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PART 1. FINANCIAL INFORMATION
ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS

SERVISFIRST BANCSHARES, INC.

CONSOLIDATED BALANCE SHEETS JUNE 30, 2014 AND DECEMBER 31, 2013

(In thousands, except share and per share amounts)

June 30, 2014 December 31, 2013
(Unaudited) (Audited)

ASSETS
Cash and due from banks $ 76,893 61,370
Interest-bearing balances due from depository institutions 199,990 188,411
Federal funds sold 3,044 8,634

Cash and cash equivalents 279,927 258,415
Available for sale debt securities, at fair value 294,254 266,220
Held to maturity debt securities (fair value of $31,446 and $31,315 at June 30, 2014 and December 31, 2013,

respectively) 31,178 32,274
Restricted equity securities 3,418 3,738
Mortgage loans held for sale 11,675 8,134
Loans 3,053,989 2,858,868
Less allowance for loan losses (32,984) (30,663)

Loans, net 3,021,005 2,828,205
Premises and equipment, net 7,745 8,351
Accrued interest and dividends receivable 9,686 10,262
Deferred tax assets 12,817 11,018
Other real estate owned and repossessed assets 6,739 12,861
Bank owned life insurance contracts 70,090 69,008
Other assets 14,150 12,213

Total assets $ 3,762,684 3,520,699
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Deposits:

Noninterest-bearing $ 729,163 650,456

Interest-bearing 2,428,479 2,369,186

Total deposits 3,157,642 3,019,642
Federal funds purchased 181,070 174,380
Other borrowings 19,957 19,940
Accrued interest payable 1,946 769
Other liabilities 21,995 8,776
Total liabilities 3,382,610 3,223,507

Stockholders' equity:

Preferred stock, Series A Senior Non-Cumulative Perpetual, par value $.001 (liquidation preference $1,000), net of

discount; 40,000 shares authorized, 40,000 shares issued and outstanding at June 30, 2014 and at December 31,

2013 39,958 39,958
Preferred stock, par value $.001 per share; 1,000,000 authorized and 960,000 currently undesignated - -
Common stock, par value $.001 per share; 50,000,000 shares authorized; 24,749,436 shares issued and outstanding

at June 30, 2014 and 22,050,036 shares issued and outstanding at December 31, 2013 25 7
Additional paid-in capital 183,765 123,325
Retained earnings 150,769 130,011
Accumulated other comprehensive income 5,305 3,891

Total stockholders' equity attributable to ServisFirst Bancshares, Inc. 379,822 297,192
Noncontrolling interest 252 -

Total Stockholders' equity 380,074 297,192
Total liabilities and stockholders' equity $ 3,762,684 3,520,699

See Notes to Consolidated Financial Statements.




Interest income:
Interest and fees on loans
Taxable securities
Nontaxable securities
Federal funds sold
Other interest and dividends
Total interest income
Interest expense:
Deposits
Borrowed funds
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
Mortgage banking
Securities gains
Increase in cash surrender value life insurance
Other operating income
Total noninterest income
Noninterest expenses:
Salaries and employee benefits
Equipment and occupancy expense
Professional services
FDIC and other regulatory assessments
OREO expense
Other operating expenses
Total noninterest expenses
Income before income taxes
Provision for income taxes
Net income
Preferred stock dividends
Net income available to common stockholders

Basic earnings per common share
Diluted earnings per common share

See Notes to Consolidated Financial Statements

SERVISFIRST BANCSHARES, INC.
CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except share and per share amounts)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2014 2014 2013
$ 33250 $ 28,874 $ 65,502 $ 56,192
1,126 908 2,223 1,856
870 847 1,741 1,679
38 17 80 33
140 46 159 97
35,424 30,692 69,705 59,857
3,027 2,784 6,041 5,497
419 427 837 978
3,446 3,211 6,878 6,475
31,978 27,481 62,827 53,382
2,438 3,334 4,752 7,618
29,540 24,147 58,075 45,764
1,057 806 1,925 1,568
674 787 958 1,752
- 8 - 131
546 485 1,082 955
661 487 1,148 964
2,938 2,573 5,113 5,370
9,098 7,056 16,795 12,735
1,409 1,469 2,775 2,580
532 425 1,048 886
528 426 1,045 858
298 204 785 594
3,552 2,792 6,692 5,471
15,417 12,372 29,140 23,124
17,061 14,348 34,048 28,010
5,476 4,662 10,705 9,073
11,585 9,686 23,343 18,937
116 100 216 200
$ 11,469  $ 9,586 $ 23,127  § 18,737
$ 049 $ 046 $ 1.01 $ 0.94
$ 046 $ 044 $ 097 $ 0.88




SERVISFIRST BANCSHARES, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In thousands)
(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Net income $ 11,585  § 9,686 $ 23343 $ 18,937
Other comprehensive income (loss), net of tax:
Unrealized holding gains (losses) arising during period from securities available
for sale, net of tax of $528 and $753 for the three and six months ended June 30,
2014, respectively, and $(1,503) and $(1,657) for the three and six months ended
June 30, 2013, respectively 996 (2,790) 1,414 (3,077)
Reclassification adjustment for net gains on sale of securities in net income, net of
tax of $3 and $46 for the three and six months ended June 30, 2013, respectively - (6) - (86)
Other comprehensive income (loss), net of tax 996 (2,796) 1,414 (3,163)
Comprehensive income $ 12,581 $ 6,890 $ 24,757 § 15,774

See Notes to Consolidated Financial Statements




Balance, December 31, 2013
Common dividends paid, $0.05 per share
Common dividends declared, $0.05 per share
Preferred dividends paid
3-for-1 common stock split, in the form of a stock dividend

Issue 625,000 (pre-split) shares of common stock, net of issuance cost of

$4,777
Issue 250 shares of REIT preferred stock
Exercise 824,400 stock options and warrants, including tax benefit
Stock-based compensation expense
Other comprehensive income, net of tax
Net income
Balance, June 30, 2014

Balance, December 31, 2012

Common dividends paid
Preferred dividends paid
Exercise 148,500 stock options and warrants, including tax benefit
Issuance of 1,800,000 shares upon mandatory conversion of
subordinated mandatorily convertible debentures
Other comprehensive loss, net of tax
Stock-based compensation expense
Net income
Balance, June 30, 2013

See Notes to Consolidated Financial Statements

SERVISFIRST BANCSHARES, INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

SIX MONTHS ENDED JUNE 30, 2014 AND 2013

(In thousands, except share amounts)

(Unaudited)
Accumulated
Additional Other Total
Preferred Common Paid-in Retained Comprehensive Noncontrolling Stockholders'
Stock Stock Capital Earnings Income Interest Equity

$ 39,958 7 3 123325  § 130,011  $ 3,891  § -8 297,192
- - - (1,132) - - (1,132)
- - - (1,237) - - (1,237)
- - - (216) - - (216)

- 17 17) - - - -

- 1 52,097 - - - 52,098

- - - - - 250 250

- - 5,258 - - - 5,258

- - 3,102 - - - 3,102

- - - - 1,414 - 1,414

- - - 23,343 - 2 23,345

$ 39,958 25 3 183,765  § 150,769  § 5305 $ 252§ 380,074
$ 39,958 6 $ 93,505 $ 92492 $ 729 $ -8 233,257
- - - (12) - - (12)
- - - (200) - - (200)

- - 789 - - - 789

- 1 14,999 - - - 15,000
- - - - (3,163) - (3,163)

- - 581 - - - 581

- - - 18,937 - - 18,937

$ 39,958 7 3 109,874  § 111,217 § 4,133 $ -3 265,189




SERVISFIRST BANCSHARES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

See Notes to Consolidated Financial Statements

SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(In thousands) (Unaudited)

2014 2013
OPERATING ACTIVITIES
Net income $ 23,343  § 18,937
Adjustments to reconcile net income to net cash provided by:
Deferred tax benefit (2,561) (1,294)
Provision for loan losses 4,752 7,618
Depreciation and amortization 997 908
Net amortization of investments 1,115 504
Decrease in accrued interest and dividends receivable 576 57
Stock-based compensation expense 3,102 581
Increase (decrease) in accrued interest payable 1,177 (37)
Proceeds from sale of mortgage loans held for sale 64,463 110,306
Originations of mortgage loans held for sale (67,046) (99,072)
Gain on sale of debt securities available for sale - (131)
Gain on sale of mortgage loans held for sale (958) (1,782)
Net loss on sale of other real estate owned 272 87
Write down of other real estate owned 289 402
Decrease in special prepaid FDIC insurance assessments - 2,498
Increase in cash surrender value of life insurance contracts (1,082) (955)
Excess tax benefits from exercise of stock options and warrants (355) 5)
Net change in other assets, liabilities, and other operating activities 10,840 1,393
Net cash provided by operating activities 38,924 40,015
INVESTMENT ACTIVITIES
(39,428) (33,885)
Purchase of debt securities available for sale
Proceeds from sale of debt securities available for sale - 4,139
Proceeds from maturities, calls and paydowns of debt securities available for sale 13,209 30,614
Purchase of debt securities held to maturity - (10,668)
Proceeds from maturities, calls and paydowns of debt securities held to maturity 1,096 2,827
Increase in loans (197,422) (240,406)
Purchase of premises and equipment (391) (817)
Proceeds from sale of restricted equity securities 320 203
Proceeds from sale of other real estate owned and repossessed assets 5,431 2,501
Investment in tax credit partnerships (1,530) (5,057)
Net cash used in investing activities (218,715) (250,549)
FINANCING ACTIVITIES
Net increase in noninterest-bearing deposits 78,707 17,022
Net increase in interest-bearing deposits 59,293 146,383
Net increase in federal funds purchased 6,690 58,410
Proceeds from sale of common stock, net 52,098 -
Proceeds from sale of preferred stock, net 250 -
Proceeds from exercise of stock options and warrants 5,258 789
Excess tax benefits from exercise of stock options and warrants 355 5
Dividends paid on common stock (1,132) (12)
Dividends paid on preferred stock (216) (200)
Net cash provided by financing activities 201,303 222,397
Net increase in cash and cash equivalents 21,512 11,863
Cash and cash equivalents at beginning of year 258,415 180,745
Cash and cash equivalents at end of year $ 279,927 § 192,608
SUPPLEMENTAL DISCLOSURE
Cash paid for:
Interest $ 5,701 6,512
Income taxes 6,993 9,890
NONCASH TRANSACTIONS
Conversion of mandatorily convertible subordinated debentures $ B 15.000
Other real estate acquired in settlement of loans - 2,369
Internally financed sales of other real estate owned 130 -
Common dividends declared 1,237 -




SERVISFIRST BANCSHARES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2014
(Unaudited)

NOTE 1 - GENERAL

The accompanying consolidated financial statements in this report have been prepared in accordance with the rules and regulations of the Securities and Exchange Commission,
including Regulation S-X and the instructions for Form 10-Q, and have not been audited. These consolidated financial statements do not include all of the information and
footnotes required by U. S. generally accepted accounting principles (“U.S. GAAP”) for complete financial statements. In the opinion of management, all adjustments necessary
to present fairly the consolidated financial position and the consolidated results of operations for the interim periods have been made. All such adjustments are of a normal
nature. The consolidated results of operations are not necessarily indicative of the consolidated results of operations which ServisFirst Bancshares, Inc. (the “Company”) may
achieve for future interim periods or the entire year. For further information, refer to the consolidated financial statements and footnotes included in the Company’s Form 10-
K/A for the year ended December 31, 2013.

On May 19, 2014, the Company completed the sale of an aggregate of 625,000 shares (pre-split) of its common stock in its initial public offering. The shares were sold to the
public at a price of $91.00 per share (pre-split), generating gross offering proceeds of approximately $56.9 million. The net proceeds to the Company from the sale of such
shares, after underwriting commissions and offering expenses, were approximately $52.1 million.

The Company announced on June 16, 2014 that it declared a three-for-one split of its common stock in the form of a stock dividend. On July 16, 2014, stockholders of record
as of the close of business on July 9, 2014, would receive a distribution of two additional shares of ServisFirst common stock for each share they hold. Except where
specifically indicated otherwise, all reported amounts in this Form 10-Q are adjusted to give effect to this stock split.

All reported amounts are in thousands except share and per share data.

NOTE 2 - CASH AND CASH EQUIVALENTS

Cash on hand, cash items in process of collection, amounts due from banks, and federal funds sold are included in cash and cash equivalents.

NOTE 3 - EARNINGS PER COMMON SHARE

Basic earnings per common share are computed by dividing net income available to common stockholders by the weighted average number of common shares outstanding

during the period. Diluted earnings per common share include the dilutive effect of additional potential common shares issuable under stock options and warrants. All reported
amounts in the Form 10-Q are adjusted to give effect to the 3-for-1 stock split disclosed above.




Earnings per common share
Weighted average common shares outstanding

Net income available to common stockholders
Basic earnings per common share

Weighted average common shares outstanding

Dilutive effects of assumed conversions and exercise of stock options and warrants

Weighted average common and dilutive potential common shares outstanding

Net income available to common stockholders

Effect of interest expense on convertible debt, net of tax and discretionary
expenditures related to conversion

Net income available to common stockholders, adjusted for effect of debt conversion

Diluted earnings per common share

NOTE 4 - SECURITIES

Three Months Ended June 30,

Six Months Ended June 30,

The amortized cost and fair value of available-for-sale and held-to-maturity securities at June 30, 2014 and December 31, 2013 are summarized as follows:

June 30, 2014
Securities Available for Sale
U.S. Treasury and government sponsored agencies
Mortgage-backed securities
State and municipal securities
Corporate debt
Total

Securities Held to Maturity
Mortgage-backed securities
State and municipal securities

Total

December 31, 2013
Securities Available for Sale
U.S. Treasury and government sponsored agencies
Mortgage-backed securities
State and municipal securities
Corporate debt
Total

Securities Held to Maturity
Mortgage-backed securities
State and municipal securities

Total

2014 2013 2014 2013
(In Thousands, Except Shares and Per Share Data)
23,627,898 20,834,700 22,917,881 19,854,387
$ 11,469 9,586 23,127 § 18,737
$ 0.49 0.46 1.01 $ 0.94
23,627,898 20,834,700 22,917,881 19,854,387
1,195,693 820,626 991,827 1,589,208
24,823,591 21,655,326 23,909,708 21,443,595
$ 11,469 9,586 23,127 § 18,737
- - - 115
$ 11,469 9,586 23,127 § 18,852
$ 0.46 0.44 097 $ 0.88
Gross Gross
Amortized Unrealized Unrealized Market
Cost Gain Loss Value
(In Thousands)
$ 48,590 847 a s 49,436
92,522 3,360 19) 95,863
129,202 4,028 (260) 132,970
15,779 206 - 15,985
286,093 8,441 (280) 294,254
25,630 459 (606) 25,483
5,548 415 - 5,963
$ 31,178 874 (606) $ 31,446
$ 31,641 674 ) $ 32,274
85,764 2,574 (98) 88,240
127,083 3,430 (682) 129,831
15,738 163 (26) 15,875
260,226 6,841 (847) 266,220
26,730 266 (1,422) 25,574
5,544 197 - 5,741
$ 32,274 463 (1,422) $ 31,315

The amortized cost and fair value of debt securities as of June 30, 2014 by contractual maturity are shown below. Actual maturities may differ from contractual maturities of
mortgage-backed securities since the mortgages underlying the securities may be called or prepaid with or without penalty. Therefore, these securities are not included in the

maturity categories along with the other categories of debt securities.




June 30, 2014

Available-for-sale Held-to-maturity
Amortized Amortized
Cost Fair Value Cost Fair Value
(In thousands)
Less than one year $ 6,562 $ 6,622 $ - 3 -
One year to five years 113,605 116,426 - -
Five years to ten years 72,615 74,488 - -
More than ten years 788 855 5,548 5,963
Mortgage-backed securities 92,522 95,863 25,630 25,483

$ 286,092 § 294,254 $ 31,178 § 31,446

The Company had no sales of available-for-sale debt securities during the first six months of 2014. The Company sold one corporate debt security for total proceeds of $3.0
million and a gain of $8,000 during the three months ended June 30, 2013 and sold two corporate debt securities for total proceeds of $4.1 million and a gain of $131,000 during
the first six months of 2013.

All mortgage-backed securities are with government-sponsored enterprises (GSEs) such as Federal National Mortgage Association, Government National Mortgage
Association, Federal Home Loan Bank, and Federal Home Loan Mortgage Corporation.

The following table identifies, as of June 30, 2014 and December 31, 2013, the Company’s investment securities that have been in a continuous unrealized loss position for less
than 12 months and those that have been in a continuous unrealized loss position for 12 or more months. At June 30, 2014, 60 of the Company’s 684 debt securities had been in
an unrealized loss position for 12 or more months. The Company does not intend to sell these securities and it is more likely than not that the Company will not be required to
sell the securities before recovery of their amortized cost, which may be maturity; accordingly, the Company does not consider these securities to be other-than-temporarily
impaired at June 30, 2014. Further, the Company believes any deterioration in value of its current investment securities is attributable to changes in market interest rates and not
credit quality of the issuer.

Less Than Twelve Months Twelve Months or More Total
Gross Gross Gross
Unrealized Unrealized Unrealized
Losses Fair Value Losses Fair Value Losses Fair Value
(In Thousands)
June 30, 2014
U.S. Treasury and government sponsored agencies $ (1) 3 999 §$ - 8 - 5 1 $ 999
Mortgage-backed securities 2) 2,042 (623) 18,564 (625) 20,606
State and municipal securities (88) 9,695 (172) 14,472 (260) 24,167
Corporate debt - - - - - -
Total $ 9 $ 12,736 $ (795) $ 33,036 $ (886) $ 45772
December 31, 2013
U.S. Treasury and government sponsored agencies $ 41 $ 5854 $ - 3 - 8 @) $ 5,854
Mortgage-backed securities (852) 21,365 (668) 6,691 (1,520) 28,056
State and municipal securities (607) 30,666 (75) 3,443 (682) 34,109
Corporate debt (26) 5,958 - - (26) 5,958
Total $ (1,526) $ 63,843 $ (743) $ 10,134 § (2,269) $ 73,977

10




NOTE 5 - LOANS

The following table details the Company’s loans at June 30, 2014 and December 31, 2013 :

June 30, December 31,
2014 2013
(Dollars In Thousands)

Commercial, financial and agricultural $ 1,362,757 $ 1,278,649
Real estate - construction 178,033 151,868
Real estate - mortgage:

Owner-occupied commercial 708,294 710,372

1-4 family mortgage 296,220 278,621

Other mortgage 457,845 391,396

Subtotal: Real estate - mortgage 1,462,359 1,380,389
Consumer 50,840 47,962

Total Loans 3,053,989 2,858,868
Less: Allowance for loan losses (32,984) (30,663)

Net Loans $ 3,021,005 § 2,828,205
Commercial, financial and agricultural 44.62% 44.73%
Real estate - construction 5.83% 5.31%
Real estate - mortgage:

Owner-occupied commercial 23.19% 24.85%

1-4 family mortgage 9.70% 9.74%

Other mortgage 14.99% 13.69%

Subtotal: Real estate - mortgage 47.88% 48.28%
Consumer 1.67% 1.68%

Total Loans 100.00% 100.00%

The credit quality of the loan portfolio is summarized no less frequently than quarterly using categories similar to the standard asset classification system used by the federal
banking agencies. The following table presents credit quality indicators for the loan loss portfolio segments and classes. These categories are utilized to develop the associated
allowance for loan losses using historical losses adjusted for current economic conditions defined as follows:

Pass — loans which are well protected by the current net worth and paying capacity of the obligor (or obligors, if any) or by the fair value, less cost to acquire and sell, of
any underlying collateral.

Special Mention — loans with potential weakness that may, if not reversed or corrected, weaken the credit or inadequately protect the Company’s position at some future
date. These loans are not adversely classified and do not expose an institution to sufficient risk to warrant an adverse classification.

Substandard — loans that exhibit well-defined weakness or weaknesses that currently jeopardize debt repayment. These loans are characterized by the distinct possibility
that the institution will sustain some loss if the weaknesses are not corrected.

Doubtful — loans that have all the weaknesses inherent in loans classified substandard, plus the added characteristic that the weaknesses make collection or liquidation in
full on the basis of currently existing facts, conditions, and values highly questionable and improbable.

Loans by credit quality indicator as of June 30, 2014 and December 31, 2013were as follows:

11




Special

June 30, 2014 Pass Mention Substandard Doubtful Total
(In Thousands)
Commercial, financial and agricultural 1,320,071 38,801 3,885 1,362,757
Real estate - construction 164,167 5,260 8,606 178,033
Real estate - mortgage:
Owner-occupied commercial 690,258 15,830 2,206 708,294
1-4 family mortgage 287,379 589 8,252 296,220
Other mortgage 441,072 11,824 4,949 457,845
Total real estate mortgage 1,418,709 28,243 15,407 1,462,359
Consumer 50,045 - 795 50,840
Total 2,952,992 72,304 28,693 3,053,989
Special
December 31, 2013 Pass Mention Substandard Doubtful Total
(In Thousands)
Commercial, financial and agricultural 1,238,109 34,883 5,657 1,278,649
Real estate - construction 139,239 3,392 9,237 151,868
Real estate - mortgage:
Owner-occupied commercial 696,687 11,545 2,140 710,372
1-4 family mortgage 265,019 1,253 12,349 278,621
Other mortgage 379,419 8,179 3,798 391,396
Total real estate mortgage 1,341,125 20,977 18,287 1,380,389
Consumer 47,243 3 716 47,962
Total 2,765,716 59,255 33,897 2,858,868
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Loans by performance status as of June 30, 2014 and December 31, 2013 were as follows:

June 30, 2014 Performing Nonperforming Total
(In Thousands)
Commercial, financial and agricultural 1,361,701 $ 1,056 1,362,757
Real estate - construction 170,432 7,601 178,033
Real estate - mortgage:
Owner-occupied commercial 706,711 1,583 708,294
1-4 family mortgage 295,021 1,199 296,220
Other mortgage 456,886 959 457,845
Total real estate mortgage 1,458,618 3,741 1,462,359
Consumer 50,045 795 50,840
Total 3,040,796 $ 13,193 3,053,989
December 31, 2013 Performing Nonperforming Total
(In Thousands)
Commercial, financial and agricultural 1,276,935 $ 1,714 1,278,649
Real estate - construction 148,118 3,750 151,868
Real estate - mortgage:
Owner-occupied commercial 708,937 1,435 710,372
1-4 family mortgage 276,725 1,896 278,621
Other mortgage 391,153 243 391,396
Total real estate mortgage 1,376,815 3,574 1,380,389
Consumer 47,264 698 47,962
Total 2,849,132 § 9,736 2,858,868
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Loans by past due status as of June 30, 2014 and December 31, 2013 were as follows:

June 30, 2014 Past Due Status (Accruing Loans)
Total Past
30-59 Days 60-89 Days 90+ Days Due Non-Accrual Current Total Loans
(In Thousands)

Commercial, financial and agricultural $ 1,018 $ -3 -3 1,018 $ 1,056 $ 1,360,683 $ 1,362,757
Real estate - construction 673 - - 673 7,601 169,759 178,033
Real estate - mortgage:

Owner-occupied commercial 293 - - 293 1,583 706,418 708,294

1-4 family mortgage 530 - - 530 1,199 294,491 296,220

Other mortgage - - - - 959 456,886 457,845

Total real estate - mortgage 823 - - 823 3,741 1,457,795 1,462,359
Consumer 7 - - 7 795 50,038 50,840
Total $ 2,521 $ -3 -3 2,521 $ 13,193 § 3,038,275 § 3,053,989
December 31, 2013 Past Due Status (Accruing Loans)

Total Past
30-59 Days 60-89 Days 90+ Days Due Non-Accrual Current Total Loans
(In Thousands)

Commercial, financial and agricultural $ 73 $ - 8 - 8 73 3 1,714  §$ 1,276,862  $ 1,278,649
Real estate - construction - - - - 3,750 148,118 151,868
Real estate - mortgage:

Owner-occupied commercial - - - - 1,435 708,937 710,372

1-4 family mortgage 177 - 19 196 1,877 276,548 278,621

Other mortgage - - - - 243 391,153 391,396

Total real estate - mortgage 177 - 19 196 3,555 1,376,638 1,380,389
Consumer 89 97 96 282 602 47,078 47,962
Total $ 339§ 97 § 115  § 551 $ 9,621 $ 2,848,696 $ 2,858,868

The allowance for loan losses is maintained at a level which, in management’s judgment, is adequate to absorb credit losses inherent in the loan portfolio. The amount of the
allowance is based on management’s evaluation of the collectability of the loan portfolio, including the nature of the portfolio, credit concentrations, trends in historical loss
experience, specific impaired loans, economic conditions and other risks inherent in the portfolio. Allowances for impaired loans are generally determined based on collateral
values or the present value of the estimated cash flows. The allowance is increased by a provision for loan losses, which is charged to expense, and reduced by charge-offs, net of
recoveries. In addition, various regulatory agencies, as an integral part of their examination process, periodically review the allowance for losses on loans. Such agencies may
require the Company to recognize adjustments to the allowance based on their judgments about information available to them at the time of their examination.

The methodology utilized for the calculation of the allowance for loan losses is divided into four distinct categories. Those categories include allowances for non-impaired loans
(ASC 450), impaired loans (ASC 310), external qualitative factors, and internal qualitative factors. A description of each category of the allowance for loan loss methodology is
listed below.

Non-Impaired Loans. Non-impaired loans are grouped into homogeneous loan pools by loan type and are the following: commercial and industrial, construction and
development, commercial real estate, second lien home equity lines of credit, and all other loans. Each loan pool is stratified by internal risk rating and multiplied by a loss
allocation percentage derived from the loan pool historical loss rate. The historical loss rate is based on an age weighted 5 year history of net charge-offs experienced by pool,
with the most recent net charge-off experience given a greater weighting. This results in the expected loss rate per year, adjusted by a qualitative adjustment factor and a years-
to-impairment factor, for each pool of loans to derive the total amount of allowance for non-impaired loans.
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Impaired Loans. Loans are considered impaired when based on current information and events it is probable that the Bank will be unable to collect all amounts due according to
the original terms of the loan agreement. The collection of all amounts due according to contractual terms means that both the contractual interest and principal payments of a
loan will be collected as scheduled in the loan agreement. Impaired loans are measured based on the present value of expected future cash flows discounted at the loan’s
effective interest rate, at the loan’s observable market price or the fair value of the underlying collateral. The fair value of collateral, reduced by costs to sell on a discounted
basis, is used if a loan is collateral-dependent. Fair value estimates for specifically impaired collateral-dependent loans are derived from appraised values based on the current
market value or as is value of the property, normally from recently received and reviewed appraisals. Appraisals are obtained from certified and licensed appraisers and are
based on certain assumptions, which may include construction or development status and the highest and best use of the property. These appraisals are reviewed by our credit
administration department, and values are adjusted downward to reflect anticipated disposition costs. Once this estimated net realizable value has been determined, the value
used in the impairment assessment is updated for each impaired loan. As subsequent events dictate and estimated net realizable values decline, required reserves may be
established or further adjustments recorded.

External Qualitative Factors . The determination of the portion of the allowance for loan losses relating to external qualitative factors is based on consideration of the following
factors: gross domestic product growth rate, changes in prime rate, delinquency trends, peer delinquency trends, year over year loan growth and state unemployment rate trends.
Data for the three most recent periods is utilized in the calculation for each external qualitative component. The factors have a consistent weighted methodology to calculate the
amount of allowance due to external qualitative factors.

Internal Qualitative Factors . The determination of the portion of the allowance for loan losses relating to internal qualitative factors is based on the consideration of criteria
which includes the following: number of extensions and deferrals, single pay and interest only loans, current financial information, credit concentrations and risk grade
accuracy. A self-assessment for each of the criteria is made with a consistent weighted methodology used to calculate the amount of allowance required for internal qualitative
factors.

The following table presents an analysis of the allowance for loan losses by portfolio segment as of June 30, 2014 and December 31, 2013. The total allowance for loan losses
is disaggregated into those amounts associated with loans individually evaluated and those associated with loans collectively evaluated.
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Allowance for loan losses:
Balance at March 31, 2014
Chargeoffs
Recoveries
Provision
Balance at June 30, 2014

Allowance for loan losses:
Balance at March 31, 2013
Chargeoffs
Recoveries
Provision
Balance at June 30, 2013

Allowance for loan losses:
Balance at December 31, 2013
Chargeoffs
Recoveries
Provision
Balance at June 30, 2014

Allowance for loan losses:
Balance at December 31, 2012
Chargeoffs
Recoveries
Provision
Balance at June 30, 2013

Allowance for loan losses:
Individually Evaluated for Impairment
Collectively Evaluated for Impairment

Loans:

Ending Balance

Individually Evaluated for Impairment
Collectively Evaluated for Impairment

Allowance for loan losses:
Individually Evaluated for Impairment
Collectively Evaluated for Impairment

Loans:

Ending Balance

Individually Evaluated for Impairment
Collectively Evaluated for Impairment

Commercial,

financial and Real estate - Real estate - Qualitative
agricultural construction mortgage Consumer Factors Total
(In Thousands)
Three Mont