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INVESTAR

LETTER TO SHAREHOLDERS

It is with great pleasure that we provide our shareholders with our first annual report as a public company.
We appreciate the trust afforded to us by our investors, many of them new to Investar Holding
Corporation, the holding company for Investar Bank. We are committed to working diligently to provide
the results which you desired in making such an investment.

Two thousand fourteen served as a milestone year for Investar Holding Corporation with the completion
of our IPO. Furthermore, total assets grew 38% to $879 million. Our loan portfolio increased 24% to
$623 million. Net income available to common shareholders was $5.4 million, an increase of 70% over
that of 2013. Diluted earnings per share was $0.93, an increase of 15% from 2013, despite the issuance of
3,285,300 new shares in the company’s initial public offering in July 2014. We remain committed to
growing organically while seeking out advantageous opportunities to grow through acquisition. We plan
to utilize the proceeds from our initial public offering to invest in growth opportunities both within and
outside of the current markets that we serve.

A special thank you is due to our loyal customers and dedicated employees for making our first year as a
public company a success. We believe our customers choose our company for their banking needs
because of our focus on relationships and creating value and opportunities for them. We remain
committed to this mission as we approach the year ahead.

Again, thank you for your investment and support in the continuing success of Investar Holding
Corporation.

Sincerely,

John J. D’ Angelo
President & Chief Executive Olfficer
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PART 1
Item 1. Business
General

Investar Holding Corporation (the “Company”), a Louisiana corporation incorporated in 2009, is a financial holding company
headquartered in Baton Rouge, Louisiana. In November 2013, the Company and Investar Bank (the “Bank™), a Louisiana-chartered
commercial bank, completed a share exchange with the Bank’s shareholders, resulting in the Bank becoming a wholly-owned
subsidiary of the Company. In July 2014, the Company completed the issuance and sale of 3,285,300 shares of its common stock in its
initial public offering, which amount includes 410,300 shares sold pursuant to the underwriters’ exercise of their option to purchase
additional shares from the Company, at a public offering price of $14.00 per share. The shares were offered pursuant to the
Company’s Registration Statement on Form S-1. After deducting underwriting commissions and offering expenses, the Company
received net proceeds of $41.7 million from the sale of such shares.

Through the Bank, we offer a wide range of commercial banking products tailored to meet the needs of individuals and small to
medium-sized businesses. We serve our primary markets of Baton Rouge, New Orleans, Lafayette and Hammond, Louisiana, and
their surrounding metropolitan areas from our main office located in Baton Rouge and from ten additional full-service branches
located throughout our market area. As of December 31, 2014, on a consolidated basis, we had total assets of $879.4 million, net
loans, excluding loans held for sale, of $618.2 million, total deposits of $628.1 million, and stockholders’ equity of $103.4 million.

We believe that our markets present a significant opportunity for growth and the expansion of our franchise, both organically and
through strategic acquisitions. Although the financial services industry is rapidly changing and intensely competitive, and likely to
remain so, we believe that Investar Bank competes effectively as a local community bank. We believe that the Bank possesses the
consistency of local leadership, the availability of local access and responsive customer service, coupled with competitively-priced
products and services, necessary to successfully compete with other financial institutions for individual and small to medium-sized
business customers.

The information set forth in this Annual Report on Form 10-K is as of March 31, 2015, unless otherwise indicated herein.

Operations

General. We offer a full range of commercial and retail lending products throughout our market areas, including business loans to
small to medium-sized businesses as well as loans to individuals. Our business lending products include owner-occupied commercial
real estate loans, construction loans and commercial and industrial loans, such as term loans, equipment financing and lines of credit,
while our loans to individuals include first and second mortgage loans, installment loans, auto loans and lines of credit. For business
customers, we target businesses with $10 million in annual revenue or less but do not focus on any particular industry. We also target
professional organizations such as law firms, accounting firms and medical practices.

Management considers all of our operations to be aggregated in one reportable operating segment, and accordingly no separate
segment disclosures are presented in this report. Please refer to our audited consolidated financial statements and the notes thereto in
Item 8, Financial Statements and Supplementary Data, for information with respect to our revenues from external customers, profit or
loss and total assets for the last three years. Neither we nor the Bank have any foreign operations.

Lending Activities. Income generated by our lending activities represents a substantial portion of our total revenue. For the years
ended December 31, 2014, 2013 and 2012, income from our lending activities comprised 84%, 80% and 79%, respectively, of our
total revenue.

Lending to Businesses. Our lending to small to medium-sized businesses falls into three general categories:

o Commercial real estate loans. Approximately 39% of our total loans at December 31, 2014 were commercial real estate loans,
which include multifamily, farmland and nonfarm, nonresidential real estate loans, with owner-occupied loans comprising
approximately 49% of the commercial real estate loan portfolio. Commercial real estate loan terms generally are ten years or
less, although payments may be structured on a longer amortization basis. Interest rates may be fixed or adjustable, although
rates typically will not be fixed for a period exceeding 120 months, and we generally charge an origination fee. We do not offer
non-recourse loans. Risks associated with commercial real estate loans include, among other things, fluctuations in the value of
real estate, new job creation trends, tenant vacancy rates and the quality of the borrower’s management. We attempt to limit risk
by analyzing a borrower’s cash flow and collateral value on an ongoing basis. Also, we typically require personal guarantees
from the principal owners of the property, supported by a review of their personal financial statements, as an additional means
of mitigating our risk.



o Construction and development loans. Construction and development loans, which consist of loans for the construction of
commercial projects, single family residential properties and multifamily properties, accounted for approximately 11% of our
total loans at December 31, 2014. Our construction and development loans are made on both a “pre-sold” basis and on a
“speculative” basis. Construction and development loans are generally made with a term of 6 to 12 months, with interest
accruing at either a fixed or floating rate and paid monthly. These loans are secured by the underlying project being built. For
construction loans, loan to value ratios range from 75% to 80% of the developed/completed value, while for development loans
our loan to value ratios typically will not exceed 70% to 75% of such value. Speculative loans are based on the borrower’s
financial strength and cash flow position, and we disburse funds in installments based on the percentage of completion and only
after the project has been inspected by an experienced construction lender or third-party inspector.

Construction lending entails significant additional risks compared to commercial real estate or residential real estate lending.
One such risk is that loan funds are advanced upon the security of the property under construction, which is of uncertain value
prior to the completion of construction. Thus, it is more difficult to evaluate accurately the total loan funds required to complete
a project and to calculate related loan-to-value ratios. We attempt to minimize the risks associated with construction lending by
limiting loan-to-value ratios as described above. In addition, as to speculative development loans, we generally make such loans
only to borrowers that have a positive pre-existing relationship with us.

o Commercial and industrial loans. Commercial and industrial loans primarily consist of working capital lines of credit and
equipment loans. We often make commercial loans to borrowers with whom we have previously made a commercial real estate
loan. The terms of these loans vary by purpose and by type of underlying collateral. We make equipment loans for a term of
five years or less at fixed or variable rates, with the loan fully amortized over the term and secured by the relevant piece of
equipment. Loans to support working capital typically have terms not exceeding one year, and such loans are secured by
accounts receivable or inventory. Fixed rate loans are priced based on collateral, term and amortization. The interest rate for
floating rate loans is typically tied to the prime rate published in The Wall Street Journal with a floor of 4.5%. Commercial loans
accounted for approximately 9% of our total loans at December 31, 2014.

Commercial lending generally involves different risks from those associated with commercial real estate lending or construction
lending. Although commercial loans may be collateralized by equipment or other business assets (including real estate, if
available as collateral), the repayment of these types of loans depends primarily on the creditworthiness and projected cash flow
of the borrower (and any guarantors). Thus, the general business conditions of the local economy and the borrower’s ability to
sell its products and services, thereby generating sufficient operating revenue to repay us under the agreed upon terms and
conditions, are the chief considerations when assessing the risk of a commercial loan. The liquidation of collateral is considered
a secondary source of repayment because equipment and other business assets may, among other things, be obsolete or of
limited resale value. We actively monitor certain financial measures of the borrower, including advance rate, cash flow,
collateral value and other appropriate credit factors. We use commercial loan credit scoring models for smaller level commercial
loans.

Lending to Individuals. We make the following types of loans to our individual customers:

e Consumer loans. Consumer loans represented 18% of our total loans at December 31, 2014. We make these loans (which are
normally fixed-rate loans) to individuals for a variety of personal, family and household purposes, including auto loans, secured
and unsecured installment and term loans, second mortgages, home equity loans and home equity lines of credit. Because many
consumer loans are secured by depreciable assets such as cars, boats and trailers, the loans are amortized over the useful life of
the asset. The amortization of second mortgages generally does not exceed 15 years and the rates generally are not fixed for
more than 60 months. As a general matter, in underwriting these loans, our loan officers review a borrower’s past credit history,
past income level, debt history and, when applicable, cash flow, and determine the impact of all these factors on the ability of
the borrower to make future payments as agreed. A comparison of the value of the collateral, if any, to the proposed loan
amount, is also a consideration in the underwriting process. Repayment of consumer loans depends upon the borrower’s
financial stability and is more likely to be adversely affected by divorce, job loss, illness and personal hardships than repayment
of other loans. A shortfall in the value of any collateral also may pose a risk of loss to us for these types of loans.

Auto loans comprised the largest component of our consumer loans and third largest component of our overall loan portfolio,
representing 92% of our total consumer loans and 17% of our total loans as of December 31, 2014. We are an indirect lender for
our auto loans, meaning that the loan is originated by an automobile dealership and then assigned to us. These dealerships are
selected based on our review of their operating history and the dealership’s reputation in the marketplace, which we believe
helps to mitigate the risks of fraud or negligence by the dealership. At all times, the decision whether or not to provide financing
resides with us. Our loan officers are expected to regularly contact and visit dealers, not only to maximize the volume of loans
each dealership assigns to us, but also to update the dealers about our financing capabilities and underwriting criteria for auto
loans.



We focus on making prime auto loans. In underwriting auto loans, the borrower’s FICO is the chief factor that we focus on.
Absent other factors positively impacting our analysis of a borrower’s creditworthiness or the credit risk of the proposed loan,
we generally do not make auto loans to borrowers with a FICO below 650. We believe that limiting our auto loans to only
borrowers with a high FICO limits our lending risk. Our approval process for indirect auto loans is automated. A dealer submits
a loan application to us over the internet and, after reviewing the application, we send our approval (or rejection) of the
application, together with the amount of funding and any conditions to funding, to the dealer electronically. All of our indirect
auto loans are made through dealerships located in Louisiana and Mississippi, although some of these borrowers resided in, or
have since moved to, other states.

o Residential real estate. One-to-four family residential real estate loans, including second mortgage loans, comprised
approximately 22% of our total loans at December 31, 2014. Second mortgage loans in this category include only loans we
make to cover the gap between the purchase price of a residence and the amount of the first mortgage; all other second mortgage
loans are considered consumer loans. Long-term fixed rate mortgages are underwritten for resale to the secondary market;
however, we generally hold jumbo mortgage loans (i.e., loan amounts above $417,000) in our portfolio and sell virtually all of
our remaining mortgage loans on the secondary market. Unless the borrower has private mortgage insurance, loan to value ratios
do not typically exceed 80%, although some of the mortgage loans that we retain in our portfolio may have higher loan to value
ratios. We use an independent appraiser to establish collateral values. We generate residential real estate mortgage loans
through Bank referrals and contacts with real estate agents in our markets. We do not originate subprime residential real estate
loans.

Deposits. We offer a broad base of deposit products and services to our individual and business clients, including savings, checking,
money market and NOW accounts, debit cards and mobile banking with smartphone deposit capability as well as a variety of
certificates of deposit and individual retirement accounts. For our business clients, we offer a competitive suite of cash management
products which include, but are not limited to, remote deposit capture, electronic statements, positive pay, ACH origination and wire
transfer, investment sweep accounts and enhanced business internet banking.

Other Banking Services. Investar Bank’s other banking services include cashiers’ checks, direct deposit of payroll and Social Security
checks, night depository, bank-by-mail, automated teller machines with deposit automation and debit cards. We have also associated
with nationwide networks of automated teller machines, enabling the Bank’s customers to use ATMs throughout Louisiana and other
regions. Currently, we reimburse our customers up to $12.50 per month for any foreign ATM fees they may incur. We offer credit
card and merchant card services through a correspondent bank, however, before the end of 2015, we expect to launch our own credit
card product rather than use a correspondent bank. The Bank does not offer trust services or insurance products.

Acquisition Activity

General. To complement our organic growth strategy, from time to time, we evaluate potential acquisition opportunities. We believe
there are many banking institutions that continue to face credit challenges, capital constraints and liquidity issues and that lack the
scale and management expertise to manage the increasing regulatory burden. Our management team has a long history of identifying
targets, assessing and pricing risk and executing acquisitions in a creative, yet disciplined, manner. We seek acquisitions that provide
meaningful financial benefits, long-term organic growth opportunities and expense reductions, without compromising our risk profile.
Additionally, we seek banking markets with favorable competitive dynamics and potential consolidation opportunities. All of our
acquisition activity is evaluated and overseen by a standing Merger and Acquisition Committee of our board of directors.

Acquisition of South Louisiana Business Bank. On October 1, 2011, the Bank completed its acquisition of South Louisiana
Business Bank (“SLBB”), a Louisiana-chartered commercial bank with one location in Prairieville, Louisiana. The Bank acquired all
of the outstanding common stock of the former SLBB shareholders for a total consideration of approximately $14.7 million in the
form of 1,069,065 shares of Bank common stock. Including the effect of purchase accounting adjustments, the Bank acquired assets
with a fair value of $50.9 million, including loans with a fair value of $31.5 million, and assumed $38.6 million in deposits. The fair
value of net assets acquired including identifiable intangible assets was approximately $12.0 million. Goodwill of approximately $2.7
million was recognized on the acquisition date.

Acquisition of First Community Bank. On May 1, 2013, the Bank completed its acquisition of First Community Bank (“FCB”), a
Louisiana-chartered commercial bank headquartered in Hammond, Louisiana with one branch in Mandeville, Louisiana. The Bank
acquired all of the outstanding common stock of the former FCB shareholders for a total consideration of approximately $4.5 million
in the form of 320,774 shares of Bank common stock. Including the effect of purchase accounting adjustments, the Bank acquired
assets with a fair value of $99.2 million, including loans with a fair value of $77.5 million, assumed $86.5 million in deposits and
recognized a $0.9 million bargain purchase gain.



Competition

We face competition in all major product and geographic areas in which we conduct our operations. Through the Bank, we compete
for available loans and deposits with state, regional and national banks, as well as savings and loan associations, credit unions, finance
companies, mortgage companies, insurance companies, brokerage firms and investment companies. All of these institutions compete
in the delivery of services and products through availability, quality and pricing, both with respect to interest rates on loans and
deposits and fees charged for banking services. Many of our competitors are larger and have substantially greater resources than we
do, including higher total assets and capitalization, greater access to capital markets and a broader offering of financial services. As
larger institutions, many of our competitors can offer more attractive pricing than we can offer and have more extensive branch
networks from which they can offer their financial services products.

While we continually strive to offer competitive pricing for our banking products, we believe that our community bank approach to
customers, focusing on quality customer service and maintaining strong customer relationships affords us the best opportunity to
successfully compete with other institutions. In addition, as a smaller institution, we think we can be flexible in developing and
implementing new products and services, especially in the online banking area. Further, in recent years there has been consolidation
activity involving banks with a presence in our markets. In our view, mergers and other business combinations within our markets
provide us with growth opportunities. Many acquisitions, especially when local institutions are acquired by institutions based outside
our markets, result not only in customer disruption but also in a loss of market knowledge and relationships that we believe provide us
the opportunity to acquire customers seeking a personalized approach to banking. Furthermore, acquisition activity typically creates
opportunities to hire talented personnel from the combining institutions.

The following table sets forth certain information about total deposits and our market share. The amount of total deposits in our
markets is as of June 30, 2014, which is the latest date for which such information is available.

Market (MSA) Total Deposits Investar Market Share
(in millions)
Baton ROUZE......cccueirieiiieiieccei $ 389 2.1%
New Orleans........cccoceveevveriieceeeeeneennenn, 79 0.2%
Hammond 53 3.2%
Lafayette ....ccoovvevvieiieieeieeeeceeceee e, 57 0.5%

Supervision and Regulation

General. Banking is highly regulated under federal and state law. We are a financial holding company registered under the Bank
Holding Company Act of 1956, as amended, and are subject to supervision, regulation and examination by the Federal Reserve.
Investar Bank is a commercial bank chartered under the laws of the State of Louisiana. The Bank is not a member of the Federal
Reserve system and is subject to supervision, regulation and examination by the Louisiana Office of Financial Institutions, or OFI, and
the Federal Deposit Insurance Corporation, or FDIC. This system of supervision and regulation establishes a comprehensive
framework for our operations and, consequently, can have a material impact on our growth and earnings performance.

The primary goals of the bank regulatory scheme are to maintain a safe and sound banking system and to facilitate the conduct of
sound monetary policy. This system is intended primarily for the protection of the FDIC’s deposit insurance funds, bank depositors
and the public, rather than our shareholders and creditors. The banking agencies have broad enforcement power over bank holding
companies and banks, including the authority, among other things, to enjoin “unsafe or unsound” practices, require affirmative action
to correct any violation or practice, issue administrative orders that can be judicially enforced, direct increases in capital, direct the
sale of subsidiaries or other assets, limit dividends and distributions, restrict growth, assess civil monetary penalties, remove officers
and directors, and, with respect to banks, terminate deposit insurance or place the bank into conservatorship or receivership. In
general, these enforcement actions may be initiated for violations of laws and regulations or unsafe or unsound practices.

The Dodd-Frank Act. The Dodd-Frank Act, enacted on July 21, 2010, aims to restore responsibility and accountability to the financial
system by significantly altering the regulation of financial institutions and the financial services industry. Full implementation of the
Dodd-Frank Act will require many new rules to be issued by federal regulatory agencies over the next several years, which will
profoundly affect how financial institutions will be regulated in the future. The ultimate effect of the Dodd-Frank Act and its
implementing regulations on the financial services industry in general, and on us in particular, is uncertain at this time.

The Dodd-Frank Act, among other things:

e established the Consumer Financial Protection Bureau, an independent organization within the Federal Reserve with centralized
responsibility for promulgating and enforcing federal consumer protection laws applicable to all entities offering consumer
financial products or services;



o established the Financial Stability Oversight Council, tasked with the authority to identify and monitor institutions and systems
that pose a systemic risk to the financial system;

e changed the assessment base for federal deposit insurance from the amount of insured deposits held by the depository institution
to the institution’s average total consolidated assets less tangible equity;

¢ increased the minimum reserve ratio for the Deposit Insurance Fund from 1.15% to 1.35%;
e permanently increased the deposit insurance coverage amount from $100,000 to $250,000;

e required the FDIC to make its capital requirements for insured depository institutions countercyclical, so that capital
requirements increase in times of economic expansion and decrease in times of economic contraction;

e required bank holding companies and banks to be “well capitalized” and “well managed” in order to acquire banks located
outside of their home state and requires any bank holding company electing to be treated as a financial holding company to be
“well capitalized” and “well managed”;

o directed the Federal Reserve to establish interchange fees for debit cards under a restrictive “reasonable and proportional cost”
per transaction standard;

e limited the ability of banking organizations to sponsor or invest in private equity and hedge funds and to engage in proprietary
trading;

e increased regulation of consumer protections regarding mortgage originations, including originator compensation, minimum
repayment standards and prepayment consideration;

e restricted the preemption of select state laws by federal banking law applicable to national banks and disallow subsidiaries and
affiliates of national banks from availing themselves of such preemption;

e authorized national and state banks to establish de novo branches in any state that would permit a bank chartered in that state to
open a branch at that location; and

e repealed the federal prohibition on the payment of interest on demand deposits, thereby permitting depository institutions to pay
interest on business transaction and other accounts.

Some of these provisions may have the consequence of increasing our expenses, decreasing our revenues, and changing the activities
in which we choose to engage. The environment in which banking organizations will operate after the financial crisis, including
legislative and regulatory changes affecting capital, liquidity, supervision, permissible activities, corporate governance and
compensation, changes in fiscal policy and steps to eliminate government support for banking organizations, may have long-term
effects on the business model and profitability of banking organizations that cannot now be foreseen. The specific impact on our
current activities or new financial activities we may consider in the future, our financial performance and the markets in which we
operate will depend on the manner in which the relevant agencies develop and implement the required rules and the reaction of market
participants to these regulatory developments. Many aspects of the Dodd-Frank Act are subject to further rulemaking and will take
effect over several years. While we cannot predict what effect any presently contemplated or future changes in the laws or regulations
or their interpretations would have on us, these changes could be materially adverse to our financial condition and results of
operations.

The Volcker Rule. On December 10, 2013, the Federal Reserve and the other federal banking regulators as well as the SEC each
adopted a final rule implementing Section 619 of the Dodd-Frank Act, commonly referred to as the “Volcker Rule.” Generally
speaking, the final rule prohibits a bank and its affiliates from engaging in proprietary trading and from sponsoring certain “covered
funds” or from acquiring or retaining any ownership interest in such covered funds. Most private equity, venture capital and hedge
funds are considered “covered funds” as are bank trust preferred collateralized debt obligations. The final rule requires banking
entities to divest disallowed securities by July 21, 2015, subject to extension upon application. The Volcker Rule does not impact any
of our current activities nor do we hold any securities that we would be required to sell under the rule, but it does limit the scope of
permissible activities in which we might engage in the future.



Regulatory Capital Requirements

Capital Adequacy. The Federal Reserve Board monitors the capital adequacy of the Company, on a consolidated basis, and the FDIC
and the OFI monitor the capital adequacy of the Bank. The regulatory agencies use a combination of risk-based guidelines and a
leverage ratio to evaluate capital adequacy and consider these capital levels when taking action on various types of applications and
when conducting supervisory activities related to safety and soundness. The risk-based capital standards are designed to make
regulatory capital requirements more sensitive to differences in risk profiles among financial institutions and their holding companies,
to account for off-balance sheet exposure, and to minimize disincentives for holding liquid assets. A financial institution’s assets and
off-balance sheet items, such as letters of credit and unfunded loan commitments, are assigned to broad risk categories, each with
appropriate risk weights. Regulatory capital, in turn, is classified in one of two tiers. “Tier 1” capital includes common equity, retained
earnings, qualifying non-cumulative perpetual preferred stock, and minority interests in equity accounts of consolidated subsidiaries,
less goodwill, most intangible assets and certain other assets. “Tier 2” capital includes, among other things, qualifying subordinated
debt and allowances for loan and lease losses, subject to limitations. The resulting capital ratios represent capital as a percentage of
total risk-weighted assets and off-balance sheet items.

FDIC and Federal Reserve regulations currently require banks and bank holding companies generally to maintain three minimum
capital standards: (1) a Tier 1 capital to adjusted total assets ratio, or “leverage capital ratio,” of at least 4% (3% for a bank that has the
highest regulatory exam rating and is not contemplating significant growth or expansion), (2) a Tier 1 capital to risk-weighted assets
ratio, or “Tier 1 risk-based capital ratio,” of at least 4% and (3) a total risk-based capital (Tier 1 plus Tier 2) to risk-weighted assets
ratio, or “total risk-based capital ratio,” of at least 8%. In addition, the prompt corrective action standards discussed below, in effect,
increase the minimum regulatory capital ratios for banking organizations. These capital requirements are minimum requirements.
Higher capital levels may be required if warranted by the particular circumstances or risk profiles of individual institutions, or if
required by the banking regulators due to the economic conditions impacting our markets. For example, FDIC regulations provide that
higher capital may be required to take adequate account of, among other things, interest rate risk and the risks posed by concentrations
of credit, nontraditional activities or securities trading activities. Failure to meet capital guidelines could subject us to a variety of
enforcement remedies, including issuance of a capital directive, a prohibition on accepting brokered deposits, other restrictions on our
business and the termination of deposit insurance by the FDIC.

Effective January 1, 2015, these minimum capital standards, as well as the prompt corrective action standards discussed below,
increased as a result of changes recently adopted by the federal banking agencies, which are described in greater detail below under
“Basel I1I".

Prompt Corrective Action Regulations. Under the prompt corrective action regulations, the FDIC is required and authorized to take
supervisory actions against undercapitalized financial institutions. For this purpose, a bank is placed in one of the following five
categories based on its capital: well capitalized, adequately capitalized, undercapitalized, significantly undercapitalized, and critically
undercapitalized. Under the prompt corrective action regulations, as currently in effect, to be well capitalized, a bank must have a
leverage capital ratio of at least 5%, a Tier 1 risk-based capital ratio of at least 6% and a total risk-based capital ratio of at least 10%
and must not be subject to any order or written agreement or directive by a federal banking agency to meet and maintain a specific
capital level for any capital measure. As discussed below under “Basel III,” the federal banking agencies have adopted changes to the
capital thresholds applicable to each of the five categories under the prompt corrective action regulations.

Federal banking regulators are required to take various mandatory supervisory actions and are authorized to take other discretionary
actions with respect to institutions in the three undercapitalized categories. The severity of the action depends upon the capital
category in which the institution is placed. Generally, subject to a narrow exception, banking regulators must appoint a receiver or
conservator for an institution that is critically undercapitalized. The federal banking agencies have specified by regulation the relevant
capital level for each category. An institution that is categorized as undercapitalized, significantly undercapitalized, or critically
undercapitalized is required to submit an acceptable capital restoration plan to its appropriate federal banking agency. An
undercapitalized institution also is generally prohibited from increasing its average total assets, making acquisitions, establishing any
branches or engaging in any new line of business, except under an accepted capital restoration plan or with FDIC approval. The
regulations also establish procedures for downgrading an institution to a lower capital category based on supervisory factors other than
capital.

Furthermore, a bank holding company must guarantee that a subsidiary depository institution meets its capital restoration plan, subject
to various limitations. The controlling holding company’s obligation to fund a capital restoration plan is limited to the lesser of 5% of
an undercapitalized subsidiary’s assets at the time it became undercapitalized or the amount required to meet regulatory capital
requirements.

The capital classification of a bank affects the frequency of regulatory examinations, the bank’s ability to engage in certain activities
and the deposit insurance premiums paid by the bank. As of December 31, 2014, Investar Bank met the requirements to be categorized
as well capitalized under the prompt corrective action framework as currently in effect.
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Basel I11. On July 2, 2013, the federal banking agencies adopted a final rule revising the regulatory capital framework applicable to all
top tier bank holding companies with consolidated assets of $500 million or more and all banks, regardless of size. The Basel II1
framework became effective on January 1, 2015, although the capital conservation buffer, which is discussed in greater detail below,
will be phased in over a three year period, beginning January 1, 2016.

Under the Basel III framework, we will be required to maintain the following minimum regulatory capital ratios:
¢ A new ratio of common equity Tier 1 capital to total risk-weighted assets of not less than 4.5%;

o A Tier 1 risk-based capital ratio of 6.0% (an increase from 4.0%);

A total risk-based capital ratio of 8.0%; and

A leverage ratio of 4.0%.

The Basel III framework also changes the regulatory capital requirements for purposes of the prompt corrective action regulations.
Accordingly, as of January 1, 2015, to be categorized as well capitalized, the Bank must have a minimum common equity Tier 1
capital ratio of at least 6.5%, a Tier 1 risk-based capital ratio of at least 8.0%, a total risk-based capital ratio of at least 10.0%, and a
leverage capital ratio of at least 5.0%.

Under the Basel III framework, Tier 1 capital is redefined to include two components: (1) common equity Tier 1 capital and (2)
additional Tier 1 capital. Common equity Tier 1 capital consists solely of common stock (plus related surplus), retained earnings,
accumulated other comprehensive income, and limited amounts of minority interests that are in the form of common stock. Additional
Tier 1 capital includes other perpetual instruments historically included in Tier 1 capital, such as non-cumulative perpetual preferred
stock. With limited exceptions, trust preferred securities and cumulative perpetual preferred stock will no longer qualify as Tier 1
capital. Tier 2 capital consists of instruments that currently qualify as Tier 2 capital plus instruments that the rule has disqualified from
Tier 1 capital treatment. In addition, the Basel III framework establishes certain deductions from and adjustments to the regulatory
capital ratios.

The Basel III framework also implements a requirement for all banking organizations to maintain a capital conservation buffer above
the minimum capital requirements to avoid certain restrictions on capital distributions and discretionary bonus payments to executive
officers. The capital conservation buffer must be composed of common equity Tier 1 capital. The capital conservation buffer
requirement will effectively require banking organizations to maintain regulatory capital ratios at least 50 basis points higher than well
capitalized levels to avoid the restrictions on capital distributions and discretionary bonus payments to executive officers.

The Basel III framework alters the method under which banking organizations must calculate risk-weighted assets in an effort to make
the calculation of risk-weighted assets more risk sensitive, to better account for risk mitigation techniques, and to create substitutes for
credit ratings (in accordance with the Dodd-Frank Act). The standardized approach, which will apply to us, includes additional
exposure categories as compared with current standards including a new high volatility commercial real estate category that is risk-
weighted at 150%. Although a number of asset classes will be risk-weighted differently, the Basel III framework does not change
standardized risk weightings for certain assets, including residential mortgages.

Although management is continuing to evaluate the impact the Basel III framework will have on the Company and the Bank, we were
in compliance with all applicable minimum regulatory capital requirements as of December 31, 2014, and management believes that at
December 31, 2014, the Company and the Bank would have met all new capital adequacy requirements under the new Basel III
framework on a fully phased-in basis if such requirements were then effective.

The Basel III framework also requires banks and bank holding companies to measure their liquidity against specific liquidity tests.
However, the final rules adopted by the federal banking agencies in September 2014 implementing the Basel I1I liquidity framework
apply only to banking organizations with $250 billion or more in consolidated assets or $10 billion or more in foreign exposures. As a
result, unless modified, the Basel III liquidity framework does not apply to us.



Acquisitions by Bank Holding Companies

Federal and state laws, including the Bank Holding Company Act and the Change in Bank Control Act, impose additional prior notice
or approval requirements and ongoing regulatory requirements on any investor that seeks to acquire direct or indirect “control” of an
FDIC-insured depository institution or bank holding company. We must obtain the prior approval of the Federal Reserve before
(1) acquiring more than 5% of the voting stock of any bank or other bank holding company, (2) acquiring all or substantially all of the
assets of any bank or bank holding company, or (3) merging or consolidating with any other bank holding company. The Federal
Reserve may determine not to approve any of these transactions if it would result in or tend to create a monopoly or substantially
lessen competition or otherwise function as a restraint of trade, unless the anti-competitive effects of the proposed transaction are
clearly outweighed by the public interest in meeting the convenience and needs of the community to be served. The Federal Reserve is
also required to consider the financial and managerial resources and future prospects of the bank holding companies and banks
concerned, the convenience and needs of the community to be served, and the record of a bank holding company and its subsidiary
bank(s) in combating money laundering activities. In addition, a failure to implement and maintain adequate compliance programs
could cause the Federal Reserve or other banking regulators not to approve an acquisition when regulatory approval is required or to
prohibit an acquisition even if approval is not required.

Scope of Permissible Bank Holding Company Activities

In general, the Bank Holding Company Act limits the activities permissible for bank holding companies to the business of banking,
managing or controlling banks and such other activities as the Federal Reserve has determined to be so closely related to banking as to
be properly incident thereto.

A bank holding company may elect to be treated as a financial holding company if it and its depository institution subsidiaries are
“well capitalized” and “well managed.” We have elected for the Company to be treated as a financial holding company. As a financial
holding company, we may engage in a range of activities that are (1) financial in nature or incidental to such financial activity or
(2) complementary to a financial activity and which do not pose a substantial risk to the safety and soundness of a depository
institution or to the financial system generally. These activities include securities dealing, underwriting and market making, insurance
underwriting and agency activities, merchant banking and insurance company portfolio investments. Expanded financial activities of
financial holding companies generally will be regulated according to the type of such financial activity: banking activities by banking
regulators; securities activities by securities regulators; and insurance activities by insurance regulators.

The Bank Holding Company Act does not place territorial limitations on permissible non-banking activities of bank holding
companies. The Federal Reserve has the power to order any bank holding company or its subsidiaries to terminate any activity or to
terminate its ownership or control of any subsidiary when the Federal Reserve has reasonable grounds to believe that continuation of
such activity or such ownership or control constitutes a serious risk to the financial soundness, safety or stability of any bank
subsidiary of the bank holding company.

Source of Strength Doctrine for Bank Holding Companies

Under longstanding Federal Reserve policy which has been codified by the Dodd-Frank Act, we are expected to act as a source of
financial strength to, and to commit resources to support, Investar Bank. This support may be required at times when we may not be
inclined to provide it. In addition, any capital loans that we make to Investar Bank are subordinate in right of payment to deposits and
to certain other indebtedness of the Bank. In the event of our bankruptcy, any commitment by us to a federal bank regulatory agency
to maintain the capital of the Bank will be assumed by the bankruptcy trustee and entitled to a priority of payment.

Dividends

As a bank holding company, we are subject to certain restrictions on dividends under applicable banking laws and regulations. The
Federal Reserve has issued a policy statement that provides that a bank holding company should not pay dividends unless: (1) its net
income over the last four quarters (net of dividends paid) has been sufficient to fully fund the dividends; (2) the prospective rate of
earnings retention appears to be consistent with the capital needs, asset quality and overall financial condition of the bank holding
company and its subsidiaries; and (3) the bank holding company will continue to meet minimum required capital adequacy ratios.
Accordingly, a bank holding company should not pay cash dividends that exceed its net income or that can only be funded in ways
that weaken the bank holding company’s financial health, such as by borrowing. The Dodd-Frank Act imposes, and Basel III effected,
additional restrictions on the ability of banking institutions to pay dividends. In addition, in the current financial and economic
environment, the Federal Reserve Board has indicated that bank holding companies should carefully review their dividend policy and
has discouraged payment ratios that are at maximum allowable levels unless both asset quality and capital are very strong.
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The Bank is also subject to certain restrictions on dividends under federal and state laws, regulations and policies. In general, under
Louisiana law, the Bank may pay dividends to us without the approval of the OFI only so long as the amount of the dividend does not
exceed the Bank’s net profits earned during the current year combined with its retained net profits of the immediately preceding year.
The Bank must obtain the approval of the OFI for any amount in excess of this threshold. In addition, under federal law, the Bank may
not pay any dividend to us if it is undercapitalized or the payment of the dividend would cause it to become undercapitalized. The
FDIC may further restrict the payment of dividends by requiring the Bank to maintain a higher level of capital than would otherwise
be required to be adequately capitalized for regulatory purposes. Moreover, if, in the opinion of the FDIC, the Bank is engaged in an
unsound practice (which could include the payment of dividends), the FDIC may require, generally after notice and hearing, the Bank
to cease such practice. The FDIC has indicated that paying dividends that deplete a depository institution’s capital base to an
inadequate level would be an unsafe banking practice. The FDIC has also issued policy statements providing that insured depository
institutions generally should pay dividends only out of current operating earnings.

Restrictions on Transactions with Affiliates and Loans to Insiders

Federal law strictly limits the ability of banks to engage in transactions with their affiliates, including their bank holding companies.
Sections 23A and 23B of the Federal Reserve Act, and Federal Reserve Regulation W, impose quantitative limits, qualitative
standards, and collateral requirements on certain transactions by a bank with, or for the benefit of, its affiliates, and generally require
those transactions to be on terms at least as favorable to the bank as transactions with non-affiliates. The Dodd-Frank Act significantly
expands the coverage and scope of the limitations on affiliate transactions within a banking organization, including an expansion of
what types of transactions are covered transactions to include credit exposures related to derivatives, repurchase agreements and
securities lending arrangements and an increase in the amount of time for which collateral requirements regarding covered
transactions must be satisfied.

Federal law also limits a bank’s authority to extend credit to its directors, executive officers and 10% shareholders, as well as to
entities controlled by such persons. Among other things, extensions of credit to insiders are required to be made on terms that are
substantially the same as, and follow credit underwriting procedures that are not less stringent than, those prevailing for comparable
transactions with unaffiliated persons. Also, the terms of such extensions of credit may not involve more than the normal risk of
repayment or present other unfavorable features and may not exceed certain limitations on the amount of credit extended to such
persons, individually and in the aggregate, which limits are based, in part, on the amount of the bank’s capital.

Incentive Compensation Guidance

The federal banking agencies have issued comprehensive guidance on incentive compensation policies. This guidance is designed to
ensure that a financial institution’s incentive compensation structure does not encourage imprudent risk taking, which may undermine
the safety and soundness of the institution. The guidance, which applies to all employees that have the ability to materially affect an
institution’s risk profile, either individually or as part of a group, is based upon three primary principles: (1) balanced risk taking
incentives; (2) compatibility with effective controls and risk management; and (3) strong corporate governance.

An institution’s supervisory ratings will incorporate any identified deficiencies in an institution’s compensation practices, and it may
be subject to an enforcement action if the incentive compensation arrangements pose a risk to the safety and soundness of the
institution. Further, a provision of the Basel III proposals described above would limit discretionary bonus payments to bank
executives if the institution’s regulatory capital ratios fail to exceed certain thresholds.

Deposit Insurance Assessments

FDIC insured banks are required to pay deposit insurance assessments to the FDIC. The amount of the assessment is based on the size
of the bank’s assessment base, which is equal to its average consolidated total assets less its average tangible equity, and its risk
classification under an FDIC risk-based assessment system. Institutions assigned to higher risk classifications (that is, institutions that
pose a higher risk of loss to the Deposit Insurance Fund) pay assessments at higher rates than institutions that pose a lower risk. An
institution’s risk classification is assigned based on its capital levels and the level of supervisory concern that the institution poses to
the regulators. In addition, the FDIC can impose special assessments in certain instances. As noted above, the Dodd-Frank Act
changed the way that deposit insurance premiums are calculated. Continued action by the FDIC to replenish the Deposit Insurance
Fund, as well as the changes contained in the Dodd-Frank Act, may result in higher assessment rates, which could reduce our
profitability or otherwise negatively impact our operations.
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Branching and Interstate Banking

Under Louisiana law, Investar Bank is permitted to establish additional branch offices within Louisiana, subject to the approval of the
OFI. As a result of the Dodd-Frank Act, the Bank may also establish additional branch offices outside of Louisiana, subject to prior
regulatory approval, so long as the laws of the state where the branch is to be located would permit a state bank chartered in that state
to establish a branch. We currently do not have any branches outside the state of Louisiana. The Bank may also establish offices in
other states by merging with banks or by purchasing branches of other banks in other states, subject to certain restrictions.

Community Reinvestment Act

Investar Bank is required under the Community Reinvestment Act, or CRA, and related FDIC regulations to help meet the credit
needs of its communities, including low and moderate-income borrowers. In connection with its examination of the Bank, the FDIC
assesses our record of compliance with the CRA. The Bank’s failure to comply with the provisions of the CRA could, at a minimum,
result in denial of certain corporate applications, such as branches or mergers, or in restrictions on its or the Company’s activities. The
Bank received a “satisfactory” CRA rating on its most recent CRA examination. The CRA requires all FDIC insured institutions to
publicly disclose their rating.

Concentrated Commercial Real Estate Lending Regulations

The federal banking regulatory agencies have promulgated guidance governing financial institutions with concentrations in
commercial real estate lending. The guidance provides that a bank has a concentration in commercial real estate lending if (i) total
reported loans for construction, land development, and other land represent 100% or more of total capital or (ii) total reported loans
secured by multifamily and nonfarm residential properties and loans for construction, land development, and other land represent
300% or more of total capital and the bank’s commercial real estate loan portfolio has increased 50% or more during the prior
36 months. Owner occupied loans are excluded from this second category. If a concentration is present, management must employ
heightened risk management practices that address, among other things, board and management oversight and strategic planning,
portfolio management, development of underwriting standards, risk assessment and monitoring through market analysis and stress
testing, and maintenance of increased capital levels as needed to support the level of commercial real estate lending. At December 31,
2014, the Company did not have a concentration in commercial real estate as defined by the regulatory guidance.

Financial Privacy Requirements

Federal law and regulations limit a financial institution’s ability to share consumer financial information with unaffiliated third parties.
Specifically, these provisions require all financial institutions offering financial products or services to retail customers to provide
such customers with the financial institution’s privacy policy and provide such customers the opportunity to “opt out” of the sharing of
personal financial information with unaffiliated third parties. The sharing of information for marketing purposes is also subject to
limitations. The Bank currently has a privacy protection policy in place.

Consumer Laws and Regulations

The Bank is subject to numerous laws and regulations intended to protect consumers in transactions with the Bank, including, among
others, laws regarding unfair, deceptive and abusive acts and practices, usury laws, and other federal consumer protection statutes.
These federal laws include the ECOA, the Electronic Fund Transfer Act, the Fair Credit Reporting Act, the Fair Debt Collection
Practices Act, the Real Estate Procedures Act of 1974, the S.A.F.E. Mortgage Licensing Act of 2008, the Truth in Lending Act and the
Truth in Savings Act, among others. Many states and local jurisdictions have consumer protection laws analogous, and in addition, to
those enacted under federal law. These laws and regulations mandate certain disclosure requirements and regulate the manner in
which financial institutions must deal with customers when taking deposits, making loans and conducting other types of transactions.
Failure to comply with these laws and regulations could give rise to regulatory sanctions, customer rescission rights, action by state
and local attorneys general and civil or criminal liability.

In addition, the Dodd-Frank Act created the Consumer Financial Protection Bureau that has broad authority to regulate and supervise
retail financial services activities of banks and various non-bank providers. The Bureau has authority to promulgate regulations, issue
orders, guidance and policy statements, conduct examinations and bring enforcement actions with regard to consumer financial
products and services. In general, however, banks with assets of $10 billion or less, such as Investar Bank, will continue to be
examined for consumer compliance by their primary federal bank regulator.
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Mortgage Lending Rules

The Dodd-Frank Act authorized the Consumer Financial Protection Bureau to establish certain minimum standards for the origination
of residential mortgages, including a determination of the borrower’s ability to repay. Under the Dodd-Frank Act, financial institutions
may not make a residential mortgage loan unless they make a “reasonable and good faith determination” that the consumer has a
“reasonable ability” to repay the loan. The Dodd-Frank Act allows borrowers to raise certain defenses to foreclosure but provides a
full or partial safe harbor from such defenses for loans that are “qualified mortgages.” On January 10, 2013, the Bureau published final
rules to, among other things, specify the types of income and assets that may be considered in the ability-to-repay determination, the
permissible sources for verification, and the required methods of calculating the loan’s monthly payments. Since then, the Bureau has
made certain modifications to these rules. The rules extend the requirement that creditors verify and document a borrower’s income
and assets to include all information that creditors rely on in determining repayment ability. The rules also provide further examples of
third-party documents that may be relied on for such verification, such as government records and check cashing or funds transfer
service receipts. The new rules became effective on January 10, 2014. The rules also define “qualified mortgages,” imposing both
underwriting standards, for example, a borrower’s debt-to-income ratio may not exceed 43%, and limits on the terms of their loans.
Points and fees are subject to a relatively stringent cap, and the terms include a wide array of payments that may be made in the course
of closing a loan. Certain loans, including interest-only loans and negative amortization loans, cannot be qualified mortgages.

Anti-Money Laundering and OFAC

Under federal law, financial institutions must maintain anti-money laundering programs that include: established internal policies,
procedures and controls; a designated compliance officer; an ongoing employee training program; and testing of the program by an
independent audit function. Financial institutions are also prohibited from entering into specified financial transactions and account
relationships and must meet enhanced standards for due diligence and customer identification in their dealings with foreign financial
institutions and foreign customers. Financial institutions must take reasonable steps to conduct enhanced scrutiny of account
relationships to guard against money laundering and to report any suspicious transactions, and law enforcement authorities have been
granted increased access to financial information maintained by financial institutions.

The Office of Foreign Assets Control, or OFAC, is responsible for helping to insure that U.S. entities do not engage in transactions
with certain prohibited parties, as defined by various Executive Orders and Acts of Congress. OFAC publishes lists of persons and
organizations suspected of aiding, harboring or engaging in terrorist acts, known as Specially Designated Nationals and Blocked
Persons. Generally, if the Bank identifies a transaction, account or wire transfer relating to a person or entity on an OFAC list, it must
freeze the account or block the transaction, file a suspicious activity report and notify the appropriate authorities.

Bank regulators routinely examine institutions for compliance with these obligations and they must consider an institution’s
compliance in connection with the regulatory review of applications, including applications for banking mergers and acquisitions.
Failure of a financial institution to maintain and implement adequate programs to combat money laundering and terrorist financing
and comply with OFAC sanctions, or to comply with relevant laws and regulations, could have serious legal, reputational and
financial consequences for the institution.

Safety and Soundness Standards

Federal bank regulatory agencies have adopted guidelines that establish general standards relating to internal controls and information
systems, internal audit systems, loan documentation, credit underwriting, interest rate exposure, asset growth and compensation, fees
and benefits. Additionally, the agencies have adopted regulations that provide the authority to order an institution that has been given
notice by an agency that it is not satisfying any of these safety and soundness standards to submit a compliance plan. If, after being so
notified, an institution fails to submit an acceptable compliance plan or fails in any material respect to implement an acceptable
compliance plan, the agency must issue an order directing action to correct the deficiency and may issue an order directing other
actions of the types to which an undercapitalized institution is subject under the “prompt corrective action” provisions of the Federal
Deposit Insurance Act. If an institution fails to comply with such an order, the agency may seek to enforce such order in judicial
proceedings and to impose civil money penalties.

Bank holding companies are also not permitted to engage in unsound banking practices. For example, the Federal Reserve’s
Regulation Y requires a holding company to give the Federal Reserve prior notice of any redemption or repurchase of its own equity
securities, if the consideration to be paid, together with the consideration paid for any repurchases in the preceding year, is equal to
10% or more of the company’s consolidated net worth. The Federal Reserve may oppose the transaction if it believes that the
transaction would constitute an unsafe or unsound practice or would violate any law or regulation. As another example, a holding
company could not impair its subsidiary bank’s soundness by causing it to make funds available to non-banking subsidiaries or their
customers if the Federal Reserve believed it not prudent to do so. The Federal Reserve has broad authority to prohibit activities of
bank holding companies and their nonbanking subsidiaries that represent unsafe and unsound banking practices or that constitute
violations of laws or regulations.
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Effect of Governmental Monetary Policies

The commercial banking business is affected not only by general economic conditions but also by U.S. fiscal policy and the monetary
policies of the Federal Reserve. Some of the instruments of monetary policy available to the Federal Reserve include changes in the
discount rate on member bank borrowings, the fluctuating availability of borrowings at the “discount window,” open market
operations, the imposition of and changes in reserve requirements against member banks’ deposits and assets of foreign branches, and
the imposition of and changes in reserve requirements against certain borrowings by banks and their affiliates. These policies
influence to a significant extent the overall growth of bank loans, investments, and deposits and the interest rates charged on loans or
paid on deposits. We cannot predict the nature of future fiscal and monetary policies and the effect of these policies on our future
business and earnings.

Future Legislation and Regulatory Reform

As a result of the recent economic downturn and its effect on financial institutions, regulators have increased their focus on the
regulation of financial institutions. New laws, regulations and policies are regularly proposed that contain wide-ranging proposals for
altering the structures, regulations and competitive relationships of financial institutions operating in the United States. In addition,
existing laws, regulations and policies are continually subject to modification or changes in interpretation. We cannot predict whether
or in what form any law, regulation or policy will be adopted or modified or the extent to which our operations and activities, financial
condition, results of operations, growth plans or future prospects may be affected by its adoption or modification.

The cumulative effect of these laws and regulations add significantly to the cost of our operations and thus have a negative impact on
profitability. There has also been a tremendous expansion in recent years of financial service providers that are not subject to the same
level of regulation, examination and oversight as we are. Those providers, because they are not so highly regulated, may have a
competitive advantage over us and may continue to draw large amounts of funds away from traditional banking institutions, with a
continuing adverse effect on the banking industry in general.

Employees

As of December 31, 2014, we had 179 full-time equivalent employees. None of our employees are represented by any collective
bargaining unit or are parties to a collective bargaining agreement. We believe that our relations with our employees are good.

Dependence upon a Single Customer

No material portion of our loans has been made to, nor have our deposits been obtained from, a single or small group of customers; the
loss of any single customer or small group of customers would not have a materially adverse effect on our business. A discussion of
concentrations of credit in our loan portfolio is set forth under the heading Loan Concentrations in “Discussion and Analysis of
Financial Condition—Loans” in Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Available Information

Our filings with the Securities and Exchange Commission (the “SEC”), including annual reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K and all amendments thereto, are available on our website as soon as reasonably practicable
after the reports are filed with or furnished to the SEC. Copies can be obtained free of charge in the “Investor Relations™ section of our
website at www.investarbank.com. Our SEC filings are also available through the SEC’s website www.sec.gov. Copies of these
filings are also available by writing to us 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 the other information contained in this Annual Report on Form 10-K, including
management’s discussion and analysis of financial condition and results of operations and our financial statements and the notes
thereto, investors should consider the following risks when evaluating whether to invest in our common stock. If any of the following
risks occur, whether alone or in combination, our business, financial condition, results of operations, cash flows and growth prospects
could be materially and adversely affected. Additional risks that we do not presently know of or currently deem immaterial may also
adversely affect our business, financial condition or results of operations.

Risks Related to our Business

As a business operating in the financial services industry, our business and operations may be adversely affected by current
economic conditions.

General business and economic conditions in the United States and abroad can materially affect our business and operations. A weak
U.S. economy is likely to cause uncertainty about the federal fiscal policymaking process, the medium and long-term fiscal outlook of
the federal government and future tax rates. In addition, economic conditions in foreign countries, including uncertainty over the
stability of the euro currency, could affect the stability of global financial markets, which could hinder U.S. economic growth.

Weak economic conditions are characterized by deflation, fluctuations in debt and equity capital markets, a lack of liquidity and/or
depressed prices in the secondary market for mortgage loans, increased delinquencies on mortgage, consumer and commercial loans,
residential and commercial real estate price declines and lower home sales and commercial activity. The current economic
environment in the United States is also characterized by interest rates at historically low levels, which impacts our ability to attract
deposits and to generate attractive earnings through our investment portfolio. All of these factors are detrimental to our business, and
the interplay between these factors can be complex and unpredictable. Our business is also significantly affected by monetary and
related policies of the U.S. federal government and its agencies. Changes in any of these policies are influenced by macroeconomic
conditions and other factors that are beyond our control. Adverse economic conditions and government policy responses to such
conditions could have a material adverse effect on our business, financial condition, results of operations and growth prospects.

Our business strategy includes the continuation of growth plans, and our financial condition and results of operations could be
negatively affected if we fail to grow or fail to manage our growth effectively.

We have grown our business largely through the acquisition of other financial institutions and through de novo branching. Since
June 14, 2006, we have opened eight de novo branches and acquired South Louisiana Business Bank (“SLBB”) and First Community
Bank (“FCB”) by merger. We intend to continue pursuing a growth strategy for our business through de novo branching and to
evaluate attractive acquisition opportunities that are presented to us. Our growth prospects must be considered in light of the risks,
expenses and difficulties frequently encountered by companies when expanding their franchise, including the following:

e Management of Growth. We may be unable to successfully maintain loan quality in the context of significant loan growth or
maintain adequate management personnel and systems to oversee such growth, including internal audit, loan review and
compliance personnel. Our growth may require that we implement additional policies, procedures and operating systems, and
we may encounter difficulties in doing so at all or in a timely manner.

e Operating Results. There is no assurance that existing offices or future offices will maintain or achieve deposit levels, loan
balances or other operating results necessary to avoid losses or produce profits. Our growth and de novo branching strategy
necessarily entails growth in overhead expenses as we routinely add new offices and staff. Our historical results may not be
indicative of future results or results that may be achieved as we continue to increase the number and concentration of our
branch offices. Should any new location be unprofitable or marginally profitable, or should any existing location experience a
decline in profitability or incur losses, the adverse effect on our results of operations and financial condition could be more
significant than would be the case for a larger company.

e De Novo Branching. There are considerable costs involved in opening branches, and new branches generally do not generate
sufficient revenues to offset their costs until they have been in operation for at least a year or more. Accordingly, our de novo
branches can be expected to negatively impact our earnings for some period of time until the branches reach certain economies
of scale. Our expenses could be further increased if we encounter delays in opening any of our de novo branches. We may be
unable to accomplish future branch expansion plans due to a lack of available satisfactory sites, difficulties in acquiring such
sites, increased expenses or loss of potential sites due to complexities associated with zoning and permitting processes, higher
than anticipated merger and acquisition costs or other factors. Finally, we have no assurance our de novo branches or branches
that we may acquire will be successful even after they have been established or acquired, as the case may be.
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o Expansion into New Markets. As we grow into new markets in Louisiana and in other states, we are likely to encounter
customer demographics and financial services offerings unlike those found in our current markets. In these markets we are
likely to face competition from a wide array of financial institutions, including much larger, better-established financial
institutions.

Failure to successfully address these issues could have a material adverse effect on our financial condition and results of operations,
and could adversely affect our ability to successfully implement our business strategy. Also, if our growth occurs more slowly than
anticipated or declines, our operating results could be materially adversely affected.

Our success depends significantly on our management team, and the loss of our senior executive officers or other key employees
and our inability to recruit or retain suitable replacements could adversely affect our business, results of operations and growth
prospects.

Our success depends significantly on the continued service and skills of our existing executive management team, particularly John J.
D’Angelo, our President and Chief Executive Officer, Christopher L. Hufft, our Chief Accounting Officer, Travis M. Lavergne, our
Chief Credit Officer, Ryan P. Finnan, our Chief Operations Officer, Rachel P. Cherco, our Chief Financial Officer and Randolf F.
Kassmeier, our General Counsel. The implementation of our business and growth strategies also depends significantly on our ability to
retain employees with experience and business relationships within their respective market areas, as well as on our ability to attract,
motivate and retain highly qualified senior and middle management. We do not have employment agreements with any of our
executive officers, and our officers may terminate their employment with us at any time. Competition for employees is intense, and we
could have difficulty replacing such officers with personnel with the combination of skills and attributes required to execute our
business and growth strategies and who have ties to the communities within our market areas. The loss of any of our key personnel
could therefore have a material adverse effect on our business, financial condition, results of operations and growth prospects.

Our business is concentrated in southern Louisiana, and a regional or local economic downturn affecting southern Louisiana may
magnify the adverse effects and consequences to us.

We conduct our operations almost exclusively in southern Louisiana, and more specifically, in the Baton Rouge, New Orleans,
Lafayette and Hammond metropolitan areas. At December 31, 2014, approximately 98% of the secured loans in our total loan
portfolio, including loans held for sale, are secured by properties and other collateral located in Louisiana, while approximately 73%
of the loans in our loan portfolio (measured by dollar amount) were made to borrowers who live or work in either the Baton Rouge or
New Orleans metropolitan area. This geographic concentration imposes a greater risk to us than to our competitors in the area who
maintain significant operations outside of southern Louisiana. Accordingly, any regional or local economic downturn, or natural or
man-made disaster, that affects southern Louisiana or existing or prospective property or borrowers in such area may affect us and our
profitability more significantly and more adversely than our more geographically diversified competitors.

More particularly, much of our business development and marketing strategy is directed toward fulfilling the banking and financial
services needs of small to medium-sized businesses. Such businesses generally have fewer financial resources in terms of capital or
borrowing capacity than larger entities. If general economic conditions negatively impact our markets or the Louisiana market
generally and these businesses are adversely affected, our financial condition and results of operations may be negatively affected.

Adverse economic factors affecting particular industries could have a negative effect on our customers and their ability to make
payments to us.

In addition to the geographic concentration of our markets, certain industry-specific economic factors also affect us. For example, a
downturn in segments of the commercial and residential real estate industries in our markets due to adverse economic factors affecting
particular industries could have an adverse effect on our customers. In addition, the energy sector, which is historically cyclical, has
recently experienced a significant drop in crude oil prices. A severe and prolonged decline in commodity prices would adversely affect
that industry and, consequently, may adversely affect our business. At December 31, 2014, we identified less than one percent of our
total loan portfolio with a relationship to the energy sector.
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We have a significant number of loans secured by real estate, and a downturn in the real estate market could result in losses and
negatively impact our profitability.

At December 31, 2014, approximately 63% of our total loan portfolio had real estate as a primary or secondary component of the
collateral securing the loan. The real estate provides an alternate source of repayment in the event of a default by the borrower and
may deteriorate in value during the time the credit is extended. Real estate values in southern Louisiana declined in the aftermath of
Hurricane Katrina in August 2005. These values started to improve in 2006 and 2007. However, in connection with the national
recession, real estate values nationally declined severely in 2008 and 2009, including in our markets. Recently, real estate values both
nationally and in our markets have shown improvement. Future declines in real estate values in our southern Louisiana markets could
significantly impair the value of the particular collateral securing our loans and our ability to sell the collateral upon foreclosure for an
amount necessary to satisfy the borrower’s obligations to us. Furthermore, in a declining real estate market, we often will need to
further increase our allowance for loan losses to address the deterioration in the value of the real estate securing our loans. Any of the
foregoing could have a material adverse effect on our business, financial condition, results of operations, cash flows and growth
prospects.

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

Our loan portfolio includes nonowner occupied commercial real estate loans for individuals and businesses for various purposes,
which are secured by commercial properties, as well as real estate construction and development loans. As of December 31, 2014, our
nonowner occupied commercial real estate loans totaled $105.4 million, or 17% of our total loan portfolio.

Commercial real estate loans typically depend on cash flows from the property to service the debt. Cash flows, either in the form of
rental income or the proceeds from sales of commercial real estate, may be affected significantly by general economic conditions.
These loans expose a lender to greater credit risk than loans secured by residential real estate because the collateral securing these
loans typically cannot be liquidated as easily as residential real estate. If we foreclose on these loans, our holding period for the
collateral typically is longer than for a 1-4 family residential property because there are fewer potential purchasers of the collateral.
Additionally, nonowner occupied commercial real estate loans generally involve relatively large balances to single borrowers or
related groups of borrowers. Accordingly, charge-offs on nonowner occupied commercial real estate loans may be larger on a per loan
basis than those incurred with our residential or consumer loan portfolios. Unexpected deterioration in the credit quality of our
commercial real estate loan portfolio would require us to increase our provision for loan losses, which would reduce our profitability
and could materially adversely affect our business, financial condition, results of operations, cash flows and growth prospects.

We are exposed to consumer credit risk.

We originate a significant number of consumer installment loans, particularly with respect to automobile finance. We are subject to
credit risk resulting from defaults in payment or performance by customers for our loans, as well as loans that we sell to third parties
but retain servicing rights. A weak economic environment and high unemployment rates could exert pressure on our auto loan
customers resulting in higher delinquencies, repossessions and losses. There can be no assurances that our monitoring of our credit
risk as it affects the value of these loans and the underlying collateral will be sufficient to prevent an effect on our profitability and
financial condition.

There are also risks with respect to our auto lending in particular. First, as an indirect auto lender, all of our auto loans are originated
by dealerships with which we have relationships. As a result, we do not have relationships directly with the borrowers and are
dependent on the relationships these dealerships have with their customers to make a determination on whether or not there are factors
that would cause an otherwise qualified customer to not repay the loan. In addition, federal and state laws may prohibit, limit or delay
our repossession and sale of vehicles on defaulted automobile loan contracts, which will impair our ability to recover losses on these
loans. Additional factors that may affect our ability to recoup the full amount due on an indirect auto loan include, among other things,
our failure to perfect our security interest in the relevant vehicle, depreciation, obsolescence, damage or loss to the vehicle and the
impact of federal and state bankruptcy and insolvency laws. Furthermore, proceeds from the sale of repossessed vehicles can fluctuate
significantly based upon market conditions. A deterioration in general economic conditions could result in a greater loss in the sale of
repossessed vehicles than we have historically experienced.
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Our allowance for loan losses may prove to be insufficient to absorb losses inherent in our loan portfolio, and we may be required
to further increase our provision for loan losses.

Although we endeavor to diversify our loan portfolio in order to minimize the effect of economic conditions within a particular
industry, management also maintains an allowance for loan losses, which is a reserve established through a provision for loan losses
charged to expense, to absorb probable credit losses inherent in the entire loan portfolio. We maintain our allowance for loan losses at
a level considered adequate by management to absorb probable loan losses, including collateral impairment, based on our analysis of
our portfolio and market environment, using relevant information available to us. Among other considerations in establishing the
allowance for loan losses, management considers economic conditions reflected within industry segments, the unemployment rate in
our markets, loan segmentation and historical losses that are inherent in the loan portfolio.

As of December 31, 2014, our allowance for loan losses as percentages of total loans and nonperforming loans was 0.74% and
138.61%, respectively. The determination of the appropriate level of the allowance is inherently subjective and requires us to make
significant estimates of current credit risks and future trends, all of which are subject to material changes. In addition, loans acquired
in connection with business combination transactions are measured at fair value, based on management’s estimates related to expected
prepayments and the amount and timing of undiscounted expected principal, interest and other cash flows. Because fair value
measurements incorporate assumptions regarding credit risk, no allowance for loan losses related to the acquired loans is recorded on
the acquisition date.

Inaccurate management assumptions, including with respect to the fair value of acquired loans, continuing deterioration of economic
conditions affecting borrowers, new information regarding existing loans, identification of additional problem loans and other factors,
both within and outside of our control, may require us to increase our allowance for loan losses. In addition, bank regulatory agencies
periodically review the allowance for loan losses and may require an increase in the provision for loan losses or the recognition of
further loan charge-offs, based on judgments different than those of management. Finally, if actual charge-offs in future periods
exceed the allowance for loan losses, we will need additional provisions to increase the allowance for loan losses. Any increases in the
allowance for loan losses will result in a decrease in net income and, possibly, capital and may have a material adverse effect on our
business, financial condition, results of operations and growth prospects.

Lack of seasoning of our loan portfolio could increase the risk of future credit defaults.

As a result of our growth over the past three years, a large portion of loans in our loan portfolio and of our lending relationships are of
relatively recent origin. In general, loans do not begin to show signs of credit deterioration or default until they have been outstanding
for some period of time, a process referred to as “seasoning.” As a result, a portfolio of older loans will usually behave more
predictably than a newer portfolio. Because a large portion of our portfolio is relatively new, the current level of delinquencies and
defaults may not represent the level that may prevail as the portfolio becomes more seasoned. If delinquencies and defaults increase,
we may be required to increase our provision for loan losses, which could materially adversely affect our business, financial condition,
results of operations and growth prospects.

We are subject to interest rate risk.

The majority of our banking assets are monetary in nature and subject to risk from changes in interest rates. Our earnings, like that of
most financial institutions, are significantly dependent on our net interest income, which is the difference between our interest income
on interest-earning assets, such as loans and investment securities, and our interest expense on interest-bearing liabilities, such as
deposits and borrowings. We expect that we will periodically experience “gaps” in the interest rate sensitivities of our assets and
liabilities, meaning that either our interest-bearing liabilities will be more sensitive to changes in market interest rates than our
interest-earning assets, or vice versa. In either event, if market interest rates should move contrary to our position, this “gap” will
negatively impact our earnings. At December 31, 2014, our interest sensitivity profile was somewhat liability sensitive, meaning that
our net interest expense would increase more from rising interest rates than from falling interest rates.

Interest rates are highly sensitive to many factors that are beyond our control, including governmental monetary policies, inflation,
recession, changes in unemployment, the money supply, international disorder and instability in domestic and foreign financial
markets. Changes in monetary policy, including changes in interest rates, could influence not only the interest we receive on loans and
securities and the interest we pay on deposits and borrowings, but such changes could also affect our ability to originate loans and
obtain deposits, the fair value of our financial assets and liabilities and the average duration of our assets. Any substantial, unexpected,
prolonged change in market interest rates could have a material adverse effect on our business, financial condition, results of
operations and growth prospects.
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In addition, as interest rates increase, the ability of borrowers to repay their current loan obligations could be negatively impacted,
which would adversely affect our results of operations. These circumstances could not only result in increased loan defaults,
foreclosures and charge-offs but also necessitate further increases to the allowance for loan losses. At the same time, the marketability
of the property securing a loan may be adversely affected by any reduced demand resulting from higher interest rates. Further, when
we place a loan on nonaccrual status, we reverse any accrued but unpaid interest receivable, which decreases interest income, but we
continue to have a cost to fund the loan, which is reflected as interest expense, without any interest income to offset the associated
funding expense. Thus, an increase in the amount of nonperforming assets would have an adverse impact on net interest income. On
the other hand, in a declining interest rate environment, there may be an increase in prepayments on loans as borrowers refinance their
loans at lower rates.

If short-term interest rates remain at their historically low levels for a prolonged period, and assuming longer term interest rates fall
further, we could experience net interest margin compression as our interest-earning assets would continue to reprice downward while
our interest-bearing liability rates could fail to decline in tandem. Such an occurrence would have a material adverse effect on our net
interest income and our results of operations.

By engaging in derivative transactions, we are exposed to credit and market risk, which could adversely affect our profitability and
financial condition.

We manage interest rate risk by utilizing derivative instruments to minimize significant unplanned fluctuations in earnings that are
caused by interest rate volatility. Hedging interest rate risk is a complex process, requiring sophisticated models and constant
monitoring. The effect of this unrealized appreciation or depreciation will generally be offset by income or loss on the derivative
instruments that are linked to the hedged assets and liabilities. By engaging in derivative transactions, we are exposed to credit and
market risk. If the counterparty fails to perform, credit risk exists to the extent of the fair value gain in the derivative instrument.
Market risk exists to the extent that interest rates change in ways that are significantly different from what was expected when we
entered into the derivative agreement. The existence of credit and market risk associated with our derivative instruments could
adversely affect our profitability and financial condition.

If we fail to maintain an effective system of internal control over financial reporting, we may not be able to accurately report our
financial results. As a result, current and potential shareholders could lose confidence in the completeness and accuracy of our
financial reporting which could harm our business and the trading price of our common stock.

As a public company, our management is responsible for establishing and maintaining adequate internal control over financial
reporting and for evaluating and reporting on that system of internal control. Internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. We are currently in the process of establishing a
system of internal control over financial reporting that will enable us to comply with our obligations under the federal securities laws
and other applicable legal requirements. As an emerging growth company, we are exempt from the requirement under the Sarbanes-
Oxley Act of 2002 to obtain an attestation report from our auditors on management’s assessment of our internal control over financial
reporting, and we have not received such a report.

If we are unable to implement and maintain our system of internal control over financial reporting free from material weaknesses or
are otherwise unable to comply in a timely manner with the requirements under federal law and regulations with respect to our internal
control over financial reporting, we may not be able to report our financial results accurately and timely. As a result, investors,
counterparties and customers may lose confidence in the accuracy and completeness of our financial reports. In addition, we could
become subject to investigations by the stock exchange on which our securities are listed, the SEC or other regulatory authorities,
which could require additional financial and management resources. As a result of these investigations, we could be required to
implement expensive and time-consuming remedial measures, including the potential delisting of our securities from the Nasdaq
Global Market. Any of these events could have a material adverse effect on our business, financial condition, results of operations and
growth prospects.
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Hurricanes or other adverse weather conditions, as well as man-made disasters, could negatively affect our local markets or
disrupt our operations, which may adversely affect our business and results of operations.

Our business is concentrated in southern Louisiana, and in the Baton Rouge, New Orleans, Lafayette and Hammond metropolitan
areas in particular. Southern Louisiana is susceptible to major hurricanes, floods, tropical storms and other natural disasters and
adverse weather. These natural disasters can disrupt our operations, cause widespread property damage and severely depress the local
economies in which we operate. For example, Hurricane Gustav in 2008 severely impacted our headquarters city of Baton Rouge,
with power in many areas of the city not being restored for nearly three weeks after the hurricane. The 2010 Deepwater Horizon oil
spill in the Gulf of Mexico illustrates that man-made disasters can also adversely affect economic activity in the markets in which we
operate. Any economic decline as a result of a natural disaster, adverse weather, oil spill or other man-made disaster can reduce the
demand for loans and our other products and services.

Such events could also affect the stability of our deposit base, impair the ability of borrowers to repay outstanding loans (resulting in
increased delinquencies, foreclosures and loan losses), impair the value of collateral securing such loans, cause significant property
damage, result in loss of revenue and/or cause us to incur additional expenses. The occurrence of any such event could, therefore,
result in decreased revenue and loan losses that have a material adverse effect on our business, financial condition, results of
operations and growth prospects.

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

As discussed elsewhere in this document, we sell certain mortgage loans that we originate as well as pools of our consumer loans. In
connection with these sales, we are typically required to make representations and warranties to the purchaser about the loans sold and
the procedures under which those loans have been originated. If these representations and warranties are incorrect, we may be required
to indemnify the purchaser for its losses or we may be required to repurchase part or all of the affected loans. Borrower fraud may also
cause us to have to repurchase loans that we have sold. If we are required to make any indemnity payments or repurchases and do not
have a remedy available to us against a solvent counterparty, we may not be able to recover our losses resulting from these indemnity
payments and repurchases. Consequently, our results of operations may be adversely affected.

Factors outside our control could result in impairment of or losses with respect to our investment securities.

There are many factors beyond our control that can significantly influence, and adversely change, the fair value of the securities in our
portfolio. Factors include, for example, rating agency downgrades of the securities, defaults by the issuer or continued instability in
the capital markets. Any of these factors, among others, could cause other-than-temporary impairments and realized and/or unrealized
losses in future periods and declines in other comprehensive income, which could materially and adversely affect our business, results
of operations, financial condition and growth prospects. The process for determining whether impairment of a security is other-than-
temporary usually requires difficult, subjective judgments about the future financial performance and liquidity of the issuer and any
collateral underlying the security in order to assess the probability of receiving all contractual principal and interest payments on the
security.

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

In addition to the liquidity that we require to conduct our day-to-day operations, the Company, on a consolidated basis, and Investar
Bank, on a stand-alone basis, must meet certain regulatory capital requirements. With the implementation of certain new regulatory
requirements, such as the Basel III accord and the capital requirements enacted under the Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010, or the Dodd-Frank Act, financial institutions will be required to establish higher tangible capital
requirements. Also, we may need capital to finance acquisitions.

Our ability to raise additional capital depends on conditions in the capital markets, economic conditions and a number of other factors,
including investor perceptions regarding the banking industry, market conditions and governmental activities, and on our financial
condition and performance. Accordingly, there can be no assurances that we will be able to raise additional capital if needed or on
terms acceptable to us. If we fail to maintain capital to meet regulatory requirements, our business, financial condition, results of
operations and growth prospects could be materially and adversely affected.
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Competition in our industry is intense, which could adversely affect our growth and profitability.

We face substantial competition in all areas of our operations from a variety of different competitors, many of which are larger and
have substantially greater resources than we have, including higher total assets and capitalization, a more extensive and established
branch network, greater access to capital markets and a broader offering of financial services. Such competitors primarily include
national, regional and community banks within the various markets in which we operate. Because of their scale, many of these
competitors can be more aggressive than we can on loan and deposit pricing. We also face competition from many other types of
financial institutions, including savings and loans, credit unions, finance companies, brokerage firms, insurance companies, factoring
companies and other financial intermediaries. Many of these entities have fewer regulatory constraints and may have lower cost
structures than we do.

Our industry could become even more competitive as a result of legislative and regulatory changes as well as continued consolidation.
The increased regulatory requirements imposed on financial institutions as well as the economic downturn in the United States have
already resulted in the consolidation of a number of financial institutions, in addition to acquisitions of failed institutions. We expect
additional consolidation to occur. Finally, technology has lowered barriers to entry and made it possible for non-banks to offer
products and services traditionally provided by banks, such as automatic transfer and automatic payment systems. If we are unable to
successfully compete, our business, financial condition, results of operations and growth prospects will be materially adversely
affected.

We may fail to realize the anticipated benefits of our recent acquisition.

The success of our recent acquisition of FCB will depend on a number of factors, including the following:
e our ability to realize anticipated long-term cost savings and the amount of such realized savings;
e the extent to which we are able to retain acquired customer relationships;
e how profitably (if at all) we deploy funds acquired in the transaction; and

e our ability to successfully manage the combined operations.

If we are not able to successfully achieve these objectives, the anticipated benefits of the acquisition may not be realized fully or at all
or may take longer to realize than expected. We also may experience increased credit costs or need to take additional markdowns and
make additional provisions to the allowance for loan losses on the loans acquired from FCB, which would reduce the benefits of the
acquisition. Any of these factors could adversely affect our financial condition and results of operations in the future.

If the goodwill that we recorded in connection with a business acquisition becomes impaired, it could require charges to earnings,
which would have a negative impact on our financial condition and results of operations.

Goodwill represents the amount by which the cost of an acquisition exceeded the fair value of net assets we acquired in connection
with the purchase of another financial institution. We review goodwill for impairment at least annually, or more frequently if events or
changes in circumstances indicate that the carrying value of the asset might be impaired.

We determine impairment by comparing the implied fair value of the reporting unit goodwill with the carrying amount of that
goodwill. If the carrying amount of the reporting unit goodwill exceeds the implied fair value of that goodwill, an impairment loss is
recognized in an amount equal to that excess. Any such adjustments are reflected in our results of operations in the periods in which
they become known. As of December 31, 2014, our goodwill totaled $2.7 million. While we have not recorded any such impairment
charges since we initially recorded the goodwill, there can be no assurance that our future evaluations of goodwill will not result in
findings of impairment and related write-downs, which may have a material adverse effect on our financial condition and results of
operations.

We may face risks with respect to future acquisitions.

When we attempt to expand our business in Louisiana and other states through mergers and acquisitions, we seek targets that are
culturally similar to us, have experienced management and possess either significant market presence or have potential for improved
profitability through economies of scale or expanded services. In addition to the general risks associated with our growth plans
highlighted above, acquiring other banks, businesses or branches involves various risks commonly associated with acquisitions,
including, among other things:

o the time and costs associated with identifying and evaluating potential acquisition and merger targets;

e inaccuracies in the estimates and judgments used to evaluate credit, operations, management and market risks with respect to the
target institution;
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e the time and costs of evaluating new markets, hiring experienced local management and opening new bank locations, and the
time lags between these activities and the generation of sufficient assets and deposits to support the costs of the expansion;

e our ability to finance an acquisition and possible dilution to our existing shareholders;

e the diversion of our management’s attention to the negotiation of a transaction;

e the incurrence of an impairment of goodwill associated with an acquisition and adverse effects on our results of operations;
e entry into new markets where we lack experience; and

e risks associated with integrating the operations and personnel of the acquired business in a manner that permits growth
opportunities and does not materially disrupt existing customer relationships or result in decreased revenues resulting from any
loss of customers.

With respect to the risks particularly associated with the integration of an acquired business, we may encounter a number of
difficulties, such as:

e customer loss and revenue loss;

o the loss of key employees;

e the disruption of our operations and business;

e our inability to maintain and increase competitive presence;

¢ possible inconsistencies in standards, control procedures and policies; and/or

e unexpected problems with costs, operations, personnel, technology and credit.

In addition to the risks posed by the integration process itself, the focus of management’s attention and effort on integration may result
in a lack of sufficient management attention to other important issues, causing harm to our business. Also, general market and
economic conditions or governmental actions affecting the financial industry generally may inhibit our successful integration of an
acquired business.

We expect to continue to evaluate merger and acquisition opportunities that are presented to us and conduct due diligence activities
related to possible transactions with other financial institutions. As a result, merger or acquisition discussions and, in some cases,
negotiations may take place and future mergers or acquisitions involving cash, debt or equity securities may occur at any time.
Historically, acquisitions of non-failed financial institutions involve the payment of a premium over book and market values, and,
therefore, some dilution of our book value and net income per common share may occur in connection with any future transaction.
Failure to realize the expected revenue increases, cost savings, increases in geographic or product presence and/or other projected
benefits from an acquisition could have a material adverse effect on our business, financial condition, results of operations and growth
prospects.

A lack of liquidity could adversely affect our ability to fund operations and meet our obligations as they become due.

Liquidity is essential to our business. Liquidity risk is the potential that we will be unable to meet our obligations as they come due
because of an inability to liquidate assets or obtain adequate funding. The primary source of the Bank’s funds are customer deposits
and loan repayments, while borrowings are a secondary source of liquidity. Our access to deposits and other funding sources in
adequate amounts and on acceptable terms is affected by a number of factors, including rates paid by competitors, returns available to
customers on alternative investments and general economic conditions. Any decline in available funding could adversely impact our
ability to originate loans, invest in securities, meet our expenses, pay dividends to our shareholders, or to fulfill obligations such as
repaying our borrowings or meeting deposit withdrawal demands, any of which could have a material adverse impact on our business,
financial condition, results of operations and growth prospects.

We rely on information technology and telecommunications systems and third-party vendors, and our failure to effectively
implement new technology or a breach, computer virus or disruption of service could adversely affect our operations and financial
condition.

Our industry is undergoing rapid technological changes with frequent introductions of new technology-driven products and services. We
believe that improved technology allows us to serve our customers in a more efficient and less costly manner. Our ability to compete
successfully to some extent depends on whether we can implement new technologies to provide products and services to our customers
while avoiding significant operational challenges that increase our costs or delay full implementation of technology enhancements or new
products, especially relative to our peers (many of which have greater resources to devote to technological improvements).
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Although new technologies enable us to enhance the products and services we offer our customers, this technology exposes us to
certain risks. First, the successful and uninterrupted functioning of our information technology and telecommunications systems is
critical to our business. We outsource many of our major systems, such as data processing, loan servicing and deposit processing. If
one of these third-party service providers terminates their relationship with us or fails to provide services to us for any reason or
provides such services poorly, our business will be negatively affected. In addition, we may be forced to replace such vendor, which
could interrupt our operations and result in a higher cost to us.

Another risk associated with our reliance on technology is our potential vulnerability to security breaches, denial of service attacks,
viruses, worms and other disruptive problems caused by hackers as well as to damage from physical theft, fire, power loss,
telecommunications failure or a similar catastrophic event. We have attempted to address these concerns by backing up our systems as
well as retaining qualified third-party vendors to test and audit our network. However, there can be no guarantees that our efforts will
continue to be successful in avoiding problems with our information technology and telecommunications systems. If our efforts are
unsuccessful, security breaches, viruses and other technology disruptions could expose us to claims, regulatory scrutiny, litigation and
other possible liabilities, in addition to a loss of the confidence of our existing customers in the reliability of our systems.

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

A significant portion of our loan portfolio is secured by real property. Also, in the ordinary course of business, we may foreclose on
and take title to properties securing certain loans or purchase real estate to expand our facilities. In doing so, there is a risk that
hazardous or toxic substances could be found on these properties. If hazardous or toxic substances are found, we may be liable for
remediation costs, as well as for personal injury and property damage. Environmental laws may require us to incur substantial
expenses and may materially reduce the affected property’s value or limit our ability to use or sell the affected property. The
remediation costs and any other financial liabilities associated with an environmental hazard could have a material adverse effect on
our business, financial condition, results of operations and growth prospects. In addition, future laws or more stringent interpretations
or enforcement policies with respect to existing laws may increase our exposure to environmental liability. Although management has
policies and procedures to perform an environmental review before the loan is recorded and before initiating any foreclosure action on
real property, these reviews may not be sufficient to detect all potential environmental hazards.

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

We are subject to extensive regulation and supervision that governs almost all aspects of our operations, including, among other
things, our lending practices, capital structure, investment practices, dividend policy, operations and growth. These laws and
regulations, and the supervisory framework that oversees the administration of these laws and regulations, are primarily intended to
protect consumers, depositors, the Deposit Insurance Fund and the banking system as a whole, and not shareholders and
counterparties. Furthermore, new proposals for legislation continue to be introduced in the U.S. Congress that could further
substantially increase regulation of the financial services industry, impose restrictions on our operations and our ability to conduct
business consistent with historical practices, including in the areas of compensation, interest rates, financial product offerings and
disclosures, and have an effect on bankruptcy proceedings with respect to consumer residential real estate mortgages, among other
things.

Our efforts to comply with these additional laws, regulations and standards are likely to result in increased expenses and a diversion of
management time and attention. The information under the heading “Supervision and Regulation” in Item 1, Business, provides more
information regarding the regulatory environment in which we and the Bank operate.

Financial reform legislation enacted by Congress will, among other things, tighten capital standards and result in new laws and
regulations that likely will increase our costs of operations.

The Dodd-Frank Act was signed into law on July 21, 2010. This law significantly changed the then-existing bank regulatory structure
and affected the lending, deposit, investment, trading and operating activities of financial institutions and their holding companies.
The Dodd-Frank Act changes the regulatory structure to which we are subject in numerous ways, including, but not limited to, the
following:

e The base for FDIC insurance assessments has been changed to a bank’s average consolidated total assets minus average tangible
equity, rather than upon its deposit base, while the FDIC’s authority to raise insurance premiums has been expanded.

e The current standard deposit insurance limit has been permanently raised to $250,000.

e The FDIC must raise the ratio of reserves to deposits from 1.15% to 1.35% for deposit insurance purposes by September 30,
2020 and to “offset the effect” of increased assessments on insured depository institutions with assets of less than $10.0 billion.
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e The interchange fees payable on debit card transactions have been limited.
e There are multiple new provisions affecting corporate governance and executive compensation at all publicly traded companies.

e All federal prohibitions on the ability of financial institutions to pay interest on commercial demand deposit accounts have been
repealed.

Our management continues to assess the impact on our operations of the Dodd-Frank Act and its regulations, many of which have yet
to be proposed or adopted or are to be phased-in over the next several months and years. Because the impact of many of the
regulations adopted pursuant to the Dodd-Frank Act’s may not be known for some time, it is difficult to predict at this time what
specific impact the Dodd-Frank Act will have on us. However, it is expected that at a minimum our operating and compliance costs
will increase, and our interest expense could increase.

In addition to the foregoing, the Dodd-Frank Act established the Bureau of Consumer Financial Protection (the “CFPB”) as an
independent entity within the Federal Reserve. The CFPB has broad rulemaking, supervisory and enforcement authority over
consumer financial products and services, including deposit products, residential mortgages, home-equity loans and credit cards, as
well as with respect to certain mortgage-related matters, such as steering incentives, determinations as to a borrower’s ability to repay
and prepayment penalties. In March, 2013, the CFPB issued a bulletin indicating its intention to review the policies and practices of
indirect auto lenders with regard to pricing activities and advising auto lenders to take appropriate steps to ensure compliance with the
fair lending provision of the Equal Credit Opportunity Act, or the ECOA. Additionally, the CFPB has begun investigating indirect
auto lenders over the sale and financing of extended warranties and other add-on products. Although we believe our auto lending
practices comply with existing law and regulation, new rulemaking by the CFPB as well enforcement actions it brings to enforce the
ECOA or other laws within its jurisdiction, if applicable to the Bank, could require us to cease or alter our auto lending practices,
which in turn could have a material adverse effect on our business, results of operations, financial condition and growth prospects.

Federal and state regulators periodically examine our business, and we may be required to remediate adverse examination
findings.

The Federal Reserve, the FDIC and the Louisiana Office of Financial Institutions, or the OFI, periodically examine our business,
including our compliance with laws and regulations. If, as a result of an examination, a federal banking agency were to determine that
our financial condition, capital resources, asset quality, earnings prospects, management, liquidity or other aspects of any of our
operations had become unsatisfactory, or that we were in violation of any law or regulation, it may take a number of different remedial
actions as it deems appropriate. These actions include the power to enjoin “unsafe or unsound” practices, to require affirmative action
to correct any conditions resulting from any violation or practice, to issue an administrative order that can be judicially enforced, to
direct an increase in our capital, to restrict our growth, to assess civil monetary penalties against our officers or directors, to remove
officers and directors and, if it is concluded that such conditions cannot be corrected or there is an imminent risk of loss to depositors,
to terminate our deposit insurance and place us into receivership or conservatorship. If we become subject to any regulatory actions, it
could have a material adverse effect on our business, results of operations, financial condition and growth prospects.

We may be required to pay significantly higher FDIC deposit insurance premiums in the future.

The deposits of Investar Bank are insured by the FDIC up to legal limits and, accordingly, subject it to the payment of FDIC deposit
insurance assessments. A bank’s regular assessments are determined by its risk classification, which is based on its regulatory capital
levels and the level of supervisory concern that it poses. In connection with the recent economic recession, insured depository
institution failures, as well as deterioration in banking and economic conditions generally and significantly increased losses of the
FDIC, resulted in a decline in the designated reserve ratio of the FDIC to historical lows. To restore this reserve ratio and bolster its
funding position, the FDIC imposed a special assessment on depository institutions and also increased deposit insurance assessment
rates. Further increases in assessment rates are possible in the future, especially if there are additional bank failures. Any increase in
deposit insurance assessment rates, or any future special assessment, could materially and adversely affect our business, results of
operations, financial condition and growth prospects.

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

In July 2013, each of the U.S. federal banking agencies adopted final rules implementing the recommendations of the International
Basel Committee on Bank Supervision to strengthen the regulatory capital requirements of all banking organizations in the United
States. The new capital framework, referred to as Basel III, replaces the existing regulatory capital rules for all banks, savings
associations and U.S. bank holding companies with greater than $500 million in total assets, and all savings and loan holding
companies. The final Basel III rules became effective with respect to the Company and the Bank on January 1, 2015, although the
rules will not be fully phased in until January 1, 2019.
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The new rules establish a new regulatory capital standard based on Tier 1 common equity, increase the minimum Tier 1 capital risk-
based capital ratio, and impose a capital conservation buffer of at least 2.5% of common equity Tier 1 capital above the new minimum
regulatory capital ratios, when fully phased in during 2019. Failure to meet the capital conservation buffer will result in certain
limitations on dividends, capital repurchases, and discretionary bonus payments to executive officers. The rules also change the
manner in which a number of our regulatory capital components are calculated and the risk weights applicable to certain asset
categories. Although there remains some uncertainty associated with the implementation and regulatory interpretation of the newly
adopted standards, we expect that the new rules will generally require us to maintain greater amounts of regulatory capital. The new
rules may also limit or restrict how we utilize our capital. A significant increase in our capital requirements could have a material
adverse effect on our business, financial condition, results of operations or prospects.

We are subject to numerous laws designed to protect consumers, including the Community Reinvestment Act and fair lending
laws, and failure to comply with these laws could lead to a wide variety of sanctions.

The Community Reinvestment Act, or CRA, the ECOA, the Fair Housing Act and other fair lending laws and regulations impose
nondiscriminatory lending requirements on financial institutions. The Department of Justice and other federal agencies enforce these
laws and regulations, but private parties may also have the ability to challenge an institution’s performance under fair lending laws in
private class action litigation. If an institution’s performance under the Community Reinvestment Act or fair lending laws and
regulations is found to be deficient, the institution could be subject to damages and civil money penalties, injunctive relief, restrictions
on mergers and acquisitions activity, restrictions on expansion and restrictions on entering new business lines, among other sanctions.
In addition, the FDIC’s assessment of our compliance with CRA provisions is taken into account when evaluating any application we
submit for, among other things, approval of the acquisition or establishment of a branch or other deposit facility, an office relocation, a
merger or the acquisition of another financial institution. Our failure to satisfy our CRA obligations could, at a minimum, result in the
denial of such applications and limit our growth.

We face a risk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-money laundering statutes and
regulations.

The Bank Secrecy Act, the USA PATRIOT Act of 2001, and other laws and regulations require financial institutions, among other
duties, to institute and maintain an effective anti-money laundering program and file suspicious activity and currency transaction
reports as appropriate. The federal Financial Crimes Enforcement Network is authorized to impose significant civil money penalties
for violations of those requirements and has recently engaged in coordinated enforcement efforts with the individual federal banking
regulators, as well as the U.S. Department of Justice, Drug Enforcement Administration and Internal Revenue Service. We are also
subject to increased scrutiny of compliance with the rules enforced by the Office of Foreign Assets Control. If our policies, procedures
and systems are deemed deficient, we would be subject to liability, including fines and regulatory actions, which may include
restrictions on our ability to pay dividends and the necessity to obtain regulatory approvals to proceed with certain aspects of our
business plan, including our acquisition plans. Failure to maintain and implement adequate programs to combat money laundering and
terrorist financing could also have serious reputational consequences for us. Any of these results could materially and adversely affect
our business, financial condition, results of operations and growth prospects.

Risks Related to an Investment in our Common Stock

The market price of our common stock may be volatile, which may make it difficult for investors to sell their shares at the volume,
prices and times desired.

The market price of our common stock may fluctuate substantially due to a variety of factors, many of which are beyond our control,
including, without limitation:

e actual or anticipated variations in our quarterly and annual operating results, financial condition or asset quality;
e changes in general economic or business conditions, both domestically and internationally;

o the effects of, and changes in, trade, monetary and fiscal policies, including the interest rate policies of the Federal Reserve, or
in laws and regulations affecting us;

o the number of securities analysts covering us;

e publication of research reports about us, our competitors, or the financial services industry generally, or changes in, or failure to
meet, securities analysts’ estimates of our financial and operating performance, or lack of research reports by industry analysts
or ceasing of coverage;

e changes in market valuations or earnings of companies that investors deemed comparable to us;

e the average daily trading volume of our common stock;

25



e future issuances of our common stock or other securities;
e additions or departures of key personnel;
e perceptions in the marketplace regarding our competitors and/or us;

e significant acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or involving
our competitors or us; and

e other news, announcements or disclosures (whether by us or others) related to us, our competitors, our core market or the
financial services industry.

The stock market and, in particular, the market for financial institution stocks have experienced significant fluctuations in recent years.
In many cases, these changes have been unrelated to the operating performance and prospects of particular companies. In addition,
significant fluctuations in the trading volume in our common stock may cause significant price variations to occur. Increased market
volatility may materially and adversely affect the market price of our common stock, which may make it difficult for investors to sell
their shares at the volume, prices and times desired.

We are an “emerging growth company,” and the reduced reporting requirements applicable to emerging growth companies may
make our common stock less attractive to investors.

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012, or the JOBS Act. While we
retain this status, we intend to take advantage of certain exemptions from various reporting requirements that are applicable to other
public companies that are not emerging growth companies, including reduced disclosure obligations regarding executive
compensation in our periodic reports and proxy statements and exemptions from the requirements of holding a nonbinding advisory
vote on executive compensation and shareholder approval of any golden parachute payments not previously approved. We will
continue to be an emerging growth company until the earliest to occur of the following: (1) December 31, 2019; (2) the last day of the
fiscal year in which we have more than $1.0 billion in annual revenues; (3) the date on which we have more than $700 million in
market value of our common stock held by non-affiliates; or (4) the date on which we have issued more than $1.0 billion in non-
convertible debt over a three-year period. We cannot predict if investors will find our common stock less attractive because we may
rely on these exemptions, or if we choose to rely on additional exemptions in the future. If some investors find our common stock less
attractive as a result, there may be a less active trading market for our common stock and our stock price may be more volatile.

Shares eligible for future sale could have a dilutive effect.

Shares of our common stock eligible for future sale, including those that may be issued in any private or public offering of our
common stock for cash or as incentives under incentive plans, could have a dilutive effect on the market for our common stock and
could adversely affect market prices. As of March 23, 2015, there were 40,000,000 shares of our common stock authorized, of which
7,268,344 shares were outstanding.

Our dividend policy may change without notice, and our future ability to pay dividends is subject to restrictions.

Holders of our common stock are entitled to receive only such cash dividends as our board of directors may declare out of funds
legally available for the payment of dividends. We have no obligation to continue paying dividends, and we may change our dividend
policy at any time without notice to our shareholders.

Since the Company’s primary asset is its stock of Investar Bank, we are dependent upon dividends from the Bank to pay our operating
expenses, satisfy our obligations and to pay dividends on the Company’s common stock. Accordingly, any declaration and payment of
dividends on common stock will substantially depend upon the Bank’s earnings and financial condition, liquidity and capital
requirements, the general economic and regulatory climate and other factors deemed relevant by our board of directors. Furthermore,
consistent with our strategic plans, growth initiatives, capital availability, projected liquidity needs, and other factors, we have made,
and will continue to make, capital management decisions and policies that could adversely impact the amount of dividends, if any,
paid to our common shareholders.
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In addition, there are numerous laws and banking regulations that limit our and Investar Bank’s ability to pay dividends. For Investar
Bank, federal and state statutes and regulations require, among other things, that the Bank maintain certain levels of capital in order to
pay a dividend. Further, state and federal banking authorities have the ability to restrict the payment of dividends by supervisory
action. At the holding company level, the Federal Reserve Board has indicated that bank holding companies should carefully review
their dividend policy in relation to the organization’s overall asset quality, level of current and prospective earnings and level,
composition and quality of capital. The guidance requires that a company inform and consult with the Federal Reserve Board prior to
declaring and paying a dividend that exceeds earnings for the period for which the dividend is being paid or that could result in an
adverse change to its capital structure.

Our Restated Articles of Incorporation and By-laws, and certain banking laws applicable to us, could have an anti-takeover effect
that decreases our chances of being acquired, even if our acquisition is in our shareholders’ best interests.

Certain provisions of our restated articles of incorporation and our by-laws, as amended, and federal banking laws, including
regulatory approval requirements, could make it more difficult for a third party to acquire control of our organization or conduct a
proxy contest, even if those events were perceived by many of our shareholders as beneficial to their interests. These provisions, and
the corporate and banking laws and regulations applicable to us:

e enable our board of directors to issue additional shares of authorized, but unissued capital stock. In particular, our board may issue
“blank check” preferred stock with such designations, rights and preferences as may be determined from time to time by the board;

e cnable our board of directors to increase the size of the board and fill the vacancies created by the increase;
¢ cnable our board of directors to amend our by-laws without shareholder approval;
¢ require advance notice for director nominations and other shareholder proposals; and

e require prior regulatory application and approval of any transaction involving control of our organization.

These provisions may discourage potential acquisition proposals and could delay or prevent a change in control, including
circumstances in which our shareholders might otherwise receive a premium over the market price of our shares.

Our issuance of preferred stock could adversely affect holders of our common stock and discourage a takeover.

Our shareholders authorized our board of directors to issue up to 5,000,000 shares of preferred stock without any further action on the
part of our shareholders. The board also has the power, without shareholder approval, to set the terms of any series of preferred stock
that may be issued, including voting rights, dividend rights, preferences over our common stock with respect to dividends or in the
event of a dissolution, liquidation or winding up and other terms. In the event that we issue preferred stock in the future that has
preference over our common stock with respect to payment of dividends or upon our liquidation, dissolution or winding up, or if we
issue preferred stock with voting rights that dilute the voting power of our common stock, the rights of the holders of our common
stock or the market price of our common stock could be adversely affected. In addition, the ability of our board of directors to issue
shares of preferred stock without any action on the part of our shareholders may impede a takeover of us and prevent a transaction
perceived to be favorable to our shareholders.

Holders of the junior subordinated debentures have rights that are senior to those of our common shareholders.

In connection with the FCB merger, we assumed junior subordinated debentures issued by FCB. At December 31, 2014, we had trust
preferred securities and accompanying junior subordinated debentures with a carrying value of $3.6 million. Payments of the principal
and interest on the trust preferred securities of these trusts are conditionally guaranteed by us. Further, the junior subordinated
debentures we issued to the trusts are senior to our shares of common stock. As a result, we must make payments on the junior
subordinated debentures before any dividends can be paid on our common stock and, in the event of our bankruptcy, dissolution or
liquidation, the holders of the junior subordinated debentures must be satisfied before any distributions can be made on our common
stock. We have the right to defer distributions on our junior subordinated debentures (and the related trust preferred securities) for up
to five years, during which time no dividends may be paid on our common stock.

An investment in our common stock is not an insured deposit and is subject to risk of loss.

Our common stock is not a bank deposit and, therefore, is not insured against loss by the FDIC, any deposit insurance fund or by any
other public or private entity. Investment in our common stock is inherently risky for the reasons described in this “Risk Factors”
section and elsewhere in this Annual Report on Form 10-K and is subject to the same market forces that affect the price of common
stock in any company. As a result, an investor may lose some or all of his or her investment in our common stock.
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Item 1B. Unresolved Staff Comments

Not applicable.

Item 2. Properties

Our main office is located at 7244 Perkins Road in Baton Rouge, Louisiana, in an approximately 4,900 square foot building built in
May 2008. In addition to our main office, we operate ten branch offices located in Ascension, East Baton Rouge, Jefferson, Lafayette,
Livingston, St. Tammany, Tangipahoa and West Baton Rouge Parishes, Louisiana, as well as a mortgage and loan operations center
and a separate executive and operations center, each in Baton Rouge. We also have four stand-alone automated teller machines in
Baton Rouge.

We own our main office and all of our branch sites. Each branch facility is a stand-alone building, equipped with an automatic teller
machine and on-site parking as well as providing for drive-up access. We believe that our facilities are in good condition and are
adequate to meet our operating needs for the foreseeable future.

We have begun construction on a new branch site in our Baton Rouge market, which we expect to open in the second quarter of 2015,
subject to regulatory approval. We also own two tracts of land in Ascension parish, one in St. Mary parish and one in Lafayette parish,
each of which has been designated as a future branch location, although the timing of the development of these tracts is uncertain.

Item 3. Legal Proceedings

From time to time we are party to ordinary routine litigation matters incidental to the conduct of our business. We are not presently
party to any legal proceedings the resolution of which we believe would have a material adverse effect on our business, financial
condition, results of operation, cash flows, growth prospects or capital levels nor were any such proceedings terminated during the
fourth quarter of 2014.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item S. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is listed on the NASDAQ Global Select Market (the “NASDAQ”) under the symbol “ISTR”. As of March 23,
2015, there were approximately 1,119 holders of record of our common stock, and the closing sales price of our common stock on that
date was $16.60.

The following table sets forth the reported high and low sales price of our common stock as quoted on the NASDAQ during each
quarter since we completed our initial public offering and began trading on July 3, 2014. Prior to that date, there was no public trading
market for our common stock.

2014 High Low
AR QUATTET ...ttt ettt ettt e et ae et et ae et et te et et ete et et eteete s ete et e e eteetenneaenn e $ 15.00 $ 13.00
BIA QUATTET ...ttt ettt ettt ettt et eaeete et eaeeae et e e ete et easeteeteasessetenseaeete s eaeetenseaennens $ 19.00 $ 13.06

The following table sets forth the amounts of dividends declared during each quarterly period in 2013 and 2014. The amounts in the
table below for 2013 reflect the dividends declared on Investar Bank’s common stock. As noted above in Item 1, Business, in
November 2013, the Company completed a share exchange with the Bank’s shareholders, resulting in the Bank becoming a wholly-
owned subsidiary of the Company.

2014 Amount Per Share
T I (D1 1<) oSSR $ 0.0070
R (a0 | Ly 1<) oSSR 0.0068
1 a e LT3 < SRR 0.0123
ISt QUATEET . c..eenttette ettt ettt ettt ettt ettt et e et et e et e s bt eeabeesabeeeateesa b e e eateesabeesabeesa bt e sttt e s ab e e bt e e abeebt e e bbeebeeebaeenbee s 0.0122
2013

0| LY 1<) o URPTURSP 0.0121
] (& G LU T (< USSP 0.0120
B 1 a e LT3 < SRR 0.0119
LSt QUATTET . c..teeiteeiieeiie ettt ettt ettt et e et e et e eabeeebeeeabeesabeeeateesaseeeaseesaseeaateesabeeasseesaseens b eesaseensseensbeenseeensbaenseeensaeenseean 0.0118
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Stock Performance Graph

The following graph compares the cumulative total return on our common stock over a measurement period beginning July 3, 2014
with (i) the cumulative total return on the stocks included in the Russell 3000 Index and (ii) the cumulative total return on the stocks
included in the SNL Index of Banks with assets between $500 million and $1 billion. The performance graph assumes that the value
of the investment in our common stock, the Russell 3000 Index and the SNL Index of Banks was $100 at July 3, 2014, the date our
common stock began publicly trading on the NASDAQ, and that all dividends were reinvested.

~——I5TR  ——Russell 3000 SNLU.S. Bank $500M-518

11000

vy ==
10000 ,,/L\,AN : \,\N

\

Bsrmmm 73118 8/31/14 9/30/14 1031714 11/30/14 1273114
Period Ending
Index 7/3/2014 7/31/2014 8/31/2014 9/30/2014 10/31/2014 11/30/2014 12/31/2014
Investar Holding Corporation... $  100.00 $ 99.79 $ 99.29 $ 94.66 $ 99.69 $ 98.06 $ 98.68
Russell 3000..........ccccovenennenne. 100.00 96.83 100.89 98.79 101.51 103.97 103.97
SNL U.S. Bank $500M-$1B..... 100.00 99.51 100.66 100.30 102.70 103.56 104.44

There can be no assurance that our common stock performance will continue in the future with the same or similar trends depicted in
the performance graph above. We will not make or endorse any predictions as to future stock performance.

The information provided under the heading “Stock Performance Graph” shall not be deemed to be “soliciting material” or to be
“filed”” with the SEC or subject to its proxy regulations or to the liabilities of Section 18 of the Securities Exchange Act of 1934, as
amended, other than as provided in Item 201 of Regulation S-K. The information provided in this section shall not be deemed to be
incorporated by reference into any filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as
amended.

Dividend Policy

The Company intends to declare dividends on a quarterly basis. Since we are a holding company with no material business activities,
our ability to pay dividends is substantially dependent upon the ability of Investar Bank to transfer funds to us in the form of
dividends, loans and advances. The Bank’s ability to pay dividends and make other distributions and payments to us depends upon the
Bank’s earnings, financial condition, general economic conditions, compliance with regulatory requirements and other factors. In
addition, the Bank’s ability to pay dividends to us is itself subject to various legal, regulatory and other restrictions. See “Supervision
and Regulation—Dividends” in Item 1, Business, above for a discussion of the restrictions on dividends under federal banking laws
and regulations. In addition, as a Louisiana corporation, we are subject to certain restrictions on dividends under the Louisiana
Business Corporation Act. Generally, a Louisiana corporation may pay dividends to its shareholders unless, after giving effect to the
dividend, either (1) the corporation would not be able to pay its debts as they come due in the usual course of business or (2) the
corporations’ total assets are less than the sum of its total liabilities and the amount that would be needed, if the corporation were to be
dissolved at the time of the payment of the dividend, to satisfy the preferential rights of shareholders whose preferential rights are
superior to those receiving the dividend. Finally, our ability to pay dividends may be limited on account of the junior subordinated
debentures that we assumed in the FCB acquisition. We must make payments on the junior subordinated debentures before any
dividends can be paid on our common stock.

These restrictions do not, and are not expected in the future to, materially limit the Company’s ability to pay dividends to its
shareholders in an amount consistent with the Company’s history of paying dividends.
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Issuer Purchases of Equity Securities

(d) Maximum Number

(¢ ) 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 31,2014 ............... - $ - - 8 -
November 1, 2014 to November 30, 2014 ....... - - - -
December 1, 2014 to December 31, 2014 ........ 71 14.08 - -
71 $ 14.08 - $ -

(M Represents shares surrendered to cover the payroll taxes due upon the vesting of restricted stock.

Unregistered Sales of Equity Securities

On February 17, 2014, prior to its initial public offering on July 1, 2014, the Company granted an aggregate of 216,000 stock options
and awarded 10,992 shares of restricted stock to key personnel, which shares are subject to service-based vesting conditions under the
Investar Holding Corporation 2014 Long-Term Incentive Compensation Plan, the issuance of which was contingent upon the
effectiveness of the IPO. Upon the completion of the IPO, 216,000 options and 8,489 shares of restricted stock were issued to those
recipients who remained employed by the Bank. Since the grants and awards of these securities were transactions under a
compensatory benefit plan, the grants and awards were deemed to be exempt from registration under the Securities Act of 1933, as
amended, in reliance upon the exemption from registration provided by Rule 701 under the Securities Act. The Company did not
receive any cash proceeds in connection with these grants and awards.

Use of Proceeds

On June 30, 2014, the Company’s Registration Statement on Form S-1 (File No. 333-196014) for its initial public offering of common
stock was declared effective by the SEC, pursuant to which the Company sold an aggregate of 3,285,300 shares of its common stock
at a public offering price of $14.00 per share. The Company received net proceeds of $41.7 million from the sale of such shares after
deducting approximately $3.0 million in underwriting commissions and approximately $1.3 million in offering expenses payable by
the Company. There has been no material change in the planned use of proceeds from our initial public offering as described in the
Company’s final prospectus filed with the SEC on July 1, 2014 pursuant to Rule 424(b).

Securities Authorized for Issuance under Equity Compensation Plans

Please refer to the information under the heading “Securities Authorized for Issuance under Equity Compensation Plans” in Item 12,
Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters, for a discussion of the securities
authorized for issuance under the Company’s equity compensation plans.

Item 6. Selected Financial Data

The following table sets forth selected historical financial information and other data as of and for years ended December 31, 2014,
2013, 2012, 2011, and 2010. As discussed in Item 1, Business, Investar Bank did not become a subsidiary of the Company until the
completion of the share exchange in November 2013. Accordingly, the selected financial information below as of and for the years
ended December 31, 2012, 2011, and 2010 relates only to the operations of the Bank, while the selected financial information below
as of and for the years ended December 31, 2014 and 2013 reflects the operations of the Company and the Bank on a consolidated
basis. The selected financial information for the years ended December 31, 2014 and 2013 has been derived from the audited
consolidated financial statements of the Company as of and for such years, other than the performance ratios, and the selected
financial information for the years ended December 31, 2012, 2011 and 2010 has been derived from the audited financial statements
of Investar Bank as of and for such years, other than the performance ratios.
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The selected financial information below should be read in conjunction with other information contained in this report, including the
information contained in Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations, and the
consolidated financial statements and related notes in Item 8, Financial Statements and Supplementary Data. Our historical results for
any prior period are not necessarily indicative of results to be expected in any future period.

(In thousands, except share data)”

As of December 31,
2014 2013 2012 2011 2010
Financial Condition Data:
TOtal ASSELS ..veeeviiieiieeiiiccite ettt et e $ 879,354 $§ 634946 $ 375446 $ 279,330 $ 209,465
Total gross loans, net of allowance for loan losses ............... 721,556 505,744 303,019 226,209 163,052
Allowance for 10an LOSSES..........cocvveveevveeeeeireeecieeeeeeeeeeeeeen 4,630 3,380 2,722 1,746 1,476
INVeStMENnt SECUTILIES ......vvvveeieeeeeeeieie e 92,818 62,752 44,326 28,930 22,842
Goodwill and other intangible assets...........ccecveeververeeenennen. 3,216 3,257 2,828 2,839 -
Noninterest-bearing deposits .........ceevevvereereeneerieeeereenneenns 70,217 72,795 37,489 18,208 15,337
Interest-bearing deposits.........cccvevveeeeriereesieeierieseerieeneeenes 557,901 459,811 262,181 209,960 168,452
TOtal dEPOSILS ..oovvverieerieerieeieeireee ettt ete e sreesve e eene e 628,118 532,606 299,670 228,168 183,789
Long-term DOIrOWINgGS. .......c.cccuevierieeirieieeierieseesieesre e eenens 25,055 34,427 26,794 9,575 3,773
Total stockholders’ equity ........ccceeeveriereerieerieeieseeseereeeees 103,384 55,483 43,553 35,166 16,814
As of and for the year ended December 31,
2014 2013 2012 2011 2010

Income Statement Data:

INEEIEST INCOMME ...ttt e $ 31369 $§ 22472 $ 14587 $§ 11,302 $ 9,710
INEETESt EXPENSE ..uvveeirieiieeiiieiie ettt ettt sttt sbeeeaee s 4,675 3,460 2,542 2,579 3,494
Net INLETESt INCOMIE. .....coveveeeiereeeeeireeeeeeeeeeeeeeeeeeeeeeareeeennees 26,694 19,012 12,045 8,723 6,216
Provision for 10an 10SSES......cccvvevveveeeevieiieeeee e 1,628 1,026 685 639 1,019
Net interest income after provision ..........ccceeeeeeeveerveeneeenne. 25,066 17,986 11,360 8,084 5,197
NONINTEreSt INCOIME ....cvvvvvieiieeeeeiiiieeeeeeeeeeiee e e e e e eearreeeeee e 5,860 5,354 3,625 2,032 2,096
NONINEETESt EXPEIISE ..eevvveerrreereeerieereeereeeieesreesreessreensneenns 24,384 19,024 11,645 8,015 6,195
Income before INCOME taXeS.......ceeevvevrverieeeieiiiiieeeeeeeeeeianes 6,542 4,316 3,340 1,501 1,098
INCOME taX EXPENSE ...vveeereeeiieiieeiieeieeeireeveeereeereesereennneens 1,145 1,148 979 502 383
NEEINCOME ..t eee e $ 5397 % 3,168 $ 2,361 $ 999 § 715
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As of and for the year ended December 31,

2014 2013 2012 2011 2010

Per Common Share Data:

Basic earnings per Share .............cccoeveveeveveveeevereeeieeenes $ 098 $ 086 $ 079 S 054 $ 0.51
Diluted earnings per Share..............ccooeeeveveeeverereeereieanes $ 093 $ 081 $ 071 S 047 $ 0.43
Dividends per Share............ccocvevveveveverereeeecceee e $ 0.04 § 005 $ 0.05 $ 007 $ -
Book value per Share ............ccocveveveieveveeeieieeereeeveeenes $ 1424 $ 14.06 $ 1356 $ 1282 $ 11.46
Tangible book value per share® ..............cccooveveivvererennanee. $ 1379  $ 1324  $ 1268 $ 11.79  $ 11.46
Period end common shares outstanding ..............cc.cceene.e 7,262,085 3,945,114 3,210,816 2,742,205 1,467,778
Basic weighted average common shares outstanding....... 5,533,514 3,667,929 2,998,087 1,843,180 1,414,257

Diluted weighted average common shares outstanding.... 5,777,302 3,923,375 3,302,661 2,120,471 1,680,140

Performance Ratios:

Return on average assets ........cocceevvveeriieenieeniieeniieenieene. 0.73% 0.64% 0.74% 0.44% 0.37%
Return on average equUity.......ccocveveereeeriereenieeeeeieseeeeens 6.80% 6.10% 5.90% 4.44% 4.50%
Net interest Margin.........ceecveevereereeceeeeeneeseeeseeeeeseensens 3.85% 4.10% 4.04% 4.09% 3.43%
Efficiency ratio®........ccceivereeireieeseeeseee e 74.90% 78.07% 74.32% 80.10% 74.53%
Net interest income to average assetS.........cocverveeevervennens 3.63% 3.83% 3.77% 3.86% 3.20%
Dividend payout ratio........ceceerveerierierieniene e 3.93% 5.44% 5.84% 12.91% -
Asset Quality Ratios:
Nonperforming assets to total assets ..........cccceeceevereeenen. 0.69% 0.79% 0.62% 0.75% 1.86%
Nonperforming loans to total 10ans .........ccccecceceeveneenennene 0.54% 0.30% 0.02% 0.01% 2.32%
Allowance for loan losses to total loans...........c.ccceevenene. 0.74% 0.67% 0.94% 0.79% 0.93%
Allowance for loan losses to nonperforming loans .......... 138.61% 227.00% 5136.00% 6236.00% 40.00%
Net charge-offs to average 10ans ..........ccoceevveeeveeeeneennnns 0.07% 0.09% -0.12% 0.20% 0.68%
Capital Ratios:
Total equity to total ASSEtS.......ccvevercverierieeieeeeeeesieenens 11.76% 8.74% 11.60% 12.59% 8.03%
Tangible common equity to tangible assets™ ................... 11.43% 8.27% 10.93% 11.69% 8.03%
Tier 1 capital to aVerage assetS.......coccevvvereereeereereereennens 12.61% 9.53% 11.55% 11.67% 8.06%
Tier 1 capital to risk-weighted assets ........cccceeeveeeeriennnne 13.79% 10.85% 13.06% 14.36% 10.42%
Total capital to risk-weighted assets.........cccoceevvrecvreiennnnns 14.41% 11.51% 13.95% 15.14% 11.35%
(1)  Selected consolidated financial data includes the effect of mergers from the date of each merger. On May 1, 2013, Investar Bank

2

3)

4)

acquired First Community Bank, a Louisiana state bank headquartered in Hammond, Louisiana (“FCB”), by merger of FCB
with and into Investar Bank. On October 1, 2011, Investar Bank acquired South Louisiana Business Bank, a Louisiana state
bank headquartered in Prairieville, Louisiana (“SLBB”), by merger of SLBB with and into Investar Bank. References in this
document to assets purchased and liabilities assumed in the FCB and SLBB mergers reflect the fair value of such assets and
liabilities on the date of acquisition, unless the context otherwise requires. See Note 2, Acquisition Activity, in the Notes to
Consolidated Financial Statements in Item 8, Financial Statements and Supplementary Data, for additional information about
the FCB and SLBB transactions.

Tangible book value per common share is a non-GAAP financial measure. Tangible book value per common share is calculated
as total stockholders’ equity less goodwill and other intangible assets, divided by the number of common shares outstanding as
of the balance sheet date. We believe that the most directly comparable GAAP financial measure is book value per share. For
more information regarding our use of non-GAAP financial measures, including a reconciliation of tangible book value per
common share to book value per share, please refer to the information under the heading “Non-GAAP Financial Measures” in
Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Efficiency ratio represents noninterest expenses divided by the sum of net interest income and noninterest income. For more
information regarding our use of non-GAAP financial measures, including our calculation of the efficiency ratio, please refer to
the information under the heading “Non-GAAP Financial Measures” in Item 7, Management’s Discussion and Analysis of
Financial Condition and Results of Operations.

Tangible equity to tangible assets is a non-GAAP financial measure. Tangible equity is calculated as total stockholders’ equity
less goodwill and other intangible assets, and tangible assets is calculated as total assets less goodwill and other intangible
assets. We believe that the most directly comparable GAAP financial measure is total equity to total assets. For more
information regarding our use of non-GAAP financial measures, including a reconciliation of the ratio of tangible equity to
tangible assets to the ratio of total equity to total assets, please refer to the information under the heading “Non-GAAP Financial
Measures” in Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This section presents management’s perspective on the financial condition and results of operations of Investar Holding Corporation
(the “Company,” “we,” “our,” or “us”) and its wholly-owned subsidiary, Investar Bank (the “Bank”). The following discussion and
analysis should be read in conjunction with the Company’s consolidated financial statements and related notes and other
supplemental information included herein. As discussed in previous filings, the Company did not become the holding company of the
Bank until the completion of the share exchange, whereby all of the Bank’s shareholders received shares of the Company’s common
stock in exchange for the Bank’s common stock, in November 2013. Accordingly, references below to financial condition or results of
operations or to events or circumstances relating to dates or time periods prior to this share exchange (even if “we,” “our,” or “us”
is used) relate to the Bank alone, while references below to financial condition or results of operations or to events or circumstances
relating to dates or time periods after the share exchange pertain to the Company and the Bank on a consolidated basis, unless the
context explicitly dictates otherwise.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K, both in Management’s Discussion and Analysis of Financial Condition and Results of Operations,
and elsewhere, contains forward-looking statements within the meaning of Section 27A of the Securities Act and Section 21E of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”). These forward-looking statements include statements relating to
our projected growth, anticipated future financial performance, financial condition, credit quality and performance goals, as well as
statements relating to the anticipated effects on our business, financial condition and results of operations from expected
developments, our growth and potential acquisitions. These statements can typically be identified through the use of words or phrases
such as “may,” “should,” “could,” “predict,” “potential,” “believe,” “think,” “will likely result,” “expect,” “continue,” “will,”
“anticipate,” “seek,” “estimate,” “intend,” “plan,” “projection,” “would” and “outlook,” or the negative version of those words or
other comparable words or phrases of a future or forward-looking nature.

9 EEINT3 9 .

ERINT3

Our forward-looking statements contained herein are based on assumptions and estimates that management believes to be reasonable
in light of the information available at this time. However, many of these statements are inherently uncertain and beyond our control
and could be affected by many factors. Factors that could have a material effect on our business, financial condition, results of
operations, cash flows and future growth prospects can be found in Item 1A, Risk Factors. These factors include, but are not limited
to, the following, any one or more of which could materially affect the outcome of future events:

e Dbusiness and economic conditions generally and in the financial services industry in particular, whether nationally, regionally or
in the markets in which we operate;

e our ability to achieve organic loan and deposit growth, and the composition of that growth;

e changes (or the lack of changes) in interest rates, yield curves and interest rate spread relationships that affect our loan and
deposit pricing;

o the extent of continuing client demand for the high level of personalized service that is a key element of our banking approach
as well as our ability to execute our strategy generally;

e our dependence on our management team, and our ability to attract and retain qualified personnel;

e changes in the quality or composition of our loan or investment portfolios, including adverse developments in borrower
industries or in the repayment ability of individual borrowers;

e inaccuracy of the assumptions and estimates we make in establishing reserves for probable loan losses and other estimates;
¢ the concentration of our business within our geographic areas of operation in Louisiana;

e concentration of credit exposure;

o deteriorating asset quality and higher loan charge-offs, and the time and effort necessary to resolve problem assets;

e alack of liquidity, including as a result of a reduction in the amount of deposits we hold or other sources of liquidity;

e our potential growth, including our entrance or expansion into new markets, and the need for sufficient capital to support that
growth;

o (difficulties in identifying attractive acquisition opportunities and strategic partners that will complement our private banking
approach;

e our ability to efficiently integrate acquisitions into our operations, retain the customers of acquired businesses and grow the
acquired operations;

e the impact of litigation and other legal proceedings to which we become subject;
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e data processing system failures and errors;
e the expenses we will incur to operate as a public company;

e competitive pressures in the consumer finance, commercial finance, retail banking, mortgage lending and auto lending
industries, as well as the financial resources of, and products offered by, competitors;

e the impact of changes in laws and regulations applicable to us, including banking, securities and tax laws and regulations and
accounting standards, as well as changes in the interpretation of such laws and regulations by our regulators;

e changes in the scope and costs of FDIC insurance and other coverages;
e governmental monetary and fiscal policies;

e hurricanes, other natural disasters and adverse weather; oil spills and other man-made disasters; acts of terrorism, an outbreak of
hostilities or other international or domestic calamities, acts of God and other matters beyond our control; and

e other circumstances, many of which are beyond our control.

The foregoing factors should not be construed as exhaustive and should be read together with the other cautionary statements included
herein. If one or more events related to these or other risks or uncertainties materialize, or if our underlying assumptions prove to be
incorrect, actual results may differ materially from what we anticipate. Accordingly, you should not place undue reliance on any such
forward-looking statements.

Any forward-looking statement speaks only as of the date on which it is made, and we do not undertake any obligation to publicly
update or review any forward-looking statement, whether as a result of new information, future developments or otherwise. New
factors emerge from time to time, and it is not possible for us to predict which will arise. In addition, we cannot assess the impact of
each factor on our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially
from those contained in any forward-looking statements. We qualify all of our forward-looking statements by these cautionary
statements.

Overview

Our principal business is lending to and accepting deposits from individuals and small to medium-sized businesses. We generate our
income principally from interest on loans and, to a lesser extent, our securities investments, as well as from fees charged in connection
with our various loan and deposit services and gains on the sale of loans and securities. Our principal expenses are interest expense on
interest-bearing customer deposits and borrowings, salaries, employee benefits, occupancy costs, data processing and operating
expenses. We measure our performance through our net interest margin, return on average assets, and return on average equity, among
other metrics, while maintaining appropriate regulatory leverage and risk-based capital ratios.

Financial Condition and Results of Operations

Our total assets grew to $879.4 million at December 31, 2014, an increase of 38% from $634.9 million at December 31, 2013, while our
total deposits grew 18% from $532.6 million at December 31, 2013, to $628.1 million at December 31, 2014. Net income for the year
ended December 31, 2014 was $5.4 million, or an increase of 70%, compared to $3.2 million for the year ended December 31, 2013.
These substantial increases in our total assets, total deposits and net income were driven by a number of factors, including the following:

e Consummation of our acquisition of First Community Bank, or FCB, on May 1, 2013, which contributed assets with a fair value on
the acquisition date of $99.2 million, deposits with a fair value of $86.5 million, $4.5 million in capital and two branches located in
our New Orleans and Hammond markets. We recorded a bargain purchase gain of $0.9 million in connection with the FCB merger.

e Expansion into the Lafayette, Louisiana region, which included the opening of a branch in the fourth quarter of 2013. This new
branch contributed $22.9 million and $11.5 million to our total gross loans and $78.7 million and $28.0 million to our total
deposits at December 31, 2014 and 2013, respectively.

e The opening of the Highland Road branch in Baton Rouge, Louisiana on August 1, 2014. This new branch contributed $21.1
million to our total gross loans and $45.1 million to our total deposits at December 31, 2014.

e Hiring a number of key bankers in the past two years, including experienced commercial lenders and their teams in the New
Orleans market and private bankers and their teams in the Lafayette market.
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Non-GAAP Financial Measures

Our accounting and reporting policies conform to accounting principles generally accepted in the United States, or GAAP, and the
prevailing practices in the banking industry. However, we also evaluate our performance based on certain additional metrics. The
efficiency ratio, tangible book value per share and the ratio of tangible equity to tangible assets are not financial measures recognized
under GAAP and, therefore, are considered non-GAAP financial measures.

Our management, banking regulators, many financial analysts and other investors use these non-GAAP financial measures to compare
the capital adequacy of banking organizations with significant amounts of preferred equity and/or goodwill or other intangible assets,
which typically stem from the use of the purchase accounting method of accounting for mergers and acquisitions. Tangible equity,
tangible assets, tangible book value per share or related measures should not be considered in isolation or as a substitute for total
stockholders’ equity, total assets, book value per share or any other measure calculated in accordance with GAAP. Moreover, the
manner in which we calculate tangible equity, tangible assets, tangible book value per share and any other related measures may differ
from that of other companies reporting measures with similar names. The following table reconciles, as of the dates set forth below,
stockholders’ equity (on a GAAP basis) to tangible equity and total assets (on a GAAP basis) to tangible assets and calculates both our
tangible book value per share and efficiency ratio.

As of and for the year ended December 31,

2014 2013 2012 2011 2010
Total stockholders' equity -
GAAP. ..ot $ 103,384 $ 55,483 $ 43,553  § 35,166 $ 16,814
Adjustments:
GoodWill.......coeeneinininnnne 2,684 2,684 2,684 2,684 -
Other intangibles................... 532 573 145 155 -
Tangible equity..............c......... 100,168 52,226 40,724 32,327 16,814
Total assets - GAAP.........c....... $ 879,354 3 634,946 $ 375,446 $ 279,330 $ 209,465
Adjustments:
GoodWill......coeereinircinnne 2,684 2,684 2,684 2,684 -
Other intangibles................... 532 573 145 155 -
Tangible assets.......................... 876,138 631,689 372,617 276,491 209,465
Total shares outstanding
Book value per share.................. $ 1424 $ 14.06 $ 13.56 S 12.82 $ 11.46
Effect of adjustment................... (0.45) (0.82) (0.88) (1.03) -
Tangible book value per share.... $ 1379 $ 1324 $ 1268 $ 11.79  $ 11.46
Total equity to total assets.......... 11.76% 8.74% 11.60% 12.59% 8.03%
Effect of adjustment................... (0.33) (0.47) (0.67) (0.90) -
Tangible equity to tangible
ASSELS....oouiiiicieeeeee 11.43% 8.27% 10.93% 11.69% 8.03%
Efficiency ratio .........................
Noninterest expense ................... $ 24384 $ 19,024 $ 11,645 $ 8,615 § 6,195
Income before noninterest
EXPENSC....envrvenerrereaerrerenereenenes 30,926 23,340 14,985 10,116 7,293
Provision .......cccoceeevenvercncnencenn 1,628 1,026 685 639 1,019
Efficiency ratio ........................ 74.90% 78.07% 74.32% 80.10% 74.53%

Critical Accounting Policies

The preparation of our consolidated financial statements in accordance with GAAP requires us to make estimates and judgments that
affect our reported amounts of assets, liabilities, income and expenses and related disclosure of contingent assets and liabilities.
Wherever feasible, we utilize third-party information to provide management with these estimates. Although independent third parties
are engaged to assist us in the estimation process, management evaluates the results, challenges assumptions used and considers other
factors which could impact these estimates. Actual results may differ from these estimates under different assumptions or conditions.

For more detailed information about our accounting policies, please refer to Note 1, Summary of Significant Accounting Policies, in
the Notes to Consolidated Financial Statements contained in Item 8, Financial Statements and Supplementary Data. The following
discussion presents an overview of some of our accounting policies and estimates that require us to make difficult, subjective or
complex judgments about inherently uncertain matters when preparing our financial statements. We believe that the judgments,
estimates and assumptions that we use in the preparation of our consolidated financial statements are appropriate.
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Allowance for Loan Losses. One of the accounting policies most important to the presentation of our financial statements relates to
the allowance for loan losses and the related provision for loan losses. The allowance for loan losses is established as losses are
estimated through a provision for loan losses charged to earnings. The allowance for loan losses is based on the amount that
management believes will be adequate to absorb probable losses inherent in the loan portfolio based on, among other things,
evaluations of the collectability of loans and prior loan loss experience. The evaluations take into consideration such factors as
changes in the nature and volume of the loan portfolio, overall portfolio quality, review of specific problem loans and current
economic conditions that may affect borrowers’ ability to pay. Another component of the allowance is losses on loans assessed as
impaired under Financial Accounting Standards Board (“FASB”’) Accounting Standards Codification (“ASC”) Topic 310, Receivables
(“ASC 3107”). The balance of the loans determined to be impaired under ASC 310 and the related allowance is included in
management’s estimation and analysis of the allowance for loan losses. Allowances for impaired loans are generally determined based
on collateral values or the present value of estimated cash flows.

The determination of the appropriate level of the allowance is inherently subjective as it requires estimates that are susceptible to
significant revision as more information becomes available. We have an established methodology to determine the adequacy of the
allowance for loan losses that assesses the risks and losses inherent in our portfolio and portfolio segments. We have an internally
developed model that requires significant judgment to determine the estimation method that fits the credit risk characteristics of the
loans in our portfolio and portfolio segments. Qualitative and environmental factors that may not be directly reflected in quantitative
estimates include: asset quality trends, changes in loan concentrations, new products and process changes, changes and pressures from
competition, changes in lending policies and underwriting practices, trends in the nature and volume of the loan portfolio, and national
and regional economic trends. Changes in these factors are considered in determining changes in the allowance for loan losses. The
impact of these factors on our qualitative assessment of the allowance for loan losses can change from period to period based on
management’s assessment of the extent to which these factors are already reflected in historic loss rates. The uncertainty inherent in
the estimation process is also considered in evaluating the allowance for loan losses.

Acquisition Accounting. We account for our acquisitions under ASC Topic 805, Business Combinations (“ASC 805”), which requires
the use of the purchase method of accounting. All identifiable assets acquired, including loans, are recorded at fair value (which is
discussed below). If the consideration given exceeds the fair value of the net assets received, goodwill is recognized. If the fair value
of the net assets received exceeds the consideration given, a bargain purchase gain is recognized. In accordance with ASC 805,
estimated fair values are subject to adjustment up to one year after the acquisition date to the extent that additional information relative
to closing date fair values becomes available. Material adjustments to acquisition date estimated fair values are recorded in the period
in which the acquisition occurred, and as a result, previously reported results are subject to change.

Because the fair value measurements incorporate assumptions regarding credit risk, no allowance for loan losses related to the
acquired loans is recorded on the acquisition date. The fair value measurements of acquired loans are based on estimates related to
expected prepayments and the amount and timing of undiscounted expected principal, interest and other cash flows. The fair value
adjustment is amortized over the life of the loan using the effective interest method.

The Company accounts for acquired impaired loans under ASC Topic 310-30, Loans and Debt Securities Acquired with Deteriorated
Credit Quality (“ASC 310-30”). An acquired loan is considered impaired when there is evidence of credit deterioration since
origination and it is probable at the date of acquisition that we will be unable to collect all contractually required payments. ASC 310-
30 prohibits the carryover of an allowance for loan losses for acquired impaired loans. Over the life of the acquired loans, we
continually estimate the cash flows expected to be collected on individual loans or on pools of loans sharing common risk
characteristics. As of the end of each fiscal quarter, we evaluate the present value of the acquired loans using the effective interest
rates. For any increases in cash flows expected to be collected, we adjust the amount of accretable yield recognized on a prospective
basis over the loan’s or pool’s remaining life, while we recognize a provision for loan loss in the consolidated statement of operations
if the cash flows expected to be collected have decreased.

Fair Value Measurement. Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, using assumptions market participants would use when
pricing an asset or liability. Fair value is best determined based upon quoted market prices. In cases where quoted market prices are
not available, fair values are based on estimates using present value or other valuation techniques. Those techniques are significantly
affected by the assumptions used, including the discount rate and estimates of future cash flows, and the fair value estimates may not
be realized in an immediate settlement of the instruments. Accordingly, the aggregate fair value amounts presented do not necessarily
represent our underlying value.
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The definition of fair value focuses on exit price in an orderly transaction (that is, not a forced liquidation or distressed sale) between
market participants at the measurement date under current market conditions. If there has been a significant decrease in the volume
and level of activity for the asset or liability, a change in valuation technique or the use of multiple valuation techniques may be
appropriate. In such instances, determining the price at which willing market participants would transact at the measurement date
under current market conditions depends on the facts and circumstances and requires use of significant judgment. The fair value is a
reasonable point within the range that is most representative of fair value under current market conditions.

In accordance with fair value guidance, we group our financial assets and financial liabilities measured at fair value in three levels,
based on the markets in which the assets and liabilities are traded and the reliability of the assumptions used to determine fair value.

e Level 1 — Valuation is based on quoted prices in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date. Level 1 assets and liabilities generally include debt and equity securities that are
traded in an active exchange market. Valuations are obtained from readily available pricing sources for market transactions
involving identical assets or liabilities.

e Level 2—Valuation is based on inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly. The valuation may be based on quoted prices for similar assets or liabilities; quoted prices
in markets that are not active; or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the asset or liability.

e Level 3—Valuation is based on unobservable inputs that are supported by little or no market activity and that are significant to
the fair value of the assets or liabilities. Level 3 assets and liabilities include financial instruments whose value is determined
using pricing models, discounted cash flow methodologies, or similar techniques, as well as instruments for which
determination of fair value requires significant management judgment or estimation.

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the
fair value measurement.

Other-Than-Temporary-Impairment on Investment Securities. On a quarterly basis, we evaluate our investment portfolio for other-
than-temporary-impairment (“OTTI”) in accordance with ASC Topic 320, Investments — Debt and Equity Securities. An investment
security is considered impaired if the fair value of the security is less than its cost or amortized cost basis. When impairment of an
equity security is considered to be other-than-temporary, the security is written down to its fair value and an impairment loss is
recorded in earnings. When impairment of a debt security is considered to be other-than-temporary, the security is written down to its
fair value. The amount of OTTI recorded as a loss in earnings depends on whether we intend to sell the debt security and whether it is
more likely than not that we will be required to sell the security before recovery of its amortized cost basis. If we intend to sell the
debt security or more likely than not will be required to sell the security before recovery of its amortized cost basis, the entire
difference between the security’s amortized cost basis and its fair value is recorded as an impairment loss in earnings. If we do not
intend to sell the debt security and it is not more likely than not that we will be required to sell the security before recovery of its
amortized cost basis, OTTI is separated into the amount representing credit loss and the amount related to all other market factors. The
amount related to credit loss is recognized in earnings. The amount related to other market factors is recognized in other
comprehensive income, net of applicable taxes.

Intangible Assets. Our intangible assets consist of goodwill and core deposit intangibles. Goodwill represents the excess of the
purchase price over the fair value of the net identifiable assets acquired in a business combination. Goodwill and other intangible
assets deemed to have an indefinite useful life are not amortized but instead are subject to review for impairment annually, or more
frequently if deemed necessary, in accordance with ASC Topic 350, Intangibles — Goodwill and Other. Intangible assets with
estimable useful lives are amortized over their respective estimated useful lives and reviewed for impairment in accordance with ASC
Topic 360, Property, Plant, and Equipment. If impaired, the asset is written down to its estimated fair value. Core deposit intangibles
representing the value of the acquired core deposit base are generally recorded in connection with business combinations involving
banks and branch locations. Our policy is to amortize core deposit intangibles over the estimated useful life of the deposit base, either
on a straight line basis not exceeding 15 years or an accelerated basis over 10 years. The remaining useful lives of core deposit
intangibles are evaluated periodically to determine whether events and circumstances warrant revision of the remaining period of
amortization. All of our core deposit intangibles are currently amortized on a straight-line basis over 15 years.

Stock-Based Compensation. We recognize compensation expense for all stock-based payments to employees in accordance with ASC
Topic 718, Compensation — Stock Compensation. Under this accounting guidance, such payments are measured at fair value.
Determining the fair value of, and ultimately the expense we recognize related to, our stock-based payments requires us to make
assumptions regarding dividend yields, expected stock price volatility, estimated forfeitures and, as to stock options, the expected life
of the option. Changes in these assumptions and estimates can materially affect the calculated fair value of stock-based compensation
and the related expense to be recognized.
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Income Taxes. Accrued taxes represent the estimated amount payable to or receivable from taxing jurisdictions, either currently or in
the future, and are reported in our consolidated statement of operations after exclusion of non-taxable income such as interest on state
and municipal securities. Also, certain items of income and expenses are recognized in different time periods for financial statement
purposes than for income tax purposes. Thus, provisions for deferred taxes are recorded in recognition of such temporary differences.
The calculation of our income tax expense is complex and requires the use of many estimates and judgments in its determination.

Deferred taxes are determined utilizing a liability method whereby we recognize deferred tax assets for deductible temporary
differences and deferred tax liabilities for taxable temporary differences. Temporary differences are the differences between the
reported amounts of assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance when, in the
opinion of management, it is more likely than not that some portion or all of the deferred tax assets will not be realized. We adjust
deferred tax assets and liabilities for the effects of changes in tax laws and rates on the date of enactment.

The Company has adopted accounting guidance related to accounting for uncertainty in income taxes, which sets out a consistent
framework to determine the appropriate level of tax reserves to maintain for uncertain tax positions. We recognize deferred tax assets
if it is more likely than not, based on the technical merits, that the tax position will be realized or sustained upon examination. The
term “more likely than not” means a likelihood of more than 50%. A tax position that meets the more-likely-than-not recognition
threshold is initially and subsequently measured as the largest amount of tax benefit that has a greater than 50% likelihood of being
realized upon settlement with a taxing authority that has full knowledge of all relevant information. The determination of whether or
not a tax position has met the more-likely-than-not recognition threshold considers the facts, circumstances, and information available
at the reporting date and is subject to management’s judgment. Deferred tax assets are reduced by a valuation allowance when, if
based on the weight of evidence available, it is more likely than not that some portion or all of deferred tax asset will not be realized.

We recognize interest and penalties on income taxes as a component of income tax expense.

Implications of and Elections under the JOBS Act. Pursuant to the JOBS Act, an emerging growth company such as the Company
can choose to not adopt new or revised accounting standards that may be issued by the FASB until they would apply to private
companies. We have elected not to opt in to such extended transition period, which election is irrevocable. As a result of this election,
our financial statements may not be comparable to the financial statements of emerging growth companies that have opted in to this
extended transition period, but they will be comparable to those of other public companies that are neither emerging growth
companies nor emerging growth companies that have opted in to using the extended transition period. In addition, we have elected to
take advantage of the reduced disclosure requirements relating to executive compensation arrangements that is available to us so long
as we remain an emerging growth company.

Discussion and Analysis of Financial Condition

Total assets were $879.4 million at December 31, 2014, an increase of 38% from total assets of $634.9 million at December 31, 2013.
Our total assets of $634.9 million at December 31, 2013 represents a 69% increase from total assets of $375.4 million at December 31,
2012. With respect to this growth, $99.2 million is attributable to the FCB acquisition, with the remainder resulting from organic
growth in our gross loans and securities portfolio.

Loans

General. Loans, excluding loans held for sale, constitute our most significant asset, comprising 71%, 79%, and 77% of our total assets
at December 31, 2014, 2013, and 2012, respectively. Loans, excluding loans held for sale, increased $118.7 million, or 24%, to $622.8
million at December 31, 2014 from $504.1 million at December 31, 2013. Loans, excluding loans held for sale, increased $215.3
million, or 75%, to $504.1 million at December 31, 2013 from $288.8 million at December 31, 2012. Although we acquired $77.5
million of loans in connection with the acquisition of FCB in May 2013, the majority of these increases is a result of organic loan
growth.
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The table below sets forth the balance of loans, excluding loans held for sale, outstanding by loan type as of the dates presented, and
the percentage of each loan type to total loans (dollars in thousands):

December 31,

2014 2013 2012 2011 2010
Percentage of Percentage of Percentage of Percentage of Percentage of
Amount Total Loans Amount Total Loans Amount Total Loans Amount Total Loans Amount Total Loans
Mortgage loans on
real estate:
Construction and
land
development ..... $ 71,350 11.4 % $ 63,170 125 % $ 20,271 7.0 % $ 21,171 9.6 % $ 17,798 11.2%
1-4 Family............ 137,519 22.1 104,685 20.8 54,813 19.0 46,664 21.2 30,957 19.5
Multifamily ......... 17,458 2.8 14,286 2.8 1,750 0.6 1,454 0.7 1,278 0.8
Farmland............. 2,919 0.5 830 0.2 64 0.0 8 0.0 852 0.5
Nonfarm,
nonresidential
Owner
occupied........ 119,668 19.2 78,415 15.6 52,534 18.2 38,397 17.4 24,613 15.5
Nonowner
occupied........ 105,390 16.9 78,948 15.6 47,393 16.4 18,070 8.2 14,787 9.3
Commercial and
industrial .........cccooun.. 54,187 8.7 32,665 6.5 15,319 53 11,499 5.2 8,338 5.3
CoNnsumer..........eeeeees 114,299 18.4 131,096 26.0 96,609 33.5 82,986 37.7 60,068 37.9
Total loans........... $ 622,790 100.0 % $ 504,095 100.0 % $ 288,753 100.0 % $ 220,249 100.0 % $ 158,691 100.0 %

As the table above indicates, we have experienced significant growth in all loan categories, with the exception of consumer, from
2012 to 2014. Our acquisition of FCB in May 2013, our strong presence in our Baton Rouge market, and our expansion into the New
Orleans and Lafayette markets are the primary reasons for our loan growth from 2012 and 2014. Beyond the impact of the FCB
expansion and our expansion into new markets, we believe our loan growth from 2012 to 2014 is due to the successful implementation
of our relationship-driven banking strategy. The decrease in the consumer loan portfolio from 2013 to 2014 is a result of the
Company’s increase in consumer loan pool sales.

At December 31, 2014, the Company’s total business lending portfolio, which consists of loans secured by owner occupied nonfarm,
nonresidential properties and commercial and industrial loans, was $173.9 million, an increase of $62.8 million, or 57%, compared to
the business lending portfolio of $111.1 million at December 31, 2013. The business lending portfolio at December 31, 2013 increased
$43.2 million, or 64%, compared to $67.9 million at December 31, 2012.

The following table sets forth loans outstanding at December 31, 2014, which, based on remaining scheduled repayments of principal,
are due in the periods indicated, as well as the amount of loans with fixed and variable rates in each maturity range. Loans with
balloon payments and longer amortizations are often repriced and extended beyond the initial maturity when credit conditions remain
satisfactory. Demand loans, loans having no stated schedule of repayments and no stated maturity and overdrafts are reported 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 estate:
Construction and land development ............. $ 42,772 $§ 21,509 $ 2,838 §$ 3385 §$ 846 $ 71,350
14 FAMILY oo 9,765 22,182 28,475 18,325 58,772 137,519
Multifamily.......ccoooeeienieiieieeeeecee 4,567 9,420 2,080 1,257 134 17,458
Farmland.........coooovvvviiiiiiiiiiiieceeeieeeee 45 - 711 - 2,163 2919
Nonfarm, nonresidential ...............c......c........
OWRET 0CCUPIEA ..o 12,102 38,153 31,795 21,917 15,701 119,668
Nonowner occupied .......cccceeveereereeeneennnn. 6,608 44,561 31,989 13,537 8,695 105,390
Commercial and industrial ................ccccveveennne.. 14,352 16,485 12,879 10,471 - 54,187
CONSUMET ....conviiniieiiieiieiieiecreeresee e 861 52,787 58,924 1,564 163 114,299
Total 08NS .....ccoevverineninineeeieeeeeee $§ 91,072 $ 205,097 $ 169,691 $ 70,456 § 86,474 $ 622,790
Amounts With fiXed Tates . ...ovveererrerereere. $ 53212 $ 179,618 $ 157364 $ 59,023 $ 84373 $ 533,590
Amounts with variable rates.............ccccoveeevenn. 37,860 25,479 12,327 11,433 2,101 89,200
TOtal LOANS vveoeerveeereee e ereeeeseeeeesee e $ 91,072 $ 205097 $ 169691 $ 70456 $ 86,474 $ 622,790
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Loans Held for Sale. Loans held for sale increased $98.4 million, or 1,956%, to $103.4 million at December 31, 2014 from $5.0
million at December 31, 2013. The increase is primarily due to approximately $99.7 million of consumer loans being classified as held
for sale at December 31, 2014. No consumer loans were classified as held for sale at December 31, 2013 or 2012.

In 2014, we originated $170.8 million in consumer loans for sale, consisting of auto loans. There were no consumer loans originated
for sale in 2013. Due to the increase in production of consumer loans and the buyer’s postponement of two loan pool sales of
approximately $52.0 million from the fourth quarter of 2014 to the first quarter of 2015, the Company’s consumer loans held for sale
portfolio increased to $99.7 million at December 31, 2014. We sell pools of our consumer loans, typically several times per quarter, in
order to manage our concentration in consumer loans as well as to generate liquidity. For the year ended December 31, 2014, we
recognized gains from the sales of pools of our consumer loans of $1.7 million. For the year ended December 31, 2013, the gain from
sales of pools of our consumer loans was $0.2 million, an increase over gains of $34,000 from such sales for the year ended December
31, 2012, due primarily to the overall growth in our consumer loan originations and our strategy to sell the majority of consumer loans
that we originate. We expect gains from the sale of pools of our consumer loans to continue to increase as we continue to grow our
originations and continue our strategy of selling the majority of these originations.

In 2014, we originated $67.7 million in mortgage loans for sale, as compared to $88.2 million in mortgage loans for sale originated in
2013. Mortgage loans held for sale decreased $12.0 million, or 70%, to $5.0 million at December 31, 2013 from $17.0 million at
December 31, 2012. The decline is due to a decrease in originations of mortgage loans for sale, which declined from $115.0 million in
2012 to $88.2 million in 2013.

Mortgage rates in the latter half of 2011 declined to historic lows and remained at these levels through 2012 and into 2013. These low
rates spurred not only new homebuyers, but also resulted in a significant increase in refinancings. Both of these factors contributed to
the high level of mortgage originations in 2012. During the latter half of 2013 and continuing throughout 2014, mortgage rates began
to increase, resulting in a decline in originations. As these rates are expected to remain elevated in 2015 relative to their historic lows
in the past two years, we do not expect significant growth in mortgage originations.

One-to-four family mortgage loans not held in our portfolio are typically sold on a “best efforts” basis within 30 days after the loan is
funded. This means that residential real estate originations are locked in at a contractual rate with a third-party investor or directly with
government sponsored agencies, and we are obligated to sell the mortgage only if it is closed and funded. As a result, the risk we
assume is conditioned upon loan underwriting and market conditions in the national mortgage market. Although loan fees and some
interest income are derived from mortgage loans held for sale, our main source of income on these loans is gains from the loan sales in
the secondary market which is recorded in fee income on mortgage loans held for sale, net on the consolidated statements of
operations.

Loan Concentrations. Loan concentrations are considered to exist when there are amounts loaned to multiple borrowers engaged in
similar activities that would cause them to be similarly impacted by economic or other conditions. At December 31, 2014 and
December 31, 2013, we had no concentrations of loans exceeding 10% of total loans other than loans in the categories listed in the
table above.

Investment Securities

We purchase investment securities primarily to provide a source for meeting liquidity needs, with return on investment a secondary
consideration. We also use investment securities as collateral for certain deposits and other types of borrowing. Investment securities
totaled $92.8 million at December 31, 2014, an increase of $30.0 million, or 48%, from $62.8 million at December 31, 2013. The
investment securities balance at December 31, 2013 represents an $18.4 million, or 42%, increase from $44.3 million at December 31,
2012. Investment securities represented 11% of our total assets at December 31, 2014. We acquired $5.3 million in investment
securities in connection with the FCB acquisition in 2013. The increase in investment securities at December 31, 2014 compared to
December 31, 2013, as well as the remainder of the increase from 2012 to 2013, resulted from our purchases of all investment types in
our current portfolio.
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The following table shows the carrying value of our investment securities portfolio by investment type and the percentage that such
investment type comprises of our entire portfolio at the dates indicated (dollars in thousands):

December 31, 2014 December 31, 2013 December 31, 2012
Percentage of Percentage of Percentage of
Balance Portfolio Balance Portfolio Balance Portfolio
Obligations of other U.S. government agencies and
COTPOTALIONS.......vveeeveieeereeieeeteteeeeee e $ 8,339 8.98% $ 6,182 9.85% $ 4,853 10.95%
Mortgage-backed SECUTIIES ......ceeeueerurerereiieieeiieieenene 51,715 55.72 37,069 59.07 23,812 53.72
Obligations of state and political subdivisions............. 26,811 28.89 14,100 22.47 13,403 30.24
Equity mutual funds........ccooeeiiiiiieees 534 0.57 476 0.76 505 1.14
Corporate bonds .........cevvereverienieeieeieieeee e 5,419 5.84 4,925 7.85 1,753 3.95
TOtal c.eieiece e $ 922818 100.00% $ 62,752 100.00 % $44,326 100.00 %

The investment portfolio consists of available for sale and held to maturity securities. We classify debt securities as held to maturity if
management has the positive intent and ability to hold the securities to maturity. Held to maturity securities are stated at amortized
cost. Securities not classified as held to maturity or trading are classified as available for sale. The carrying values of the Company’s
available for sale securities are adjusted for unrealized gains or losses as valuation allowances, and any gains or losses are reported on
an after-tax basis as a component of other comprehensive income. Any expected credit loss due to the inability to collect all amounts
due according to the security’s contractual terms is recognized as a charge against earnings. Any remaining unrealized loss related to
other factors would be recognized in other comprehensive income, net of taxes.

In the year ended December 31, 2014, we purchased $72.2 million of investment securities, compared to purchases of $40.4 million
and $26.8 million of investment securities during the years ended December 31, 2013 and 2012, respectively. We increased our
purchases of securities in 2013, which continued throughout 2014, primarily to increase the amount of liquidity on our balance sheet
and also to reposition the portfolio to take advantage of an anticipated rising interest rate environment. Mortgage-backed securities
represented 87%, 69%, and 64% of the available for sale securities we purchased in 2014, 2013, and 2012, respectively. Of the
remaining securities purchased in 2014, 2013 and 2012, 6%, 4% and 17%, respectively, were U.S. government agency securities,
while 3%, 18%, and 11%, respectively, were municipal securities. The mortgage-backed securities that we have purchased since the
beginning of 2012 have primarily been adjustable rate securities backed by U.S. government agencies. We purchase municipal
securities to take advantage of the tax benefits associated with such securities. However, the volatility in the municipal securities
market increased over the course of 2013 and into 2014, and we expect that our level of municipal securities purchases will decrease
so long as this market remains volatile. We only purchase corporate bonds that are investment grade securities issued by seasoned
corporations.

Typically, our investment securities are available for sale. Our purchases of held to maturity securities comprised only 23% of our
total purchases in 2014. Our purchases of held to maturity securities in 2014 mainly consisted of U.S. government agency securities.
Our purchases of held to maturity securities in 2013 consisted of U.S. government agency securities that we acquired in connection
with our acquisition of FCB and mortgage-backed securities that were qualified investments for Community Redevelopment Act
purposes. We did not purchase any held to maturity securities in 2012.
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The following table sets forth the stated maturities and weighted average yields of our investment debt and equity securities based on
the amortized cost of our investment portfolio as of December 31, 2014 (dollars 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 corporations ................eceeveeens $ - -3 - - $ - - 8§ 3979 221%
Mortgage-backed securities ...........cccceecueneee - - - - - - 3,469  2.46%
Obligations of states and political

SUDAIVISIONS. ....eeeeeeeieeiieiieieee e 620 7.07% 2,815 7.07% 4,365 7.07% 7271  433%

Available for sale:
Obligations of other U.S. government

agencies and corporations .............c.cce.e..... - - - - 1,942 2.68% 2,409  2.22%
Mortgage-backed securities ...........c.cceeeennenne - - 502 2.07% 5,209 1.83% 42,192 2.20%

Obligations of states and political
SUDAIVISIONS.c..cuveveeiieriieiirceeeecreieecene 100 1.21% 469 2.11% 5,657 3.18% 5,390 3.40%
Corporate bonds .......ccceeveereereenienieieneeee - - 900 1.19% 4,516 2.25% - -
Other equity SECUTItIES .....cceevvreerriereeeiieneee - - - - - - 552 2.07%
§ 720 $ 4,686 $ 21,689 $ 65,262

The maturity of mortgage-backed securities reflects scheduled repayments based upon the contractual maturities of the securities.
Weighted average yields on tax-exempt obligations have been computed on a fully tax equivalent basis assuming a federal tax rate of
34%.

Premises and Equipment

Bank premises and equipment increased $3.8 million, or 16%, to $28.5 million at December 31, 2014 from $24.7 million at
December 31, 2013. Our acquisition of a parcel of land in Lafayette, Louisiana for a potential future branch location and the purchase
of furniture and fixtures related to our consolidation of our back office support staff to a central location are the primary reasons for
this increase. Bank premises and equipment increased $9.8 million, or 66%, to $24.7 million at December 31, 2013 from $14.9 million
at December 31, 2012. In addition to the two branches we acquired in the FCB acquisition and the opening of our de novo branch in
Lafayette, Louisiana, in 2013, we also acquired land in Gonzales, Louisiana in August 2013 and in Morgan City, Louisiana in October
2013 for future branch locations.

Deferred Tax Asset

At December 31, 2014 and December 31, 2013, our deferred tax asset was $1.1 million and $1.2 million, respectively, compared to
$0.3 million at December 31, 2012. The reason for this significant increase is due to the FCB acquisition in May 2013, as the tax basis
on the real estate owned that we acquired in the FCB acquisition exceeded its carrying value by approximately $1.9 million.

We also acquired a net operating loss carryforward of approximately $1.4 million on an after-tax basis as a result of the acquisitions of
both SLBB and FCB. At December 31, 2014, we held approximately $1.8 million in net operating loss carryforwards, with expiration
dates ranging from 2030 to 2033. U.S. tax law imposes annual limitations under the Internal Revenue Code Section 382 on the amount
of net operating loss carryforwards that may be used to offset federal taxable income. Under these laws, we may apply up to
approximately $0.6 million to offset our taxable income each year through 2015, with declining amounts thereafter as the net
operating loss carryforwards are utilized. In addition to this limitation, our ability to utilize net operating loss carryforwards depends
upon the Company generating taxable income. Given the substantial amount of time before our net operating loss carryforwards begin
to expire, we currently expect to utilize these net operating loss carryforwards in full before their expiration.
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Deposits

The following table sets forth the composition of our deposits and the percentage of each deposit type to total deposits at
December 31, 2014, 2013 and 2012 (dollars in thousands):

December 31, 2014 December 31, 2013 December 31, 2012
Percentage of Percentage of Percentage of
Total Total Total
Amount Deposits Amount Deposits Amount Deposits
Noninterest-bearing demand
deposits ....coeeeeeeieiiieniiienne $ 70,217 11.18 % $ 72,795 13.67 % $ 37,489 12.51 %
NOW accounts.........ccceeeuernenee. 116,644 18.57 77,190 14.49 43,022 14.36
Money market deposit accounts ... 77,589 12.35 67,006 12.58 46,296 15.45
Savings accounts..............ceeueenn. 53,332 8.49 52,177 9.80 30,521 10.18
Time deposits.......cceevevereenennnne 310,336 49.41 263,438 49.46 142,342 47.50
Total deposits .......ccceeereeruennene $§ 628,118 100.00 % $ 532,606 100.00 % $ 299,670 100.00 %

Total deposits were $628.1 million at December 31, 2014, an increase of $95.5 million, or 18%, from total deposits of $532.6 million
at December 31, 2013. The increase in deposits at December 31, 2014 resulted from organic growth in all of our markets.

Total deposits were $532.6 million at December 31, 2013, an increase of $232.9 million, or 78%, from total deposits of $299.7 million
at December 31, 2012. Our acquisition of FCB contributed $86.5 million in deposits, with the remainder of the increase in deposits
resulting from organic growth. Total deposits, and noninterest-bearing deposits in particular, at December 31, 2013 were slightly
inflated by a $14.0 million short-term deposit that a commercial customer made in late December 2013 that was fully withdrawn in
January 2014.

Our management is focused on growing and maintaining a stable source of funding, specifically core deposits, and allowing more
costly deposits to mature, within the context of mitigating interest rate risk and maintaining our net interest margin and sufficient
levels of liquidity. As we have grown, our deposit mix has evolved from a primary reliance on certificates of deposit, which are less
relationship driven and less dependent on the convenience of branch locations than other types of deposit accounts. As our branch
network has expanded and the reach of our relationship-driven approach to banking has grown, our mix of deposits has shifted and is
relatively balanced between transactional accounts, such as checking, savings, money market and NOW accounts, and certificates of
deposits. However, as a result of our acquisition of $47.3 million in certificates of deposit from FCB in 2013, at both December 31,
2014 and December 31, 2013, certificates of deposit represented 49% of our total deposits as compared to 48% at December 31, 2012.
In a low interest rate, relatively flat yield curve environment, we have encouraged our customers to extend their maturities by offering
higher interest rates in our certificates of deposits with maturities greater than twelve months. In the event that certain of these
certificates of deposits are not renewed and the funds are withdrawn, we intend to replace those deposits with other forms of borrowed
money or capital, or liquidate assets to reduce our funding needs.

The following table shows the contractual maturities of certificates of deposit and other time deposits greater than $100,000 at
December 31, 2014 and 2013 (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 OF 16SS.....vivieeieeeeee ettt $ 24,193 $ - 3 4,296 $ 134
Over three months through six months............cccceeeeene. 4,554 234 5,123 102
Over six months through twelve months .............cccccoceee. 7,617 208 6,456 396
Over one year through three years...........ccoccevoeneniinennnn, 8,421 128 9,435 302
OVEr three Years......coueruieriiiiiierieiiereecee e 1,386 123 2,861 141
$ 46,171  $ 693 §$ 28,171  $ 1,075
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Borrowings

Total borrowings include securities sold under agreements to repurchase, advances from the Federal Home Loan Bank (“FHLB”), a
line of credit with First National Bankers Bankshares, Inc. (“FNBB”) and junior subordinated debentures. Securities sold under
agreements to repurchase increased $2.1 million to $12.3 million at December 31, 2014 from $10.2 million at December 31, 2013.
Our advances from the FHLB were $125.8 million at December 31, 2014, an increase of $95.0 million, or 308%, from FHLB
advances of $30.8 million at December 31, 2013, mainly resulting from the timing of our consumer loan pool sales, as short term
FHLB advances were used to fund the origination of the loans included in the two loan sales that the buyers postponed from the fourth
quarter of 2014 to the first quarter of 2015. Our $3.6 million in notes payable at each of December 31, 2014 and December 31, 2013
represent the junior subordinated debentures that we assumed in connection with our acquisition of FCB. The overall increase in
borrowings was used primarily to fund loan growth.

Securities sold under agreements to repurchase increased $6.2 million to $10.2 million at December 31, 2013 from $4.0 million at
December 31, 2012 primarily a result of one new short-term repurchase agreement. Our advances from the FHLB were $30.8 million
at December 31, 2013, an increase of $4.0 million, or 15%, from FHLB advances of $26.8 million at December 31, 2012, resulting
generally from the increase in the size of our operations.

The average balances and cost of funds of short-term borrowings at December 31, 2014, 2013 and 2012 are summarized as follows
(dollars in thousands):

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

Federal funds purchased and other

short-term borrowings.............cccveveveververeennnas $ 16,521 $ 19 § 2 0.16 % 0.76 % 0.76 %
Securities sold under agreements

tO TEPUICNASE ...t 11,828 7,608 5,472 0.23 0.15 0.20

Total short-term borrowings .................... $ 28349 § 7627 $ 5,474 0.19 % 0.15 % 0.20 %

Results of Operations
Performance Summary

2014 vs. 2013. For the year ended December 31, 2014, net income was $5.4 million, or $0.98 per basic share and $0.93 per diluted
share, compared to net income of $3.2 million, or $0.86 per basic share and $0.81 per diluted share, for the year ended December 31,
2013. The increase in our net income was primarily driven by higher levels of net interest income resulting from strong organic loan
growth as well as the increase in loans as a result of the FCB acquisition, offset, in part, by a slight decrease in yields on interest-
earning assets. Return on average assets increased to 0.73% for the year ended December 31, 2014 from 0.64% for the year ended
December 31, 2013 primarily on account of increases in interest income and noninterest income. Return on average equity was 6.8%
for the year ended December 31, 2014 as compared to 6.1% for the year ended December 31, 2013.

2013 vs. 2012. Net income was $3.2 million, or $0.86 per basic share and $0.81 per diluted share, for the year ended December 31,
2013 compared to net income of $2.4 million, or $0.79 per basic share and $0.71 per diluted share, for the same period in 2012. The
increase in our net income was primarily driven by the bargain purchase gain and higher levels of net interest income resulting from
our strong organic loan growth as well as the increase in loans as a result of the FCB acquisition, offset, in part, by declining yields on
interest-earning assets. Return on average assets declined to 0.64% for the year ended December 31, 2013 from 0.74% for 2012
primarily as a result of merger-related expenses, an increase in occupancy expenses related to real estate owned acquired in the FCB
acquisition and our de novo branch facilities. Return on average equity was 6.1% for the year ended December 31, 2013 as compared
to 5.9% for the year ended December 31, 2012.

Net Interest Income and Net Interest Margin

Net interest income, which is the largest component of our earnings, is the difference between interest earned on assets and the cost of
interest-bearing liabilities. The primary factors affecting net interest income are the volume, yield and mix of our rate-sensitive assets
and liabilities as well as the amount of our nonperforming loans and the interest rate environment.
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The primary factors affecting net interest margin are changes in interest rates, competition and the shape of the interest rate yield
curve. The decline in interest rates since 2008 has put significant downward pressure on net interest margin over the past few years.
Each rate reduction in interest rate indices (and, in particular, the prime rate, rates paid on U.S. Treasury securities and the London
Interbank Offering Rate) resulted in a reduction in the yield on our variable rate loans indexed to one of these indices. However, rates
on our deposit and other interest-bearing liabilities did not decline proportionally. To offset the effects on our net interest income and
net interest margin from the prevailing interest rate environment, we have attempted to focus our interest-earning assets in loans and
shift our interest-bearing liabilities from higher-costing deposits, like certificates of deposit, to noninterest-bearing and other lower
cost deposits.

2014 vs. 2013. Net interest income increased 40% to $26.7 million for the year ended December 31, 2014 from $19.0 million for the
same period in 2013. Net interest margin was 3.85% for the year ended December 31, 2014, down 25 basis points from 4.10% for the
year ended December 31, 2013. The increase in net interest income resulted from increases in the volume of interest-earning assets
and decreases in the cost of interest-bearing liabilities, offset by declines in the rate paid on interest-earnings assets and an increase in
the volume of interest-bearing liabilities. These changes were driven both by the impact of the assets acquired and liabilities assumed
in connection with the FCB acquisition as well as organic loan and deposit growth. For the year ended December 31, 2014, average
loans increased approximately $195.2 million as compared to the same period in 2013, while average investment securities increased
approximately $24.4 million.

Interest income was $31.4 million for the year ended December 31, 2014 compared to $22.5 million for the same period in 2013. Loan
interest income made up substantially all of our interest income for the years ended December 31, 2014 and 2013. Interest on our
nonfarm, nonresidential commercial real estate loans, our 1-4 family residential real estate loans and our consumer loans constituted
the three largest components of our loan interest income for the years ended December 31, 2014 and 2013 at 79% each for such
periods. The prolonged low interest rate environment contributed to a lower yield on earning assets, offset by the increases in interest-
earning assets, described above. The overall yield on interest-earning assets decreased thirty-three basis points to 4.52% for the year
ended December 31, 2014 as compared to 4.85% for the same period in 2013. The loan portfolio yielded 4.99% for the year ended
December 31, 2014 as compared to 5.34% for the year ended December 31, 2013, while the yield on the investment portfolio was
1.69% for the year ended December 31, 2014 as compared to 1.41% for the year ended December 31, 2013.

Interest expense was $4.7 million for the year ended December 31, 2014, an increase of $1.2 million compared to interest expense of
$3.5 million for the year ended December 31, 2013, as a result in an increase in volume of interest-bearing liabilities, offset by a
decrease in cost. Average interest-bearing liabilities increased approximately $186.6 million for the year ended December 31, 2014 as
compared to the same period in 2013 as a result of the FCB acquisition and our organic deposit growth. The cost of interest-bearing
liabilities decreased seven basis points to 0.80% for the year ended December 31, 2014 compared to the same period in 2013,
primarily as a result of lower rates overall. In particular, the weighted average rate paid on certificates of deposit decreased seven basis
points during the year ended December 31, 2014 compared to same period in 2013. Competitive factors and the general interest rate
environment, as well as the impact of our strategy to cross-sell using lower cost deposits, drove the decrease in deposit rates.

2013 vs. 2012. Net interest income increased 58% to $19.0 million for the year ended December 31, 2013 from $12.0 million for the
same period in 2012. Net interest margin was 4.10% for 2013, up six basis points from 4.04% for 2012. The increase in net interest
income resulted from increases in the volume of interest-earning assets and decreases in the cost of interest-bearing liabilities, offset
by declines in the rate paid on interest-earnings assets and an increase in the volume of interest-bearing liabilities. These changes were
driven both by the impact of the assets acquired and liabilities assumed in connection with the FCB acquisition as well as organic loan
and deposit growth. For 2013, average loans increased approximately $155.0 million as compared to 2012, while average investment
securities increased approximately $15.0 million as compared to 2012. The acquisition of FCB increased the average balance of
interest-earning assets by $48.3 million, with an average yield of 6.72%, and increased the average balance of interest-bearing
liabilities by $48.8 million, with an average cost of 0.61%, for 2013.

Interest income was $22.5 million for 2013 compared to $14.6 million for 2012. As the average balances table below illustrates, loan
interest income made up virtually all of our interest income in 2013 and 2012. Interest on our nonfarm, nonresidential commercial real
estate loans, our 1-4 family residential real estate loans and our consumer loans constituted the three largest components of our loan
interest income for 2013 and 2012, at 79% and 85%, respectively, for such years. Interest income generated from the two branches
acquired from FCB was approximately $3.2 million for the year ended December 31, 2013. The prolonged low interest rate
environment contributed to a lower yield on earning assets, offset by the increases in interest-earning assets, described above. The
overall yield on interest-earning assets decreased four basis points to 4.85% for 2013 as compared to 4.89% for 2012. The loan
portfolio yielded 5.34% for 2013 as compared to 5.56% for 2012, while the yield on the investment portfolio was 1.41% for 2013 as
compared to 1.48% for 2012.
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Interest expense was $3.5 million for 2013, an increase of $1.0 million compared to interest expense of $2.5 million for 2012, as a
result in an increase in volume of interest-bearing liabilities, offset by a decrease in cost. Average interest-bearing liabilities increased
approximately $144 million in 2013 as compared to 2012 as a result of the FCB acquisition and our organic growth. Interest expense
attributable to the two branches acquired from FCB was approximately $0.3 million for the year ended December 31, 2013. At the
same time, the cost of interest-bearing liabilities decreased 14 basis points to 0.87% for 2013 compared to 1.01% for 2012, primarily
as a result of lower rates overall and with respect to certificate of deposit rates in particular during 2013 as compared to 2012. We
were able to reduce the weighted average rate paid on our certificates of deposits from 1.28% in 2012 to 1.05% in 2013. Competitive
factors and the general interest rate environment, as well as the impact of our strategy to cross-sell using lower cost deposits, drove the
decrease in deposit rates.

Average Balances and Yields. The following table sets forth average balance sheet data, including all major categories of interest-
earning assets and interest-bearing liabilities, together with the interest earned or paid and the average yield or rate paid on each such
category as of and for the years ended December 31, 2014, 2013 and 2012. Averages presented below are daily averages (dollars in
thousands):

As of and for the year ended December 31,

2014 2013 2012
Interest Interest Interest
Average Income/ Average Income/ Average Income/
Balance  Expense” Yield/ Rate'” Balance  Expense” Yield/ Rate'” Balance  Expense” Yield/ Rate"
Assets
Interest-earning assets:
Loans......ccccoeeevecreeeeceeeieenenn, $601,238 $29,979 4.99 % $405,997 $21,686 5.349%$251,269 $13,968 5.56%
Securities:
Taxable .....cccoveevveerienrenne, 66,384 945 1.42 39,957 414 1.04 28,067 289 1.03
Tax-exempt.......cccvevennenne. 12,652 394 3.11 14,685 354 2.41 12,107 307 2.54
Interest-earning balances with
banks ......cceeveerieeiieiieieeieis 13,060 51 0.39 2,977 18 0.60 6,838 23 0.34
Total interest-earning assets.... 693,334 31,369 452 463,616 22472 4.85 298,281 14,587 4.89
Cash and due from banks........ 5,668 7,285 3,086
Intangible assets............ceeuenn. 3,235 3,124 2,834
Other assets .........coovveeeeevveeeenns 36,617 25,397 17,220
Allowance for loan losses........ (3,877) (2,737) (2,083)
Total aSSets.......cccvevvvvvveveennee. $734,977 $496,685 $319,338
Liabilities and stockholders'
equity
Interest-bearing liabilities:
Deposits:
Interest-bearing demand .... $173,715 $ 1,078 0.62%%$113,097 $ 726 0.64%9$ 82,437 § 558 0.68 %
Savings deposits ................ 52,881 361 0.68 42,774 299 0.70 26,654 206 0.77
Time deposits..........cceu.e... 288,837 2,834 0.98 208,036 2,179 1.05 124,630 1,597 1.28
Total interest-bearing deposits... 515,433 4,273 0.83 363,907 3,204 0.88 233,721 2,361 1.01
Short-term borrowings ............ 28,349 54 0.19 7,627 12 0.16 5,474 11 0.20
Long-term debt............ccc...... 39,376 348 0.88 24,990 244 0.98 13,288 170 1.28
Total interest-bearing liabilities ... 583,158 4,675 0.80 396,524 3,460 0.87 252,483 2,542 1.01
Noninterest-bearing deposits... 67,639 47,564 25,736
Other liabilities...........c.cveu... 4,809 1,527 1,108
Stockholders' equity ................ 79,371 51,070 40,011
Total liabilities and
stockholders’ equity ............. $734,977 $496,685 $319,338
Net interest income/net interest
MATZIN .o $26,694 3.85% $19,012 4.10% $12,045 4.04 %

(1) Interest income and net interest margin are expressed as a percentage of average interest-earning assets outstanding for the
indicated periods. Interest expense is expressed as a percentage of average interest-bearing liabilities for the indicated periods.
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Nonaccrual loans were included in the computation of average loan balances but carry a zero yield. The yields include the effect of
loan fees, $2.3 million, $1.5 million and $0.9 million for the years ended December 31, 2014, 2013 and 2012, respectively, and
discounts and premiums that are amortized or accreted to interest income or expense.

Volume/Rate Analysis. The following table sets forth a summary of the changes in interest earned and interest paid resulting from
changes in volume and rates for the year ended December 31, 2014 compared to the year ended December 31, 2013 (dollars in
thousands):

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

Volume Rate Net®
Interest income:
LLOAMNS .ttt bbbttt e $ 10,429 $ (2,136) $ 8,293
Securities:
TAXADIE ...t 274 257 531
D T G55 111 ] SRS 49) 89 40
Interest-earning balances with banks ...........ccccoooeiiiiniiiiininieieeees 61 (28) 33
Total interest-earning aSSELS .........ccceeereeereeriesienieseseseeeeeeeeneeneeneenes 10,715 (1,818) 8,897
Interest expense:
Interest-bearing demand deposits...........eoererirereniniiieee e 389 (37) 352
SAVINGS AEPOSIES -..eeeeeieiieiiieiieetieste ettt ete ettt ettt ae et eneesseesneeees 71 9) 62
TIME AEPOSIES ..ottt ettt ettt 846 (191) 655
ShOrt-term DOTTOWINGS ....cveeeieieeiieetiestierieete ettt 33 9 42
Long-term debt.......cooiiiieiee e 140 (36) 104
Total interest-bearing liabilities ..........ccceeerrereiiiienierieceeeeeeee 1,479 (264) 1,215
Change in net interest iNCOME ..........ccovveveeririeieriieieieeeeeree e $ 9,236 $ (1,554) $ 7,682
(1) Changes in interest due to both volume and rate have been allocated on a pro-rata basis using the absolute ratio value of amounts
calculated.
Noninterest Income

Noninterest income includes, among other things, fees generated from our deposit services and in connection with our mortgage loan
activities, securities gains, gains on sale of consumer loans and a non-recurring bargain purchase gain resulting from the FCB
acquisition in May 2013. We expect to continue to develop new products that generate non-interest income, and enhance our existing
products, in order to diversify our revenue sources.

2014 vs. 2013. Total noninterest income increased $0.5 million, or 9%, to $5.9 million for the year ended December 31, 2014
compared to $5.4 million for the year ended December 31, 3013. The increase is primarily due to the increase in gain on sale of
consumer loans.

Fee income on mortgage loans held for sale is the largest component of our noninterest income. These fees decreased $0.7 million to
$2.1 million for the year ended December 31, 2014 from $2.8 million for the year ended December 31, 2013, as originations of
mortgage loans held for sale decreased. The decrease in such fee income, as well as our originations of mortgage loans held for sale, is
due to an industry-wide increase in mortgage loan rates in the latter half of 2013. As interest rates remain high relative to prior years,
we expect our mortgage loan originations, as well as fee income on mortgage loans held for sale, to remain flat and possibly even
decline during 2015.

Gains on the sale of loans, other than mortgage loans, for the year ended December 31, 2014 were $1.7 million, an increase of $1.5
million from $0.2 million at December 31, 2013. These gains were generated by sales of pools of our consumer loans and increased
from the prior year as a result of the growth in our consumer loan originations.

Service charges on deposit accounts include maintenance fees on accounts, account enhancement charges for additional deposit
account features, per item charges and overdraft fees. Service charges on deposits increased 43% to $0.3 million for the year ended
December 31, 2014 as compared to $0.2 million for the same period in 2013 as a result of opening two new branches, one in
Lafayette, Louisiana in the fourth quarter of 2013 and one in Baton Rouge, Louisiana in the third quarter of 2014, as well as our
organic deposit growth.

48



Gains on the sale of investment securities for the year ended December 31, 2014 decreased $0.1 million, or 24%, to $0.3 million from
$0.4 million for the same period in 2013. We sold approximately $31.6 million in securities for the year ended December 31, 2014,
compared to sales of $16.6 million for the year ended December 31, 2013.

Gains on the sale of real estate owned for the year ended December 31, 2014 increased $0.1 million, or $137%, to $0.2 million from
$0.1 million for the same period in 2013. We sold approximately $1.3 million of real estate owned for the year ended December 31,
2014, compared to sales of $1.6 million for the year ended December 31, 2013.

Other operating income was $1.2 million for the year ended December 31, 2014 compared to $0.6 million for the same period in 2013.
Other operating income consists of interchange fees, ATM surcharge income, loan servicing fees and rental income.

2013 vs. 2012. Total noninterest income increased $1.7 million, or 48%, to $5.4 million for the year ended December 31, 2013 as
compared to $3.6 million for the year ended December 31, 2012 primarily due to the FCB acquisition. We recorded a bargain
purchase gain in the amount of $0.9 million as a result of such acquisition. This gain represents the amount that the net estimated fair
value of the assets acquired and the liabilities assumed in the FCB acquisition exceeded the consideration we paid to FCB
shareholders in the merger.

Fee income on mortgage loans held for sale decreased 9%, to $2.8 million in 2013 from $3.1 million in 2012, as originations of
mortgage loans held for sale decreased from $115.0 million in 2012 to $88.2 million in 2013. Such fee income as well as our mortgage
originations declined for the same reasons described above with respect to the year ended December 31, 2014 as compared to the
corresponding period in 2013.

Gains on the sale of loans, other than mortgage loans, in 2013 increased to $0.2 million as compared to $34,000 in 2012. These gains
were generated by sales of pools of our consumer loans and increased from the prior year as a result of the growth in our consumer
loan originations.

Service charges on deposit accounts include maintenance fees on accounts, account enhancement charges for additional deposit
account features, per item charges and overdraft fees. Service charges on deposits increased 82% to $0.2 million in 2013 as compared
to $0.1 million in 2012. Approximately 78% of this increase is due to increased deposits resulting from the FCB acquisition, with the
remainder of the increase attributable to our organic deposit growth.

Gains on the sale of investment securities for the year ended December 31, 2013 increased $0.3 million, or 222%, to $0.4 million from
$0.1 million for the same period in 2012. We sold approximately $16.6 million in securities in 2013, as compared to sales of $6.7
million in securities in 2012.

Gain on sales of real estate owned increased to $0.1 million for the year ended December 31, 2013 from $2,000 for the same period in
2012. Our real estate owned and sales of real estate owned increased due to the acquisition of FCB, with approximately $1.6 million
of the real estate owned acquired in the FCB acquisition remaining in the portfolio at December 31, 2013.

Other operating income was $0.6 million in 2013 as compared to $0.2 million in 2012. Other operating income consists of interchange
fees, ATM surcharge income, loan servicing fees and rental income.

Noninterest Expense

Noninterest expense includes salaries and benefits and other costs associated with the conduct of our operations. We are committed to
managing our costs within the framework of our operating strategy. However, since we are focused on growth both organically and
through acquisition, we expect our expenses to continue to increase as we add employees and physical locations to accommodate our
growing franchise.

2014 vs. 2013. Total noninterest expense was $24.4 million for the year ended December 31, 2014, an increase of $5.4 million, or
28%, from $19.0 million for the year ended December 31, 2013. This increase was a result of increased costs associated with our
expanded operations as a result of the FCB acquisition, the expansion into the Lafayette market including the opening of our Lafayette
branch, the opening of our Highland branch in Baton Rouge, and our organic growth.

Salaries and employee benefits increased $2.8 million, or 24%, to $14.6 million for the year ended December 31, 2014, compared to
$11.8 million for the year ended December 31, 2013. Staff levels increased to 179 full-time equivalent employees at December 31,
2014 compared to 163 full-time equivalent employees at December 31, 2013, accounting for most of the increase in salary and
benefits expense. Twenty-four employees joined the Bank upon the completion of the FCB acquisition. Another component of the
increase was the opening of the Lafayette branch in the fourth quarter of 2013.
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Net occupancy and equipment expense increased 28% to $2.4 million for the year ended December 31, 2014 from $1.9 million for the
year ended December 31, 2013. This increase is primarily attributable to the costs associated with the two branches we acquired in the
FCB acquisition and the costs associated with our new branches in Lafayette and Baton Rouge.

Data processing expenses increased to $1.3 million for the year ended December 31, 2014 from $0.8 million for the year ended
December 31, 2013. This increase is primarily a result of the growth resulting from the FCB merger, the opening of two new branches
in Lafayette and Baton Rouge, as well as our organic growth. Data processing expenses are also related to the number of consumer
loans that we service, and fluctuations in this portfolio will affect the amount of data processing expense. Software amortization and
expenses increased to $0.5 million for the year ended December 31, 2014 from $0.4 million for the same period in 2013. This increase
can be attributed to the increased servicing volume of consumer loans.

Other expenses include an increase in FDIC and OFI assessments of $0.2 million to $0.5 million for the year ended December 31,
2014 compared to $0.3 million for the year ended December 31, 2013 due to our increase in average total assets.

Other operating expenses include security, business development, charitable contributions, training, filing fees and duplicating costs.
Other operating expenses increased $0.4 million to $2.6 million for the year ended December 31, 2014 from $2.2 million for the same
period in 2013. The increase is primarily the result of the FCB acquisition, the opening of two new branches and our organic growth.
Included in other operating expenses for 2014 is $41,000 of amortization expense related to the amortization of our core deposit
intangible associated with the FCB and SLBB acquisitions.

2013 vs. 2012. Total noninterest expense was $19.0 million for the year ended December 31, 2013, an increase of $7.4 million, or
63%, from $11.6 million for the year ended December 31, 2012. This increase was a result of cost increases associated with our
expansion as a result of the FCB acquisition and our organic growth, including the costs associated with opening two new branches as
well as our operations center and costs incurred to update our software to accommodate our indirect auto lending. In 2013, we
recorded approximately $0.3 million in one-time merger-related expenses associated with the FCB acquisition, which is included in
other operating expenses.

Salaries and employee benefits increased $4.3 million, or 58%, to $11.8 million in 2013, as compared to $7.5 million in 2012. Staff
levels increased to 163 full-time equivalent employees at December 31, 2013 as compared to 100 full-time equivalent employees at
December 31, 2012, accounting for most of the increase in salary and benefits expense. In addition to the 24 employees who joined us
upon the completion of the FCB acquisition, we also experienced a full year’s impact of the personnel we added in connection with
the opening of our two de novo branches in the New Orleans markets in December 2012.

Net occupancy and equipment expense increased 68% to $1.9 million in 2013 from $1.1 million for 2012. This increase is primarily
attributable to the costs associated with the two branches we acquired in the FCB acquisition and the costs of constructing our
permanent branch in Lafayette.

Data processing expenses increased to $0.8 million in 2013 from $0.5 million in 2012. This increase is primarily a result of the
conversion and merger of FCB’s core data system following the completion of the merger. Data processing expenses are also related
to the number of auto loans that we service, and fluctuations in this portfolio will affect the amount of data processing expense.
Software amortization and expenses increased 42% to $0.4 million in 2013 from $0.3 million in 2012 due to a software upgrade to
support the expansion of our indirect auto lending, including our ability to service such loans.

Other expenses included FDIC and OFI assessments of $0.3 million in 2013, which increased from $0.2 million in 2012 due to our
increase in average total assets. Advertising expenses increased $0.1 million to $0.3 million in 2013 from $0.2 million in 2012 due to
an advertising campaign conducted in connection with our expansion into new markets and the FCB acquisition.

In addition to non-recurring merger-related expenses of $0.3 million related to the FCB acquisition, other operating expenses include
security, business development, charitable contributions, training, filing fees and duplicating. Other operating expenses increased $1.1
million to $2.2 million in 2013 from $1.1 million in 2012. Included in other operating expenses for 2013 is $31,000 of amortization
expense related to the amortization of our core deposit intangible associated with the FCB and SLBB acquisitions.

Income Tax Expense

Income tax expense for each of the years ended December 31, 2014 and December 31, 2013 was $1.1 million. The effective tax rate
for the year ending December 31, 2014 and 2013 was 18% and 26%, respectively. The decrease in the effective tax rate is mainly due
to the Company’s utilization of its Historic Rehabilitation Tax Credit.
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Income tax expense was $1.1 million for the year ended December 31, 2013, as compared to $1.0 million for 2012. The effective tax
rates for 2013 and 2012 were 26% and 29%, respectively. The decrease in the effective tax rate from 2012 to 2013 is due to the non-
taxable bargain purchase gain resulting from the FCB acquisition as well as an increase in tax-exempt interest income.

Risk Management

The primary risks associated with our operations are credit, interest rate and liquidity risk. Credit and interest rate risk are discussed
below, while liquidity risk is discussed in this section under the heading Liguidity and Capital Resources below.

Credit Risk and the Allowance for Loan Losses

General. The risk of loss should a borrower default on a loan is inherent in any lending activity. Our portfolio and related credit risk
are monitored and managed on an ongoing basis by our risk management department, the board of directors’ loan committee and the
full board of directors. We utilize a ten point risk-rating system, which assigns a risk grade to each borrower based on a number of
quantitative and qualitative factors associated with a loan transaction. The risk grade categorizes the loan into one of five risk
categories, based on information about the ability of borrowers to service the debt. The information includes, among other factors,
current financial information about the borrower, historical payment experience, credit documentation, public information and current
economic trends. These categories assist management in monitoring our credit quality. The following describes each of the risk
categories, which are consistent with the definitions used in guidance promulgated by federal banking regulators:

e Pass (Loan grades 1-6)—Loans not meeting the criteria below are considered pass. These loans have high credit characteristics
and financial strength. The borrowers at least generate profits and cash flow that are in line with peer and industry standards and
have debt service coverage ratios above loan covenants and our policy guidelines. For some of these loans, a guaranty from a
financially capable party mitigates characteristics of the borrower that might otherwise result in a lower grade.

o Special Mention (grade 7)—Loans classified as special mention possess some credit deficiencies that need to be corrected to
avoid a greater risk of default in the future. For example, financial ratios relating to the borrower may have deteriorated. Often, a
special mention categorization is temporary while certain factors are analyzed or matters addressed before the loan is re-
categorized as either pass or substandard.

o Substandard (grade 8)—Loans rated as substandard are inadequately protected by the current net worth and paying capacity of
the borrower or the liquidation value of any collateral. If deficiencies are not addressed, it is likely that this category of loan will
result in the Bank incurring a loss. Where a borrower has been unable to adjust to industry or general economic conditions, the
borrower’s loan is often categorized as substandard.

o Doubtful (grade 9)—Doubtful loans are substandard loans with one or more additional negative factors that makes full
collection of amounts outstanding, either through repayment or liquidation of collateral, highly questionable and improbable.

e Loss (grade 10)—Loans classified as loss have deteriorated to such a point that it is not practicable to defer writing off the loan.
For these loans, all efforts to remediate the loan’s negative characteristics have failed and the value of the collateral, if any, has
severely deteriorated relative to the amount outstanding. Although some value may be recovered on such a loan, it is not
significant in relation to the amount borrowed.

At December 31, 2014 and December 31, 2013, there were no loans classified as doubtful or loss, while there were $5.6 million and
$4.2 million, respectively, of loans classified as substandard and $0.5 million and $1.2 million, respectively, of loans classified as
special mention as of such dates. Of our substandard and special mention loans at December 31, 2014 and December 31, 2013, $3.7
million and $4.9 million, respectively, were acquired in the FCB acquisition and marked to fair value at the time of their acquisition.
At December 31, 2012, we had no doubtful or loss loans, and we had substandard and special mention loans of $0.9 million and $0.3
million, respectively.

An external loan review consultant is engaged annually by the risk management department to review approximately 40% of
commercial loans, utilizing a risk-based approach designed to maximize the effectiveness of the review. In addition, credit analysts
periodically review smaller dollar commercial loans to identify negative financial trends related to any one borrower, any related
groups of borrowers or an industry. All loans not categorized as pass are put on an internal watch list, with quarterly reports to the
board of directors. In addition, a written status report is maintained by our special assets division for all commercial loans categorized
as substandard or worse. We use this information in connection with our collection efforts.

If our collection efforts are unsuccessful, collateral securing loans may be repossessed and sold or, for loans secured by real estate,
foreclosure proceedings initiated. The collateral is sold at public auction for fair market value (based upon recent appraisals), with fees
associated with the foreclosure being deducted from the sales price. The purchase price is applied to the outstanding loan balance. If
the loan balance is greater than the sales proceeds, the deficient balance is charged-off.
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Allowance for Loan Losses. The allowance for loan losses is an amount that management believes will be adequate to absorb probable
losses inherent in the entire loan portfolio. The appropriate level of the allowance is based on an ongoing analysis of the loan portfolio
and represents an amount that management deems adequate to provide for inherent losses, including collective impairment as
recognized under ASC Topic 450, Contingencies. Collective impairment is calculated based on loans grouped by grade. Another
component of the allowance is losses on loans assessed as impaired under ASC Topic 310, Receivables. The balance of these loans
and their related allowance is included in management’s estimation and analysis of the allowance for loan losses. Other considerations
in establishing the allowance for loan losses include the nature and volume of the loan portfolio, overall portfolio quality, historical
loan loss, review of specific problem loans and current economic conditions that may affect the borrower’s ability to pay, as well as
trends within each of these factors. The allowance for loan losses is established after input from management as well as our risk
management department and our special assets committee. We evaluate the adequacy of the allowance for loan losses on a quarterly
basis. This evaluation is inherently subjective as it requires estimates that are susceptible to significant revision as more information
becomes available. The allowance for loan losses was $4.6 million at December 31, 2014, up from $3.4 million at December 31, 2013
and $2.7 million at December 31, 2012, as we increased our loan loss provisioning to reflect our organic loan growth.

A loan is considered impaired when, based on current information and events, it is probable that we will be unable to collect the
scheduled payments of principal and interest when due according to the contractual terms of the loan agreement. Determination of
impairment is treated the same across all classes of loans. Impairment is measured on a loan-by-loan basis for, among others, all loans
of $500,000 or greater, nonaccrual loans and a sample of loans between $250,000 and $500,000. When we identify a loan as impaired,
we measure the extent of the impairment based on the present value of expected future cash flows, discounted at the loan’s effective
interest rate, except when the sole (remaining) source of repayment for the loans is the operation or liquidation of the collateral. In
these cases when foreclosure is probable, we use the current fair value of the collateral, less selling costs, instead of discounted cash
flows. For real estate collateral, the fair value of the collateral is based upon a recent appraisal by a qualified and licensed appraiser. If
we determine that the value of the impaired loan is less than the recorded investment in the loan (net of previous charge-offs, deferred
loan fees or costs and unamortized premium or discount), we recognize impairment through an allowance estimate or a charge-off
recorded against the allowance. When the ultimate collectability of the total principal of an impaired loan is in doubt and the loan is on
nonaccrual, all payments are applied to principal, under the cost recovery method. When the ultimate collectability of the total
principal of an impaired loan is not in doubt and the loan is on nonaccrual, contractual interest is credited to interest income when
received, under the cash basis method.

Impaired loans at December 31, 2014 were $3.6 million, including impaired loans acquired in the FCB acquisition in the amount of
$1.3 million, compared to $4.2 million, including impaired loans acquired in the FCB acquisition in the amount of $3.8 million, at
December 31, 2013. Impaired loans were $1.0 million at December 31, 2012, none of which were acquired loans. At December 31,
2014 and December 31, 2013, $0.1 million and $37,000, respectively, of the allowance for loan losses were specifically allocated to
impaired loans, while $0.1 million of the allowance was specifically allocated to such loans at December 31, 2012.

The provision for loan losses is a charge to income in an amount that management believes is necessary to maintain an adequate
allowance for loan losses. The provision is based on management’s regular evaluation of current economic conditions in our specific
markets as well as regionally and nationally, changes in the character and size of the loan portfolio, underlying collateral values
securing loans, and other factors which deserve recognition in estimating loan losses. For the year ended December 31, 2014 and
2013, the provision for loan losses was $1.6 million and $1.0 million, respectively, up from $0.7 million in 2012. The increase is due
primarily to the overall growth in our loan portfolio, including our commercial real estate loans.

Acquired SLBB loans had a carrying value of $31.3 million and a fair value of $31.5 million on the acquisition date, while acquired
FCB loans had a carrying value of $78.4 million and a fair value of $77.5 million on the acquisition date. Acquired loans that are
accounted for under ASC 310-30, Loans and Debt Securities Acquired with Deteriorated Credit Quality (“ASC 310-30”), were
marked to market on the date we acquired the loans to values which, in management’s opinion, reflected the estimated future cash
flows, based on the facts and circumstances surrounding each respective loan at the date of acquisition. We continually monitor these
loans as part of our normal credit review and monitoring procedures for changes in the estimated future cash flows. Because ASC 310-
30 does not permit carry over or recognition of an allowance for loan losses, we may be required to reserve for these loans in the
allowance for loan losses through future provision for loan losses if future cash flows deteriorate below initial projections. We did not
increase the allowance for loan losses for loans accounted for under ASC 310-30 during 2014, 2013 or 2012. There was no provision
for loan losses charged to operating expense attributable to loans accounted for under ASC 310-30 for the years ended December 31,
2014, 2013 and 2012.
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The following table presents the allocation of the allowance for loan losses by loan category as of the dates indicated (dollars in
thousands):

December 31,
2014 2013 2012 2011 2010

Mortgage loans on real estate:

Construction and development ....... $ 526 $ 420 $ 276 $ 385 $ 356

1-4 Family ...coooeeieiiiiieceee 909 567 415 194 158

Multifamily.......oceoeeveiiniienee, 137 101 18 5 6

Farmland..........c..cocooeeeiiiiiiieen. 18 4 - - 4

Nonfarm, nonresidential ................. 1,571 992 977 506 332
Commercial and industrial.................... 390 397 332 306 307
CONSUMET ... 1,079 899 704 350 313

Total....ooooveeeieeeeeeeeeeee e $ 4,630 $ 3,380 $ 2,722 $ 1,746 $ 1,476

The following table presents the amount of the allowance for loan losses allocated to each loan category as a percentage of total loans
as of the dates indicated:

December 31,

2014 2013 2012 2011 2010

Mortgage loans on real estate:

Construction and development ...... 0.09 % 0.08 % 0.10 % 0.18 % 0.23 %

1-4 Family ....coooiiiiiiiiiieeee 0.15 0.11 0.14 0.09 0.10

Multifamily.......cocoooeeviiiieiiie 0.02 0.02 0.01 - -

Farmland............cccooovvneeiniennn.. - - - - -

Nonfarm, nonresidential ................ 0.25 0.20 0.33 0.22 0.21
Commercial and industrial .................. 0.06 0.08 0.12 0.14 0.19
(070) 115111 1 1<) oSSR 0.17 0.18 0.24 0.16 0.20

Total....oooveeeeieeeeeee e 0.74 % 0.67 % 0.94 % 0.79 % 0.93 %
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As discussed above, the balance in the allowance for loan losses is principally influenced by the provision for loan losses and by net
loan loss experience. Additions to the allowance are charged to the provision for loan losses. Losses are charged to the allowance as
incurred and recoveries on losses previously charged to the allowance are credited to the allowance at the time recovery is collected.
The table below reflects the activity in the allowance for loan losses for the periods indicated (dollars in thousands):

Year ended December 31,

2014 2013 2012 2011 2010
Allowance at beginning of period........ $ 3,380 $ 2,722 $ 1,746 $ 1,476 $ 1,471
Provision for loan losses ............c......... 1,628 1,026 685 639 1,019
Charge-offs:
Mortgage loans on real estate:
Construction and development ... - - - - (334)
1-4 Family......cccooevevnveieeieene, (123) - - 63) (55)
Multifamily .........cccoovvevievniennnns - - (15) - -
Farmland ..........ccoovevveiieiinnnns - - - - -
Nonfarm, nonresidential............ 3) - - (20) (448)
Commercial and industrial.............. (16) (118) - (218) (84)
CONSUMET ......veevieereeriereeveeereneeennens (317) (271) (166) (77) (103)
Total charge-offs........ccccoooiniiinceeenns (459) (389) (181) (378) (1,024)
Recoveries
Mortgage loans on real estate:
Construction and development ... 1 - - - 8
-4 Family ....cocooveeiiniiiinne. 4 - - - -
Multifamily ........ccoooveiinienne - - - - -
Farmland ..........cccooeeviiiieennnns - - - - -
Nonfarm, nonresidential............ 1 - 448 - -
Commercial and industrial.............. 17 - 2 - -
CONSUMET ......ccovieerieeiieereeereeereens 58 21 22 9 2
Total recoVeries.......ccevurreeeecreerreennnenns 81 21 472 9 10
Net (charge-offs) recoveries................. (378) (368) 291 (369) (1,014)
Balance at end of period....................... $ 4,630 $ 3,380 $ 2,722 $ 1,746 $ 1,476
Net charge-offs to:
Loans - average...........cccccevienenn. 0.07% 0.09% -0.12% 0.20% 0.68%
Allowance for loan losses............... 8.16% 10.89% -10.69% 21.13% 68.70%
Allowance for loan losses to:
Total 10ans ........ccceeceeereeieeeenee, 0.74% 0.67% 0.94% 0.79% 0.93%
Nonperforming loans...................... 139% 227% 5136% 6236% 40%

The allowance for loan losses to total loans ratio increased to 0.74% at December 31, 2014 compared to 0.67% at December 31, 2013.
The allowance for loan losses to nonperforming loans ratio decreased to 139% at December 31, 2014 from 227% at December 31,
2013 as the result of a $1.9 million increase in nonperforming loans. The decrease in both the ratio of the allowance for loan losses to
total loans and the ratio of the allowance for loan losses to nonperforming loans at December 31, 2013 compared to December 31,
2012 was due to the $77.5 million of loans acquired in the FCB acquisition offset by an overall improvement of credit quality.

Charge-offs reflect the realization of losses in the portfolio that were recognized previously through the provision for loan losses. Net
charge-offs for the years ended December 31, 2014 and 2013 were each $0.4 million, equal to 0.07% and 0.09%, respectively, of our
average loan balance as of such dates. For 2012, we had a net recovery of $0.3 million, or -0.12% as a percentage of average loans,
due to a single recovery on a nonfarm, nonresidential commercial real estate loan. For the years ended December 31, 2014, 2013 and
2012, the majority of our charge-offs were indirect consumer loans. Net charge-offs of our indirect consumer loans as a percentage of
average indirect consumer loans for the years ended December 31, 2014 and 2013 were 0.16% and 0.22%, respectively, while net
charge-offs of our indirect consumer loans as a percentage of average indirect consumer loans for the year ended December 31, 2012
was 0.16%.
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Management believes the allowance for loan losses at December 31, 2014 is sufficient to provide adequate protection against losses in
our portfolio. Although the allowance for loan losses is considered adequate by management, there can be no assurance that this
allowance will prove to be adequate over time to cover ultimate losses in connection with our loans. This allowance may prove to be
inadequate due to unanticipated adverse changes in the economy or discrete events adversely affecting specific customers or
industries. Our results of operations and financial condition could be materially adversely affected to the extent that the allowance is
insufficient to cover such changes or events.

Nonperforming assets and restructured loans. Nonperforming assets consist of nonperforming loans and real estate owned.
Nonperforming loans are those on which the accrual of interest has stopped or loans which are contractually 90 days past due on
which interest continues to accrue. Loans are ordinarily placed on nonaccrual when a loan is specifically determined to be impaired or
when principal and interest is delinquent for 90 days or more. However, management may elect to continue the accrual when the
estimated net available value of collateral is sufficient to cover the principal balance and accrued interest. It is our policy to
discontinue the accrual of interest income on any loan for which we have reasonable doubt as to the payment of interest or principal.
Nonaccrual loans are returned to an accrual status when the financial position of the borrower indicates there is no longer any
reasonable doubt as to the payment of principal or interest.

Another category of assets which contribute to our credit risk is troubled debt restructurings, or restructured loans. A restructured loan
is a loan for which a not-insignificant concession has been granted to the borrower due to a deterioration of the borrower’s financial
condition and which are performing in accordance with the new terms. Such concessions may include reduction in interest rates,
deferral of interest or principal payments, principal forgiveness and other actions intended to minimize the economic loss and to avoid
foreclosure or repossession of the collateral. We strive to identify borrowers in financial difficulty early and work with them to modify
their loans to more affordable terms before such loan reaches nonaccrual status. In evaluating whether to restructure a loan,
management analyzes the long-term financial condition of the borrower, including guarantor and collateral support, to determine
whether the proposed concessions will increase the likelihood of repayment of principal and interest. Restructured loans that are not
performing in accordance with their restructured terms that are either contractually 90 days past due or placed on nonaccrual status are
reported as nonperforming loans.

All of our restructured loans, consisting of seven credits, were loans acquired from FCB. All seven credits were considered
restructured loans due to a modification of term through adjustments to maturity. As of December 31, 2014, restructured loans totaled
$0.6 million, with one of the restructured loans in default of its modified terms and placed on nonaccrual, while restructured loans at
December 31, 2013 were $0.8 million, with all such loans performing in accordance with their modified terms. The Company had
$0.4 million and $0 respectively in nonaccrual restructured loans as of December 31, 2014 and 2013.

The following table shows the principal amounts of nonperforming and restructured loans as of December 31, 2014, 2013, 2012, 2011,
and 2010. All loans where information exists about possible credit problems that would cause us to have serious doubts about the
borrower’s ability to comply with the current repayment terms of the loan have been reflected in the table below (dollars in
thousands):

December 31,

2014 2013 2012 2011 2010

Nonaccrual 10anS..........coeeveeeiivieieeeeeeeeeeeeeeeean $ 3340 $ 1,489 § 53§ 28 $ 3,686
Accruing loans past due 90 days or more ............ - - - - -
Total nonperforming loans............ccccceeeveeveneeenen. 3,340 1,489 53 28 3,686
Restructured 10ans..........ccccoevenerinineeienienennenn. 226 815 - - -
Total nonperforming and restructured loans........ $ 3,566 $ 2,304 $ 53§ 28 § 3,686
Interest income recognized on nonperforming

and restructured 10ans .........ccccoocevenenicncncncne. 105 100 2 1 117
Interest income foregone on nonperforming

and restructured 10ans ...........ccocceveerieienienenne 169 281 4 4 91
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Of our total nonaccrual loans at December 31, 2014 and 2013, $1.1 million and $1.2 million, respectively, were acquired in the
acquisition of FCB. We had no nonaccrual loans acquired through acquisition at December 31, 2012. Nonperforming loans are
comprised of accruing loans past due 90 days or more and nonaccrual loans. Nonperforming loans outstanding represented 0.54% of
total loans at December 31, 2014, nonperforming loans other than those acquired through an acquisition were 0.36%, and
nonperforming acquired loans were 0.18% at such date. Nonperforming loans outstanding, including acquired nonperforming loans,
represented 0.30% and 0.02% of total loans at December 31, 2013 and 2012, respectively. None of the loans acquired from SLBB
were nonperforming at December 31, 2012.

Real Estate Owned. Real estate owned consists of properties acquired through foreclosure or acceptance of a deed in lieu of
foreclosure. These properties are carried at the lower of cost or fair market value based on appraised value less estimated selling costs.
Losses arising at the time of foreclosure of properties are charged against the allowance for loan losses. Real estate owned with a cost
basis of $1.3 million and $1.6 million was sold during the years ended December 31, 2014 and 2013, respectively, resulting in a net
gain of $0.2 million and $0.1 million for the respective period, compared to a cost basis of $0.3 million and a net gain of $2,000 at
December 31, 2012.

At December 31, 2014, $1.3 million of our real estate owned was related to our acquisition of FCB compared to $1.6 million at
December 31, 2013. In connection with our acquisition of FCB, the Bank agreed to share with the former FCB shareholders the
proceeds that we received in connection with the sale of one piece of property, which had both a carrying value and a fair market
value of $0.6 million as of December 31, 2014 and December 31, 2013, respectively. Under this arrangement, if this property is sold
within four years of the closing date of our acquisition of FCB, then we are entitled to retain the first $0.7 million of the sale proceeds
plus an amount necessary to cover our selling expenses, with the remaining proceeds, if any, to be paid to former FCB shareholders.
After the fourth anniversary of the closing date, which is May 1, 2017, we are entitled to retain all sales proceeds arising upon the sale
of this property.

The following table provides details of our real estate owned as of the dates indicated (dollars in thousands):

December 31, 2014 December 31, 2013

Construction and deVelOPMENL...........c.cevveveririerieirieiireieeereeeeereeeeeseseessenesens $ 2,130 § 2,353
Lo FAMILY .ottt ettt ettt sbesb e s esbesseebeeseesnasnans 605 812
IMUBFAMILY «.oeieeeeii ettt ettt e esnaessaesneennas - 350
Nonfarm, nonreSidential..............cooovveiiiiuiieieiiie et - -

Total real €StAte OWNEW........ocviieeiieiiceiieieeeeeee ettt ee e $ 2,735  $ 3,515

Changes in our real estate owned were as follows for the periods indicated (dollars in thousands):

Year ended Year ended
December 31, 2014 December 31, 2013

Balance, be@inning of Period ..........cecevuerierieriniiieieieieie et $ 3,515 2,276
Transfers from LOANS ........ccceeovieriiiiiiierieiece e - 465
Transfers from acquired LOANS..........ceecviiierierierii ettt 706 822
Acquired real estate OWNEd .........cccvievirieiieriieie et - 1,718
Sales of real estate OWNEd ........covvieivieiiieiiiiecieeee e (1,276) (1,645)
WIIE-AOWIS ...ttt ettt ettt sttt et e b e e sb e e b e saessaesseesseesseesnenes (210) (121)
Balance, end of Period ..........ccooieiiieieiiiiiieciceiecceeeeee et $ 2,735 3,515
Interest Rate Risk

Market risk is the risk of loss from adverse changes in market prices and rates. Since the majority of our assets and liabilities are
monetary in nature, our market risk arises primarily from interest rate risk inherent in our lending and deposit activities. A sudden and
substantial change in interest rates may adversely impact our earnings and profitability because the interest rates borne by assets and
liabilities do not change at the same speed, to the same extent or on the same basis. Accordingly, our ability to proactively structure
the volume and mix of our assets and liabilities to address anticipated changes in interest rates, as well as to react quickly to such
fluctuations, can significantly impact our financial results. To that end, management actively monitors and manages our interest rate
risk exposure.
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The Asset/Liability Committee (“ALCO”) has been authorized by the board of directors to implement our asset/liability management
policy, which establishes guidelines with respect to our exposure to interest rate fluctuations, liquidity, loan limits as a percentage of
funding sources, exposure to correspondent banks and brokers and reliance on non-core deposits. The goal of the policy is to enable us
to maximize our interest income and maintain our net interest margin without exposing the Bank to excessive interest rate risk, credit
risk and liquidity risk. Within that framework, the ALCO monitors our interest rate sensitivity and makes decisions relating to our
asset/liability composition.

We monitor the impact of changes in interest rates on our net interest income using gap analysis. The gap represents the net position of
our assets and liabilities subject to repricing in specified time periods. During any given time period, if the amount of rate-sensitive
liabilities exceeds the amount of rate-sensitive assets, a financial institution would generally be considered to have a negative gap
position and would benefit from falling rates over that period of time. Conversely, a financial institution with a positive gap position
would generally benefit from rising rates.

Within the gap position that management directs, we attempt to structure our assets and liabilities to minimize the risk of either a
rising or falling interest rate environment. We manage our gap position for time horizons of one month, two months, three months,
four to six months, seven to twelve months, 13-24 months, 25-36 months, 37-60 months and more than 60 months. The goal of our
asset/liability management is for the Bank to maintain a net interest income at risk in an up or down 100 basis point environment at
less than (5)%.

The following table depicts the estimated impact on net interest income of immediate changes in interest rates at the specified levels
for the periods presented:

As of December 31, 2014

Estimated
Changes in Interest Rates Increase/Decrease in
(in basis points) Net Interest Income
+400 (20.83)%
+300 (15.69)%
+200 (9.90)%
+100 (5.38)%
-100 1.67%
-200 (1.74)%
-300 (5.47)%

(1) The percentage change in this column represents the projected net interest income for 12 months on a flat balance sheet in a
stable interest rate environment versus the projected net interest income in the various rate scenarios.

At December 31, 2014, the Bank was not within the policy guidelines for asset/liability management due to the increase in loans held
for sale resulting from two consumer loan pool sales that were delayed to the first quarter of 2015 (and subsequently consummated),
along with the corresponding short term FHLB advances used to fund the origination of these loans. Assuming the two consumer loan
pool sales had taken place on or prior to December 31, 2014, the estimated impact on net interest income of immediate changes in
interest rates of +100 basis points was (3.77)% which is within the Bank’s policy guidelines. At December 31, 2013, the Bank was
within the policy guidelines.

The computation of the prospective effects of hypothetical interest rate changes requires numerous assumptions regarding
characteristics of new business and the behavior of existing positions. These business assumptions are based upon our experience,
business plans and published industry experience. Key assumptions include asset prepayment speeds, competitive factors, the relative
price sensitivity of certain assets and liabilities and the expected life of non-maturity deposits. However, there a number of factors that
influence the effect of interest rate fluctuations on us which are difficult to measure and predict. For example, a rapid drop in interest
rates might cause our loans to repay at a more rapid pace and certain mortgage-related investments to prepay more quickly than
projected. This could mitigate some of the benefits of falling rates as are expected when we are in a negatively-gapped position.
Conversely, a rapid rise in rates could give us an opportunity to increase our margins and stifle the rate of repayment on our mortgage-
related loans which would increase our returns. As a result, because these assumptions are inherently uncertain, actual results will
differ from simulated results.
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Liquidity and Capital Resources

Liquidity. Liquidity is a measure of the ability to fund loan commitments and meet deposit maturities and withdrawals in a timely and
cost-effective way. Cash flow requirements can be met by generating net income, attracting new deposits, converting assets to cash or
borrowing funds. While maturities and scheduled amortization of loans and securities are predictable sources of funds, deposit
outflows, loan prepayments, loan sales and borrowings are greatly influenced by general interest rates, economic conditions and the
competitive environment in which we operate. To minimize funding risks, we closely monitor our liquidity position through periodic
reviews of maturity profiles, yield and rate behaviors, and loan and deposit forecasts. Excess short-term liquidity is usually invested in
overnight federal funds sold.

Our core deposits, which are deposits excluding time deposits greater than $250,000 and deposits of municipalities and other political
entities, are our most stable source of liquidity to meet our cash flow needs due to the nature of the long-term relationships generally
established with our customers. Maintaining the ability to acquire these funds as needed in a variety of markets, and within ALCO
compliance targets, is essential to ensuring our liquidity. At December 31, 2014 and 2013, 67% and 82% of our total assets,
respectively, were funded by core deposits.

Our investment portfolio is another alternative for meeting our cash flow requirements. Investment securities generate cash flow
through principal payments and maturities, and they generally have readily available markets that allow for their conversion to cash.
Some securities are pledged to secure certain deposit types or short-term borrowings (such as FHLB advances), which impacts their
liquidity. At December 31, 2014, securities with a carrying value of $63.1 million were pledged to secure deposits or borrowings,
compared to $41.7 million in pledged securities as of December 31, 2013.

Other sources available for meeting liquidity needs include advances from the FHLB, repurchase agreements and other borrowings.
FHLB advances are primarily used to match-fund fixed rate loans in order to minimize interest rate risk and also may be used to meet
day to day liquidity needs, particularly if the prevailing interest rate on an FHLB advance compares favorably to the rates that we
would be required to pay to attract deposits. At December 31, 2014, the balance of our outstanding advances with the FHLB was
$125.8 million, an increase from $30.8 million at December 31, 2013. The total amount of the remaining credit available to us from
the FHLB at December 31, 2014 was $142.3 million. Repurchase agreements are contracts for the sale of securities which we own
with a corresponding agreement to repurchase those securities at an agreed upon price and date. Our policies limit the use of
repurchase agreements collateralized by U.S. Treasury and agency securities. We had $12.3 million of repurchase agreements
outstanding as of December 31, 2014, compared to $10.2 million of outstanding repurchase agreements as December 31, 2013.
Finally, we maintain lines of credit with other commercial banks totaling $33.6 million. One line of credit, in the amount of $5.0
million, is secured by all of the stock of the Bank, while the other lines of credit are unsecured, uncommitted lines of credit. The lines
of credit mature at various times within the next twelve months. There were no amounts outstanding under these lines of credit at
December 31, 2014 or 2013.

Our liquidity strategy is focused on using the least costly funds available to us in the context of our balance sheet composition and
interest rate risk position. Accordingly, we target growth of noninterest-bearing deposits. Although we cannot directly control the
types of deposit instruments our customers choose, we can influence those choices with the interest rates and deposit specials we offer.
We do not hold any brokered deposits, as defined for federal regulatory purposes, although we do hold QwikRate® deposits which we
obtain via the internet to address liquidity needs when rates on such deposits compare favorably with deposit rates in in our markets.
At December 31, 2014, we held $52.7 million of QwikRate® deposits, down from $54.3 million at December 31, 2013.

The following tables presents, by type, our funding sources, which consist of total average deposits and borrowed funds, as a
percentage of total funds and the total cost of each funding source for the years ended December 31, 2014 and 2013:

Percentage of Total Cost of Funds
Year ended Year ended
December 31, December 31,
2014 2013 2014 2013
Noninterest-bearing demand .............ccoocevverienieniecieeienieen. 11 % 13 % - % - %
Interest-bearing demand............cccocereierienieniecieeeeeeeeeen 27 25 0.6 0.6
SAVINZS ...vieeveieieiieiieie ettt et e te e e aesae e e saeesseessesseesseeseenns 8 9 0.7 0.7
TIME AEPOSILS .veevreereeireieeieete et ete ettt eeeesreeseenaeas 44 46 1.0 1.0
Short-term DOTTOWINGS .......eecvveveeeieriieriierieeie e eee e seeereesrees 4 5 0.2 0.2
Borrowed funds..........c.oceeeiieeiiecieiieceeeee e 6 2 0.9 1.0
Total deposits and borrowed funds ..........ccoceevvevieviieciieiennnn, 100 % 100 % 34 % 35 %
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We are subject to certain restrictions on dividends under applicable banking laws and regulations. Please refer to the discussion under
the heading “Supervision and Regulation — Dividends” in Item 1, Business, for more information regarding the restrictions on
dividends applicable to the Company and the Bank.

Capital Management. Our primary sources of capital include retained earnings, capital obtained through acquisitions and proceeds
from the sale of our capital stock. We are subject to various regulatory capital requirements administered by the Federal Reserve and
the FDIC. These requirements are described in greater detail under the heading “Supervision and Regulation — Regulatory Capital
Requirements” of Item 1, Business. Those guidelines specify capital tiers, which include the following classifications:

Tier 1 Capital to Tier 1 Capital to Total Capital to

Average Assets Risk-Weighted Risk-Weighted
Capital Tiers (Leverage) Assets Assets
Well capitalized........ceeiieiiiiiiieieeeeee e 5% or above 6% or above 10% or above
Adequately capitalized...........cooveiiieiiiineiee e 4% or above 4% or above 8% or above
Undercapitalized ...........coeoeeieriiniiece e Less than 4% Less than 4% Less than 8%
Significantly undercapitalized..........c.cceoeeierieiienenene e Less than 3% Less than 3% Less than 6%
Critically undercapitalized ..........c.cccceoveveninininieieicncneeceeeeeen 2% or less

The Company and the Bank each were in compliance with all regulatory capital requirements as of December 31, 2014 and 2013, and
the Bank was in compliance with all regulatory capital requirements as of December 31, 2012. The Bank also was considered “well-
capitalized” under the FDIC’s prompt corrective action regulations as of these dates. The following table presents the actual capital
amounts and regulatory capital ratios for the Company and the Bank as of the dates presented (dollars in thousands):

Minimum Capital
Requirement to be

Actual Well Capitalized

Amount Ratio Amount Ratio
December 31, 2014
Investar Holding Corporation:
Tier 1 capital to average assets (Ieverage)........ccoovevvveeveevenveneeennens $ 103,535 12.61% - -
Tier 1 capital to risk-weighted assets........cocvveveriervecieeciesieeeene 103,535 13.79% - -
Total capital to risk-weighted assets ..........occeeeverierveciecienieneeenn 108,165 14.41% - -
Investar Bank:
Tier 1 capital to average assets (Ieverage)........ccoocveveveevervenverueennnns $ 73,870 9.00% $ 41,026 5.00%
Tier 1 capital to risk-weighted assets........coocvveverieriiecieeiesieeeene 73,870 9.86% 44,959 6.00%
Total capital to risk-weighted assets .........cccceeeverienierieecienieeieenn 78,500 10.48% 74,931 10.00%
December 31, 2013
Investar Holding Corporation:
Tier 1 capital to average assets (IeVerage)........ceevveveeverreesreevennnns $ 56,056 9.53% - -
Tier 1 capital to risk-weighted assets........ceevvevveeieriereerieecienienenn 56,056 10.85% - -
Total capital to risk-weighted assets ..........ccccoevverieviiecieecienierieennns 59,436 11.51% - -
Investar Bank:
Tier 1 capital to average assets (IeVerage).........c.covevevrvererrrerrennnnnn. $ 55,894 9.50% $ 29,423 5.00%
Tier 1 capital to risk-weighted assets ........ccccoverererinieniieeeneeee 55,894 10.83% 30,979 6.00%
Total capital to risk-weighted assets ..........cccovcevereeenieniiniieieieene 59,274 11.48% 51,632 10.00%

Off-Balance Sheet Transactions

The Bank entered into forward starting interest rate swap contracts to manage exposure against the variability in the expected future
cash flows (future interest payments) attributable to changes in the 1-month LIBOR associated with the forecasted issuances of 1-
month fixed rate debt arising from a rollover strategy. An interest rate swap is an agreement whereby one party agrees to pay a fixed
rate of interest on a notional principal amount in exchange for receiving a floating rate of interest on the same notional amount for a
predetermined period of time, from a second party. The maximum length of time over which the Bank is currently hedging its
exposure to the variability in future cash flows for forecasted transactions is five years. The total notional amount of the derivative
contracts is $20.0 million.
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For the year ended December 31, 2014, a loss of $0.2 million has been recognized in other comprehensive (loss) income in the
accompanying consolidated statement of other comprehensive income for the change in fair value of the interest rate swap. The swap
contract had a negative fair value of $0.3 million as of December 31, 2014. The Bank expects the hedge to remain fully effective
during the remaining term of the swap contract.

The Bank enters into loan commitments and standby letters of credit in the normal course of its business. Loan commitments are made
to meet the financing needs of our customers, while standby letters of credit commit the Bank to make payments on behalf of
customers when certain specified future events occur. The credit risks associated with loan commitments and standby letters of credit
are essentially the same as those involved in making loans to our customers. Accordingly, our normal credit policies apply to these
arrangements. Collateral (e.g., securities, receivables, inventory, equipment, etc.) is obtained based on management’s credit
assessment of the customer.

Loan commitments and standby letters of credit do not necessarily represent future cash requirements, in that while the customer
typically has the ability to draw upon these commitments at any time, these commitments often expire without being drawn upon in
full or at all. Virtually all of our standby letters of credit expire within one year. Our unfunded loan commitments and standby letters
of credit outstanding were as follows at the dates indicated (dollars in thousands):

December 31, 2014 December 31, 2013
Commitments to extend credit:
LOAN COMMUTIMENES.......ccvviieiiieiieeeee e et et et eeeeete et e et e eeeetsenaeensesrseeseesaeensesnaesneas $ 90,946 $ 66,698
Standby letters Of Credit .......c.ooveriirieiieieeeseee e 534 421

The Company closely monitors the amount of remaining future commitments to borrowers in light of prevailing economic conditions
and adjusts these commitments as necessary. The Company will continue this process as new commitments are entered into or existing
commitments are renewed.

For each of the years ended December 31, 2014 and 2013, we engaged in no off-balance sheet transactions reasonably likely to have a
material effect on our financial condition, results of operations or cash flows currently or in the future.

Contractual Obligations

The following table presents, as of December 31, 2014, significant fixed and determinable contractual obligations to third parties by
payment date (dollars 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(1) .......ccocevveeveeriererennenene $ 317,782 § - 3 - $ - % 317,782
TIME AEPOSIES .evvreeiiieiieeiie ettt reesbe e e ae e 190,945 110,626 8,765 - 310,336
Securities sold under agreements to repurchase.................... 12,293 - - - 12,293
Federal Home Loan Bank advances............cccccooeeuvvvveeiiennnnns 104,339 20,246 850 350 125,785
Junior subordinated debentures..........ccccuvvvveeiiiiiiiiiieeeiieiinns - - - 3,609 3,609
INterest rate SWaPS ....ccccveeriieriiiiieeie et - - - 20,000 20,000
Total contractual obligations.............cccceveveereereerreriireereeeanes $ 625359 $ 130,872 $ 9,615 $§ 23959 $§ 789,805

(1)  Excludes interest.
Item 7A. Quantitative and Qualitative Disclosures about Market Risk

The information contained in the section captioned “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Risk Management” in Item 7 hereof is incorporated herein by reference.
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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 balance sheets of Investar Holding Corporation as of December 31, 2014 and 2013,
and the related statements of operations, comprehensive income, changes in stockholders’ equity, and cash flows for each of the years
during the three year period ended December 31, 2014. These consolidated financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Investar Holding Corporation as of December 31, 2014 and 2013, and the results of its operations and cash flows for each of the years
during the three year period ended December 31, 2014, in conformity with accounting principles generally accepted in the United
States of America.

/s/ 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 DANKS.........ccoooviiiiieiieii ittt ettt st eaeeneeereens $ 5,519 § 5,964
Interest-bearing balances due from other banks ............ccoecvevieciiiciiiiienieniee e 13,493 21,739
Federal funds SOId.........cc.oiiiiiiiiiiiieec e ettt et e 500 500
Cash and cash eqUIVaIeNts ..............c.coooiieiiiiiiieic e e 19,512 28,203
Available for sale securities at fair value (amortized cost of $69,838 and $56,733,

TESPECTIVELY) 1uviiiieiiieiie ettt ettt ettt ettt et e e ae e saesaeeste e seesseesseesbeessesseessaesseensenneas 70,299 56,173
Held to maturity securities at amortized cost (estimated fair value of $22,301 and

$5,986, TESPECHIVELY)...vivievieeieiieieieeteet ettt ettt ev ettt se b b ss e sbeeveetseseensennens 22,519 6,579
L0ans Neld fOr SALE..........iiiiiiiiiiiie e e 103,396 5,029
Loans, net of allowance for loan losses of $4,630 and $3,380, respectively .................... 618,160 500,715
Other @QUILY SECUITEIES .....eoveeuieuieieterteeteete et et et ettt ettt et et et e stesteebesbeebeeneensenseseeaaeseea 5,566 2,020
Bank premises and equipment, net of accumulated depreciation of $3,964 and $2,679,

TESPECTIVELY c.vieutieeiieiieeit ettt ettt ettt e et e et esteesaeebeesbeesbeesbeessesseesseesseessessaesanesseeneas 28,538 24,680
Real €State OWNEA, NET ....coiiueiiiiiiiie et eae e et e e eenaeeeeenaeeeas 2,735 3,515
Accrued INtEreSt TECEIVADIE.........covviiiiiiiii ettt e e eeaaes 2,435 1,835
DETEITEA TAX @SSEL ..vvvviiieiiiiiiieiee et e e et e e e e e et e e e e e e e eeaaaaeeeeeeseennaaaeeeas 1,097 1,205
GOOAWILL ...ttt et e et e e et e e et e et e e eaaeeeteeeeaeeeeneeeees 2,684 2,684
(03115 G T £~ SRR 2,413 2,308

TOtAl ASSELS.......oeeiieiiieiiiieeee et eeee e e e e e e e e e et e e e e e e e e earnraes S 879,354 § 634,946
LIABILITIES
Deposits:
NONINEETESE-DEATTIG .....vevveviviieeietieteeeet ettt ettt ettt et et s e ete s enseteesessene e $ 70,217 ' $ 72,795
INEEIEST-DEATING ......vevietietieieeie sttt ettt et et e et e e b e staestaebeesseessesseesseeseesseessesssenseens 557,901 459,811
TOtal dEPOSIES .......ooeeieiieiieeee e ettt 628,118 532,606
Advances from Federal Home Loan BanK.............cooocviiiiiiiiiiiiiiiiieccceeee e 125,785 30,818
Repurchase agre@ments ........c..ccvevveriieriieiieieseeste ettt esre et eaeseesaee e ebeesseessesssenseens 12,293 10,203
NOLE PAYADIC ....ecvvieeiieeiiciieeieee ettt ettt e te b e st e e teeste e b e esseessesssesseessaenseeneas 3,609 3,609
Accrued INtereSt PAYADIE. ......c..oouiiieieieee et 284 285
Accrued taxes and other HabIilItIES ..........oovvuiiiiiiiieieeee e e 5,881 1,942
Total Habilities ...............oooviiiiiiie e e 775,970 579,463
STOCKHOLDERS’ EQUITY
Common stock, $1.00 par value per share; 40,000,000 shares authorized; 7,262,085

and 3,945,114 shares issued and outstanding, resSpectively ..........ccoocereririenieneneeeeene 7,264 3,943
TTEASUIY SEOCK -.ntetitiitt ettt ettt ettt ettt et et ettt ebe e e enee e e neenaesaeas (23) -
SUIPIUS .ttt ettt et e e te e be et e esbeesseets e ba e beesbeesaeeraesaeeseenes 84,213 45,281
Retained Carnings .......ccueerieeiiieieeie ettt et sttt ettt sn et et 11,809 6,609
Accumulated other comprehensive income (10SS) .....ooveevueeeerierierieiieeee e 121 (350)

Total stockholders' eqUILy .............ccoooiiiiiiiiiniiiiniieeee e 103,384 55,483
Total liabilities and stockholders' equity..............cccoocuieriiiniiiniiinieeee, $ 879,354 $ 634,946

See accompanying notes to the consolidated financial statements.
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INVESTAR HOLDING CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands, except share data)

INTEREST INCOME
Interest and fEes 0N LOANS. ........ccieiiieiieieieieee ettt sa e st saenaenaesenes
Interest on investment securities:
Taxable INErESt INCOIMNE ......ecveevieeieiieiieieieteste ettt et ettt et e ae st esaestebessesseeseeseeseesaensensensensanes
Exempt from federal income taxes ..
Other interest income.............c.cu.....
TOtal INEETESt INCOIME ..vevvevievieeieeieiietetetestesteeteeteeeeeteese et essesessessessessesseeseessessessessesessensessas

INTEREST EXPENSE
INEEIESt ON AEPOSILS ...cueuvuvtieiiuiirieteiei ettt ettt ettt ettt ettt e eeebes
Interest on borrowings....
Total interest expense .
Net interest income......
Provision for loan losses.
Net interest income after provision for 10an 10SSes ..........c.cceuevvueueerirnrieecrinneecccreee

NONINTEREST INCOME
Service charges on depoSit ACCOUNLS ..........eveueriereieeieerieinieeeteeeteeee ettt se et ssesessenees
Gain on sale of INVEStMENt SECUTTLIES, NEL .......ccviiviiieiieiieeieetie e eee ettt eae e eae e eee e
Gain on sale of real estate owned, net....
Gain on sale of loans, net.................
Gain on sale of fixed assets, net
Bargain purchase SaiN .........c.covivieueueinininieieiec ettt
Fee income on mortgage loans held for sale, Net..........cceeveireirieiiriieeeeeeee e
Other OPErating IMCOME .......c.c.eririrueueiiriririeteteieetrt et eseee et be sttt b bttt ebebe et s ssebebeseseeeaebes
Total NONINLEIESt INCOIME ......veeveeeieeieieieteetesteete e eieete e e e e e s e ssestesseesesseeseeseesaessessessesenseseas
Income before NONINIEIESt EXPENSE .....cuerrvereuereriririeeeieieirtrteieies ettt seesenenene

NONINTEREST EXPENSE

Salaries and employee DENETILS. .. ....ccueoiiiriririiiiieie et
Occupancy expense and equipment EXPENSE, NEt.........covuvvereuererirerreuererererrnuerereresessseesereseeseesenes
BanK SRArESs taX ......eveuiieiiiieirie ettt ettt
FDIC and OFI @SSESSIMENLS. ......c.covrveueueveuiriniiereuentirieteteteaentseesesestaestssesesesesesessesesesestnsssesesesescenes
L@AL £ES ...ttt ettt
DAta PIOCESSINE .......veuiuiieiieriiiireeietetee sttt ettt ettt s et s bt e s s e eaenen
Advertising
Stationery and SUPPLIES .......ccuvveveueuiiririeieicceriieee ettt ettt
Software amortization and EXPENSE. .........c.eueeririerereririririeteierertreeiereseseseetetetebee et esebe e ssesesenene
Professional fEES .........coueuiieirieiieete ettt
TEIEPNONE EXPEIISEC.....vviuvrinietiieririentetesteteseetestetestesesaeseeseseeseseesensesessesessesesseseeseseaseneesensesenseneseses
BUSINESS ENLEITAINIMEIE -...c..euetenietiieteiet ettt ettt ettt sttt b et bttt se ettt eebeeene
Impairment on investment in tax Credit €NtILY .......coovecivveirieieeieeieereeeeeeeee s
Other operating eXpenses..........coeeeeeerreeruens

Total noninterest expense..............

Income before income tax expense .
INCOME TAX EXPEIISE. ..ottt

INEE INCOIMIE ...ttt bttt st a ettt b et b et sa et ettt eebeeene

EARNINGS PER SHARE
Basic €arnings PEr SHATE ........ccecveuirieiirieirieirieieeetee ettt sse et senseseneene
Diluted earnings Per SHAIE ...........coueivieirieiniiiiee ettt
Cash dividends declared per cOmMMON SKATE .........ccooveirveieieieiiieeiecreceeeee e

For the years ended
December 31,

2012
29979 $ 21,686 $ 13,968
945 402 278
394 354 307

51 30 34
31,369 22,472 14,587
4273 3,204 2,361
402 256 181
4,675 3,460 2,542
26,694 19,012 12,045
1,628 1,026 685
25,066 17,986 11,360
305 214 118
340 449 139
230 97 2
1,659 247 34
3 2 -

- 906 -
2,119 2,843 3,131
1,204 596 201
5,860 5,354 3,625
30,926 23,340 14,985
14,565 11,772 7,461
2,428 1,899 1,127
299 280 170
531 344 207
125 126 128
1,289 847 530
330 320 212
167 226 119
537 406 286
475 355 128
179 150 74
135 86 57
690 - -
2,634 2213 1,146
24,384 19,024 11,645
6,542 4316 3,340
1,145 1,148 979
5397 § 3,168 § 2,361
098 § 086 $ 0.79
093 § 081 $ 0.71
004 § 0.05 $ 0.05

See accompanying notes to the consolidated financial statements.
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INVESTAR HOLDING CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in thousands)

INEE INCOME ...ttt ettt sttt
Other comprehensive income (loss):
Unrealized (loss) gains on investment securities:
Reclassification of realized gains, net of tax expense of $116, $153 and
$47, TESPECTIVELY .ttt
Unrealized gains (loss), available for sale, net of tax expense (benefit) of
$463, ($381) and $232, reSPeCtiVely......covveverieeireeeeeeieeeeeeeeeeeeee
Unrealized (loss) gains, transfer from available for sale to
held to maturity, net of tax (benefit) expense of ($1), $10, and $0,
TESPECEIVELY ..ot
Fair value of derivative financial instruments:
Change in fair value of interest rate swap designated as a
cash flow hedge, net of tax (benefit) expense of ($103), $0, and $0,
TESPECEIVELY ..ttt
Total other comprehensive income (10SS) ....eeeveerveerireiierierieriee e
Total comprehensive INCOME ........eeuereierierieiieieete et

See accompanying notes to the consolidated financial statements.
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For the years ended
December 31,

2013 2012

5397 3,168 $ 2,361
(224) (296) (92)
898 (739) 449
3) 20 -
(200) - -
471 (1,015) 357
5868 $ 2,153 $ 2,718




INVESTAR HOLDING CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(Amounts in thousands, except share data)

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

Balance, January 1, 2012 ...................... $ 2,736 § -3 30,722 § 1,400 $ 308 $ 35,166
Proceeds from sale of stock................... 455 - 5,303 - - 5,758
Stock iSSUance Cost.........oevvvevreeecreennenns - - (16) - - (16)
Dividends declared, $0.05 per share ..... - - - (141) - (141)
Stock-based compensation.................... 17 - 51 - - 68
Net Income......ovvvvvevivviiieiiieieeieeeee. - - - 2,361 - 2,361
Other comprehensive income, net......... - - - - 357 357
Balance, December 31, 2012 ................ $ 3,208 $ - 8§ 36,060 $ 3,620 $ 665 $ 43,553
Proceeds from sale of stock................... 382 - 4,957 - - 5,339
Common stock issued for acquisition ... 320 - 4,170 - - 4,490
Stock 1SSUANCE COSt....uvverurieereerieenreenne. - - (23) - - (23)
Dividends declared, $0.05 per share ..... - - - (179) - (179)
Stock-based compensation.................... 33 - 117 - - 150
Net INCOME.....ccvveeieiieeeeeie e - - - 3,168 - 3,168
Other comprehensive loss, net .............. - - - - (1,015) (1,015)
Balance, December 31, 2013 ................ $ 3943 $ -3 45281 § 6,609 $ (350) $ 55,483
Common stock issued in offering, net

of direct cost of $4,266....................... 3,285 - 38,443 - - 41,728
Warrants exercised..........cocveevervenenennen. 22 - 275 - - 297
Surrendered shares ...........ccoocvevveeeeennnns - 17) - - - 17)
Shares repurchased..........c..ccoevevverrennne. 6) (6)
Dividends declared, $0.04 per share ..... - - - 197) - (197)
Stock-based compensation.................... 14 - 214 - - 228
Net INCOME .....ccvvereeeeieeerieeeeeeee e - - - 5,397 - 5,397
Other comprehensive income, net......... - - - - 471 471
Balance, December 31, 2014 ................ $ 7,264 $ (23) $ 84213 $ 11,809 $ 121 $ 103,384

See accompanying notes to the consolidated financial statements.
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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 activities:
INEE IICOIMIE ...ttt ettt ettt ettt ettt eae et ese s et eae et e s s et e s eas et ese et et eas et ess et esessesesseseseasesessesesessesesessesesssesennasens $ 5397 $ 3,168 § 2,361
Adjustments to reconcile net income to net cash provided by operating activities:
ProviSION 0T LOAN LOSSES. .....ccveirieeeieteecteecte ettt et eee et et e e et e e ae et e e e eaeeete et e eaeeeseseseseseeeseneeensesnsesaseneesneeaneas 1,628 1,026 685
Amortization of purchase accounting adjustments ... (325) (626) (345)
Writedowns of other real estate owned..... 210 121 26
Depreciation and amortization .......... . 1,285 862 587
Net amortization of securities. 1,087 833 575
Bargain purchase gain - (906) -
Gain on sale of securities (340) (449) (139)
Impairment of investment in tax credit entity . 690 - -
Loans held for sale:
OTIZINALIONS ...ttt ettt ettt ettt a et es et et sennatae (238,471) (88,210) (114,963)
Proceeds from sales 142,222 103,013 113,813
Fee income on mortgage loans held for sale, net (2,119) (2,843) (3,131)
Gain on sale of loans ..........c.cocccevenene (1,659) (247) (34)
Gain on sale of other real estate owned (230) 97) 2)
Gain on sale of fixed assets 3) 2) -
FHLB stock dividend ®) “4) 2)
Stock-based compensation 228 150 68
Net change in:
ACCTUEA INTETEST TECEIVADLE ....vviieeiieieiieieteiete ettt bt et bese s ese s eseneeseneesenens (600) (365) (366)
Prepaid OFI/FDIC assessment - 212 140
Deferred taxes.... (134) 773 21
Other assets..... (71) (772) (406)
Accrued interest payable . (1) (38) 4
Accrued taxes and other liabilities .... 3,616 323 14
Net cash (used in) provided by Operating aCtiVIties ..........covrvrirueirrerereieieieierereeseteereee et eneneas (87,598) 15,922 (1,094)
Cash flows from investing activities:
Proceeds from sales of investment securities available for Sale .............ccevivieieiriiiciceceeeceeee 31,603 16,626 6,736
Funds invested in securities available for sale ... (55,901) (40,384) (26,816)
Funds invested in securities held to maturity (16,348) - -
Proceeds from maturities, prepayments and calls of investment securities available for sale............c........ 10,465 8,530 4,789
Proceeds from maturities, prepayments and calls of investment securities held to maturity .. 385 170 -
Proceeds from sale of loans.... 105,241 59,333 5,214
Proceeds from redemption of other equity securities 1,972 828 238
Purchase of other equity securities (5,509) (1,312) (935)
Net increase in loans (223,132) (197,974) (78,883)
Proceeds from sales of real estate owned.... 1,506 1,642 329
Proceeds from sales premises, equipment and software 3 1,306 505
Purchases of premises, equipment and software (5,142) (9,389) (4,916)
Cash received in acquisition - 9,293 -
Purchase of investment in tax credit entity . . (766) - -
Net cash used in investing activities ............... (155,623) (151,331) (93,739)
Cash flows from financing activities:
Net increase in customer deposits 95,648 146,632 71,784
Net increase (decrease) in repurchase agreements.... 2,089 6,169 (1,016)
Net increase (decrease) in short-term FHLB advances.... 90,639 (12,120) 12,120
Proceeds from long-term FHLB advances 7,500 20,700 5,850
Repayment of long-term FHLB advances... (3,171) (7,557) (750)
Cash dividends paid on common stock..... (194) (169) (135)
Payments to repurchase common stock ...... . (6) - -
Proceeds from issuance of common stock in initial public offering.. 41,728 - -
Proceeds from sales of common stock - 5,339 5,758
Proceeds from stock warrants exercised 297 - -
Stock issuance cost - (23) (16)
Net cash provided by fInancing ACtIVIHIES .......c.eeveuevereriiriririiriririeeieteteeie ettt ene 234,530 158,971 93,595
Net (decrease) increase in cash and cash equivalents... (8,0691) 23,562 (1,238)
Cash and cash equivalents, beginning of period 28,203 4,641 5,879
Cash and cash equivalents, €nd Of PETIOQ .........ovurveviieiieieiieieieicieeie et senses $ 19,512 § 28,203 $ 4,641
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For the years ended

December 31,
2014 2013 2012

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash payments for:

Income taxes $ 1,336 $ 1,727  $ 650

Interest on deposits and borrowings $ 4,675 $ 3301 $ 2,538
SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING ACTIVITIES:
Transfer from loans to real estate owned $ 706 $ 1,287  § 550
Loans originated to sell real estate owned .. -3 100 $ -

See accompanying notes to the consolidated financial statements.
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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”) was incorporated in 2009 to serve as a holding company for Investar Bank (the
“Bank”) in the event the Bank determined to reorganize into a holding company structure. On November 15, 2013, the Company
completed a share exchange with the shareholders of the Bank, which resulted in the Bank becoming a wholly-owned subsidiary of
the Company. Pursuant to this share exchange, all issued and outstanding common stock of the Bank, and all outstanding and
unexercised warrants and options to purchase additional shares of common stock of the Bank, were exchanged for a like number of
shares of common stock of the Company, and respectively, a like number of warrants and options to purchase additional shares of
common stock of the Company.

In July 2014, the Company completed the issuance and sale of 3,285,300 shares of its common stock in its initial public offering,
which amount includes 410,300 shares sold pursuant to the underwriters’ exercise of their option to purchase additional shares from
the Company, at a public offering price of $14.00 per share. The shares were offered pursuant to the Company’s Registration
Statement on Form S-1. After deducting underwriting commissions and offering expenses, the Company received net proceeds of
$41.7 million from the sale of such shares.

The consolidated financial statements of Investar Holding Corporation and its wholly-owned subsidiary, the Bank, have been prepared
in conformity with accounting principles generally accepted in the United States (“U.S. GAAP”).

Segments

All of the Company’s banking operations are considered by management to be aggregated in one reportable operating
segment. Because the overall banking operations comprise substantially all of the consolidated operations, no separate segment
disclosures are presented in the accompanying consolidated financial statements.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary, the Bank. All significant
intercompany accounts and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements as
well as the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates,
and such differences could be material.

Material estimates that are particularly susceptible to significant change relate to the determination of the allowance for loan losses.
While management uses available information to recognize losses on loans, future additions to the allowance may be necessary based
on changes in local economic conditions. In addition, regulatory agencies, as an integral part of their examination process, periodically
review the Company’s allowance for loan losses. Such agencies may require the Company to recognize additions to the allowance
based on their judgments about information available to them at the time of their examination. Because of these factors, it is
reasonably possible that the allowance for loan losses may change materially in the near term. However, the amount of the change that
is reasonably possible cannot be estimated.

Other estimates that are susceptible to significant change in the near term relate to the determination of other-than-temporary
impairments of securities and the fair value of financial instruments.
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Investment Securities

The Company’s investments in securities are accounted for in accordance with applicable guidance contained in the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”), which requires the classification of securities
into one of the following categories:

e Securities to be held to maturity: bonds, notes, and debentures for which the Company has the positive intent and ability to hold
to maturity are reported at cost, adjusted for premiums and discounts that are recognized in interest income using the interest
method over the period to maturity.

e Securities available for sale: available for sale securities consist of bonds, notes, and debentures that are available to meet the
Company’s operating needs. These securities are reported at fair value.

Unrealized holding gains and losses, net of tax, on available for sale securities are reported as a net amount in other comprehensive
income. Purchase premiums and discounts are recognized in interest income using the interest method over the terms of the securities.
Realized gains and losses on the sale of investment securities are determined using the specific-identification method.

The Company follows FASB guidance related to the recognition and presentation of other-than-temporary impairment. The guidance
specifies that if an entity does not have the intent to sell a debt security prior to recovery, the security would not be considered other-
than-temporarily impaired unless there is a credit loss. When an entity does not intend to sell the security, and it is more likely than not
that the entity will not have to sell the security before recovery of its cost basis, it will recognize the credit component of an other-
than-temporary impairment of a debt security in earnings and the remaining portion in other comprehensive income.

Other investment securities include investments in Federal Home Loan Bank (“FHLB”) and First National Bankers Bankshares
(“FNBB”) stock, which investments are restricted. These investments are carried at cost which approximated fair value at
December 31, 2014 and 2013.

Loans

The Company’s loan portfolio categories include real estate, commercial and consumer loans. Real estate loans are further categorized
into construction and development, one to four family residential, multifamily, farmland and nonfarm nonresidential loans. The
consumer loan category includes loans originated through indirect lending. Indirect lending, which is lending initiated through third-
party business partners, is largely comprised of loans made through automotive dealerships.

Loans that management has the intent and ability to hold for the foreseeable future or until maturity or pay-off are stated at unpaid
principal balances, adjusted by an allowance for loan losses. Interest on loans is calculated by using the simple interest method on
daily balances of the principal amount outstanding. Loans are ordinarily placed on nonaccrual when a loan is specifically determined
to be impaired or when principal or interest is delinquent for 90 days or more; however, management may elect to continue the accrual
when the estimated net realizable value of collateral is sufficient to cover the principal balance and the accrued interest. Any unpaid
interest previously accrued on nonaccrual loans is reversed from income. Interest income, generally, is not recognized on specific
impaired loans unless the likelihood of further loss is remote. Interest payments received on such loans are applied as a reduction of
the loan principal balance. Interest income on other nonaccrual loans is recognized only to the extent of interest payments received.

The Company considers a loan to be impaired when, based upon current information and events, it believes it is probable that the
Company will be unable to collect all amounts due according to the contractual terms of the loan agreement. Factors considered by
management in determining impairment include payment status, collateral value, and the probability of collecting scheduled principal
and interest payments when due. Loans that experience insignificant payment delays and payment shortfalls generally are not
classified as impaired. The Company’s impaired loans include troubled debt restructurings and performing and non-performing major
loans for which full payment of principal or interest is not expected. Large groups of smaller balance homogenous loans are
collectively evaluated for impairment. The Company calculates an allowance required for impaired loans based on the present value of
expected future cash flows discounted at the loan’s effective interest rate, the loan’s observable market price or the fair value of its
collateral. If the recorded investment in the impaired loan exceeds the measure of fair value, a valuation allowance is required as a
component of the allowance for loan losses. Changes to the valuation allowance are recorded as a component of the provision for loan
losses.

The Company follows the FASB accounting guidance on sales of financial assets, which includes participating interests in loans. For

loan participations that are structured in accordance with this guidance, the sold portions are recorded as a reduction of the loan
portfolio. Loan participations that do not meet the criteria are accounted for as secured borrowings.
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Loans Held for Sale

Loans originated and intended for sale in the secondary market are carried at the lower of cost or fair value on an aggregate basis
under the fair value option accounting guidance for financial instruments. For loans carried at the lower of cost or fair value, gains and
losses on loan sales (sales proceeds minus carrying value) are recorded in noninterest income, and direct loan origination costs and
fees are deferred at origination of the loan and are recognized in noninterest income upon sale of the loan.

Loans Sold with Recourse

The Company has an obligation to repurchase certain mortgage loans and indirect loans sold and to refund certain fees to the
purchaser if the loans fail to perform or prepay within prescribed time periods after the date of sale. Prepayment penalty features also
exist for certain conforming loans as defined in each agreement with investors. Accounting guidance requires a guarantor to recognize,
at the inception of a guarantee, a liability in an amount equal to the fair value of the obligation undertaken in issuing the
guarantee. The Company considers loans sold with recourse to be guarantees.

Allowance for Loan Losses

The adequacy of the allowance for loan losses is determined in accordance with U.S. GAAP. The allowance for loan losses is
estimated through a provision for loan losses charged to earnings. Loan losses are charged against the allowance when management
believes the loan balance is uncollectable. Subsequent recoveries, if any, are credited to the allowance.

The allowance is an amount that management believes will be adequate to absorb probable losses inherent in the loan portfolio as of
the balance sheet date based on evaluations of the collectability of loans and prior loan loss experience. The evaluations take into
consideration such factors as changes in the nature and volume of the loan portfolio, overall portfolio quality, review of specific
problem loans, and current economic conditions that may affect the borrower’s ability to pay. This evaluation is inherently subjective
as it requires estimates that are susceptible to significant revision as more information becomes available. Allowances for impaired
loans are generally determined based on collateral values or the present value of estimated cash flows. Credits deemed uncollectible
are charged to the allowance. Provisions for loan losses and recoveries on loans previously charged off are adjusted to the allowance.
Past due status is determined based on contractual terms.

The allowance consists of allocated and general components. The allocated component relates to loans that are classified as impaired.
For loans that are classified as impaired, an allowance is established when the discounted cash flows (or collateral value observable
market price) of the impaired loan is lower than the carrying value of that loan. The general component covers non-classified loans
and is based on historical loss experience adjusted for qualitative factors. Based on management’s review and observations made
through qualitative review, management may apply qualitative adjustments to determine loss estimates at a group and/or portfolio
segment level as deemed appropriate. Management has an established methodology to determine the adequacy of the allowance for
loan losses that assesses the risks and losses inherent in its portfolio and portfolio segments. The Company utilizes an internally
developed model that requires significant judgment to determine the estimation method that fits the credit risk characteristics of the
loans in its portfolio and portfolio segments. Qualitative and environmental factors that may not be directly reflected in quantitative
estimates include: asset quality trends, changes in loan concentrations, new products and process changes, changes and pressures from
competition, changes in lending policies and underwriting practices, trends in the nature and volume of the loan portfolio, changes in
experience and depth of lending staff and management and national and regional economic trends. Changes in these factors are
considered in determining the directional consistency of changes in the allowance for loan losses. The impact of these factors on the
Company’s qualitative assessment of the allowance for loan losses can change from period to period based on management’s
assessment of the extent to which these factors are already reflected in historic loss rates. The uncertainty inherent in the estimation
process is also considered in evaluating the allowance for loan losses.
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INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Troubled Debt Restructurings

The Company periodically grants concessions to its customers in an attempt to protect as much of its investment as possible and
minimize the risk of loss. These concessions may include restructuring the terms of a customer loan, thereby adjusting the customer’s
payment requirements. In accordance with the FASB’s Accounting Standards Update (“ASU”) 2011-02, Receivables (Topic 310): A
Creditor’s Determination of Whether a Restructuring is a Troubled Debt Restructuring, in order to be considered a troubled debt
restructuring (a “TDR”), the Company must conclude that the restructuring constitutes a concession and the customer is experiencing
financial difficulties. The Company defines a concession to a customer as a modification of existing loan terms for economic or legal
reasons that it would otherwise not consider. Concessions are typically granted through an agreement with the customer or are
imposed by a court of law. Concessions include modifying original loan terms to reduce or defer cash payments required as part of the
loan agreement, including but not limited to a reduction of the stated interest rate for the remaining original life of the debt, an
extension of the maturity date or dates at a stated interest rate lower than the current market rate for new debt with similar risk
characteristics, a reduction of the face amount or maturity amount of the debt, or a reduction of accrued interest receivable on a debt.
In its determination of whether the customer is experiencing financial difficulties, the Company considers numerous indicators,
including but not limited to, whether the customer has declared or is in the process of declaring bankruptcy, whether there is
substantial doubt about the customer’s ability to continue as a going concern, whether the Company believes the customer’s future
cash flows will be insufficient to service the debt in accordance with the contractual terms of the existing agreement for the
foreseeable future, and whether without modification the customer cannot obtain sufficient funds from other sources at an effective
interest rate equal to the current market rate for similar debt for a non-troubled debtor.

If the Company concludes that both a concession has been granted and the concession was granted to a customer experiencing
financial difficulties, the Company identifies the loan as a TDR. For purposes of the determination of an allowance for loan losses on
these TDRs, the loan is reviewed for specific impairment in accordance with the Company’s allowance for loan loss methodology. If it
is determined that losses are probable on such TDRs, either because of delinquency or other credit quality indicators, the Company
establishes specific reserves for these loans.

Servicing Rights

Primary servicing rights represent the Company’s right to service consumer automobile loans for third-party whole-loan sales and
loans sold as participations. Primary servicing involves the collection of payments from individual borrowers and the distribution of
these payments to the investors.

The Company capitalizes the value expected to be realized from performing specified automobile servicing activities for others as
automobile servicing rights (““ASRs”) when the expected future cash flows from servicing are projected to be more than adequate
compensation for such activities. These capitalized servicing rights are purchased or retained upon sale of consumer automobile loans.

The Company measures all consumer automobile servicing assets and liabilities at fair value. The Company defines servicing rights
based on both the availability of market inputs and the manner in which the Company manages the risks of servicing assets and
liabilities. The Company leverages all available relevant market data to determine the fair value of recognized servicing assets and
liabilities.

The Company calculates the fair value of ASRs using various assumptions including future cash flows, market discount rates,
expected prepayments, servicing costs and other factors. A significant change in prepayments of loans in the servicing portfolio could
result in significant changes in the valuation adjustments, thus creating potential volatility in the carrying amount of ASRs.

As of the years ended December 31, 2014, 2013, and 2012, expected future cash flows from ASRs approximated adequate
compensation for such activities. Accordingly, the Company has not recorded an asset or liability. Total income earned from servicing
activities was approximately $0.6 million, $0.1 million and $5,000 for the years ended December 31, 2014, 2013, and 2012,
respectively. The Company did not service loans that it sold until 2012.

Real Estate Owned

Real estate acquired through, or in lieu of, foreclosure is initially recorded at the lower of cost or fair value at the time of foreclosure,
less estimated selling cost, and any related write down is charged to the allowance for loan losses. Valuations are periodically
performed by management and provisions for estimated losses on real estate owned are charged to income when fair value is
determined to be less than the carrying value.
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Costs relative to the development and improvement of properties are capitalized to the extent realizable, whereas ordinary upkeep
disbursements are charged to expense. The ability of the Company to recover the carrying value of real estate is based upon future
sales of the real estate owned. The ability to affect such sales is subject to market conditions and other factors, many of which are
beyond the Company’s control. Operating income and expense of such properties is included in other operating income or expense,
respectively, on the accompanying consolidated statements of operations. Gain or loss on the disposition of such properties is included
in noninterest income on the consolidated statements of operations.

Bank Premises and Equipment

Bank premises and equipment are stated at cost, less accumulated depreciation. Depreciation expense is computed by the straight-line
method and is charged to expense over the estimated useful lives of the assets, which range from | to 39 years. Costs of major
additions and improvements are capitalized. Expenditures for maintenance and repairs are expensed as incurred.

Goodwill and Other Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of the net identifiable assets acquired in a business
combination. Goodwill and other intangible assets deemed to have an indefinite useful life are not amortized but instead are subject to
review for impairment annually, or more frequently if deemed necessary, in accordance with the provisions of FASB ASC Topic 350,
Intangibles — Goodwill and Other. Intangible assets with estimable useful lives are amortized over their respective estimated useful
lives and reviewed for impairment in accordance with FASB ASC Topic 360, Property, Plant, and Equipment. If impaired, the asset is
written down to its estimated fair value. No impairment charges have been recognized through December 31, 2014. Core deposit
intangibles representing the value of the acquired core deposit base are generally recorded in connection with business combinations
involving banks and branch locations. The Company’s policy is to amortize core deposit intangibles over the estimated useful life of
the deposit base, either on a straight line basis not exceeding 15 years or an accelerated basis over 10 years. The remaining useful lives
of core deposit intangibles are evaluated periodically to determine whether events and circumstances warrant revision of the remaining
period of amortization. All of the Company’s core deposit intangibles are currently amortized on a straight-line basis over 15 years.
See Note 8, Goodwill and Other Intangible Assets, for additional information.

Repurchase Agreements

Securities sold under agreements to repurchase are secured borrowings treated as financing activities and are carried at the amounts at
which the securities will be subsequently reacquired as specified in the respective agreements.

Compensated Absences

Employees of the Bank are entitled to paid vacation and sick days. Vacation and sick days are granted on an annual basis to eligible
employees. Unused vacation days expire on December 31 of each year. The maximum amount of sick leave an employee is allowed to
accrue is 120 hours.

Stock-Based Compensation

The Company accounts for stock-based compensation under the provisions of ASC Topic 718, Compensation - Stock Compensation.
Under this accounting guidance, fair value is established as the measurement objective in accounting for stock awards and requires the
application of a fair value based measurement method in accounting for compensation costs, which is recognized over the requisite
service period. See Note 14, Stockholders’ Equity, for further disclosures regarding stock-based compensation.

Off-Balance Sheet Credit-Related Financial Instruments

The Company accounts for its guarantees in accordance with the provisions of ASC Topic 460, Guarantees. In the ordinary course of
business, the Company has entered into commitments to extend credit, including commitments under credit card agreements,
commercial letters of credit and standby letters of credit. Such financial instruments are recorded when they are funded.

Derivative Financial Instruments

ASC Topic 815, Derivatives and Hedging, requires that all derivatives be recognized as assets or liabilities in the balance sheet at fair
value.
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In the course of its business operations, the Company is exposed to certain risks, including interest rate, liquidity and credit risk. The
Company manages its risks through the use of derivative financial instruments, primarily through management of exposure due to the
receipt or payment of future cash amounts based on interest rates. The Company’s derivative financial instruments manage the
differences in the timing, amount and duration of expected cash receipts and payments.

Derivatives which are designated and qualify as a hedge of the exposure to variability in expected future cash flows, or other types of
forecasted transactions, are considered cash flow hedges. The effective portion of the derivative’s gain or loss is initially reported as a
component of other comprehensive income and subsequently reclassified into earnings when the forecasted transaction affects
earnings or when the hedge is terminated. The ineffective portion of the gain or loss is reported in earnings immediately.

In applying hedge accounting for derivatives, the Company establishes a method for assessing the effectiveness of the hedging
derivative and a measurement approach for determining the ineffective aspect of the hedge upon the inception of the hedge. These
methods are consistent with the Company’s approach to managing risk. Note 13, Derivative Financial Instruments, describes the
derivative instruments currently used by the Company and discloses how these derivatives impact the Company’s financial position
and results of operations.

Income Taxes

The provision for income taxes is based on amounts reported in the consolidated statements of operations after exclusion of
nontaxable income such as interest on state and municipal securities. Also, certain items of income and expenses are recognized in
different time periods for financial statement purposes than for income tax purposes. Thus, provisions for deferred taxes are recorded
in recognition of such temporary differences.

Deferred taxes are determined utilizing a liability method whereby deferred tax assets are recognized for deductible temporary
differences and deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the differences
between the reported amounts of assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance
when, in the opinion of management, it is more likely than not that some portion or all of the deferred tax assets will not be realized.
Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.

The Company has adopted accounting guidance related to accounting for uncertainty in income taxes, which sets out a consistent
framework to determine the appropriate level of tax reserves to maintain for uncertain tax positions.

Deferred tax assets are recognized if it is more likely than not, based on the technical merits, that the tax position will be realized or
sustained upon examination. The term “more likely than not” means a likelihood of more than 50 percent. A tax position that meets
the more-likely-than-not recognition threshold is initially and subsequently measured as the largest amount of tax benefit that has a
greater than 50 percent likelihood of being realized upon settlement with a taxing authority that has full knowledge of all relevant
information. The determination of whether or not a tax position has met the more-likely-than-not recognition threshold considers the
facts, circumstances, and information available at the reporting date and is subject to management’s judgment. Deferred tax assets are
reduced by a valuation allowance, if based on the weight of evidence available, it is more likely than not that some portion or all of
deferred tax asset will not be realized.

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

Earnings Per Share

Basic earnings per share represents income available to common shareholders divided by the weighted average number of shares of
common stock outstanding during the period. Diluted earnings per share reflects the additional potential common shares that would
have been outstanding if dilutive potential common shares had been issued, as well as any adjustment to income that would result
from the assumed issuance.

Statements of Cash Flows

For purposes of the statements of cash flows, cash and cash equivalents include cash and amounts due from banks and federal funds
sold.
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Advertising Costs

Advertising and marketing costs are recorded as expenses in the year in which they are incurred. Advertising and marketing costs
charged to operations were approximately $0.3 million, $0.3 million and $0.2 million for the years ended December 31, 2014, 2013
and 2012, respectively.

Comprehensive Income

Comprehensive income includes net income and other comprehensive income or loss, which in the case of the Company includes
unrealized gains and losses on securities and changes in the fair value of interest rate swaps, net of related income taxes.

Acquisition Accounting

Acquisitions are accounted for under the purchase method of accounting. Purchased assets and assumed liabilities are recorded at their
respective acquisition date fair values, and identifiable intangible assets are recorded at fair value. If the consideration given exceeds
the fair value of the net assets received, goodwill is recognized. If the fair value of the net assets received exceeds the consideration
given, a bargain purchase gain is recognized. Fair values are subject to refinement for up to one year after the closing date of an
acquisition as information relative to closing date fair values becomes available.

Purchased loans acquired in a business combination are recorded at their estimated fair value as of the acquisition date. The fair value
of loans acquired is determined using a discounted cash flow model based on assumptions regarding the amount and timing of
principal and interest prepayments, estimated payments, estimated default rates, estimated loss severity in the event of defaults, and
current market rates. Estimated credit losses are included in the determination of fair value; therefore, an allowance for loan losses is
not recorded on the acquisition date. The fair value adjustment is amortized over the life of the loan using the effective interest
method.

Acquired Impaired Loans

The Company accounts for acquired impaired loans under FASB ASC Topic 310-30, Loans and Debt Securities Acquired with
Deteriorated Credit Quality (“ASC 310-30”). An acquired loan is considered impaired when there is evidence of credit deterioration
since origination and it is probable at the date of acquisition that the Company will be unable to collect all contractually required
payments.

For acquired impaired loans, the Company (a) calculates the contractual amount and timing of undiscounted principal and interest
payments (the “undiscounted contractual cash flows”) and (b) estimates the amount and timing of undiscounted expected principal and
interest payments (the “undiscounted expected cash flows”). Under ASC 310-30, the difference between the undiscounted contractual
cash flows and the undiscounted expected cash flows is the nonaccretable difference. The nonaccretable difference represents an
estimate of the loss exposure of principal and interest related to the acquired impaired loan portfolio, and such amount is subject to
change over time based on the performance of such loans.

The excess of expected cash flows at acquisition over the initial fair value of acquired impaired loans is referred to as the “accretable
yield” and is recorded as interest income over the estimated life of the loans using the effective yield method if the timing and amount
of the future cash flows is reasonably estimable. As required by ASC 310-30, the Company periodically re-estimates the expected
cash flows to be collected over the life of the acquired impaired loans. Improvements in expected cash flows over those originally
estimated increase the accretable yield and are recognized as interest income prospectively. Decreases in the amount and changes in
the timing of expected cash flows compared to those originally estimated decrease the accretable yield and usually result in a
provision for loan losses and the establishment of an allowance for loan losses with respect to the acquired impaired loan. The
carrying value of acquired impaired loans is reduced by payments received, both principal and interest, and increased by the portion of
the accretable yield recognized as interest income.

Reclassifications

Certain reclassifications have been made to the 2013 and 2012 financial statements to be consistent with the 2014 presentation.
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Recent Accounting Pronouncements

ASU 2013-02, “Comprehensive Income (Topic 220): Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive
Income.” Issued in February 2013, Accounting Standards Update (“ASU”) 2013-02 requires the Company to report the effect of
significant reclassifications out of accumulated other comprehensive income on the respective line items in the Company’s
consolidated statement of comprehensive income if the amount being reclassified is required under U.S. GAAP to be reclassified in its
entirety to net income. The ASU does not change the current requirements for reporting net income or other comprehensive income in
the consolidated financial statements of the Company, but does require the Company to provide information about the amounts
reclassified out of accumulated other comprehensive income by component. The provisions of the ASU are effective prospectively for
fiscal periods beginning after December 15, 2013, with early adoption permitted. The adoption of this ASU is reflected in the
accompanying consolidated statements of comprehensive income.

ASU 2013-11, “Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a
Similar Tax Loss, or a Tax Credit Carryforward Exists.” In July 2013, the Financial Accounting Standards Board (“FASB”) issued
ASU 2013-11 to provide guidance on the presentation of unrecognized tax benefits when net operating loss carryforwards, similar tax
losses, or tax credit carryforwards exist at the reporting date. The ASU is effective for fiscal years beginning after December 15, 2014.
Adoption of this ASU is not expected to have a material impact on the Company’s consolidated financial statements.

FASB ASC Subtopic 310-40 “Receivables — Troubled Debt Restructurings by Creditors” Update No. 2014-04. The FASB issued
Update No. 2014-04 in January 2014. The amendments in this update clarify 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 the 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 amendments in the update should be applied prospectively and are effective for fiscal years, and
interim periods within those years, beginning after December 15, 2014. Early adoption is permitted. The adoption of this standard is
not expected to have a material impact on the Company’s consolidated financial position.

FASB ASC Topic 606 “Revenue from Contracts with Customers” Update No. 2014-09. The FASB issued Update No. 2014-09 in May
2014 to address the previous revenue recognition requirements in U.S. GAAP that differ from those in International Financial
Reporting Standards (“IFRS”). Accordingly, the FASB and the International Accounting Standards Board (“IASB”) initiated a joint
project to clarify the principles for recognizing revenue and to develop a common revenue standard for GAAP and IFRS. The core
principle of the guidance is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. For public
entities, the standard is effective for annual and interim periods beginning after December 15, 2016, and calendar year-end public
entities will apply it in the quarter that ends March 31, 2017. Early adoption is not permitted. The Company is currently assessing the
potential impact of this amendment on its consolidated financial statements.
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FASB ASC Topic 860 “Transfers and Servicing” Update No. 2014-11. The FASB issued Update No. 2014-11 in June 2014 to respond
to stakeholders’ concerns about current accounting and disclosures for repurchase agreements and similar transactions. The
amendments in this Update require two accounting changes. Firstly, the amendments in this Update change the accounting for
repurchase-to-maturity transactions to secured borrowing accounting. Secondly, for repurchase financing arrangements, the
amendments require separate accounting for a transfer of a financial asset executed contemporaneously with a repurchase agreement
with the same counterparty, which will result in secured borrowing accounting for the repurchase agreement. The amendments in this
Update require disclosures for certain transactions comprising (1) a transfer of a financial asset accounted for as a sale and (2) an
agreement with the same transferee entered into in contemplation of the initial transfer that results in the transferor retaining
substantially all of the exposure to the economic return on the transferred financial asset throughout the term of the transaction. For
those transactions outstanding at the reporting date, the transferor is required to disclose certain information by type of transaction.
The amendments in this Update also require certain disclosures for repurchase agreements, securities lending transactions, and
repurchase-to-maturity transactions that are accounted for as secured borrowings. The accounting changes in this Update are effective
for public business entities for the first interim or annual period beginning after December 15, 2014. An entity is required to present
changes in accounting for transactions outstanding on the effective date as a cumulative-effect adjustment to retained earnings as of
the beginning of the period of adoption. Earlier application for a public business entity is prohibited. For public business entities, the
disclosure for certain transactions accounted for as a sale is required to be presented for interim and annual periods beginning after
December 15, 2014, and the disclosure for repurchase agreements, securities lending transactions, and repurchase-to-maturity
transactions accounted for as secured borrowings is required to be presented for annual periods beginning after December 15, 2014,
and for interim periods beginning after March 15, 2015. The disclosures are not required to be presented for comparative periods
before the effective date. The adoption of this standard is not expected to have a material impact on the Company’s consolidated
financial position.

FASB ASC Topic 718 “Compensation — Stock Compensation” Update No. 2014-12. The FASB issued Update No. 2014-12 in June
2014 to resolve the diverse accounting treatment of stock-based payment awards that require, as a condition to vesting, achievement of
a specific performance target after the requisite service period. Many reporting entities account for these performance targets as
performance conditions that affect the vesting of the award and, therefore, do not reflect the performance target in the estimate of the
grant-date fair value of the award, while other reporting entities treat those performance targets as nonvesting conditions that affect the
grant-date fair value of the award. This amendment requires that these performance targets that affect vesting and that could be
achieved after the requisite service period be treated as a performance condition. A reporting entity should apply existing guidance in
Topic 718 “Compensation—Stock Compensation™ as it relates to awards with performance conditions that affect vesting to account
for such awards. The amendments in this update are effective for annual periods and interim periods within those annual periods
beginning after December 15, 2015. Early adoption is permitted. The adoption of this standard is not expected to have a material
impact on the Company’s consolidated financial position.

FASB ASC Topic 810 “Consolidation” Update No. 2014-13. The FASB issued Update No.2014-13 in August 2014 to reduce
diversity in the accounting for the measurement difference in both the initial consolidation and the subsequent measurement of the
financial assets and the financial liabilities of a collateralized financing entity. The amendments clarify that (1) the fair value of the
financial assets and the fair value of the financial liabilities of the consolidated collateralized financing entity should be measured
using the requirements of ASC Topic 820, Fair Value Measurements and Disclosures, and (2) any differences in the fair value of the
financial assets and the fair value of the financial liabilities of that consolidated collateralized financing entity should be reflected in
earnings and attributed to the reporting entity in the consolidated statement of income (loss). The amendments in this update are
effective for the annual period ending after December 15, 2015, and for the annual periods and interim periods thereafter. Early
adoption is permitted. The adoption of this standard is not expected to have a material impact on the Company’s consolidated financial
position.

FASB ASC Topic 310-40 “Receivables — Troubled Debt Restructurings by Creditors” Update No. 2014-14. The FASB issued Update
No. 2014-14 in August 2014 to reduce diversity in practice related to how creditors classify government-guaranteed mortgage loans,
including FHA or VA guaranteed loans, upon foreclosure. The amendments require that a mortgage loan be derecognized and that a
separate other receivable be recognized upon foreclosure if the following conditions are met: (1) the loan has a government guarantee
that is not separable from the loan before foreclosure; (2) at the time of foreclosure, the creditor has the intent to convey the real estate
property to the guarantor and make a claim on the guarantee, and the creditor has the ability to recover under that claim; and (3) at the
time of foreclosure, any amount of the claim that is determined on the basis of the fair value of the real estate is fixed. The
amendments in this update are effective for the annual period beginning after December 15, 2014. Early adoption is permitted. The
adoption of this standard is not expected to have a material impact on the Company’s consolidated financial position.
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FASB ASC Topic 205-40 “Presentation of Financial Statements — Going Concern” Update No. 2014-15. The FASB issued Update
No. 2014-15 in August 2014 to reduce diversity in the timing and content of footnote disclosures related to an entity’s ability to
continue as a going concern. The amendments require management to assess an entity’s ability to continue as a going concern by
incorporating and expanding upon certain principles that are currently in U.S. auditing standards. Specifically, the amendments
(1) provide a definition of the term substantial doubt, (2) require an evaluation every reporting period including interim periods,
(3) provide principles for considering the mitigating effect of management’s plans, (4) require certain disclosures when substantial
doubt is alleviated as a result of consideration of management’s plans, (5) require an express statement and other disclosures when
substantial doubt is not alleviated, and (6) require an assessment for a period of one year after the date that the financial statements are
issued (or available to be issued). The amendments in this update are effective for the annual period ending after December 15, 2016,
and for annual periods and interim periods thereafter. Early adoption is permitted. The adoption of this standard is not expected to
have a material impact on the Company’s consolidated financial position.

FASB ASC Topic 815-10 “Derivatives and Hedging” Update No. 2014-16. The FASB issued Update No. 2014-16 in November 2014
to eliminate the use of different methods in practice and thereby reduce existing diversity under GAAP in the accounting for hybrid
financial instruments issued in the form of a share. The amendments in this update do not change the current criteria in GAAP for
determining when separation of certain embedded derivative features in a hybrid financial instrument is required. The amendments
clarify how current GAAP should be interpreted, specifically by stating that an entity should consider all relevant terms and features in
evaluating the nature of the host contract and that no single term or feature would necessarily determine the economic characteristics
and risks of the host contract. The assessment of the substance of the relevant terms and features should incorporate a consideration of
(1) the characteristics of the terms and features themselves, (2) the circumstances under which the hybrid financial instrument was
issued or acquired, and (3) the potential outcomes of the hybrid financial instrument as well as the likelihood of those potential
outcomes. The amendments in the update are effective for the annual period ending after December 15, 2015. Early adoption is
permitted. The adoption of this standard is not expected to have a material impact on the Company’s consolidated financial position.

FASB ASC Topic 805-50 “Push-Down Accounting” Update No. 2014-17. The FASB proposed Update No. 2014-17 in November
2014 to provide an acquired entity with an option to apply pushdown accounting in its separate financial statements upon occurrence
of an event in which an acquirer obtains control of the acquired entity. The option to apply pushdown accounting would be evaluated
and may be elected by the acquired entity for each individual change-in-control event in which an acquirer obtains control of the
acquired entity. If the acquired entity elects the option to apply pushdown accounting, it would reflect in its separate financial
statements the new basis of accounting established by the acquirer for the individual assets and liabilities of the acquired entity by
applying Topic 805, Business Combinations. If the acquired entity does not elect the option to apply pushdown accounting in its
separate financial statements, it would disclose in the current reporting period that the entity has (1) undergone a change-in-control
event whereby an acquirer has obtained control of the entity during the reporting period and (2) elected to continue to prepare its
financial statements using its historical basis that existed before the acquirer obtained control of the entity. The amendments in the
proposed update would apply prospectively to an event in which an acquirer obtains control of the acquired entity for which the
acquisition date is on or after this proposed update’s effective date. The adoption of this standard is not expected to have a material
impact on the Company’s consolidated financial position.

FASB ASC Topic 225-20 “Income Statement — Extraordinary and Unusual Items” Update No. 2015-01. The FASB proposed Update
No. 2015-01 in January 2015 as part of its initiative to reduce complexity in accounting standards. This update eliminates from
GAAP the concept of extraordinary items. The amendments in the update are effective for the annual period ending after December
15, 2015. Early adoption is permitted. The adoption of this standard is not expected to have a material impact on the Company’s
consolidated financial position.

NOTE 2. ACQUISITION ACTIVITY

The Company takes advantage of opportunities to acquire other banking franchises in order to pursue its strategy of increasing its
market presence both within and outside of the Company’s current geographical footprint. Since 2006, the Company has completed
two acquisitions that the Company believes have enhanced shareholder value and the Company’s market presence.

On May 1, 2013, the Bank acquired First Community Bank (“FCB”), which had two locations, one in Hammond, Louisiana, and one
in Mandeville, Louisiana. In connection with the acquisition, the Company recorded approximately $77.5 million in loans, $86.5
million in deposits, a $0.5 million core deposit intangible, and other assets and liabilities of $13.9 million, net. The Bank acquired all
of the outstanding common stock of FCB in a tax-free exchange which resulted in a bargain purchase gain of approximately $0.9
million, recorded in noninterest income for the year ended December 31, 2013. Included in the noninterest expense during 2013 are
non-routine FCB acquisition expenses totaling approximately $0.3 million.
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On October 1, 2011, the Bank acquired South Louisiana Business Bank (“SLBB”), a full service commercial bank headquartered in
Prairieville, Louisiana. Both the purchased assets and liabilities assumed were recorded at fair value as of October 1, 2011. The Bank
acquired all of the outstanding common stock of the former SLBB shareholders for a total consideration of approximately $14.7
million in the form of 1,069,065 shares of Bank common stock. Fair value of net assets assumed including identifiable intangible
assets was approximately $12.0 million, and goodwill of approximately $2.7 million was recognized as a result of the acquisition.

NOTE 3. INVESTMENT SECURITIES

The amortized cost and approximate fair value of investment securities classified as available for sale are summarized 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 and corporations ...... $ 4351 $ 31 $ 22) $ 4,360
Mortgage-backed SECUTILIES .....ccvvevieiieieriieriieieeeeeee e e 47,903 365 (22) 48,246
Obligations of state and political subdivisSions.............ccecvevveecverneennen. 11,616 181 (57) 11,740
Corporate DONAS .......ccviivieiiieiieii ettt 5,416 23 (20) 5,419
EQUILY SECUITHIES ..c.uvieuiiiieiietieieete ettt 552 - (18) 534
TOLAL ...t $ 69,838 $ 600 $ (139) § 70,299
Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2013 Cost Gains Losses Value
Obligations of other U.S. government agencies and corporations ...... $ 2,227 % 26 § 43) $ 2,210
Mortgage-backed SECUTILIES .....ccvvervieiieieriieriieieeieeie e eae e 34,478 204 (220) 34,462
Obligations of state and political subdivisSions.............ccecvevveeverenennen. 14,581 14 (495) 14,100
Corporate DONAS .......ecviieiiiieiieie ettt 4,941 13 (29) 4,925
EQUILY SECUITHIES ..c.uvieuiiiieiietieieete et 506 - (30) 476
TOLAL ..t $ 56,733 $ 257 8§ 817) § 56,173

The amortized cost and approximate fair value of investment securities classified as held to maturity are summarized 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 and corporations ...... $ 3979 $ -3 (165) $ 3,814
Mortgage-backed SECUTITHIES .......eevverrverreriereieieeie e eeeenieeee e eaeeenens 3,469 5 (58) 3,416
Obligations of state and political SUbdiVISIONS........c..cccevverveerierrennnens 15,071 - - 15,071
TOLAL .t $ 22519 § 5 8 (223) § 22,301
Gross Gross
Amortized Unrealized Unrealized Fair
December 31, 2013 Cost Gains Losses Value
Obligations of other U.S. government agencies and corporations ...... $ 3972 % -3 (380) $ 3,592
Mortgage-backed SECUTILIES ......c.eervvevieireieneieiieieeie e 2,607 - (213) 2,394
TOLAL . $ 6,579 $ - $ (593) § 5,986
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The Company had no securities classified as trading as of December 31, 2014 or December 31, 2013.

The aggregate fair values and aggregate unrealized losses on securities whose fair values are below book values are summarized
below. Due to the nature of the investment and current market prices, these unrealized losses are considered a temporary impairment

of the securities.

The following table presents, by type and number of securities, the age of gross unrealized losses and fair value by investment
category for securities available for sale as of the dates presented (dollars in thousands):

December 31, 2014

Obligations of other U.S. government
agencies and COrporations ...........cceeverveeverevennenn
Mortgage-backed SeCUrities .........cceeveeereereerieneennne
Obligations of state and political
SUDAIVISIONS.c..euviteiieiieiieiieieeee e

December 31, 2013

Obligations of other U.S. government
agencies and COrporations ...........c.ceeeerveecverenennenn
Mortgage-backed SECUTities ........cccvvevvereerverriennnne.
Obligations of state and political
SUDAIVISIONS.c..euviieiieiieiceiieieeee e
Corporate bonds .........cceccveveereenieicieiieseeseee e
Equity SECUITHIES ...ccvvevieeiieeiieeieeiieieeie e

Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses
58 1,770 $ (10) $ 469 $  (12) $ 2239 § (22)
10 1,339 (1) 2,150 (21) 3,489 (22)
15 813 6) 3,021 (51) 3,834 (57)
6 1,782 (18) 547 2) 2329 (20)
1 488 (18) - - 488 (18)
37 8 6192 $  (53) S 6187 $  (86) $ 12379 $ (139)
Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses
4 % 1337 $  (43) $ - $ - 0§ 1337 § (43)
47 18,764 (220) - - 18,764 (220)
49 11,818 (495) - - 11,818 (495)
7 2,820 (28) 298 (1) 3,118 (29)
1 476 (30) - - 476 (30)
108 $35215 $ (816) $ 298 § (1) $35513 $ (817)

The following table presents, by type and number of securities, the age of gross unrealized losses and fair value by investment
category for securities held to maturity as of the dates presented (dollars in thousands):

December 31, 2014

Obligations of other U.S. government
agencies and corporations ..........c.ccecceeeeeereereennnnn
Mortgage-backed securities ..........coceeeeereereerieneennnne.

December 31, 2013

Obligations of other U.S. government
agencies and COrporations ............cevverveeverenennenn
Mortgage-backed SECUTItIES ......cceevvrrevereeerieereennnnne.

Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses
2 3 - - $ 3814 $ (165) $ 3,814 $ (165)
3 - - 2,343 (58) 2343 (58)
5% - % - $ 6157 S (223) $ 6,157 § (223)
Less than 12 Months 12 Months or More Total
Unrealized Unrealized Unrealized
Count Fair Value Losses Fair Value Losses Fair Value Losses
2§ 3592 $ (380) $ - % - % 3,592 $  (380)
3 2,394 (213) - - 2,394 (213)
5 % 598 $  (593) $ - $ - $ 598 $ (593)
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The unrealized losses in the Bank’s investment portfolio, caused by interest rate increases, are not credit issues. The Bank does not
intend to sell the securities and it is not more likely than not that the Bank will be required to sell the investments before recovery of
their amortized cost bases. The Bank does not consider these securities to be other-than-temporarily impaired at December 31, 2014 or
December 31, 2013.

The Company invested $0.5 million in an equity mutual fund known as the Community Reinvestment Act Qualified Investment Fund
(ticker CRAIX) on May 11, 2012. The mutual fund is composed of taxable municipal bonds, money market funds, small business
administration pools, corporate bonds, single family agency mortgage backed securities, and multifamily agency mortgage-backed
securities. This investment was made in accordance with the Company’s Community Reinvestment Act, or CRA, action plan in order
to receive CRA credit. The fair market value of the investment in the fund was approximately $0.5 million at December 31, 2014 with
a loss of approximately $18,000, and the fair market value was approximately $0.5 million at December 31, 2013 with a loss of
approximately $30,000.

Other equity securities at December 31, 2014 and 2013 include FHLB and FNBB stock. This stock is considered restricted stock as
only banks, which are members of the organization, may acquire or redeem shares of such stock. The stock is redeemable at its face
value; therefore, there are no gross unrealized gains or losses associated with this investment.

The weighted average tax equivalent yield, amortized cost and approximate fair value of investment debt securities, by contractual
maturity (including mortgage-backed securities), are shown below as of the dates presented. Actual maturities will differ from
contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties
(dollars in thousands).

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 ............cccccoeveuenennee. 1.21% $ 100 $ 100 7.07% $ 620 $ 620
Due after one year through five years ... 1.66% 1,871 1,868 7.07% 2,815 2,815
Due after five years through ten years... 2.48% 17,324 17,433 7.07% 4,365 4,365
Due after ten years.........ccoeceevvecveevennnnns 2.33% 49,991 50,364 331% 14,719 14,501
Total debt securities............ccveeeeevveeenn. 69,286 69,765 22,519 22,301
Total equity SECUTIIES ....ccevveverereeranenne, 552 534 - -
$§ 69,838 § 70,299 $ 22519 $ 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 ............ccccoeuevevnnnnn. 2.05% $ 697 $ 702 0.00% $ - 8 -
Due after one year through five years ... 1.38% 2,543 2,550 0.00% - -
Due after five years through ten years... 2.69% 10,809 10,707 0.00% - -
Due after ten years.......occeeeeveecueneenneens 2.39% 42,178 41,738 2.26% 6,579 5,986
Total debt securities............ccoveeeeeuveeenne. 56,227 55,697 6,579 5,986
Total equity SECUTItIES ....cceerevereeeeraneene 506 476 - -
$ 56,733 § 56,173 $ 6,579 $ 5,986
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NOTE 4. LOANS

The Company’s loan portfolio is summarized below as of the dates presented (dollars in thousands):

December 31,

2014 2013

Mortgage loans on real estate:

Construction and deVElOPIMENT ..........ccuevieiieiiiiiieiieieee ettt aeeee e saeese s e $ 71,350 $ 63,170

1o FAMILY ittt ettt sttt e ae bt e et et e eneene e 137,519 104,685

IMIUTEAIMILY .ttt ettt ettt bt enee e e neesaesnea 17,458 14,286

FaMIANA......c..oiiiieiiieeeee ettt et e et e st e e s et e e e enteeeseaaaeessneeean 2,919 830

Nonfarm, NONTESIAENTIAL ..........coovvviiiiiiiiiiieieee e e e e eear e e e e e e enaes 225,058 157,363
Commercial and INAUSIIIAL.........ocouviiiiiiii et e et e e e e s e e e s eaaeeeenes 54,187 32,665
(070) 115111 1 1<) oSO 114,299 131,096
TOLAL LOANS.......evieeeeeeeeceeecee ettt et ettt ettt e et e eateeaeesteesaeessenteeaseeneenseeseenseensesaeans $ 622,790 $ 504,095

The following table provides an analysis of the aging of loans as of the dates presented (dollars in thousands):

December 31, 2014
Past Due and Accruing
Total Past
90 or more Due &
30-59 days  60-89 days days Nonaccrual Nonaccrual Current Total Loans
Construction and development.............c.ccccveuee... $ 106 $ 14 3 - $ 1363 $§ 1483 $ 69,867 $ 71,350
1-4 Family.....ccooovieieniieiieieceeceee e 179 - - 837 1,016 136,503 137,519
Multifamily .......cceeverieniieiieieeieeeeeee e - - - - - 17,458 17,458
Farmland ........cccooooevviiiiiiiiiiie e - - - - - 2,919 2,919
Nonfarm, nonresidential.............ccoeovvveivvieeiinnnnnn. - - - 749 749 224,309 225,058
Total mortgage loans on real estate...................... 285 14 - 2,949 3,248 451,056 454,304
Commercial and industrial ...........c.ccoooevieiienneennn. 2 - - 178 180 54,007 54,187
CONSUMET ...oeeviiieeiiiee ettt eaee e 239 47 - 213 499 113,800 114,299
TOtal IOANS......eevieeeieeeeeeeeeeeeeeeeeee e $ 526 $% 61 3 - $ 3340 $ 3927 $618,863 $ 622,790
December 31, 2013
Past Due and Accruing
Total Past
90 or more Due &

30-59 days  60-89 days days Nonaccrual Nonaccrual Current Total Loans

Construction and development..............c..c..c......... $ 62 $ 34 3 - $ 891 §$ 987 $ 62,183 $ 63,170
LT-4 Family...coooooviiiiiiinieececececeeee, 81 - - 141 222 104,463 104,685
Multifamily ......cooeeieiiiceeee e - - - - - 14,286 14,286
Farmland ..........cccooooiioiiiiiiiccec e - - - - - 830 830
Nonfarm, nonresidential............cccoeevvvevvvereinnnennn. 122 - - 187 309 157,054 157,363
Total mortgage loans on real estate..................... 265 34 - 1,219 1,518 338,816 340,334
Commercial and industrial ..............cooeevvvveeenennn. - - - 119 119 32,546 32,665
CONSUIMET ... e e 120 27 - 151 298 130,798 131,096
Total I0aNS......c..eeeeeeiieeeeeeeecee e $ 385 $ 61 $ - $ 1489 § 1935 $502,160 $ 504,095

The total December 31, 2014 balance in the table above includes approximately $45.0 million of loans acquired from the FCB and
SLBB acquisitions that were recorded at fair value as of the acquisition dates. Included in the acquired loan balances as of
December 31, 2014 were approximately $0.3 million in loans 30-59 days past due, $14,000 in loans 60-89 days past due, and $1.1
million in nonaccrual loans.
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The total December 31, 2013 balance in the table above includes approximately $64.8 million of loans acquired from the FCB and
SLBB acquisitions that were recorded at fair value as of the acquisition dates. Included in the acquired loan balances as of
December 31, 2013 were approximately $0.2 million in loans 30-59 days past due, $34,000 in loans 60-89 days past due, and $1.2
million in nonaccrual loans.

Credit Quality Indicators

Loans are categorized into risk categories based on relevant information about the ability of borrowers to service their debt, such as
current financial information, historical payment experience, credit documentation, public information, and current economic trends,
among other factors. The following definitions are utilized for risk ratings, which are consistent with the definitions used in
supervisory guidance:

Pass — Loans not meeting the criteria below are considered pass. These loans have the highest credit characteristics and financial
strength. Borrowers possess characteristics that are highly profitable, with low to negligible leverage and demonstrate significant net
worth and liquidity.

Special Mention — Loans classified as special mention have a potential weakness that deserves management’s close attention. If left
uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the loan or of the Company’s credit
position at some future date.

Substandard — Loans classified as substandard are inadequately protected by the current net worth and paying capacity of the obligor
or of the collateral pledged, if any. Loans so classified have a well-defined weakness or weaknesses that jeopardize the liquidation of
the debt. They are characterized by the distinct possibility that the Company will sustain some loss if the deficiencies are not
corrected.

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

Loss — Loans classified as loss are considered uncollectible and of such little value that their continuance as recorded assets is not
warranted. This classification does not mean that the assets have absolutely no recovery or salvage value, but rather it is not practical
or desirable to defer writing off these assets.

The following table presents a summary of the Company’s loan portfolio by credit quality indicator as of the dates presented (dollars
in thousands):

December 31, 2014

Special
Pass Mention Substandard Total
Construction and development.............ccceeveueeeeeerieeeeeeeeeeeee e $ 69,361 $ 340 $ 1,649 $ 71,350
L-4 FaMILY ..ot e 135,898 - 1,621 137,519
MUIEEAMALY ..o 16,403 - 1,055 17,458
Farmland ...........ooooomiiiiieeee e 2,919 - - 2,919
Nonfarm, nonresidential..............cccooeiioiiiiieiii e 224,192 - 866 225,058
Total mortgage loans on real estate............coceeveeeieeienienieneee e 448,773 340 5,191 454,304
Commercial and industrial ..............ccoooveiieiiirieeeeeeee e 54,007 - 180 54,187
CONSUIMET ....veeiieeiie et et eetteeeteeeeteeebeeebeeeveeesbeeeabeaeaseesareessseessseesaseenes 113,832 208 259 114,299
TOtal J0ANS......cciiiiiiiciie ettt et e es $ 616612 $ 548 § 5630 $§ 622,790
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December 31, 2013

Special
Pass Mention Substandard Total
Construction and devVelopment..............ccveirieieririeiirerieieeeeeereeeevenes $ 61,399 $ 362§ 1,409 $ 63,170
T-4 FAMILY ..ottt enaas 103,408 259 1,018 104,685
MUIETAMILY Lt 13,319 - 967 14,286
Farmland ..........c..ooovieeiiiiiiiccce e 830 - - 830
Nonfarm, nonresidential..............coocuveeiiiiieeiiiieeeeee e 156,448 370 545 157,363
Total mortgage loans on real estate..........cceevveeeverceereenieecierie e 335,404 991 3,939 340,334
Commercial and industrial ..........cc..cooovvviiiiiiiiiiee e 32,538 5 122 32,665
CONSUIMET ...t ettt et eeaeeeeteeeeteeeteeeteeeveeeseesaveeeaseeeareenaneens 130,717 228 151 131,096
TOAL LOAMS ...ttt ettt eeae s $ 498659 $ 1,224 $ 4212 $ 504,095

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

Loan participations and whole loans sold to and serviced for others are not included in the accompanying consolidated balance sheets.
The unpaid principal balances of these loans were approximately $189.6 million and $59.8 million as of December 31, 2014 and
December 31, 2013, respectively.

In the ordinary course of business, the Company makes loans to its executive officers, principal shareholders, directors and to
companies in which these borrowers are principal owners. Loans outstanding to such borrowers (including companies in which they
are principal owners) amounted to approximately $22.8 million and $11.8 million as of December 31, 2014 and December 31, 2013,
respectively. These loans are all current and performing according to the original terms. These loans were made on substantially the
same terms, including interest rate and collateral, as those prevailing at the time for comparable transactions with persons not related
to the Company or the Bank and did not involve more than normal risk of collectability or present other unfavorable features.

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

December 31,

2014 2013
Balance, beginning of Period ..........cocveeiiuirieiiiieiieiiieieesetee et $ 11,781 $ 10,969
ACGUITEA T0AIS ...ttt ettt ettt et et e ettt et e e enteenaeeneas - 159
INEW LOANS. ...t e e e e et e e e et e e e e e e e et e e e eeaaeeeeennaeeeeenneeean 15,277 3,179
REPAYIMEILS ...ttt ettt ettt e bt ettt e et e sse e et et e eneeeneeneeens (4,308) (2,526)
Balance, end 0f PETIOA .....c.covirvieieiiieieiiiieieicieieeset ettt b et $ 22,750 $ 11,781

The Company elected to account for certain loans acquired in the FCB acquisition as acquired impaired loans under ASC 310-30 due
to evidence of credit deterioration at acquisition and the probability that the Company will be unable to collect all contractually
required payments.

The following table presents the fair value of loans acquired with deteriorated credit quality as of the date of the FCB acquisition
(dollars in thousands):

May 1, 2013
Contractually required principal and ISt .........cceiiiirieieee et $ 7,470
NONACCTELADIE AIFTETEICE ...eeuviiiiiiiciii ettt et e e e e e be e et e e sabeesabeessbeessseessaeessseesseenseeas (2,102)
Cash flows expected t0 DE COLLECLEA .......oouiiiiiiiiieieie ettt e e e 5,368
o1 (<3 1 0] (S 7 (U PR SRSTPSTRP (468)
Fair value of 10ans at @CUISTHON .......c.viuieiiiiiieiesiesiecie ettt eitet et et et etesteeteesaesaessessesesseeseeseessassessessessessensenns $ 4,900

Total loans acquired in the FCB acquisition included $72.6 million of performing loans not accounted for under ASC 310-30.
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The following table presents changes in the carrying value, net of the acquired impaired loans for the periods presented (dollars in
thousands):

Acquired

Impaired
Carrying value, net at December 31, 2012 .....cc.oioiiiieiiiiecieieee ettt te e e be b e saesraesreesseenseenes $ -
LOANS ACGUITEA ....eeuvieiiieiiieieciie sttt ettt et e e et e et eete e s bt e beesbesssesseesseesseesseesseasseassanssesseessaessaessesssenssesseenseenes 4,900
ACCIEtION 0 INTETESE TIICOME ....euvteutientientieteeiteettestee st e et et e ateette st e e bt et e esteebeesbee bt e beembeeatesatesbee bt enseeneeentesseenseens 150
Net transfers from (to) nonaccretable difference to (from) accretable yield..........cocooeviiiiiiiiiiiieeeeee 420
PaYMENLS TECEIVEM, NMEL......itiitiieietieiieeeee ettt ettt st b e et et e et e besteebeebeebeemeeneensesseebeeaeebeeneeneensensensenes (619)
Transfers t0 1eal €State OWINEU.........cceivuiiiiieiiciiee ettt ettt et te b e eabeeabeeteesteesbeesbeesaesraeseeesseenseenns (819)
Carrying value, net at December 31, 2013 ... ..ottt ettt sttt e $ 4,032
OGNS ACGUITEA ...eevvieeiieeiieeieectee ettt et e sttt e etteestteeetee e teeeteeessbeesaeassaeenseeansaeensaesssaeanseesnsaeenseesnseeensessnseeenseeans -
ACCIEtiON 0 INLETESE INCOIME ....euveeeeientieieeteeteeiiesteesteeste et eeeeseestee st enteenseesaesseeaseeseenseenseeneesseenseenseenseensesneenseans 161
Net transfers from (to) nonaccretable difference to (from) accretable yield..........cccooceeiiiiiiiniieniiiees 316
Payments TECEIVEA, MET........oiiiiiieieieie ettt ettt ettt st e et e et e bt et e e st e es e e bt e bt ebeenseemeesneesseeneeneeens (1,044)
(O] 0T oo i RS SPR (59)
Transfers t0 real €State OWNEA.......ccuieiiieiiiiiiie ettt e et e e steeestee e taeeteeebeeesseeessaeesseeesseassseessseessseenes (628)
Carrying value, net at December 31, 2014 ..ottt $ 2,778

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

Acquired

Impaired
Balance, year ended December 31, 2012 ...ttt $ -
Net transfers from (to) nonaccretable difference to (from) accretable yield..........coccooeviiiiiniiiiieceeeee 420
F N Te) (<15 10 s DO RO PPRPRP (150)
Balance, year ended December 31, 2013 ...ttt $ 270
Net transfers from (to) nonaccretable difference to (from) accretable yield..........ccooceeiiiiiiiiniiiniiiies 316
ALCCTELION ... utieeitieeteeetee et e et e e et e eite e ettt e eabeeeabeeesseesasaesssaessseessseesssaessseesssaeasseesasaeasseesssaaasseesssaansseassseensesenssennseenn (161)
Balance, year ended December 31, 2014 .......ooiiiiiiieiee ettt e $ 425
NOTE 5. ALLOWANCE FOR LOAN LOSSES
An analysis of the allowance for loan losses is as follows as of the dates presented (dollars in thousands):

December 31,
2014 2013 2012

Balance, beginning of period ...........ccecevirieiiinieiiiieiseeceeee e $ 3,380 $ 2,722 $ 1,746
Provision fOr 10an JTOSSES .......uuvviiiiiiiiiieieeeee ettt e e e eaaaees 1,628 1,026 685
Loans charged-0ff .........c.ooiieiiiieieeee e (459) (389) (181)
RECOVEIIES ....euiieiieeiieiieieee ettt ettt ettt e s saesneesseeseenneeneeens 81 21 472
Balance, end of PETiod ........c.ovveuiiiivieeiiiiieiicieeeeeteeetee e $ 4,630 $ 3,380 $ 2,722
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The following tables outline the changes in the allowance for loan losses by collateral type, the allowances for loans individually and

collectively evaluated for impairment, and the amount of loans individually and collectively evaluated for impairment for the years
ended December 31, 2014, 2013 and 2012 (dollars in thousands):

Allowance for Loan Losses and Recorded Investment in Loans Receivable

December 31, 2014

Construction & Nonfarm, Commercial &
Development Farmland 1-4 Family Multifamily Nonresidential Industrial Consumer Total

Allowance for loan losses:

Beginning balance...............cccocvvneee. $ 420 $ 4% 567 % 101 $ 992 3 397§ 899 $ 3,380
ChArge-0fFS ...ooevveeereeeeeeseeeeeeeerenee - - (123) - 3) (16)  (317)  (459)
Recoveries. .....ccovereereeneieceesee 1 - 4 - 1 17 58 81
Provision ........ccceceveeieeienienieeee 105 14 461 36 581 (8) 439 1,628
Ending balance.........cccccooevvveriivennee. $ 526 $ 18 $ 909 $ 137 $ 1,571 $ 300 $ 1,079 $ 4,630

Ending allowance balance for loans

individually evaluated for

IMPAIrMENt .......ccoveveeeieeieieeieeereennn - - - - - - 70 70
Ending allowance balance for loans

collectively evaluated for

IMPAIrmMent .........coeeeveveeerceeeneennn $ 526 $ 188 909 § 137§ 1,571 $ 390 $§ 1,009 $ 4,560
Ending allowance balance for loans

acquired with deteriorated credit

QUALILY v $ -$ -$ - $ -$ -8 - -5 -

Loans receivable:
Balance of loans individually

evaluated for impairment ................. $ 1,989 § -$ 1,621 § 1,0558% 866 $ 180 $ 467 $ 6,178
Balance of loans collectively

evaluated for impairment ................. 69,361 2919 135,898 16,403 224,192 54,007 113,832 616,612
Total period-end balance..................... $ 71,350 $ 2,919 $137,519 § 17,458 § 225,058 $ 54,187 $114,299 $622,790

Balance of loans acquired with
deteriorated credit quality ................ $ 820 % -$ 858 % 10548 -$ -$ 46 $ 2,778
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Allowance for loan losses:

Beginning balance..........cccccccceveerneenne.
Charge-offs ......ccceveevieeieeeeee
RECOVETIES...cueeuveciiiiniiiecececee,
Provision ......c.ccceeevencnenenceeecnennennen
Ending balance...........cccccevoeriennennne

Ending allowance balance for loans
individually evaluated for

IMPAITMENt ..o

Ending allowance balance for loans
collectively evaluated for

IMPAITMENt ....eveenieieiiiiriieieneeieeaene

Ending allowance balance for loans
acquired with deteriorated credit

QUALIEY .o

Loans receivable:
Balance of loans individually

evaluated for impairment .................

Balance of loans collectively

evaluated for impairment .................
Total period-end balance.....................

Balance of loans acquired with

deteriorated credit quality ................

Allowance for loan losses:

Beginning balance...........cccccccevueruennene.
Charge-offs .....occooviviniiiiieeeeee
RECOVETIES.....oouveiveieiiiicciecececiee
Provision ........cccceeveninenineeveneiennns
Ending balance.........cccccoeoveiieennnen.

Ending allowance balance for loans
individually evaluated for

IMPAIrMENt .....cceeveeeeieieeiereeieeeee

Ending allowance balance for loans
collectively evaluated for

IMPAIrMEnNt .......ccoeveeeieiieieeieeieneeens

Ending allowance balance for loans
acquired with deteriorated credit

QUALTEY e

Loans receivable:
Balance of loans individually

evaluated for impairment.................

Balance of loans collectively

evaluated for impairment.................
Total period-end balance.....................
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December 31, 2013
Construction & Nonfarm, Commercial &
Development Farmland 1-4 Family Multifamily Nonresidential  Industrial Consumer Total
$ 276 $ -3 415§ 183 977 $ 332 § 704 § 2,722
] ) - ; - (118)  (271)  (389)
- - - - - - 21 21
144 4 152 83 15 183 445 1,026
$ 420 $ 43 5673 101§ 992 $ 397 $ 899 § 3,380
$ -3 -$ -$ -$ -$ -3 37 $ 37
$ 420§ 49 567 $ 101'$ 992 °$ 397 § 862 § 3,343
$ -5 -3 -5 -5 -5 -3 -3 -
$ 1,409 $ -$ 10188  967$ 545§ 1228 151'$ 4212

61,761 830 103,667 13319 156,818 32,543 130,945 499,883
$ 63,1708 830$104,685$ 14286$ 157,363$ 32,665 $131,096 $504,095

$ 1,477 $ -$ 996 $ 967 $ 545'$ -5 47 § 4,032
December 31, 2012
Construction & Nonfarm, Commercial &
Development  Farmland 1-4 Family Multifamily Nonresidential Industrial Consumer Total
$ 385 $ -3 194 § 58 506 $ 3068 350 § 1,746
] . . (15) - - (166)  (181)
- - - - 448 2 22 472
(109) - 221 28 23 24 498 685
$ 276 § -3 415§ 18 $ 977 $ 3328 704 § 2,722
$ -3 -3 -$ -3 -3 114 $ 5% 119
$ 276 § -$ 415§ 18 $ 977 $ 2188 699 $ 2,603
$ -3 -9 -$ -3 -5 -5 -3 -
$ -3 -3 -3 -$ 699 $ 238§ 53 8% 990
20,271 64 54813 1,750 99,228 15,081 96,556 287,763

$ 20,271 $ 64$ 548138 1,750 § 99,927 § 15,319 $ 96,609 $288,753
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Impaired Loans

The Company considers a loan to be impaired when, based on current information and events, the Company determines that it will not
be able to collect all amounts due according to the loan agreement, including scheduled interest payments. Determination of
impairment is treated the same across all classes of loans. When the Company identifies a loan as impaired, it measures the
impairment based on the present value of expected future cash flows, discounted at the loan’s effective interest rate, except when the
sole (remaining) source of repayment for the loans is the operation or liquidation of the collateral. In these cases when foreclosure is
probable, the Company uses the current fair value of the collateral, less selling costs, instead of discounted cash flows. If the Company
determines that the value of the impaired loan is less than the recorded investment in the loan (net of previous charge-offs, deferred
loan fees or costs and unamortized premium or discount), the Company recognizes impairment through an allowance estimate or a
charge-off to the allowance.

When the ultimate collectability of the total principal of an impaired loan is in doubt and the loan is on nonaccrual, all payments are
applied to principal, under the cost recovery method. When the ultimate collectability of the total principal of an impaired loan is not
in doubt and the loan is on nonaccrual, contractual interest is credited to interest income when received, under the cash basis method.

The following tables include the recorded investment and unpaid principal balances for impaired loans with the associated allowance
amount, if applicable. The Company determined the specific allowance based on the present values of expected future cash flows,
discounted at the loan’s effective interest rate, except when the remaining source of repayment for the loan is the operation or
liquidation of the collateral. In those cases, the current fair value of the collateral, less selling cost, was used to determine the specific
allowance recorded.

Also presented is the average recorded investment of the impaired loans and the related amount of interest recognized during the time

within the period that the impaired loans were impaired. The average balances are calculated based on the month-end balances of the
loans during the period reported (dollars in 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
VWith no related allowance recorded:
Construction and development................. $ 1,543  $ 1,543  $ - 3 1,530 $ 41
1-4 Family residential .........cccccoceverneenne. 837 837 - 900 30
Multifamily ......cooeveniniiiiceeee - - - - -
Nonfarm, nonresidential.............ccc.......... 749 749 - 764 24
Total mortgage loans on real estate.......... 3,129 3,129 - 3,194 95
Commercial and industrial ....................... 179 179 - 312 1
CONSUMET ... 79 79 - 97 10
Total ..oooeeiieieeece e 3,387 3,387 - 3,603 106
With related allowance recorded:
CONSUMET ..ececeeviieeeiiieeerieeeeireeeeereee e 180 180 70 179 4
Total ...ooeeeieieeeeeeeee e 180 180 70 179 4
Total loans:
Construction and development................. 1,543 1,543 - 1,530 41
1-4 Family residential ............ccceevennenne. 837 837 - 900 30
Multifamily .......ccoeeevveieiienieiecece e, - - - - -
Nonfarm, nonresidential...............cc.cc...... 749 749 - 764 24
Total mortgage loans on real estate.......... 3,129 3,129 - 3,194 95
Commercial and industrial ...................... 179 179 - 312 1
CONSUMET ... e 260 259 70 276 14
0] 71 USRS $ 3,568 3 3,567 $ 70 $ 3,782 $ 110
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As of and for the year ended December 31, 2013

Construction and development...................
1-4 Family residential ...........cccceeceeenne.
Multifamily ......cccooeoeiieiiiieeee,
Nonfarm, nonresidential...........................
Total mortgage loans on real estate..........
Commercial and industrial ......................
(0707513111115 U

Total loans:

Construction and development.................
1-4 Family residential ............cccvevennenee.
Multifamily .......cccoeevevienieiieiecieeeeeeee,
Nonfarm, nonresidential..........................
Total mortgage loans on real estate..........
Commercial and industrial .......................
CONSUMET ..ot

With no related allowance recorded:

Nonfarm, nonresidential............................
CONSUMET ..ottt

With related allowance recorded:

Commercial and industrial .......................

Total loans:

Nonfarm, nonresidential..............cc..c......
Commercial and industrial .......................

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investment Balance Allowance Investment Recognized
1,649 1,409 § - S 1,425 § 25
1,040 1,018 - 1,025 45
969 967 - 910 671
555 545 - 563 19
4,213 3,939 - 3,923 760
140 122 - 133 -
21 18 - 76 2
4,374 4,079 - 4,132 762
136 133 37 138 5
136 133 37 138 5
1,649 1,409 - 1,425 25
1,040 1,018 - 1,025 45
969 967 - 910 671
555 545 - 563 19
4,213 3,939 - 3,923 760
140 122 - 133 -
157 151 37 214 7
4,510 4212 $ 37 $ 4270 $ 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 § - 8 714§ 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 3 119 § 1,027 § 59
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Troubled Debt Restructurings

In situations where, for economic or legal reasons related to a borrower’s financial difficulties, the Company grants a concession for
other than an insignificant period of time to the borrower that the Company would not otherwise consider, the related loan is classified
as a troubled debt restructuring (“TDR”). The Company strives to identify borrowers in financial difficulty early and work with them
to modify their loans to more affordable terms before such loans reach nonaccrual status. These modified terms may include rate
reductions, principal forgiveness, payment forbearance and other actions intended to minimize the economic loss and to avoid
foreclosure or repossession of the collateral. In cases where the Company grants the borrower new terms that provide for a reduction
of either interest or principal, the Company measures any impairment on the restructuring as previously noted for impaired loans.

Loans classified as TDRs, consisting of seven credits, totaled approximately $0.6 million at December 31, 2014 compared to $0.8
million at December 31, 2013. All of the Company’s TDRs were loans acquired from FCB. All seven credits were considered troubled
debt restructurings due to a modification of term through adjustments to maturity. Six of the seven credits are currently performing in
accordance with their modified terms. The remaining TDR was in default of its modified terms as of the date these financial
statements were issued. The Company individually evaluates each TDR for allowance purposes, primarily based on collateral value,
and excludes these loans from the loan population that is evaluated by applying qualitative factors.

The following table presents the TDR pre- and post-modification outstanding recorded investments by loan categories as of the dates
presented (dollars in 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 development............ccocveeveveveeirreieiereeeeerenens 4 $ 180 $ 180 2 $ 454§ 454
Nonfarm, nonresidential................ccooveiiviiiiieiiiieeeieee e 1 355 355 1 358 358
Commercial and industrial ............ccoccvevieeiniienieieeeeee e, 1 1 1 1 3 3
CONSUIMET ...ttt ettt ettt ettt et te et s bt e ebeesbaesnaee s 1 45 45 0 - -

$ 581 $ 581 $ 815 § 815

The following is a summary of accruing and nonaccrual TDRs and the related loan losses by portfolio type as of the dates presented
(dollars in thousands):

TDRs
Related
Accruing Nonaccrual Total Allowance

December 31, 2014

Construction and development..............ccocevveeeeveeiereeceeieeeeerenens $ 180 $ -3 180 $ -
Nonfarm, nonresidential...............coocvvviieiiiiiiiiiiieeee e, - 355 355 -
Commercial and industrial ............ccccooeieeiiieiiiciiececeecceeeeeen 1 - 1 -
COMSUIMET ....evvieeeiiieeeeiieeeeeiie e e et e e e etbeeeetraeeesareeeeeatsesesnsaeeeseseeeans 45 - 45 -
TOTAL .ottt ettt ettt $ 226 $ 355§ 581 $ -
December 31, 2013

Construction and development.............c.cccueveevieniieriievieeeeneereenenns $ 454 § -3 454 $ -
Nonfarm, nonresidential...........cccocvvieiiiviiiiiiiieiiiiiieeeeeeeeeeeeeen 358 - 358 -
Commercial and industrial ............ccccoooeeeiiieiiieeeeeeeeeeeeeee e 3 - 3 -
TOTAL ..ottt ettt $ 815 $ - 3 815 § -
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The following table includes the average recorded investment and interest income recognized for TDRs for the years ended December 31,
2014 and December 31, 2013 (dollars in thousands). The Company did not have TDRs in 2012.

TDRs
Average Recorded Interest Income
Investment Recognized

December 31, 2014

Construction and deVElOPIMENL...........c.ccoeveieirierieirieietireetetest e ete st eee et e b s eseese e sesseseesenne $ 187 $ 11
Nonfarm, NONTESIAENTIAL ........covvieiiiiiiieeeieee et e e e e e e e s e esnaraeeees 359 19
Total real €StAte LOANS. ... ....cooveiiieeiie et 546 30
Commercial and INAUSLIIAL ...........ccoiiiiiiiiiiiceeee e et e et 2 -
(070] 1151 111 1 1<) SRR UPPRRURPRRN 48 4
1 7: Y OO $ 596 $ 34
December 31, 2013

Construction and deVEIOPIMENL.............ocveoiiiiiiietieeeeeeee ettt ettt et ae e $ 459 $ 19
Nonfarm, NONTESIAENTIAL........c...iiiiiiiii it e e e e e e e e e e saaeeeseaveeeas 360 14
Total real €StAte LOANS. ... ....oiieiiiieeiie e e e et 819 33
Commercial and INAUSLIIAL...........c..ooooiiiiie e e e 4 -
01 TSROSO $ 823 § 33

NOTE 6. REAL ESTATE OWNED

Real estate owned consisted of the following (dollars in thousands):

December 31,

2014 2013
Balance, beginning of PEriod ........c.cecvieieiiiriieiieieeieeeest ettt $ 3,515 % 2,276
Transfers from noN-acquIred LOANS..........ccoevuiiiirierieiieiieie et sre e e - 465
Transfers from acqUIred LOANS..........cccevieriieiiiiieieeieeeeee ettt aeebeense e 706 822
AcqUITed Other 1Al ESTALE ... ...eeviiieieieieeie ettt ettt te et ebeeeaesaeesreesseesseesaesreenns - 1,718
Other real eState SOIA .......ccuiiiieiieieiieieete ettt eeb e eesre e beesbeesaesseesaeeneas (1,276) (1,645)
WEIEE-AOWIIS ..ttt ettt ettt ettt e s teesbeebeesaesssesse e seesseessaesseesaesseesseensenneas (210) (121)
Balance, end of Period ..............coooiiiiiiiiiiii e S 2,735 § 3,515

As of December 31, 2014 and December 31, 2013, real estate owned related to the acquisition of FCB totaled approximately $1.3
million and $1.6 million, respectively. There was no real estate owned related to the acquisition of SLBB at December 31, 2014 or
December 31, 2013.

NOTE 7. BANK PREMISES AND EQUIPMENT

Bank premises and equipment consisted of the following as of the dates indicated (dollars in thousands):

December 31,

2014 2013

51 T OSSPSR $ 9,035 $ 7,762
Buildings and improVemMENtS. .........ccceuieiiierieriirese ettt ettt et et st seeeaeeneens 15,808 12,591
Furniture and €qQUIPIMENT ...........c.iiviiiieiiciieieee ettt ettt eeste s ere e b e sreesseesseesbeessensnens 5,932 4,392
SOTEWALE ...ttt sttt e bttt e et e sb e bt e bt e bt embesseeseeesbeeneeeaes 548 449
CONSIUCTION-TN-PIOZIESS ... .euveueerueerueetteteenteanteeseesseenseeseansesneesseesseeseeseenseeseasseenseeseensesneens 1,179 2,165

32,502 27,359
Less: Accumulated depreciation ...........coceeuieieeienienieie ettt ettt see et eee e saeens (3,964) (2,679)
Bank premises and equipment, Net...............c.ccooviiiriiiiiiieniiiieee e $ 28,538 $ 24,680

90



INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

Depreciation and amortization charged to noninterest expense was approximately $1.3 million, $0.9 million and $0.6 million for the
years ended December 31, 2014, 2013 and 2012, respectively.

NOTE 8. GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill was acquired during the year ended December 31, 2011 as a result of the SLBB acquisition on October 1, 2011. The
carrying amount of goodwill as of December 31, 2014 and 2013 was $2.7 million.

For the purposes of evaluating goodwill, the Company has determined that it operates only one reporting unit. The Company
performed a qualitative assessment of goodwill and determined that it was not more likely than not that the fair value of the reporting
unit was less than the carrying amount at December 31, 2014 or 2013.

A summary of core deposit intangible assets are as follows (dollars in thousand):

December 31,

2014 2013
Balance, beginning of Period ..........ocveiiviviiiiiirieiiieeeeeeee e $ 617 $ 158
ACGUISTEION ...ttt ettt ettt et e et eeee e st e e seenseesseensesnaesseesseenseenseensesssenssenseenseensennsennnas - 459
Total core intangible dEPOSIt.........ceerierieriieiieieeiereere ettt e e et eseensesenens 617 617
Less: Accumulated amOTrtiZatiON. ..........eeeuieriieciieiesiesieesieeteseeseesteesseesesseesseesseesseessesssesseens (85) (44)
Balance, end 0f PETIOA .....c.oovivivieiiiiiciiceeececteeete ettt ettt ettt $ 532 $ 573

Amortization expense on the core deposit intangible asset recorded in other operating expenses totaled approximately $41,000,
$31,000 and $11,000 at December 31, 2014, 2013 and 2012, respectively. Amortization of the core deposit intangible assets is
estimated to be approximately $41,000 each year for the next five years.

NOTE 9. INVESTMENT IN TAX CREDIT ENTITY

During the fourth quarter of 2014, the Company acquired a limited partner interest in a tax-advantaged limited partnership whose
purpose was to invest in an approved Federal Historic Rehabilitation tax credit project. This investment is accounted for using the cost
method of accounting and is included in “Other assets” in the accompanying consolidated balance sheets. The limited partnership is
considered to be a variable interest entity (“VIE”). The VIE has not been consolidated because the Company is not considered the
primary beneficiary. The Company’s investment in the limited partnership was evaluated for impairment at the end of the reporting
period, and, as a result, the Company recorded impairment expense of $0.7 million for the year ended December 31, 2014. At
December 31, 2014, the Company had $0.9 million invested in this partnership. The investment generated historic tax credits of $1.0
million, all of which was recognized in the year ended December 31, 2014. The Company did not make any loans related to this real
estate project. Based on the structure of this transaction, the Company expects to recover its investment solely through use of the tax
credits that were generated by the investment.

NOTE 10. DEPOSITS

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

December 31,

2014 2013
Noninterest-bearing demand dePOSILS ........coeeeriirierieriiiere ettt $ 70217  $ 72,795
INOW BCCOUNLS ...eeiiieieeiiiiie ettt e eeete et e e e e eeat et e e e e eesaateeeeeseeesaarereeesseesaaseeeeesesanarenees 116,644 77,190
Money market depOSIt ACCOUNTS .......coueeuiiieieieteite ettt ettt ettt e ste st e eeeeneenes 77,589 67,006
SAVINEZS ACCOUNTS ....ceuveeutieiiietieetieet ettt ete et et este et et ettesbe e bt et e esbeestesbeesbeenbeenbesneesaeesbeenseenes 53,332 52,177
TIME AEPOSIES ..vvveeirieiieetie ettt e ertee et e et e et e e bt esbee e bt e sabeeesseesnseeasseessseessseessseensseessseenssennses 310,336 263,438
$ 628,118 $ 532,606
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The table below summarizes outstanding time deposits as of the dates indicated (dollars in thousands):

December 31,

2014 2013
B0 10 899,999 ..ttt $ 263,472 $ 234,192
$100,000 10 $249,999......cneeeiee et 13,714 19,647
$250,000 and @DOVE .....eveiinieiiiiieieee et 33,150 9,599
$ 310,336 $ 263,438

The contractual maturities of time deposits of $100,000 or more outstanding are summarized as follows as of the dates presented
(dollars in thousands):

December 31,

2014 2013
Time remaining until maturity:

THIEE MONTRS OF LESS.....viiiviiieiiee ettt ettt reeer e saeeaeeanas $ 24,193 $ 4,430
Over three through SiX MONtAS ........coeiiiiiiieiceee e 4,788 5,225
Over six through twelve MONthS...........coociiiiiiiiiiei e 7,825 6,852
Over one year through three YEars..........ccvvvviiieiienieriicie et 8,549 9,737
OVET TITCE YEAIS ..vviiviiieieieiestieie et ette et ettt e et e e ae st esteesbeesbessaesseesseesseesseassesssessseseessesssennnas 1,509 3,002

$ 46,864 $ 29,246

The approximate scheduled maturities of time deposits for each of the next five years are (dollars in thousands):

D015 oo e eee e s e ee e e et et e et e e e e e st e et e e e e oo e e ee e s ere $ 190,945
DOT6 coveeeeeee e e e e e eeeeeseeeeese e eee e e ettt e e e et et s e e e e e s s eenee 92,895
D017 oo e ee e e e e e ee et et e et e et ee e e e e et e e e ee e ee s s e eenee 17,731
DOT8 oo e e e e eeeeeseeeeesee e s et e et e e e et e e e et e e e e e e ee e s e e 5,255
201D oo e eeeesee e e et e e e et e e et e e e et e e e e ee e ee e s e s 3,510

$ 310,336

Public fund deposits as of December 31, 2014 and December 31, 2013 totaled approximately $6.9 million, and $3.7 million,
respectively. The funds were secured by U.S. government securities with a fair value of approximately $7.1 million as of
December 31, 2014 and $1.9 million as of December 31, 2013.

As of December 31, 2014 and December 31, 2013, total deposits outstanding to executive officers, principal shareholders, directors
and to companies in which they are principal owners amounted to approximately $48.9 million and $39.6 million, respectively.

NOTE 11. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements for repurchase amounted to $12.3 million and $10.2 million as of December 31, 2014 and
December 31, 2013, respectively, and mature on a daily basis. These funds were secured by investment securities with fair values of
approximately $12.7 million and $13.1 million as of December 31, 2014 and December 31, 2013, respectively. The interest rate on
these agreements was 0.20% at December 31, 2014 and December 31, 2013.

92



INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements
NOTE 12. OTHER BORROWED FUNDS

Maturity amounts and the weighted average rate of FHLB advances by year of maturity were as follows as of the dates presented
(dollars in thousands):

Amount Weighted Average Rate
December 31, 2014 December 31, 2013 December 31, 2014 December 31, 2013

Fixed rate advances maturing:

2014 oo $ - 8 2,450 - 1.40%
2015 e s 104,339 13,700 0.16% 0.69%
20160(8) cvenveeeeiireieeee e 15,534 11,209 0.75% 0.84%
2017(B) v 4,712 2,259 0.96% 0.97%
2018 e 850 850 0.93% 0.93%
2020 oo 350 350 1.50% 1.50%

$ 125,785 § 30,818 0.27% 0.84%

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

As of December 31, 2014, these advances are collateralized by approximately $224.7 million of the Company’s loan portfolio and
$43.3 million of the Company’s investment securities in accordance with the Advance Security and Collateral Agreement with the
FHLB.

As of December 31, 2014, the Company had an additional $142.3 million available under its line of credit with the FHLB. In addition,
the Company has outstanding lines of credit with its correspondent banks available to assist in the management of short-term liquidity.
At December 31, 2014, the total available lines of credit were approximately $33.6 million, with no outstanding balances as reflected
on the balance sheet.

On May 1, 2013, in connection with the acquisition of FCB, the Company assumed 100% of the capital securities of First Community
Louisiana Statutory Trust I, a Delaware statutory trust, in the amount of approximately $3.6 million that was initially established in
March 2006 by First Community Holding Company, the parent bank holding company for FCB, for the purpose of issuing
subordinated debentures. The capital security pays a cumulative quarterly distribution using a floating rate at three month LIBOR +
1.77% of the liquidation amounts. Each capital security represents an undivided preferred beneficial interest in the assets of the Trust
L. Under the terms of the Indenture dated March 27, 2006, the subordinated debentures will mature on June 15, 2036. Under applicable
regulatory guidelines, these subordinated debentures qualify as Tier 1 capital.

NOTE 13. DERIVATIVE FINANCIAL INSTRUMENTS

During the year ended December 31, 2014, the Bank entered into forward starting interest rate swap contracts to manage exposure
against the variability in the expected future cash flows (future interest payments) attributable to changes in the 1-month LIBOR
associated with the forecasted issuances of 1-month fixed rate debt arising from a rollover strategy. An interest rate swap is an
agreement whereby one party agrees to pay a fixed rate of interest on a notional principal amount in exchange for receiving a floating
rate of interest on the same notional amount, for a predetermined period of time, from a second party. The amounts relating to the
notional principal amount are not actually exchanged. The maximum length of time over which the Bank is currently hedging its
exposure to the variability in future cash flows for forecasted transactions is five years. The total notional amount of the derivative
contracts is $20.0 million.

For the year ended December 31, 2014, a loss of $0.2 million has been recognized in other comprehensive (loss) income in the
accompanying consolidated statement of other comprehensive income for the change in fair value of the interest rate swap. The swap
contract had a negative fair value of $0.3 million as of December 31, 2014 and has been recorded in “Accrued taxes and other
liabilities” in the accompanying consolidated balance sheets. The amount included in accumulated other comprehensive income (loss)
would be reclassified to current earnings if the hedge transaction becomes probable of not occurring. The Bank expects the hedge to
remain fully effective during the remaining term of the swap contract.
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NOTE 14. STOCKHOLDERS’ EQUITY
Preferred Stock

The Company’s Articles of Incorporation give the Company’s board of directors the authority to issue up to 5,000,000 shares of
preferred stock. As of December 31, 2014, there are no preferred shares outstanding. The preferred shares are considered “blank
check” preferred stock. This type of preferred stock allows the board of directors to fix the designations, preferences and relative,
participating, optional or other special rights, and qualifications and limitations or restrictions of any series of preferred stock without
further shareholder approval.

Common Stock
In July 2014, the Company issued 3,285,300 shares of its common stock as a result of its initial public offering (the “IPO”).
The following table represents the Company’s common stock activity for the periods indicated:

Common Stock Issued and Outstanding

Shares
Outstanding at December 31, 2011 .........cooiiiiiiiiiiiie ettt sttt e st e s bt e sbaeeabeeens 2,742,205
) ET O (ol PR 299,641
StOCK WAITANT ACHIVITY ...eeueitietiete ettt ettt ettt et et e et e e st e es e e st e e bt et e emeeemeesaeesseenseenseenseensenseenseeseenseeneas 156,900
RESIICtEd STOCK QCHIVILY ..eutieiitieie ettt ettt ettt ettt et e e st e s st e beemtesnaesneesseeeeeneeens 12,070
Outstanding at December 31, 2012 .........cccoiiiiiiiiieiieiee ettt ettt e e eeesaaeestaeesaaeesbaeessseensseenaneens 3,210,816
J T (o= TP 708,397
StOCK WAITANT ACEIVITY ..eeeueietiertietieteete ettt ettt et et et et et e estees e e st e e bt e b e e meesmeesaee st enseenseenseensenseenseenseenneeneas 200
RESIICEd STOCK QCHIVILY ..ottt ettt et ettt et et et e e st e s st e beentesnaesneesseenneeneeens 25,701
Outstanding at December 31, 2013 ... ...ttt ettt st 3,945,114
ISSUAICES ...vvvviieeee ettt ettt et e e e e e e e et e e e e e e e eeeetaaeeeeeeeeee it aataeeeeeaaetaraaaaeeeeaantrbaaaaeeeeannrrraens 3,296,176
StOCK WAITANT ACLIVITY ..veeuvieeiitieiieiteeteetestestt et etesteeseesseesteesseesseeseesseenseensesnsesssesseesseenseenseassensaenseensesnsenssensen 21,996
RESIICEd STOCK ACHIVILY ..eeuvieiiiiiieieieiieit ettt sttt et ettt e st e e e st e enseessesseenseensesnnesseesseensennsesnes (1,201)
Outstanding at December 31, 2014 ........ ..ottt sttt et et ae e 7,262,085

Warrants

On October 1, 2011, in connection with the SLBB acquisition, the Bank issued 130,875 stock warrants with an exercise price of
$13.33 per share. In connection with the share exchange discussed above in Note 1, Summary of Significant Accounting Policies, the
warrants were exchanged for a like amount of warrants to acquire shares of Company common stock at the same exercise price. These
warrants, which are currently exercisable, expire on July 1, 2018. All other warrants to acquire shares of Company common stock
expired on or before December 31, 2014.
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The following table represents the Company’s activity related to outstanding warrants for the periods indicated:

December 31,

2014 2013 2012

Stock Warrants

$10.00 Per Share

Issued May 31, 2007, expired May 31, 2012

Balance, beginning of period ...........ccccevuerieieniniiiieeee e - - 156,900
ISSUCH. ... e - - -
FOTfRIted ..ot et - - (7,008)
EXCTCISEA ..enviiiiiieiie ettt ettt ettt e et e e e e tb e e aeeesebe e saeessseesneenes - - (149,892)

Balance, end of period ...............cccooiiiiiiiiiiii e - - -

$13.50 Per Share

Issued September 1, 2007, expired September 30, 2014

Balance, beginning of period ...........ccoecveevieeieriieniieiecieseere e 49,903 50,103 50,103
ISSUCRA. ...ttt ettt et et be e e e e ere e et earas - - -
FOIfEIted ...ttt ettt e (34,990) (200) -
EXEICISEA .uviieiieiiiciieciieit ettt sttt ettt et beenne e ens (14,913) - -

Balance, end of period ...............ccoooiiiiiiiiiiii e - 49,903 50,103

$13.50 Per Share

Issued March 21, 2009, expired December 31, 2014

Balance, beginning of period ...........ccoecveiirieiiiiieeeee e 12,720 12,720 12,720
ISSUCA. ... - - -
FOTfRItEd ..o et et (5,637) - -
2 S (e 1T USRI (7,083) - -

Balance, end of Period ...............cccooiiieiiiiiiiee e - 12,720 12,720

$13.33 Per Share

Issued October 1, 2011, expire July 1, 2018

Balance, beginning of period ...........ccceieririiiiinieieee e 130,875 130,875 130,875
ISSUCA. ... e - - -
FOITEILEA ...ttt eee e - - -
EXCICISEA ... - - -

Balance, end of period ..............ccccooiiiiiiiiiiii e 130,875 130,875 130,875

(1) The original expiration date of April 30, 2014 was extended on account of the IPO.

Stock Options

The Bank issued 47,186 stock options that had previously vested or vested upon the acquisition of SLBB with an exercise price of
$13.33 per share, which were exchanged for a like amount of stock options to acquire shares of Company common stock at the same
exercise price on November 15, 2013.
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At the completion of the IPO in July 2014, the Company issued 216,000 stock options to key personnel that vest at one-sixth
increments on the anniversary 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 .........cccccooiiiiiiiiiiiiieeeeeeeee 47,186 $ 13.33 6.88
ISSUERA ...ttt ettt et ere e ereeennas - -
FOIRItE ..o et (16,875) 13.33
EXETCISEA...uvieietieeetie ettt ettt e e et et e e et e e e aeeeteeeeaeeeeteeeeaeeeenas - -
Outstanding at December 31, 2012.........c..cccooiiiiiiiniiiiieeeeeeeeee 30,311 $ 13.33 5.88
ISSUCA ..o - -
FOITEILEA .. ocevieiieeie ettt et e et e et e esbaeenreas (7,500) 13.33
EXCICISEA. ... - -
Outstanding at December 31, 2013 .........ccccooiiiiiiiiiniieieeeeeeeee e 22811 $ 13.33 4.88
ISSUCA ... e 216,000 14.00
FOIRILEA ... e - -
EXETCISEA....uviiieiieceiieciee ettt ettt et e e e e et e e tbe e treesaaeetreesaeenenas - -
Outstanding at December 31, 2014 ............cccooiiiiiiiiee e 238,811 $ 13.94 8.96
Exercisable at December 31, 2014 ........oooovieiioeieeeeeee e 22,811 13.33 3.88

At December 31, 2014, the shares underlying total outstanding stock options had no aggregate intrinsic value. The shares underlying
exercisable stock options had an intrinsic value of approximately $12,000.

Stock-Based Compensation

Equity Incentive Plan. The Company’s 2014 Long-Term Incentive Compensation Plan (the “Plan”) authorizes the grant of various
types of equity grants and awards, such as restricted stock, stock options and stock appreciation rights, to eligible participants, which
include all of the Company’s and Bank’s employees and non-employee directors. The Plan has reserved 600,000 shares of common
stock for grant, award or issuance to directors and employees, including shares underlying granted options. The Plan is administered
by the Compensation Committee of the Company’s board of directors, which determines, within the provision of the Plan, those
eligible employees to whom, and the times at which, awards shall be granted. The Compensation Committee, in its discretion, may
delegate its authority and duties under the Plan to specified officers; however, only the Compensation Committee may approve the
terms of grants and awards to the Company’s executive officers.

Stock Options. The Company uses a Black-Scholes option pricing model to estimate the fair value of stock-based awards. The Black-
Scholes option pricing model incorporates various and highly subjective assumptions, including expected term and expected volatility.
Stock option expense in the accompanying consolidated statements of operations for the year ended December 31, 2014 was $62,000.
There was no stock option expense recognized for the years ended December 31, 2013 and 2012. At December 31, 2014, there was
$0.7 million of unrecognized compensation cost related to stock options that is expected to be recognized over a weighted average
period of 5.5 years.

The following assumptions were used for the 216,000 options granted during the year ended December 31, 2014:

EXPECtEd AIVIACNAS .....eeuveeiieiieciiecieett ettt ettt e st e st e st e e e s e ense st aeseenseenseensesnsesnnesseenseenseens 0.36 %
EXPECEA VOLALIILY .....eeeieeeiieiieiieie ettt ettt ettt et e et e s eesaee s st e st esseenseessessaesseenseensasnsesnnesseenseensennsenns 19.01 %
RISK-TTEE INEETEST TALE ....euveviterieeiieitetetest ettt ettt sttt eb ettt et et s bt bt e bt ebe e bt et et e st e st e sbeebeeat et enteneens 217 %
EXPECted terM (I YEAIS) ..uveiveieieiiieiieie et eteeteestte st etestesstesseeseesseesseeseanseesseenseansesssesseesseensesnsesnsesnsesseenseenseans 7.0
Weighted-average grant date fair VAIUE .........cccueiieiiiiiiieee ettt se e e $ 344

Time Vested Restricted Stock Awards. The Company has issued shares of time vested restricted stock with vesting terms ranging from
one to six years. The total stock-based compensation expense for these awards is determined based on the market price of the
Company’s common stock at the grant date applied to the total number of shares granted and is amortized over the vesting period.
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The Company issued a total of 11,824 shares of restricted stock to employees and directors for year ended December 31, 2014. Of the
restricted stock granted in 2014, 3,335 shares will vest over five years and 8,489 shares will vest over 6 years.

The Company issued a total of 31,572 shares of restricted stock to employees and directors for year ended December 31, 2013. The
restricted stock granted in 2013 will vest over five years. These restricted shares were exchanged for a like number of restricted shares
of the Company common stock in connection with the share exchange on November 15, 2013.

No shares of restricted stock may be sold, assigned, transferred or pledged until vested. The holders of the restricted stock receive
dividends and have the right to vote the shares. The unearned compensation related to these awards is amortized to compensation
expense over the vesting period.

As of December 31, 2014, 2013, and 2012 unearned stock-based compensation associated with these awards totaled approximately

$0.5 million, $0.5 million and $0.2 million, respectively. The $0.5 million of unrecognized compensation cost related to time vested
restricted stock at December 31, 2014 is expected to be recognized over a weighted average period of 3.8 years.

The following table represents the unvested restricted stock award activity for the years ended December 31, 2014 and December 31,
2013 (dollars in thousands):

Restricted Stock

December 31,

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

Balance, beginning of period.........ccecvrveeeirieinieeneeeeeee e 44,090 § 13.99 18,389 § 13.96
Granted .........ccoeeveereeeeeneennnne. 11,824 13.85 31,572 14.00
Forfeited ......c.cceenen. (536) 14.00 - -
Earned and issued............ (12,489) 13.97 (5,871) 13.93
Balance, end of Period ...........cceeeueirieinieeieecece e 42,889 § 13.96 44,090 $ 13.99

NOTE 15. EMPLOYEE BENEFIT PLANS

Employees with 90 days of service and age twenty-one are eligible to participate in a 401(k) plan established by the Company. Under
this plan, employees may contribute a percentage of their salaries subject to certain limits based on federal tax laws. These
contributions are immediately vested. Employer matching contributions up to 4% of the employee’s annual salary are 100% vested
immediately.

Employer contributions to the plan for the years ended December 31, 2014, 2013 and 2012 were approximately $0.4 million, $0.2
million and $0.2 million respectively.

The Company maintains a deferred compensation plan for a former FCB employee. A single premium immediate annuity policy was
purchased in which the former employee is the beneficiary. Under this policy, the beneficiary will receive monthly payments of
$2,000 through 2020.

NOTE 16. INCOME TAXES

The expense for income taxes included in the consolidated statements of operations is as follows (dollars in thousands):

December 31,
2014 2013 2012
(@01 4'(<) | APPSR $ 1,279 § 375§ 958
DEfRITEA ...ttt ne (134) 773 21
$ 1,145 $ 1,148 $ 979
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The provision for federal income taxes differs from that computed by applying the federal statutory rate of 34% in 2014 and 2013 as
indicated in the following analysis (dollars in thousands):

Twelve months ended December 31,

2014 2013
Tax based 0N SLATULOTY TALE ......ccuerueriiriiriietietceeeie ettt ettt ene et e te e seestesbe et eneeneenseneens $ 2,224 % 1,468
Decrease resulting from:
Effect of taX-eXemPt INCOME ........eeivieeiiiiiieeieecieeeie et ete e e iee e tee e e e teeeaeeenbeeenseeenees (118) (112)
PUrchase aCCOUNLING ........oouiiiiieiieieeie ettt ettt ettt ettt e ee et e esaeenteeneeens - (300)
ACGUISIEION COSE..eutiautietieetieet ettt et et ste et e ste e et et e et e et e et e et e e e eseeeseesseesseeseenseeneesseenseanseans - 48
HiStorical taX CIEAILS.....eccuieiiieeiieiiee et este ettt et e st e st e e ebeesaeesebeessseesebeessseessseesssaennsas (1,002) -
L0 115 T<) TSRS 41 44
TOtal INCOME tAX EXPEIISE. ..eveveerererrerrerisieeteresteseetesseseesessessesessessesessesessessesessessesessessesessensesens $ 1,145 $ 1,148
EATECHIVE TALE .....eeieeieiieee ettt eb ettt sttt 17.5% 26.1%
The Company records deferred income tax on the tax effect of changes in timing differences.
For the periods indicated, the net deferred tax asset was comprised of the following (dollars in thousands):
December 31,
2014 2013 2012
Deferred tax liabilities:
DEPTECIALION ...ttt ettt ettt ettt b et b et et sa e te s s $ (1,435) $ (1,303) $ (961)
FHLB stock dividend ..........cceevueeieiieiieieie e (16) 30) 7
Basis difference in acquired assets and liabilities............ccoeeervereerierceernenne. (296) (310) (14)
Unrealized gain on available for sale SECUTIIES .........ccceeeveriereerieeierreneenne. (62) - (343)
Gross deferred tax liability.................coccooiiiiiiiii e (1,809) (1,643) (1,325)
Deferred tax assets:
Provision for 10an 10SSES..........couerireririniiieieeeeeeeeeeeee e 879 377 636
Provision for other real estate 10SSES .........coveierierierienenieninereeeeeeeeeeen 517 544 13
Unrealized loss on available for sale SECUrIties .........ccccoererererencncnenenee. - 180 -
Unamortized Start UP COSt......cvvirirrrieirieiieiertieieeie e see e eaeeaesseeseeesseenseens 165 187 213
Unamortized 0rganization COSES .........ccuevieriiecreriierieeseenreerreeeeseesseesseessennens 20 22 12
Net operating 10ss carryforward .............ooeeeeereierieniieniieieeeeeeee e 617 833 595
Deferred gain on sale of other real estate ...........cceceeeeieiieiieieneeececeeceee - 90 93
STOCK OPIONS ...ttt sttt st e et e 52 31 41
Restricted STOCK .....eiiuiiiieiieiie e 35 33 6
Basis difference in acquired assets and liabilities..........c.coocevoereeerieiecenene. 342 490 -
Deferred COMPENSAtION. ........couiiuiruieiieieieieerie ettt 41 49 -
HiStorical tax Credit .......coeeeeieieieie ettt 226 - -
General BuSINESS CIEAILS .....coueeieieieriiie ettt 12 12 12
Gross deferred tax aSSES............coooviviiviiiiiiiiiiieieee e 2,906 2,848 1,621
Net deferred taX ASSEL ...........oooovvviiiiiiiiiiiieie et e $ 1,097 § 1,205 § 296

The Company acquired net operating loss (“NOL”) carryforwards through the tax free acquisitions of FCB and SLBB. As of
December 31, 2014 and December 31, 2013, the Company’s NOL carryforwards were approximately $1.8 million and $2.5 million,
respectively, with expiration dates as follows: $0.4 million in 2030; $0.3 million in 2031; and $1.1 million in 2033.

As of December 31, 2014 and December 31, 2013, the Company’s general business credit was $12,000 which expires in 2028.
The Company files income tax returns under U.S. federal jurisdiction and the state of Louisiana, although the state of Louisiana does

not assess an income tax on income resulting from banking operations. With few exceptions, the Company is no longer subject to U.S.
federal and state examinations by tax authorities for years before 2011.
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NOTE 17. FAIR VALUES OF FINANCIAL INSTRUMENTS

In accordance with FASB ASC Topic 820, Fair Value Measurement and Disclosure, disclosure of fair value information about
financial instruments, whether or not recognized in the balance sheet, is required. Fair value of a financial instrument is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Fair value is best determined based upon quoted market prices. In cases where quoted market prices are not
available, fair values are based on estimates using present value or other valuation techniques. Those techniques are significantly
affected by the assumptions used, including the discount rate and estimates of future cash flows, and the fair value estimates may not
be realized in an immediate settlement of the instruments. Accordingly, the aggregate fair value amounts presented do not represent
the underlying value of the Company.

The fair value guidance provides a consistent definition of fair value, which focuses on exit price in an orderly transaction (that is, not
a forced liquidation or distressed sale) between market participants at the measurement date under current market conditions. If there
has been a significant decrease in the volume and level of activity for the asset or liability, a change in valuation technique or the use
of multiple valuation techniques may be appropriate. In such instances, determining the price at which willing market participants
would transact at the measurement date under current market conditions depends on the facts and circumstances and requires use of
significant judgment. The fair value is a reasonable point within the range that is most representative of fair value under current
market conditions.

Fair Value Hierarchy

In accordance with this guidance, the Company groups its financial assets and financial liabilities measured at fair value in three
levels, based on the markets in which the assets and liabilities are traded and the reliability of the assumptions used to determine fair
value.

Level 1—Valuation is based on quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability
to access at the measurement date. Level 1 assets and liabilities generally include debt and equity securities that are traded in an active
exchange market. Valuations are obtained from readily available pricing sources for market transactions involving identical assets or
liabilities.

Level 2—Valuation is based on inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly or indirectly. The valuation may be based on quoted prices for similar assets or liabilities; quoted prices in markets that
are not active; or other inputs that are observable or can be corroborated by observable market data for substantially the full term of
the asset or liability.

Level 3—Valuation is based on unobservable inputs that are supported by little or no market activity and that are significant to the fair
value of the assets or liabilities. Level 3 assets and liabilities include financial instruments whose value is determined using pricing
models, discounted cash flow methodologies, or similar techniques, as well as instruments for which determination of fair value
requires significant management judgment or estimation.

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the
fair value measurement.

The following methods and assumptions were used by the Company in estimating fair value disclosures for financial instruments:

Cash and Due from Banks — For these short-term instruments, fair value is the carrying value. Cash and due from banks is classified in
level 1 of the fair value hierarchy.

Federal Funds Sold/Purchased and Securities Sold under Repurchase Agreements — The fair value is the carrying value. The
Company classifies these assets in level 1 of the fair value hierarchy.

Investments — Where quoted prices are available in an active market, the Company classifies these securities within level 1 of the

valuation hierarchy. Securities are defined as both long and short positions. Level 1 securities include highly liquid government bonds
and exchange-traded equities.
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If quoted market prices are not available, the Company estimates fair values using pricing models and discounted cash flows that
consider standard input factors such as observable market data, benchmark yields, interest rate volatilities, broker/dealer quotes, and
credit spreads. Examples of such instruments, which would generally be classified within level 2 of the valuation hierarchy, include
Government Sponsored Enterprise obligations, corporate bonds and other securities. Mortgage-backed securities are included in level
2 if observable inputs are available. In certain cases where there is limited activity or less transparency around inputs to the valuation,
the Company classifies these securities in level 3.

Loans — For variable-rate loans that re-price frequently and with no significant change in credit risk, fair values are based on carrying
values. Fair values for certain mortgage loans (for example, one-to-four family residential), credit card loans, and other consumer
loans are based on quoted market prices of similar instruments sold in conjunction with securitization transactions, adjusted for
differences in loan characteristics. Fair values for other loans (for example, commercial real estate and investment property mortgage
loans, commercial and industrial loans) are estimated using discounted cash flow analyses, using market interest rates for comparable
loans. Fair values for nonperforming loans are estimated using discounted cash flow analyses or underlying collateral values, where
applicable. The Company classifies loans in level 3 of the fair value hierarchy.

Loans held for sale are measured using quoted market prices when available. If quoted market prices are not available, comparable
market values or discounted cash flow analyses may be utilized. The Company classifies these assets in level 3 of the fair value
hierarchy.

Real Estate Owned — The fair values are estimated based on recent appraisal values of the property less costs to sell the property, as
real estate owned is valued at the lower of cost or fair value of the property, less estimated costs to sell. Certain inputs used in
appraisals are not always observable, and therefore real estate owned may be classified in level 3 within the fair value hierarchy.
When inputs are observable, these assets are classified in level 2 of the fair value hierarchy.

Accrued Interest — The carrying amounts of accrued interest approximate fair value and are classified in level 1 of the fair value
hierarchy.

Deposit Liabilities—The fair values disclosed for noninterest-bearing demand deposits are, by definition, equal to the amount payable
on demand at the reporting date (that is, their carrying amounts). These noninterest-bearing deposits are classified in level 2 of the fair
value hierarchy. The carrying amounts of variable-rate deposit accounts (for example interest-bearing checking, savings and money
market accounts), fixed-term money market accounts and certificates of deposit approximate their fair values at the reporting date.
Fair values for fixed-rate certificates of deposit are estimated using a discounted cash flow calculation that applies market interest
rates on comparable instruments to a schedule of aggregated expected monthly maturities on time deposits. All interest-bearing
deposits are classified in level 3 of the fair value hierarchy.

Short-Term Borrowings—The carrying amounts of federal funds purchased, borrowings under repurchase agreements, and other short-
term borrowings maturing within 90 days approximate their fair values. The Company classifies these borrowings in level 2 of the fair
value hierarchy.

Long-Term Borrowings — The fair values of long-term borrowings are estimated using discounted cash flows analyses based on the
Company’s current incremental borrowing rates for similar types of borrowing arrangements. The fair value of the Company’s long-
term debt is therefore classified in level 3 of the fair value hierarchy.

Commitments — The fair value of commitments to extend credit was not significant.

Derivative Instruments — The fair value for interest rate swap agreements are based upon the amounts required to settle the contracts.
These derivative instruments are classified in level 2 of the fair value hierarchy.
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Fair Value of Assets and Liabilities Measured on a Recurring Basis

Assets and liabilities measured at fair value on a recurring basis are summarized below; there were no liabilities measured on a

recurring basis at 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 SECUTTIES.........ceiveeieriieeeieriietiereeete e $ 48,246 $ - $ 48,246 $ -
Obligations of other U.S. government agencies and corporations ... 4,360 - 4,360 -
Obligations of state and political subdivisions............ccceeevervrennen. 11,740 - 11,740 -
Corporate DONAS ........cevvieriiiiiiiieiieriete et 5,419 - 5,419
EQUILY SECUTIHIES ...vvivieiieiieiecie ettt saaenees 534 534 - -
TOLAL ASSELS .o eeeeeeeeee et et et et eeeeeeeeseeeeeeeeaeseeeeeeeeeeeeneeenens $ 70,299 $ 534§ 69,765 § -
Liabilities:
Derivative financial inStruments..............c.ccoceeveveeeveereeverereeenenne. $ 303 $ -3 303 S -
December 31, 2013
Mortgage-backed SECUTILIES ......cvovvevirveeeriieeiiriieecieeee e $ 34,462 $ - 8 34462 $ -
Obligations of other U.S. government agencies and corporations ... 2,210 - 2,210 -
Obligations of state and political SubdivisSions............c.ccereverurennenne 14,100 - 14,100 -
Corporate DONAS .......ecvveriieiieieeierieeie et 4,925 - 4,925 -
EQUILY SECUITLIES ...cuvievvieeiieeieciieieeie e cee et sieeste e eae e eeesaeese s e 476 476 - -
TOtAL .. e $ 56,173 § 476 $ 55,697 $ -

Fair Value Assets Measured on a Nonrecurring Basis

Assets measured at fair value on a nonrecurring basis are summarized below; there were no liabilities measured on

basis at December 31, 2014 or 2013 (dollars in thousands):

December 31, 2014

Loans held for SAle ........c.vvviviiiiiiiiieceiee e
Impaired [0aNS..........ccvveiiiieiiieieeie et
Real eState OWNE. ......ooovviiiiieie et

December 31, 2013

Loans held for Sale ........c..oooovviiiiinieeeeie e
ImMpaired L0ANS..........ccveieiieiiereeee et
Real eState OWNEA.......ccovvviiieeieie e

a nonrecurring

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

.3 103,396 $ -5 - § 103,396
. 3,497 - - 3,497
. 2,735 - - 2,735
. $ 109,628 $ - $ - § 109,628
.3 5,029 § - S - 8 5,029
. 4,175 - - 4,175
. 3,515 - - 3,515
.3 12,719 $ - S - $ 12,719
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The estimated fair values of the Company’s financial instruments at December 31, 2014 and December 31, 2013 were as follows

(dollars in thousands):

December 31, 2014

Carrying Estimated

Amount Fair Value Level 1 Level 2 Level 3
Financial assets:
Cash and due from banks ........cceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenes $ 19,012 $ 19,012 $ 19,012 -3 -
Federal funds sold .........c..cooooiiiiiiieiee e 500 500 500 - -
INVEStMENt SECUTILIES .....c.vvieeeereeeeereeeeeeeee e 92,818 92,600 534 92,066 -
Other eqUItY SCCUTILIES ..uvevuverererieeieeieeieeieie e eee e 5,566 5,566 - 5,566 -
Loans, net of alloWance .............occveeeeevereeeieeeeeeeeeeeee e 721,556 722,675 - - 722,675
Accrued interest receivable ..........cccoeeveviiiieiiiiiieeeeeeeee, 2,435 2,435 2,435 - -
Financial liabilities:
Deposits, noninterest-bearing. ...........cccveveervrvererriereenreenenenns $ 70,217 $ 70,217 S - 70,217 S -
Deposits, interest-bearing...........cccceeererererenenneenienenennene 557,901 560,667 - - 560,667
FHLB short-term advances and repurchase agreements ...... 116,632 116,632 - 116,632 -
FHLB long-term advances..........cccoeeveveeerveniierieeieseeneenens 21,446 21,493 - - 21,493
NOte PaAYabIe ...c..ooveiiiiiiieieeee e 3,609 3,608 - - 3,608
Accrued interest payable.........coeveviieciiecieiieneee e 284 284 284 - -
Derivative financial inStruments ............ccocevevevereeeeeenene. 303 303 - 303 -

December 31, 2013

Carrying Estimated

Amount Fair Value Level 1 Level 2 Level 3
Financial assets:
Cash and due from Danks ........coeeeeeeeeeeeeeeeeeeeeeeeeeeeeeereneas $ 27,703  $ 27,703 $ 27,703 -3 -
Federal funds sold ............cooooiiiiiiiiceeceeee e 500 500 500 - -
INVESTMENT SECUIILIES ....vvvvieiieieiiiiiieee et e e e 62,752 62,159 476 61,833 -
Other eqUItY SCCUTILIES ..uvevuvereierieeeeeieeieeieie e eee e seeeniens 2,020 2,020 - 2,020 -
Loans, net of alloWance .............occveeeevveeeeeieeeeeeeeeeeeeeenen 505,744 510,998 - - 510,998
Accrued interest receivable ..........ccccoeeveviiiiiiiiiiieeeeeeeeee, 1,835 1,835 1,835 - -
Financial liabilities:
Deposits, noninterest-bearing............cccooeveevvveveeesreceeesienenens $ 72,795 $ 72,795 $ - 72,795 $ -
Deposits, interest-bearing..........c.ccevvvereereereesceeseeneenseenens 459,811 456,046 - - 456,046
FHLB short-term advances and repurchase agreements....... 10,203 10,203 - 10,203 -
FHLB long-term advances..........cceevveververeeneeeeeeeseeeneeenns 30,818 30,896 - - 30,896
NOE PAYADIEC ..ottt 3,609 3,605 - - 3,605
Accrued interest payable........ccooeeiierieriieieiiee e 285 285 285 - -

NOTE 18. REGULATORY MATTERS

The Bank is subject to various regulatory capital requirements administered by the federal banking agencies. Failure to meet minimum
capital requirements can initiate certain mandatory and possibly additional discretionary actions by regulators that, if undertaken,
could have a direct material effect on the financial statements. Under capital adequacy guidelines, the Bank must meet specific capital
guidelines that involve quantitative measures of assets, liabilities, and certain off-balance sheet items as calculated under regulatory
accounting practices. The capital amounts and classification are also subject to qualitative judgments by the regulators about

components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain minimum amounts and ratios
(set forth in the table below) of total and Tier 1 capital (as defined in the regulations) to risk-weighted assets (as defined) and to

average assets (as defined).
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As of December 31, 2014 and 2013, the most recent notifications from the FDIC categorized the Bank as well capitalized under the
regulatory framework for prompt corrective action. To be categorized as well capitalized the Bank must maintain minimum total risk-
based, Tier 1 leverage capital ratios as set forth in the table below. There are no conditions or events since those notifications that
management believes have changed the Bank’s category.

The Company’s and the Bank’s actual capital amounts and ratios as of December 31, 2014 and December 31, 2013 are presented in
the tables below (dollars in thousands):

Actual Capital Adequacy Well Capitalized

Amount Ratio Amount Ratio Amount Ratio
December 31, 2014
Tier 1 leverage capital
Investar Holding Corporation ...........cccceevveeeneeneeennen. $ 103,535 12.61% $ 32,843 4.00% N/A N/A
Investar Bank ...........cccoooviiiiiiiiiiiiecec e $ 73,870 9.00% $ 32,821 4.00% § 41,026 5.00%
Tier 1 risk-based capital
Investar Holding Corporation ................cceceevevenvennen. $ 103,535 13.79% $ 30,029 4.00% N/A N/A
Investar Bank ...........ccccoeeiiiiiiiiiicieceececeeee e $ 73,870 9.86% $ 29,973 4.00% $ 44,959 6.00%
Total risk-based capital
Investar Holding Corporation ...........ccceeevecveeveneeennen. $ 108,165 14.41% $ 60,058 8.00% N/A N/A
Investar Bank ...........ccocoooiviiiiiiiiieieceee e $ 78,500 10.48% $ 59,945 8.00% $ 74,931 10.00%
December 31, 2013
Tier 1 leverage capital
Investar Holding Corporation .............cceeveeveevenveennnns $ 56,056 9.53% $ 23,524 4.00% N/A N/A
INVEStAr BAnK ...c..eeovveeeeeeeeeeeeeeeeeeeeeeeeeeeee e $ 55,894 9.50% $ 23,539 4.00% $ 29,423 5.00%
Tier 1 risk-based capital
Investar Holding Corporation ............cccceeeeeveeneeennnee. $ 56,056 10.85% $ 20,660 4.00% N/A N/A
Investar Bank ...........cccoooviiiiiiiiiiieieceeeeeeeee e $ 55,894 10.83% $ 20,653 4.00% $ 30,979 6.00%
Total risk-based capital
Investar Holding Corporation ..............cceeveeveeveevenenne. $ 59,436 11.51% $ 41,320 8.00% N/A N/A
Investar Bank ...........cccoeeviiiiiiiiiiiiece e, $ 59,274 11.48% $ 41,306 8.00% $ 51,632 10.00%

Applicable Federal and State statutes and regulations impose restrictions on the amounts of dividends that may be declared by the
Company. In addition to the formal statutes and regulations, regulatory authorities also consider the adequacy of the Company’s total
capital in relation to its assets, deposits and other such items and, as a result, capital adequacy considerations could further limit the
availability of dividends from the Company. The ability of the Company to pay dividends on its common stock is restricted by the
Louisiana Banking Law, the FDIC, and FDIC regulations. Dividends payable by the Bank in 2014 without permission were limited to
approximately $8.2 million. In the event the Company is in default or has deferred interest payments on subordinated debentures, the
Company would be restricted from paying dividends.

In July 2013, the federal banking regulatory agencies issued a final rule which revises the regulatory capital framework for financial
institutions. The final rule (also known as the Basel III capital rules) covers a number of aspects pertaining to capital requirements.

These include:

e Prompt Corrective Action Capital Category Thresholds - The following thresholds have been established for an institution to be
deemed adequately capitalized:

Total Risk-Based Capital RaAtI0........ccccecueriiriirinieniniiieietectene ettt ettt st be et ne 8.0%
Tier 1 Risk-Based Capital RAtIO .........ccviiiiiiiiieiieiieieeie sttt ettt te et esb e esaeste e ba e seessessaesseesseesssenseensenns 6.0%
Common Equity Tier 1 Capital RALIO ......ccouiiiiiiieieiieieee ettt st nee 4.5%
TIEr 1 LeVEIAZE RATIO ..ouvieiieiiiieeeieeiieit ettt ettt st et e et et e e st e s st et e enseensesnsessaesseenseensesnsesseenseenseensenns 4.0%

103



INVESTAR HOLDING CORPORATION
Notes to Consolidated Financial Statements

o Establishment of a Capital Conservation Buffer - The Capital Conservation Buffer is phased in through 2019.
e Changes in risk-weighting of assets.

e Opt-out Election of Accumulated Other Comprehensive Income from Common Equity Tier 1 Capital.

Financial institutions become subject to the final rule on January 1, 2015, although the rules will not be fully phased in until January 1,
2019.

Management is currently evaluating the provisions of the final rule and its expected impact on the Company and the Bank.
Management believes that at December 31, 2014, the Company and the Bank would have met all new capital adequacy requirements
on a fully phased-in basis if such requirements were then effective. There can be no assurances that the Basel III capital rules will not
be revised before the effective date and expiration of the phase-in periods.

NOTE 19. COMMITMENTS AND CONTINGENCIES
Commitments to Extend Credit

The Company is a party to financial instruments with off-balance sheet risk entered into in the normal course of business to meet the
financing needs of its customers. These financial instruments include commitments to extend credit consisting of loan commitments
and standby letters of credit, which are not included in the accompanying financial statements.

Commitments to extend credit are agreements to lend money with fixed expiration dates or termination clauses. The Company applies
the same credit standards used in the lending process when extending these commitments, and periodically reassesses the customer’s
creditworthiness through ongoing credit reviews. Since some commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future cash requirements. Collateral is obtained based on the Company’s
assessment of the transaction. Essentially all standby letters of credit issued have expiration dates within one year. At December 31,
2014 and December 31, 2013, the Company’s commitments to extend credit totaled approximately $91.5 million and $67.1 million,
respectively.

Required Reserves

The Company is required to maintain average reserves at the Federal Reserve Bank. There were approximately $12.9 million and $4.6
million in reserves required at December 31, 2014 and December 31, 2013, respectively.

Bank Premises

In August 2014, the Company entered into an agreement to construct a 2,240 square foot building located at 525 East New River Road
in Gonzales, Louisiana. The Company was approved by the FDIC to open a new branch facility. The Company has submitted
application and is awaiting approval from the Louisiana Office of Financial Institutions. The estimated cost to construct the branch
facility is approximately $1.3 million. Opening date of this location is estimated to be in June 2015.

The Prairieville location was relocated in February 2015 from 38567 Highway 42 to 17122 Commerce Centre Drive, Prairieville,
Louisiana. The new facility is a 2,237 square foot building. The approximated cost for completion was $0.2 million at December 31,
2014.

Insurance

Effective May 1, 2014, the Company is obligated for certain costs associated with its insurance program for employee health. The
Company is self-insured for a substantial portion of its potential claims. The Company recognizes its obligation associated with these
costs, up to specified deductible limits in the period in which a claim is incurred, including with respect to both reported claims and
claims incurred but not reported. The claims costs are estimated based on historical claims experience. The reserves for insurance
claims are reviewed and updated by management on a quarterly basis.
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NOTE 20. CONCENTRATIONS OF CREDIT

Substantially all of the Company’s loans and commitments have been granted to customers in the Company’s market area. The
concentrations of credit by type of loan are set forth in Note 4, Loans. The distribution of commitments to extend credit approximates
the distribution of loans outstanding.

The Company maintains deposit accounts and federal funds sold with correspondent banks which may, periodically, exceed the
federally insured amount.

NOTE 21. TRANSACTIONS WITH RELATED PARTIES

The Bank has made, and expects in the future to continue to make in the ordinary course of business, loans to directors and executive
officers of the Company, the Bank, and their affiliates. In management’s opinion, these loans were made in the ordinary course of
business at normal credit terms, including interest rate and collateral requirements, and do not represent more than normal credit risk.
See Note 4, Loans, for more information regarding lending transactions between the Company and these related parties.

During 2014 and 2013, certain executive officers and directors of the Company and the Bank, including companies with which they
are affiliated, were deposit customers of the Bank. See Note 10, Deposits, regarding total deposits outstanding to these related parties.

The Company has transactions with related parties for which the Company believes the terms and conditions are comparable to terms
that would have been available from a third party that was unaffiliated with the Company. The following describes transactions since
January 1, 2012 in addition to the ordinary banking relationships, described above, in which the Company has participated in which
one or more of its directors, executive officers or other related persons had or will have a direct or indirect material interest.

Thomas C. Besselman, Sr., one of the Company’s directors, is the former owner and previously served as president of The Besselman
& Little Agency, Inc. Mr. Besselman sold his interest in The Besselman & Little Agency, Inc. in 2012. Gallagher Benefit Services,
successor in interest to The Besselman & Little Agency, wrote the Company’s employee benefits insurance until it became self-
insured, effective May 1, 2014. The Company paid commissions of approximately $70,000 per year for the years ended December 31,
2013 and December 31, 2012 for such insurance. Effective May 1, 2014, the Company pays Gallagher Benefit Services an annual fee
of $60,000 for the administration of its benefit programs.

Both The Besselman & Little Agency and Gallagher Benefit Services paid a referral fee to the Company for referrals of clients to The
Besselman & Little Agency or Gallagher Benefit Services for their insurance needs. The Company received referral fees of
approximately $74,000, $60,000 and $53,000 for the years ended December 31, 2014, 2013 and 2012, respectively, from Gallagher
Benefit Services.

Mr. Besselman is also the owner of H.R. Solutions, LLC, located in Baton Rouge, Louisiana, which provides the Company’s payroll
processing services. The Company paid fees of approximately $44,000, $98,000 and $59,000 for the years ended December 31, 2014,
2013 and 2012, respectively, to H.R. Solutions, LLC.

The Company has engaged in a number of transactions with Joffrion Commercial Division, LLC and Joffrion Construction, Inc., each
a commercial construction company owned and managed by Gordon H. Joffrion, one of the Company’s directors. In 2011 Joffrion
Commercial Division, LLC was awarded the bid to renovate a building the Company purchased in Metairie, Louisiana, to serve as the
Company’s first branch in the Greater New Orleans area. The Company paid approximately $0.9 million to Joffrion Commercial
Division, LLC in connection with the renovation of this branch which was completed in 2012. Joffrion Commercial Division, LLC
renovated the Company’s branch located at 2929 Hwy 190, Mandeville, Louisiana. The Company paid approximately $0.1 million for
this renovation work which was completed in 2012.

The Company selected Joffrion Commercial Division, LLC’s bid to construct a building in Lafayette, Louisiana, to serve as the
Company’s first branch in the Lafayette area. The Company paid approximately $1.7 million to Joffrion Commercial Division, LLC
for construction of this facility, which was completed in 2013.

Joffrion Commercial Division, LLC was awarded the bid in the amount of $1.0 million for demolition and renovation of the third floor
of the Clerk of Court building the Company purchased in Baton Rouge, Louisiana to serve as the Company’s Operations Center. The
Company paid approximately $0.9 million to Joffrion Commercial Division, LLC for the demolition and renovation of this facility,
which was completed in 2014.
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In December 2013, the Company selected Joffrion Commercial Division, LLC’s bid to construct a new Baton Rouge branch located at
18101 Highland Market Drive, Baton Rouge, Louisiana. The Company paid approximately $0.9 million for the construction of this
branch which was completed in 2014.

Joffrion Commercial Division, LLC was awarded the bid in the amount of $0.9 million for the construction of the new location for the
Prairieville branch. As of December 31, 2014, the Company paid Joffrion Commercial Division, LLC $0.7 million related to the
construction of the new branch location, which was completed in February 2015.

In August 2014, the Company selected Joffrion Commercial Division, LLC’s bid to construct a building in Gonzales, Louisiana,
which is expected to be completed in 2015. The Company believes that the terms and conditions of all of its transactions with Joffrion
Commercial Division, LLC are comparable to terms that would have been available from a third party 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 frOmM DANK. .........ooouiiieeeeeeeeeeee e $ 27,995 $ 82
ACCOUNTS TECEIVADIE ... e e e et e et e et e e e enneaeas 29 -
Dividend receivable - bank SUbSIAIAry .........c.ceoveeieiiiiieieeceee e - 48
Federal inCOME taX TECEIVADIE...........ceiireieeeteee e e e eeee et e e eeneeeeeeaneeeens 1,167 7
Investment in bank SUDSIAIATY.......c.cccverieriieiiieieeietee ettt et aessaenseens 77,442 58,821
INVESTMENT TN TIUST....eeviiiieiieiiiectie ettt ettt e et e et e e teeeteeeteeeabeeeabeesaseesabeesaseesaseessneennes 109 109
Investment in tax Credit €NLIEY .......ceeierierieie ettt e et eseesseeeeesaenneens 162 -
Deferred StOCK 1SSUANCE COSE....ccuuiiiiiiitiiiiieiitieeiee et e et e et e eaeeeereeeteeesareesaneestseesseeereeeneeenrs - 67
DEfRITEA TAX @SSEL....eiiviiiiiietieeiieeiee et e etee et e ettt e st e e e beestbeeeabeesereessbeesaseessseesaseeasseesseenseeenses 238 12
TTORAL ASSELS ..o e e $ 107,142 $ 59,146
LIABILITIES
INOLE PAYADIE ...ttt ettt sttt sttt a ettt e s se et e s eseebesseseebessesesbensesensens $ 3,609 $ 3,609
ACCOUNLES PAYADIC ... .ottt ettt ettt ettt n e bt enees 94
Accrued INterest PAYADIE ......cocuieiieiieiee et e 4 3
Due t0 bank SUDSIAIAIY ........eeueieiiiieiie ettt ettt et - 3
Dividend Payable ........cooieiieieie ettt ettt enee 51 48
Total HADILIEIES .......ooooiiiiiiiiiiiiceeeeee et e eeeaaaees 3,758 3,663
STOCKHOLDERS’ EQUITY
COMIMON STOCK ....eeveieeeeeeee ettt e e e e et e e e e e e et eeeetreeeeeaneeeeeneeeeensreeeenns 7,264 3,943
TTEASUIY STOCK ....veeutieuiieieeieeiieeite sttt ettt s e st et e e et e e st e st eese e seessesnaesneesseenseenseensesnsenssensenns 23) -
SULPIUS .ot ettt et e e st e st e st et e et e essees s e see s e enseenseenaeeneenseennennes 84,213 45,281
ReEtained CarNINGS......c.eeivieiieieiieiieeiet ettt ettt et et e stesaae s st esseenseensesssesseaseenseenseensenseans 11,809 6,609
Accumulated other comprehensive iNCOmMe (10SS).......ccvvervieiirierienieiieieeee e seese e eae e 121 (350)
Total stockholders' eqUity.............ccoccoiiiiiiiiiiiieee e 103,384 55,483
Total liabilities and stockholders' equity ..................ccocirievieiniecieineieieeeeee e $ 107,142 § 59,146
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STATEMENTS OF OPERATIONS
For the year ended December 31,

(dollars in thousands) 2014 2013
Revenue
Dividends received from bank SUDSIAIAIY .........c.cceeveieirieieirieiiisieieeeeeeeee e $ 498 $ 248
Undistributed net income of bank SubSIdIary.........cccceeveroiriirierieieeee e 4,640 2,958
Partnership INCOIME. ......c.iiiiiieiieeee ettt ettt ne e bt et e teenteeaeens 24 -
Interest income from iNVEStMENt N trUSt.........ccuevieiieiieie e 2 -
TOCAL FEVEIMUE ...ttt e e et e e et e e e e aae e e eenteeesenaeesennneeeeans 5,164 3,206
Expense
Interest 0N NOLE PAYADIE ......eovviiiiiiieieieieie ettt st te et eseesseesseeseensesnnens 76 9
Management fees to bank SUDSIAIATY .........cccuevieriieiieiieierietee et 245 8
OrganizZationNal COSE ......eiuiiriiiriiiieiieriert et ete et e et te st e bt e b e saeseeesseesseesseensesnsesseanseenseensennsenseens 6 40
Impairment of investment in taX credit @Ntity .........ccoeceevierierieiieie e 690 -
OtHET EXPEIISE...uvieuvieeiieeieeiieetieiteesteeteeteeteettesse e seesseesseessesssesssesseesseesseesseesseesseassesseessensensenns 135 -
TOtAl @XPEISE ..ottt ettt et ettt ettt et e n e n e b et eaeenees 1,152 57
Income before iINCOme tax DENETIL .......oeiiiuviiiieiiiieeeie e 4,012 3,149
INCOME tAX DENETIL....ooiieiiiiiieeic et e et eeeaae e s eeaaeeesenteeeenns 1,385 19
INEEEIICOMIC .....ooeeeee e et e e e e e e e et e e e e e e e eneesene e e e eeeeeeseneeeane $ 5397 §$ 3,168
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STATEMENTS OF CASH FLOWS
For the year ended December 31,

(dollars in thousands) 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
INEEITICOME ...ttt ettt ettt et e e e e e et eaeeeteenteeateereesaeeeaeenseenseensesssessseseenseeneeaneas $ 5397 § 3,168
Adjustments to reconcile net loss to net cash provided by operating activities:
Undistributed earnings of bank subsidiary..........cccceoceeoeroiiiiinieii e (4,640) (3,006)
Stock-based COMPENSALION .........eiuieriieiieieeie ettt ete ettt e et eesseesree et eseeeeeneeeneenaeenes - 31
Impairment of investment in taX credit ntity .........ccoeoeeeerierieiiee e 690 -
Net change in:
INCOME taX TECEIVADIE .....eeviieiieeiiecieciieie ettt sttt et sttt e se et eenbeensennnens (1,160) 7
ORET @SSELS ...ttt ettt ettt ettt sttt bbbttt sa et e bt sbe bt eae e b e ae st e b e 86 -
DEfErTed taX @SSCL....eeiuieriieieeieeieeeeste ettt et e st et et e e estesstesseesseesseensesnnesstesseenseenseenseenaenseens (226) (12)
Accrued INterest PAYADIC .......ocuieiiieieeiecieceee ettt sne e nnas 1 3
Accrued Other THADIIITIES ....cc.eeteiiiiriiriercetcetet ettt 6 3
Net cash provided by Operating aCtiVities........ceevuereereeriierrieieeiesieesieeiesaeseesteesseesessnenes 154 180
CASH FLOWS FROM INVESTING ACTIVITIES
Capital contributed to bank SUDSIAIArY ........ccvecvieieiieiieiieie ettt (13,300) (5,177)
Purchase of investment in tax credit €NtItY ......cveeveeeverierieriieie e (766) -
Net cash used in INVESHING ACTIVITIES .....eveeueeuieieiieieieeie sttt ee e (14,066) (5,177)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from short-term DOITOWING .........coiiiiiiiiieieeeeeete et 5,000 61
Repayment of Short-term DOTTOWING .......cc.coiiiiiiieieiee e (5,000) 61)
Increase in deferred StOCK 1SSUANCE COSt.....uiiiriiriiiiiiieeiieiieecieeeeette et e eaee e e beeebeeeveeeene - (67)
Cash dividends paid on cOmMMmON StOCK .........cooieiiieiiieiieieeierieee e (194) (169)
Proceeds from sales of COMMON StOCK ........oviiiiiiiiiiiiiiii i - 5,339
Payment to repurchase common StOCK ...........cocuieierieiieiire et 6) -
StOCK ISSUANCE COSL...uvviiriiiiiiiitiieiieeetieesiteerteeeteeebeeeteeeaeesbeeesseessseessseessseassseessseensseesssaesssens - (24)
Proceeds from warrants eXerciSed..........ooveeruieiiirienieiiee e 297 -
Proceeds from issuance of common Stock I TPO ........coovvviiiiiiiiiiiiiiieeeeeee e 41,728 -
Net cash provided by financing actiVities..........ceeeverurerierierierierierieee e eee e seee e eee e 41,825 5,079
NEt INCTEASE 1N CASN.....eeiiiiiiieeiiie e e e e e e e e e e et eeeeaaeeeenneeeeenneeean 27,913 82
Cash and cash equivalents, beginning of Period ...........ccceeeueriieriierienieniece e 82 -
Cash and cash equivalents, end Of Period ...........ccevierieiieiciiiie e 27,995 82
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash payments for:
INtErest ON DOITOWINGES ...eeveiuieiiieiieeiieit ettt ettt et ettt e et esae e bt et e et e eneesseeteeneeensesneens 76 37
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NOTE 23. EARNINGS PER SHARE

The following is a summary of the information used in the computation of basic and diluted earnings per common share for the years
ended December 31, 2014, 2013 and 2012 (in thousands, except share data):

December 31,

2014 2013 2012
Net income available to common stockholders...........ccoeveevievveveeeieeieeeeee. $ 5397 $ 3,168 $ 2,361
Weighted average number of common shares outstanding
used in computation of basic earnings per common share.............c.ccoeeueennee. 5,533,514 3,667,929 2,998,087
Effect of dilutive securities:
RESIICIEA STOCK . ....viiiieiiieiceiiie et 41,467 32,141 11,704
StOCK OPLIONS ..vveevvieiiieiieeteeieeie e eite st steete et et esae e b e e s e essessaesseesbeessesssenseas 22,811 29,773 39,255
STOCK WAITANES ...t e ettt e e st e e e e e e e snaeeeseraeeeennens 179,510 193,532 253,615
Weighted average number of common shares outstanding
plus effect of dilutive securities used in computation
of diluted earnings per coOmmOnN Share ............cceevveeieriereeciieieeeeseese e 5,777,302 3,923,375 3,302,661
Basic €arnings Per SHATE............ccvvveveviiereuiieierieeteetesetee st ese s esesess s $ 098 $ 086 $ 0.79
Diluted €arnings per ShATE............cocveveiriereririeriirieieeieetee et $ 093 $ 081 $ 0.71
NOTE 24. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)
(dollars in thousands, except per share data) First Quarter Second Quarter  Third Quarter Fourth Quarter
Year Ended December 31, 2014
Total interest iNCOME........cc.ovveervierieeieeecee e $ 6,957 $ 7,407 3 8,182 $ 8,822
Total INterest EXPenSe.......evueeereeerierieerieeeeieseeneeeeeenees 1,090 1,158 1,182 1,245
Net INTErESt INCOME .....vvvveeeeeeieeieiiieeeee e eeeeeeeees 5,867 6,249 7,000 7,577
Provision for 10an 10SS€S .......c.ccovvivvieeeciieiiiieeiiccieeeeeae 245 448 505 430
Net interest income after provision for loan losses......... 5,622 5,801 6,495 7,147
Noninterest iNCOME..........ccveeeeeveeeeeiueeeeereeeeeeeeeeeennen. 1,066 1,509 1,959 1,325
NONINLETeSt EXPENSE....veevvreererrrerrrerieererieseeseeenseesens 5,385 5,729 6,313 6,955
Income before INCOME taXES........ccvveeeevreeeereeeeereeeenee. 1,303 1,581 2,141 1,517
Income tax expense (benefit) ..........cccoeeverierieciieciennennen. 424 514 699 (491)
NEEINCOMIC ...t $ 879 $ 1,067 $ 1,442 $ 2,008
Earnings per common share - basic...........ccccoeveeverervennene. $ 023 § 027 $ 020 § 0.28
Earnings per common share - diluted...........c..cccoccvrunene. $ 021 § 026 $ 020 § 0.27
(dollars in thousands, except per share data) First Quarter Second Quarter  Third Quarter Fourth Quarter
Year Ended December 31, 2013
Total interest iNCOME........cc.oeveervieeieeieeeceeceeeeeeeeee e $ 4,083 § 5553 §% 6,231 $ 6,605
Total INterest EXPENSe. .....cevuveereueerueerereieeieneeenieeeeeeeseees 691 836 932 1,002
Net INTErESt INCOMIE .....vvvvveeeeeeieeiiieieeeee e 3,392 4,717 5,299 5,603
Provision for 10an 10SS€S .......c.ccovviviieiciieiiieeiiccieeeeeae 89 143 108 686
Net interest income after provision for loan losses......... 3,303 4,574 5,191 4917
Noninterest iNCOME..........cccveeeeeveeeeeireeeeereeeeeeeeeeennen 1,170 2,193 1,023 969
NONINLETeSt EXPENSE....veevvreererererreerreererresrereeenseeneens 3,574 4,615 5,218 5,618
Income before INCOME taXES.......covvvveveveeeeeeiieeeeeeeeeeneee. 899 2,152 996 268
INCOME taX EXPENSE..eevuviereriereiieriiieriieriiesreesireesvee e 281 455 322 90
NEEINCOMIC ... $ 618 $ 1,697 $ 674 $ 178
Earnings per common share - basic...........ccccovveverervenene. $ 019 § 047 $ 017 § 0.05
Earnings per common share - diluted...........c..cccoecvrnnene. $ 018 § 044 $ 0.16 § 0.04
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NOTE 25. SUBSEQUENT EVENTS

Management has evaluated all subsequent events and transactions that occurred after December 31, 2014 up through the date that the
financial statements were available to be issued and determined that there were no events that require disclosure. No events or changes
in circumstances were identified that would have an adverse impact on the financial statements.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures

None.

Item 9A. Controls and Procedures

As of the end of the period covered by this Annual Report on Form 10-K, the Company carried out an evaluation under the
supervision and with the participation of its management, including the Chief Executive Officer and Chief Financial Officer (the
Company’s principal executive and financial officers), of the effectiveness of the design and operation of the Company’s disclosure
controls and procedures as defined in Exchange Act Rules 13a-15(e) and 15d-15(e). Based upon that evaluation, the Chief Executive
Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures were effective for ensuring that
information the Company is required to disclose in reports that it files or submits under the Securities Exchange Act of 1934, as
amended, is recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission’s rules and forms.

There were no changes to internal control over financial reporting during the fourth quarter of 2014 that have materially affected, or
are reasonably likely to materially affect, the Company’s internal control over financial reporting.

This Annual Report on Form 10-K does not include a report of management’s assessment regarding internal control over financial

reporting or an attestation report of the Company’s independent registered public accounting firm due to a transition period established
by rules of the Securities and Exchange Commission for newly public companies.

Item 9B. Other Information

None.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance

Directors of the Company, Stockholder Recommendations of Director Candidates, Audit Committee Members and
Section 16(a) Beneficial Ownership Reporting Compliance

The information appearing under the headings “Board of Directors” and “Stock Ownership” in the Company’s Definitive Proxy
Statement for its 2015 Annual Meeting of Shareholders (the “2015 Proxy Statement”) is incorporated herein by reference.

Executive Officers

The information appearing under the heading “Executive Officers” in the 2015 Proxy Statement is incorporated herein by reference.

Code of Ethics

The Company has adopted a Code of Ethics for the Chief Executive Officer and Senior Financial Officers that applies to its chief
executive officer, chief financial officer, chief accounting officer and any other senior financial officers, and the Company has also
adopted a Code of Ethics that applies to all of the Company’s directors, officers and employees. The full text of the Code of Ethics for
the Chief Executive Officer and Senior Financial Officers and the Code of Ethics can be found by clicking on “Corporate
Governance” under the “Investor Relations” tab on the Company’s website, www.investarbank.com, and then by clicking on “Code of
Ethics for the Chief Executive Officer and Senior Financial Officers” or “Code of Ethics,” as applicable. The Company intends to
satisfy the disclosure requirement under Item 5.05(c) of Form 8-K regarding an amendment to, or waiver from, a provision of the
Company’s Code of Ethics for the Chief Executive Officer and Senior Financial Officers by posting such information on its website,
at the address specified above.

Item 11. Executive Compensation

The information appearing under the headings “Board of Directors,” “Executive Compensation,” “Compensation Committee
Interlocks and Insider Participation” and “Compensation Tables” in the Company’s 2015 Proxy Statement is incorporated herein by
reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Stock Ownership

The information appearing under the heading “Stock Ownership” in the 2015 Proxy Statement is incorporated herein by reference.

Securities Authorized for Issuance under Equity Compensation Plans

The following table presents certain information regarding our equity compensation plan as of December 31, 2014.

Number of securities to be Weighted-average exercise Number of securities
issued upon exercise of price of outstanding remaining available for
outstanding options, options, warrants and future issuance under
Plan category warrants and rights rights equity compensation plans
Equity compensation plans approved by security
ROIARTS ..t - - -
Equity compensation plans not approved by security
ROIAETS ™! e 238,811 §$ 13.94 306,961
TOtAL .o 238,811 $ 13.94 306,961

()" The Investar Holding Corporation 2014 Long-Term Incentive Compensation Plan (the “Equity Incentive Plan”) was adopted

by the Company’s board of directors on January 15, 2014, and the plan was amended on March 13, 2014. Because the
Company was a private corporation at the time of the adoption of the Equity Incentive Plan, shareholder approval of the plan
was not required, nor was such approval obtained. A total of 600,000 shares of common stock have been reserved for grant,
award or issuance in the form of stock options and restricted stock under the Equity Incentive Plan. As of December 31,
2014, 306,961 shares remain available for grant, award or issuance.

112



Item 13. Certain Relationships and Related Transactions, and Directors Independence

The information appearing under the heading “Board of Directors” in the 2015 Proxy Statement is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information appearing under the heading “Independent Registered Public Accountants” in the 2015 Proxy Statement is
incorporated herein by reference.
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PART IV

Item 15. Exhibits and Financial Statement Schedules
(a) Documents Filed as Part of this Report.

(1) The following financial statements are incorporated by reference from Item 8 hereof:

Consolidated Balance Sheets as of December 31, 2014 and 2013

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

Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2014, 2013 and 2012
Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 2014, 2013 and 2012
Consolidated Statements of Cash Flows for the Years Ended December 31, 2014, 2013 and 2012

Notes to Consolidated Financial Statements

(2) All schedules for which provision is made in the applicable accounting regulations of the SEC are omitted because of the
absence of conditions under which they are required or because the required information is included in the consolidated
financial statements and related notes thereto.

(3) The following exhibits are filed as part of this Form 10-K, and this list includes the Exhibit Index.
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Exhibit
Number

EXHIBIT INDEX

Description

Location

2.1

3.1

32

4.1

10.1*

10.2*

10.3*

10.4

10.5

10.6

21

23
31.1

31.2

313

32.1

Agreement and Plan of Exchange dated August 1, 2013, by and
between Investar Holding Corporation and Investar Bank, as
amended (the “Agreement and Plan of Exchange”)

Restated Articles of Incorporation of Investar Holding Corporation

By-laws of Investar Holding Corporation

Specimen Common Stock Certificate

Investar Holding Corporation 2014 Long-Term Incentive
Compensation Plan, as amended by Amendment No. 1 to Investar
Holding Corporation 2014 Long Term Incentive Plan

Form of Stock Option Grant Agreement under 2014 Long-Term
Incentive Compensation Plan

Form of Restricted Stock Award Agreement under 2014 Long-
Term Incentive Compensation Plan

Form of Notice of Exchange and Assumption relating to options
exchanged in connection with Agreement and Plan of Exchange

Form of Notice of Exchange and Assumption relating to restricted
stock exchanged in connection with Agreement and Plan of
Exchange

Form of Notice of Exchange and Assumption relating to warrants
exchanged in connection with Agreement and Plan of Exchange

Subsidiaries of the Registrant

Consent of Postlethwaite and Netterville, APAC

Rule 13a-14(a) Certification of Principal Executive Officer of the
Company in accordance with Section 302 of the Sarbanes-Oxley
Act of 2002

Rule 13a-14(a) Certification of Co-Principal Financial Officer of
the Company in accordance with Section 302 of the Sarbanes-
Oxley Act of 2002

Rule 13a-14(a) Certification of Co-Principal Financial Officer of
the Company in accordance with Section 302 of the Sarbanes-
Oxley Act of 2002

Section 1350 Certification of Principal Executive Officer of the
Company in accordance with Section 906 of the Sarbanes-Oxley
Act 0f 2002
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Exhibit 2.1 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 3.1 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 3.2 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 4.1 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 10.1 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and, as to
Amendment No.1, Exhibit 99.2 to the Registration
Statement on Form S-8 of the Company filed
October 31, 2014, each of which is incorporated
herein by reference

Exhibit 10.2 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 10.3 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 10.4 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 10.5 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 10.6 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Exhibit 21 to the Registration Statement on Form
S-1 of the Company filed May 16, 2014 and
incorporated herein by reference

Filed herewith
Filed herewith

Filed herewith

Filed herewith

Filed herewith



32.2  Section 1350 Certification of Co-Principal Financial Officer of the Filed herewith
Company in accordance with Section 906 of the Sarbanes-Oxley
Act of 2002

32.3  Section 1350 Certification of Co-Principal Financial Officer of the Filed herewith
Company in accordance with Section 906 of the Sarbanes-Oxley

Act 0of 2002
101.INS XBRL Instance Document Filed herewith
101.SCH XBRL Taxonomy Extension Schema Document Filed herewith
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document Filed herewith
101.DEF XBRL Taxonomy Extension Definition Linkbase Document Filed herewith
101.LAB XBRL Taxonomy Extension Label Linkbase Document Filed herewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document Filed herewith

*  Management contract or compensatory plan or arrangement required to be filed as an exhibit to this Form 10-K pursuant to
Item 15(b) of Form 10-K.

The Company does not have any long-term debt instruments under which securities are authorized exceeding ten percent of the total
assets of the Company and its subsidiaries on a consolidated basis. The Company will furnish to the Securities and Exchange
Commission, upon its request, a copy of all long-term debt instruments.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

INVESTAR HOLDING CORPORATION

Date: March 31, 2015 by: /s/John J. D’Angelo
John J. D’ Angelo
President and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the date indicated.

Date: March 31,2015 by: /s/John J. D’Angelo
John J. D’ Angelo
President, Chief Executive
Officer and Director

(Principal Executive Officer)

Date: March 31, 2015 by: /s/Rachel P. Cherco
Rachel P. Cherco
Executive Vice President and
Chief Financial Officer

(Co-Principal Financial Officer)

Date: March 31, 2015 by:  /s/Christopher L. Hufft
Christopher L. Hufft
Executive Vice President and
Chief Accounting Officer
(Co-Principal Financial Officer

and Principal Accounting Officer)

Date: March 31, 2015 by: /s/James M. Baker
James M. Baker
Director

Date: March 31,2015 by: /s/Thomas C. Besselman, Sr.
Thomas C. Besselman, Sr.
Director

Date: March 31,2015 by: /s/James H. Boyce, I1I
James H. Boyce, 111
Director
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Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

March 31, 2015

March 31, 2015

March 31, 2015

March 31, 2015

March 31, 2015

March 31, 2015

March 31, 2015

March 31, 2015

March 31, 2015

March 31, 2015

by:

by:

by:

by:

by:

by:

by:

by:

by:

/s/Robert M. Boyce, Sr.

Robert M. Boyce, Sr.
Director

/s/].E. Brignac, Jr.

J.E. Brignac, Jr.
Director

/s/Robert L. Freeman

Robert L. Freeman
Director

/s/William H. Hidalgo, Sr.

William H. Hidalgo, Sr.
Chairman of the Board

/s/Gordon H. Joffrion, 111

Gordon H. Joffrion, III
Director

/s/David J. Lukinovich

David J. Lukinovich
Director

/s/Suzanne O. Middleton

Suzanne O. Middleton
Director

/s/Andrew C. Nelson, M.D.

Andrew C. Nelson, M.D.
Director

/s/Carl R. Schneider, Jr.

Carl R. Schneider, Jr.
Director

/s/Frank L. Walker

Frank L. Walker
Director
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Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 333-199692 and 333-201880)
of Investar Holding Corporation and any related prospectus of our report dated March 31, 2015 relating to our audit of the
consolidated financial statements of Investar Holding Corporation included in this Annual Report (Form 10-K) for the year ended
December 31, 2014.

/s/ Postlethwaite & Netterville, APAC
Baton Rouge, Louisiana

March 31, 2015



Exhibit 31.1

CERTIFICATIONS
SECTION 302 CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

I, John J. D’ Angelo, President and Chief Executive Officer of Investar Holding Corporation, certify that:
1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2014 of Investar Holding Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 31, 2015 /s/ John J. D’ Angelo
John J. D’ Angelo
President and Chief Executive Officer

(Principal Executive Officer)




Exhibit 31.2

CERTIFICATIONS
SECTION 302 CERTIFICATION OF THE CHIEF FINANCIAL OFFICER

I, Rachel P. Cherco, Chief Financial Officer of Investar Holding Corporation, certify that:
1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2014 of Investar Holding Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 31, 2015 /s/ Rachel P. Cherco
Rachel P. Cherco
Chief Financial Officer

(Co-Principal Financial Officer)




Exhibit 31.3

CERTIFICATIONS
SECTION 302 CERTIFICATION OF THE CHIEF ACCOUNTING OFFICER

I, Christopher L. Hufft, Chief Accounting Officer of Investar Holding Corporation, certify that:
1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2014 of Investar Holding Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

b)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 31, 2015 /s/ Christopher L. Hufft
Christopher L. Hufft
Chief Accounting Officer
(Co-Principal Financial Officer and Principal Accounting
Officer)




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 18 U.S.C. SECTION 1350
(AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002)

In connection with the Annual Report of Investar Holding Corporation (the “Company”) on Form 10-K for the fiscal year ended
December 31, 2014 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, John J. D’Angleo,
President and Chief Executive Officer of the Company, certify to my knowledge and in my capacity as an officer of the Company,
pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company as of and for the periods covered in the Report.

/s/ John J. D’ Angelo

John J. D’Angelo

President and Chief Executive Officer
(Principal Executive Officer)

Date: March 31, 2015

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission or its staff upon request. The information furnished herein shall
not be deemed to be filed for purposes of Section 18 of the Securities Exchange Act of 1934, nor shall it be deemed incorporated by
reference in any filing under the Securities Act of 1933.



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 18 U.S.C. SECTION 1350
(AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002)

In connection with the Annual Report of Investar Holding Corporation (the “Company”) on Form 10-K for the fiscal year ended
December 31, 2014 (the “Report”), I, Rachel P. Cherco, Chief Financial Officer of the Company, certify to my knowledge and in my
capacity as an officer of the Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company as of and for the periods covered in the Report.

/s/ Rachel P. Cherco

Rachel P. Cherco

Chief Financial Officer
(Co-Principal Financial Officer)

Date: March 31, 2015

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission or its staff upon request. The information furnished herein shall
not be deemed to be filed for purposes of Section 18 of the Securities Exchange Act of 1934, nor shall it be deemed incorporated by
reference in any filing under the Securities Act of 1933.



Exhibit 32.3

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 18 U.S.C. SECTION 1350
(AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002)

In connection with the Annual Report of Investar Holding Corporation (the “Company”) on Form 10-K for the fiscal year ended
December 31, 2014 (the “Report”), I, Christopher L. Hufft, Chief Accounting Officer of the Company, certify to my knowledge and in
my capacity as an officer of the Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
0f 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company as of and for the periods covered in the Report.

/s/ Christopher L. Hufft

Christopher L. Hufft
Chief Accounting Officer
(Co-Principal Financial Officer and Principal Accounting Officer)

Date: March 31, 2015

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the
Company and furnished to the Securities and Exchange Commission or its staff upon request. The information furnished herein shall
not be deemed to be filed for purposes of Section 18 of the Securities Exchange Act of 1934, nor shall it be deemed incorporated by
reference in any filing under the Securities Act of 1933.
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