
 

 
 

    

UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

WASHINGTON, DC 20549  
  

FORM 8-K/A  
  

CURRENT REPORT  
Pursuant to Section 13 or 15(d)  

of the Securities Exchange Act of 1934  

Date of report (Date of earliest event reported): September 12, 2016  
  

Bank of the Ozarks, Inc.  
(Exact name of registrant as specified in its charter)  

  

Arkansas  
(State or other jurisdiction of incorporation)  

  

(501) 978-2265  
(Registrant’s telephone number, including area code)  

Not Applicable  
(Former name or former address, if changed since last report)  

  

Check the appropriate box below if the form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the 
following provisions (see General Instruction A.2.):  
  

  

  

  

  
    

  

Section 1: 8-K/A (8-K/A) 

0-22759   71-0556208
(Commission File Number)   (IRS Employer Identification No.)

17901 Chenal Parkway, Little Rock, Arkansas   72223
(Address of principal executive offices)   (Zip Code)

  ¨ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

  ¨ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

  ¨ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

  ¨ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 



  

Explanatory Note:  

On July 21, 2016, Bank of the Ozarks, Inc. (“Company”) filed with the Securities and Exchange Commission (“SEC”) a Current Report on Form 
8-K to report under Item 2.01 that the Company and its wholly-owned bank subsidiary, Bank of the Ozarks, completed its acquisition of 
Community & Southern Holdings, Inc. (“C&S”) and its wholly-owned bank subsidiary, Community & Southern Bank (“C&S Bank”) pursuant to 
the previously announced agreement and plan of merger dated October 19, 2015 (the “C&S Merger Agreement”). Pursuant to the C&S Merger 
Agreement, (i) C&S merged with and into the Company, with the Company continuing as the surviving corporation, and (ii) C&S Bank merged with 
and into Bank of the Ozarks, with Bank of the Ozarks continuing as the surviving bank effective July 20, 2016 (collectively, the C&S Merger”). The 
terms of the C&S Merger and the C&S Merger Agreement are more fully described in the Company’s Current Report on Form 8-K dated 
October 19, 2015.  

On June 10, 2016, the Company filed a Current Report on Form 8-K (“June 8-K”) which included (i) the audited financial statements of C&S as 
of December 31, 2015 and 2014, and the notes related thereto, (ii) the unaudited financial statements of C&S for the three months ended March 31, 
2016 and 2015, and the notes related thereto, and (iii) the unaudited pro forma combined consolidated financial statements of the Company for the 
year ended December 31, 2015 and the three months ended March 31, 2016. The financial statements required by Rule 3-05 of Regulation S-X were 
previously reported in the Company’s June 8-K and, pursuant to General Instruction B.3 of Form 8-K, are not additionally reported herein. This 
Amendment No. 1 amends the Company’s June 8-K to include the updated financial statements and unaudited pro forma combined consolidated 
financial information referred to in Item 9.01(a) and (b) below relating to the C&S Merger.  

  

The C&S Merger and the C1 Merger (on a combined basis, the “Transactions”) are expected to be immediately accretive to the Company’s 
book value per common share and its tangible book value per common share by approximately $5.08 and $0.71, respectively. The Transactions are 
also expected to be accretive to the Company’s diluted earnings per common share by approximately $0.12 to $0.16, after transaction and 
conversion costs and expenses, for the first twelve months after the Transactions close. The reconciliation of the Company’s pro forma combined 
tangible book value per common share to the most directly comparable GAAP financial measure is included in the table below.  

The Company completed the core systems conversions for C&S Bank on August 29, 2016 and expects to complete the core systems 
conversions for C1 Bank in mid-October.  

Reconciliation of Non-GAAP Financial Measures  

The Company uses non-GAAP financial measures, specifically tangible book value per common share, as an important measure of the 
strength of its capital. The Company believes the presentation of this non-GAAP financial measure provides useful supplemental information that 
contributes to a proper understanding of its capital levels. This non-GAAP disclosure should not be viewed as a substitute for financial results 
determined in accordance with GAAP, nor is it necessarily comparable to non-GAAP performance measures that may be presented by other 
companies. Reconciliations of this non-GAAP financial measure to the most directly comparable GAAP financial measure is included in the 
following table.  
  

The information furnished under Item 7.01 of this Current Report on Form 8-K shall not be deemed “filed” for purposes of Section 18 of the 
Securities Exchange Act of 1934 (“Exchange Act”) or otherwise subject to the liabilities under that section and shall not be deemed to be 
incorporated by reference into any filing of the Company under the Securities Act of 1933 or the Exchange Act.  

  

Item 7.01 Regulation FD Disclosure 

     As of June 30, 2016  

    
Ozarks 

Historical     
Pro forma 
Combined  

    

(In thousands, except per 
share 

amounts)  
Total common stockholders’ equity before noncontrolling interest    $1,556,921     $2,693,261  
Less intangible assets:      

Goodwill      (126,289)      (663,397) 
Core deposit and bank charter intangibles, net of accumulated 

amortization      (23,615)      (65,043) 
Total intangibles      (149,904)      (728,440) 

Total tangible common stockholders’ equity    $1,407,017     $1,964,821  

Shares of common stock outstanding      90,745       121,100  

Book value per common share    $ 17.16      $ 22.24  

Tangible book value per common share    $ 15.51      $ 16.22  



Cautionary Note Regarding Forward-Looking Statements  

Statements in this Amendment to the Current Report on Form 8-K, including statement about the benefits of the Transactions, expectations 
regarding the future financial and operational performance of the Company, expectations regarding any increases in the Company’s diluted 
earnings per share and the pro forma combined consolidated financial information under Item 7.01 and in Exhibit 99.2 attached hereto contain 
“forward-looking statements” within the meaning of the federal securities laws, including the Private Securities Litigation Reform Act of 1995. The 
pro forma combined consolidated financial information is based on estimates and assumptions that could cause actual results to differ materially 
from those expected or implied by the pro forma combined financial information or the estimates and assumptions used in preparing the pro forma 
combined financial information. The pro forma combined financial information and forward-looking statements are based on current expectations 
and projections about future events. Investors are cautioned that forward-looking statements are not guarantees of future performance or results 
and involve risks and uncertainties that cannot be predicted or quantified and, consequently, the actual performance of the Company may differ 
materially from that expressed or implied by such forward-looking statements. Certain factors that could cause actual results to differ materially 
from the Company’s expectations include the risks detailed under “Item 1A. Risk Factors” contained in the Company’s Annual Report on Form 10-
K for the year ended December 31, 2015 and in the other documents the Company files with the SEC. Many of these factors are beyond the 
Company’s ability to control or predict. Forward-looking statements are not guarantees of performance.  

  
  

The unaudited financial statements of Community & Southern Holdings, Inc. as of June 30, 2016 and for the three months and six months 
ended June 30, 2016, and the notes related thereto, are filed herewith as Exhibit 99.1 and incorporated in this Item 9.01(a) by reference.  

  

The unaudited pro forma combined consolidated financial statements of Bank of the Ozarks, Inc. as of and for the six months ended June 30, 
2016 and the notes related thereto, are filed herewith as Exhibit 99.2, and incorporated in this Item 9.01(b) by reference.  

  

  

  

Item 9.01 Financial Statements and Exhibits. 

(a) Financial Statements of Businesses Acquired. 

(b) Pro Forma Combined Financial Information. 

(c) Not Applicable 

(d) Exhibits: The following exhibits are being filed with this Current Report on Form 8-K. 

Exhibit
No.    Document Description

  2.1

  

Agreement and Plan of Merger among Bank of the Ozarks, Inc., Bank of the Ozarks, Community & Southern Holdings, Inc. and 
Community & Southern Bank, dated as of October 19, 2015 (previously filed as Exhibit 2.1 to Ozarks’ Current Report on Form 8-K 
filed with the Commission on October 19, 2015, and incorporated herein by this reference).

99.1
  

Community & Southern Holdings, Inc. unaudited consolidated financial statements as of June 30, 2016 and for the three months and 
six months ended June 30, 2016.

99.2
  

Unaudited pro forma combined consolidated financial statements of Bank of the Ozarks, Inc. as of and for the six months ended June 
30, 2016.



  

SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by 
the undersigned hereunto duly authorized.  
  

      BANK OF THE OZARKS, INC.

Date: September 12, 2016   /s/ Greg L. McKinney 
      Greg L. McKinney
      Chief Financial Officer and Chief Accounting Officer
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(In thousands of dollars, except share data)  
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Exhibit
No.    Document Description

  2.1

  

Agreement and Plan of Merger among Bank of the Ozarks, Inc., Bank of the Ozarks, Community & Southern Holdings, Inc. and 
Community & Southern Bank, dated as of October 19, 2015 (previously filed as Exhibit 2.1 to Ozarks’ Current Report on Form 8-K 
filed with the Commission on October 19, 2015, and incorporated herein by this reference).

99.1
  

Community & Southern Holdings, Inc. unaudited consolidated financial statements as of June 30, 2016 and for the three months and 
six months ended June 30, 2016.

99.2
  

Unaudited pro forma combined consolidated financial statements of Bank of the Ozarks, Inc. as of and for the six months ended June 
30, 2016.

Section 2: EX-99.1 (EX-99.1) 

Community & Southern Holdings, Inc.    Exhibit 99.1
Consolidated Balance Sheets (Unaudited)   

     June 30, 2016    December 31, 2015 
Assets     
Cash and due from banks    $ 93,421    $ 218,338  
Investment securities available-for-sale (amortized cost of $417,922 and $463,913, respectively)      424,538      464,481  
Investment securities held-to-maturity (market value of $78,847 and $83,480, respectively)      74,975      80,368  
Loans held for sale      1,249      2,373  
Loans held for investment      3,117,830      3,147,558  
Allowance for loan losses      (42,395)     (41,417) 

Loans, net of allowance for loan losses      3,075,435      3,106,141  
Premises and equipment      73,621      79,826  
Other real estate owned      6,653      8,292  
Goodwill      44,514      44,514  
Core deposit intangibles      12,289      14,428  
Bank owned life insurance      86,377      85,040  
Other assets      58,956      67,984  

Total assets    $ 3,952,028    $ 4,171,785  

Liabilities and Shareholders’ Equity     
Liabilities     

Deposits     
Noninterest-bearing    $ 499,748    $ 548,838  
Interest-bearing      2,794,994      3,139,949  

Total deposits      3,294,742      3,688,787  
Other borrowings      150,000      —    
Other liabilities      16,624      22,854  

Total liabilities      3,461,366      3,711,641  
Shareholders’ equity     

Common stock ($0.01 par value; 100,000,000 shares authorized; 36,969,052 and 36,949,266 shares 
issued and outstanding as of June 30, 2016 and December 31, 2015, respectively)      369       369  

Additional paid-in capital      375,796      374,893  
Retained earnings      109,813      84,110  
Accumulated other comprehensive income      4,684      772  

Total shareholders’ equity      490,662      460,144  
Total liabilities and shareholders’ equity    $ 3,952,028    $ 4,171,785  



 

Community & Southern Holdings, Inc.  
Consolidated Statements of Income (Unaudited)  
  
  

(In thousands of dollars)  
  

The accompanying notes are an integral part of these consolidated financial statements.  
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Three Months 
Ended 

June 30,     
Six Months Ended 

June 30,  
     2016     2015      2016      2015  
Interest income           
Interest and fees on loans    $40,035    $36,107     $81,821     $70,265  
Interest and dividends on investment securities      2,940      3,276       6,224       6,390  
Interest on other earning assets      124       86       305       162  

Total interest income      43,099      39,469       88,350       76,817  
Interest expense           
Deposits      4,510      3,782       9,550       7,350  
Other borrowings      56       436       56       783  

Total interest expense      4,566      4,218       9,606       8,133  
Net interest income      38,533      35,251       78,744       68,684  

Provision for credit losses      2,962      5,970       4,626       10,346  
Net interest income after provision for credit losses      35,571      29,281       74,118       58,338  

Noninterest income           
Service charges on deposit accounts      3,326      2,957       6,527       5,650  
FDIC loss share receivable valuation adjustment      —         1,085       —         929  
Gain on sales of mortgage loans      573       619       1,020       985  
Gain (loss) on sales of other loans, net      (263)     278       2,036       729  
Other      2,469      2,572       4,763       5,281  

Total noninterest income      6,105      7,511       14,346       13,574  
Noninterest expense           
Salaries and employee benefits      11,178      12,629       23,160       24,775  
Occupancy and equipment expense      2,963      2,994       6,177       6,012  
Technology and data processing      2,613      3,639       5,292       5,906  
Professional services      749       1,494       2,306       2,782  
Expense on loans and other real estate owned      979       872       2,045       1,473  
Amortization expense      1,113      881       2,280       1,752  
FDIC loss share receivable amortization      —         1,712       —         4,876  
Other      3,826      5,205       7,215       8,645  

Total noninterest expense      23,421      29,426       48,475       56,221  
Income before income taxes      18,255      7,366       39,989       15,691  

Income tax expense      6,452      2,444       14,286       4,658  
Net income    $11,803    $ 4,922     $25,703     $11,033  



 

Community & Southern Holdings, Inc.  
Consolidated Statements of Comprehensive Income (Unaudited)  
  
  

(In thousands of dollars)  
  

The accompanying notes are an integral part of these consolidated financial statements.  
  

3  

    

Three Months 
Ended 

June 30    
Six Months Ended 

June 30  
     2016      2015     2016     2015  
Net Income    $11,803     $ 4,922    $25,703    $11,033  
Components of other comprehensive income:          

Unrealized gains / (losses) on available-for-sale investment securities arising during period (net 
of $581, ($1,808), $2,025, and ($530) tax expenses / (benefits), respectively)      1,128       (3,509)     3,930      (1,029) 

Amortization of unrealized gains on investment securities transferred from available-for-sale to 
held-to-maturity      4       (25)     (18)     (54) 

Total other comprehensive income      1,132       (3,534)     3,912      (1,083) 
Comprehensive income    $12,935     $ 1,388    $29,615    $ 9,950  



 

Community & Southern Holdings, Inc.  
Consolidated Statements of Shareholders’ Equity (Unaudited)  
  
  

(In thousands of dollars)  
  

The accompanying notes are an integral part of these consolidated financial statements.  
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Common 

Stock     

Additional 
Paid-in 
Capital     

Retained 
Earnings     

Accumulated 
Other 

Comprehensive 
Income    

Total 
Shareholders’ 

Equity  
Balance at December 31, 2014    $ 369     $ 372,670     $ 59,461     $ 2,570    $ 435,070  

Net income            11,033         11,033  
Change in accumulated other comprehensive income               (1,083)     (1,083) 
Stock-based compensation expense         1,173            1,173  

Balance at June 30, 2015    $ 369     $ 373,843     $ 70,494     $ 1,487    $ 446,193  

Balance at December 31, 2015    $ 369     $ 374,893     $ 84,110     $ 772    $ 460,144  
Net income            25,703         25,703  
Change in accumulated other comprehensive income               3,912      3,912  
Stock-based compensation expense         903            903  

Balance at June 30, 2016    $ 369     $ 375,796     $ 109,813     $ 4,684    $ 490,662  



 

Community & Southern Holdings, Inc.  
Consolidated Statements of Cash Flows (Unaudited)  
  
  

(In thousands of dollars)  
  

The accompanying notes are an integral part of these consolidated financial statements.  
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Six Months Ended 

June 30,  
     2016     2015  
Cash flows from operating activities    $ 25,703    $ 11,033  
Net income     
Adjustments to reconcile net income to cash provided by operating activities:     

Net amortization/accretion of premiums and discounts      (11,705)     (16,424) 
Provision for credit losses      4,626      10,346  
Other real estate owned and repossession losses, net      (274)     (56) 
Gain on sale of other loans, net      (2,036)     —    
Stock-based compensation expense      903       1,173  
Deferred income tax expense (benefit)      4,545      (3,329) 
Depreciation, amortization and accretion      2,362      2,151  
Net change in loans held for sale      1,124      (1,303) 
Net change in FDIC loss share receivable      —         13,066  
Increase in cash surrender value of bank owned life insurance      (1,337)     (1,250) 
Net change in other assets      6,214      (22,468) 
Net change in other liabilities      (6,230)     (1,141) 

Net cash provided by (used in) operating activities      23,895      (8,202) 
Cash flows from investing activities     
Net change in loans held for investment (originations, net of principal repayments)      (30,578)     (254,187) 
Purchases of investment securities available-for-sale      (719)     (109,755) 
Proceeds from maturities and calls of investment securities available-for-sale      45,449      38,964  
Proceeds from sales of investment securities available-for-sale      —         26,384  
Proceeds from calls and maturities of investment securities held-to-maturity      5,270      5,400  
Proceeds from sales of of other loans      72,380      —    
Purchases of investment securities held-to-maturity      —         (5,493) 
Purchases of premises and equipment      (58)     (1,126) 
Disposals of premises and equipment      63       3,054  
Other adjustments in other real estate owned      152       2,224  
Proceeds from sales of other real estate owned      3,274      7,763  
Net cash (paid) acquired from acquisitions      —         (332) 
Purchases of bank owned life insurance      —         (20,000) 

Net cash provided by (used in) investing activities      95,233      (307,104) 
Cash flows from financing activities     
Net change in deposits      (394,045)     92,363  
Proceeds from other borrowings      150,000      175,000  
Repayment of other borrowings      —         (20,068) 

Net cash (used in) provided by financing activities      (244,045)     247,295  
Change in cash and due from banks      (124,917)     (68,011) 
Beginning of period      218,338      203,956  
End of period    $ 93,421    $ 135,945  

Supplemental disclosure of cash flow information     
Transfers of loans to other real estate owned    $ 1,513    $ 6,588  
Cash paid for interest      10,104      8,019  
Cash paid for income taxes      172       15,499  
Change in unrealized gain on investment securities available-for-sale      6,047      (1,585) 



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  

  

Community & Southern Holdings, Inc. (the “Company”), headquartered in Atlanta, Georgia, is a financial holding company that was incorporated 
under the laws of the State of Delaware on September 18, 2009 to serve as the holding company for Community & Southern Bank (“C&S Bank”). 
The Company operates two subsidiaries: (1) C&S Bank, a Georgia-state chartered bank that was incorporated on January 29, 2010, which provides 
traditional credit and depository banking services to its retail and commercial customers in northern and central Georgia, including metro Atlanta, 
as well as Jacksonville, Florida, and (2) CSB Risk Management, Inc., a captive insurance company established with the specific objective of 
insuring risks for the Company, its subsidiaries, and a group of unaffiliated member banks. C&S Bank is the parent company of CSB Investments, 
Inc., a Nevada corporation that owns all of the investment securities of the Company.  

Principles of Consolidation and Basis of Presentation  

The unaudited consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United 
States of America (“US GAAP”) for interim financial information. Accordingly, certain information normally presented for complete consolidated 
financial statements required by US GAAP has been omitted. In the opinion of management, all adjustments, consisting only of normal recurring 
adjustments, which are necessary for a fair presentation of the results of operations in these financial statements, have been made.  

The preparation of financial statements in conformity with US GAAP requires management to make estimates and assumptions that affect the 
amounts reported in the financial statements and accompanying notes. Actual results could vary from these estimates. Certain reclassifications 
have been made to prior period amounts to conform to the current period presentation.  

These financial statements should be read in conjunction with the 2015 Consolidated Financial Statements of Community & Southern Holdings, 
Inc. There have been no significant changes to the Company’s accounting policies as disclosed in the 2015 Consolidated Financial Statements and 
no new accounting guidance will be applicable to the Company due to the pending acquisition by Bank of the Ozarks, Inc. See subsequent events 
footnote.  
  

6  

1. Significant Accounting Policies 



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  

  

The aggregate values of investment securities at June 30, 2016 and December 31, 2015, along with unrealized gains and losses determined on an 
individual security basis are as follows (dollars in thousands):  
  

The following table provides contractual maturity information for investment securities as of June 30, 2016 (dollars in thousands). Callable 
investment securities are assumed to mature on their earliest call date. Actual maturities may differ from contractual maturity because issuers may 
have the right to call or prepay obligations with or without call or prepayment penalties.  
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2. Investment Securities 

    
Held-to-Maturity 

As of June 30, 2016     
Available-for-Sale 
As of June 30, 2016  

    
Amortized

Cost     

Gross 
Unrealized

Gains     

Gross 
Unrealized

Losses     
Fair 

Value     
Amortized

Cost     

Gross 
Unrealized

Gains     

Gross 
Unrealized

Losses     
Fair 

Value  
U.S. government    $ —       $ —       $ —       $ —       $ 30,074     $ 341     $ 32     $ 30,383  
Certificates of deposit      21,716       267       —         21,983       —         —         —         —    
FNMA, GNMA and FHLMC mortgage-

backed securities      —         —         —         —         201,479       4,277       6       205,750  
Asset backed securities      —         —         —         —         10,084       —         290       9,794  
Collateralized mortgage obligations      —         —         —         —         128,843       2,123       121       130,845  
State, county and municipal      53,259       3,605       —         56,864       8,134       311       —         8,445  
Corporate bonds      —         —         —         —         35,477       125       112       35,490  
Equity securities      —         —         —         —         3,831       —         —         3,831  

Total investment securities    $ 74,975     $ 3,872     $ —       $78,847     $ 417,922     $ 7,177     $ 561     $424,538  

    
Held-to-Maturity 

As of December 31, 2015     
Available-for-Sale 

As of December 31, 2015  

    
Amortized

Cost     

Gross 
Unrealized

Gains     

Gross 
Unrealized

Losses     
Fair 

Value     
Amortized

Cost     

Gross 
Unrealized

Gains     

Gross 
Unrealized

Losses     
Fair 

Value  
U.S. government    $ —       $ —       $ —       $ —       $ 35,087     $ 20     $ 396     $ 34,711  
Certificates of deposit      24,882       18       197       24,703       —         —         —         —    
FNMA, GNMA and FHLMC mortgage-

backed securities      —         —         —         —         219,413       2,066       1,089       220,390  
Asset backed securities      —         —         —         —         16,333       —         439       15,894  
Collateralized mortgage obligations      —         —         —         —         145,061       875       742       145,194  
State, county and municipal      55,486       3,299       8       58,777       8,832       160       —         8,992  
Corporate bonds      —         —         —         —         35,529       165       52       35,642  
Equity securities      —         —         —         —         3,658       —         —         3,658  

Total investment securities    $ 80,368     $ 3,317     $ 205     $83,480     $ 463,913     $ 3,286     $ 2,718     $464,481  

    
Held-to-Maturity 

As of June 30, 2016     
Available-for-Sale 

As of June 30, 2016  

     Cost      Fair Value     Cost     
Fair 

Value  
Maturing in            

One year or less    $ 2,499     $ 2,502     $ 16,279     $ 16,390  
One through five years      34,895       36,477       278,062       282,947  
Five through ten years      30,795       32,734       110,907       112,470  
Over ten years      6,786       7,134       8,843       8,900  

Equity securities      —         —         3,831       3,831  
Total investment securities    $74,975     $ 78,847     $417,922     $424,538  



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  
The following table provides information regarding investment securities with unrealized losses as of June 30, 2016 and December 31, 2015 (dollars 
in thousands):  
  

The Company held certain investment securities having unrealized loss positions. As of June 30, 2016, the Company did not intend to sell these 
investment securities nor was it more likely than not that the Company would be required to sell these investment securities before their anticipated 
recovery or maturity. The Company has reviewed its portfolio for other-than-temporary impairment (“OTTI”) in accordance with the accounting 
policies outlined in Note 1, “Summary of Significant Accounting Policies and Nature of Business”, to the 2015 Consolidated Financial 
Statements. Market changes in interest rates and credit spreads will result in temporary unrealized losses as the market price of investment 
securities fluctuates. As a result, the Company had no OTTI for the six months ended June 30, 2016 and the year ended December 31, 2015. 

The Company had pledged held-to-maturity and available-for-sale investment securities having aggregate fair values of $22.0 million and $309.2 
million, respectively, at June 30, 2016, and $19.2 million and $329.0 million, respectively, at December 31, 2015 to secure public funds on deposit and 
certain other borrowings, and for other purposes as required by law.  
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     Less Than 12 Months     
As of June 30, 2016 

More Than 12 Months      Total  

    
Investment 
Positions     

Fair 
Value     

Unrealized 
Losses     

Investment 
Positions      Fair Value    

Unrealized 
Losses     

Investment 
Positions     

Fair 
Value     

Unrealized 
Losses  

U.S. government      —       $ —       $ —         1     $ 4,964     $ 32       1     $ 4,964     $ 32  
Certificates of deposit      —         —         —         —         —         —         —         —         —    
FNMA, GNMA and 

FHLMC mortgage-
backed securities      1       2,025       6       —         —         —         1       2,025       6  

Asset backed 
securities      2       4,303       109       2       5,491       181       4       9,794       290  

Collateralized 
mortgage 
obligations      —         —         —         2       7,401       121       2       7,401       121  

State, county and 
municipal      —         —         —         —         —         —         —         —         —    

Corporate bonds      3       14,293       112       —         —         —         3       14,293       112  
Total investment 

securities      6     $ 20,621     $ 227       5     $ 17,856     $ 334       11     $ 38,477     $ 561  

     Less Than 12 Months     
As of December 31, 2015 

More Than 12 Months      Total  

    
Investment 
Positions     

Fair 
Value     

Unrealized 
Losses     

Investment 
Positions      Fair Value    

Unrealized 
Losses     

Investment 
Positions     

Fair 
Value     

Unrealized 
Losses  

U.S. government      3     $ 14,966     $ 138       2     $ 9,725     $ 258       5     $ 24,691     $ 396  
Certificates of deposit      74       15,799       138       13       2,872       59       87       18,671       197  
FNMA, GNMA and 

FHLMC mortgage-
backed securities      17       99,635       926       3       10,864       163       20       110,499       1,089  

Asset backed 
securities      2       5,173       135       3       10,721       304       5       15,894       439  

Collateralized 
mortgage 
obligations      7       52,584       294       4       20,400       448       11       72,984       742  

State, county and 
municipal      1       551       8       —         —         —         1       551       8  

Corporate bonds      3       15,371       52       —         —         —         3       15,371       52  
Total investment 

securities      107     $204,079     $ 1,691       25     $ 54,582     $ 1,232       132     $258,661     $ 2,923  



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  

  

Composition of Loan Portfolio  

The Company’s recorded investment in loans outstanding at June 30, 2016 and December 31, 2015 is summarized as follows (dollars in thousands):  
  

Under a line of credit agreement with the Federal Home Loan Bank of Atlanta (“FHLBA”), at June 30, 2016 and December 31, 2015, the Company 
had pledged certain loans under a blanket lien as collateral for its FHLBA borrowings. The loans subject to the blanket lien included all qualifying 
1-4 family first mortgage loans, multi-family first mortgage loans, and commercial real estate loans, and had a recorded investment of $2.6 billion and 
$2.7 billion at June 30, 2016 and December 31, 2015, respectively.  

During the six months ended June 30, 2016, the Company sold a portfolio of classified loans with a recorded investment of $16.7 million and 
recorded a gain of $4.8 million on the sale, which is included within the gain on sale of other loans on the Consolidated Statements of Income. The 
Company also sold a portfolio of syndicated loans with a recorded investment of $52.4 million and recorded a loss of $2.5 million on the sale, which 
is also included within the gain on sale of other loans.  

Credit Quality  

The Company monitors the credit quality of its commercial loan portfolio using internal credit risk ratings. These credit risk ratings are based upon 
established regulatory guidance and are assigned upon initial approval of credit to borrowers. Credit risk ratings are updated at least annually after 
the initial assignment or whenever management becomes aware of information affecting the borrowers’ ability to fulfill their obligations. The 
Company utilizes the following categories of credit grades to evaluate its commercial loan portfolio:  

Pass. Higher quality loans that do not fit any of the other categories described below.  
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3. Loans Held for Investment 

    
June 30, 

2016     
December 31, 

2015  
Commercial loans:      

Construction    $ 373,480     $ 350,026  
Commercial real estate      1,180,467       1,165,464  
Commercial & industrial      219,275       347,194  

Total commercial loans      1,773,222       1,862,684  
Consumer loans:      

Residential real estate      212,430       219,739  
Automobile      406,367       401,184  
Marine and recreational vehicle      494,523       391,058  
Other consumer purpose      11,252       9,950  

Total consumer loans      1,124,572       1,021,931  
Purchased credit-impaired loans:      

Construction      15,007       18,281  
Commercial real estate      123,573       150,341  
Commercial & industrial      9,395       9,054  
Residential real estate      71,272       84,362  
Other consumer purpose      789       905  

Total purchased credit-impaired loans      220,036       262,943  
Loans held for investment    $3,117,830     $ 3,147,558  

Loans held for sale    $ 1,249     $ 2,373  



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  

Special Mention. The Company assigns a special mention rating to loans with potential weaknesses that deserve management’s close 
attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the loan or lease or the 
Company’s credit position at some future date.  

Substandard. The Company assigns a substandard rating to loans that are inadequately protected by the current sound worth and paying 
capacity of the borrower or of the collateral pledged, if any. Substandard loans have well-defined weaknesses that jeopardize repayment of 
the debt. Substandard loans are characterized by the distinct possibility that the Company will sustain some loss if the deficiencies are not 
addressed.  

Doubtful. The Company assigns a doubtful rating to loans with all the attributes of a substandard rating with the added characteristic that 
the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions and values, highly questionable and 
improbable. The possibility of loss is extremely high, but because of certain important and reasonably specific pending factors that may work 
to the advantage and strengthening of the credit quality of the loan, its classification as an estimated loss is deferred until its more exact 
status may be determined. Pending factors include proposed merger, acquisition, or liquidation procedures, capital injection, perfecting liens 
on additional collateral and refinancing plans. 

The following tables show the credit quality indicators associated with the Company’s commercial loan portfolio (excluding purchased credit 
impaired (“PCI”) loans) as of June 30, 2016 and December 31, 2015 (dollars in thousands): 
  

The Company monitors the credit quality of its consumer portfolio based primarily on payment activity and credit scores. Payment activity is the 
primary factor considered in determining whether a consumer loan should be classified as nonperforming.  
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     As of June 30, 2016  

     Construction    
Commercial
Real Estate     

Commercial &
Industrial      Total  

Pass    $ 365,674     $ 1,115,519     $ 199,684     $1,680,877  
Special Mention      5,247       17,081       8,960       31,288  
Substandard      2,559       47,867       10,592       61,018  
Doubtful      —         —         39       39  

   $ 373,480     $ 1,180,467     $ 219,275     $1,773,222  

     As of December 31, 2015  

     Construction    
Commercial
Real Estate     

Commercial &
Industrial      Total  

Pass    $ 344,612     $ 1,091,937     $ 312,911     $1,749,460  
Special Mention      3,669       25,951       7,627       37,247  
Substandard      1,745       47,576       20,081       69,402  
Doubtful      —         —         6,575       6,575  

   $ 350,026     $ 1,165,464     $ 347,194     $1,862,684  



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  
The following tables show the credit quality indicators associated with the Company’s consumer loan portfolio (excluding PCI loans) as of June 30, 
2016 and December 31, 2015 (dollars in thousands):  
  

The following tables show the credit quality indicators associated with the Company’s commercial PCI loans as of June 30, 2016 and December 31, 
2015 (dollars in thousands):  
  

The following tables show the credit quality indicators associated with the Company’s consumer PCI loans as of June 30, 2016 and December 31, 
2015 (dollars in thousands):  
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     As of June 30, 2016  

    
Residential
Real Estate      Automobile     Marine & RV    

Other 
Consumer     Total  

Performing    $ 209,792     $ 404,999     $ 494,262     $ 11,247     $1,120,300  
Nonperforming      2,638       1,368       261       5       4,272  

   $ 212,430     $ 406,367     $ 494,523     $ 11,252     $1,124,572  

     As of December 31, 2015  

    
Residential
Real Estate      Automobile     Marine & RV    

Other 
Consumer     Total  

Performing    $ 217,236     $ 400,335     $ 390,877     $ 9,944     $1,018,392  
Nonperforming      2,503       849       181       6       3,539  

   $ 219,739     $ 401,184     $ 391,058     $ 9,950     $1,021,931  

     As of June 30, 2016  

     Construction    
Commercial
Real Estate     

Commercial &
Industrial      Total  

Pass    $ 7,533     $ 75,959     $ 7,104     $ 90,596  
Special Mention      936       16,263       1,463       18,662  
Substandard      6,501       29,937       299       36,737  
Doubtful      37       1,414       529       1,980  

   $ 15,007     $ 123,573     $ 9,395     $147,975  

     As of December 31, 2015  

     Construction    
Commercial
Real Estate     

Commercial &
Industrial      Total  

Pass    $ 5,664     $ 88,084     $ 6,618     $100,366  
Special Mention      1,764       16,887       1,984       20,635  
Substandard      10,738       43,097       447       54,282  
Doubtful      115       2,273       5       2,393  

   $ 18,281     $ 150,341     $ 9,054     $177,676  

     As of June 30, 2016  

    
Residential
Real Estate     

Other 
Consumer     Total  

Performing    $ 63,536     $ 778     $64,314  
Nonperforming      7,736       11       7,747  

   $ 71,272     $ 789     $72,061  

     As of December 31, 2015  

    
Residential
Real Estate     

Other 
Consumer     Total  

Performing    $ 74,614     $ 882     $75,496  
Nonperforming      9,748       23       9,771  

   $ 84,362     $ 905     $85,267  



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  
Delinquency  

An aging analysis for the Company’s loan portfolio (excluding PCI loans) at June 30, 2016 and December 31, 2015, is shown in the tables below 
(dollars in thousands):  
  

For PCI loans, if the Company has a reasonable expectation about the timing and amount of cash flows expected to be collected, the loans meet the 
criteria for the recognition of income and are considered to be accruing loans.  

An aging analysis for the Company’s PCI loans at June 30, 2016 and December 31, 2015 is shown in the tables below (dollars in thousands):  
  

     As of June 30, 2016  

     Current     
30 - 89 Days

Past Due     

90+ 
Days 
Past 
Due      Total     

90+ Days
Accruing     Nonaccrual 

Commercial loans:                  
Construction    $ 373,306     $ 32     $ 142     $ 373,480     $ —       $ 319  
Commercial real estate      1,175,851       3,610       1,006       1,180,467       —         3,985  
Commercial & industrial      217,617       608       1,050       219,275       —         1,619  

Consumer loans:                  
Residential real estate      210,411       947       1,072       212,430       23       2,638  
Automobile      402,355       3,105       907       406,367       53       1,368  
Marine & RV      493,891       587       45       494,523       —         261  
Other consumer purpose      11,207       43       2       11,252       3       5  

   $2,884,638     $ 8,932     $ 4,224     $2,897,794     $ 79     $ 10,195  

     As of December 31, 2015  

     Current     
30 - 89 Days

Past Due     

90+ 
Days 
Past 
Due      Total     

90+ Days
Accruing     Nonaccrual 

Commercial loans:                  
Construction    $ 349,164     $ 478     $ 384     $ 350,026     $ —       $ 583  
Commercial real estate      1,162,133       1,561       1,770       1,165,464       123       5,196  
Commercial & industrial      340,057       381       6,756       347,194       214       14,933  

Consumer loans:                  
Residential real estate      216,860       1,426       1,453       219,739       712       2,503  
Automobile      396,760       3,785       639       401,184       99       849  
Marine & RV      390,399       631       28       391,058       —         181  
Other consumer purpose      9,826       111       13       9,950       9       6 

   $2,865,199     $ 8,373     $11,043     $2,884,615     $ 1,157     $ 24,251 

     As of June 30, 2016  

     Current     
30 - 89 Days

Past Due     

90+ 
Days 
Past 
Due      Total     

90+ Days
Accruing     Nonaccrual 

PCI loans:                  
Construction    $ 13,925     $ 338     $ 744     $ 15,007     $ 744     $ —    
Commercial real estate      114,300       1,394       7,879       123,573       7,879       —    
Commercial & industrial      9,234       1       160       9,395       160       —    
Residential real estate      68,069       1,404       1,799       71,272       1,799       —    
Other consumer purpose      759       20       10       789       10       —    

   $206,287     $ 3,157     $10,592     $220,036     $ 10,592     $ —    

     As of December 31, 2015  

     Current     
30 - 89 Days

Past Due     

90+ 
Days 
Past 
Due      Total     

90+ Days
Accruing     Nonaccrual 

PCI loans:                  
Construction    $ 16,507     $ 307     $ 1,467     $ 18,281     $ 1,467     $ —    
Commercial real estate      135,869       2,151       12,321       150,341       12,321       —    
Commercial & industrial      8,979       25       50       9,054       50       —    
Residential real estate      78,385       2,657       3,320       84,362       3,320       —    
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Other consumer purpose      882       —         23       905       23       —    
   $240,622     $ 5,140     $17,181     $262,943     $ 17,181     $ —    



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  

  

Activity in the Allowance for Loan Losses (“ALL”) for the six months ended June 30, 2016 and the year ended December 31, 2015, respectively, is 
summarized in the tables below (dollars in thousands):  
  

  

In addition to the ALL, the Company also estimates probable and reasonably estimable credit losses related to unfunded lending commitments, 
such as letters of credit and binding unfunded loan commitments. This reserve for unfunded lending commitments totaled $2.9 million and $5.2 
million at June 30, 2016 and December 31, 2015, respectively, and is included within the other liabilities section of the Consolidated Balance Sheet.  
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4. Allowance for Loan Losses 

     For the Period Ended June 30, 2016  
     Commercial     Consumer      PCI      Total  
Beginning Balance    $ 24,535     $ 11,636     $ 5,246     $ 41,417  

Charge-offs      (5,305)      (2,522)      (369)      (8,196) 
Recoveries      159        549        1,540       2,248  
Provision / (Release)1      3,085       4,107       (266)      6,926  

Ending Balance    $ 22,474     $ 13,770     $ 6,151     $ 42,395  

Period-end ALL allocated to:            
Loans individually evaluated for impairment    $ 1,108     $ 173     $ —        $ 1,281  
Loans collectively evaluated for impairment      21,366       13,597       —          34,963  
Loans acquired with deteriorated credit quality      —          —          6,151       6,151  

Ending Balance    $ 22,474     $ 13,770     $ 6,151     $ 42,395  

Period-end recorded investment in loans:            
Individually evaluated for impairment    $ 5,923     $ 4,272     $ —        $ 10,195  
Collectively evaluated for impairment      1,767,299       1,120,300       —          2,887,599  
Acquired with deteriorated credit quality      —          —          220,036       220,036  

Ending Balance    $ 1,773,222     $1,124,572     $220,036     $3,117,830  

     For the Year Ended December 31, 2015  
     Commercial     Consumer      PCI      Total  
Beginning Balance    $ 23,675     $ 9,059     $ 5,176     $ 37,910  

Charge-offs      (5,183)      (2,841)      (2,653)      (10,677) 
Recoveries      697        929        2,659       4,285  
Provision2      5,346       4,489       64        9,899  

Ending Balance    $ 24,535     $ 11,636     $ 5,246     $ 41,417  

Year-end ALL allocated to:            
Loans individually evaluated for impairment    $ 3,666     $ 142     $ —        $ 3,808  
Loans collectively evaluated for impairment      20,869       11,494       —          32,363  
Loans acquired with deteriorated credit quality      —          —          5,246       5,246  

Ending Balance    $ 24,535     $ 11,636     $ 5,246     $ 41,417  

Year-end recorded investment in loans:            
Individually evaluated for impairment    $ 20,712     $ 3,539     $ —        $ 24,251  
Collectively evaluated for impairment      1,841,972       1,018,392       —          2,860,364  
Acquired with deteriorated credit quality      —          —          262,943       262,943  

Ending Balance    $ 1,862,684     $1,021,931     $262,943     $3,147,558  

1  Does not include $(2,300) in release of provision for unfunded commitments. 
2  Does not include $1,683 in provision for unfunded commitments. 
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Deposits at June 30, 2016 and December 31, 2015, are summarized as follows (dollars in thousands):  
  

Time deposits with a minimum denomination of $250 thousand totaled $186.1 million and $287.3 million at June 30, 2016 and December 31, 2015, 
respectively.  

At June 30, 2016, the scheduled maturities of time deposits were (dollars in thousands):  
  

  

Fair value measurements are determined based on the assumptions that market participants would use in pricing the asset or liability. As a basis for 
considering market participant assumptions in fair value measurements, US GAAP establishes a fair value hierarchy that distinguishes between 
market participant assumptions based on market data obtained from sources independent of the reporting entity (observable inputs that are 
classified within Level 1 and 2 of the hierarchy) and reporting entity’s own assumptions developed based on the best information available in the 
circumstances (unobservable inputs classified within Level 3 of the hierarchy).  

Fair Value Hierarchy  

The fair value hierarchy gives the highest priority to valuations based on unadjusted quoted prices in active markets for identical assets or 
liabilities (level 1 measurement) and the lowest priority to valuations based upon unobservable inputs that are significant to the valuation (level 3 
measurements). A financial instrument’s level within the fair value hierarchy is based upon the lowest level of any input that is significant to the 
fair value measurement.  

Level 1  

Valuation is based on inputs that are quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company has the 
ability to access at the measurement date.  
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5. Deposits 

     June 30, 2016     December 31, 2015 
Noninterest-bearing demand    $ 499,748     $ 548,838  
Interest-bearing demand      576,709       547,473  
Money market      848,989       903,999  
Savings      125,261       112,428  
Time      1,244,035       1,576,049  

Total deposits    $ 3,294,742     $ 3,688,787  

2016    $ 336,886  
2017      576,506  
2018      108,443  
2019      88,341  
2020 and thereafter      133,859  

Total time deposits    $1,244,035  

6. Fair Values Measurements 
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Level 2  

Valuation is based on inputs, other than quoted prices included within Level 1, that are observable for the asset and liability, either directly or 
indirectly, such as interest rates, yield curves observable at commonly quoted intervals, and other market-corroborated inputs.  

Level 3  

Valuation inputs are unobservable inputs for the asset or liability, which shall be used to measure fair value to the extent that observable 
inputs are not available. The inputs shall reflect the Company’s own assessment regarding assumptions that market participants would use in 
pricing the asset or liability.  

Fair value estimates are made at a specific point in time based upon relevant market information and information about each asset and liability. 
Where information regarding the fair value of an asset or liability is available, those values are used, as is the case with investment securities and 
residential mortgage loans. In these cases, an open market exists in which these assets are actively traded.  

Because no market exists for many assets and liabilities, fair value estimates are based upon judgments regarding future expected loss experience, 
current economic conditions, risk characteristics and other factors. These estimates are subjective in nature and involve uncertainties and matters 
of significant judgment and therefore cannot be determined with precision. Changes in assumptions could significantly affect the estimates. For 
those assets or liabilities with a fixed interest rate, an analysis of the related cash flows was the basis for estimating fair values. The expected cash 
flows were then discounted to the valuation date using an appropriate discount rate. The discount rates used represent the rates under which 
similar transactions would be currently negotiated. For assets or liabilities with fixed and variable rates, fair value estimates also consider the impact 
of liquidity discounts appropriate as of the measurement date.  

The Company’s assessment of the significance of a particular input to the fair value measurement in its entirety requires judgment and considers 
factors specific to the asset or liability. The Company evaluates fair value measurement inputs on an ongoing basis in order to determine if there is 
a change of sufficient significance to warrant a transfer between levels. Transfers between levels of the fair value hierarchy are recognized on the 
actual date of the event or circumstances that caused the transfer, which generally coincides with the Company’s valuation process. There were no 
transfers between levels during the six months ended June 30, 2016 or year ended December 31, 2015.  

Fair Value of Financial Instruments Measured on a Recurring Basis  

The following methods and assumptions were used by the Company in estimating the fair value of its financial assets on a recurring basis:  

Investment Securities  

Investment securities classified as available-for-sale are recorded at fair value on a recurring basis. The Company’s investment portfolio primarily 
consists of U.S. government agency mortgage-backed securities, non-agency mortgage-backed securities, U.S. government securities, corporate 
bonds and municipal securities. The fair value of investment securities classified as available-for-sale are generally determined using widely 
accepted valuation techniques including matrix pricing and broker-quote-based applications. Inputs may include dealer quotes, market spreads, 
cash flows, the U.S. Treasury yield curve, live trading levels, trade execution data, market consensus prepayment speeds, credit information and 
the bond’s terms and conditions, among other relevant items. The Company reviews the prices supplied by the independent pricing service, as well 
as their underlying pricing methodologies, for reasonableness and to ensure such prices are aligned with traditional pricing matrices. From time to 
time, the Company validates the appropriateness of the valuations provided by the independent pricing service to prices obtained from an 
additional third party or prices derived using internal models.  
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The following tables summarize the financial assets and liabilities measured at fair value on a recurring basis at June 30, 2016 and December 31, 2015 
(dollars in thousands):  
  

During the six months ended June 30, 2016, the Company purchased level 3 investment securities of $552 thousand, received settlements of $379 
thousand and recognized no gains or losses in earnings or other comprehensive income. During 2015, the Company purchased level 3 investment 
securities of $1.5 million, received settlements of $1.6 million, and recognized no gains or losses in earnings or other comprehensive income.  

Fair Value of Financial Instruments Measured on a Nonrecurring Basis  

The following methods and assumptions were used by the Company in estimating the fair value of its financial assets on a nonrecurring basis:  

Impaired Loans  

Loans are considered impaired when it is determined to be probable that all amounts due under the contractual terms of the loans will not be 
collected when due. Loans considered individually impaired are evaluated and a specific allowance is established if required based on the 
underlying collateral value of  
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     As of June 30, 2016  

Description   
Fair 

Value     

Quoted Prices 
in Active 

Markets for 
Identical 

Assets and 
Liabilities 
(Level 1)     

Quoted Prices 
for Similar 
Assets and 
Liabilities 
(Level 2)     

Significant 
Unobservable 

Inputs (Level 3) 
Investment securities available-for-sale            

U.S. government    $ 30,383     $ —       $ 30,383     $ —    
FNMA, GNMA, and FHLMC mortgage-backed 

securities      205,750       —         205,750       —    
Asset backed securities      9,794       —         9,794       —    
Collateralized mortgage obligations      130,845       —         130,845       —    
State, county and municipal      8,445       —         8,445       —    
Corporate bonds      35,490       —         35,490       —    
Equity securities      3,831       —         —         3,831  

   $424,538     $ —       $ 420,707     $ 3,831  

     As of December 31, 2015  

Description   
Fair 

Value     

Quoted Prices 
in Active 

Markets for 
Identical 

Assets and 
Liabilities 
(Level 1)     

Quoted Prices 
for Similar 
Assets and 
Liabilities 
(Level 2)     

Significant 
Unobservable 

Inputs (Level 3) 
Investment securities available-for-sale            

U.S. government    $ 34,711     $ —       $ 34,711     $ —    
FNMA, GNMA, and FHLMC mortgage-backed 

securities      220,390       —         220,390       —    
Asset backed securities      15,894       —         15,894       —    
Collateralized mortgage obligations      145,194       —         145,194       —    
State, county and municipal      8,992       —         8,992       —    
Corporate bonds      35,642       —         35,642       —    
Equity securities      3,658       —         —         3,658  

   $464,481     $ —       $ 460,823     $ 3,658  



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  
the impaired loans or the estimated discounted cash flows for such loans. A specific allowance is required if the fair value of the expected 
repayments or the fair value of the collateral is less than the recorded investment in the loan. The Company records impaired loans as nonrecurring 
level 3.  

Loans Held for Sale  

Loans held for sale consist of mortgage and other loans accounted for at lower of cost or market. The fair value of mortgage loans held for sale is 
determined based upon pricing assigned on a loan-by-loan basis, at the time a loan is locked with the borrower, through correspondent 
relationships that the Company maintains in order to sell loans held for sale. The fair value of other loans held for sale, which are commercial loans, 
is determined on a loan-by-loan basis and is estimated based upon binding sales agreements.  

Other Real Estate Owned  

The fair value of Other Real Estate Owned (“OREO”) is determined when the asset is transferred to foreclosed assets. The assets are carried at the 
lower of the carrying value or fair value less estimated costs to sell. Fair value is based upon appraised values of the collateral or management’s 
estimation of the value of the collateral. Management requires a new appraisal at the time of foreclosure or repossession of the underlying 
collateral. Updated appraisals are obtained on at least an annual basis on all OREO and are considered to contain Level 3 inputs. Management has 
also determined, in some cases, that fair value of collateral is further impaired based upon real estate market trends and declining foreclosed 
property pricing. Therefore, all OREO is recorded as a nonrecurring Level 3 hierarchy.  

For assets and liabilities carried at fair value on a nonrecurring basis, the following table provides fair value information as of June 30, 2016 and 
December 31, 2015 (dollars in thousands):  
  

The following table provides information describing the unobservable inputs used in Level 3 fair value measurements at June 30, 2016 and 
December 31, 2015 (dollars in thousands):  
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     As of June 30, 2016  

Description   
Net Carrying 

Value     

Quoted Prices in Active 
Markets for Identical 
Assets and Liabilities 

(Level 1)     

Quoted Prices for 
Similar Assets 
and Liabilities 

(Level 2)     

Significant 
Unobservable 

Inputs (Level 3) 
Impaired loans    $ 10,195     $  —       $ —       $ 10,195  
Loans held for sale      1,249       1,249       —         —    
OREO      6,653       —         —         6,653  

     As of December 31, 2015  

Description   
Net Carrying 

Value     

Quoted Prices in Active 
Markets for Identical 
Assets and Liabilities 

(Level 1)     

Quoted Prices for 
Similar Assets 
and Liabilities 

(Level 2)     

Significant 
Unobservable 

Inputs (Level 3) 
Impaired loans    $ 24,251     $ —       $ —       $ 24,251  
Loans held for sale      2,373       2,373       —         —    
OREO      8,292       —         —         8,292  

As of June 30, 2016  
Financial Instrument    Net Carrying Value     Valuation Technique    Unobservable Input    Range of Inputs 
Impaired loans 

  

$ 10,195  

  

Third party appraisal

  

Management discount for 
property type, recent market 
volatility, lien position and costs 
to sell.   

  0% - 95%  

OREO 

  

$ 6,653  

  

Third party appraisal

  

Management discount for 
property type, recent market 
volatility, and costs to sell.   

  0% - 40%  



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  

  

Fair Value of Financial Instruments  

The following table includes the estimated fair value of the Company’s financial assets and financial liabilities (dollars in thousands). The 
methodologies for estimating the fair value of financial assets and financial liabilities measured on a recurring and nonrecurring basis are discussed 
above. The methodologies for estimating the fair value for other financial assets and financial liabilities are discussed below. The estimated fair 
value amounts have been determined by the Company using available market information and appropriate valuation methodologies. However, 
considerable judgment is required to interpret market data in order to develop the estimates of fair value. Accordingly, the estimates presented 
below are not necessarily indicative of the amounts the Company could realize in a current market exchange. The use of different market 
assumptions and/or estimation techniques may have a material effect on the estimated fair value amounts at June 30, 2016 and December 31, 2015:  
  

Cash and Due From Banks  

The carrying amount approximates fair value for these instruments.  

Investment Securities  

The fair value of investment securities are generally determined using widely accepted valuation techniques including matrix pricing and broker-
quote-based applications.  

Loans Held For Sale  

Loans held for sale are carried at the lower of cost or fair value. These loans currently consist of one-to-four family residential real estate loans 
originated for sale to qualified third parties and commercial loans. The fair value of mortgage loans held for sale is based upon the contractual price 
to be received from these third parties, which may be different than cost. The fair value of other loans held for sale is determined on a loan-by-loan 
basis and is estimated based upon binding sales agreement.  

Loans Held for Investment  

Fair values are estimated for portfolios of loans with similar financial characteristics if collateral-dependent. Loans are segregated by type. The fair 
value of performing loans is calculated by  
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As of December 31, 2015  
Financial Instrument    Net Carrying Value     Valuation Technique    Unobservable Input    Range of Inputs  
Impaired loans 

  

$ 24,251  

  

1) Non-Collateral Dependent: 
Discounted cash flow 
analysis 
2) Collateral Dependent: 
Third party appraisal 

  

1) a) Loss given default 
    b) Probability of default 
    c) Discount rate 
2) Management discount 
for property type, recent 
market volatility, lien 
position, and costs to sell.   

   
        
        
    

1) a) 0% - 83% 
    b) 100% 
    c) 5% - 10% 
2) 0% - 88% 

    
         
         
     

OREO 

  

$ 8,292  

  

Third party appraisal

  

Management discount for 
property type, recent 
market volatility and time 
on the market   

  0% - 40%  

     June 30, 2016      December 31, 2015  

    
Carrying 

Value     
Fair 

Value     
Carrying 

Value     
Fair 

Value  
Cash and due from banks    $ 93,421     $ 93,421     $ 218,338     $ 218,338  
Investment securities available-for-sale      424,538       424,538       464,481       464,481  
Investment securities held-to-maturity      74,975       78,847       80,368       83,480  
Loans held for sale      1,249       1,293       2,373       2,449  
Loans held for investment, net      3,075,435       3,125,868       3,106,141       3,179,156  
Bank owned life insurance (“BOLI”)      86,377       86,377       85,040       85,040  
FHLBA Stock      10,127       10,127       3,193       3,193  
Deposits      3,294,742       3,272,483       3,688,787       3,639,479  
Other borrowings      150,000       149,994       —         —    



 

Community & Southern Holdings, Inc.  
Notes to Consolidated Financial Statements (Unaudited)  
  
discounting scheduled cash flows through the estimated maturity using estimated market discount rates that reflect observable market information 
incorporating the credit, liquidity, yield and other risks inherent in the loan. The estimate of maturity is based upon the Company’s historical 
experience with repayments for each loan classification, modified, as required, by an estimate of the effect of the current economic and lending 
conditions.  

Fair value for significant non-performing loans is generally based upon recent external appraisals. If appraisals are not available, estimated cash 
flows are discounted using a rate commensurate with the risk associated with the estimated cash flows. Assumptions regarding credit risk, cash 
flows and discount rates are judgmentally determined using available market information and specific borrower information.  

Fair values for PCI loans are valued based upon a discounted expected cash flow methodology that considers various factors including the type of 
loan and related collateral, credit quality, fixed or variable interest rate, term of loan and whether or not the loan was amortizing and a discount rate 
reflecting the Company’s assessment of risk inherent in the cash flow estimates. PCI loans are grouped together according to common risk 
characteristics and are evaluated in aggregated pools when applying various valuation techniques. The Company estimated the gross cash flows 
expected to be collected on these loans based upon the expected remaining life of the underlying loans, which includes the effects of estimated 
prepayments. The carrying amounts of PCI loans approximate fair value.  

BOLI  

The carrying amount approximates fair value for these instruments.  

FHLBA Stock  

FHLBA stock is carried at its original cost basis, as cost approximates fair value and there is no ready market for such investments.  

Deposits  

The fair value of deposits with no stated maturity, such as noninterest-bearing demand deposits, savings and money market and checking 
accounts, is based on the discounted value of estimated cash flows. The fair value of time deposits is based upon the discounted value of 
contractual cash flows. The discount rate is estimated using the rates currently offered for deposits of similar remaining maturities.  

Other Borrowings  

The fair value of the Company’s FHLBA advances is estimated based upon the discounted value of contractual cash flows. The fair value of 
investment securities sold under agreements to repurchase approximates the carrying amount because of the short maturity of these borrowings. 
The discount rate is estimated using rates quoted for the same or similar issues or the current rates offered to the Company for debt of the same 
remaining maturities.  

Commitments and Contingencies  

For off-balance sheets commitments and contingencies, carrying amounts are reasonable estimates of the fair values for such financial instruments. 
Carrying amounts include unamortized fee income and, in some cases, reserves for any credit losses from those financial instruments. These 
amounts are not material to the Company’s financial position.  
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In addition to presenting the Consolidated Statements of Comprehensive Income herein, the following table shows the tax effects allocated to each 
component of AOCI for the three and six month periods ending June 30, 2016 and June 30, 2015, respectively (dollars in thousands):  
  

Reclassifications out of AOCI consisted of the following (dollars in thousands):  
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7. Accumulated Other Comprehensive Income (AOCI) 

     Three Months Ended  
     June 30, 2016     June 30, 2015  

    
Before-Tax

Amount     Tax    
Net-of-Tax

Amount    
Before-Tax

Amount     Tax    
Net-of-Tax

Amount  
AOCI, beginning balance    $ 5,408    $(1,856)   $ 3,552    $ 7,675    $(2,654)   $ 5,021  

Unrealized gains on securities:             
Net unrealized gains / (losses) arising during the period      1,709      (581)     1,128      (5,317)     1,808      (3,509) 
Amortization of unrealized gains on investment securities 

transferred from available-for-sale to held-to-maturity      6       (2)     4       (37)     12       (25) 
AOCI, ending balance    $ 7,123    $(2,439)   $ 4,684    $ 2,321    $ (834)   $ 1,487  

     Six Months Ended  
     June 30, 2016     June 30, 2015  

    
Before-Tax

Amount     Tax    
Net-of-Tax

Amount    
Before-Tax

Amount     Tax    
Net-of-Tax

Amount  
AOCI, beginning balance    $ 1,195    $ (423)   $ 772    $ 3,961    $(1,391)   $ 2,570  

Unrealized gains on securities:             
Net unrealized gains / (losses) arising during the period      5,955      (2,025)     3,930      (1,559)     530       (1,029) 
Amortization of unrealized gains on investment securities 

transferred from available-for-sale to held-to-maturity      (27)     9       (18)     (81)     27       (54) 
AOCI, ending balance    $ 7,123    $(2,439)   $ 4,684    $ 2,321    $ (834)   $ 1,487  

    
Three Months Ended 

June 30      

Details about components of AOCI    2016     2015    

Affected line item in the 
Consolidated Financial 

Statements 

Amortization of unrealized gains on investment 
securities transferred from available-for-sale to held-
to-maturity:    $ 6     $ (37)   Investment securities held-to-maturity

     (2)      12     Income tax expense
   $ 4     $ (25)  

    
Six Months Ended 

June 30      

Details about components of AOCI    2016     2015    

Affected line item in the 
Consolidated Financial 

Statements 
Amortization of unrealized gains on investment 

securities transferred from available-for-sale to held-
to-maturity:    $ (27)    $ (81)   Investment securities held-to-maturity

     9       27     Income tax expense
   $ (18)    $ (54)  
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Other noninterest expense for the three and six months ended June 30, 2016 and 2015 included the following (dollars in thousands):  
  

  

For the three months ended June 30, 2016 and 2015, income tax expense was $6.5 million and $2.4 million representing effective tax rates of 35.3% 
and 33.2%, respectively. For the six months ended June 30, 2016 and 2015, income tax expense was $14.3 million and $4.7 million representing 
effective tax rates of 35.7% and 29.7%, respectively. The higher effective tax rates were primarily due to higher pre-tax income. The provision for 
income taxes includes both federal and state income taxes and differs from the provision using statutory rates primarily due to favorable permanent 
tax items such as income from nontaxable loans and investments and tax exempt income on BOLI. The Company calculated provision for income 
taxes for the three and six months ended June 30, 2016 by using the actual effective tax rate, and calculated provision for income taxes for the three 
and six months ended June 30, 2015 by applying the estimated annual effective tax rate to pretax income. At June 30, 2016, the Company did not 
have a material change in the major components of the temporary differences from December 31, 2015.  

  

Management has evaluated the effects of subsequent events through August 5, 2016 and has determined that the following event requires 
disclosure:  

Acquisition by Bank of the Ozarks, Inc.  

On July 20, 2016, the Company and its wholly owned bank subsidiary, C&S Bank, were acquired by Bank of the Ozarks, Inc. (“OZRK”) in an all-
stock transaction valued at approximately $799.6 million, or approximately $20.50 per fully diluted Company share. Under the terms of the definitive 
merger agreement, which was approved by the boards of directors of both companies, each holder of outstanding shares of common stock of the 
Company received shares of common stock of OZRK. The number of OZRK shares issued was determined based on the fifteen day volume 
weighted average stock price of OZRK’s common stock as of the second business day prior to the closing date or $37.52 per share.  
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Exhibit 99.2  

UNAUDITED PRO FORMA COMBINED CONSOLIDATED FINANCIAL INFORMATION  

On July 20, 2016 Bank of the Ozarks, Inc. (the “Company” or “Ozarks”) and its wholly-owned bank subsidiary, Bank of the Ozarks (“Bank”), 
completed its acquisition of Community & Southern Holdings, Inc. (“C&S”) and its wholly-owned bank subsidiary, Community & Southern Bank 
(“C&S Bank”) pursuant to the previously announced agreement and plan of merger dated October 19, 2015 (the “C&S Merger Agreement”). 
Pursuant to the C&S Merger Agreement, (i) C&S merged with and into the Company, with the Company continuing as the surviving corporation, 
and (ii) C&S Bank merged with and into the Bank, with the Bank continuing as the surviving bank effective July 20, 2016 (collectively, the C&S 
Merger”).  

Pursuant to the terms of the C&S Merger Agreement, each share of C&S common stock issued and outstanding immediately prior to the 
closing was converted into the right to receive 0.5464 of a share of the Company’s common stock. All fractional shares were paid in cash. As a 
result of the closing of the C&S Merger, the Company issued 20,983,815 shares of its common stock to C&S stockholders and to holders of all 

8. Other noninterest expense 

    
Three Months Ended 

June 30,     

Six Months 
Ended 

June 30,  
     2016      2015      2016      2015  
Printing and supplies    $ 199      $ 209     $ 424     $ 393  
Advertising      93        451       288       827  
Insurance expense      256        316       569       635  
Postage      203        171       459       358  
FDIC deposit insurance expense      738        461       1,584       1,219  
FDIC recovery expense      —          1,636       —         2,400  
Loss on sale and other adjustments of fixed assets      1,104        894       1,361       975  
Other      1,233        1,067       2,530       1,838  

Total other noninterest expense    $ 3,826      $ 5,205     $7,215     $8,645  

9. Income Taxes 

10. Subsequent Events 

Section 3: EX-99.2 (EX-99.2) 



outstanding C&S stock options, restricted stock units, deferred stock units and warrants (net of shares withheld for taxes).  

On July 21, 2016, the Company announced completion of its acquisition of C1 Financial, Inc. (“C1”) pursuant to the previously announced 
Agreement and Plan of Merger dated November 9, 2015 (the “C1 Merger Agreement”) whereby C1 merged with and into the Company (the “C1 
Merger”) and C1’s wholly-owned bank subsidiary, C1 Bank, merged with and into the Bank, effective July 21, 2016.  

Pursuant to the terms of the C1 Merger Agreement, each share of issued and outstanding C1 common stock was converted into the right to 
receive 0.6283 of a share of the Company’s common stock. All fractional and de minimis shares were paid in cash. In addition, immediately after the 
effective time of the C1 Merger and in accordance with the terms of the Brazilian standby purchase agreement dated December 21, 2015, the 
Company sold certain C1 Bank loans (“Brazilian Loans”) to a limited partnership owned 100% by CBM Holdings Qualified Family, L.P. (an entity 
that owned approximately 21% of C1’s outstanding shares), in exchange for shares of the Company’s common stock payable to such C1 
shareholder in the C1 Merger equal to the aggregate purchase price of the Brazilian Loans. As a result of the closing of the C1 Merger, the 
Company issued 9,370,587 shares of its common stock to C1 shareholders, net of the shares redeemed in exchange for the Brazilian Loans.  

The following unaudited pro forma combined consolidated financial statements have been prepared using the acquisition method of 
accounting, giving effect to the acquisitions of C&S and C1, including pro forma assumptions and adjustments related to the acquisition of C&S 
and C1, as described in the accompanying notes to the unaudited pro forma combined consolidated financial statements. The proforma 
adjustments are the preliminary estimates of the fair value adjustments necessary to adjust those acquired assets and assumed liabilities to 
estimated fair value. As provided for under GAAP, management has up to twelve (12) months following the date of acquisition to finalize the fair 
value of the acquired assets and assumed liabilities. The unaudited pro forma combined consolidated balance sheet combines the historical 
financial information of the Company, C&S and C1 as of June 30, 2016, and assumes that the C&S Merger and C1 Merger were completed on that 
date. The unaudited pro forma combined consolidated statements of income for the six months ended June 30, 2016 give effect to the C&S and C1 
Mergers as if these transactions had been completed on January 1, 2015.  

As required, these unaudited pro forma combined consolidated financial statements include adjustments which give effect to the events that 
are directly attributable to the mergers and are factually supportable. In addition, the accompanying unaudited pro forma combined income 
statement does not include any pro forma adjustments to reflect expected costs savings or restructuring actions which may be achievable or the 
impact of any non-recurring activity and one time transaction related costs.  



 

The following unaudited pro forma combined consolidated financial statements are provided for informational purposes only. The unaudited 
pro forma combined consolidated financial statements are not necessarily, and should not be assumed to be, an indication of the results that would 
have been achieved had the transaction been completed as of the dates indicated or that may be achieved in the future. The preparation of the 
unaudited pro forma combined consolidated financial statements and related adjustments require management to make certain assumptions and 
estimates. The unaudited pro forma combined consolidated financial statements should be read together with: (i) the accompanying notes to the 
unaudited pro forma combined consolidated financial statements, (ii) the Company’s separate unaudited historical consolidated financial 
statements and accompanying notes as of and for the six months ended June 30, 2016 included in the Company’s Quarterly Report on Form 10-Q 
for the quarter ended June 30, 2016, incorporated by reference herein, and (iii) C&S’ separate unaudited historical consolidated financial statements 
and accompanying notes as of June 30, 2016 and for the three months and six months ended June 30, 2016, included in Exhibit 99.1 of the 
Company’s Current Report on Form 8-K filed on the date hereof.  



 

Unaudited Pro Forma Combined Consolidated Balance Sheet  
As of June 30, 2016  

  

    
Ozarks 

Historical    
C&S 

Historical    

C&S 
Pro Forma 

Adjustments   
C1 

Historical    

C1 
Pro Forma 

Adjustments   
Pro Forma 
Combined  

     (Dollars in thousands)  
Assets             
Cash and due from banks    $ 800,583    $ 93,421    $ (12,336) (a)    $ 193,177    $ (26) (A)    $ 1,074,819  
Federal funds sold and interest earning assets      5,943      —         —         —         —         5,943  

Cash and cash equivalents      806,526      93,421      (12,336)      193,177      (26)      1,080,762  
Investment securities      824,399      499,513      4,063 (b)      10,434      (28) (K)      1,338,381  
Non-purchased loans and leases      8,214,900      3,119,079      (3,119,079) (c)      1,377,498      (1,377,498) (B)      8,214,900  
Purchased loans      1,515,104      —         3,119,079 (c)      —         1,377,498 (B)      5,873,100  

         (68,789) (d)        (42,125) (C)   
             (27,667) (D)   

Allowance for loan and lease losses      (65,133)     (42,395)     42,395 (e)      (7,272)     7,272 (E)      (65,133) 
Net loans      9,664,871      3,076,684      (26,394)      1,370,226      (62,520)      14,022,867  

Premises and equipment, net      305,475      73,621      32,684 (f)      64,125      15,696 (F)      491,601  
Foreclosed assets      23,328      6,653      (170) (g)      21,118      (880) (G)      49,562  
Accrued interest receivable      35,256      9,763      (206) (k)     3,962      (134) (K)      48,641  
Bank owned life insurance      348,033      86,377      —         36,226      —         470,636  
Goodwill      126,289      44,514      (44,514) (h)      249       (249) (H)      663,397  

         350,768 (h)        186,340 (H)   
Other intangible assets, net      23,615      12,289      (12,289) (i)      588       (588) (I)      65,043  

         33,554 (i)        7,874 (I)   
Deferred income taxes      75,947      27,438      7,970 (j)      1,193      11,429 (J)      123,977  
Other, net      45,840      21,755      (2,668) (k)     8,880      (3,972) (K)      69,835  

Total assets    $12,279,579    $3,952,028    $ 330,462     $1,710,178    $ 152,942     $18,425,189  

Liabilities and Stockholders’ Equity             
Deposits:             

Demand non-interest bearing    $ 1,647,825    $ 499,748    $ —       $ 358,704      —       $ 2,506,277  
Savings and interest bearing transaction      5,135,981      1,550,959      —         659,091      —         7,346,031  
Time      3,411,266      1,244,035      11,813 (l)      266,192      2,779 (L)      4,936,085  

Total deposits      10,195,072      3,294,742      11,813       1,283,987      2,779       14,788,393  
Repurchase agreements      53,997      —         —         —         —         53,997  
Other borrowings      42,053      150,000      —         209,000      2,558 (M)      403,611  
Subordinated notes      222,324      —         —         —         —         222,324  
Subordinated debentures      117,962      —         —         —         —         117,962  
Accrued interest payable and other liabilities      88,059      16,624      21,369 (m)      5,961      10,437 (N)      142,450  

Total liabilities      10,719,467      3,461,366      33,182       1,498,948      15,774       15,728,737  
Stockholders’ equity:             

Common stock      907       369       210 (a)      16,101      94 (A)      1,211  
         (369) (n)        (16,101) (O)  

Additional paid-in capital      755,782      375,796      787,732 (a)      148,122      348,304 (A)      1,891,818  
         (375,796) (n)        (148,122) (O)  

Retained earnings      785,126      109,813      (109,813) (n)      47,007      (47,007) (O)     785,126  
Accumulated other comprehensive income      15,106      4,684      (4,684) (n)      —         —         15,106  

Total stockholders’ equity before 
noncontrolling interest      1,556,921      490,662      297,280       211,230      137,168       2,693,261  

Noncontrolling interest      3,191      —         —         —         —         3,191  
Total stockholders’ equity      1,560,112      490,662      297,280       211,230      137,168       2,696,452  

Total liabilities and stockholders’ 
equity    $12,279,579    $3,952,028    $ 330,462     $1,710,178    $ 152,942     $18,425,189  

Common shares outstanding (thousands)      90,745        20,984         9,371       121,100  



                                 

Unaudited Pro Forma Combined Consolidated Income Statement  
For the Six Months Ended June 30, 2016  

  

    
Ozarks 

Historical   
C&S 

Historical    

C&S 
Pro forma 

Adjustments   
C1 

Historical   

C1 
Pro forma 

Adjustments   
Pro Forma
Combined 

     (Dollars in thousands)  
Interest income:              

Loans and leases, including purchased loans    $ 240,780    $ 81,821     $ 7,499 (o)    $ 40,620    $ 2,041 (P)    $ 372,761  
Investment securities      11,871      6,224       —         7       —         18,102  
Other      19       305       —         590       —         914  

Total interest income      252,670      88,350       7,499       41,217      2,041       391,777  
Interest expense:              

Deposits      18,063      9,550       (1,452) (p)     3,004      (323) (Q)     28,842  
Repurchase agreements      42       —         —         —           42  
Other borrowings      595       56       —         2,034      (630) (R)      2,055  
Subordinated notes      283       —         —         —         —         283  
Subordinated debentures      2,132      —         —         —         —         2,132  

Total interest expense      21,115      9,606       (1,452)      5,038      (953)      33,354  
Net interest income      231,555      78,744       8,951       36,179      2,994       358,423  

Provision for loan and lease losses      6,851      4,626       —         (1,336)     —         10,141  
Net interest income after provision      224,704      74,118       8,951       37,515      2,994       348,282  

Non-interest income              
Service charges on deposit accounts      15,776      6,527       —         1,206      —         23,509  
Mortgage lending income      3,341      1,020       —         —         —         4,361  
Trust income      3,080      —         —         —         —         3,080  
Bank owned life insurance income      5,605      1,337       —         497       —         7,439  
Other income from purchased loans, net      7,651      —         —         —         —         7,651  
Gains (losses) on sales of other assets      2,025      2,036       —         1,708      —         5,769  
Other      5,119      3,426       —         671       —         9,216  

Total non-interest income      42,597      14,346       —         4,082      —         61,025  
Non-interest expense:              

Salaries and employee benefits      48,282      23,160       —         10,624      —         82,066  
Net occupancy and equipment      16,918      6,177       772 (q)      3,908      354 (S)      28,129  
Other operating expenses      33,414      19,138       2,397 (r)      9,897      656 (T)      65,502  

Total non-interest expenses      98,614      48,475       3,169       24,429      1,010       175,697  
Income before taxes      168,687      39,989       5,782       17,168      1,984       233,610  

Provision for income taxes      62,497      14,286       2,260 (s)      6,919      775 (U)      86,737  
Net income (loss)      106,190      25,703       3,522       10,249      1,209       146,873  

Net income attributable to noncontrolling interest      (28)     —         —         —         —         (28) 
Net income available to common 

stockholders    $ 106,162    $ 25,703     $ 3,522     $ 10,249    $ 1,209     $ 146,845  

Basic earnings per common share:              
Earnings (loss) per share    $ 1.17     $ 0.70       $ 0.64       $ 1.21  
Weighted average shares outstanding (thousands)     90,708      36,969         16,101        121,063  

Diluted earnings per common share:              
Earnings (loss) per share    $ 1.16     $ 0.63       $ 0.64       $ 1.21  
Weighted average shares outstanding (thousands)     91,268      40,908         16,101        121,623  



                                

Notes to Unaudited Pro Forma Combined Consolidated Financial Information  
As of and for the Six Months Ended June 30, 2016  

  

  

  

  

  

(a) This represents the C&S merger consideration of $800.3 million, consisting of 20,983,815 of common stock issued at the closing price of 
$37.55 on July 20, 2016 and $12.3 million of cash withheld for taxes. 

(b) Includes Ozarks’ adjustment of C&S’ held-to-maturity investment securities portfolio to estimated fair value. 
(c) This adjustment is to reclassify the non-purchased loans and leases to purchased loans and leases. 
(d) Includes Ozarks’ adjustment to record C&S’ loan portfolio and foreclosed assets at estimated fair value. The estimated purchase accounting 

adjustment for the acquired loan portfolio is comprised of approximately $33.9 million of non-accretable credit adjustments, approximately 
$87.3 million of accretable interest rate adjustments and $52.4 million of reversals of C&S discounts and net deferred fees. 

(e) Includes the elimination of C&S’ allowance for loan losses. 
(f) Includes the fair value adjustment of C&S’ premises and equipment based on independent third party appraisals net of the write-down of 

certain leasehold improvements, signage and certain computer equipment. 
(g) This adjustment represents the adjustment to record acquired foreclosed assets at fair value. 
(h) This adjustment represents the estimated purchase price allocation for C&S, assuming the transaction closed on June 30, 2016, and is 

calculated as follows (in thousands): 

Total purchase price    $ 800,278  
Less: equity at book value      (490,662) 
Elimination of allowance for loan losses      (42,395) 
Current and deferred taxes      (7,970) 
Estimated transaction costs and contract buyouts      21,369  
Reversal of previously recorded core deposit intangible      12,289  
Reversal of previously recorded goodwill      44,514  
Allocated to:   

Investment securities - HTM      (4,063) 
Loans and foreclosed assets      68,959  
Premises and equipment      (32,684) 
Core deposit intangible      (33,554) 
Other assets      2,874  
Time deposits      11,813  

Goodwill    $ 350,768  

(i) This adjustment includes the core deposit intangible asset to be recorded, net of the elimination of previously recorded core deposit 
intangible. 

(j) This adjustment includes current and deferred income tax assets and liabilities recorded to reflect the differences in the carrying values of the 
acquired assets and the assumed liabilities for financial reporting purposes and the cost basis for federal income tax purposes. 

(k) Includes Ozarks’ estimate of the write-off of certain other assets to estimated fair value in the C&S merger transaction. 
(l) Includes the write-up of assumed time deposits in the C&S merger transaction to reflect a current market rate of interest. 
(m) This adjustment represents the accrual of certain costs and contract buyouts incurred in connection with the merger transaction. The details 

of such amounts are as follows (in thousands): 

Financial advisor fee    $ 8,118  
Estimated employment contract costs      6,816  
Estimated contract termination costs      4,709  
Estimated attorneys and accountants fees      182  
Other transaction costs      1,544  

Total transaction costs    $21,369  

(n) This adjustment represents the elimination of the historical equity of C&S. 
(o) This adjustment includes Ozarks’ estimate of the expected accretion that would have been recorded in the first six months of 2016 assuming 

the C&S merger transaction closed on January 1, 2015 and using a weighted average maturity of approximately 6.7 years. The estimated 
accretion adjustments, net of C&S’ discount and deferred fees, are approximately $25.1 million in year 1, approximately $12.9 million in year 2, 
approximately $7.1 million in year 3, approximately $4.6 million in year 4, approximately $2.4 million in year 5 and approximately $8.1 million 
thereafter. 



  

  

  

(p) This adjustment includes Ozarks’ estimate of the expected accretion of the fair value adjustment on assumed time deposits that would have 
been recorded during the first six months of 2016 assuming the C&S merger transaction closed on January 1, 2015 and using a weighted-
average maturity of approximately 1.2 years. The estimated accretion adjustments are approximately $5.7 million in year 1, approximately $2.6 
million in year 2, approximately $2.0 million in year 3, approximately $1.3 million in year 4, and approximately $0.2 million in year 5. 

(q) This represents the estimated increase in depreciation expense during the first six months of 2016 related to the pro forma adjustment to 
premises and equipment from the C&S merger transaction, assuming the transaction closed on January 1, 2015. 

(r) This represents the expected amortization during the first six months of 2016 of the core deposit intangible acquired in the C&S merger 
transaction, assuming the transaction closed on January 1, 2015. The estimated useful life is estimated to be seven years. 

(s) This represents income tax expense on the pro forma adjustments at Ozarks’ statutory federal and state income tax rate of 39.09%. 

(A) This represents the C1 merger consideration of $376.1 million, consisting of 9,370,587 of common stock issued at the closing price of $37.18 
on July 21, 2016 net of the shares redeemed in exchange for the Brazilian Loans plus cash paid for de minimis and fractional shares. 

(B) This adjustment is to reclassify the non-purchased loans and leases to purchased loans and leases. 
(C) This adjustment represents Ozarks’ estimate of the necessary write-down of C1’s loan portfolio and foreclosed assets to estimated fair value. 

The estimated purchase accounting adjustment for the acquired loan portfolio is comprised of approximately $18.9 million of non-accretable 
credit adjustments, approximately $31.9 million of accretable interest rate adjustments and partially offset by the elimination of $8.6 million of 
C1 discounts and net deferred fees. 

(D) The adjustment represents the sale of the Brazilian Loans in exchange for common shares issued as a part of the C1 merger consideration. 
(E) This adjustment represents the elimination of C1’s allowance for loan losses. 
(F) This adjustment represents the estimated fair value adjustment of C1’s premises and equipment, including the write-down of certain 

leasehold improvements, signage and computer equipment. 
(G) This adjustment represents the adjustment to record acquired foreclosed assets at fair value. 
(H) This adjustment represents the estimated purchase price allocation for C1, assuming the transaction closed on June 30, 2016, and is 

calculated as follows (in thousands): 

Total purchase price    $ 376,091  
Less: equity at book value      (211,230) 
Elimination of allowance for loan losses      (7,272) 
Current and deferred taxes      (11,429) 
Estimated transaction costs and contract buyouts      10,437  
Elimination of previously recorded core deposit intangible      588  
Elimination of previously recorded goodwill      249  
Allocated to:   

Loans and foreclosed assets      43,005  
Premises and equipment      (15,696) 
Core deposit intangible      (7,874) 
Other assets      4,134  
Time deposits      2,779  
Other borrowings      2,558  

Goodwill    $ 186,340  

(I) This adjustment includes the core deposit intangible asset to be recorded, net of the elimination of previously recorded core deposit 
intangible. 

(J) This adjustment includes current and deferred income tax assets and liabilities recorded to reflect the differences in the carrying values of the 
acquired assets and the assumed liabilities for financial reporting purposes and the cost basis for federal income tax purposes. 

(K) This adjustment represents the write down of certain other assets to estimated fair value. 
(L) This adjustment represents the estimated write-up of assumed time deposits to reflect a current market rate of interest. 
(M) This adjustment represents the estimated write-up of assumed other borrowings to reflect a current market rate of interest. 



  

  

(Back To Top) 

(N) This adjustment represents the accrual of certain costs and contract buyouts expected to be incurred in connection with the merger 
transaction. The details of such amounts are as follows (in thousands): 

Financial advisor fee    $ 5,139  
Estimated employment contract and other employee costs      3,849  
Estimated attorneys and accountants fees      172  
Other transaction costs      1,277  

Total transaction costs    $10,437  

(O) This adjustment represents the elimination of the historical equity of C1. 
(P) This adjustment includes Ozarks’ estimate of the expected accretion that would have been recorded in the first six months of 2016 assuming 

the C1 merger transaction closed on January 1, 2015 and using a weighted average maturity of approximately 7.2 years. The estimated 
accretion adjustments, net of C1’s discount and deferred fees, are approximately $7.6 million in year 1, approximately $3.7 million in year 2, 
approximately $2.1 million in year 3, approximately $1.6 million in year 4, approximately $1.1 million in year 5 and approximately $7.2 million 
thereafter. 

(Q) This adjustment includes Ozarks’ estimate of the expected accretion of the fair value adjustment on assumed time deposits that would have 
been recorded during the first six months of 2016 assuming the C1 merger transaction closed on January 1, 2015 and using a weighted-
average maturity of approximately 1.1 years. The estimated accretion adjustments are approximately $1.3 million in year 1, approximately $0.6 
million in year 2, approximately $0.4 million in year 3, approximately $0.2 million in year 4, and approximately $0.1 million in year 5 and $0.2 
million thereafter. 

(R) This adjustment represents the amount of accretion on other borrowings assumed from C1 that would have been recorded in the first six 
months of 2016 assuming the transaction closed on January 1, 2015. The estimated accretion adjustments are approximately $1.5 million in 
year 1, approximately $1.3 million in year 2, approximately $1.0 million in year 3, approximately $0.6 million in year 4, and approximately $0.1 
million in year 5 and $0.1 million thereafter. 

(S) This represents the estimated increase in depreciation expense during the first six months of 2016 related to the pro forma adjustment to 
premises and equipment from the C1 merger transaction, assuming the transaction closed on January 1, 2015. 

(T) This represents the expected amortization during the first six months of 2016 of the core deposit intangible acquired in the C1 merger 
transaction, assuming the transaction closed on January 1, 2015. The estimated useful life is estimated to be six years. 

(U) This represents income tax expense on the pro forma adjustments at Ozarks’ statutory federal and state income tax rate of 39.09%. 


