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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(Unaudited)

. September 30, December 31,
($ in thousands) 2016 2015
Assets
Cash and due from banks $37,534 $19,176
Interest-bearing deposits with banks 86,375 66,957
Federal funds sold 20,000 —
Cash and cash equivalents 143,909 86,133
Investment securities available-for-sale 152,746 172,397
Investment securities held-to-maturity (fair value of $17,168 and $14,598, respectively) 16,792 14,398
Loans held-for-sale (includes loans at fair value of $291,030 and $233,525, respectively) 451,617 397,834
Loans 3,332,311 2,896,948
Allowance for loan losses (29,737 ) (26,464 )
Loans, net of allowance for loan losses 3,302,574 2,870,484
Premises and equipment, net 88,510 79,629
Other real estate, net 16,926 18,677
Bank owned life insurance 69,686 66,109
Servicing rights, net 82,020 84,944
Other assets 70,831 58,458
Total assets $4,395,611  $3,849,063
Liabilities
Deposits
Noninterest-bearing demand deposits $976,178 $786,779
Interest-bearing deposits 2,562,730 2,392,732
Total deposits 3,538,908 3,179,511
Short-term borrowings 352,603 209,730
Subordinated debt, net 120,421 120,322
Other liabilities 35,909 38,041
Total liabilities 4,047,841 3,547,604

Shareholders’ equity
Preferred stock, no par value. Authorized 10,000,000; zero issued and outstanding — —
Common stock, no par value. Authorized 50,000,000; issued and outstanding 26,117,927

and 23,140,774, respectively 200,129 169,348
Accumulated other comprehensive income, net of tax 2,901 1,544
Retained earnings 144,740 130,067
Total shareholders’ equity 347,770 301,459
Total liabilities and shareholders’ equity $4,395,611  $3,849,063

See accompanying notes to unaudited consolidated financial statements.
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(UNAUDITED)

Three Months Nine Months Ended

Ended September

30, September 30,
($ in thousands, except per share data) 2016 2015 2016 2015
Interest income:
Loans, including fees $38,481 $28,462 $106,670 $80,133
Investment securities:
Taxable interest income 1,196 1,030 3,756 3,158
Nontaxable interest income 72 78 236 255
Other 149 27 334 53
Total interest income 39,898 29,597 110,996 83,599
Interest expense:
Deposits 3,336 2,866 9,812 8,041
Other borrowings 345 179 950 517
Subordinated debt 1,454 1,415 4334 2,349
Total interest expense 5,135 4,460 15,096 10,907
Net interest income 34,763 25,137 95,900 72,692
Provision for loan losses 2,118 1,328 5,746 1,254
Net interest income after provision for loan losses 32,645 23,809 90,154 71,438
Noninterest income:
Service charges on deposit accounts 1,530 1,230 4,333 3,508
Other fees and charges 2,305 1,327 5,829 3,767
Mortgage banking activities 30,091 20,799 64,113 66,734
Indirect lending activities 2,388 4,037 11,434 15,047
SBA lending activities 1,202 1,494 4,329 3,788
Bank owned life insurance 968 496 1,916 1,488
Securities gains 296 — 578 —
Other 545 1,236 1,650 5,020
Total noninterest income 39,325 30,619 94,182 99,352
Noninterest expense:
Salaries and employee benefits 24,224 17,800 70,876 56,290
Commissions 9,450 7,270 24,393 21,224
Occupancy 4,597 4,270 12,994 11,206
Communication 1,328 1,083 3,673 3,133
Other 12,568 9,626 34914 27,996
Total noninterest expense 52,167 40,049 146,850 119,849
Income before income tax expense 19,803 14,379 37,486 50,941
Income tax expense 7,288 5,162 13,785 18,583
Net income $12,515 $9,217 $23,701 $32,358
Earnings per common share:
Basic $0.48 $0.41 $0.94 $1.48
Diluted $0.48 $0.39 $0.92 $1.42
Cash dividends declared per common share $0.12  $0.10 $0.36 $0.29
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Net income $12,515 $9,217 $23,701 $32,358
Other comprehensive (loss)/income, net of tax:

Change in net unrealized (losses)/gains on available-for-sale securities, net of
tax effect of ($171), $141, $1,051 and ($69), respectively

Adjustments for net gains included in net income, net of tax effect of ($112),

279 )230 1,715 (112 )

$0, ($220), and $0, respectively (184 ) — (358 ) —
Other comprehensive (loss)/income, net of tax 463 ) 230 1,357 (112 )
Total comprehensive income $12,052 $9,447 $25,058 $32,246

See accompanying notes to unaudited consolidated financial statements.
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

(in thousands)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash used in operating activities:
Provision for loan losses

Depreciation and amortization of premises and equipment
Amortization of FDIC indemnification asset, net

Accretion of purchase discounts or premiums, net

Other amortization

Impairment of other real estate

Amortization and impairment of servicing rights, net
Share-based compensation expense

Pension and postretirement benefits, net

Net investment securities gains

Gains on loan sales, including origination of servicing rights
Net gain on sales of other real estate

Net income on bank owned life insurance

Net change in deferred income tax, net of acquisitions

Net change in fair value of loans held-for-sale

Originations of loans held for sale

Proceeds from sales of loans held for sale

Net payments received from FDIC under loss-share agreements
Decrease in other assets, net of acquisitions

(Decrease) increase in other liabilities, net of acquisitions

Net cash (used in) provided by operating activities

Cash flows from investing activities:

Purchases of investment securities available-for-sale
Maturities, calls and repayment of investment securities available-for-sale
Purchases of investment securities held-to-maturity

Maturities, calls and repayment of investment securities held-to-maturity
Purchases of FHLB stock

Redemption of FHLB stock

Net increase in loans, net of loans acquired

Proceeds from bank owned life insurance

Purchase of bank owned life insurance

Proceeds from sales of other real estate

Purchases of premises and equipment, net of acquisitions

Cash received in excess of cash paid for acquisitions

Net cash used in investing activities

Form 10-Q

Nine Months Ended
September 30,
2016 2015

$23,701 $32,358

5,746 1,254
3,771 3,554

967 786

(585 ) (118 )
1,069 707

1,046 460
27,353 11,818
859 997

1,377 1,320
578 ) —

(72,385 ) (67,115 )
(1,007 ) 2,776 )
(1,393 ) (1,455 )
1,364 (3,467 )
(7,090 ) (1,841 )
(2,568,570(2,516,693
2,571,393 2,580,851
189 668
(1,988 ) (4,065 )
(3,334 ) 9,376
(18,095 ) 46,619

(10,396 ) (30,821 )
35,000 23,295
(3,929 ) (2,993 )
1,464 720
(11,883 ) (8,070 )
7,650 11,488
(297,300) (353,068 )
834 —

(2,500 ) (5,000 )

8,762 14,240
(5,926 ) (8,457 )
37,609 146,740

(240,525 (211,926 )
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS - Continued

(UNAUDITED)
Nine Months Ended
September 30,
(in thousands) 2016 2015
Cash flows from financing activities:
Net increase in noninterest-bearing deposits, net of acquisitions $125,034 $133,058
Net increase in interest-bearing deposits, net of acquisitions 50,680 131,670
Net increase (decrease) in other short-term borrowings 52,873 (74,358 )
Proceeds from FHLB advances 1,125,000 770,000
Repayments on FHLB advances (1,035,000 (850,000 )
Issuance of subordinated debt — 75,000
Payment of debt issuance costs — (1,069 )
Proceeds from the issuance of common stock, net 6,861 3,097
Common stock dividends paid (9,052 ) (6,323 )
Net cash provided by financing activities 316,396 181,075
Net increase in cash and cash equivalents 57,776 15,768
Cash and cash equivalents, beginning of period 86,133 71,605
Cash and cash equivalents, end of period $143,909 $87,373
Supplemental cash flow information and non-cash disclosures:
Cash paid during the period for:
Interest on deposits and borrowings $13,677 $9,178
Income taxes 11,570 7,037
Acquisitions:
Assets acquired 169,321 43,230
Liabilities assumed 184,203 189,969
Common stock issued 22,727 —
Transfers of investment securities from available-for-sale to held-to-maturity — 3,194
Transfers of loans from held-for-sale to held for investment 2,900 —
Transfers of loans to other real estate 6,241 4,067

See accompanying notes to unaudited consolidated financial statements.
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2016

(UNAUDITED)

1. Basis of Presentation and Summary of Significant Accounting Policies

The accompanying unaudited consolidated financial statements include the accounts of Fidelity Southern Corporation
(“FSC” or “Fidelity”) and its wholly-owned subsidiaries. FSC owns 100% of Fidelity Bank (the “Bank”) and LionMark
Insurance Company, an insurance agency offering consumer credit related insurance products. FSC also owns three
subsidiaries established to issue trust preferred securities, which are not consolidated for financial reporting purposes
in accordance with current accounting guidance, as FSC is not the primary beneficiary. The “Company” or “our,” as used
herein, includes FSC and its subsidiaries, unless the context otherwise requires.

These unaudited consolidated financial statements have been prepared in conformity with U.S. generally accepted
accounting principles (“GAAP”) followed within the financial services industry for interim financial information and
with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the
information or notes required for complete financial statements.

In preparing the consolidated financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the date of the balance sheet and revenues and expenses for
the periods presented. Actual results could differ from those estimates. Material estimates that are particularly
susceptible to significant changes in the near term relate to the determination of the allowance for loan losses; the
calculations of, amortization of, and the potential impairment of capitalized servicing rights; the valuation of loans
held-for-sale and certain derivatives; the valuation of real estate or other assets acquired in connection with
foreclosures or in satisfaction of loans; estimates used for fair value acquisition accounting and valuation of deferred
income taxes. In addition, the actual lives of certain amortizable assets and income items are estimates subject to
change. The Company principally operates in one business segment, which is community banking.

In the opinion of management, all adjustments, consisting of normal and recurring items, considered necessary for a
fair presentation of the consolidated financial statements for the interim periods have been included. All significant
intercompany accounts and transactions have been eliminated in consolidation. Certain amounts reported in prior
periods have been reclassified to conform to current year presentation. These reclassifications did not have a material
effect on previously reported net income, shareholders’ equity or cash flows.

Operating results for the nine-month period ended September 30, 2016, are not necessarily indicative of the results
that may be expected for the year ending December 31, 2016. These statements should be read in conjunction with the
consolidated financial statements and notes thereto included in the Company’s Annual Report on Form 10-K and
Annual Report to Shareholders for the year ended December 31, 2015.

The Company’s significant accounting policies are described in Note 1 of the Notes to Consolidated Financial
Statements included in the 2015 Annual Report on Form 10-K filed with the Securities and Exchange Commission.
There were no new accounting policies or changes to existing policies adopted in the first nine months of 2016 which
had a significant effect on the results of operations or statement of financial condition. For interim reporting purposes,
the Company follows the same basic accounting policies and considers each interim period as an integral part of an
annual period.

Recent Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No.
2016-15, “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments,” intended
to reduce diversity in practice in how certain transactions are classified in the statement of cash flows. The guidance
addresses eight issues: (1) cash payments for debt prepayment or debt extinguishment costs; (2) cash payments for the
settlement of zero-coupon debt instruments; (3) contingent consideration payments made after a business
combination; (4) proceeds from the settlement of insurance claims; (5) proceeds from the settlement of
corporate-owned life insurance (“COLI”) policies, including bank-owned life insurance (“BOLI”) policies; (6)
distributions received from equity method investments; (7) beneficial interests in securitization transactions; and (8)
separately identifiable cash flows using the application of the predominance principle, whereby an entity should
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classify each separately identifiable cash source and use on the basis of the nature of the underlying cash flows. The
amendments in this ASU are effective for public business entities for fiscal years beginning after December 15, 2017,
and interim periods within those fiscal years. Early adoption is permitted, including adoption in an interim period.The
adoption of this ASU is not expected to have a significant impact on its Consolidated Financial Statements.

In June 2016, the FASB issued ASU No. 2016-13, “Financial Instruments-Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments.” This ASU significantly changes how entities will measure credit losses for
most financial assets and certain other instruments that are not measured at fair value through net income. In issuing
the standard, the FASB is responding to criticism that today’s guidance delays recognition of credit losses. The
standard will replace today’s “incurred loss” approach with an “expected loss” model. The new model, referred to as the
current expected credit loss (“CECL”) model, will apply to: (1) financial assets subject to credit losses and measured at
amortized cost, and (2) certain off-balance sheet credit exposures. This

5
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includes, but is not limited to, loans, leases, held-to-maturity securities, loan commitments, and financial guarantees.
The CECL model does not apply to available-for-sale (“AFS”) securities. For AFS securities with unrealized losses,
entities will measure credit losses in a manner similar to what they do today, except that the losses will be recognized
as allowances rather than reductions in the amortized cost of the securities. As a result, entities will recognize
improvements to estimated credit losses immediately in earnings rather than as interest income over time, as they do
today. The ASU also simplifies the accounting model for purchased credit-impaired securities and loans. ASU
2016-13 also expands the disclosure requirements regarding an entity’s assumptions, models, and methods for
estimating the allowance for loan and lease losses. In addition, entities will need to disclose the amortized cost balance
for each class of financial asset by credit quality indicator, disaggregated by the year of origination. The standard will
take effect for SEC filers for fiscal years, and interim periods within those fiscal years, beginning after December 15,
2019. Early application for all organizations will be permitted for fiscal years, and interim periods within those fiscal
years, beginning after December 15, 2018. The Company is currently evaluating the provisions of ASU No. 2016-13
to determine the potential impact the standard will have on its Consolidated Financial Statements.

In March 2016, the FASB issued ASU No. 2016-09, “Improvements to Employee Share-Based Payment Accounting” as
part of its simplification initiative. This ASU affects all entities that issue share-based payment awards to their
employees. Some of the key provisions of this ASU include: (1) companies will no longer record excess tax benefits
and certain tax deficiencies in additional paid-in capital (“APIC”). Instead, they will record all excess tax benefits and
tax deficiencies as income tax expense or benefit in the income statement, and APIC pools will be eliminated. The
guidance also eliminates the requirement that excess tax benefits be realized before companies can recognize them. In
addition, the guidance requires companies to present excess tax benefits as an operating activity on the statement of
cash flows rather than as a financing activity; (2) increase the amount an employer can withhold to cover income taxes
on awards and still qualify for the exception to liability classification for shares used to satisfy the employer’s statutory
income tax withholding obligation. The guidance will also require an employer to classify the cash paid to a tax
authority when shares are withheld to satisfy its statutory income tax withholding obligation as a financing activity on
its statement of cash flows (current guidance did not specify how these cash flows should be classified); and (3)
permit companies to make an accounting policy election for the impact of forfeitures on the recognition of expense for
share-based payment awards. Forfeitures can be estimated, as required today, or recognized when they occur. ASU
No. 2016-09 is effective for public business entities for interim and annual reporting periods beginning after
December 15, 2016. Early adoption is permitted, but all of the guidance must be adopted in the same period. The
Company is currently evaluating the provisions of ASU No. 2016-09 to determine the potential impact the standard
will have on its Consolidated Financial Statements.

In February 2016, the FASB issued ASU 2016-02, “Leases.” The standard requires the recognition of assets and
liabilities arising from most lease transactions on the balance sheet and the disclosure of key information about leasing
arrangements. Accordingly, a lessee will recognize a lease asset for its right to use the underlying asset and a lease
liability for the corresponding lease obligation. Both the asset and liability will initially be measured at the present
value of the future minimum lease payments over the lease term. Subsequent measurement, including the presentation
of expenses and cash flows, will depend on the classification of the lease as either a finance or an operating lease.
Initial costs directly attributable to negotiating and arranging the lease will be included in the asset. For leases with a
term of 12 months or less, a lessee can make an accounting policy election by class of underlying asset to not
recognize an asset and corresponding liability. Lessees will also be required to provide additional qualitative and
quantitative disclosures regarding the amount, timing and uncertainty of cash flows arising from leases. These
disclosures are intended to supplement the amounts recorded in the financial statements and provide additional
information about the nature of an organization’s leasing activities. The standard is effective for fiscal years beginning
after December 15, 2018, and interim periods within those years, with early adoption permitted. In transition, lessees
are required to recognize and measure leases at the beginning of the earliest period presented using a modified
retrospective approach. The transition guidance also provides specific guidance for sale and leaseback transactions,
build-to-suit leases and amounts previously recognized in accordance with the business combinations guidance for
leases. The Company is currently evaluating the provisions of ASU No. 2016-02 to determine the potential impact the
standard will have on its Consolidated Financial Statements.

10
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In January 2016, the FASB issued ASU 2016-01, “Financial Instruments - Overall: Recognition and Measurement of
Financial Assets and Financial Liabilities.” The guidance is intended to improve the recognition and measurement of
financial instruments by requiring: equity investments that do not result in consolidation and are not accounted for
under the equity method to be measured at fair value through net income, unless they qualify for the practicability
exception for investments that do not have readily determinable fair values; changes in instrument-specific credit risk
for financial liabilities that are measured under the fair value option will be recognized in other comprehensive
income; and entities will make the assessment of the realizability of a deferred tax asset related to an available-for-sale
debt security in combination with other deferred tax assets. The guidance is effective for fiscal years beginning after
December 15, 2017, and interim periods therein. Early adoption is permitted. The adoption of this ASU is not
expected to have a significant impact on its Consolidated Financial Statements; however, the Company will continue
to closely monitor developments and additional guidance.

In August 2015, the FASB issued ASU 2015-14, “Revenue from Contracts with Customers (Topic 606): Deferral of the
Effective Date” which deferred the effective date of ASU 2014-09, “Revenue from Contracts with Customers,” by one
year to annual reporting periods beginning after December 15, 2017, and interim reporting periods therein. The FASB
had previously issued ASU 2014-09 in May 2014. The amendments in ASU 2014-09 indicate that entities should
recognize revenue to reflect the

6
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transfers of goods or services to customers in an amount equal to the consideration the entity receives or expects to
receive. Early adoption is permitted only as of annual reporting periods beginning after December 15, 2016, including
interim periods therein. The Company is currently evaluating the provisions of ASU No. 2014-09 to determine the
potential impact the standard will have on its Consolidated Financial Statements.

Other accounting standards that have recently been issued by the FASB or other standard-setting bodies are not
expected to have a material impact on the Company's financial position, results of operations or cash flows.
Contingencies

Due to the nature of their activities, the Company and its subsidiaries are at times engaged in various legal
proceedings that arise in the course of normal business, some of which were outstanding as of September 30, 2016.
Although the ultimate outcome of all claims and lawsuits outstanding as of September 30, 2016 cannot be ascertained
at this time, it is the opinion of management that these matters, when resolved, will not have a material adverse effect
on the Company's results of operations or financial condition.

2. Business Combinations

The Company accounts for its acquisitions as business combinations. As such, the purchase price is allocated to the
fair value of the assets acquired and liabilities assumed as of the acquisition date. Determining the fair value of assets
and liabilities, particularly illiquid assets and liabilities, is a complicated process involving significant judgment
regarding estimates and assumptions used to calculate estimated fair value. Purchase price allocations on completed
acquisitions may be modified through the measurement period which cannot exceed one year from the acquisition
date. If we recognize adjustments to provisional amounts that are identified during the measurement period, the
adjustments will be reported in the period in which the amounts are determined. Fair value adjustments based on
updated estimates could materially affect the goodwill, if any, recorded on the acquisition. The Company may incur
losses on the acquired loans that are materially different from losses originally projected in the fair value estimate.
Acquisition-related costs are expensed as incurred.

The effects of the acquired assets and liabilities have been included in the consolidated financial statements since their
respective acquisition date. Pro forma results have not been disclosed as those amounts are not significant to the
unaudited consolidated financial statements.

American Enterprise Bankshares, Inc.

On March 1, 2016, the Company acquired American Enterprise Bankshares, Inc. (“AEB”), the holding company for
American Enterprise Bank of Florida, a Jacksonville, Florida-based community bank. The Company acquired all of
the outstanding common stock of the former AEB shareholders, including common shares issued upon conversion of
subordinated debentures prior to the acquisition. Total consideration of $22.8 million was issued in the transaction.
AEB shareholders received 0.299 shares of Fidelity common stock for each share of AEB common stock, as well as a
cash payment for any fractional shares, resulting in the issuance of 1,470,068 shares of Fidelity common stock. All
unexercised AEB stock options at the closing date were settled for cash at the volume weighted average price of
Fidelity common stock (“VWAP”) as defined in the merger agreement between AEB and Fidelity.

AEB merged with and into the Company and American Enterprise Bank of Florida merged with and into Fidelity
Bank. With this acquisition, the Company added approximately $208.8 million in assets, which included $40.7 million
in cash and securities, $147.4 million in loans, $1.3 million in core deposit intangible, $7.1 million in premises and
equipment, $5.9 million in deferred tax assets, and $5.2 million in goodwill, and assumed $181.8 million in deposits
and expanded and strengthened its retail branch footprint by adding two branches in the Jacksonville, Florida area.
The Bank of Georgia FDIC-assisted Transaction

On October 2, 2015, the Bank entered into a Purchase and Assumption Agreement (“Agreement”) with the Federal
Deposit Insurance Corporation (the “FDIC”), as Receiver of The Bank of Georgia, located in Peachtree City, Georgia
(“The Bank of Georgia”), and the FDIC, acting in its corporate capacity, pursuant to which the Bank acquired
substantially all of the assets and assumed all of the deposits of The Bank of Georgia.

Under the terms of the Agreement, the Bank acquired approximately $280.8 million in assets, including
approximately $144.8 million in loans, and assumed approximately $266.4 million in customer deposits. Pursuant to
the Agreement, the Bank recorded a fair value adjustment in the amount of $20.4 million on the assets acquired and
paid the FDIC a premium of 3.0% to assume all customer deposits. To settle the transaction, the FDIC made a cash

12
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payment to the Bank totaling approximately $41.4 million, based on the differential between liabilities assumed and
assets acquired. Additionally, the Bank acquired The Bank of Georgia's seven branches, which are located in the
following Georgia cities: Peachtree City, Fayetteville, Tyrone, Sharpsburg, Newnan, and Fairburn. With this
acquisition, the Company expanded its retail branch footprint in Coweta and Fayette counties, both of which are
suburbs of Atlanta.

The terms of the Agreement provide for the FDIC to indemnify the Company against certain claims, including, but not
limited to, claims with respect to liabilities and assets of The Bank of Georgia or any of their affiliates not assumed or
otherwise purchased by the Company, with respect to claims made by shareholders of The Bank of Georgia, with
respect to claims based on the rights of any creditors of The Bank of Georgia and with respect to claims based on any
action by The Bank of Georgia’s former directors,

7
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officers and other employees. The transaction did not include a loss sharing agreement with the FDIC.

3. Investment Securities

Management's primary objective in managing the investment securities portfolio includes maintaining a portfolio of

high quality investments with competitive returns while providing for pledging and liquidity needs within overall asset

and liability management parameters. The Company is required under federal regulations to maintain adequate
liquidity to ensure safe and sound operations. As such, management regularly evaluates the investment portfolio for

cash flows, the level of loan production and sales, current interest rate risk strategies and the potential future direction

of market interest rate changes. Individual investment securities differ in terms of default, interest rate, liquidity and

expected rate of return risk.

The following table summarizes the amortized cost and fair value of debt securities and the related gross unrealized

gains and losses at September 30, 2016 and December 31, 2015.

(in thousands)

Investment securities available-for-sale:

Obligations of U.S. Government sponsored enterprises
Municipal securities

SBA pool securities

Residential mortgage-backed securities

Commercial mortgage-backed securities

Total available-for-sale

Investment securities held-to-maturity:
Municipal securities

Residential mortgage-backed securities
Commercial mortgage-backed securities
Total held-to-maturity

(in thousands)

Investment securities available-for-sale:

Obligations of U.S. Government sponsored enterprises
Municipal securities

SBA pool securities

Residential mortgage-backed securities

Commercial mortgage-backed securities

Total available-for-sale

Investment securities held-to-maturity:
Municipal securities

Residential mortgage-backed securities
Commercial mortgage-backed securities
Total held-to-maturity

8

September 30, 2016

. .Gross Gross )
Amortized . . Fair
Unrealized Unrealized
Cost ) Value
Gains Losses
$22,227 $ 935 $ — $23,162
13,672 658 — 14,330
14,306 163 — 14,469
68,798 2,517 (38 ) 71,277
29,065 443 — 29,508

$148,068 $ 4,716  $ (38 ) $152,746

$1,588 $52 $ — $1,640
11,084 325 ¢! ) 11,408
4,120 — 4,120

$16,792 $ 377 $ A ) $17,168
December 31, 2015

. .Gross Gross )

Amortized . . Fair

Unrealized Unrealized
Cost ] Value

Gains Losses
$41,252 $ 674 $ (83 ) $41,843
14,513 491 (53 ) 14,951
14,803 — (163 ) 14,640
85,210 2,080 (126 ) 87,164
14,128 — (329 ) 13,799
$169,906 $ 3,245 $ (754 ) $172,397
$1,580 $ — $ a0 ) $1,579
8,621 263 (53 ) 8,831
4,188 — — 4,188

$14,398 $ 263 $ 63 ) $14,598
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The Company held 1 and 19 investment securities available-for-sale that were in an unrealized loss position at
September 30, 2016 and December 31, 2015, respectively, as well as two and four investment securities

held-to-maturity that were in an unrealized loss position at September 30, 2016, and December 31, 2015, respectively.

The following table reflects the gross unrealized losses and fair values of the investment securities with unrealized
losses, aggregated by investment category and length of time the individual securities have been in a continuous

unrealized loss position.

(in thousands)

Investment securities available-for-sale:
Residential mortgage-backed securities
Total available-for-sale

Investment securities held-to-maturity:
Residential mortgage-backed securities
Total held-to-maturity

(in thousands)

Investment securities available-for-sale:

Obligations of U.S. Government sponsored enterprises

Municipal securities

SBA pool securities

Residential mortgage-backed securities
Commercial mortgage-backed securities
Total available-for-sale

Investment securities held-to-maturity:
Municipal securities

Residential mortgage-backed securities
Total held-to-maturity

September 30, 2016

Less Than 12 12 Months or
Months More

Fair Unrealized Fair  Unrealized
Value Losses Value Losses
$— $ — $2,840 $ (38 )
$— $ — $2,840 $ (38 )
$— $ — $3.256 $ (1 )
$— $ — $3.256 $ (1 )
December 31, 2015

Less Than 12 12 Months or
Months More

Fair Unrealized Fair  Unrealized
Value Losses Value Losses
$25993 $ (83 ) $— $ —
2,915 (53 ) — —

14,640 (163 ) — —

7,181 (91 ) 3,619 (35 )
13,798 (329 ) — —
$64,527 $ (719 ) $3,619 % (35 )

$1,579 $ (10 ) $— $ —
4,204 (53 ) — —
$5,783 $ (@63 ) $— $ —

At September 30, 2016 and December 31, 2015, the unrealized losses on investment securities were related to interest
rate fluctuations since purchase. Management does not have the intent to sell the temporarily impaired securities and it
is not more likely than not that the Company will be required to sell the investments before recovery of the amortized

cost. Accordingly, as of September 30, 2016, management believes the impairment detailed in the table above is
temporary and no other-than-temporary impairment loss has been recognized in the Company’s Consolidated

Statements of Comprehensive Income.

9
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The amortized cost and fair value of investment securities at September 30, 2016 and December 31, 2015 are
categorized in the following table by contractual maturity. Securities not due at a single maturity (i.e.,
mortgage-backed securities) are shown separately.

September 30, 2016 December 31, 2015

(in thousands) AmortizedFair AmortizedFair
Cost Value Cost Value

Investment securities available-for-sale:

Obligations of U.S. Government sponsored enterprises

Due after one year through five years $10,001 $10,372 $17,877 $18,176

Due five years through ten years 12,226 12,790 23,375 23,667

Municipal securities

Due five years through ten years 4,398 4,634 3,316 3,399

Due after ten years 9,274 9,696 11,197 11,552

SBA pool securities

Due within one year — — 5 5

Due after five years through ten years 8,412 8,515 8,605 8,554

Due after ten years 5,894 5,954 6,193 6,081

Residential mortgage-backed securities 68,798 71,277 85,210 87,164

Commercial mortgage-backed securities 29,065 29,508 14,128 13,799

Total available-for-sale $148,068 $152,746 $169,906 $172,397

Investment securities held-to-maturity:

Municipal securities

Due after ten years $1,588 $1,640 $1,589 $1,579

Residential mortgage-backed securities 11,084 11,408 8,621 8,831

Commercial mortgage-backed securities 4,120 4,120 4,188 4,188

Total held-to-maturity $16,792 $17,168 $14,398 $14,598

There were eight investment securities called, matured or paid off during the nine months ended September 30, 2016
and three investment securities called, matured or paid off for the nine months ended September 30, 2015. For the
investment securities that were called, matured or paid off during the nine months ended September 30, 2016, gross
gains totaled $578,000 and there were no gains or losses for the securities called, matured or paid off in 2015. There
were no transfers from investment securities available-for-sale to investment securities held-to-maturity during the
nine months ended September 30, 2016. There were $3.2 million in transfers from investment securities
available-for-sale to investment securities held-to-maturity during the nine months ended September 30, 2015.

The following table summarizes the investment securities that were pledged as collateral at September 30, 2016 and
December 31, 2015.

September December 31,

(in thousands) 30,2016 2015

Public deposits $106,337 $ 93,983
Securities sold under repurchase agreements 21,239 23,058
Total pledged securities $127,576 $ 117,041
10
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4. Loans Held-for-Sale

Residential mortgage loans held-for-sale are carried at fair value and SBA and indirect automobile loans are carried at
the lower of cost or market value. The following table summarizes loans held-for-sale at September 30, 2016 and
December 31, 2015.

(in thousands) September 30, December 31,

2016 2015
Residential mortgage $ 291,030 $ 233,525
SBA 10,587 14,309
Indirect automobile 150,000 150,000

Total loans held-for-sale $ 451,617 $ 397,834

During the nine months ended September 30, 2016 and 2015, the Company transferred loans with unpaid principal
balances of $2.9 million and $4.6 million to the held for investment residential mortgage portfolio.
The Company had residential mortgage loans held-for-sale with unpaid principal balances of $202.6 million and
$173.4 million pledged to the FHLB at September 30, 2016 and December 31, 2015, respectively.
5. Loans
Loans outstanding, by class, are summarized in the following table at carrying value and include net unamortized
costs of $36.1 million and $31.9 million at September 30, 2016 and December 31, 2015. Covered loans represent
previously acquired loans covered under Loss Share Agreements with the FDIC. Non-covered loans represent loans
acquired that are not covered under Loss Share Agreements with the FDIC and legacy Bank loans. Legacy Bank loans
represent existing portfolio loans prior to the past FDIC-assisted transactions with Loss Share Agreements and
additional loans originated subsequent to the past FDIC-assisted transactions with Loss Share Agreements
(collectively, “legacy loans”). Because of the difference in accounting for acquired loans, the tables below further
segregate the Company’s non-covered loans between legacy loans and acquired loans.

September 30, 2016

Non-covered Loans  Covered

(in thousands) Legacy Acquired ki:?lsire 4 Total
Commercial $597,910 $181,141 $ 10,623  $789,674
SBA 138,327 7,204 359 145,890
Total commercial loans 736,237 188,345 10,982 935,564
Construction 214,497 13,339 1,051 228,887
Indirect automobile 1,631,903 — — 1,631,903
Installment 15,088 3,903 86 19,077
Total consumer loans 1,646,991 3,903 86 1,650,980
Residential mortgage 329,204 40,916 345 370,465
Home equity lines of credit 114,563 27,453 4,399 146,415
Total mortgage loans 443,767 68,369 4,744 516,880
Total loans $3,041,492 $273,956 $ 16,863  $3,332,311

11
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Non-covered Loans  Covered
Loans

(in thousands) Legacy Acquired Acquired(® Total
Commercial $569,440 $119,595 $ 14,256  $703,291
SBA 131,244 4,383 366 135,993
Total commercial loans 700,684 123,978 14,622 839,284
Construction 157,476 17,393 2,164 177,033
Indirect automobile 1,449,481 — — 1,449,481
Installment 12,031 1,720 304 14,055
Total consumer loans 1,461,512 1,720 304 1,463,536
Residential mortgage 284,313 17,683 382 302,378
Home equity lines of credit 93,093 16,456 5,168 114,717
Total mortgage loans 377,406 34,139 5,550 417,095
Total loans $2,697,078 $177,230 $ 22,640  $2,896,948

(DIncluded in covered loans at September 30, 2016 and December 31, 2015 are $12.0 million and $16.7 million,
respectively, of assets whose reimbursable loss periods will end in 2017.

The Company has extended loans to certain officers and directors. The Company does not believe these loans involve
more than the normal risk of collectability or present other unfavorable features when originated. None of the related
party loans were classified as nonaccrual, past due, restructured, or potential problem loans at September 30, 2016 or
December 31, 2015.

Nonaccrual Loans

The accrual of interest income is generally discontinued when a loan becomes 90 days past due. Past due status is
based on the contractual terms of the loan agreement. A loan may be placed on nonaccrual status sooner if reasonable
doubt exists as to the full, timely collection of principal or interest. When a loan is placed on nonaccrual status,
previously accrued and uncollected interest is reversed against current period interest income. Subsequent interest
collected is recorded as a principal reduction. Nonaccrual loans are returned to accrual status when all contractually
due principal and interest amounts are brought current and the future payments are reasonably assured.

Loans in nonaccrual status are presented by class of loans in the following table. Purchased credit impaired (“PCI”)
loans are considered to be performing due to the application of the accretion method and are excluded from the table.

(in thousands) September 30, December 31,

2016 2015
Commercial $ 8,404 $ 9,228
SBA 7,580 6,599
Total commercial loans 15,984 15,827
Construction 5,300 5,940
Indirect automobile 1,235 1,116
Installment 598 602
Total consumer loans 1,833 1,718
Residential mortgage 7,180 2,514
Home equity lines of credit 2,499 1,129
Total mortgage loans 9,679 3,643

Total nonaccrual loans $ 32,796 $ 27,128

If such nonaccrual loans had been on a full accrual basis, interest income on these loans for the three months ended
September 30, 2016 and 2015 would have been $622,000 and $497,000, respectively. For the nine months ended
September 30, 2016 and 2015, the interest income would have been $1.1 million and $1.2 million, respectively.

12
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Accruing loans delinquent 30-89 days, 90 days or more, and troubled debt restructured loans (“TDRs”) accruing interest
less PCI loans, presented by class of loans at September 30, 2016 and December 31, 2015, were as follows:

September 30, 2016 December 31, 2015

Accruin@ccruing Accruin@\ccruing

Delinquédlinquent TDRs  Delinquélinquent TDRs

(in thousands) 30-89 90 Days or Accruing 30-89 90 Days or Accruing

Days More Days More
Commercial $660 $ —$6,552  $428 $ — $9,105
SBA 339 — 3,531 3,352 — 3,912
Construction — — — 58 — 160
Indirect automobile 1,589 — 1,390 1,829 — 1,567
Installment 79 — — 185 — 4
Residential mortgage 2,181 — 408 1,558 1,284 618
Home equity lines of credit 973  — 54 682 — 55
Total $5,821 $ —$11,935 $8,092 $ 1,284 $15421

TDR Loans
The following table presents TDRs that occurred during the three and nine months ended September 30, 2016 and
2015, along with the type of modification. Modified purchased credit impaired loans are not removed 