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Item 8.01 Other Information.

On October 19, 2015, Bank of the Ozarks, Inc. (* Ozarks’) announced the signing of a definitive agreement and plan of merger (“Merger
Agreement”) with Community & Southern Holdings, Inc. (“C&S") whereby Ozarks would acquire C& S and its wholly-owned bank subsidiary,
Community & Southern Bank (collectively, the “Merger”). The terms of the Merger and the Merger Agreement are more fully described in Ozarks Current
Report on Form 8-K dated October 19, 2015.

We arefiling herewith historical audited financial statements of C& S and unaudited pro forma combined consolidated financial information of
Ozarksand C&S. The proposed Merger has not yet been consummated and there can be no assurance that the transaction will be consummated as
contemplated. The proposed Merger is expected to be completed late in the first quarter of 2016 or in the second quarter of 2016, subject to approvals by
C& S stockhol ders and Ozarks shareholders, respectively, receipt of required regul atory and other approvals and satisfaction of closing conditions.

For further information relating to the proposed Merger, please see Ozarks Current Report on Form 8-K dated October 19, 2015.

ADDITIONAL INFORMATION

This communication is being madein respect of the proposed merger transaction involving Ozarks and C& S. This communication does not
constitute an offer to sell or the solicitation of an offer to buy any securities or asolicitation of any vote or approval. In connection with the proposed
merger, Ozarks filed with the SEC aregistration statement on Form S-4 on December 4, 2015 that includes ajoint proxy statement of Ozarks and C& S and
aprospectus of Ozarks. Ozarks also plansto file other documents with the SEC regarding the proposed merger transaction. BEFORE MAKING ANY
VOTING OR INVESTMENT DECISION, INVESTORS ARE URGED TO READ THE JOINT PROXY STATEMENT/PROSPECTUS REGARDING THE
PROPOSED TRANSACTION AND ANY OTHER RELEVANT DOCUMENTS CAREFULLY IN THEIR ENTIRETY WHEN THEY BECOME AVAILABLE
BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION ABOUT THE PROPOSED TRANSACTION. Thejoint proxy statement/prospectus, as
well as other filings containing information about Ozarks and C& S, will be available without charge, at the SEC's Internet site (http://www.sec.gov).
Copies of thejoint proxy statement/prospectus and the filings with the SEC that will be incorporated by reference in thejoint proxy statement/prospectus
can also be obtained, when available, without charge from Ozarks' website at http://www.bankozarks.com under the Investor Relations tab.

Ozarksand C& S, and certain of their respective directors, executive officers and other members of management and employees may be deemed to
be participants in the solicitation of proxies from the shareholders of C& S and Ozarks in respect of the proposed merger transaction. Information
concerning such participants' ownership of common stock of Ozarks and C& S and any additional information regarding the interests of such
participants will be included in the joint proxy statement/prospectus and other relevant documents regarding the proposed merger transaction filed with
the SEC when they become available.

CAUTION ABOUT FORWARD-LOOKING STATEMENTS

Thisfiling and the reports Ozarks files with the SEC contain certain forward-looking information about Ozarks and C& S that isintended to be
covered by the safe harbor for “forward-looking statements” provided by the Private Securities Litigation Reform Act of 1995. All statements other than
statements of historical fact are forward-looking statements. In some cases, you can identify forward-looking statements by words such as “ may,”
“hope,” “will,” “should,” “expect,” “plan,” “anticipate,” “intend,” “believe,” “estimate,” “ predict,” “ potential,” “continue,” “could,” “future” or the
negative of those terms or other words of similar meaning. These forward-looking statements include, without limitation, statements relating to the terms
and closing of the proposed transaction between Ozarks and C& S, the proposed impact of the merger on Ozarks' financial results, including any
expected increase in Ozarks' book value and tangible book value per common share and any expected increase in diluted earnings per common share,
acceptance by C& S customers of Ozarks' products and services, the opportunities to enhance market share in certain markets, expectations regarding
branch consolidation, if any, market acceptance of Ozarks generally in new markets, and the integration of C& S operations. Y ou should carefully read
forward-looking statements, including statements that contain these words, because they discuss the future expectations or state other “forward-
looking” information about Ozarks and C& S. A number of important factors could cause actual results or eventsto differ materially from those indicated
by such forward-looking statements, many of which are beyond the parties' control, including the parties’ ability to consummate the transaction or
satisfy the conditions to the completion of the transaction, including the receipt of shareholder approval, the receipt of regulatory approvalsrequired for
the transaction on the terms expected or on the anticipated schedule; the parties’ ability to meet expectations regarding the timing, completion and
accounting and tax treatments of the transaction; the possibility that any of the anticipated benefits of the proposed merger will not be realized or will not
be realized within the expected time period; the risk that integration of C& S operations with those of Ozarks will be materialy delayed or will be more
costly or difficult than expected; the failure of the proposed merger to close for any other reason; the effect of the announcement of the merger on
employee and customer relationships and operating results (including, without limitation, difficultiesin maintaining relationships with employees and
customers); dilution caused by Ozarks' issuance of additional shares of its common stock in connection with the merger; the possibility that the merger
may be more expensive to complete than anticipated, including as aresult of unexpected factors or events; general competitive, economic, political and
market conditions and fluctuations; and the other factors described in Ozarks’ Annual Report on Form 10-K for the fiscal year ended December 31, 2014
and in its most recent Quarterly Reports on Form 10-Q filed with the SEC. Ozarks assumes no obligation to update the information in this communication,
except as otherwise required by law. Readers are cautioned not to place undue reliance on these forward-looking statements, all of which speak only as
of the date hereof.
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Item 9.01 Financial Statementsand Exhibits.
(@ Financial Statements.

Audited financial statements of Community & Southern Holdings, Inc. as of December 31, 2014 and 2013 and as of December 31, 2013 and 2012,
and the notes related thereto, are filed herewith as Exhibits 99.1 and 99.2, respectively, and incorporated in this Item 9.01(a) by reference.

Unaudited financial statements of Community & Southern Holdings, Inc. for the nine months ended September 30, 2015, and the notes related
thereto, are filed herewith as Exhibit 99.3, and incorporated in this Item 9.01(a) by reference.

(b) ProForma Combined Financial Information.



Unaudited pro forma combined consolidated financial statements of Bank of the Ozarks, Inc. for the year ended December 31, 2014 and the nine
months ended September 30, 2015 are filed herewith as Exhibit 99.4, and incorporated in this Item 9.01(b) by reference.

(c) Not Applicable
(d) Exhibits: The following exhibits are being filed with this Current Report on Form 8-K.

Exhibit
No. Document Description
21 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 (previoudly 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).

231 Consent of PricewaterhouseCoopers LLP



Exhibit

No.

99.1
99.2
99.3
99.4

Document Description
Community & Southern Holdings, Inc. audited consolidated financial statementsfor the year ended December 31, 2014 and 2013.
Community & Southern Holdings, Inc. audited consolidated financial statements for the year ended December 31, 2013 and 2012.
Community & Southern Holdings, Inc. unaudited consolidated financial statements for the nine months ended September 30, 2015.

Unaudited pro formacombined consolidated financial statements of Bank of the Ozarks, Inc. for the year ended December 31, 2014 and the
nine months ended September 30, 2015



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: December 4, 2015 /s/ Greg L. McKinney

Greg L. McKinney
Chief Financia Officer and Chief Accountina Officer



EXHIBIT INDEX

Exhibit
No. Document Description
21 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 (previoudly 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 thisreference).
231 Consent of PricewaterhouseCoopersLLP
9.1 Community & Southern Holdings, Inc. audited consolidated financial statements for the year ended December 31, 2014 and 2013.
99.2 Community & Southern Holdings, Inc. audited consolidated financial statements for the year ended December 31, 2013 and 2012.
99.3 Community & Southern Holdings, Inc. unaudited consolidated financial statements for the nine months ended September 30, 2015.
99.4 Unaudited pro formacombined consolidated financial statements of Bank of the Ozarks, Inc. for the year ended December 31, 2014 and the
nine months ended September 30, 2015
(Back To Top)

Section 2: EX-23.1 (EX-23.1)

Exhibit 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (No. 333-203388) and Form S-8 (Nos. 333-204268, 333-
204266, 333-32173, 333-74577, 333-32175, 333-68596, 333-183909, 333-183910, 333-194720, 333-194721) of Bank of the Ozarks, Inc. of our reports dated
March 25, 2015 and March 25, 2014 relating to the consolidated financial statements and the effectiveness of internal control over financial reporting of
Community & Southern Holdings, Inc. which appear in this Current Report on Form 8-K of Bank of the Ozarks, Inc.

/sl PricewaterhouseCoopersLLP

Atlanta, Georgia
December 4, 2015

(Back To Top)
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Exhibit 99.1

COMMUNITY & SOUTHERN HOLDINGS, INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
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Management’s Report on Internal Controls

Report of Independent Auditor

Consolidated Balance Sheets — December 31, 2014 and 2013

Consolidated Statements of Income for the years ended December 31, 2014 and 2013

Consolidated Statements of Comprehensive Income for the years ended December 31, 2014 and 2013
Consolidated Statements of Shareholders’ Equity for the years ended December 31, 2014 and 2013
Consolidated Statements of Cash Flows for the years ended December 31, 2014 and 2013

Notes to Consolidated Financial Statements— (Audited)

O©ooO~NOOUTBDNBE



MANAGEMENT'SREPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Community & Southern Holdings, Inc.’s (the “ Company”) internal control over financial reporting is a process effected by those charged with
governance, management, and other personnel, designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of reliable financial statements in accordance with accounting principles generally accepted in the United States of America. The Company’s
assessment was conducted to meet the reporting requirements of Section 112 of the Federal Deposit Insurance Corporation Improvement Act (FDICIA),
and included controls over the preparation of financial statements in accordance with accounting principles generally accepted in the United States of
America and with the regulatory reporting requirements associated with Form FR Y-9C, Form FR Y-9L P, and the Consolidated Reports of Condition and
Income. An entity’sinternal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of recordsthat, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the entity; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statementsin accordance with accounting principles generally accepted in the
United States of Americaand financial statements for regulatory reporting purposes, and that receipts and expenditures of the entity are being made only
in accordance with authorizations of management and those charged with governance; and (3) provide reasonabl e assurance regarding prevention, or
timely detection and correction of unauthorized acquisition, use, or disposition of the entity’s assets that could have amaterial effect on the financial
statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent, or detect and correct misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changesin conditions, or that
the degree of compliance with the policies and procedures may deteriorate.

Management is responsible for establishing and maintaining effective internal control over financial reporting, including controls over the preparation of
regulatory financial statements. Management assessed the effectiveness of the Company’ sinternal control over financial reporting as of December 31,
2014, based on the framework set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control— ntegrated
Framework (2013). Based on that assessment, management concluded that, as of December 31, 2014, the Company’sinternal control over financial
reporting, including controls over the preparation of regulatory financial statements, is effective based on the criteriaestablished in Internal Control—
Integrated Framework (2013).

Management’ s assessment of the effectiveness of internal control over financial reporting, including controls over the preparation of regulatory financial
statements, as of December 31, 2014, has been audited by PricewaterhouseCoopers, an independent public accounting firm, as stated in their report
dated March 25, 2015.

Community & Southern Holdings, Inc.
March 25, 2015

/sl Patrick M. Frawley
Patrick M. Frawley
Chief Executive Officer

/s/ Anthony P. Valduga
Anthony P. Valduga
Chief Financial Officer

/9 James C. Musselwhite
James C. Musselwhite
Controller




Independent Auditor’s Report

To the Board of Directors of Community & Southern Holdings, Inc.

We have audited the accompanying consolidated financial statements of Community & Southern Holdings, Inc. and its subsidiaries (the “Company”),
which comprise the consolidated bal ance sheets as of December 31, 2014 and 2013 and the related consolidated statements of income, comprehensive
income, shareholder’s equity and cash flows for the years then ended. We al so have audited the Company’ sinternal control over financial reporting as
of December 31, 2014 based on criteria established in Internal Control— ntegrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

Management’'s Responsibility

The Company’ s management is responsible for the preparation and fair presentation of the consolidated financial statementsin accordance with
accounting principles generally accepted in the United States of America, for maintaining internal control over financial reporting including the design,
implementation, and maintenance of controls relevant to the preparation and fair presentation of the consolidated financial statementsthat are free from
material misstatement, whether due to error or fraud, and for its assertion about the effectiveness of internal control over financial reporting, included in
the accompanying Management’s Report on Internal Control over Financial Reporting.

Auditor’s Responsibility

Our responsibility isto express an opinion on the consolidated financial statements and an opinion on the Company’sinternal control over financial
reporting based on our audits. We conducted our audits of the consolidated financial statements in accordance with auditing standards generally
accepted in the United States of Americaand our audit of internal control over financial reporting in accordance with attestation standards established
by the American Institute of Certified Public Accountants. Those standards require that we plan and perform the audits to obtain reasonabl e assurance
about whether the consolidated financial statements are free from material misstatement and whether effective internal control over financial reporting
wasmaintained in all material respects.

An audit of financial statementsinvolves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on our judgment, including assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control relevant to the company’s preparation
and fair presentation of the consolidated financial statementsin order to design audit procedures that are appropriate in the circumstances. An audit of
internal control over financial reporting involves obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, and testing and eval uating the design and operating effectiveness of internal control based on the assessed risk. Our audits also
included performing such other procedures as we considered necessary in the circumstances. We believe that the audit evidence we obtained is
sufficient and appropriate to provide a basis for our opinions.

Definition and Inherent Limitations of Internal Control Over Financial Reporting

A company’sinternal control over financial reporting is a process effected by those charged with governance, management, and other personnel,
designed to provide reasonabl e assurance regarding the preparation of reliable financial statementsin accordance with accounting principles generally
accepted in the United States of America.



B
pwc

Because management’ s assessment and our audit were conducted to meet the reporting requirements of Section 112 of the Federal Deposit Insurance
Corporation Improvement Act (FDICIA), our audit of Company’sinternal control over financial reporting included controls over the preparation of
financial statements in accordance with accounting principles generally accepted in the United States of Americaand with theinstructionsto the
Consolidated Financial Statements for Bank Holding Companies (Form FR Y-9C). A company’sinternal control over financial reporting includes those
policies and proceduresthat (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (ii) provide reasonabl e assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and those charged with governance; and (iii) provide reasonable assurance regarding prevention
or timely detection and correction of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent, or detect and correct misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changesin conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Community &
Southern Holdings, Inc. and its subsidiaries at December 31, 2014 and 2013, and the results of their operations and their cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2014, based on criteria established in Internal Control—
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

/sl PricewaterhouseCoopersLLP
March 25, 2015

PricewaterhouseCoopers LLP, 10 Tenth Street, Suite 1400, Atlanta, GA 30300-3851
T: (678) 419 o000, F: (678) 419 1239, www,pw.com; us



Community & Southern Holdings, Inc.
Consolidated Balance Sheets
December 31, 2014 and 2013

(In thousands of dollars, except share data)

Assets
Cash and due from banks
Investment securities available-for-sale (amortized cost of $441,728 and $432,945, respectively)
Investment securities hel d-to-maturity (market value of $86,460 and $77,527, respectively)
Loans held for sale
Loans held for investment (including $304,877 and $378,937 covered under FDIC loss share agreements, respectively)
Allowance for loan losses
Loans, net of allowance for loan losses
Premises and equipment
Other real estate owned (including $12,817 and $46,999 covered under FDIC loss share agreements, respectively)
FDIC loss share receivable
Goodwill
Other intangible assets
Bank owned lifeinsurance
Other assets

Total assets

Liabilitiesand Shareholders Equity
Liabilities
Deposits
Noninterest-bearing
Interest-bearing
Total deposits
Other borrowings
Other liabilities
Totd liabilities
Shareholders' equity
Common stock ($0.01 par value; 100,000,000 shares authorized; 36,949,266 shares issued and outstanding as of
December 31, 2014 and 2013, respectively)
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income
Total shareholders’ equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part of these consolidated financial statements.
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2014 2013
$ 203,956 $ 217,071
444,883 433,037
82,903 75,680
1,981 1,967
2,422,287 1,762,637
(37,910) (30,535)
2,384,377 1,732,102
64,617 61,962
14,363 47,793
34,464 108,267
23,084 11,740
9,738 8,554
62,424 58,999
73,784 47,848
$ 3,400,574 $ 2,805,020
$ 365,084 $ 279,795
2,470,942 1,960,159
2,836,026 2,239,954
78,905 95,183
50,573 46,048
2,965,504 2,381,185
369 369
372,670 370,139
59,461 52,617
2,570 710
435,070 423,835
$ 3,400,574 $ 2,805,020




Community & Southern Holdings, Inc.
Consolidated Statements of Income
For the Years Ended December 31, 2014 and 2013

(In thousands of dollars)

Interest income

Interest and fees on loans

Interest and dividends on investment securities
Interest on other earning assets

Total interest income
Interest expense
Deposits
Other borrowings

Total interest expense

Net interest income
Provision for credit losses

Net interest income after provision for credit |osses

Noninterest income
Service charges on deposit accounts
Investment securities gains, net
Gain on acquisition
Other

Total noninterest income

Noninterest expense

Salaries and employee benefits

Occupancy and equipment expense

Expense on |oans and other real estate owned

Other real estate owned and repossession |osses, net
Amortization expense

FDIC loss share receivabl e val uation adjustments
FDIC loss share receivable amortization

Other

Total noninterest expense

Income before income taxes
Income tax expense (benefit)

Net income

The accompanying notes are an integral part of these consolidated financial statements.
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2014 2013
$ 141958  $ 124,485
13,045 10,042
343 664
155,346 135,191
13,035 11,572
1,602 1,907
14,637 13,479
140,709 121712
8,954 1,206
131,755 120,506
11,185 10,996
1,341 2,532
2,278 —
7,068 11,355
21,872 24,883
46,784 45,375
11,345 11,340
4,087 6,135
3,162 4,715
3,058 2,309
7,766 7,138
42,806 28,222
29,426 23,153
148,434 128,387
5193 17,002
(1,651) 3,812
$ 684 $ 13190




Community & Southern Holdings, Inc.
Consolidated Statements of Comprehensive Income
For the Years Ended December 31, 2014 and 2013

(In thousands of dollars)

2014 2013
Net Income $6,844  $13,190

Components of other comprehensiveincome/ (10ss):

Unrealized gains/ (losses) on available-for-sale investment securities arising during period (net of $1,530 and $2,566 tax,
respectively) 2,874 (4,691)
Reclassification adjustment for net investment securities gains realized in earnings (net of $456 and $861 tax, respectively) (885) (1,671)
Amortization of unrealized gains on investment securities transferred from avail able-for-sale to held-to-maturity (129) (126)
1,860 (6,488)

Total other comprehensiveincome/ (loss)
$8704  $ 6,702

Comprehensiveincome

The accompanying notes are an integral part of these consolidated financial statements.
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Community & Southern Holdings, Inc.
Consolidated Statements of Shareholders Equity
For the Years Ended December 31, 2014 and 2013

(In thousands of dollars)

Balanceat January 1, 2013
Net income
Change in accumulated other comprehensive income
Stock-based compensation expense

Balance at December 31, 2013
Net income
Change in accumulated other comprehensive income
Stock-based compensation expense

Balance at December 31, 2014

Accumulated

Additional Other Total
Common Paid-in Retained Comprehensive Shareholders’
Stock Capital Earnings Income (L 0ss) Equity
$ 369 $ 366,642 $ 39,427 $ 7,198 $ 413,636
— — 13,190 — 13,190
— — — (6,488) (6,488)
— 3,497 — — 3,497
369 370,139 52,617 710 423,835
_ — 6,844 — 6,844
— — — 1,860 1,860
— 2,531 — — 2,531
$ 369 $ 372,670 $ 59,461 $ 2,570 $ 435,070

The accompanying notes are an integral part of these consolidated financial statements.
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Community & Southern Holdings, Inc.
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2014 and 2013

(In thousands of dollars)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to cash provided by operating activities:
Net amortization/accretion of premiums and discounts
Provision for credit losses
Other real estate owned and repossession |osses, net
Stock-based compensation expense
Deferred income tax benefit
Depreciation, amortization and accretion
Gain on acquisitions
Securities gains, net
Net changein loans held for sale
Net changein FDIC loss share receivable
Increase in cash surrender value of bank owned life insurance
Net changein other assets
Net change in other liabilities
Net cash provided by operating activities
Cash flowsfrom investing activities
Net change in loans held for investment (originations, net of principal repayments)
Purchases of investment securities available-for-sale
Proceeds from maturities and calls of investment securities available-for-sale
Proceeds from sales of investment securities available-for-sale
Proceeds from calls and maturities of investment securities hel d-to-maturity
Purchases of investment securities held-to-maturity
Purchases of premises and equipment
Disposals of premises and equipment
Other adjustmentsin other real estate owned
Proceeds from sales of other real estate owned
Net cash acquired from acquisitions
Net cash used in investing activities
Cash flowsfrom financing activities
Net change in deposits
Proceeds from other borrowings
Repayment of other borrowings
Net cash provided by (used in) financing activities
Changein cash and due from banks
Beginning of period
End of period

Supplemental disclosure of cash flow information

Transfers of loans to other real estate owned

Cash paid for interest

Cash paid for income taxes

Change in unrealized gain on investment securities available-for-sale

The accompanying notes are an integral part of these consolidated financial statements.
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2014 2013
$ 684 $ 13190
(44,196) (55,731)
8,954 (1,206)
3,162 4,715
2,531 3,497
(21,782) (17,305)
3,545 3,109
(2,278) —
(1,341) (2532)
(14) 22,179
73,803 128,133
(607) (1,437)
2,232 (14,420)
(8,055) 23,025
22,798 105,217
(375,579) (317,407)
(117,579) (225,698)
78,784 99,950
109,552 44,272
3,253 1472
(10,871) (10,940)
(1,907) (3,667)
1,620 2,500
5,928 15,734
40,935 91,857
74,801 201,313
(190,971) (100,614)
174,058 12,979
70,000 215,000
(89,000) (230,000)
155,058 (2,021)
(13,115) 2,582
217,071 214,489
$ 203956  $ 217,071
$ 1532  $ 37,273
14,187 13516
18,544 15,742
3,062 (9,788)



Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2014 and 2013
(Inthousands of dollars, except share data)

1.  Summary of Significant Accounting Policiesand Nature of Business

Community & Southern Holdings, Inc. (the “ Company”), headquartered in Atlanta, Georgia, is aregistered bank holding company with two banking
subsidiaries: Community & Southern Bank (“CSB”) which operates branches throughout the Atlanta, Georgia metro area and northern Georgia and
Community & Southern Risk Management, Inc. (“CSB Risk Management”) a captive insurance company established with the specific objective of
insuring risks for the Company and a group of member banks. CSB is the parent company of CSB Investments, Inc. (“CSB Investments’) and was
formerly the parent of, Acru Wealth, LLC (“Acru”). CSB Investmentsis a Nevada corporation which owns all of theinvestment securities of the
Company. Acruwas a Georgialimited liability company acquired on July 20, 2012 in connection with the acquisition of First Cherokee State Bank
(“FCSB”) and dissolved on May 7, 2014. The Company was organized on September 18, 2009, as a Delaware corporation, with no activity until
January 29, 2010. CSB was organized as a Georgia-state chartered bank and opened on January 29, 2010. As used herein, “the Company” refersto
Community & Southern Holdings, Inc., except where the context requires otherwise.

Natur e of Business

CSB offers full-service banking services designed to meet the needs of retail and commercial customersin the marketsin which it operates, with afocus
on the resolution of assets acquired from the Federal Deposit Insurance Corporation (“FDIC"). The services offered include transaction and savings
deposit accounts, commercial and consumer lending, asset management and full-service investment securities brokerage through a third-party provider
and other activitiesrelated to commercial banking. Acru historically provided insurance products, trust services and access to various other investment
products and services through non-bank affiliated, registered third parties. During 2013, the Company discontinued offering these products and services
through Acru and transferred all custody accountsto an outside third party in early 2014. The Company and CSB are subject to the regulations of certain
federal and state agencies and are periodically examined by those regulatory agencies.

Basis of Presentation and Consolidation

The accounting and reporting policies of the Company and its subsidiaries are in accordance with accounting principles generally accepted in the United
States of America (“US GAAP") and also conform to general industry practices. All intercompany accounts and transactions have been eliminated in
consolidation. Assets and liabilities of purchased companies are stated at estimated fair values at the date of acquisition. Results of operations of
companies purchased are included from the date of acquisition. Certain reclassifications have been made to prior period amounts to conform to the
current period presentation.

Use of Estimatesin the Preparation of Financial Statements

The preparation of consolidated financial statements requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent liabilities at the date of the consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. Material estimates that are particularly susceptible to significant
change include:

*  Determination of the allowance for loan losses (“ALL"), reserve for unfunded lending commitments, and provision for credit |osses

* Incometaxes, including tax provisions and realization of deferred tax assets
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*  Determination of fair values of acquired assets and liabilities
* Lossestimatesrelated to acquired |oans and other real estate owned (“OREQ”)
*  Goodwill and other intangible assets, including assessment of impairment

*  Vauation of OREO

Cash and Duefrom Banks

Cash and due from banks includes cash on hand, interest-bearing demand depositsin other banks and amounts due from banks. Cash on hand is defined
as having maturities of three months or less, and accordingly, the carrying amount of these instruments is deemed to approximate fair value.

The Company is required to maintain reserve balances in cash or on deposit with the Federal Reserve Bank to meet regulatory reserve and clearing
regquirements.

Investment Securities

The Company classifies debt and equity investment securities into three categories: trading, held-to-maturity and available-for-sale.

Management determines the appropriate classification of investment securities at the time of purchase. Debt investment securities are classified as held-
to-maturity when the Company has the positive intent and ability to hold the investment securities to maturity. Held-to-maturity investment securities are
carried at amortized cost.

Investment securities classified astrading are held principally for resalein the near term and are recorded at fair value. Gains or losses, either unrealized
or realized, are reported in noninterest income. At December 31, 2014 and 2013, the Company had no investment securities classified as trading.

Investment securities not classified as either held-to-maturity or trading are classified as available-for-sale. Investment securities available-for-sale are
stated at fair value, with the unrealized gains and losses, net of tax, reported as a separate component of accumulated other comprehensiveincomein the
Consolidated Statements of Comprehensive Income.

The amortized cost of debt investment securities classified as either held-to-maturity or available-for-saleis adjusted for amortization of premiums and
accretion of discounts to maturity, or in the case of mortgage-backed securities, over the estimated life of the security. Such amortization is considered
an adjustment to yield on the security and included in interest income from investments. Interest and dividends are included in interest and dividends on
investment securities in the Consolidated Statements of Income.

Gains and losses realized from the sal es of investment securities are determined by specific identification and are included in noninterest income.
Available-for-sale and held-to-maturity investment securities are reviewed quarterly for potential impairment. The Company determines whether it hasthe
intent to sell adebt security or whether it is more likely than not it will be required to sell the debt security before the recovery of its amortized cost basis.
If either condition is met, the Company will recognize an impairment loss necessary to reduce the carrying val ue of the debt security to fair value. For all
other debt investment securities for which the Company does not expect to recover the entire amortized cost basis of the security and do not meet either
condition, an other-than-temporary loss is considered to have occurred and the Company records the credit |oss portion of impairment in earnings and
the impairment related to all other factorsin other comprehensive income/(l10ss).
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LoansHeld for Sale

Loans held for sale represent mortgage loans originated or acquired by the Company with the intent to sell and are measured at the lower of cost or fair
value.

LoansHeld for Investment

Loans held for investment are reported at the principal amount outstanding, net of the allowance for loan losses, net of deferred loan fees and costs, and
any discounts received or premiums paid on purchased non-impaired |oans. Deferred fees, costs, discounts and premiums are amortized over the
estimated life of the loan primarily using the effective interest method. Interest income on loans is recognized as earned and is computed using the
effective interest method. The Company does not anticipate prepaymentsin applying the interest method.

Loans are considered past due or delinquent when the contractual principal or interest duein accordance with the terms of the loan agreement or any
portion thereof remains unpaid after the due date of the scheduled payment. L oans are placed on non-accrual status when it becomes probabl e that
interest is not fully collectible, generally when the loan becomes 90 days past due. Once loans are placed on non-accrual status, previously accrued but
unpaid interest isreversed from interest income, and the accrual of interest incomeis suspended. Future payments received are applied to the principal
balance of the loan. If and when borrowers demonstrate the sustained ability to repay such loans in accordance with the loan’s contractual terms of a
loan, the loan may be returned to accrual status. L oans which become 90 days past due are reviewed for collectability of principal. Principal amounts
deemed uncollectible are charged off against the ALL (unless such loans are in the process of modification, collection through repossession, or
foreclosure.)

Purchased Credit-lmpaired L oans

Purchased credit-impaired (“PCI”) loans are those | oans acquired with evidence of deterioration of credit quality since origination for whichitis
probable, at acquisition, that the Company will be unable to collect all contractually required payments receivable. The Company groups PCI loansinto
pools based upon common risk characteristics and periodically re-estimates expected cash flows. Estimated fair values for acquired loans are based upon
adiscounted cash flows methodology that considers various factors including the type of loan, collateral, credit quality, fixed or variable interest rate,
historical payment performance, term of loan and whether or not the loan was amortizing, and a discount rate reflecting effective yield of the pool.

Interest income on PCI loansis recognized through accretion of the difference between the recorded investment of the loan pool and the gross expected
cash flows, from such pool, on alevel-yield basis over the loans’ estimated life. For loan pools where the recorded investment has been fully recovered,

income isrecognized as cash isreceived utilizing the cost recovery method. PCI |oans accounted for within apool are excluded from being classified as

non-accrual when the Company can reasonably estimate cash flows.

Impaired Loans

The Company considers aloan to be impaired when, based upon current information and events, it believesit is probable that the Company will be
unableto collect all amounts due according to the contractual terms of the |oan agreement. Management reviews all impaired loans individually to
determineif a specific allowance based upon the borrower’s overall financial condition, resources and payment record, support from guarantors and the
realizable value of any collateral is necessary. Specific allowances are based upon discounted cash flows using aloan’sinitial effective interest rate or
the net realizable value of the collateral for collateral-dependent loans. If the recorded investment in the impaired loan exceedsitsfair value, avaluation
allowanceis required as acomponent of the ALL. Interest income on impaired loans is recorded on a cash basis once the loan’s principal has been fully
recovered.
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Troubled Debt Restructurings

A restructuring of debt constitutes atroubled debt restructuring (“TDR”) if the Company, for economic or legal reasons related to aborrower’s financial
difficulties, grants a concession to a borrower that it would not otherwise consider. Concessions granted generally involve forgiving or forbearing a
portion of interest or principal on any loans or making loans at arate that isless than that of market rates. Prior to modifying aborrower’sloan terms, the
Company performs an evaluation of the borrower’s financial condition and ability to service under the potential modified loan terms. If aloan is accruing
at the time of modification, the loan remains on accrual status and is subject to the Company’s charge-off and non-accrual policies. If aloan ison non-
accrual beforeit is determined to be a TDR, then the loan remains on non-accrual. TDRs may be returned to accrual statusif there has been a sustained
period of repayment performance by the borrower. Generally, however, once aloan becomesa TDR, it is probable that the loan will be reported asa TDR
for thelife of theloan. TDRs are considered by the Company to be impaired | oans.

Modified PCI loans accounted for within apool are not subject to TDR guidance and are not removed from the pool even if the modification would
otherwise be considered a TDR. PCI loans accounted for individually continue to be subject to the TDR reporting provisions.

Allowancefor Loan L osses (Excluding PCI Loans)

The allowance for loan losses (“ALL") represents management’s estimate of probable and reasonably estimable credit lossesincurred in loans held for
investment as of the balance sheet date. The estimate of the ALL is based upon management’s evaluation of the loan portfolio including such factors as
past loan loss experience, known and inherent risks in the portfolio, adverse situations that may affect the borrower’s ability to repay (including the
timing of future payments), the estimated value of any underlying collateral, composition of the loan portfolio, current market and economic conditions,
borrower’s payment status, internal credit risk ratings and other relevant factors. This evaluation isinherently subjective asit requires material estimates
including the amounts and timing of future cash flows expected to be received on impaired loans that may be susceptible to significant change. Loans
are charged off when management believes that the ultimate collectability of the loan isunlikely. Allocation of the ALL may be made for specific loans,
but the entire allowance is available for any loan that, in management’s judgment, is deemed to be uncollectible. The ALL isincreased by provisions
charged to expense and decreased by actual charge-offs, net of recoveries.

The ALL adequacy assessment begins with a process of estimating probable and reasonably estimabl e credit losses incurred within the loan portfolio.
These estimates are established by category and based upon the Company’sinternal system of credit risk ratings and historical loss data. The estimate
of probable and reasonably estimable credit losses incurred within the loan portfolio may then be adjusted for management’ s estimate of additional
probable and reasonably estimable credit losses as aresult of specific credit exposures, trendsin delinquent and nonaccrual loans, aswell as other
factors such as prevailing economic conditions, lending strategies, and other influencing factors. For acquired loans that do not meet the definition of
PCI loans, an allowance is recorded once estimated credit |0sses exceed the remaining unamortized purchase discount.

Allowancefor Purchased Credit-Impaired Loan L osses

The Company also maintainsan ALL on PCI loans. To determine the allowance for PCI loans, the Company periodically re-estimates cash flows expected
to be collected on these loans. These cash flow evaluations are inherently subjective as they require material estimates, all of which may be susceptible
to significant change in future periods. A declinein gross expected cash flows for a pool of loans resultsin impairment and is recorded
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through a charge to provision for credit losses during the period. Improvement in gross expected cash flows for a pool of loans, once any previously
recorded impairment is recaptured, is recognized prospectively as an adjustment to the yield on the loans in the pool. Charge-offs on PCI loans are first
applied against any remaining purchase discount until such discount is exhausted. Subsequent charge-offsare applied to the ALL.

Reservefor Unfunded L ending Commitments

The Company also estimates probabl e and reasonably estimable credit |osses related to unfunded lending commitments, such as letters of credit and
binding unfunded loan commitments. Unfunded lending commitments are analyzed and segregated by risk similar to funded |oans based upon the
Company’sinternal credit risk ratings. These risk classifications, in combination with an analysis of historical |0ss experience, existing economic
conditions, and any other pertinent information, result in the estimation of the reserve for unfunded lending commitments. The unfunded commitment
reserveisreported in the Consolidated Balance Sheet within other liabilities while the change in the reserveis reported within the provision for credit
losses for originated loans within the Consolidated Statements of Income.

Premises and Equipment

Premises and equipment are stated at cost |ess accumulated depreciation and amortization. Depreciation and amortization are computed by the straight-
line method and are expensed over the estimated useful lives of the assets, which range from 20 to 50 years for premises and 3 to 10 years for furniture,
software and equipment. L easehold improvements are amortized over the terms of the respective |eases or the useful lives of theimprovements,
whichever is shorter. Gains and losses on dispositions are recorded in other noninterest income. Premises and equipment are eval uated for impairment
whenever events or changes in circumstances indicate that the carrying value of the asset may not be recoverable. Maintenance and repairs are charged
to occupancy and equipment expense as incurred.

OREO

OREO includes assets that have been acquired in satisfaction of debt through foreclosure. OREO isrecorded at the lower of cost or fair value, minus
estimated costs to sell. Subsequent to foreclosure, losses resulting from the periodic revaluation of the property are charged to net income and a new
carrying valueis established. Any gains or losses realized at the time of disposal are reflected in the Consolidated Statements of Income.

FDIC Loss Share Receivable

The FDIC loss share receivable results from | oss share agreementsin FDIC-assisted transactions which are measured separately from the related covered
assets as they are not contractually embedded in those assets and are not transferable should the Company choose to dispose of the covered assets.
The FDIC loss share receivabl e represents expected reimbursements from the FDIC for |osses on covered assets.

Pursuant to the terms of the loss share agreements, covered assets are subject to stated loss thresholds or loss tranches, as outlined in each loss share
agreement, whereby the FDIC will reimburse the Company for certain |osses in accordance with each respective |oss share agreement. The Company will
reimburse the FDIC for its share of recoveries with respect to losses for which the FDIC paid the Company areimbursement under the loss share
agreement. The FDIC' s obligation to reimburse the Company for losses with respect to covered assets begins with the first dollar of lossincurred.
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The FDIC loss share receivable was recorded at its estimated fair value at the time each FDI C-assisted transaction was consummated. Subsequent
accounting for the FDIC loss share receivable is closely related to the accounting for the underlying, covered assets and is recorded as an
indemnification asset under the guidance for identifiable assets and liabilities acquired in a business combination. The Company re-estimates the gross
expected indemnification asset cash flows in conjunction with the periodic re-estimation of cash flows on covered |oans accounted for under the
guidance related to acquired loans with deteriorated credit quality. Improvements in cash flow expectations on covered loans generally result in arelated
decline in the expected indemnification cash flows. The resultant decrease in the value of the FDIC |oss share receivabl e is reflected as an adjustment to
itslevel-yield basis amortization over the lesser of the contractual term of the indemnification agreement and the remaining life of the indemnified assets.
Conversely, declinesin gross cash flow expectations on covered loans generally result in an increase in expected indemnification cash flows. The
resultant increase in the value of the FDIC loss share receivableis reflected immediately in earnings to the extent that a previously recorded valuation
allowance isreversed; otherwise, the increase in the value of the FDIC loss share receivableis reflected as an adjustment to itslevel-yield basis
amortization over the lesser of the contractual term of the indemnification agreement and the remaining life of the indemnified assets.

For covered OREO, additional FDIC loss share receivable may be established as subsequent write-downs to OREO occur or as gains and |osses on sales
of OREO are recognized.

Goodwill and Other Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of net assets acquired in a business combination. Goodwill is not amortized but
tested for impairment on an annual basis, or more often, if events or circumstancesindicate there may be impairment. Goodwill impairment existswhen a
reporting unit’s carrying value of goodwill exceedsitsimplied fair value, which is determined through a two-step impai rment test. Authoritative guidance
governing the testing of indefinite lived intangible assets for impairment allows the option to first assess Goodwill by utilizing qualitative factorsin
determining if itismore likely than not that carrying value exceeds fair value. If, through thisanalysis, it is determined that it is more likely than not that
carrying value exceeds fair value, then the next step, referred to as Step 1, requires estimation of the fair value of the reporting unit. If the fair value of the
reporting unit exceeds its carrying value, no further testing isrequired. If the carrying value exceeds the fair value, further analysisisrequired to
determine whether an impairment charge must be recorded based upon the implied fair value of goodwill and, if so, the amount of such charge. A
qualitative assessment was performed on the Company’s one reporting unit as of September 30, 2014. Qualitative factorsindicated that it was more likely
than not that the fair value of the Company’s goodwill exceeded its carrying value. As such, Step 1 testing was not required. Additionally, no triggering
events were identified since the analysis was performed on September 30, 2014.

Asaresult of the Company’s acquisitions, identifiable intangibl e assets were recorded representing the estimated val ue of core deposits assumed. The
Company amortizes the intangible assets ratably over their estimated useful lives. All intangible assets are periodically reviewed for reasonableness and
are evaluated for impairment whenever events or changesin circumstances indicate the carrying amount of the assets may not be recoverable.

Bank Owned Life Insurance

Bank Owned Life Insurance (“BOLI") islong-term life insurance on the lives of certain employees where the insurance policy benefits and ownership are
retained by the employer. To date, the Company has purchased life insurance policies on certain senior officers. BOLI isrecorded at the cash surrender
value that can be adjusted for charges due at settlement at the balance sheet date. The cash value accumulation on BOLI is permanently tax deferred if
the policy isheld to the insured person’s death.
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Other Assets

Other assetsinclude investmentsin the Federal Home Loan Bank of Atlanta (“FHLBA”) stock, prepaid expenses, net tax assets (current and deferred),
and accrued interest receivable. The FHLBA requires member banks to purchase stock as a condition of membership and other criteriaincluding the
amount of advances outstanding. FHLBA stock is generally redeemabl e based upon guidelines established by the issuing bank. Theinvestmentsin
FHLBA stock arereported at cost and evaluated for impairment based upon the ultimate recoverability of the par value. Prepaid expenses are payments
made by the Company for servicesto be received in the near future. While the Company initially records these as assets, their value is expensed, as
incurred, when the benefit isreceived. Accrued interest represents the interest that has been earned from aborrowers’ |oan or investment securities but
not yet received.

Other Liabilities

Other liabilities include the FDIC clawback liability, the unfunded commitment reserve, accrued interest on deposits and other payables. The FDIC
clawback liability represents a reimbursement the Company may be required to pay the FDIC if actual losses are less than certain threshol ds established
in each |oss share agreement. Accrued interest on deposits representsinterest that has been earned and payabl e to depositors. Other payables are
expensesincurred by the Company for services received that will be paid in the near future.

Income Taxes

Income tax expense is based upon income before income taxes and generally differs from income taxes paid due to deferred income taxes and benefits
arising from income and expenses being recognized in different periods for financial and income tax reporting purposes, as well as permanent differences,
such as gains on acquisitions. The Company uses the asset and liability method to account for deferred income taxes. The objective of the asset and
liability method isto establish deferred tax assets and liabilities for the temporary differences between the financial reporting basis and the income tax
basis of the Company’s assets and liabilities at the effective rates expected to be in effect when such amounts are realized or settled. The Company
evaluates the realization of deferred tax assets based upon all positive and negative evidence available at the balance sheet date. Realization of deferred
tax assetsis based upon the Company’sjudgments, including taxable income within any applicable carryback periods, future projected taxable income,
reversal of taxable temporary differences and other tax-planning strategies to maximize realization of the deferred tax assets. A valuation allowanceis
recognized for adeferred tax asset if, based upon the weight of available evidence, it is morelikely than not that some portion or all of the deferred tax
asset will not berealized. In computing the income tax provision or benefit, the Company evaluates the technical merits of itsincome tax positions based
upon current legislative, judicial and regulatory guidance.

The Company continually monitors and evaluates the potential impact of current events on the estimates used to establish income tax expense and
income tax liabilities. The Company and its subsidiary file a consolidated federal income tax return and separate state income tax returns based upon
current tax law, positions taken by various tax auditors within the jurisdictions that the Company isrequired to file income tax returns, aswell as potential
or pending audits or assessments by such tax auditors. If the Company incursinterest and/or penalties related to income tax mattersit will report them as
apart of income tax expense.

Pension Accounting

The Company maintains an unfunded, noncontributory, nonqualified supplemental executive retirement plan (“ SERP’) that covers key executives. The
plan provides defined benefits based upon afixed cash benefits
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schedule. The Company adopted authoritative guidance for employers’ accounting for pensions which require accounting for the SERP using the
actuarial model and requires the recognition of the overfunded or underfunded status of a defined benefit postretirement plan as an asset or liability on
the Consolidated Balance Sheets.

Other Comprehensive lncome

Other comprehensive income is defined as the change in shareholders' equity during the period from transactions and other events and circumstances
from nonowner sources. Accumulated other comprehensive income includes the reclassification for realized gains and losses from investment securities
sales during the period, the unrealized holding gains and losses from investment securities available-for-sale and the amortization of unrealized gainson
investment securities transferred from avail able-for-sal e to held-to-maturity.

Stock-based Compensation

The Company grants stock options and other equity awards to purchase its common stock to certain key officers/femployees and directors. Stock
options are for afixed number of shares with an exercise price equal to the fair value of the shares at the grant date. Stock-based compensation expense
isrecognized in the Consolidated Statements of Income on a straight-line basis over the vesting period. In addition, the Company estimates the number
of awards for which vesting is probable and adjusts compensation cost accordingly. As compensation expense is recognized, a deferred tax asset is
recorded that represents an estimate of the future tax deduction from exercise. At the time that stock-based awards are exercised, cancelled, or expire, the
Company may be required to recognize an adjustment to income tax expense.

Fair Values

US GAAP requires the use of fair valuesin determining the carrying values of certain assets and liabilities, aswell as for specific disclosures. Fair value
is defined asthe exit price that would be received to sell an asset or transfer aliability in an orderly transaction between willing market participants at the
measurement date. When determining the fair value measurements for assets and liabilities, the Company considers the principal or most advantageous
market in which those assets or liabilities are sold and considers assumptions that market participants would use when pricing those assets or liabilities.

Individual fair value estimates are classified on athree-tiered scale based upon the relative reliability of the inputs used in the valuation. Fair values
determined using Level 1 inputsrely on active and observable marketsto price identical assetsor liabilities. In situations where identical assets and
liabilities are not traded in active markets, fair values may be determined based upon Level 2 inputs, which are used when observable data exists for
similar assets and liabilities. Fair values for assets and liabilities that are not actively traded in observable markets are based upon Level 3 inputs, which
are considered to be unobservable. Certain financial assets and liabilities are eligible for measurement at fair value with changesin fair value recognized
in the income statements each period. Upon inception, the Company elected not to measure any assets and liabilities at fair value other than those
otherwise required to be measured at fair value.

Acquisitions

The Company applies the acquisition method of accounting for all business combinations. The acquirer is the entity that obtains control of one or more
businesses in the business combination and the acquisition date is the date the acquirer achieved control. The acquirer recognizes the fair value of
assets acquired, liabilities assumed and any non-controlling interest in the acquiree at the acquisition date. If the fair value of assets purchased exceeded
the fair value of liabilities assumed, it resultsin a“gain on acquisition”. If the consideration given
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exceedsthe fair value of the net assets received, goodwill is recognized. Generally, fair values are subject to refinement for up to one year after the
closing date of an acquisition asinformation relative to closing date fair values becomes availabl e (the “ measurement period”). During the measurement
period, the Company may recognize adjustmentsto the initial amounts recorded asif the accounting for the business combination had been completed at
the acquisition date. Adjustments are typically recorded as aresult of new information received after the acquisition date that is necessary to identify
and measure identifiable assets acquired and liabilities assumed. In many cases, the determination of acquisition-date fair values requires management to
make estimates about discount rates, future expected cash flows, market conditions, and other future eventsthat are highly subjectivein nature and
subject to change.

Thefollowing is a description of the methods used to determine the fair values of significant assets and liabilities acquired:

Cash and Due from Banks

The carrying amount of these assetsis expected to reasonably approximate fair value given the short-term nature of the assets.

Federal Funds Sold

The carrying amount of federal funds sold is expected to reasonably approximate fair value based upon the short-term nature of the asset.

Investment Securities Available-for-sale

Thefair value of investment securities is determined by quoted market prices at the time of acquisition.

Loans

Thefair value of acquired loansis estimated upon a discounted cash flow methodology that considered factors including the type of loans and related
collateral, classification status, fixed or variable interest rate, loan term, whether or not the loan was amortizing, and amarket discount rate reflecting risks
inherent in the acquired loans, including potential prepayments. The fair value of acquired loansincludes both arate-based val uation mark, representing
the carrying value of discount required to establish the appropriate effective yield for acquired |oans, as well as a credit-based val uation mark
representing the val uation adjustment applied to acquired loans related to credit loss assumptions.

Other Real Estate Owned

Thefair value of other real estate owned is estimated based upon the value that management expects to receive when the property is sold, net of related
costs of disposal.

Core Deposit Intangibles

Thefair value of core deposit intangiblesis estimated based upon a discounted cash flow methodol ogy that gave appropriate consideration to expected
customer attrition rates, cost of the deposit base, and the net maintenance cost attributable to customer deposits.
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Premises and Equipment

Thefair value of premises and equipment is estimated based upon independent appraisals.

Other Assets

Other assets generally include accrued interest that has been earned on borrowers' loans or investment securities not yet received and prepaid expenses.
The carrying value of these assets is expected to reasonably approximate fair value.

Deposits

Thefair values used for the noninterest-bearing deposits that comprise the transactions accounts acquired closely approximate the amount payable on
demand at the acquisition date and thus reasonably approximate fair value. The fair value of interest-bearing depositsis estimated based upon a
discounted cash flow methodology. The discount rateis estimated using the rates currently offered for deposits of similar remaining maturities.

Deferred Tax Assets and Liabilities

Deferred tax assets and liabilities are temporary differences between the carrying amount of an asset or aliability recognized in the Consolidated Balance
Sheets and the related tax basis for the asset or liability using enacted tax ratesin effect for the year in which the difference are expected to be recovered.

Other Liabilities

Other liabilities generally include accrued interest on deposit accounts and additional accounts held in escrow. The carrying value of these liabilitiesis
expected to reasonably approximate fair value.

Operating Segments

Accounting standards require that information be reported about a company’s operating segments using a “ management approach.” Reportable
segments are identified in these standards as those revenue-producing components for which separate financial information is produced internally and
which are subject to evaluation by the chief operating decision maker. While the chief operating decision maker monitors the revenue streams of the
various products and services, operations are managed and financial performance is evaluated on a Company-wide basis. Operating segments are
aggregated into one as operating resultsfor all segments are similar. Accordingly, all of the financial service operations are considered by management
to be aggregated in one reportabl e operating segment.

Recent Accounting Pronouncements

In February 2013, the FASB issued ASU 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income. The ASU requires companies to present information about reclassification adjustments from accumulated other comprehensive
income in asingle note or on the face of the financial statements. Additionally, companies are to disclose, by component, reclassifications out of
accumulated other comprehensive income and their effects on the respective lineitems on net income and other disclosures currently required under U.S.
GAAP. The ASU is effective prospectively for fiscal years beginning on or after December 15, 2012. The adoption of this ASU did not have a material
impact on the Company’sfinancial condition or results of operations.
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In January 2014, the FASB issued ASU 2014-01, Investments — Equity Method and Joint Ventures (Topic 323): Accounting for Investmentsin Qualified
Affordable Housing Projects. The ASU permits reporting entities to make an accounting policy election to account for their investmentsin qualified
affordable housing projects using the proportional amortization method if certain conditions are met. Under the proportional amortization method, an
entity amortizestheinitial cost of the investment in proportion to the tax credits and other tax benefits received and recognizes the net investment
performance in the income statement as a component of income tax expense (benefit). The ASU should be applied retrospectively to al periods
presented. A reporting entity that uses the effective yield method to account for itsinvestmentsin qualified affordable housing projects before the date
of adoption may continue to apply the effective yield method for those preexisting investments. The ASU is effective for annual periods beginning after
December 15, 2014. Early adoption is permitted. The adoption of this ASU is not expected to have a material impact on the Company’sfinancial condition
or results of operations.

In January 2014, the FASB issued ASU 2014-04, Receivables— Troubled Debt Restructurings by Creditors (Subtopic 310-40): Reclassification of
Residential Real Estate Collateralized Consumer Mortgage Loans upon Foreclosure. The ASU clarifies that an in substance repossession or
foreclosure occurs, and a creditor is considered to have received physical possession of residential real estate property collateralizing a consumer
mortgage loan, upon either (1) the creditor obtaining legal title to the residential real estate property upon completion of aforeclosure or (2) the borrower
conveying al interest in theresidential real estate property to the creditor to satisfy that |oan through completion of adeed in lieu of foreclosure or
through asimilar legal agreement. Additionally, the ASU requires annual disclosure of both (1) the amount of foreclosed residential real estate property
held by the creditor and (2) the recorded investment in consumer mortgage loans collateralized by residential real estate property that are in the process
of foreclosure according to local requirements of the applicable jurisdiction. This ASU is effective for fiscal periods beginning after December 15, 2014.
This ASU is not expected to have amaterial impact on the Company’s financial condition or results of operations.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers. The ASU provides a five-step revenue recognition model for all
revenue arising from contracts with customer and affects all entities that enter into contracts to provide goods or services to their customers (unless the
contracts are included in the scope of other standards). The ASU requires an entity to recognize the revenue to depict the transfer of promised goods or
servicesto customersin an amount that reflects the consideration to which the entity expectsto be entitled in exchange for those goods and services.
This ASU is effective for annual reporting periods beginning after December 15, 2016. The Company is evaluating the effect of adopting this ASU, but
does not expect the adoption of this guidance to have a material impact on the Company’s financial condition or results of operations.

In June 2014, the FASB issued ASU 2014-11, Transfers and Servicing (Topic 860): Repurchase-to-Maturity Transactions, Repurchase Financings, and
Disclosures. The ASU makes amendments to the current guidance on accounting for certain repurchase agreements and expands disclosure
reguirements for certain transfers of financial assets accounted for as sales or as secured borrowings. The accounting changesin this ASU are effective
for annual reporting periods beginning after December 15, 2014. The Company is evaluating the effect of adopting this ASU, but does not expect the
adoption of this ASU to have amaterial impact on the Company’s financial condition or results of operations.

In August 2014, the FASB issued ASU 2014-14, Receivables— Troubled Debt Restructurings by Creditors (Subtopic 310-40): Classification of Certain
Government-Guaranteed Mortgage Loans Upon Foreclosure — a consensus of the FASB Emerging | ssues Task Force. This ASU reduces diversity in
practice with regards to the classification of foreclosed mortgage loans that are fully or partially guaranteed under government programs.
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Greater consistency in classification of such mortgage |oans upon foreclosure is expected to provide more decision-useful information about a creditor’'s
foreclosed mortgage loans that are expected to be recovered, at least in part, through government guarantees. This ASU is effective for annual periods
beginning after December 15, 2014 with earlier adoption permitted for companies which have already adopted the ASU. This ASU is not expected to have
asignificant impact on the Company’s financial conditions or results of operations.

2. Acquisitions
Verity Capital Group
On April 16, 2014, the Company acquired 100% of the outstanding shares of Verity Capital Group (“Verity”), abank holding company headquartered in

Winder, Georgia, for cash consideration of $27,243. The acquisition provided the Company with an opportunity to expand its banking presencein
Northeast Georgia.

Upon consummation of the acquisition, Verity was merged with and into the Company, with the Company as the surviving entity in the merger. Shortly
thereafter, Verity's wholly-owned banking subsidiary, Verity Bank, was also merged with and into CSB. Verity Bank had atotal of two banking locations
located in northeast Georgia. The table below presents a summary of the assets acquired and liabilities assumed as aresult of the Verity acquisition:

Carrying Value Purchase As Recorded
Acquired Adjustments by CSB
Assets
Cash and due from banks $ 13,846 $ — $ 13,846
Investment securities 28,044 61 28,105
Loans, net 111,661 (987) 110,674
Premises and equipment 4,514 (311) 4,203
Intangible assets — 1,871 1,871
Deferred tax assets 1,463 (116) 1,347
Other assets 2,511 (372 2,139
Total assets acquired $ 162,039 $ 146 $ 162,185
Liabilities
Deposits
Noninterest-bearing $ 12,966 $ — $ 12,966
Interest-bearing 128,585 98 128,683
Total deposits 141,551 98 141,649
Other liabilities 279 — 279
Total liabilities assumed $ 141,830 $ 98 $ 141,928
Net identifiable assets acquired $ 20,257
Cash consideration transferred to Verity 27,243
Goodwill $ 6,986

The acquisition of Verity resulted in the recognition of $6,986 in goodwill, none of which is deductible for tax purposes. The goodwill arose primarily asa
result of the expected synergies from combining the operations of Verity with the Company.
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The loans acquired had gross contractual amounts receivable of $136,626. At the acquisition date, the Company’s current estimate of expected cash
flowsto be collected was $131,297.

Eastside Commercial Bank

On July 18, 2014, Eastside Commercial Bank (“Eastside”) was placed into receivership with the FDIC upon its closure by the Georgia Department of
Banking and Finance. CSB purchased certain assets (primarily performing loans) and assumed substantially all of the deposits of Eastside from the FDIC,
as Receiver of Eastside, in order to expand CSB's banking presencein Georgia. CSB did not enter into any loss sharing agreement withthe FDIC in
connection with the Eastside transaction. Eastside operated two commercial banking branches in northeast Georgia. The table below presents a summary
of the assets and liabilities purchased in the Eastside acquisition:

As Recorded Assets Received Purchase As Recorded
by Eastside from FDIC Adjustments by CSB
Assets
Cash and due from banks $ 26,694 $ 69,591 $ — $ 96,285
Duefrom/ (to) FDIC — — — —
Investment securities 13,903 — (89) 13,814
Loans, net 52,747 — (2,039) 50,708
Premises and equipment 76 — (52) 24
Intangible assets — — 784 784
Other assets 439 — — 439
Total assets acquired $ 93,859 $ 69,591 $ (1,396) $ 162,054
Liabilities
Deposits
Noninterest-bearing $ 45270 $ — $ — $ 45270
Interest-bearing 112,835 — — 112,835
Total deposits 158,105 — — 158,105
Deferred tax liability — — 1,450 1,450
Other liabilities 221 — — 221
Total liabilities assumed $ 158,326 $ — $ 1,450 $ 159,776
Excess of assets assumed over liabilities acquired $  (64,467) $ 69,591 $ (2,846)
Gain on acquisition of Eastside $ 2,278

The acquisition of Eastside resulted in a bargain purchase gain of $2,278, which isincluded in “gain on acquisition” within the Consolidated Statements
of Income. The gain represents the excess of the estimated fair value of the assets acquired (including cash payments received from the FDIC) over the
estimated fair value of the liabilities assumed and is influenced significantly by the FDIC-assisted transaction process.

Theloans acquired had gross contractual amounts receivable of $56,505. At the acquisition date, CSB’s current estimate of expected cash flowsto be
collected was $55,189.
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Alliance Bancshares, Inc.

On August 20, 2014, CSB acquired 100% of the outstanding shares of Alliance Bancshares (“Alliance”), abank holding company headquartered in
Dalton, Georgia, for cash consideration of $20,943. The acquisition provided CSB with an opportunity to expand its banking presencein Northwest
Georgia.

Upon consummation of the acquisition, Alliance was merged with and into the Company, with CSB as the surviving entity in the merger. Shortly
thereafter, Alliance’ s wholly-owned banking subsidiary, Alliance National Bank, was also merged with and into CSB. Alliance National Bank had a total
of two banking locations located in Northwest Georgia.

The table below presents a summary of the assets acquired and liabilities assumed as aresult of the Alliance acquisition:

Carrying Value Purchase As Recor ded
Acquired Adjustments by CSB
Assets
Cash and due from banks $ 12,947 $ — $ 12,947
Investment securities 38,983 242 39,225
Loans, net 92,783 (2,705) 90,078
Other real estate owned 2,202 (929) 1,273
Premises and equipment 2,814 148 2,962
Intangible assets — 1,375 1,375
Deferred tax assets 2,585 900 3,485
Other assets 3,567 13 3,580
Total assets acquired $ 155,881 $ (956) $ 154,925
Liabilities
Deposits
Noninterest-bearing $ 21,557 $ — $ 21,557
Interest-bearing 100,703 — 100,703
Total deposits 122,260 — 122,260
Other borrowings 4,000 — 4,000
Other liabilities 12,080 — 12,080
Total liabilities assumed $ 138,340 $ — $ 138,340
Net identifiable assets acquired $ 16,585
Cash consideration transferred to Alliance 20,943
Goodwill $ 4,358

The acquisition of Alliance resulted in the recognition of $4,358 in goodwill, none of which is deductible for tax purposes. The goodwill arose primarily as
aresult of the expected synergies from combining the operations of Alliance with CSB.

Theloans acquired had gross contractual amounts receivable of $105,900. At the acquisition date, CSB’s current estimate of expected cash flowsto be
collected was $100,924.
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Essex Bank

On November 8, 2013, CSB purchased Essex Bank’s (“Essex”) Georgia banking franchise, which was comprised of four bank branches located in
Loganville, Snellville, Grayson and Covington, Georgia, for cash consideration of $2,569. The purchase provided CSB with an opportunity to expand its
banking presence in Georgia.

The table below presents a summary of the assets and liabilities purchased from Essex:

Carrying Value Purchase As Recor ded
Acquired Adjustments by CSB
Assets
Cash and due from banks $ 187,940 $ — $ 187,940
Premises and equipment 5,174 (43) 5,131
Intangible assets — 1,214 1,214
Other assets 191 — 191
Total assets acquired $ 193,305 $ 1,171 $ 194,476
Liabilities
Deposits
Noninterest-bearing $ 15,869 $ — $ 15,869
Interest-bearing 177,301 192 177,493
Total deposits 193,170 192 193,362
Other liahilities 135 — 135
Total liabilities assumed $ 193,305 $ 192 $ 193,497
Net identifiable assets acquired $ 979
Cash consideration transferred to Essex 2,569
Goodwill $ 1,590

The acquisition of the Essex branches resulted in the recognition of $1,590 in goodwill, which isfully deductible for tax purposes. The goodwill arose
primarily asaresult of the expected synergies from combining the operations of the Essex branches with the Company.

Acquisitions Prior to 2013

Prior to 2013, CSB acquired seven financia institutions in FDI C-assisted transactions. In conjunction with these FDI C-assisted acquisitions, the
Company entered into loss share agreements with the FDIC such that CSB and the FDIC will share in the losses on assets covered under the loss share
agreements until the agreements expire as discussed below.
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Theloss share agreements applicable to single family residential mortgage loans and related foreclosed assets (the “ single family” assets) provide for
FDIC loss sharing and CSB'’s reimbursement to the FDIC for recoveries of covered losses for ten years from the date on which each applicable loss share
agreement was entered. The | oss share agreements applicable to commercial oans and related foreclosed assets (the “ non-single family” assets) provide
for FDIC loss sharing for five years from the date on which each applicable | oss share agreement was entered and CSB’ s reimbursement to the FDIC for
recoveries of covered losses for an additional three years thereafter. The following table provides additional information about the timing and nature of

the FDIC-assisted acquisitions completed prior to 2013:

Financial Institution Acquired

First National Bank of Georgia (“FNBGA")
Appaachain Community Bank (“ACB”)
Bank of Ellijay (“BOE”)

The Peoples Bank (“TPB")

First Commerce Community Bank (“FCCB")
Georgia Trust Bank (“GTB")

First Cherokee State Bank (“FCSB”)

3. Investment Securities

L oss Share Agreement Type

Date Acquired

Single Family & Non-Single Family
Single Family & Non-Single Family
Single Family & Non-Single Family
Single Family & Non-Single Family
Single Family & Non-Single Family
Non-Single Family
Non-Single Family

January 29, 2010
March 19, 2010
September 17, 2010
September 17, 2010
September 17, 2010
July 20, 2012
July 20, 2012

The aggregate values of investment securities at December 31, 2014 and 2013 along with unrealized gains and | osses determined on an individual

security basis are asfollows:

Held-to-Maturity
As of December 31, 2014

Available-for-Sale

As of December 31, 2014

Gross Gross Gross Gross
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair

Cost Gains L osses Value Cost Gains L osses Value
U.S. government $ — $ — 3 — $ — $ 3982 $ 89 $ 745  $ 39,166

Certificates of deposit 17,974 39 98 17,915 — — — —

FNMA, GNMA and FHLMC mortgage-

backed securities — — — — 208,915 3,608 547 211,976
Asset backed securities — — — — 18,791 3 72 18,722
Collateralized mortgage obligations — — — — 142,107 1,430 827 142,710
State, county and municipal 64,929 3,643 27 68,545 7,016 99 3 7,112
Corporate bonds — — — — 21,255 206 86 21,375
Equity securities — — — — 3,822 — — 3,822
Total investment securities $ 82903 $ 3682 $ 125 $86,460 $ 441,728 $ 5435 $ 2,280 $444,883
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U.S. government
Certificates of deposit
FNMA, GNMA and FHLMC mortgage-
backed securities
Asset backed securities
Collateralized mortgage obligations
State, county and municipal
Corporate bonds
Equity securities
Total investment securities

Held-to-Maturity
As of December 31, 2013

Available-for-Sale
As of December 31, 2013

Gross Gross Gross Gross
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair

Cost Gains L osses Value Cost Gains L osses Value

$ = $ = $ = $ — $ 30120 $ — $ 1,750 $ 28,370
10,777 4 174 10,607 — — — —

— — — — 211,093 2,312 2,485 210,920

— — — — 19,470 14 79 19,405

— — — — 157,002 2,606 559 159,049
64,903 2,394 377 66,920 — — — —

— — — — 15,069 268 235 15,102

— — — — 191 — — 191

$ 75680 $ 2398 $ 551 $77527 $ 432945 $ 5200 $ 5108 $433,037

Thefollowing table provides contractual maturity information for investment securities as of December 31, 2014. Callable investment securities are
assumed to mature on their earliest call date. Actual maturities may differ from contractual maturity because issuers may have theright to call or prepay
obligations with or without call or prepayment penalties.

Maturing in
Oneyear or less
Onethrough five years
Five through ten years
Over ten years

Equity securities

Total investment securities

Held-to-Maturity
As of December 31, 2014

Available-for-Sale
As of December 31, 2014

Cost Fair Value Cost Fair Value
$ 227 $ 2271 $ 1,565 $ 1,575
18,815 19,177 273,554 276,874
48,631 51,024 150,049 149,833
15,230 16,032 12,738 12,779
— — 3,822 3,822
$82,903 $ 86,460 $441,728 $ 444,883
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The following table providesinformation regarding investment securities with unrealized |osses as of December 31, 2014 and 2013:

As of December 31, 2014

Less Than 12 Months More Than 12 Months Total
Investment Unrealized Investment Unrealized Investment Unrealized
Positions Fair Value L osses Positions Fair Value L osses Positions Fair Value L osses

U.S. government 10 $ 4952 $ 15 5 $ 24368 $ 730 15 $ 29320 $ 745

Certificates of deposit 20 4,480 26 19 4,194 72 39 8,674 98
FNMA, GNMA and FHLMC

mortgage-backed securities 1 10,167 35 9 36,944 512 10 47,111 547

Asset backed securities 3 10,211 35 1 4,825 37 4 15,036 72

Collateralized mortgage

obligations 6 48,245 484 2 9,633 343 8 57,878 827

State, county and municipal 4 1,487 3 3 1,812 27 7 3,299 30

Corporate bonds 1 5,100 82 1 4,997 4 2 10,097 86

Total investment
securities 45 $ 84,642 $ 680 40 $ 86,773 $ 1,725 85 $ 171,415 $ 2,405
As of December 31, 2013
Less Than 12 Months More Than 12 Months Total
Investment Unrealized Investment Unrealized I nvestment Unrealized
Positions Fair Value L osses Positions Fair Value L osses Positions Fair Value L osses

U.S. government 6 $ 28370 $ 1,750 — $ — $ — 6 $ 28370 $ 1,750

Certificates of deposit 45 9,770 174 — — — 45 9,770 174
FNMA, GNMA and FHLMC

mortgage-backed securities 19 96,094 2,485 — — 19 96,094 2,485

Asset backed securities 2 8,283 46 2 9,133 33 4 17,416 79

Collateralized mortgage

obligations 5 25,552 176 1 8,231 383 6 33,783 559

State, county and municipal 19 12,490 321 1 666 56 20 13,156 377

Corporate bonds 2 9,850 235 — — — 2 9,850 235

Total investment
securities 98 $ 190,409 $ 5,187 4 $ 18,030 $ 472 102 $ 208,439 $ 5,659

The Company held certain investment securities having unrealized loss positions. As of December 31, 2014, the Company did not intend to sell these
investment securities nor wasit 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 OTTI in accordance with the accounting policies outlined in Note 1, “ Summary of
Significant Accounting Policies and Nature of Business’, to the Consolidated Financial Statements. Market changes in interest rates and credit spreads
will result in temporary unrealized |osses as the market price of investment securities fluctuates. As aresult, the Company had no other-than-temporary
impairment for the years ended December 31, 2014 and 2013.
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During the years ended December 31, 2014 and 2013, the Company had investment gross gains of $1,355 and $2,541 and investment losses of $14 and $9,
respectively.

During the year ended December 31, 2011, the Company elected to transfer certain debt investment securities from its available-for-sale portfolio to its
held-to-maturity portfolio. These transfers were made at fair value at the date of transfer and the unrealized holding gain of $898 at this dateisretained in
accumulated other comprehensive income. Such amounts are amortized as ayield adjustment over their remaining contractual life.

The Company had pledged held-to-maturity and available-for-sale investment securities having aggregate fair values of $27,981 and $304,489,
respectively, at December 31, 2014 and $64,305 and $333,062, respectively, at December 31, 2013, to secure public funds on deposit and certain other
borrowings, and for other purposes as required by law.

4, LoansHeld for Investment
Composition of L oan Portfolio

The Company engagesin afull complement of lending activities, including real estate-related loans, construction loans, commercial & industrial loans,
and consumer purpose loans within select marketsin Georgia. Whilerisk of lossin the Company’s portfolio is primarily tied to the credit quality of the
various borrowers, risk of 1oss may increase due to factors beyond the Company’s control, such aslocal, regional and/or national economic downturns.
General conditionsin the real estate market may also impact the relativerisk in the real estate portfolio.

Construction loans include loans for the devel opment of residential neighborhoods, construction of one-to-four family residential construction loansto
builders, and commercial real estate construction loans, primarily for owner-occupied properties. Construction loans generally carry a higher degree of
risk than long-term financing of existing properties because repayment depends upon the ultimate compl etion of the project and usually on the
subsequent |ease-up and/or sale of the property. The Company limitsits construction lending risk through adherence to established underwriting
procedures.

Commercial real estate loansinclude |oans secured by owner-occupied commercial buildingsfor office, storage, retail, farmland, and warehouse space.
They also include non-owner occupied commercial buildings such as leased retail and office space, multi-family properties, and senior housing
developments. The primary risk associated with loans secured with income-producing property is the inability of that property to produce adequate cash
flow to service the debt. High unemployment, generally weak economic conditions and/or an oversupply in the market may result in our customer having
difficulty achieving adequate occupancy rates. Payments on such loans are often dependent on successful operation or management of the properties.

Commercial & industrial loans include both secured and unsecured loans for working capital, expansion, and other business purposes. Short-term
working capital loans may be secured by non-real estate collateral such as accounts receivable, inventory, and/or equipment. The Company evaluates
the financial strength, cash flow, management, credit history of the borrower and the quality of the collateral securing the loan. Repayment is primarily
dependent on the ability of the borrower to achieve business results consistent with those projected at loan origination resulting in cash flow sufficient
to service the debt. To the extent that a borrower’s business results are significantly unfavorable versus the original projections, the ability for the loan
to be serviced on a basis consistent with the contractual terms may be at risk. The Company often requires personal guarantees and secondary sources
of repayment on commercial & industrial loans.
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Residential real estate loans generally represent permanent mortgage financing and are secured by residential properties. Residential real estate |oans
also include home equity lines of credit. Significant and rapid declinesin real estate values can result in residential mortgage loan borrowers having debt
levelsin excess of the current market value of the collateral.

Consumer purpose loans include automobile loans, marine and recreational vehicle financing, and both secured and unsecured personal |oans.
Consumer loans may carry greater risks than other loans, asthe collateral can consist of rapidly depreciating assets such as automobiles and equi pment
that may not provide an adequate source of repayment of the |oan in the case of default.

The Company also has a portfolio of PCI loans asaresult of its FDIC-assisted acquisitions. See Note 1, “ Summary of Significant Accounting Policies
and Nature of Business” for additional information regarding PCl loans.

The Company’srecorded investment in loans outstanding at December 31, 2014 and 2013 is summarized as follows:

2014 2013
Commercial loans:
Construction $ 283528 $ 194,996
Commercial rea estate 835,163 522,805
Commercia & industrial 335,853 275,995
Total commercial loans 1,454,544 993,796
Consumer loans:
Residential real estate 121,912 64,600
Automobile 230,576 70,139
Marine and recreational vehicle 298,740 241,503
Other consumer purpose 11,274 12,432
Total consumer loans 662,502 388,674
Purchased credit-impaired loans:
Construction 16,382 16,814
Commercial real estate 172,733 212,286
Commercia & industrial 10,556 15,653
Residential real estate 104,256 133,552
Other consumer purpose 1,314 1,862
Total purchased credit-impaired loans 305,241 380,167
Loans held for investment $ 2,422,287 $ 1,762,637
Loans held for sale $ 1,981 $ 1,967

Under aline of credit agreement with the FHLBA, at December 31, 2014 and 2013, the Company had pledged certain loans under a blanket lien as
collateral for its FHLBA borrowings. The loans encumbered by the blanket lien included all qualifying 1-4 family first mortgage loans, multi-family first
mortgage loans, and commercial real estate loans. Loans pledged as collateral for FHLBA borrowings totaled $2,062,251 and $1,612,383 at December 31,
2014 and 2013, respectively.
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Covered Loans

Included in loans held for investment are loans acquired in FDIC-assisted transactions that areinitially covered under loss share agreements (“ covered
loans”). The Company’s recorded investment in covered loans at December 31, 2014 and 2013 is summarized asfollows:

2014 2013
Commercial loans $ 2127 $ 2,095
Consumer loans 15,030 16,934
Purchased credit-impaired loans: 287,720 359,908
Total covered loans $ 304,877 $ 378,937

Credit Quality

The Company monitorsthe credit quality of its commercial loan portfolio using internal credit risk ratings. These credit risk ratings are based upon
established regul atory 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 gradesto evaluate its commercial loan portfolio:

Pass. Higher quality loans that do not fit any of the other categories described bel ow.

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 |ease 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 |oans have well-defined weaknesses that jeopardize repayment of the
debt. Substandard |oans are characterized by the distinct possibility that the Company will sustain some loss if the deficiencies are not addressed.

Doubtful. The Company assigns adoubtful 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 lossis 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 lossis 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.
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The following tables show the credit quality indicators associated with the Company’s commercial |oan portfolio (excluding PCI loans) as of

December 31, 2014 and 2013:

Pass

Special Mention
Substandard
Doubtful

Pass

Special Mention
Substandard
Doubtful

As of December 31, 2014

Commercial Commercial &
Construction Real Estate Industrial Total
283,011 $ 783,889 $ 312,756 $1,379,656
172 36,015 3,540 39,727
345 15,259 4,925 20,529
— — 14,632 14,632
283,528 $ 835163 $ 335,853 $1,454,544
As of December 31, 2013
Commercial Commercial &
Construction Real Estate Industrial Total
194,422 $ 516,385 $ 271,271 $ 982,078
180 4,100 1,115 5,395
394 2,320 3,609 6,323
194,996 $ 522,805 $ 275,995 $ 993,796

The Company monitorsthe credit quality of its consumer portfolio based primarily on payment activity and credit scores. Payment activity isthe primary
factor considered in determining whether a consumer loan should be classified as nonperforming.

The following tables show the credit quality indicators associated with the Company’s consumer loan portfolio (excluding PCI loans) as of December 31,

2014 and 2013:

Performing
Nonperforming

Performing
Nonperforming

As of December 31, 2014

Residential Other

Real Estate Automobile Marine & RV Consumer Total

$ 120,511 $ 230,283 $ 298,671 $ 11,264 $660,729
1,401 293 69 10 1,773

$ 121912 $ 230,576 $ 298,740 $ 11,274 $662,502

As of December 31, 2013

Residential Other

Real Estate Automobile Marine & RV Consumer Total

$ 62,553 $ 70,063 $ 241,474 $ 12430 $386,520
2,047 76 29 2 2,154

$ 64,600 $ 70,139 $ 241,503 $ 12432 $388,674
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The following tables show the credit quality indicators associated with the Company’s commercia PCI loans as of December 31, 2014 and 2013:

As of December 31, 2014

Commercial Commercial &
Construction Real Estate Industrial Total
Pass $ $ 99,498 $ 9,293 $114,749
Special Mention 22,071 284 23,651
Substandard 49,065 972 57,902
Doubtful 2,099 7 3,369
$ $ 172,733 $ 10,556 $199,671
As of December 31, 2013
Commercial Commercial &
Construction Real Estate Industrial Total
Pass $ $ 119,121 $ 5,808 $130,061
Special Mention 16,414 7,156 24,743
Substandard 74,523 1,165 82,141
Doubtful 2,228 1,524 7,808
$ $ 212,286 $ 15,653 $244,753

The following tables show the credit quality indicators associated with the Company’s consumer PCI loans as of December 31, 2014 and 2013:

Performing
Nonperforming

Performing
Nonperforming
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As of December 31, 2014

Residential Other

Real Estate Consumer Total

$ 89,984 $ 1,287 $ 91,271
14,272 _ 27 14,299

$ 104,256 $ 1,314 $105,570

As of December 31, 2013

Residential Other

Real Estate Consumer Total

$ 111457 $ 1,341 $112,798
22,095 _ 521 22,616

$ 133,552 $ 1,862 $135,414




Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2014 and 2013
(Inthousands of dollars, except share data)

Delinquency

An aging analysis for the Company’sloan portfolio (excluding PCI loans) at December 31, 2014 and 2013 is shown in the tables below:

Commercial loans:
Construction
Commercial real estate
Commercia & industrial

Consumer loans:

Residential real estate
Automobile

Marine & RV

Other consumer purpose

Commercia loans:
Construction
Commercial rea estate
Commercia & industrial

Consumer loans:

Residential real estate
Automobile

Marine & RV

Other consumer purpose

As of December 31, 2014

30-89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 283,487 $ — $ 41 $ 283,528 $ — $ 233
830,162 4,663 338 835,163 — 5,507
329,305 333 6,215 335,853 164 14,722
120,464 1,104 344 121,912 113 1,401
229,404 1,002 170 230,576 30 293
298,312 413 15 298,740 — 69
11,138 136 = 11,274 — 10
$2,102,272 $ 7,651 $ 7,123 $2,117,046 $ 307 $ 22235

As of December 31, 2013

30-89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 194,936 $ 60 $ — $ 194,996 $ — $ 60
520,869 483 1,453 522,805 — 1,453
275,970 20 5 275,995 — 106
63,340 511 749 64,600 — 2,047
69,814 296 29 70,139 — 76
241,403 100 — 241,503 — 29
12,239 183 10 12,432 8 1
$1,378,571 $ 1653 $ 2246 $1,382,470 $ 8 $ 3,772

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

criteriafor the recognition of income and are considered to be accruing loans.
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An aging analysis for the Company’s PCl loans at December 31, 2014 and 2013 is shown in the tables bel ow:

PCI loans:
Construction
Commercial rea estate
Commercia & industria
Residential real estate
Other consumer purpose

PCl loans:
Construction
Commercial red estate
Commercia & industrial
Residential real estate
Other consumer purpose

As of December 31, 2014

30-89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 14,423 $ 147 $ 1812 $ 16,382 $ 1812 $ —
156,696 2,700 13,337 172,733 13,337 —
9,903 134 519 10,556 519 —
95,194 4,155 4,907 104,256 4,907 —
1,247 63 4 1,314 4 —
$277,463 $ 7199 $ 20,579 $305,241 $ 20,579 $ —
As of December 31, 2013
30-89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 11,648 $ — $ 5,166 $ 16,814 $ 5,166 $ —
188,657 2,784 20,845 212,286 20,845 —
13,583 309 1,761 15,653 1,761 —
119,495 5,527 8,530 133,552 8,530 —
1,356 21 485 1,862 485 —
$334,739 $ 8,641 $ 36,787 $380,167 $ 36,787 $ —
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Impaired Loans

Thefollowing tables set forth certain information regarding the Company’simpaired loans (excluding PCI |oans) as of December 31, 2014 and 2013:

With no related allowance recorded:

Commercial loans:
Construction
Commercial red estate
Commercia & industrial

Consumer loans:

Residential real estate
Automobile

Marine & RV

Other consumer purpose

With an allowance recorded:

Commercial loans:
Construction
Commercial real estate
Commercia & industria

Consumer loans:

Residential real estate
Automobile

Marine & RV

Other consumer purpose

Total impaired loans

As of December 31, 2014

Unpaid
Recor ded Principal
Investment Balance
$ 233 $ 911
5,507 7,241
8,693 12,838
1,530 3,290
170 321
21 25
17 24
6,054 6,073
208 208
123 144
47 47
32 32
$ 22635 $ 31,154
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Average Inter est
Related Recorded Income
Allowance I nvestment Recognized
$ — $ 473 $ 196
—_ 4,221 375
— 8,873 173
— 2,015 39
— 205 7
— 43 3
—_ 22 2
5,146 6,213 178
9 209 9
16 122 2
1 48 1
2 34 2
$ 5,174 $ 22478 $ 987
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As of December 31, 2013

Unpaid Average Interest
Recorded Principal Related Recorded Income
I nvestment Balance Allowance | nvestment Recognized
With no related allowance recorded:
Commercia loans:
Construction $ 59 $ 64 $ — $ 61 $ —
Commercial rea estate 1,453 1,465 — 1,198 —
Commercia & industrial 106 141 — 145 3
Consumer loans:
Residential real estate 1,627 3,152 — 1,763 17
Automobile 8 69 — 49 2
Marine & RV 14 14 — 14 1
Other consumer purpose 39 55 — 29 1
With an allowance recorded:
Commercial loans:
Construction — — — — —
Commercial red estate — — — — —
Commercia & industrial 36 36 1 37 —
Consumer loans:
Residential real estate 755 1,391 67 757 —
Automobile 67 70 12 64
Marine & RV 15 17 2 17 1
Other consumer purpose 8 8 3 6 68
Total impaired loans $ 4,187 $ 6,482 $ 85 $ 4,140 $ 93

Troubled Debt Restructurings

From time to time, the Company may modify loans under the terms of a TDR. Modifications typically involve areduction in the stated interest rate of the
loan lower than amarket rate for new debt with similar risks, an extension of the maturity date of the loan, or both. As of December 31, 2014, the Company
had modified atotal of 28 loans under the terms of a TDR with arecorded investment of $11,705. As of December 31, 2013, the Company had modified a
total of 26 loans under the terms of a TDR with arecorded investment of $8,777. The following tables present loans by class modified as TDRs during the
years ended December 31, 2014 and 2013:

2014
Pre-Modification Post-M odification
Number of Recorded Recorded
Contracts Investment I nvestment
Residential real estate 2 $ 194 $ 194
Commercial real estate 2 2,909 2,909
Total 4 $ 3,103 $ 3,103
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Residential real estate
Commercial real estate

Total

Number of
Contracts

4
4

8

2013
Pre-Modification Post-M odification
Recorded Recorded
I nvestment I nvestment
$ 932 $ 932
7,289 7,289
$ 8,221 $ 8,221

During the years ended December 31, 2014 and 2013, respectively, the Company had not modified any loans under the terms of a TDR that subsequently
defaulted within the next twelve months. Additionally, the Company was not committed to lend any additional amountsin connection with loans that
had been modified in aTDR as of December 31, 2014 and December 31, 2013, respectively. Charge-offs on TDRs are factored into the rolling historical

loss rate, which is used in the calculation of the ALL.

Purchased Credit-Impaired L oans

The unpaid principal balance of the Company’s PCI loan portfolio was $448,558 and $612,080 as of December 31, 2014 and 2013. Changesin the amount
of accretableyield on PCI loans for the years ended December 31, 2014 and 2013 were as follows:

Balance at January 1, 2013

Additions

Accretion

Exit events

Other activity, net

Reclassifications from nonaccretable difference
Balance at December 31, 2013

Additions

Accretion

Exit events

Other activity, net

Reclassifications from nonaccretable difference

Balance at December 31, 2014

FNBGA ACB BOE TPB FCCB GTB FCSB TOTAL
$52502 $39848 $7818 $198%4 $7850 $3807 $30260 $161979
(17545) (12673  (4783)  (7,289) (5154) (3176)  (6827) (57,447
(4031) (3655 (L,152)  (2030) (1,848)  (1080)  (3616) (17,412
306 341 191 28 4 109 377 1,356
9,741 7605 5079 5334 583 5528 10195 _ 49,3%5
40973 31466 7153 15937 6695 5188 30389 137,801
(13524) (9038 (3674)  (7,179)  (3268)  (3048)  (5498)  (45229)
(3107  (2250) (585 (3015)  (373)  (23%5)  (4,214)  (13749)
999 480 205 298 239 94 3 2,318
12,656 4882 2355 8366 3511 3570 3547 33887
$37997 $25540 $5484 $14407 $6804 $5569 $24227  $120,028
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5. Allowancefor Loan L osses

Activity inthe ALL for the years ended December 31, 2014 and 2013 is summarized in the tables bel ow:

Beginning Balance
Charge-offs
Recoveries
Provisiont

Ending Balance

Year-end ALL allocated to:
Loansindividually evaluated for impairment
Loans collectively evaluated for impairment
Loans acquired with deteriorated credit quality

Ending Balance

Year-end recor ded investment in loans:
Individually evaluated for impairment
Collectively evaluated for impairment
Acquired with deteriorated credit quality

Ending Balance

Beginning Balance
Charge-offs
Recoveries
Provision2

Ending Balance

Year-end ALL allocated to:
Loansindividually evaluated for impairment
Loans collectively evaluated for impairment
L oans acquired with deteriorated credit quality
Ending Balance

Year-end recor ded investment in loans:
Individually evaluated for impairment
Collectively evaluated for impairment
Acquired with deteriorated credit quality

Ending Balance

1 Does not include ($2,660) in provision for unfunded commitments.
2 Doesnot include $1,481 in provision for unfunded commitments.
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For the Year Ended December 31, 2014

Commercial Consumer PCI Total
$ 12,186 $ 6,608 $ 11,741 $ 3053
(5,160) (924) (2,557) (8,641)
74 392 3,936 4,402
16,575 2,983 (7,944) 11,614

$ 23675 $ 9059 ¢$ 5176 $ 37,910

$ 5146  § 21 8 — $ 5173
18,529 9,032 — 27,561
— — 5176 5176

$ 23675 $ 9059 ¢$ 5176 $ 37,910

$ 20487 $ 2014 $ — $ 22501
1,434,057 660,488 — 2,094,545
— — 305,241 305,241

$ 1454544  $662502 $305241 « $2,422,287

For the Year Ended December 31, 2013

Commercial Consumer PCI Total
$ 8,424 $ 3373 $ 18,748 $ 30545
(152) (781) (3,778) (4,711)
11 193 4,772 4,976
3,903 3,823 (8,001) (275)

$ 12186 $§ 6608 $ 11741 $ 30535

$ 1 $ 8 $ — % 86
12,185 6,523 — 18,708
_ — 11,741 11,741

$ 12186 $§ 6608 $ 11741 $§ 30535

$ 165 $§ 2387 $ — $ 4042
992,141 386,287 — 1,378,428
— — 380,167 380,167

$ 993796  $388674  $380,167  $1,762,637
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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. Thisreserve for unfunded lending commitments totaled $3,545 and $6,205 at December 31, 2014
and 2013, respectively.

6.  Premisesand Equipment

Major classifications of premises and equipment at December 31, 2014 and 2013 are summarized as follows:

2014 2013
Land $16,718 $15,989
Premises and |easehold improvements 42,004 36,177
Furniture and equipment 24,245 22,404
82,967 74,570
Less: Accumulated depreciation and amortization 18,350 12,608
Total premises and equipment $64,617 $61,962

There were no premises pledged to secure borrowings at December 31, 2014 and 2013.

The Company |eases certain premises and equipment under various |ease agreements that provide for payment of property taxes, insurance and
maintenance costs. Operating |eases frequently provide for one or more renewal options on the same basis as current rental terms. However, certain
leases require increased rentals under cost of living escalation clauses. Some |eases al so provide purchase options.

Future minimum rental commitments for noncancel able operating leases with initial or remaining terms of one or more years consisted of the following at
December 31, 2014:

2015 $ 2,135
2016 1,861
2017 1,505
2018 1,194
2019 460
Thereafter 3,808

Total minimum payments $10,963

Total rent expensefor all operating leases amounted to $2,407 and $2,562 in 2014 and 2013, respectively, net of rent income, which totaled $34 and $34
during 2014 and 2013, respectively.
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7. OREO
Thefollowing table provides details of the Company’s OREQ as of December 31, 2014 and 2013:

Covered Not Covered Total
OREO OREO OREO
December 31, 2014
Commercial Real Estate $ 3,881 $ 460 $ 4,341
Construction 6,288 260 6,548
Residential Real Estate 2,648 826 3,474
Total $ 12,817 $ 1,546 $14,363
Not
Covered Covered Total
OREO OREO OREO
December 31, 2013
Commercial Real Estate $ 17,915 $ 532 $18,447
Construction 21,141 21 21,162
Residential Real Estate 7,943 241 8,184
Total $ 46,999 $ 7% $47,793

A rollforward of the Company’s OREO for the years ending December 31, 2014 and 2013 isasfollows:

Cove
red Not Covered Total
OREO OREO OREO
Balance January 1, 2013 $121,524 $ 1,302 $122,826
Additions 36,060 1,213 37,273
Sales (90,196) (1,661) (91,857)
L osses and other adjustments (20,389) (60) (20,449)
Balance December 31, 2013 $ 46,999 $ 794 $ 47,793
Additions 15,278 1,317 16,595
Sales (40,370) (565) (40,935)
L osses and other adjustments (9,090) — (9,090
Balance December 31, 2014 $ 12,817 $ 1,546 $ 14,363
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8. FDIC L oss Share Receivable

The following table shows changes in the carrying value of the FDIC loss share receivable for |oss share agreements and the rel ated recorded investment

of the covered assets for the years ended December 31, 2014 and 2013:

Carrying value of FDIC loss share receivable, at January 1, 2014
Additions resulting from:
Charge-offs, writedowns, and other losses
Allowable external expenses
Reductions resulting from:
Effect of valuation adjustment on covered assets
Amortization
Payments received
Carrying value of FDIC loss share receivable, at December 31,
2014

Covered Assets:
Loans
OREO

Total covered assets

Carrying value of FDIC loss share receivable, at January 1, 2013
Additions resulting from:
Charge-offs, writedowns, and other losses
Allowable external expenses
Effect of valuation adjustment on covered assets
Reductions resulting from:
Amortization
Payments received
Carrying value of FDIC loss share receivable, at December 31,
2013

Covered Assets:
Loans
OREO

Total covered assets

As of December 31, 2014

FNBGA ACB BOE TPB FCCB GTB FCSB Total
$ 30,922 $ 40,283 $ 6,052 $ 2,449 $12,615 $ 5,752 $ 10,194 $ 108,267
(605) 1,408 225 305 349 14 40 1,736
1,120 1,102 (36) (50) (56) 119 338 2,537
(2,508) (2,115) (604) (818) (935) (204) (582) (7,766)
(20,803) (12,481) (1,440) 1,844 (7,056) (745) (2,125) (42,806)
(2,641) (13,608) (3,111) (2,280) (3,125) (1,089) (1,650) (27,504)
$ 5,485 $ 14,589 $ 1,086 $ 1,450 $ 1,792 $ 3,847 $ 6,215 $ 34,464
93,916 73,938 19,207 37,542 20,119 20,029 40,126 304,877
3,109 4,366 1,272 1,558 935 — 1,577 12,817
$ 97,025 $ 78,304 $20,479 $39,100 $21,054 $20,029 $ 41,703 $ 317,694

As of December 31, 2013

FNBGA ACB BOE TPB FCCB GTB FCSB Total
$ 57,821 $ 88,251 $12,533 $11,030 $22,502 $11,526 $ 32,737 $ 236,400
1,751 4,485 2,673 81 1,753 449 (217) 10,975
2,758 2,915 211 414 422 391 190 7,301
(4,127) (1,658) (229) (310) (354) 199 567 (5,912)
(10,502) (7,870) (2,103) (2,794) (3,186) (454) (1,292) (28,201)
(16,779) (45,840) (7,033) (5,972) (8,522) (6,359) (21,791) (112,296)
$ 30,922 $ 40,283 $ 6,052 $ 2,449 $12,615 $ 5,752 $ 10,194 $ 108,267
109,396 87,063 21,418 54,405 27,720 27,560 51,375 378,937
9,738 15,769 3,453 7,428 4,335 4,055 2,217 46,995
$119,134 $102,832 $24,871 $61,833 $32,055 $31,615 $ 53,592 $ 425,932
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9.  Goodwill and Other Intangible Assets
Thefollowing table provides details of the Company’s goodwill by acquisition for the years ended December 31, 2014 and 2013:

2014 2013
First National Bank of Georgia $ 7,801 $ 7,801
The People’'s Bank 2,227 2,227
Essex Branches 1,590 1,590
Verity Bank 6,986 —
Alliance National Bank 4,358 —
Other acquisitions 122 122
Total Goodwill $23,084 $11,740

Other intangible assets consist of core deposit intangibles and are amortized ratably over their estimated useful lives, generally seven to ten years. At
December 31, 2014 and 2013, other intangibles consisted of the following:

As of December 31, 2014

Gross Net
Carrying Accumulated Carrying
Value Amortization Amount
Core deposit intangible $ 20,185 $ (10,447) $ 9,738
As of December 31, 2013
Gross Net
Carrying Accumulated Carrying
Value Amortization Amount
Core deposit intangible $ 16,154 $ (7,600) $ 8554

Amortization expense recognized on core deposit intangible assets for 2014 and 2013 was $2,847 and $2,172, respectively.

The estimated amortization expense of other intangible assetsis asfollows:

Amortization

Expense

2015 $ 3,083
2016 2,836
2017 1,221
2018 732
2019 574
2020 378
Thereafter 914

$ 0738
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10. Deposits
Deposits at December 31, 2014 and 2013 are summarized asfollows:

2014 2013
Noninterest-bearing demand $ 365,084 $ 279,795
Interest-bearing demand 426,406 378,382
Money market 687,025 484,749
Savings 91,329 78,454
Time 1,266,182 1,018,574
Total deposits $ 2,836,026 $ 2,239,954

Time deposits with a minimum denomination of $100 totaled $750,925 and $532,412 at December 31, 2014 and 2013, respectively.

At December 31, 2014, the scheduled maturities of time deposits were:

2015 $ 879,666
2016 312,206
2017 37,333
2018 19,624
2019 and thereafter 17,353

Total time deposits $ 1,266,182

11. Other Borrowings

Other borrowings include advances from the FHLBA and investment securities sold under a repurchase agreement. The Company had unused credit
lines allowing access to overnight borrowings of up to $205,000 and $80,000 on an unsecured basis from four correspondent banks at December 31, 2014
and 2013, respectively.

The Company has aborrowing capacity with the FHLBA in the amount of $503,350 and $400,560 at December 31, 2014 and 2013, respectively. Thisis 15
percent of total qualified assets as measured by the FHLBA.

The Repurchase Agreement in the principal amount of $10,000 at December 31, 2013 was secured by investment securities with a carrying value of
$12,669 at December 31, 2013. The Repurchase Agreement matured and paid off in 2014.

At December 31, 2014 and 2013, the Company had advances outstanding to the FHLBA in the principal amount of $77,000 and $82,000, respectively,
secured by the Company’ s stock in the FHLBA and a blanket lien on the loan portfolio. At December 31, 2014 and 2013, the Company had FHLBA stock
in the amount of $6,429 and $6,785, respectively, pledged to the FHLBA.
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Other borrowings at December 31, 2014 and 2013 are asfollows:

2014 2013
Repurchase agreement (inclusive of unamortized premium of $0 and $256, for December 31, 2014 and 2013, respectively) $ — $10,256
Advances payable to the FHLBA with contractual rates ranging from 0.26 percent to 4.39 percent and maturities ranging from
June 2015 to March 2018 (inclusive of unamortized premium of $1,905 and $2,927 for December 31, 2014 and 2013) 78,905 84,927
Total other borrowings $78,905 $95,183

Other borrowings maturing in each of the five years subsequent to December 31, 2014 include:

Weighted-Average

Maturity Amount Interest Rate

2015 $ 22,099 1.41%
2016 15,216 4.35%
2017 15,829 3.40%
2018 25,761 3.07%
Thereafter — 0.00%
Total other borrowings $ 78,905 2.92%

12. Esimated Fair Values

Fair value measurements are determined based on the assumptions that market participants would usein pricing the asset or liability. Asabasisfor
considering market participant assumptionsin fair value measurements, US GAAP establishes afair 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 devel oped based on the best information available in the circumstances
(unobservableinputs classified within Level 3 of the hierarchy).

Fair ValueHierarchy
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.

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 asinterest 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
lighility.
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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, asisthe 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 |oss 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
liabilitieswith afixed 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 val uation 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 theimpact 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 basisin order to determineif there is a change of
sufficient significance to warrant atransfer 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 significant transfers
between levels during 2014 and 2013.

Fair Value of Financial I nstruments Measured on a Recurring Basis

The following methods and assumptions were used by the Company in estimating the fair value of itsfinancial assets on arecurring basis:

Investment Securities

Investment securities classified as available-for-sale are recorded at fair value on arecurring basis. The Company’sinvestment 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. Thefair value of investment securities classified as available-for-sale are generally determined using widely accepted valuation
techniquesincluding 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, aswell astheir underlying pricing
methodol ogies, 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 arecurring basis at December 31, 2014 and 2013:

As of December 31, 2014

Quoted Pricesin

Active Markets Quoted Prices

for Identical for Similar Significant
Assets and Assets and Unobservable
Liabilities Liabilities Inputs
Fair (Level 1) (Level 2) (Level 3)
Description Value Inputs Inputs Inputs
Investment securities available-for-sale
U.S. government $ 39,166 $ — $ 39,166 $ —
FNMA, GNMA, FHLMC mortgage-backed securities 211,976 — 211,976 —
Asset backed securities 18,722 — 18,722 —
Collateralized mortgage obligations 142,710 — 142,710 —
State, county and municipal 7,112 — 7,112 —
Corporate bonds 21,375 — 21,375
Equity securities 3,822 — — 3,822
$444,883 $ = $ 441,061 $ 3,822
As of December 31, 2013
Quoted Pricesin
Active Markets Quoted Prices
for Identical for Similar Significant
Assets and Assets and Unobservable
Liabilities Liabilities Inputs
Fair (Level 1) (Level 2) (Level 3)
Description Value Inputs Inputs Inputs
Investment securities available-for-sale
U.S. government $ 28,370 $ — $ 28,370 $ —
FNMA, GNMA, FHLMC mortgage-backed securities 210,920 — 210,920 —
Asset backed securities 19,405 — 19,405 —
Collateralized mortgage obligations 159,049 — 159,049 —
State, county and municipal — — — —
Corporate bonds 15,102 — 15,102 —
Equity securities 191 — — 191
$433,037 $ = $ 432,846 $ 191

During 2014, the Company purchased level 3 investment securities of $5,341, received settlements of $1,710, and recognized no gainsor lossesin

earnings or other comprehensive income.
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Fair Value of Financial I nstruments Measured on a Nonrecurring Basis

The following methods and assumptions were used by the Company in estimating the fair value of itsfinancial assets on anonrecurring basis:

Impaired Loans

Loans are considered impaired when it is determined to be probable that all amounts due under the contractual terms of the loanswill not be collected
when due. Loans considered individually impaired are evaluated and a specific allowanceis established if required based on the underlying collateral
value of the impaired loans or the estimated discounted cash flows for such loans. A specific allowanceisrequired if the fair value of the expected
repayments or the fair value of the collateral isless than the recorded investment in the loan. The Company records impaired loans as nonrecurring level
3.

LoansHeld for Sale

Level 1 loansheld for sale consist of conforming residential mortgage |oans accounted for at lower of cost or market. Fair value is determined based upon
pricing assigned on aloan-by-loan basis, at the time aloan islocked with the borrower, through correspondent rel ationships that the Company maintains
in order to sell loans held for sale.

OREO

Thefair value of OREOQ 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 anew appraisal at the time of foreclosure or repossession of the underlying collateral. Updated appraisals are obtained on at least
an annual basison all OREQ and are considered to contain Level 3 inputs. Management has al so 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 OREQ isrecorded as a nonrecurring Level
3 hierarchy.

For assets and liabilities carried at fair value on anonrecurring basis, the following table provides fair value information as of December 31, 2014 and
2013

As of December 31, 2014

Quoted Pricesin Active Quoted Prices for Significant
Markets for Identical Similar Assets Unobservable
Net Carrying Assetsand Liabilities and Liabilities Inputs (Level 3)
Description Value (Level 1) Inputs (Level 2) Inputs Inputs
Impaired loans $ 22,635 $ = $ — $ 22,635
Loansheld for sale 1,981 1,981 — —
OREO 14,363 — — 14,363
As of December 31, 2013
Quoted Pricesin Active Quoted Prices for Significant
Markets for Identical Similar Assets Unobservable
Net Carrying Assets and Liabilities and Liabilities Inputs (Level 3)
Description Value (Level 1) Inputs (Level 2) Inputs Inputs
Impaired loans $ 4,187 $ — $ — $ 4,187
Loans held for sale 1,967 1,967 — —
OREO 47,793 — — 47,793
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The following table provides information describing the unobservable inputs used in Level 3 fair value measurements at December 31, 2014:

As of December 31, 2014

Financial Instrument

Net Carrying Value Valuation Technique

Unobservable I nput

Range of I nputs

1) Non-Collateral
Dependent: Discounted
cash flow analysis

1) a) Loss given default
b) Probability of default
c) Discount rate

1) a) 0%—73%
b) 35%—100%
c) 3%—8%

Impaired loans 22,635 )
P $ 2) Collateral Dependent: 2) Management discount for 2) 0%—83%
Third party appraisal property type, recent market
volatility, and costs to sell.
Management discount for
. . property type, recent market o o

OREO $14,363 Third party appraisal volatility and time on the 0%—40%

market

As of December 31, 2013
Range of

Einancial I nstrument Net Carrying Value Valuation Technique Unobservable | nput Inputs

Impaired loans

OREO

1) Non-Collateral
Dependent: Discounted
cash flow analysis

4,187

$ 2) Collateral Dependent:
Third party appraisal

$47,793 Third party appraisal

47

1) a) Loss given default

b) Probability of default

c) Discount rate
2) Management discount for
property type, recent market
volatility, and costs to sell.

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

1) a) 20%—50%
b) 19%—50%
¢) 3%—14%

2) 0%—90%

0%—40%
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Fair Value of Financial | nstruments

Thefollowing table includes the estimated fair value of the Company’s financial assets and financial liabilities. The methodologies for estimating the fair
value of financial assets and financial liabilities measured on arecurring and nonrecurring basis are discussed above. The methodologies for estimating
thefair 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 val uation methodol ogies. However, considerable judgment is required to interpret market
datain 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 amaterial effect on
the estimated fair value amounts at December 31, 2014 and December 31, 2013.

2014 2013
Carrying Fair Carrying Fair
Value Value Value Value
Cash and due from banks $ 203,956 $ 203,956 $ 217,071 $ 217,071
Investment securities available-for-sale 444,883 444,883 433,037 433,037
Investment securities held-to-maturity 82,903 86,460 75,680 77,527
Loans held for sale 1,981 2,035 1,967 2,017
Loans held for investment, net 2,384,377 2,443,694 1,732,102 1,759,138
FDIC loss share receivable 34,464 34,464 108,267 108,267
BOLI 62,424 62,424 58,999 58,999
FHLBA stock 6,429 6,429 6,785 6,785
Deposits 2,836,026 2,808,630 2,239,954 2,233,237
Other borrowings 78,905 80,047 95,183 97,831

Cash and Due From Banks

The carrying amount approximates fair value for these instruments.

LoansHeld For Sale

Loansheld for sale are carried at the lower of cost or fair value. These loans currently consist of one-to-four family residential real estate |oans originated
for saleto qualified third parties. Fair value is based upon the contractual price to be received from these third parties, which may be different than cost.

LoansHeld for Investment

Fair values are estimated for portfolios of loans with similar financial characteristicsif collateral-dependent. Loans are segregated by type. Thefair value
of performing loansis calculated by 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 risksinherent in the loan. The estimate of maturity is based upon the
Company's historical experience with repayments for each |oan classification, modified, as required, by an estimate of the effect of the current economic
and lending conditions.

Fair value for significant non-performing loansis generally based upon recent external appraisals. If appraisals are not available, estimated cash flows are
discounted using arate 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.
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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 |oans 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.

FDIC Loss Share Receivable

Thefair value of the FDIC loss share receivableis estimated using projected cash flows related to the | oss sharing agreements based on the expected
reimbursements for |osses and the applicable loss sharing percentages. The cash flows are discounted to reflect the uncertainty of the time of receipt of
the loss-sharing reimbursements from the FDIC. The carrying amount of the FDIC loss share receivabl e approximates fair value.

FHLBA

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

Deposits

Thefair 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 val ue 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

Thefair value of the Company’s FHLBA advances s 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-bal ance sheets commitments and contingencies, carrying amounts are reasonabl e 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 financia position.

13. Employee Benefit Plans

The Company sponsors a defined contribution 401(k) profit sharing plan which covers substantially all employees. This plan is qualified under the
Internal Revenue Code and employees are eligible to participate in
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the 401(Kk) profit sharing plan after 3 months of service through deferral of portions of their salary. Based upon the employee’s contribution, the
Company matches up to 50 percent of the employee contribution up to 6 percent. The Company contributions to the 401(k) profit sharing plan are at the
discretion of the Board of Directors. The Company made matching contributions of $593 and $454 during 2014 and 2013, respectively.

The Company also maintains an unfunded, noncontributory, nonqualified SERP that covers key executives of the Company. The plan provides defined
benefits based upon afixed payment schedule. The Company expensed $403 and $490 during 2014 and 2013, respectively for the accrual of the retirement
benefits.

14. Noninterest Expense
Other noninterest expense for the years ended December 31, 2014 and 2013 included the following:

2014 2013

Technology and data processing $ 9,187 $ 7,896
Legal and professional services 5,120 3,988
Printing and supplies 980 827
Advertising 1,661 1,355
I nsurance expense 1,203 1,155
Postage 620 594
FDIC deposit insurance expense 2,649 2,193
Other 8,006 5,145

Total other noninterest expense $29,426 $23,153

15. Accumulated Other Comprehensive Income (AOCI)

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 years ended December 31, 2014 and 2013:

December 31, 2014 December 31, 2013
Before-Tax Net-of-Tax Before-Tax Net-of -Tax
Amount Tax Amount Amount Tax Amount
AOCI, beginning balance $ 1094 $ (384) $ 710 $ 11074 $3876) $ 7,198
Unrealized gains/ (losses) on securities:

Net unrealized gains/ (losses) arising during the period 4,404 (1,530) 2,874 (7,257) 2,566 (4,691)
Less: reclassification adjustment for gainsincluded in net

income (1,341) 456 (885) (2,532 861 (1,672)
Amortization of unrealized gains on investment securities

transferred from available-for-sale to hel d-to-maturity (196) 67 (129) (191) 65 (126)

AOQCI, ending balance $ 391 $(1391) $ 2570 $ 1094 $ (384) $ 710
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Reclassifications out of AOCI consisted of the following:

Affected lineitem in the
Consolidated Financial

Statements

December 31
Details about components of AOCI 2014 2013
Realized gains on AFS securities: $ (1,341) $ (2532
456 861
$ (885 $ (1671
Amortization of unrealized gains on investment securities
transferred from available-for-sal e to hel d-to-maturity: $ (19 $ (197
67 65
$ (1290 $ (126

16. IncomeTaxes

Securities gains

Income tax expense (benefit)

Investment securities held-to-maturity

Income tax expense (benefit)

At December 31, 2014 and 2013, the income tax expense and benefit consisted of the following components:

Current tax expense (benefit)
Federal
State

Total current tax expense (benefit)

Deferred tax expense (benefit)
Federa
State

Total deferred tax expense (benefit)
Total income tax expense (benefit)

The Company’s effective tax rate for the years ended December 31, 2014 and 2013 was -31.80% and 22.42%, respectively which differed from the

2014

$ 19,509
622

20,131

(19,716)

(2,066)
(21,782)
$ (1,651)

2013

$ 21,636
(519)
21,117

(17,167)
(138)
(17,305)
$ 3812

statutory rate of 35% and 35%, respectively, primarily as aresult of the nontaxable bargain purchase gain and state income tax benefit.
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The difference between the federal income tax rates, applied to income before income taxes and the effective rates were due to the following:

Income taxes at statutory rates (35% and 35%, respectively)

Increase (reduction) in income taxes resulting from

Nontaxable income on loans and investments, net of nondeductible expenses

Gain on acquisition

State income taxes, net of federal benefit
Tax exempt income—BOLI
Captive insurance income

Tax credits

Meals and entertainment

Other, net

Total income tax expense (benefit)

2014 2013
$1818  $5951
(603) (593)

(797) —
(939) (427)
(691) (1,063)

(150) —
(166) (166)
38 36
(161) 74
$(1651)  $3812

The major components of the temporary differencesthat giverise to deferred tax assets and liabilities at December 31, 2014 and 2013 were asfollows:

Deferred tax assets:
Covered assets
Goodwill
FDIC clawback liability
State carryforwards
Federal carryforwards
Stock-based compensation
Allowance for loan loss
Nonaccrual loan interest
Other

Total deferred tax asset

Deferred tax liabilities:
FDIC Loss Share Receivable
Deposit premiums
Available-for-sale securities
Tax gain on acquisitions
Other

Total deferred tax (liability)

Net deferred tax asset (liability)

2014

$ 20,202
3,366
11,659
74

1,207
5,598
12,176
5,820
3,567

63,669

(13,310)
(3,036)
(1,384)
(3,636)
(4,946)

(26,312)

$ 37,357

2013

$ 32,803
5,098
10,458
226
4,564
7,177
7,416
4,138
71,880

(42,116)

The Company has federal carryforwards of $3,448 that begin to expirein 2032 and state tax credit carryforwards of $1,891 which begin to expirein 2018.

At December 31, 2014 and 2013, the Company had no unrecognized tax benefits recorded. The Company does not expect the total amount of
unrecognized tax benefitsto significantly increase within the next twelve months.
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The Company did not have any amounts accrued for interest and penalties at December 31, 2014 and 2013.

The Company and its subsidiaries are subject to U.S. federal income tax aswell as state and local tax in several jurisdictions. Tax years since inception
are still open to examinations by taxing authorities.

17. Transactionswith Related Persons

In the ordinary course of business, loans may be made to officers, directors and affiliated companies at substantially the same terms as comparable
transactions with other borrowers. At December 31, 2014 and 2013, related party loans were approximately $2,249 and $2,317, respectively. Repayments of
loans made by the related parties were $68 and $62 for the years ended December 31, 2014 and 2013, respectively.

The Company held deposits of $1,181 and $1,974 from key officers, directors and affiliated companies at December 31, 2014 and 2013, respectively.

18. Regulatory Requirementsand Other Restrictions

The Company (on a consolidated basis) and CSB are subject to various regulatory capital requirements administered by federal and state banking
agencies. Capital adequacy guidelines and, additionally for banks, prompt corrective action regulations involve quantitative measures of assets,
liabilities and certain off-balance sheet items cal culated under regulatory accounting practices. Capital amounts and classifications are also subject to
qualitative judgments by regulators. Failure to meet minimum capital requirements resultsin certain discretionary and required actions by regulators that
could have an effect on the Company’s operations.

Quantitative measures established by regulation to ensure capital adequacy require the Company and CSB to maintain minimum amounts and ratios (as
defined by regulations and set forth in the table below) of Total and Tier 1 capital to risk-weighted assets and to average assets, respectively.
Management believes, as of December 31, 2014, the Company and CSB meet all capital adequacy requirementsto which it is subject. At December 31,
2014 and 2013, regulatory notifications categorized CSB as well-capitalized under the regul atory framework for prompt corrective action. To be
categorized as well-capitalized, the Company and CSB must maintain minimum Total risk-based, Tier 1 risk-based and Tier 1 leverageratios as set forth in
the table. There have been no conditions or events that would affect the Company’s and CSB’s well-capitalized status.

As of December 31, 2014

For Capital To Be Well Capitalized Under
Actual Adequacy Purposes Prompt Corrective Action
Amount Ratio Amount Ratio Amount Ratio
Total capital to risk-weighted assets
Consolidated $ 432,052 16.50% $ 209,525 8.00% N/A N/A
CSB $ 385,688 14.73% $ 209,525 8.00% $ 261,906 10.00%
Tier 1 capital to risk-weighted assets
Consolidated $ 399,211 15.24% $ 104,762 4.00% N/A N/A
CSB $ 352,847 13.47% $ 104,762 4.00% $ 157,144 6.00%
Tier 1 capital to average assets
Consolidated $ 399,211 11.85% $ 134,794 4.00% N/A N/A
CSB $ 352,847 10.47% $ 134,794 4.00% $ 168,492 5.00%
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As of December 31, 2013

To Be Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Action
Amount Ratio Amount Ratio Amount Ratio
Total capital to risk-weighted assets
Consolidated $426,773 22.42% $152,284 8.00% N/A N/A
CSB $359,517 18.89% $152,261 8.00% $ 190,326 10.00%
Tier 1 capital to risk-weighted assets
Consolidated $402,819 21.16% $ 76,142 4.00% N/A N/A
CSB $335,566 17.63% $ 76,131 4.00% $ 114,196 6.00%
Tier 1 capital to average assets
Consolidated $402,819 14.71% $109,568 4.00% N/A N/A
CSB $335,566 12.25% $109,568 4.00% $ 136,960 5.00%

Asacondition to the Department of Banking and Finance of the State of Georgia' s approval of CSB’s Article of Incorporation, CSB must maintain a Tier
1 capital to average assets of not less than 10 percent, atotal capital to risk-weighted assets of not less than 12 percent and a Prompt Corrective Action
category rating, as defined by regulators, of “Well Capitalized” for the later of the first three years of operations or until cumulative profitability is
achieved. Asacondition to the FDIC’s approval of CSB’s business plan, CSB isrequired to maintain a Tier 1 Common Equity to total assetsratio of at
least 10 percent through July 20, 2015.

The Company and CSB are subject to various requirements imposed by state and federal banking statutes and regulations, including regulations
requiring the maintenance of noninterest-bearing reserve balances at the Federal Reserve Bank. Banks are allowed to reduce the required balances by the
amount of vault cash. As of December 31, 2014 and 2013, the requirement for the Company was $7,573 and $6,736, respectively.

19. Stock-Based Compensation

The Company has anonqualified stock option plan for certain key officers/empl oyees and nonemployee directors. The 2010 Long-Term Incentive Plan
(“LTIP plan™) provides stock awards up to 4,135,582 common shares of the Company and as of December 31, 2014 and 2013, there were 609,270 and
1,034,764 shares available for future grants under this plan, respectively. The Company initially had two types of optionsthat were granted under this
plan. Thefirst set of granted options (“Type A”) were to certain key officers and nonemployee directors and vest monthly at arate of 25% per year,
except that key officers do not begin vesting until they have completed one year of service, at which time they immediately become 25% vested. Each
option remains outstanding for 10 years after the initial grant date. There were 285,500 options granted during 2014 and 290,388 options granted in 2013
under this plan. The second set of granted options (“ Type B”), were to certain key employees and the vesting of these options would depend on the
performance of the Company’s equity at the end of the vesting performance period, which is measured at September 17, 2015 or aliquidity event,
whichever is earlier. There were no options granted during 2014 and 92,500 options granted in 2013 under this plan. During 2014, there were 5,000 options
forfeited Type A options and no forfeited Type B options and during 2013, there were 76,618 forfeited Type A options and 170,000 forfeited Type B
options.

Under aBoard of Directorsresolution, all options granted as Type B were converted to Type A in August of 2013 with credit given for time served to the
18 employees affected. Asaresult of this modification, the Company had to determine the additional incremental cost for the converted optionsin order
to recognizethis
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cost over the remaining vesting term of the options. Thisincremental value for the 1,534,000 options that were converted was $1,078 and will be
recognized over the remaining vesting term, which was extended from 4 to 6 years for certain officers.

In January 2014, the Company granted 125,000 restricted stock units (“RSUS’) and 19,994 deferred stock units (“DSUS") to key officers/employees as
part of the Company’sLTIP plan. The RSUs are time-based awards that vest 50% on the second anniversary of the date of grant and fully vest on the
third anniversary. These awardswill be delivered in common stock on the fully vested date with stock-based compensation expense being recognized
over the vesting term. The DSUs are fully vested and non-forfeitable awards that will be delivered in common stock on the earlier of the 1) second
anniversary of the date of grant or 2) grantee’s separation of service.

Stock-based awards are recognized over the vesting period and reflected as salaries and employee benefits within the Consolidated Statements of
Income, which was $2,531 and $3,497 for the years ending December 31, 2014 and 2013, respectively. Total unrecognized salaries and employee benefit
expense related to nonvested share-based compensation was $3,648 and $3,517 at December 31, 2014 and 2013, respectively, and is expected to all be
recognized by October 30, 2018 with aweighted-average period of 2.21 years.

Activity in the stock option plan for the years ended December 31, 2014 and 2013 is summarized as follows:

Weighted Average

Number Remaining
of Weighted Average Contractual Life
Shares Exercise Price (in years)
Outstanding — January 1, 2013 2,964,548 10.07 7.03
Granted 382,888 11.00 —
Exercised — — —
Forfeited (246,618) 10.50 —
Outstanding — December 31, 2013 3,100,818 10.15 5.77
Granted 285,500 12.00 —
Exercised — — —
Forfeited (5,000) 11.50 —
Outstanding — December 31, 2014 3,381,318 $ 10.30 5.19

Activity for the DSUs and RSUs for the years ended December 31, 2014 is summarized asfollows:

Weighted

Average

Number of Fair
Shares Value

Outstanding — January 1, 2014 — —
Granted 144,994 12.00

Exercised — —
Forfeited — N —
Outstanding — December 31, 2014 144,994 $ 12.00
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The following table presents information on stock options that were exercisable as of December 31, 2014 and 2013:

Weighted Weighted Average
Number Average Remaining
of Exercise Contractual Life
Shares Price (in years)
December 31, 2014 2,674,289 $ 10.09 557
December 31, 2013 2,317,375 $ 1004 6.33

The Company has utilized the Black-Scholes valuation method to determine the fair value of its stock options for Type A. The valuation method requires
the use of the following assumptions: the stock price as of the grant date, the expected dividend yield and the expected stock price volatility based upon
the historical volatility for agroup of comparable publicly-traded companies as defined by the Company. Also, for a period approximating the expected
life of the options, the risk-free rate based upon the U.S. Treasury yield curvein effect at the time of grant for periods corresponding with the expected
life of the options and the expected option life presented by the period of time the options are expected to be outstanding is based upon historical
trends.

The estimated fair value of the options granted, aswell as the weighted average and ranged assumptions used in the computations are as follows:

Type
A
Fair value of options granted $ 4.17
Expected dividend yield —
Expected volatility 37.00%
Risk-free interest rate 1.55%
Expected life (in years) 5.00

20. Commitment & Contingencies

In order to meet the financing needs of its customers, the Company has financial instruments with off-balance sheet risk. These financial instruments
include commitmentsto extend credit and standby |etters of credit. These instrumentsinvolve elements of credit, interest rate and/or liquidity risk.

Commitmentsto extend credit are legally binding agreementsto lend to customers. Commitments generally have fixed expiration dates or other
termination clauses and may require payment of fees. Since many of the commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future liquidity requirements. Established credit standards control the credit-risk exposure associated
with these commitments. The amount of collateral obtained, if deemed necessary upon extension of credit, is determined on a case by case basis by
management through credit evaluation of the customer.

Standby |etters of credit are commitments guaranteeing performance of a customer to athird party. These guarantees are issued primarily to support
public and private borrowing arrangements. In order to minimize its exposure, the Company credit policies govern the issuance of standby letters of
credit.
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At December 31, 2014 and 2013, the Company had unused |oan commitments and standby |etters of credit amounting to the following:

As of December 31, 2014 As of December 31, 2013
Fixed Variable Fixed Variable
Rate Rate Total Rate Rate Total
Unused loan commitments $25001 $462,685 $487,686 $22405 $439,703  $462,108
Standby letters of credit 1,076 38,404 39,480 3,664 23,937 27,601

$26,077 $501,089 $527,166 $26,069 $463,640  $489,709

The Company, on a case-by-case basis, establishes reserves for those legal claimsinwhichitis probable that alosswill be incurred and the amount of
such loss can be reasonably estimated. Based on current knowledge, management does not believe that 1oss contingencies, if any, arising from pending
litigation and regulatory matters will have amaterial adverse effect on the consolidated financial position, results or liquidity of the Company.

21. Subsequent Events

Management has eval uated the effects of subsequent eventsthat have occurred after December 31, 2014 and through March 25, 2015, the date the
financial statements were issued. During this period, management has determined that no events occurred that require disclosure.
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MANAGEMENT'SREPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Community & Southern Holdings, Inc.’s (the “ Company”) internal control over financial reporting is a process effected by those charged with
governance, management, and other personnel, designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of reliable financial statements in accordance with accounting principles generally accepted in the United States of America. The Company’s
assessment was conducted to meet the reporting requirements of Section 112 of the Federal Deposit Insurance Corporation Improvement Act (FDICIA),
and included controls over the preparation of financial statements in accordance with accounting principles generally accepted in the United States of
America and with the regulatory reporting requirements associated with Form FR Y-9C, Form FR Y-9L P, and the Consolidated Reports of Condition and
Income. An entity’sinternal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of recordsthat, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the entity; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statementsin accordance with accounting principles generally accepted in the
United States of Americaand financial statements for regulatory reporting purposes, and that receipts and expenditures of the entity are being made only
in accordance with authorizations of management and those charged with governance; and (3) provide reasonabl e assurance regarding prevention, or
timely detection and correction of unauthorized acquisition, use, or disposition of the entity’s assets that could have amaterial effect on the financial
statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent, or detect and correct misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changesin conditions, or that
the degree of compliance with the policies and procedures may deteriorate.

Management is responsible for establishing and maintaining effective internal control over financial reporting, including controls over the preparation of
regulatory financial statements. Management assessed the effectiveness of the Company’ sinternal control over financial reporting as of December 31,
2013, based on the framework set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control— ntegrated
Framework (1992). Based on that assessment, management concluded that, as of December 31, 2013, the Company’sinternal control over financial
reporting, including controls over the preparation of regulatory financial statements, is effective based on the criteriaestablished in Internal Control—
Integrated Framework (1992).

Management’ s assessment of the effectiveness of internal control over financial reporting, including controls over the preparation of regulatory financial
statements, as of December 31, 2013, has been audited by PricewaterhouseCoopers, an independent public accounting firm, as stated in their report
dated March 25, 2014.

Community & Southern Holdings, Inc.
March 25, 2014

/sl Patrick M. Frawley
Patrick M. Frawley
Chief Executive Officer

/s Anthony P. Valduga
Anthony P. Valduga
Chief Financial Officer

/9 James C. Musselwhite
James C. Musselwhite
Controller




Report of Independent Auditors

To the Board of Directors and Shareholders
of Community & Southern Holdings, Inc.

We have audited the accompanying consolidated financial statements of Community & Southern Holdings, Inc. and its subsidiaries (the “Company”),
which comprise the consolidated bal ance sheets as of December 31, 2013 and 2012, and the related consolidated statements of income, comprehensive
income, shareholders’ equity and cash flows for the years then ended. We also have audited the Company’ sinternal control over financial reporting as
of December 31, 2013 based on criteria established in Internal Control — Integrated Framework (1992) issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

M anagement’s Responsibility

The Company’ s management is responsible for the preparation and fair presentation of the consolidated financial statementsin accordance with
accounting principles generally accepted in the United States of America, for maintaining internal control over financial reporting including the design,
implementation, and maintenance of controls relevant to the preparation and fair presentation of the consolidated financial statementsthat are free from
material misstatement, whether due to error or fraud, and for its assertion about the effectiveness of internal control over financial reporting, included in
the accompanying Management’s Report on Internal Control over Financial Reporting.

Auditor’s Responsibility

Our responsibility isto express an opinion on the consolidated financial statements and an opinion on the Company’sinternal control over financial
reporting based on our audits. We conducted our audits of the consolidated financial statements in accordance with auditing standards generally
accepted in the United States of Americaand our audit of internal control over financial reporting in accordance with attestation standards established
by the American Institute of Certified Public Accountants. Those standards require that we plan and perform the audits to obtain reasonabl e assurance
about whether the consolidated financial statements are free from material misstatement and whether effective internal control over financial reporting
was maintained in all material respects.

An audit of financial statements involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on our judgment, including assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control relevant to the company’s preparation
and fair presentation of the consolidated financial statementsin order to design audit procedures that are appropriate in the circumstances. An audit of
internal control over financial reporting involves obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, and testing and eval uating the design and operating effectiveness of internal control based on the assessed risk. Our audits also
included performing such other procedures as we considered necessary in the circumstances. We believe that the audit evidence we obtained is
sufficient and appropriate to provide a basis for our opinions.
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Definition and Inherent Limitations of Internal Control over Financial Reporting

A company’sinternal control over financial reporting is aprocess effected by those charged with governance, management, and other personnel,
designed to provide reasonabl e assurance regarding the preparation of reliable financial statementsin accordance with accounting principles generally
accepted in the United States of America. Because management’s assessment and our audit were conducted to meet the reporting requirements of
Section 112 of the Federal Deposit Insurance Corporation Improvement Act (FDICIA), our audit of the Company’ sinternal control over financial
reporting included controls over the preparation of financial statementsin accordance with accounting principles generally accepted in the United States
of America and with the instructions to the Consolidated Financia Statements for Bank Holding Companies (Form FR Y -9C). A company’sinternal
control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of recordsthat, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statementsin accordance with generally accepted accounting principles, and that receipts and expenditures
of the company are being made only in accordance with authorizations of management and those charged with governance; and (iii) provide reasonable
assurance regarding prevention or timely detection and correction of unauthorized acquisition, use, or disposition of the company’s assets that could
have amaterial effect on the financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent, or detect and correct misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Community &
Southern Holdings, Inc. and its subsidiaries at December 31, 2013 and 2012, and the results of their operations and their cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2013, based on criteria established in Internal Control —
Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

/sl PricewaterhouseCoopersLLP

March 25, 2014

PricewaterhouseCoopers LLP, 1o Tenth Street, Suite 1400, Atlanta, GA 30300-3851
T: (678) 419 oooo, F: (678) 410 1230, www.pwe.com,;/ us



Community & Southern Holdings, Inc.
Consolidated Balance Sheets
December 31, 2013 and 2012

(In thousands of dollars, except share data)

Assets
Cash and due from banks
Investment securities available-for-sale (amortized cost of $432,945 and $351,815, respectively)
Investment securities hel d-to-maturity (market value of $77,527 and $72,084, respectively)
Loans held for sale
Loans
Originated
Acquired (including $377,926 and $511,952 covered under FDIC loss share agreements, respectively)
Allowance for loan losses for originated loans
Allowance for loan losses for acquired loans
Loans, net of allowance for loan |osses
Premises and eguipment
Other real estate owned (including $46,999 and $121,524 covered under FDIC |oss share agreements, respectively)
FDIC loss sharereceivable
Goodwill
Other intagible assets
Bank owned lifeinsurance
Other assets
Total assets
Liabilitiesand Shareholders Equity
Liabilities
Deposits
Noninterest-bearing
Interest-bearing
Total deposits
Other borrowings
Other liabilities
Totd liabilities
Shareholders' equity
Common stock ($0.01 par value; 100,000,000 shares authorized; 36,949,266 shares issued and outstanding as of
December 31, 2013 and 2012, respectively)
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income
Total shareholders’ equity
Total liabilities and shareholders’ equity

The accompanying notes are an integral part of these consolidated financial statements.
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2013 2012
$ 217,071 $ 214,489
433,037 361,696
75,680 66,550
1,967 24,146
1,358,251 865,937
404,386 547,103
(18,450) (11,792)
(12,085) (18,753)
1,732,102 1,382,495
61,962 59,751
47,793 122,826
108,267 236,400
11,740 10,028
8,554 9,391
58,999 57,561
47,848 33,186
$2805020 $ 2578519
$ 279,795 $§ 244,437
1,960,159 1,764,963
2,239,954 2,009,400
95,183 111,806
46,048 43,677
2,381,185 2,164,883
369 369
370,139 366,642
52,617 39,427
710 7,198
423,835 413,636
$23805020 $ 2578519




Community & Southern Holdings, Inc.
Consolidated Statements of Income
For the Years Ended December 31, 2013 and 2012

(In thousands of dollars)

Interest income

Interest and fees on loans

Interest and dividends on investment securities
Interest on other earning assets

Total interest income
Interest expense
Deposits
Other borrowings

Total interest expense

Net interest income
Provision for credit losses for acquired loans
Provision for credit losses for originated loans

Net interest income after provision for credit |osses

Noninterest income

Service charges on deposit accounts
Securities gains, net

Gain on acquisitions

FDIC loss share receivable gain (10ss)
Other

Total noninterest income

Noninterest expense

Salaries and employee benefits

Occupancy and equipment expense

Expense on loans and other real estate owned

Other real estate owned and repossession losses, net
Amortization expense

FDIC accretion expense

Other

Total noninterest expense

Income before income taxes
Income tax expense (benefit)
Net income

The accompanying notes are an integral part of these consolidated financial statements.
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2013 2012
$124485  $125776
10,042 10,398
664 667
135,191 136,841
11572 13,653
1,907 2,157
13,479 15,810
121,712 121,031
(7,837) 4,665
9,043 9,854
120,506 106,512
10,996 10,614
2,532 1,440
— 6,860
(7,138) 4,79
10,514 12,722
16,904 36,432
45,375 47,637
11,340 10,541
6,135 7,140
4,715 10,041
2,309 2,137
28,222 27,126
22,312 25,847
120,408 130,469
17,002 12,475
3,812 (103)
$ 13190 $ 12578




Community & Southern Holdings, Inc.
Consolidated Statements of Comprehensive Income
For the Years Ended December 31, 2013 and 2012

(In thousands of dollars)

Net Income

Components of other comprehensiveincome/ (10ss):

Unrealized gains/ (losses) on available-for-sale securities arising during period (net of $2,566 and $783 tax, respectively)

Reclassification adjustment for net gains realized in earnings (net of $861 and $490 tax, respectively)
Amortization of unrealized gains on investment securities transferred from available-for-sale to hel d-to-maturity

Total other comprehensiveincome/ (loss)

Comprehensiveincome

The accompanying notes are an integral part of these consolidated financial statements.
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2013 2012

$13190 $12578
(4,601) 1,224
(1,671) (950)
(126) (123)
(6,488) 151

$ 6702 $12,729




Community & Southern Holdings, Inc.
Consolidated Statements of Shareholders Equity
For the Years Ended December 31, 2013 and 2012

(In thousands of dollars)

Balance at January 1, 2012
Net income
Change in accumulated other comprehensive income
Stock-based compensation expense

Balance at December 31, 2012
Net income
Change in accumulated other comprehensive income
Stock-based compensation expense

Balance at December 31, 2013

Accumulated

Additional Other Total
Common Paid-in Retained Comprehensive Shareholders’
Stock Capital Earnings Income (L 0ss) Equity
$ 369 $ 363,390 $ 26,849 $ 7,047 $ 397,655
— — 12,578 — 12,578
— — — 151 151
— 3,252 — — 3,252
369 366,642 39,427 7,198 413,636
— — 13,190 — 13,190
— — — (6,488) (6,488)
— 3,497 — — 3,497
$ 369 $ 370,139 $ 52,617 $ 710 $ 423,835

The accompanying notes are an integral part of these consolidated financial statements.
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Community & Southern Holdings, Inc.
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2013 and 2012

(In thousands of dollars)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to cash provided by operating activities
Net amortization/accretion of premiums and discounts
Provision for credit losses
Other real estate owned and repossession |osses, net
Stock-based compensation expense
Deferred income tax expense (benefit)
Depreciation, amortization and accretion
Gain on acquisitions
Securities gains, net
Net changein loans held for sale
Net changein FDIC loss share receivable
Increase in cash surrender value of bank owned life insurance
Net changein other assets
Net change in other liabilities
Net cash provided by operating activities
Cash flowsfrom investing activities
Net change in loans held for investment (originations, net of principal repayments)
Purchases of investment securities available-for-sale
Proceeds from maturities and calls of investment securities available-for-sale
Proceeds from sales of securities available-for-sale
Proceeds from calls and maturities of securities held-to-maturity
Purchases of securities held-to-maturity
Purchases of premises and equipment
Disposals of premises and equipment
Other adjustmentsin other real estate owned
Proceeds from sales of other real estate owned
Net cash acquired from acquisitions
Net cash provided by (used in) investing activities
Cash flowsfrom financing activities
Net change in deposits
Proceeds from other borrowings
Repayment of other borrowings
Net cash provided by (used in) financing activities
Changein cash and due from banks
Beginning of period
End of period

Supplemental disclosure of cash flow information
Transfers of loans to other real estate owned

Cash paid for interest

Cash paid for income taxes

Change in unrealized gain on securities available-for-sale

The accompanying notes are an integral part of these consolidated financial statements.
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2013 2012
$ 13190 $ 12,578
(55731)  (80,349)
(1,206) 14,519
4,715 10,041
3,497 3,252
(17,305) 6,636
3,109 1,665
— (6,860)
(2,532) (1,440)
22,179 (21,767)
128,133 126,051
(1437)  (16,700)
(14,420) 7,742
23,025 (11,922)
105,217 43446
(317,407)  (323,060)
(225698)  (87,992)
99,950 121,166
44,272 93,677
1472 2,082
(10,940) (6.272)
(3,667) (9,024)
2,500 631
15,734 36,963
91,857 61,046
201,313 86,370
(100,614) (24,413
12,979 97,917
215,000 —
(230,000)  (40,000)
(2,021) 57,017
2,582 76,950
214,489 137,539
$217071  $ 214,489
$ 37273 $ 90,530
13516 16,087
15,742 —
(9,788) 567



Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

1.  Summary of Significant Accounting Policiesand Nature of Business

Community & Southern Holdings, Inc. (the “ Company”), headquartered in Atlanta, Georgia, is aregistered bank holding company with one banking
subsidiary: Community & Southern Bank (“CSB”) which operates branches throughout the Atlanta, Georgia metro area and northern Georgia. CSB isthe
parent company of CSB Investments, Inc. (“CSB Investments’) and Acru Wealth, LLC (“Acru”). CSB Investmentsis a Nevada corporation which owns
all of the investment securities of the Company. Acru isaGeorgialimited liability company acquired on July 20, 2012 in connection with the acquisition
of First Cherokee State Bank (“FCSB”). Community & Southern Holdings, Inc. was organized on September 18, 2009, as a Delaware corporation, with no
activity until January 29, 2010. CSB was organized as a Georgia-state chartered bank and opened on January 29, 2010. As used herein, “the Company”
refersto Community & Southern Holdings, Inc., except where the context requires otherwise.

Natur e of Business

CSB offers full-service banking services designed to meet the needs of retail and commercial customersin the marketsin which it operates, with afocus
on the resol ution of assets acquired from the Federal Deposit Insurance Corporation (“FDIC"). The services offered include transaction and savings
deposit accounts, commercial and consumer lending, asset management and full-service securities brokerage through a third-party provider and other
activities related to commercial banking. Acru historically provided insurance products, trust services and access to various other investment products
and services through non-bank affiliated, registered third parties. During 2013, the Company discontinued offering these products and services through
Acru and transferred all custody accounts to an outside third party. The Company and CSB are subject to the regulations of certain federal and state
agencies and are periodically examined by those regulatory agencies.

Basis of Presentation and Consolidation

The accounting and reporting policies of the Company and its subsidiary are in accordance with accounting principles generally accepted in the United
States of America (“US GAAP’) and, with regard to the banking subsidiary, conform to general industry practices. All intercompany accounts and
transactions have been eliminated in consolidation. Assets and liabilities of purchased companies are stated at estimated fair values at the date of
acquisition. Results of operations of companies purchased are included from the date of acquisition. Certain reclassifications have been made to prior
period amounts to conform to the current period presentation.

Use of Estimatesin the Preparation of Financial Statements

The preparation of consolidated financial statements requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent liabilities at the date of the consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. Material estimates that are particularly susceptible to significant
change include:

*  Determination of the allowance for loan losses, reserve for unfunded lending commitments, and provision for credit losses
¢ Incometaxes

*  Determination of fair values of acquired assets and liabilities



Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

* Lossestimatesrelated to acquired loans and other real estate owned (“OREQ”)
*  Goodwill and other intangible assets, including assessment of impairment

*  Vauation of OREO

Cash and Duefrom Banks

Cash and due from banks includes cash on hand, interest-bearing demand depositsin other banks and amounts due from banks. Cash on hand is defined
as having maturities of three months or less, and accordingly, the carrying amount of these instruments is deemed to be areasonabl e estimate of fair
value.

The Company is required to maintain reserve balancesin cash or on deposit with the Federal Reserve Bank to meet regulatory reserve and clearing
reguirements.

Investment Securities

The Company classifies debt and equity securitiesinto three categories: trading, held-to-maturity and available-for-sale.

M anagement determines the appropriate classification of investment securities at the time of purchase. Debt securities are classified as held-to-maturity
when the Company has the positive intent and ability to hold the securities to maturity. Held-to-maturity securities are carried at amortized cost.

Securities classified astrading are held principally for resale in the near term and are recorded at fair value. Gains or losses, either unrealized or realized,
are reported in noninterest income. At December 31, 2013 and 2012, the Company had no investment securities classified astrading.

Investment securities not classified as either held-to-maturity or trading are classified as available-for-sale. Investment securities available-for-sale are
stated at fair value, with the unrealized gains and losses, net of tax, reported as a separate component of accumulated other comprehensive incomein the
Consolidated Statements of Comprehensive Income.

The amortized cost of debt securities classified as either held-to-maturity or available-for-saleis adjusted for amortization of premiums and accretion of
discounts to maturity, or in the case of mortgage-backed securities, over the estimated life of the security. Such amortization is considered an adjustment
toyield on the security and included in interest income from investments. I nterest and dividends are included in interest and dividends on investment
securitiesin the Consolidated Statements of Income.

Gains and losses realized from the sales of investment securities are determined by specific identification and are included in noninterest income.
Available-for-sale and held-to-maturity securities are reviewed quarterly for potential impairment. The Company determines whether it has the intent to
sell adebt security or whether it is more likely than not it will be required to sell the debt security before the recovery of its amortized cost basis. If either
condition is met, the Company will recognize an impairment loss necessary to reduce the carrying value of the debt security to fair value. For all other
debt securities for which the Company does not expect to recover the entire amortized cost basis of the security and do not meet either condition, an
other-than-temporary lossis considered to have occurred and the Company records the credit |oss portion of impairment in earnings and the impairment
related to all other factorsin other comprehensive income/(l0ss).
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Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

LoansHeld for Sale

Loans held for sale are residential mortgage |oans, secured by single family residential dwellings, newly originated for the purpose of sale to third parties.
Loans held for sale are measured at the lower of cost or fair value. Origination fees and costs for |loans held for sale are capitalized in the basis of the loan
and are included in the calculation of realized gains and losses upon sale.

Originated L oans

L oans that the Company has the intent and ability to hold for the foreseeable future or until maturity or pay-off are reported at the principal balance
outstanding. Loan origination and commitment fees received and certain direct loan origination costs paid are deferred and the net amount is amortized
as an adjustment to the related loan’ s yield using the effective interest method. All loan types are placed on nonaccrual statuswhen it is probable that
principal or interest is not fully collectible, or when principal or interest becomes 90 days past due, whichever occursfirst. Certain loans past due 90 days
or more may remain in accrual status if management determines that it does not have a concern over the collectability of principal or interest. Loans of all
types which become 90 days delinquent are reviewed for collectability. Unless such loans are in the process of modification, collection through
repossession or foreclosure, those loans deemed uncollectible are charged off against the allowance for loan losses.

When aloan is placed on nonaccrual, interest income that has been accrued in the current year isreversed. Interest income on nonaccrual loans, if
recognized, isrecorded after principal on aloan hasfirst been reduced to zero. If and when borrowers demonstrate the sustained ability to repay aloanin
accordance with the contractual terms of aloan classified as nonaccrual, the loan may be returned to accrual status.

Acquired Loans (including loans cover ed under FDIC loss shar e agr eements)

The Company accounts for its acquisitions using the acquisition method of accounting. All identifiable assets acquired, including loans, are recorded at
fair value. No allowance for |oan losses related to the acquired loans is recorded on the acquisition date as the fair value of the loans acquired
incorporates assumptions regarding credit risk. Loans acquired are recorded at fair value, exclusive of any loss share agreements with the FDIC. Thefair
value assumptions associated with the loansinclude estimates related to expected prepayments and the amount and timing of undiscounted expected
principal, interest and other cash flows.

The Company is accounting for the majority of loans acquired through FDIC assisted transactions under the guidance governing acquired loans with
deteriorated credit quality except loans with revolving privileges, which are outside the scope of this guidance. For acquired loans being accounted for
as acquired loans with deteriorated credit quality, interest income is recognized through accretion of the difference between the carrying value of the
loan pool and the gross expected cash flows, from such pool, on alevel-yield basis over the loans’ estimated life. For pools that have no carrying value,
incomeis recognized as cash isreceived under the cost recovery method.

Acquired loans outside the scope of acquired loans with deteriorated credit quality guidance are accounted for under the guidance related to recognizing
discount accretion based upon the acquired loan’s contractual cash flows. Discounts created when the loans were recorded at their estimated fair values
at acquisition are ratably amortized over the remaining contractual term of the loan as an adjustment to the related loan’ s yield. The accrual of contractual
interest income and any unamortized discounts is discontinued when the collection of aloan or interest, in whole or part, is doubtful.
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Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

Loans acquired in FDIC-assisted transactions that areinitially covered under loss share agreements are referred to as covered |oans.

Troubled Debt Restructuring

A restructuring of debt constitutes atroubled debt restructuring (“TDR”) if the Company, for economic or legal reasons related to a borrower’sfinancial
difficulties, grants a concession to aborrower that it would not otherwise consider. That concession either stems from an agreement between the
Company and aborrower or isimposed by law or acourt.

TDRs are separately identified for impairment disclosures and are measured at the present val ue of estimated future cash flows using the loan’s effective
rate at inception. If aTDR is considered to be a collateral-dependent loan, the loan isreported, net, at the fair value of the collateral.

Modification of loans accounted for within a pool are not subject to TDR guidance and therefore do not result in removal of these loans from the pool
even if the modification would otherwise be considered a TDR. L oans accounted for individually under the acquired loans with deteriorated credit
quality guidance continue to be subject to the TDR accounting provisions.

Allowancefor Loan Lossesfor Originated L oans

The allowance for |oan lossesis a valuation account available to absorb probable incurred losses within the loan portfolio. Thelevel of the allowance for
loan losses is based upon management’s eval uation of the loan portfolio including such factors as past loan loss experience, known and inherent risksin
the portfolio, adverse situations that may affect the borrower’s ability to repay (including the timing of future payments), the estimated value of any
underlying collateral, composition of the loan portfolio, market and economic conditions, borrower’s payment status, internal credit risk ratings and other
relevant factors. Thisevaluation isinherently subjective asit requires material estimatesincluding the amounts and timing of future cash flows expected
to be received on impaired loans that may be susceptible to significant change. Loans are charged off when management believes that the ultimate
collectability of theloan is unlikely. Allocation of the allowance may be made for specific loans, but the entire allowanceis available for any loan that, in
management’s judgment, is deemed to be uncollectible.

Management’ s determination of the adequacy of the allowanceis based upon an assessment of the estimated probable incurred lossesin the loan
portfolio given the conditions at the time. The allowanceisincreased by provisions charged to expense and decreased by actual charge-offs, net of
recoveries.

The allowance adequacy assessment begins with a process of estimating the probable incurred losses in the loan portfolio. These estimates are
established by category and based upon the Company’sinternal system of credit risk ratings and historical loss data. The estimate of probable incurred
losses in the loan portfolio may then be adjusted for management’s estimate of additional probableincurred losses as aresult of specific credit
exposures, trends in delinquent and nonaccrual 1oans, aswell as other factors such as prevailing economic conditions, lending strategies and other
influencing factors.

The Company considers aloan to beimpaired and placed on nonaccrual when, based upon current information and events, it believesit is probable that
the Company will be unableto collect all amounts due according to the contractual terms of the |oan agreement. Management reviews all impaired loans
individually to determineif a specific allowance based upon the borrower’s overall financial condition, resources and payment record, support from
guarantors and the realizable value of any collateral is necessary. Specific allowances are based upon
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Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

discounted cash flows using aloan’sinitial effective interest rate or the fair value of the collateral for collateral dependent loans. If the recorded
investment in theimpaired |oan exceedsitsfair value, avaluation allowanceis required as a component of the allowance for loan losses. Interest income
for impaired, nonaccruing, loansis recorded on a cash basis during the period the loans are considered impaired after recovery of principal.

Reservefor Unfunded L ending Commitments

The Company also estimates probableincurred losses related to unfunded lending commitments, such as letters of credit and binding unfunded loan
commitments. Unfunded lending commitments are analyzed and segregated by risk similar to funded loans based upon the Company’sinternal credit risk
ratings. Theserisk classifications, in combination with an analysis of historical 10ss experience, existing economic conditions, and any other pertinent
information, result in the estimation of the reserve for unfunded lending commitments. The unfunded commitment reserve is reported in the Consolidated
Balance Sheetswithin other liabilities while the change in the reserve is reported within the provision for credit |osses for originated loans within the
Consolidated Statements of Income.

Allowancefor Loan Lossesfor Acquired Loans (including loans covered under FDIC loss shar e agreements)

The Company also maintains an allowance for loan |osses on acquired loans. For purposes of applying the guidance for acquired |oans with deteriorated
credit quality, the Company groups acquired loansinto pools based upon common risk characteristics and periodically re-estimates expected cash flows.
Estimated fair values for acquired loans are based upon a discounted cash flows methodol ogy that considers various factors including the type of loan,
collateral, credit quality, fixed or variable interest rate, term of loan and whether or not the loan was amortizing, and a discount rate reflecting effective
yield of the pool. These cash flow evaluations are inherently subjective as they require material estimates, all of which may be susceptible to significant
changein future periods.

A declinein gross expected cash flows for a pool of loansresultsin impairment and is recorded as provision for credit losses on acquired |oans expense
on adiscounted basis during the period. Improvement in gross expected cash flows for a pool of loans, once any previously recorded impairment is
recaptured, isrecognized prospectively as an adjustment to the yield on the loansin the pool. The estimated reimbursement on covered loan losses due
from the FDIC under |oss share agreements resulting from changes to |oan impairment is recorded as both an FDIC loss share receivable gain and an
increase to the FDIC loss share receivabl e at the time loan impairment is recognized.

Charge-offs on acquired loans accounted for under the guidance of acquired loans with deteriorated credit quality arefirst applied to purchase discount
until exhausted. Subseguent charge-offs are applied to the allowance for |oan losses.

For acquired loans outside the scope of acquired loans with deteriorated credit quality guidance, an allowance for loan losses is measured using a similar
methodology to the originated portfolio. The allowance for loan lossesis recorded once the incurred credit |osses exceed remaining purchase discount.

Premises and Equipment

Premises and equipment are stated at cost |ess accumulated depreciation and amortization. Depreciation and amortization are computed by the straight-
line method and are expensed over the estimated useful lives of the assets, which range from 25 to 50 years for premises and 3 to 10 years for furniture,
software and equipment.
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Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

L easehold improvements are amortized over the terms of the respective leases or the useful lives of the improvements, whichever is shorter. Gains and
losses on dispositions are recorded in other noninterest income. Premises and equi pment are eval uated for impairment whenever events or changesin
circumstances indicate that the carrying value of the asset may not be recoverable. Maintenance and repairs are charged to occupancy and equipment
expense asincurred.

OREO

OREOQ includes assets that have been acquired in satisfaction of debt through foreclosure. OREO isrecorded at the lower of cost or fair value, minus
estimated costs to sell. Subsequent to foreclosure, losses resulting from the periodic revaluation of the property are charged to net income and a new
carrying valueis established. Any gains or losses realized at the time of disposal are reflected in the Consolidated Statements of Income.

FDIC L oss Share Receivable

The FDIC loss share receivabl e results from |oss share agreementsin FDIC-assisted transactions which are measured separately from the related covered
assets as they are not contractually embedded in those assets and are not transferable should the Company choose to dispose of the covered assets.
The FDIC loss share receivabl e represents expected reimbursements from the FDIC for losses on covered assets.

Pursuant to the terms of the loss share agreements, covered assets are subject to a stated | oss threshold or loss tranches, as outlined in each | oss share
agreement, whereby the FDIC will reimburse the Company for certain losses in accordance with each respective loss share agreement. The Company will
reimburse the FDIC for its share of recoveries with respect to losses for which the FDIC paid the Company areimbursement under the loss share
agreement. The FDIC' s obligation to reimburse the Company for losses with respect to covered assets begins with the first dollar of lossincurred.

The FDIC loss share receivable was recorded at its estimated fair value at the time each FDIC-assisted transaction was consummated. Subsequent
accounting for the FDIC loss share receivableis closely related to the accounting for the underlying, covered assets and is treated as an indemnification
asset under the guidance for identifiable assets and liabilities in a business combination. The Company re-estimates the gross expected indemnification
asset cash flows in conjunction with the periodic re-estimation of cash flows on covered loans accounted for under the guidance related to acquired
loans with deteriorated credit quality. Improvementsin cash flow expectations on covered |oans generally result in arelated decline in the expected
indemnification cash flows. The resultant decrease in the value of the FDIC loss share receivableis reflected as an adjustment to itslevel-yield basis
amortization over the lesser of the contractual term of the indemnification agreement and the remaining life of the indemnified assets. Conversely,
declinesin gross cash flow expectations on covered |oans generally result in an increase in expected indemnification cash flows. The resultant increase
in the value of the FDIC loss share receivable is reflected immediately in earnings to the extent that a previously recorded valuation allowanceis
reversed; otherwise, theincrease in the value of the FDIC loss share receivableis reflected as an adjustment to its level-yield basis amortization over the
lesser of the contractual term of the indemnification agreement and the remaining life of the indemnified assets. For covered OREO, additional FDIC loss
share receivable may be established as subsequent write-downs to OREO occur or as gains and losses on sales of OREO are recognized.

Goodwill and Other Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of net assets acquired in a business combination. Goodwill is not amortized but
tested for impairment on an annual basis, or more often, if events or
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circumstances indicate there may beimpairment. Goodwill impairment exists when areporting unit’s carrying value of goodwill exceedsitsimplied fair
value, which is determined through a two-step impairment test. As described in Recent Accounting Pronouncements, new guidance governing the
testing of indefinite lived intangible assets for impairment allows the option to first assess Goodwill by utilizing qualitative factorsin determining if itis
more likely than not that carrying value exceeds fair value. If, through this analysis, it is determined that it is more likely than not that carrying value
exceeds fair value, then the next step, referred to as Step 1, requires estimation of the fair value of the reporting unit. If the fair value of the reporting unit
exceedsits carrying value, no further testing is required. If the carrying value exceeds the fair value, further analysisis required to determine whether an
impairment charge must be recorded based upon the implied fair value of goodwill and, if so, the amount of such charge. A qualitative assessment was
performed on the Company’s one reporting unit as of September 30, 2013. Qualitative factorsindicated that it was more likely than not that the fair value
of the Company’s goodwill exceeded its carrying value. As such, Step 1 testing was not required. Additionally, no triggering events were identified since
the analysis performed on September 30, 2013.

Asaresult of the Company’s acquisitions, identifiable intangibl e assets were recorded representing the estimated val ue of core deposits assumed.
These intangible assets are amortized over their estimated useful lives, which are periodically reviewed for reasonableness and are evaluated for
impairment whenever events or changes in circumstances indicate the carrying amount of the assets may not be recoverable.

Bank Owned Life Insurance

Bank Owned Life Insurance (“BOLI") islong-term life insurance on the lives of certain employees where the insurance policy benefits and ownership are
retained by the employer. To date, the Company has purchased life insurance policies on certain senior officers. BOLI isrecorded at the cash surrender
value that can be adjusted for charges due at settlement at the balance sheet date. The cash value accumulation on BOLI is permanently tax deferred if
the policy isheld to the insured person’s death.

Other Assets

Other assetsinclude investmentsin the Federal Home Loan Bank of Atlanta (“FHLBA”) stock, prepaid expenses, net tax assets (current and deferred),
and accrued interest receivable. The FHLBA requires member banks to purchase stock as a condition of membership and other criteriaincluding the
amount of advances outstanding. FHLBA stock is generally redeemabl e based upon guidelines established by the issuing bank. Theinvestmentsin
FHLBA stock are reported at cost and evaluated for impairment based upon the ultimate recoverability of the par value. Prepaid expenses are payments
made by the Company for servicesto be received in the near future. While the Company initially records these as assets, their value is expensed, as
incurred, when the benefit is received. Accrued interest represents the interest that has been earned from a borrowers’ |oan or investment securities but
not yet received.

Other Liabilities

Other liabilitiesinclude the FDIC Clawback liability, the unfunded commitment reserve, accrued interest on deposits and other payables. The FDIC
Clawback liability represents a reimbursement the Company may be required to pay the FDIC if actual losses are |ess than certain threshol ds established
in each |oss share agreement. Accrued interest on deposits representsinterest that has been earned and payabl e to depositors. Other payables are
expensesincurred by the Company for services received that will be paid in the near future.
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Income Taxes

Income tax expense is based upon income before income taxes and generally differs from income taxes paid due to deferred income taxes and benefits
arising from income and expenses being recognized in different periods for financial and income tax reporting purposes, as well as permanent differences,
such as gains on acquisitions. The Company uses the asset and liability method to account for deferred income taxes. The objective of the asset and
liability method isto establish deferred tax assets and liabilities for the temporary differences between the financial reporting basis and the income tax
basis of the Company’s assets and liabilities at the effective rates expected to be in effect when such amounts are realized or settled. The Company
evaluates the realization of deferred tax assets based upon all positive and negative evidence available at the balance sheet date. Realization of deferred
tax assetsis based upon the Company’s judgments, including taxable income within any applicable carryback periods, future projected taxable income,
reversal of taxable temporary differences and other tax-planning strategies to maximize realization of the deferred tax assets. A valuation allowanceis
recognized for a deferred tax asset if, based upon the weight of available evidence, it is morelikely than not that some portion or all of the deferred tax
asset will not be realized. In computing the income tax provision or benefit, the Company evaluates the technical merits of itsincome tax positions based
upon current legislative, judicial and regulatory guidance.

The Company continually monitors and eval uates the potential impact of current events on the estimates used to establish income tax expense and
income tax liabilities. The Company and its subsidiary file a consolidated federal income tax return and separate state income tax returns based upon
current tax law, positions taken by various tax auditors within the jurisdictions that the Company isrequired to file income tax returns, aswell as potential
or pending audits or assessments by such tax auditors. If the Company incursinterest and/or penalties related to income tax mattersit will report them as
apart of income tax expense.

Pension Accounting

The Company maintains an unfunded, noncontributory, nonqualified supplemental executive retirement plan (“ SERP") that covers key executives. The
plan provides defined benefits based upon afixed cash benefits schedule. The Company adopted authoritative guidance for employers accounting for
pensions which require accounting for the SERP using the actuarial model and requires the recognition of the overfunded or underfunded status of a
defined benefit postretirement plan as an asset or liability on the Consolidated Balance Sheets.

Other Comprehensive Income

Other comprehensive income is defined as the change in shareholders' equity during the period from transactions and other events and circumstances
from nonowner sources. Accumulated other comprehensive income includes the reclassification for realized gains and |osses from securities sales during
the period, the unrealized holding gains and losses from investment securities avail able-for-sale and the amortization of unrealized gains on investment
securities transferred from available-for-sale to held-to-maturity.

Stock-based Compensation

The Company grants stock options and other equity awards to purchase its common stock to certain key officers/employees and directors. Stock
options are for afixed number of shares with an exercise price equal to the fair value of the shares at the grant date. Stock-based compensation expense
isrecognized in the Consolidated Statements of Income on a straight-line basis over the vesting period. In addition, the Company estimates the
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number of awards for which vesting is probable and adjusts compensation cost accordingly. As compensation expenseis recognized, adeferred tax
asset isrecorded that represents an estimate of the future tax deduction from exercise. At the time that stock-based awards are exercised, cancelled, or
expire, the Company may be required to recognize an adjustment to income tax expense.

Fair Values

US GAAP requires the use of fair valuesin determining the carrying values of certain assets and liabilities, aswell as for specific disclosures. Fair value
is defined as the price that would be received to sell an asset or transfer aliability in an orderly transaction between willing market participants at the

measurement date. When determining the fair value measurements for assets and liabilities, the Company considers the principal or most advantageous
market in which those assets or liabilities are sold and considers assumptions that market participants would use when pricing those assets or liabilities.

Individual fair value estimates are ranked on athree-tiered scal e based upon the relative reliability of the inputs used in the valuation. Fair values
determined using Level 1 inputsrely on active and observable marketsto price identical assetsor liabilities. In situations where identical assets and
liabilities are not traded in active markets, fair values may be determined based upon Level 2 inputs, which are used when observabl e data exists for
similar assets and liabilities. Fair values for assets and liabilities that are not actively traded in observable markets are based upon Level 3 inputs, which
are considered to be unobservable. Certain financial assets and liabilities are eligible for measurement at fair value with changesin fair value recognized
in the income statements each period. Upon inception, the Company elected not to measure any assets and liabilities at fair value other than those
otherwise required to be measured at fair value.

Acquisitions

US GAAP requires that the acquisition method of accounting be used for all business combinations and an acquirer be identified. The acquirer isthe
entity that obtains control of one or more businesses in the business combination and the acquisition date is the date the acquirer achieved control. The
acquirer recognizes the fair value of assets acquired, liabilities assumed and any noncontrolling interest in the acquiree at the acquisition date. If the fair
value of assets purchased exceeded the fair value of liabilities assumed, it resultsin a“gain on acquisition”. If the consideration given exceeds the fair
value of the net assets received, goodwill isrecognized. Generally, fair values are subject to refinement for up to one year after the closing date of an
acquisition asinformation relative to closing date fair values becomes available (the “ measurement period”). During the measurement period, the
Company recognizes adjustments to the initial amounts recorded asif the accounting for the business combination had been completed at the
acquisition date. Adjustments are typically recorded as aresult of new information received after the acquisition date that is necessary to identify and
measure identifiable assets acquired and liabilities assumed.

Operating Segments

Accounting standards require that information be reported about a company’s operating segments using a“ management approach.” Reportable
segments are identified in these standards as those revenue-producing components for which separate financial information is produced internally and
which are subject to evaluation by the chief operating decision maker. While the chief operating decision maker monitors the revenue streams of the
various products and services, operations are managed and financial performance is evaluated on a Company-wide basis. Operating segments are
aggregated into one as operating results for all segments are similar. Accordingly, all of the financia service operations are considered by management
to be aggregated in one reportabl e operating segment.
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Recent Accounting Pronouncements

In April 2011, the FASB issued ASU 2011-02, Receivables (Topic 310): A Creditor’s Determination of Whether a Restructuring Is a Troubled Debt
Restructuring. The ASU provides additional guidance to assist creditorsin determining whether a modification of areceivable meetsthe criteriato be
considered a TDR, both for purposes of recognizing |oan losses and additional disclosures regarding TDRs. A modification of acredit arrangement
constitutesa TDR if the debtor is experiencing financial difficulties and the Company grants a concession to the debtor that it would not otherwise
consider. The clarifications for classification apply to all restructurings occurring on or after January 1, 2011. The related disclosures, which were
previously deferred by ASU 2011-01 are required for annual periods ending on or after December 15, 2012 with early adoption permitted and require that
all restructurings occurring after the beginning of the year of adoption be evaluated under the new guidance. The adoption of this guidance did not have
amaterial impact on the Company’s financial condition or results of operations.

In April 2011, the FASB issued ASU 2011-03, Transfers and Servicing (Topic 860): Reconsideration of Effective Control for Repurchase Agreements. A
repurchase agreement is atransaction in which acompany sellsfinancial instrumentsto abuyer, typically in exchange for cash and simultaneously
entersinto an agreement to repurchase the same or substantially the same financial instruments from the buyer at a stated price plus accrued interest at a
future date. The determination of whether the transaction is accounted for as a sale or a collateralized financing is determined by assessing whether the
seller retains effective control of the financial instrument. The ASU changes the assessment of effective control by removing the criterion that requires
the seller to have the ability to repurchase or redeem financial assets with substantially the same terms, even in the event of default by the buyer and the
collateral maintenance implementation guidance related to that criterion. The guidance is effective for annual periods beginning on or after December 15,
2011. The adoption of this guidance did not have a material impact on the Company’s financial condition or results of operations.

In May 2011, the FASB issued ASU 2011-04, Fair Vaue Measurement (Topic 820): Amendments to Achieve Common Fair Value Measurement and
Disclosure Requirementsin US GAAP and IFRS. Certain provisions clarify the Board' s intent about the application of existing fair value measurement
and disclosure requirements, while others change a particular principle or requirement for measuring fair value or for disclosing information about fair
value measurements. The guidanceisto be applied prospectively and is effective for annual periods beginning after December 15, 2011. The adoption of
this guidance did not have amaterial impact on the Company’s financial condition or results of operations.

In June 2011, the FASB issued ASU 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income. The ASU requires
presentation of the components of comprehensive income in either a continuous statement of comprehensive income or two separate but consecutive
statements. The update does not change the items presented in other comprehensive income. The guidance is effective on January 1, 2012 and must be
applied retrospectively for all periods presented. The adoption of the guidance did not have a material impact on the Company’s financial condition or
results of operations.

In September 2011, the FASB issued ASU 2011-08, Intangibles-Goodwill and Other (Topic 350): Testing Goodwill for Impairment. The ASU amends
interim and annual goodwill impairment testing requirements. Under the ASU, an entity is not required to calculate the fair value of areporting unit
unlessthe entity determinesthat it is more likely than not that the fair value of areporting unit isless than its carrying amount. The “more likely than
not” threshold is defined as having alikelihood of more than 50 percent. The guidanceis effective for
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annual and interim goodwill impairment tests beginning January 1, 2012 with early adoption permitted. The adoption of this guidance did not have a
material impact on the Company’s financial condition or results of operations.

In December 2011, the FASB issued ASU 2011-11, Balance Sheet (Topic 210): Disclosures about Offsetting Assets and Liabilities and then amended the
scope of ASU 2011-11 in January 2013 through the issuance of ASU 2013-01, Balance Sheet (Topic 210): Clarifying the Scope of Disclosures about
Offsetting Assets and Liabilities. The update requires entities to disclose information about offsetting and related arrangements of financia instruments
and derivative instruments. The amendments require enhanced disclosures by requiring improved information about financial instruments and derivative
instrumentsthat are either (1) offset in accordance with current literature or (2) subject to an enforceable master netting arrangement or similar agreement,
irrespective of whether they are offset in accordance with current literature. The guidance is effective for fiscal years beginning on or after January 1,
2013. The adoption of this guidance did not have a material impact on the Company’s financial condition or results of operations.

In December 2011, the FASB issued ASU 2011-12, Comprehensive Income (Topic 220): Deferral of the Effective Date for Amendments to the
Presentation of Reclassifications of [tems out of Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05. The
amendments in this update defer those changesin ASU 2011-05 that relate to the presentation of reclassifications out of accumulated other
comprehensive income on the components of net income and other comprehensive income for all periods presented. All other requirementsin ASU 2011-
05 are not affected by this update. The amendments are effective for fiscal years ending after December 15, 2012. The adoption of this guidance did not
have amaterial impact on the Company’sfinancial condition or results of operations.

In July 2012, the FASB issued ASU 2012-02, Intangibles — Goodwill and Other (Topic 350): Testing I ndefinite — Lived Intangible Assets for Impairment.
The ASU amends the guidance rel ated to testing indefinite-lived intangible assets, other than goodwill, for impairment. The ASU alows for aqualitative
assessment in testing an indefinite-lived intangible asset for impairment before calculating the fair value of the asset. If the qualitative assessment
determinesthat it is more likely than not that the asset isimpaired, then a quantitative assessment of the fair value of the asset is required; otherwise, the
quantitative calculation is not necessary. The guidance is effective January 1, 2013; however, early adoption is permitted. The adoption of this guidance
did not have amaterial impact on the Company’sfinancial condition or results of operations.

In October 2012, the FASB issued ASU 2012-06, Business Combinations (Topic 805): Subsequent Accounting for an Indemnification Asset Recognized
at the Acquisition Date as a Result of a Government-Assisted Acquisition of a Financial Institution. The amendmentsin this update clarify the
applicable guidance for subsequently measuring an indemnification asset recognized as aresult of a government-assisted acquisition of afinancial
institution. The update provides that changes in cash flows expected to be collected on the indemnification asset arising subsequent to initial
recognition as aresult of changesin cash flows expected to be collected on the related indemnified assets should be accounted for on the same basis as
the change in the assets subject to indemnification. Any amortization of changesin value should be limited to the contractual term of the indemnification
agreement. The guidance is effective prospectively for fiscal years beginning on or after December 15, 2012. The adoption of this guidance did not have
amaterial impact on the Company’s financial condition or results of operations.

In February 2013, the FASB issued ASU 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income. The new amendment requires companies to present information about reclassification adjustments from accumul ated other
comprehensiveincomein asingle
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note or on the face of the financial statements. Additionally, companies are to disclose, by component, reclassifications out of accumulated other
comprehensive income and their effects on the respective line items on net income and other disclosures currently required under U.S. GAAP. The
guidance is effective prospectively for fiscal years beginning on or after December 15, 2012. The adoption of this guidance did not have amaterial impact
on the Company’ s financial condition or results of operations.

2. Acquisitions

The Company has determined that the acquisitions completed during the years ended December 31, 2013 and 2012 constitute business combinations.
Accordingly, assets acquired and liabilities assumed are recorded initially at their acquisition-date fair values. In many cases, the determination of these
fair values requires management to make estimates about discount rates, future expected cash flows, market conditions, and other future eventsthat are
highly subjective in nature and subject to change.

Estimated fair values are considered preliminary and, in accordance with US GAAP, are subject to change for up to one year after the acquisition date if
additional information relative to acquisition-date fair values becomes available. Material adjustments to acquisition-date fair values are recorded in the
period in which the acquisition occurs; therefore, previously reported results are subject to change.

On November 8, 2013, the Company purchased Essex Bank’s (“ Essex”) Georgia banking franchise, which was comprised of four bank branches located in
Loganville, Snellville, Grayson and Covington, Georgia. The table below presents a summary of the assets and liabilities purchased from Essex:

Carrying Value Purchase As Recorded
Essex Acquired Adjustments by CSB
Assets
Cash and due from banks $ 187,940 $ — $ 187,940
Other intangibl e assets — 1,214 1,214
Premises and equipment 5,174 (43) 5131
Other assets 191 — 191
Total assets acquired $ 193,305 $ 1171 $ 194,476
Liabilities
Deposits
Noninterest-bearing $ 15,869 $ — $ 15,869
Interest-bearing 177,301 192 177,493
Total deposits 193,170 192 193,362
Other liabilities 135 — 135
Total liabilities assumed $ 193,305 $ 192 $ 193,497
Net identifiable assets acquired $ 979
Cash consideration transferred to Essex (2,569)
Goodwill $ (1,590)

The acquisition of the Essex branches resulted in the recognition of $1,590 in goodwill, which isfully tax-deductible for tax purposes. The goodwill arose
primarily as aresult of the expected synergies from combining the operations of the Essex branches with the Company.

20



Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

On July 20, 2012, the Company purchased substantially all of the assets and assumed substantially all of the deposits and other borrowings of Georgia
Trust Bank (“GTB”) from the FDIC, as Receiver of GTB, in order to expand the Company’s banking presence in Georgia. GTB operated two commercial
banking branchesin north metro Atlanta, Georgia. GTB was placed into receivership with the FDIC upon its closure by the Georgia Department of
Banking and Finance.

The Company and the FDIC entered into aloss share agreement regarding future losses incurred on loans and OREO existing at the acquisition date. The
FDIC will reimburse the Company for 80 percent of total losses incurred on applicable non-single family loans. The term for loss share on non-single
family loansisfive years with respect to losses and eight years with respect to loss recoveries.

The Company did not acquire thereal estate, banking facilities, furniture and equipment of GTB as of July 20, 2012, but retained the option to purchase
these assets at fair market value from the FDIC. The Company completed areview of the former GTB locations and notified the FDIC that it did not intend
to purchase any real estate, banking facilities, furniture and equipment of GTB.

During 2013, the Company made certain adjustments to the estimated fair values of the assets and liabilities acquired in connection with the GTB
acquisition based upon new information that was not originally available as of the acquisition date.

The table below presents a summary of the assets and liabilities purchased in the GTB acquisition:

Carrying Value Purchase As Initially Subsequent As Finally

GTB per FDIC Adjustments Recorded by CSB Adjustments Recorded by CSB
Assets
Cash and due from banks $ 23,110 $ 11,381 $ 34,491 $ — $ 34,491
Federal funds sold 4,475 — 4,475 — 4,475
Investment securities available-for-sale 9,994 (29) 9,965 — 9,965
Loans 69,108 (16,606) 52,502 — 52,502
OREO 6,446 (2,763) 3,683 — 3,683
FDIC Loss Share Receivable — 11,245 11,245 — 11,245
Other intangible assets — 342 342 — 342
Other assets 280 (185) 95 (57) 38

Total assets acquired $ 113,413 $ 3,385 $ 116,798 $ (57) $ 116,741
Liabilities
Deposits

Noninterest-bearing $ 55,605 $ — $ 55,605 $ — $ 55,605
Interest-bearing 54,574 — 54,574 — 54,574

Total deposits 110,179 — 110,179 — 110,179
FDIC clawback liability — 236 236 — 236
Deferred tax liability — 2,468 2,468 (22) 2,446
Other liahilities 40 — 40 — 40

Total liabilities assumed $ 110,219 $ 2,704 $ 112,923 $ (22) $ 112,901
Excess of assets assumed over liabilities

acquired $ 3,194 $ 681 $ (35)

Gain on acquisition of GTB $ 3,875 $ 3,840
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The acquisition of GTB resulted in abargain purchase gain of $3,840, which isincluded in “gain on acquisitions” within the Consolidated Statements of
Income. The gain represents the excess of the estimated fair value of the assets acquired (including cash payments received from the FDIC) over the
estimated fair value of the liabilities assumed and is influenced significantly by the FDIC-assisted transaction process.

On July 20, 2012, the Company purchased substantially all of the assets and assumed substantially all of the deposits and other borrowings of FCSB
from the FDIC, as Receiver, of FCSB, in order to expand the Company’s banking presence in Georgia. FCSB operated three commercia banking branches
in north metro Atlanta, Georgia. FCSB was placed into receivership with the FDIC upon its closure by the Georgia Department of Banking and Finance.

The Company and the FDIC entered into loss share agreement regarding future losses incurred on loans and OREO existing at the acquisition date. The
FDIC will reimburse the Company for 80 percent of total losses incurred on applicable non-single family loans. The term for loss share on non-single
family loansisfive years with respect to losses and eight years with respect to loss recoveries.

The Company did not acquire the real estate, banking facilities, furniture and equipment of FCSB as of July 20, 2012, but retained the option to purchase
these assets at fair market value from the FDIC. The Company completed areview of the former FCSB locations and notified the FDIC of itsintent to
purchase certain real estate, banking facilities and equipment for acombined purchase price of $1,815. The purchase was completed in the second quarter
of 2013.

During 2013, the Company made certain adjustments to the estimated fair values of the assets and liabilities acquired in connection with the FCSB
acquisition based upon new information that was not originally available as of the acquisition date.
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The table below presents a summary of the assets and liabilities purchased in the FCSB acquisition:

Carrying As As
Value Initially Finally
per Purchase Recorded Subsequent Recorded
FCSB FDIC Adjustments by CSB Adjustments by CSB
Assets
Cash and due from banks $ 28,409 $ 18,889 $ 47,298 $ 105 $ 47,403
Investment securities available-for-sale 15,466 (84) 15,382 — 15,382
Loans 130,894 (25,082 105,812 — 105,812
OREO 31,146 (21,998) 9,148 — 9,148
FDIC Loss Share Receivable — 32,052 32,052 — 32,052
Other intangible assets — 1,068 1,068 — 1,068
Other assets 4,680 (3,215) 1,465 — 1,465
Total assets acquired $ 210,595 $ 1,630 $212,225 $ 105 $212,330
Liabilities
Deposits
Noninterest-bearing $ 87,693 $ — $ 87,693 $ — $ 87,693
Interest-bearing 91,363 — 91,363 — 91,363
Total deposits 179,056 — 179,056 — 179,056
Other borrowings 25,140 1,826 26,966 — 26,966
FDIC clawback liability — 385 385 — 385
Deferred tax liability — 2,164 2,164 (243) 1,921
Other liabilities 253 — 253 729 982
Total liabilities assumed $ 204,449 $ 4,375 $ 208,824 $ 486 $209,310
Excess of assets assumed over liabilities acquired $ 6,146 $ (2,745) $ (381)
Gain on acquisition of FCSB 3,401 $ 3,020

The acquisition of FCSB resulted in abargain purchase gain of $3,020, whichisincluded in “gain on acquisitions” within the Consolidated Statements of
Income. The gain represents the excess of the estimated fair value of the assets acquired (including cash payments received from the FDIC) over the
estimated fair value of the liabilities assumed and is influenced significantly by the FDIC-assisted transaction process.

Thefollowing is a description of the methods used to determine the fair values of significant assets and liabilities acquired:

Cash and Duefrom Banks

The carrying amount of these assetsis expected to reasonably approximate fair value given the short-term nature of the assets.

Federal Funds Sold

The carrying amount of federal funds sold is expected to reasonably approximate fair value based upon the short-term nature of the asset.
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Investment Securities Available-for-sale

Fair valuesfor investment securities are determined by quoted market prices at the time of acquisition.

Loans

Fair values for acquired loans are estimated upon a discounted cash flow methodol ogy that considered factors including the type of loans and related
collateral, classification status, fixed or variable interest rate, loan term and whether or not the |oan was amortizing and a market discount rate reflecting
risksinherent in the acquired loans. Fair values of acquired loansinclude both arate-based valuation mark, representing the carrying value of discount
required to establish the appropriate effective yield for acquired loans, as well as a credit-based valuation mark representing the val uation adjustment
applied to acquired loans related to credit |0ss assumptions.

OREO
Fair values for OREO are estimated based upon the val ue that management expects to receive when the property is sold, net of related costs of disposal.

FDIC L oss Share Receivable

Thefair value of the FDIC loss share receivableis estimated based upon a discounted cash flow methodology that considers the amount and timing of
losses expected to be submitted to the FDIC for indemnification. The indemnification asset is measured separately from the related covered assets asit is
not contractually embedded in the covered assets and is not transferable with the covered assets should the Company choose to dispose of them.

Other Intangible Assets

Fair values for intangible assets are estimated based upon a discounted cash flow methodology that gave appropriate consideration to expected
customer attrition rates, cost of the deposit base and the net maintenance cost attributable to customer deposits.

Premises and Equipment

Fair values for premises and equipment are estimated based upon independent appraisals.

Other Assets

Other assetsinclude accrued interest that has been earned on borrowers’ loans or investment securities not yet received and prepaid expenses. The
carrying value of these assets is expected to reasonably approximate fair value.

Deposits

Thefair values used for the noninterest-bearing deposits that comprise the transactions accounts acquired closely approximate the amount payable on
demand at the acquisition date and thus reasonably approximate fair value. The fair value of interest-bearing depositsis estimated based upon a
discounted cash flow methodology. The discount rate is estimated using the rates currently offered for deposits of similar remaining maturities. For GTB
and FCSB, no fair value adjustments were applied for time deposits as the Company was provided with the option, upon acquisition, to reset deposit
rates to market rates currently offered.
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Other Borrowings

Thefair values of other borrowings are estimated using a discounted cash flow methodol ogy that considers contractual pre-payment penalties
determined by the lender.

FDIC Clawback Liability

The FDIC clawback liability represents the present value of future paymentsto the FDIC in the event that losses fail to reach expected levels. The fair
value of the FDIC clawback liability is estimated based upon a discounted cash flow methodol ogy.

Deferred Tax Liability

Deferred tax liabilities are temporary differences between the carrying amount of aliability recognized in the Consolidated Balance Sheets and the related
tax basisfor the liability using enacted tax ratesin effect for the year in which the difference are expected to be recovered.

Other Liabilities

Other liabilities include accrued interest on deposit accounts and additional accounts held in escrow. The carrying value of these liabilitiesis expected to
reasonably approximate fair value.

3. Investment Securities

The aggregate values of investment securities at December 31, 2013 and 2012 along with gains and |osses determined on an individual security basis are
asfollows:

Held-to-Maturity Available-for-Sale
As of December 31, 2013 As of December 31, 2013
Gross Gross Gross Gross
Amortized Unrealized Unrealized Amortized Unrealized Unrealized Fair
Cost Gains L osses Fair Value Cost Gains L osses Value
U.S. government $ — 3 —  $ — 3 — $ 30120 $ — $ 1,750 $ 28,370
Certificates of deposit 10,777 4 174 10,607 — — — —
FNMA, GNMA and FHLMC mortgage-
backed securities — — — — 211,093 2,312 2,485 210,920
Asset backed securities — — — — 19,470 14 79 19,405
Collateralized mortgage obligations — — — — 157,002 2,606 559 159,049
State, county and municipal 64,903 2,394 377 66,920 — — — —
Corporate bonds — — — — 15,069 268 235 15,102
Equity securities — — — — 191 — — 191
Total investment securities $ 75680 $ 2398 $ 551 $ 77527 $ 432945 $ 5200 $ 5108 $433,037
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Held-to-Maturity
As of December 31, 2012

Available-for-Sale

As of December 31, 2012

Gross Gross Gross Gross
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair

Cost Gains L osses Value Cost Gains L osses Value

U.S. government $ — 3 — — $ — $ 25143 $ 24 $ 18 $ 25,149
FNMA, GNMA and FHLMC mortgage-

backed securities — — — — 117,760 4,415 — 122,175
Asset backed securities — — — — 16,747 23 83 16,687
Collateralized mortgage obligations — — — — 175,610 4,322 2 179,930
State, county and municipal 66,550 5,556 22 72,084 1,061 27 — 1,088
Corporate bonds — — — — 14,698 477 — 15,175

Certificates of deposit — — — — — — — —
Equity securities — — — — 796 696 — 1,492
Total investment securities $ 66550 $ 5556 $ 22 $72084 $ 351815 $ 9984 $ 103  $361,696

The following table provides contractual maturity information for investment securities as of December 31, 2013. Callable securities are assumed to
mature on their earliest call date. Actual maturities may differ from contractual maturity because issuers may have theright to call or prepay obligations

with or without call or prepayment penalties.

Maturing in
Oneyear or less
Onethrough five years
Five through ten years
Over ten years
Equity securities
Total investment securities
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Held-to-Maturity

As of

December 31, 2013

Available-for-Sale

As of

December 31, 2013

Cost Fair Value Cost
$ 2112 $ 2105 $ 6,235
26,545 27,080 327,379
38,021 39,034 97,164
9,002 9,308 1,976
— — 191
$ 75,680 $ 77,527 $432,945

Fair
Value
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The following table provides information regarding securities with unrealized losses as of December 31, 2013 and 2012:

As of December 31, 2013

Less Than 12 Months More Than 12 Months Total

Fair Unrealized Unrealized Fair Unrealized
Value L osses Fair Value L osses Value L osses

U.S. government $ 28,370 $ 1750 $ — $ — $ 28,370 $ 1,750
Certificates of deposit 9,770 174 — — 9,770 174
FNMA, GNMA and FHLMC mortgage-backed securities 96,094 2,485 — — 96,094 2,485
Collateralized mortgage obligation 25,552 176 8,231 383 33,783 559
Asset backed securities 8,283 46 9,133 33 17,416 79
Corporate bonds 9,850 235 — — 9,850 235
State, county and municipal 12,490 321 666 56 13,156 377
Total investment securities $190,409 $ 5,187 $ 18,030 $ 472 $208,439 $ 5,659

As of December 31, 2012

Less Than 12 Months More Than 12 Months Total

Fair Unrealized Unrealized Fair Unrealized
Value L osses Fair Value L osses Value L osses

U.S. government $ 10,152 $ 18 $ — $ — $ 10,152 $ 18
FNMA, GNMA and FHLMC mortgage-backed securities 881 2 — — 881 2
Asset backed securities 9,676 83 — — 9,676 83
State, county and municipal 1,284 22 — — 1,284 22
Total investment securities $ 21,993 $ 125 $ = $ = $ 21,993 $ 125

The Company held certain investment securities having unrealized loss positions. As of December 31, 2013, the Company did not intend to sell these
securities nor was it more likely than not that the Company would be required to sell these securities before their anticipated recovery or maturity. The
Company hasreviewed its portfolio for OTTI in accordance with the accounting policies outlined in Note 1, “ Summary of Significant Accounting Policies
and Nature of Business,” to the Consolidated Financial Statements. Market changesin interest rates and credit spreads will result in temporary
unrealized losses as the market price of securities fluctuates. Asaresult, the Company had no other-than-temporary impairment for the years ended
December 31, 2013 and 2012.

During the years ended December 31, 2013 and 2012, the Company had investment gross gains of $2,541 and $1,531 and investment losses of $9 and $91,
respectively.

During the year ended December 31, 2011, the Company elected to transfer certain debt securities from its available-for-sale portfolio to its held-to-
maturity portfolio. These transfers were made at fair value at the date of transfer and the unrealized holding gain of $898 at thisdateisretained in
accumulated other comprehensive income. Such amounts are amortized as ayield adjustment over their remaining maturities.
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The Company had pledged HTM and AFS securities having aggregate fair values of $64,305 and $333,062, respectively, at December 31, 2013 and
$65,426 and $282,956, respectively, at December 31, 2012, to secure public funds on deposit and certain other borrowings, and for other purposes as
required by law.

4. Loans

The Company’srecorded investment in loans outstanding at December 31, 2013 and 2012 is summarized as follows:

2013 2012
Commercial loans:
Commercial & industrial $ 274,923 $ 206,679
Commercial real estate 657,485 426,416
Commercial construction 22,628 21,719
Total commercial loans 955,036 654,814
Consumer loans:
Residential real estate 38,259 15,393
Residential construction 42,089 27,008
Consumer purpose & other 322,867 168,722
Total consumer loans 403,215 211,123
Other acquired loans 26,460 35,151
Total non-covered loans 1,384,711 901,088
Covered loans 377,926 511,952
Total loans held for investment $ 1,762,637 $ 1,413,040
Loans held for sale $ 1,967 $ 24,146

Covered loans represent loans acquired from the FDIC subject to one of the loss share agreements. Other acquired |oans represent primarily consumer
loans purchased from the FDIC that are not subject to one of the |oss share agreements.

The Company monitors the credit quality of its commercial loan portfolio using internal risk ratings. These risk ratings are based upon established
regulatory guidance and are assigned upon initial approval of credit to borrowers. Ratings are updated at |east annually after theinitial 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 |oan portfolio:

Pass. Higher quality loans that do not fit any of the other categories described bel ow.

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 |ease 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 |oans have well-defined weaknesses that jeopardize repayment of the
debt. Substandard |oans are characterized by the distinct possibility that the Company will sustain some loss if the deficiencies are not addressed.
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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 lossis 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 lossis 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 Company monitors the credit quality of its consumer portfolio based primarily on delinquency status, which is the primary factor considered in
determining whether a consumer |oan should be classified as nonaccrual.

Thefollowing tablesillustrate the credit quality indicators associated with the Company’s originated loan portfolio as of December 31, 2013 and 2012:

As of December 31, 2013

Commercial & Commercial Commercial
Industrial Real Estate Construction Total
Pass $ 270,216 $ 652,354 $ 22518 $945,088
Special Mention 1,113 3,938 34 5,085
Substandard 3,594 1,193 76 4,863
Doubtful - — — —
$ 274,923 $ 657,485 $ 22,628 $955,036
As of December 31, 2012
Commercial & Commercial Commercial
Industrial Real Estate Construction Total
Pass $ 206,483 $ 422,139 $ 21591 $650,213
Special Mention 21 1,948 — 1,969
Substandard 175 2,329 128 2,632
Doubtful e — — —
$ 206,679 $ 426,416 $ 21,719 $654,814
As of December 31, 2013
Residential Real Residential Consumer
Estate Construction Purpose & Other Total
Performing $ 38,140 $ 42,048 $ 322,769 $402,957
Nonperforming 119 41 98 258
$ 38,259 $ 42,089 $ 322,867 $403,215
As of December 31, 2012
Residential Real Residential Consumer
Estate Construction Purpose & Other Total
Performing $ 14,742 $ 26,893 $ 168,471 $210,106
Nonperforming 651 115 251 1,017
$ 15,393 $ 27,008 $ 168,722 $211,123
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Thefollowing tablesillustrate the credit quality indicators associated with the Company’s acquired loan portfolio as of December 31, 2013 and 2012:

As of December 31, 2013

Commercia & Commercial Commercial
Industrial Real Estate Construction Total
Pass $ 6,726 $ 119,837 $ 4,842 $131,405
Special Mention 7,148 16,536 1,073 24,757
Substandard 1,143 75,971 3,877 80,991
Doubtful 1,520 2,225 _ 1,172 4,917
$ 16,537 $ 214,569 $ 10,964 $242,070

As of December 31, 2012

Commercial & Commercial Commercial
Industrial Real Estate Construction Total
Pass $ 10,000 $ 138,878 $ 6,272 $155,150
Special Mention 8,673 32,562 3,041 44,276
Substandard 3,586 107,858 17,491 128,935
Doubtful 1,732 3,996 _ 4,982 10,710
$ 23,991 $ 283,294 $ 31,786 $339,071

As of December 31, 2013

Residential Real Residential Consumer
Estate Construction Purpose & Other Total
Performing $ 91,870 $ 39,569 $ 2,746 $134,185
Nonperforming 14,923 12,687 521 28,131
$ 106,793 $ 52,256 $ 3,267 $162,316

As of December 31, 2012

Residential Real Residential Consumer
Estate Construction Purpose & Other Total
Performing $ 116,160 $ 45029 $ 3,688 $164,877
Nonperforming 22,894 19,813 448 43,155
$ 139,054 $ 64842 $ 4,136 $208,032
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The Company tracks |oan payment activity for the loan portfolio. Loans are considered past due or delinquent when the contractual principal or interest
due in accordance with the terms of the |oan agreement or any portion thereof remains unpaid after the due date of the scheduled payment. The payment
status for the loan portfolio at December 31, 2013 and 2012 is shown in the tables below. L oans acquired with deteriorated credit quality have been
excluded from this delinquency analysis because interest income on such loansis recognized using the accretion method and the related allowanceis
determined by loan pool performance.

As of December 31, 2013

Accruing Accruing
Accruing 30 — 89 Days 90+ Days
Current Past Due Past Due Nonaccruing Total

Commercial loans:
Commercial & industrial $ 274,814 $ 20 $ — $ 89 $ 274,923
Commercial real estate 656,999 486 — — 657,485
Commercial construction 22,569 — — 59 22,628

Consumer loans:
Residential real estate 38,140 — — 119 38,259
Residential construction 42,044 4 — 41 42,089
Consumer purpose & other 322,323 439 _ 7 98 322,867
$1,356,889 $ 949 $ I $ 406 $1,358,251
As of December 31, 2012
Accruing Accruing
Accruing 30 — 89 Days 90+ Days
Current Past Due Past Due Nonaccruing Total

Commercial loans:
Commercial & industrial $202,412 $ 44 $ 4,092 $ 131 $206,679
Commercial rea estate 425,094 336 — 986 426,416
Commercia construction 21,619 100 — — 21,719

Consumer loans:

Residential real estate 15,005 — 320 68 15,393
Residential construction 26,953 — — 55 27,008
Consumer purpose & other 168,435 105 15 167 168,722
$859,518 $ 585 $ 4427 $ 1,407 $865,937

The Company considers aloan to be impaired when, based upon current information and events, it believesit is probable that the Company will be
unableto collect all amounts due according to the contractual terms of the loan agreement. L oans accounted for as |oans acquired with deteriorated
credit quality are excluded from this analysis, even though they may be contractually past due, as any nonpayment of contractual principal or interest is
considered in the periodic re-estimation of expected cash flows and isincluded in the resulting recognition of current period covered loan loss provision
or future period yield adjustment.
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Thefollowing table sets forth certain information regarding the Company’simpaired loans as of December 31, 2013 and 2012:

As of December 31, 2013

Unpaid Average
Recorded Principal Related Recorded
Investment Balance Allowance Investment
With no related allowance recorded:
Commercial loans:
Commercial & industrial $ 89 $ 101 $ — $ 110
Commercial rea estate — — — —
Commercial construction 59 64 — 61
Consumer loans:
Residential real estate 1,100 2,004 — 882
Residential construction 42 105 — 49
Consumer purpose & other 56 110 — 74

With an allowance recorded:

Commercial loans:
Commercia & industrial 35 35 1 37
Commercial rea estate — — — _
Commercial construction — — — _

Consumer loans:

Residential real estate 226 226 26 228
Residential construction 34 47 6 34
Consumer purpose & other 49 57 10 55
Total impaired loans $ 1690 $ 2,749 $ 43 $ 1,530

As of December 31, 2012

Unpaid Average
Recorded Principal Related Recorded
Investment Balance Allowance Investment
With no related allowance recorded:
Commercial loans:
Commercial & industrial $ 264 $ 264 $ — $ 268
Commercial real estate 3,589 6,481 — 5,103
Commercial construction — — — —
Consumer loans:
Residential real estate 978 1,806 — 928
Residential construction 116 218 — 142
Consumer purpose & other 167 174 — 167
With an allowance recorded:
Commercial loans:
Commercia & industrial — — — —
Commercial rea estate — — — —
Commercial construction — — — —
Consumer loans:
Residential real estate — — — —
Residential construction — — — —
Consumer purpose & other — — — —
Total impaired loans $ 5114 $ 8,943 $ — $ 6,608
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Interest income recognized on impaired |oans was de minimis for the years ended December 31, 2013 and 2012. No such income was recognized on a cash
basis.

TDRs areloansin which the borrower is experiencing financia difficulty and the Company has granted an economic concession to the borrower. Prior to
modifying a borrower’sloan terms, the Company performs an evaluation of the borrower’s financial condition and ability to service under the potential
modified loan terms. The types of concessions granted are generally interest rate reductions or term extensions. If aloan is accruing at the time of
maodification, the loan remains on accrual status and is subject to the Company’s charge-off and nonaccrual policies. If aloan ison nonaccrual before it
is determined to be a TDR, then the loan remains on nonaccrual. TDRs may be returned to accrual statusif there has been a sustained period of
repayment performance by the borrower. Generally, once aloan becomesaTDR, it is probabl e that the loan will likely continue to be reported asa TDR
for thelife of the loan.

During the periods ended December 31, 2013 and 2012, certain loans were modified under the terms of a TDR. Modifications typically involve areduction
in the stated interest rate of the loan lower than a market rate for new debt with similar risks, an extension of the maturity date of the loan, or both.

The following table presentsloans, by class, which had been modified under the terms of a TDR for the years ended December 31, 2013 and 2012:

As of December 31, 2013

Unpaid
Number of Principal Recorded
M odifications Balance I nvestment
Commercial loans:
Commercial & industrial 1 $ 35 $ 35
Commercial real estate 4 9,896 7,288
Commercia construction — — —
Consumer loans:
Residential real estate 15 2,229 1,326
Residential construction 3 152 76
Consumer purpose & other 3 45 44
Total 26 $ 12,357 $ 8,769

As of December 31, 2012

Unpaid
Number of Principal Recorded
M odifications Balance | nvestment
Commercial loans:
Commercial & industrial 3 $ 133 $ 133
Commercial real estate 2 5,495 2,603
Commercial construction — — —
Consumer loans:
Residential real estate 12 1,738 910
Residential construction 2 108 64
Consumer purpose & other — — —
Total 19 $ 7474 $ 3,710
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The Company is not committed to lend additional amounts as of December 31, 2013 and December 31, 2012 to customers with outstanding loans that are
classified as TDRs. Charge-offs on such loans are factored into the rolling historical loss rate, which is used in the cal culation of the allowance for loan
| osses.

The Company does not have a significant concentration of risk to any individual client except for the U.S. government and its agencies. However, a
geographic concentration arises because the Company operates primarily in the state of Georgia. The Company does not engage in international banking
activities.

Under aline of credit agreement with the FHLBA, at December 31, 2013 and 2012, the Company had pledged certain loans under a blanket lien as
collateral for its FHLBA borrowings. The loans encumbered by the blanket lien included all qualifying 1-4 family first mortgage loans, multi-family first
mortgage |oans and commercial real estate loans.

Acquired Loans
The following tables reflect the recorded investment of all acquired loans as of December 31, 2013 and 2012:

As of December 31, 2013
Acquired Loans

Credit Non-credit
Impaired! Impaired Total
Covered Loans:
Commercia loans:
Commercial & industrial $ 14,669 $ 593 $ 15,262
Commercial real estate 206,432 879 207,311
Commercial construction 10,513 226 10,739
Consumer loans:
Residential real estate 76,929 14,641 91,570
Residential construction 49,095 1,792 50,887
Consumer purpose & other 1,306 851 2,157
Non-covered Loans:
Other acquired loans 20,229 6,231 26,460
$379,173 $ 25213 $404,386

1 Acquired loans under the guidance governing acquired loans with deteriorated credit quality.
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As of December 31, 2012
Acquired Loans

Credit Non-credit
Impaired?! Impaired Total
Covered Loans:
Commercial loans:
Commercial & industrial $ 20,388 $ 1,161 $ 21,549
Commercial real estate 273,368 2,062 275,430
Commercial construction 31,661 83 31,744
Consumer loans:
Residential real estate 99,950 16,875 116,825
Residential construction 62,406 1,661 64,067
Consumer purpose & other 1,882 455 2,337
Non-covered Loans:
Other acquired loans 30,306 4,845 35,151
$519,961 $ 27,142 $547,103

1 Acquired loans under the guidance governing acquired loans with deteriorated credit quality.

Changes in the recorded investment of acquired loans for the years ended December 31, 2013 and 2012 were asfollows:

2013 2012
Carrying value of acquired loans:
Balance, beginning of period $ 547,103 $ 608,240
Additions — 152,022
Cash basisincome on loans accounted for under the cost recovery method 8,846 9,440
Accretion of fair value discounts 59,633 87,577
Reductionsin principal balances from repayments, write-offs, and foreclosures (211,196) (310,176)
Balance, end of period $ 404,386 $ 547,103

The outstanding unpaid principal balance for all acquired loans as of December 31, 2013 and 2012 was $642,619 and $1,020,328, respectively.

The Company purchased loans during the year ended December 31, 2012, in connection with the GTB and FCSB acquisitions, as further discussed in
Note 2, “Acquisitions’. These loans were deemed to have been acquired with deteriorated credit quality due to the nature of FDIC-assisted acquisitions.
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Contractual loan payments receivable, estimates of amounts not expected to be collected, accretable yield, and the resulting fair values of the loans
acquired in the GTB and FCSB acquisitions (as of the acquisition date) are as follows:

2012
Contractually required payments receivable $ 244,890
Cash flows expected to be collected 192,265

Nonaccretable difference $ 52,625
Cash flows expected to be collected $ 192,265
Fair value of acquired impaired |oans 152,022

Accretableyield $ 40,243

Changes in the amount of accretable yield on loans acquired with deteriorated credit quality for the years ended December 31, 2013 and 2012 were as
follows:

First First First
National Appalachian Bank The Commerce Georgia Cherokee
Bank of Community of Peoples’ Community Trust State
Georgia Bank Ellijay Bank Bank Bank Bank TOTAL
Balance at January 1, 2012 $95818 $ 95820 $8347 $19467 $ 8638 $ — $ — $228,090
Additions — — — — — 5,457 34,786 40,243
Transfer to cost recovery (12,276) (7,800) — — — — — (20,076)
Reclassifications from/ (to) nonaccretable
difference (3,175) (20,629) 4,874 11,700 6,841 (156) (1,373) (1,918)
Accretion (27,865) (27,543) (5,403) (11,273) (7,629) (1,494) (3,153) (84,360)
Balance at December 31, 2012 52,502 39,848 7,818 19,894 7,850 3,807 30,260 161,979
Additions — — — — — — — —
Transfer to cost recovery — — (6) 4 — — — (10)
Reclassifications from/ (to) nonaccretable
difference 6,016 4,291 4,124 3,335 3,999 4,557 6,957 33,279
Accretion (17,545) (12,673) (4,783 (7,289) (5,154) (3,176) (6,827) (57,447)
Balance at December 31, 2013 $40973 $ 31466 $7153 $15936 $ 669 $ 5188 $ 30390 $137,301

36



Community & Southern Holdings, Inc.
Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012

(Inthousands of dollars, except share data)

5. Allowancefor Credit L osses

Activity in the allowance for credit losses for the years ended December 31, 2013 and 2012 is summarized in the table bel ow:

Commercial loans:
Commercia & industrial
Commercial rea estate
Commercial construction
Consumer loans:
Residential real estate
Residential construction
Consumer purpose & other
Covered and other acquired
Unallocated

Allowance for loan losses
Reserve for unfunded lending commitments

Allowance for credit |osses

Commercial loans:
Commercia & industrial
Commercial real estate
Commercial construction
Consumer loans:
Residential real estate
Residential construction
Consumer purpose & other
Covered and other acquired
Unallocated

Allowance for loan losses
Reserve for unfunded lending commitments

Allowance for credit |osses

As of December 31, 2013

Beginning Ending

Balance Charge-Offs Recoveries Provision Balance

$ 4475 $ (18) $ 3 1,817 $ 6,277

3,726 (134) 8 1,818 5,418

223 — — (31) 192

142 (12) — 538 668

241 — — ?) 239

2,395 (798) 47 4,012 5,656

18,753 (3,749) 4,918 (7,837) 12,085

590 — — (590) —

30,545 (4,711) 4,976 (275) 30,535

4,724 — — 1,481 6,205

$ 35,269 $ (471 $ 4976 $ 1206 $36,740
As of December 31, 2012

Beginning Ending

Balance Charge-Offs Recoveries Provision Balance

$ 2069 $ (50) $  — $ 2,456 $ 4,475

1,790 — — 1,936 3,726

323 (14) — (86) 223

35 — — 107 142

88 (57) — 210 241

533 (183) 4 2,041 2,395

37,717 (23,799) 170 4,665 18,753

255 — — 335 590

42,810 (24,103) 174 11,664 30,545

1,869 — — 2,855 4,724

$ 44,679 $ (24,103) $ 174 $ 14519 $35,269
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The following tables present the Company’s allowance for |oan losses and the carrying val ue of the associated |oans based upon the method for

determining the allowance as of December 31, 2013 and 2012:

As of December 31, 2013

Commercial Consumer Acquired

Total

Recorded Associated Recorded Associated Recorded Associated
Investment Allowance Investment Allowance Investment Allowance

Recorded Associated
Investment Allowance

Loansindividually evaluated for impairment ~ $ 148 $ — $ 101 $ 13 % — S $ 249 % 13
Loans collectively evaluated for impairment 954,888 11,887 403,114 6,550 25,213 344 1,383,215 18,781
L oans acquired with deteriorated credit
quality — — — — 379,173 11,741 379,173 11,741
Tota $ 955036 $ 11887 $ 403215 $ 6563 $ 40438 $ 1208 $1,762637 $ 30,535

As of December 31, 2012

Commercial Consumer Acquired

Totall

Recorded Associated Recorded Associated Recorded Associated
Investment  Allowance Investment Allowance Investment Allowance

Recorded Associated
Investment Allowance

Loansindividually evaluated for impairment $ 1117 $ — 3 287 $ — $ - $ — $ 1404 $ —

Loans collectively evaluated for impairment 653,697 8,424 210,836 2,778 27,142 5 891,675 11,207

Loans acquired with deteriorated credit quality — — — — 519,961 18,748 519,961 18,748
Total $ 654814 $ 8424 $ 211123 $ 2778 $ 547,103 $ 18,753 $1413040 $ 29,955

1 Excludes $590 of unallocated allow ance that is associated with the reserve for collectively evaluated loans.

6. Premises and Equipment

Major classifications of premises and equipment at December 31, 2013 and 2012 are summarized as follows:

2013
Land $15,989
Premises and |easehold improvements 36,177
Furniture and equi pment 22,404
74,570
Less: Accumulated depreciation and amortization 12,608
Total premises and equipment $61,962

There were no premises pledged to secure borrowings at December 31, 2013 and 2012.

2012
$13,237
34,121
20,552
67,910
8,159
$59,751

The Company |eases certain premises and equipment under various | ease agreements that provide for payment of property taxes, insurance and

maintenance costs. Operating |leases frequently provide for one or more renewal
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options on the same basis as current rental terms. However, certain leases require increased rentals under cost of living escalation clauses. Some leases
also provide purchase options.

Future minimum rental commitments for noncancel able operating leaseswith initial or remaining terms of one or more years consisted of the following at
December 31, 2013:

2014 $ 2,162
2015 2,081
2016 1,839
2017 1,481
2018 1,178
Thereafter 4,264

Total minimum payments $13,005

Total rent expense for al operating leases amounted to $2,562 and $2,601 in 2013 and 2012, respectively, net of rent income, which totaled $34 and $81
during 2013 and 2012, respectively.

7. OREO

Thefollowing table provides detail s of the Company’s OREO covered and not covered under aloss share agreement:

Covered Not Covered Total
OREO OREO OREO
December 31, 2013
Commercial construction $ 9,073 $ 9 $ 9,082
Commercial real estate 18,978 532 19,510
Residential construction 14,781 11 14,792
Residential real estate 4,167 242 4,409
Total $ 46,999 $ 794 $47,793
Covered Not Covered Total
OREO OREO OREO
December 31, 2012
Commercial construction $ 17,710 $ — $ 17,710
Commercial real estate 45,650 — 45,650
Residential construction 49,622 1,302 50,924
Residential real estate 8,542 — 8,542
Total $121,524 $ 1,302 $122,826
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Changesin the Company’s OREO covered and not covered under aloss share agreement were as follows:

Covered Not Covered Total
OREO OREO OREO
Balance January 1, 2012 $127,515 $ — $127,515
Additions through acquisitions 10,504 2,328 12,832
Additions 90,276 254 90,530
Sales (59,766) (1,280) (61,046)
L osses and other adjustments (47,005) — (47,005)
Balance December 31, 2012 $121,524 $ 1,302 $122,826
Additions 36,060 1,213 37,273
Sales (90,196) (1,661) (91,857)
L osses and other adjustments (20,389) (60) (20,449)
Balance December 31, 2013 $ 46,999 $ 794 $ 47,793

8. FDIC Loss Share Receivable

In connection with each FDIC-assisted acquisition, a FDIC loss share receivable has been established for each acquired bank’sloan and OREO
population that is covered by the loss sharing agreement. The FDIC loss share receivabl e represents the present value of the estimated losses on
covered assets to be reimbursed by the FDIC. Pursuant to the terms of our loss share agreements, the FDIC is obligated to reimburse the Bank based on
its loss share agreement percentage of all eligible losses with respect to covered assets, beginning with the first dollar of lossincurred. The Bank hasa
corresponding obligation to reimburse the FDIC based on its | 0ss share agreement percentage of eligible recoveries with respect to covered assets.
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The following table shows changes in the carrying val ue of the FDIC loss share receivable for loss share agreements relating to covered loans and OREO
for the years ended December 31, 2013 and 2012:

First The First First
National Appalachain Peoples Commerce Georgia Cherokee
Bank of Community Bank of Bank of Community Trust State
Georgia Bank Ellijay Winder Bank Bank Bank Total
Carrying value of FDIC loss share receivable, at
January 1, 2012 $ 86,307 $ 147,133 $20,699 $28,733 $ 36,282 $ — $ = $ 319,154
Additions resulting from:
Charge-offs, write-downs, and other losses 9,729 18,690 350 2,198 2,905 11,212 32,003 77,087
Allowable external expenses 5,578 7,566 1,414 2,077 1,603 200 406 18,844
Decreases in expected loan cash flows (573) 1,354 581 787 899 — — 3,048
Reductions resulting from:
Amortization (7,884) (8,327) (2,530) (3,413) (3,924) 114 328 (25,636)
Payments received (35,336) (78,165) (7,981) (19,352) (15,263) — — (156,097)
Carrying value of FDIC loss share receivable, at
December 31, 2012 $ 57821 $ 88,251 $12,533 $11,030 $ 22,502 $11526 $ 32,737  $ 236,400
Carrying value of FDIC loss share receivable, at
January 1, 2012 $ 57821 $ 88,251 $12533 $11,030 $ 22,502 $11,526 $ 32,737  $ 236,400
Additions resulting from: —
Charge-offs, write-downs, and other losses 1,751 4,485 2,673 81 1,753 449 (217) 10,975
Allowable external expenses 2,758 2,915 211 414 422 391 190 7,301
Decreases in expected loan cash flows (4,127) (1,658) (229) (310) (354) 199 567 (5,912)
Reductions resulting from: —
Amortization (10,502) (7,870) (2,103) (2,794) (3,186) (454) (1,292) (28,201)
Payments received (16,779) (45,840) (7,033) (5,972) (8,522) (6,359) (21,791) (112,296)
Carrying value of FDIC loss share receivable, at
December 31, 2013 $ 30,922 $ 40,283 $ 6,052 $ 2,449 $ 12,615 $ 5752 $ 10,194 $ 108,267

9.  Goodwill and Other Intangible Assets
The following table provides detail s of the Company’s goodwill by acquisition for the years ended December 31, 2013 and 2012:

2013 2012
First National Bank of Georgia $ 7,801 $ 7,801
The People’s Bank of Winder 2,227 2,227
Ameris Woodstock Branch 122 —
Essex Branches 1,590 —
Total Goodwill $11,740 $10,028

Other intangible assets consist of core deposit intangibles and are amortized straight-line over arange of seven to ten years. At December 31, 2013 and
2012, other intangibles consisted of the following:

As of December 31, 2013

Gross Net
Carrying Accumulated Carrying
Value Amortization Amount
Core deposit intangible $ 16,154 $ (7,600) $ 8554
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As of December 31, 2012

Gross Net
Carrying Accumulated Carrying
Value Amortization Amount
Core deposit intangible $ 14,820 $ (5,429) $ 9391

Amortization expense recognized on intangible assets for 2013 and 2012 was $2,172 and $2,000, respectively.

The estimated amortization expense of other intangible assetsis as follows:

Amortization

Expense
2014 $ 2,256
2015 2,256
2016 2,256
2017 743
2018 340
Thereafter 7103
$ 8,554
10. Deposits
Deposits at December 31, 2013 and 2012 are summarized asfollows:
2013 2012
Noninterest-bearing demand $ 279,795 $ 244,437
Interest-bearing demand 378,382 402,358
Money market 484,749 499,003
Savings 78,454 63,567
Time 1,018,574 800,035
Total deposits $ 2,239,954 $ 2,009,400

Time deposits with a minimum denomination of $100 totaled $532,412 and $409,773 at December 31, 2013 and 2012, respectively.

At December 31, 2013, the scheduled maturities of time deposits were:

2014 $ 585,204
2015 315,973
2016 80,100
2017 24,642
2018 and thereafter 12,655

Total time deposits $ 1,018,574
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11. Other Borrowings
Other borrowings include securities sold under a Repurchase Agreement and advances from the FHLBA. The Company had unused credit lines allowing
access to overnight borrowings of up to $80,000 on an unsecured basis from three correspondent banks, at December 31, 2013 and 2012.

The Company has aborrowing capacity with the FHLBA in the amount of $400,560 and $376,740 at December 31, 2013 and 2012, respectively. Thisis 15
percent of total qualified assets as measured by the FHLBA.

The Repurchase Agreement in the principal amount of $10,000 at December 31, 2013 and 2012 is secured by investment securities with a carrying value of
$12,669 and $12,607 at December 31, 2013 and 2012, respectively.

At December 31, 2013 and 2012, the Company had advances outstanding to the FHLBA in the principal amount of $82,000 and $97,000, respectively,
secured by the Company’s stock in the FHLBA and a blanket lien on the loan portfolio. At December 31, 2013 and 2012, the Company had FHLBA stock
in the amount of $6,785 and $7,981, respectively, pledged to the FHLBA.

Other borrowings at December 31, 2013 and 2012 are asfollows:

2013 2012
Repurchase agreement (inclusive of unamortized premium of
$256 and $616, for December 31, 2013 and 2012, respectively) $10,256 $ 10,616
Advances payableto the FHLBA with contractual rates ranging from 2.88 percent to 4.39 percent and maturities ranging from
February 2014 to March 2018 (inclusive of unamortized premium of $2,927 and $4,190 for December 31, 2013 and 2012) 84,927 101,190
Total other borrowings $95,183 $111,806

Other borrowings maturing in each of the five years subsequent to December 31, 2013 include:

Weighted-Average

Maturity Amount Interest Rate

2014 $30,353 3.79%
2015 7,281 3.85%
2016 15,420 4.35%
2017 16,127 3.40%
2018 26,002 3.07%
Thereafter — 0.00%
Total other borrowings $95,183 3.62%

12. Esimated Fair Values

Fair value measurements are determined based on the assumptions that market participants would usein pricing the asset or liability. Asabasisfor
considering market participant assumptionsin fair value measurements, US GAAP establishes afair value hierarchy that distinguishes between market
participant assumptions based on

43



Community & Southern Holdings, Inc.

Notesto Consolidated Financial Statements

For the Years Ended December 31, 2013 and 2012
(Inthousands of dollars, except share data)

market data obtained from sources independent of the reporting entity (observableinputsthat 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 ValueHierarchy
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.

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 asinterest 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. Theinputs shall reflect the Company’s own assumptions that market participants would usein 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, asis the case with investment securities and residential
mortgage loans. In these cases, an open market existsin 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 |oss 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. Changesin assumptions could significantly affect the estimates. For those assets or
liabilitieswith afixed 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 val uation 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 variablerates, 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 thereis a change of
sufficient significance to warrant atransfer 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 2013 and 2012.
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Fair Value of Financial | nstruments Measured on a Recurring Basis

The following methods and assumptions were used by the Company in estimating the fair value of itsfinancial assets on arecurring basis:

Investment Securities

Investment securities classified as available-for-sale are recorded at fair value on arecurring basis. The Company’sinvestment 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 values for equity securities are determined by obtaining quoted prices on nationally recognized securities exchanges
(Level 1). Thefair value of other securities classified as available-for-sale are determined using widely accepted valuation techniquesincluding matrix
pricing and broker-quote-based applications (Level 2). 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, aswell astheir 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.

The following tables summarize the financial assets and liabilities measured at fair value on arecurring basis at December 31, 2013 and 2012:

As of December 31, 2013
Quoted Pricesin

Active Markets Quoted Prices
for ldentical for Similar Significant
Assets and Assets and Unobservable
Liabilities Liabilities Inputs
(Level 1) (Level 2) (Level 3)
Description Fair Value Inputs Inputs Inputs
Investment securities available-for-sale
U.S. government $ 28370 $ — $ 28,370 $ —
FNMA, GNMA, FHLMC mortgage-backed securities 210,920 — 210,920 —
Asset backed securities 19,405 — 19,405 —
Collateralized mortgage obligations 159,049 — 159,049 —
Corporate bonds 15,102 — 15,102 —
Equity securities 191 — 191 —
$ 433,037 $ — $ 433,037 $ —
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Description
Investment securities available-for-sale
U.S. government
FNMA, GNMA, FHLMC mortgage-backed securities
Asset backed securities
Collateralized mortgage obligations
State, county and municipal
Corporate bonds
Equity securities

As of December 31, 2012

Fair Value

$ 25149
122,175
16,687
179,930
1,088
15,175
1,492

$ 361,696

Fair Value of Financial I nstruments Measured on a Nonrecurring Basis

Quoted Pricesin

Active Markets

Quoted Prices

for Identical for Similar
Assets and Assets and
Liabilities Liabilities
(Level 1) (Level 2)
Inputs Inputs
$ — $ 25,149
— 122,175
— 16,687
— 179,930
— 1,088
— 15,175
1,492 —
$ 1,492 $ 360,204

Significant
Unobservable
Inputs
(Level 3)

Inputs
$ .

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

Impaired Loans

Loans are considered impaired when it is determined to be probable that all amounts due under the contractual terms of the loanswill 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 the impaired loans or the estimated discounted cash flows for such loans. A specific allowanceis required if the fair value of the expected
repayments or the fair value of the collateral islessthan the recorded investment in the loan. The Company recordsimpaired loans as nonrecurring level

3.

LoansHeld for Sale

Level 1 loans held for sale consist of conforming residential mortgage |oans accounted for at lower of cost or market. Fair value is determined based upon
pricing assigned on aloan-by-loan basis, at thetime aloan islocked with the borrower, through correspondent rel ationships that the Company maintains

in order to sell loans held for sale.

OREO

Thefair value of 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 anew appraisal at the time of foreclosure or repossession of the underlying collateral. Updated appraisals are obtained on at least
an annual basison 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 isrecorded as anonrecurring Level

3 hierarchy.
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For assets and liabilities carried at fair value on anonrecurring basis, the following table provides fair value information as of December 31, 2013 and
2012:

As of December 31, 2013
Quoted Pricesin

Active Markets Quoted Prices
for Identical for Similar Significant
Assets and Assets and Unobservable
Liabilities Liabilities Inputs
(Level 1) (Level 2) (Level 3)
Description Fair Value Inputs Inputs Inputs
Impaired loans $ 1,690 $ — $ — $ 1,690
Loans held for sale 1,967 1,967 — —
OREO 47,793 — — 47,793
As of December 31, 2012
Quoted Pricesin
Active Markets Quoted Prices
for ldentical for Similar Significant
Assets and Assets and Unobservable
Liabilities Liabilities Inputs
(Level 1) (Level 2) (Level 3)
Description Fair Value Inputs Inputs Inputs
Impaired loans $ 5114 $ — $ — $ 5114
Loans held for sale 24,146 24,146 — —
OREO 122,826 — — 122,826
The following table provides information describing the unobservable inputs used in Level 3 fair value measurements at December 31, 2013:
As of December 31, 2013
Financial Instrument Fair Value Valuation Technique Unobservable | nput Range of Inputs
1) Loss given default 1) 20% — 50%
: Discounted cash flow analysis 2) Probability of default 2) 19% — 50%
Impaired loans $ 1690 and/or third party appraisal 3) Management discount for property type 3) 0% — 90%
and recent market volatility
Management discount for property type,
OREO $ 47,793  Third party appraisal recent market volatility and time on the 0% — 40%
market
As of December 31, 2012
Fair
Financial I nstrument Value Valuation Technique Unobservable I nput Range of Inputs
1) Loss given default 1) 1% — 14%
: Discounted cash flow analysisand/or  2) Probability of default 2) 10% — 15%
lig g Iizelle: 13 o el third party appraisal g 3) Management discount for property type 3) 0% — 54%
and recent market volatility
OREO $ 122826  Third party appraisa Management discount for property typeand o, 4,

recent market volatility
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Fair Value of Financial | nstruments

Thefollowing table includes the estimated fair value of the Company’s financial assets and financial liabilities. The methodologies for estimating the fair
value of financial assets and financial liabilities measured on arecurring and nonrecurring basis are discussed above. The methodologies for estimating
thefair 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 val uation methodol ogies. However, considerable judgment is required to interpret market
datain 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 amaterial effect on
the estimated fair value amounts at December 31, 2013 and December 31, 2012.

2013 2012
Carrying Fair Carrying Fair
Value Value Value Value
Cash and due from banks $ 217,071 $ 217,071 $ 214,489 $ 214,489
Investment securities avail able-for-sale 433,037 433,037 361,696 361,696
Investment securities held-to-maturity 75,680 77,527 66,550 72,084
Loans held for sale 1,967 2,017 24,146 24,571
Originated |oans, net 1,339,801 1,366,837 854,145 851,930
Acquired loans, net 392,301 392,301 528,350 528,350
FDIC loss share receivable 108,267 108,267 236,400 236,400
BOLI 58,999 58,999 57,561 57,561
FHLBA stock 6,785 6,785 7,981 7,981
Accrued interest receivable 6,914 6,914 6,092 6,092
Deposits 2,239,954 2,233,237 2,009,400 2,008,028
Other borrowings 95,183 97,831 111,806 114,359
Accrued interest payable 1,265 1,265 1,303 1,303

Cash and Due From Banks

The carrying amount approximates fair value for these instruments.

LoansHeld For Sale

Loansheld for sale are carried at the lower of cost or fair value. These loans currently consist of one-to-four family residential real estate |oans originated
for saleto qualified third parties. Fair value is based upon the contractual price to be received from these third parties, which may be different than cost
(Level 2).

Originated L oans

Fair values are estimated for portfolios of loans with similar financial characteristicsif collateral-dependent. Loans are segregated by type. Thefair value
of performing loansis calculated by 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 risksinherent 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.
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Fair value for significant non-performing loansis generally based upon recent external appraisals. If appraisals are not available, estimated cash flows are
discounted using arate 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.

Acquired Loans

Fair values for acquired loans are valued based upon a discounted expected cash flow methodol ogy 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. Acquired loans are grouped together according to common risk
characteristics and are evaluated in aggregated pools when applying various val uation 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 acquired |oans approximate fair value.

FDIC Loss Share Receivable

Thefair value of the FDIC loss share receivableis estimated using projected cash flows related to the | oss sharing agreements based on the expected
reimbursements for |osses and the applicable loss sharing percentages. The cash flows are discounted to reflect the uncertainty of the time of receipt of
the loss-sharing reimbursements from the FDIC. The carrying amount of the FDIC |oss share receivabl e approximates fair value.

FHLBA

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

Deposits

Thefair value of deposits with no stated maturity, such as noninterest-bearing demand deposits, savings and money market and checking accounts, is
equal to the amount payable on demand. 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

Thefair value of the Company’s FHLBA advances s estimated based upon the discounted value of contractual cash flows. Thefair value of securities
sold under agreements to repurchase approximates the carrying amount because of the short maturity of these borrowings. The discount rateis
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-bal ance sheets commitments and contingencies, carrying amounts are reasonabl e 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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13. Employee Benefit Plans

The Company sponsors a defined contribution 401(k) profit sharing plan which covers substantially all employees. This plan is qualified under the
Internal Revenue Code and employees are eligible to participate in the 401(Kk) profit sharing plan after 3 months of service through deferral of portions of
their salary. Based upon the employee’s contribution, the Company matches up to 50 percent of the employee contribution up to 6 percent. The
Company contributions to the 401(k) profit sharing plan are at the discretion of the Board of Directors. The Company made matching contributions of
$454 and $328 during 2013 and 2012, respectively.

The Company also maintains an unfunded, noncontributory, nonqualified SERP that covers key executives of the Company. The plan provides defined
benefits based upon afixed payment schedule. The Company expensed $490 and $645 during 2013 and 2012 for the accrual of the retirement benefits,
respectively.

14. Noninterest Expense
Other noninterest expense for the years ended December 31, 2013 and 2012 included the following:

2013 2012

Technology and data processing $ 7,896 $ 7971
Legal and professional services 3,988 5,017
Printing and supplies 827 1,083
Advertising 1,355 2,510
I nsurance expense 1,155 1,124
Postage 594 886
FDIC deposit insurance expense 2,193 1,909
Other 4,304 5,347
Total other noninterest expense $22,312 $25,847
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15.  Accumulated Other Comprehensive Income (AOCI)

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 years ended December 31, 2013 and 2012:

AOCI, beginning balance
Unrealized gains/ (losses) on securities:

Net unrealized gains/ (losses) arising during the period
Less: reclassification adjustment for gainsincluded in net

income

Amortization of unrealized gains on investment securities
transferred from available-for-sale to hel d-to-maturity

AOCI, ending balance

Reclassifications out of AOCI consisted of the following:

Details about components of

December 31, 2013

December 31, 2012

Before-Tax Net-of-Tax Before-Tax Net-of-Tax
Amount Tax Amount Amount Tax Amount
$ 11074 $3876) $ 7,198 10675 $(3628) $ 7,047
(7,257) 2,566 (4,691) 2,007 (783) 1,224
(2,532) 861 (1,671) (1,440) 490 (950)
(191) 65 (126) (168) 45 (123)
1,094 (384) 710 11,074 (3,876) 7,198

December 31

Affected lineitem in the
Consolidated Financial

AOCI 2013 2012 Statements
Realized gains on AFS securities: $(2532) $(1,440) Securitiesgains
861 490  Incometax
$(1,671) $ (950)
Amortization of unrealized gains on investment securities
transferred from available-for-sale to held-to-maturity: $ (191) $ (168) Investment securities available-for-sale
65 45  Income tax
$ (126 $ (129
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16. Income Taxes

At December 31, 2013 and 2012, the income tax expense and benefit consisted of the following components:

2013
Current tax expense (benefit)
Federal $ 21,636
State (519)
Total current tax expense (benefit) 21,117
Deferred tax expense (benefit)
Federal (17,167)
State (138)
Total deferred tax expense (benefit) (17,305)
Total income tax expense (benefit) $ 3812

2012

$(6,739)

(6,739)

7,764
(1,128)

6,636
$ (103)

The Company’s effective tax rate for the years ended December 31, 2013 and 2012 was 22.42% and -0.83%, respectively which differed from the statutory

rate of 35% and 35%, respectively, primarily as aresult of the nontaxable bargain purchase gain and state income tax benefit.

The difference between the federal income tax rates, applied to income before income taxes and the effective rates were due to the following:

Income taxes at statutory rates (35% and 35%, respectively)
Increase (reduction) in income taxes resulting from
Nontaxable income on loans and investments, net of nondeductible expenses
Gain on acquisition
State income taxes, net of federal benefit
Tax exempt income— BOLI
Tax credits
Meals and entertainment
Other, net

Total income tax expense (benefit)
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The major components of the temporary differencesthat giverise to deferred tax assets and liabilities at December 31, 2013 and 2012 were asfollows:

2013 2012
Deferred tax assets:
Covered assets $ 32,803 $ 241,925
Goodwill 5,098 5,017
FDIC clawback liability 10,458 10,131
State carryforwards 226 2,000
Stock -based compensation 4,564 3,203
Allowance for loan loss 7,177 4,587
Nonaccrual loan interest 7,416
Other __ 4138 __ 3028
Total deferred tax asset 71,880 269,891
Deferred tax liabilities:
Acquired subsidiary assets — (5,495)
FDIC Loss Share Receivable (42,116) (245,652)
Deposit premiums (2,477) (4,179)
Available-for-sale securities (382) (3,876)
Tax gain on acquisitions (7,324) (9,839)
Other (6,454) (8,787)
Total deferred tax (liability) (58,753) (277,828)
Net deferred tax asset (liability) $ 13,127 $ (7,937)

The Company has state tax credit carryforwards of $347 which expirein 2018.

At December 31, 2013 and 2012, the Company had no unrecognized tax benefits recorded. The Company does not expect the total amount of
unrecognized tax benefitsto significantly increase within the next twelve months.

The Company did not have any amounts accrued for interest and penalties at December 31, 2013 and 2012.

The Company and its subsidiaries are subject to U.S. federal income tax aswell as state and local tax in several jurisdictions. Tax years since inception
are still open to examinations by taxing authorities.

17. Transactionswith Related Persons

In the ordinary course of business, loans may be made to officers, directors and affiliated companies at substantially the same terms as comparable
transactions with other borrowers. At December 31, 2013 and 2012, related party loans were approximately $2,317 and $2,379, respectively. Repayments of
loans made by the related parties were $62 and $58 for the years ended December 31, 2013 and 2012, respectively.

The Company held deposits of $1,974 and $1,241 from key officers, directors and affiliated companies at December 31, 2013 and 2012, respectively.
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18. Regulatory Requirementsand Other Restrictions

The Company (on a consolidated basis) and CSB are subject to various regulatory capital requirements administered by federal and state banking
agencies. Capital adequacy guidelines and, additionally for banks, prompt corrective action regulationsinvolve quantitative measures of assets,
liabilities and certain off-balance sheet items cal culated under regulatory accounting practices. Capital amounts and classifications are also subject to
qualitative judgments by regulators. Failure to meet minimum capital requirementsresultsin certain discretionary and required actions by regulators that
could have an effect on the Company’s operations.

Quantitative measures established by regulation to ensure capital adequacy require the Company and CSB to maintain minimum amounts and ratios (as
defined by regulations and set forth in the table below) of Total and Tier 1 capital to risk-weighted assets and to average assets, respectively.
Management believes, as of December 31, 2013, the Company and CSB meet al capital adequacy requirementsto which it is subject. At December 31,
2013 and 2012, regulatory notifications categorized CSB as well-capitalized under the regulatory framework for prompt corrective action. To be
categorized as well-capitalized, the Company and CSB must maintain minimum Total risk-based, Tier 1 risk-based and Tier 1 leverageratios as set forthin
the table. There have been no conditions or events that would affect the Company’s and CSB’s well-capitalized status.

As of December 31, 2013

For Capital To Be Well Capitalized Under
Actual Adequacy Purposes Prompt Corrective Action
Amount Ratio Amount Ratio Amount Ratio
Total capital to risk-weighted assets
Consolidated $426,773 2242% $ 152,284 8.00% N/A N/A
CSB $359,517 1889% $ 152,261 800% $ 190,326 10.00%
Tier 1 capital to risk-weighted assets
Consolidated $402,819 21.16% $ 76,142 4.00% N/A N/A
CSB $335,566 1763% $ 76,131 400% $ 114,196 6.00%
Tier 1 capital to average assets
Consolidated $402,819 1471% $ 109,568 4.00% N/A N/A
CSB $335,566 1225% $ 109,568 400% $ 136,960 5.00%
As of December 31, 2012
For Capital To Be Well Capitalized Under
Actual Adequacy Purposes Prompt Corrective Action
Amount Ratio Amount Ratio Amount Ratio
Total capital to risk-weighted assets
Consolidated $405,621 29.02% $ 111,791 8.00% N/A N/A
CSB $337,978 2419% $ 111,807 800% $ 139,738 10.00%
Tier 1 capital to risk-weighted assets
Consolidated $387,677 27174% $ 55895 4.00% N/A N/A
CSB $320,036 2290% $ 55904 400% $ 83,843 6.00%
Tier 1 capital to average assets
Consolidated $387,677 1531% $ 101,273 4.00% N/A N/A
CSB $320,036 1264% $ 101,273 400% $ 126,591 5.00%
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As acondition to the Department of Banking and Finance of the State of Georgia' s approval of CSB’s Article of Incorporation, CSB must maintainaTier
1 capital to average assets of not less than 10 percent, atotal capital to risk-weighted assets of not less than 12 percent and a Prompt Corrective Action
category rating, as defined by regulators, of “Well Capitalized” for the later of the first three years of operations or until cumulative profitability is
achieved. CSB is also required to comply with the provisions of the FDIC's Statement of Policy on Qualifications for Failed Bank Acquisitions that
requires CSB to maintain Tier 1 capital to average assets of at least 10 percent throughout the first three years following the commencement of banking
operations.

The Company and CSB are subject to various requirements imposed by state and federal banking statutes and regulations, including regulations
requiring the maintenance of noninterest-bearing reserve balances at the Federal Reserve Bank. Banks are allowed to reduce the required balances by the
amount of vault cash. As of December 31, 2013 and 2012, the requirement for the Company was $6,736 and $19,128, respectively.

19. Stock-Based Compensation

The Company has anonqualified stock option plan for certain key officers/empl oyees and nonemployee directors. The 2010 Long-Term Incentive Plan
provides stock awards up to 4,135,582 common shares of the Company and as of December 31, 2013 and 2012, there were 1,034,764 and 1,171,034 shares
available for future grants under this plan, respectively. The Company initially had two types of options that were granted under this plan. The first set

of granted options (“Type A”) were to certain key officers and nonemployee directors and vest monthly at arate of 25% per year, except that key officers
do not begin vesting until they have completed one year of service, at which time they immediately become 25% vested. Each option remains
outstanding for 10 years after theinitial grant date. There were 290,388 options granted during 2013 and no options granted in 2012 under this plan. The
second set of granted options (“ Type B”), were to certain key employees and the vesting of these options would depend on the performance of the
Company’s equity at the end of the vesting performance period, which is measured at September 17, 2015 or aliquidity event, whichever isearlier. There
were 92,500 options granted during 2013 and no options granted in 2012 under this plan. During 2013, there were 76,618 forfeited Type A options and
170,000 forfeited Type B options and during 2012, there were 130,000 forfeited Type B options.

Under aBoard of Directorsresolution, all options granted as Type B were converted to Type A in August of 2013 with credit given for time served to the
18 employees affected. Asaresult of this modification, the Company had to determine the additional incremental cost for the converted optionsin order
to recognize this cost over the remaining vesting term of the options. Thisincremental value for the 1,534,000 options that were converted was $1,078
and will be recognized over the remaining vesting term, which was extended from 4 to 6 years for certain officers.

Annual stock option awards are recognized over the vesting period and reflected as salaries and employee benefits within the Consolidated Statements
of Income, which was $3,497 and $3,252 for the years ending December 31, 2013 and 2012, respectively. Total unrecognized salaries and employee benefit
expense related to nonvested share-based compensation was $3,517 and $4,680 at December 31, 2013 and 2012, respectively, and is expected to all be
recognized by December 11, 2017 with aweighted-average period of 2.46 years.
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Activity in the stock option plan for the years ended December 31, 2013 and 2012 is summarized as follows:

Weighted Weighted Average
Number Average Remaining
of Exercise Contractual Life
Shares Price (in years)
Outstanding — January 1, 2012 3,094,548 $ 10.09 8.57
Granted — — —
Exercised — — —
Forfeited (130,000) 10.25 —
Outstanding — December 31, 2012 2,964,548 10.07 7.03
Granted 382,888 11.00 —
Exercised — — —
Forfeited (246,618) 10.50 —
Outstanding — December 31, 2013 3,100,818 $ 1015 5.77

The following table presents information on stock options that were excercisable as of December 31, 2013 and 2012:

Weighted Weighted Average
Number Average Remaining
of Exercise Contractual Life
Shares Price (in years)
December 31, 2013 2,317,375 $ 1004 6.33
December 31, 2012 1,427,500 $ 10.04 7.26

The Company has utilized the Black-Scholes valuation method to determine the fair value of its stock optionsfor Type A. The valuation method require
the use of the following assumptions: the stock price as of the grant date, the expected dividend yield and the expected stock price volatility based upon
the historical volatility for agroup of comparable publicly-traded companies as defined by the Company. Also, for a period approximating the expected
life of the options, the risk-free rate based upon the U.S. Treasury yield curvein effect at the time of grant for periods corresponding with the expected
life of the options and the expected option life presented by the period of time the options are expected to be outstanding is based upon historical
trends.

The estimated fair value of the options granted, as well as the weighted average and ranged assumptions used in the computations are as follows:

Type A
Fair value of options granted $ 2.93-$4.33
Expected dividend yield —
Expected volatility 32% - 40%
Risk-freeinterest rate 0.83% - 0.99%
Expected life (in years) 4.0-6.1
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20. Commitmentsand Contingencies

In order to meet the financing needs of its customers, the Company has financial instruments with off-balance sheet risk. These financial instruments
include commitments to extend credit and standby |etters of credit. These instrumentsinvolve elements of credit, interest rate and/or liquidity risk.

Commitmentsto extend credit are legally binding agreementsto lend to customers. Commitments generally have fixed expiration dates or other
termination clauses and may require payment of fees. Since many of the commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future liquidity requirements. Established credit standards control the credit-risk exposure associated
with these commitments. The amount of collateral obtained, if deemed necessary upon extension of credit, is determined on a case by case basis by
management through credit evaluation of the customer.

Standby letters of credit are commitments guaranteeing performance of a customer to athird party. These guarantees are issued primarily to support
public and private borrowing arrangements. In order to minimize its exposure, the Company credit policies govern the issuance of standby letters of
credit.

At December 31, 2013 and 2012, the Company had unused |oan commitments and standby |etters of credit amounting to the following:

As of December 31, 2013 As of December 31, 2012
Fixed Variable Variable
Rate Rate Total Fixed Rate Rate Total
Unused |oan commitments $22405  $439,703 $462,108 $ 104,004 $308,037 $412,041
Standby letters of credit 3,664 23,937 27,601 3,650 2,260 5,910

$26,069 $463640 $489,709 $ 107,654 $310297  $417,951

The Company, on a case-by-case basis, establishes reserves for those legal claimsinwhichitis probablethat alosswill be incurred and the amount of
such loss can be reasonably estimated. Based on current knowledge, management does not believe that loss contingencies, if any, arising from pending
litigation and regulatory matters will have amaterial adverse effect on the consolidated financial position, results or liquidity of the Company.

21. Subsequent Events

Management has eval uated the effects of subsequent eventsthat have occurred after December 31, 2013 and through March 25, 2014, the date the
financial statements were issued. During this period, management has determined that no events occurred that require disclosure.
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Community & Southern Holdings, Inc.
Consolidated Balance Sheets (Unaudited)

(In thousands of dollars, except share data)

September 30, 2015 December 31, 2014
Assets
Cash and due from banks $ 118,456 $ 203,956
Investment securities avail able-for-sale (amortized cost of $512,542 and $441,728,
respectively) 517,669 444,883
Investment securities hel d-to-maturity (market value of $85,223 and $86,460, respectively) 81,825 82,903
Loans held for sale 1,026 1,981
Loans held for investment (including $169,535 and $304,877 covered under FDIC loss share
agreements, respectively) 2,872,862 2,422,287
Allowance for loan losses (45,513) (37,910)
Loans, net of allowance for loan |osses 2,827,349 2,384,377
Premises and equipment 59,523 64,617
Other real estate owned (including $4,589 and $12,817 covered under FDIC loss share
agreements, respectively) 8,142 14,363
FDIC loss share receivable 18,838 34,464
Goodwill 33,187 23,084
Other intangible assets 9,037 9,738
Bank owned life insurance 84,355 62,424
Other assets 100,129 73,784
Total assets $ 3,859,536 $ 3,400,574
Liabilitiesand Shareholders Equity
Liabilities
Deposits
Noninterest-bearing $ 439,316 $ 365,084
Interest-bearing 2,695,939 2,470,942
Total deposits 3,135,255 2,836,026
Other borrowings 215,095 78,905
Other liahilities 52,310 50,573
Totd liabilities 3,402,660 2,965,504
Shareholders' equity
Common stock ($0.01 par value; 100,000,000 shares authorized; 36,949,266 shares
issued and outstanding, respectively) 369 369
Additional paid-in capital 374,362 372,670
Retained earnings 78,371 59,461
Accumulated other comprehensive income 3,774 2,570
Total shareholders' equity 456,876 435,070
Total liabilities and shareholders' equity $ 3,859,536 $ 3,400,574

The accompanying notes are an integral part of these consolidated financial statements.
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Community & Southern Holdings, Inc.
Consolidated Statements of I ncome (Unaudited)

(In thousands of dollars)

Interest income

Interest and fees on loans

Interest and dividends on investment securities
Interest on other earning assets

Total interest income
Interest expense
Deposits
Other borrowings

Total interest expense

Net interest income
Provision for credit losses

Net interest income after provision for credit |osses

Noninter est income
Service charges on deposit accounts
Securities gains, net
Gain on acquisition
Other
Total noninterest income

Noninterest expense

Salaries and employee benefits

Occupancy and equipment expense

Expense on |oans and other real estate owned

Other real estate owned and repossession |osses, net
Amortization expense

FDIC loss share receivabl e val uation adjustments
FDIC loss share receivable amortization

Other

Total noninterest expense

Income before income taxes
Income tax expense (benefit)

Net income

Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014
$ 36,940 $ 35,969 $107,206 $104,317

3,484 3,319 9,874 9,976
92 86 254 191
40,516 39,374 117,334 114,484
4,283 3,435 11,634 9,082
454 405 1,237 1,229
4,737 3,840 12,871 10,311
35,779 35,534 104,463 104,173
1,060 4,201 11,406 5,470
34,719 31,333 93,057 98,703
2,998 2,923 8,648 8,325
136 132 136 211
—_ 2,278 —_ 2,278
2,451 2,008 7,397 5,015
5,585 7,341 16,181 15,829
12,837 11,762 37,612 33,955
2,987 2,919 8,999 8,348
1,061 981 2,534 3,027
585 44 529 1,198
924 834 2,675 2,167
960 1,001 2,431 3,722
1,342 9,935 6,218 36,671
7,376 8,331 20,317 21,189
28,072 35,807 81,315 110,277
12,232 2,867 27,923 4,255
4,355 (1,050) 9,013 (657)
$ 7,877 $ 3917 $ 18,910 $ 4912

The accompanying notes are an integral part of these consolidated financial statements.
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Community & Southern Holdings, Inc.
Consolidated Statements of Comprehensive | ncome (Unaudited)

(In thousands of dollars)

Net Income

Components of other comprehensiveincome/ (10ss):

Unrealized gains/ (losses) on available-for-sal e investment securities arising during period
Reclassification adjustment for net investment securities gainsrealized in earnings
Amortization of unrealized gains on investment securities transferred from available-for-sale to

held-to-maturity

Total other comprehensiveincome/ (loss)

Comprehensiveincome

Three Months Ended
September 30
2015 2014

Nine Months
Ended
September 30
2015 2014

$ 7877 $ 3917

$18910  $4,912

2,402 (855 1373 1941
(90) (87) 90)  (139)
(25) @7 (79  (103)

2,287 (969) 1204 1699

$ 10164 $ 2,948

$20,114  $6,611

The accompanying notes are an integral part of these consolidated financial statements.
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Community & Southern Holdings, Inc.

Consolidated Statements of Shareholders Equity (Unaudited)

(In thousands of dollars)

Balance at December 31, 2013
Net income
Change in accumulated other comprehensive income
Stock-based compensation expense

Balance at September 30, 2014

Balance at December 31, 2014
Net income
Change in accumulated other comprehensive income
Stock-based compensation expense

Balance at September 30, 2015

Accumulated

Additional Other

Common Paid-in Retained Comprehensive
Stock Capital Earnings Income (L 0ss)
$ 369 $ 370,139 $ 52,617 $ 710
— — 4,912 —

— — — 1,699

— 1,938 — —

$ 369 $ 372,077 $ 57,529 $ 2,409
$ 369 $ 372,670 $ 59,461 $ 2,570
— — 18,910 —

— — — 1,204

— 1,692 — —

$ 369 $ 374,362 $ 78371 $ 3,774

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

Shareholders’
Equity

$

423,835
4,912
1,699

1,938

432,384

435,070

18,910
1,204
1,692

456,876



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

(In thousands of dollars)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to cash provided by operating activities:
Net amortization/accretion of premiums and discounts
Provision for credit losses
Other real estate owned and repossession |osses, net
Stock-based compensation expense
Deferred income tax benefit
Depreciation, amortization and accretion
Gain on acquisitions
Securities gains, net
Net changeinloans held for sale
Net change in FDIC |oss share receivable
Increase in cash surrender val ue of bank owned life insurance
Net changein other assets
Net change in other liabilities
Net cash provided by operating activities
Cash flowsfrom investing activities
Net change in loans held for investment (originations, net of principal repayments)
Purchases of investment securities available-for-sale
Proceeds from maturities and calls of investment securities available-for-sale
Proceeds from sales of investment securities available-for-sale
Proceeds from calls and maturities of investment securities hel d-to-maturity
Purchases of investment securities hel d-to-maturity
Purchases of premises and equipment
Disposals of premises and equipment
Other adjustmentsin other real estate owned
Proceeds from sales of other real estate owned
Net cash (paid) acquired from acquisitions
Purchases of bank owned life insurance
Net cash used in investing activities
Cash flowsfrom financing activities
Net change in deposits
Proceeds from other borrowings
Repayment of other borrowings
Net cash provided by financing activities
Changein cash and due from banks
Beginning of period
End of period
Supplemental disclosure of cash flow information
Transfers of loans to other real estate owned
Cash paid for interest
Cash paid for income taxes
Change in unrealized gain on investment securities available-for-sale

The accompanying notes are an integral part of these consolidated financial statements.
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Nine Months Ended
September 30

2015 2014
$ 18910 $ 4912
(23,709) (33,745)
11,406 5,470
529 1,198
1,692 1,938
(2,174) (5,675)
3,163 2,498
— (2,278)
(136) (212)
955 (769)
15,626 62,242
(1,931) (1,464)
(20,883) (15,529)
1,577 (11,279)
5,025 7,309
(339,152) (330,356)
(152,442) (72,396)
60,168 55,563
40,779 72,855
7,890 2,803
(7,069) (6,134)
(2,391) (1,085)
4,040 1,483
2,761 3,752
11,770 28,123
(333) 74,890
(20,000) —
(393,979) (171,002)
174,266 106,989
174,384 70,000
(45,196) (60,000)
303,454 116,989
(85,500) (46,704)
203,956 217,071
$ 118456  $ 170,367
$ 889 $ 10321
12,393 9,778
21,902 18514
1,972 2,772



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

1 Significant Accounting Policies

Community & Southern Holdings, Inc. (the “ Company”), headquartered in Atlanta, Georgia, isafinancial 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
operatestwo subsidiaries: (1) C& S Bank, a Georgia-state chartered bank that was incorporated on January 29, 2010, which providestraditional credit and
depository banking servicesto itsretail and commercial customers through 47 branchesin 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., aNevada corporation
that owns all of the investment securities of C&S.

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 (“USGAAP’) for interim financial information. Accordingly, certain information normally presented for compl ete 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 afair presentation of the results of operationsin these financial statements, have been made.

The preparation of financial statementsin 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 2014 Consolidated Financial Statements of Community & Southern Holdings, Inc. (the
“Company”). There have been no significant changes to the Company’ s accounting policies as disclosed in the 2014 Consolidated Financial Statements.

Recent Accounting Pronouncements

Thefollowing relevant accounting pronouncements, issued during 2015, could have amaterial effect on the Company’sfinancia statements. The 2014
Consolidated Financial Statements summarize relevant pronouncements issued prior to 2015.

In February 2015, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ ASU”) 2015-02, Consolidation (Topic
810): Amendments to the Consolidation Analysis. The ASU rescinds the indefinite deferral of previous amendmentsto ASC Topic 810 for certain entities
and amends components of the consolidation analysis under ASC Topic 810, including evaluating limited partnerships and similar legal entities,
evaluating fees paid to a decision maker or service provider as avariable interest, the effects of fee arrangements and/or related parties on the primary
beneficiary determination and investment fund specific matters. The ASU may be adopted either retrospectively or on amodified retrospective basis and
early adoption is permitted. The ASU is effective prospectively for fiscal years beginning on or after December 15, 2015. This ASU is not expected to
have a significant impact on the Company’sfinancial conditions or results of operations.

In September 2015, the FASB issued ASU 2015-16 Business Combinations (Topic 805): Simplifying the Accounting for Measurement-Period
Adjustments. The new guidance requires acquirers to recognize adjustments to provisional amounts (that are identified during the measurement period)
in the reporting period in which the
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adjustment amounts are determined. The new guidance also requires such amounts to be disclosed in the consolidated financial statements. The ASU is
effective prospectively for fiscal years beginning on after December 15, 2016. This ASU is not expected to have a significant impact on the Company’s
financial conditions or results of operations.

2. Acquisitions
Community Business Bank
On May 6, 2015, the Company acquired 100% of the outstanding shares of Community Business Bank (“ CBB”), a Georgia state-chartered banking

institution headquartered in Cumming, Georgia, for cash consideration of $27.9 million. The acquisition provided the Company with an opportunity to
expand its banking presence in north metro Georgia.

Upon consummation of the acquisition, CBB was merged with and into the Company, with the Company as the surviving entity in the merger. CBB had a
total of two banking locations |ocated in north metro Georgia. The table below presents a summary of the assets acquired and liabilities assumed as a
result of the CBB acquisition (dollarsin thousands):

Carrying Value Purchase As Recorded
Acquired Adjustments by CSB
Assets
Cash and due from banks $ 27,545 $ — $ 27,545
Investment securities 21,403 (20) 21,383
Loans, net 97,458 (1,938) 95,520
Premises and equipment 2,521 (2,154) 367
Intangible assets — 1,800 1,800
Deferred tax assets 1,383 1,742 3,125
Other assets . 821 (11) 810
Total assets acquired $ 151,131 $ (581) $ 150,550
Liabilities
Deposits
Noninterest-bearing $ 33,648 $ — $ 33,648
Interest-bearing . 91,000 315 91,315
Total deposits 124,648 315 124,963
Other borrowings 7,652 — 7,652
Other liabilities . 160 — 160
Total liabilities assumed $ 132,460 $ 315 $ 132,775
Net identifiable assets acquired $ 17,775
Cash consideration transferred to CBB 27,878
Goodwill $ 10,103

The acquisition of CBB resulted in the recognition of $10.1 million in goodwill, none of which is deductible for tax purposes. The goodwill arose primarily
as aresult of the expected synergies from combining the operations of CBB with the Company.

Theloans acquired had gross contractual amounts receivable of $116.7 million. At the acquisition date, the Company’s current estimate of expected cash
flowsto be collected was $111.4 million.
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3. Investment Securities

The aggregate values of investment securities at September 30, 2015 and December 31, 2014, along with unrealized gains and losses determined on an
individual security basis are asfollows (dollarsin thousands):

U.S. government
Certificates of deposit
FNMA, GNMA and FHLMC mortgage-
backed securities
Asset backed securities
Collateralized mortgage obligations
State, county and municipal
Corporate bonds
Equity securities
Total investment securities

U.S. government
Certificates of deposit
FNMA, GNMA and FHLMC mortgage-
backed securities
Asset backed securities
Collateralized mortgage obligations
State, county and municipal
Corporate bonds
Equity securities
Total investment securities

Held-to-Maturity
As of September 30, 2015

Available-for-Sale
As of September 30, 2015

Gross Gross Gross Gross
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains L osses Value Cost Gains L osses Value
$ = $ = $ = $ — $ 40093 $ B 3 222 $ 39,907
23,249 45 125 23,169 — — — —
— — — — 250,342 4,076 370 254,048
— — — — 16,997 5 279 16,723
— — — — 157,377 1,832 261 158,948
58,576 3,490 12 62,054 8,852 163 6 9,009
— — — — 35,555 159 6 35,708
— — — — 3,326 — — 3,326
$ 8185 $ 353 $ 137 $85223 $ 512542 $ 6271 $ 1144  $517,669
Held-to-Maturity Available-for-Sale
As of December 31, 2014 As of December 31, 2014
Gross Gross Gross Gross
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains L osses Value Cost Gains L osses Value
$ = $ = $ = $ — $ 3982 $ 8 $ 745  $ 39,166
17,974 39 98 17,915 — — — —
— — — — 208,915 3,608 547 211,976
— — — — 18,791 3 72 18,722
— — — — 142,107 1,430 827 142,710
64,929 3,643 27 68,545 7,016 99 3 7,112
— — — — 21,255 206 86 21,375
— — — — 3,822 — — 3,822
$ 82903 $ 3682 $ 125 $86,460 $ 441728 $ 5435 $ 2,280 $444,883
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The following table provides contractual maturity information for investment securities as of September 30, 2015 (dollarsin thousands). Callable
investment securities are assumed to mature on their earliest call date. Actual maturities may differ from contractual maturity because issuers may have

theright to call or prepay obligations with or without call or prepayment penalties.

Held-to-Maturity
As of September 30, 2015

Available-for-Sale
As of September 30, 2015

Fair
Cost Fair Value Cost Value

Maturing in
Oneyear or less $ 2,046 $ 2,050 $ 11,056 $ 11,203
Onethrough five years 28,715 29,383 273,520 278,058
Five through ten years 43,490 45,771 205,178 205,577
Over ten years 7,574 8,019 19,462 19,505
Equity securities — — 3,326 3,326
Total investment securities $81,825 $ 85,223 $512,542 $517,669

The following table provides information regarding investment securities with unrealized losses as of September 30, 2015 and December 31, 2014 (dollars

in thousands):
As of September 30, 2015
Less Than 12 Months More Than 12 Months Total
Investment Unrealized Investment Unrealized Investment Unrealized
Positions Fair Value L osses Positions Fair Value L osses Positions Fair Value L osses
U.S. government 2 $ 10,072 $ 26 2 $ 9,786 $ 196 4 $ 19,858 $ 222
Certificates of deposit 40 8,344 75 11 2,428 50 51 10,772 125
FNMA, GNMA and
FHLMC mortgage-
backed securities 8 47,481 230 5) 18,855 140 13 66,336 370
Asset backed securities 2 7,357 176 2 6,751 103 4 14,108 279
Collateralized
mortgage
obligations 2 17,512 54 3 10,953 207 5 28,465 261
State, county and
municipal 5 3,813 12 1 700 6 6 4,513 18
Corporate bonds 2 13,055 6 — — — 2 13,055 6
Total investment
securities 61 $ 107,634 $ 579 24 $ 49,473 $ 702 85 $ 157,107 $ 1,281
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As of December 31, 2014

Less Than 12 Months More Than 12 Months Total
Investment Unrealized Investment Unrealized Investment Unrealized
Positions Fair Value L osses Positions Fair Value L osses Positions Fair Value L osses
U.S. government 10 $ 4,952 $ 15 5) $ 24,368 $ 730 15 $ 29,320 $ 745
Certificates of deposit 20 4,480 26 19 4,194 72 39 8,674 98
FNMA, GNMA and
FHLMC mortgage-
backed securities 1 10,167 35 9 36,944 512 10 47,111 547
Asset backed securities 3 10,211 35 1 4,825 37 4 15,036 72
Collateralized
mortgage
obligations 6 48,245 484 2 9,633 343 8 57,878 827
State, county and
municipal 4 1,487 3 3 1,812 27 7 3,299 30
Corporate bonds 1 5,100 82 1 4,997 4 2 10,097 86
Total investment
securities 45 $ 84,642 $ 680 40 $ 86,773 $ 1,725 85 $ 171,415 $ 2,405

The Company held certain investment securities having unrealized loss positions. As of September 30, 2015, the Company did not intend to sell these
investment securities nor wasit 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 OTTI in accordance with the accounting policies outlined in Note 1, “ Summary of
Significant Accounting Policies and Nature of Business”, to the 2014 Consolidated Financial Statements. Market changesin interest rates and credit
spreads will result in temporary unrealized losses as the market price of investment securities fluctuates. As aresult, the Company had no other-than-
temporary impairment for the nine months ended September 30, 2015 and the year ended December 31, 2014.

The Company had pledged held-to-maturity and available-for-sale investment securities having aggregate fair values of $21.1 million and $270.7 million,
respectively at September 30, 2015, and $28.0 million and $304.5 million, respectively at December 31, 2014 to secure public funds on deposit and certain
other borrowings, and for other purposes as required by law.
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4, LoansHeld for Investment

Composition of L oan Portfolio

The Company’srecorded investment in loans outstanding at September 30, 2015 and December 31, 2014, is summarized asfollows (dollarsin
thousands):

Sept. 30, 2015 Dec. 31, 2014
Commercial loans:
Construction $ 248,434 $ 283528
Commercial real estate 1,115,837 835,163
Commercial & industrial 361,837 335,853
Total commercial loans 1,726,108 1,454,544
Consumer loans:
Residential real estate 163,669 121,912
Automobile 352,692 230,576
Marine and recreational vehicle 364,017 298,740
Other consumer purpose 10,503 11,274
Total consumer loans 890,881 662,502
Purchased credit-impaired |oans:
Construction 14,301 16,382
Commercial rea estate 145,433 172,733
Commercia & industrial 9,007 10,556
Residential real estate 86,208 104,256
Other consumer purpose 924 1,314
Total purchased credit-impaired loans 255,873 305,241
Loans held for investment $ 2,872,862 $ 2422287
Loans held for sale $ 1,026 $ 1,981

Under aline of credit agreement with the Federal Home Loan Bank of Atlanta (“FHLBA"), at September 30, 2015, the Company had pledged certain loans
under ablanket lien as collateral for its FHLBA borrowings. The loans encumbered by the blanket lien included all qualifying 1-4 family first mortgage
loans, multi-family first mortgage loans, and commercial real estate loans. Loans pledged as collateral for FHLBA borrowings totaled $2.56 billion and
$2.06 hillion at September 30, 2015 and December 31, 2014, respectively.

Covered Loans

Included in loans held for investment are loans acquired in Federal Deposit Insurance Corporation (“FDIC") assisted transactions that areinitially
covered under loss share agreements (“ covered loans”). The Company’s recorded investment in covered loans at September 30, 2015 and December 31,
2014 is summarized asfollows (dollarsin thousands):

Sept. 30, 2015 Dec. 31, 2014

Commercia loans $ 1,178 $ 2,127
Consumer loans 12,243 15,030
Purchased credit-impaired loans: 156,114 287,720
Total covered loans $ 169,535 $ 304,877
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Credit Quality

The Company monitorsthe credit quality of its commercial |oan portfolio using internal credit risk ratings. These credit risk ratings are based upon
established regul atory 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 gradesto evaluate its commercial loan portfolio:

Pass. Higher quality loans that do not fit any of the other categories described bel ow.

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 |ease 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 |oans have well-defined weaknesses that jeopardize repayment of the
debt. Substandard |oans are characterized by the distinct possibility that the Company will sustain some loss if the deficiencies are not addressed.

Doubtful. The Company assigns adoubtful 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 lossis 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 lossis 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 September 30, 2015 and December 31, 2014 (dollarsin thousands):

As of September 30, 2015

Commercial Commercial &
Construction Real Estate Industrial Total
Pass $ 244,014 $ 1,056,130 $ 332,062 $1,632,206
Special Mention 2,902 19,226 8,769 30,897
Substandard 1,518 40,481 10,544 52,543
Doubtful = = 10,462 10,462
$ 248,434 $ 1,115,837 $ 361,837 $1,726,108
As of December 31, 2014
Commercial Commercial &
Construction Real Estate Industrial Total
Pass $ 283,011 $ 783,889 $ 312,756 $1,379,656
Special Mention 172 36,015 3,540 39,727
Substandard 345 15,259 4,925 20,529
Doubtful — — 14,632 14,632
$ 283,528 $ 835163 $ 335,853 $1,454,544
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The Company monitors the credit quality of its consumer portfolio based primarily on payment activity and credit scores. Payment activity isthe primary
factor considered in determining whether a consumer loan should be classified as nonperforming.

The following tables show the credit quality indicators associated with the Company’ s consumer loan portfolio (excluding PCI loans) as of September 30,
2015 and December 31, 2014 (dollarsin thousands):

As of September 30, 2015

Residential Other
Real Estate Automobile Marine& RV Consumer Total
Performing $ 163,306 $ 352,393 $ 363,989 $ 10,500 $890,188
Nonperforming 363 299 28 3 693
$ 163,669 $ 352,692 $ 364,017 $ 10,503 $890,881
As of December 31, 2014
Residential Other
Real Estate Automobile Marine & RV Consumer Total
Performing $ 120,511 $ 230,283 $ 298,671 $ 11,264 $660,729
Nonperforming 1,401 293 69 10 1,773
$ 121912 $ 230,576 $ 298,740 $ 11,274 $662,502

The following tables show the credit quality indicators associated with the Company’s commercial PCI loans as of September 30, 2015 and December 31,

2014 (dollarsin thousands):

As of September 30, 2015

Commercial Commercial &

Construction Real Estate Industrial Total
Pass $ 5,337 $ 90,718 $ 6,949 $103,004
Special Mention 1,466 16,410 1,671 19,547
Substandard 7,214 36,533 381 44,128
Doubtful 284 1,772 . 6 2,062
$ 14,301 $ 145433 $ 9,007 $168,741

As of December 31, 2014
Commercial Commercial &

Construction Real Estate Industrial Total
Pass $ 5,958 $ 99,498 $ 9,293 $114,749
Special Mention 1,296 22,071 284 23,651
Substandard 7,865 49,065 972 57,902
Doubtful 1,263 2,099 7 3,369
$ 16,382 $ 172,733 $ 10,556 $199,671
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The following tables show the credit quality indicators associated with the Company’ s consumer PCI |oans as of September 30, 2015 and December 31,

2014 (dollarsin thousands):

Performing
Nonperforming

Performing
Nonperforming

Delinquency

As of September 30, 2015

Residential Other
Real Estate Consumer Total
$ 82,247 $ 909 $83,156
3,961 15 3,976
$ 86,208 $ 924 $87,132
As of December 31, 2014
Residential Other
Real Estate Consumer Total
$ 89,984 $ 1,287 $ 91,271
14,272 . 27 14,299
$ 104,256 $ 1,314 $105,570

An aging analysis for the Company’sloan portfolio (excluding PCI loans) at September 30, 2015 and December 31, 2014, is shown in the tables bel ow

(dollarsin thousands):

Commercial loans:
Construction
Commercial real estate
Commercia & industrial

Consumer loans:

Residential real estate
Automobile

Marine & RV

Other consumer purpose

Commercial loans:
Construction
Commercial real estate
Commercia & industrial

Consumer loans:

Residential real estate
Automobile

Marine & RV

Other consumer purpose

As of September 30, 2015

30 — 89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 247,054 $ 1,380 $ — $ 248,434 $ — $ 590
1,113,183 1,476 1,178 1,115,837 — 5,497
350,632 737 10,468 361,837 — 18,910
162,374 932 363 163,669 — 2,229
350,184 2,209 299 352,692 11 632
363,872 117 28 364,017 — 117
10,425 75 3 10,503 = 3
$2,597,724 $ 6,926 $ 12,339 $2,616,989 $ 11 $ 27978

As of December 31, 2014

30 — 89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 283,487 $ — $ 41 $ 283,528 $ — $ 233
830,162 4,663 338 835,163 — 5,507
329,305 333 6,215 335,853 164 14,722
120,464 1,104 344 121,912 113 1,401
229,404 1,002 170 230,576 30 293
298,312 413 15 298,740 — 69
11,138 136 — 11,274 — 10
$2,102,272 $ 7,651 $ 7,123 $2,117,046 $ 307 $ 22235
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For PCI loans, if the Company has areasonable expectation about the timing and amount of cash flows expected to be collected, the loans meet the
criteriafor the recognition of income and are considered to be accruing loans.

An aging analysis for the Company’s PCl loans at September 30, 2015 and December 31, 2014 is shown in the tables below (dollars in thousands):

PCI loans:
Construction
Commercial rea estate
Commercia & industria
Residential real estate
Other consumer purpose

PCI loans:
Construction
Commercial real estate
Commercia & industrial
Residential real estate
Other consumer purpose

As of September 30, 2015

30 — 89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 13,369 $ 93 $ 839 $ 14,301 $ 839 $ —
135,711 1,397 8,325 145,433 8,325 —
8,844 27 136 9,007 136 e
80,682 1,565 3,961 86,208 3,961 —
895 13 16 924 16 —
$239501 $ 3005  $ 13277  $265873  $ 13277 % —

As of December 31, 2014

30 — 89 Days 90+ Days 90+ Days
Current Past Due Past Due Total Accruing Nonaccrual
$ 14,423 $ 147 $ 1812 $ 16,382 $ 1812 $ —
156,696 2,700 13,337 172,733 13,337 —
9,903 134 519 10,556 519 —
95,194 4,155 4,907 104,256 4,907 —
1,247 63 4 1,314 4 —
$277,463 $ 7,199 $ 20,579 $305,241 $ 20,579 $ —
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5. Allowancefor Loan L osses

Activity in the Allowance for Loan Losses (“ALL") for the nine months ended September 30, 2015 and the year ended December 31, 2014, respectively, is
summarized in the tables below (dollarsin thousands):

For the Period Ended September 30, 2015

Commercial Consumer PCI Total
Beginning Balance $ 23675 $ 9059 $ 5176 $ 37,910
Charge-offs (1,310) (1,723) (2,260) (5,293)
Recoveries 505 614 1,821 2,940
Provisiont 4,951 3,416 1,589 9,956
Ending Balance $ 2781 $ 11366 $ 6326 $ 45513
September 30, 2015 AL L allocated to:
Loansindividually evaluated for impairment $ 6,840 $ 8 $ — $ 6928
Loans collectively evaluated for impairment 20,981 11,278 — 32,259
L oans acquired with deteriorated credit quality — — 6,326 6,326
Ending Balance $ 2781 $ 11366 $ 6326 $ 45513
September 30, 2015 recor ded investment in loans:
Individually evaluated for impairment $ 24997 $ 2981 $ — $ 27,978
Collectively evaluated for impairment 1,701,111 887,900 — 2,589,011
Acquired with deteriorated credit quality — — 255,873 255,873
Ending Balance $1,726,108 $890,881 $255873 $2,872,862
For the Year Ended December 31, 2014
Commercial Consumer PCI Total
Beginning Balance $ 12186 $ 6608 $ 11,741 $ 30,535
Charge-offs (5,160) (924) (2,557) (8,641)
Recoveries 74 392 3,936 4,402
Provision/ (Release)2 16,575 2,983 (7,944) 11,614
Ending Balance $ 23675 $ 9059 $ 5176 $ 37,910
December 31, 2014 ALL allocated to:
Loansindividually evaluated for impairment $ 5146  $ 21§ — $ 5173
Loans collectively evaluated for impairment 18,529 9,032 — 27,561
L oans acquired with deteriorated credit quality — — 5,176 5176
Ending Balance $ 23675 $ 9059 $ 5176 $ 37,910
December 31, 2014 recorded investment in loans:
Individually evaluated for impairment $ 20487 $ 2014 $ — $ 22,501
Collectively evaluated for impairment 1,434,057 660,488 — 2,094,545
Acquired with deteriorated credit quality — — 305,241 305,241
Ending Balance $1454544  $662502 $305241 « $2,422,287

1 Does not include $1,450 in provision for unfunded commitments.
2 Does not include ($2,660) in release for unfunded commitments.
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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 $5.0 million and $3.5 million at
September 30, 2015 and December 31, 2014, respectively and isincluded within the other liabilities section of the Consolidated Balance Sheet.

6. FDIC L oss Share Receivable

The following table shows changes in the carrying value of the FDIC loss share receivable for |oss share agreements and the rel ated recorded investment
of the covered assets for the nine months ended September 30, 2015 and the year ended December 31, 2014, respectively (dollarsin thousands):

Nine Months Ended September 30, 2015
FNBGA ACB BOE TPB FCCB GTB FCSB Total
Carrying value of FDIC loss share receivable, at December 31, 2014  $ 5485  $14,589 $ 1,086 $ 1,450 $ 1,792 $ 3,847 $ 6,215 $ 34,464
Additions resulting from:

Charge-offs, writedowns, and other losses 599 764 9) (19) (16) 82 235 1,641
Allowable external expenses 282 (14) 110 148 170 51 145 892
Effect of valuation adjustment on covered assets 559 (103) 15 21 24 1 2 519
Reductions resulting from:
Amortization (1,105) (1,630) (462) (624) (714) (437) (1,246) (6,218)
Payments received (2,485) (4,931) (445) (602) (688) (860) (2,449) (12,460)
Carrying value of FDIC loss share receivable, at September 30, 2015 $ 3,335 $ 8,675 $ 295 $ 379 $ 568 $ 2,684 $ 2,902 $ 18,838
Covered Assets:
Loans 29,336 29,089 16,093 29,597 14,830 16,720 33,870 169,535
OREO 248 558 1,203 871 1,135 565 455 5,035
Total covered assets $29,584 $29,647 $17,296 $30,468 $15,965 $17,285 $34,325 $174,570

Year Ended December 31, 2014
FNBGA ACB BOE TPB FCCB GTB FCSB Total
Carrying value of FDIC loss share receivable, at December 31, 2013 $ 30,922 $ 40,283 $ 6,052 $ 2,449 $12,615 $ 5,752 $10,194 $108,267
Additions resulting from:

Charge-offs, writedowns, and other losses (605) 1,408 225 305 349 14 40 1,736
Allowable external expenses 1,120 1,102 (36) (50) (56) 119 338 2,537
Reductions resulting from:
Effect of valuation adjustment on covered assets (2,508) (2,115) (604) (818) (935) (204) (582) (7,766)
Amortization (20,803)  (12,481) (1,440) 1,844 (7,056) (745) (2,125) (42,806)
Payments received (2,641) (13,608) (3,111) (2,280) (3,125) (1,089) (1,650) (27,504)
Carrying value of FDIC loss share receivable, at December 31, 2014 $ 5,485  $ 14,589 $ 1,086 $ 1,450 $ 1,792  $ 3,847 $ 6,215 $ 34,464
Covered Assets:
Loans 93,916 73,938 19,207 37,542 20,119 20,029 40,126 304,877
OREO 3,109 4,366 1,272 1,558 935 — 1,577 12,817
Total covered assets $97,025  $ 78,304 $20,479  $39,100 $21,054  $20,029 $41,703  $317,694
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7. Deposits
Deposits at September 30, 2015 and December 31, 2014, are summarized as follows (dollar s in thousands):

September 30, 2015

Noninterest-bearing demand $ 439,316
I nterest-bearing demand 456,260
Money market 676,602
Savings 99,776
Time 1,463,301

Total deposits $ 3,135,255

December 31, 2014
$ 365,084
426,406

687,025

91,329

1,266,182

$ 2830

Time deposits with a minimum denomination of $100 thousand totaled $937.8 million and $750.9 million at September 30, 2015 and December 31, 2014,

respectively.
At September 30, 2015, the scheduled maturities of time deposits were (dollars in thousands):

2015
2016
2017
2018
2019 and thereafter

Total time deposits

8. Other Borrowings
Other borrowings at September 30, 2015 and December 31, 2014, are asfollows (dollars in thousands):

$ 347,328
754,645
134,352

49,956
177,020

$ 1463301

September 30, 2015

Advances payable to the FHLBA with contractual rates ranging from 0.20 percent to
4.39 percent and maturities ranging from October 2015 to May 2019 (inclusive of
unamortized premium of $1,256 and $1,905 for September 30, 2015 and December 31,
2014, respectively) $

Total other borrowings $

9. Fair Values M easurements

215,095
215,095

December 31, 2014

s 7895
$ 7%

Fair value measurements are determined based on the assumptions that market participants would usein pricing the asset or liability. Asabasisfor
considering market participant assumptionsin fair value measurements, US GAAP establishes afair value hierarchy that distinguishes between market
participant assumptions based on market data obtained from sources independent of the reporting entity (observable inputsthat are classified within
Level 1 and 2 of the hierarchy) and reporting entity’s own assumptions devel oped based on the best information available in the circumstances

(unobservableinputs classified within Level 3 of the hierarchy).

Fair ValueHierarchy

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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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 asinterest 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. Theinputs shall reflect the Company’s own assessment regarding assumptions that market participants would use in pricing the asset or
lighility.

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, asis the case with investment securities and residential
mortgage loans. In these cases, an open market existsin 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 |oss 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. Changesin assumptions could significantly affect the estimates. For those assets or
liabilitieswith afixed 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 val uation 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 variablerates, 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 thereis a change of
sufficient significance to warrant atransfer 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 significant transfers
between levels during the nine months ended September 30, 2015 or year ended December 31, 2014.

Fair Value of Financial | nstruments Measured on a Recurring Basis

The following methods and assumptions were used by the Company in estimating the fair value of itsfinancial assets on arecurring basis:

Investment Securities

Investment securities classified as available-for-sale are recorded at fair value on arecurring basis. The Company’sinvestment 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. Thefair 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
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relevant items. The Company reviews the prices supplied by the independent pricing service, aswell astheir 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.

The following tables summarize the financial assets and liabilities measured at fair value on arecurring basis at September 30, 2015 and December 31, 2014
(dollarsin thousands):

As of September 30, 2015
Quoted Prices

in Active
Markets for Quoted Prices
Identical for Similar
Assets and Assets and Significant
Liabilities Liabilities Unobservable
(Level 1) (Level 2) Inputs
Description Fair Value Inputs Inputs (Level 3) Inputs
Investment securities available-for-sale
U.S. government $ 39,907 $ — $ 39,907 $ —
FNMA, GNMA, FHLMC mortgage-backed securities —
254,048 — 254,048 —
Asset backed securities 16,723 — 16,723 —
Collateralized mortgage obligations 158,948 — 158,948 —
State, county and municipal 9,009 — 9,009 —
Corporate bonds 35,708 — 35,708 —
Equity securities 3,326 — — 3,326
$ 517,669 $ = $ 514,343 $ 3,326

As of December 31, 2014
Quoted Prices

in Active
Markets for Quoted Prices
Identical for Similar
Assets and Assets and Significant
Liabilities Liabilities Unobservable
(Level 1) (Level 2) Inputs
Description Fair Value Inputs Inputs (Level 3) Inputs
Investment securities available-for-sale
U.S. government $ 39,166 $ — $ 39,166 $ —
FNMA, GNMA, FHLMC mortgage-backed securities — —_ —
211,976 — 211,976
Asset backed securities 18,722 — 18,722 —
Collateralized mortgage obligations 142,710 — 142,710 —
State, county and municipal 7,112 — 7,112 —
Corporate bonds 21,375 — 21,375 —
Equity securities 3,822 — — 3,822
$ 444,883 $ — $ 441,061 $ 3,822

During 2015, the Company purchased level 3 investment securities of $736 thousand, received settlements of $1.2 million and recognized no gains or
lossesin earnings or other comprehensive income.
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Fair Value of Financial I nstruments 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 anonrecurring basis:

Impaired Loans

Loans are considered impaired when it is determined to be probable that all amounts due under the contractual terms of the loanswill not be collected
when due. Loans considered individually impaired are evaluated and a specific allowanceis established if required based on the underlying collateral
value of the impaired loans or the estimated discounted cash flows for such loans. A specific allowanceis required if the fair value of the expected
repayments or the fair value of the collateral islessthan the recorded investment in the loan. The Company records impaired loans as nonrecurring level
3

LoansHeld for Sale

Level 1 loans held for sale consist of conforming residential mortgage loans accounted for at lower of cost or market. Fair value is determined based upon
pricing assigned on aloan-by-loan basis, at thetime aloan islocked with the borrower, through correspondent rel ati onships that the Company maintains
in order to sell loans held for sale.

OREO

Thefair value of 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 anew appraisal at the time of foreclosure or repossession of the underlying collateral. Updated appraisals are obtained on at least
an annual basison all OREO and are considered to contain Level 3 inputs. Management has al so 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 isrecorded as a nonrecurring Level
3 hierarchy.

For assets and liahilities carried at fair value on anonrecurring basis, the following table provides fair value information as of September 30, 2015 and
December 31, 2014 (dollarsin thousands):

As of September 30, 2015

Quoted Pricesin Active Quoted Prices for Significant
Markets for Identical Similar Assets Unobservable
Net Carrying Assetsand Liabilities and Liabilities Inputs (Level 3)
Description Value (Level 1) Inputs (Level 2) Inputs Inputs
Impaired loans $ 28,752 $ — $ — $ 28,752
Loans held for sale 1,026 1,026 — —
OREO 8,142 — — 8,142
As of December 31, 2014
Quoted Pricesin Active Quoted Prices for Significant
Markets for I dentical Similar Assets Unobservable
Net Carrying Assets and Liabilities and Liabilities Inputs (Level 3)
Description Value (Level 1) Inputs (Level 2) Inputs Inputs
Impaired loans $ 22,635 $ — $ — $ 22,635
Loans held for sale 1,981 1,981 — —
OREO 14,363 — — 14,363
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The following table provides information describing the unobservable inputs used in Level 3 fair value measurements at September 30, 2015 and
December 31, 2014 (dollarsin thousands):

As of September 30, 2015

Financial Instrument

Net Carrying Value

Valuation Technique

Unobservable | nput

Range of Inputs

Impaired loans

OREO

$ 28,752

$ 8,142

1) Non-Collateral
Dependent: Discounted
cash flow analysis

2) Collateral Dependent:
Third party appraisal

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.

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

As of December 31, 2014

1) a) 0% — 64%
b) 100%
c) 4% — 9%
2) 0% — 95%

0% — 40%

Financial Instrument

Impaired loans

OREO

Net Carrying Value

Valuation Technique

Unobservable | nput

Range of Inputs

$ 22,635

$ 14,363

1) Non-Collateral
Dependent: Discounted
cash flow analysis

2) Collateral Dependent:
Third party appraisal

Third party appraisal
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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.

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

1) a) 0% — 73%
b) 35% — 100%
c) 3% — 8%

2) 0% — 83%

0% — 40%
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Fair Value of Financial | nstruments

Thefollowing table includes the estimated fair value of the Company’s financial assets and financial liabilities (dollarsin thousands). The

methodol ogies for estimating the fair value of financial assets and financial liabilities measured on arecurring 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 val uation methodol ogies. However, considerable
judgment isrequired to interpret market datain 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 amaterial effect on the estimated fair value amounts at September 30, 2015 and December 31, 2014.

September 30, 2015 December 31, 2014
Carrying Fair Carrying Fair
Value Value Value Value
Cash and due from banks $ 118,456 $ 118,456 $ 203,956 $ 203,956
Investment securities available-for-sale 517,669 517,669 444,883 444,883
Investment securities held-to-maturity 81,825 85,223 82,903 86,460
Loans held for sale 1,026 1,053 1,981 2,035
Loans held for investment, net 2,827,349 2,897,729 2,384,377 2,443,694
FDIC loss share receivable 18,838 18,838 34,464 34,464
Bank owned lifeinsurance (“BOLI") 84,355 84,355 62,424 62,424
FHLBA stock 12,283 12,283 6,429 6,429
Deposits 3,135,255 3,113,723 2,836,026 2,808,630
Other borrowings 215,095 216,195 78,905 80,047

Cash and Due From Banks

The carrying amount approximates fair value for these instruments.

Investment Securities

Thefair value of investment securities are generally determined using widely accepted val uation techniques including matrix pricing and broker-quote-
based applications.

LoansHeld 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 |oans originated
for saleto qualified third parties. Fair value is based upon the contractual price to be received from these third parties, which may be different than cost.

LoansHeld for Investment

Fair values are estimated for portfolios of loans with similar financial characteristicsif collateral-dependent. Loans are segregated by type. The fair value
of performing loansis calculated by 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 risksinherent 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.
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Fair value for significant non-performing loansis generally based upon recent external appraisals. If appraisals are not available, estimated cash flows are
discounted using arate 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 |oans 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.

FDIC L oss Share Receivable

Thefair value of the FDIC loss share receivable is estimated using projected cash flows related to the loss sharing agreements based on the expected
reimbursements for |osses and the applicable loss sharing percentages. The cash flows are discounted to reflect the uncertainty of the time of receipt of
the loss-sharing reimbursements from the FDIC. The carrying amount of the FDIC loss share receivable approximates fair value.

BOLI

The carrying amount approximates fair value for these instruments.

FHLBA Stock

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

Deposits

Thefair 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

Thefair 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-bal ance sheets commitments and contingencies, carrying amounts are reasonable estimates of the fair valuesfor 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’sfinancial position.
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10. Other noninterest expense

Other noninterest expense for the three months and nine months ended September 30, 2015 and 2014 included the following (dollars in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,

2015 2014 2015 2014
Technology and data processing $ 2743 $ 2687 $ 8,650 $ 6,606
Legal and professional services 1,177 1,759 3,958 3,847
Printing, posage and supplies 450 433 1,201 1,201
Advertising 614 569 1,440 1,121
FDIC deposit insurance expense 662 687 1,881 1,896
Clawback (income) expense 271 632 (747) 2,338
Other 1,459 1,564 3,934 4,180
Total other noninterest expense $ 7376 $ 8331 $20,317 $21,189

11. Accumulated Other Comprehensive Income (AOCI)

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 nine month periods ending September 30, 2015 and September 30, 2014, respectively (dollarsin thousands):

Three Months Ended
September 30, 2015 September 30, 2014
Before -Tax Net-of-Tax Before -Tax Net-of-Tax
Amount Tax Amount Amount Tax Amount
AOQCI, beginning balance $ 2321 $ (834) $ 1487 % 5134 $(1,756) $ 3,378
Unrealized gains/ (losses) on securities:

Net unrealized gains/ (losses) arising during the period 3,639 (1,237) 2,402 (1,295) 440 (855)
Less: reclassification adjustment for gainsincluded in net

income (136) 46 (90) (132) 45 (87)
Amortization of unrealized gains on investment securities

transferred from available-for-sale to hel d-to-maturity (38) 13 (25) (41) 14 (27)

AOQCI, ending balance $ 578 $(2012) $ 3714 $ 3666 $(1257) $ 2409
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Nine Months Ended

September 30, 2015 September 30, 2014
Before-Tax Net-of-Tax Before-Tax Net-of-Tax
Amount Tax Amount Amount Tax Amount
AOCI, beginning balance $ 391 $1391) $ 2570 $ 1094 $ (384) 3 710
Unrealized gains/ (losses) on securities:

Net unrealized gains/ (losses) arising during the period 2,081 (708) 1,373 2,939 (998) 1,941
Less: reclassification adjustment for gainsincluded in net

income (136) 46 (90) (211) 72 (139)
Amortization of unrealized gains on investment securities

transferred from available-for-sale to hel d-to-maturity (120) 41 (79) (156) 53 (103)

AOQCI, ending balance $ 5786 $(012) $ 3774 $ 3666 $(1257) $ 2409

Reclassifications out of AOCI consisted of the following (dollarsin thousands)::

Three Months

Ended Affected lineitem in the
September 30 Consolidated Financial
Details about components of AOCI 2015 2014 Statements
Realized gains on AFS securities: $(136) $(132) Securitiesgains
46 45 Income tax expense
$ (90 $ (87)
Amortization of unrealized gains on investment securities transferred from available-for-sale
to held-to-maturity: $ (3) $ (4)  |nvestment securities held-to-
maturity
13 14  Incometax expense
$ (25 3% (27
Nine Months
Ended Affected lineitemin the
September 30 Consolidated Financial
Details about components of AOCI 2015 2014 Statements
Realized gains on AFS securities: $(136) $(211) Securitiesgains
46 72 Income tax expense

$ (90) $(139)
Amortization of unrealized gains on investment securities transferred from available-for-sale

to held-to-maturity: $(120) $(156)  Investment securities held-to-
maturity
1 53 Income tax expense

$ (79 $(109)

12. Income Taxes

For the three months ended September 30, 2015 and 2014, income tax expense (benefit) was $4,355 and $(1,050) representing effective tax rates of 35.6%
and (36.6)%, respectively. For the nine months ended September 30, 2015 and 2014, income tax expense (benefit) was $9,013 and $(657), representing
effective tax rates of 32.3%
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and (15.4)%, respectively. The higher effective tax rates for the three months and nine months ended September 30, 2015, compared to the three months
and nine months ended September 30, 2014, 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 dueto
favorable permanent tax items such asincome from nontaxable loans and investments and tax exempt income on Bank owned life insurance. The
Company calculated provision for income taxes for the three and nine months ended September 30, 2015 by applying the estimated annual effective tax
rate to year-to-date pretax income, and cal culated provision for income taxes for the three and nine months ended September 30, 2014 by using the actual
effective tax rate.

13. Subsequent Events

Management has evaluated the effects of subsequent events through December 2, 2015 and has determined that the following events require disclosure:

CertusBank

On October 9, 2015, the Company successfully completed the acquisition of certain loans and deposits related to fourteen Certus Bank branches
throughout Georgia and Florida. The purchase included $575.2 million in deposits and $181.2 million in loans. The Company is currently in the process of
cal culating purchase accounting adjustments associated with this acquisition.

Acquisition by Bank of the Ozarks, Inc.

On October 19, 2015, the Company entered into a definitive merger agreement with Bank of the Ozarks, Inc. (“OZRK"). The Company and OZRK jointly
announced the signing of a definitive agreement and plan of merger (“ Agreement”) whereby OZRK will acquire the Company and its wholly owned bank
subsidiary, Community & Southern Bank (“CSB"), in an all-stock transaction valued at approximately $799.6 million, or approximately $20.50 per fully
diluted Company share, subject to potential adjustments as described in the Agreement.

Under the terms of the agreement, which has been approved by the boards of directors of both companies, each holder of outstanding shares of common
stock of the Company will receive shares of common stock of OZRK. The number of OZRK sharesto be issued will be 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, subject to a minimum and
maximum price of $34.10 and $56.84, respectively.

Upon the closing of the transaction, the Company will merge into OZRK and CSB will merge into OZRK’s wholly-owned bank subsidiary, Bank of the
Ozarks. Completion of the transaction is subject to certain closing conditions, including customary regulatory and shareholder approvals. The
transaction is expected to close during thefirst quarter of 2016.

Legal Contingencies

C& S Bank recorded alitigation loss of $1.0 million in December of 2015 related to an acquired loan participation. In thislegal matter, participant bank on a
defaulted loan filed suit against C& S Bank for full 1oan recovery liquidation proceeds based on a negotiated contract with C& S Bank’s predecessor in
interest. The judgment against C& S Bank was upheld on appeal; C& S Bank continues to evaluate the merits of additional appeal. Amounts paid to
satisfy the judgment, to the extent the matter is not appealed, will be offset by proceeds from disposition of underlying collateral aswell aswith any
amounts collected as aresult of final judgment obtained by C& S Bank against underlying borrowers and guarantors on the subject loan.
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Exhibit 99.4
UNAUDITED PRO FORMA COMBINED CONSOLIDATED FINANCIAL INFORMATION

On October 19, 2015, Bank of the Ozarks, Inc. (“ Ozarks’) and its wholly-owned bank subsidiary, Bank of the Ozarks, entered into a definitive
agreement and plan of merger (the “ merger agreement”) with Community & Southern Holdings, Inc. (“C&S”) and its wholly-owned bank subsidiary,
Community & Southern Bank (“C& S Bank”). The merger agreement provides that, upon the terms and subject to the conditions set forth therein, (i) C&S
will merge with and into Ozarks, with Ozarks continuing as the surviving corporation (the “merger”), and (ii) C& S Bank will merge with and into Bank of
the Ozarks, with Bank of the Ozarks continuing as the surviving bank. The merger is expected to be completed late in the first quarter of 2016 or in the
second quarter of 2016, subject to approvals by C& S stockholders and Ozarks shareholders, respectively, receipt of required regul atory and other
approvals and satisfaction of closing conditions.

Subject to the terms and conditions of the merger agreement, at the effective time of the merger, each share of issued and outstanding C& S
common stock and each outstanding C& S stock option, warrant, restricted stock unit and deferred stock unit will be converted into the right to receive
shares of Ozarks common stock (plus cash in lieu of any fractional shares) based on the aggregate purchase price of $799,595,013, or approximately
$20.50 per fully diluted C& S share, subject to certain purchase price adjustments set forth in the merger agreement. The number of shares of Ozarks
common stock to be delivered at closing in satisfaction of the purchase price will be based on a floating exchange ratio based upon the volume weighted



average price of Ozarks common stock for the fifteen trading days ending on the second business day prior to closing (the “ Ozarks average stock
price"), subject to aminimum and maximum price of $34.10 and $56.84, respectively.

The following unaudited pro formacombined consolidated financial information is based on the historical financial data of Ozarks and C& S, and
has been prepared to illustrate the effects of the proposed C& S merger. The unaudited pro forma combined consolidated financial information and
explanatory notes are based upon the assumptionsthat (i) C& S' closing consolidated net book valueis at least $437 million on the determination date,
(ii) the total number of shares of C& S common stock outstanding immediately prior to the effective time of the merger will be 36,949,266, (iii) immediately
prior to the effective time of the merger there will be 169,300 outstanding C& S restricted stock units, 30,926 outstanding C& S deferred stock units,
3,450,818 outstanding C& S stock options with aweighted average exercise price of $10.37 per share, and 285,970 outstanding C& S warrants with an
exercise price of $10.00 per share, and (iv) the Ozarks average stock price is $53.75 (which was the closing price of Ozarks common stock on December 2,
2015).

The following unaudited pro forma combined consolidated financial statements have been prepared using the acquisition method of accounting,
giving effect to Ozarks' completed acquisitions of Summit Bancorp, Inc. (“ Summit”), which closed on May 16, 2014, and Intervest Bancshares
Corporation (“Intervest”), which closed on February 10, 2015, and the proposed acquisition of C& S, including pro forma assumptions and adjustments
related to the Summit and Intervest acquisitions and the proposed acquisition of C& S, as described in the accompanying notes to the unaudited pro
forma combined consolidated financial statements. The unaudited pro forma combined consolidated financial statements and related pro forma
adjustments for C& S have been adjusted to give effect to C& S’ acquisition of certain branches, cash, deposits and |oans from CertusBank, N.A.
(“CertusBank”), which acquisition closed on October 9, 2015. All other acquisitions made by C& S during 2014 and the first nine months of 2015 do not
have amaterial impact, either individually or in the agaregate, on the unaudited pro forma



combined consolidated financial statements. The unaudited pro forma combined consolidated balance sheet combines the historical financial information
of Ozarks and C& S (including the effects of the CertusBank acquisition) as of September 30, 2015, and assumes that the C& S merger was completed on
that date. This balance sheet includes the assets and liabilities of Summit and Intervest in Ozarks' historical information because these acquisitions
closed on May 16, 2014 and February 10, 2015, respectively. The unaudited pro forma combined consolidated statements of income for the nine months
ended September 30, 2015 and the twelve months ended December 31, 2014 give effect to the Summit, Intervest and C& S acquisitions (including the
effects of the CertusBank acquisition) asif all of these transactions (including the CertusBank acquisition) had been completed on January 1, 2014.

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 rel ated adjustments require management to make certain assumptions and estimates. The
unaudited pro forma combined consolidated financial statements should be read together with:

* theaccompanying notes to the unaudited pro forma combined consolidated financial statements;

*  Ozarks separate audited historical consolidated financial statements and accompanying notes as of and for the year ended December 31,
2014, included in Ozarks Annual Report on Form 10-K for the year ended December 31, 2014, incorporated by reference herein and C& S
separate audited historical consolidated financial statements and accompanying notes as of and for the years ended December 31, 2014 and
2013, included in Exhibits 99.1 and 99.2 of Ozarks' Current Report on Form 8-K filed on the date hereof; and

*  Ozarks separate unaudited historical consolidated financial statements and accompanying notes as of and for the nine months ended
September 30, 2015 included in Ozarks' Quarterly Report on Form 10-Q for the quarter ended September 30, 2015, incorporated by reference
herein, and C& S' separate unaudited historical consolidated financial statements and accompanying notes as of and for the nine months
ended September 30, 2015, included in Exhibit 99.3 of Ozarks Current Report on Form 8-K filed on the date hereof.



Unaudited Pro Forma Combined Consolidated Balance Sheet
Asof September 30, 2015

CertusBank C&S
Ozarks C&S Pro forma Pro forma
Historical Historical Adjustments(®) Adjustments
(Dollarsin thousands)
Assets
Cash and due from banks $ 279,111 $ 118,456 $ 373,571 $ —
Federal funds sold and interest earning assets 2,513 — —

Cash and cash equivalents 281,624 118,456 373,571 —
Investment securities 796,373 599,494 — 3,397
Non-purchased loans and |eases 5,447,278 2,351,609 — (2,351,609)
Purchased loans 1,959,502 522,279 161,462 2,351,609

(90,153)
Allowance for loan and lease losses (59,017) (45,513) — 45,513

Net loans 7,347,763 2,828,375 161,462 (44,640)
Premises and equipment, net 296,433 59,523 22,975 (15,008)
Foreclosed assets 24,397 8,142 — (2,499)
Accrued interest receivable 28,095 8,951 — —
Bank owned life insurance 283,016 84,355 — —
Goodwill 128,132 33,187 11,460 (44,647)

437,236

Other intangible assets, net 28,624 9,037 6,580 (15,617)

41,905

Current and deferred income taxes 83,611 67,642 — 21,082

Other, net 31,148 42,374 446 (1,700)

Total assets $9,329,216 $3,859,536 $ 576,494 $ 379,509
Liabilities and Stockholders’ Equity

Deposits:

Demand non-interest bearing $1,413,892 $ 439,316 $ 66,438 $ —

Savings and interest bearing transaction 4,010,103 1,232,638 352,329 —

Time 2,182,795 1,463,301 157,320 13,700

Total deposits 7,606,790 3,135,255 576,087 13,700
Repurchase agreements 80,040 — — —
Other borrowings 161,861 215,095 — 2,623
Subordinated debentures 117,544 — — —
Accrued interest payable and other liabilities 45,307 52,310 407 20,467

Total liabilities 8,011,542 3,402,660 576,494 36,790
Stockholders’ equity:

Common stock 883 369 — 149

(369)
Additional paid-in capital 633,941 374,362 — 799,446
(374,362)

Retained earnings 667,972 78,371 — (78,371)

Accumulated other comprehensive income 11,721 3,774 — (3,774)

Total stockholders' equity before noncontrolling interest 1,314,517 456,876 — 342,719

Noncontrolling interest 3,157 — — —

Total stockholders' equity 1,317,674 456,876 — 342,719

Total liabilities and stockholders' equity $9,329,216 $3,859,536 $ 576,494 $ 379,509

(b)
(c)
(c)
(d)
()

Q)
(d)

(9
(9)
(h)
(h)
(i)
@)

(k)

0]
(m)

(a)
(n)
(a)
(n)
(n)
(n)

Proforma
Combined

$ 771,138
2,513
773,651
1,399,264
5,447,278
4,904,699

(59,017)
10,292,960
363,923
30,040
37,046
367,371
565,368

70,529

172,335
72,268

$14,144,755

$ 1,919,646
5,595,070
3,817,116

11,331,832
80,040
379,579
117,544
118,492

12,027,486

1,032
1,433,387

667,972
11,721

2,114,112
3,157

2,117,269
$14,144,755



Interest income:
Loans and leases, including purchased loans
Investment securities
Other

Total interest income
Interest expense:
Deposits
Repurchase agreements
Other borrowings
Subordinated debentures

Total interest expense

Net interest income
Provision for loan and |ease losses

Net interest income after provision

Non-interest income
Service charges on deposit accounts
Mortgage lending income
Trust income
Bank owned life insurance income
Other income from purchased loans
Net gains (losses) on investment securities
Gains (losses) on sales of other assets
Gain on merger and acquisition transaction
Other

Total non-interest income
Non-interest expense:
Salaries and employee benefits
Net occupancy and equipment
Other operating expenses
Total non-interest expenses
Income before taxes
Provision for income taxes
Net income (loss)
Net income attributable to noncontrolling interest
Net income available to common
stockholders

Basic earnings per common share:
Earnings (loss) per share

Weighted average shares outstanding (thousands)

Diluted earnings per common share:
Earnings (loss) per share

Weighted average shares outstanding (thousands)

Unaudited Pro Forma Combined Consolidated | ncome Statement
For the Nine Months Ended September 30, 2015

Ozarks
and
Intervest Intervest C&S
Ozarks Intervest Pro forma Pro forma C&S Pro forma Pro forma
Historical Historical() Adjustments Combined Historical Adjustments Combined
(Dollars in thousands, except per share data)
$ 271,634 $ 6,324 $ 890 (3) $ 278,848 $ 107,206 $ 20,113 (o) $ 406,167
23,373 221 — 23,594 9,874 — 33,468
35 1 — 36 254 699 (p) 989
295,042 6,546 890 302,478 117,334 20,812 440,624
12,088 2,022 (1,022) (4) 13,088 11,634 (57) (q) 24,665
56 — — 56 — — 56
4,605 — — 4,605 1,237 (843) (r) 4,999
2,660 178 63 (5) 2,901 — — 2,901
19,409 2,200 (959) 20,650 12,871 (900) 32,621
275,633 4,346 1,849 281,828 104,463 21,712 408,003
14,205 — — 14,205 11,406 — 25,611
261,428 4,346 1,849 267,623 93,057 21,712 382,392
21,140 15 — 21,155 8,648 — 29,803
5,104 88 — 5,192 3,158 — 8,350
4,395 — — 4,395 — — 4,395
7,672 — — 7,672 1,931 — 9,603
21,335 — — 21,335 — — 21,335
2,619 (395) — 2,224 — — 2,224
7,290 — — 7,290 136 — 7,426
4,920 318 — 5,238 2,308 — 7,546
74,475 26 — 74,501 16,181 — 90,682
66,450 2,836 — 69,286 37,612 — 106,898
22,711 360 — 23,071 8,999 — 32,070
50,175 2,854 110 (6) 53,139 34,704 4,490 (s) 92,333
139,336 6,050 110 145,496 81,315 4,490 231,301
196,567 (1,678) 1,739 196,628 27,923 17,222 241,774
65,714 (432) 663  (7) 65,945 9,013 6,562  (t) 81,520
130,853 (1,246) 1,076 130,683 18,910 10,660 160,253
(55) — — (55) — — (55)
$ 130,798 $ (1,246) $ 1,076 $ 130,628 $ 18,910 $ 10,660 $ 160,198
$ 1.52 $ 150 $ 0.51 $ 1.57
86,070 87,067 36,949 102,012
$ 1.51 $ 149 $ 0.46 $ 1.56
86,839 87,835 40,892 102,780



Interest income:
Loans and |eases,
including purchased

Unaudited Pro Forma Combined Consolidated I ncome Statement
For the Year Ended December 31, 2014

non-covered loans $ 260,779

Investment securities
Other

Total
interest
income

Interest expense:
Deposits
Repurchase

agreements
Other borrowings
Subordinated

debentures

Total
interest
expense

Net interest
income

Provision for loan and
lease losses

Net interest
income
after
provision

Non-interest income

Service charges on
deposit accounts

Mortgage lending
income

Trust income

Bank owned life
insurance income

Accretion of FDIC
loss share payable,
net of
amortization of
FDIC clawback
payable

Other income from
purchased loans

Net gains (losses) on
investment
securities

Gains (losses) on sales
of other assets

Gain on merger and
acquisition
transaction

Other

Total non-
interest
income

Non-interest expense:
Salaries and employee
benefits
Net occupancy and
equipment
Other operating
expenses
Total non-
interest
expenses

Ozarks,
Summit and
Summit Intervest Intervest C&S
Ozarks Summit Pro forma Intervest Pro forma Pro forma C&S Pro forma Pro forma
Historical Historical(® Adjustments Historical( Adjustments Combined Historical Adjustments Combined
(Dollars in thousands, except per share data)
$ 13,685 $ 3,089 (8) $ 58,327 $ 7,923 (3)$ 343,803 $ 141,958 $ 39,467 (0)$ 525,228
30,614 2,757 — 4,373 — 37,744 13,045 — 50,789
56 76 — 59 — 191 343 934 (p) 1,468
291,449 16,518 3,089 62,759 7,923 381,738 155,346 40,401 577,485
8,566 1,842 (975) (9) 18,369 (9,095) (4) 18,707 13,035 (5,069) (q) 26,673
54 11 — — — 65 — — 65
10,642 3,539 (394) (10) — — 13,787 1,602 (1,124) (r) 14,265
1,693 — — 1,578 560 (5) 3,831 — — 3,831
20,955 5,392 (1,369) 19,947 (8,535) 36,390 14,637 (6,193) 44,834
270,494 11,126 4,458 42,812 16,458 345,348 140,709 46,594 532,651
16,915 — — (2,500) — 14,415 8,954 — 23,369
253,579 11,126 4,458 45,312 16,458 330,933 131,755 46,594 509,282
26,609 1,389 — 385 — 28,383 11,185 — 39,568
5,187 — — — — 5,187 — — 5,187
5,592 151 — — — 5,743 — — 5,743
5,184 332 — — — 5,516 — — 5,516
(611) — — — — (611) — — (611)
14,803 — — — — 14,803 — — 14,803
144 348 — 301 — 793 1,341 — 2,134
6,023 (1) — — — 6,022 — — 6,022
4,667 — — — — 4,667 2,278 — 6,945
17,285 376 — 5,437 — 23,098 7,068 — 30,166
84,883 2,595 — 6,123 — 93,601 21,872 — 115,473
76,884 10,799 — 10,358 — 98,041 46,784 — 144,825
24,102 2,054 (75) (11) 2,134 — 28,215 11,345 — 39,560
65,029 5,040 959 (12) 7,069 976 (6) 79,073 90,305 5,986 (s) 175,364
166,015 17,893 884 19,561 976 205,329 148,434 5,986 359,749




Income
before
taxes

Provision for income
taxes

172,447

53,859

(4,172)

(2,367)

3,574

1,362 (7)

31,874

14,199

15,482 219,205

5899 (7) 72,952

5,193

(1,651)

40,608

15,472 (1)

265,006

86,773

Net income
(loss)
Net income attributable to
noncontrolling interest 18

118,588

(1,805)

2,212

17,675

9,583 146,253

— 18

6,844

25,136

178,233

18

Net income
available
to
common
stockholdefs 118,606

(1,805) $

2,212

$

17,675

9,583 $ 146,271

$

6,844

25,136

$

178,251

Basic earnings per
common share:
Earnings (loss) per
share $ 1.53
Weighted average
shares outstanding
(thousands)
Diluted earnings per
common share:
Earnings (loss) per
share $ 1.52
Weighted average
shares outstanding
(thousands)

77,538

78,060

(0.29)

6,138

(0.29)

6,138

0.80

22,016

0.80

22,231

$ 1.69

86,337

$ 1.68

86,859

0.19

36,949

0.17

40,758

1.76

101,283

1.75

101,805
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Notesto Unaudited Pro Forma Combined Consolidated Financial I nformation
Asof and for the Nine Months Ended September 30, 2015
And for the Year Ended December 31, 2014

This represents the estimated impact of C& S’ acquisition of certain CertusBank branches, cash, loans and deposits on October 9, 2015.

This represents the estimated C& S merger consideration of $799.6 million, consisting of 100% common stock. It is assumed that 14,876,186 shares
of Ozarks $0.01 par value common stock are issued based on the closing price of $53.75 per share which was the closing price of Ozarks common
stock on December 2, 2015, the latest practicable trading day before filing of this proxy statement/prospectus. The following tableis a sensitivity
analysis of the potential merger consideration based on changesin the price of Ozarks common stock for purposes of determining the exchange
ratio for thistransaction.

Changein Average No. shares Approximate
Average Closing Exchange to Transaction
Closing Price Price Ratio be | ssued Value
40% $ 75.25(1) 0.3607(1) 14,067,470(1) $1,058,577,000
30% $ 69.88(1) 0.3607(1) 14,067,470(1) $ 983,035,000
20% $ 64.50(1) 0.3607(1) 14,067,470(2) $ 907,352,000
10% $ 59.13m) 0.3607(1) 14,067,470(2) $ 831,810,000
0% $ 53.75 0.3814 14,876,186 $ 799,595,000
-10% $ 4838 0.4237 16,527,387 $ 799,595,000
-20% $ 43.00 0.4767 18,595,232 $ 799,595,000
-30% $ 37.63 0.5448 21,248,870 $ 799,595,000
-40% $ 32.25(1) 0.6012(1) 23,448,533(1) $ 756,215,000

(1) The C& S merger agreement stipulates a minimum price of $34.10 per share and a maximum price of $56.84 per share to be used for purposes of calculating the
exchange ratio. Accordingly, to the extent the volume-weighted average price of Ozarks common stock exceeds $56.84 per share, the total transaction value will
increase although the aggregate number of shares issued will remain fixed, based on that volume-weighted average price. Conversely, to the extent the volume-
weighted average price of Ozarks common stock is less than $34.10 per share, the total transaction value will decrease although the aggregate number of shares
issued will remain fixed, based on that volume-weighted average price.

This adjustment represents Ozarks' estimate to adjust C& S' held-to-maturity investment securities portfolio to estimated fair value.

This adjustment is to reclassify the non-purchased |oans and | eases to purchased |oans and | eases.

This adjustment represents Ozarks' estimate of the necessary write-down of C& S' loan portfolio and forecl osed assets to estimated fair value. The
estimated purchase accounting adjustment for the acquired loan portfolio is comprised of approximately $65.3 million of non-accretable credit
adjustments, approximately $92.9 million of accretable interest rate adjustments and $68.1 million of reversals of C& S discounts and net deferred
fees. The estimated purchase accounting adjustment of approximately $2.5 million for the acquired foreclosed assets consists entirely of non-
accretable adjustments. Subsequent to the completion of the C& S merger transaction, Ozarkswill finalize its determination of the fair values of the
acquired loans and the acquired foreclosed assets which could significantly change both the amount and the composition of these estimated
purchase accounting adjustments.

This adjustment represents the elimination of C& S’ allowance for |oan losses.

This adjustment represents the estimated fair value adjustment of C& S’ premises and equipment, including the write-down of certain leasehold
improvements. Prior to the completion of the C& S merger transaction, Ozarks will obtain independent third party appraisals of all significant
premises and equipment owned by C& S. Such appraisals could result in further adjustments to the carrying values of the acquired premises and
equipment.
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This adjustment represents the estimated purchase price alocation for C& S, assuming the transaction closed on September 30, 2015, and is
calculated as follows (in thousands):

Total purchase price $ 799,595
Less: equity at book value (456,876)
Elimination of allowance for loan |osses (45,513)
Current and deferred taxes (21,082)
Estimated transaction costs and contract buyouts 20,467
Elimination of previously recorded core deposit intangible 15,617
Elimination of previously recorded goodwill 44,647

Allocated to:
Investment securities— HTM (3,397)
Loans and foreclosed assets 92,652
Premises and equipment 15,008
Core deposit intangible (41,905)
Other assets 1,700
Time deposits 13,700
Other borrowings 2,623
Goodwill $ 437,236

This adjustment represents Ozarks' estimate of the core deposit intangible asset to be recorded, net of the reversal of previously recorded core
deposit intangible. The actual amount of such core deposit intangible asset will be determined at the completion of the C& S merger transaction.
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.

This adjustment represents the write-off of certain other assetsto estimated fair value.

This adjustment represents the estimated write-up of assumed time depositsto reflect a current market rate of interest.

This adjustment represents the estimated write-up of assumed other borrowings to reflect a current market rate of interest.

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 costs and contract buyouts are as follows (in thousands):

Financial advisor fee $ 8,500
Estimated employment contract costs 6,850
Estimated contract termination costs 2,500
Estimated attorneys and accountants fees 1,300
Other transaction costs 1,317

Total costs $20,467

This adjustment represents the elimination of the historical equity of C&S.

Upon completion of the C& S merger transaction, Ozarks will evaluate the acquired loan portfolio to finalize the necessary credit and interest rate
fair value adjustments. This adjustment includes Ozarks' estimate of the expected accretion that would have been recorded in 2014 and the first
nine months of 2015 assuming the C& S merger transaction closed on January 1, 2014 and using a weighted average maturity of approximately 6.5
years. The estimated accretion adjustments are approximately $31.1 million in year 1, approximately $18.5 million in year 2, approximately $12.5
millionin year 3, approximately $8.9 millionin
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year 4, approximately $5.7 million in year 5 and approximately $16.2 million thereafter. Subsequent to the closing of the C& S merger transaction, the
amount and timing of the estimated accretion of this purchase accounting adjustment could be revised significantly. This adjustment also includes
the estimated pro formaimpact of C& S’ acquisition of certain CertusBank |oans on October 9, 2015 that would have been recorded in 2014 and the
first nine months of 2015 assuming the CertusBank transaction closed on January 1, 2014. The increasein interest incomeis estimated to be $8.3
million and $6.2 million in 2014 and the first nine months of 2015, respectively.

This adjustment represents the estimated pro formaimpact of C& S’ acquisition of certain CertusBank cash on October 9, 2015 that would have
been recorded in 2014 and the first nine months of 2015 assuming the CertusBank transaction closed on January 1, 2014. Theincrease in interest
incomeis estimated to be $0.9 million and $0.7 million in 2014 and the first nine months of 2015, respectively.

Upon compl etion of the C& S merger transaction, Ozarks will evaluate the assumed time deposits to finalize the necessary fair value adjustment to
reflect current interest rates for comparable deposits. Thisfair value adjustment will then be accreted into earnings as a reduction of the cost of
such time deposits. This adjustment includes Ozarks' estimate of the expected accretion that would have been recorded in 2014 and the first nine
months of 2015 assuming the C& S merger transaction closed on January 1, 2014 and using a weighted-average maturity of approximately 1.0 years.
The estimated accretion adjustments are approximately $7.7 million in year 1, approximately $2.7 million in year 2, approximately $1.6 million in year
3, approximately $1.2 million in year 4, and approximately $0.5 millionin year 5. Subsequent to the closing of the C& S merger transaction, the
amount and timing of the estimated accretion of this purchase accounting adjustment could be revised significantly. This adjustment also includes
the estimated pro formaimpact of C& S assumption of certain CertusBank deposits on October 9, 2015 that would have been recorded in 2014 and
the first nine months of 2015 assuming the CertusBank transaction closed on January 1, 2014. Theincrease in interest expense is estimated to be
$2.6 million and $2.0 million in 2014 and the first nine months of 2015, respectively.

This adjustment represents the amount of accretion on other borrowings assumed from C& S that would have been recorded in 2014 and the first
nine months of 2015 assuming the transaction closed on January 1, 2014.

This represents the expected amortization during 2014 and the first nine months of 2015 of the core deposit intangible expected to be acquired in
the C& S merger transaction, assuming the transaction closed on January 1, 2014. The estimated useful lives of the acquired intangible asset is
estimated to be seven years.

This represents income tax expense on the pro forma adjustments at Ozarks' statutory federal and state income tax rate of 38.1%.

The historical results of operationsfor Intervest for the period of January 1, 2015 through February 10, 2015 (the date the Intervest merger
transaction closed) areincluded in the unaudited pro forma combined consolidated income statement for the nine months ended September 30,
2015. The historical results of operations for Intervest for the period of January 1, 2014 through December 31, 2014 are included in the unaudited
pro forma combined consolidated income statement for the year ended December 31, 2014.

The historical results of operations for Summit for the period of January 1, 2014 through May 16, 2014 (the date the Summit merger transaction
closed) are included in the unaudited pro forma combined consolidated income statement for the year ended December 31, 2014.

This adjustment represents Ozarks' estimate of the accretion on the acquired loan portfolio of Intervest that would have been recorded during 2014
and the first nine months of 2015 assuming the Intervest merger transaction closed on January 1, 2014.

This adjustment represents Ozarks' estimate of the accretion on the assumed time deposits from Intervest that would have been recorded during
2014 and the first nine months of 2015 assuming the Intervest merger transaction closed on January 1, 2014.

This adjustment represents the estimated amount of amortization on subordinated debentures assumed from Intervest that would have been
recorded in 2014 and the first nine months of 2015 assuming the Intervest merger transaction closed on January 1, 2014.
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This represents the amortization of the core deposit intangible during 2014 and the first nine months of 2015 assuming the Intervest merger
transaction closed on January 1, 2014. The estimated useful life of the acquired intangible assetsis six years.

This represents income tax expense on the pro forma adjustments at Ozarks' statutory federal and state income tax rate of 38.1%.

This adjustment represents Ozarks' estimate of the accretion on the acquired loan portfolio of Summit that would have been recorded during 2014
assuming the Summit merger transaction closed on January 1, 2014.

This adjustment represents Ozarks' estimate of the accretion on the assumed time deposits from Summit that would have been recorded during
2014 assuming the Summit merger transaction closed on January 1, 2014.

This adjustment represents the estimated amount of accretion on Federal Home Loan Bank of Dallas advances assumed from Summit that would
have been recorded in 2014 assuming the Summit merger transaction closed on January 1, 2014.

This adjustment represents the estimated decrease in depreciation and amortization expense that would have been recorded during 2014 assuming
the Summit merger transaction closed on January 1, 2014.

This represents the additional amount of amortization of the core deposit intangible that would have been recorded during 2014 assuming the
Summit merger transaction closed January 1, 2014.
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