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PART I

Item 1. Business
General

Investar Holding Corporation (the “Company§,Louisiana corporation incorporated in 2009, ifnancial holding company headquartered in B
Rouge, Louisiana. In November 2013, the Companylavestar Bank (the “Bank”), a Louisiamd&tartered commercial bank, completed a share ege
with the Bank’s shareholders, resulting in the Béamlkcoming a whollyowned subsidiary of the Company. In July 2014, Gtmenpany completed t
issuance and sale of 3,285,300 shares of its constawk in its initial public offering, which amouiricludes 410,300 shares sold pursuant t
underwriters’exercise of their option to purchase additionakrehdrom the Company, at a public offering price$@#.00 per share. The shares \
offered pursuant to the Company’s Registrationedtant on Form 3: After deducting underwriting commissions anteohg expenses, the Compi
received net proceeds of $41.7 million from the sdlsuch shares.

Through the Bank, we offer a wide range of comna¢dganking products tailored to meet the needsdividuals and small to mediusized business¢
We serve our primary markets of Baton Rouge, Neleddss, Lafayette and Hammond, Louisiana, and tweiounding metropolitan areas from our n
office located in Baton Rouge and from ten adddlofull-service branches located throughout our market. éksaof December 31, 2014, or
consolidated basis, we had total assets of $878lidmmnet loans, excluding loans held for salé$618.2 million, total deposits of $628.1 millioanc
stockholders’ equity of $103.4 million.

We believe that our markets present a significggoadtunity for growth and the expansion of our @faise, both organically and through strat
acquisitions. Although the financial services indyss rapidly changing and intensely competitigad likely to remain so, we believe that Investank
competes effectively as a local community bank.Bkeve that the Bank possesses the consisterlogalfleadership, the availability of local access
responsive customer service, coupled with competitipriced products and services, necessary to suctlgssbmpete with other financial institutic
for individual and small to medium-sized businesstomers.

The information set forth in this Annual Reportleorm 10-K is as of March 31, 2015, unless othenwidéecated herein.

Operations

General. We offer a full range of commercial and retaitding products throughout our market areas, imetpudusiness loans to small to medisirec
businesses as well as loans to individuals. Osinless lending products include owmecupied commercial real estate loans, construdtans an
commercial and industrial loans, such as term loagsipment financing and lines of credit, whiler doans to individuals include first and sec
mortgage loans, installment loans, auto loans e lof credit. For business customers, we tdrgsinesses with $10 million in annual revenue st
but do not focus on any particular industry. Weodhrget professional organizations such as llamsfiaccounting firms and medical practices.

Management considers all of our operations to lyFemgted in one reportable operating segment, eocor@dingly no separate segment disclosure
presented in this report. Please refer to ourteddconsolidated financial statements and the ntteeeto in Item 8, Financial Statements
Supplementary Data, for information with respeabtio revenues from external customers, profit s land total assets for the last three years héteite
nor the Bank have any foreign operations.

Lending Activities. Income generated by our lending activities repnés a substantial portion of our total reverioer: the years ended December
2014, 2013 and 2012, income from our lending aivicomprised 84%, 80% and 79%, respectivelyuotatal revenue.

Lending to Businesst. Our lending to small to medium-sized busine$aksinto three general categories:

« Commercial real estate loansApproximately 39% of our total loans at DecemBg&r 2014 were commercial real estate loans, whictude
multifamily, farmland and nonfarm, nonresidentiek estate loans, with owneccupied loans comprising approximately 49% ofdbemercie
real estate loan portfolio. Commercial real estass terms generally are ten years or less, altnguayments may be structured on a lo
amortization basis. Interest rates may be fixeddjustable, although rates typically will not beefil for a period exceeding 120 months, an
generally charge an origination fee. We do notrafilen+ecourse loans. Risks associated with commercilestate loans include, among o
things, fluctuations in the value of real esta&wrjob creation trends, tenant vacancy rates amdjtiality of the borrowes’ management. V
attempt to limit risk by analyzing a borrowgrtash flow and collateral value on an ongoingshadiso, we typically require personal guaran
from the principal owners of the property, suppoig a review of their personal financial stateragat an additional means of mitigating
risk.




« Construction and development loe. Construction and development loans, which cordisvans for the construction of commercial pris
single family residential properties and multifayniiroperties, accounted for approximately 11% of total loans at December 31, 2014.
construction and development loans are made on ddphe-sold” basis and on a “speculativesis. Construction and development loan:
generally made with a term of 6 to 12 months, witerest accruing at either a fixed or floatingerahd paid monthly. These loans are secur
the underlying project being built. For constrantioans, loan to value ratios range from 75% t% &3 the developed/completed value, w
for development loans our loan to value ratiosdgfly will not exceed 70% to 75% of such value. &pative loans are based on the borrower’
financial strength and cash flow position, and vgbdrse funds in installments based on the pergerdécompletion and only after the pro
has been inspected by an experienced construetiaiet or thir-party inspector

Construction lending entails significant additiomaks compared to commercial real estate or resiereal estate lending. One such risk is tbat
funds are advanced upon the security of the prgpeder construction, which is of uncertain valuempto the completion of construction. Thus, it®re
difficult to evaluate accurately the total loan disrrequired to complete a project and to calculeleted loan-toralue ratios. We attempt to minimize
risks associated with construction lending by lingt loan-tovalue ratios as described above. In addition, aspeculative development loans,
generally make such loans only to borrowers thaé lzapositive pre-existing relationship with us.

« Commercial and industrial loar. Commercial and industrial loans primarily consitvorking capital lines of credit and equipmenars. W
often make commercial loans to borrowers with wheenhave previously made a commercial real estate. [bhe terms of these loans van
purpose and by type of underlying collateral. Wakenequipment loans for a term of five years os lsfixed or variable rates, with the |
fully amortized over the term and secured by tHevent piece of equipment. Loans to support warkaapital typically have terms r
exceeding one year, and such loans are securedcoyrgs receivable or inventory. Fixed rate loaresmiced based on collateral, term
amortization. The interest rate for floating ratearis is typically tied to the prime rate publistredhe Wall Street Journalith a floor of 4.5%
Commercial loans accounted for approximately 9%uoftotal loans at December 31, 20

Commercial lending generally involves differentkdsfrom those associated with commercial real estding or construction lending. Althot
commercial loans may be collateralized by equipneemtther business assets (including real esfaaeailable as collateral), the repayment of thgpes
of loans depends primarily on the creditworthinasd projected cash flow of the borrower (and argrautors). Thus, the general business conditic
the local economy and the borrowgesdbility to sell its products and services, thgrgbnerating sufficient operating revenue to repsyinder the agre
upon terms and conditions, are the chief consiterstwhen assessing the risk of a commercial |Gdre liquidation of collateral is considere
secondary source of repayment because equipmerdthedbusiness assets may, among other thingshdmete or of limited resale value. We acti
monitor certain financial measures of the borrowecjuding advance rate, cash flow, collateral eaand other appropriate credit factors. We
commercial loan credit scoring models for smaksel commercial loans.

Lending to Individual. We make the following types of loans to our vidiial customers:

« Consumer loans Consumer loans represented 18% of our totakl@arDecember 31, 2014. We make these loans (valnecimormally fixed-
rate loans) to individuals for a variety of perdpfiamily and household purposes, including autnky secured and unsecured installmen
term loans, second mortgages, home equity loanshane equity lines of credit. Because many consuosns are secured by deprecii
assets such as cars, boats and trailers, the éwaremortized over the useful life of the assee @mortization of second mortgages gene
does not exceed 15 years and the rates generallyoafixed for more than 60 months. As a geneiaten, in underwriting these loans, our |
officers review a borrowes’ past credit history, past income level, debthysand, when applicable, cash flow, and deterrtieeimpact of a
these factors on the ability of the borrower to enilkkure payments as agreed. A comparison of thee\a the collateral, if any, to the propo
loan amount, is also a consideration in the undéngrprocess. Repayment of consumer loans depepads the borrowes financial stabilit
and is more likely to be adversely affected by dieo job loss, illness and personal hardships thpayment of other loans. A shortfall in
value of any collateral also may pose a risk of kmsus for these types of loa

Auto loans comprised the largest component of onsamer loans and third largest component of oaradvioan portfolio, representing 92% of our t
consumer loans and 17% of our total loans as oE@éer 31, 2014. We are an indirect lender for atw fvans, meaning that the loan is originatedt
automobile dealership and then assigned to us €eTtheslerships are selected based on our reviehenfdperating history and the dealershipputatio
in the marketplace, which we believe helps to ratégthe risks of fraud or negligence by the dehiprdt all times, the decision whether or not toypde
financing resides with us. Our loan officers arpexted to regularly contact and visit dealers,ormdy to maximize the volume of loans each dealp
assigns to us, but also to update the dealers albiodinancing capabilities and underwriting crigefor auto loans.
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We focus on making prime auto loans. In underwgitito loans, the borrowsrFICO is the chief factor that we focus on. Atseher factors positive
impacting our analysis of a borrowertreditworthiness or the credit risk of the praggboan, we generally do not make auto loans tookars with i
FICO below 650. We believe that limiting our algans to only borrowers with a high FICO limits deinding risk. Our approval process for indiredio
loans is automated. A dealer submits a loan agpitdo us over the internet and, after reviewing &pplication, we send our approval (or rejectinf
the application, together with the amount of fuigdand any conditions to funding, to the dealertedeically. All of our indirect auto loans are mi
through dealerships located in Louisiana and Méggs, although some of these borrowers residedrihave since moved to, other states.

« Residential real estat. One-to-four family residential real estate loans, inclugsecond mortgage loans, comprised approximatety @Roul
total loans at December 31, 2014. Second mortlgsges in this category include only loans we makedver the gap between the purcl
price of a residence and the amount of the firsttgage; all other second mortgage loans are carsldeonsumer loans. Lorgrm fixed rat
mortgages are underwritten for resale to the semgnoharket; however, we generally hold jumbo mayegédoans (i.e., loan amounts ab
$417,000) in our portfolio and sell virtually alf our remaining mortgage loans on the secondarnketatnless the borrower has priv
mortgage insurance, loan to value ratios do ndt#jily exceed 80%, although some of the mortgagedahat we retain in our portfolio n
have higher loan to value ratios. We use an inuidgrat appraiser to establish collateral values. g&feerate residential real estate mort
loans through Bank referrals and contacts with estdte agents in our markets. We do not origisiat@rime residential real estate loar

Deposits.We offer a broad base of deposit products and sesvio our individual and business clients, ineigdsavings, checking, money market
NOW accounts, debit cards and mobile banking witlarsphone deposit capability as well as a variétgestificates of deposit and individual retiren
accounts. For our business clients, we offer apatitive suite of cash management products whicludte, but are not limited to, remote deposit cag;
electronic statements, positive pay, ACH originaigmd wire transfer, investment sweep accountseahdnced business internet banking.

Other Banking Serviceslnvestar Bank’s other banking services include ieshchecks, direct deposit of payroll and Social Ségurhecks, nigt
depository, bank-bynail, automated teller machines with deposit aut@naand debit cards. We have also associated matfonwide networks
automated teller machines, enabling the Bamkistomers to use ATMs throughout Louisiana ahdrategions. Currently, we reimburse our custorng
to $12.50 per month for any foreign ATM fees thegynincur. We offer credit card and merchant camdises through a correspondent bank, how:
before the end of 2015, we expect to launch our oredit card product rather than use a correspdrizirk. The Bank does not offer trust service
insurance products.

Acquisition Activity

General. To complement our organic growth strategy, frametto time, we evaluate potential acquisition appdties. We believe there are m
banking institutions that continue to face credialtenges, capital constraints and liquidity issard that lack the scale and management expeo
manage the increasing regulatory burden. Our naameagt team has a long history of identifying tesgetssessing and pricing risk and execi
acquisitions in a creative, yet disciplined, mannéfe seek acquisitions that provide meaningfuriicial benefits, longerm organic growth opportuniti
and expense reductions, without compromising @l profile. Additionally, we seek banking markefish favorable competitive dynamics and potel
consolidation opportunities. All of our acquisiti@ctivity is evaluated and overseen by a stantegger and Acquisition Committee of our boart
directors.

Acquisition of South Louisiana Business Bar. On October 1, 2011, the Bank completed its adiprisof South Louisiana Business Bank (“SLBBg),
Louisianaehartered commercial bank with one location in fiwdille, Louisiana. The Bank acquired all of thetstanding common stock of the forr
SLBB shareholders for a total consideration of agjmately $14.7 million in the form of 1,069,065asks of Bank common stock. Including the effe:
purchase accounting adjustments, the Bank acqaisedts with a fair value of $50.9 million, inclugliipans with a fair value of $31.5 million, &
assumed $38.6 million in deposits. The fair valfiaet assets acquired including identifiable infalegassets was approximately $12.0 million. Godk
of approximately $2.7 million was recognized on doguisition date.

Acquisition of First Community Bank. On May 1, 2013, the Bank completed its acquisitid First Community Bank (“FCB”"), a Louisiarcrartere
commercial bank headquartered in Hammond, Louisigitta one branch in Mandeville, Louisiana. The Batquired all of the outstanding comn
stock of the former FCB shareholders for a totahsiberation of approximately $4.5 million in therdo of 320,774 shares of Bank comr
stock. Including the effect of purchase accounéidmistments, the Bank acquired assets with a&hire of $99.2 million, including loans with a faialue
of $77.5 million, assumed $86.5 million in depositsl recognized a $0.9 million bargain purchase.gai




Competition

We face competition in all major product and gepbie areas in which we conduct our operations. Uigihothe Bank, we compete for available loans
deposits with state, regional and national banksyell as savings and loan associations, credinsnifinance companies, mortgage companies, inse
companies, brokerage firms and investment compaAiof these institutions compete in the delivesfy services and products through availab
quality and pricing, both with respect to interetes on loans and deposits and fees charged ri@mgpservices. Many of our competitors are lai@ea
have substantially greater resources than we dtudimg higher total assets and capitalizationagmeaccess to capital markets and a broader rodfed
financial services. As larger institutions, manyoofr competitors can offer more attractive pricthgn we can offer and have more extensive bi
networks from which they can offer their financsakrvices products.

While we continually strive to offer competitiveiging for our banking products, we believe that oommunity bank approach to customers, focusir
quality customer service and maintaining strongarasr relationships affords us the best opportutaitguccessfully compete with other institutiont
addition, as a smaller institution, we think we denflexible in developing and implementing newdurats and services, especially in the online bay
area. Further, in recent years there has been lgdatsan activity involving banks with a presencedur markets. In our view, mergers and other lass
combinations within our markets provide us withwgtilo opportunities. Many acquisitions, especiallyawHocal institutions are acquired by instituti
based outside our markets, result not only in enstadisruption but also in a loss of market knogke@nd relationships that we believe provide u
opportunity to acquire customers seeking a per&mthlapproach to banking. Furthermore, acquisidotivity typically creates opportunities to f
talented personnel from the combining institutions.

The following table sets forth certain informatiahout total deposits and our market share. Theuatraf total deposits in our markets is as of J80,
2014, which is the latest date for which such imfation is available.

Market (MSA) Total Deposits Investar Market Share
(in millions)
Baton Rouge $ 389 2.1%
New Orlean: 79 0.2%
Hammonc 53 3.2%
Lafayette 57 0.5%

Supervision and Regulation

General.Banking is highly regulated under federal and diate We are a financial holding company registareder the Bank Holding Company Ac!
1956, as amended, and are subject to supervigiganlation and examination by the Federal Resemv@star Bank is a commercial bank chartered t
the laws of the State of Louisiana. The Bank isasnotember of the Federal Reserve system and isciubjsupervision, regulation and examinationhe
Louisiana Office of Financial Institutions, or ORInd the Federal Deposit Insurance CorporatiorsRIC. This system of supervision and regula
establishes a comprehensive framework for our ¢ipasaand, consequently, can have a material imgraour growth and earnings performance.

The primary goals of the bank regulatory schemeamaaintain a safe and sound banking system afattiitate the conduct of sound monetary po
This system is intended primarily for the protextaf the FDICS deposit insurance funds, bank depositors anduhlic, rather than our shareholders
creditors. The banking agencies have broad enfaoepower over bank holding companies and bank#iding the authority, among other things
enjoin “unsafe or unsoundiractices, require affirmative action to correcy asiolation or practice, issue administrative oslénat can be judicial
enforced, direct increases in capital, direct thle sf subsidiaries or other assets, limit divideadd distributions, restrict growth, assess chohetar
penalties, remove officers and directors, and, wegpect to banks, terminate deposit insurancdagephe bank into conservatorship or receiverdn
general, these enforcement actions may be initfatedolations of laws and regulations or unsafeiesound practices.

The Dodd-Frank Act.The DoddFrank Act, enacted on July 21, 2010, aims to restesponsibility and accountability to the finahcgstem b
significantly altering the regulation of financimistitutions and the financial services industryll kmplementation of the DodBrank Act will requir
many new rules to be issued by federal regulatgsneies over the next several years, which wilfqarndly affect how financial institutions will |
regulated in the future. The ultimate effect of Bedd+rank Act and its implementing regulations on timarficial services industry in general, and o
in particular, is uncertain at this time.

The Dodd-Frank Act, among other things:

- established the Consumer Financial Protection Byrea independent organization within the FedeeddRve with centralized responsibility
promulgating and enforcing federal consumer praiadaws applicable to all entities offering congrmfinancial products or service
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« established the Financial Stability Oversight Calitasked with the authority to identify and mamiinstitutions and systems that pose a sysl
risk to the financial systen

« changed the assessment base for federal depasgiamee from the amount of insured deposits helthbydepository institution to the institutien’
average total consolidated assets less tangiblgyg

« increased the minimum reserve ratio for the Depositrance Fund from 1.15% to 1.35%;
« permanently increased the deposit insurance coeenagunt from $100,000 to $250,000;

» required the FDIC to make its capital requiremédotsnsured depository institutions countercyclicgd that capital requirements increase in t
of economic expansion and decrease in times ofagomncontraction

« required bank holding companies and banks to bd tapitalized” and “well managedh order to acquire banks located outside of theine stat
and requires any bank holding company electingettrdmated as a financial holding company t¢well capitalize’” and“well manage”;

- directed the Federal Reserve to establish integehdees for debit cards under a restrictive “reabtenand proportional cosper transactic
standard

« limited the ability of banking organizations to sigor or invest in private equity and hedge fundstarengage in proprietary trading;

« increased regulation of consumer protections reéggrchortgage originations, including originator q@ensation, minimum repayment stand
and prepayment consideratic

« restricted the preemption of select state lawseolerfal banking law applicable to national banks diedllow subsidiaries and affiliates of natic
banks from availing themselves of such preemp

« authorized national and state banks to establisiode branches in any state that would permit & lchiartered in that state to open a branch a
location; anc

« repealed the federal prohibition on the paymenhtfrest on demand deposits, thereby permittingsiégy institutions to pay interest on busir
transaction and other accour

Some of these provisions may have the consequérnigereasing our expenses, decreasing our reveandsshanging the activities in which we choos
engage. The environment in which banking orgaromatiwill operate after the financial crisis, indhgl legislative and regulatory changes affec
capital, liquidity, supervision, permissible actigs, corporate governance and compensation, chandescal policy and steps to eliminate governt
support for banking organizations, may have lterga effects on the business model and profitgbdit banking organizations that cannot now
foreseen. The specific impact on our current a@tiwior new financial activities we may considethie future, our financial performance and the ret
in which we operate will depend on the manner iriclvithe relevant agencies develop and implementrejeired rules and the reaction of ma
participants to these regulatory developments. Maapects of the DodErank Act are subject to further rulemaking and taike effect over several yee
While we cannot predict what effect any presentigtemplated or future changes in the laws or reiguls or their interpretations would have on usst
changes could be materially adverse to our findugoiadition and results of operations.

The Volcker Rule. On December 10, 2013, the Federal Reserve andtliee federal banking regulators as well as th€ $&ch adopted a final
implementing Section 619 of the Dodd-Frank Act, aoonly referred to as the “Volcker RuleGenerally speaking, the final rule prohibits a bankl it
affiliates from engaging in proprietary trading a@noim sponsoring certain “covered funds” from acquiring or retaining any ownership ingtri sucl
covered funds. Most private equity, venture capéiatl hedge funds are considered “covered fursds’are bank trust preferred collateralized
obligations. The final rule requires banking eettito divest disallowed securities by July 21, 2@GLbject to extension upon application. The Val
Rule does not impact any of our current activities do we hold any securities that we would be ireguo sell under the rule, but it does limit gtopt
of permissible activities in which we might engéig¢he future.




Regulatory Capital Requirements

Capital Adequacy The Federal Reserve Board monitors the capitdjaacy of the Company, on a consolidated basisttenBDIC and the OFI monil
the capital adequacy of the Bank. The regulatognaigs use a combination of risksed guidelines and a leverage ratio to evalugiitat adequacy a
consider these capital levels when taking actiomarious types of applications and when conductimgervisory activities related to safety and soesd
The riskbased capital standards are designed to make teguleapital requirements more sensitive to diffieess in risk profiles among financ
institutions and their holding companies, to act¢don off-balance sheet exposure, and to minimize disincesmtfor holding liquid assets. A financ
institution’s assets and offfalance sheet items, such as letters of crediuafichded loan commitments, are assigned to bre&kdcategories, each w
appropriate risk weights. Regulatory capital, imtus classified in one of two tiers. “Tier tépital includes common equity, retained earningslifying
noncumulative perpetual preferred stock, and mindritgrests in equity accounts of consolidated sudsés$, less goodwill, most intangible assets
certain other assets. “Tier Zapital includes, among other things, qualifyindpauinated debt and allowances for loan and leasge§, subject
limitations. The resulting capital ratios represespital as a percentage of total risk-weighteétasand off-balance sheet items.

FDIC and Federal Reserve regulations currentlyiredaanks and bank holding companies generally dantain three minimum capital standards: (
Tier 1 capital to adjusted total assets ratio,leverage capital ratio6f at least 4% (3% for a bank that has the higregtlatory exam rating and is
contemplating significant growth or expansion), &2Jier 1 capital to risk-weighted assets ratid;Toer 1 risk-based capital ratiogf at least 4% and (3
total risk-based capital (Tier 1 plus Tier 2) tekriveighted assets ratio, or “total risk-basedteapatio,” of at least 8%. In addition, the prompt correc
action standards discussed below, in effect, imeredhe minimum regulatory capital ratios for bagkiorganizations. These capital requirement:
minimum requirements. Higher capital levels mayréguired if warranted by the particular circumsesor risk profiles of individual institutions, di
required by the banking regulators due to the eedn@onditions impacting our markets. For examplB|C regulations provide that higher capital t
be required to take adequate account of, among tihrgs, interest rate risk and the risks poseddiycentrations of credit, nontraditional actistie
securities trading activities. Failure to meet tapguidelines could subject us to a variety ofoecément remedies, including issuance of a ci
directive, a prohibition on accepting brokered d{so other restrictions on our business and theitation of deposit insurance by the FDIC.

Effective January 1, 2015, these minimum capitahdards, as well as the prompt corrective actiandstrds discussed below, increased as a res
changes recently adopted by the federal bankingcie® which are described in greater detail beloder “Basel III”.

Prompt Corrective Action Regulation. Under the prompt corrective action regulatiohg, EDIC is required and authorized to take superyiaction:
against undercapitalized financial institutionsr fos purpose, a bank is placed in one of the¥dlhg five categories based on its capital: weflizdized
adequately capitalized, undercapitalized, signifisaundercapitalized, and critically undercapitatil. Under the prompt corrective action regulatias
currently in effect, to be well capitalized, a bankst have a leverage capital ratio of at least&%ier 1 riskbased capital ratio of at least 6% and a
risk-based capital ratio of at least 10% and must natuigect to any order or written agreement or tivecby a federal banking agency to meet
maintain a specific capital level for any capitatasure. As discussed below under “Basel th¢ federal banking agencies have adopted changes
capital thresholds applicable to each of the figggories under the prompt corrective action reguia.

Federal banking regulators are required to tak®wuamandatory supervisory actions and are autbdtia take other discretionary actions with respa
institutions in the three undercapitalized categmriThe severity of the action depends upon thé&atagategory in which the institution is plac
Generally, subject to a narrow exception, bankegutators must appoint a receiver or conservaroaridnstitution that is critically undercapitaldzeThe
federal banking agencies have specified by reguiatie relevant capital level for each category.idsgtitution that is categorized as undercapitd,,
significantly undercapitalized, or critically undepitalized is required to submit an acceptablétalapestoration plan to its appropriate federahkiag
agency. An undercapitalized institution also isegafly prohibited from increasing its average tatssets, making acquisitions, establishing anydbre
or engaging in any new line of business, excepeuad accepted capital restoration plan or withGBbproval. The regulations also establish proe=
for downgrading an institution to a lower capitategory based on supervisory factors other thaitatap

Furthermore, a bank holding company must guaratitat a subsidiary depository institution meets dépital restoration plan, subject to vari
limitations. The controlling holding company’s ajtion to fund a capital restoration plan is lirdite the lesser of 5% of an undercapitalized sidosits
assets at the time it became undercapitalizedeoautiount required to meet regulatory capital respénts.

The capital classification of a bank affects thegfrency of regulatory examinations, the bankbility to engage in certain activities and ttepaki
insurance premiums paid by the bank. As of DecerBbeR014, Investar Bank met the requirements toabegorized as well capitalized under the pre
corrective action framework as currently in effect.




Basel 1l . On July 2, 2013, the federal banking agencieptadoa final rule revising the regulatory capitalniework applicable to all top tier b
holding companies with consolidated assets of $Bdllon or more and all banks, regardless of sikke Basel Il framework became effective
January 1, 2015, although the capital conservdtidfer, which is discussed in greater detail belaill, be phased in over a three year period, begyg
January 1, 2016.

Under the Basel Ill framework, we will be requitedmaintain the following minimum regulatory capitatios:
« A new ratio of common equity Tier 1 capital to aiak-weighted assets of not less than 4.5%;
« A Tier 1 risk-based capital ratio of 6.0% (an irase from 4.0%);
« A total risk-based capital ratio of 8.0%; and

« Aleverage ratio of 4.0%.

The Basel Il framework also changes the regulatapital requirements for purposes of the promptettive action regulations. Accordingly, as
January 1, 2015, to be categorized as well capédlithe Bank must have a minimum common equity Tieapital ratio of at least 6.5%, a Tier 1 risk-
based capital ratio of at least 8.0%, a total baked capital ratio of at least 10.0%, and a lgeecapital ratio of at least 5.0%.

Under the Basel Il framework, Tier 1 capital islefined to include two components: (1) common gquier 1 capital and (2) additional Tier 1 cap
Common equity Tier 1 capital consists solely of cwon stock (plus related surplus), retained earniagsumulated other comprehensive income
limited amounts of minority interests that are ke tform of common stock. Additional Tier 1 capitatludes other perpetual instruments historic
included in Tier 1 capital, such as nommulative perpetual preferred stock. With limigxteptions, trust preferred securities and cunudaierpetus
preferred stock will no longer qualify as Tier Ipital. Tier 2 capital consists of instruments tbatrently qualify as Tier 2 capital plus instrumettiat th
rule has disqualified from Tier 1 capital treatmeint addition, the Basel Il framework establisheertain deductions from and adjustments tc
regulatory capital ratios.

The Basel Il framework also implements a requiretifer all banking organizations to maintain a talptonservation buffer above the minimum ca
requirements to avoid certain restrictions on edulistributions and discretionary bonus paymeatexecutive officers. The capital conservation &
must be composed of common equity Tier 1 capithé Gapital conservation buffer requirement wilkeffvely require banking organizations to main
regulatory capital ratios at least 50 basis pdigber than well capitalized levels to avoid thstrietions on capital distributions and discretignbonu:
payments to executive officers.

The Basel Il framework alters the method underchhbanking organizations must calculate mgkighted assets in an effort to make the calcuiabi
risk-weighted assets more risk sensitive, to betterwatdor risk mitigation techniques, and to creatbsditutes for credit ratings (in accordance wiité
Dodd+rank Act). The standardized approach, which vgplg to us, includes additional exposure categagsompared with current standards inclu
a new high volatility commercial real estate catggbat is risk-weighted at 150%. Although a numbgasset classes will be riskeighted differently
the Basel Il framework does not change standaddisi weightings for certain assets, includingdestial mortgages.

Although management is continuing to evaluate thaict the Basel Il framework will have on the Ca@mp and the Bank, we were in compliance
all applicable minimum regulatory capital requiremgeas of December 31, 2014, and management belipaeat December 31, 2014, the Compan)
the Bank would have met all new capital adequaguirements under the new Basel Il framework onlly fphasedn basis if such requirements w
then effective.

The Basel Ill framework also requires banks andb@iding companies to measure their liquidity agaspecific liquidity tests. However, the finales
adopted by the federal banking agencies in Septegiiiel implementing the Basel IlI liquidity framewkaapply only to banking organizations with $.
billion or more in consolidated assets or $10 dnllor more in foreign exposures. As a result, uintesdified, the Basel III liquidity framework doast
apply to us.




Acquisitions by Bank Holding Companies

Federal and state laws, including the Bank HoldBwmpany Act and the Change in Bank Control Act, as® additional prior notice or appra
requirements and ongoing regulatory requirementsaamy investor that seeks to acquire direct or @udir‘control” of an FDICisured deposito
institution or bank holding company. We must obtidiie prior approval of the Federal Reserve befbjea¢quiring more than 5% of the voting stoc
any bank or other bank holding company, (2) acqgirll or substantially all of the assets of anykbar bank holding company, or (3) merging
consolidating with any other bank holding compaflye Federal Reserve may determine not to approyefthese transactions if it would result ir
tend to create a monopoly or substantially lessempetition or otherwise function as a restraintrafle, unless the artdmpetitive effects of the propos
transaction are clearly outweighed by the publieriest in meeting the convenience and needs afdimnunity to be served. The Federal Reserve i
required to consider the financial and manageesburces and future prospects of the bank holdingpaenies and banks concerned, the convenienc
needs of the community to be served, and the rezbedbank holding company and its subsidiary bsnk( combating money laundering activities
addition, a failure to implement and maintain adggcompliance programs could cause the FederahResr other banking regulators not to appro\
acquisition when regulatory approval is requiredooprohibit an acquisition even if approval is nequired.

Scope of Permissible Bank Holding Company Activitie

In general, the Bank Holding Company Act limits #etivities permissible for bank holding compart@¢he business of banking, managing or contrc
banks and such other activities as the FederalrRebas determined to be so closely related toibgrds to be properly incident thereto.

A bank holding company may elect to be treated fasamcial holding company if it and its depositangtitution subsidiaries are “well capitalizedic
“well managed.”"We have elected for the Company to be treated fasacial holding company. As a financial holdingngpany, we may engage il
range of activities that are (1) financial in nator incidental to such financial activity or (Znsplementary to a financial activity and which di pose
substantial risk to the safety and soundness cépogitory institution or to the financial systermgrally. These activities include securities degp
underwriting and market making, insurance undeimgiand agency activities, merchant banking andrarsce company portfolio investments. Expat
financial activities of financial holding companigenerally will be regulated according to the tgbesuch financial activity: banking activities bgriking
regulators; securities activities by securitiesufetprs; and insurance activities by insurance leggrts.

The Bank Holding Company Act does not place teigtdimitations on permissible ndpanking activities of bank holding companies. Theldta
Reserve has the power to order any bank holdingpeosnor its subsidiaries to terminate any activtyto terminate its ownership or control of
subsidiary when the Federal Reserve has reasogahlads to believe that continuation of such afstior such ownership or control constitutes a s&
risk to the financial soundness, safety or stabdftany bank subsidiary of the bank holding compan

Source of Strength Doctrine for Bank Holding Compaies

Under longstanding Federal Reserve policy whichbdess codified by the Dodérank Act, we are expected to act as a sourcenandiial strength to, a
to commit resources to support, Investar Bank. Shisport may be required at times when we may adhdined to provide it. In addition, any cap
loans that we make to Investar Bank are subordimatght of payment to deposits and to certaineotindebtedness of the Bank. In the event o
bankruptcy, any commitment by us to a federal bagkilatory agency to maintain the capital of thaBwill be assumed by the bankruptcy trustee
entitled to a priority of payment.

Dividends

As a bank holding company, we are subject to certastrictions on dividends under applicable baghaws and regulations. The Federal Reservi
issued a policy statement that provides that a hatding company should not pay dividends unlesgit§é net income over the last four quarters @f
dividends paid) has been sufficient to fully fuhe dividends; (2) the prospective rate of earniegsntion appears to be consistent with the capéeats
asset quality and overall financial condition oé thank holding company and its subsidiaries; afndhg bank holding company will continue to n
minimum required capital adequacy ratios. Accorblling bank holding company should not pay cashdeivds that exceed its net income or that can
be funded in ways that weaken the bank holding @mys financial health, such as by borrowing. Thed@®Frank Act imposes, and Basel Ill effec
additional restrictions on the ability of bankinggsiitutions to pay dividends. In addition, in therrent financial and economic environment, the Fa
Reserve Board has indicated that bank holding campashould carefully review their dividend poliapd has discouraged payment ratios that ¢
maximum allowable levels unless both asset quality capital are very strong.
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The Bank is also subject to certain restrictionslimidends under federal and state laws, regulatéord policies. In general, under Louisiana law,Ban}
may pay dividends to us without the approval of @& only so long as the amount of the dividendstoet exceed the Barskhet profits earned duri
the current year combined with its retained nefifrof the immediately preceding year. The Bankstrabtain the approval of the OFI for any amou
excess of this threshold. In addition, under feldiens, the Bank may not pay any dividend to ug iisiundercapitalized or the payment of the divid
would cause it to become undercapitalized. The FDBEY further restrict the payment of dividends byuiring the Bank to maintain a higher leve
capital than would otherwise be required to be adesly capitalized for regulatory purposes. Morepifein the opinion of the FDIC, the Bank is enga
in an unsound practice (which could include thenpaxyt of dividends), the FDIC may require, generafter notice and hearing, the Bank to cease
practice. The FDIC has indicated that paying dinttkethat deplete a depository institut®oapital base to an inadequate level would benaafa bankin
practice. The FDIC has also issued policy statempnviding that insured depository institutionsygelly should pay dividends only out of curi
operating earnings.

Restrictions on Transactions with Affiliates and Lans to Insiders

Federal law strictly limits the ability of banks émgage in transactions with their affiliates, utihg their bank holding companies. Sections 234 28E
of the Federal Reserve Act, and Federal Reservel&en W, impose quantitative limits, qualitatiseandards, and collateral requirements on ce
transactions by a bank with, or for the benefititsf affiliates, and generally require those tratisas to be on terms at least as favorable td#rk a
transactions with non-affiliates. The Do#idank Act significantly expands the coverage amapecof the limitations on affiliate transactionsthin &
banking organization, including an expansion of iMypes of transactions are covered transactioriadiode credit exposures related to derivat
repurchase agreements and securities lending amags and an increase in the amount of time factwbollateral requirements regarding covt
transactions must be satisfied.

Federal law also limits a barskauthority to extend credit to its directors, exd@ officers and 10% shareholders, as well aantdgies controlled by su
persons. Among other things, extensions of cragiinsiders are required to be made on terms treatsabstantially the same as, and follow ¢
underwriting procedures that are not less stringiea, those prevailing for comparable transactiwite unaffiliated persons. Also, the terms of ¢
extensions of credit may not involve more thanrtbamal risk of repayment or present other unfavieréatures and may not exceed certain limita
on the amount of credit extended to such persadg/idually and in the aggregate, which limits besed, in part, on the amount of the bank’s capital

Incentive Compensation Guidance

The federal banking agencies have issued compriglemsidance on incentive compensation policiess Gidance is designed to ensure that a fine
institution’s incentive compensation structure does not engeurmprudent risk taking, which may undermine thfety and soundness of the institut
The guidance, which applies to all employees thatlthe ability to materially affect an institutisnrisk profile, either individually or as part ofeoup, it
based upon three primary principles: (1) balandgkl taking incentives; (2) compatibility with effiaee controls and risk management; and (3) st
corporate governance.

An institution’s supervisory ratings will incorpaeaany identified deficiencies in an institutisncompensation practices, and it may be subjeerr
enforcement action if the incentive compensatioarggements pose a risk to the safety and soundfi¢iss institution. Further, a provision of the Bi
Il proposals described above would limit discratioy bonus payments to bank executives if thetuiin’s regulatory capital ratios fail to exceed cel
thresholds.

Deposit Insurance Assessments

FDIC insured banks are required to pay depositrarste assessments to the FDIC. The amount of #essment is based on the size of the Isank’
assessment base, which is equal to its averagelmated total assets less its average tangibléye@und its risk classification under an FDIC Hsé#se:
assessment system. Institutions assigned to higtheclassifications (that is, institutions thatspoa higher risk of loss to the Deposit Insuranaedly pay
assessments at higher rates than institutiongtiss a lower risk. An institutios’risk classification is assigned based on itstahlgivels and the level
supervisory concern that the institution posesh&regulators. In addition, the FDIC can imposegp@assessments in certain instances. As noteek;
the DoddFrank Act changed the way that deposit insuraneenjums are calculated. Continued action by the FDI@plenish the Deposit Insura
Fund, as well as the changes contained in the Bodadk Act, may result in higher assessment ratbéihacould reduce our profitability or otherw
negatively impact our operations.
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Branching and Interstate Banking

Under Louisiana law, Investar Bank is permittecstablish additional branch offices within Louisiasubject to the approval of the OFI. As a resf
the DoddFrank Act, the Bank may also establish additiomahbh offices outside of Louisiana, subject to pregulatory approval, so long as the law
the state where the branch is to be located woelthip a state bank chartered in that state to ksitad branch. We currently do not have any bras
outside the state of Louisiana. The Bank may adsabdish offices in other states by merging withksaor by purchasing branches of other banks iar
states, subject to certain restrictions.

Community Reinvestment Act

Investar Bank is required under the Community Restment Act, or CRA, and related FDIC regulatianélp meet the credit needs of its commun
including low and moderate@come borrowers. In connection with its examinatid the Bank, the FDIC assesses our record of tange with the CR/
The Banks failure to comply with the provisions of the CRAuld, at a minimum, result in denial of certainpmrate applications, such as branche
mergers, or in restrictions on its or the Compaiagtvities. The Bank received a “satisfactoGRA rating on its most recent CRA examination. TieA
requires all FDIC insured institutions to publidisclose their rating.

Concentrated Commercial Real Estate Lending Regulans

The federal banking regulatory agencies have proateti guidance governing financial institutionstmgoncentrations in commercial real estate len
The guidance provides that a bank has a concemtreticommercial real estate lending if (i) totaported loans for construction, land developmem
other land represent 100% or more of total capitafii) total reported loans secured by multifamélpd nonfarm residential properties and loan
construction, land development, and other landesgmt 300% or more of total capital and the backmmercial real estate loan portfolio has inee
50% or more during the prior 36 months. Owner ogmlipoans are excluded from this second categbry.concentration is present, management
employ heightened risk management practices thdtead, among other things, board and managemenmsigive and strategic planning, portfc
management, development of underwriting standaisls,assessment and monitoring through market aisagnd stress testing, and maintenan:
increased capital levels as needed to supportetlet 6f commercial real estate lending. At Decen®ig 2014, the Company did not have a concenh
in commercial real estate as defined by the regulajuidance.

Financial Privacy Requirements

Federal law and regulations limit a financial ingion’s ability to share consumer financial informatioitvwunaffiliated third parties. Specifically, the
provisions require all financial institutions ofiieg financial products or services to retail custosnto provide such customers with the finai
institution’s privacy policy and provide such custers the opportunity to “opt outf the sharing of personal financial informatiorttwiinaffiliated thir
parties. The sharing of information for marketinggoses is also subject to limitations. The Bankely has a privacy protection policy in place.

Consumer Laws and Regulations

The Bank is subject to numerous laws and regulgtiotended to protect consumers in transactiorts tivé Bank, including, among others, laws regal
unfair, deceptive and abusive acts and practicesrydaws, and other federal consumer protectiatutgs. These federal laws include the ECOA
Electronic Fund Transfer Act, the Fair Credit Reijmgr Act, the Fair Debt Collection Practices AdtetReal Estate Procedures Act of 1974, the S./
Mortgage Licensing Act of 2008, the Truth in LergliAct and the Truth in Savings Act, among otheranistates and local jurisdictions have consi
protection laws analogous, and in addition, to ¢hesacted under federal law. These laws and régutamandate certain disclosure requirements
regulate the manner in which financial institutionast deal with customers when taking deposits,imgadkans and conducting other types of transasi
Failure to comply with these laws and regulatioosld give rise to regulatory sanctions, customscission rights, action by state and local attog
general and civil or criminal liability.

In addition, the Dodd~rank Act created the Consumer Financial ProtedBareau that has broad authority to regulate anmkrsise retail financii
services activities of banks and various hamk providers. The Bureau has authority to proetelgegulations, issue orders, guidance and g
statements, conduct examinations and bring enfaneactions with regard to consumer financial potsland services. In general, however, banks
assets of $10 billion or less, such as InvestakBaill continue to be examined for consumer comptie by their primary federal bank regulator.
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Mortgage Lending Rules

The DoddFrank Act authorized the Consumer Financial PragacBureau to establish certain minimum standadistlie origination of resident
mortgages, including a determination of the bormsvability to repay. Under the Dodeank Act, financial institutions may not make &identia
mortgage loan unless they make a “reasonable aod f@ith determination” that the consumer has asomable ability” to repay the loan. The Dodd-
Frank Act allows borrowers to raise certain defsrteeforeclosure but provides a full or partialeshrbor from such defenses for loans that qualifiec
mortgages.’'On January 10, 2013, the Bureau published finalsrtd, among other things, specify the types afrime and assets that may be consider
the ability-to-repay determination, the permissibtrirces for verification, and the required methofisalculating the loas’ monthly payments. Sin
then, the Bureau has made certain modificatiortbéee rules. The rules extend the requirementctieatitors verify and document a borroveeicom:
and assets to include all information that crediteely on in determining repayment ability. Theesilalso provide further examples of thiakty
documents that may be relied on for such verificgtisuch as government records and check cashifignds transfer service receipts. The new |
became effective on January 10, 2014. The rulesddfine “qualified mortgages,” imposing both ungéting standards, for example, a borrower’s debt-
to-income ratio may not exceed 43%, and limits onténms of their loans. Points and fees are subjeatrelatively stringent cap, and the terms incle
wide array of payments that may be made in theseoof closing a loan. Certain loans, including reseonly loans and negative amortization loi
cannot be qualified mortgages.

Anti-Money Laundering and OFAC

Under federal law, financial institutions must ntain antimoney laundering programs that include: establishiinal policies, procedures and conti
a designated compliance officer; an ongoing emg@dyaning program; and testing of the program mynalependent audit function. Financial institug
are also prohibited from entering into specifieghficial transactions and account relationshipsnanst meet enhanced standards for due diligenc
customer identification in their dealings with figre financial institutions and foreign customerndncial institutions must take reasonable ste
conduct enhanced scrutiny of account relationstopguard against money laundering and to report @rspicious transactions, and law enforcel
authorities have been granted increased accesmtwial information maintained by financial ingtibns.

The Office of Foreign Assets Control, or OFAC, ésponsible for helping to insure that U.S. entitlesot engage in transactions with certain proég
parties, as defined by various Executive Orders/Amtd of Congress. OFAC publishes lists of persamd organizations suspected of aiding, harboril
engaging in terrorist acts, known as Specially Pesied Nationals and Blocked Persons. GeneraltheifBank identifies a transaction, account or
transfer relating to a person or entity on an OHKE it must freeze the account or block the teartion, file a suspicious activity report and nptifie
appropriate authorities.

Bank regulators routinely examine institutions éompliance with these obligations and they mussictar an institutiors compliance in connection w
the regulatory review of applications, includingphgations for banking mergers and acquisitionsiluFa of a financial institution to maintain &
implement adequate programs to combat money laingdand terrorist financing and comply with OFAGstions, or to comply with relevant laws
regulations, could have serious legal, reputatiandl financial consequences for the institution.

Safety and Soundness Standards

Federal bank regulatory agencies have adopted Imédethat establish general standards relatinigteynal controls and information systems, inte
audit systems, loan documentation, credit undeirvgiinterest rate exposure, asset growth and cosapien, fees and benefits. Additionally, the age
have adopted regulations that provide the authtwityrder an institution that has been given ndticen agency that it is not satisfying any of éheafet
and soundness standards to submit a compliancelflafter being so notified, an institution faits submit an acceptable compliance plan or failany
material respect to implement an acceptable comgiglan, the agency must issue an order direetitign to correct the deficiency and may issu
order directing other actions of the types to whachundercapitalized institution is subject undher tprompt corrective actiorrovisions of the Fedel
Deposit Insurance Act. If an institution fails tonaply with such an order, the agency may seek fires such order in judicial proceedings and todst
civil money penalties.

Bank holding companies are also not permitted @aga in unsound banking practices. For example Féteral Reserve’Regulation Y requires
holding company to give the Federal Reserve pradica of any redemption or repurchase of its ownitggsecurities, if the consideration to be p
together with the consideration paid for any repases in the preceding year, is equal to 10% oembthe companyg consolidated net worth. T
Federal Reserve may oppose the transaction ifligves that the transaction would constitute arafser unsound practice or would violate any la'
regulation. As another example, a holding companydnot impair its subsidiary bank’s soundnessdysing it to make funds available to rmamking
subsidiaries or their customers if the Federal Reskelieved it not prudent to do so. The FederesldRve has broad authority to prohibit activitiebank
holding companies and their nonbanking subsidiatiieg represent unsafe and unsound banking practicethat constitute violations of laws
regulations.
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Effect of Governmental Monetary Policies

The commercial banking business is affected noy byl general economic conditions but also by Ui&al policy and the monetary policies of
Federal Reserve. Some of the instruments of mongtalicy available to the Federal Reserve inclubanges in the discount rate on member
borrowings, the fluctuating availability of borravgs at the “discount window,bpen market operations, the imposition of and chang resen
requirements against member bandteposits and assets of foreign branches, and tpesition of and changes in reserve requirementsistgeertail
borrowings by banks and their affiliates. Thesdqgies influence to a significant extent the ovegubwth of bank loans, investments, and depositistiag
interest rates charged on loans or paid on depdgiscannot predict the nature of future fiscal amahetary policies and the effect of these policie®u
future business and earnings.

Future Legislation and Regulatory Reform

As a result of the recent economic downturn ancfitsct on financial institutions, regulators hamereased their focus on the regulation of final
institutions. New laws, regulations and policies aegularly proposed that contain widaging proposals for altering the structures, legns an
competitive relationships of financial institutiooperating in the United States. In addition, éxgslaws, regulations and policies are continualipjec
to modification or changes in interpretation. Wargat predict whether or in what form any law, regian or policy will be adopted or modified or
extent to which our operations and activities, fiicial condition, results of operations, growth glam future prospects may be affected by its adopi
modification.

The cumulative effect of these laws and regulatiadd significantly to the cost of our operationsl #ius have a negative impact on profitability. /e
has also been a tremendous expansion in recerg gééinancial service providers that are not scibje the same level of regulation, examination
oversight as we are. Those providers, becauseatteegiot so highly regulated, may have a competétlantage over us and may continue to draw
amounts of funds away from traditional bankingitnsibns, with a continuing adverse effect on tlaalking industry in general.

Employees

As of December 31, 2014, we had 179 firtte equivalent employees. None of our employeesrepresented by any collective bargaining uniare
parties to a collective bargaining agreement. Wiewethat our relations with our employees aredyoo

Dependence upon a Single Customer

No material portion of our loans has been madedohave our deposits been obtained from, a simgemnall group of customers; the loss of any s
customer or small group of customers would not heweaterially adverse effect on our business. Audision of concentrations of credit in our |
portfolio is set forth under the headihgan Concentrationsn “Discussion and Analysis of Financial Conditioheans” in Item 7, Managemest’
Discussion and Analysis of Financial Condition &webults of Operations.

Available Information

Our filings with the Securities and Exchange Consiis (the “SEC”), including annual reports on FattK, quarterly reports on Form 1D- curren
reports on Form & and all amendments thereto, are available om@lnsite as soon as reasonably practicable afteepuets are filed with or furnish
to the SEC. Copies can be obtained free of chargkei “Investor RelationsSection of our website at www.investarbank.com. SHE filings are als
available through the SEC’s website www.sec.gopi€oof these filings are also available by writingus at the following address:

Investar Holding Corporation

P.O. Box 84207
Baton Rouge, Louisiana 70884-4207
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Item 1A. Risk Factors

Our business is subject to risk. In addition to t¢tileer information contained in this Annual RepamtForm 10-K, including managementliscussion ar
analysis of financial condition and results of ogons and our financial statements and the ndweseto, investors should consider the followingdks
when evaluating whether to invest in our commogkstdf any of the following risks occur, whethdoree or in combination, our business, finan
condition, results of operations, cash flows andvgh prospects could be materially and adversefgcééd. Additional risks that we do not prese
know of or currently deem immaterial may also adedr affect our business, financial condition csuks of operations.

Risks Related to our Business
As a business operating in the financial servicesluistry, our business and operations may be advgraéfected by current economic conditior

General business and economic conditions in theed8tates and abroad can materially affect ounbss and operations. A weak U.S. economy is |
to cause uncertainty about the federal fiscal goleking process, the medium and Idegm fiscal outlook of the federal government antiife tax rate
In addition, economic conditions in foreign coue#:;i including uncertainty over the stability of thero currency, could affect the stability of gt
financial markets, which could hinder U.S. econogriawth.

Weak economic conditions are characterized by tieflafluctuations in debt and equity capital maske lack of liquidity and/or depressed pricethi
secondary market for mortgage loans, increasedgigdncies on mortgage, consumer and commercias,loasidential and commercial real estate
declines and lower home sales and commercial ctiVhe current economic environment in the UniBtdtes is also characterized by interest ral
historically low levels, which impacts our ability attract deposits and to generate attractiveirmgsrihrough our investment portfolio. All of thefsetor:
are detrimental to our business, and the interpktyeen these factors can be complex and unprbl#ict@ur business is also significantly affecte:
monetary and related policies of the U.S. fedemlegnment and its agencies. Changes in any of theleles are influenced by macroecono
conditions and other factors that are beyond ountrob Adverse economic conditions and governmeahicy responses to such conditions could he
material adverse effect on our business, finardadition, results of operations and growth prospec

Our business strategy includes the continuationgsbwth plans, and our financial condition and restsl of operations could be negatively affected if
fail to grow or fail to manage our growth effectile

We have grown our business largely through theiaitiun of other financial institutions and througe novo branching. Since June 14, 2006, we
opened eight de novo branches and acquired Souitsiana Business Bank (“SLBB”) and First Commurigink (“FCB”) by merger. We intend
continue pursuing a growth strategy for our bugirtasough de novo branching and to evaluate aitteaatquisition opportunities that are presenteds|
Our growth prospects must be considered in lighthef risks, expenses and difficulties frequentlgcemtered by companies when expanding
franchise, including the following:

« Management of Growtt. We may be unable to successfully maintain loaalityuin the context of significant loan growth praintain adequa
management personnel and systems to oversee sawthgincluding internal audit, loan review and goiance personnel. Our growth may req
that we implement additional policies, proceduned eperating systems, and we may encounter diffgsuin doing so at all or in a timely mann

« Operating Results There is no assurance that existing offices turéuoffices will maintain or achieve deposit lesseloan balances or otl
operating results necessary to avoid losses orupsgrofits. Our growth and de novo branching sgwtnecessarily entails growth in overr
expenses as we routinely add new offices and €aiif historical results may not be indicative dife results or results that may be achieved :
continue to increase the number and concentrafionrobranch offices. Should any new location bprofitable or marginally profitable, or shol
any existing location experience a decline in padfiity or incur losses, the adverse effect onmsults of operations and financial condition d
be more significant than would be the case forgelacompany

- De Novo Branching. There are considerable costs involved in opehiagches, and new branches generally do not gersuéicient revenues
offset their costs until they have been in operafr at least a year or more. Accordingly, ourndwo branches can be expected to nega
impact our earnings for some period of time urité branches reach certain economies of scale. Xpemees could be further increased il
encounter delays in opening any of our de novodirass We may be unable to accomplish future brarphnsion plans due to a lack of avail
satisfactory sites, difficulties in acquiring susites, increased expenses or loss of potentia dite to complexities associated with zoning
permitting processes, higher than anticipated meagd acquisition costs or other factors. Finalg, have no assurance our de novo branct
branches that we may acquire will be successful after they have been established or acquirettheasase may b
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« Expansion into New Market. As we grow into new markets in Louisiana andtimeo states, we are likely to encounter customeraggaphics ar
financial services offerings unlike those foundomr current markets. In these markets we are likeljace competition from a wide array
financial institutions, including much larger, km-established financial institution

Failure to successfully address these issues dwud a material adverse effect on our financiabit@mn and results of operations, and could advg
affect our ability to successfully implement oursiness strategy. Also, if our growth occurs moosvil than anticipated or declines, our operatirgylhe
could be materially adversely affected.

Our success depends significantly on our managemiam, and the loss of our senior executive offie@r other key employees and our inability
recruit or retain suitable replacements could adgety affect our business, results of operations agrdwth prospects.

Our success depends significantly on the contirserdice and skills of our existing executive mamaget team, particularly John J. Aigelo, ou
President and Chief Executive Officer, ChristopheHufft, our Chief Accounting Officer, Travis M.dvergne, our Chief Credit Officer, Ryan P. Fini
our Chief Operations Officer, Rachel P. Cherco, Ghief Financial Officer and Randolf F. Kassmetmr General Counsel. The implementation of
business and growth strategies also depends sigmiffy on our ability to retain employees with epi@ece and business relationships within 1
respective market areas, as well as on our atiitattract, motivate and retain highly qualifiechise and middle management. We do not |
employment agreements with any of our executivécef§, and our officers may terminate their emplegimwith us at any time. Competition
employees is intense, and we could have diffictéglacing such officers with personnel with the bamation of skills and attributes required to exe
our business and growth strategies and who hawéadtithe communities within our market areas. Tiss bf any of our key personnel could thereforee
a material adverse effect on our business, finhnoiadition, results of operations and growth peugp.

Our business is concentrated in southern Louisiaramd a regional or local economic downturn affectirsouthern Louisiana may magnify the adve
effects and consequences to us.

We conduct our operations almost exclusively intlsewn Louisiana, and more specifically, in the BaRouge, New Orleans, Lafayette and Hamn
metropolitan areas. At December 31, 2014, appraein®8% of the secured loans in our total loartfpbo, including loans held for sale, are secubbg
properties and other collateral located in Louigjamhile approximately 73% of the loans in our I@amtfolio (measured by dollar amount) were mac
borrowers who live or work in either the Baton Reusy New Orleans metropolitan area. This geograpmcentration imposes a greater risk to us th
our competitors in the area who maintain signifioaperations outside of southern Louisiana. Acewlyi, any regional or local economic downturn
natural or mammade disaster, that affects southern Louisianaxgtieg or prospective property or borrowers intswarea may affect us and
profitability more significantly and more adverséyan our more geographically diversified compesito

More particularly, much of our business developnemt marketing strategy is directed toward fulflithe banking and financial services needs ofl:
to mediumsized businesses. Such businesses generally haee fieancial resources in terms of capital or bafing capacity than larger entities
general economic conditions negatively impact oarkats or the Louisiana market generally and thesinesses are adversely affected, our fine
condition and results of operations may be neglstiviéected.

Adverse economic factors affecting particular inddgs could have a negative effect on our customans! their ability to make payments to t

In addition to the geographic concentration of markets, certain industrgpecific economic factors also affect us. For eXamg downturn in segmel
of the commercial and residential real estate itntassin our markets due to adverse economic fa@éiecting particular industries could have anessk
effect on our customers. In addition, the energytase which is historically cyclical, has recenixperienced a significant drop in crude oil prica
severe and prolonged decline in commodity pricesltvadversely affect that industry and, conseqyenthy adversely affect our business. At Decel
31, 2014, we identified less than one percent otatal loan portfolio with a relationship to theexgy sector.
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We have a significant number of loans secured bglrestate, and a downturn in the real estate marketld result in losses and negatively impact
profitability.

At December 31, 2014, approximately 63% of ourltidan portfolio had real estate as a primary @oseary component of the collateral securing
loan. The real estate provides an alternate safrogpayment in the event of a default by the beeloand may deteriorate in value during the tine
credit is extended. Real estate values in southeursiana declined in the aftermath of Hurricandrita in August 2005. These values started to iwg
in 2006 and 2007. However, in connection with th&amal recession, real estate values nationalyirded severely in 2008 and 2009, including in
markets. Recently, real estate values both natjomald in our markets have shown improvement. feutleclines in real estate values in our sou
Louisiana markets could significantly impair thdueaof the particular collateral securing our loamsl our ability to sell the collateral upon foresire
for an amount necessary to satisfy the borrosvebligations to us. Furthermore, in a declinirg estate market, we often will need to furtheréase ot
allowance for loan losses to address the deteioorat the value of the real estate securing oango Any of the foregoing could have a materialeask
effect on our business, financial condition, resoftoperations, cash flows and growth prospects.

Commercial real estate loans may expose us to grneasks than our other real estate loans.

Our loan portfolio includes nonowner occupied comnuiz real estate loans for individuals and busiessfor various purposes, which are secure
commercial properties, as well as real estate noetg&tn and development loans. As of December 8142our nonowner occupied commercial real e
loans totaled $105.4 million, or 17% of our totah portfolio.

Commercial real estate loans typically depend i ¢Bpws from the property to service the debt.Cdaws, either in the form of rental income or
proceeds from sales of commercial real estate, meagffected significantly by general economic ctiads. These loans expose a lender to greatert
risk than loans secured by residential real estatause the collateral securing these loans typicahnot be liquidated as easily as residentill estate
If we foreclose on these loans, our holding pefrdthe collateral typically is longer than for adIfamily residential property because there areef
potential purchasers of the collateral. Additiopaonowner occupied commercial real estate loameglly involve relatively large balances to s&
borrowers or related groups of borrowers. Accorl§inghargeeffs on nonowner occupied commercial real estaeaedanay be larger on a per loan
than those incurred with our residential or consufoan portfolios. Unexpected deterioration in tredit quality of our commercial real estate |
portfolio would require us to increase our prouisfor loan losses, which would reduce our profitgband could materially adversely affect our mesis
financial condition, results of operations, casiwi and growth prospects.

We are exposed to consumer credit risk.

We originate a significant number of consumer ifrsiant loans, particularly with respect to autontelfinance. We are subject to credit risk resu
from defaults in payment or performance by custanier our loans, as well as loans that we selhiadtparties but retain servicing rights. weak
economic environment and high unemployment ratesdoexert pressure on our auto loan customerstieguh higher delinquencies, repossessions
losses. There can be no assurances that our mogitdfrour credit risk as it affects the value lné$e loans and the underlying collateral will biicent
to prevent an effect on our profitability and ficégal condition.

There are also risks with respect to our auto lemdh particular. First, as an indirect auto lenadirof our auto loans are originated by dealgrshitr
which we have relationships. As a result, we dohaate relationships directly with the borrowers anel dependent on the relationships these degle
have with their customers to make a determinationwvbether or not there are factors that would causetherwise qualified customer to not repay
loan. In addition, federal and state laws may gibhiimit or delay our repossession and sale diicles on defaulted automobile loan contracts, tiidl
impair our ability to recover losses on these logdditional factors that may affect our ability tecoup the full amount due on an indirect autm
include, among other things, our failure to perfaat security interest in the relevant vehicle,rédefation, obsolescence, damage or loss to thebeectunc
the impact of federal and state bankruptcy andimesay laws. Furthermore, proceeds from the saleepbssessed vehicles can fluctuate signific
based upon market conditions. A deterioration imegal economic conditions could result in a grektes in the sale of repossessed vehicles tharawe
historically experienced.
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Our allowance for loan losses may prove to be irfgiiént to absorb losses inherent in our loan pastio, and we may be required to further incree
our provision for loan losses.

Although we endeavor to diversify our loan portolin order to minimize the effect of economic cdiugtis within a particular industry, management
maintains an allowance for loan losses, which isserve established through a provision for loasde charged to expense, to absorb probable
losses inherent in the entire loan portfolio. Weintan our allowance for loan losses at a levelsidered adequate by management to absorb pr¢
loan losses, including collateral impairment, basadour analysis of our portfolio and market enmirent, using relevant information available to
Among other considerations in establishing thevadioce for loan losses, management considers ecoraanditions reflected within industry segme
the unemployment rate in our markets, loan segrtientand historical losses that are inherent indaa portfolio.

As of December 31, 2014, our allowance for loasdssas percentages of total loans and nonperforimémg was 0.74% and 138.61%, respectively
determination of the appropriate level of the allmee is inherently subjective and requires us tkensagnificant estimates of current credit risksl
future trends, all of which are subject to mateci#nges. In addition, loans acquired in conneatith business combination transactions are meds
fair value, based on managemsngstimates related to expected prepayments arairtbant and timing of undiscounted expected praicipterest an
other cash flows. Because fair value measuremeotsporate assumptions regarding credit risk, fewance for loan losses related to the acquireds
is recorded on the acquisition date.

Inaccurate management assumptions, including w#bect to the fair value of acquired loans, coirtiueterioration of economic conditions affec
borrowers, new information regarding existing lgadentification of additional problem loans andhext factors, both within and outside of our con
may require us to increase our allowance for lamsds. In addition, bank regulatory agencies pieady review the allowance for loan losses and
require an increase in the provision for loan lessethe recognition of further loan chargfés, based on judgments different than those afagamen
Finally, if actual charg®ffs in future periods exceed the allowance fonlt@sses, we will need additional provisions tar@ase the allowance for Ic
losses. Any increases in the allowance for loasdeswill result in a decrease in net income anssipty, capital and may have a material adverset
our business, financial condition, results of ofierss and growth prospects.

Lack of seasoning of our loan portfolio could incase the risk of future credit default:

As a result of our growth over the past three yeadarge portion of loans in our loan portfoliodaof our lending relationships are of relativelges
origin. In general, loans do not begin to show sighcredit deterioration or default until they bawveen outstanding for some period of time, a s
referred to as “seasoningds a result, a portfolio of older loans will usyaiehave more predictably than a newer portfoliec&ise a large portion of «
portfolio is relatively new, the current level oélthquencies and defaults may not represent thel sat may prevail as the portfolio becomes r
seasoned. If delinquencies and defaults increasenay be required to increase our provision fon llesses, which could materially adversely affag
business, financial condition, results of operatiand growth prospects.

We are subject to interest rate risk.

The majority of our banking assets are monetarpature and subject to risk from changes in interatss. Our earnings, like that of most finar
institutions, are significantly dependent on our ingerest income, which is the difference betweaninterest income on interes&rning assets, such
loans and investment securities, and our intesgstrese on interedtearing liabilities, such as deposits and borrowiMje expect that we will periodica
experience “gaps” in the interest rate sensitisité our assets and liabilities, meaning that eithe interesbearing liabilities will be more sensitive
changes in market interest rates than our inteér@sting assets, or vice versa. In either evemaifket interest rates should move contrary to asition
this “gap” will negatively impact our earnings. At December 3Q14, our interest sensitivity profile was somawability sensitive, meaning that our
interest expense would increase more from risitey@st rates than from falling interest rates.

Interest rates are highly sensitive to many factioas are beyond our control, including governmentanetary policies, inflation, recession, chaniy
unemployment, the money supply, international dispand instability in domestic and foreign finaleharkets. Changes in monetary policy, inclu
changes in interest rates, could influence not timyinterest we receive on loans and securitidstla® interest we pay on deposits and borrowingt
such changes could also affect our ability to oagg loans and obtain deposits, the fair valueuofinancial assets and liabilities and the aveidgatior
of our assets. Any substantial, unexpected, pr@dnchange in market interest rates could have arrabtdverse effect on our business, final
condition, results of operations and growth prospec
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In addition, as interest rates increase, the ghofitborrowers to repay their current loan obligat could be negatively impacted, which would asily
affect our results of operations. These circum&armould not only result in increased loan defaditieeclosures and chargéfs but also necessit:
further increases to the allowance for loan losééthe same time, the marketability of the propestcuring a loan may be adversely affected by
reduced demand resulting from higher interest rdtesther, when we place a loan on nonaccrual state reverse any accrued but unpaid int
receivable, which decreases interest income, butamtiinue to have a cost to fund the loan, whictefiected as interest expense, without any int
income to offset the associated funding expensas,Tan increase in the amount of nonperformingtasseuld have an adverse impact on net int
income. On the other hand, in a declining intera environment, there may be an increase in pregats on loans as borrowers refinance their lad
lower rates.

If shortterm interest rates remain at their historically Ievels for a prolonged period, and assuming lorigem interest rates fall further, we co
experience net interest margin compression asraareist-earning assets would continue to repricend@rd while our interedtearing liability rate
could fail to decline in tandem. Such an occurremoald have a material adverse effect on our rnietést income and our results of operations.

By engaging in derivative transactions, we are expd to credit and market risk, which could advesseffect our profitability and financial condition

We manage interest rate risk by utilizing derivatimstruments to minimize significant unplannecttiiations in earnings that are caused by inteste
volatility. Hedging interest rate risk is a complarocess, requiring sophisticated models and cohstanitoring. The effect of this unrealized apjaé&on
or depreciation will generally be offset by incowreloss on the derivative instruments that aredihko the hedged assets and liabilities. By engeig
derivative transactions, we are exposed to creditraarket risk. If the counterparty fails to penfiprcredit risk exists to the extent of the fairueabain it
the derivative instrument. Market risk exists te #xtent that interest rates change in ways tleasignificantly different from what was expectedentwe
entered into the derivative agreement. The existesfccredit and market risk associated with ourvadive instruments could adversely affect
profitability and financial condition.

If we fail to maintain an effective system of inteal control over financial reporting, we may not kable to accurately report our financial results.sf
result, current and potential shareholders couldske confidence in the completeness and accuracy wf fnancial reporting which could harm ou
business and the trading price of our common stock.

As a public company, our management is responfiblestablishing and maintaining adequate intecoatrol over financial reporting and for evalua
and reporting on that system of internal contrateinal control over financial reporting is a preeeesigned to provide reasonable assurance negahe
reliability of financial reporting and the prepaoat of financial statements for external purposesaccordance with generally accepted accou
principles. We are currently in the process of ldighing a system of internal control over finahgi@porting that will enable us to comply with
obligations under the federal securities laws ahédroapplicable legal requirements. As an emergiogvth company, we are exempt from the require
under the Sarbanes-Oxley Act of 2002 to obtaintssition report from our auditors on managenseamssessment of our internal control over fina
reporting, and we have not received such a report.

If we are unable to implement and maintain ouresysof internal control over financial reportingdrigom material weaknesses or are otherwise urta
comply in a timely manner with the requirementsenfgderal law and regulations with respect tointarnal control over financial reporting, we maot
be able to report our financial results accuragelg timely. As a result, investors, counterpardied customers may lose confidence in the accunad
completeness of our financial reports. In additier, could become subject to investigations by tbeksexchange on which our securities are listee
SEC or other regulatory authorities, which coulduiee additional financial and management resourgesa result of these investigations, we coul
required to implement expensive and tiomsuming remedial measures, including the poteseiisting of our securities from the Nasdag Gld#arket.
Any of these events could have a material advdfeet®n our business, financial condition, resofteperations and growth prospects.
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Hurricanes or other adverse weather conditions, &ell as mar-made disasters, could negatively affect our locadnikets or disrupt our operation
which may adversely affect our business and resoft®perations.

Our business is concentrated in southern Louisiand, in the Baton Rouge, New Orleans, Lafayette ldachmond metropolitan areas in partict
Southern Louisiana is susceptible to major huresarfloods, tropical storms and other natural disasand adverse weather. These natural disaste
disrupt our operations, cause widespread proparyage and severely depress the local economiesiah we operate. For example, Hurricane Gust
2008 severely impacted our headquarters city obB&ouge, with power in many areas of the city eihg restored for nearly three weeks afte
hurricane. The 2010 Deepwater Horizon oil spiltie Gulf of Mexico illustrates that manade disasters can also adversely affect econaiugtain the
markets in which we operate. Any economic declin@ aesult of a natural disaster, adverse weatilespill or other marmade disaster can reduce
demand for loans and our other products and sexvice

Such events could also affect the stability of deposit base, impair the ability of borrowers tpag outstanding loans (resulting in incree
delinquencies, foreclosures and loan losses), intbaivalue of collateral securing such loans, eaignificant property damage, result in loss oEraie
and/or cause us to incur additional expenses. Tharence of any such event could, therefore, résudecreased revenue and loan losses that |
material adverse effect on our business, finamdadition, results of operations and growth prospec

We are subject to a variety of risks in connectiaith any sale of loans we may conduct.

As discussed elsewhere in this document, we sellinemortgage loans that we originate as well@dof our consumer loans. In connection with ¢
sales, we are typically required to make represiengand warranties to the purchaser about theslsald and the procedures under which those
have been originated. If these representationswardanties are incorrect, we may be required t@enmuify the purchaser for its losses or we ma
required to repurchase part or all of the affetdehs. Borrower fraud may also causgaibave to repurchase loans that we have solde léne require
to make any indemnity payments or repurchases ambtlhave a remedy available to us against a sbbainterparty, we may not be able to recove
losses resulting from these indemnity paymentsrapdrchases. Consequently, our results of opesatiay be adversely affected.

Factors outside our control could result in impairemt of or losses with respect to our investmentsiies.

There are many factors beyond our control thatsignificantly influence, and adversely change, fdie value of the securities in our portfolio. Fars
include, for example, rating agency downgradesefsecurities, defaults by the issuer or contiriosthbility in the capital markets. Any of thesettas
among others, could cause other-ttamporary impairments and realized and/or unredliaeses in future periods and declines in othemgehensiv
income, which could materially and adversely affeat business, results of operations, financialdd@n and growth prospects. The process
determining whether impairment of a security iseotthantemporary usually requires difficult, subjectivedgiments about the future finan
performance and liquidity of the issuer and anyatetal underlying the security in order to asshesprobability of receiving all contractual pripal anc
interest payments on the security.

We may need to raise additional capital in the foguto execute our business strategy.

In addition to the liquidity that we require to clutt our day-to-day operations, the Company, consaidated basis, and Investar Bank, on a stémuk
basis, must meet certain regulatory capital requergs. With the implementation of certain new ratpry requirements, such as the Basel Ill accod
the capital requirements enacted under the DoddkFvdall Street Reform and Consumer Protection Ac2@l0, or the Doddrrank Act, financie
institutions will be required to establish highangible capital requirements. Also, we may needalp finance acquisitions.

Our ability to raise additional capital dependsconditions in the capital markets, economic condgiand a number of other factors, including inw
perceptions regarding the banking industry, mackeiditions and governmental activities, and onfmancial condition and performance. Accordin
there can be no assurances that we will be abtaise additional capital if needed or on terms piatde to us. If we fail to maintain capital to nt
regulatory requirements, our business, financiatlit®n, results of operations and growth prospeotdd be materially and adversely affected.
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Competition in our industry is intense, which coulitiversely affect our growth and profitability.

We face substantial competition in all areas of operations from a variety of different competitansany of which are larger and have substan
greater resources than we have, including highat &ssets and capitalization, a more extensiveeatablished branch network, greater access toad
markets and a broader offering of financial semic&uch competitors primarily include national,joegl and community banks within the various mas
in which we operate. Because of their scale, mdnjyhese competitors can be more aggressive thanaweon loan and deposit pricing. We also
competition from many other types of financial ingtons, including savings and loans, credit usiofinance companies, brokerage firms, insur
companies, factoring companies and other finariniekrmediaries. Many of these entities have fevegulatory constraints and may have lower
structures than we do.

Our industry could become even more competitivea assult of legislative and regulatory changes ai as continued consolidation. The incre:
regulatory requirements imposed on financial inftins as well as the economic downturn in the éthBtates have already resulted in the consolit
of a number of financial institutions, in addititmacquisitions of failed institutions. We expedt#ional consolidation to occur. Finally, techngjoha:
lowered barriers to entry and made it possiblenfar-banks to offer products and services traditionptiyvided by banks, such as automatic transfe
automatic payment systems. If we are unable toessfolly compete, our business, financial condjtresults of operations and growth prospects ve
materially adversely affected.

We may fail to realize the anticipated benefitsafr recent acquisition.
The success of our recent acquisition of FCB véfpehd on a number of factors, including the foltoyvi
« our ability to realize anticipated long-term cosviegs and the amount of such realized savings;
« the extent to which we are able to retain acquirestomer relationships;
« how profitably (if at all) we deploy funds acquirgdthe transaction; and
« our ability to successfully manage the combinedaijens.
If we are not able to successfully achieve thegectives, the anticipated benefits of the acquisitnay not be realized fully or at all or may tédeger tc
realize than expected. We also may experiencedrerkcredit costs or need to take additional mavkd@and make additional provisions to the allow.

for loan losses on the loans acquired from FCB¢tviwould reduce the benefits of the acquisitiony Ahthese factors could adversely affect our faial
condition and results of operations in the future.

If the goodwill that we recorded in connection with business acquisition becomes impaired, it cotdduire charges to earnings, which would hav
negative impact on our financial condition and relis of operations.

Goodwill represents the amount by which the costroficquisition exceeded the fair value of nettasse acquired in connection with the purchas
another financial institution. We review goodwibirfimpairment at least annually, or more frequeiftgvents or changes in circumstances indicatethte
carrying value of the asset might be impaired.

We determine impairment by comparing the impliedd ¥alue of the reporting unit goodwill with thereging amount of that goodwill. If the carryi
amount of the reporting unit goodwill exceeds tmplied fair value of that goodwill, an impairmenss is recognized in an amount equal to that e;
Any such adjustments are reflected in our resdltsperations in the periods in which they becomevkm As of December 31, 2014, our goodwill tot;
$2.7 million. While we have not recorded any sudipairment charges since we initially recorded tbedyvill, there can be no assurance that our f
evaluations of goodwill will not result in findingsf impairment and related writgewns, which may have a material adverse effecownfinancia
condition and results of operations.

We may face risks with respect to future acquisgitso

When we attempt to expand our business in Louiszamhother states through mergers and acquisitwaseek targets that are culturally similar tc
have experienced management and possess eithéicaignmarket presence or have potential for impm profitability through economies of scale
expanded services. In addition to the general r&gsociated with our growth plans highlighted ab@aeguiring other banks, businesses or brat
involves various risks commonly associated withuggitjons, including, among other things:

« the time and costs associated with identifying ewaluating potential acquisition and merger targets

« inaccuracies in the estimates and judgments useddloate credit, operations, management and maskstwith respect to the target institution;
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« the time and costs of evaluating new markets, dnieixperienced local management and opening newlbaations, and the time lags between t
activities and the generation of sufficient asseis deposits to support the costs of the expan

« our ability to finance an acquisition and possitilation to our existing shareholders;
« the diversion of our management’s attention tongotiation of a transaction;
« the incurrence of an impairment of goodwill asstedavith an acquisition and adverse effects orresults of operations;
« entry into new markets where we lack experiencd; an
« risks associated with integrating the operatiors ersonnel of the acquired business in a manmagmprmits growth opportunities and does
materially disrupt existing customer relationshipsesult in decreased revenues resulting froml@ss/of customer:
With respect to the risks particularly associatéith whe integration of an acquired business, we sraounter a number of difficulties, such as:
« customer loss and revenue loss;
« the loss of key employees;
« the disruption of our operations and business;
« our inability to maintain and increase competipresence;
« possible inconsistencies in standards, controlgaiores and policies; and/or
« unexpected problems with costs, operations, pegdptathnology and credit.
In addition to the risks posed by the integrationcpss itself, the focus of managemerdttention and effort on integration may resuliaitack o

sufficient management attention to other imporiasties, causing harm to our business. Also, geneagtet and economic conditions or governmt
actions affecting the financial industry generatigy inhibit our successful integration of an acedibusiness.

We expect to continue to evaluate merger and aitignipportunities that are presented to us antaot due diligence activities related to pos:
transactions with other financial institutions. Agesult, merger or acquisition discussions andsoime cases, negotiations may take place and
mergers or acquisitions involving cash, debt oritgcgecurities may occur at any time. Historicalligquisitions of norfailed financial institutions involv
the payment of a premium over book and market walard, therefore, some dilution of our book vaud net income per common share may occ
connection with any future transaction. Failuredalize the expected revenue increases, cost savirggeases in geographic or product presencek
other projected benefits from an acquisition cdutbe a material adverse effect on our businesandial condition, results of operations and grc
prospects.

A lack of liquidity could adversely affect our altiy to fund operations and meet our obligations ey become dut

Liquidity is essential to our business. Liquiditgkris the potential that we will be unable to meet obligations as they come due because of doility:
to liquidate assets or obtain adequate funding.pffmary source of the Bargfunds are customer deposits and loan repaymehiig borrowings are
secondary source of liquidity. Our access to deépasid other funding sources in adequate amount®@aracceptable terms is affected by a numkt
factors, including rates paid by competitors, nesuavailable to customers on alternative investsant general economic conditions. Any declir
available funding could adversely impact our apitiv originate loans, invest in securities, meat expenses, pay dividends to our shareholdersy
fulfill obligations such as repaying our borrowings meeting deposit withdrawal demands, any of Wwidould have a material adverse impact or
business, financial condition, results of operatiand growth prospects.
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We rely on information technology and telecommunimns systems and thirgarty vendors, and our failure to effectively imphent new technolocg
or a breach, computer virus or disruption of sereicould adversely affect our operations and finaalccondition.

Our industry is undergoing rapid technological aemwith frequent introductions of new technolalyi#en products and services. We believe
improved technology allows us to serve our custeniera more efficient and less costly manner. Chilita to compete successfully to some ex
depends on whether we can implement new technaldagieprovide products and services to our custoradtige avoiding significant operatior
challenges that increase our costs or delay fytléementation of technology enhancements or newyatsd especially relative to our peers (man
which have greater resources to devote to techimalbignprovements).

Although new technologies enable us to enhanceithéucts and services we offer our customers,tétBnology exposes us to certain risks. First
successful and uninterrupted functioning of ouoinfation technology and telecommunications systisrsitical to our business. We outsource mar
our major systems, such as data processing, logitisg and deposit processing. If one of thesedtharty service providers terminates their relatigp
with us or fails to provide services to us for aegson or provides such services poorly, our basiméll be negatively affected. In addition, we niz
forced to replace such vendor, which could interoyy operations and result in a higher cost to us.

Another risk associated with our reliance on tebbgy is our potential vulnerability to security behes, denial of service attacks, viruses, worna
other disruptive problems caused by hackers asagelb damage from physical theft, fire, power lésfecommunications failure or a similar catastio
event. We have attempted to address these conlogrhacking up our systems as well as retainingifiealthird-party vendors to test and audit
network. However, there can be no guarantees tiraefforts will continue to be successful in avamliproblems with our information technology
telecommunications systems. If our efforts are oosssful, security breaches, viruses and othemtdoyy disruptions could expose us to cla
regulatory scrutiny, litigation and other possilibilities, in addition to a loss of the confidenof our existing customers in the reliability afrsystems.

We are subject to environmental liability risk assated with our lending activities.

A significant portion of our loan portfolio is seed by real property. Also, in the ordinary coucdebusiness, we may foreclose on and take tit
properties securing certain loans or purchaseesgate to expand our facilities. In doing so, theerisk that hazardous or toxic substances doailfiunt
on these properties. If hazardous or toxic subsgace found, we may be liable for remediations;ast well as for personal injury and property dgm
Environmental laws may require us to incur subgheipenses and may materially reduce the affgutepertys value or limit our ability to use or s
the affected property. The remediation costs arydodimer financial liabilities associated with arvieanmental hazard could have a material advergei
on our business, financial condition, results oéragpions and growth prospects. In addition, futaves or more stringent interpretations or enforcet
policies with respect to existing laws may increage exposure to environmental liability. Althougtanagement has policies and procedures to pe
an environmental review before the loan is recoraled before initiating any foreclosure action oal igroperty, these reviews may not be sufficie
detect all potential environmental hazards.

Risks Related to Our Industry
We operate in a highly regulated environment, whicbuld restrain our growth and profitability.

We are subject to extensive regulation and sugervithat governs almost all aspects of our opemationcluding, among other things, our lent
practices, capital structure, investment practidesdend policy, operations and growth. These land regulations, and the supervisory framework
oversees the administration of these laws and adguk, are primarily intended to protect consumdepositors, the Deposit Insurance Fund an
banking system as a whole, and not shareholdercaumdterparties. Furthermore, new proposals foislatpn continue to be introduced in the |
Congress that could further substantially incre@spilation of the financial services industry, impaestrictions on our operations and our abit
conduct business consistent with historical prastiéncluding in the areas of compensation, intesges, financial product offerings and disclosyianc
have an effect on bankruptcy proceedings with edpeconsumer residential real estate mortgagmeng other things.

Our efforts to comply with these additional lawsgulations and standards are likely to result andased expenses and a diversion of managemei
and attention. The information under the headingp&yvision and Regulatiorii Item 1, Business, provides more information rdgsy the regulatol
environment in which we and the Bank operate.
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Financial reform legislation enacted by Congressliwamong other things, tighten capital standardsié result in new laws and regulations that like
will increase our costs of operations.

The Dodd-Frank Act was signed into law on July 2010. This law significantly changed the thexisting bank regulatory structure and affectec
lending, deposit, investment, trading and operatntvities of financial institutions and their Holg companies. The Doderank Act changes tl
regulatory structure to which we are subject in etons ways, including, but not limited to, the deling:

« The base for FDIC insurance assessments has bargechto a bank’average consolidated total assets minus aveaagéble equity, rather th
upon its deposit base, while the FI's authority to raise insurance premiums has beparsled

« The current standard deposit insurance limit has lpermanently raised to $250,000.

« The FDIC must raise the ratio of reserves to depdsom 1.15% to 1.35% for deposit insurance puepds/ September 30, 2020 and odiSet the
effec” of increased assessments on insured depositoityfitsts with assets of less than $10.0 billi

« The interchange fees payable on debit card transadbave been limited.
« There are multiple new provisions affecting corpeigovernance and executive compensation at alichutraded companies.

« All federal prohibitions on the ability of finand¢imstitutions to pay interest on commercial demdagosit accounts have been repealed.

Our management continues to assess the impactroopetations of the DodBrank Act and its regulations, many of which hae¢ tp be proposed
adopted or are to be phased-in over the next deweraths and years. Because the impact of manlgeofegulations adopted pursuant to the Dbdahk
Act’'s may not be known for some time, it is diffictio predict at this time what specific impact theddfrank Act will have on us. However, it
expected that at a minimum our operating and canpé costs will increase, and our interest expeosl increase.

In addition to the foregoing, the Dodd-Frank Adiagdished the Bureau of Consumer Financial Praiedthe “CFPB”)as an independent entity within
Federal Reserve. The CFPB has broad rulemakingnggpry and enforcement authority over consunrericial products and services, including de|
products, residential mortgages, home-equity l@aascredit cards, as well as with respect to gertertgagerelated matters, such as steering incent
determinations as to a borroneBbility to repay and prepayment penalties. IndaP013, the CFPB issued a bulletin indicatingritention to revie\
the policies and practices of indirect auto lendedth regard to pricing activities and advising@ignders to take appropriate steps to ensure ¢amog
with the fair lending provision of the Equal Cre@ipportunity Act, or the ECOA. Additionally, the €B has begun investigating indirect auto len
over the sale and financing of extended warramtiesother adan products. Although we believe our auto lendiracpices comply with existing law a
regulation, new rulemaking by the CFPB as well egdment actions it brings to enforce the ECOA beotaws within its jurisdiction, if applicable the
Bank, could require us to cease or alter our andihg practices, which in turn could have a materverse effect on our business, results of tipes
financial condition and growth prospects.

Federal and state regulators periodically examinerdusiness, and we may be required to remediateessie examination findings.

The Federal Reserve, the FDIC and the Louisiane®©€f Financial Institutions, or the OFI, perically examine our business, including our compli:
with laws and regulations. If, as a result of aareination, a federal banking agency were to detertiiat our financial condition, capital resourcesse
quality, earnings prospects, management, liquidiitgther aspects of any of our operations had beaamsatisfactory, or that we were in violation ny
law or regulation, it may take a number of diffaresmedial actions as it deems appropriate. Thetiena include the power to enjoin “unsafe or umstiu
practices, to require affirmative action to corraaty conditions resulting from any violation or giee, to issue an administrative order that ca
judicially enforced, to direct an increase in oapital, to restrict our growth, to assess civil mt@amy penalties against our officers or directtygemovwi
officers and directors and, if it is concluded teath conditions cannot be corrected or there isnamnent risk of loss to depositors, to terminate
deposit insurance and place us into receivershigooservatorship. If we become subject to any eggoy} actions, it could have a material adversed
on our business, results of operations, finan@abtdion and growth prospects.
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We may be required to pay significantly higher FDIdeposit insurance premiums in the future.

The deposits of Investar Bank are insured by thECRIp to legal limits and, accordingly, subjediitthe payment of FDIC deposit insurance assess:
A bank’s regular assessments are determined by its askifitation, which is based on its regulatory wdpevels and the level of supervisory con
that it poses. In connection with the recent ecdnaecession, insured depository institution fakiras well as deterioration in banking and ecoc
conditions generally and significantly increasessks of the FDIC, resulted in a decline in thegiegied reserve ratio of the FDIC to historical loWs
restore this reserve ratio and bolster its fungiogition, the FDIC imposed a special assessmerttepository institutions and also increased de
insurance assessment rates. Further increasesassagent rates are possible in the future, esfyeifitiere are additional bank failures. Any inase it
deposit insurance assessment rates, or any fybeas assessment, could materially and adverdédgtaour business, results of operations, findi
condition and growth prospects.

The short-term and long-term impact of the new rdgtory capital rules is uncertain.

In July 2013, each of the U.S. federal banking ag=nadopted final rules implementing the recomragads of the International Basel Committe¢
Bank Supervision to strengthen the regulatory eapgquirements of all banking organizations inthmted States. The new capital framework, refeto
as Basel lll, replaces the existing regulatory @hpules for all banks, savings associations and. Bank holding companies with greater than :
million in total assets, and all savings and loaldimg companies. The final Basel Il rules becaffective with respect to the Company and the Ban
January 1, 2015, although the rules will not b&/fphased in until January 1, 2019.

The new rules establish a new regulatory capitaddsird based on Tier 1 common equity, increasenthenum Tier 1 capital riskased capital ratio, a
impose a capital conservation buffer of at lea8¥®2of common equity Tier 1 capital above the newimum regulatory capital ratios, when fully pha
in during 2019. Failure to meet the capital conagon buffer will result in certain limitations affividends, capital repurchases, and discretionanu{
payments to executive officers. The rules also ghahe manner in which a number of our regulat@pital components are calculated and the
weights applicable to certain asset categoriefiofijh there remains some uncertainty associatédtigtimplementation and regulatory interpretatif
the newly adopted standards, we expect that therakes will generally require us to maintain greamounts of regulatory capital. The new rules
also limit or restrict how we utilize our capit#. significant increase in our capital requiremecsild have a material adverse effect on our bus,
financial condition, results of operations or prests.

We are subject to numerous laws designed to protertsumers, including the Community ReinvestmenttAand fair lending laws, and failure t
comply with these laws could lead to a wide varietyganctions.

The Community Reinvestment Act, or CRA, the ECO#g Fair Housing Act and other fair lending laws aggulations impose nondiscriminatory lenc
requirements on financial institutions. The Depaniof Justice and other federal agencies enfbesetlaws and regulations, but private parties atet
have the ability to challenge an institution’s pemiance under fair lending laws in private clag®oaditigation. If an institution performance under t
Community Reinvestment Act or fair lending laws aedulations is found to be deficient, the insiitiotcould be subject to damages and civil mq
penalties, injunctive relief, restrictions on mesgg@and acquisitions activity, restrictions on exgan and restrictions on entering new businesss,
among other sanctions. In addition, the FBI@ssessment of our compliance with CRA provisisriaken into account when evaluating any appbe
we submit for, among other things, approval of doquisition or establishment of a branch or othegadit facility, an office relocation, a mergertbe
acquisition of another financial institution. Owiléire to satisfy our CRA obligations could, at aimum, result in the denial of such applicatiomsi
limit our growth.

We face a risk of noncompliance and enforcementiastwith the Bank Secrecy Act and other anti-monkeyindering statutes and regulations.

The Bank Secrecy Act, the USA PATRIOT Act of 20@hd other laws and regulations require financisfifutions, among other duties, to institute
maintain an effective antironey laundering program and file suspicious dgtignd currency transaction reports as approprigte. federal Financi
Crimes Enforcement Network is authorized to impsigmificant civil money penalties for violations tifose requirements and has recently engac
coordinated enforcement efforts with the individfederal banking regulators, as well as the U.SdBtenent of Justice, Drug Enforcement Administra
and Internal Revenue Service. We are also suljdocteased scrutiny of compliance with the rule®orced by the Office of Foreign Assets Contrc
our policies, procedures and systems are deemétledef we would be subject to liability, includiftmes and regulatory actions, which may incl
restrictions on our ability to pay dividends and tiecessity to obtain regulatory approvals to @rdaeith certain aspects of our business plan, dicl
our acquisition plans. Failure to maintain and iempént adequate programs to combat money laundanidderrorist financing could also have ser
reputational consequences for us. Any of theselteesauld materially and adversely affect our bass) financial condition, results of operations
growth prospects.

25




Risks Related to an Investment in our Common Stock

The market price of our common stock may be voltivhich may make it difficult for investors to $eheir shares at the volume, prices and tin
desired.

The market price of our common stock may fluctuatbstantially due to a variety of factors, manymbich are beyond our control, including, with
limitation:

« actual or anticipated variations in our quarterig @annual operating results, financial conditiomsset quality;

« changes in general economic or business conditiimib,domestically and internationally;

« the effects of, and changes in, trade, monetary faodl policies, including the interest rate p@& of the Federal Reserve, or in laws
regulations affecting u:

« the number of securities analysts covering us;

« publication of research reports about us, our caitapg, or the financial services industry gengratir changes in, or failure to meet, secur
analyst’ estimates of our financial and operating perforneanc lack of research reports by industry analgsteasing of coverag

« changes in market valuations or earnings of congsathiat investors deemed comparable to us;
» the average daily trading volume of our commonlstoc

« future issuances of our common stock or other #ezsr

«» additions or departures of key personnel;

« perceptions in the marketplace regarding our coitapgand/or us;

« significant acquisitions or business combinatigtigtegic partnerships, joint ventures or capitahmitments by or involving our competitors or
and

« other news, announcements or disclosures (whethes br others) related to us, our competitors,coue market or the financial services industry.

The stock market and, in particular, the markefiftancial institution stocks have experienced gigant fluctuations in recent years. In many casessi
changes have been unrelated to the operating pefme and prospects of particular companies. litiaddsignificant fluctuations in the trading vohe
in our common stock may cause significant pricéagimns to occur. Increased market volatility masgtemially and adversely affect the market pricewar
common stock, which may make it difficult for intess to sell their shares at the volume, pricestanes desired.

We are an “emerging growth companygnd the reduced reporting requirements applicabted@merging growth companies may make our comt
stock less attractive to investors.

We are an “emerging growth compangs defined in the Jumpstart Our Business Startugp®#2012, or the JOBS Act. While we retain thistgs, wi
intend to take advantage of certain exemptions fyanious reporting requirements that are applicablether public companies that are not emel
growth companies, including reduced disclosuregaliibns regarding executive compensation in oupgir reports and proxy statements and exemg
from the requirements of holding a nonbinding adsisvote on executive compensation and sharehalderoval of any golden parachute payment:
previously approved. We will continue to be an egimeg growth company until the earliest to occutha following: (1) December 31, 2019; (2) the
day of the fiscal year in which we have more thard®illion in annual revenues; (3) the date onclvhire have more than $700 million in market valt
our common stock held by non-affiliates; or (4) tdete on which we have issued more than $1.0 billionon-convertible debt over a thrgear perioc
We cannot predict if investors will find our commstock less attractive because we may rely on teesmptions, or if we choose to rely on additi
exemptions in the future. If some investors find oammon stock less attractive as a result, theag be a less active trading market for our cormr
stock and our stock price may be more volatile.

Shares eligible for future sale could have a dilw effect.

Shares of our common stock eligible for future saleluding those that may be issued in any prigatpublic offering of our common stock for cashes
incentives under incentive plans, could have aidéueffect on the market for our common stock eadld adversely affect market prices. As of Mar8}
2015, there were 40,000,000 shares of our comnaak siuthorized, of which 7,268,344 shares weretandéng.
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Our dividend policy may change without notice, andr future ability to pay dividends is subject testrictions.

Holders of our common stock are entitled to receinly such cash dividends as our board of direatwag declare out of funds legally available for
payment of dividends. We have no obligation to g paying dividends, and we may change our diddgolicy at any time without notice to «
shareholders.

Since the Compang’primary asset is its stock of Investar Bank, veedependent upon dividends from the Bank to payoparating expenses, satisfy
obligations and to pay dividends on the Compangdommon stock. Accordingly, any declaration angingent of dividends on common stock \
substantially depend upon the Basikarnings and financial condition, liquidity arapital requirements, the general economic and atoyl climate an
other factors deemed relevant by our board of ttirec Furthermore, consistent with our strateganp) growth initiatives, capital availability, pecjec
liquidity needs, and other factors, we have madd,sill continue to make, capital management denssiand policies that could adversely impac
amount of dividends, if any, paid to our commonrshalders.

In addition, there are numerous laws and bankigglations that limit our and Investar Baslability to pay dividends. For Investar Bank, fedienc
state statutes and regulations require, among ¢iiregs, that the Bank maintain certain levels apital in order to pay a dividend. Further, state
federal banking authorities have the ability tatniesthe payment of dividends by supervisory attidt the holding company level, the Federal Rez
Board has indicated that bank holding companiesldrearefully review their dividend policy in relan to the organizatios’overall asset quality, level
current and prospective earnings and level, cortiposind quality of capital. The guidance requitest a company inform and consult with the Fec
Reserve Board prior to declaring and paying a @ndlthat exceeds earnings for the period for wttiehdividend is being paid or that could resulan
adverse change to its capital structure.

Our Restated Atrticles of Incorporation and By-lawand certain banking laws applicable to us, couldve an antitakeover effect that decreases
chances of being acquired, even if our acquisitignin our shareholders’ best interests.

Certain provisions of our restated articles of mpopation and our byaws, as amended, and federal banking laws, inofudegulatory approv
requirements, could make it more difficult for ardhparty to acquire control of our organizationaanduct a proxy contest, even if those events
perceived by many of our shareholders as beneficitlieir interests. These provisions, and the @ate and banking laws and regulations applicad
us:

« enable our board of directors to issue additiohares of authorized, but unissued capital stockealrticular, our board may issue “blank check”
preferred stock with such designations, rights gnederences as may be determined from time to liyre board

« enable our board of directors to increase thedfitlee board and fill the vacancies created byinbeease;
« enable our board of directors to amend our by-Mitlsout shareholder approval;

« require advance notice for director nominations atiner shareholder proposals; and

« require prior regulatory application and approvighay transaction involving control of our orgartiza.

These provisions may discourage potential acqoisifiroposals and could delay or prevent a changmritrol, including circumstances in which
shareholders might otherwise receive a premium the=market price of our shares.

Our issuance of preferred stock could adverselyeatfholders of our common stock and discourage ketaver.

Our shareholders authorized our board of directorgsssue up to 5,000,000 shares of preferred stdttkout any further action on the part of

shareholders. The board also has the power, witsltarteholder approval, to set the terms of angsefi preferred stock that may be issued, inclt
voting rights, dividend rights, preferences over common stock with respect to dividends or inekrent of a dissolution, liquidation or winding upd
other terms. In the event that we issue prefert@eksn the future that has preference over ourrnomstock with respect to payment of dividendspon
our liquidation, dissolution or winding up, or ifenissue preferred stock with voting rights thatigilthe voting power of our common stock, the sgbl
the holders of our common stock or the market pofceur common stock could be adversely affectedaddition, the ability of our board of directon
issue shares of preferred stock without any aatiorthe part of our shareholders may impede a takeoivus and prevent a transaction perceived

favorable to our shareholders.
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Holders of the junior subordinated debentures hanghts that are senior to those of our common shhaotders.

In connection with the FCB merger, we assumed jusidbordinated debentures issued by FCB. At DeceBhe2014, we had trust preferred secul
and accompanying junior subordinated debenturels avitarrying value of $3.6 million. Payments of fiwncipal and interest on the trust prefe
securities of these trusts are conditionally guiassoh by us. Further, the junior subordinated delyeatwe issued to the trusts are senior to oueshz
common stock. As a result, we must make paymentsejunior subordinated debentures before anyldiwds can be paid on our common stock ar
the event of our bankruptcy, dissolution or liquida, the holders of the junior subordinated debeyg must be satisfied before any distributions lms
made on our common stock. We have the right tordé&yributions on our junior subordinated debesasufand the related trust preferred securitiesyf
to five years, during which time no dividends maydaid on our common stock.

An investment in our common stock is not an insurddposit and is subject to risk of los

Our common stock is not a bank deposit and, thexefe not insured against loss by the FDIC, arpodi insurance fund or by any other public or pid
entity. Investment in our common stock is inhenengky for the reasons described in this “RisktBeg’ section and elsewhere in this Annual Repo
Form 10K and is subject to the same market forces thatathe price of common stock in any company. Assalt, an investor may lose some or a
his or her investment in our common stock.

Item 1B. Unresolved Staff Comments

Not applicable

Item 2. Properties

Our main office is located at 7244 Perkins RoaBaton Rouge, Louisiana, in an approximately 4,9itase foot building built in May 2008. In addit
to our main office, we operate ten branch offieesated in Ascension, East Baton Rouge, Jeffersafaykette, Livingston, St. Tammany, Tangipahoa
West Baton Rouge Parishes, Louisiana, as well m®réggage and loan operations center and a sepaxateitive and operations center, each in E
Rouge. We also have four stand-alone automatest takhchines in Baton Rouge.

We own our main office and all of our branch siteach branch facility is a stand-alone buildingyipged with an automatic teller machine andsia-
parking as well as providing for driugs access. We believe that our facilities are iadgcondition and are adequate to meet our operageds for th
foreseeable future.

We have begun construction on a new branch sibeiirBaton Rouge market, which we expect to opahénsecond quarter of 2015, subject to regul;
approval. We also own two tracts of land in Ascengarish, one in St. Mary parish and one in Latayparish, each of which has been designate:
future branch location, although the timing of tevelopment of these tracts is uncertain.

Item 3. Legal Proceedings

From time to time we are party to ordinary routlitigation matters incidental to the conduct of dawsiness. We are not presently party to any
proceedings the resolution of which we believe wWduve a material adverse effect on our businesmdial condition, results of operation, cash #
growth prospects or capital levels nor were anyguroceedings terminated during the fourth quart@014.

Item 4. Mine Safety Disclosures

Not applicable
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PART Il

Item 5. Market for Registrant's Common Equity, Relaed Stockholder Matters and Issuer Purchases of Edty Securities

Our common stock is listed on the NASDAQ GlobaleBelMarket (the “NASDAQ”) under the symbol “ISTRAs of March 23, 2015, there wt
approximately 1,119 holders of record of our comratmtk, and the closing sales price of our comntockson that date was $16.60.

The following table sets forth the reported highd dow sales price of our common stock as quotedhenNASDAQ during each quarter since
completed our initial public offering and begardirag on July 3, 2014. Prior to that date, there m@apublic trading market for our common stock.

2014 High Low
4th quarte| $ 15.0C $ 13.0C
3rd quarte! $ 19.0C $ 13.0¢

The following table sets forth the amounts of dérds declared during each quarterly period in 20482014. The amounts in the table below for :
reflect the dividends declared on Investar Bardommon stock. As noted above in Item 1, Busiriaddpvember 2013, the Company completed a
exchange with the Bank’s shareholders, resultinthenBank becoming a wholly-owned subsidiary of@tmenpany.

2014 Amount Per Share

4th quarte| $ 0.007(¢
3rd quartel 0.006¢
2nd quarte 0.012:
1st quarte 0.0122
2013

4th quartel 0.0121
3rd quarte! 0.012c
2nd quarte 0.011¢
1st quarte 0.011¢

Stock Performance Graph

The following graph compares the cumulative toglim on our common stock over a measurement pbdgahning July 3, 2014 with (i) the cumulal
total return on the stocks included in the Rus3@00 Index and (ii) the cumulative total returntbe stocks included in the SNL Index of Banks '
assets between $500 million and $1 billion. Théguerance graph assumes that the value of the imeggtin our common stock, the Russell 3000 Ii
and the SNL Index of Banks was $100 at July 3, 2€1d date our common stock began publicly tradinghe NASDAQ, and that all dividends w
reinvested.

=——|STR == Russell 3000 SNLU.S. Bank $500M-$1B

110.00

105.00

100.00 <=

Index Value

85.00 A= T e L B B o e A i :
7/3/14 7/31/14 8/31/14 9/30/14 10/31/14 11/30/14 12/31/14
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Period Ending

Index 7/3/2014 7/31/2014 8/31/2014 9/30/2014 10/31/2014 11/30/201< 12/31/2014

Investar Holding Corporatio $ 100.0C $ 99.7¢ $ 99.2¢ $ 9466 $ 99.6¢ $ 98.06 $ 98.6¢
Russell 300( 100.0¢ 96.8¢ 100.8¢ 98.7¢ 101.51 103.97 103.97
SNL U.S. Bank $500I-$1B 100.0(¢ 99.51 100.6¢ 100.3( 102.7(C 103.5¢ 104.4¢

There can be no assurance that our common stoftkip@nce will continue in the future with the saaresimilar trends depicted in the performance g
above. We will not make or endorse any predictem$o future stock performance.

The information provided under the heading “StoekfBrmance Graph” shall not be deemed to be “stilicj material” or to be “filed” with the SEC ¢
subject to its proxy regulations or to the liabéi of Section 18 of the Securities Exchange At984, as amended, other than as provided in lteing
Regulation K. The information provided in this section shailt the deemed to be incorporated by reference infoféing under the Securities Act
1933, as amended, or the Securities Exchange A&3, as amended.

Dividend Policy

The Company intends to declare dividends on a etiarbasis. Since we are a holding company withmaderial business activities, our ability to
dividends is substantially dependent upon the tghilf Investar Bank to transfer funds to us in foem of dividends, loans and advances. The Bank’
ability to pay dividends and make other distribntcand payments to us depends upon the Bae&inings, financial condition, general econt
conditions, compliance with regulatory requiremesutsl other factors. In addition, the Bagldbility to pay dividends to us is itself subjsztvariou:
legal, regulatory and other restrictions. See &uigion and Regulation—Dividend#i Item 1, Business, above for a discussion ofréstrictions o
dividends under federal banking laws and regulatidn addition, as a Louisiana corporation, wesafgiect to certain restrictions on dividends uritie
Louisiana Business Corporation Act. Generally, aitiana corporation may pay dividends to its shalagrs unless, after giving effect to the divide
either (1) the corporation would not be able to jiaydebts as they come due in the usual coursmisiness or (2) the corporatiorietal assets are le
than the sum of its total liabilities and the amiotimat would be needed, if the corporation werbdalissolved at the time of the payment of thedgind
to satisfy the preferential rights of shareholder®se preferential rights are superior to thoseivérg the dividend. Finally, our ability to payvitiend:
may be limited on account of the junior subordidateebentures that we assumed in the FCB acquisitdm must make payments on the ju
subordinated debentures before any dividends cgaideon our common stock.

These restrictions do not, and are not expecteaberfuture to, materially limit the Compasyability to pay dividends to its shareholders mnaanoun
consistent with the Company’s history of payingidiands.

Issuer Purchases of Equity Securities

(d) Maximum Number

(c) Total Number (or
of Shares (or Units) Approximate Dollar
Purchased as Part Value) of Shares (or
(a) Total Number of (b) Average Price of Publicly Units) That May Be
Shares (or Units) Paid per Share (or Announced Plans Purchased Under the
Period Purchased®) Unit) or Programs Plans or Programs
October 1, 2014 to October 31, 2( - % - - 8 =
November 1, 2014 to November 30, 2( - - - -
December 1, 2014 to December 31, 2 71 14.0¢ - -
71 % 14.0¢ - $ -

(@) Represents shares surrendered to cover the ptgxe#i due upon the vesting of restricted st
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Unregistered Sales of Equity Securities

On February 17, 2014, prior to its initial publiffesing on July 1, 2014, the Company granted arreggte of 216,000 stock options and awarded 1!
shares of restricted stock to key personnel, whidres are subject to service-based vesting conslitinder the Investar Holding Corporation 2014d-on
Term Incentive Compensation Plan, the issuancehiéhwvas contingent upon the effectiveness of B®.1Upon the completion of the IPO, 216,
options and 8,489 shares of restricted stock wsseed to those recipients who remained employethdBank. Since the grants and awards of
securities were transactions under a compensatgfiv plan, the grants and awards were deemed &xémpt from registration under the Securities
of 1933, as amended, in reliance upon the exemfition registration provided by Rule 701 under tleeBities Act. The Company did not receive
cash proceeds in connection with these grants aadia.

Use of Proceeds

On June 30, 2014, the Company’s Registration Stteon Form S-1 (File No. 3386014) for its initial public offering of commomogk was declare
effective by the SEC, pursuant to which the Compsolg an aggregate of 3,285,300 shares of its camstaxk at a public offering price of $14.00
share. The Company received net proceeds of $4illiénrfrom the sale of such shares after deductipproximately $3.0 million in underwriti
commissions and approximately $1.3 million in affgr expenses payable by the Company. There has feenaterial change in the planned us
proceeds from our initial public offering as debed in the Company’s final prospectus filed with 8EC on July 1, 2014 pursuant to Rule 424(b).

Securities Authorized for Issuance under Equity Comensation Plans

Please refer to the information under the head8egurities Authorized for Issuance under Equity §ensation Plangh Item 12, Security Ownership
Certain Beneficial Owners and Management and Rel&teckholder Matters, for a discussion of the gtées authorized for issuance under
Company'’s equity compensation plans.

Item 6. Selected Financial Data

The following table sets forth selected historiancial information and other data as of andyfears ended December 31, 2014, 2013, 2012, 204
2010. As discussed in Item 1, Business, InvestakBiéd not become a subsidiary of the Company timilcompletion of the share exchange in Nove
2013. Accordingly, the selected financial informatbelow as of and for the years ended Decembet@P, 2011, and 2010 relates only to the opers
of the Bank, while the selected financial inforratibelow as of and for the years ended Decembe2@14 and 2013 reflects the operations o
Company and the Bank on a consolidated basis. dlbeted financial information for the years endet&mber 31, 2014 and 2013 has been derivec
the audited consolidated financial statements ef @mpany as of and for such years, other thampén®rmance ratios, and the selected fina
information for the years ended December 31, 20021 and 2010 has been derived from the auditeshdial statements of Investar Bank as of an
such years, other than the performance ratios.

The selected financial information below shouldé&d in conjunction with other information contalria this report, including the information contad
in Item 7, Managemers’Discussion and Analysis of Financial Conditiod &esults of Operations, and the consolidated filadustatements and rela
notes in Item 8, Financial Statements and Suppl&aneata. Our historical results for any prioripdrare not necessarily indicative of results t
expected in any future period.

(In thousands, except share dafa)

As of December 31,

2014 2013 2012 2011 2010

Financial Condition Data:
Total asset $ 879,35« $ 634,94¢ $ 37544t $ 279,33( $ 209,46¢
Total gross loans, net of allowance for loan losses 721,55¢ 505,74« 303,01¢ 226,20¢ 163,05:
Allowance for loan losses 4,63C 3,38C 2,722 1,74¢€ 1,47¢
Investment securities 92,81¢ 62,752 44,32¢ 28,93( 22,842
Goodwill and other intangible assets 3,21¢ 3,257 2,82¢ 2,83¢ -
Noninterest-bearing deposits 70,215 72,79¢ 37,48¢ 18,20¢ 15,331
Interest-bearing deposits 557,90: 459,81: 262,18! 209,96( 168,45:
Total deposits 628,11¢ 532,60¢ 299,67( 228,16¢ 183,78¢
Long-term borrowings 25,05¢ 34,421 26,79¢ 9,57t 3,775
Total stockholders’ equity 103,38« 55,48: 43,552 35,16¢ 16,81«
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As of and for the year ended December 31,

2014 2013 2012 2011 2010
Income Statement Data:
Interest incomt $ 3136¢ $ 22472 $ 14587 $ 11,302 $ 9,71C
Interest expense 4,67¢ 3,46C 2,542 2,57¢ 3,494
Net interest income 26,69¢ 19,017 12,04t 8,72¢ 6,21€
Provision for loan losses 1,62¢ 1,02¢ 685 639 1,01¢
Net interest income after provision 25,06¢ 17,98¢ 11,36( 8,084 5,197
Noninterest income 5,86( 5,354 3,62& 2,032 2,09¢
Noninterest expense 24,38¢ 19,02¢ 11,64¢ 8,61¢ 6,19¢
Income before income taxes 6,542 4,31€ 3,34C 1,501 1,09¢
Income tax expense 1,14¢ 1,14¢ 979 502 383
Net income $ 5397 $ 3,16¢ % 2,361 % 999 $ 715

As of and for the year ended December 31,

2014 2013 2012 2011 2010
Per Common Share Data:
Basic earnings per she $ 098 3 08¢ $ 079 3 054 $ 0.51
Diluted earnings per share $ 092 $ 081 $ 071 $ 047 $ 0.43
Dividends per share $ 004 $ 0.0 $ 005 $ 0.07 $ -
Book value per share $ 1424  $ 14.0¢ $ 13.5¢ $ 128z % 11.4€
Tangible book value per shdfe $ 13.7¢  $ 1324  $ 1266 $ 11.7¢  $ 11.4€
Period end common shares outstanding 7,262,08! 3,945,11: 3,210,81¢ 2,742,20! 1,467,77¢
Basic weighted average common shares outstanding 5,533,51- 3,667,92¢ 2,998,08° 1,843,18( 1,414,25
Diluted weighted average common shares outstanding 5,777,30: 3,923,37! 3,302,66: 2,120,47: 1,680,14(
Performance Ratios:
Return on average assets 0.73% 0.64% 0.74% 0.44% 0.37%
Return on average equity 6.8C% 6.1C% 5.9C% 4.44% 4.50%
Net interest margin 3.85% 4.1C% 4.04% 4.08% 3.43%
Efficiency ratio® 74.9(% 78.07% 74.32% 80.1(% 74.5%%
Net interest income to average assets 3.63% 3.83% 3.77% 3.86% 3.20%
Dividend payout ratio 3.93% 5.44% 5.84% 12.91% -
Asset Quality Ratios:
Nonperforming assets to total assets 0.6%% 0.7%% 0.62% 0.75% 1.86%
Nonperforming loans to total loans 0.54% 0.3C% 0.02% 0.01% 2.32%
Allowance for loan losses to total loans 0.74% 0.67% 0.94% 0.7S% 0.93%
Allowance for loan losses to nonperforming loans 138.61% 227.0(% 5136.0% 6236.0% 40.0(%
Net charge-offs to average loans 0.07% 0.0%% -0.12% 0.2C% 0.68%
Capital Ratios:
Total equity to total assets 11.7€% 8.74% 11.6(% 12.5% 8.03%
Tangible common equity to tangible ass&ts 11.45% 8.27% 10.95% 11.6£% 8.03%
Tier 1 capital to average assets 12.61% 9.53% 11.55% 11.67% 8.06%
Tier 1 capital to risk-weighted assets 13.7%% 10.85% 13.0€% 14.3€% 10.42%
Total capital to risk-weighted assets 14.41% 11.51% 13.95% 15.10% 11.35%

(1) Selected consolidated financial data includes ffecteof mergers from the date of each merger. Cay ¥, 2013, Investar Bank acquired F
Community Bank, a Louisiana state bank headquartereHammond, Louisiana (“FCB"}y merger of FCB with and into Investar Bank.

October 1, 2011, Investar Bank acquired South liangsBusiness Bank, a Louisiana state bank heatdgedrin Prairieville, Louisiana (“SLBB;,

”

by merger of SLBB with and into Investar Bank. Refeces in this document to assets purchased ditities assumed in the FCB and SL
mergers reflect the fair value of such assets mfdities on the date of acquisition, unless tbatext otherwise requires. See Note 2, Acquis
Activity, in the Notes to Consolidated Financiaht®ments in Item 8, Financial Statements and Soppitary Data, for additional information ab

the FCB and SLBB transactior
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(2) Tangible book value per common share is e-GAAP financial measure. Tangible book value per wam share is calculated as total stockho’
equity less goodwill and other intangible assetdddd by the number of common shares outstandingfahe balance sheet date. We believe
the most directly comparable GAAP financial meassarbook value per share. For more information réigg our use of noGAAP financia
measures, including a reconciliation of tangibl®lbealue per common share to book value per sidease refer to the information under
heading“Non-GAAP Financial Measur” in Item 7, Manageme’s Discussion and Analysis of Financial Conditiod &esults of Operation

(3) Efficiency ratio represents noninterest expensefleli by the sum of net interest income and norésteincome. For more information regarc
our use of non-GAAP financial measures, including calculation of the efficiency ratio, please reffe the information under the heading “Non-
GAAP Financial Measur?” in Item 7, Manageme’'s Discussion and Analysis of Financial Conditiod &esults of Operation

(4) Tangible equity to tangible assets is a-GAAP financial measure. Tangible equity is caloethts total stockholde equity less goodwill ar
other intangible assets, and tangible assets ésilles#¢d as total assets less goodwill and othangible assets. We believe that the most dir
comparable GAAP financial measure is total equitytdtal assets. For more information regarding wse of nonGAAP financial measure
including a reconciliation of the ratio of tangil#quity to tangible assets to the ratio of totaligqto total assets, please refer to the inforom
under the heading “Non-GAAP Financial Measures'ltem 7, Managemerd’ Discussion and Analysis of Financial Conditiord &esults ¢
Operations
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations

This section presents management’s perspectivéaeffitancial condition and results of operationslwfestar Holding Corporation (the “Company,”
“we,” “our,” or “us”) and its wholly-owned subsidiay, Investar Bank (the “Bank”)The following discussion and analysis should beli@aconjunctiol
with the Company consolidated financial statements and relatecesi@nd other supplemental information included imerAs discussed in previc
filings, the Company did not become the holdingpmammy of the Bank until the completion of the stexehange, whereby all of the B/s shareholde!
received shares of the Company’s common stockcimaege for the Bank’common stock, in November 2013. Accordinglyreeées below to financi
condition or results of operations or to eventsimscumstances relating to dates or time period®ptd this share exchange (even if “we,” “our,” dus”

is used) relate to the Bank alone, while referersdew to financial condition or results of operats or to events or circumstances relating to dan
time periods after the share exchange pertain @0Gbmpany and the Bank on a consolidated basiessithe context explicitly dictates otherwise.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K, both in Managenstiscussion and Analysis of Financial Conditiord d&esults of Operations, and elsewt
contains forwardeoking statements within the meaning of SectioA 27 the Securities Act and Section 21E of the $i6es Exchange Act of 1934,
amended (the “Exchange Act”). These forwhrdking statements include statements relating uo mrojected growth, anticipated future finan
performance, financial condition, credit qualitydaperformance goals, as well as statements rel&tirtige anticipated effects on our business, firzd
condition and results of operations from expectdetbpments, our growth and potential acquisitiditese statements can typically be identified tgh
the use of words or phrases such as “may,” “shbtéuld,” “predict,” “potential,” “believe,” “thirk,” “will likely result,” “expect,” “continue,” “will,”
“anticipate,” “seek,” “estimate,” “intend,” “plan,”projection,” “would” and “outlook,"or the negative version of those words or otherpamable worc
or phrases of a future or forward-looking nature.

Our forwardlooking statements contained herein are based smrgdions and estimates that management believeég t@asonable in light of t
information available at this time. However, marfytltese statements are inherently uncertain andriaepur control and could be affected by
factors. Factors that could have a material efbecour business, financial condition, results oéragions, cash flows and future growth prospeatshe
found in Item 1A, Risk Factors. These factors idelubut are not limited to, the following, any aremore of which could materially affect the outanf
future events:

« business and economic conditions generally antiérfinancial services industry in particular, wiegtinationally, regionally or in the market:
which we operate

« our ability to achieve organic loan and depositghy and the composition of that growth;
« changes (or the lack of changes) in interest rgteksl curves and interest rate spread relatiorssthiat affect our loan and deposit pricing;

« the extent of continuing client demand for the Higvel of personalized service that is a key elegnoéiour banking approach as well as our ak
to execute our strategy genera

« our dependence on our management team, and oity &b#ttract and retain qualified personnel;

« changes in the quality or composition of our loanirovestment portfolios, including adverse develepis in borrower industries or in -
repayment ability of individual borrower

« inaccuracy of the assumptions and estimates we madstablishing reserves for probable loan loaseother estimates;

« the concentration of our business within our geplgi@areas of operation in Louisiana;

« concentration of credit exposure;

« deteriorating asset quality and higher loan chaff®-and the time and effort necessary to respteblem assets;

« alack of liquidity, including as a result of a uetion in the amount of deposits we hold or otlwaerrses of liquidity;

« our potential growth, including our entrance oraxgion into new markets, and the need for sufficapital to support that growth;

« difficulties in identifying attractive acquisitioopportunities and strategic partners that will ctangent our private banking approach;

« our ability to efficiently integrate acquisitionstdé our operations, retain the customers of acduitesinesses and grow the acquired operations;
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« the impact of litigation and other legal proceeding which we become subject;
« data processing system failures and errors;
« the expenses we will incur to operate as a publicpgany;

« competitive pressures in the consumer finance, cemtial finance, retail banking, mortgage lendingl @uto lending industries, as well as
financial resources of, and products offered byppetitors;

- the impact of changes in laws and regulations egple to us, including banking, securities andlgaws and regulations and accounting stand
as well as changes in the interpretation of suefs and regulations by our regulatc

» changes in the scope and costs of FDIC insurard¢ether coverages;
« governmental monetary and fiscal policies;

« hurricanes, other natural disasters and adversthereail spills and other mamade disasters; acts of terrorism, an outbrealosfilliies or othe
international or domestic calamities, acts of God ather matters beyond our control;

« other circumstances, many of which are beyond ountrol.

The foregoing factors should not be construed &suestive and should be read together with the athetionary statements included herein. If or
more events related to these or other risks orrtainées materialize, or if our underlying assuiops prove to be incorrect, actual results mayet
materially from what we anticipate. Accordingly,uyshould not place undue reliance on any such falemking statements.

Any forwardiooking statement speaks only as of the date owtwitiis made, and we do not undertake any obbgatd publicly update or review a
forwarddooking statement, whether as a result of new médion, future developments or otherwise. New factanerge from time to time, and it is
possible for us to predict which will arise. In &dth, we cannot assess the impact of each factoow business or the extent to which any factt
combination of factors, may cause actual resultiffer materially from those contained in any famd-looking statements. We qualify all of our forda
looking statements by these cautionary statements.

Overview

Our principal business is lending to and acceptiagosits from individuals and small to medigired businesses. We generate our income prirng
from interest on loans and, to a lesser extent,seaurities investments, as well as from fees @thig connection with our various loan and de|
services and gains on the sale of loans and sesur@ur principal expenses are interest expensaterestbearing customer deposits and borrowi
salaries, employee benefits, occupancy costs,mlataessing and operating expenses. We measureedarrpance through our net interest margin, re
on average assets, and return on average equityigpather metrics, while maintaining appropriagutatory leverage and risk-based capital ratios.

Financial Condition and Results of Operations

Our total assets grew to $879.4 million at Decenier2014, an increase of 38% from $634.9 millio®acember 31, 2013, while our total deposits |
18% from $532.6 million at December 31, 2013, t@&f million at December 31, 2014. Net income figr year ended December 31, 2014 was $5.4 m
or an increase of 70%, compared to $3.2 millionttier year ended December 31, 2013. These subbiantizases in our total assets, total depositsna
income were driven by a number of factors, inclgdtme following:

« Consummation of our acquisition of First Commurgnk, or FCB, on May 1, 2013, which contributedetssvith a fair value on the acquisition ¢
of $99.2 million, deposits with a fair value of $8énillion, $4.5 million in capital and two branchiecated in our New Orleans and Hammond ma
We recorded a bargain purchase gain of $0.9 milli@onnection with the FCB merg:

« Expansion into the Lafayette, Louisiana region,chhincluded the opening of a branch in the fourdhrter of 2013. This new branch contribt
$22.9 million and $11.5 million to our total grdssns and $78.7 million and $28.0 million to ouratadeposits at December 31, 2014 and 2
respectively

« The opening of the Highland Road branch in Batomd®o Louisiana on August 1, 2014. This new brammftrdouted $21.1 million to our to
gross loans and $45.1 million to our total depasitdecember 31, 201

« Hiring a number of key bankers in the past two gearcluding experienced commercial lenders anit tekams in the New Orleans market
private bankers and their teams in the Lafayetteketz
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Non-GAAP Financial Measures

Our accounting and reporting policies conform tocamting principles generally accepted in the UWhiBtates, or GAAP, and the prevailing practice
the banking industry. However, we also evaluatepmrformance based on certain additional metribg 8fficiency ratio, tangible book value per sl
and the ratio of tangible equity to tangible asseésnot financial measures recognized under GAA®R therefore, are considered MBAAP financia
measures.

Our management, banking regulators, many finameialysts and other investors use these@AAP financial measures to compare the capital aaey
of banking organizations with significant amountgreferred equity and/or goodwill or other intdoigi assets, which typically stem from the use @
purchase accounting method of accounting for merged acquisitions. Tangible equity, tangible asgangible book value per share or related mes
should not be considered in isolation or as a gubstfor total stockholdergquity, total assets, book value per share or #mgr aneasure calculated
accordance with GAAP. Moreover, the manner in whighcalculate tangible equity, tangible assetgjitda book value per share and any other re
measures may differ from that of other companig®nting measures with similar names. The followialgle reconciles, as of the dates set forth b
stockholdersequity (on a GAAP basis) to tangible equity ana@ltassets (on a GAAP basis) to tangible assetsandlates both our tangible book ve
per share and efficiency ratio.

As of and for the year ended December 31,

2014 2013 2012 2011 2010
Total stockholders' equity -
GAAP $ 103,38 $ 55,48: $ 4355 % 35,166 $ 16,81«
Adjustments
Goodwill 2,684 2,684 2,684 2,684 -
Other intangible: 532 573 145 155 -
Tangible equity 100,16¢ 52,22¢ 40,724 32,321 16,814
Total asset- GAAP $ 879,35« $ 634,94¢ $ 375,44¢  $ 279,33( % 209,46t
Adjustments
Goodwill 2,684 2,684 2,684 2,684 -
Other intangible: 532 573 145 155 -
Tangible assets 876,13¢ 631,68¢ 372,61, 276,491 209,46t
Total shares outstanding
Book value per shai $ 1424 $ 14.0¢ $ 13.5¢ $ 1282 $ 11.4¢€
Effect of adjustmer (0.45) (0.82) (0.88) (1.03) -
Tangible book value per share $ 13.7¢  $ 13.2¢  $ 12.6¢ $ 11.7¢  $ 11.4¢€
Total equity to total asse 11.7€% 8.74% 11.6(% 12.5% 8.03%
Effect of adjustmer (0.33) (0.47) (0.67) (0.90) -
Tangible equity to tangible
assets 11.43% 8.27% 10.93% 11.6%% 8.03%
Efficiency ratio
Noninterest expens $ 24,38 % 19,022 $ 11,64 $ 861t $ 6,19t
Income before noninterest
expenst 30,92¢ 23,34( 14,98t 10,11¢ 7,29z
Provision 1,62¢ 1,02¢ 685 639 1,01¢
Efficiency ratio 74.9(% 78.01% 74.32% 80.1(% 74.52%

Critical Accounting Policies

The preparation of our consolidated financial stegets in accordance with GAAP requires us to maitienates and judgments that affect our rept
amounts of assets, liabilities, income and expeasesrelated disclosure of contingent assets afidlities. Wherever feasible, we utilize thipdty
information to provide management with these edesmaAlthough independent third parties are engémedsist us in the estimation process, manags
evaluates the results, challenges assumptionsamaonsiders other factors which could impactehestimates. Actual results may differ from tt
estimates under different assumptions or conditions

For more detailed information about our accountpuicies, please refer to Note 1, Summary of Sigaift Accounting Policies, in the Notes
Consolidated Financial Statements contained in Befinancial Statements and Supplementary Data.fdlfowing discussion presents an overvie
some of our accounting policies and estimatesréwaiire us to make difficult, subjective or compjaggments about inherently uncertain matters \
preparing our financial statements. We believe thatjudgments, estimates and assumptions thatsevénuthe preparation of our consolidated final
statements are appropriate.
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Allowance for Loan Losse. One of the accounting policies most importarth® presentation of our financial statements reltdehe allowance for lo.
losses and the related provision for loan lossks. dllowance for loan losses is established agd$oase estimated through a provision for loan k
charged to earnings. The allowance for loan lossbased on the amount that management believebendldequate to absorb probable losses inher
the loan portfolio based on, among other thingsluations of the collectability of loans and prioan loss experience. The evaluations take
consideration such factors as changes in the nahge/olume of the loan portfolio, overall portthjuality, review of specific problem loans andreuai
economic conditions that may affect borrowesility to pay. Another component of the allowaneésses on loans assessed as impaired underckil
Accounting Standards Board (“FASB”) Accounting Stards Codification (“ASC”) Topic 310Receivable“ASC 310”). The balance of the loa
determined to be impaired under ASC 310 and tleelallowance is included in managemgettimation and analysis of the allowance for loases
Allowances for impaired loans are generally detesdibased on collateral values or the present wdlastimated cash flows.

The determination of the appropriate level of tHeveance is inherently subjective as it requiresnestes that are susceptible to significant revisie
more information becomes available. We have arbksited methodology to determine the adequacy efalfowance for loan losses that assesse
risks and losses inherent in our portfolio andfplic segments. We have an internally developedehtitht requires significant judgment to deterrtimn
estimation method that fits the credit risk chaggstics of the loans in our portfolio and portioiegments. Qualitative and environmental factoas ma
not be directly reflected in quantitative estimatedude: asset quality trends, changes in loareotnations, new products and process changesget
and pressures from competition, changes in lenglaligies and underwriting practices, trends innlaéure and volume of the loan portfolio, and nal
and regional economic trends. Changes in theserfaate considered in determining changes in tbevahce for loan losses. The impact of these fa
on our qualitative assessment of the allowancéofom losses can change from period to period basedanagemers’assessment of the extent to w
these factors are already reflected in historis l@ges. The uncertainty inherent in the estimgtimtess is also considered in evaluating the allme fo
loan losses.

Acquisition Accounting. We account for our acquisitions under ASC To,8usiness CombinationSASC 805”), which requires the use of |
purchase method of accounting. All identifiableetassicquired, including loans, are recorded atvigine (which is discussed below). If the consitien
given exceeds the fair value of the net assetsvetegoodwill is recognized. If the fair valuetbie net assets received exceeds the consideréatiem, g
bargain purchase gain is recognized. In accordaitbeASC 805, estimated fair values are subjeedipistment up to one year after the acquisition th
the extent that additional information relativectosing date fair values becomes available. Mdtedaustments to acquisition date estimated faiues
are recorded in the period in which the acquisitoourred, and as a result, previously reportedtseare subject to change.

Because the fair value measurements incorporatengs®ns regarding credit risk, no allowance farldosses related to the acquired loans is recam
the acquisition date. The fair value measuremeinéequired loans are based on estimates relategpected prepayments and the amount and timi
undiscounted expected principal, interest and athsh flows. The fair value adjustment is amortiaedr the life of the loan using the effective nete
method.

The Company accounts for acquired impaired loaneuASC Topic 310-30,0ans and Debt Securities Acquired with DeteriodaBredit Quality(*ASC
310-30"). An acquired loan is considered impaired when therevidence of credit deterioration since origioatiand it is probable at the date
acquisition that we will be unable to collect atintractually required payments. ASC 33@-prohibits the carryover of an allowance for ldasses fc
acquired impaired loans. Over the life of the acefiioans, we continually estimate the cash floweeted to be collected on individual loans or ool
of loans sharing common risk characteristics. Athefend of each fiscal quarter, we evaluate tesemt value of the acquired loans using the effe
interest rates. For any increases in cash flowserp to be collected, we adjust the amount ofed@ble yield recognized on a prospective basis the
loan’s or pools remaining life, while we recognize a provisiom fean loss in the consolidated statement of oeratif the cash flows expected to
collected have decreased.

Fair Value Measurement Fair value is defined as the price that woulddezived to sell an asset or paid to transferkilitigin an orderly transactic
between market participants at the measurement ukitey assumptions market participants would usenvpricing an asset or liability. Fair value ist
determined based upon quoted market prices. Irscaisere quoted market prices are not availableyédiies are based on estimates using present
or other valuation techniques. Those techniquesigreficantly affected by the assumptions usedluiding the discount rate and estimates of futias
flows, and the fair value estimates may not beizedlin an immediate settlement of the instrumeAtzordingly, the aggregate fair value amo
presented do not necessarily represent our undgnlue.
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The definition of fair value focuses on exit prinean orderly transaction (that is, not a forceglidation or distressed sale) between market [jzatits a
the measurement date under current market conslitibthere has been a significant decrease inghene and level of activity for the asset or lidapj a
change in valuation technique or the use of matigluation techniques may be appropriate. In sustances, determining the price at which wil
market participants would transact at the measuneai@e under current market conditions dependtherfacts and circumstances and requires L
significant judgment. The fair value is a reasoegigint within the range that is most represengatififair value under current market conditions.

In accordance with fair value guidance, we groupfmancial assets and financial liabilities mea&slat fair value in three levels, based on the etark
which the assets and liabilities are traded andéliability of the assumptions used to determie ¥alue.

« Level 1-Valuation is based on quoted prices in active marka@ identical assets or liabilities that thearmg entity has the ability to access at
measurement date. Level 1 assets and liabilitinergdly include debt and equity securities thatteaded in an active exchange market. Valua
are obtained from readily available pricing souroesnarket transactions involving identical assmtiabilities.

« Level 2—Valuation is based on inputs other than quoteceprincluded within Level 1 that are observabletlierasset or liability, either directly
indirectly. The valuation may be based on quoteckprfor similar assets or liabilities; quoted padn markets that are not active; or other ir
that are observable or can be corroborated by wéisier market data for substantially the full terhthe asset or liability

« Level 3—Valuation is based on unobservable inputs thasapported by little or no market activity and tha¢ significant to the fair value of 1
assets or liabilities. Level 3 assets and liabsitinclude financial instruments whose value igmeined using pricing models, discounted cash
methodologies, or similar techniques, as well atriments for which determination of fair value uigs significant management judgmen
estimation.

A financial instrumens categorization within the valuation hierarchybgsed upon the lowest level of input that is sigaift to the fair valt
measurement.

Other-Than-Temporary-Impairment on Investment Sedigs . On a quarterly basis, we evaluate our investnpentfolio for other-than-temporary-
impairment (“OTTI") in accordance with ASC Topic B2nvestments — Debt and Equity Securitids investment security is considered impairethé
fair value of the security is less than its cosaomortized cost basis. When impairment of an eaétyurity is considered to be other-ttiamporary, th
security is written down to its fair value and ampairment loss is recorded in earnings. When impexit of a debt security is considered to be othan-t
temporary, the security is written down to its feaue. The amount of OTTI recorded as a loss iniegs depends on whether we intend to sell the
security and whether it is more likely than notttva will be required to sell the security befoeeavery of its amortized cost basis. If we intemdell the
debt security or more likely than not will be requi to sell the security before recovery of its aimed cost basis, the entire difference betwee
security’s amortized cost basis and its fair value is remtbi@s an impairment loss in earnings. If we damtend to sell the debt security and it is not r
likely than not that we will be required to selethecurity before recovery of its amortized cosi)aDTTI is separated into the amount represemtiadi
loss and the amount related to all other markabfac The amount related to credit loss is recaghin earnings. The amount related to other m
factors is recognized in other comprehensive ingoratof applicable taxes.

Intangible Assets. Our intangible assets consist of goodwill andeateposit intangibles. Goodwill represents the gxoé the purchase price over the
value of the net identifiable assets acquired lluginess combination. Goodwill and other intangdseets deemed to have an indefinite useful ldena
amortized but instead are subject to review foraimpent annually, or more frequently if deemed seaey, in accordance with ASC Topic ¢
Intangibles— Goodwill and Other Intangible assets with estimable useful livesaar®rtized over their respective estimated uséfakland reviewed fi
impairment in accordance with ASC Topic 360pperty, Plant, and Equipmentf impaired, the asset is written down to itsirested fair value. Co
deposit intangibles representing the value of ttgumed core deposit base are generally recordemrimection with business combinations invol
banks and branch locations. Our policy is to amertiore deposit intangibles over the estimatedulitié# of the deposit base, either on a straig
basis not exceeding 15 years or an accelerated basi 10 years. The remaining useful lives of ateposit intangibles are evaluated periodical
determine whether events and circumstances wareaigion of the remaining period of amortizationll 8f our core deposit intangibles are curre
amortized on a straight-line basis over 15 years.

Stock-Based Compensation We recognize compensation expense for all shaded payments to employees in accordance with AQgic 718
Compensation — Stock Compensatiddnder this accounting guidance, such paymentareasured at fair value. Determining the fair vabfieanc
ultimately the expense we recognize related to stackbased payments requires us to make assumptionslirggaividend yields, expected stock p
volatility, estimated forfeitures and, as to stagiions, the expected life of the option. Changethése assumptions and estimates can materifdist #fie
calculated fair value of stock-based compensatimhthe related expense to be recognized.
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Income Taxes. Accrued taxes represent the estimated amounbjmy@ or receivable from taxing jurisdictions,heit currently or in the future, and
reported in our consolidated statement of operatadter exclusion of notaxable income such as interest on state and npahisecurities. Also, certe
items of income and expenses are recognized iardiif time periods for financial statement purpdlas for income tax purposes. Thus, provision
deferred taxes are recorded in recognition of daealporary differences. The calculation of our ineotax expense is complex and requires the L
many estimates and judgments in its determination.

Deferred taxes are determined utilizing a liabilitgthod whereby we recognize deferred tax asseteftuctible temporary differences and deferre:
liabilities for taxable temporary differences. Teorgry differences are the differences between ¢perted amounts of assets and liabilities and thg
bases. Deferred tax assets are reduced by a walwbwance when, in the opinion of managemeris, ihore likely than not that some portion or &
the deferred tax assets will not be realized. Wesadleferred tax assets and liabilities for thiea$ of changes in tax laws and rates on the of
enactment.

The Company has adopted accounting guidance relataccounting for uncertainty in income taxes,chhgets out a consistent framework to deter
the appropriate level of tax reserves to maintainuincertain tax positions. We recognize defereedassets if it is more likely than not, based fwe
technical merits, that the tax position will belized or sustained upon examination. The term “nlikedy than not”means a likelihood of more than 5(
A tax position that meets the more-likely-thaot recognition threshold is initially and subsenfliemeasured as the largest amount of tax betiefitha
a greater than 50% likelihood of being realized rugettlement with a taxing authority that has fktlowledge of all relevant information. T
determination of whether or not a tax position tret the more-likely-thamot recognition threshold considers the facts,ucirstances, and informati
available at the reporting date and is subject amagemens judgment. Deferred tax assets are reduced byuatiom allowance when, if based on
weight of evidence available, it is more likely thaot that some portion or all of deferred tax task not be realized.

We recognize interest and penalties on income @g@scomponent of income tax expense.

Implications of and Elections under the JOBS A. Pursuant to the JOBS Act, an emerging growthpaom such as the Company can choose t
adopt new or revised accounting standards thatbeagsued by the FASB until they would apply toraté companies. We have elected not to opt
such extended transition period, which electiomressocable. As a result of this election, ouraficial statements may not be comparable to thedial
statements of emerging growth companies that hgtedoin to this extended transition period, butythéll be comparable to those of other pu
companies that are neither emerging growth compamie emerging growth companies that have opted insing the extended transition period
addition, we have elected to take advantage ofd@tieced disclosure requirements relating to exeewdmpensation arrangements that is available
so long as we remain an emerging growth company.

Discussion and Analysis of Financial Condition

Total assets were $879.4 million at December 3142@n increase of 38% from total assets of $68#ln at December 31, 2013. Our total asse
$634.9 million at December 31, 2013 representsd% Bfrease from total assets of $375.4 million ec&@mber 31, 2012. With respect to this gro
$99.2 million is attributable to the FCB acquisitjavith the remainder resulting from organic growtlour gross loans and securities portfolio.

Loans

General. Loans, excluding loans held for sale, constitute most significant asset, comprising 71%, 79%l @n% of our total assets at Decembe
2014, 2013, and 2012, respectively. Loans, exctuthans held for sale, increased $118.7 million24%6, to $622.8 million at December 31, 2014 {
$504.1 million at December 31, 2013. Loans, exclgddans held for sale, increased $215.3 milliari}5%o, to $504.1 million at December 31, 2013 {
$288.8 million at December 31, 2012. Although waguaed $77.5 million of loans in connection wittetacquisition of FCB in May 2013, the majority
these increases is a result of organic loan growth.
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The table below sets forth the balance of loanslueing loans held for sale, outstanding by logretgs of the dates presented, and the percentaget
loan type to total loans (dollars in thousands):

December 31,

2014 2013 2012 2011 2010
Percentage o Percentage o Percentage o Percentage o Percentage o
Amount Total Loans Amount Total Loans Amount Total Loans Amount Total Loans Amount Total Loans
Mortgage loans on
real estate
Construction and
land
developmer $ 71,35C 114 % $ 63,17C 125 % $ 20,271 70 % $ 21,171 96 % $ 17,79¢ 11.2 %
1-4 Family 137,51¢ 221 104,68t 20.8 54,81 19.0 46,66¢ 21.2 30,957 19.5
Multifamily 17,45¢ 2.8 14,28¢ 2.8 1,75C 0.6 1,454 0.7 1,27¢ 0.8
Farmlanc 2,91¢ 0.5 830 0.2 64 0.0 8 0.0 852 0.5
Nonfarm,
nonresidentie
Owner
occupiec 119,66¢ 19.2 78,41% 15.6 52,53¢ 18.2 38,391 174 24,61% 15.5
Nonowner
occupiec 105,39( 16.9 78,94¢ 15.6 47,39: 16.4 18,07C 8.2 14,787 9.3
Commercial and industrii 54,181 8.7 32,66% 6.5 15,31¢ 5.3 11,49¢ 5.2 8,33¢ 53
Consume 114,29¢ 18.4 131,09¢ 26.0 96,60¢ 33.5 82,98¢ 37.7 60,06¢ 37.9
Total loans $ 622,79( 100.C % $ 504,09: 100.C % $ 288,75: 100.C % $ 220,24¢ 100.C % $ 158,69 100.C %

As the table above indicates, we have experienigedfisant growth in all loan categories, with tleeception of consumer, from 2012 to 2014.
acquisition of FCB in May 2013, our strong preseimceur Baton Rouge market, and our expansion timoNew Orleans and Lafayette markets ar
primary reasons for our loan growth from 2012 afd4 Beyond the impact of the FCB expansion andeagpansion into new markets, we believe
loan growth from 2012 to 2014 is due to the sudoéssiplementation of our relationshiiriven banking strategy. The decrease in the coasloar
portfolio from 2013 to 2014 is a result of the Camp's increase in consumer loan pool sales.

At December 31, 2014, the Compasyotal business lending portfolio, which consistsloans secured by owner occupied nonfarm, noteesia
properties and commercial and industrial loans, $443.9 million, an increase of $62.8 million, af%, compared to the business lending portfol
$111.1 million at December 31, 2013. The businesdihg portfolio at December 31, 2013 increasedZb48llion, or 64%, compared to $67.9 millior
December 31, 2012.

The following table sets forth loans outstandinpatember 31, 2014, which, based on remaining stéédepayments of principal, are due in the pa
indicated, as well as the amount of loans withdigad variable rates in each maturity range. Laeitls balloon payments and longer amortizations
often repriced and extended beyond the initial migtwvhen credit conditions remain satisfactory.ni@and loans, loans having no stated schedt
repayments and no stated maturity and overdradtsequorted below as due in one year or less.

After One After Five After Ten
One Year or Year Through  Years Through  Years Through  After Fifteen
(dollars in thousands Less Five Years Ten Years Fifteen Years Years Total
Mortgage loans on real esta
Construction and land developmi $ 42,772 $ 21,50¢ $ 2,83 $ 338t % 846 $ 71,35(
1-4 Family 9,765 22,182 28,47¢ 18,32¢ 58,772 137,51¢
Multifamily 4,567 9,42( 2,08C 1,257 134 17,45¢
Farmland 45 = 711 = 2,162 2,91¢
Nonfarm, nonresidenti
Owner occupiel 12,10z 38,15: 31,79¢ 21,917 15,701 119,66¢
Nonowner occupie 6,60¢ 44,561 31,98¢ 13,537 8,69t 105,39(
Commercial and industrii 14,35z 16,48¢ 12,87¢ 10,471 - 54,187
Consume 861 52,78 58,92¢ 1,564 163 114,29¢
Total loans $ 91,07 $ 205,097 $ 169,69! $ 70,45¢ $ 86,47/ $ 622,79(
Amounts with fixed rate $ 5321: $ 179,61¢ $ 157,36: $ 59,02: $ 84,37: $ 533,59(
Amounts with variable rate 37,86( 25,47¢ 12,327 11,43: 2,101 89,20(
Total loans $ 91,07 $ 205,097 $ 169,69! $ 70,45¢ $ 86,47/ $ 622,79(
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Loans Held for Sal. Loans held for sale increased $98.4 million, &56%, to $103.4 million at December 31, 2014 fi$H0 million at December =
2013. The increase is primarily due to approxinya$89.7 million of consumer loans being classiféedheld for sale at December 31, 2014. No cons
loans were classified as held for sale at Dece®bg?013 or 2012.

In 2014, we originated $170.8 million in consumears for sale, consisting of auto loans. There wereonsumer loans originated for sale in 2013.
to the increase in production of consumer loansthaduyers postponement of two loan pool sales of approxip&52.0 million from the fourth quar
of 2014 to the first quarter of 2015, the Compargonsumer loans held for sale portfolio incredse®P9.7 million at December 31, 2014. We sell g
of our consumer loans, typically several timesg@arter, in order to manage our concentration imsamer loans as well as to generate liquidity.thke
year ended December 31, 2014, we recognized gaimsthe sales of pools of our consumer loans of $iillion. For the year ended December 31, 2
the gain from sales of pools of our consumer logas $0.2 million, an increase over gains of $34,80M such sales for the year ended Decembe
2012, due primarily to the overall growth in oumsamer loan originations and our strategy to $elrhajority of consumer loans that we originate.
expect gains from the sale of pools of our consuimens to continue to increase as we continue d@v giur originations and continue our strateg
selling the majority of these originations.

In 2014, we originated $67.7 million in mortgagers for sale, as compared to $88.2 million in magggloans for sale originated in 2013. Mortgaged
held for sale decreased $12.0 million, or 70%, 3@ $nillion at December 31, 2013 from $17.0 millianDecember 31, 2012. The decline is due
decrease in originations of mortgage loans for, sethich declined from $115.0 million in 2012 to $38&nillion in 2013.

Mortgage rates in the latter half of 2011 declitedistoric lows and remained at these levels tina2012 and into 2013. These low rates spurredmy
new homebuyers, but also resulted in a signifigacrease in refinancings. Both of these factordrdmuted to the high level of mortgage origination
2012. During the latter half of 2013 and continuthgpughout 2014, mortgage rates began to increeselting in a decline in originations. As theate!
are expected to remain elevated in 2015 relatitke historic lows in the past two years, we @b expect significant growth in mortgage originasgo

One-to-four family mortgage loans not held in oortfolio are typically sold on a “best effortbasis within 30 days after the loan is funded. Théan
that residential real estate originations are Iddkeat a contractual rate with a thipdsty investor or directly with government sponsbagencies, and \
are obligated to sell the mortgage only if it issgdd and funded. As a result, the risk we assunteriditioned upon loan underwriting and ma
conditions in the national mortgage market. Altholman fees and some interest income are derived fnortgage loans held for sale, our main sour
income on these loans is gains from the loan salése secondary market which is recorded in fe®rme on mortgage loans held for sale, net o
consolidated statements of operations.

Loan Concentration. Loan concentrations are considered to exist wwhere are amounts loaned to multiple borrowers gagjén similar activities th
would cause them to be similarly impacted by ecdanamn other conditions. At December 31, 2014 andddgber 31, 2013, we had no concentratiol
loans exceeding 10% of total loans other than liatise categories listed in the table above.

Investment Securitie

We purchase investment securities primarily to jgl@wa source for meeting liquidity needs, with retan investment a secondary consideration. We
use investment securities as collateral for cedaiposits and other types of borrowing. Investnsecurities totaled $92.8 million at December 3114
an increase of $30.0 million, or 48%, from $62.8liom at December 31, 2013. The investment seesritialance at December 31, 2013 represel
$18.4 million, or 42%, increase from $44.3 milliahDecember 31, 2012. Investment securities reprede 1% of our total assets at December 31, .
We acquired $5.3 million in investment securitieconnection with the FCB acquisition in 2013. Therease in investment securities at Decembe
2014 compared to December 31, 2013, as well arethainder of the increase from 2012 to 2013, redutom our purchases of all investment type
our current portfolio.
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The following table shows the carrying value of @gmwestment securities portfolio by investment tygral the percentage that such investment
comprises of our entire portfolio at the datesdatid (dollars in thousands):

December 31, 2014 December 31, 2013 December 31, 2012
Percentage o Percentage o Percentage o
Balance Portfolio Balance Portfolio Balance Portfolio
Obligations of other U.S. government agencies and
corporation: $ 8,33¢ 8.98 % $ 6,182 9.85 % $ 4,85: 10.9t %
Mortgage-backed securitie 51,71¢ 55.72 37,06¢ 59.07 23,81: 53.72
Obligations of state and political subdivisic 26,811 28.8¢ 14,10C 22.47 13,40¢ 30.24
Equity mutual fund: 534 0.57 476 0.76 505 1.14
Corporate bond 5,41¢ 5.84 4,92¢ 7.85 1,75¢% 3.95
Total $ 92,81¢ 100.0C % $ 62,752 100.0C % $ 44,32¢ 100.0C %

The investment portfolio consists of available $ate and held to maturity securities. We classélt securities as held to maturity if managemastthi
positive intent and ability to hold the securittesmaturity. Held to maturity securities are stageécamortized cost. Securities not classified dd ta
maturity or trading are classified as availabledale. The carrying values of the Compargtailable for sale securities are adjusted foealized gains ¢
losses as valuation allowances, and any gainssseoare reported on an aft@x-basis as a component of other comprehensiweneacAny expecte
credit loss due to the inability to collect all amnés due according to the securty¢ontractual terms is recognized as a charge stgaémnings. An
remaining unrealized loss related to other faotald be recognized in other comprehensive incoraeof taxes.

In the year ended December 31, 2014, we purchas2@ #illion of investment securities, comparegtwchases of $40.4 million and $26.8 millior
investment securities during the years ended DeeeBih 2013 and 2012, respectively. We increasegaechases of securities in 2013, which contil
throughout 2014, primarily to increase the amouriguidity on our balance sheet and also to regmsithe portfolio to take advantage of an antitgp
rising interest rate environment. Mortgdggeked securities represented 87%, 69%, and 64#techvailable for sale securities we purchasedOiy.
2013, and 2012, respectively. Of the remaining stes purchased in 2014, 2013 and 2012, 6%, 4%ldA4, respectively, were U.S. government ag
securities, while 3%, 18%, and 11%, respectivelgreamunicipal securities. The mortgdupeked securities that we have purchased sindeetfianing o
2012 have primarily been adjustable rate securitieked by U.S. government agencies. We purchasécipal securities to take advantage of the
benefits associated with such securities. Howeheryolatility in the municipal securities markatieased over the course of 2013 and into 2014wa
expect that our level of municipal securities pasds will decrease so long as this market remailagile. We only purchase corporate bonds tha
investment grade securities issued by seasonedrebigns.

Typically, our investment securities are availdlesale. Our purchases of held to maturity sei@sritcomprised only 23% of our total purchases it
Our purchases of held to maturity securities inf261ainly consisted of U.S. government agency stesiriOur purchases of held to maturity securiti
2013 consisted of U.S. government agency secutfissve acquired in connection with our acquisitid FCB and mortgagkacked securities that wi
qualified investments for Community Redevelopmeat purposes. We did not purchase any held to ntatsecurities in 2012.
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The following table sets forth the stated matusited weighted average yields of our investment aeth equity securities based on the amortizedaf
our investment portfolio as of December 31, 20Jalléds in thousands):

After One Year After Five Years
One Year or Less Through Five Years Through Ten Years After Ten Years
Amount Yield Amount Yield Amount Yield Amount Yield

Held to maturity:
Obligations of other U.S. government

agencies and corporatic $ - - $ - - 3 - - $ 3,97¢ 2.21%
Mortgage-backed securitie - - - - - - 3,46¢ 2.46%
Obligations of states and political

subdivision: 620 7.07% 2,81¢ 7.07% 4,36t 7.07% 7,271 4.33%
Available for sale:
Obligations of other U.S. government

agencies and corporatic - - - - 1,942 2.68% 2,40¢ 2.22%
Mortgage-backed securitie - - 502 2.07% 5,20¢ 1.83% 42,192 2.20%
Obligations of states and political

subdivision: 100 1.21% 469 2.11% 5,657 3.18% 5,39C 3.40%
Corporate bond - - 900 1.1%% 4.51¢€ 2.25% - -
Other equity securitie - - - - - - 552 2.07%

$ 720 $ 4,68¢ $ 21,68¢ $ 65,262

The maturity of mortgagbacked securities reflects scheduled repaymenexhgson the contractual maturities of the secsriWgeighted average yie
on tax-exempt obligations have been computed afiyatéix equivalent basis assuming a federal téex 0d 34%.

Premises and Equipmer

Bank premises and equipment increased $3.8 miltior,6%, to $28.5 million at December 31, 2014 fr$&4.7 million at December 31, 2013. ¢
acquisition of a parcel of land in Lafayette, Loaig for a potential future branch location and pliechase of furniture and fixtures related to
consolidation of our back office support staff teentral location are the primary reasons for ihisease. Bank premises and equipment increas8
million, or 66%, to $24.7 million at December 3013 from $14.9 million at December 31, 2012. Iniadd to the two branches we acquired in the |
acquisition and the opening of our de novo bramchafayette, Louisiana, in 2013, we also acquigedllin Gonzales, Louisiana in August 2013 ar
Morgan City, Louisiana in October 2013 for futurafch locations.

Deferred Tax Asse

At December 31, 2014 and December 31, 2013, owereef tax asset was $1.1 million and $1.2 milliespectively, compared to $0.3 million
December 31, 2012. The reason for this signifitacitease is due to the FCB acquisition in May 2@k3the tax basis on the real estate owned th
acquired in the FCB acquisition exceeded its cagyialue by approximately $1.9 million.

We also acquired a net operating loss carryforvedrdpproximately $1.4 million on an afteax basis as a result of the acquisitions of batBESanc
FCB. At December 31, 2014, we held approximatelys $tillion in net operating loss carryforwards, hwixpiration dates ranging from 2030 to 2!
U.S. tax law imposes annual limitations under titerhal Revenue Code Section 382 on the amourgtadperating loss carryforwards that may be
to offset federal taxable income. Under these lavesmay apply up to approximately $0.6 million tifset our taxable income each year through 2z
with declining amounts thereafter as the net opegdoss carryforwards are utilized. In additionthds limitation, our ability to utilize net openagj los
carryforwards depends upon the Company generadixgpte income. Given the substantial amount of fifore our net operating loss carryforwi
begin to expire, we currently expect to utilizeshaet operating loss carryforwards in full befihrer expiration.

43




Deposits

The following table sets forth the
2012 (dollars in thousands):

composition of @eposits and the percentage of each depositttypmal deposits at December 31, 2014, 201:

December 31, 2014
Percentage of

December 31, 2013
Percentage of

December 31, 2012
Percentage of

Total Total Total
Amount Deposits Amount Deposits Amount Deposits
Noninteres-bearing demand
deposit: $ 70,217 11.1¢ % $ 72,79¢ 13.67 % $ 37,48¢ 12.51 %
NOW accountt 116,64« 18.57 77,19C 14.4¢ 43,022 14.3€
Money market deposit accout 77,58¢ 12.3¢ 67,00¢ 12.5¢ 46,29¢ 15.4¢
Savings accoun 53,33z 8.4¢ 52,177 9.8C 30,521 10.1¢
Time deposit: 310,33¢ 49.41 263,43¢ 49.4¢€ 142,34 47.5C
Total deposit: $ 628,11¢ 100.0C % $ 532,60¢ 100.0C % $ 299,67( 100.0C %

Total deposits were $628.1 million at DecemberZ114, an increase of $95.5 million, or 18%, frortataleposits of $532.6 million at December
2013. The increase in deposits at December 31, &&14ted from organic growth in all of our markets

Total deposits were $532.6 million at December 21,3, an increase of $232.9 million, or 78%, fratal deposits of $299.7 million at December
2012. Our acquisition of FCB contributed $86.5 ioillin deposits, with the remainder of the incremsdeposits resulting from organic growth. T
deposits, and noninterest-bearing deposits inquéati, at December 31, 2013 were slightly inflabgda $14.0 million shorterm deposit that a commer
customer made in late December 2013 that was uitlydrawn in January 2014.

Our management is focused on growing and main@iaistable source of funding, specifically corea$#s, and allowing more costly deposits to ma
within the context of mitigating interest rate rigkd maintaining our net interest margin and sigfficlevels of liquidity. As we have grown, our dsf
mix has evolved from a primary reliance on cerdifes of deposit, which are less relationship driged less dependent on the convenience of b
locations than other types of deposit accountsodsbranch network has expanded and the reach rofetationshipdriven approach to banking t
grown, our mix of deposits has shifted and is ey balanced between transactional accounts, sscbhecking, savings, money market and M
accounts, and certificates of deposits. Howevera aesult of our acquisition of $47.3 million inrticates of deposit from FCB in 2013, at b
December 31, 2014 and December 31, 2013, ceréBaat deposit represented 49% of our total depasitsompared to 48% at December 31, 2012
low interest rate, relatively flat yield curve eroiment, we have encouraged our customers to exteidmaturities by offering higher interest raie
our certificates of deposits with maturities gredtan twelve months. In the event that certaitheke certificates of deposits are not renewedtlae
funds are withdrawn, we intend to replace thosesiépwith other forms of borrowed money or capitalliquidate assets to reduce our funding needs.

The following table shows the contractual matusitié certificates of deposit and other time depgagitater than $100,000 at December 31, 2014 &t
(dollars in thousands):

December 31,

2014 2013

Certificates of Other Time Certificates of Other Time

Time remaining until maturity Deposit Deposits Deposit Deposits
Three months or les $ 24,19: $ - % 429 $ 134
Over three months through six mon 4,554 234 5,125 102
Over six months through twelve mon 7,617 208 6,45¢€ 396
Over one year through three ye 8,421 128 9,43t 302
Over three year 1,38¢€ 123 2,861 141
$ 46,171 $ 693 $ 28,171 $ 1,07¢
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Borrowings

Total borrowings include securities sold under agrents to repurchase, advances from the Federa¢ Hoan Bank (“FHLB"),a line of credit with Fir:
National Bankers Bankshares, In‘FNBB”) and junior subordinated debentures. Securities walir agreements to repurchase increased $2igmiit
$12.3 million at December 31, 2014 from $10.2 milliat December 31, 2013. Our advances from the Fhle® $125.8 million at December 31, 2(
an increase of $95.0 million, or 308%, from FHLBradces of $30.8 million at December 31, 2013, mnyaiesulting from the timing of our consumer I
pool sales, as short term FHLB advances were wséthtl the origination of the loans included in tiv® loan sales that the buyers postponed fror
fourth quarter of 2014 to the first quarter of 20Cwr $3.6 million in notes payable at each of Delser 31, 2014 and December 31, 2013 represe
junior subordinated debentures that we assumedrinection with our acquisition of FCB. The oveiatirease in borrowings was used primarily to
loan growth.

Securities sold under agreements to repurchaseased $6.2 million to $10.2 million at December 213 from $4.0 million at December 31, 2
primarily a result of one new shdgrm repurchase agreement. Our advances from th& ri¢re $30.8 million at December 31, 2013, anéase of $4.
million, or 15%, from FHLB advances of $26.8 mitliat December 31, 2012, resulting generally froeniticrease in the size of our operations.

The average balances and cost of funds of shantfberrowings at December 31, 2014, 2013 and 204 8ammarized as follows (dollars in thousands):

Average Balances Cost of Funds
December 31,
2014 2013 2012 2014 2013 2012

Federal funds purchased and other

shor-term borrowings $ 16521 $ 19 $ 2 0.1€ % 0.76 % 0.7€ %
Securities sold under agreements

to repurchas 11,82¢ 7,60¢ 5,47z 0.23 0.15 0.2C

Total shor-term borrowings $ 2834¢ 7,627 $ 5,47/ 0.1¢ % 0.15 % 0.2C %

Results of Operations
Performance Summar

2014 vs. 2013For the year ended December 31, 2014, net incorseb®a@ million, or $0.98 per basic share and $@&3diluted share, compared to
income of $3.2 million, or $0.86 per basic shard &0.81 per diluted share, for the year ended Dbeeil, 2013. The increase in our net income
primarily driven by higher levels of net interestdome resulting from strong organic loan growthwadl as the increase in loans as a result of thB
acquisition, offset, in part, by a slight decre@seyields on interesearning assets. Return on average assets increased3% for the year end
December 31, 2014 from 0.64% for the year endec@Dber 31, 2013 primarily on account of increasdst&rest income and noninterest income. R¢
on average equity was 6.8% for the year ended Digee81, 2014 as compared to 6.1% for the year eDdedmber 31, 2013.

2013 vs. 2012 Net income was $3.2 million, or $0.86 per basiare and $0.81 per diluted share, for the yeardeDdeember 31, 2013 compared tc
income of $2.4 million, or $0.79 per basic shard &0.71 per diluted share, for the same perioddit?2 The increase in our net income was prim
driven by the bargain purchase gain and highelidexfenet interest income resulting from our stramganic loan growth as well as the increase indaz
a result of the FCB acquisition, offset, in past,declining yields on interegtarning assets. Return on average assets deabifie@4% for the year end
December 31, 2013 from 0.74% for 2012 primarilyaa®sult of mergerelated expenses, an increase in occupancy expeziatsd to real estate owr
acquired in the FCB acquisition and our de novatnafacilities. Return on average equity was 6.b¥%ilie year ended December 31, 2013 as com
to 5.9% for the year ended December 31, 2012.

Net Interest Income and Net Interest Marg

Net interest income, which is the largest comporéraur earnings, is the difference between inteeasned on assets and the cost of int-bearing
liabilities. The primary factors affecting net irgst income are the volume, yield and mix of ote-snsitive assets and liabilities as well as theuarnol
our nonperforming loans and the interest rate enwirent.
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The primary factors affecting net interest margia ehanges in interest rates, competition and hlapes of the interest rate yield curve. The dedii
interest rates since 2008 has put significant doavdvpressure on net interest margin over the gastybars. Each rate reduction in interest ratecet
(and, in particular, the prime rate, rates paidJoB. Treasury securities and the London Interbafi&ridg Rate) resulted in a reduction in the yietdou
variable rate loans indexed to one of these indidkesvever, rates on our deposit and other intdyeating liabilities did not decline proportionalljo
offset the effects on our net interest income agidinterest margin from the prevailing intereserahvironment, we have attempted to focus ourester
earning assets in loans and shift our interestihgdiabilities from higher-costing deposits, likertificates of deposit, to noninterdstaring and oth
lower cost deposits.

2014 vs. 2013Net interest income increased 40% to $26.7 milfanthe year ended December 31, 2014 from $19.0omifor the same period in 20:
Net interest margin was 3.85% for the year endedeBwer 31, 2014, down 25 basis points from 4.108dHe year ended December 31, 2013.
increase in net interest income resulted from mees in the volume of interest-earning assets aagkdses in the cost of interésiaring liabilities, offse
by declines in the rate paid on interest-earnirgye® and an increase in the volume of intdreating liabilities. These changes were driven Hytlthe
impact of the assets acquired and liabilities agglim connection with the FCB acquisition as welbaganic loan and deposit growth. For the yeaee
December 31, 2014, average loans increased apmteiin$195.2 million as compared to the same pena@013, while average investment secur
increased approximately $24.4 million.

Interest income was $31.4 million for the year eh@=cember 31, 2014 compared to $22.5 million lier $ame period in 2013. Loan interest inc
made up substantially all of our interest incometfie years ended December 31, 2014 and 2013estten our nonfarm, nonresidential commercial
estate loans, our 4family residential real estate loans and our gores loans constituted the three largest comporadrdar loan interest income for 1
years ended December 31, 2014 and 2013 at 79%feaslich periods. The prolonged low interest rateirenment contributed to a lower yield
earning assets, offset by the increases in intedsing assets, described above. The overall gielthterest-earning assets decreased tthirse bas
points to 4.52% for the year ended December 314 281compared to 4.85% for the same period in 20t8&.loan portfolio yielded 4.99% for the y
ended December 31, 2014 as compared to 5.34%daomeidr ended December 31, 2013, while the yieltherinvestment portfolio was 1.69% for the
ended December 31, 2014 as compared to 1.41%dgretr ended December 31, 2013.

Interest expense was $4.7 million for the year dridlecember 31, 2014, an increase of $1.2 milliongared to interest expense of $3.5 million fot
year ended December 31, 2013, as a result in aease in volume of interest-bearing liabilitiesfsef by a decrease in cost. Average intelpestring
liabilities increased approximately $186.6 millitor the year ended December 31, 2014 as comparttketsame period in 2013 as a result of the
acquisition and our organic deposit growth. Thet obsnterestbearing liabilities decreased seven basis poin@86% for the year ended Decembel
2014 compared to the same period in 2013, primasilg result of lower rates overall. In particuthe weighted average rate paid on certificatetepbsi
decreased seven basis points during the year ddelseimber 31, 2014 compared to same period in Z0DdBpetitive factors and the general interest
environment, as well as the impact of our strategyross-sell using lower cost deposits, drovedéherease in deposit rates.

2013 vs. 2012 Net interest income increased 58% to $19.0 onilfor the year ended December 31, 2013 from $i@l®n for the same period in 20:
Net interest margin was 4.10% for 2013, up six$psints from 4.04% for 2012. The increase in nigrest income resulted from increases in the ve
of interest-earning assets and decreases in theftoserest-bearing liabilities, offset by de@sin the rate paid on interesarnings assets and an incr
in the volume of interedtearing liabilities. These changes were driven lbgtthe impact of the assets acquired and liagsliissumed in connection v
the FCB acquisition as well as organic loan andodigmgrowth. For 2013, average loans increasedoappately $155.0 million as compared to 2(
while average investment securities increased appetely $15.0 million as compared to 2012. Theugsition of FCB increased the average balan
interest-earning assets by $48.3 million, with serage yield of 6.72%, and increased the averalgad® of interesbearing liabilities by $48.8 millio
with an average cost of 0.61%, for 2013.

Interest income was $22.5 million for 2013 compare$14.6 million for 2012. As the average balartedde below illustrates, loan interest income n
up virtually all of our interest income in 2013 a2@i12. Interest on our nonfarm, nonresidential cenwil real estate loans, oudfamily residential re:
estate loans and our consumer loans constitutetthtée largest components of our loan interestrimeéor 2013 and 2012, at 79% and 85%, respect
for such yearsinterest income generated from the two branchesiizt from FCB was approximately $3.2 million féretyear ended December
2013. The prolonged low interest rate environmamitributed to a lower yield on earning assetssatfby the increases in interestrning asse!
described above. The overall yield on inteemtring assets decreased four basis points to 4862013 as compared to 4.89% for 2012. The
portfolio yielded 5.34% for 2013 as compared t®%Sor 2012, while the yield on the investment fodid was 1.41% for 2013 as compared to 1.489
2012.
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Interest expense was $3.5 million for 2013, andase of $1.0 million compared to interest experisk2d® million for 2012, as a result in an increay
volume of interest-bearing liabilities, offset bydacrease in cost. Average interestring liabilities increased approximately $144liari in 2013 a
compared to 2012 as a result of the FCB acquisdinth our organic growthnterest expense attributable to the two branclkgsieed from FCB we
approximately $0.3 million for the year ended Debem31, 2013. At the same time, the cost of istdsearing liabilities decreased 14 basis poin
0.87% for 2013 compared to 1.01% for 2012, prirgead a result of lower rates overall and with respe certificate of deposit rates in particularidg
2013 as compared to 2012. We were able to redecevdighted average rate paid on our certificategepiosits from 1.28% in 2012 to 1.05% in 2!
Competitive factors and the general interest ratdrenment, as well as the impact of our strateg\criosssell using lower cost deposits, drove
decrease in deposit rates.

Average Balances and Yiel. The following table sets forth average balanceestuata, including all major categories of inteszgning assets a
interestbearing liabilities, together with the interestrest or paid and the average yield or rate paidagh such category as of and for the years ¢
December 31, 2014, 2013 and 2012. Averages presbatew are daily averages (dollars in thousands):

As of and for the year ended December 31,

2014 2013 2012
Interest Interest Interest
Income/ Income/ Income/ Yield/
Average Expense Yield/ Rate Average Expense Yield/ Average Expense Rate
Balance 1) 1) Balance (1) Rate @) Balance (1) (1)
Assets
Interes-earning asset:
Loans $601,23¢ $29,97¢ 499 % $405,99°7 $21,68¢ 5.34 % $251,26¢ $13,96¢ 5.5€ %
Securities
Taxable 66,384 945 1.42 39,957 414 1.04 28,067 288 1.03
Tax-exempt 12,65: 394 3.11 14,68 354 2.41 12,107 307 2.54
Interes-earning balances with ban 13,06( 51 0.3¢9 2,977 18 0.6C 6,83¢ 23 0.34
Total interes-earning asse! 693,33¢ 31,36¢ 4.52 463,61¢ 22,472 4.85 298,28: 14,587 4.8¢
Cash and due from ban 5,66¢ 7,28k 3,08¢
Intangible assel 3,23¢ 3,124 2,834
Other asset 36,617 25,397 17,22(
Allowance for loan losse (3,879 (2,737) (2,08%)
Total asset $734,977 $496,68¢ $319,33¢
Liabilities and stockholders'
equity
Interes-bearing liabilities
Deposits:
Interes-bearing deman $173,71t $ 1,07¢ 0.62 % $113,097 $ 726 064 % $ 82437 $ 558 0.68%
Savings deposil 52,881 361 0.68 42,774 299 0.7C 26,654 206 0.77
Time deposit: 288,83’ 2,834 0.98 208,03¢ 2,17¢ 1.05 124,63( 1,597 1.28
Total interes-bearing deposit 515,43: 4.27% 0.83 363,90° 3,204 0.88 233,72: 2,361 1.01
Shor-term borrowings 28,34¢ 54 0.19 7,627 12 0.1€ 5,474 11 0.2C
Long-term debr 39,37¢ 348 0.88 24,99( 244 0.98 13,28¢ 17C  1.28
Total interes-bearing liabilities 583,15¢ 4.67¢ 0.8C 396,52« 3,46( 0.87 252,48 2,54z 1.01
Noninteres-bearing deposit 67,63¢ 47 56¢ 25,73¢
Other liabilities 4,80¢ 1,527 1,10¢
Stockholders' equit 79,371 51,07( 40,011
Total liabilities and
stockholder equity $734,97% $496,68¢ $319,33¢
Net interest income/net intere
margin $ 26,69/ 3.85 % $19,012 4.1C % $12,045  4.04%

(1) Interestincome and net interest margin apFessed as a percentage of average inteegntng assets outstanding for the indicated perioderes
expense is expressed as a percentage of averages-bearing liabilities for the indicated periot
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Nonaccrual loans were included in the computatioaverage loan balances but carry a zero yield.yiélds include the effect of loan fees, $2.3 ruil
$1.5 million and $0.9 million for the years endedc®mber 31, 2014, 2013 and 2012, respectively,diswbunts and premiums that are amortize
accreted to interest income or expense.

Volume/Rate AnalysisThe following table sets forth a summary of tharmges in interest earned and interest paid reguitom changes in volume &
rates for the year ended December 31, 2014 compaitbe year ended December 31, 2013 (dollarsaughnds):

Year ended December 31, 2014 vs.
Year ended December 31, 2013

Volume Rate Net @)

Interest income:
Loans $ 10,42¢ $ (2,13¢) $ 8,295
Securities

Taxable 274 257 531

Tax-exempt (49) 89 40
Interes-earning balances with ban 61 (28) 33

Total interes-earning assel 10,71¢ (1,819) 8,897
Interest expense:
Interes-bearing demand depos 389 (37) 352
Savings deposil 71 9) 62
Time deposit: 846 (291) 655
Shor-term borrowings 33 9 42
Long-term debr 140 (36) 104

Total interes-bearing liabilities 1,47¢ (264) 1,21E
Change in net interest incor $ 9,23¢ $ (1,554 $ 7,682

(1) Changes in interest due to both volume and rate baen allocated on a |-rata basis using the absolute ratio value of ansocaitulated

Noninterest Income

Noninterest income includes, among other thingss fgenerated from our deposit services and in abionewith our mortgage loan activities, secur
gains, gains on sale of consumer loans and aemmn+ing bargain purchase gain resulting fromR@& acquisition in May 2013. We expect to contito
develop new products that generate non-intereshie¢ and enhance our existing products, in orddiviersify our revenue sources.

2014 vs. 2013Total noninterest income increased $0.5 million9%, to $5.9 million for the year ended December2fil4 compared to $5.4 million-
the year ended December 31, 3013. The increasgriandy due to the increase in gain on sale ofstoner loans.

Fee income on mortgage loans held for sale isatge$t component of our noninterest income. These dlecreased $0.7 million to $2.1 million for
year ended December 31, 2014 from $2.8 milliontfier year ended December 31, 2013, as originatibnsoctgage loans held for sale decreased.
decrease in such fee income, as well as our otigimaof mortgage loans held for sale, is due ténduostrywide increase in mortgage loan rates ir
latter half of 2013. As interest rates remain higllative to prior years, we expect our mortgage lodaginations, as well as fee income on mortgage:
held for sale, to remain flat and possibly everlideduring 2015.

Gains on the sale of loans, other than mortgages|o@r the year ended December 31, 2014 were i$ilion, an increase of $1.5 million from $!
million at December 31, 2013. These gains were rge¢e@ by sales of pools of our consumer loans aoetased from the prior year as a result o
growth in our consumer loan originations.

Service charges on deposit accounts include maintenfees on accounts, account enhancement chHargedditional deposit account features, per
charges and overdraft fees. Service charges orsiigicreased 43% to $0.3 million for the yearezh®ecember 31, 2014 as compared to $0.2 ir
for the same period in 2013 as a result of opehirgnew branches, one in Lafayette, Louisiana enfturth quarter of 2013 and one in Baton Ra
Louisiana in the third quarter of 2014, as welbas organic deposit growth.
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Gains on the sale of investment securities forytrer ended December 31, 2014 decreased $0.1 miliid24%, to $0.3 million from $0.4 million for t
same period in 2013. We sold approximately $31l6amiin securities for the year ended December2fl4, compared to sales of $16.6 million for
year ended December 31, 2013.

Gains on the sale of real estate owned for the geded December 31, 2014 increased $0.1 millio$187%, to $0.2 million from $0.1 million for t
same period in 2013. We sold approximately $1.3anilof real estate owned for the year ended DeeerBb, 2014, compared to sales of $1.6 millio
the year ended December 31, 2013.

Other operating income was $1.2 million for theryeaded December 31, 2014 compared to $0.6 miftorihe same period in 2013. Other opere
income consists of interchange fees, ATM surchargeme, loan servicing fees and rental income.

2013 vs. 2012 Total noninterest income increased $1.7 millmmn48%, to $5.4 million for the year ended Decen81r2013 as compared to $3.6 mill
for the year ended December 31, 2012 primarilytdube FCB acquisition. We recorded a bargain mselgain in the amount of $0.9 million as a
of such acquisition. This gain represents the armihat the net estimated fair value of the asseisieed and the liabilities assumed in the FCB &ition
exceeded the consideration we paid to FCB sharet®id the merger.

Fee income on mortgage loans held for sale deaé®eto $2.8 million in 2013 from $3.1 million 8012, as originations of mortgage loans held fte
decreased from $115.0 million in 2012 to $88.2 ipmillin 2013. Such fee income as well as our moegagginations declined for the same rea
described above with respect to the year endedrdle®e31, 2014 as compared to the correspondinggaTi2013.

Gains on the sale of loans, other than mortgages|jda 2013 increased to $0.2 million as compaee$i34,000 in 2012. These gains were generat
sales of pools of our consumer loans and increfasadthe prior year as a result of the growth im consumer loan originations.

Service charges on deposit accounts include maintenfees on accounts, account enhancement cHargedditional deposit account features, per
charges and overdraft fees. Service charges orsifgfiacreased 82% to $0.2 million in 2013 as camgbao $0.1 million in 2012. Approximately 78%
this increase is due to increased deposits regutiim the FCB acquisition, with the remainderhw# tncrease attributable to our organic deposivtro

Gains on the sale of investment securities foryths ended December 31, 2013 increased $0.3 mithiod22%, to $0.4 million from $0.1 million fore
same period in 2012. We sold approximately $16l68amiin securities in 2013, as compared to safe6o/ million in securities in 2012.

Gain on sales of real estate owned increased loriillion for the year ended December 31, 2013 f&21000 for the same period in 2012. Our real €
owned and sales of real estate owned increasetbdhe acquisition of FCB, with approximately $imélion of the real estate owned acquired in theB
acquisition remaining in the portfolio at DecemBgr 2013.

Other operating income was $0.6 million in 201%ampared to $0.2 million in 2012. Other operatingpime consists of interchange fees, ATM surct
income, loan servicing fees and rental income.

Noninterest Expens:

Noninterest expense includes salaries and berefitother costs associated with the conduct obparations. We are committed to managing our
within the framework of our operating strategy. Hwer, since we are focused on growth both orgdgieald through acquisition, we expect our expe
to continue to increase as we add employees arslgathjocations to accommodate our growing frarehis

2014 vs. 2013Total noninterest expense was $24.4 million forytear ended December 31, 2014, an increase ofn§ilidn, or 28%, from $19.0 millio
for the year ended December 31, 2013. This incressea result of increased costs associated withegpanded operations as a result of the
acquisition, the expansion into the Lafayette mainkeluding the opening of our Lafayette branchkg tpening of our Highland branch in Baton Ro
and our organic growth.

Salaries and employee benefits increased $2.8omilbr 24%, to $14.6 million for the year ended &waber 31, 2014, compared to $11.8 million fol
year ended December 31, 2013. Staff levels incdeasd 79 full-time equivalent employees at Decen8igr2014 compared to 163 fiitne equivaler
employees at December 31, 2013, accounting for wfodte increase in salary and benefits expensenfywour employees joined the Bank upon
completion of the FCB acquisition. Another compadrafithe increase was the opening of the Lafaymtiech in the fourth quarter of 2013.

49




Net occupancy and equipment expense increased @8%2.4 million for the year ended December 31, 26d4 $1.9 million for the year end
December 31, 2013. This increase is primarily laftable to the costs associated with the two bemere acquired in the FCB acquisition and the
associated with our new branches in Lafayette atdrBRouge.

Data processing expenses increased to $1.3 mfiothe year ended December 31, 2014 from $0.8amiflor the year ended December 31, 2013.
increase is primarily a result of the growth rasgltfrom the FCB merger, the opening of two newnltes in Lafayette and Baton Rouge, as well a
organic growth. Data processing expenses are elated to the number of consumer loans that wecggrand fluctuations in this portfolio will affette
amount of data processing expense. Software amatotizand expenses increased to $0.5 million ferydar ended December 31, 2014 from $0.4 m
for the same period in 2013. This increase carttbibwed to the increased servicing volume of coner loans.

Other expenses include an increase in FDIC anda®$¢ssments of $0.2 million to $0.5 million for jfear ended December 31, 2014 compared tc
million for the year ended December 31, 2013 dusurdincrease in average total assets.

Other operating expenses include security, busidesgelopment, charitable contributions, traininding fees and duplicating costs. Other opere
expenses increased $0.4 million to $2.6 million tfee year ended December 31, 2014 from $2.2 millnthe same period in 2013. The increa:
primarily the result of the FCB acquisition, theeang of two new branches and our organic growtbluded in other operating expenses for 20:
$41,000 of amortization expense related to the #madion of our core deposit intangible associatéti the FCB and SLBB acquisitions.

2013 vs. 2012 Total noninterest expense was $19.0 million fieryear ended December 31, 2013, an increase4fdilion, or 63%, from $11.6 millic
for the year ended December 31, 2012. This increasea result of cost increases associated witlexpansion as a result of the FCB acquisition aur
organic growth, including the costs associated wfining two new branches as well as our operatienter and costs incurred to update our softva
accommodate our indirect auto lending. In 2013,reerded approximately $0.3 million in one-time gewelated expenses associated with the
acquisition, which is included in other operatingpenses.

Salaries and employee benefits increased $4.3omilér 58%, to $11.8 million in 2013, as compa@&7.5 million in 2012. Staff levels increased &8
full-time equivalent employees at December 31, 2848ompared to 100 fuilne equivalent employees at December 31, 2012 usting for most of tr
increase in salary and benefits expense. In additidhe 24 employees who joined us upon the cdioplef the FCB acquisition, we also experienc
full year’'s impact of the personnel we added inremtion with the opening of our two de novo brarscinethe New Orleans markets in December 2012.

Net occupancy and equipment expense increased ®8%9 million in 2013 from $1.1 million for 201Zhis increase is primarily attributable to the s
associated with the two branches we acquired ifr@# acquisition and the costs of constructingparmanent branch in Lafayette.

Data processing expenses increased to $0.8 mili@d13 from $0.5 million in 2012. This increasepidmarily a result of the conversion and merge
FCB’s core data system following the completion ofrtierger. Data processing expenses are also retatkd humber of auto loans that we service
fluctuations in this portfolio will affect the amptof data processing expense. Software amortizainel expenses increased 42% to $0.4 million ir8
from $0.3 million in 2012 due to a software upgréalsupport the expansion of our indirect auto lleggdincluding our ability to service such loans.

Other expenses included FDIC and OFI assessmefts ®Million in 2013, which increased from $0.2limm in 2012 due to our increase in average
assets. Advertising expenses increased $0.1 mitbo$0.3 million in 2013 from $0.2 million in 201@ue to an advertising campaign conducte
connection with our expansion into new marketstaed-CB acquisition.

In addition to non-recurring mergeelated expenses of $0.3 million related to the RERuisition, other operating expenses include rigclousines
development, charitable contributions, traininging fees and duplicating. Other operating expefnseased $1.1 million to $2.2 million in 2013 rfn
$1.1 million in 2012. Included in other operatingpenses for 2013 is $31,000 of amortization expeakded to the amortization of our core def
intangible associated with the FCB and SLBB actjoiss.

Income Tax Expenst

Income tax expense for each of the years endednileme31, 2014 and December 31, 2013 was $1.1 millibe effective tax rate for the year enc
December 31, 2014 and 2013 was 18% and 26%, résggctThe decrease in the effective tax rate isnijadue to the Compang’utilization of it
Historic Rehabilitation Tax Credit.
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Income tax expense was $1.1 million for the yeateenDecember 31, 2013, as compared to $1.0 miiol2012. The effective tax rates for 2013
2012 were 26% and 29%, respectively. The decreadeieffective tax rate from 2012 to 2013 is du¢he nontaxable bargain purchase gain resu
from the FCB acquisition as well as an increagexrexempt interest income.

Risk Management

The primary risks associated with our operatiorscaedit, interest rate and liquidity risk. Credlitd interest rate risk are discussed below, witjlédity
risk is discussed in this section under the healiggidity and Capital Resourcdmlow.

Credit Risk and the Allowance for Loan Losses

General. The risk of loss should a borrower default ormanlis inherent in any lending activity. Our politicand related credit risk are monitored
managed on an ongoing basis by our risk managedegratrtment, the board of directolsdan committee and the full board of directors. Mtiéze a tet
point riskrating system, which assigns a risk grade to eachoWwer based on a number of quantitative and @iz factors associated with a I
transaction. The risk grade categorizes the logndne of five risk categories, based on infornratibout the ability of borrowers to service thetd@he
information includes, among other factors, curfémincial information about the borrower, histotipayment experience, credit documentation, p
information and current economic trends. Thesegeaiies assist management in monitoring our craditlity. The following describes each of the
categories, which are consistent with the defingiased in guidance promulgated by federal baniggglators:

« Pass (Loan grades-6) —Loans not meeting the criteria below are considerask. These loans have high credit characteriatidsfinancie
strength. The borrowers at least generate prafiiscash flow that are in line with peer and industandards and have debt service coverage
above loan covenants and our policy guidelines.sbame of these loans, a guaranty from a financé@lyable party mitigates characteristics o
borrower that might otherwise result in a lowerdgr:

« Special Mention (grade A-Loans classified as special mention possess sozdé deficiencies that need to be corrected tochaogreater risk
default in the future. For example, financial ratielating to the borrower may have deterioratefferQ a special mention categorizatiol
temporary while certain factors are analyzed ortenataddressed before the loan -categorized as either pass or substant

« Substandard (grade 8)-Loans rated as substandard are inadequately prdtbgtthe current net worth and paying capacitshefborrower or tr
liquidation value of any collateral. If deficiensi@re not addressed, it is likely that this catggirloan will result in the Bank incurring a lo
Where a borrower has been unable to adjust to indasgeneral economic conditions, the borrc's loan is often categorized as substanc

« Doubtful (grade 9)}—Doubtful loans are substandard loans with one orenamditional negative factors that makes full extion of amoun
outstanding, either through repayment or liquidatd collateral, highly questionable and improba

« Loss (grade 10—Loans classified as loss have deteriorated to aymbint that it is not practicable to defer writioff the loan. For these loans,
efforts to remediate the loanhegative characteristics have failed and theevafuthe collateral, if any, has severely detetedarelative to tr
amount outstanding. Although some value may bevereal on such a loan, it is not significant in tielato the amount borrowe

At December 31, 2014 and December 31, 2013, them wo loans classified as doubtful or loss, whilere were $5.6 million and $4.2 millic
respectively, of loans classified as substandadd®n5 million and $1.2 million, respectively, @fans classified as special mention as of such .daf
our substandard and special mention loans at Deme®ih 2014 and December 31, 2013, $3.7 million$h@ million, respectively, were acquired in
FCB acquisition and marked to fair value at theetiofi their acquisition. At December 31, 2012, wd ha doubtful or loss loans, and we had substai
and special mention loans of $0.9 million and $4ilion, respectively.

An external loan review consultant is engaged allnbg the risk management department to reviewaximately 40% of commercial loans, utilizin
risk-based approach designed to maximize the effectbgenkthe review. In addition, credit analysts paigally review smaller dollar commercial loi
to identify negative financial trends related ty ame borrower, any related groups of borroweraroindustry. All loans not categorized as paspater
an internal watch list, with quarterly reports e toard of directors. In addition, a written ssateport is maintained by our special assets divigr al
commercial loans categorized as substandard orewidfe use this information in connection with oallection efforts.

If our collection efforts are unsuccessful, coltatesecuring loans may be repossessed and sdior doans secured by real estate, foreclosure pding:
initiated. The collateral is sold at public auctifor fair market value (based upon recent appisalith fees associated with the foreclosure
deducted from the sales price. The purchase psiepplied to the outstanding loan balance. If tenlbalance is greater than the sales proceec
deficient balance is charged-off.
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Allowance for Loan Losse. The allowance for loan losses is an amount thatagement believes will be adequate to absorb plelasses inherent
the entire loan portfolio. The appropriate leveltbé allowance is based on an ongoing analysih@fldan portfolio and represents an amount
management deems adequate to provide for inheossed, including collective impairment as recoghineder ASC Topic 450Contingencies.
Collective impairment is calculated based on logwmaiped by grade. Another component of the allowaadosses on loans assessed as impaired
ASC Topic 310Receivables The balance of these loans and their relatedvatige is included in managemeangstimation and analysis of the allowe
for loan losses. Other considerations in estaligshine allowance for loan losses include the natunek volume of the loan portfolio, overall ports
quality, historical loan loss, review of specificoplem loans and current economic conditions thay miffect the borrowes’ ability to pay, as well |
trends within each of these factors. The allowaocdoan losses is established after input from agament as well as our risk management depar
and our special assets committee. We evaluatedéguacy of the allowance for loan losses on a gugibasis. This evaluation is inherently subjesti
it requires estimates that are susceptible to fégmit revision as more information becomes avélabhe allowance for loan losses was $4.6 milkd
December 31, 2014, up from $3.4 million at Decen#igr2013 and $2.7 million at December 31, 2012ywasdncreased our loan loss provisionin
reflect our organic loan growth.

A loan is considered impaired when, based on ctiirdarmation and events, it is probable that wé b& unable to collect the scheduled paymen
principal and interest when due according to tharectual terms of the loan agreement. Determinadfdmpairment is treated the same across alkel
of loans. Impairment is measured on a loardan basis for, among others, all loans of $500,00@reater, nonaccrual loans and a sample of
between $250,000 and $500,000. When we identifyaa bs impaired, we measure the extent of the impai based on the present value of exp
future cash flows, discounted at the |l@apffective interest rate, except when the solmdiring) source of repayment for the loans is theration o
liquidation of the collateral. In these cases wii@m®closure is probable, we use the current faluevaf the collateral, less selling costs, insteé
discounted cash flows. For real estate collaténal fair value of the collateral is based uponcemé appraisal by a qualified and licensed appraise/e
determine that the value of the impaired loan $s ldnan the recorded investment in the loan (net®fious chargeffs, deferred loan fees or costs
unamortized premium or discount), we recognize impent through an allowance estimate or a chaffeecorded against the allowance. When
ultimate collectability of the total principal ohampaired loan is in doubt and the loan is on onaal, all payments are applied to principal, urttie
cost recovery method. When the ultimate collecitbilf the total principal of an impaired loan istrin doubt and the loan is on nonaccrual, contis
interest is credited to interest income when resdivinder the cash basis method.

Impaired loans at December 31, 2014 were $3.6anijlincluding impaired loans acquired in the FCBuasition in the amount of $1.3 million, compa
to $4.2 million, including impaired loans acquinedthe FCB acquisition in the amount of $3.8 milliat December 31, 2013. Impaired loans were
million at December 31, 2012, none of which werguared loans. At December 31, 2014 and Decembe2@113, $0.1 million and $37,000, respectiv
of the allowance for loan losses were specificallgcated to impaired loans, while $0.1 milliontbé allowance was specifically allocated to suema
December 31, 2012.

The provision for loan losses is a charge to incomaen amount that management believes is necessangintain an adequate allowance for loan lo
The provision is based on managememégular evaluation of current economic conditionsur specific markets as well as regionally aadgionally
changes in the character and size of the loangbortiinderlying collateral values securing loaasq other factors which deserve recognition imesiing
loan losses. For the year ended December 31, 2012@13, the provision for loan losses was $1.6ianiland $1.0 million, respectively, up from $
million in 2012. The increase is due primarily e toverall growth in our loan portfolio, includimgr commercial real estate loans.

Acquired SLBB loans had a carrying value of $31ilion and a fair value of $31.5 million on the agsjtion date, while acquired FCB loans h:
carrying value of $78.4 million and a fair value®¥7.5 million on the acquisition date. Acquiredns that are accounted for under ASC 310L8@:s
and Debt Securities Acquired with Deteriorated Gr&liality (“ASC 310-30"),were marked to market on the date we acquiredotreslto values whic
in managemens’ opinion, reflected the estimated future cash dldwased on the facts and circumstances surrouediciy respective loan at the dat
acquisition. We continually monitor these loanspast of our normal credit review and monitoring gedures for changes in the estimated future
flows. Because ASC 3180 does not permit carry over or recognition oilawance for loan losses, we may be requiredderke for these loans in -
allowance for loan losses through future provisfonloan losses if future cash flows deterioratéoweinitial projections. We did not increase
allowance for loan losses for loans accounted faten ASC 310 during 2014, 2013 or 2012. There was no pronigay loan losses charged
operating expense attributable to loans accoumtedrfder ASC 310-30 for the years ended Decemhe2®U, 2013 and 2012.
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The following table presents the allocation of @&lewance for loan losses by loan category asefitites indicated (dollars in thousands):

Mortgage loans on real esta
Construction and developme
1-4 Family
Multifamily
Farmland
Nonfarm, nonresidenti:

Commercial and industrii

Consume
Total

December 31,

2014 2013 2012 2011 2010

526 $ 420 $ 276 $ 385 $ 356

909 567 415 194 158

137 101 18 5 6

18 4 = = 4

1,571 992 977 506 332
390 397 332 306 307
1,07¢ 899 704 350 313
4,63C $ 3,38C $ 2,722 $ 1,74€ $ 1,47¢€

The following table presents the amount of thevedioce for loan losses allocated to each loan categ® a percentage of total loans as of the

indicated:

Mortgage loans on real esta
Construction and developme
1-4 Family
Multifamily
Farmland
Nonfarm, nonresidentic

Commercial and industrii

Consume
Total

December 31,

0.0¢
0.15
0.02

0.25
0.0€
0.17
0.74

%

%

2013 2012 2011 2010
0.0€ % 0.1C % 0.1 % 0.23 %
0.11 0.14 0.0¢ 0.1C
0.02 0.01 - -
0.2C 0.33 0.22 0.21
0.08 0.12 0.14 0.19
0.18 0.24 0.1€ 0.2C
0.67 % 0.94 % 0.7¢ % 0.93 %
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As discussed above, the balance in the allowandeda losses is principally influenced by the psion for loan losses and by net loan loss expegen
Additions to the allowance are charged to the miowi for loan losses. Losses are charged to tbevafice as incurred and recoveries on losses pdyiou
charged to the allowance are credited to the alhoeat the time recovery is collected. The tablevbeeflects the activity in the allowance for losses
for the periods indicated (dollars in thousands):

Year ended December 31,

2014 2013 2012 2011 2010
Allowance at beginning of peric $ 3,38C $ 2,722 $ 1,74¢€ $ 1,47¢ $ 1,471
Provision for loan losse 1,62¢ 1,02¢ 685 639 1,01¢
Chargr-offs:
Mortgage loans on real esta
Construction and developme - - - - (339
1-4 Family (123) - - (63) (55)
Multifamily - - (15) - -
Farmlanc - - - - -
Nonfarm, nonresidenti: 3) - - (20) (448)
Commercial and industrii (16) (118) - (218) (84)
Consume (317) (271) (166) (77) (103)
Total charg-offs (459) (389) (181) (378) (1,024)
Recoveries
Mortgage loans on real esta
Construction and developme 1 - - - 8
1-4 Family 4 - - -
Multifamily - - - - -
Farmlanc - - - - -
Nonfarm, nonresidenti: 1 - 448 - -
Commercial and industrii 17 - 2 - -
Consume 58 21 22 9 2
Total recoverie: 81 21 472 9 10
Net (charg-offs) recoverie: (378) (368) 291 (369) (1,014)
Balance at end of peric $ 4,63C $ 3,38C $ 2,722 $ 1,74¢ $ 1,47¢
Net charg-offs to:
Loans- average 0.07% 0.09% -0.12% 0.20% 0.68%
Allowance for loan losse 8.16% 10.8% -10.6%% 21.1%% 68.7(%
Allowance for loan losses t
Total loans 0.74% 0.67% 0.94% 0.79% 0.93%
Nonperforming loan 139% 227% 513€% 623€% 40%

The allowance for loan losses to total loans ritimeased to 0.74% at December 31, 2014 compar@dbi@s at December 31, 2013. The allowanc
loan losses to nonperforming loans ratio decrets@89% at December 31, 2014 from 227% at Dece®ibe?013 as the result of a $1.9 million incre

in nonperforming loansThe decrease in both the ratio of the allowancédof@n losses to total loans and the ratio of thenaince fo
loan losses to nonperforming loans at DecembeR@13 compared to December 31, 2012 was due to/th& $nillion of loan
acquired in the FCB acquisition offset by an oM@émaprovement of credit quality.

Charge-offs reflect the realization of losses i@ fgortfolio that were recognized previously throulyé provision for loan losses. Net chaajés for the
years ended December 31, 2014 and 2013 were eatmilion, equal to 0.07% and 0.09%, respectivefypur average loan balance as of such date
2012, we had a net recovery of $0.3 million, @12% as a percentage of average loans, due tgle secovery on a nonfarm, nonresidential comrat
real estate loan. For the years ended Decemb&03%, 2013 and 2012, the majority of our chards-akre indirect consumer loans. Net chaoffs-of
our indirect consumer loans as a percentage ohgeendirect consumer loans for the years endeerleer 31, 2014 and 2013 were 0.16% and O.
respectively, while net chargets of our indirect consumer loans as a percenth@g&erage indirect consumer loans for the yededrbecember 31, 20
was 0.16%.
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Management believes the allowance for loan lossd3eaember 31, 2014 is sufficient to provide adégyaotection against losses in our portf
Although the allowance for loan losses is considemequate by management, there can be no asstianhtsas allowance will prove to be adequate
time to cover ultimate losses in connection with loans. This allowance may prove to be inadeqdageto unanticipated adverse changes in the ecc
or discrete events adversely affecting specifidaraers or industries. Our results of operations famahcial condition could be materially advers
affected to the extent that the allowance is iniigfiit to cover such changes or events.

Nonperforming assets and restructured lo. Nonperforming assets consist of nonperformingido@nd real estate owned. Nonperforming loanshas
on which the accrual of interest has stopped andaghich are contractually 90 days past due on lwimiterest continues to accrue. Loans are ordyr
placed on nonaccrual when a loan is specificallgrmeined to be impaired or when principal and ieseris delinquent for 90 days or more. Howe
management may elect to continue the accrual wierstimated net available value of collateralii§icgent to cover the principal balance and acd
interest. It is our policy to discontinue the a&drof interest income on any loan for which we hagasonable doubt as to the payment of intere
principal. Nonaccrual loans are returned to anwad@tatus when the financial position of the baepindicates there is no longer any reasonablétdax
to the payment of principal or interest.

Another category of assets which contribute toayadit risk is troubled debt restructurings, otmestured loans. A restructured loan is a loanwbich €
not-insignificant concession has been granted ¢obitrrower due to a deterioration of the borrowdinancial condition and which are performing
accordance with the new terms. Such concessionsimolude reduction in interest rates, deferralraéiest or principal payments, principal forgives
and other actions intended to minimize the econdods and to avoid foreclosure or repossessiotefcbllateral. We strive to identify borrowers
financial difficulty early and work with them to rdidy their loans to more affordable terms beforehslpan reaches nonaccrual status. In evall
whether to restructure a loan, management analymesongterm financial condition of the borrower, includimgarantor and collateral support
determine whether the proposed concessions wilease the likelihood of repayment of principal amerest. Restructured loans that are not perfay
in accordance with their restructured terms thatedther contractually 90 days past due or placedamaccrual status are reported as nonperforroars

All of our restructured loans, consisting of seweadits, were loans acquired from FCB. All seveadits were considered restructured loans due
modification of term through adjustments to maguris of December 31, 2014, restructured loandedt$0.6 million, with one of the restructured le
in default of its modified terms and placed on remmaal, while restructured loans at December 3132@ere $0.8 million, with all such loans perforg
in accordance with their modified terms. The Conyplaad $0.4 million and $0 respectively in nonactreatructured loans as of December 31, 201-
2013.

The following table shows the principal amountsohperforming and restructured loans as of Dece®be2014, 2013, 2012, 2011, and 2010. All k
where information exists about possible credit fois that would cause us to have serious doubtst &he borrowes ability to comply with the curre
repayment terms of the loan have been reflectéluginable below (dollars in thousands):

December 31,

2014 2013 2012 2011 2010
Nonaccrual loan $ 334C $ 1,48 $ 53 % 28 % 3,68€
Accruing loans past due 90 days or - - - - -
Total nonperforming loar 3,34C 1,48¢ 53 28 3,68¢
Restructured loar 226 815 - - -
Total nonperforming and restructured lo: $ 3,566 $ 2304 $ 53 $ 28 $ 3,68€
Interest income recognized on nonperforming
and restructured loa 105 10C 2 1 117
Interest income foregone on nonperforming
and restructured loa 169 281 4 4 91
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Of our total nonaccrual loans at December 31, 201312013, $1.1 million and $1.2 million, respediiyevere acquired in the acquisition of FCB. We
no nonaccrual loans acquired through acquisitioDeatember 31, 2012. Nonperforming loans are comgréf accruing loans past due 90 days or
and nonaccrual loans. Nonperforming loans outstendépresented 0.54% of total loans at DecembeR@14, nonperforming loans other than tt
acquired through an acquisition were 0.36%, andpadorming acquired loans were 0.18% at such dédamperforming loans outstanding, includ
acquired nonperforming loans, represented 0.30%0a®26 of total loans at December 31, 2013 and 2@&kpectively. None of the loans acquired 1
SLBB were nonperforming at December 31, 2012.

Real Estate Owne. Real estate owned consists of properties acqthredigh foreclosure or acceptance of a deed indfeforeclosure. These proper
are carried at the lower of cost or fair marketueabased on appraised value less estimated sebistg. Losses arising at the time of foreclosu
properties are charged against the allowance #or losses. Real estate owned with a cost basis.8frillion and $1.6 million was sold during theays
ended December 31, 2014 and 2013, respectivelyftiresin a net gain of $0.2 million and $0.1 noli for the respective period, compared to a cost
of $0.3 million and a net gain of $2,000 at Decengie 2012.

At December 31, 2014, $1.3 million of our real &stawned was related to our acquisition of FCB carag to $1.6 million at December 31, 201%
connection with our acquisition of FCB, the Bankesgl to share with the former FCB shareholderptbeeeds that we received in connection witt
sale ofone piece of property, which had both a carryinlyeand a fair market value of $0.6 million as afd@mber 31, 2014 and December 31, Z
respectively. Under this arrangement, if this propes sold within four years of the closing dafeoar acquisition of FCB, then we are entitled étair
the first $0.7 million of the sale proceeds plusaamunt necessary to cover our selling expensds,the remaining proceeds, if any, to be paid tanfa
FCB shareholders. After the fourth anniversaryheftlosing date, which is May 1, 2017, we are lextito retain all sales proceeds arising upon e @
this property.

The following table provides details of our realaés owned as of the dates indicated (dollarsanghnds):

December 31, 2014 December 31, 2013
Construction and developme $ 2,13C $ 2,352
1-4 Family 605 812
Multifamily - 350
Nonfarm, nonresidenti: - -
Total real estate owni $ 2,73 $ 3,51E

Changes in our real estate owned were as follomhéoperiods indicated (dollars in thousands):

Year ended Year ended
December 31, 2014 December 31, 2013
Balance, beginning of peric $ 3,61t $ 2,27¢
Transfers from loan - 465
Transfers from acquired loa 706 822
Acquired real estate ownt - 1,71¢€
Sales of real estate own (1,27¢€) (1,645)
Write-downs (210) (121)
Balance, end of peric $ 2,73t $ 3,51F

Interest Rate Risl

Market risk is the risk of loss from adverse changemarket prices and rates. Since the majoritgufassets and liabilities are monetary in natoue
market risk arises primarily from interest ratekrisherent in our lending and deposit activitiessédden and substantial change in interest rate:
adversely impact our earnings and profitabilitydaese the interest rates borne by assets andtiebitio not change at the same speed, to the sdere
or on the same basis. Accordingly, our ability togetively structure the volume and mix of our &ssed liabilities to address anticipated chang
interest rates, as well as to react quickly to duiattuations, can significantly impact our finaalciesults. To that end, management actively monaoc
manages our interest rate risk exposure.
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The Asset/Liability Committee (“ALCO™has been authorized by the board of directors folement our asset/liability management policy, W
establishes guidelines with respect to our exposuriaterest rate fluctuations, liquidity, loan lismas a percentage of funding sources, exposi
correspondent banks and brokers and reliance orcorendeposits. The goal of the policy is to enaisléo maximize our interest income and maintair
net interest margin without exposing the Bank toessive interest rate risk, credit risk and ligyidisk. Within that framework, the ALCO monitorsin
interest rate sensitivity and makes decisionsinglab our asset/liability composition.

We monitor the impact of changes in interest rateur net interest income using gap analysis. gdge represents the net position of our asset
liabilities subject to repricing in specified tinperiods. During any given time period, if the amibofrate-sensitive liabilities exceeds the amafiate-
sensitive assets, a financial institution wouldegatly be considered to have a negative gap positia would benefit from falling rates over thatipe of
time. Conversely, a financial institution with asfttve gap position would generally benefit frorsimig rates.

Within the gap position that management directs attempt to structure our assets and liabilitieminimize the risk of either a rising or fallingtéres
rate environment. We manage our gap position foe thorizons of one month, two months, three morfiths,to six months, seven to twelve months,
24 months, 25-36 months, &0 months and more than 60 months. The goal ofsset/liability management is for the Bank to maine net intere
income at risk in an up or down 100 basis poiniremment at less than (5)%.

The following table depicts the estimated impactnan interest income of immediate changes in isterates at the specified levels for the pel
presented:

As of December 31, 2014

Estimated
Changes in Interest Rates Increase/Decrease in
(in basis points) Net Interest Income(d
+400 (20.89%
+300 (15.69%
+200 (9.90)%
+100 (5.39%
-100 1.67%
-200 (1.74)%
-300 (5.47%

(1) The percentage change in this column representprtfjected net interest income for 12 months otatlfalance sheet in a stable interest
environment versus the projected net interest irconthe various rate scenari

At December 31, 2014, the Bank was not within tbkcp guidelines for asset/liability management du¢he increase in loans held for sale resultingn
two consumer loan pool sales that were delayethadfitst quarter of 2015 (and subsequently consueihaalong with the corresponding short t
FHLB advances used to fund the origination of tHeaes. Assuming the two consumer loan pool sagstaken place on or prior to December 31, 2
the estimated impact on net interest income of idiate changes in interest rates of +100 basis pouats (3.77)% which is within the Baskpolicy
guidelines. At December 31, 2013, the Bank wasiwitie policy guidelines.

The computation of the prospective effects of higptital interest rate changes requires numerousrg®ns regarding characteristics of new bus
and the behavior of existing positions. These mssirassumptions are based upon our experienceebsigilans and published industry experience
assumptions include asset prepayment speeds, dtwepfctors, the relative price sensitivity ofrtz@n assets and liabilities and the expecteddifaon-
maturity deposits. However, there a number of factbat influence the effect of interest rate fiattons on us which are difficult to measure aretijmt
For example, a rapid drop in interest rates migtuse our loans to repay at a more rapid pace ataircenortgageelated investments to prepay
quickly than projected. This could mitigate somehaf benefits of falling rates as are expected wherre in a negativelgapped position. Conversely
rapid rise in rates could give us an opportunitintmease our margins and stifle the rate of regatron our mortgageelated loans which would increi
our returns. As a result, because these assumpatierisherently uncertain, actual results will eiiffrom simulated results.
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Liquidity and Capital Resources

Liquidity . Liquidity is a measure of the ability to fund loeammitments and meet deposit maturities and withdisin a timely and costffective way
Cash flow requirements can be met by generatingneetme, attracting new deposits, converting agsetash or borrowing funds. While maturities
scheduled amortization of loans and securitiepegdictable sources of funds, deposit outflowsn Ipeepayments, loan sales and borrowings are g
influenced by general interest rates, economic itiond and the competitive environment in which amerate. To minimize funding risks, we clos
monitor our liquidity position through periodic iews of maturity profiles, yield and rate behavjoasd loan and deposit forecasts. Excess sbort-
liquidity is usually invested in overnight fedefahds sold.

Our core deposits, which are deposits excluding til@posits greater than $250,000 and deposits oicipalities and other political entities, are onos
stable source of liquidity to meet our cash floved due to the nature of the logm relationships generally established with aigtemers. Maintainir
the ability to acquire these funds as needed iraréety of markets, and within ALCO compliance tdsgds essential to ensuring our liquidity.
December 31, 2014 and 2013, 67% and 82% of ourdesets, respectively, were funded by core deposit

Our investment portfolio is another alternative riceeting our cash flow requirements. Investmeniréges generate cash flow through principal payts
and maturities, and they generally have readilyilavie markets that allow for their conversion taskh. Some securities are pledged to secure ¢
deposit types or shotérm borrowings (such as FHLB advances), which itgpheir liquidity. At December 31, 2014, secestwith a carrying value
$63.1 million were pledged to secure deposits ordvangs, compared to $41.7 million in pledged sims as of December 31, 2013.

Other sources available for meeting liquidity nesddude advances from the FHLB, repurchase agratsrend other borrowings. FHLB advances
primarily used to matcfund fixed rate loans in order to minimize intereste risk and also may be used to meet day tdigiaigity needs, particularly
the prevailing interest rate on an FHLB advance manes favorably to the rates that we would be reduio pay to attract deposits. At Decembe
2014, the balance of our outstanding advancesthéh-HLB was $125.8 million, an increase from $3@i8ion at December 31, 2013. The total am«
of the remaining credit available to us from thelBHat December 31, 2014 was $142.3 million. Repasehagreements are contracts for the s:
securities which we own with a corresponding ages@nto repurchase those securities at an agread piiee and date. Our policies limit the us:
repurchase agreements collateralized by U.S. Treasnd agency securities. We had $12.3 million epurchase agreements outstanding ¢
December 31, 2014, compared to $10.2 million oft@uding repurchase agreements as December 31,628y, we maintain lines of credit with otl
commercial banks totaling $33.6 million. One lirffeccedit, in the amount of $5.0 million, is secutwdall of the stock of the Bank, while the othieek o
credit are unsecured, uncommitted lines of cretlite lines of credit mature at various times witte next twelve months. There were no amc
outstanding under these lines of credit at Decer@be2014 or 2013.

Our liquidity strategy is focused on using the tezsstly funds available to us in the context of balance sheet composition and interest ratepasition
Accordingly, we target growth of noninterdstaring deposits. Although we cannot directly aolritne types of deposit instruments our customko®se
we can influence those choices with the interassrand deposit specials we offer. We do not hoydeiokered deposits, as defined for federal reguy
purposes, although we do hold QwikR&tdeposits which we obtain via the internet to adsléguidity needs when rates on such deposits coe
favorably with deposit rates in in our markets. Bécember 31, 2014, we held $52.7 million of QwilR&tdeposits, down from $54.3 million
December 31, 2013.

The following tables presents, by type, our fundsegrces, which consist of total average depositisbarrowed funds, as a percentage of total fund
the total cost of each funding source for the yeaded December 31, 2014 and 2013:

Percentage of Total Cost of Funds
Year ended Year ended
December 31, December 31,
2014 2013 2014 2013

Noninteres-bearing deman 11 % 13 % - % - %
Interes-bearing deman 27 25 0.6 0.6
Savings 8 9 0.7 0.7
Time deposit: 44 46 1.0 1.0
Shor-term borrowings 4 5 0.2 0.2
Borrowed fund: 6 2 0.9 1.0
Total deposits and borrowed fur 100 % 100 % 3.4 % 3.5 %
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We are subject to certain restrictions on dividendsder applicable banking laws and regulationgeas¥ refer to the discussion under the he
“Supervision and Regulation — Dividends”Item 1, Business, for more information regarding restrictions on dividends applicable to thenPany an
the Bank.

Capital Management Our primary sources of capital include retainadhings, capital obtained through acquisitions prateeds from the sale of «
capital stock. We are subject to various regulatapital requirements administered by the FedersleRre and the FDIC. These requirement:
described in greater detail under the heading “Buigien and Regulation — Regulatory Capital Requeats” of Item 1, Business. Those guideli
specify capital tiers, which include the followintassifications:

Capital Tiers

Tier 1 Capital to
Average Assets
(Leverage)

Tier 1 Capital to
Risk-Weighted
Assets

Total Capital to
Risk-Weighted
Assets

Well capitalizec

Adequately capitalize
Undercapitalizet
Significantly undercapitalize

5% or above
4% or above
Less than 49
Less than 3%

6% or above
4% or above
Less than 49
Less than 3%

10% or above¢
8% or above
Less than 8%
Less than 6%

Critically undercapitalize: 2% or less

The Company and the Bank each were in compliante ali regulatory capital requirements as of Decengd, 2014 and 2013, and the Bank we
compliance with all regulatory capital requiremeassof December 31, 2012. The Bank also was carsldevell-capitalized” under the FDI€ promp
corrective action regulations as of these dates.f@lowing table presents the actual capital anand regulatory capital ratios for the Company
Bank as of the dates presented (dollars in thosgand

Minimum Capital
Requirement to be

Actual Well Capitalized

Amount Ratio Amount Ratio
December 31, 201
Investar Holding Corporation:
Tier 1 capital to average assets (lever:i $ 103,53¢ 12.61% - -
Tier 1 capital to ris-weighted asse! 103,53¢ 13.7% - -
Total capital to ris-weighted asse! 108,16¢ 14.41% = =
Investar Bank:
Tier 1 capital to average assets (lever: $ 73,87(C 9.00% $ 41,02¢ 5.00%
Tier 1 capital to ris-weighted asse 73,87( 9.86% 44,95¢ 6.0C%
Total capital to ris-weighted asse! 78,50( 10.4&% 74,931 10.0%
December 31, 201
Investar Holding Corporation:
Tier 1 capital to average assets (lever: $ 56,05¢ 9.53% - -
Tier 1 capital to ris-weighted asse! 56,05¢ 10.85% - -
Total capital to ris-weighted asse! 59,43¢ 11.51% - -
Investar Bank:
Tier 1 capital to average assets (lever: $ 55,89¢ 9.50% $ 29,42: 5.00%
Tier 1 capital to ris-weighted asse! 55,89 10.82% 30,97¢ 6.00%
Total capital to ris-weighted asse! 59,27¢ 11.48% 51,632 10.0%

Off-Balance Sheet Transactions

The Bank entered into forward starting interesé mvap contracts to manage exposure against tienigy in the expected future cash flows (fut
interest payments) attributable to changes in theotth LIBOR associated with the forecasted issesiwé 1month fixed rate debt arising from a rollo
strategy. An interest rate swap is an agreementeblgeone party agrees to pay a fixed rate of isteo@ a notional principal amount in exchange
receiving a floating rate of interest on the samtomal amount for a predetermined period of tifren a second party. The maximum length of timer
which the Bank is currently hedging its exposuréhevariability in future cash flows for forecagtieansactions is five years. The total notionaban o
the derivative contracts is $20.0 million.
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For the year ended December 31, 2014, a loss 2frfillion has been recognized in other comprehen@bss) income in the accompanying consolic
statement of other comprehensive income for thaghan fair value of the interest rate swap. Thapweontract had a negative fair value of $0.3 ori
as of December 31, 2014. The Bank expects the hedgenain fully effective during the remainingrteof the swap contract.

The Bank enters into loan commitments and staneltbgrs of credit in the normal course of its businé.oan commitments are made to meet the fina
needs of our customers, while standby letters eflitcommit the Bank to make payments on behatfustomers when certain specified future ey
occur. The credit risks associated with loan commaitts and standby letters of credit are essentiaflysame as those involved in making loans t
customers. Accordingly, our normal credit policegsply to these arrangements. Collateral (e.g.,rgEs) receivables, inventory, equipment, etc
obtained based on management’s credit assessmideat aistomer.

Loan commitments and standby letters of credit@onecessarily represent future cash requiremintisat while the customer typically has the apiti
draw upon these commitments at any time, these dionemts often expire without being drawn upon it éu at all. Virtually all of our standby lettecs
credit expire within one year. Our unfunded loamottments and standby letters of credit outstandiege as follows at the dates indicated (dolla
thousands):

December 31, 2014 December 31, 2013
Commitments to extend credit:
Loan commitment $ 90,94¢ $ 66,69¢
Standby letters of crec 534 421

The Company closely monitors the amount of remairiinture commitments to borrowers in light of priéimg economic conditions and adjusts tr
commitments as necessary. The Company will continigeprocess as new commitments are entered irggisting commitments are renewed.

For each of the years ended December 31, 2014Gi8] %e engaged in no dfalance sheet transactions reasonably likely te bawaterial effect on ¢
financial condition, results of operations or cisiws currently or in the future.

Contractual Obligations

The following table presents, as of December 31428ignificant fixed and determinable contractaligations to third parties by payment date (ds
in thousands):

Payments Due In:

Less Than One to Three to Over Five

One Year Three Years Five Years Years Total
Deposits without a stated maturity! $ 317,78: $ - $ - % - $ 317,78
Time deposit: 190,94¢ 110,62¢ 8,765 - 310,33¢
Securities sold under agreements to repurc 12,29z - - - 12,29:
Federal Home Loan Bank advani 104,33¢ 20,24¢ 850 350 125,78¢
Junior subordinated debentu - - - 3,60¢ 3,60¢
Interest rate swaf - - - 20,00( 20,00(
Total contractual obligatior $ 62535¢ $ 130,87: $ 961 $ 2395¢ $ 789,80¢

(1) Excludes interes

Item 7A. Quantitative and Qualitative Disclosures Aout Market Risk

The information contained in the section captiofig&nagement’s Discussion and Analysis of Finan@ahdition and Results of OperationsRisk
Management” in Item 7 hereof is incorporated hebgimeference.
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Item 8. Financial Statements and Supplementary Data

INDEPENDENT AUDITORS' REPORT

To the Shareholders and Board of Directors
Investar Holding Corporation
Baton Rouge, Louisiana

We have audited the accompanying consolidated balaheets of Investar Holding Corporation as ofdbdzer 31, 2014 and 2013, and the re
statements of operations, comprehensive incomegelsain stockholdergquity, and cash flows for each of the years dutiirggthree year period enc
December 31, 2014. These consolidated financi&rsents are the responsibility of the Companyianagement. Our responsibility is to expres
opinion on these consolidated financial statemeased on our audits.

We conducted our audits in accordance with thedstas of the Public Company Accounting OversighaiBlo(United States). Those standards re
that we plan and perform the audits to obtain neaSle assurance about whether the consolidatedcimlestatements are free of material misstater
The Company is not required to have, nor were wgaged to perform, an audit of its internal conweér financial reporting. Our audit incluc
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, butarothe
purpose of expressing an opinion on the effectigerd the Company's internal control over finanmglorting. Accordingly, we express no such opir
An audit also includes examining, on a test basigjence supporting the amounts and disclosuréiseirtonsolidated financial statements, assessi
accounting principles used and significant estimatade by management, as well as evaluating thalbfieancial statement presentation. We bel
that our audits provide a reasonable basis foopimion.

In our opinion, the consolidated financial statetearferred to above present fairly, in all mater&spects, the financial position of Investar Hiog
Corporation as of December 31, 2014 and 2013, lamdesults of its operations and cash flows fohe#che years during the three year period e
December 31, 2014, in conformity with accountinggiples generally accepted in the United State&roérica.

/sl Postlethwaite & Netterville
Baton Rouge, Louisiana
March 31, 2015
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INVESTAR HOLDING CORPORATION
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share data)

December 31,

2014 2013
ASSETS
Cash and due from ban $ 551¢ $ 5,964
Interes-bearing balances due from other ba 13,49: 21,73¢
Federal funds sol 500 500
Cash and cash equivalent 19,512 28,20
Available for sale securities at fair value (ammetl cost of $69,838 and $56,733,
respectively 70,29¢ 56,17:
Held to maturity securities at amortized cost (eated fair value of $22,301 and
$5,986, respectivel 22,51¢ 6,57¢
Loans held for sal 103,39¢ 5,02¢
Loans, net of allowance for loan losses of $4,630%$8,380, respective 618,16( 500,71°¢
Other equity securitie 5,56€ 2,02C
Bank premises and equipment, net of accumulatededigpion of $3,964 and $2,679,
respectively 28,53¢ 24,68(
Real estate owned, r 2,73E 3,51k
Accrued interest receivab 2,43E 1,83t
Deferred tax assi 1,097 1,20t
Goodwill 2,684 2,684
Other asset 2,415 2,30¢
Total assets $ 879,35¢ $ 634,94¢
LIABILITIES
Deposits:
Noninteres-bearing $ 70,217 $ 72,79
Interes-bearing 557,90 459,811
Total deposits 628,11¢ 532,60¢
Advances from Federal Home Loan B¢ 125,78 30,81¢
Repurchase agreemel 12,29: 10,20¢
Note payable 3,60¢ 3,60¢
Accrued interest payab 284 285
Accrued taxes and other liabiliti 5,881 1,942
Total liabilities 775,97( 579,46:
STOCKHOLDERS'’ EQUITY
Common stock, $1.00 par value per share; 40,00Gbafes authorized; 7,262,085
and 3,945,114 shares issued and outstandimggat@gely 7,264 3,945
Treasury stocl (23) -
Surplus 84,21: 45,281
Retained earninc 11,80¢ 6,60¢
Accumulated other comprehensive income (li 121 (350)
Total stockholders' equity 103,38¢ 55,48:
Total liabilities and stockholders' equity $ 879,35¢ $ 634,94¢

See accompanying notes to the consolidated finesiggements
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INVESTAR HOLDING CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except share data)

For the years ended
December 31,

2014 2013 2012
INTEREST INCOME
Interest and fees on loa $ 29,97¢ $ 21,68¢ $ 13,96¢
Interest on investment securitit
Taxable interest inconm 945 402 278
Exempt from federal income tax 394 354 307
Other interest incom 51 30 34
Total interest incom 31,36¢ 22,472 14,587
INTEREST EXPENSE
Interest on deposi 4,273 3,204 2,361
Interest on borrowing 402 256 181
Total interest expens 4,675 3,46C 2,542
Net interest incom 26,694 19,012 12,04¢
Provision for loan losse 1,62¢ 1,02€ 685
Net interest income after provision for loan los 25,06€ 17,98€ 11,36C
NONINTEREST INCOME
Service charges on deposit accot 305 214 118
Gain on sale of investment securities, 340 449 139
Gain on sale of real estate owned, 230 97 2
Gain on sale of loans, n 1,65¢ 247 34
Gain on sale of fixed assets, | 3 2 -
Bargain purchase ga - 906 -
Fee income on mortgage loans held for sale 2,11¢ 2,842 3,131
Other operating incom 1,204 596 201
Total noninterest incom 5,86C 5,354 3,62E
Income before noninterest expel 30,92¢ 23,34C 14,98¢
NONINTEREST EXPENSE
Salaries and employee bene 14,565 11,772 7,461
Occupancy expense and equipment expensi 2,42¢ 1,89¢ 1,127
Bank shares ta 299 280 170
FDIC and OFI assessmel 531 344 207
Legal fees 125 126 128
Data processin 1,28¢ 847 530
Advertising 330 320 212
Stationery and supplie 167 226 119
Software amortization and exper 537 406 286
Professional fee 475 355 128
Telephone expens 179 150 74
Business entertainme 135 86 57
Impairment on investment in tax credit en 690 - -
Other operating expens 2,634 2,218 1,14€
Total noninterest expen 24,384 19,024 11,64¢
Income before income tax exper 6,542 4,31€ 3,34C
Income tax expens 1,14E 1,14¢€ 979
Net income $ 5,397 $ 3,16¢ $ 2,361

EARNINGS PER SHARE

Basic earnings per she $ 098 $ 086 $ 0.79
Diluted earnings per sha $ 093 $ 081 $ 0.71
Cash dividends declared per common sl $ 004 $ 0.05 $ 0.05

See accompanying notes to the consolidated finhsi@tements
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INVESTAR HOLDING CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in thousands)

For the years ended
December 31,

2014 2013

2012

Net income $
Other comprehensive income (los
Unrealized (loss) gains on investment securi
Reclassification of realized gains, net of tax exgeeof $116, $153 and
$47, respectivel
Unrealized gains (loss), available for sale, nearfexpense (benefit) of
$463, ($381) and $232, respectiv
Unrealized (loss) gains, transfer from availablesfle to

held to maturity, net of tax (benefit) expensé$d ), $10, and $0,
respectivel

Fair value of derivative financial instrumen
Change in fair value of interest rate swap deseghas a

cash flow hedge, net of tax (benefit) expens@bd03), $0, and $0,
respectively

5397 $ 3,16¢

(224) (296)

898 (739)

3) 20

(200)

$ 2,361

(92)

449

Total other comprehensive income (lc 471 (1,015)

357

Total comprehensive incon $ 586 $ 2,15%

$ 2,71¢

See accompanying notes to the consolidated finbstesilements
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CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS'
(Amounts in thousands, except share data)

Balance, January 1, 20.

Proceeds from sale of sto

Stock issuance co

Dividends declared, $0.05 per sh

Stock-based compensatic

Net Income

Other comprehensive income, |

Balance, December 31, 20

Proceeds from sale of sto

Common stock issued for acquisiti

Stock issuance co

Dividends declared, $0.05 per sh

Stock-based compensatic

Net income

Other comprehensive loss, |

Balance, December 31, 20

Common stock issued in offering, net
of direct cost of $4,26

Warrants exercise

Surrendered shar

Shares repurchas

Dividends declared, $0.04 per sh

Stock-based compensatic

Net income

Other comprehensive income, |

Balance, December 31, 20

INVESTAR HOLDING CORPORATION

EQUITY

Accumulated

Other Total
Common Treasury Retained Comprehensive Stockholders'
Stock Stock Surplus Earnings Income (Loss) Equity

$ 2,73 $ - 3% 30,72 % 140C $ 308 $ 35,16¢
455 - 5,30< - - 5,75¢

- - (16) - - (16)

. - - (141) - (141)

17 - 51 - - 68

- - - 2,361 - 2,361

- - - - 357 357

$ 3,206 % - $ 36,06 $ 362 $ 665 $ 43,55:
382 - 4,957 - - 5,33¢

320 - 4,17C - - 4,49C
- - (23) - - (23)

- - - (179) - (179)

33 - 117 - - 150

- - - 3,16¢ - 3,16¢€

- g - - (1,015) (1,015)

$ 394: % - $ 45281 $ 6,60¢ $ (350) $ 55,48:
3,28t - 38,44: - - 41,72¢

22 - 275 - - 297
- n - - - n
(6) (6)
- - - (197) - (197)

14 - 214 - - 228

- - - 5,397 - 5,397

- - - - 471 471

$ 7,264 $ (23) $ 84,21 $ 11,80¢ $ 121 $ 103,38¢

See accompanying notes to the consolidated finbsigigements
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INVESTAR HOLDING CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)

For the years ended
December 31,

2014 2013 2012
Cash flows from operating activitie
Net income $ 5397 $ 3,166 $ 2,361
Adjustments to reconcile net income to net caskigeal by operating activitie:
Provision for loan losse 1,62¢ 1,02¢€ 685
Amortization of purchase accounting adjustmt (325) (626) (345)
Writedowns of other real estate owr 210 121 26
Depreciation and amortizatic 1,28& 862 587
Net amortization of securitie 1,087 833 575
Bargain purchase ga - (906) -
Gain on sale of securitit (340) (449) (139)
Impairment of investment in tax credit ent 690 - -
Loans held for sale
Originations (238,47)) (88,210) (114,967%)
Proceeds from sal¢ 142,22: 103,01¢ 113,81¢
Fee income on mortgage loans held for sale (2,119 (2,843) (3,131)
Gain on sale of loar (1,65%) (247) (34)
Gain on sale of other real estate ow (230) 97) 2)
Gain on sale of fixed ass¢ 3) 2) -
FHLB stock dividenc (8) (4) 2)
Stocl-based compensatic 228 150 68
Net change in
Accrued interest receivab (600) (365) (366)
Prepaid OFI/FDIC assessme¢ - 212 140
Deferred taxe (134) 773 21
Other asset (71) (772) (406)
Accrued interest payab (1) (38) 4
Accrued taxes and other liabilitit 3,61€ 323 14
Net cash (used in) provided by operating activi (87,59¢) 15,922 (1,094)
Cash flows from investing activitie
Proceeds from sales of investment securities alaifar sale 31,60¢ 16,62¢ 6,73€
Funds invested in securities available for ! (55,909) (40,389 (26,81€)
Funds invested in securities held to matu (16,34¢) - -
Proceeds from maturities, prepayments and callsveSstment securities available for s 10,465 8,53C 4,78¢
Proceeds from maturities, prepayments and calisvefstment securities held to matur 385 170 -
Proceeds from sale of loa 105,241 59,33t 5,214
Proceeds from redemption of other equity secur 1,972 828 238
Purchase of other equity securit (5,509) (1,312 (935)
Net increase in loar (223,137 (197,974 (78,889
Proceeds from sales of real estate ow 1,50€ 1,642 329
Proceeds from sales premises, equipment and sef 3 1,30€ 505
Purchases of premises, equipment and soft (5,142) (9,389 (4,916)
Cash received in acquisitic - 9,292 -
Purchase of investment in tax credit en (766) - -
Net cash used in investing activiti (155,627) (151,33)) (93,739)
Cash flows from financing activitie
Net increase in customer depo: 95,64¢ 146,632 71,784
Net increase (decrease) in repurchase agreel 2,08¢ 6,16¢S (1,016)
Net increase (decrease) in s-term FHLB advance 90,63¢ (12,120 12,12
Proceeds from lor-term FHLB advance 7,50C 20,70C 5,85C
Repayment of lor-term FHLB advance (3,171) (7,557) (750)
Cash dividends paid on common st (194) (169) (135)
Payments to repurchase common st (6) - -
Proceeds from issuance of common stock in initiddlic offering 41,72¢ - -
Proceeds from sales of common st - 5,33¢ 5,758
Proceeds from stock warrants exerci 297 - -
Stock issuance co - (23) (16)
Net cash provided by financing activiti 234,53( 158,971 93,59t
Net (decrease) increase in cash and cash equis (8,691) 23,562 (1,2398)
Cash and cash equivalents, beginning of pe 28,20¢ 4,641 5,87¢
Cash and cash equivalents, end of pe $ 19512 $ 28,20  $ 4,641
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For the years ended
December 31,

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash payments fo
Income taxe:

Interest on deposits and borrowir

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING ACTIV ITIES:

Transfer from loans to real estate owi
Loans originated to sell real estate ow

2014 2013 2012
$ 133 $ 1,727 650
$ 467t $ 3,301 2,53€
$ 706 $ 1,287 550
$ - $ 100 -

See accompanying notes to the consolidated finbstzEigements
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

Investar Holding Corporation (the “Company”) wasarporated in 2009 to serve as a holding companynfeestar Bank (the “Bank’)n the event th
Bank determined to reorganize into a holding corgpsiructure. On November 15, 2013, the Company ¢eteqgh a share exchange with the sharehc
of the Bank, which resulted in the Bank becominghally-owned subsidiary of the Company. Pursuant to tiesesexchange, all issued and outstar
common stock of the Bank, and all outstanding amekarcised warrants and options to purchase additghares of common stock of the Bank, \
exchanged for a like number of shares of commocksbd the Company, and respectively, a like nuntdfevarrants and options to purchase additi
shares of common stock of the Company.

In July 2014, the Company completed the issuandesale of 3,285,300 shares of its common stocksimitial public offering, which amount incluc
410,300 shares sold pursuant to the underwritststcise of their option to purchase additionakrestdrom the Company, at a public offering pric
$14.00 per share. The shares were offered pursndné Company’s Registration Statement on Forin Sfter deducting underwriting commissions
offering expenses, the Company received net pracee$41.7 million from the sale of such shares.

The consolidated financial statements of Investaldidg Corporation and its whollgpwned subsidiary, the Bank, have been preparedriformity with
accounting principles generally accepted in thedéhBtates (“U.S. GAAP”).

Segments

All of the Companys banking operations are considered by manageméet aggregated in one reportable operating segBecause the overall bank
operations comprise substantially all of the codsbéd operations, no separate segment disclosmeepresented in the accompanying consolic
financial statements.

Principles of Consolidation

The consolidated financial statements include tteants of the Company and its whollywned subsidiary, the Bank. All significant intemgoany
accounts and transactions have been eliminateshisotidation.

Use of Estimates

The preparation of statements in conformity witlBUGAAP requires management to make estimates ssuimgtions that affect the reported amoun
assets and liabilities and the disclosure of coetih assets and liabilities at the date of thenfifed statements as well as the reported amountsvehue
and expenses during the reporting period. Actuallte could differ from those estimates, and suffardnces could be material.

Material estimates that are particularly susceetibl significant change relate to the determinatibthe allowance for loan losses. While manage
uses available information to recognize lossesand, future additions to the allowance may besssrg based on changes in local economic condi
In addition, regulatory agencies, as an integrat p&their examination process, periodically revihe Companys allowance for loan losses. S
agencies may require the Company to recognizeiadslito the allowance based on their judgmentstabfrmation available to them at the time of t
examination. Because of these factors, it is regsgrpossible that the allowance for loan losseg ofeange materially in the near term. However
amount of the change that is reasonably possiloleatéde estimated.

Other estimates that are susceptible to significhahge in the near term relate to the determinatimther-thartemporary impairments of securities
the fair value of financial instruments.
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements
Investment Securities

The Companys investments in securities are accounted for @oraance with applicable guidance contained inRinancial Accounting Standards Bo
(“FASB”) Accounting Standards Codification (“ASC'shich requires the classification of securitie®iane of the following categories:

« Securities to be held to maturity: bonds, notes, @ebentures for which the Company has the posititent and ability to hold to maturity ¢
reported at cost, adjusted for premiums and digsahat are recognized in interest income usingritezest method over the period to matu

« Securities available for sale: available for saeusities consist of bonds, notes, and debenthetsate available to meet the Compangperatin
needs. These securities are reported at fair v

Unrealized holding gains and losses, net of taxawailable for sale securities are reported astam®unt in other comprehensive income. Purc
premiums and discounts are recognized in intenesine using the interest method over the termseo$écurities. Realized gains and losses on theoi
investment securities are determined using thefgpétentification method.

The Company follows FASB guidance related to ttegeition and presentation of other-th@mporary impairment. The guidance specifies than
entity does not have the intent to sell a debt rigycprior to recovery, the security would not bensidered other-thatemporarily impaired unless thert
a credit loss. When an entity does not intend tbtke security, and it is more likely than not thihe entity will not have to sell the security de
recovery of its cost basis, it will recognize ttredit component of an other-théemporary impairment of a debt security in earniagd the remainir
portion in other comprehensive income.

Other investment securities include investmentSeéderal Home Loan Bank (“FHLB”) and First Natiomgdnkers Bankshares (“FNBB%Stock, whicl
investments are restricted. These investmentsaaried at cost which approximated fair value atémeber 31, 2014 and 2013.

Loans

The Companys loan portfolio categories include real estateqmercial and consumer loans. Real estate loarfsidher categorized into construction :
development, one to four family residential, maltifily, farmland and nonfarm nonresidential loartse Tonsumer loan category includes loans origil
through indirect lending. Indirect lending, which lending initiated through thirgarty business partners, is largely comprised ahdomade throug
automotive dealerships.

Loans that management has the intent and abilityotd for the foreseeable future or until matuidty payoff are stated at unpaid principal balan
adjusted by an allowance for loan losses. Intevaskoans is calculated by using the simple intenesthod on daily balances of the principal am
outstanding. Loans are ordinarily placed on nonadorvhen a loan is specifically determined to bpaired or when principal or interest is delinquiem
90 days or more; however, management may eleabritintie the accrual when the estimated net redéizaddue of collateral is sufficient to cover
principal balance and the accrued interest. Anyaichjnterest previously accrued on nonaccrual lésmsversed from income. Interest income, geng
is not recognized on specific impaired loans untbsslikelihood of further loss is remote. Inter@styments received on such loans are appliec
reduction of the loan principal balance. Interasbme on other nonaccrual loans is recognizedtortlye extent of interest payments received.

The Company considers a loan to be impaired whasedupon current information and events, it beBavis probable that the Company will be un
to collect all amounts due according to the comti@lderms of the loan agreement. Factors consideyemanagement in determining impairment inc
payment status, collateral value, and the proltglofi collecting scheduled principal and intereayments when due. Loans that experience insignt
payment delays and payment shortfalls generallynateclassified as impaired. The Companihpaired loans include troubled debt restrucggian
performing and nomperforming major loans for which full payment ofrmipal or interest is not expected. Large groufpsnoaller balance homogent
loans are collectively evaluated for impairmente T@ompany calculates an allowance required for iregdoans based on the present value of exp
future cash flows discounted at the loan’s effectinterest rate, the loan'observable market price or the fair value ofcitdlateral. If the recorde
investment in the impaired loan exceeds the measfifair value, a valuation allowance is requiresl @ component of the allowance for |
losses. Changes to the valuation allowance areded@s a component of the provision for loan lesse

The Company follows the FASB accounting guidancesales of financial assets, which includes pawidig interests in loans. For loan participat
that are structured in accordance with this guidatiee sold portions are recorded as a reductidheoloan portfolio. Loan participations that dd ntee
the criteria are accounted for as secured borrawing
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Loans Held for Sale

Loans originated and intended for sale in the sgagnmarket are carried at the lower of cost arvalue on an aggregate basis under the fair vgitier
accounting guidance for financial instruments. Fans carried at the lower of cost or fair valuaing and losses on loan sales (sales proceeds
carrying value) are recorded in noninterest incoamg direct loan origination costs and fees arerded at origination of the loan and are recognin
noninterest income upon sale of the loan.

Loans Sold with Recourse

The Company has an obligation to repurchase cemaitigage loans and indirect loans sold and toncetertain fees to the purchaser if the loanstd
perform or prepay within prescribed time period®gathe date of sale. Prepayment penalty featusesexist for certain conforming loans as define
each agreement with investors. Accounting guidaeqeires a guarantor to recognize, at the incepifanguarantee, a liability in an amount equéht
fair value of the obligation undertaken in issuihg guarantee. The Company considers loans sdidradburse to be guarantees.

Allowance for Loan Losses

The adequacy of the allowance for loan lossesterishined in accordance with U.S. GAAP. The alloveafar loan losses is estimated through a prov
for loan losses charged to earnings. Loan losgestarged against the allowance when managemeéavédrthe loan balance is uncollectable. Subse
recoveries, if any, are credited to the allowance.

The allowance is an amount that management beligiiese adequate to absorb probable losses inhénehe loan portfolio as of the balance sheet
based on evaluations of the collectability of loansl prior loan loss experience. The evaluatioke tato consideration such factors as changese
nature and volume of the loan portfolio, overalttfmio quality, review of specific problem loanand current economic conditions that may affec
borrowers ability to pay. This evaluation is inherently mdbive as it requires estimates that are susdeptibsignificant revision as more informat
becomes available. Allowances for impaired loamsganerally determined based on collateral valug¢iseopresent value of estimated cash flows. Gs
deemed uncollectible are charged to the allowaRm®sisions for loan losses and recoveries on Ipaegiously charged off are adjusted to the allove:
Past due status is determined based on contraetuss.

The allowance consists of allocated and generalpooents. The allocated component relates to Idzatsatre classified as impaired. For loans the
classified as impaired, an allowance is establisikbdn the discounted cash flows (or collateral #adbservable market price) of the impaired lo:
lower than the carrying value of that loan. The egah component covers natassified loans and is based on historical logsesgnce adjusted f
gualitative factors. Based on managenmengview and observations made through qualitagvéeew, management may apply qualitative adjustsé
determine loss estimates at a group and/or partB@gment level as deemed appropriate. Managerasrarhestablished methodology to determin
adequacy of the allowance for loan losses thatsassethe risks and losses inherent in its portfatid portfolio segments. The Company utilize
internally developed model that requires significallgment to determine the estimation method fitsthe credit risk characteristics of the loanstg
portfolio and portfolio segments. Qualitative am/ieonmental factors that may not be directly retié&l in quantitative estimates include: asset ty
trends, changes in loan concentrations, new predaietl process changes, changes and pressures dropetiion, changes in lending policies

underwriting practices, trends in the nature aridme of the loan portfolio, changes in experiernee depth of lending staff and management and red
and regional economic trends. Changes in theserfaere considered in determining the directiomeisistency of changes in the allowance for
losses. The impact of these factors on the Compamydlitative assessment of the allowance for loases can change from period to period bas:
management assessment of the extent to which these facteralieady reflected in historic loss rates. Theeuntainty inherent in the estimation proc
is also considered in evaluating the allowancddan losses.
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Troubled Debt Restructurings

The Company periodically grants concessions touttomers in an attempt to protect as much ohitestment as possible and minimize the risk of.
These concessions may include restructuring timestef a customer loan, thereby adjusting the cust@npayment requirements. In accordance witl
FASB’s Accounting Standards Update (“ASU”) 2011-8&ceivables (Topic 310): A CrediterDetermination of Whether a Restructuring is aubilec
Debt Restructuring, in order to be considered a troubled debt restring (a “TDR”), the Company must conclude that the restructurinstitoites

concession and the customer is experiencing fiahddficulties. The Company defines a concessma tustomer as a modification of existing loamt
for economic or legal reasons that it would otheemhot consider. Concessions are typically gratiiesligh an agreement with the customer o
imposed by a court of law. Concessions include fgodj original loan terms to reduce or defer caslyrpents required as part of the loan agreel
including but not limited to a reduction of thetsthinterest rate for the remaining original lifietioe debt, an extension of the maturity date deslat

stated interest rate lower than the current magtetfor new debt with similar risk characteristiageduction of the face amount or maturity amairhe
debt, or a reduction of accrued interest receivabla debt. In its determination of whether the@uer is experiencing financial difficulties, the@pan)
considers numerous indicators, including but moftéd to, whether the customer has declared artisd process of declaring bankruptcy, whetherete
substantial doubt about the customer’s ability aatmue as a going concern, whether the Compangvasl the customes’future cash flows will k
insufficient to service the debt in accordance wilie contractual terms of the existing agreementtlie foreseeable future, and whether wit
modification the customer cannot obtain sufficitemtds from other sources at an effective interatst equal to the current market rate for simildot der ¢
non-troubled debtor.

If the Company concludes that both a concessiorbkaa granted and the concession was granted ustanter experiencing financial difficulties,
Company identifies the loan as a TDR. For purpa$dle determination of an allowance for loan Igsse these TDRs, the loan is reviewed for spe
impairment in accordance with the Compangllowance for loan loss methodology. If it isetetined that losses are probable on such TDRsgr
because of delinquency or other credit qualitydatbrs, the Company establishes specific reseorahdse loans.

Servicing Rights

Primary servicing rights represent the Companyghtrito service consumer automobile loans for tpady wholeloan sales and loans sold
participations. Primary servicing involves the eotion of payments from individual borrowers ane dhistribution of these payments to the investors.

The Company capitalizes the value expected to akzegl from performing specified automobile semvigiactivities for others as automobile servi
rights (“ASRs”) when the expected future cash flows from servicing projected to be more than adequate compendatiosuch activities. The
capitalized servicing rights are purchased or methiupon sale of consumer automobile loans.

The Company measures all consumer automobile ssgvassets and liabilities at fair value. The Conypdefines servicing rights based on both
availability of market inputs and the manner in ethihe Company manages the risks of servicing @@l liabilities. The Company leverages
available relevant market data to determine thevidue of recognized servicing assets and liadslit

The Company calculates the fair value of ASRs usiagous assumptions including future cash flowsrkat discount rates, expected prepaym
servicing costs and other factors. A significararge in prepayments of loans in the servicing ploticould result in significant changes in theuzlor
adjustments, thus creating potential volatilityhie carrying amount of ASRs.

As of the years ended December 31, 2014, 20132@h8, expected future cash flows from ASRs apprakéh adequate compensation for such activ
Accordingly, the Company has not recorded an asdebility. Total income earned from servicingigities was approximately $0.6 million, $0.1 milfi
and $5,000 for the years ended December 31, 2018, 2nd 2012, respectively. The Company did nviceloans that it sold until 2012.

Real Estate Owned

Real estate acquired through, or in lieu of, favsate is initially recorded at the lower of cosfair value at the time of foreclosure, less estadaselling
cost, and any related write down is charged toall@vance for loan losses. Valuations are peridlyigeerformed by management and provisions
estimated losses on real estate owned are chargecbime when fair value is determined to be Ikas the carrying value.
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Costs relative to the development and improvemérmiroperties are capitalized to the extent realzatvhereas ordinary upkeep disbursement
charged to expense. The ability of the Compangtover the carrying value of real estate is baped future sales of the real estate owned. Théyatn
affect such sales is subject to market conditiortsather factors, many of which are beyond the Camgjs control. Operating income and expense of
properties is included in other operating incomexpense, respectively, on the accompanying cateteli statements of operations. Gain or loss ¢
disposition of such properties is included in nogiast income on the consolidated statements gatipes.

Bank Premises and Equipment

Bank premises and equipment are stated at costale=umulated depreciation. Depreciation expens®risputed by the straiglite method and
charged to expense over the estimated useful di/ee assets, which range from 1 to 39 years.Gafgtnajor additions and improvements are capéél
Expenditures for maintenance and repairs are ergesmsincurred.

Goodwill and Other Intangible Assets

Goodwill represents the excess of the purchase prier the fair value of the net identifiable asseiquired in a business combination. Goodwill @it
intangible assets deemed to have an indefiniteuLibfef are not amortized but instead are subjeaeview for impairment annually, or more frequegrit
deemed necessary, in accordance with the provisibRASB ASC Topic 350intangibles — Goodwill and Otherintangible assets with estimable us
lives are amortized over their respective estimaitgeful lives and reviewed for impairment in aceorce with FASB ASC Topic 36@roperty, Plant
and Equipmentf impaired, the asset is written down to its esiied fair value. No impairment charges have beevgrdazed through December 31, 2(
Core deposit intangibles representing the valud®ficquired core deposit base are generally redardconnection with business combinations invag
banks and branch locations. The Comparplicy is to amortize core deposit intangiblegrothe estimated useful life of the deposit bagbeeon :
straight line basis not exceeding 15 years or aelaated basis over 10 years. The remaining usigks of core deposit intangibles are evalu
periodically to determine whether events and cirstamces warrant revision of the remaining periodrabrtization. All of the Company’core depos
intangibles are currently amortized on a straigie-basis over 15 years. See Note 8, Goodwill ath@iQntangible Assets, for additional information.

Repurchase Agreements

Securities sold under agreements to repurchasgeatged borrowings treated as financing activiied are carried at the amounts at which the sexs
will be subsequently reacquired as specified inréspective agreements.

Compensated Absences

Employees of the Bank are entitled to paid vacatind sick days. Vacation and sick days are gramtedn annual basis to eligible employees. Un
vacation days expire on December 31 of each yémr nfaximum amount of sick leave an employee isvaltbto accrue is 120 hours.

Stock-Based Compensation

The Company accounts for stock-based compensatider whe provisions of ASC Topic 718pmpensation - Stock Compensatidmder this accountir
guidance, fair value is established as the measnewbjective in accounting for stock awards anguires the application of a fair value ba
measurement method in accounting for compensatsts cwhich is recognized over the requisite serperiod. See Note 14, StockholdeEsjuity, fot
further disclosures regarding stock-based compiemsat

Off-Balance Sheet Credit-Related Financial Instrumats

The Company accounts for its guarantees in accoedaith the provisions of ASC Topic 46Guarantees In the ordinary course of business,
Company has entered into commitments to extendtcradluding commitments under credit card agreetsiecommercial letters of credit and star
letters of credit. Such financial instruments aeorded when they are funded.

Derivative Financial Instruments

ASC Topic 815Derivatives and Hedgingrequires that all derivatives be recognized astaor liabilities in the balance sheet at faluga
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In the course of its business operations, the Camfgaexposed to certain risks, including interas, liquidity and credit risk. The Company marsije
risks through the use of derivative financial iostents, primarily through management of exposuestdithe receipt or payment of future cash ame
based on interest rates. The Comparngérivative financial instruments manage the diffiees in the timing, amount and duration of exgratas
receipts and payments.

Derivatives which are designated and qualify asedgk of the exposure to variability in expectedufeitcash flows, or other types of foreca
transactions, are considered cash flow hedges. effeetive portion of the derivative’ gain or loss is initially reported as a componehtothe
comprehensive income and subsequently reclassiftedearnings when the forecasted transaction @ffearnings or when the hedge is terminated
ineffective portion of the gain or loss is reporteaarnings immediately.

In applying hedge accounting for derivatives, thempany establishes a method for assessing thetie#ieess of the hedging derivative an
measurement approach for determining the ineffeciigpect of the hedge upon the inception of thggde@hese methods are consistent witt
Companys approach to managing risk. Note 13, DerivativeaRcial Instruments, describes the derivative imsémts currently used by the Company
discloses how these derivatives impact the Compdinancial position and results of operations.

Income Taxes

The provision for income taxes is based on amorepsrted in the consolidated statements of opersitadgter exclusion of nontaxable income suc
interest on state and municipal securities. Alstain items of income and expenses are recogrizeiifferent time periods for financial statem
purposes than for income tax purposes. Thus, pomdgor deferred taxes are recorded in recognitiosuch temporary differences.

Deferred taxes are determined utilizing a liabititgthod whereby deferred tax assets are recogforetbductible temporary differences and deferesx
liabilities are recognized for taxable temporarfjedences. Temporary differences are the differsfegween the reported amounts of assets andtled
and their tax bases. Deferred tax assets are reédyca valuation allowance when, in the opiniomanagement, it is more likely than not that s
portion or all of the deferred tax assets will hetrealized. Deferred tax assets and liabilitiesaatjusted for the effects of changes in tax lavgsrates o
the date of enactment.

The Company has adopted accounting guidance relataccounting for uncertainty in income taxes,chhgets out a consistent framework to deter
the appropriate level of tax reserves to maintairuhcertain tax positions.

Deferred tax assets are recognized if it is mdeelyli than not, based on the technical merits, thattax position will be realized or sustained
examination. The term “more likely than not” meankkelihood of more than 50 percent. A tax positthat meets the more-likely-thawt recognitiol
threshold is initially and subsequently measurethadargest amount of tax benefit that has a greaan 50 percent likelihood of being realizedn
settlement with a taxing authority that has fulbluiledge of all relevant information. The determioatof whether or not a tax position has met theeno
likely-than-not recognition threshold considers fhets, circumstances, and information availabl¢hatreporting date and is subject to management’
judgment. Deferred tax assets are reduced by atiafuallowance, if based on the weight of evideaeailable, it is more likely than not that sc
portion or all of deferred tax asset will not balized.

The Company recognizes interest and penaltiesamria taxes as a component of income tax expense.

Earnings Per Share

Basic earnings per share represents income awwaitabtommon shareholders divided by the weighteztemye number of shares of common <
outstanding during the period. Diluted earnings gleare reflects the additional potential commorreshdhat would have been outstanding if dilt
potential common shares had been issued, as watlyaadjustment to income that would result fromalsumed issuance.

Statements of Cash Flows

For purposes of the statements of cash flows, @aditash equivalents include cash and amountgamebfanks and federal funds sold.
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Advertising Costs

Advertising and marketing costs are recorded agreses in the year in which they are incurred. Atisiag and marketing costs charged to opera
were approximately $0.3 million, $0.3 million an@.$ million for the years ended December 31, 2@D43 and 2012, respectively.

Comprehensive Income

Comprehensive income includes net income and abmeprehensive income or loss, which in the castn@fCompany includes unrealized gains
losses on securities and changes in the fair \aflirgerest rate swaps, net of related income taxes

Acquisition Accounting

Acquisitions are accounted for under the purchas¢hod of accounting. Purchased assets and assuaféiitiés are recorded at their respec
acquisition date fair values, and identifiable ng#le assets are recorded at fair value. If thesiceration given exceeds the fair value of theasset
received, goodwill is recognized. If the fair valoBthe net assets received exceeds the consmemitien, a bargain purchase gain is recognizeid
values are subject to refinement for up to one ydtar the closing date of an acquisition as infation relative to closing date fair values becc
available.

Purchased loans acquired in a business combinatérecorded at their estimated fair value as ®fatquisition date. The fair value of loans acqlig
determined using a discounted cash flow model basedssumptions regarding the amount and timingriotipal and interest prepayments, estim
payments, estimated default rates, estimated Ipasrity in the event of defaults, and current marates. Estimated credit losses are included &
determination of fair value; therefore, an allowarior loan losses is not recorded on the acquisiiate. The fair value adjustment is amortized ¢hve
life of the loan using the effective interest metho

Acquired Impaired Loans

The Company accounts for acquired impaired loaaeuRASB ASC Topic 310-3Q,0ans and Debt Securities Acquired with Deterioda@redit Quality
(“ASC 310-30").An acquired loan is considered impaired when tlievidence of credit deterioration since origioatand it is probable at the date
acquisition that the Company will be unable toedilall contractually required payments.

For acquired impaired loans, the Company (a) catesl the contractual amount and timing of undistmlrprincipal and interest payments
“undiscounted contractual cash flowsdnhd (b) estimates the amount and timing of undisteal expected principal and interest payments
“undiscounted expected cash flows”). Under ASC 3@0the difference between the undiscounted caniécash flows and the undiscounted expe
cash flows is the nonaccretable difference. Theanoretable difference represents an estimate db#seexposure of principal and interest relatethé¢
acquired impaired loan portfolio, and such amosmtibject to change over time based on the perfarenaf such loans.

The excess of expected cash flows at acquisiti@n the initial fair value of acquired impaired Igas referred to as the “accretable yieddid is recorde
as interest income over the estimated life of tan$ using the effective yield method if the timaogd amount of the future cash flows is reasor
estimable. As required by ASC 310-30, the Compaamiogically reestimates the expected cash flows to be collectedthe life of the acquired impair
loans. Improvements in expected cash flows oveseahoriginally estimated increase the accretabléd yéend are recognized as interest inc
prospectively. Decreases in the amount and chaingéee timing of expected cash flows compared tséhoriginally estimated decrease the accre
yield and usually result in a provision for loarsdes and the establishment of an allowance forltsm®s with respect to the acquired impaired |G&e
carrying value of acquired impaired loans is redueg payments received, both principal and inteasd increased by the portion of the accretaldk
recognized as interest income.

Reclassifications

Certain reclassifications have been made to th8 268l 2012 financial statements to be consistethttive 2014 presentation.
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Recent Accounting Pronouncements

ASU 2013-02, “Comprehensive Income (Topic 220): Reporting of AnteoReclassified Out of Accumulated Other Compreikierincome” Issued il
February 2013, Accounting Standards Update (“ASBIOL302 requires the Company to report the effect ohifitant reclassifications out
accumulated other comprehensive income on the cgpdine items in the Comparg/consolidated statement of comprehensive incortieiimour
being reclassified is required under U.S. GAAP ¢oréclassified in its entirety to net income. Th8lAdoes not change the current requiremen
reporting net income or other comprehensive incamthe consolidated financial statements of the gamy, but does require the Company to prc
information about the amounts reclassified out @fuanulated other comprehensive income by comporigme. provisions of the ASU are effect
prospectively for fiscal periods beginning aftercBmber 15, 2013, with early adoption permitted. Huoption of this ASU is reflected in 1
accompanying consolidated statements of compreleimsiome.

ASU 2013-11, ‘Income Taxes (Topic 740): Presentation of an Ungaczed Tax Benefit When a Net Operating Loss Cammgrd, a Similar Tax Loss,

a Tax Credit Carryforward ExistsS In July 2013, the Financial Accounting StandaBisard (“FASB”) issued ASU 20131 to provide guidance on 1
presentation of unrecognized tax benefits wheropetating loss carryforwards, similar tax lossedaa credit carryforwards exist at the reportiraga
The ASU is effective for fiscal years beginningeafbecember 15, 2014. Adoption of this ASU is ngieeted to have a material impact on the Commany’
consolidated financial statements.

FASB ASC Subtopic 3-40 “Receivables — Troubled Debt Restructuringsugditors” Update No. 2014-04The FASB issued Update No. 2004-in
January 2014. The amendments in this update clgndfiyan in substance repossession or foreclosier®) and a creditor is considered to have red
physical possession of residential real estategutpprollateralizing a consumer mortgage loan, upither (1) the creditor obtaining legal title te
residential real estate property upon completiora déreclosure or (2) the borrower conveying ateiast in the residential real estate propertyhs
creditor to satisfy the loan through completioraafieed in lieu of foreclosure or through a simidgyal agreement. Additionally, the amendments re
interim and annual disclosure of both (1) the amairforeclosed residential real estate property by the creditor and (2) the recorded investnie
consumer mortgage loans collateralized by residential estate property that are in the proces®retclosure according to local requirements of
applicable jurisdiction. The amendments in the tpdhould be applied prospectively and are effedidr fiscal years, and interim periods within t&
years, beginning after December 15, 2014. Earlyptalo is permitted. The adoption of this standardot expected to have a material impact ol
Company'’s consolidated financial position.

FASB ASC Topic 6C‘Revenue from Contracts with Customers” Update R@14-09. The FASB issued Update No. 2008-in May 2014 to address
previous revenue recognition requirements in U.SAB that differ from those in International FinaalcReporting Standards (“IFRS"Accordingly, the
FASB and the International Accounting Standardsr8gdASB”) initiated a joint project to clarify the principlésr recognizing revenue and to develc
common revenue standard for GAAP and IFRS. The pdreiple of the guidance is that an entity shotddognize revenue to depict the transfe
promised goods or services to customers in an ahtbanhreflects the consideration to which thetgrekpects to be entitled in exchange for thosedg
or services. For public entities, the standardffiscéve for annual and interim periods beginnirigeaDecember 15, 2016, and calendar yavaa-public
entities will apply it in the quarter that ends MaiB1, 2017. Early adoption is not permitted. TlwnPany is currently assessing the potential impé
this amendment on its consolidated financial stategs
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FASB ASC Topic 86“Transfers and Servicing” Update No. 2014-1The FASB issued Update No. 2014-11 in June 201l4gpond to stakeholders’
concerns about current accounting and discloswesepurchase agreements and similar transactibms.amendments in this Update require
accounting changes. Firstly, the amendments intpiate change the accounting for repurchaseatirity transactions to secured borrowing accougr
Secondly, for repurchase financing arrangements, @dmendments require separate accounting for asférarof a financial asset execu
contemporaneously with a repurchase agreement thvithsame counterparty, which will result in secubedrowing accounting for the repurch
agreement. The amendments in this Update requsotodures for certain transactions comprising (ttaasfer of a financial asset accounted for aale
and (2) an agreement with the same transfereeeehiteto in contemplation of the initial transfeathiesults in the transferor retaining substamtiall of
the exposure to the economic return on the tramgfefinancial asset throughout the term of thedaation. For those transactions outstanding ¢
reporting date, the transferor is required to disel certain information by type of transaction. mendments in this Update also require ce
disclosures for repurchase agreements, secuetieling transactions, and repurchaseatiurity transactions that are accounted for asreedorrowings
The accounting changes in this Update are effetivpublic business entities for the first inter@anannual period beginning after December 15, 26k
entity is required to present changes in accourfingransactions outstanding on the effective dat@ cumulativeffect adjustment to retained earni
as of the beginning of the period of adoption. iEarpplication for a public business entity ishphited. For public business entities, the disaledior
certain transactions accounted for as a sale isrezjto be presented for interim and annual psrlmebinning after December 15, 2014, and the disdd
for repurchase agreements, securities lendingactiosis, and repurchaseqtwaturity transactions accounted for as securedmgs is required to |
presented for annual periods beginning after Deeerhb, 2014, and for interim periods beginningrafftarch 15, 2015. The disclosures are not req
to be presented for comparative periods beforeffeetive date. The adoption of this standard isexpected to have a material impact on the Comnigany
consolidated financial position.

FASB ASC Topic 71“Compensation — Stock Compensation” Update No. 2024 The FASB issued Update No. 2012-in June 2014 to resolve
diverse accounting treatment of stdzksed payment awards that require, as a condaioedting, achievement of a specific performanogetaafter th
requisite service period. Many reporting entitiesaunt for these performance targets as performemicditions that affect the vesting of the award,
therefore, do not reflect the performance targethia estimate of the gradate fair value of the award, while other reportigtities treat tho:
performance targets as nonvesting conditions fifattethe grantdate fair value of the award. This amendment reguinat these performance targets
affect vesting and that could be achieved afteréogiisite service period be treated as a perfocmaondition. A reporting entity should apply eixig
guidance in Topic 718 “Compensation—Stock Compémsags it relates to awards with performance condititias affect vesting to account for s
awards. The amendments in this update are effefttivennual periods and interim periods within ¢nasinual periods beginning after December 15, .
Early adoption is permitted. The adoption of th&émsard is not expected to have a material impathe Company’s consolidated financial position.

FASB ASC Topic 81“Consolidation” Update No. 2014-13The FASB issued Update No. 2013-in August 2014 to reduce diversity in the acctimg
for the measurement difference in both the initi@hsolidation and the subsequent measurement dfniduecial assets and the financial liabilitiesa
collateralized financing entity. The amendmentgifglahat (1) the fair value of the financial asseind the fair value of the financial liabilitie the
consolidated collateralized financing entity shoédmeasured using the requirements of ASC Top¢cBar Value Measurements and Disclosuresic
(2) any differences in the fair value of the fineh@ssets and the fair value of the financialiliss of that consolidated collateralized finamgientity
should be reflected in earnings and attributech&oreporting entity in the consolidated statemdrincome (loss). The amendments in this updat
effective for the annual period ending after Decenilb, 2015, and for the annual periods and int@eninds thereafter. Early adoption is permitteloe
adoption of this standard is not expected to havaterial impact on the Company’s consolidatedrfiia position.

FASB ASC Topic 3-40 “Receivables — Troubled Debt RestructuringsGrgditors” Update No. 2014-14The FASB issued Update No. 2014-in
August 2014 to reduce diversity in practice relatedow creditors classify governmeagtaranteed mortgage loans, including FHA or VA gutee
loans, upon foreclosure. The amendments requiteth@ortgage loan be derecognized and that a sepztheer receivable be recognized upon forecl
if the following conditions are met: (1) the loaasha government guarantee that is not separabte tfie loan before foreclosure; (2) at the tim
foreclosure, the creditor has the intent to cortheyreal estate property to the guarantor and raaitaim on the guarantee, and the creditor haalihigy
to recover under that claim; and (3) at the timéooéclosure, any amount of the claim that is deieed on the basis of the fair value of the retdtesi:
fixed. The amendments in this update are effedtvehe annual period beginning after December2084. Early adoption is permitted. The adoptic
this standard is not expected to have a materjghaton the Company’s consolidated financial positi
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FASB ASC Topic 2-40 “Presentation of Financial Statements — Goingn€ern” Update No. 2014-15he FASB issued Update No. 2018-in Augus
2014 to reduce diversity in the timing and conteihfootnote disclosures related to an ensitgbility to continue as a going concern. The anmend:
require management to assess an estipility to continue as a going concern by inceafing and expanding upon certain principles thatcarrently i
U.S. auditing standards. Specifically, the amendmér) provide a definition of the tersubstantial doubt(2) require an evaluation every reporting pe
including interim periods, (3) provide principlesrfconsidering the mitigating effect of managemerglans, (4) require certain disclosures v
substantial doubt is alleviated as a result of i@mation of managemestplans, (5) require an express statement and dibelosures when substan
doubt is not alleviated, and (6) require an assessifior a period of one year after the date thatfthancial statements are issued (or availabliee
issued). The amendments in this update are efeeétivthe annual period ending after December D362and for annual periods and interim pet
thereafter. Early adoption is permitted. The adwpof this standard is not expected to have a imahierpact on the Company’consolidated financi
position.

FASB ASC Topic 8-10 “Derivatives and Hedging” Update No. 2014-18he FASB issued Update No. 2018-in November 2014 to eliminate the
of different methods in practice and thereby redexisting diversity under GAAP in the accounting liybrid financial instruments issued in the forfra
share. The amendments in this update do not chthegaurrent criteria in GAAP for determining whegparation of certain embedded derivative fea
in a hybrid financial instrument is required. Tdr@endments clarify how current GAAP should be ietied, specifically by stating that an entity dd
consider all relevant terms and features in evalgahe nature of the host contract and that nglsiterm or feature would necessarily determine
economic characteristics and risks of the hostreoht The assessment of the substancéhefrelevant terms and features should incorpoa
consideration of (1) the characteristics of theneeand features themselves, (2) the circumstanuer which the hybrid financial instrument was ex
or acquired, and (3) the potential outcomes otiyierid financial instrument as well as the likelifibof those potential outcomes. The amendmertts
update are effective for the annual period enditey ®ecember 15, 2015. Early adoption is permitt&€he adoption of this standard is not expeab
have a material impact on the Company’s consolitifib@ncial position.

FASB ASC Topic 8-50 “Push-Down Accounting” Update No. 2014-17The FASB proposed Update No. 200144in November 2014 to provide
acquired entity with an option to apply pushdownamting in its separate financial statements upmurrence of an event in which an acquirer ob
control of the acquired entity. The option to gpplushdown accounting would be evaluated and masidsted by the acquired entity for each indivi
change-ineontrol event in which an acquirer obtains contfathe acquired entity. If the acquired entityotéethe option to apply pushdown accountir
would reflect in its separate financial statemehts new basis of accounting established by theisaqgior the individual assets and liabilities b
acquired entity by applying Topic 805, Business Guorations. If the acquired entity does not elbetdption to apply pushdown accounting in its s&fe
financial statements, it would disclose in the entrreporting period that the entity has (1) undeega change-inentrol event whereby an acquirer
obtained control of the entity during the reportpeyiod and (2) elected to continue to preparéritmcial statements using its historical basis thdstec
before the acquirer obtained control of the entiiie amendments in the proposed update would gpplpectively to an event in which an acqt
obtains control of the acquired entity for whicle #icquisition date is on or after this proposedatgisl effective date. The adoption of this standambi
expected to have a material impact on the Compamyisolidated financial position.

FASB ASC Topic 2-20 “Income Statement — Extraordinary and Unusuehis” Update No. 2015-01.The FASB proposed Update No. 2005-in
January 2015 as part of its initiative to reducenplexity in accounting standards. This update ieliiies from GAAP the concept of extraordir
items. The amendments in the update are effefdivehe annual period ending after December 1552®arly adoption is permitted. The adoptio
this standard is not expected to have a materjgdathon the Company’s consolidated financial positi

NOTE 2. ACQUISITION ACTIVITY

The Company takes advantage of opportunities toise@ther banking franchises in order to pursaesitategy of increasing its market presence
within and outside of the Compamsyturrent geographical footprint. Since 2006, tlenfany has completed two acquisitions that the Gombelieve
have enhanced shareholder value and the Compamyketpresence.

On May 1, 2013, the Bank acquired First CommunignB (“FCB"), which had two locations, one in Hammond, Louisiamag one in Mandevill
Louisiana. In connection with the acquisition, thempany recorded approximately $77.5 million inN®a$86.5 million in deposits, a $0.5 million ¢
deposit intangible, and other assets and liakslité $13.9 million, net. The Bank acquired all bé toutstanding common stock of FCB in a fie
exchange which resulted in a bargain purchase gfaapproximately $0.9 million, recorded in nonirgstincome for the year ended December 31, .
Included in the noninterest expense during 2013areroutine FCB acquisition expenses totaling apipnately $0.3 million.
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On October 1, 2011, the Bank acquired South LowdgsBusiness Bank (“SLBB”g full service commercial bank headquartered inriexdle, Louisiana
Both the purchased assets and liabilities assuneed recorded at fair value as of October 1, 20h&. Bank acquired all of the outstanding commonk
of the former SLBB shareholders for a total consitlen of approximately $14.7 million in the forni 5,069,065 shares of Bank common stock.
value of net assets assumed including identifigtiiengible assets was approximately $12.0 milliangd goodwill of approximately $2.7 million w

recognized as a result of the acquisition.

NOTE 3. INVESTMENT SECURITIES

The amortized cost and approximate fair value géstiment securities classified as available foe sa summarized below as of the dates pres

(dollars in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2014 Cost Gains Losses Value
Obligations of other U.S. government agencies amgarations $ 4351 $ 31 $ 22) $ 4,36(
Mortgage-backed securitie 47,90: 365 (22) 48,24¢
Obligations of state and political subdivisic 11,61¢ 181 (57) 11,74C
Corporate bond 5,41€ 23 (20) 5,41¢
Equity securities 552 - (18) 534
Total $ 69,83t $ 600 $ (139 $ 70,29¢
Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2013 Cost Gains Losses Value
Obligations of other U.S. government agencies amgarations $ 2,227 3% 26 $ 43 $ 2,21C
Mortgagebacked securitie 34,47¢ 204 (220) 34,462
Obligations of state and political subdivisic 14,581 14 (495) 14,10C
Corporate bond 4,941 13 (29) 4,92t
Equity securitie: 506 - (30) 476
Total $ 56,73 $ 257 $ (817) $ 56,17%

The amortized cost and approximate fair value wéstiment securities classified as held to matari¢gysummarized below as of the dates presented

(dollars in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2014 Cost Gains Losses Value
Obligations of other U.S. government agencies amgarations $ 397¢ 3 - $ (165 $ 3,814
Mortgagebacked securitie 3,46¢ 5 (58) 3,41¢
Obligations of state and political subdivisic 15,071 - - 15,071
Total $ 22,51¢ $ 5 $ (223) $ 22,301
Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2013 Cost Gains Losses Value
Obligations of other U.S. government agencies amgarations $ 3972 % - $ (380) $ 3,592
Mortgagebacked securitie 2,607 - (213) 2,394
Total $ 6,57¢ $ - $ (593 ¢ 5,98¢€
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The Company had no securities classified as tgaatinof December 31, 2014 or December 31, 2013.

The aggregate fair values and aggregate unredtizsds on securities whose fair values are belak kalues are summarized below. Due to the nati
the investment and current market prices, thesealined losses are considered a temporary impairaiehe securities.

The following table presents, by type and numbesegfurities, the age of gross unrealized lossesfaindalue by investment category for secur
available for sale as of the dates presented (ddhahousands):

December 31, 2014 Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses

Obligations of other U.S. government

agencies and corporatic 5 $ 177C $ (10) $ 469 $ 12) $ 2,23¢ $ (22)
Mortgage-backed securitie 10 1,33¢ (1) 2,15C (22) 3,48¢ (22)
Obligations of state and political

subdivision: 15 813 (6) 3,021 (51) 3,834 (57)
Corporate bond 6 1,782 (18) 547 2) 2,32¢ (20)
Equity securitie: 1 488 (18) - - 488 (18)
Total 37 $ 6192 $ 53) $ 6,187 $ 86) $ 1237¢ $ (139)
December 31, 2013 Less than 12 Months 12 Months or More Total

Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses

Obligations of other U.S. government

agencies and corporatic 4 $ 1337 $ 43) $ - $ - $ 13371 % 43)
Mortgagebacked securitie 47 18,76¢ (220) - - 18,76¢ (220)
Obligations of state and political

subdivision: 49 11,81¢ (495) - - 11,81¢ (495)
Corporate bond 7 2,82C (28) 298 (1) 3,11¢ (29)
Equity securities 1 476 (30) - - 476 (30)
Total 108 $ 3521t $ (816) $ 298 $ (1) $ 3551 $ (817)

The following table presents, by type and numbesediurities, the age of gross unrealized lossedaindalue by investment category for securitietd
to maturity as of the dates presented (dollarbausands):

December 31, 2014 Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses

Obligations of other U.S. government

agencies and corporatic 2 % - $ - $ 3814 3% (165) $ 3,814 $ (165)
Mortgage-backed securitie 3 - - 2,343 (58) 2,345 (58)
Total 5 $ - $ - $ 6,157 $ (223) $ 6,157 $ (223)
December 31, 2013 Less than 12 Months 12 Months or More Total

Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses
Obligations of other U.S. government

agencies and corporatic 2 $ 3592 $ (380 $ - $ - $ 3592 $ (380
Mortgage-backed securitie 3 2,394 (213) - - 2,394 (213)
Total 5 $ 5098 $ (593 $ - 9 - $ 598 $ (593)
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The unrealized losses in the Bamkhvestment portfolio, caused by interest rateeiases, are not credit issues. The Bank doesnteid to sell th
securities and it is not more likely than not ttreg Bank will be required to sell the investmerggobe recovery of their amortized cost bases. Taek
does not consider these securities to be othertdraporarily impaired at December 31, 2014 or Dduen31, 2013.

The Company invested $0.5 million in an equity nalbifund known as the Community Reinvestment Actliffad Investment Fund (ticker CRAIX) ¢
May 11, 2012. The mutual fund is composed of taxatlinicipal bonds, money market funds, small bssigministration pools, corporate bonds, s
family agency mortgage backed securities, and faniily agency mortgagbacked securities. This investment was made inrdacce with th
Companys Community Reinvestment Act, or CRA, action plaroider to receive CRA credit. The fair market eabf the investment in the fund v
approximately $0.5 million at December 31, 2014hwat loss of approximately $18,000, and the fairkmiwalue was approximately $0.5 millior
December 31, 2013 with a loss of approximately $30,

Other equity securities at December 31, 2014 ani® 2fclude FHLB and FNBB stock. This stock is cdesed restricted stock as only banks, whicl
members of the organization, may acquire or redgeames of such stock. The stock is redeemabls fde value; therefore, there are no gross uaee
gains or losses associated with this investment.

The weighted average tax equivalent yield, amaitizest and approximate fair value of investmentt defeurities, by contractual maturity (includ
mortgagebacked securities), are shown below as of the gat=sented. Actual maturities will differ from coattual maturities because borrowers
have the right to call or prepay obligations withagthout call or prepayment penalties (dollarshiousands).

December 31, 2014 Securities Available For Sale Securities Held To Maturity
Weighted Weighted
Average T.E. Amortized Fair Average T.E. Amortized Fair
Yield Cost Value Yield Cost Value
Due within one year 1.21% $ 100 $ 100 7.07% $ 620 $ 620
Due after one year through five ye. 1.6€% 1,871 1,86¢ 7.07% 2,81F 2,81F
Due after five years through ten ye 2.48% 17,32¢ 17,43¢ 7.07% 4,36¢ 4,36¢
Due after ten yeal 2.3%% 49,991 50,364 3.31% 14,71¢ 14,501
Total debt securitie 69,28¢ 69,76% 22,51¢ 22,301
Total equity securitie 552 534 - -
$ 69,83t $ 70,29¢ $ 22,51¢ $ 22,301
December 31, 2013 Securities Available For Sale Securities Held To Maturity
Weighted Weighted
Average T.E. Amortized Fair Average T.E. Amortized Fair
Yield Cost Value Yield Cost Value
Due within one year 2.05% $ 697 $ 702 0.0C% $ - 8 =
Due after one year through five ye. 1.38% 2,545 2,55C 0.0C% - -
Due after five years through ten ye 2.6%% 10,80¢ 10,707 0.0C% - -
Due after ten yeal 2.3¢% 42,17¢ 41,73¢ 2.2€% 6,57¢ 5,98¢
Total debt securitie 56,227 55,697 6,57¢ 5,98¢€
Total equity securitie 506 476 - -
$ 56,73: $ 56,17: $ 6,57¢ $ 5,98¢
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NOTE 4. LOANS

The Company’s loan portfolio is summarized belovotthe dates presented (dollars in thousands):

December 31,

2014 2013

Mortgage loans on real esta

Construction and developme $ 71,35C $ 63,17(

1-4 Family 137,51¢ 104,68¢

Multifamily 17,45¢ 14,28¢

Farmland 2,91¢ 830

Nonfarm, nonresidenti: 225,05¢ 157,36:
Commercial and industrii 54,187 32,66¢
Consume 114,29¢ 131,09¢
Total loans $ 622,79C $ 504,09t

The following table provides an analysis of thenggdf loans as of the dates presented (dollatsonsands):

December 31, 2014

Past Due and Accruing

Total Past
90 or more Due &

3059 days 60-89 days days Nonaccrual Nonaccrual Current Total Loans
Construction and developme $ 106 $ 14 $ - $ 136 $ 1,48 $ 69,861 $ 71,35C
1-4 Family 179 - - 837 1,01€ 136,50: 137,51¢
Multifamily - - - - - 17,45¢ 17,45¢
Farmlanc - - - - - 2,91¢ 2,91¢
Nonfarm, nonresidenti: - - - 749 749 224,30¢ 225,05¢
Total mortgage loans on real est 285 14 - 2,94¢ 3,24¢ 451,05¢ 454,30«
Commercial and industrii 2 - - 178 18C 54,007 54,187
Consume 239 47 - 213 499 113,80( 114,29¢
Total loans $ 526 $ 61 $ - $ 3,34C $ 3,927 $618,86: $ 622,79(

December 31, 2013

Past Due and Accruing

Total Past
90 or more Due &

3059 days 60-89 days days Nonaccrual Nonaccrual Current Total Loans
Construction and developme $ 62 $ 34 $ - % 891 $ 987 $ 62,18: $ 63,17(
1-4 Family 81 - - 141 222 104,46: 104,68t
Multifamily - - - - - 14,28¢ 14,28¢
Farmlanc - - - - - 830 830
Nonfarm, nonresidenti: 122 - - 187 309 157,05 157,36°
Total mortgage loans on real est 265 34 - 1,21¢ 1,51¢ 338,81¢ 340,33¢
Commercial and industrii - - - 118 118 32,54¢ 32,66%
Consume 120 27 - 151 298 130,79¢ 131,09¢
Total loans $ 385 $ 61 $ - $ 148¢ $ 1,93t $502,16( $ 504,09t

The total December 31, 2014 balance in the tabdeeamcludes approximately $45.0 million of loargjaired from the FCB and SLBB acquisitions
were recorded at fair value as of the acquisitiatesl Included in the acquired loan balances &eoémber 31, 2014 were approximately $0.3 millia
loans 30-59 days past due, $14,000 in loans 69 past due, and $1.1 million in nonaccrual loans.

81




INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

The total December 31, 2013 balance in the tabd@encludes approximately $64.8 million of loamsjaired from the FCB and SLBB acquisitions
were recorded at fair value as of the acquisitiatesl Included in the acquired loan balances &eoémber 31, 2013 were approximately $0.2 milliu
loans 30-59 days past due, $34,000 in loans 6(a$9 plast due, and $1.2 million in nonaccrual loans.

Credit Quality Indicators

Loans are categorized into risk categories basetelevant information about the ability of borrowdo service their debt, such as current fina
information, historical payment experience, creftitumentation, public information, and current emoit trends, among other factors. The follov
definitions are utilized for risk ratings, whicheazonsistent with the definitions used in supenyiguidance:

Pass— Loans not meeting the criteria below are considgr@ss. These loans have the highest credit cheagticte and financial strength. Borrow
possess characteristics that are highly profitati, low to negligible leverage and demonstragmisicant net worth and liquidity.

Special Mention— Loans classified as special mention have a patemeakness that deserves managerseritse attention. If left uncorrected, tt
potential weaknesses may result in deterioratich®fepayment prospects for the loan or of the @omy's credit position at some future date.

Substandard— Loans classified as substandard are inadequatetggbed by the current net worth and paying capadithe obligor or of the collatel
pledged, if any. Loans so classified have a wefined weakness or weaknesses that jeopardizethéation of the debt. They are characterizedhe
distinct possibility that the Company will sustaimme loss if the deficiencies are not corrected.

Doubtful — Loans classified as doubtful have all the weakresskerent in those classified as substandard, thighadded characteristic that
weaknesses make collection or liquidation in foii,the basis of currently existing facts, condisiomnd values, highly questionable and improbable.

Loss — Loans classified as loss are considered uncollecibd of such little value that their continuarase recorded assets is not warranted.
classification does not mean that the assets Has@uwely no recovery or salvage value, but raithisrnot practical or desirable to defer writinfj these
assets.

The following table presents a summary of the Cawgsaloan portfolio by credit quality indicator aéthe dates presented (dollars in thousands):

December 31, 2014

Special
Pass Mention Substandard Total
Construction and developme $ 69,361 $ 340 $ 1,64 $ 71,35(C
1-4 Family 135,89¢ - 1,621 137,51¢
Multifamily 16,40¢ - 1,05& 17,45¢
Farmlanc 2,91¢ - - 2,91¢
Nonfarm, nonresidenti: 224,19 - 866 225,05¢
Total mortgage loans on real est 448,77 340 5,191 454,30«
Commercial and industrii 54,007 - 180 54,187
Consume 113,83: 208 259 114,29¢
Total loans $ 616,61 $ 548 $ 563C $ 622,79(
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December 31, 2013

Special
Pass Mention Substandard Total
Construction and developme $ 61,39¢ $ 362 $ 1,40¢ 63,17(
1-4 Family 103,40¢ 259 1,01€ 104,68t
Multifamily 13,31¢ - 967 14,28¢
Farmlanc 830 - - 830
Nonfarm, nonresidenti: 156,44¢ 370 545 157,36:
Total mortgage loans on real est 335,40¢ 991 3,93¢ 340,33¢
Commercial and industri; 32,53¢ 5 122 32,66¢
Consume 130,71 228 151 131,09¢
Total loans $ 498,65¢ $ 1,224 % 421z $ 504,09t

The Company had no loans that were classified abtfld or loss as of December 31, 2014 or 2013.

Loan participations and whole loans sold to anslised for others are not included in the accompagyionsolidated balance sheets. The unpaid prit
balances of these loans were approximately $188liémand $59.8 million as of December 31, 2014 &ecember 31, 2013, respectively.

In the ordinary course of business, the Companyesi#dans to its executive officers, principal shatders, directors and to companies in which t
borrowers are principal owners. Loans outstandinguch borrowers (including companies in which tasy principal owners) amounted to approximi
$22.8 million and $11.8 million as of December 2214 and December 31, 2013, respectively. Theses lage all current and performing according t
original terms. These loans were made on subsltgriti@ same terms, including interest rate andatelal, as those prevailing at the time for corapke
transactions with persons not related to the Comparthe Bank and did not involve more than nornekt of collectability or present other unfavore
features.

Changes in the aggregate amount of loans to sletedeparties is as follows (dollars in thousands):

December 31,

2014 2013
Balance, beginning of peric $ 11,781 $ 10,96¢
Acquired loan: - 159
New loans 15,277 3,17¢
Repayment: (4,308) (2,52€)
Balance, end of peric $ 2275 $ 11,781

The Company elected to account for certain loagsieed in the FCB acquisition as acquired impalosths under ASC 3180 due to evidence of cre
deterioration at acquisition and the probabilitsgttthe Company will be unable to collect all coatnally required payments.

The following table presents the fair value of Isaicquired with deteriorated credit quality ashef date of the FCB acquisition (dollars in thousand

May 1, 2013
Contractually required principal and inter $ 7,47C
Nonaccretable differenc (2,102)
Cash flows expected to be collec 5,36¢&
Accretable yielc (468)
Fair value of loans at acquisitit $ 4,90C

Total loans acquired in the FCB acquisition incli@&2.6 million of performing loans not accounteddnder ASC 310-30.
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The following table presents changes in the cagryiue, net of the acquired impaired loans forgbgods presented (dollars in thousands):

Acquired

Impaired
Carrying value, net at December 31, 2 $ =
Loans acquiret 4,90C
Accretion to interest incorr 150
Net transfers from (to) nonaccretable differencéram) accretable yiel 420
Payments received, n (619)
Transfers to real estate owr (819
Carrying value, net at December 31, 2 $ 4,032
Loans acquire! -
Accretion to interest incorr 161
Net transfers from (to) nonaccretable differencéram) accretable yiel 316
Payments received, n (1,049
Charge-offs (59)
Transfers to real estate owr (628)
Carrying value, net at December 31, 2 $ 2,77¢€

Accretable yield on acquired impaired loans at Dewer 31, 2012, 2013 and 2014, respectively, isgotesl below (dollars in thousands):

Acquired

Impaired
Balance, year ended December 31, 2 $ =
Net transfers from (to) nonaccretable differencémam) accretable yiel 420
Accretion (150)
Balance, year ended December 31, 2 $ 270
Net transfers from (to) nonaccretable differencéram) accretable yiel 316
Accretion (161)
Balance, year ended December 31, 2 $ 425
NOTE 5. ALLOWANCE FOR LOAN LOSSES
An analysis of the allowance for loan losses ifoHisws as of the dates presented (dollars in thods):

December 31,
2014 2013 2012

Balance, beginning of peric $ 3,38C $ 2,72z $ 1,74¢
Provision for loan losse 1,62¢ 1,02¢ 685
Loans charge-off (459) (389 (181)
Recoveries 81 21 472
Balance, end of peric $ 463C $ 3,38C $ 2,722
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The following tables outline the changes in thewadince for loan losses by collateral type, thewadlaces for loans individually and collectively avatec
for impairment, and the amount of loans individyalhd collectively evaluated for impairment for tears ended December 31, 2014, 2013 and
(dollars in thousands):

Allowance for Loan Losses and Recorded Investment iLoans Receivable

December 31, 2014

Construction & Nonfarm, Commercial &

Development Farmland F;rﬁily Multifamily  Nonresidential Industrial Consumer Total
Allowance for loan losses
Beginning balanc $ 420 $ 4% 567 % 101 $ 992 $ 397 $ 899 $ 3,38C
Chargr-offs - - (123) - (3) (16) (317) (459)
Recoveries 1 - 4 - 1 17 58 81
Provision 105 14 461 36 581 (8) 439 1,62¢
Ending balanc $ 526 $ 18 $ 909 $ 137 $ 1571 $ 390 $ 1,07¢ $ 4,63C

Ending allowance balance for loans

individually evaluated for

impairmen - - - - - - 70 70
Ending allowance balance for loans

collectively evaluated for

impairmen $ 526 $ 18 $ 909 $ 137 $ 1571 $ 390 $ 1,00¢ $ 4,56C
Ending allowance balance for loans

acquired with deteriorated credit

quality $ - 9% - $ - $ - 9% -$ -$ - $ =

Loans receivable:
Balance of loans individually

evaluated for impairme $ 1,98¢ $ -$ 1621 $ 105t $ 866 $ 180 $ 467 $ 6,17¢
Balance of loans collectively

evaluated for impairme 69,361 2,91¢ 135,89¢ 16,40: 224,19 54,007 113,83 616,61-
Total perio-end balanci $ 71,35C $ 2,91¢ $137,51¢ $ 17,45¢ $ 225,05¢ $ 54,187 $114,29¢ $622,79(
Balance of loans acquired with

deteriorated credit quali $ 820 $ -$ 858% 1054 % - $ - $ 46 $ 2,77¢
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December 31, 2013

Construction & Nonfarm, Commercial &

Development Farmland F;rﬁily Multifamily  Nonresidential Industrial Consumer Total
Allowance for loan losses:
Beginning balanc $ 276 $ -$ 415 % 18 $ 977 $ 332 $ 704 $ 2,722
Charge-offs - - - - - (118) (271) (389)
Recoveries - - - - - - 21 21
Provision 144 4 152 83 15 183 445 1,02€
Ending balanc $ 420 $ 4% 567 $ 101 $ 992 $ 397 $ 899 $ 3,38C

Ending allowance balance for loans

individually evaluated for

impairmen $ - $ - $ - $ - $ -$ -3 37 $ 37
Ending allowance balance for loans

collectively evaluated for

impairmen $ 420 $ 4% 567 9% 101 $ 992 $ 397 $ 862 $ 3,34:
Ending allowance balance for loans

acquired with deteriorated credit

quality $ -$ -$ - $ - $ -$ -3 -3 =

Loans receivable:
Balance of loans individually

evaluated for impairme $ 1,40¢ $ - $ 101¢ $ 967 $ 545 $ 122 $ 151 $ 4,217
Balance of loans collectively
evaluated for impairme 61,761 830 103,66 13,31¢ 156,81¢ 32,547 130,94¢ 499,88:
Total perio-end balanc: $ 63,17C $ 830 $104,68" $ 14,28¢ $ 157,36 $ 32,66t $131,09¢ $504,09¢
Balance of loans acquired with
deteriorated credit quali $ 1477 $ -$ 996 $ 967 $ 545 $ - % 47 $ 4,032
December 31, 2012
Construction & Nonfarm, Commercial &
Development Farmland 1-4 Family  Multifamily  Nonresidential Industrial Consumer Total
Allowance for loan losses:
Beginning balanc $ 38 % - $ 194 $ 5% 506 $ 306 $ 350 $ 1,74¢€
Chargt-offs - - - (15) - - (166) (181)
Recoveries - - - - 448 2 22 472
Provision (109) - 221 28 23 24 498 685
Ending balanc $ 276 % - $ 415 $ 18 $ 977 $ 332 $ 704 $ 2,72z

Ending allowance balance for loans

individually evaluated for

impairmen $ - % -9 - % -$ - $ 114 $ 5 |8 119
Ending allowance balance for loans

collectively evaluated for

impairmen $ 276 $ -3 415 $ 18 $ 977 $ 218 $ 699 $ 2,60
Ending allowance balance for loans

acquired with deteriorated credit

quality $ - % - 9% -3 - $ -3 -3 = |65 =

Loans receivable:
Balance of loans individually

evaluated for impairme $ - $ -3 -3 - $ 699 $ 238 $ 53 $ 990
Balance of loans collectively

evaluated for impairme 20,271 64 54,811 1,75C 99,22¢ 15,081 96,55¢  287,76:
Total perio-end balanc $ 20271 $ 64 $ 5481t $ 1,75C $ 99,927 $ 1531¢ $ 96,60¢ $ 288,75:
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Impaired Loans

The Company considers a loan to be impaired whasedon current information and events, the Compatgrmines that it will not be able to collec
amounts due according to the loan agreement, imgustheduled interest payments. Determinatiomgfairment is treated the same across all clas:
loans. When the Company identifies a loan as iregait measures the impairment based on the preakrg of expected future cash flows, discount
the loans effective interest rate, except when the solmdiring) source of repayment for the loans is feration or liquidation of the collateral. In th
cases when foreclosure is probable, the Comparg theecurrent fair value of the collateral, lesirgg costs, instead of discounted cash flowshH
Company determines that the value of the impaioad is less than the recorded investment in the (oat of previous chargeffs, deferred loan fees
costs and unamortized premium or discount), the gzmy recognizes impairment through an allowandenat or a charge-off to the allowance.

When the ultimate collectability of the total pripal of an impaired loan is in doubt and the losiom nonaccrual, all payments are applied to gl
under the cost recovery method. When the ultimatieatability of the total principal of an impairédan is not in doubt and the loan is on nonacg
contractual interest is credited to interest incavhen received, under the cash basis method.

The following tables include the recorded investh@erd unpaid principal balances for impaired loaith the associated allowance amount, if applic
The Company determined the specific allowance basetthe present values of expected future casrsfloigcounted at the loanéffective interest ra
except when the remaining source of repaymenthferidan is the operation or liquidation of the atdtal. In those cases, the current fair valuehe
collateral, less selling cost, was used to detegrttie specific allowance recorded.

Also presented is the average recorded investnigheampaired loans and the related amount ofésterecognized during the time within the perioal

the impaired loans were impaired. The average bataare calculated based on the mamtti-balances of the loans during the period regddellars ir
thousands).

Impaired Loans

As of and for the year ended December 31, 2014

Unpaid Average Interest

Recorded Principal Related Recorded Income

Investment Balance Allowance Investment Recognized
With no related allowance recorded:
Construction and developme $ 1,54 $ 154z $ - $ 153C $ 41
1-4 Family residentis 837 837 - 900 30
Multifamily - - - - -
Nonfarm, nonresidenti: 749 749 - 764 24
Total mortgage loans on real est 3,12¢ 3,12¢ - 3,194 95
Commercial and industrii 179 179 - 312 1
Consume 79 79 - 97 10
Total 3,387 3,387 - 3,603 106
With related allowance recorded:
Consume 180 180 70 179 4
Total 18C 180 70 179 4
Total loans:
Construction and developme 1,54z 1,54z - 1,53C 41
1-4 Family residentia 837 837 - 900 30
Multifamily - - - - -
Nonfarm, nonresidenti: 749 749 - 764 24
Total mortgage loans on real est 3,12¢ 3,12¢ - 3,194 95
Commercial and industrii 179 179 - 312 1
Consume 260 259 70 276 14
Total $ 3,56 $ 3,567 $ 70 $ 3,782 $ 110
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With no related allowance recorded:

Construction and developme

1-4 Family residentia

Multifamily

Nonfarm, nonresidenti:

Total mortgage loans on real est
Commercial and industrii
Consume

Total

With related allowance recorded:
Consume
Total

Total loans:

Construction and developme

1-4 Family residentis

Multifamily

Nonfarm, nonresidenti:

Total mortgage loans on real est
Commercial and industrii
Consume

Total

With no related allowance recorded:

Nonfarm, nonresidenti:
Consume
Total

With related allowance recorded:
Commercial and industrii
Consume

Total

Total loans:

Nonfarm, nonresidenti:
Commercial and industri
Consume

Total
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As of and for the year ended December 31, 2013

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investment Balance Allowance Investment Recognized
1,64¢ 140¢ $ - % 1,42% 25
1,04C 1,01¢ - 1,02E 45
969 967 - 910 671
555 545 - 563 19
4,21% 3,93¢ - 3,92¢ 760
140 122 - 133 -
21 18 - 76 2
4,374 4,07¢ - 4,132 762
136 133 37 138 5
136 133 37 138 5
1,64¢ 1,40¢ - 1,42F 25
1,04C 1,01¢€ - 1,028 45
969 967 - 910 671
555 545 - 563 19
4,21% 3,93¢ - 3,928 760
140 122 - 133 -
157 151 37 214 7
4,51C 421z $ 37 $ 4,27C 767
As of and for the year ended December 31, 2012
Unpaid Average Interest
Recorded Principal Related Recorded Income
Investment Balance Allowance Investment Recognized

703 699 $ - $ 714 42
37 37 = 58 =
740 736 - 772 42
240 238 114 239 17
16 16 5 16 =
256 254 119 255 17
703 699 - 714 42
240 238 114 239 17
53 53 5 74 -
996 990 $ 119 $ 1,027 59

88




INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Troubled Debt Restructurings

In situations where, for economic or legal reasmeiated to a borrowes’ financial difficulties, the Company grants a cesgion for other than
insignificant period of time to the borrower theetCompany would not otherwise consider, the réligan is classified as a troubled debt restrucg
(“TDR"). The Company strives to identify borrowers in finahdifficulty early and work with them to modifyeir loans to more affordable terms be
such loans reach nonaccrual status. These mod#i®ds may include rate reductions, principal foegigss, payment forbearance and other a
intended to minimize the economic loss and to avoidclosure or repossession of the collateratdses where the Company grants the borrowe
terms that provide for a reduction of either inst¢rer principal, the Company measures any impaitno@nthe restructuring as previously noted
impaired loans.

Loans classified as TDRs, consisting of seven tsettitaled approximately $0.6 million at DecemB®&y 2014 compared to $0.8 million at Decembe
2013. All of the Companyg TDRs were loans acquired from FCB. All seven itsadere considered troubled debt restructurings tdua modification ¢
term through adjustments to maturity. Six of theesecredits are currently performing in accordanith their modified terms. The remaining TDR wa
default of its modified terms as of the date thisencial statements were issued. The Company ithailly evaluates each TDR for allowance purpc
primarily based on collateral value, and excluthesé loans from the loan population that is evatliay applying qualitative factors.

The following table presents the TDR pre- and postlification outstanding recorded investments kanloategories as of the dates presented (doll
thousands):

December 31, 2014 December 31, 2013
Pre- Post- Pre- Post-
Modification ~ Modification Modification ~ Modification
Outstanding  Outstanding Outstanding  Outstanding
Number of Recorded Recorded Number of Recorded Recorded
Troubled debt restructurings Contracts Investment Investment Contracts  Investment Investment
Construction and developme 4 $ 180 $ 180 2 $ 454 $ 454
Nonfarm, nonresidenti: 1 355 355 1 358 358
Commercial and industrii 1 1 1 1 3 3
Consume 1 45 45 0 - -
$ 581 $ 581 $ 815 $ 815

The following is a summary of accruing and nonaatmDRs and the related loan losses by portfoletgs of the dates presented (dollars in thousands)

TDRs
Related
Accruing Nonaccrual Total Allowance

December 31, 201.

Construction and developme $ 180 $ - 8 180 $ -
Nonfarm, nonresidenti: - 355 355 -
Commercial and industrii 1 - 1 -
Consume 45 - 45 -
Total $ 226 $ 355 $ 581 $ -
December 31, 2013

Construction and developme $ 454 % - 8 454 % -
Nonfarm, nonresidenti: 358 - 358 -
Commercial and industri 3 - 3 -
Total $ 815 $ - $ 815 $ =
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The following table includes the average recorde@stment and interest income recognized for T@R#ke years ended December 31, 2014 and
December 31, 2013 (dollars in thousands). The Casngdal not have TDRs in 2012.

TDRs
Average Recorded Interest Income
Investment Recognized

December 31, 201.

Construction and developme $ 187 $ 11
Nonfarm, nonresidenti: 359 19
Total real estate loar 546 30
Commercial and industri 2 -
Consume 48 4
Total $ 596 $ 34
December 31, 201

Construction and developme $ 459 % 19
Nonfarm, nonresidenti: 360 14
Total real estate loar 819 33
Commercial and industrii 4 -
Total $ 823 $ 33

NOTE 6. REAL ESTATE OWNED

Real estate owned consisted of the following (dslia thousands):

December 31,

2014 2013
Balance, beginning of peric $ 351t $ 2,27¢
Transfers from nc-acquired loan - 465
Transfers from acquired loa 706 822
Acquired other real esta - 1,71¢
Other real estate so (1,276¢) (1,645
Write-downs (210) (121)
Balance, end of period $ 2,73 $ 3,51F

As of December 31, 2014 and December 31, 2013gstate owned related to the acquisition of FCBIl¢ot approximately $1.3 million and $1.6 milli
respectively. There was no real estate owned tetatéhe acquisition of SLBB at December 31, 20dBecember 31, 2013.

NOTE 7. BANK PREMISES AND EQUIPMENT

Bank premises and equipment consisted of the fallgws of the dates indicated (dollars in thousands

December 31,

2014 2013
Land $ 9,03t $ 7,762
Buildings and improvemen 15,80¢ 12,591
Furniture and equipme 5,932 4,392
Software 548 449
Constructio~in-progress 1,17¢ 2,165

32,50z 27,35¢
Less: Accumulated depreciati (3,964) (2,679
Bank premises and equipment, net $ 28,53¢ $ 24,68(
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Depreciation and amortization charged to noninteeapense was approximately $1.3 million, $0.9 ioilland $0.6 million for the years en
December 31, 2014, 2013 and 2012, respectively.

NOTE 8. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill was acquired during the year ended Decer@be2011 as a result of the SLBB acquisition atoDer 1, 2011. The carrying amount of gooc
as of December 31, 2014 and 2013 was $2.7 million.

For the purposes of evaluating goodwill, the Comyphas determined that it operates only one regprtinit. The Company performed a qualita
assessment of goodwill and determined that it wasmore likely than not that the fair value of tleporting unit was less than the carrying amou
December 31, 2014 or 2013.

A summary of core deposit intangible assets afelksvs (dollars in thousand):

December 31,

2014 2013
Balance, beginning of peric $ 617 $ 158
Acquisition - 459
Total core intangible depos 617 617
Less: Accumulated amortizatic (85) (44)
Balance, end of peric $ 532 $ 573

Amortization expense on the core deposit intangitdset recorded in other operating expenses totgdprbximately $41,000, $31,000 and $11,0(
December 31, 2014, 2013 and 2012, respectively.rination of the core deposit intangible assetssigmated to be approximately $41,000 each ye
the next five years.

NOTE 9. INVESTMENT IN TAX CREDIT ENTITY

During the fourth quarter of 2014, the Company &egua limited partner interest in a tagvantaged limited partnership whose purpose was/ast ir
an approved Federal Historic Rehabilitation taxditrproject. This investment is accounted for using cost method of accounting and is include
“Other assets” in the accompanying consolidatedriza sheets. The limited partnership is considerée a variable interest entity (“VIE"The VIE ha
not been consolidated because the Company is netdeyed the primary beneficiary. The Comparigvestment in the limited partnership was evaic
for impairment at the end of the reporting periadd, as a result, the Company recorded impairmeernse of $0.7 million for the year ended Decet
31, 2014. At December 31, 2014, the Company ha@l ®dlion invested in this partnership. The investihgenerated historic tax credits of $1.0 mill
all of which was recognized in the year ended Ddmen31, 2014. The Company did not make any loadlasect to this real estate project. Based ol
structure of this transaction, the Company exptectecover its investment solely through use oftéxecredits that were generated by the investment.

NOTE 10. DEPOSITS

Deposits consisted of the following as of the datesented (dollars in thousands):

December 31,

2014 2013

Noninteres-bearing demand depos $ 70,217 $ 72,79¢
NOW accountt 116,64« 77,19(C
Money market deposit accout 77,58¢ 67,00¢
Savings account 53,332 52,171
Time deposit: 310,33¢ 263,43¢
$ 628,11¢ $ 532,60¢
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The table below summarizes outstanding time depasibf the dates indicated (dollars in thousands):

December 31,

2014 2013
$0 to $99,99¢ $ 26347: $ 234,19:
$100,000 to $249,9¢ 13,714 19,647
$250,000 and abo\ 33,15( 9,59¢
$ 310,33t $ 263,43¢

The contractual maturities of time deposits of $000 or more outstanding are summarized as folkmwsf the dates presented (dollars in thousands):

December 31,

2014 2013
Time remaining until maturity:

Three months or les $ 24,19: $ 4,43C
Over three through six mont 4,78¢ 5,22E
Over six through twelve montt 7,82F 6,852
Over one year through three ye 8,54¢ 9,737
Over three year 1,50¢ 3,002
$ 46,86/ $ 29,24¢

The approximate scheduled maturities of time depdsr each of the next five years are (dollarthimusands):
2015 $ 190,94t
2016 92,89t
2017 17,731
2018 5,25t
2019 3,561C
$ 310,33¢

Public fund deposits as of December 31, 2014 arckibber 31, 2013 totaled approximately $6.9 milliangd $3.7 million, respectively. The funds w
secured by U.S. government securities with a faliner of approximately $7.1 million as of Decembgy 2014 and $1.9 million as of December 31, 2013.

As of December 31, 2014 and December 31, 2013, defaosits outstanding to executive officers, gpatshareholders, directors and to compani
which they are principal owners amounted to appnaxely $48.9 million and $39.6 million, respectivel

NOTE 11. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements for repurchaseurstem to $12.3 million and $10.2 million as of Deater 31, 2014 and December 31, 2
respectively, and mature on a daily basis. Theedsfwere secured by investment securities withviaiues of approximately $12.7 million and $1
million as of December 31, 2014 and December 3132@espectively. The interest rate on these ageatsmwas 0.20% at December 31, 2014
December 31, 2013.
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NOTE 12. OTHER BORROWED FUNDS

Maturity amounts and the weighted average rateHifB-advances by year of maturity were as followstthe dates presented (dollars in thousands):

Amount Weighted Average Rate
December 31,
2014 December 31, 2013 December 31, 201: December 31, 201:
Fixed rate advances maturir
2014 $ - % 2,45(C - 1.4C%
201t 104,33¢ 13,70( 0.1€% 0.6S%
201€(a) 15,53/ 11,20¢ 0.7=% 0.84%
2017%(b) 4,712 2,25¢ 0.9€% 0.97%
201¢€ 850 850 0.93% 0.93%
202C 350 350 1.5C% 1.5C%
$ 125,78 $ 30,81¢ 0.27% 0.84%

(a) Amortizing advances due 2016, requiring monghtlpcipal and interest of $15,284
(b) Amortizing advances due 2017, requiring monghincipal and interest of $46,937

As of December 31, 2014, these advances are galiaid by approximately $224.7 million of the Camng’s loan portfolio and $43.3 million of t
Company'’s investment securities in accordance thighAdvance Security and Collateral Agreement withFHLB.

As of December 31, 2014, the Company had an additi142.3 million available under its line of citedith the FHLB. In addition, the Company |
outstanding lines of credit with its correspondbanhks available to assist in the management oft-t&ion liquidity. At December 31, 2014, the t
available lines of credit were approximately $3®ilion, with no outstanding balances as refleaedhe balance sheet.

On May 1, 2013, in connection with the acquisita@r=CB, the Company assumed 100% of the capitalrgis of First Community Louisiana Statut
Trust |, a Delaware statutory trust, in the amaafrapproximately $3.6 million that was initiallyteblished in March 2006 by First Community Holc
Company, the parent bank holding company for F@B{He purpose of issuing subordinated debentiites.capital security pays a cumulative quar
distribution using a floating rate at three montfBQR + 1.77% of the liquidation amounts. Each cp#fecurity represents an undivided prefe
beneficial interest in the assets of the Trustrider the terms of the Indenture dated March 27620 subordinated debentures will mature on 1,
2036. Under applicable regulatory guidelines, tteg®ordinated debentures qualify as Tier 1 capital.

NOTE 13. DERIVATIVE FINANCIAL INSTRUMENTS

During the year ended December 31, 2014, the Batdced into forward starting interest rate swaptiamts to manage exposure against the variabil
the expected future cash flows (future interestypants) attributable to changes in the 1-month LIB&3Bociated with the forecasted issuancesmbut
fixed rate debt arising from a rollover strategy: iterest rate swap is an agreement whereby am @grees to pay a fixed rate of interest on gnal
principal amount in exchange for receiving a flogtrate of interest on the same notional amouni foredetermined period of time, from a secondyy
The amounts relating to the notional principal antaare not actually exchanged. The maximum len§tim® over which the Bank is currently hedc
its exposure to the variability in future cash flovor forecasted transactions is five years. Tha twotional amount of the derivative contract$29.(
million.

For the year ended December 31, 2014, a loss 2frillion has been recognized in other comprehen@bss) income in the accompanying consolic
statement of other comprehensive income for thegdan fair value of the interest rate swap. Thepweontract had a negative fair value of $0.3 omi
as of December 31, 2014 and has been recordeddoriad taxes and other liabilitieg! the accompanying consolidated balance sheets.affour
included in accumulated other comprehensive inc@oss) would be reclassified to current earningth& hedge transaction becomes probable ¢
occurring. The Bank expects the hedge to remaiy éffective during the remaining term of the sveamtract.
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NOTE 14. STOCKHOLDERS'’ EQUITY
Preferred Stoct

The Company’s Articles of Incorporation give thengmany’s board of directors the authority to issue up,@08,000 shares of preferred stock. A
December 31, 2014, there are no preferred shatstanding. The preferred shares are consideredikitaeck”preferred stock. This type of prefer
stock allows the board of directors to fix the desitions, preferences and relative, participatomiional or other special rights, and qualificaicanc
limitations or restrictions of any series of preéer stock without further shareholder approval.

Common Stock
In July 2014, the Company issued 3,285,300 shdriés @dommon stock as a result of its initial peldiffering (the “IPO”).

The following table represents the Company’s comstook activity for the periods indicated:

Common Stock Issued and Qutstanding

Shares
Outstanding at December 31, 2011 2,742,20!
Issuance: 299,64
Stock warrant activit 156,90(
Restricted stock activit 12,07(
Outstanding at December 31, 201 3,210,81¢
Issuance: 708,397
Stock warrant activit 200
Restricted stock activit 25,701
Outstanding at December 31, 201 3,945,11:
Issuance: 3,296,17¢
Stock warrant activit 21,99¢
Restricted stock activit (1,207)
Outstanding at December 31, 201 7,262,08!

Warrants

On October 1, 2011, in connection with the SLBBwasitjon, the Bank issued 130,875 stock warranth &h exercise price of $13.33 per shar
connection with the share exchange discussed aboM®te 1, Summary of Significant Accounting Pdigj the warrants were exchanged for a
amount of warrants to acquire shares of Companyrwamstock at the same exercise price. These waynahich are currently exercisable, expire on
1, 2018. All other warrants to acquire shares ah@any common stock expired on or before Decembe?®14.
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The following table represents the Company'’s afgtirélated to outstanding warrants for the periodscated:

December 31,
2014 2013 2012

Stock Warrants

$10.00 Per Share

Issued May 31, 2007, expired May 31, 2(

Balance, beginning of peric - - 156,90(
Issued - - =
Forfeited - - (7,00¢)
Exercisec - - (149,897)

Balance, end of perioc - - -

$13.50 Per Share

Issued September 1, 2007, expired September 3@,1)

Balance, beginning of peric 49,90: 50,10 50,10
Issued - -
Forfeited (34,990 (200) -
Exercisec (14,917 - -

Balance, end of period - 49,90: 50,10¢

$13.50 Per Shar¢

Issued March 21, 2009, expired December 31, :

Balance, beginning of peric 12,72( 12,72C 12,72C
Issued -
Forfeited (5,637) - -
Exercisec (7,08%) - -

Balance, end of perioc - 12,72C 12,72C

$13.33 Per Sharc
Issued October 1, 2011, expire July 1, 2

Balance, beginning of peric 130,87t 130,87t 130,87¢
Issued - - -
Forfeited - - -
Exercisec - - -

Balance, end of period 130,87t 130,87t 130,87¢

(1) The original expiration date of April 30, 20i#s extended on account of the If

Stock Options

The Bank issued 47,186 stock options that had pusly vested or vested upon the acquisition of SmBtB an exercise price of $13.33 per share, w
were exchanged for a like amount of stock optioracguire shares of Company common stock at the saercise price on November 15, 2013.
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At the completion of the IPO in July 2014, the Camyp issued 216,000 stock options to key persoiatiMest at onsixth increments on the annivers
date of each of the next six years.

Weighted
Average
Weighted Remaining
Stock Options Average Contractual
Shares Price Term (Years)
Outstanding at December 31, 2011 47,18¢ $ 13.3¢ 6.88
Issuec - -
Forfeited (16,875 13.3:
Exercisec - -
Outstanding at December 31, 2012 30,311 $ 13.3¢ 5.88
Issuec - -
Forfeited (7,500 13.32
Exercisec - -
Outstanding at December 31, 201 22,811 $ 13.3¢ 4.88
Issuec 216,00( 14.0C
Forfeited - -
Exercisec - -
Outstanding at December 31, 201 238,811 $ 13.94 8.96
Exercisable at December 31, 2( 22,811 13.33 3.88

At December 31, 2014, the shares underlying tatit$tanding stock options had no aggregate intrimaloe. The shares underlying exercisable ¢
options had an intrinsic value of approximately $0D.

Stock-Based Compensation

Equity Incentive PlanThe Company’s 2014 Long-Term Incentive Compensdfilam (the “Plan”)authorizes the grant of various types of equitynt
and awards, such as restricted stock, stock optadsstock appreciation rights, to eligible papits, which include all of the Company’s and Bank’
employees and noemployee directors. The Plan has reserved 600/868@&s of common stock for grant, award or issuanatrectors and employe
including shares underlying granted options. ThenRE administered by the Compensation Committeth@fCompanys board of directors, whi
determines, within the provision of the Plan, thesigible employees to whom, and the times at whiahards shall be granted. The Compens
Committee, in its discretion, may delegate its arith and duties under the Plan to specified of§céowever, only the Compensation Committee
approve the terms of grants and awards to the Coyfgpaxecutive officers.

Stock OptionsThe Company uses a Black-Scholes option pricingehtadestimate the fair value of stock-based awarte BlackScholes option pricir
model incorporates various and highly subjectiveuagptions, including expected term and expectedtiit}. Stock option expense in the accompan
consolidated statements of operations for the gaded December 31, 2014 was $62,000. There watook aption expense recognized for the y
ended December 31, 2013 and 2012. At December @1, 2here was $0.7 million of unrecognized comp#ar cost related to stock options thg
expected to be recognized over a weighted avemgedpof 5.5 years.

The following assumptions were used for the 216 @fifbns granted during the year ended Decembe2(BY:

Expected dividend 0.36 %
Expected volatility 19.01 %
Risk-free interest rat 217 %
Expected term (in year 7.0
Weighte«-average grant date fair val $ 3.44

Time Vested Restricted Stock Awaiftse Company has issued shares of time vestedctestistock with vesting terms ranging from oneixogysars. Th
total stock-based compensation expense for theasdavs determined based on the market price oEdmpanys common stock at the grant date apj
to the total number of shares granted and is areattbver the vesting period.
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The Company issued a total of 11,824 shares ofictest stock to employees and directors for yeatednDecember 31, 2014. Of the restricted ¢
granted in 2014, 3,335 shares will vest over figarg and 8,489 shares will vest over 6 years.

The Company issued a total of 31,572 shares afctest stock to employees aditectors for year ended December 31, 2013. Theatesl stock grante
in 2013 will vest over five years. These restricitthres were exchanged for a like number of réstrishares of the Company common stoc
connection with the share exchange on Novembe2QE3.

No shares of restricted stock may be sold, assjgresferred or pledged until vested. The holdéithe restricted stock receive dividends and Hhae
right to vote the shares. The unearned compensaiated to these awards is amortized to compeamsaiipense over the vesting period.

As of December 31, 2014, 2013, and 2012 unearrmzk-bhsed compensation associated with these awamlsdapproximately $0.5 million, $(
million and $0.2 million, respectively. The $0.5liioh of unrecognized compensation cost relatetine vested restricted stock at December 31, 2§
expected to be recognized over a weighted avergedoof 3.8 years.

The following table represents the unvested rdsttictock award activity for the years ended Deearith, 2014 and December 31, 2013 (dolla
thousands):

Restricted Stock

December 31,

2014 2013
Weighted Avg Weighted Avg
Grant Date Fair Grant Date Fair
Shares Value Shares Value

Balance, beginning of peric 44,09C $ 13.9¢ 18,38¢ $ 13.9¢€
Granted 11,82¢ 13.8¢ 31,57 14.0C
Forfeited (536) 14.0C - -
Earned and issue (12,48¢9) 13.97 (5,877 13.92
Balance, end of peric 42,88¢ $ 13.9¢€ 44,09 $ 13.9¢

NOTE 15. EMPLOYEE BENEFIT PLANS

Employees with 90 days of service and age twenty-are eligible to participate in a 401(k) platabbshed by the Company. Under this plan, empls
may contribute a percentage of their salaries stiltjecertain limits based on federal tax laws. Seheontributions are immediately vested. Empl
matching contributions up to 4% of the employeeisual salary are 100% vested immediately.

Employer contributions to the plan for the yeardezhDecember 31, 2014, 2013 and 2012 were apprtdyr®0.4 million, $0.2 million and $0.2 millic
respectively.

The Company maintains a deferred compensationfplaa former FCB employee. A single premium immégliannuity policy was purchased in wt
the former employee is the beneficiary. Under glukicy, the beneficiary will receive monthly payntef $2,000 through 2020.
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NOTE 16. INCOME TAXES

The expense for income taxes included in the cafeteld statements of operations is as follows &ielin thousands):

December 31,

2014 2013 2012
Current $ 1,27¢  $ 375 % 958
Deferred (134) 773 21
$ 1,14t  $ 1,148  $ 979

The provision for federal income taxes differs froimat computed by applying the federal statutotg & 34% in 2014 and 2013 as indicated ir
following analysis (dollars in thousands):

Twelve months ended December 31,

2014 2013
Tax based on statutory re $ 2224 % 1,46¢
Decrease resulting fror
Effect of ta>--exempt incomt (118) (112)
Purchase accountir - (300)
Acquisition cos! - 48
Historical tax credit: (1,002 -
Other 41 44
Total income tax expent $ 1,145 $ 1,14¢
Effective rate 17.5% 26.1%
The Company records deferred income tax on theffakt of changes in timing differences.
For the periods indicated, the net deferred tagtagas comprised of the following (dollars in thands):
December 31,
2014 2013 2012
Deferred tax liabilities
Depreciatior $ (1,43%) $ (1,309 $ (961)
FHLB stock dividenc (16) (30) ()
Basis difference in acquired assets and liabil (296) (310) (14)
Unrealized gain on available for sale securi (62) - (343)
Gross deferred tax liability (1,809) (1,649 (1,32%)
Deferred tax asset
Provision for loan losse 879 377 636
Provision for other real estate los: 517 544 13
Unrealized loss on available for sale secur - 180 -
Unamortized start up co 165 187 213
Unamortized organization cos 20 22 12
Net operating loss carryforwa 617 833 595
Deferred gain on sale of other real es - 90 93
Stock option: 52 31 41
Restricted stoc 35 33 6
Basis difference in acquired assets and liabil 342 490 -
Deferred compensatic 41 49 -
Historical tax credi 226 - -
General business cred 12 12 12
Gross deferred tax assets 2,90¢ 2,84¢ 1,621
Net deferred tax asse $ 1,097 $ 1,208 % 296
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The Company acquired net operating loss (“NOtdyryforwards through the tax free acquisitiond=€B and SLBB. As of December 31, 2014
December 31, 2013, the CompanNOL carryforwards were approximately $1.8 milliand $2.5 million, respectively, with expirationtelsas follows
$0.4 million in 2030; $0.3 million in 2031; and $Imillion in 2033.

As of December 31, 2014 and December 31, 2013;tmepany’s general business credit was $12,000 veéipires in 2028.

The Company files income tax returns under U.Serf@durisdiction and the state of Louisiana, altijio the state of Louisiana does not assess an @
tax on income resulting from banking operationsti/few exceptions, the Company is no longer suljedt.S. federal and state examinations by
authorities for years before 2011.

NOTE 17. FAIR VALUES OF FINANCIAL INSTRUMENTS

In accordance with FASB ASC Topic 82air Value Measurement and Disclosurelisclosure of fair value information about finaidnstruments
whether or not recognized in the balance sheetggired. Fair value of a financial instrumenthe price that would be received to sell an asspaif tc
transfer a liability in an orderly transaction betm market participants at the measurement daitevdiae is best determined based upon quoted rt
prices. In cases where quoted market prices aravaiable, fair values are based on estimategysiesent value or other valuation techniques. @
techniques are significantly affected by the asdionp used, including the discount rate and esémaf future cash flows, and the fair value estis
may not be realized in an immediate settlemenh@fiistruments. Accordingly, the aggregate faingamounts presented do not represent the undgy
value of the Company.

The fair value guidance provides a consistent d&finof fair value, which focuses on exit pricean orderly transaction (that is, not a forceditigtior
or distressed sale) between market participanteeameasurement date under current market conslitibthere has been a significant decrease i
volume and level of activity for the asset or llapj a change in valuation technique or the useoftiple valuation techniques may be appropriteuct
instances, determining the price at which willingrket participants would transact at the measurectete under current market conditions depent
the facts and circumstances and requires use mfisant judgment. The fair value is a reasonaldimpwithin the range that is most representativtaio
value under current market conditions.

Fair Value Hierarchy

In accordance with this guidance, the Company gdtgfinancial assets and financial liabilitiesasered at fair value in three levels, based o
markets in which the assets and liabilities ardedsand the reliability of the assumptions useditermine fair value.

Level 1—Valuation is based on quoted prices in active ntarkar identical assets or liabilities that the ogjmg entity has the ability to access at
measurement date. Level 1 assets and liabilitieergdly include debt and equity securities thattemded in an active exchange market. Valuatios
obtained from readily available pricing sourcesrfarket transactions involving identical assettaduilities.

Level 2—Valuation is based on inputs other than quotedepriacluded within level 1 that are observabletfar asset or liability, either directly
indirectly. The valuation may be based on quotéckprfor similar assets or liabilities; quoted padn markets that are not active; or other inthas ar
observable or can be corroborated by observablkendata for substantially the full term of theetss liability.

Level 3—Valuation is based on unobservable inputs thasapported by little or no market activity and theg significant to the fair value of the asse
liabilities. Level 3 assets and liabilities inclufiieancial instruments whose value is determingdgupricing models, discounted cash flow methodige
or similar techniques, as well as instruments fbiclv determination of fair value requires significananagement judgment or estimation.

A financial instrumens categorization within the valuation hierarchybiased upon the lowest level of input that is sigaift to the fair vall
measurement.

The following methods and assumptions were usatid¥ompany in estimating fair value disclosuredif@ancial instruments:

Cash and Due from BanksFor these shoterm instruments, fair value is the carrying val@ash and due from banks is classified in level the fail
value hierarchy.
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Federal Funds Sold/Purchased and Securities SotttiuRepurchase Agreemer The fair value is the carrying value. The Compalassifies thes
assets in level 1 of the fair value hierarchy.

Investment— Where quoted prices are available in an active atatke Company classifies these securities withwel 1 of the valuation hierarct
Securities are defined as both long and shortipasitLevel 1 securities include highly liquid gowment bonds and exchange-traded equities.

If quoted market prices are not available, the Camypestimates fair values using pricing models @disdounted cash flows that consider standard
factors such as observable market data, benchnieldsyinterest rate volatilities, broker/dealeotps, and credit spreads. Examples of such instrtg
which would generally be classified within levebRthe valuation hierarchy, include Government Smoed Enterprise obligations, corporate bond:
other securities. Mortgadgeacked securities are included in level 2 if obably inputs are available. In certain cases whereetis limited activity or le:
transparency around inputs to the valuation, the@amy classifies these securities in level 3.

Loans— For variable-rate loans that peice frequently and with no significant changesiiadit risk, fair values are based on carrying eallrair values fi
certain mortgage loans (for example, ondetor family residential), credit card loans, andhest consumer loans are based on quoted market ol
similar instruments sold in conjunction with setimdtion transactions, adjusted for differencedoian characteristics. Fair values for other lodos
example, commercial real estate and investmenteptppnortgage loans, commercial and industrial $paare estimated using discounted cash
analyses, using market interest rates for comparhiains. Fair values for nonperforming loans atemased using discounted cash flow analyse
underlying collateral values, where applicable. Tenpany classifies loans in level 3 of the faiuezhierarchy.

Loans held for sale are measured using quoted mpriees when available. If quoted market prices aot available, comparable market value
discounted cash flow analyses may be utilized. Thmpany classifies these assets in level 3 ofainevélue hierarchy.

Real Estate Owne— The fair values are estimated based on recent ispprealues of the property less costs to sellptoperty, as real estate owne
valued at the lower of cost or fair value of theperty, less estimated costs to sell. Certain smused in appraisals are not always observable
therefore real estate owned may be classifiedviel I8 within the fair value hierarchy. When inpate observable, these assets are classified ihdenf
the fair value hierarchy.

Accrued Interes— The carrying amounts of accrued interest approxarfeit value and are classified in level 1 of thie ¥alue hierarchy.

Deposit Liabilitie— The fair values disclosed for noninterésiaring demand deposits are, by definition, equahé amount payable on demand a
reporting date (that is, their carrying amount$)eSe noninteredtearing deposits are classified in level 2 of tiealue hierarchy. The carrying amot
of variable-rate deposit accounts (for exampler@gebearing checking, savings and money marketuats), fixedterm money market accounts
certificates of deposit approximate their fair \esuat the reporting date. Fair values for fixate certificates of deposit are estimated usidiseounte
cash flow calculation that applies market inteneges on comparable instruments to a schedule gifeggted expected monthly maturities on
deposits. All interest-bearing deposits are classih level 3 of the fair value hierarchy.

Short-Term Borrowings—Fhe carrying amounts of federal funds purchasedplngs under repurchase agreements, and othe-telnm borrowing
maturing within 90 days approximate their fair veduThe Company classifies these borrowings irl Beé the fair value hierarchy.

Long-Term Borrowings- The fair values of long-term borrowings are eatid using discounted cash flows analyses baseédeo@ompanys curren
incremental borrowing rates for similar types ofrowing arrangements. The fair value of the Comfmlgngterm debt is therefore classified in levs
of the fair value hierarchy.

Commitments- The fair value of commitments to extend crediswat significant.

Derivative Instrument— The fair value for interest rate swap agreemergsbased upon the amounts required to settle thieactsn These derivati
instruments are classified in level 2 of the failue hierarchy.
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Fair Value of Assets and Liabilities Measured drRecurring Basit

Assets and liabilities measured at fair value oreeurring basis are summarized below; there werdiatilities measured on a recurring basi
December 31, 2013 (dollars in thousands):

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

December 31, 2014
Assets:

Mortgage-backed securitie $ 4824¢ $ - % 48,24¢ $ -

Obligations of other U.S. government agencies amgazations 4,36( - 4,36( -

Obligations of state and political subdivisic 11,74C - 11,74(C -

Corporate bond 5,41¢ - 5,41¢

Equity securitiet 534 534 - -

Total asset $ 70,29¢ $ 534 $ 69,765 $ -

Liabilities:

Derivative financial instrumen $ 303 % - $ 303 % -
December 31, 201
Mortgage-backed securitie $ 34,46z $ - $ 34,46: $ -
Obligations of other U.S. government agencies amgarations 2,21C - 2,21C -
Obligations of state and political subdivisic 14,10C - 14,10( -
Corporate bond 4, 92F - 4 92¢ -
Equity securitie: 476 476 - -
Total $ 56,17 $ 476 $ 55,697 $ =

Fair Value Assets Measured on a Nonrecurring B

Assets measured at fair value on a nonrecurring lase summarized below; there were no liabilitire=sasured on a nonrecurring basis at Decemb
2014 or 2013 (dollars in thousands):

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

December 31, 201.
Loans held for sal $ 103,39¢ $ - % - $ 103,39¢
Impaired loan: 3,497 - - 3,497
Real estate owne 2,73¢ - - 2,73
Total $ 109,62¢ $ - $ - $ 109,62¢
December 31, 2013
Loans held for sal $ 5,02¢ $ - $ - % 5,02¢
Impaired loan: 4,17F - - 4,17F
Real estate owne 3,51¢ - - 3,51F
Total $ 12,71¢  $ - $ - $ 12,71¢
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The estimated fair values of the Company’s findriostruments at December 31, 2014 and Decembe2(®18 were as follows (dollars in thousands):

December 31, 2014

Carrying Estimated

Amount Fair Value Level 1 Level 2 Level 3
Financial asset:
Cash and due from ban $ 19,01z $ 19,01z $ 19,01z $ - $ -
Federal funds sol 500 500 500 - -
Investment securitie 92,81¢ 92,60( 534 92,06¢ -
Other equity securitie 5,56¢€ 5,56¢€ - 5,56€ -
Loans, net of allowanc 721,55¢ 722,67 - - 722,67
Accrued interest receivab 2,43k 2,43¢ 2,43¢ - -
Financial liabilities:
Deposits, nonintere-bearing $ 70,217 $ 70,217 % - $ 70,217 $ =
Deposits, intere-bearing 557,90: 560,66 - - 560,66
FHLB shor-term advances and repurchase agreen 116,63: 116,63: - 116,63 -
FHLB lonc-term advance 21,44¢ 21,49t - - 21,49:
Note payable 3,60¢ 3,60¢ - - 3,60¢
Accrued interest payab 284 284 284 - -
Derivative financial instrumen 303 303 - 303 -

December 31, 2013

Carrying Estimated

Amount Fair Value Level 1 Level 2 Level 3
Financial asset:
Cash and due from ban $ 27,702 $ 27,702 $ 27,702 $ - $ -
Federal funds sol 500 500 500 - -
Investment securitie 62,752 62,15¢ 476 61,83< -
Other equity securitie 2,02C 2,02C - 2,02C -
Loans, net of allowanc 505,74« 510,99¢ - - 510,99¢
Accrued interest receivab 1,83E 1,83E 1,83E - -
Financial liabilities:
Deposits, nonintere-bearing $ 72,798 $ 72,798 $ - % 72,795 $ -
Deposits, intere-bearing 459,81 456,04¢ - - 456,04¢
FHLB shor-term advances and repurchase agreen 10,20z 10,20z - 10,20 -
FHLB lonc-term advance 30,81¢ 30,89¢ - - 30,89¢
Note payabl¢ 3,60¢ 3,60t - - 3,60¢
Accrued interest payab 285 285 285 - -

NOTE 18. REGULATORY MATTERS

The Bank is subject to various regulatory capiggjuirements administered by the federal banking&gs. Failure to meet minimum capital requiremr
can initiate certain mandatory and possibly add#ladiscretionary actions by regulators that, iflemaken, could have a direct material effect @
financial statements. Under capital adequacy gimeg] the Bank must meet specific capital guidslitieat involve quantitative measures of as
liabilities, and certain ofbalance sheet items as calculated under regulatmgunting practices. The capital amounts andifizegfon are also subject
qualitative judgments by the regulators about camepts, risk weightings, and other factors.

Quantitative measures established by regulati@nsure capital adequacy require the Bank to maimtémimum amounts and ratios (set forth in thed
below) of total and Tier 1 capital (as definedhe tegulations) to risk-weighted assets (as defiard to average assets (as defined).
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As of December 31, 2014 and 2013, the most reagtiftaations from the FDIC categorized the Banknadl capitalized under the regulatory framew
for prompt corrective action. To be categorizedval capitalized the Bank must maintain minimumataisk-based, Tier 1 leverage capital ratios a
forth in the table below. There are no conditions\wents since those notifications that managefeli@ves have changed the Bank’s category.

The Company’s and the Baiskactual capital amounts and ratios as of DeceBiheP014 and December 31, 2013 are presented itabhes belo
(dollars in thousands):

Actual Capital Adequacy Well Capitalized

Amount Ratio Amount Ratio Amount Ratio
December 31, 201.
Tier 1 leverage capital
Investar Holding Corporatio $ 103,53t 12.61% $ 32,84: 4.0C% N/A N/A
Investar Banl $ 73,87( 9.00% $ 32,821 4.0C% $ 41,02¢ 5.00%
Tier 1 risk-based capital
Investar Holding Corporatio $ 103,53t 13.7¢% $ 30,02¢ 4.0C% N/A N/A
Investar Ban} $ 73,87( 9.86% $ 29,97 4.0C% $ 44,95¢ 6.00%
Total risk -based capital
Investar Holding Corporatio $ 108,16¢ 14.41% $ 60,05¢ 8.0C% N/A N/A
Investar Banl $ 78,50( 10.48% $ 59,94 8.0C% $ 74,931 10.00%
December 31, 2013
Tier 1 leverage capital
Investar Holding Corporatio $ 56,05¢ 9.53% $ 23,52¢ 4.0C% N/A N/A
Investar Banl $ 55,89/ 9.50% $ 23,53¢ 4.0C% $ 29,42: 5.00%
Tier 1 risk-based capital
Investar Holding Corporatio $ 56,05¢ 10.85% $ 20,66( 4.0C% N/A N/A
Investar Ban} $ 55,89/ 10.82% $ 20,65: 4.0C% $ 30,97¢ 6.00%
Total risk -based capital
Investar Holding Corporatio $ 59,43¢ 11.51% $ 41,32 8.0C% N/A N/A
Investar Banl $ 59,27¢ 11.48% $ 41,30¢€ 8.0(% $ 51,63 10.00%

Applicable Federal and State statutes and regaktiopose restrictions on the amounts of dividehds may be declared by the Company. In additis
the formal statutes and regulations, regulatorh@ities also consider the adequacy of the Comzatotal capital in relation to its assets, depaasite
other such items and, as a result, capital adeqoaeyiderations could further limit the availalyilof dividends from the Company. The ability of
Company to pay dividends on its common stock ifictsd by the Louisiana Banking Law, the FDIC, &fIC regulations. Dividends payable by
Bank in 2014 without permission were limited to epg@gmately $8.2 million. In the event the Companyin default or has deferred interest paymen
subordinated debentures, the Company would beatestifrom paying dividends.

In July 2013, the federal banking regulatory ageniéssued a final rule which revises the regulatapyital framework for financial institutions. Tieal
rule (also known as the Basel Il capital rulesyars a number of aspects pertaining to capitalireoents.

These include:

« Prompt Corrective Action Capital Category Threskeld he following thresholds have been establisbedn institution to be deemed adequately

capitalized:
Total Risl-Based Capital Rati 8.C%
Tier 1 Risl-Based Capital Rati 6.C%
Common Equity Tier 1 Capital Rat 4.5%
Tier 1 Leverage Rati 4.C%

» Establishment of a Capital Conservation Buffer e Tapital Conservation Buffer is phased in throR@h9.

» Changes in risk-weighting of assets.
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« Opt-out Election of Accumulated Other Comprehensi®me from Common Equity Tier 1 Capital.
Financial institutions become subject to the findd on January 1, 2015, although the rules willbefully phased in until January 1, 2019.

Management is currently evaluating the provisiohthe final rule and its expected impact on the @any and the Bank. Management believes tt
December 31, 2014, the Company and the Bank waud et all new capital adequacy requirementsfaliyaphasedin basis if such requirements w
then effective. There can be no assurances th&abel |l capital rules will not be revised befdhe effective date and expiration of the phaspeiriods.

NOTE 19. COMMITMENTS AND CONTINGENCIES
Commitments to Extend Credit

The Company is a party to financial instrumentwaitf-balance sheet risk entered into in the normal ebafdbusiness to meet the financing needs
customers. These financial instruments include citmemts to extend credit consisting of loan comreitits and standby letters of credit, which are
included in the accompanying financial statements.

Commitments to extend credit are agreements to heodey with fixed expiration dates or terminatidauses. The Company applies the same «
standards used in the lending process when exggrilése commitments, and periodically reassessesustomes creditworthiness through ongo
credit reviews. Since some commitments are expddtexkpire without being drawn upon, the total cdtrmnt amounts do not necessarily repre
future cash requirements. Collateral is obtainesetiaon the Comparg/assessment of the transaction. Essentiallyailbly letters of credit issued h
expiration dates within one year. At December ®1,22and December 31, 2013, the Compsammgmmitments to extend credit totaled approxingeholL .t
million and $67.1 million, respectively.

Required Reserve

The Company is required to maintain average reseat¢he Federal Reserve Bank. There were apprteliyrsl2.9 million and $4.6 million in resen
required at December 31, 2014 and December 31, 2848ectively.

Bank Premises

In August 2014, the Company entered into an agraemeeconstruct a 2,240 square foot building lodaae 525 East New River Road in Gonz:
Louisiana. The Company was approved by the FDI@pen a new branch facility. The Company has subthépplication and is awaiting approval fi
the Louisiana Office of Financial Institutions. Tlstimated cost to construct the branch facilitapproximately $1.3 million. Opening date of
location is estimated to be in June 2015.

The Prairieville location was relocated in Februafi5 from 38567 Highway 42 to 17122 Commerce @eBuive, Prairieville, Louisiana. The n
facility is a 2,237 square foot building. The appneated cost for completion was $0.2 million at Bexber 31, 2014.

Insurance

Effective May 1, 2014, the Company is obligateddertain costs associated with its insurance prodoa employee health. The Company is $edfurec
for a substantial portion of its potential clairfitie Company recognizes its obligation associated thiese costs, up to specified deductible lintitshi
period in which a claim is incurred, including witespect to both reported claims and claims inculnet not reported. The claims costs are estin
based on historical claims experience. The resdoréasurance claims are reviewed and updated &yagement on a quarterly basis.

NOTE 20. CONCENTRATIONS OF CREDIT

Substantially all of the Company’s loans and commaitts have been granted to customers in the Corrpargrket area. The concentrations of crec
type of loan are set forth in Note 4, Loans. Thadritiution of commitments to extend credit approaties the distribution of loans outstanding.
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The Company maintains deposit accounts and fefierds sold with correspondent banks which may opcally, exceed the federally insured amount.

NOTE 21. TRANSACTIONS WITH RELATED PARTIES

The Bank has made, and expects in the future tincento make in the ordinary course of businesand to directors and executive officers of
Company, the Bank, and their affiliates. In managet's opinion, these loans were made in the ordinatyseoof business at normal credit tel
including interest rate and collateral requiremeatsl do not represent more than normal credit 8gle Note 4, Loans, for more information regar
lending transactions between the Company and tieésted parties.

During 2014 and 2013, certain executive officerd directors of the Company and the Bank, includingnpanies with which they are affiliated, w
deposit customers of the Bank. See Note 10, Depasijarding total deposits outstanding to thelseee parties.

The Company has transactions with related parties/hich the Company believes the terms and canditare comparable to terms that would have
available from a third party that was unaffiliatedh the Company. The following describes transatisince January 1, 2012 in addition to the org
banking relationships, described above, in whigh @mpany has participated in which one or mor#sodlirectors, executive officers or other rel:
persons had or will have a direct or indirect miaténterest.

Thomas C. Besselman, Sr., one of the Comzadiyectors, is the former owner and previouslyseras president of The Besselman & Little Agerhoy,
Mr. Besselman sold his interest in The Besselmalite Agency, Inc. in 2012. Gallagher Benefit Sieas, successor in interest to The Besselm
Little Agency, wrote the Company’s employee besdfisurance until it became séisured, effective May 1, 2014. The Company paichimdssions ¢
approximately $70,000 per year for the years erdecember 31, 2013 and December 31, 2012 for sithidnce. Effective May 1, 2014, the Comg
pays Gallagher Benefit Services an annual fee 0f0R® for the administration of its benefit progeam

Both The Besselman & Little Agency and Gallaghen&@ Services paid a referral fee to the Compamyréferrals of clients to The Besselman & L
Agency or Gallagher Benefit Services for their irsice needs. The Company received referral feepmoximately $74,000, $60,000 and $53,00I
the years ended December 31, 2014, 2013 and 28 atively, from Gallagher Benefit Services.

Mr. Besselman is also the owner of H.R. SolutidisZ, located in Baton Rouge, Louisiana, which pd®g the Company’s payroll processing services.
The Company paid fees of approximately $44,000,3#8and $59,000 for the years ended Decembei0d4, 2013 and 2012, respectively, to H.R.
Solutions, LLC.

The Company has engaged in a number of transactiithsJoffrion Commercial Division, LLC and JoffrioConstruction, Inc., each a commet
construction company owned and managed by Gordodoffrion, one of the Compars/directors. In 2011 Joffrion Commercial Divisidr,C was
awarded the bid to renovate a building the Compgaumghased in Metairie, Louisiana, to serve as thmg@anys first branch in the Greater New Orle
area. The Company paid approximately $0.9 millorJoffrion Commercial Division, LLC in connectionittv the renovation of this branch which \
completed in 2012. Joffrion Commercial Division, Cltenovated the Compasybranch located at 2929 Hwy 190, Mandeville, Liama. The Compal
paid approximately $0.1 million for this renovatisork which was completed in 2012.

The Company selected Joffrion Commercial DivisiooC'’s bid to construct a building in Lafayette, Lisiana, to serve as the Compasfitst branch i
the Lafayette area. The Company paid approxim&kély million to Joffrion Commercial Division, LLCof construction of this facility, which w
completed in 2013.

Joffrion Commercial Division, LLC was awarded thd Im the amount of $1.0 million for demolition anehovation of the third floor of the Clerk of Ct
building the Company purchased in Baton Rouge, diana to serve as the Compan@perations Center. The Company paid approxim&@§ millior
to Joffrion Commercial Division, LLC for the demindin and renovation of this facility, which was cpleted in 2014.

In December 2013, the Company selected Joffrion r@ervial Division, LLC5 bid to construct a new Baton Rouge branch locatetB101 Highlan
Market Drive, Baton Rouge, Louisiana. The Compaaig gpproximately $0.9 million for the constructiofthis branch which was completed in 2014.
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Joffrion Commercial Division, LLC was awarded thd m the amount of $0.9 million for the constractiof the new location for the Prairieville brar
As of December 31, 2014, the Company paid Joff@ommercial Division, LLC $0.7 million related toetltonstruction of the new branch location, w
was completed in February 2015.

In August 2014, the Company selected Joffrion ConsiakDivision, LLC’s bid to construct a building in Gonzales, Louisiawhich is expected to
completed in 2015. The Company believes that tiregend conditions of all of its transactions wltffrion Commercial Division, LLC are compara
to terms that would have been available from altharty unaffiliated with the Company or the Bank.

NOTE 22. PARENT ONLY BALANCE SHEETS, STATEMENTS OF OPERATIONS AND STATEMENTS OF CASH FLOWS

BALANCE SHEETS
December 31,
(dollars in thousands 2014 2013
ASSETS
Cash and due from bai $ 2799 $ 82
Accounts receivabl 29 -
Dividend receivabl- bank subsidiar - 48
Federal income tax receivat 1,167 7
Investment in bank subsidia 77,44z 58,821
Investment in trus 109 109
Investment in tax credit enti 162 -
Deferred stock issuance ct - 67
Deferred tax asss 238 12
Total assets $ 107,14: $ 59,14¢
LIABILITIES
Note payable $ 3,60 $ 3,60¢
Accounts payabl 94 -
Accrued interest payab 4 3
Due to bank subsidial - 3
Dividend payable 51 48
Total liabilities 3,75¢& 3,662
STOCKHOLDERS’ EQUITY
Common stocl 7,264 3,94z
Treasury stocl (23) -
Surplus 84,21: 45,281
Retained earning 11,80¢ 6,60¢
Accumulated other comprehensive income (I 121 (350)
Total stockholders' equity 103,38¢ 55,48:
Total liabilities and stockholders' equity $ 107,14: $ 59,14¢
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STATEMENTS OF OPERATIONS

For the year ended December 31,

(dollars in thousands 2014 2013
Revenue
Dividends received from bank subsidi: $ 498 $ 248
Undistributed net income of bank subsidi 4,64C 2,95¢
Partnershifincome 24 -
Interest income from investment in tn 2 -
Total revenue 5,164 3,20€
Expense
Interest on note payahb 76 9
Management fees to bank subsidi 245 8
Organizational cos 6 40
Impairment of investment in tax credit ent 690 -
Other expens 135 -
Total expense 1,152 57
Income before income tax bene 4,012 3,14¢
Income tax benef 1,38t 19
Net income $ 5397 $ 3,16¢€
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STATEMENTS OF CASH FLOWS
For the year ended December 31,
(dollars in thousands 2014 2013

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 5397 $ 3,16¢
Adjustments to reconcile net loss to net cash plexviby operating activitie
Undistributed earnings of bank subsidi (4,640 (3,00€6)
Stock-based compensatic - 31
Impairment of investment in tax credit ent 690 -
Net change in
Income tax receivabl (1,160 )
Other asset 86 -
Deferred tax assi (226) (12)
Accrued interest payab 1 3
Accrued other liabilitie: 6 3
Net cash provided by operating activit 154 180
CASH FLOWS FROM INVESTING ACTIVITIES
Capital contributed to bank subsidi: (13,300 (5,177)
Purchase of investment in tax credit en (766) -
Net cash used in investing activiti (14,06¢€) (5,177)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from sh«-term borrowing 5,00C 61
Repayment of shc-term borrowing (5,000 (61)
Increase in deferred stock issuance - (67)
Cash dividends paid on common st (194) (169)
Proceeds from sales of common st - 5,33¢
Payment to repurchase common st (6) -
Stock issuance co - (24)
Proceeds from warrants exercis 297 -
Proceeds from issuance of common stock in 41,72¢ -
Net cash provided by financing activiti 41,82¢ 5,07¢
Net increase in cas 27,91: 82
Cash and cash equivalents, beginning of pe 82 -
Cash and cash equivalents, end of pe 27998 $ 82
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash payments fo
Interest on borrowing 76 % 37
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NOTE 23. EARNINGS PER SHARE

The following is a summary of the information usedhe computation of basic and diluted earningsgoenmon share for the years ended Decemb
2014, 2013 and 2012 (in thousands, except shaag dat

December 31,

2014 2013 2012
Net income available to common stockholc $ 5397 $ 3,166 $ 2,361
Weighted average number of common shares outsgndin
used in computation of basic earnings per comshaine 5,533,51« 3,667,92¢ 2,998,08
Effect of dilutive securities
Restricted stoc 41,467 32,141 11,70¢
Stock options 22,811 29,777 39,25k
Stock warrant: 179,51( 193,53 253,61
Weighted average number of common shares outsgndin
plus effect of dilutive securities used in cortgtion
of diluted earnings per common sh 5,777,30: 3,923,37! 3,302,66:
Basic earnings per shé $ 0.98 $ 0.86 $ 0.79
Diluted earnings per sha $ 093 $ 081 $ 0.71
NOTE 24. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED )
(dollars in thousands, except per share di First Quarter Second Quarter Third Quarter Fourth Quarter
Year Ended December 31, 2014
Total interest incom $ 6,957 $ 7,407 $ 8,182 $ 8,822
Total interest expens 1,09C 1,15¢ 1,182 1,24¢
Net interest incom 5,867 6,24¢ 7,00C 7,577
Provision for loan losse 245 448 505 430
Net interest income after provision for loan los 5,62z 5,801 6,49t 7,147
Noninterest incom 1,06€ 1,50¢ 1,95¢ 1,32E
Noninterest expens 5,38t 5,72¢ 6,315 6,95¢
Income before income tax 1,30z 1,581 2,141 1,517
Income tax expense (bene 424 514 699 (491)
Net income $ 879 $ 1,067 $ 144z $ 2,00¢
Earnings per common she- basic $ 022 $ 027 $ 02C $ 0.28
Earnings per common she- diluted $ 021 $ 026 $ 0.2C $ 0.27
(dollars in thousands, except per share di First Quarter Second Quarter Third Quarter Fourth Quarter
Year Ended December 31, 2013
Total interest incom $ 408: $ 555 % 6,231 $ 6,60t
Total interest expens 691 836 932 1,002
Net interest incom 3,392 4,717 5,29¢ 5,602
Provision for loan losse 89 143 108 686
Net interest income after provision for loan los 3,30z 4,574 5,191 4917
Noninterest incom 1,17C 2,19¢ 1,02z 969
Noninterest expens 3,574 4,61° 5,21¢ 5,61€
Income before income tax 899 2,152 996 268
Income tax expens 281 455 322 90
Net income $ 618 $ 1,697 $ 674 $ 178
Earnings per common she- basic $ 01¢ $ 047 $ 017 $ 0.05
Earnings per common she- diluted $ 0.1 % 044 $ 0.1€ $ 0.04
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NOTE 25. SUBSEQUENT EVENTS

Management has evaluated all subsequent eventsaarsactions that occurred after December 31, 2@lthrough the date that the financial staten
were available to be issued and determined thaé there no events that require disclosure. No sventhanges in circumstances were identifiec

would have an adverse impact on the financial statgs.
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Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosures

None.

Item 9A. Controls and Procedures

As of the end of the period covered by this Anngeport on Form 1@, the Company carried out an evaluation understhygervision and with tt
participation of its management, including the Chisecutive Officer and Chief Financial Officer ¢hCompanys principal executive and financ
officers), of the effectiveness of the design apdration of the Company'’s disclosure controls amatgdures as defined in Exchange Act Rules1Ee-
and 15d-15(e). Based upon that evaluation, thef@hiecutive Officer and Chief Financial Officer adnded that the Compars/disclosure controls a
procedures were effective for ensuring that infaiomthe Company is required to disclose in repthrés it files or submits under the Securities B
Act of 1934, as amended, is recorded, processetnatized and reported within the time periods djgetin the Securities and Exchange Commission’
rules and forms.

There were no changes to internal control ovemiire reporting during the fourth quarter of 20hatthave materially affected, or are reasonabBjyikc
materially affect, the Company’s internal contrekofinancial reporting.

This Annual Report on Form 10-K does not includeeport of managemeist’assessment regarding internal control over fiaameporting or a

attestation report of the Compasyindependent registered public accounting firm tua transition period established by rules of Seeurities ar
Exchange Commission for newly public companies.

Item 9B. Other Information
None.
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PART llI

Item 10. Directors, Executive Officers and Corpora¢ Governance

Directors of the Company, Stockholder Recommendatits of Director Candidates, Audit Committee Membersand Section 16(a) Beneficii
Ownership Reporting Compliance

The information appearing under the headings “Badr®irectors” and “Stock Ownership” in the Companyefinitive Proxy Statement for its 2(
Annual Meeting of Shareholders (the “2015 Proxyte3teent”) is incorporated herein by reference.

Executive Officers

The information appearing under the heading “Exeeudfficers” in the 2015 Proxy Statement is inamgied herein by reference.

Code of Ethics

The Company has adopted a Code of Ethics for thef G&xecutive Officer and Senior Financial Officéhat applies to its chief executive officer, ¢
financial officer, chief accounting officer and aather senior financial officers, and the Compaag blso adopted a Code of Ethics that applied wf
the Companys directors, officers and employees. The full wixthe Code of Ethics for the Chief Executive ©éfi and Senior Financial Officers and
Code of Ethics can be found by clicking on “Corger@overnance” under the “Investor Relations” tatitee Company website, www.investarbank.cc
and then by clicking on “Code of Ethics for the €Htxecutive Officer and Senior Financial Officers”“Code of Ethics,’as applicable. The Compe
intends to satisfy the disclosure requirement utigen 5.05(c) of Form 8-K regarding an amendmenbtowaiver from, a provision of the Compasy’
Code of Ethics for the Chief Executive Officer @ehior Financial Officers by posting such inforroatbn its website, at the address specified above.

Item 11. Executive Compensation

The information appearing under the headings “BoafrDirectors,” “Executive Compensation,’'Cbmpensation Committee Interlocks and Ins
Participation” and “Compensation Tables” in the @amy’s 2015 Proxy Statement is incorporated hdrgireference.

Item 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Matter
Stock Ownership

The information appearing under the heading “Stoakership” in the 2015 Proxy Statement is incorpemiderein by reference.

Securities Authorized for Issuance under Equity Comensation Plans

The following table presents certain informatiogarding our equity compensation plan as of Decer@ibeP014.

Number of securities to be Number of securities
issued upon exercise of Weighted-average exercise remaining available for future
outstanding options, warrants price of outstanding options, issuance under equity
Plan category and rights warrants and rights compensation plans
Equity compensation plans approved by security
holders - - -
Equity compensation plans not approved by security
holders® 238,81 $ 13.94 306,96!
Total 238,81 $ 13.94 306,96!

() The Investar Holding Corporation 2014 L+Term Incentive Compensation Plan (“Equity Incentive Pla") was adopted by the Compi's
board of directors on January 15, 2014, and the ks amended on March 13, 2014. Because the Cormgna private corporation at the t
of the adoption of the Equity Incentive Plan, shatder approval of the plan was not required, naswuch approval obtained. A tota
600,000 shares of common stock have been reseovegtdnt, award or issuance in the form of stockoms and restricted stock under
Equity Incentive Plan. As of December 31, 2014,,866 shares remain available for grant, awardsuaisce
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Item 13. Certain Relationships and Related Transa@ns, and Directors Independence
The information appearing under the heading “BadrDirectors” in the 2015 Proxy Statement is inavgied herein by reference.

Item 14. Principal Accounting Fees and Services
The information appearing under the heading “Indelpat Registered Public Accountanig’the 2015 Proxy Statement is incorporated hebsi
reference.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(@) Documents Filed as Part of this Rep

(1) The following financial statements are incorpordtgdeference from ltem 8 here:

Consolidated Balance Sheets as of December 31,&012013

Consolidated Statements of Operations for the YEaded December 31, 2014, 2013 and 2012

Consolidated Statements of Comprehensive Incomiéo¥ ears Ended December 31, 2014, 2013 and 2012
Consolidated Statements of Changes in Stockhol&&psity for the Years Ended December 31, 2014, 20182012
Consolidated Statements of Cash Flows for the Yeaded December 31, 2014, 2013 and 2012

Notes to Consolidated Financial Statements

(2) All schedules for which provision is made in thelgable accounting regulations of the SEC are maibecause of the absence of condi
under which they are required or because the redjiiformation is included in the consolidated ficial statements and related notes the

(3) The following exhibits are filed as part of thisrFpo1(-K, and this list includes the Exhibit Inde
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EXHIBIT INDEX

Exhibit
Number Description Location
2.1 Agreement and Plan of Exchange dated August 1,,2B¢3and betwee¢ Exhibit 2.1 to the Registration Statement on For-1 of the
Investar Holding Corporation and Investar Bankaaended (theAgreemer Company filed May 16, 2014 and incorporated herbéy
and Plan of Exchan”) reference
3.1 Restated Atrticles of Incorporation of Investar HotdCorporatior Exhibit 3.1 to the Registration Statement on For-1 of the
Company filed May 16, 2014 and incorporated herby
reference
3.2 By-laws of Investar Holding Corporatic Exhibit 3.2 to the Registration Statement on For-1 of the
Company filed May 16, 2014 and incorporated herby
reference
4.1 Specimen Common Stock Certifici Exhibit 4.1 to the Registration Statement on For-1 of the
Company filed May 16, 2014 and incorporated herby
reference
10.1* Investar Holding Corporation 2014 Lofigerm Incentive Compensation Pl Exhibit 10.1 to the Registration Statement on F@rh of the
as amended by Amendment No. 1 to Investar Holdiogp@ation 2014 Lor Company filed May 16, 2014 and, as to Amendmeni.NBxhibit
Term Incentive Plan 99.2 to the Registration Statement on Fori@ & the Compar
filed October 31, 2014, each of which is incorpedaherein b
reference
10.2* Form of Stock Option Grant Agreement under 2014 d-6arm Incentivi Exhibit 10.2 to the Registration Statement on F@&@#h of the
Compensation Plan Company filed May 16, 2014 and incorporated herby
reference
10.3* Form of Restricted Stock Award Agreement under 20ddc-Term Incentiv Exhibit 10.3 to the Registration Statement on F&-1 of the
Compensation Plan Company filed May 16, 2014 and incorporated herby
reference
10.4 Form of Notice of Exchange and Assumption relatmgptions exchanged Exhibit 10.4 to the Registration Statement on F@&-1 of the
connection with Agreement and Plan of Exchange Company filed May 16, 2014 and incorporated herby
reference
10.5 Form of Notice of Exchange and Assumption relatingrestricted stoc Exhibit 10.5 to the Registration Statement on F@&-1 of the
exchanged in connection with Agreement and Plafxchange Company filed May 16, 2014 and incorporated herby
reference
10.6 Form of Notice of Exchange and Assumption relatimgvarrants exchang Exhibit 10.6 to the Registration Statement on F@&-1 of the
in connection with Agreement and Plan of Exchange Company filed May 16, 2014 and incorporated herby
reference
21  Subsidiaries of the Registre Exhibit 21 to the Registration Statement on For-1 of the
Company filed May 16, 2014 and incorporated herby
reference
23 Consent of Postlethwaite and Netterville, AP Filed herewitl
31.1 Rule 13a14(a) Certification of Principal Executive Officef the Company i Filed herewith
accordance with Section 302 of the Sarb-Oxley Act of 200z
31.2 Rule 13i-14(a) Certification of C-Principal Financial Officer of the Compe Filed herewitt
in accordance with Section 302 of the Sarb-Oxley Act of 2002
31.3 Rule 13i-14(a) Certification of C-Principal Financial Officer of the Compe Filed herewitt
in accordance with Section 302 of the Sarb-Oxley Act of 200z
32.1 Section 1350 Certification of Principal Executivéfi€er of the Company | Filed herewith

accordance with Section 906 of the Sarb-Oxley Act of 200z
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32.2 Section 1350 Certification of (-Principal Financial Officer of the Compe Filed herewitl
in accordance with Section 906 of the Sarb-Oxley Act of 200z

32.3 Section 1350 Certification of Cerincipal Financial Officer of the Compe Filed herewith
in accordance with Section 906 of the Sarb-Oxley Act of 200z

101.INS XBRL Instance Documer Filed herewitt
101.SCF XBRL Taxonomy Extension Schema Docum Filed herewitl
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuitr Filed herewitt
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh Filed herewitt
101.LAB XBRL Taxonomy Extension Label Linkbase Docum Filed herewitl
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeut Filed herewitl

*  Management contract or compensatory plan or arraagerequired to be filed as an exhibit to thisfrd(-K pursuant to Item 15(b) of Form -K.
The Company does not have any ldagn debt instruments under which securities atieagized exceeding ten percent of the total asddatse Compan

and its subsidiaries on a consolidated basis. Tdmpgany will furnish to the Securities and Excha@genmission, upon its request, a copy of all |beigr
debt instruments.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{dhe Securities Exchange Act of 1934, the regiigthas duly caused this report to be signeds
behalf by the undersigned, thereunto duly authdrize

INVESTAR HOLDING CORPORATION

Date: March 31, 201! by: /s/John J. ' Angelo
John J. D’Angelo
President an
Chief Executive Office

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed belpthe following persons on behalf of the regist
and in the capacities and on the date indicated.

Date: March 31, 201! by:  /s/John J. ' Angelo
John J. ' Angelo
President, Chief Executi\
Officer and Director

(Principal Executive Officer)

Date: March 31, 201! by: /s/Rachel P. Cherco
Rachel P. Cherco
Executive Vice President al
Chief Financial Office

(Co-Principal Financial Officer

Date: March 31, 201! by:  /s/Christopher L. Huff
Christopher L. Huffl
Executive Vice President and
Chief Accounting Office
(Cc-Principal Financial Office

and Principal Accounting Office

Date: March 31, 201! by: /s/James M. Bake
James M. Baker

Director

Date: March 31, 201! by: /s/IThomas C. Besselman,
Thomas C. Besselman, Sr.
Director

Date: March 31, 201! by: /s/James H. Boyce, |
James H. Boyce, |
Director
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Date: March 31, 201! by: /s/Robert M. Boyce, S

Robert M. Boyce, Si
Director

Date: March 31, 201! by:  /s/J.E. Brignac, Jr.

J.E. Brignac, Jr.
Director

Date: March 31, 201¢ by: /s/Robert L. Freema

Robert L. Freema
Director

Date: March 31, 201¢ by:  /s/William H. Hidalgo, Sr.

William H. Hidalgo, Sr.
Chairman of the Boar

Date: March 31, 201¢ by:  /s/Gordon H. Joffrion, Il

Gordon H. Joffrion, Ill
Director

Date: March 31, 201¢ by:  /s/David J. Lukinovict

David J. Lukinovict
Director

Date: March 31, 201¢ by: /s/Suzanne O. Middletc

Suzanne O. Middleto
Director

Date: March 31, 201¢ by:  /s/Andrew C. Nelson, M.C

Andrew C. Nelson, M.D.
Director

Date: _March 31, 2015 by: /s/Carl R. Schneider, Jr.

Carl R. Schneider, Jr.
Director

Date: March 31, 201¢ by:  /s/Frank L. Walker

Frank L. Walkel
Director
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Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referéndbe Registration Statements on Form S-8 (N88:119692 and 33301880) of Investar Holdir
Corporation and any related prospectus of our tefaied March 31, 2015 relating to our audit of¢basolidated financial statements of Investar kg
Corporation included in this Annual Report (FormK)for the year ended December 31, 2014.

/sl Postlethwaite & Netterville, APA
Baton Rouge, Louisiar

March 31, 201!



Exhibit 31.1

CERTIFICATIONS
SECTION 302 CERTIFICATION OF THE CHIEF EXECUTIVE OF FICER

I, John J. D’Angelo, President and Chief Execu@féicer of Investar Holding Corporation, certifyatt
1. I have reviewed this annual report on Form 1fdthe year ended December 31, 2014 of Investédiktp Corporation;

2. Based on my knowledge, this report does notatominy untrue statement of a material fact or eongtate a material fact necessary to mak
statements made, in light of the circumstancesmuntieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statementd,other financial information included in theport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, théogks presented in this report;

4. The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdatemd procedures (as define:
Exchange Act Rules 13a-15(e) and 15d-15(e)) forehestrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedurkes tesigned under our supervis
to ensure that material information relating to thgistrant, including its consolidated subsidigris made known to us by others wi
those entities, particularly during the period iniet this report is being prepare

b) Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtéds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; .

c) Disclosed in this report any change in thdstegnt's internal control over financial reportitigat occurred during the registramtnos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annuabm® that has materially affected, or is reasopnéikély
to materially affect, the registré s internal control over financial reporting; &

5. The registrans other certifying officers and | have disclosealsdrd on our most recent evaluation of internalrobotzer financial reporting,
the registrant’s auditors and the audit commitfeth® registrant’s board of directors (or persoedfgrming the equivalent functions):

a) All significant deficiencies and material weaknesse the design or operation of internal controemvinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpancial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a smmtifiole in the registrast'interna
control over financial reporting

Date:March 31, 201! /s/ John J. " Angelo
John J. ' Angelo
President and Chief Executive Offic
(Principal Executive Officer




Exhibit 31.2

CERTIFICATIONS
SECTION 302 CERTIFICATION OF THE CHIEF FINANCIAL OF FICER

I, Rachel P. Cherco, Chief Financial Officer of éstar Holding Corporation, certify that:
1. I have reviewed this annual report on Form 1fthe year ended December 31, 2014 of Investédiktp Corporation;

2. Based on my knowledge, this report does notatominy untrue statement of a material fact or eongtate a material fact necessary to mak
statements made, in light of the circumstancesmuntieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statementd,other financial information included in theport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, théogks presented in this report;

4. The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdatemd procedures (as define:
Exchange Act Rules 13a-15(e) and 15d-15(e)) forehestrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedurkes tesigned under our supervis
to ensure that material information relating to thgistrant, including its consolidated subsidigris made known to us by others wi
those entities, particularly during the period iniet this report is being prepare

b) Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtéds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; .

c) Disclosed in this report any change in thdstegnt's internal control over financial reportitigat occurred during the registramtnos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annuabm® that has materially affected, or is reasopnéikély
to materially affect, the registré s internal control over financial reporting; &

5. The registrans other certifying officers and | have disclosealsdrd on our most recent evaluation of internalrobotzer financial reporting,
the registrant’s auditors and the audit commitfeth® registrant’s board of directors (or persoedfgrming the equivalent functions):

a) All significant deficiencies and material weaknesse the design or operation of internal controemvinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpancial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a smmtifiole in the registrast'interna
control over financial reporting

Date:March 31, 201! /s/ Rachel P. Cherc
Rachel P. Cherc
Chief Financial Office
(Cc-Principal Financial Officer




Exhibit 31.3

CERTIFICATIONS
SECTION 302 CERTIFICATION OF THE CHIEF ACCOUNTING O FFICER

I, Christopher L. Hufft, Chief Accounting Officeff tnvestar Holding Corporation, certify that:
1. I have reviewed this annual report on Form 1fthe year ended December 31, 2014 of Investédiktp Corporation;

2. Based on my knowledge, this report does notatominy untrue statement of a material fact or eongtate a material fact necessary to mak
statements made, in light of the circumstancesmuntieh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statementd,other financial information included in theport, fairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, théogks presented in this report;

4. The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdatemd procedures (as define:
Exchange Act Rules 13a-15(e) and 15d-15(e)) forehestrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedurkes tesigned under our supervis
to ensure that material information relating to thgistrant, including its consolidated subsidigris made known to us by others wi
those entities, particularly during the period iniet this report is being prepare

b) Evaluated the effectiveness of the registsadisclosure controls and procedures and presémtéds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; .

c) Disclosed in this report any change in thdstegnt's internal control over financial reportitigat occurred during the registramtnos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annuabm® that has materially affected, or is reasopnéikély
to materially affect, the registré s internal control over financial reporting; &

5. The registrans other certifying officers and | have disclosealsdrd on our most recent evaluation of internalrobotzer financial reporting,
the registrant’s auditors and the audit commitfeth® registrant’s board of directors (or persoedfgrming the equivalent functions):

a) All significant deficiencies and material weaknesse the design or operation of internal controemvinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpancial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a smmtifiole in the registrast'interna
control over financial reporting

Date:March 31, 201! /sl Christopher L. Huff
Christopher L. Huffl
Chief Accounting Office
(Co-Principal Financial Officer and Principal Accourgi®fficer)




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O 18 U.S.C. SECTION 1350
(AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002)

In connection with the Annual Report of Investarldilog Corporation (the “Company”) on Form ¥Ofor the fiscal year ended December 31, 201
filed with the Securities and Exchange Commissiortte date hereof (the “Report”), |, John JABYleo, President and Chief Executive Officer od
Company, certify to my knowledge and in my capaagyan officer of the Company, pursuant to 18 U.$350, as adopted pursuant to Section 906 «
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the Com
as of and for the periods covered in the Report.

/s/ John J. " Angelo

John J. ' Angelo

President and Chief Executive Offic
(Principal Executive Officer

Date: March 31, 2015

A signed original of this written statement reqditgy Section 906 has been provided to the Compadyndl be retained by the Company and furnis
to the Securities and Exchange Commission or &8 spon request. The information furnished heall not be deemed to be filed for purpose
Section 18 of the Securities Exchange Act of 19®4,shall it be deemed incorporated by referen@infiling under the Securities Act of 1933.



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O 18 U.S.C. SECTION 1350
(AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002)

In connection with the Annual Report of Investaridiiog Corporation (the “Company”) on Form KDfor the fiscal year ended December 31, 2014
“Report”), I, Rachel P. Cherco, Chief Financial Officer of tBempany, certify to my knowledge and in my capaeis an officer of the Compal
pursuant to 18 U.S.C. 1350, as adopted pursu&edtion 906 of the Sarbanes-Oxley Act of 2002, that

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the Com)
as of and for the periods covered in the Report.

/s/ Rachel P. Cherc

Rachel P. Cherc

Chief Financial Office
(Cc-Principal Financial Officer

Date: March 31, 2015

A signed original of this written statement reqditgy Section 906 has been provided to the Compadyndll be retained by the Company and furnis
to the Securities and Exchange Commission or &8 spon request. The information furnished heiall not be deemed to be filed for purpose
Section 18 of the Securities Exchange Act of 194 ,shall it be deemed incorporated by referen@infiling under the Securities Act of 1933.



Exhibit 32.3

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O 18 U.S.C. SECTION 1350
(AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002)

In connection with the Annual Report of Investaridiiog Corporation (the “Company”) on Form KDfor the fiscal year ended December 31, 2014
“Report”), I, Christopher L. Hufft, Chief Accounting Officeif the Company, certify to my knowledge and in mpaeity as an officer of the Compa
pursuant to 18 U.S.C. 1350, as adopted pursu&edtion 906 of the Sarbanes-Oxley Act of 2002, that

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the Com)
as of and for the periods covered in the Report.

/s/ Christopher L. Huff

Christopher L. Hufft

Chief Accounting Office

(Cc-Principal Financial Officer and Principal Accourtgi@fficer)

Date: March 31, 2015

A signed original of this written statement reqditgy Section 906 has been provided to the Compadyndll be retained by the Company and furnis
to the Securities and Exchange Commission or &8 spon request. The information furnished heiall not be deemed to be filed for purpose
Section 18 of the Securities Exchange Act of 194 ,shall it be deemed incorporated by referen@infiling under the Securities Act of 1933.



