. Cluckey that, subject to continued
negotiation of transaction terms and definitive documentation, he would be prepared to recommend to the Citizens
board that Citizens pay consideration based on an implied exchange ratio of 0.515 of a share of Citizens common
stock for each outstanding share of Republic common stock.

On June 15, 2006, the Republic board of directors met. Representatives from Goldman Sachs and Cadwalader were
also in attendance. Mr. Cluckey updated the directors on the status of the potential merger with Citizens and conveyed
to them the discussions he had with Mr. Hartman regarding the implied exchange ratio. The directors discussed at
length the proposed 0.515 implied exchange ratio. Senior management provided the board with a general overview of
the results of Republic s due diligence of Citizens. During the meeting, the directors also discussed the potential cost
savings that could result from the proposed merger. A representative from Goldman Sachs reviewed the terms of
Citizens proposed implied exchange ratio with the Republic board of directors. After discussion, Republic s board of
directors authorized the executive officers to continue negotiations. At the conclusion of the meeting, Mr. Hartman
arrived and was introduced to Republic s directors.

Also on June 15, 2006, Republic s independent directors met without management or the inside directors in attendance.
During this meeting, the independent directors reviewed the proposed merger transaction and the advice of Republic s
financial advisor and legal counsel. They also discussed the proposed employment arrangements for Republic officers
and the change of control provisions contained in such employment contracts.

On June 16, 2006, Citizens board met. At this meeting, the Citizens board discussed with management and Citizens

financial and legal advisors the proposed transaction and its potential terms, and the potential financial and strategic
impact of the proposed transaction, in greater detail. The board also discussed further the results of due diligence and
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the potential for cost savings and revenue synergies that Citizens might be able to achieve in the transaction, as well as
potential strategic alternatives to the proposed merger with Republic, such as seeking alternative merger partners with
other smaller or larger financial institutions. In addition, the board discussed matters relating to the proposed board of
directors composition and management for the combined company. At the conclusion of this meeting, the board
authorized management to continue to seek a transaction consistent with the terms then under discussion. At the
conclusion of the meeting, Mr. Cluckey arrived and was introduced to Citizens directors.
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Following this meeting, the companies and their advisors continued to engage in discussions and negotiations
concerning the terms of the merger and employment agreements.

On June 26, 2006, the Republic board met to discuss the proposed merger of Republic and Citizens. Mr. Menacher
was also in attendance, as were representatives from Goldman Sachs and Cadwalader. During the meeting, the
executive officers reported the results of Republic s due diligence of Citizens. Goldman Sachs reviewed with the board
of directors the financial terms of the proposed merger, focusing in particular on the calculation of the merger
consideration, and rendered its oral opinion, which was subsequently confirmed in writing, as described under

Opinion of Goldman Sachs Financial Advisor to Republic, that the merger consideration was fair to Republic s
shareholders from a financial point of view. Representatives from Cadwalader discussed generally the proposed
employment agreements for members of senior management and the directors discussed and considered the proposed
employment terms contemplated for such officers. Representatives from Cadwalader also reviewed a detailed
summary of the terms and provisions of the proposed merger agreement and discussed the directors fiduciary duties in
evaluating and approving the merger.

Following these discussions, and review and discussion among the members of the Republic board, including

consideration of the factors described under ~ Republic s Reasons for the Merger; Recommendation of Republic s Board
of Directors, the Republic board of directors determined that the proposed transaction was in the best interests of

Republic and its shareholders, and the directors voted unanimously to approve the merger with Citizens and to submit

the proposed merger agreement and the merger to Republic shareholders for their consideration and approval.

The Citizens board also met on June 26, 2006. During this meeting, the Citizens board of directors discussed and

heard presentations from Citizens management and Citizens outside financial and legal advisors. UBS reviewed with

the Citizens board of directors its financial analysis of the merger consideration and rendered to the Citizens board of
directors an oral opinion, which opinion was confirmed by delivery of a written opinion dated June 26, 2006, as

described under Opinion of UBS Securities LLC  Financial Advisor to Citizens, to the effect that, as of that date and
based on and subject to various assumptions, matters considered and limitations described in the opinion, the merger
consideration was fair, from a financial point of view, to Citizens. Representatives of Wachtell discussed with the

Citizens board of directors the legal standards applicable to its decisions and actions with respect to its consideration

of the proposed transaction and reviewed the legal terms of the proposed merger agreement.

Following these discussions, and review and discussion among the members of the Citizens board, including

consideration of the factors described under Citizens Reasons for the Merger; Recommendation of Citizens Board of
Directors, the Citizens board of directors determined that the proposed transaction was in the best interests of Citizens
and its shareholders, and the directors voted unanimously to approve the merger with Republic.

Following completion of the June 26, 2006 board meetings, the parties finalized the merger agreement and related
documentation. The merger agreement was subsequently executed and delivered and the transaction was announced
before the market opened on the morning of June 27, 2006 in a press release issued jointly by Citizens and Republic.

Republic s Reasons for the Merger; Recommendation of Republic s Board of Directors

At a meeting of Republic s board of directors on June 26, 2006, after due consideration, including consultation with
senior management and financial and legal advisors, Republic s board of directors unanimously determined that the
merger agreement and the terms and conditions of the merger are fair to and in the best interests of Republic and its
shareholders. Republic s board of directors therefore recommends that Republic s shareholders vote FOR the approval
and adoption of the merger agreement.
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In reaching its decision, Republic s board of directors considered a number of factors, including, among other things,
the following:

its belief that combining Republic and Citizens would create a larger and more diversified financial institution
that is both better equipped to respond to economic and industry developments and better positioned to develop

and build on its strong market share in the Midwestern region;
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the complementary fit of the businesses of Republic and Citizens, which management believes will enable the
combined company to deliver improved services to customers, to achieve stronger financial performance and
enhance shareholder value;

its knowledge of the current environment in the financial services industry, including economic conditions and
the interest rate environment, continued consolidation, increased operating costs resulting from regulatory
initiatives and compliance mandates, increasing nationwide and global competition, and current financial
market conditions and the likely effects of these factors on the companies potential growth, development,
productivity and strategic options;

its knowledge of Citizens business, operations, financial condition, earnings and prospects, taking into account
the results of Republic s due diligence review of Citizens;

the financial terms of the merger, including the fact that, based on the right of Republic shareholders to elect to
receive, subject to proration, cash or Citizens common stock, in either case having a value equal to $2.08 plus
0.4378 shares of Citizens common stock (based on the average closing price of Citizens common stock on
Nasdagq for the ten trading days ending on the day before the completion of the merger), the acquisition price as
of June 26, 2006 represented an approximate 31% premium over the closing price of Republic shares on Nasdaq
as of that date and the assessment of management and the Republic board s financial advisor that further
negotiations were unlikely to cause Citizens to increase its valuation of Republic;

the fact that certain Republic executive officers would continue with the combined company after the merger
and certain Republic directors would become directors of the combined company, thereby assuring continuity in
the management and leadership of the combined companys;

the financial analysis presented by Goldman Sachs, as well as the opinion of Goldman Sachs to the effect that,
as of June 26, 2006 and based upon and subject to the factors, assumptions, limitations and other matters set
forth in the opinion, the merger consideration was fair from a financial view to the holders of Republic common
stock;

the operational benefits that may result from the transaction;

the financial benefits that may result from the transaction, including the significant cost savings and revenue
synergies that may be realized;

the possible alternatives to the merger (including the possibility of continuing to operate Republic as an
independent entity and the possibility of seeking a transaction with a party other than Citizens), the range of
potential benefits to Republic s shareholders of the possible alternatives and the timing and likelihood of
accomplishing the goals of such alternatives, and the Republic board of directors assessment that none of such
alternatives were reasonably likely to present superior opportunities for Republic or to create greater value for
its shareholders than the merger, taking into account risks of execution as well as business, competitive,
industry and market risks;

that, under the terms of the merger agreement, Republic can furnish information to, and discuss and negotiate

with, a third party in response to an unsolicited alternative proposal if Republic s board of directors reasonably
determines in good faith that failure to do so would cause it to breach its fiduciary duties;
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its assessment of the likelihood that the merger would be completed in a timely manner and that the
management team of the combined company would be able to successfully integrate and operate the businesses
of the combined company after the merger;

the regulatory and other approvals required in connection with the merger and the likelihood such approvals
would be received in a timely manner and without unacceptable conditions;

the expected treatment of the merger as a reorganization for United States federal income tax purposes;

the fact that any change in the market price of Citizens common stock prior to the completion of the merger will
affect the value of the merger consideration that Republic shareholders will receive upon completion of the
merger;

the conditions to Citizens obligation to complete the merger and the right of Citizens to terminate the merger
agreement in certain circumstances described under The Merger Agreement Termination of the Merger

Agreement;
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that under the terms of the merger agreement, Republic cannot solicit other acquisition proposals and must pay
to Citizens a termination fee of $36 million if the merger agreement is terminated under certain circumstances;

the interests that certain directors and executive officers of Republic may have in the merger, in addition to their
interests as shareholders of Republic generally, as described in The Merger Interests of Republic Executive
Officers and Directors in the Merger; and

that, pursuant to the merger agreement, Republic must generally conduct its business in the ordinary course and
Republic is subject to a variety of other restrictions on the conduct of its business prior to closing of the merger
or termination of the merger agreement, which may delay or prevent Republic from pursuing business
opportunities that may arise or preclude actions that would be advisable if Republic were to remain an
independent company.

The foregoing discussion of the factors considered by the Republic board of directors is not intended to be exhaustive,
but rather includes the material factors considered by the Republic board of directors. In reaching its decision to
approve the merger agreement, the merger and the other transactions contemplated by the merger agreement, the
Republic board of directors did not quantify or assign any relative weights to the factors considered, and individual
directors may have given different weights to different factors. The Republic board of directors considered all these
factors as a whole, including discussions with Republic management and financial and legal advisors, and overall
considered the factors to be favorable to, and to support, its determination.

For the reasons set forth above, the Republic board of directors unanimously determined that the merger, the
merger agreement and the transactions contemplated by the merger agreement are advisable and in the best
interests of Republic and its shareholders, and unanimously approved and adopted the merger agreement. The
Republic board of directors unanimously recommends that the Republic shareholders vote FOR the approval
and adoption of the merger agreement.

Citizens Reasons for the Merger; Recommendation of Citizens Board of Directors

In reaching its decision to approve the merger agreement and recommend that its shareholders approve the issuance of
common stock contemplated by the merger agreement, the Citizens board of directors consulted with Citizens
management, as well as its financial and legal advisors, and considered a number of factors, including:

its knowledge of Citizens business, operations, financial condition, earnings and prospects and of Republic s
business, operations, financial condition, earnings and prospects, taking into account the results of Citizens due
diligence review of Republic;

its knowledge of the current environment in the financial services industry, including national and regional
economic conditions, continued consolidation, evolving trends in technology and increasing nationwide and
global competition, and the likely effect of these factors on Citizens in light of, and in the absence of, the
proposed transaction;

the fact that the combined company will be well-positioned in the consumer and commercial markets in Citizens
and Republic s regional branch banking footprints, which on a pro forma basis, would make Citizens the

45th largest bank holding company in the U.S. by assets;

the enhanced strategic attractiveness of the combined company relative to Citizens as a standalone entity;
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the fact that the complementary nature of the respective customer bases, business products and skills of Citizens
and Republic could result in significant pretax synergies in the merger, including the potential for cost savings,
balance sheet benefits and revenue synergies for the combined company, together with the risks associated with
achieving these synergies;

the potential financial impact of the merger on the combined company, including projected synergies, pro forma
assets, deposits, earnings per share, capital ratios and capital generation;

the sensitivity to fluctuations in interest rates of the asset and liability valuations on Republic s balance sheet in
light of the likely interest rate trends between June 26, 2006 and the completion of the merger;

the proposed board and management arrangements which would provide the combined company with strong
leadership and experienced operating management;
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the anticipated ability to retain key Republic management, including a $10 million retention pool, $7 million of
which was allocated to legacy Republic employees, and entry into employment agreements with certain key
Republic senior executives, which would help assure, but does not guarantee, the continuity of management;

the likelihood of a successful integration of Republic s business, operations and workforce with those of Citizens
and of successful operation of the combined company despite the challenges of such integration;

the financial presentation of UBS, including its opinion, dated June 26, 2006, to Citizens board of directors as to
the fairness, from a financial point of view and as of the date of the opinion, of the merger consideration to be
paid by Citizens, as more fully described below under the caption The Merger Opinion of Citizens Financial
Advisor ;

the likelihood that the regulatory approvals needed to complete the transaction will be obtained;
the historical and current market prices of Citizens common stock and Republic common stock;

the large size of the transaction relative to Citizens market capitalization, that the exchange ratio represented a
premium of approximately 31% based on the ten day average closing price of Citizens common stock and the
closing price of Republic common stock on June 26, 2006, that the merger consideration represented a multiple
of 2.56 to tangible book value and of 14.9 to forward GAAP earnings per share, and that Republic shareholders
would own approximately 44% of the combined company following completion of the merger;

the need to obtain Republic shareholder, Citizens shareholder and regulatory approvals in order to complete the
transaction; and

the fact that the termination fee payable by Citizens could have the effect of discouraging a company from
trying to acquire Citizens on terms that might be attractive to Citizens shareholders prior to completion of the
merger or termination of the merger agreement.

The foregoing discussion of the factors considered by the Citizens board of directors is not intended to be exhaustive,
but rather includes the material factors considered by the Citizens board of directors. In reaching its decision to
approve the merger agreement, the merger and the other transactions contemplated by the merger agreement, the
Citizens board of directors did not quantify or assign any relative weights to the factors considered, and individual
directors may have given different weights to different factors. The Citizens board of directors considered all these
factors as a whole, including discussions with Citizens management and financial and legal advisors, and overall
considered the factors to be favorable to, and to support, its determination.

For the reasons set forth above, the Citizens board of directors unanimously determined that the merger, the
merger agreement and the transactions contemplated by the merger agreement are advisable and in the best
interests of Citizens and its shareholders, and unanimously approved and adopted the merger agreement. The
Citizens board of directors unanimously recommends that the Citizens shareholders vote FOR the approval of
the issuance of common stock as contemplated by the merger agreement.

Opinion of Citizens Financial Advisor
On June 26, 2006, at a meeting of Citizens board of directors held to evaluate the proposed merger, UBS delivered to

Citizens board of directors an oral opinion, confirmed by delivery of a written opinion dated June 26, 2006, to the
effect that, as of that date and based on and subject to various assumptions, procedures followed, matters considered
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and limitations described in its opinion, the merger consideration to be paid by Citizens was fair, from a financial
point of view, to Citizens.

The full text of UBS opinion describes the assumptions made, procedures followed, matters considered and limitations
on the review undertaken by UBS. This opinion is attached as Annex B and is incorporated into this joint proxy
statement/prospectus by reference. UBS opinion is directed only to the fairness, from a financial point of view, to
Citizens of the merger consideration to be paid by Citizens and does not address any other aspect of the

merger. The opinion does not address the relative merits of the merger as compared to other business strategies
or transactions that might be available to Citizens or Citizens underlying business decision to effect the merger.
The opinion does not constitute a recommendation to any shareholder as to how such
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shareholder should vote or act with respect to the merger. Holders of Citizens common stock are encouraged to
read this opinion carefully in its entirety. The summary of UBS opinion described below is qualified in its entirety
by reference to the full text of its opinion.

In arriving at its opinion, UBS:

reviewed publicly available business and financial information relating to Republic and Citizens, including
publicly available financial forecasts and estimates relating to Republic for fiscal year 2006 that were reviewed
and discussed with UBS by the managements of Republic and Citizens and publicly available financial forecasts
and estimates relating to Citizens for fiscal year 2006 that were reviewed and discussed with UBS by Citizens
management;

reviewed internal financial information and other data, including financial forecasts and estimates, relating to
Republic s business and financial prospects that were provided to UBS by Citizens management and not publicly
available;

reviewed internal financial information and other data, including financial forecasts and estimates, relating to
Citizens business and financial prospects that were provided to UBS by Citizens management and not publicly
available;

reviewed estimates of synergies prepared by the management of Citizens that were provided to UBS by Citizens
management and not publicly available;

considered certain pro forma effects of the merger on Citizens financial statements;

conducted discussions with members of the senior managements of Citizens and Republic concerning the
businesses and financial prospects of Republic and Citizens;

reviewed publicly available financial and stock market data with respect to other companies UBS believed to be
generally relevant;

compared the financial terms of the merger with the publicly available financial terms of other transactions UBS
believed to be generally relevant;

reviewed current and historical market prices of Citizens common stock and Republic common stock;
reviewed the merger agreement; and

conducted such other financial studies, analyses and investigations, and considered such other information, as
UBS deemed necessary or appropriate.

In connection with its review, with Citizens consent, UBS did not assume any responsibility for independent
verification of any of the information provided to or reviewed by UBS for the purpose of its opinion and, with

Citizens consent, UBS relied on that information being complete and accurate in all material respects. In addition,
with Citizens consent, UBS did not make any independent evaluation or appraisal of any of the assets or liabilities,
contingent or otherwise, of Citizens or Republic, and was not furnished with any evaluation or appraisal. With respect
to the publicly available financial forecasts and estimates referred to above, UBS was advised by the managements of
Republic and Citizens and UBS assumed, at Citizens direction, that the forecasts and estimates represented reasonable
estimates and judgments as to the future performance of Citizens and Republic for the covered periods. With respect
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to the financial forecasts, estimates, synergies and pro forma effects prepared by Citizens management referred to
above, UBS assumed, at Citizens direction, that they were reasonably prepared on a basis reflecting the best currently
available estimates and judgments of Citizens management as to the future performance of Citizens and Republic for
the covered periods and such synergies and pro forma effects. UBS assumed, with Citizens approval, that the financial
forecasts and estimates, including synergies, referred to above would be achieved at the times and in the amounts
projected. UBS is not an expert in the evaluation of loan or lease portfolios or allowances for losses with respect to
loan or lease portfolios, was not requested to conduct, and did not conduct, a review of individual credit files, and was
advised and therefore assumed that such allowances for Citizens and Republic were, and on a pro forma basis would
be, in the aggregate adequate to cover such losses. UBS also assumed, with Citizens consent, that the merger would
qualify for federal income tax purposes as a reorganization within the meaning of Section 368(a) of the Internal
Revenue Code of 1986, as amended. UBS opinion was necessarily based on economic, monetary, market and other
conditions as in effect on, and information made
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available to UBS as of, the date of its opinion. It should be noted that, although subsequent developments may affect
its opinion, UBS does not have any obligation to update, revise or reaffirm its opinion.

At Citizens direction, UBS was not asked to, and it did not, offer any opinion as to the terms, other than the merger
consideration to the extent expressly specified in UBS opinion, of the merger agreement or the form of the merger.
UBS expressed no opinion as to what the value of Citizens common stock would be when issued in the merger or the
price at which Citizens common stock would trade at any time. In rendering its opinion, UBS assumed, with Citizens
consent, that (i) Citizens and Republic would comply with all material terms of the merger agreement and (ii) the
merger would be consummated in accordance with the terms of the merger agreement without any adverse waiver or
amendment of any material term or condition of the merger agreement. UBS also assumed that all governmental,
regulatory or other consents and approvals necessary for the consummation of the merger would be obtained without
any material adverse effect on Citizens, Republic and/or the merger. Except as described above, Citizens imposed no
other instructions or limitations on UBS with respect to the investigations made or the procedures followed by UBS in
rendering its opinion.

In connection with rendering its opinion to Citizens board of directors, UBS performed a variety of financial and
comparative analyses that are summarized below. The following summary is not a complete description of all analyses
performed and factors considered by UBS in connection with its opinion. The preparation of a financial opinion is a
complex process involving subjective judgments and is not necessarily susceptible to partial analysis or summary
description. With respect to the selected public companies analyses and the selected transactions analysis summarized
below, no company or transaction used as a comparison is either identical or directly comparable to Citizens, Republic
or the merger. These analyses necessarily involve complex considerations and judgments concerning financial and
operating characteristics and other factors that could affect the public trading or acquisition values of the companies
concerned.

UBS believes that its analyses and the summary below must be considered as a whole and that selecting portions of its
analyses and factors or focusing on information presented in tabular format, without considering all analyses and
factors or the narrative description of the analyses, could create a misleading or incomplete view of the processes
underlying UBS analyses and opinion. None of the analyses performed by UBS was assigned greater significance or
reliance by UBS than any other. UBS arrived at its ultimate opinion based on the results of all analyses undertaken by
it and assessed as a whole. UBS did not draw, in isolation, conclusions from or with regard to any one factor or
method of analysis for purposes of its opinion.

The estimates of the future performance of Citizens and Republic provided by Citizens management or derived from
public sources in or underlying UBS analyses are not necessarily indicative of future results or values, which may be
significantly more or less favorable than those estimates. In performing its analyses, UBS considered industry
performance, general business and economic conditions and other matters, many of which are beyond the control of
Citizens and Republic. Estimates of the financial value of companies do not necessarily purport to be appraisals or
reflect the prices at which companies actually may be sold.

The merger consideration was determined through negotiation between Citizens and Republic and the decision to
enter into the merger was solely that of Citizens board of directors. UBS opinion and financial analyses were one of
many factors considered by Citizens board of directors in its evaluation of the merger.

The following is a brief summary of the material financial analyses performed by UBS and reviewed with Citizens
board of directors in connection with its opinion relating to the proposed merger. The financial analyses
summarized below include information presented in tabular format. To fully understand UBS financial
analyses, the tables must be read together with the text of each summary. The tables alone do not constitute a
complete description of the financial analyses. Considering the data below without considering the full
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narrative description of the financial analyses, including the methodologies and assumptions underlying the
analyses, could create a misleading or incomplete view of UBS financial analyses.
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Republic Financial Analyses

Selected Public Companies Analysis

UBS compared selected financial data of Republic with selected financial data of the following seven selected
publicly traded Midwestern banks or thrifts, including Citizens, with market capitalizations of between $500 million
and $1.5 billion:

AMCORE Financial, Inc.
Chemical Financial Corporation
Citizens Banking Corporation
First Financial Bankshares, Inc.
Independent Bank Corporation
Old National Bancorp

Park National Corporation

UBS reviewed, among other things, closing stock prices of the selected companies on June 23, 2006 as multiples of
calendar years 2006 and 2007 estimated earnings per share, commonly referred to as GAAP EPS, and estimated cash
EPS (calculated as GAAP EPS plus annualized latest quarter intangible amortization expense), and book value per
share and tangible book value per share as of March 31, 2006. UBS then compared these multiples derived from the
selected companies with corresponding multiples implied for Republic based both on the closing price of Republic
common stock on June 23, 2006 and the implied per share value of the merger consideration utilizing the average
closing price of Citizens common stock during the 10-trading day period ended June 23, 2006. Financial data for
Republic and the selected companies were based on publicly available research analysts estimates, public filings, other
publicly available information and, in the case of calendar year 2007 estimated GAAP EPS and cash EPS of Republic
and Citizens, internal estimates of Citizens management. This analysis indicated the following implied high, median
and low multiples for the selected companies, as compared to corresponding multiples implied for Republic:

Implied Multiples Implied Multiples
for Selected Companies for Republic
Based on Based on Implied
Closing Value
Stock Price on of Merger

Closing Stock Price as Multiples of: High Median Low 6/23/06 Consideration
EPS
Calendar 2006 GAAP 18.2x 14.9x 11.9x 11.5x 15.4x
Calendar 2006 Cash 17.9x 14.5x 11.5x 11.4x 15.3x
Calendar 2007 GAAP 14.1x 13.7x 11.1x 11.1x 14.9x
Calendar 2007 Cash 13.9x 13.5x 10.7x 11.0x 14.8x
Book Value Per Share 2.38x 1.97x 1.44x 1.90x 2.54x
Tangible Book Value Per Share 3.06x 2.20x 1.67x 1.92x 2.56x
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Selected Transactions Analysis

UBS reviewed purchase prices in the following 16 selected transactions involving U.S. banks or thrifts, including six
transactions involving Midwestern banks or thrifts, with transaction values of between $500 million and $2.5 billion

announced since January 1, 2004:

Acquiror

Banco Bilbao Vizcaya Argentaria, S.A.
Washington Mutual, Inc.

BB&T Corporation

Marshall & Ilsley Corporation

TD Banknorth Inc.

Zions Bancorporation

BNP Paribas

Fifth Third Bancorp

The PNC Financial Services Group, Inc.

Associated Banc-Corp

First Niagara Financial Group, Inc.
BNP Paribas

Sovereign Bancorp, Inc.

National City Corporation
Huntington Bancshares Incorporated
Sovereign Bancorp, Inc.

Target

Texas Regional Bancshares, Inc.
Commercial Capital Bancorp, Inc.

Main Street Banks, Inc.

Gold Banc Corporation, Inc.

Hudson United Bancorp

Amegy Bancorporation, Inc.
Commercial Federal Corporation

First National Bankshares of Florida, Inc.
Riggs National Corporation

First Federal Capital Corp.

Hudson River Bancorp, Inc.
Community First Bankshares, Inc.
Waypoint Financial Corp.

Provident Financial Group, Inc.

Unizan Financial Corp.

Seacoast Financial Services Corporation

UBS reviewed per share purchase prices in the selected transactions as multiples of the target companies one-year
forward and two-year forward GAAP EPS and book value per share and tangible book value per share as of the most
recent completed accounting period prior to public announcement of the relevant transaction. UBS also reviewed the
premiums paid in the selected transactions over the closing stock price of the target companies five-trading days prior
to public announcement of the relevant transaction and premiums paid in the selected transactions over tangible book
value as a percentage of core deposits as of the most recent completed accounting period prior to public announcement
of the relevant transaction. UBS then compared these multiples and premiums derived from the selected transactions
with the implied multiples of calendar years 2006 and 2007 estimated GAAP EPS and implied premiums over the
closing price of Republic common stock on June 23, 2006 and over tangible book value as a percentage of core
deposits as of March 31, 2006 for Republic based on the implied per share value of the merger consideration utilizing
the average closing price of Citizens common stock during the 10-trading day period ended June 23, 2006. Multiples
for the selected transactions were based on publicly available information at the time of announcement of the relevant
transaction. Financial data for Republic were based on publicly available financial forecasts, public filings and other
publicly available information and, in the case of calendar year 2007 estimated GAAP EPS, internal estimates of
Citizens management. This analysis indicated the following implied high, median and low multiples for the selected
transactions, as compared to corresponding multiples implied for Republic:

Implied
Implied Multiples and Multiples and
Premiums for
Premiums for Selected Republic
Transactions Based on Merger
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Per Share Purchase Price as Multiples of:

GAAP EPS

One-Year Forward

Two-Year Forward

Book Value Per Share

Tangible Book Value Per Share

Premium to Closing Stock Price Five-Trading Days Prior to
Public Announcement

Premium over Tangible Book Value as Percentage of Core
Deposits

36

High

27.8x
24.5x
3.61x
5.36x

47.5%

43.3%

Median

19.9x
16.9x
2.21x
3.04x

17.3%

23.9%

Low

12.3x
10.0x
1.26x
1.92x

2.2)%

10.8%

Consideration

15.4x
14.9x
2.54x
2.56x

30.1%

29.6%
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This analysis also indicated the following implied high, median and low multiples for the six following transactions
involving Midwestern companies included in the selected transactions referred to above: (i) BNP Paribas/Community
First Bankshares, Inc.; (ii) Marshall & Ilsley Corporation/Gold Banc Corporation, Inc.; (iii) National City
Corporation/Provident Financial Group, Inc.; (iv) Huntington Bancshares Incorporated/Unizan Financial Corp.;

(v) BNP Paribas/Commercial Federal Corporation; and (vi) Associated Banc-Corp./First Federal Capital Corp.), as
compared to corresponding multiples implied for Republic:

Implied
Implied Multiples and Multiples and
Premiums for
Premiums for Selected Republic
Transactions Based on Merger
Per Share Purchase Price as Multiples of: High Median Low Consideration
GAAP EPS
One-Year Forward 22.4x 17.3x 15.5x 15.4x
Two-Year Forward 20.6x 15.3x 14.1x 14.9x
Book Value 3.29x 2.16x 1.70x 2.54x
Tangible Book Value 4.31x 2.97x 2.19x 2.56x
Premium to Closing Stock Price Five-Trading Days Prior to
Public Announcement 36.0% 22.1% 11.9% 30.1%
Premium over Tangible Book Value as Percentage of Core
Deposits 24.1% 20.8% 12.7% 29.6%

Discounted Cash Flow Analysis

UBS performed a discounted cash flow analysis of Republic to calculate the estimated present value of the standalone
cash flows that Republic could generate over calendar years 2007 through 2012, both before and after giving effect to
potential cost savings and other adjustments anticipated by Citizens management to result from the proposed merger.
Estimated financial data for Republic were based on internal estimates of Citizens management. UBS calculated a
range of terminal values by applying forward cash net income terminal value multiples of 14.0x to 16.0x to Republic s
calendar year 2012 estimated cash net income. The cash flows and terminal values were then discounted to present
value using discount rates ranging from 11.5% to 13.5%. This analysis indicated the following implied per share
equity reference range for Republic, as compared to the implied per share value of the merger consideration utilizing
the average closing price of Citizens common stock during the 10-trading day period ended June 23, 2006:

Implied per Share Equity

Reference Range for Republic Implied per Share
Without Cost Savings With Cost Savings Value of Merger Consideration
$11.78 $14.14 $1291 $15.72 $13.86

Citizens Financial Analyses

Selected Public Companies Analysis
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UBS compared selected financial data of Citizens with selected financial data of the following seven selected publicly

traded Midwestern banks or thrifts, including Republic, with market capitalizations of between $500 million and
$3.0 billion:

AMCORE Financial, Inc.
Chemical Financial Corporation
FirstMerit Corporation

Old National Bancorp

Park National Corporation
Republic

Sky Financial Group, Inc.
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UBS reviewed, among other things, closing stock prices of the selected companies on June 23, 2006 as multiples of
calendar years 2006 and 2007 estimated GAAP EPS and estimated cash EPS, and book value per share and tangible
book value per share as of March 31, 2006. UBS then compared these multiples derived from the selected companies
with corresponding multiples implied for Citizens based on the closing price of Citizens common stock on June 23,
2006. Financial data for Citizens and the selected companies were based on publicly available research analysts
estimates, public filings, other publicly available information and, in the case of calendar year 2007 estimated
GAAP EPS and cash EPS of Citizens and Republic, internal estimates of Citizens management. This analysis
indicated the following implied high, median and low multiples for the selected companies, as compared to
corresponding multiples implied for Citizens:

Implied
Multiples
for Citizens
Implied Multiples Based
for Selected Companies on Closing Stock
Closing Stock Price as Multiples of: High Median Low Price on 6/23/06
EPS
Calendar 2006 GAAP 15.8x 13.9x 11.5x 13.4x
Calendar 2006 Cash 15.8x 13.7x 11.4x 13.1x
Calendar 2007 GAAP 14.0x 13.0x 11.1x 12.9x
Calendar 2007 Cash 13.8x 12.8x 10.8x 12.6x
Book Value 2.42x 1.92x 1.44x 1.74x
Tangible Book Value 2.77x 2.35x 1.67x 1.93x

Discounted Cash Flow Analysis

UBS performed a discounted cash flow analysis of Citizens to calculate the estimated present value of the standalone
cash flows that Citizens could generate over calendar years 2007 through 2012. Estimated financial data for Citizens
were based on internal estimates of Citizens management. UBS calculated a range of terminal values by applying
forward cash net income terminal value multiples of 14.0x to 16.0x to Citizens calendar year 2012 estimated cash net
income. The cash flows and terminal values were then discounted to present value using discount rates ranging from
11.5% to 13.5%. This analysis indicated the following implied per share equity reference range for Citizens, as
compared to the closing price of Citizens common stock on June 23, 2006:

Implied per Share Equity Closing Price of Citizens
Reference Range for Citizens Common Stock on June 23, 2006
$25.03  $29.96 $26.47

Pro Forma Financial Analyses

Discounted Cash Flow Analysis

UBS performed a discounted cash flow analysis of the combined company to calculate the estimated present value of
the cash flows that Citizens and Republic could generate on a combined basis over calendar years 2007 through 2012
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after giving effect to potential cost savings and other adjustments anticipated by Citizens management to result from
the proposed merger. Estimated financial data for Citizens and Republic were based on internal estimates of Citizens
management. UBS calculated a range of terminal values by applying forward cash net income terminal value
multiples of 14.0x to 16.0x to calendar year 2012 estimated cash net income of Citizens and Republic on a combined
basis. The cash flows and terminal values were then discounted to present value using discount rates ranging from
11.5% to 13.5%. This analysis indicated the following implied per share pro forma equity reference range, as
compared to the closing price of Citizens common stock on June 23, 2006:

Implied per Share Closing Price of Citizens
Pro Forma Equity Reference Range Common Stock on June 23, 2006
$25.79 $31.20 $26.47
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Accretion/Dilution Analysis

UBS analyzed the potential pro forma effect of the merger on Citizens calendar year 2007 estimated GAAP EPS and
cash EPS assuming 70% and 100% of the potential cost savings anticipated by Citizens management to result from the
proposed merger were realized and after giving effect to other merger-related adjustments provided to UBS by

Citizens management. Estimated financial data for Citizens and Republic were based on internal estimates of Citizens
management. Based on the merger consideration, this analysis indicated that the merger could be accretive to Citizens
calendar year 2007 estimated GAAP EPS and cash EPS under each of the potential cost savings assumptions

reviewed. Actual results may vary from projected results and the variations may be material.

Miscellaneous

Under the terms of UBS engagement, Citizens has agreed to pay UBS customary fees for its financial advisory
services in connection with the merger, a portion of which was payable upon public announcement of the execution of
the merger agreement and a significant portion of which is contingent upon consummation of the merger. UBS or its
affiliates may also provide financing for a portion of the cash consideration to be paid by Citizens in connection with
the merger. In the ordinary course of business, UBS, its successors and affiliates may hold or trade, for their own
accounts and the accounts of their customers, securities of Citizens and/or Republic and, accordingly, may at any time
hold a long or short position in such securities.

Citizens selected UBS as its financial advisor in connection with the merger because UBS is an internationally
recognized investment banking firm with substantial experience in similar transactions. UBS is continually engaged in
the valuation of businesses and their securities in connection with mergers and acquisitions, leveraged buyouts,
negotiated underwritings, competitive bids, secondary distributions of listed and unlisted securities and private
placements.

Opinion of Republic s Financial Advisor

Goldman Sachs, financial advisor to Republic, delivered its oral opinion to the Republic board of directors,
subsequently confirmed in writing, that, as of June 26, 2006 and based upon and subject to the considerations
described in its opinion and other matters as Goldman Sachs considered relevant, the merger consideration to be
received by holders of shares of Republic common stock, taken in the aggregate, pursuant to the merger agreement
was fair from a financial point of view to such holders.

The full text of the written opinion of Goldman Sachs, dated June 26, 2006, which sets forth, among other things, the
assumptions made, procedures followed, matters considered and limitations on the review undertaken by Goldman
Sachs in connection with the opinion, is attached hereto as Annex C. Goldman Sachs provided its opinion for the
information and assistance of the Republic board of directors in connection with its consideration of the transaction.
The Goldman Sachs opinion is not a recommendation as to how any stockholder should vote or make any election
with respect to the merger or the consideration to be received pursuant thereto.

In connection with rendering its opinion and performing its related financial analyses, Goldman Sachs reviewed,
among other things:

the merger agreement;

annual reports to shareholders and annual reports on Form 10-K of Republic and Citizens for the five fiscal
years ended December 31, 2005;
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certain interim reports to shareholders and quarterly reports on Form 10-Q of Republic and Citizens;
certain other communications from Republic and Citizens to their respective shareholders; and

certain internal financial analyses and forecasts for Republic prepared by the management of Republic and
certain internal financial analyses and forecasts for Citizens prepared by the management of Citizens, as
reviewed and approved by the management of Republic, including cost savings and operating synergies

projected by the managements of Republic and Citizens to result from the merger.
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Goldman Sachs also held discussions with members of the senior managements of Republic and Citizens regarding
their assessment of the strategic rationale for, and the potential benefits of, the merger and the past and current
business operations, financial condition and future prospects of Republic and Citizens.

In addition, Goldman Sachs:

reviewed the reported price and trading activity for the shares of Republic common stock and the shares of
Citizens common stock;

compared certain financial and stock market information for Republic and Citizens with similar information for
certain other selected companies, the securities of which are publicly traded;

reviewed the financial terms of certain recent business combinations in the banking industry specifically and in
other industries generally; and

performed other studies and analyses, and considered other factors, as Goldman Sachs considered appropriate.

Goldman Sachs relied upon the accuracy and completeness of all of the financial, accounting, legal, tax and other
information discussed with or reviewed by it and assumed the accuracy and completeness of this information for
purposes of rendering its opinion. In that regard, Goldman Sachs assumed, with the consent of the Republic board of
directors, that the forecasts prepared by each of Republic s and Citizens managements, including the estimates of
synergies expected to result from the merger, were reasonably prepared on a basis reflecting the best currently
available estimates and judgments of Republic and Citizens. Goldman Sachs is not an expert in the evaluation of loan
and lease portfolios for purposes of assessing the adequacy of the allowances for losses with respect to such portfolios
and, accordingly, Goldman Sachs assumed that the allowances for losses are in the aggregate adequate to cover those
losses. In addition, Goldman Sachs did not review individual credit files nor did it make an independent evaluation or
appraisal of the assets and liabilities (including any contingent, derivative or off-balance-sheet assets and liabilities) of
Republic or Citizens or any of their respective subsidiaries, and Goldman Sachs was not furnished with any such
evaluation or appraisal. Goldman Sachs also assumed that all governmental, regulatory or other consents and
approvals necessary for the completion of the merger would be obtained without any adverse effect on Republic or
Citizens or on the expected benefits of the merger in any way meaningful to its analysis.

Goldman Sachs opinion was necessarily based on economic, monetary, market and other conditions as in effect on,
and the information made available to it as of, the date of its opinion. Goldman Sachs opinion did not address the
underlying business decision of Republic to engage in the merger. In addition, Goldman Sachs did not express any
opinion as to the prices at which shares of Citizens common stock will trade at any time.

The following is a summary of the material financial analyses presented by Goldman Sachs to the board of directors
of Republic in connection with providing its opinion to the Republic board of directors. The following summary,
however, does not purport to be a complete description of the financial analyses performed by Goldman Sachs, nor
does the order of analyses described represent relative importance or weight given to the analyses performed by
Goldman Sachs. Some of the summaries of the financial analyses include information presented in tabular format. The
tables must be read together with the full text of each summary and alone are not a complete description of Goldman
Sachs financial analyses. Except as otherwise noted, the following quantitative information, to the extent that it is
based on market data, is based on market data as it existed on or before June 21, 2006, and is not necessarily
indicative of current market conditions.

Historical Market Performance Analysis
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Goldman Sachs reviewed and compared the historical daily trading prices of Republic common stock, Citizens
common stock and a composite index of Midwestern Peers composed of First Midwest Bancorp, Inc., Park National
Corporation, UMB Financial Corporation, Old National Bancorp, MB Financial, Inc., Flagstar Bancorp, Inc.,
AMCORE Financial, Inc., First Financial Bancorp. and Irwin Financial Corporation for the five, three and one-year
periods to June 21, 2006. The analysis indicated that for each of the periods presented, Republic common stock and
Citizens common stock generally underperformed the Midwestern Peers index.

40

Table of Contents 93



Edgar Filing: REPUBLIC BANCORP INC - Form DEFM14A

Table of Contents

Selected Companies Analysis

Goldman Sachs reviewed and compared certain financial information for Republic and Citizens to corresponding
financial information, ratios and public market multiples for the following (a) publicly traded corporations in the
banking industry based in the midwestern part of the U.S. (Midwestern Peers) and (b) large capitalization publicly
traded corporations in the banking industry (Super Regional/Large Cap Group):

Midwestern Peers Super-Regional/Large Cap Group
First Midwest Bancorp, Inc. Wells Fargo & Company
UMB Financial Corporation Wachovia Corporation

Park National Corporation U.S. Bancorp
Old National Bancorp National City Bank
MB Financial, Inc. Fifth Third Bancorp
AMCORE Financial, Inc. KeyCorp
First Financial Bancorp Huntington Bancshares Incorporated

Although none of the selected companies is directly comparable to Republic or Citizens, the companies included were
chosen because they are publicly traded companies with operations that for purposes of analysis may be considered
similar to certain operations of Republic and Citizens.

Goldman Sachs calculated and compared various financial multiples and ratios based on publicly available financial
data as of March 31, 2006, information it obtained from SEC filings, Thomson Financial and SNL Financial and
I/B/E/S estimates. Thomson Financial is a provider of financial products and information solutions to the global
financial services industry, including brokers, financial planners and corporate executives. SNL Financial is a
recognized data service that collects, standardizes and disseminates relevant corporate, financial, market and merger
and acquisition data for companies in the industries it covers. I/B/E/S is a database owned and operated by Thomson
Financial that contains estimated and actual earnings, cash flows, dividends, sales, and pre-tax income data for
companies in the United States, Europe, Asia and emerging markets. The multiples and ratios of Republic and
Citizens were calculated using the closing prices of Republic common stock and Citizens common stock on June 21,
2006. The multiples and ratios for each of the selected companies were similarly based on the closing prices of the
common stock of such companies as of June 21, 2006 and publicly available financial data as of March 31, 2006.
With respect to the selected companies, Goldman Sachs calculated:

price as a percentage of the selected company s 52-week high;
the multiple of price to 2006 and 2007 I/B/E/S median estimated earnings per share;
I/B/E/S estimated 5-year EPS growth rate;

the ratio of price to 2007 I/B/E/S median estimated earnings, as a multiple of I/B/E/S median estimated 5-year
EPS growth rate;

the multiple of price to stated and tangible book value per share; and
dividend yield.

The following table presents the results of this analysis:
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Company

Republic

Citizens

Midwestern Peers

Median

Super-Regional/ Large Cap
Group

Median

% of 52-
Week
High

77.1%
84.0%

84.6%

92.6%

2006E

11.9x
13.7x

15.3x

12.3x

P/E

2007E

11.2x
12.9x

13.9x

11.5x

41

I/B/E/S

Growth

7.0%
9.0%

7.0%

10.0%

2007E
P/E
to

Price/Book Dividend

Growth Book

1.6x
1.4x

2.0x

1.2x

2.0x
1.8x

2.0x

1.9x

Tangible Yield

2.0x 4.1%
2.0x 4.3%
2.6x 3.0%
2.9x 4.1%
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Historical Exchange Ratio Analysis

Goldman Sachs reviewed the implied historical exchange ratios determined by dividing the closing price per share of

Republic by the closing price per share of Citizens common stock over the five-year period from June 21, 2001

through June 21, 2006. In addition, Goldman Sachs calculated the average of these historical daily exchange ratios for

the five-year period ended June 21, 2006 and as of June 21, 2006. The following table presents the results of the
analysis.

Exchange Ratio
Five-Year Average 0.37x
High 0.47x
Low 0.25x
As of June 21, 2006 0.40x

Discounted Cash Flow Analysis

Goldman Sachs performed a discounted cash flow analysis with respect to each of Republic and Citizens using
I/B/E/S median earnings estimates for 2006 and 2007 and earnings growth rate estimates for each company of 8%
thereafter through 2012. In performing its analysis, Goldman Sachs assumed each entity continued to operate as a
stand-alone entity and applied terminal multiples ranging from 10.0x to 14.0x for Republic and 11.5x to 15.5x for
Citizens and discount rates ranging from 9.6% to 13.6% for Republic and 8.9% to 12.9% for Citizens.

This analysis resulted in a range of illustrative per share value indications as presented below:
Ilustrative per Share
Value Indications

Republic $ 10.69-$16.26
Citizens $ 26.08-$39.34
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Contribution and Implied Exchange Ratio Analysis

Goldman Sachs also analyzed the relative contribution of each of Republic and Citizens to certain balance sheet and
income statement items of the combined entity. In addition, Goldman Sachs calculated an implied exchange ratio
based on certain of such relative contributions and calculated the implied percentage premium that such an exchange
ratio would represent over the market price of Republic common stock at June 21, 2006. The results of Goldman

Sachs analysis are set forth in the following table:

Relative Contribution

Citizens Republic Exchange Ratio
Earnings
2005A 53.7% 46.3% 0.49x
2006E (I/B/E/S) 55.4 44.6 0.46
2007E (I/B/E/S) 55.2 44.8 0.46
LTM Income Statement
Net Interest Income 64.6% 35.4% 0.31x
Non-Interest Income 71.0 29.0 0.23
Non-Interest Expense 72.6 27.4 NM
Balance Sheet (as of
March 31, 2006)
Assets 55.1% 44.9% 0.46x
Deposits 64.2 35.8 0.32
Common Equity 61.6 38.4 0.35
Tangible Common Equity 59.3 40.7 0.39
Market Data (at June 21,
2006)
Market Capitalization 58.8% 41.2% 0.40x

High/Low Range 0.23x - 0.49x
Median 0.39
Mean 0.39

Selected Transactions Analysis

Implied
Market Premium

22.8%
15.0
15.6

21.9)%
(41.8)
NM

16.2%
(20.4)
(11.0)

2.1)

(41.8)% - 22.8%
2.1)
3.1

Goldman Sachs analyzed certain information relating to the following transactions in the banking and thrift industries
located in the Midwest since January 1, 2000 with transaction values between $200 million and $2 billion.

BNP Paribas Group/ Commercial Federal Corp.
BNP Paribas Group/ Community First Bankshares
Marshall & Ilsley Corp./ Gold Banc Corp. Inc.
Associated Banc-Corp/ First Federal Capital Corp.
Huntington Bancshares Inc./ Unizan Financial Corp.

Marshall & Ilsley Corp./ Mississippi Valley Bancshares
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National City Corp./ Allegiant Bancorp Inc.

Wells Fargo & Company/ First Commerce Bancshares Inc.
BB&T Corp./ AREA Bancshares Corp.

MB Financial, Inc./ First Oak Brook Bancshares

BB&T Corp./ Mid-America Bancorp

Sky Financial Group Inc./ Waterfield Mortgage Co.
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Sky Financial Group Inc./ Second Bancorp Inc.
First Midwest Bancorp Inc./ Bank Calumet Inc.
Park National Corp./ Security Banc Corp.
Associated Banc-Corp/ State Financial Services Corp.
Wells Fargo & Company/ Brenton Banks Inc.
MAF Bancorp Inc./ St. Francis Capital Corp.
Marshall & Ilsley Corp./ National City Bancorp.
Fifth Third Bancorp/ Capital Holdings Inc.
Charter One Financial/ Alliance Bancorp

BMO Financial Group/ New Lenox Holding Co.
Bank of Montreal/ First National Bancorp Inc.

The following table compares information derived by Goldman Sachs with respect to the median implied value
received by stockholders in the second-named merger partner (target) for these transactions.

Republic/ Selected
Citizens Transactions

Premium to Market
Relative to 10-day trading average prior to June 21, 2006 29.5% 25.2%(1)
Relative to market price as of June 21, 2006 30.0% 25.2%(1)
Price/Earnings
Price/2006 I/B/E/S estimates 15.5x 15.5x
Price/2007 I/B/E/S estimates 14.5x N/A
Price/Book Value
Price/Stated Book Value 2.6x 2.3x
Price/Tangible Book Value 2.6x 2.5x
Core Deposit Premium 29.5% 19.1%

(1) Based on market price of target common stock 6-days prior to transaction announcement.

The preparation of a fairness opinion is a complex process and is not necessarily susceptible to partial analysis or
summary description. Selecting portions of the analyses or of the summary described above, without considering the
analyses as a whole, could create an incomplete view of the processes underlying Goldman Sachs analyses and
opinion. In arriving at its fairness determination, Goldman Sachs considered the results of all the analyses and did not
attribute any particular weight to any factor or analysis considered by it; rather, Goldman Sachs made its
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determination as to fairness on the basis of its experience and professional judgment after considering the results of all
the analyses. No company or transaction used in the above analyses as a comparison is directly comparable to
Republic, Citizens or the contemplated transaction.

Goldman Sachs prepared these analyses for purposes of providing an opinion to the Republic board of directors as to
the fairness, from a financial point of view, of the consideration to be received by holders of shares of Republic
common stock, taken in the aggregate, pursuant to the merger agreement. These analyses do not purport to be
appraisals nor do they necessarily reflect the prices at which businesses or securities actually may be sold. Analyses
based upon forecasts of future results are not necessarily indicative of actual future results, which may be significantly
more or less favorable than suggested by these analyses. Because these analyses are inherently subject to uncertainty
and are based upon numerous factors or events beyond the control of the parties or their respective advisors, none of
Republic, Citizens, Goldman Sachs or any other person assumes responsibility if future results are materially different
from those forecast.
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As described above, the opinion of Goldman Sachs to the Republic board of directors was one of many factors taken
into consideration by the Republic board in making its determination to approve the merger agreement. The foregoing
summary does not purport to be a complete description of the analyses performed by Goldman Sachs in connection
with the fairness opinion.

Goldman Sachs and its affiliates, as part of their investment banking business, are continually engaged in performing
financial analyses with respect to businesses and their securities in connection with mergers and acquisitions,
negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted securities, private
placements and other transactions as well as for estate, corporate and other purposes. Goldman Sachs has acted as
financial advisor to Republic in connection with, and has participated in certain of the negotiations leading to, the
merger.

Goldman Sachs is a full-service securities firm engaged, either directly or through its affiliates, in securities trading,
investment management, financial planning and benefits counseling, risk management, hedging, financing and
brokerage activities for both companies and individuals. In the ordinary course of these activities, Goldman Sachs and
its affiliates may provide these services to Republic, Citizens and their respective affiliates, may actively trade the
debt and equity securities (or related derivative securities) of Republic and Citizens for their own account and for the
accounts of their customers and may at any time hold long and short positions in such securities.

Republic selected Goldman Sachs as its financial advisor because Goldman Sachs is an internationally recognized
investment banking firm that has substantial experience in transactions similar to the merger. Pursuant to a letter
agreement, dated May 2, 2006, Republic engaged Goldman Sachs to act as its financial advisor in connection with a
potential transaction with Citizens. Pursuant to the letter agreement, Goldman Sachs will be paid customary fees in
connection with the transaction, and Republic has agreed to reimburse Goldman Sachs for its expenses and to
indemnify Goldman Sachs against certain liabilities, including certain liabilities under the federal securities laws.

Interests of Citizens and Republic s Executive Officers and Directors in the Merger

Some of the members of Citizens and Republic s management, including Mr. Hartman who is also a director of
Citizens, and Messrs. Campbell and Cluckey who are also directors of Republic, have interests in the merger, which
are described below, that are in addition to, or different from, the interests of Citizens and Republic stockholders
generally. The Citizens and Republic boards of directors were aware of these interests and considered them, among
other matters, in approving the merger agreement and the transactions contemplated by the merger agreement.

Amended and Restated Employment Agreement with William R. Hartman

In connection with the execution of the merger agreement, Citizens entered into an employment agreement with
William R. Hartman, Citizens Chairman, President and Chief Executive Officer, with a term commencing upon
completion of the merger and ending on December 31, 2012. Upon completion of the merger, the agreement will
supersede Mr. Hartman s existing employment agreement with Citizens. Under the agreement, Mr. Hartman will serve
as the Chief Executive Officer ( CEO ) of Citizens from the effective date of the merger until December 31, 2010 and
as Executive Chairman of Citizens from January 1, 2011 to December 31, 2012. Mr. Hartman will also continue as a
member of the Citizens board of directors and will serve as the Chairman of the board beginning on the first
anniversary of the completion of the merger. While serving as CEO, Mr. Hartman will receive an annual base salary

of at least $740,000, will have a target annual bonus of no less than 75% of his annual base salary and will receive
annual equity incentive awards on terms and conditions no less favorable than those provided to other senior
executives of Citizens. In addition, equity incentive awards granted to Mr. Hartman prior to December 31, 2010 will
vest no later than December 31, 2010. While serving as Executive Chairman, Mr. Hartman s annual base salary, which
will be no less than 50% of his final annual base salary while serving as CEO, annual bonus and annual equity
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incentive awards will be determined by Citizens compensation committee in its sole discretion. In addition, the
agreement amends Mr. Hartman s supplemental retirement agreement with Citizens to provide for a normal retirement

age of 62.5 instead of 65, to permit him to elect the form of his retirement benefit, including a lump sum option and to
provide that, in the event he dies while employed by Citizens, his spouse
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will be entitled to his benefit determined as if he had retired as of the date of death. Mr. Hartman will be entitled to
employee benefits, fringe benefits and perquisites on a basis no less favorable than those provided to other senior
executives of Citizens, which will include tax grossed-up club fees and dues. Mr. Hartman and his spouse will also be
eligible participate in Citizens group healthcare programs for retirees at their expense. Mr. Hartman s existing change
in control and indemnification agreements will remain in effect, although he has waived his rights under the change in
control agreement in connection with the merger.

In the event that, during the term, Mr. Hartman s employment is terminated by Citizens without cause or by

Mr. Hartman for good reason (each, as defined in the agreement), he will receive a lump sum payment consisting of
accrued amounts, including a pro-rata target bonus for the year of termination, and an amount equal to the sum of his
base salary and target bonus, multiplied by the greater of three and the number of days remaining until December 31,
2010, divided by 365. In addition, all of his equity compensation awards will vest and generally remain exercisable for
their full term and Mr. Hartman and his eligible dependents will be entitled to continued welfare benefits for the
three-year period following the date of termination. The agreement also entitles Mr. Hartman to an excise tax gross up
in respect of any payments and benefits received in connection with a change in control of Citizens that exceed the
limit under Section 280G of the Internal Revenue Code and contains certain restrictive covenants, including
non-solicitation and non-competition restrictions during the employment period and for two years after termination of
his employment for any reason.

Retention Agreements with Certain Executive Officers

In connection with the merger, Citizens has entered into retention agreements with four of its executive officers, Roy
A. Eon, Randall J. Peterson, John D. Schwab and Clinton A. Sampson. Pursuant to these retention agreements, Messrs
Eon, Peterson, Schwab and Sampson would be entitled to lump sum retention bonuses of $200,000, $150,000,
$150,000 and $150,000 following December 31, 2008, provided that they remain an active employee of Citizens
through December 31, 2008 and their job performance continues at an acceptable level consistent with their past
performance. Mr. Eon would also be entitled to full vesting of any restricted shares of Citizens common stock that he
owns as of December 31, 2008. Pursuant to these retention agreements, the executive officers have agreed that the
merger with Republic will not constitute a change in control under their existing change in control agreements with
Citizens.

Existing Citizens Change in Control Agreements

Citizens has entered into change in control agreements that contain change in control severance provisions with 12
executive officers, including Mr. Hartman, who is a director of Citizens. Under these agreements, if, during the three
month period prior to, or the 24-month period following, a change in control, the employment of a covered executive
is terminated involuntarily by Citizens (other than for cause) or by the covered executive due to a constructive
termination (as described in the agreements), the covered executive will be entitled to receive a lump sum payment
equal to a multiple times the sum of the executive s base salary and the greater of the executive s anticipated bonus for
the year of termination or the highest bonus paid to the executive in the last three full calendar years of employment
(the multiple is three for 9 of the executive officers (including Mr. Hartman and Citizens other named executive
officers), two for two of the executive officers and one for one of the executive officers). The covered executive will
also be entitled to continued medical, dental and life insurance coverage for a period of 36, 24 or 12 months (which
corresponds to the severance multiple noted above), transfer of club membership, full vesting of stock options and
restricted stock awards and payment of up to $20,000 (or 10% of the executive s annual base salary if less) for
outplacement services. Each change in control agreement entitles the covered executive to an excise tax gross up in
respect of any payments and benefits received in connection with a change in control of Citizens that exceed the limit
under Section 280G of the Internal Revenue Code. The covered executives are subject to a standard ongoing
confidentiality obligation and non-competition restrictions for 24 months (12 months for the one executive officer
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whose severance multiple is one) after termination of their employment for any reason. The merger will be a change in
control for purposes of these agreements. Assuming the merger is completed on December 29, 2006 and each covered
executive experiences a qualifying termination immediately after completion of the merger, the aggregate amount of
cash severance (based upon current base salaries and the most recent bonus amounts) that would be payable to the
executive officers (other than Messrs. Hartman, Eon, Peterson, Schwab and
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Sampson who have waived their rights under their existing change in control agreements) under the existing change in
control agreements will be approximately $4,740,342 in the aggregate, less applicable withholding.

Citizens Equity-Based Awards

Under the terms of Citizens existing equity compensation plans and underlying award agreements, the merger
constitutes a change in control of Citizens and, as a result, stock options and restricted shares granted to the executive
officers and non-employee directors prior to the date on which the merger agreement was entered into will become
fully vested and free of restrictions in connection with the completion of the merger. The aggregate number of stock
options to acquire Citizens common stock held by the 16 executive officers that will vest as a result of the merger is
zero and the aggregate number of shares of Citizens restricted stock held by the 16 executive officers that will vest and
become free of restrictions as a result of the merger is 46,036. The aggregate number of stock options to acquire
Citizens common stock held by the non-employee directors of Citizens that will vest as a result of the merger is zero
and the aggregate number of shares of Citizens restricted stock held by the 9 non-employee directors of Citizens that
will vest and become free of restrictions as a result of the merger is 3,726.

New Employment Agreement between Citizens and Dana M. Cluckey

In connection with the execution of the merger agreement, Citizens entered into an employment agreement with

Mr. Cluckey, with a term commencing upon completion of the merger and ending on December 31, 2011, subject to
annual renewal thereafter. From and after the effective date of merger, the agreement will supersede Mr. Cluckey s
existing change in control severance agreement with Republic. Mr. Cluckey will serve as President and Chief
Operating Officer ( COO ) of Citizens from the effective date of the merger until December 31, 2010 and as President
and CEO of Citizens from January 1, 2011 to December 31, 2011. Mr. Cluckey will also be a member of the Citizens
board of directors. While serving as President and COO, Mr. Cluckey will receive annual base salary at a rate of at
least 90% of Mr. Hartman s annual base salary, but in no event less than $667,000, will have a target bonus of not less
than 90% of Mr. Hartman s target bonus and will receive annual equity incentive awards with a value of no less than
90% of those awarded to Mr. Hartman. While serving as President and CEO, Mr. Cluckey s annual base salary and
annual bonus, which will be no less than those in effect as of December 31, 2010, and annual equity incentive awards
will be determined by Citizens compensation committee. Mr. Cluckey will be entitled to employee benefits, fringe
benefits and perquisites on a basis no less favorable than those provided to other senior executives of Citizens, which
will include tax grossed-up club fees and dues. Following the completion of the merger, subject to his execution and
non-revocation of a release of claims against Republic, Mr. Cluckey will be paid $5,118,240 less applicable
withholding, which is the cash severance (the amount described in clause (i) under  Existing Republic Change in
Control Severance Agreements ) that is payable upon a qualifying termination (assuming the merger is completed on
December 29, 2006) under his existing change in control severance agreement with Republic. Consistent with the
terms of his prior agreement with Republic, Mr. Cluckey is entitled to an excise tax gross up in respect of any
payments and benefits received in connection with a change in control that exceed the limit under Section 280G of the
Internal Revenue Code. Citizens will enter into a change in control agreement with Mr. Cluckey to be effective
following completion of the merger.

In the event that, during the term, Mr. Cluckey s employment is terminated by Citizens without cause or by

Mr. Cluckey for good reason (each, as defined in the agreement), Mr. Cluckey will be paid a lump sum cash payment
equal to the sum of (1) accrued amounts, including a pro-rata target bonus for the year of termination and (2) three
times the sum of his base salary and target bonus. In addition, upon such a termination (1) equity compensation

awards will vest and generally remain exercisable for their full term, (2) Mr. Cluckey and his eligible dependents will
be entitled to continued health and welfare benefits for the three-year period following the date of termination and

(3) Mr. Cluckey s club membership will be transferred to him.
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The agreement also entitles Mr. Cluckey to an excise tax gross up in respect of any payments and benefits received in
connection with a change in control of Citizens that exceed the limit under Section 280G of the Internal Revenue
Code. Mr. Cluckey and Citizens are subject to a mutual post-employment non-disparagement covenant and

Mr. Cluckey is subject to a standard ongoing confidentiality obligation and non-solicitation and non-competition
restrictions during the employment period and for two years after termination of his employment for any reason.
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New Employment Agreement between Citizens and Jerry D. Campbell

In connection with the execution of the merger agreement, Citizens entered into an employment agreement with Jerry
D. Campbell, Chairman of Republic s board, with a four-year term that commences upon completion of the merger
and, from and after the effective date of the merger, supersedes his existing change in control severance agreement
with Republic. During the term, Mr. Campbell will serve as an employee of Citizens, member of Citizens board of
directors, the non-executive Chairman of the Citizens board of directors for the first year of the term and, if he
chooses, Chairman of the board of directors of Citizens Bank Wealth Management, N.A. throughout the term. During
the term, Mr. Campbell will receive an annual base salary of $250,000 and will be entitled to a $125,000 bonus during
the first fiscal year of the term and a discretionary bonus of up to $125,000 for each subsequent fiscal year during the
remainder of the term. In return for his board services, Mr. Campbell will receive fees (including equity incentive
awards), in accordance with Citizens policies for non-employee directors as in effect from time to time, a $10,000
retainer fee during the year he serves as non-executive Chairman of the Citizens board of directors, and an additional
retainer fee of $5,000 for each year, if any, he serves as Chairman of the board of directors of Citizens Bank Wealth
Management, N.A. During the term, Mr. Campbell will be eligible to participate in Citizens employee benefit plans
and may continue to participate in Citizens group health care plan following termination of his employment on the
same terms available to other eligible retirees. During the four-year period following completion of the merger,

Mr. Campbell will continue to have use of an office in Ann Arbor, Michigan and will be provided with an
administrative assistant.

Following the completion of the merger and subject to his execution and non-revocation of a release of claims against
Republic, Mr. Campbell will be paid $1,776,274 less applicable withholding, which is the cash severance that is
payable upon a qualifying termination (assuming the merger is completed on December 29, 2006) under his existing
change in control severance agreement and, if the employment term is terminated prior to the third anniversary of the
completion of the merger, Mr. Campbell will be provided the benefits due upon a qualifying termination under his
existing employment agreement. Consistent with the terms of his prior agreement with Republic, Mr. Campbell is
entitled to an excise tax gross up in respect of any payments and benefits received in connection with a change in
control that exceed the limit under Section 280G of the Internal Revenue Code.

In the event that, following completion of the merger and during the term Mr. Campbell s new employment agreement,
his employment is terminated by Citizens without cause or due to his death or disability, Mr. Campbell (or his estate)
will receive a lump sum payment equal to the annual salary that he would otherwise have received during the term.
Citizens and Mr. Campbell are subject to a mutual post-employment non-disparagement covenant and Mr. Campbell

is subject to a standard ongoing confidentiality obligation and to a one-year post-employment non-solicitation
restriction and a non-competition restriction for at least one year following the merger.

Employment Letters between Citizens and Each of Thomas F. Menacher and Debra A. Hanses

In connection with the execution of the merger agreement, Citizens entered into employment letters with Thomas F.
Menacher and Debra A. Hanses, each of which will be effective upon completion of the merger and, from and after
the effective date of the merger, supersedes their existing agreements with Republic. Mr. Menacher will serve as an
Executive Vice President of Citizens and as merger integration manager in connection with the merger and
Ms. Hanses will serve as an Executive Vice President of Citizens. Under their respective letters, Mr. Menacher and
Ms. Hanses will receive annual base salaries of $250,000 and $225,000, respectively, and will be eligible for an
annual bonus based on target bonuses of 50% and 35% of their annual base salaries, respectively. Mr. Menacher is
entitled to receive a retention bonus of $100,000 on the one-year anniversary of the merger, subject to his continued
employment with Citizens through that date, and following the completion of the merger, Mr. Menacher will be paid
$2,139,864 less applicable withholding, which is the cash severance (the amount described in clause (i) under
Existing Republic Change in Control Severance Agreements ) that is payable upon a qualifying termination (assuming
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the merger is completed on December 29, 2006) under his existing change in control severance agreement with
Republic. If Mr. Menacher experiences a qualifying termination of employment during the two-year period following
the completion of the merger, he will be entitled to the other severance benefits under his existing change in control
severance agreement (other than any equity-based benefits). Consistent with the terms of his prior agreement with
Republic, Mr. Menacher is entitled to an excise tax gross up in respect of any payments and benefits received in
connection with the merger that exceed the limit under Section 280G of the Internal Revenue Code. Ms. Hanses is
also entitled to receive additional bonuses of up to $70,000 during each year of her employment with Citizens based
on certain achievements relating to working conditions at Citizens. Upon completion of the
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merger, Ms. Hanses will also receive a restricted stock award valued at $125,000 which will vest on the third
anniversary of the grant date and a $125,000 cash bonus that is subject to repayment in the event that she is fired for

cause or resigns in the one-year period after the merger. Mr. Menacher and Ms. Hanses will each also enter into
change in control agreements with Citizens to be effective following completion of the merger.

Existing Republic Change in Control Severance Agreements

Republic has previously entered into change in control severance agreements with Messrs. Campbell, Cluckey,
Eckhold, and Menacher that would be triggered upon consummation of the merger. Under these agreements, if, during
the six-month period prior to, or the two-year period following, a change in control of Republic, an executive officer s
employment is terminated by Republic without cause (as defined in the agreement) or by the executive officer with

good reason (as defined in the agreement), the executive officer would be entitled to the following payments and
benefits: (i) a lump sum severance payment equal to three times (two times in the case of Messrs. Eckhold and
Menacher) the sum of the executive s base salary and average bonus paid to the executive in the three years preceding
the year of termination; (ii) a pro-rata bonus for the year of termination, with a bonus component of no less than the
average bonus paid to the executive in the three years preceding the year of termination; (iii) three years (two years in
the case of Messrs. Eckhold and Menacher) continued health and welfare benefits; (iv) full vesting of all unvested
401(k) contributions under the Republic Tax Deferred Savings Plan or payment of an amount equal to any such
unvested amounts that are forfeited under the plan by reason of such termination; (v) an amount equal to three years
(two years in the case of Messrs. Eckhold and Menacher) of Republic contributions under the Republic Tax Deferred
Savings Plan; (vi) the cost of outplacement services of up to $50,000 for each of Mr. Cluckey and Mr. Menacher; and
(vii) an amount equal to the product of (1) the excess of the amount which is the greater of: (x) the average of the high
bid price and low ask price of Republic common stock at the close of trading on the termination date, and (y) the
highest per share price for Republic common stock actually paid in connection with any change in control of
Republic, and (2) the full number of unvested shares of restricted stock and unvested and un-exercisable stock options
then held by the executive, reduced by amounts the executive would have been required to pay in exercising options,
which unvested and un-exercisable stock options and unvested shares of restricted stock shall be cancelled upon
making such payment. Each agreement also entitles the executive to an excise tax gross up in respect of any payments
and benefits received in connection with a change in control that exceed the limit imposed by Section 280G of the
Internal Revenue Code. The executives are subject to non-competition restrictions for one year after termination of
their employment for any reason. Assuming the merger is completed on December 29, 2006 and Mr. Eckhold
experiences a qualifying termination immediately after completion of the merger (assuming the merger is completed
on December 29, 2006), the amount of cash severance that would be payable to him under his existing change in
control severance agreement will be approximately $3,005,847 less applicable withholding. As described above,
Messrs. Cluckey, Campbell and Menacher, will be paid out severance under their existing agreements with Republic
pursuant to their new employment arrangements with Citizens.

Republic Equity-Based Awards

Pursuant to actions taken by Republic in connection with the merger agreement and consistent with the terms of
outstanding Republic equity award agreements and restricted shares granted to the executive officers prior to the date
on which the merger agreement was entered into will become fully vested and free of restrictions in connection with
the completion of the merger. The aggregate number of shares of Republic restricted stock held by the five executive
officers that will vest and become free of restrictions as a result of the merger is 335,203. The merger will not cause
the accelerated vesting of any stock options, stock warrants or restricted stock held by Republic s non-employee
directors.

Citizens Board of Directors after the Merger
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Upon completion of the merger, Citizens will cause its board of directors to consist of sixteen directors, nine of whom
will be current directors of Citizens or their nominees and seven of whom will be current Republic directors or their
nominees. Messrs. Hartman, Campbell and Cluckey will be among the surviving corporation s directors. At the
Citizens 2008 annual shareholders meeting, eight Citizens-designated directors and six Republic-designated
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directors will be elected, and at the Citizens 2009 annual shareholders meeting the board, seven Citizens-designated
directors and five Republic-designated directors will be nominated. The board arrangements are described under The
Merger Agreement Board of Directors of the Surviving Corporation; Bylaw Amendment.

Listing of Common Stock on Nasdaq
Listing of Citizens Common Stock

It is a condition to the merger that the shares of Citizens common stock issuable in connection with the merger be
authorized for quotation on The Nasdaq Global Select Market subject to official notice of issuance.

Delisting of Republic Common Stock

If the merger is completed, Republic common stock will be delisted from The Nasdaq Global Select Market and
deregistered under the Exchange Act.

Dissenters Rights

Under Michigan law, a holder of shares of stock that is designated as a national market system security on an
interdealer quotation system by the national association of securities dealers may not dissent from a merger in which a
shareholder receives cash or shares which are also designated as a national market system security on an interdealer
quotation system by the national association of securities dealers. Republic shareholders are not entitled to appraisal
rights in connection with the merger because Republic shares and Citizens shares are so designated on Nasdagq.

ACCOUNTING TREATMENT

The merger will be accounted for using the purchase method of accounting with Citizens treated as the acquiror.
Under this method of accounting, Republic s assets and liabilities will be recorded by Citizens at their respective fair
values as of the closing date of the merger. Financial statements of Citizens issued after the merger will reflect such
values and will not be restated retroactively to reflect the historical financial position or results of operations of
Republic.

REGULATORY APPROVALS

Citizens and Republic have agreed to use their reasonable best efforts to obtain all regulatory approvals required to
complete the transactions contemplated by the merger agreement. These approvals include approval from the Federal
Reserve Board. Citizens and Republic have completed, or will complete, the filing of all applications and notices
required in order to complete the merger.

Federal Reserve Board

The merger is subject to prior approval by the Federal Reserve Board under Section 3 of the Bank Holding Company
Act of 1956, as amended, which we refer to as the BHCA. The BHCA prohibits the Federal Reserve Board from
approving a merger under Section 3 of the BHCA if (1) it would result in a monopoly or be in furtherance of any
combination or conspiracy to monopolize or to attempt to monopolize the business of banking in any part of the
United States or (2) its effect in any section of the country would be substantially to lessen competition or to tend to
create a monopoly, or if it would in any other respect result in a restraint of trade, unless the Federal Reserve Board
finds that the anti-competitive effects of the merger are clearly outweighed by the probable effect of the transaction in
meeting the convenience and needs of the communities to be served.

Table of Contents 111



Edgar Filing: REPUBLIC BANCORP INC - Form DEFM14A

Section 3 of the BHCA requires the Federal Reserve Board, when considering transactions such as the merger, to
consider the financial and managerial resources of Citizens and Republic and their depository institution subsidiaries,
the effect of the merger on the convenience and needs of the communities to be served, and the institutions
effectiveness in combating money laundering activities. As part of its consideration of these factors, we expect that the
Federal Reserve Board will consider the regulatory status of Citizens Bank, F&M Bank Iowa and
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Republic Bank, including legal and regulatory compliance and the adequacy of the capital levels of the parties and the
resulting institution.

Under the Community Reinvestment Act of 1977, as amended, the Federal Reserve Board will take into account the
records of performance of the insured depository institution subsidiaries of Citizens and Republic in meeting the credit
needs of the communities served by such institutions, including low and moderate income neighborhoods. Each of the
depository institution subsidiaries of Citizens and Republic has received either an outstanding or a satisfactory rating
in its most recent Community Reinvestment Act performance evaluation from its federal regulator.

The Federal Reserve Board will furnish notice and a copy of the application for approval of the merger to the Office
of the Comptroller of the Currency, which we refer to as the OCC, and the Federal Deposit Insurance Corporation,
which we refer to as the FDIC. The OCC and the FDIC have 30 days to submit their views and recommendations to
the Federal Reserve Board. The Federal Reserve Board is required to hold a public hearing in the event it receives a
written recommendation of disapproval of the application from the OCC or FDIC within this 30-day period. A copy of
the application is also provided to the United States Department of Justice, or DOJ, which will review the merger for
adverse effects on competition. Furthermore, applicable federal law provides for the publication of notice and
opportunity for public comment on the application. The Federal Reserve Board frequently receives comments and
protests from community groups and others and mays, in its discretion, choose to hold public hearings or a meeting on
the application. Any hearing or meeting or comments provided by third parties could prolong the period during which
the application is under review by the Federal Reserve Board.

The merger may not be completed until the 30th day after the Federal Reserve Board has approved the transaction,
which may be reduced to 15 days by the Federal Reserve Board with the concurrence of the Attorney General of the
United States. The commencement of an antitrust action by the DOJ would stay the effectiveness of the Federal
Reserve Board s approval unless a court specifically orders otherwise.

Other Notices and Approvals

Notifications and/or applications requesting approval must be submitted to various state banking and other regulatory
authorities in connection with the change in control of Republic s bank subsidiary.

We cannot assure you that all of the regulatory approvals described above will be obtained and, if obtained, we cannot
assure you as to the timing of such approvals, our ability to obtain the approvals on satisfactory terms or the absence
of litigation challenging such approvals. We also cannot assure you that the Department of Justice will not attempt to
challenge the transaction on antitrust grounds or for other reasons and, if such a challenge is made, we cannot assure
you as to its result. The parties obligation to complete the merger is conditioned upon the receipt of all required
regulatory approvals. See The Merger Agreement Conditions to Complete the Merger.

We are not aware of any material governmental approvals or actions that are required for completion of the merger
other than those described above. It is presently contemplated that if any such additional governmental approvals or
actions are required, those approvals or actions will be sought. There can be no assurance, however, that any
additional approvals or actions will be obtained.

MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER

The following section describes the anticipated material U.S. federal income tax consequences of the merger to

U.S. holders (as defined below) of Republic common stock. This discussion addresses only those holders that hold
their Republic common stock as a capital asset within the meaning of Section 1221 of the Internal Revenue Code, as
amended in 1986 (the Code ), and does not address all the U.S. federal income tax consequences that may be relevant
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to particular holders in light of their individual circumstances or to holders that are subject to special rules, such as
financial institutions, mutual funds, insurance companies, partnerships or other pass-through entities (and persons
holding Republic common stock through a partnership or other pass-through entity), tax-exempt organizations,
brokers or dealers in securities or currencies, persons whose functional currency is not the U.S. dollar, traders in
securities that elect to use a mark to market method of accounting, expatriates or former long-term residents of the
United States, persons that hold Republic common stock as part of a straddle, hedge, constructive
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sale, or conversion or other risk-reduction transaction and U.S. holders who acquired their shares of Republic common
stock through the exercise of an employee stock option or otherwise as compensation.

The following is based upon the Code, its legislative history, Treasury regulations promulgated under the Code and
published rulings and decisions, all as currently in effect as of the date of this document, and all of which are subject
to change, possibly with retroactive effect, and to differing interpretations. Tax considerations under state, local and
foreign laws, or federal laws other than those pertaining to income tax, are not addressed in this discussion.

Holders of Republic common stock are strongly urged to consult with their own tax advisors as to the tax
consequences of the merger in their particular circumstances, including the applicability and effect of the
alternative minimum tax and any state, local or foreign and other tax laws and of changes in those laws.

For purposes of this discussion, the term U.S. holder means a beneficial owner of Republic common stock that is for
U.S. federal income tax purposes:

a U.S. citizen or resident;

a corporation, or entity taxable as a corporation, created or organized in or under the laws of the United States,
any state thereof or the District of Columbia;

an estate the income of which is subject to United States federal income tax regardless of its source; or

a trust if either (a) it is subject to the primary supervision of a court within the United States and one or more
U.S. persons have the authority to control all substantial decisions of the trust or (b) it has a valid election in
effect under applicable Treasury regulations to be treated as a U.S. person.

Tax Consequences of the Merger Generally

Citizens and Republic have structured the merger to qualify as a reorganization within the meaning of Section 368(a)
of the Code. It is a condition to Citizens obligation to complete the merger that Citizens receive an opinion of its
counsel, Wachtell, Lipton, Rosen & Katz, dated the closing date of the merger, substantially to the effect that the
merger will be treated as a reorganization within the meaning of Section 368(a) of the Code. It is a condition to
Republic s obligation to complete the merger that Republic receive an opinion of its counsel, Cadwalader,
Wickersham & Taft LLP, dated the closing date of the merger, substantially to the effect that the merger will be
treated as a reorganization within the meaning of Section 368(a) of the Code. These opinions are based on facts,
representation and assumptions set forth in the opinion and the representations set forth in certificates to be received
from Citizens and Republic. None of the tax opinions given in connection with the merger or the opinions described
below will be binding on the Internal Revenue Service, and neither Citizens nor Republic intends to request any ruling
from the Internal Revenue Service as to the U.S. federal income tax consequences of the merger.

Consequently, no assurance can be given that the Internal Revenue Service will not assert, or that a court would not
sustain, a position contrary to any of those set forth below. In addition, if any of the facts, representations or
assumptions upon which those opinions are based is inconsistent with the actual facts, the U.S. federal income tax
consequences of the merger could be adversely affected. It is assumed for purposes of the remainder of the discussion
that the merger will qualify as a reorganization within the meaning of the Code. Based on this assumption, the
following material U.S. federal income tax consequences will result from the merger:

for a U.S. holder who exchanges all of its shares of Republic common stock solely for shares of Citizens
common stock in the merger, no gain or loss will be recognized, except with respect to cash received instead of
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a fractional share of Citizens common stock (see discussion below under Cash Received Instead of a Fractional
Share of Citizens Common Stock );

for a U.S. holder who exchanges all of its shares of Republic common stock solely for cash in the merger,
capital gain or loss equal to the difference between the amount of cash received and its tax basis in the Republic
common stock generally will be recognized; and
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for a U.S. holder who exchanges its shares of Republic common stock for a combination of Citizens common
stock and cash (other than cash received instead of a fractional share), gain (but not loss) will be recognized,
and the gain recognized will be equal to the lesser of:

the excess, if any, of:

the sum of the cash and the fair market value of the Citizens common stock the U.S. holder received in the
merger, over

the tax basis in the shares of Republic common stock surrendered by the U.S. holder in the merger, or
the amount of cash received;

any capital gain or loss generally will be long-term capital gain or loss if the U.S. holder held the shares of
Republic common stock for more than one year at the time the merger is completed. Long-term capital gain of
an individual generally is subject to a maximum U.S. federal income tax rate of 15%. The deductibility of
capital losses is subject to limitations. In some cases, such as if the U.S. holder actually or constructively owns
Citizens common stock immediately before the merger, such gain could be treated as having the effect of the
distribution of a dividend, under the tests set forth in Section 302 of the Code, in which case such gain would be
treated as ordinary dividend income. These rules are complex and dependent upon the specific factual
circumstances particular to each U.S. holder. Consequently, each U.S. holder that may be subject to those rules
should consult its tax advisor as to the application of these rules to the particular facts relevant to such

U.S. holder; and

no gain or loss will be recognized by Citizens or Republic in the merger.
Tax Basis and Holding Period

A U.S. holder s aggregate tax basis in the Citizens common stock received in the merger, including any fractional
share interests deemed received by the U.S. holder under the treatment described below, will equal its aggregate tax
basis in the Republic common stock surrendered in the merger, increased by the amount of taxable gain or dividend
income, if any, recognized in the merger (excluding any gain resulting from the deemed receipt and redemption of a
fractional share interest as described below), and decreased by the amount of cash, if any, received in the merger
(excluding any cash received instead of a fractional share interest). The holding period for the shares of Citizens
common stock received in the merger generally will include the holding period for the shares of Republic common
stock exchanged therefor. For a U.S. holder who acquired different blocks of Republic common stock at different
times and at different prices, realized gain or loss generally must be calculated separately for each identifiable block of
shares exchanged in the merger, and a loss realized on the exchange of one block of shares cannot be used to offset a
gain realized on the exchange of another block of shares. If a U.S. holder has differing bases or holding periods in
respect of shares of Republic common stock, the U.S. holder should consult its tax advisor prior to the exchange with
regard to identifying the bases or holding periods of the particular shares of Citizens common stock received in the
merger.

Cash Received Instead of a Fractional Share of Citizens Common Stock
A U.S. holder who receives cash instead of a fractional share of Citizens common stock will be treated as having

received the fractional share of Citizens common stock pursuant to the merger and then as having exchanged the
fractional share of Citizens common stock for cash in a redemption by Citizens. In general, this deemed redemption
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will be treated as a sale or exchange, provided the redemption is not essentially equivalent to a dividend. The
determination of whether a redemption is essentially equivalent to a dividend depends upon whether and to what

extent the redemption reduces the U.S. holder s deemed percentage stock ownership of Citizens. While this
determination is based on each U.S. holder s particular facts and circumstances, the Internal Revenue Service has ruled
that a redemption is not essentially equivalent to a dividend and will therefore result in sale or exchange treatment in
the case of a shareholder of a publicly held company whose relative stock interest is minimal and who exercises no
control over corporate affairs if the redemption results in any actual reduction in the stock interest of the shareholder.
As a result, the redemption of a fractional share of Citizens common stock is generally treated as a sale or exchange
and not as a dividend, and a U.S. holder generally will recognize capital gain or loss equal to the
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difference between the amount of cash received and the basis in its fractional share of Citizens common stock as set
forth above. This capital gain or loss generally will be long-term capital gain or loss if, as of the effective date of the
merger, the holding period for the shares is greater than one year. The deductibility of capital losses is subject to
limitations.

Information Reporting and Backup Withholding

Cash payments received in the merger by a U.S. holder may, under certain circumstances, be subject to information
reporting and backup withholding at a rate of 28% of the cash payable to the holder, unless the holder provides proof
of an applicable exemption or furnishes its taxpayer identification number, and otherwise complies with all applicable
requirements of the backup withholding rules. Any amounts withheld from payments to a holder under the backup
withholding rules are not additional tax and will be allowed as a refund or credit against the U.S. holder s U.S. federal
income tax liability, provided the required information is timely furnished to the Internal Revenue Service.

Reporting Requirements

A U.S. holder who receives Citizens common stock as a result of the merger will be required to retain records
pertaining to the merger and will be required to file with its United States federal income tax returns for the year in
which the merger takes place a statement setting forth certain facts relating to the merger.

THE MERGER AGREEMENT

The following is a summary of the material provisions of the merger agreement. This summary is qualified in its
entirety by reference to the merger agreement, a copy of which is attached as Annex A to this document and is
incorporated into this document by reference. You should read the merger agreement in its entirety, as it is the legal
document governing this merger.

The Merger

Each of the Citizens board of directors and the Republic board of directors has unanimously approved the merger
agreement, which provides for the merger of Republic with and into Citizens. Citizens will be the surviving
corporation in the merger. Each share of Citizens common stock issued and outstanding at the effective time of the
merger will remain issued and outstanding as one share of common stock of Citizens, and each share of Republic
common stock issued and outstanding at the effective time of the merger will be converted into either cash or Citizens
common stock, as described below. See Consideration To Be Received in the Merger.

The Citizens articles of incorporation will be the articles of incorporation, and the Citizens bylaws, as amended to
include the bylaw provision described below under =~ Board of Directors of the Surviving Corporation; Bylaw
Amendment, will be the bylaws, of the combined company after the completion of the merger.

Effective Time and Completion of the Merger

The completion of the merger is expected to take place within five business days after the satisfaction or waiver of all
the conditions to closing. However, if such date would occur during the calendar month preceding any fiscal- or
year-end, then Citizens may delay the closing until a date in the first full week of the immediately following month.
We currently expect that the merger will be completed in the fourth quarter of 2006, subject to Citizens and Republic

shareholders approval of the proposals described herein, as applicable, the receipt of all necessary regulatory
approvals and the expiration of all regulatory waiting periods prior to such date. However, completion of the merger

Table of Contents 119



Edgar Filing: REPUBLIC BANCORP INC - Form DEFM14A

could be delayed if there is a delay in obtaining the required regulatory approvals or in satisfying any other conditions
to the merger. There can be no assurances as to whether, or when, Citizens and Republic will obtain the required
approvals or complete the merger.
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Board of Directors of the Surviving Corporation; Bylaw Amendment

Upon completion of the merger, Citizens will cause its board of directors to consist of sixteen directors, nine of whom
will be current directors of Citizens or their nominees ( Citizens Directors ) and seven of whom will be current
Republic directors or their nominees ( Republic Directors ). Mr. Hartman will be one of the Citizens Directors, and
Messrs. Campbell and Cluckey will be among the Republic Directors. Following Citizens 2008 annual shareholders
meeting and until the 2009 annual shareholders meeting, the board will consist of eight Citizens Directors and six
Republic Directors. Following Citizens 2009 annual shareholders meeting and until the 2010 annual shareholders
meeting, the board will consist of seven Citizens Directors and five Republic Directors. The resignations of Citizens
Directors will be chosen by majority vote of the Citizens Directors, and the resignations of Republic Directors will be
chosen by majority vote of the Republic Directors. However, none of Messrs. Hartman, Campbell or Cluckey will be
required to resign. All vacancies on the board created by the cessation of service of a Citizens Director shall be filled
by a nominee proposed to the Corporate Governance and Nominating Committee by a majority of the remaining
Citizens Directors, and all vacancies on the board created by the cessation of service of a Republic Director shall be
filled by a nominee proposed to the Corporate Governance and Nominating Committee by a majority of the remaining
Republic Directors. Citizens will adopt a new Article III Section 14 of its bylaws providing for the foregoing terms,
which bylaw cannot be amended before Citizens 2010 annual shareholders meeting without the approval of 75% of
the board.

Mr. Campbell will be appointed the Chairman of the Board of Citizens and will serve as such until the first
anniversary of the completion of the merger, after which time Mr. Hartman will be appointed the Chairman of the
Board to serve as such until December 31, 2012.

On or prior to the completion of the merger, Citizens will cause each committee of the board to be composed of
Citizens Directors and Republic Directors in the same approximate ratio as the membership of Citizens Directors and
Republic Directors on the board. One Republic Director and three Citizens Directors designated by the board will
serve as the chairman of the Risk Management Committee, the Compensation and Human Resources Committee, the
Corporate Governance and Nominating Committee and the Audit Committee of Citizens.

In addition, effective as of the completion of the merger, the board of Directors of Citizens Bank Wealth Management,
N.A., which will be renamed Citizens Bank Wealth Management, N.A., will consist of fourteen directors, including
eight Citizens Directors and six Republic Directors designated by the Citizens board, including Mr. Campbell. In
addition, pursuant to his employment agreement with Citizens, Mr. Campbell may elect, at his discretion, to serve as
chairman until the fourth anniversary of the completion of the merger.

Consideration To Be Received in the Merger

As a result of the merger, each Republic shareholder will have the right, with respect to each share of Republic
common stock held, to elect to receive merger consideration consisting of either cash or shares of Citizens common
stock, subject to adjustment as described below. The aggregate value of the merger consideration will fluctuate with
the market price of Citizens common stock and will be determined based on the average closing price of Citizens
common stock on Nasdaq for the ten trading days ending on the day before the completion of the merger.

Whether a Republic shareholder makes a cash election or a stock election, the value of the consideration that such
shareholder will receive as of the completion date will be substantially the same based on the average Citizens closing
price used to calculate the merger consideration. A chart showing the cash and stock merger consideration at various
assumed average closing prices of Citizens common stock is provided on page 2 of this document.
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Republic shareholders must return their properly completed and signed form of election to the exchange agent prior to
the election deadline. If you are a Republic shareholder and you do not return your form of election by the election
deadline or improperly complete or do not sign your form of election, you will receive cash, shares of Citizens
common stock or a mixture of cash and shares of Citizens common stock, based on what is available after giving
effect to the valid elections made by other shareholders, as well as the adjustment described below.

If you are a Republic shareholder, you may specify different elections with respect to different shares held by you (for
example, if you have 100 shares, you could make a cash election with respect to 50 shares and a stock election with

respect to the other 50 shares).
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Cash Election

The merger agreement provides that each Republic shareholder who makes a valid cash election will have the right to
receive, in exchange for each share of Republic common stock held by such holder, an amount in cash equal to the Per
Share Amount (determined as described below). We sometimes refer to this cash amount as the cash consideration.
Based on the average closing price of Citizens common stock for the ten trading days ending October 25, 2006, if the
merger had been completed on October 26, 2006, the cash consideration would have been approximately $13.56. The
aggregate amount of cash that Citizens has agreed to pay to all Republic shareholders in the merger is fixed at
$154,850,330. As a result, even if a Republic shareholder makes a cash election, that holder may nevertheless receive
a prorated mix of cash and stock if Republic shareholders as a whole elect to receive cash consideration in an
aggregate amount greater than such fixed sum.

The Per Share Amount is the amount, rounded to two decimal places, obtained by adding (A) $2.08 and (B) the
product, rounded to two decimal places, of 0.4378 times the Citizens Closing Price.

The Citizens Closing Price is the average, rounded to three decimal places, closing sale price of Citizens common
stock on Nasdaq for the ten trading days ending the day before completion of the merger.

Stock Election

The merger agreement provides that each Republic shareholder who makes a valid stock election will have the right to
receive, in exchange for each share of Republic common stock held, a fraction of a share of Citizens common stock
equal to the Exchange Ratio (determined as described below). We sometimes refer to such fraction of a share of
Citizens common stock as the stock consideration. Based on the average of the closing prices of Citizens common
stock for the ten trading days ended October 25, 2006, if the merger had been completed on October 26, 2006, the
stock consideration would have been 0.5170 of a share of Citizens common stock. The total number of shares of
Citizens common stock that will be issued in the merger is fixed, subject to corresponding increases if shares of
Republic common stock are issued upon the exercise of outstanding Republic stock options, upon vesting of other
stock-settled awards or as otherwise permitted by the merger agreement, prior to completion of the merger. As a
result, even if a Republic shareholder makes a stock election, that holder may nevertheless receive a prorated mix of
cash and stock if Republic shareholders as a whole elect to receive stock consideration in an aggregate amount greater
than such fixed number of shares.

The Exchange Ratio is defined in the merger agreement as the quotient, rounded to four decimal places, obtained by
dividing the Per Share Amount (as described above) by the Citizens Closing Price (as described above).

No fractional shares of Citizens common stock will be issued to any holder of Republic common stock upon
completion of the merger. For each fractional share that would otherwise be issued, Citizens will pay cash in an
amount equal to the fraction multiplied by the Citizens Closing Price. No interest will be paid or accrued on cash
payable to holders instead of fractional shares. The cash to be paid in respect of fractional shares is not included in the
aggregate cash limit described above under  Cash Election.

Non-Election Shares

If you are a Republic shareholder and you do not make an election to receive cash or Citizens common stock in the
merger, your elections are not received by the exchange agent by the election deadline, or your forms of election are
improperly completed and/or are not signed, you will be deemed not to have made an election. Shareholders not
making an election may be paid in only cash, only Citizens common stock or a mix of cash and shares of Citizens
common stock depending on, and after giving effect to, the number of valid cash elections and stock elections that
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have been made by other Republic shareholders using the proration adjustment described below.

Proration

The total number of shares of Citizens common stock that will be issued in the merger is approximately 32.7 million,
based on the number of shares of Republic common stock outstanding on October 13, 2006, and the cash that will be

paid in the merger is fixed at $154,850,330. As a result, if more Republic shareholders make valid
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elections to receive either Citizens common stock or cash than is available as merger consideration under the merger
agreement, those Republic shareholders electing the over-subscribed form of consideration will have the
over-subscribed consideration proportionately reduced and substituted with consideration in the other form, despite
their election. If the number of shares of Republic common stock outstanding increases prior to the date of completion
of the merger due to the issuance of shares of Republic common stock upon the exercise of outstanding Republic
stock options, the vesting of other stock-settled awards or as otherwise permitted by the merger agreement, the
aggregate number of Citizens shares to be issued as consideration in the merger will be increased accordingly. Subject
to this potential increase, the total number of shares of Citizens common stock that will be issued in the merger is
fixed. The cash and stock elections are subject to adjustment to preserve the limitations described above on the stock
and cash to be issued and paid in the merger. As a result, if you make an election to receive only stock or only cash,
you may nevertheless receive a mix of cash and stock.

Adjustment if Cash Pool is Oversubscribed

Stock may be issued to Republic shareholders who make cash elections if the available $154,850,330 cash pool is
oversubscribed. The total number of shares of Republic common stock for which valid cash elections are made is
referred to as the Cash Election Number. The number of shares of Republic common stock that will be converted into
the right to receive cash in the merger, which we refer to as the Cash Conversion Number, is equal to the quotient
obtained by dividing (1) $154,850,330 by (2) the Per Share Amount. For example, if the Per Share Amount were
$14.00, the Cash Conversion Number would be approximately 11,060,738 ($154,850,330/$14.00), meaning that
approximately 11,060,738 shares of Republic common stock must be converted into the right to receive $14.00 in

cash, regardless of whether Republic shareholders have made cash elections for a greater or lesser number of shares of
Republic common stock.

If the Cash Election Number is greater than the Cash Conversion Number, the cash election is oversubscribed. If the
cash election is oversubscribed, then:

a Republic shareholder making a stock election, no election or an invalid election will receive the stock
consideration for each share of Republic common stock as to which it made a stock election, no election or an
invalid election; and
a Republic shareholder making a cash election will receive:
the cash consideration for a number of shares of Republic common stock equal to the product obtained by
multiplying (1) the number of shares of Republic common stock for which such shareholder has made a cash
election by (2) a fraction, the numerator of which is the Cash Conversion Number and the denominator of

which is the Cash Election Number; and

the stock consideration for the remaining shares of Republic common stock for which the shareholder made a
cash election.

Example of Oversubscription of Cash Pool
Assuming that:
the Cash Conversion Number was 5 million, and

the Cash Election Number was 10 million (in other words, only 5 million shares of Republic common stock can
receive the cash consideration, but Republic shareholders have made cash elections with respect to 10 million
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shares of Republic common stock),

then a Republic shareholder making a cash election with respect to 1,000 shares of Republic common stock would
receive the cash consideration with respect to 500 shares of Republic common stock (1,000x5/10 and the stock
consideration with respect to the remaining 500 shares of Republic common stock. Therefore, if the Citizens Closing
Price was equal to $25.25, the Per Share Amount would be $13.13 ($2.08 + 0.4378 x $25.25) and Republic
shareholder would receive 260 (500 x $13.13 + $25.25) shares of Citizens common stock and approximately $6,565
in cash (500 x $13.13).
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Adjustment if the Cash Pool is Undersubscribed

Cash may be issued to shareholders who make stock elections if the available $154,850,330 cash pool is
undersubscribed. If the Cash Election Number is less than the Cash Conversion Number, the cash election is
undersubscribed. The amount by which the Cash Election Number is less than the Cash Conversion Number is
referred to as the Shortfall Number. If the cash election is undersubscribed, then all Republic shareholders making a
cash election will receive the cash consideration for all shares of Republic common stock as to which they made a
cash election. Republic shareholders making a stock election, Republic shareholders who make no election and
Republic shareholders who failed to make a valid election will receive cash and/or Citizens common stock based in
part on whether the Shortfall Number is lesser or greater than the number of non-election shares, as described below.

Scenario 1: Undersubscription of Cash Pool and Shortfall Number is Less than or Equal to Number of
Non-Election Shares. If the Shortfall Number is less than or equal to the number of non-election shares, then:

a Republic shareholder making a stock election will receive the stock consideration for each share of Republic
common stock as to which it made a stock election; and

a Republic shareholder who made no election or who did not make a valid election with respect to any of its
shares will receive:

the cash consideration with respect to the number of shares of Republic common stock equal to the product
obtained by multiplying (1) the number of non-election shares held by such Republic shareholder by (2) a
fraction, the numerator of which is the Shortfall Number and the denominator of which is the total number of
non-election shares; and

the stock consideration with respect to the remaining non-election shares held by such shareholder.

Example of Scenario 1
Assuming that:

the Cash Conversion Number is 5 million,

the Cash Election Number is 2 million (in other words, 5 million shares of Republic common stock must be

converted into cash consideration but Republic shareholders have made a cash election with respect to only

2 million shares of Republic common stock, so the Shortfall Number is 3 million), and

the total number of non-election shares is 4