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FORWARD-LOOKING STATEMENTS

This report on Form 10-Q contains forward-looking statements about Westamerica Bancorporation for which it claims
the protection of the safe harbor provisions contained in the Private Securities Litigation Reform Act of 1995.
Examples of forward-looking statements include, but are not limited to: (i) projections of revenues, expenses, income
or loss, earnings or loss per share, the payment or nonpayment of dividends, capital structure and other financial
items; (ii) statements of plans, objectives and expectations of the Company or its management or board of directors,
including those relating to products or services; (iii) statements of future economic performance; and (iv) statements

"non

of assumptions underlying such statements. Words such as "believes", "anticipates", "expects", "intends", "targeted",
"projected"”, "continue", "remain", "will", "should", "may" and other similar expressions are intended to identify

forward-looking statements but are not the exclusive means of identifying such statements.

These forward-looking statements are based on Management’s current knowledge and belief and include information
concerning the Company’s possible or assumed future financial condition and results of operations. A number of
factors, some of which are beyond the Company’s ability to predict or control, could cause future results to differ
materially from those contemplated. These factors include but are not limited to (1) the length and severity of
difficulties in the global, national and California economies and the effects of government efforts to address those
difficulties; (2) liquidity levels in capital markets; (3) fluctuations in asset prices including, but not limited to stocks,
bonds, real estate, and commodities; (4) the effect of acquisitions and integration of acquired businesses; (5) economic
uncertainty created by terrorist threats and attacks on the United States, the actions taken in response, and the
uncertain effect of these events on the national and regional economies; (6) changes in the interest rate environment;
(7) changes in the regulatory environment; (8) competitive pressure in the banking industry; (9) operational risks
including a failure or breach in data processing systems or those of third party vendors and other service providers,
including as a result of cyber attacks or fraud; (10) volatility of interest rate sensitive loans, deposits and investments;
(11) asset/liability management risks and liquidity risks; (12) the effect of natural disasters, including earthquakes,
fire, flood, drought, and other disasters, on the uninsured value of loan collateral, the financial condition of debtors
and issuers of investment securities, the economic conditions affecting the Company’s market place, and commodities
and asset values, and (13) changes in the securities markets. The reader is directed to the Company's annual report on
Form 10-K for the year ended December 31, 2014, for further discussion of factors which could affect the Company's
business and cause actual results to differ materially from those expressed in any forward-looking statement made in
this report. The Company undertakes no obligation to update any forward-looking statements in this report.
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PART I - FINANCIAL INFORMATION

Item 1 Financial Statements

WESTAMERICA BANCORPORATION

CONSOLIDATED BALANCE SHEETS

(unaudited)
At At
September December
30, 31,
2015 2014
(In thousands)
Assets:
Cash and due from banks $268,587  $380,836
Investment securities available for sale 1,571,710 1,600,781

Investment securities held to maturity, with fair values of: $1,293,958 at September 30,

2015 and $1,048,562 at December 31, 2014 1,278,814 1,038,658

Loans 1,571,843 1,700,290
Allowance for loan losses (30,036 ) (31,485 )
Loans, net of allowance for loan losses 1,541,807 1,668,805
Other real estate owned 9,269 6,374
Premises and equipment, net 39,244 37,852
Identifiable intangibles, net 11,379 14,287
Goodwill 121,673 121,673
Other assets 158,912 166,458
Total Assets $5,001,395 $5,035,724
Liabilities:

Noninterest bearing deposits $1,942,450 $1,910,781
Interest bearing deposits 2,424,470 2,438,410
Total deposits 4,366,920 4,349,191
Short-term borrowed funds 57,063 89,784
Federal Home Loan Bank advances - 20,015
Other liabilities 43,474 50,131
Total Liabilities 4,467,457 4,509,121

Shareholders' Equity:
Common stock (no par value), authorized - 150,000 shares Issued and outstanding: 25,530

at September 30, 2015 and 25,745 at December 31, 2014 378,649 378,132

Deferred compensation 2,578 2,711
Accumulated other comprehensive income 7,198 5,292
Retained earnings 145,513 140,468
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Total Shareholders' Equity 533,938 526,603
Total Liabilities and Shareholders' Equity $5,001,395 $5,035,724

See accompanying notes to unaudited consolidated financial statements.
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WESTAMERICA BANCORPORATION

CONSOLIDATED STATEMENTS OF INCOME

(unaudited)

Interest and Fee Income:

Loans

Investment securities available for sale
Investment securities held to maturity
Total Interest and Fee Income
Interest Expense:

Deposits

Short-term borrowed funds

Term repurchase agreement

Federal Home Loan Bank advances
Total Interest Expense

Net Interest Income

Provision for Loan Losses

Net Interest Income After Provision For Loan Losses

Noninterest Income:

Service charges on deposit accounts
Debit card fees

Merchant processing services

Other service fees

Trust fees

ATM processing fees

Financial services commissions
Other

Total Noninterest Income
Noninterest Expense:

Salaries and related benefits
Occupancy

Outsourced data processing services
Furniture and equipment
Amortization of identifiable intangibles
Professional fees

Courier service

For the Three

Months

Ended September 30,

2015 2014 2015 2014
(In thousands, except per share data)

For the Nine Months

$19,378 $22,129 $59,643 $67,817
7,880 6,350 23,347 17,855
7,041 6,421 19,651 20,195
34,299 34900 102,641 105,867

573 709 1,816 2,216

12 23 44 64

- 11 - 60

- 103 1 304

585 846 1,861 2,644

33,714 34,054 100,780 103,223
600 - 2,600

33,714 33,454 100,780 100,623

5,581 6,207 16,981 18,322
1,538 1,543 4,528 4,482
1,485 1,742 4,971 5,485
693 695 2,041 2,044
682 629 2,061 1,899
616 637 1,828 1,891
177 194 527 585
1,221 1,407 3,625 4,534
11,993 13,054 36,562 39,242

12,761 13,639 39,795 41,691
3,746 3,811 11,199 11,284
2,115 2,093 6,334 6,314
1,075 1,059 3,353 3,070
952 1,056 2,908 3,219
746 700 1,876 1,707
604 663 1,744 1,938
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Other real estate owned 83
Other 4,091
Total Noninterest Expense 26,173
Income Before Income Taxes 19,534
Provision for income taxes 4,677
Net Income $14,857
Average Common Shares Outstanding 25,530
Diluted Average Common Shares Outstanding 25,565
Per Common Share Data:

Basic earnings $0.58
Diluted earnings 0.58
Dividends paid 0.38

(287 )
3,882
26,616
19,892
4,738
$15,154
25,973
26,016

$0.58
0.58
0.38

See accompanying notes to unaudited consolidated financial statements.

451
12,136
79,796
57,546
13,371
$44,175
25,565
25,585

$1.73
1.73
1.14

(908
12,131
80,446
59,419
13,801
$45,618
26,192
26,262

$1.74
1.74
1.14

)
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WESTAMERICA BANCORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited)

Net Income

Other comprehensive income:

Increase (decrease) in net unrealized gains on securities available for sale
Deferred tax (expense) benefit

Increase (decrease) in net unrealized gains on securities available for sale,
net of tax

Post-retirement benefit transition obligation amortization

Deferred tax expense

Post-retirement benefit transition obligation amortization, net of tax
Total Other Comprehensive Income (Loss)

Total Comprehensive Income

See accompanying notes to unaudited consolidated financial statements.

For the Three For the Nine
Months Months

Ended September 30,

2015 2014 2015 2014

(In thousands)

$14,857 $15,154 $44,175 $45,618

5,522 (4,884) 3,242 9,305
(2,321) 2,054 (1,363) (3,912)
3,201 (2,830) 1,879 5,393
15 15 45 45

& ) © H (18 ) A8 )
9 9 27 27
3,210 (2,821) 1,906 5,420

$18,067 $12,333 $46,081 $51,038

10
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WESTAMERICA BANCORPORATION

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

(unaudited)

Common C Accumula% cumula;ed ned

Shares ommon Deferred ther e.tal‘ne Total

.Stoc Comprehelsivengs

Outstanding Compensaltrll%% me

(In thousands)
Balance, December 31, 2013 26,510 $378,946 $2,711 $4,313 $156,964 $542,934
Net income for the period 45,618 45,618
Other comprehensive income 5,420 5,420
Exercise of stock options 256 12,396 12,396
Tax benefit decrease upon expiration/exercise of @47 ) 447 )
stock options
Restricted stock activity 21 1,114 1,114
Stock based compensation 1,009 1,009
Stock awarded to employees 2 88 88
Retirement of common stock including repurchases (883 ) (12,911) (31,899) (44,810)
Dividends (29,927) (29,927)
Balance, September 30, 2014 25,906 $380,195 $2,711 $9,733 $140,756 $533,395
Balance, December 31, 2014 25,745 $378,132 $2,711 $5,292 $140,468 $526,603
Net income for the period 44,175 44,175
Other comprehensive income 1,906 1,906
Exercise of stock options 108 4,848 4,848
Tax benefit decrease upon expiration/exercise of 1215 ) (1215 )
stock options
Restricted stock activity 17 874 (133 ) 741
Stock based compensation 987 987
Stock awarded to employees 2 89 89
Retirement of common stock including repurchases (342 ) (5,066 ) (9,962 ) (15,028)
Dividends (29,168 ) (29,168)
Balance, September 30, 2015 25,530 $378,649 $2,578 $7,198 $145,513 $533,938

See accompanying notes to unaudited consolidated financial statements.

-

11



Edgar Filing: WESTAMERICA BANCORPORATION - Form 10-Q

WESTAMERICA BANCORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

Operating Activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Loan loss provision

Net amortization of deferred loan fees

Decrease in interest income receivable

Decrease in other assets

Decrease in income taxes payable

Decrease (increase) in net deferred tax asset

Decrease in interest expense payable

Decrease in other liabilities

Stock option compensation expense

Tax benefit decrease upon expiration/exercise of stock options
Gain on sale of other assets

Net loss on sale of premises and equipment

Net gain on sale of foreclosed assets

Writedown of foreclosed assets

Net Cash Provided by Operating Activities

Investing Activities:

Net repayments of loans

Proceeds from FDIC! loss-sharing indemnification
Purchases of investment securities available for sale
Proceeds from sale/maturity/calls of securities available for sale
Purchases of investment securities held to maturity
Proceeds from maturity/calls of securities held to maturity
Purchases of premises and equipment

Net change in FRB2/FHLB? securities

Proceeds from sale of foreclosed assets

Net Cash Used in Investing Activities

Financing Activities:

Net change in deposits

Net change in short-term borrowings and FHLB3 advances
Exercise of stock options/issuance of shares

Tax benefit decrease upon expiration/exercise of stock options

For the Nine Months

Ended September 30,

2015 2014

(In thousands)

$44,175 $45,618
12,379 12,275
- 2,600
(263 ) (179 )
757 1,537
107 1,390
(257 ) (1,160 )
968 (19 )
(56 ) (102 )
2,571 ) (3,841 )
987 1,009
1,215 447
- (400 )
24 22
(73 ) (1,014 )
315 113
57,707 58,296
124,615 93,115
- 6,703
(828,169) (747,630)
858,850 444,906
(366,247) (26,435 )
117,877 115,799
4,049 ) (2,392 )
940 3,248
1,774 7,549
(94,409 ) (105,137)
17,737 157,947
(52,721 ) 3,992
4,848 12,396
(1,215 ) (447 )

12
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Retirement of common stock including repurchases
Common stock dividends paid

Net Cash (Used in) Provided by Financing Activities
Net Change In Cash and Due from Banks

Cash and Due from Banks at Beginning of Period
Cash and Due from Banks at End of Period

Supplemental Cash Flow Disclosures:

Supplemental disclosure of non cash activities:

Loan collateral transferred to other real estate owned
Securities purchases pending settlement
Supplemental disclosure of cash flow activities:

Interest paid for the period
Income tax payments for the period

See accompanying notes to unaudited consolidated financial statements.
! Federal Deposit Insurance Corporation ("FDIC")
2 Federal Reserve Bank ("FRB")

3 Federal Home Loan Bank ("FHLB")

_8-
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(15,028 ) (44,810 )
(29,168 ) (29,927 )
(75,547 ) 99,151
(112,249) 52,310
380,836 472,028
$268,587 $524,338

$4.911 $968
- 24,2776
1,941 2,959

12,596 14,981

13



Edgar Filing: WESTAMERICA BANCORPORATION - Form 10-Q

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Basis of Presentation

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally
accepted accounting principles in the United States of America for interim financial information and pursuant to the
rules and regulations of the Securities and Exchange Commission and follow general practices within the banking
industry. The results of operations reflect interim adjustments, all of which are of a normal recurring nature and
which, in the opinion of Management, are necessary for a fair presentation of the results for the interim periods
presented. The interim results for the three and nine months ended September 30, 2015 are not necessarily indicative
of the results expected for the full year. These unaudited consolidated financial statements should be read in
conjunction with the audited consolidated financial statements and accompanying notes as well as other information
included in the Company's Annual Report on Form 10-K for the year ended December 31, 2014.

Note 2: Accounting Policies

The most significant accounting policies followed by the Company are presented in Note 1 to the audited consolidated
financial statements included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2014.
These policies, along with the disclosures presented in the other financial statement notes and in this discussion,
provide information on how significant assets and liabilities are valued in the financial statements and how those
values are determined. Based on the valuation techniques used and the sensitivity of financial statement amounts to
the methods, assumptions, and estimates underlying those amounts, Management has identified the allowance for loan
losses accounting to be the accounting area requiring the most subjective or complex judgments, and as such could be
most subject to revision as new information becomes available. A discussion of the factors affecting accounting for
the allowance for loan losses and purchased loans is included in the “Loan Portfolio Credit Risk” section in Item 2 of
this document. Certain amounts in prior periods have been reclassified to conform to the current presentation.

Application of these principles requires the Company to make certain estimates, assumptions, and judgments that
affect the amounts reported in the financial statements and accompanying notes. These estimates, assumptions, and
judgments are based on information available as of the date of the financial statements; accordingly, as this
information changes, the financial statements could reflect different estimates, assumptions, and judgments. Certain
accounting policies inherently have a greater reliance on the use of estimates, assumptions and judgments and as such
have a greater possibility of producing results that could be materially different than originally reported. Estimates,
assumptions and judgments are necessary when assets and liabilities are required to be recorded at fair value, when a
decline in the value of an asset not carried on the financial statements at fair value warrants an impairment writedown
or valuation reserve to be established, or when an asset or liability needs to be recorded contingent upon a future
event. Carrying assets and liabilities at fair value inherently results in more financial statement volatility. The fair
values and the information used to record valuation adjustments for certain assets and liabilities are based either on
quoted market prices or are provided by other third-party sources, when available.

14
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Recently Adopted Accounting Standards

FASB ASU 2014-01, Investments- Equity Method and Joint Ventures (Topic 323): Accounting for Investments in
Qualified Affordable Housing Projects, was issued January 2014 to permit reporting entities to make an accounting
policy election to account for their investments in qualified affordable housing projects using the proportional
amortization method if certain conditions are met. Under the proportional amortization method, an entity amortizes
the initial cost of the investment in proportion to the tax credits and other tax benefits received and recognizes the net
investment performance in the income statement as a component of income tax expense (benefit). For those
investments in qualified affordable housing projects not accounted for using the proportional amortization method, the
investment should be accounted for as an equity method investment or a cost method investment in accordance with
GAAP. The policy election must be applied consistently to all qualified affordable housing project investments.

The ASU also requires a reporting entity to disclose information regarding its investments in qualified affordable
housing projects, and the effect of the measurement of its investments in qualified affordable housing projects and the
related tax credits on its financial position and results of operations.

The adoption of the ASU was limited to additional disclosures only and did not have a material effect on the
Company’s financial statements at January 1, 2015, the date adopted.

15
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FASB ASU 2014-04, Receivables - Troubled Debt Restructurings by Creditors (Subtopic 310-40): Reclassification of
Residential Real Estate Collateralized Consumer Mortgage Loans upon Foreclosure, was issued on January 17, 2014,
providing clarification that an in substance repossession or foreclosure occurs, and a creditor is considered to have
received physical possession of residential real estate property collateralizing a consumer mortgage loan, upon either
(1) the creditor obtaining legal title to the residential real estate property upon completion of a foreclosure or (2) the
borrower conveying all interest in the residential real estate property to the creditor to satisfy that loan through
completion of a deed in lieu of foreclosure or through a similar legal agreement. Additionally, the amendments require
interim and annual disclosure of both (1) the amount of foreclosed residential real estate property held by the creditor
and (2) the recorded investment in consumer mortgage loans collateralized by residential real estate property that are
in the process of foreclosure according to local requirements of the applicable jurisdiction.

The adoption of the ASU was limited to additional disclosures only and did not have a material effect on the
Company’s financial statements at January 1, 2015, the date adopted.

FASB ASU 2014-11, Transfers and Servicing (Topic 860): Repurchase-to-Maturity Transactions, Repurchase
Financings, and Disclosures, was issued on June 12, 2014. The ASU improves the financial reporting of repurchase
agreements and other similar transactions through a change in accounting for repurchase-to-maturity transactions and
repurchase financings, and the introduction of two new disclosure requirements. New disclosures are required for (1)
transfers accounted for as sales in transactions that are economically similar to repurchase agreements, in which the
transferor retains substantially all of the exposure to the economic return on the transferred financial asset throughout
the term of the transaction and (2) repurchase agreements, securities lending transactions, and repurchase-to-maturity
transactions accounted for as secured borrowings about the nature of collateral pledged and the time to maturity of
those transactions.

The adoption of the ASU was limited to additional disclosures only and did not have a material effect on the
Company’s financial statements at April 1, 2015, the date adopted.

Note 3: Investment Securities

An analysis of the amortized cost, gross unrealized gains and losses accumulated in other comprehensive income, and
fair value of the available for sale investment securities portfolio follows:

Investment Securities Available for Sale
At September 30, 2015

) Gross Gross )
Amortized ) . Fair
Unrealized Unrealized
Cost ) Value
Gains Losses

(In thousands)

16
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U.S. Treasury securities $3,000 $1
Securities of U.S. Government sponsored entities 341,038 1,381
Residential mortgage-backed securities 19,303 1,289
Commercial mortgage-backed securities 2,547 11

Obligations of states and political subdivisions 152,158 9,094
Residential collateralized mortgage obligations 199,059 438

Asset-backed securities 2,350 -
FHLMC! and FNMAZ? stock 775 5,725
Corporate securities 836,882 1,707
Other securities 2,039 885
Total $1,559,151 $20,531

! Federal Home Loan Mortgage Corporation
2 Federal National Mortgage Association

-10-

$-
(10
2
(6
97
(4,945
(20

(2,750
(142
$ (7,972

~— N N N N

~—

)

$3,001
342,409
20,590
2,552
161,155
194,552
2,330
6,500
835,839
2,782

$1,571,710
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An analysis of the amortized cost, gross unrecognized gains and losses, and fair value of the held to maturity
investment securities portfolio follows:

Investment Securities Held to Maturity
At September 30, 2015

. Gross Gross .
Amortized . . Fair
Unrecognized Unrecognized
Cost . Value
Gains Losses
(In thousands)
Securities of U.S. government sponsored entities $830 $ 10 $ - $840
Residential mortgage-backed securities 362,925 2,194 (28 ) 365,091
Commercial mortgage-backed securities 16,379 57 (174 ) 16,262
Obligations of states and political subdivisions 682,818 12,486 (1,204 ) 694,100
Residential collateralized mortgage obligations 215,862 2,404 (601 ) 217,665
Total $1,278,814 $ 17,151 $ (2,007 ) $1,293,958

An analysis of the amortized cost, gross unrealized gains and losses accumulated in other comprehensive income, and
fair value of the available for sale investment securities portfolio follows:

Investment Securities Available for Sale
At December 31, 2014

. Gross Gross .
Amortized . . Fair
Cost Un.reahzed Unrealized Value
Gains Losses

(In thousands)
U.S. Treasury securities $3,500 $5 $- $3,505
Securities of U.S. Government sponsored entities 635,278 937 (1,027 ) 635,188
Residential mortgage-backed securities 24,647 1,776 (16 ) 26,407
Commercial mortgage-backed securities 2,923 6 (10 ) 2,919
Obligations of states and political subdivisions 171,907 10,015 (123 ) 181,799
Residential collateralized mortgage obligations 230,347 634 (8,524 ) 222,457
Asset-backed securities 8,349 - (36 ) 8,313
FHLMC! and FNMAZ? stock 775 4,393 - 5,168
Corporate securities 511,699 2,169 (1,629 ) 512,239
Other securities 2,039 871 (124 ) 2,786
Total $1,591,464 $20,806 $(11,489 ) $1,600,781

! Federal Home Loan Mortgage Corporation

2 Federal National Mortgage Association

An analysis of the amortized cost, gross unrecognized gains and losses, and fair value of the held to maturity
investment securities portfolio follows:

18
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Securities of U.S. government sponsored entities
Residential mortgage-backed securities
Obligations of states and political subdivisions
Residential collateralized mortgage obligations
Total

-11-

Investment Securities Held to Maturity
At December 31, 2014

) Gross Gross
Amortized . .
Unrecognized Unrecognized
Cost . Value
Gains Losses
(In thousands)
$1,066 $ 11 $ - $1,077
59,078 1,183 (137 ) 60,124
720,189 11,350 (2,358 ) 729,181
258,325 2,236 (2,381 ) 258,180
$1,038,658 $ 14,780 $ 4,876 ) $1,048,562
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The amortized cost and fair value of investment securities by contractual maturity are shown in the following table s at
the dates indicated:

At September 30, 2015

Securities Available Securities Held

for Sale to Maturity
Amortized Fair Amortized Fair
Cost Value Cost Value

(In thousands)
Maturity in years:

1 year or less $111,972  $112,333  $19,012 $19,647

Over 1 to 5 years 1,066,830 1,068,036 237,908 240,961
Over 5 to 10 years 129,133 134,756 285,130 290,517
Over 10 years 27,493 29,609 141,598 143,815
Subtotal 1,335,428 1,344,734 683,648 694,940

Mortgage—ba(.:keq securities and residential collateralized 220.909 217.694 595.166 599,018
mortgage obligations

Other securities 2,814 9,282 - -

Total $1,559,151 $1,571,710 $1,278,814 $1,293,958

Securities available for sale at September 30, 2015 with maturity dates over one year but less than five years include

$337,419 thousand (fair value) of securities of U.S. Government sponsored entities with call options on dates within
one year or less, of which $43,121 thousand have interest coupons which will increase if the issuer does not exercise
the call option.

At December 31, 2014

Securities Available Securities Held

for Sale to Maturity
Amortized Fair Amortized Fair
Cost Value Cost Value

(In thousands)
Maturity in years:

1 year or less $57,891 $57,991 $15,355 $15,855

Over 1 to 5 years 629,200 630,797 228,380 230,248
Over 5 to 10 years 584,872 589,250 285,219 288,631
Over 10 years 58,770 63,006 192,301 195,524
Subtotal 1,330,733 1,341,044 721,255 730,258

Mortgage—ba(.:keq securities and residential collateralized 257.917 251,783 317.403 318,304
mortgage obligations

Other securities 2,814 7,954 - -
Total $1,591,464 $1,600,781 $1,038,658 $1,048,562

Expected maturities of mortgage-backed securities can differ from contractual maturities because borrowers have the
right to call or prepay obligations with or without call or prepayment penalties. In addition, such factors as
prepayments and interest rates may affect the yield on the carrying value of mortgage-backed securities. At September

20



Edgar Filing: WESTAMERICA BANCORPORATION - Form 10-Q

30, 2015 and December 31, 2014, the Company had no high-risk collateralized mortgage obligations as defined by
regulatory guidelines.

[The remainder of this page intentionally left blank]
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An analysis of the gross unrealized losses of the available for sale investment securities portfolio follows:

Investment Securities Available for Sale
At September 30, 2015

No. Less than 12 months No. 12 months or longer No. Total

of of of

Investment UnrealizedInvestment UnrealizedInvestment

Positibiasr Value Losses  Positibiasr Value Losses  Positiofir Value

($ in thousands)
Securities of U.S. Government sponsored entities 1 $4,990 $(10 ) - $- $- 1 $4,990
Residential mortgage-backed securities - - - 1 790 2 ) 1 790
Commercial mortgage-backed securities - - - 1 879 (6 ) 1 879
Obligations of states and political subdivisions 4 2,132 31 ) 5 2,503 66 ) 9 4,635
Residential collateralized mortgage obligations 2 13,280 245 ) 29 168,927 (4,700) 31 182,207
Asset-backed securities - - - 1 2,330 20 ) 1 2,330
Corporate securities 71 379,170 2,417) 19 63,206 (333 ) 90 442,376
Other securities - 1 1,858 (142 ) 1 1,858

Total

78 $399,572 $(2,703)

57 $240,493 $(5,269) 135 $640,065

An analysis of gross unrecognized losses of the held to maturity investment securities portfolio follows:

Investment Securities Held to Maturity
At September 30, 2015

No. Less than 12

of months
InvesHagnt
Positidabue

($ in thousands)

Residential mortgage-backed securities 2 $21,047

Commercial mortgage-backed securities 1 7,562

Obligations of states and political subdivisions 45 29,242
Residential collateralized mortgage obligations 3 15,821
Total 51 $73,672

No. 0.
of 12 months or longer of Total
Unreco gﬁmze? alrn{/alue Unreco gnimd':s.tllgglntv 1 Unrecogr
Losses Positions Losses  Positions Losses
$26 ) 1 $96 $2 ) 3 $21,143 $28 )
(74 ) 1 6,597 (100 ) 2 14,159 (174 )
(189) 70 63,195 (1,015) 115 92,437 (1,204)
60 ) 12 65,404 541 ) 15 81,225 (601 )

$(349) 84 $135,292 $(1,658) 135 $208,964 $(2,007)

The unrealized losses on the Company’s investment securities were caused by market conditions for these types of
investments, particularly changes in risk-free interest rates. The Company evaluates securities on a quarterly basis
including changes in security ratings issued by ratings agencies, changes in the financial condition of the issuer, and,
for mortgage-related and asset-backed securities, delinquency and loss information with respect to the underlying
collateral, changes in the levels of subordination for the Company’s particular position within the repayment structure
and remaining credit enhancement as compared to expected credit losses of the security. Substantially all of these
securities continue to be investment grade rated by a major rating agency. In addition to monitoring credit rating
agency evaluations, Management performs its own evaluations regarding the credit worthiness of the issuer or the

securitized assets underlying asset backed securities.
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The Company does not intend to sell any investments and has concluded that it is more likely than not that it will not
be required to sell the investments prior to recovery of the amortized cost basis. Therefore, the Company does not
consider these investments to be other-than-temporarily impaired as of September 30, 2015.

The fair values of the investment securities could decline in the future if the general economy deteriorates, inflation
increases, credit ratings decline, the issuer’s financial condition deteriorates, or the liquidity for securities declines. As
a result, other than temporary impairments may occur in the future.

-13-
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As of September 30, 2015, $715,879 thousand of investment securities were pledged to secure public deposits and
short-term borrowed funds. As of December 31, 2014, $757,623 thousand of investment securities were pledged to

secure public deposits, short-term borrowed funds and FHLB advances.

An analysis of gross unrealized losses of investment securities available for sale follows:

Investment Securities Available for Sale

At December 31, 2014

No. Less than 12 months No

of

Invgsﬁgﬁn{]alue Unrealize

Positions Losses

($ in thousands)
Securities of U.S. Government sponsored entities 15 $253,632 $(989 )
Residential mortgage-backed securities - -
942 (7

Commercial mortgage-backed securities 1 )
Obligations of states and political subdivisions 7 2,548 as )
Residential collateralized mortgage obligations - - -

Asset-backed securities 1 5,008 (7 )
Corporate securities 53 165,026 (1,304)
Other securities - - -

Total 77 $427,156 $(2,325)

60 $261,583 $(9,164)

An analysis of gross unrecognized losses of investment securities held to maturity follows:

Investment Securities Held to Maturity

At December 31, 2014

of " 12 months or longer I(jfo. Total

dnvgsf%%n{]alue Unrealizednvgs‘tllggﬁtvalue Uni
Positions Losses  Positions
1 $9,963 $(38 ) 16 $263,595 $(1
2 822 (16 ) 2 822 (1
1 803 3 ) 2 1,745 (1
17 5,518 (105 ) 24 8,066 (1
32 205,074 (8,524) 32 205,074 (8
1 3,305 29 ) 2 8,313 3
5 34,222 (325 ) 58 199,248 (1
1 1,876 (124 ) 1 1,876 (1

137 $688,739 $(1

No. Less than 12 No. 12 months or longer No Total

of months of o

Ivestienty e Unrecodvestipenty,,  Unrecognimbstgnry Unre

Positions Losses Positions Losses  Positions Losse

($ in thousands)
Residential mortgage-backed securities 4 $19,467 $(132) 1 $201 ) 5 $19,668 $(137
Obligations of states and political subdivisions 103 76,202 (439) 138 123,370 (1,919) 241 199,572 (2,3
Residential collateralized mortgage obligations 5 13,932 (166) 22 119,513  (2,215) 27 133,445 (2,3
Total 112 $109,601 $(737) 161 $243,084 $(4,139) 273 $352,685 $(4,8

The following table provides information about the amount of interest income earned on investment securities which

is fully taxable and which is exempt from regular federal income tax:
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Taxable
Tax-exempt
Total interest income from investment securities

-14-

For the Three For the Nine
Months Months
Ended September 30,

2015 2014 2015 2014

(In thousands)

$9,120 $6,348 $25,067 $17,907
5,801 6,423 17,931 20,143

$14,921 $12,771 $42,998 $38,050
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Note 4: Loans and Allowance for Credit Losses

A summary of the major categories of loans outstanding is shown in the following tables.

At September 30, 2015
Consumer

. Commercial . Residential
Commerc1a& Construction Installment Total
eal Estate Real Estate
& Other
(In thousands)
Originated loans $354,853 $537,625 $ 3,461 $126,472 $354,494 $1,376,905
Purchased covered loans:
Gross purchased covered loans - - - 2,467 12,328 14,795
Purchased loan discount - - - (133 ) (22 ) (155 )
Purchased non-covered loans:
Gross purchased non-covered loans 15,443 136,600 984 237 34,116 187,380
Purchased loan discount (1,100 ) 4,654 ) - (167 ) (1,161 ) (7,082 )
Total $369,196 $669,571 $ 4,445 $128,876 $399,755 $1,571,843
At December 31, 2014
) ) . . Consumer
Commercia&ommerClal Construction Residential Installment Total
eal Estate Real Estate
& Other
(In thousands)
Originated loans $374,005 $567,594 $ 11,003 $146,925 $370,842 $1,470,369
Purchased covered loans:
Gross purchased covered loans - - - 2,626 14,920 17,546
Purchased loan discount - - - (434 ) (34 ) (468 )
Purchased non-covered loans:
Gross purchased non-covered loans 19,166 157,502 2,919 972 41,656 222,215
Purchased loan discount (1,356 ) (6,492 ) (50 ) (262 ) (1,212 ) (9,372 )
Total $391,815 $718,604 $ 13,872 $149,827 $426,172 $1,700,290

Changes in the carrying amount of impaired purchased loans were as follows:

For the For the
Nine Year
Months Ended
Ended December
Septembét1, 2014
30,
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2015
Impaired purchased loans (In thousands)
Carrying amount at the beginning of the period $4,672 $ 4,936
Reductions during the period 3 ) @64 )
Carrying amount at the end of the period $4,669 $ 4,672

Changes in the accretable yield for purchased loans were as follows:

F(?r the For the
Nine
Year
Months
Ended
Ended
SeptembeDecember
30,2015 51,2014
Accretable yield: (In thousands)
Balance at the beginning of the period $2,261 $2,505
Reclassification from nonaccretable difference 2,327 5,016
Accretion (3,031) (5,260 )
Balance at the end of the period $1,557 $2,261
Accretion $(3,031) $(5,260 )
Change in FDIC indemnification 506 1,110
(Increase) in interest income $(2,525) $(4,150 )

-15-
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The following summarizes activity in the allowance for loan losses:

Allowance for loan losses:
Balance at beginning of period
Additions:

Provision

Deductions:

Chargeoffs

Recoveries

Net loan recoveries (losses)
Total allowance for loan losses

Allowance for loan losses:
Balance at beginning of period
Additions:

Provision

Deductions:

Chargeoffs

Recoveries

Net loan recoveries (losses)
Total allowance for loan losses

Allowance for Loan Losses
For the Three Months Ended September 30, 2015

Commercial Residentiein(;?;ﬁgerurchasedPurchased
CommerdRelal ConstructReal an IRfon—c0V6:1€dvereﬂfnallocateﬂfotal
Estate Estate Other Loans Loans

(In thousands)

$7,107 $4,896 $403 $2,058 $7,248 $1,244 $- $7.872 $30,828
1246 96 ) (205) (50 ) 367 (15 ) 65 (1,312) -
239 ) 449 ) - - 773 ) - - - (1,461)
300 27 - - 336 6 - - 669
61 422 ) - - 437 ) 6 - - (792 )
$8.414 $4,378 $198 $2,008 $7,178 $1,235 $65 $6,560 $30,036
Allowance for Loan Losses
For the Nine Months Ended September 30, 2015
Commercial Residentiel O?Sﬁmer PurchasedPurchased
CommerdRelal ConstrucReal arrlls a menf\l on-covekedverddnallocatédiotal
Estate Estate Loans Loans
Other
(In thousands)
$5,460 $4245 $644 $2241 $7,717 $2,120 $- $9.058 $31,485
2,840 525 446 ) (233 ) 436 (689 ) 65 (2,498) -
(700 ) (449 ) - - (2,344) (431 ) - - (3,924)
814 57 - - 1,369 235 - - 2,475
114 392 ) - - 975 ) 1% ) - - (1,449)
$8.414 $4,378 $198 $2,008 $7,178 $1,235 $65 $6,560 $30,036

Allowance for Credit Losses
For the Three Months Ended September 30, 2014

Commercial Residen&ia@?jﬁ;l:li’urchasedPurchased
Commerdialal Construdieal and Iglon—(:0V61€dVeﬂddallocateil"otal
Estate Estate Other Loans Loans

(In thousands)
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Allowance for loan losses:
Balance at beginning of period $5,297 $10,664 $442 $409 $2,055 $2,707 $
Additions:

$10,824 $32,398

Provision 269 ) (640 ) - (17 ) 802 (184 ) - 908 600
Deductions:

Chargeoffs 905 ) - - - 916 ) - - - (1,821)
Recoveries 229 15 - - 297 51 - - 592

Net loan (losses) recoveries (676 ) 15 - - (619 ) 51 - - (1,229)
Balance at end of period 4,352 10,039 442 392 2,238 2,574 - 11,732 31,769

Llab}llty for off-balance sheet 1706 24 105 i 451 131 _ 276 2,693
credit exposure

Total allowance for credit losses  $6,058 $10,063 $547 $392 $2,680 $2,705 $- $12,008 $34,462

[The remainder of this page intentionally left blank]
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FDIC indemnification expired February 6, 2014 for County Bank non-single-family residential collateralized
purchased loans; accordingly, such loans have been reclassified from purchased covered loans to purchased
non-covered loans as well as the related allowance for credit losses.

Allowance for loan losses:
Balance at beginning of period
Additions:

Provision

Deductions:

Chargeoffs

Recoveries

Net loan (losses) recoveries
Indemnification expiration
Balance at end of period
Liability for off-balance sheet credit exposure
Total allowance for credit losses

Allowance for Credit Losses
For the Nine Months Ended September 30, 2014

Commercial Resideli(tiilozslt:ﬁ$:rPurchase(ﬂ’urchased
Commercidkal Constru®ea an I]I%on—COVf(EeJd/ered Unallocatébof
Estate Estate Loans Loans
Other
(In thousands)
$4,005 $12,070 $602 $405 $3,198 $- $1,561 $9,852 $3
945 (2,224) (163) 17 942 1,203 - 1,880 2,
(1,114) - - (30) (3,217) (260 ) - - (4
516 193 3 - 1,315 70 - - 2,
(598 ) 193 3 (30) (1,902) (190 ) - - (2
- - - - - 1,561 (1,561) - -
4,352 10,039 442 392 2,238 2,574 - 11,732 3
1,706 24 105 - 451 131 - 276 2,
$6,058 $10,063 $547 $392 $2,689 $2,705 $- $12,008 $3

The allowance for credit losses and recorded investment in loans were evaluated for impairment as follows

Allowance for loan losses:
Individually evaluated for impairment
Collectively evaluated for impairment

Purchased loans with evidence of credit deterioration

Total

Carrying value of loans:

Individually evaluated for impairment
Collectively evaluated for impairment

Allowance for Loan Losses and Recorded Investment in Loans Evaluat
At September 30, 2015

Commercial Residential Consumer Purchased Purc
CommerciaReal ConstrucRenl Installment Non-coveredove
Estate Estate and Other Loans Loar

(In thousands)

$-

$4,477  $585 $- $- $ -
1,235 65

- $
3,937 3,793 198 2,008 7,178

$8,414  $4378  $198  $2,008  $7,178  $1,235  $65

$12,327 $5,864  $- $- $- $10,008 $-
342,526 531,761 3,461 126,472 354,494 165,833 14,

Purchased loans with evidence of credit deterioration - 4,457 212

Total

$354,853 $537,625 $3,461 $126,472 $354,494 $180,298 $14,
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Allowance for Credit Losses and Recorded Investment in Loans Evaluated for
Impairment
At December 31, 2014

Commercial Residentil(ailiz?;ﬁ;l:i)urchased Purchased
Commdtemd] ConstructiBeal Non—coveréﬁ)veredUnallocat&%tal
Estate Estate an Loans Loans
Other
(In thousands)
Allowance for credit losses:
Individually evaluated for impairment $496 $ - $
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