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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Consolidated Balance Sheets

(Dollars in thousands, except per share data)

(Unaudited)

March 31, June 30,

2016 2015
Assets
Cash $30,966 $33,891
Interest-bearing deposits 18,212 82,269
Cash and cash equivalents 49,178 116,160
Commercial paper 275,878 256,152
Certificates of deposit in other banks 158,767 210,629
Securities available for sale, at fair value 219,498 257,606
Other investments, at cost 30,163 28,711
Loans held for sale 2,537 5,874
Total loans, net of deferred loan fees and discount 1,815,017 1,685,707
Allowance for loan losses (21,761 ) (22,374 )
Net loans 1,793,256 1,663,333
Premises and equipment, net 55,926 57,524
Accrued interest receivable 7,432 7,522
Real estate owned ("REO") 6,700 7,024
Deferred income taxes 55,686 59,493
Bank owned life insurance 78,921 77,354
Goodwill 12,673 12,673
Core deposit intangibles 7,815 10,043
Other assets 5,371 13,016
Total Assets $2,759,801 $2,783,114
Liabilities and Stockholders' Equity
Liabilities
Deposits $1,831,979 $1,872,126
Other borrowings 507,000 475,000
Capital lease obligations 1,963 1,979
Other liabilities 60,016 62,959
Total liabilities 2,400,958 2,412,064
Stockholders' Equity
Preferred stock, $0.01 par value, 10,000,000 shares authorized, none issued or

outstanding o o
Common stock, $0.01 par value, 60,000,000 shares authorized, 18,193,550 shares 182 195
issued and outstanding at March 31, 2016; 19,488,449 at June 30, 2015

Additional paid in capital 188,823 210,621
Retained earnings 176,511 168,357
Unearned Employee Stock Ownership Plan ("ESOP") shares (8,596 ) (8,993 )
Accumulated other comprehensive income 1,923 870
Total stockholders' equity 358,843 371,050
Total Liabilities and Stockholders' Equity $2,759,801 $2,783,114

The accompanying notes are an integral part of these consolidated financial statements.
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY

Consolidated Statements of Income
(Dollars in thousands, except per share data)

Interest and Dividend Income
Loans
Securities available for sale

Certificates of deposit and other interest-bearing deposits

Other investments

Total interest and dividend income
Interest Expense

Deposits

Other borrowings

Total interest expense

Net Interest Income

Recovery of Loan Losses

Net Interest Income after Recovery of Loan Losses
Noninterest Income

Service charges on deposit accounts
Mortgage banking income and fees
Gain from sales of securities available for sale
Other, net

Total noninterest income
Noninterest Expense

Salaries and employee benefits

Net occupancy expense

Marketing and advertising
Telephone, postage, and supplies
Deposit insurance premiums
Computer services

Loss (gain) on sale and impairment of REO
REO expense

Core deposit intangible amortization
Merger-related expenses

Other

Total noninterest expense

Income Before Income Taxes
Income Tax Expense

Net Income

Per Share Data:

Net income per common share:
Basic

Diluted

Average shares outstanding:

Basic

Diluted

Three Months
Ended

March 31,

2016 2015
$19,440 $19,575
986 919
1,010 781
361 261
21,797 21,536
1,090 1,220
487 128
1,577 1,348
20,220 20,188
20,220 20,188
1,614 1,732
690 672
1,080 909
3,384 3,313
10,255 10,629
2,234 2,381
528 461
859 912
459 608
1,418 1,763
172 (32 )
305 390
710 842
— 1,686
2,433 2,385
19,373 22,025
4,231 1,476
1,090 314
$3,141 $1,162
$0.18 $0.06
$0.18 $0.06

Nine Months Ended
March 31,

2016 2015
$58,408 $57,954
3,223 2,608
2,691 1,846
1,050 551
65,372 62,959
3,422 3,710
1,009 271
4431 3,981
60,941 58,978
— (250 )
60,941 59,228
4931 4,111
2,008 2,232
— 61

2,819 2,497
9,758 8,901
31,987 30,506
6,799 6,266
1,512 1,472
2,531 2,348
1,507 1,453
4408 4,366
310 (268 )
987 1,178
2,227 1,740
— 5,417
6,782 6,179
59,050 60,657
11,649 7,472
3,495 2,005
$8,154 $5,467
$0.46 $0.28
$0.46 $0.28

17,183,89¥,113,387 17,581,833,146,025
17,369,8719,192,702 17,762,379,232,791
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The accompanying notes are an integral part of these consolidated financial statements.
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Income
(Dollars in thousands)
Three Months ~ Nine Months

Ended Ended

March 31, March 31,

2016 2015 2016 2015
Net Income $3,141 $1,162 $8,154 $5,467
Other Comprehensive Income

Unrealized holding gains on securities available for sale

Gains arising during the period 1,959 1,216 1,596 2,336
Deferred income tax expense (666 ) (413 ) (543 ) (794 )
Reclassification of securities gains recognized in net income — — — 57
Deferred income tax expense — — — 20 )
Total other comprehensive income $1,293 $803  $1,053 $1,579
Comprehensive Income $4.434 $1,965 $9,207 $7,046

The accompanying notes are an integral part of these consolidated financial statements.
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Consolidated Statements of Changes in Stockholders' Equity
(Dollars in thousands)

Common Stock Additional ‘ Unearned Accumulated
. Retained Other
Paid In ) .
Shares Amount . Earnings Comprehensive
Capital Shares
Income
Balance at June 30, 2014 20,632,008 $207 $225,889 $160,332 $(9,522) $ 245
Net income — — — 5,467 — —
Stock repurchased (299,672 ) 4 ) (5,034 ) — — —
Retired stock (14,555 ) — (188 ) — — —
Exercised stock options 18,000 — 259 — — —
Stock option expense — — 1,010 — — —
Restricted stock expense — — 1,078 — — —
ESOP shares allocated — — 220 — 397 —
Other comprehensive income — — — — — 1,579

Balance at March 31,2015 20,335,781 $203  $223,234 $165,799 $(9,125) $ 1,824

Balance at June 30, 2015 19,488,449 195 210,621 168,357 (8,993 ) 870
Net income — — — 8,154 — —
Stock repurchased (1,316,194) (13 ) (24,181 ) — — —
Forfeited restricted stock (2,550 ) — — — — —
Retired stock (12,855 ) — (223 ) — — —
Granted restricted stock 34,500 — — — — —
Exercised stock options 2,200 — 32 — — —
Stock option expense — — 1,182 — — —
Restricted stock expense — — 1,052 — — —
ESOP shares allocated — — 340 — 397 —
Other comprehensive income — — — — — 1,053

Balance at March 31,2016 18,193,550 $ 182 $188,823 $176,511 $(8,596 ) $ 1,923
The accompanying notes are an integral part of these consolidated financial statements.

5

Total
Stockholders'
Equity

$ 377,151
5,467

(5,038 )
(188 )
259

1,010

1,078

617

1,579

$ 381,935

371,050
8,154
(24,194 )

(223 )
32

1,182

1,052

737

1,053

$ 358,843
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY

Consolidated Statements of Cash Flows
(Dollars in thousands)

Operating Activities:
Net income

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

Recovery of loan losses

Depreciation

Deferred income tax expense

Net amortization and accretion

Loss (gain) on sale and impairment of REO
Gain on sale of loans held for sale
Origination of loans held for sale

Proceeds from sales of loans held for sale
Gain on sale of securities available for sale
Decrease in deferred loan fees, net

Decrease (increase) in accrued interest receivable and other assets

Amortization of core deposit intangibles

Earnings from bank owned life insurance

ESOP compensation expense

Restricted stock and stock option expense

Decrease in other liabilities

Net cash provided by operating activities

Investing Activities:

Purchase of securities available for sale

Proceeds from maturities of securities available for sale
Proceeds from sale of securities available for sale

Net increase in commercial paper

Purchase of certificates of deposit in other banks
Maturities of certificates of deposit in other banks
Principal repayments of mortgage-backed securities
Net purchases of other investments

Net increase in loans

Purchase of premises and equipment

Capital improvements to REO

Proceeds from sale of REO

Acquisition of Bank of Commerce, net of cash received
Acquisition of Bank of America branches, net of cash paid
Net cash provided by (used in) investing activities
Financing Activities:

Net decrease in deposits

Net increase in other borrowings

Common stock repurchased

Retired stock

Exercised stock options

Decrease in capital lease obligations

Nine Months Ended
March 31,

2016 2015
$8,154 $5,467
— (250
3,038 2,707
3,264 1,841
(3,317 ) (3,189
310 (268
(1,087 ) (1,232
(59,394 ) (47,381
63,818 48,925
— (61
299 ) (915
7,633 (2,754
2,227 1,740
(1,464 ) (1,381
737 617
2,234 2,088
(2,943 ) (5,419
22,911 535
(31,099 ) (87,955
52,260 21,885
— 10,387
(19,726 ) (99,953
(26,782 ) (80,591
78,644 39,775
18,276 20,017
(1,452 ) (14,654
(127,886) (54,796
(1,440 ) (5,111
— (93
1,860 8,564
— (7,759
— 310,868

(57,345 ) 60,584

(40,147 ) (92,090

32,000

184,828

(24,194 ) (5,038

(223
32
(16

) (188
259
) (14

)

)

11
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Net cash provided by (used in) financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

6

(32,548 ) 87,757
(66,982 ) 148,876
116,160 45,830
$49,178 $194,706

12
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows (continued)
(Dollars in thousands)

Nine Months
Supplemental Disclosures: Ended March

31,

2016 2015
Cash paid during the period for:
Interest $4,771 $3,589
Income taxes 350 222

Noncash transactions:
Unrealized gain in value of securities available for sale, net of income taxes 1,053 1,579

Transfers of loans to REO 1,846 2,171
Loans originated to finance the sale of REO — 460
Business Combinations:

Assets acquired — 464,179
Liabilities assumed — 444,374
Net assets acquired — 19,805

The accompanying notes are an integral part of these consolidated financial statements.
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements

(Dollars in thousands, except per share data)

1.Summary of Significant Accounting Policies

The consolidated financial statements presented in this report include the accounts of HomeTrust Bancshares, Inc., a
Maryland corporation ("HomeTrust"), and its wholly-owned subsidiary, HomeTrust Bank (the "Bank"). As used
throughout this report, the term the "Company" refers to HomeTrust and the Bank, its consolidated subsidiary, unless
the context otherwise requires. Effective December 31, 2015, the Bank converted from a national association to a
North Carolina state bank. See Management's Discussion and Analysis of Financial Condition and Results of
Operations "Overview" for discussion of charter change.

The accompanying unaudited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States ("GAAP") for interim financial information and in accordance with
the instructions to Form 10-Q and Article 10 of Regulation S-X as promulgated by the Securities and Exchange
Commission ("SEC"). Accordingly, they do not include all the information and footnotes required by GAAP for
complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation of the financial position and results of operations for the periods
presented have been included. It is recommended that these unaudited interim consolidated financial statements be
read in conjunction with the audited consolidated financial statements and notes thereto included in the Company's
Annual Report on Form 10-K for the year ended June 30, 2015 ("2015 Form 10-K") filed with the SEC on September
11, 2015. The results of operations for the three and nine months ended March 31, 2016 are not necessarily indicative
of results that may be expected for the entire fiscal year ending June 30, 2016. Certain prior year amounts have been
reclassified to conform to current fiscal year presentation. The reclassifications had no impact on previously reported
net income or equity.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect amounts reported in the financial statements. Various elements of the Company's accounting
policies, by their nature, are inherently subject to estimation techniques, valuation assumptions and other subjective
assessments. In particular, management has identified several accounting policies that, due to the judgments, estimates
and assumptions inherent in those policies, are critical to an understanding of the Company's financial

statements. These policies relate to (i) the determination of the provision and the allowance for loan losses, (ii)
business combinations and acquired loans, (iii) the valuation of REO, (iv) the valuation of goodwill and other
intangible assets, and (v) the valuation of or recognition of deferred tax assets and liabilities. These policies and
judgments, estimates and assumptions are described in greater detail in subsequent notes to the Consolidated Financial
Statements and Management's Discussion and Analysis of Financial Condition and Results of Operations (Critical
Accounting Policies) in our 2015 Form 10-K. Management believes that the judgments, estimates and assumptions
used in the preparation of the financial statements are appropriate based on the factual circumstances at the

time. However, given the sensitivity of the financial statements to these critical accounting policies, the use of other
judgments, estimates and assumptions could result in material differences in the Company's results of operations or
financial condition. Further, subsequent changes in economic or market conditions could have a material impact on
these estimates and the Company's financial condition and operating results in future periods.

2.Recent Accounting Pronouncements

In January 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
No. 2014-04, "Receivables—Troubled Debt Restructurings by Creditors (Subtopic 310-40): Reclassification of
Residential Real Estate Collateralized Consumer Mortgage Loans upon Foreclosure". The objective of this guidance is
to clarify when an in substance repossession or foreclosure occurs, that is, when a creditor should be considered to
have received physical possession of residential real estate property collateralizing a consumer mortgage loan such
that the loan receivable should be derecognized and the real estate property recognized. ASU No. 2014-04 states that
an in substance repossession or foreclosure occurs, and a creditor is considered to have received physical possession
of residential real estate property collateralizing a consumer mortgage loan, upon either (1) the creditor obtaining legal
title to the residential real estate property upon completion of a foreclosure or (2) the borrower conveying all interest
in the residential real estate property to the creditor to satisfy that loan through completion of a deed in lieu of

14
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foreclosure or through a similar legal agreement. Additionally, ASU No. 2014-04 requires 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. ASU No. 2014-04 was effective, for the
Company, for interim and annual reporting periods beginning after June 30, 2015. The adoption of ASU No. 2014-04
did not have a material impact on the Company's Consolidated Financial Statements. At March 31, 2016 and June 30,
2015, the Bank had $552,000 and $1.6 million, respectively, of foreclosed residential real estate property in REO. The
recorded investment in consumer mortgage loans collateralized by residential real estate in the process of foreclosure
totaled $1.0 million and $1.7 million at March 31, 2016 and June 30, 2015, respectively.

In August 2014, the FASB issued ASU No. 2014-14, "Receivables-Troubled Debt Restructuring by Creditors
(Subtopic 310-40): Classification of Certain Government-Guaranteed Mortgage Loans upon Foreclosure". The
amendments in this ASU 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 of 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. Upon foreclosure, the separate other receivable should be measured based on the amount of
the loan balance (principal and interest) expected to be recovered from the guarantor. The amendments in this ASU
were effective, for the Company, for annual periods, and interim periods within those annual periods, beginning after
June 30, 2015. The adoption of ASU No. 2014-14 did not have a material impact on the Company's Consolidated
Financial Statements.
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data)

In January 2015, the FASB issued ASU No. 2015-01, "Income Statement-Extraordinary and Unusual Items (Subtopic
225-20)." The ASU eliminates the need to separately classify, present, and disclose extraordinary events. The
disclosure of events or transactions that are unusual or infrequent in nature will be included in other guidance. The
amendments in this ASU were effective for annual periods, and interim periods within those annual periods,
beginning after December 15, 2015. The adoption of ASU No. 2015-01 did not have a material impact on the
Company's Consolidated Financial Statements.

In April 2015, FASB issued ASU No. 2015-05, "Customer's Accounting for Fees Paid in a Cloud Computing
Arrangement." The amendments in this ASU provide guidance to customers in cloud computing arrangements about
whether a cloud computing arrangement includes a software license. If a cloud computing arrangement includes a
software license, the customer should account for the software license element of the arrangement consistent with the
acquisition of other software licenses. If a cloud computing arrangement does not include a software license, the
customer should account for the arrangement as a service contract. The amendments are effective for annual periods,
including interim periods within those annual periods, beginning after December 15, 2015. This ASU did not have a
material effect on the Company's Consolidated Financial Statements.

In June 2015, FASB issued ASU No. 2015-10, "Technical Corrections and Improvements." On November 10, 2010
FASB added a standing project that will facilitate the FASB Accounting Standards Codification ("Codification™)
updates for technical corrections, clarifications, and improvements. These amendments are referred to as Technical
Corrections and Improvements. Maintenance updates include non-substantive corrections to the Codification, such as
editorial corrections, various link-related changes, and changes to source fragment information. This ASU contains
amendments that will affect a wide variety of Topics in the Codification. The amendments in this ASU will apply to
all reporting entities within the scope of the affected accounting guidance and generally fall into one of four
categories: amendments related to differences between original guidance and the Codification, guidance clarification
and reference corrections, simplification, and minor improvements. In summary, the amendments in this ASU
represent changes to clarify the Codification, correct unintended application of guidance, or make minor
improvements to the Codification that are not expected to have a significant effect on current accounting practice.
Transition guidance varies based on the amendments in this ASU. The amendments in this ASU that require transition
guidance are effective for fiscal years and interim reporting periods after December 15, 2015. All other amendments
were effective upon the issuance of this ASU. ASU 2015-10 did not have a material impact on the Company's
Consolidated Financial Statements.

In August 2015, the FASB issued ASU No. 2015-15, "Interest-Imputation of Interest (Subtopic 835-30), Presentation
and Subsequent Measurement of Debt Issuance Costs Associated with Line-of-Credit Arrangements." This ASU
provides guidance regarding debt issuance related to line-of-credit arrangements. The amendments in this ASU allows
an entity to present debt issuance costs as an asset and subsequently amortize the deferred debt issuance costs over the
term of the line-of-credit arrangement, regardless if there are any outstanding borrowings on the line-of-credit
arrangement. This ASU was effective for fiscal years beginning after December 15, 2015. The adoption of ASU No.
2015-15 did not have a material impact on the Company's Consolidated Financial Statements.

In September 2015, the FASB issued ASU No. 2015-16, "Business Combinations (Topic 805)". The ASU simplifies
the accounting for measurement period adjustments. The amendments in this ASU require that an acquirer recognize
adjustments to provisional amounts that are identified during the measurement period in the reporting period when the
adjustment amounts are determined. The acquirer is required to record in the same period's financial statements the
effect on earnings from changes in depreciation, amortization, or other income effects resulting from the change to
provisional amounts, calculated as if the accounting had been completed at the acquisition date. The acquirer must
present separately on the income statement, or disclose in the notes, the amount recorded in current-period earnings
that would have been recorded in previous reporting periods if the provisional amount had been recognized at the
acquisition date. This ASU was effective for fiscal years beginning after December 15, 2015, including interim
periods within those fiscal years. The adoption of ASU No. 2015-16 did not have a material impact on the Company's
Consolidated Financial Statements.
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In January 2016, the FASB issued ASU 2016-01, "Financial Instruments (Subtopic 825-10) Recognition and
Measurement of Financial Assets and Financial Liabilities." The ASU amends the guidance in GAAP on the
classification and measurement of financial instruments. The ASU includes the following changes: i) equity
investments (except those accounted for under the equity method of accounting, or those that result in consolidation of
the investee) to be measured at fair value with changes in fair value recognized in net income; (ii) requires the use of
exit price notion when measuring the fair value of financial instruments for disclosure purposes; (iii) require separate
presentation of financial assets and financial liabilities by measurement category and form of financial asset (i.e.
securities or loans and receivables) on the balance sheet or the accompanying notes to the financial statements; (iv)
allows an equity investment that does not have readily determinable fair values, to be measured at cost minus
impairment (if any), plus or minus changes resulting from observable price changes in orderly transactions for the
identical or a similar investment of the same issuer; (v) eliminates the requirement to disclose the method(s) and
significant assumptions used to estimate the fair value that is required to be disclosed for financial instruments
measured at amortized cost on the balance sheet, and requires a reporting organization to present separately in other
comprehensive income the portion of the total change in the fair value of a liability resulting from a change in the
instrument-specific credit risk (also referred to as “own credit”) when the organization has elected to measure the
liability at fair value in accordance with the fair value option for financial instruments; (vi) requires separate
presentation of financial assets and financial liabilities by measurement category and form of financial asset (i.e.
securities or loans and receivables) on the balance sheet or in the accompanying notes to the financial statements; and
(vii) clarifies that a valuation allowance on a deferred tax asset related to available-for-sale securities should be
evaluated in combination with the organization’s other deferred tax assets. This ASU is effective for fiscal years
beginning after December 15, 2017, including interim periods within those fiscal years. The adoption of ASU No.
2016-01 is not expected to have a material impact on the Company's Consolidated Financial Statements.

9
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data)

In February 2016, the FASB issued ASU 2016-02, "Leases (ASC 842)." The guidance in this ASU requires most
leases to be recognized on the balance sheet as a right-of-use asset and a lease liability. It will be critical to identify
leases embedded in a contract to avoid misstating the lessee’s balance sheet. For income statement purposes, the FASB
retained a dual model, requiring leases to be classified as either operating or finance. Classification will be based on
criteria that are largely similar to those applied in current lease accounting, but without explicit bright lines. This ASU
is effective for annual reporting periods beginning after December 15, 2018, and interim periods within those fiscal
years. We are currently evaluating the impact of this guidance on our financial statements and the timing of adoption.
In March 2016, the FASB issued ASU 2016-09, "Compensation—Stock Compensation (Topic 718): Improvements to
Employee Share-Based Payment Accounting." The ASU changes the accounting for certain aspects of share-based
payments to employees. The guidance requires the recognition of the income tax effects of awards in the income
statement when the awards vest or are settled, thus eliminating additional paid in capital pools. The guidance also
allows for the employer to repurchase more of an employee’s shares for tax withholding purposes without triggering
liability accounting. In addition, the guidance allows for a policy election to account for forfeitures as they occur
rather than on an estimated basis. This ASU is effective for annual reporting periods beginning after December 15,
2016. We are currently evaluating the impact of this guidance on our financial statements and the timing of adoption.
3.Business Combinations

All business combinations are accounted for using the acquisition method of accounting and, accordingly, assets
acquired, liabilities assumed and consideration exchanged were recorded at acquisition date fair values. Fair values are
preliminary and subject to refinement for up to one year after the closing date of the acquisition as additional
information regarding the closing date fair values becomes available. The one year measurement period has expired
for all business combinations.

On November 14, 2014, the Bank completed its acquisition of ten branch banking operations in Southwest Virginia
and Eden, North Carolina from Bank of America Corporation (the "Branch Acquisition"). Under the terms of the
agreement, the Bank paid a deposit premium of $9,805 equal to 2.86% of the average daily deposits for the 30
calendar day period prior to the acquisition date. In addition, the Bank acquired approximately $1,045 in loans and all
related premises and equipment valued at $8,993.

The following table presents the consideration paid by the Bank in the Branch Acquisition and the assets acquired and
liabilities assumed as of November 14, 2014:

Fair Value
As
Recorded and As
Other Recorded
By Bank
Merger by the
of
. Related Company
America .
Adjustments
Consideration Paid
Cash paid as deposit premium $9,805
Total consideration $9,805
Assets
Cash and cash equivalents $320,673 $ — $320,673
Loans, net of allowance 1,045 — 1,045
Premises and equipment, net 6,303 2,690 8,993
Accrued interest receivable 3 — 3
Deferred income taxes — 353 353
Core deposit intangibles — 7,936 7,936
Total assets acquired $328,024 $ 10,979 $339,003
Liabilities
Deposits $328,007 $ 1,174 $329,181
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Other liabilities 17 — 17

Total liabilities assumed $328,024 $ 1,174 $329,198
Net identifiable assets acquired over liabilities assumed $— $ 9,805 $9.805
Goodwill $—

10
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(Dollars in thousands, except per share data)

On July 31, 2014, the Bank completed its acquisition of Bank of Commerce in accordance with the terms of the

Agreement and Plan of Share Exchange dated March 3, 2014. Under the terms of the agreement, Bank of Commerce

shareholders received $6.25 per share in cash consideration, representing approximately $10,000 of aggregate deal

consideration. In addition, all $3,200 of Bank of Commerce's preferred stock was redeemed.

The excess of the merger consideration over the fair value of Bank of Commerce's net assets was allocated to

goodwill. The book value as of July 31, 2014, of assets acquired was $122,530 and liabilities assumed was $114,672.
The Company recorded $1,922 in goodwill related to the acquisition.

The following table presents the consideration paid by the Bank in the acquisition of Bank of Commerce and the

assets acquired and liabilities assumed as of July 31, 2014:

Consideration Paid

Cash paid

Total consideration

Assets

Cash and cash equivalents
Securities available for sale
Loans, net of allowance
Federal Home Loan Bank ("FHLB") Stock
REO

Premises and equipment, net
Accrued interest receivable
Deferred income taxes

Core deposit intangibles
Other assets

Total assets acquired
Liabilities

Deposits

Other borrowings

Other liabilities

Total liabilities assumed

Net identifiable assets acquired over liabilities assumed

Goodwill

The carrying amount of acquired loans from Bank of Commerce as of July 31, 2014 consisted of purchased
performing loans and purchased credit-impaired ("PCI") loans as detailed in the following table:
Purchased
Performing

Retail Consumer Loans:

One-to-four family $2,717
Home equity lines of credit ("HELOCs") 8,823
Consumer 37
Commercial:

Commercial real estate 29,048

Fair Value
As and
Recorded
Other
By Bank
Merger
of
Commerce Related
Adjustments
$2.,241 $ —
24,228 —
89,339 (2,855 )
791 —
224 (14 )
135 —
355 (100 )
286 2,839
— 640
4,931 (6 )

$122,530 $ 504

$93,303 $ 112

15,000
6,369

172

$114,672 $ 284
$7,858 $ 220

$2,979
317
15

30,047

Total
Loans

$5,696
9,140
52

59,095

As
Recorded
by the
Company

$10,000
$10,000

$2,241
24,228
86,484
791
210
135
255
3,125
640
4,925
$123,034

$93,415
15,172
6,369
$114,956
$8,078
$1,922
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Construction and development 202 3,020 3,222
Commercial and industrial 5,402 3,877 9,279
Total $ 46,229  $40,255 $86,484
11
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(Dollars in thousands, except per share data)

On May 31, 2014, the Company completed its acquisition of Jefferson Bancshares, Inc. ("Jefferson") in accordance
with the terms of the Agreement and Plan of Merger dated January 22, 2014. Under the terms of the agreement,
Jefferson shareholders received 0.2661 shares of HomeTrust common stock, and $4.00 in cash for each share of
Jefferson common stock. This represents approximately $50,490 of aggregate deal consideration.

The excess of the merger consideration over the fair value of Jefferson's net assets was allocated to goodwill. The
book value as of May 31, 2014, of assets acquired was $494,261 and liabilities assumed was $441,858. The Company
recorded $7,949 in goodwill related to the acquisition.

The following table presents the consideration paid by the Company in the acquisition of Jefferson and the assets
acquired and liabilities assumed as of May 31, 2014:

Fair Value

As and As

Recorded Other Recorded

by Merger by the

Jefferson Related Company

Adjustments

Consideration Paid
Cash paid including cash in lieu of fractional shares $25,251
Fair value of HomeTrust common stock at $15.03 per share 25,239
Total consideration $50,490
Assets
Cash and cash equivalents $18,325 $ — $18,325
Securities available for sale 85,744 (675 ) 85,069
Loans, net of allowance 338,616 (8,704 ) 329,912
FHLB Stock 4,635 — 4,635
REO 3,288 (1,064 ) 2,224
Premises and equipment, net 24,662 (1,487 ) 23,175
Accrued interest receivable 1,367 90 ) 1,277
Deferred income taxes 9,606 3,637 13,243
Core deposit intangibles 847 2,683 3,530
Other assets 7,171 (393 ) 6,778
Total assets acquired $494,261 $ (6,093 ) $488,168
Liabilities
Deposits $376,985 $ 371 $377,356
Other borrowings 55,081 858 55,939
Subordinated debentures 7,460 2,540 10,000
Other liabilities 2,332 — 2,332
Total liabilities assumed $441,858 $ 3,769 $445,627
Net identifiable assets acquired over liabilities assumed $52,403 $ (9,862 ) 42,541
Goodwill $7,949

The carrying amount of acquired loans from Jefferson as of May 31, 2014 consisted of purchased performing loans
and PCI loans as detailed in the following table:
Purchased I Total

Performing Loans
Retail Consumer Loans:
One-to-four family $74378  $6,066 $80,444
HELOCs 16,857 18 16,875

Construction and land/lots 7,810 924 8,734
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Consumer 3,690 2 3,692
Commercial:
Commercial real estate 119,635 15,649 135,284

Construction and development 24,658 1,012 25,670
Commercial and industrial 52,863 6,350 59,213
Total $299,891 $30,021 $329,912

12
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On July 31, 2013, the Company completed its acquisition of BankGreenville Financial Corporation

("BankGreenville") in accordance with the terms of the Agreement and Plan of Merger dated May 3, 2013. Under the
terms of the agreement, BankGreenville shareholders received $6.63 per share in cash consideration. This represents
approximately $7,823 of aggregate deal consideration. On October 27, 2015, additional contingent cash consideration

of $0.41 per share (or approximately $484) was paid at the expiration of a 24 month performance period on a select

pool of loans totaling approximately $8,000.

The book value as of July 31, 2013, of assets acquired was $102,180 and liabilities assumed was $94,117. The

Company recorded $2,802 in goodwill related to the acquisition.

The following table presents the consideration paid by the Company in the acquisition of BankGreenville and the

assets acquired and liabilities assumed as of July 31, 2013:

Consideration Paid

Cash

Repayment of BankGreenville preferred stock
Contingent cash consideration ()
Total consideration

Assets

Cash and cash equivalents
Investment securities

Loans, net of allowance
FHLB Stock

REO

Premises and equipment, net
Accrued interest receivable
Deferred tax asset

Other assets

Core deposit intangibles
Total assets acquired
Liabilities

Deposits

Other borrowings

Other liabilities

Total liabilities assumed

As Recorded
by
BankGreenville

$ 10,348
34,345
51,622
447
2,317
2,458
429

214

$ 102,180

$ 88,906
4,700
511

$ 94,117

Net identifiable assets acquired over liabilities assumed $ 8,063

Goodwill

ey

loans and PCI loans as detailed in the following table:

Purchased
Performing

Total
Loans

Fair Value
and

Other
Merger
Related

Adjustments

$—
(3,792
(168
(117

2,470
530
$ (1,077

$ 201
34

$ 235

$ (1,312

)

As
Recorded
by the
Company

$7,823
1,050
680
$9,553

$10,348
34,345
47,830
447
2,149
2,341
429
2,470
214

530
$101,103

$89,107
4,734
511
$94,352
6,751
$2,802

Estimate of additional amount to be paid to shareholders after 24 months based on performance of a select pool of
loans totaling approximately $8,000. Actual amount paid was $484 on October 27, 2015.
The carrying amount of acquired loans from BankGreenville as of July 31, 2013 consisted of purchased performing
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One-to-four family
HELOCs

Consumer

Commercial:
Commercial real estate
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$ 8,274
3,987
522

23,073

Construction and development 2,367

Total

13

$ 38,223

$1,392 $9,666
134 4,121
— 522

4,552 27,625
3,529 5,896
$9,607 $47,830
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4.Securities Available for Sale
Securities available for sale consist of the following at the dates indicated:
March 31, 2016

Amortize dGross . Gross . EsFimated
Cost Unrealized Unrealized Fair
Gains Losses Value
U.S. Government Agencies $94.409 $ 683 $ (12 ) $95,080
Residential Mortgage-backed Securities of U.S. Government
Agencies and Government-Sponsored Enterprises 101,655 1,429 (100 ) 102,984
Municipal Bonds 16,585 756 (5 ) 17,336
Corporate Bonds 3,872 166 3 ) 4,035
Equity Securities 63 — — 63
Total $216,584 $ 3,034 $ (120 ) $219,498
June 30, 2015
Amortize dGross . Gross . EsFimated
Cost Unrealized Unrealized Fair
Gains Losses Value
U.S. Government Agencies $115,683 $ 455 $ 67 ) $116,071
Residential Mortgage-backed Securities of U.S. Government
Agencies and Government-Sponsored Enterprises 120,294 674 (159 ) 120,809
Municipal Bonds 16,359 372 (53 ) 16,678
Corporate Bonds 3,889 96 — 3,985
Equity Securities 63 — — 63
Total $256,288 $ 1,597 $ 279 ) $257,606

Debt securities available for sale by contractual maturity at the dates indicated are shown below. Mortgage-backed
securities are not included in the maturity categories because the borrowers in the underlying pools may prepay
without penalty; therefore, it is unlikely that the securities will pay at their stated maturity schedule.

March 31, 2016

AmortizedEsFlmated
Cost Fair
Value
Due within one year $717 $721

Due after one year through five years 73,925 74,390
Due after five years through ten years 36,485 37,387

Due after ten years 3,739 3,953
Mortgage-backed securities 101,655 102,984
Total $216,521 $219,435

The Company had no sales of securities available for sale during the three and nine months ended March 31, 2016.
The Company did not sell any securities available for sale in the three months ended March 31, 2015. Proceeds from
sales of securities available for sale were $10,387 in the nine months ended March 31, 2015. Gross realized gains were
$74 and gross realized losses were $13 for the nine months ended March 31, 2015.

Securities available for sale with costs totaling $164,547 and $181,404 with market values of $166,832 and $182,217
at March 31, 2016 and June 30, 2015, respectively, were pledged as collateral to secure various public deposits and
other borrowings.

14
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The gross unrealized losses and the fair value for securities available for sale aggregated by the length of time that
individual securities have been in a continuous unrealized loss position as of March 31, 2016 and June 30, 2015 were
as follows:

March 31, 2016

Less than 12 12 Months or Total
Months More
Fair  Unrealized Fair  Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. Government Agencies  $6,974 $ (12 ) $— $ — $6,974 $ (12 )
Residential Mortgage-backed
Securities of U.S. Government
Agencies and Government-
Sponsored Enterprises 2,335 (9 ) 7,609 (91 ) 9,944 (100 )
Municipal Bonds — — 1,128 (5 ) 1,128 (5 )
Corporate Bonds 394 €] ) — — 394 3 )
Total $9,703 $ 24 ) $8,737 $ (96 ) $18440 $ (120 )
June 30, 2015
Less than 12 12 Months or Total
Months More
Fair Unrealized Fair  Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. Government Agencies  $35,793 $ (67 ) $— $ — $35,793 $ (67 )
Residential Mortgage-backed
Securities of U.S. Government
Agencies and Government-
Sponsored Enterprises 24,429 (81 ) 5,037 (78 ) 29,466 (159 )
Municipal Bonds 3,920 (53 ) — — 3,920 (53 )
Total $64,142 $ (201 ) $5,037 $ (78 ) $69,179 $ 279 )

The total number of securities with unrealized losses at March 31, 2016, and June 30, 2015 were 57 and 81,
respectively. Unrealized losses on securities have not been recognized in income because management has the intent
and ability to hold the securities for the foreseeable future, and has determined that it is not more likely than not that
the Company will be required to sell the securities prior to a recovery in value. The decline in fair value was largely
due to increases in market interest rates. The Company had no other than temporary impairment losses during the
three and nine months ended March 31, 2016 or the year ended June 30, 2015.

As a requirement for membership, the Bank invests in stock of the FHLB of Atlanta and the Federal Reserve Bank of
Richmond ("FRB"). No ready market exists for this stock and the carrying value approximates its fair value based on
the redemption provisions of the FHLB of Atlanta and the FRB.
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5.Loans
Loans consist of the following at the dates indicated:
March 31,  June 30,

2016 2015
Retail consumer loans:
One-to-four family $640,126  $650,750
HELOCs - originated 164,551 161,204
HELOCs - purchased 158,006 72,010
Construction and land/lots 35,088 45,931
Indirect auto finance 95,660 52,494
Consumer 4,195 3,708
Total retail consumer loans 1,097,626 986,097
Commercial loans:
Commercial real estate 459,179 441,620
Construction and development 77,410 64,573
Commercial and industrial 77,052 84,820
Municipal leases 103,428 108,574
Total commercial loans 717,069 699,587
Total loans 1,814,695 1,685,684
Deferred loan costs, net 322 23
Total loans, net of deferred loan fees and discount 1,815,017 1,685,707
Allowance for loan and lease losses (21,761 ) (22,374 )
Loans, net $1,793,256 $1,663,333

All the qualifying one-to-four family first mortgage loans, HELOC: - originated, and FHLB Stock are pledged as
collateral by a blanket pledge to secure any outstanding FHLB advances.

The Company's total non-purchased and purchased performing loans by segment, class, and risk grade at the dates
indicated follow:

Pass Spem.al Substandard Doubtful Loss Total
Mention

March 31, 2016
Retail consumer loans:
One-to-four family $602,666 $8,141 $ 21,365 $ 68 $7 $632,865
HELOCs - originated 160,026 615 3,562 55 7 164,265
HELOCSs - purchased 158,006 — — — — 158,006
Construction and land/lots 33,114 434 943 9 — 34,500
Indirect auto finance 95,515 14 119 12 — 95,660
Consumer 3,958 2 215 2 8 4,185
Commercial loans:
Commercial real estate 417,579 6,803 11,083 — — 435,465
Construction and development 67,745 548 5,130 — — 73,423
Commercial and industrial 65,269 1,304 5,803 — 3 72,379
Municipal leases 101,097 1,663 668 — — 103,428
Total loans $1,704,975 $19,524 $ 48,888 $ 764 $25 $1,774,176
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Special

Pass Mention
June 30, 2015
Retail consumer loans:
One-to-four family $598,417 $11,563 $ 28,656
HELOCs - originated 155,899 580 4,020
HELOCs - purchased 72,010 — —
Construction and land/lots 42,689 650 1,754
Indirect auto finance 52,396 59 39
Consumer 3,610 16 32
Commercial loans:
Commercial real estate 384,525 12,762 13,972

Construction and development 50,815 3,567 5,413
Commercial and industrial 73,774 953 4,781
Municipal leases 106,260 1,733 581
Total loans $1,540,395 $31,883 $ 59,248

Substandard Doubtful Loss Total

$ 1,772 $12 $640,420
407 3 160,909
— — 72,010
124 — 45217
— — 52,494
— 39 3,697
182 — 411,441
— — 59,795
— 2 79,510
— — 108,574
$2,485 $56 $1,634,067

The Company's total PCI loans by segment, class, and risk grade at the dates indicated follow:

Special

Pass Mention
March 31, 2016
Retail consumer loans:
One-to-four family $5,234 $433 $ 1,580
HELOCs - originated 259 — 27
Construction and land/lots 530 — 58
Consumer 8 — —
Commercial loans:
Commercial real estate 16,012 4,384 3,318

Construction and development 1,617 339 2,031

Commercial and industrial 3,778 206 689

Total loans $27,438 $5,362 $ 7,703

Special
Pass Mention

June 30, 2015

Retail consumer loans:

One-to-four family $5,176 $1,210 $ 3,890

HELOCs - originated 259 — 36
Construction and land/lots 571 — 143
Consumer 11 — —

Commercial loans:

Commercial real estate 21,550 3,454 5,175
Construction and development 2,292 146 2,340
Commercial and industrial 4,349 279 682
Total loans $34,208 $5,089 $ 12,266
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$

$

14

14

54

54

Substandard Doubtful Loss Total

$ — $7,261

2

$ 2

$

$

286
588
10

23,714
3,987
4,673
$40,519

Substandard Doubtful Loss Total

—$10,330
295
714
11

30,179

4,778

5,310
—3$51,617
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The Company's total loans by segment, class, and delinquency status at the dates indicated follows:

March 31, 2016

Retail consumer loans:
One-to-four family
HELOCs - originated
HELOCs - purchased
Construction and land/lots
Indirect auto finance
Consumer

Commercial loans:
Commercial real estate

Construction and development —

Commercial and industrial
Municipal leases
Total loans

March 31, 2016.

June 30, 2015

Retail consumer loans:
One-to-four family
HELOCs - originated
HELOCs - purchased
Construction and land/lots
Indirect auto finance
Consumer

Commercial loans:
Commercial real estate

Construction and development 166

Commercial and industrial
Municipal leases
Total loans

The table above includes PCI loans of $513 30-89 days past due and $3,198 90 days or more past due as of June 30,

2015.

18

Past Due
30-89 90
Days Days+

$3,860 $5,540

544 348
198 226
37 —
5 8
1,352 5,713
3,465
880 3,207
— 116

Total Current

$9,400 $630,726

892 163,659
— 158,006
424 34,664
37 95,623
13 4,182
7,065 452,114
3465 73,945
4,087 72,965
116 103,312

Total

Loans

$640,126
164,551
158,006
35,088
95,660
4,195

459,179
77,410
77,052
103,428

$6,876 $18,623 $25,499 $1,789,196 $1,814,695
The table above includes PCI loans of $1,253 30-89 days past due and $7,736 90 days or more past due as of

Past Due
30-89 90
Days Days+

$5,548 $8,261

695 808
102 307
23 2
2,758 4,636
2,992
439 2,898

202 —

Total Current

$13,809 $636,941

1,503 159,701
— 72,010
409 45,522
— 52,494
25 3,683
7,394 434,226
3,158 61,415
3,337 81,483
202 108,372

Total

Loans

$650,750
161,204
72,010
45,931
52,494
3,708

441,620
64,573
84,820
108,574

$9,933 $19,904 $29,837 $1,655,847 $1,685,684
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The Company's recorded investment in loans, by segment and class, that are not accruing interest or are 90 days or
more past due and still accruing interest at the dates indicated follow:
March 31, 2016 June 30, 2015

90 Days 90 Days
Nonaccruin+ & Nonaccruin+ &

il il

accruing accruing
Retail consumer loans:
One-to-four family $9,006 $ —$10,523 $ —
HELOCs - originated 1,535 — 1,856 —
Construction and land/lots 321 — 465 —
Indirect auto finance — — — —
Consumer 24 — 49 —
Commercial loans:
Commercial real estate 4,703 — 5,103 —
Construction and development 1,728 — 3,461 —
Commercial and industrial 3,301 — 3,081 —
Municipal leases 422 — 316 —
Total loans $21,040 $ —$24854 $ —

PCI loans totaling $7,127 at March 31, 2016 and $8,158 at June 30, 2015 are excluded from nonaccruing loans due to
the accretion of discounts established in accordance with the acquisition method of accounting for business
combinations.

Troubled debt restructurings ("TDRs") are loans which have renegotiated loan terms to assist borrowers who are
unable to meet the original terms of their loans. Such modifications to loan terms may include a lower interest rate, a
reduction in principal, or a longer term to maturity. Additionally, all TDRs are considered impaired.

The Company's loans that were performing under the payment terms of TDRs that were excluded from nonaccruing
loans above at the dates indicated follow:

lgfiarch June 30,
2016 2015

Performing TDRs included in impaired loans $27,039 $21,891
An analysis of the allowance for loan losses by segment for the periods shown is as follows:

Three Months Ended March 31, 2016 Three Months Ended March 31,

2015
PCI Retail Commercial Total Retail Commercial Total
Consumer Consumer
Balance at beginning of period $355 $12,070 $ 9,552 $21,977 $14,603 $ 8,753 $23,356
Provision for (recovery of) loan losses (10 ) 339 (329 ) — 184 (184 ) —
Charge-offs — (692 ) (500 ) (1,192 ) (1,313 ) (354 ) (1,667 )
Recoveries — 228 748 976 101 891 992
Balance at end of period $345 $11,945 $ 9,471 $21,761 $13,575 $ 9,106 $22,681

Nine Months Ended March 31,2016 ~une Months Ended March 31,

2015
PCI Retail Commercial Total Retail Commercial Total
Consumer Consumer
Balance at beginning of period $401 $12,575 $ 9,398 $22.374 $15,731 $ 7,698 $23,429
Provision for (recovery of) loan losses (56 ) (141 ) 197 — (745 ) 495 250 )
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Charge-offs
Recoveries
Balance at end of period
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— (1,466 ) (1,378 ) (2,844 ) (2,369 ) (682
— 9717 1,254 2,231 958 1,595
$345 $11,945 $ 9471 $21,761 $13,575 $ 9,106

) (3,051 )
2,553
$22,681

32



Edgar Filing: HomeTrust Bancshares, Inc. - Form 10-Q

HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data)

The Company's ending balances of loans and the related allowance, by segment and class, at the dates indicated
follows:

Allowance for Loan Losses Total Loans Receivable
Loans Loans
individually Loans individually Loans
PCI evaluated collectively Total  PCI evaluated collectively Total

for evaluated for evaluated

impairment impairment
March 31, 2016
Retail consumer loans:
One-to-four family $23 $ 176 $ 6,819 $7,018 $7.261 $ 12,737 $620,128 $640,126
HELOC:S - originated 3 286 1,918 2,207 286 1,146 163,119 164,551
HELOC:S - purchased R — 632 632 — — 158,006 158,006
Construction and land/lots — 232 955 1,187 588 874 33,626 35,088
Indirect auto finance R — 843 843 — — 95,660 95,660
Consumer — 10 74 84 10 — 4,185 4,195
Commercial loans:
Commercial real estate 267 — 5,526 5,793 23,714 5,123 430,342 459,179
Construction and 17 — 1,621 1,638 3987 1,162 72261 77,410
development
Commercial and industrial 35 703 994 1,732 4,673 3,913 68,466 77,052
Municipal leases R — 627 627 — 551 102,877 103,428
Total $345 $ 1,407 $ 20,009 $21,761 $40,519 $ 25,506  $1,748,670 $1,814,695
June 30, 2015
Retail consumer loans:
One-to-four family $35 $ 492 $ 7,463 $7,990 $10,330 $ 22,841 $617,579 $650,750
HELOC:S - originated 3 275 1,499 1,777 295 2,608 158,301 161,204
HELOCSs - purchased R — 432 432 — — 72,010 72,010
Construction and land/lots — 531 1,291 1,822 714 1,926 43,291 45,931
Indirect auto finance R — 464 464 — — 52,494 52,494
Consumer — 39 89 128 11 45 3,652 3,708
Commercial loans:
Commercial real estate 334 — 6,005 6,339 30,179 10,961 400,480 441,620
Construction and — 119 1,462 1,581 4,778 5,161 54,634 64,573
development
Commercial and industrial 29 400 675 1,104 5,310 4,537 74,973 84,820
Municipal leases R — 737 737 — 316 108,258 108,574
Total $401 $ 1,856 $20,117 $22,374 $51,617 $ 48,395 $1,585,672 $1,685,684

During the quarter ended September 30, 2015, the Company increased its thresholds for loans individually evaluated
for impairment under ASC 310-10. These changes primarily impacted the retail consumer loan segment, which
contains loan that are more homogeneous in nature. This increase was appropriate given the growth in loans as well as
the improvement in the overall credit quality of the portfolio. While these changes decreased the loans individually
evaluated for impairment by $11,913, it did not have a material impact on the Company’s allowance for loan losses at
September 30, 2015 or provision for loan losses for the quarter ended September 30, 2015.

Loans acquired from acquisitions are initially excluded from the allowance for loan losses in accordance with the
acquisition method of accounting for business combinations. The Company records these loans at fair value, which
includes a credit discount, therefore, no allowance for loan losses are established for these acquired loans at
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acquisition. A provision for loan losses is recorded for any further deterioration in these acquired loans subsequent to
the acquisition.
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The Company's impaired loans and the related allowance, by segment and class, at the dates indicated follows:
Total Impaired Loans
Recorded Recorded

Unpaid Investment Investment Related
Principal With a With No Total  Recorded
Balance Recorded Recorded Allowance

Allowance Allowance
March 31, 2016
Retail consumer loans:

One-to-four family $32,644 $12339 $16,828 $29,167 $ 276
HELOCs - originated 5,178 2,086 1,623 3,709 305
Construction and land/lots 3,054 951 666 1,617 243
Consumer 640 13 22 35 11
Commercial loans:

Commercial real estate 8,025 1,174 6,186 7,360 18
Construction and development 3,986 573 2,296 2,869 13
Commercial and industrial 10,209 2,574 2,420 4,994 722
Municipal leases 667 116 551 667 —
Total impaired loans $64,403 $19,826 $30,592 $50,418 $ 1,588

June 30, 2015
Retail consumer loans:

One-to-four family $31,590 $ 10,340 $19,164 $29,504 $ 598
HELOCs - originated 6,019 2,565 1,543 4,108 294
Construction and land/lots 3,303 1,225 758 1,983 533
Indirect auto finance 10 — — — —
Consumer 1,966 13 45 58 39
Commercial loans:

Commercial real estate 13,829 696 10,971 11,667 412
Construction and development 6,615 1,268 4,241 5,509 64
Commercial and industrial 5,668 688 4,051 4,739 431
Municipal leases 316 — 316 316 —
Total impaired loans $69.316 $ 16,795 $41,089 $57,884 $ 2,371

Impaired loans above excludes $5,425 at March 31, 2016 and $644 at June 30, 2015 in PCI loans due to the accretion
of discounts established in accordance with the acquisition method of accounting for business combinations.

The table above includes $24,912 and $9,492, of impaired loans that were not individually evaluated at March 31,
2016 and June 30, 2015, respectively, because these loans did not meet the Company's threshold for individual
impairment evaluation. The recorded allowance above includes $181 and $515 related to these loans that were not
individually evaluated at March 31, 2016 and June 30, 2015, respectively.
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The Company's average recorded investment in impaired loans and interest income recognized on impaired loans for
the three and nine months ended March 31, 2016 and 2015 was as follows:

Three Months Ended

March 31, 2016 March 31, 2015
Average Interest Average Interest
RecordedIncome RecordedIncome

InvestmeiRecognized Investmelecognized
Retail consumer loans:

One-to-four family $30,193 § 385 $30,155 $ 395

HELOCSs - originated 3,671 48 4,316 66
Construction and land/lots 1,747 35 2,152 38
Indirect auto finance 7 1 — —
Consumer 35 6 55 5
Commercial loans:

Commercial real estate 7,711 34 15,551 147
Construction and development 3,151 17 6,019 55
Commercial and industrial 5,001 37 2,270 18
Municipal leases 609 1 447 12

Total loans

Retail consumer loans:
One-to-four family

$52,125 § 564

$60,965 $ 736

Nine Months Ended

March 31, 2016
Average Interest
RecordedIncome

March 31, 2015

Average Interest
RecordedIncome

InvestmelRecognized Investmelecognized

$29,922 $ 1,141

$31,914 $ 1,283

HELOCs - originated 3,856 149 4,730 195
Construction and land/lots 1,952 102 2,153 125
Indirect auto finance 3 4 — 1
Consumer 56 20 37 16
Commercial loans:

Commercial real estate 10,828 119 17,281 406
Construction and development 4,477 61 6,104 133
Commercial and industrial 4,029 107 2,622 74
Municipal leases 431 30 239 17

Total loans

$55,554 $ 1,733

$65,080 $ 2,250

A summary of changes in the accretable yield for PCI loans for the three and nine months ended March 31, 2016 and

2015 was as follows:

Three Months
Ended

I;/iarch March
2016 31, 2015

Accretable yield, beginning of period $9,964 $10,335
Reclass from nonaccretable yield 1) 59 —

Other changes, net (@ B6 ) —
Interest income (840 ) (1,616 )
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Accretable yield, end of period $9,147 $8,719
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Accretable yield, beginning of period

Addition from the Bank of Commerce acquisition —

Reclass from nonaccretable yield ()
Other changes, net (@

Interest income

Accretable yield, end of period

Nine Months
Ended
March l;/iarch
31, 2016 2015
$11,096 $6,151
7,315
661 —
1,044 —
(3,654 ) (4,747 )
$9,147 $8,719

(1)Represents changes attributable to expected losses assumptions.

2

Represents changes in cash flows expected to be collected due to the impact of modifications, changes in
prepayment assumptions, and changes in interest rates.

For the three and nine months ended March 31, 2016 and 2015, the following table presents a breakdown of the types

of concessions made on TDRs by loan class:

Three Months Ended March

31, 2016
Pre

Post

Three Months Ended March

31, 2015
Pre

Post

Nurvbedification Modification Nurvbedification Modification
of Outstanding Outstanding of Outstanding Outstanding

LoaRecorded
Investment

Below market interest rate:
Retail consumer:
One-to-four family —$ —
Commercial:
Commercial real estate 1 590
Total 1 $ 590
Extended term:
Retail consumer:
HELOC:s - originated 1 $ 14
Commercial:
Commercial real estate 1 286
Total 2 $ 300
Other TDRs:

Retail consumer:

One-to-four family 7 $ 485
HELOCs - originated 1 8
Construction and land/lots 1 2

Total 9 $ 495
Total 12 $ 1,385

23

Recorded
Investment

LoaRscorded
Investment

3 § 388

3 § 388

% —

% —

6 $ 3,091
2 41

8 $ 3,132
11$ 3,520

Recorded
Investment

$ 386

$ 386

$ 3,006

$ 3,015
$ 3,401
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Below market interest rate:

Retail consumer:
One-to-four family
Construction and land/lots
Commercial:
Commercial real estate
Total

Extended term:

Retail consumer:
One-to-four family
HELOCs - originated
Consumer
Commercial:
Commercial real estate
Total

Other TDRs:

Retail consumer:
One-to-four family
HELOCs - originated
Construction and land/lots
Consumer
Commercial:

Nine Months Ended March
31, 2016
Pre Post

Nuvbedification Modification

of Outstanding Outstanding

LoaRecorded Recorded
Investment Investment

Nine Months Ended March
31, 2015
Pre Post

Numvbedification Modification

of Outstanding Outstanding

LoaRecorded Recorded
Investment Investment

Construction and development 1 386

Commercial and industrial

Total
Total

24

1 $ 26 $ 28
1 590 586
2 $ 616 $ 614
4 $ 92 $ 99
2 28 27
1 286 286
7 $ 406 $ 412
26 $ 2,860 $ 2,657
2 8 8
1 2 2

374
1 997 978
31 $ 4253 $ 4,019
40 $ 5,275 $ 5,045

4 $ 449 $ 473
1 110 103

5 $ 559 $ 576
—$ — $ —

3 91 87

2 10 9

2 426 471

7 $ 527 $ 567
16 $ 3,684 $ 3,568
4 155 121

1 106 103

2 173 172

23 $ 4,118 $ 3,964
35 % 5,204 $ 5,107
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The following table presents loans that were modified as TDRs within the previous 12 months and for which there
was a payment default during the three and nine months ended March 31, 2016 and 2015:

Three Three
Months Months
Ended March Ended March
31,2016 31, 2015

Nymber jed  NYIREL 1eq

Investment _~ Investment

Loans Loans
Below market interest rate:
Retail consumer:
One-to-four family —$ — 2 $ 380
Total —$ — 2 $ 380
Extended payment terms:
Retail consumer:
One-to-four family 1$ 31 —$ —
Total 1$ 31 —$ —
Other TDRs:
Retail consumer:
One-to-four family 6 $ 390 2 $ 716
HELOCs - originated 116 29
Total 7% 406 4% 725
Total 8 $ 437 6 $ 1,105

Nine Months Nine Months
Ended March Ended March

31, 2016 31, 2015
ljfmﬁ}f):%{)rded I(:Ifmﬁ%g{)rded
Investment Investment
Loans Loans
Below market interest rate:
Retail consumer:
One-to-four family —$ — 2 $ 380
Total — % — 2 $ 380
Extended payment terms:
Retail consumer:
One-to-four family 3 % 75 —$ —
Total 3 %75 — % —
Other TDRs:
Retail consumer:
One-to-four family 14 $ 895 10 $ 1,116
HELOCs - originated 2 24 2 9
Construction and land/lots — — 1 172
Total 16 $ 919 13 $ 1,297
Total 19 $ 994 15 $ 1,677

Other TDRs include TDRs that have a below market interest rate and extended payment terms. The Company does not
typically forgive principal when restructuring troubled debt.
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In the determination of the allowance for loan losses, management considers TDRs for all loan classes, and the
subsequent nonperformance in accordance with their modified terms, by measuring impairment on a loan-by-loan
basis based on either the value of the loan's expected future cash flows discounted at the loan's original effective
interest rate or on the collateral value, net of the estimated costs of disposal, if the loan is collateral dependent.
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6.Net Income per Share
Per the provisions of FASB ASC 260, Earnings Per Share, nonvested share-based payment awards that contain
nonforfeitable rights to dividends or dividend equivalents are participating securities and are included in the
computation of earnings per share pursuant to the two-class method. The two-class method is an earnings allocation
formula that determines earnings per share for each class of common stock and participating security according to
dividends declared (or accumulated) and participation rights in undistributed earnings. ESOP shares are considered
outstanding for basic and diluted earnings per share when the shares are committed to be released.
Net income is allocated between the common stock and participating securities pursuant to the two-class method,
based on their rights to receive dividends, participate in earnings, or absorb losses. Basic earnings per common shares
is computed by dividing net earnings available to common shareholders by the weighted average number of common
shares outstanding during the period, excluding participating nonvested restricted shares.
The following is a reconciliation of the numerator and denominator of basic and diluted net income per share of
common stock:

Three Months Nine Months

Ended March 31, Ended March 31,

2016 2015 2016 2015
Numerator:
Net income available to common stockholders $3,141 $ 1,162  $8,154 $ 5,467
Denominator:
Weighted-average common shares outstanding - basic ~ 17,183,89%113,387 17,581,838146,025
Effect of dilutive shares 185,97779,315 180,54286,766
Weighted-average common shares outstanding - diluted 17,369,8[0,192,702 17,762,3[/%232,791
Net income per share - basic $0.18 $ 0.06 $0.46 $ 0.28
Net income per share - diluted $0.18 $ 0.06 $0.46 $ 0.28

There were 56,500 and 1,450,100 outstanding stock options that were anti-dilutive for the three months ended
March 31, 2016 and 2015. There were 56,500 and 1,450,100 outstanding stock options that were anti-dilutive for the
nine months ended March 31, 2016 and 2015, respectively.

7.Equity Incentive Plan

The Company provides stock-based awards through the 2013 Omnibus Incentive Plan, which provides for awards of
restricted stock, restricted stock units, stock options, stock appreciation rights and cash awards to directors, emeritus
directors, officers, employees and advisory directors. The cost of equity-based awards under the 2013 Omnibus
Incentive Plan generally is based on the fair value of the awards on their grant date. The maximum number of shares
that may be utilized for awards under the plan is 2,962,400, including 2,116,000 for stock options and stock
appreciation rights and 846,400 for awards of restricted stock and restricted stock units.

Shares of common stock issued under the 2013 Omnibus Incentive Plan may be authorized but unissued shares or
repurchased shares. During fiscal 2013, the Company had repurchased the 846,400 shares available for awards of
restricted stock and restricted stock units under the 2013 Omnibus Incentive Plan on the open market, for $13,297, at
an average cost of $15.71 per share.

Share based compensation expense related to stock options and restricted stock recognized for the three months ended
March 31, 2016 and 2015 was $598 and $662, respectively, before the tax related benefit of $221 and $245,
respectively. Share based compensation expense related to stock options and restricted stock recognized for the nine
months ended March 31, 2016 and 2015 was $2,234 and $2,088, respectively, before the tax related benefit of $827
and $773, respectively.
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The table below presents stock option activity for the nine months ended March 31, 2016 and 2015:
Weighted- Remaining

Aggregate
. average  contractual T C
Options ; . Intrinsic
exercise life
. Value
price (years)

Options outstanding at June 30, 2014 1,513,500 $ 14.40 8.6 $ 2,077
Granted 10,000 16.08 10.0 —
Exercised 18,000 14.37 — —
Forfeited 5,400 14.37 — —
Expired — — — —
Options outstanding at March 31, 2015 1,500,100 $ 14.40 7.9 $ 2,340
Exercisable at March 31, 2015 549,150 $ 14.39
Options outstanding at June 30, 2015 1,498,000 $ 14.41 7.7 $ 3,519
Granted 46,500 17.35 10.0 —
Exercised 2,200 14.37 — —
Forfeited 13,000 14.37 — —
Expired — — — —
Options outstanding at March 31, 2016 1,529,300 $ 14.50 7.0 $ 6,637
Exercisable at March 31, 2016 829,400 $ 14.40

The fair value of each option is estimated on the date of grant using the Black-Scholes-Merton option pricing model.
The weighted average fair value of each option granted in fiscal 2016 and 2015 was $4.53 and $3.59, respectively.
Assumptions used for grants were as follows:

Assumptions in Estimating Option Values

2016 2015
Weighted-average volatility 15.26% 18.90%
Expected dividend yield — % — %
Risk-free interest rate 1.63 % 1.56 %
Expected life (years) 6.5 6.0

At March 31, 2016, the Company had $2,718 of unrecognized compensation expense related to 1,529,300 stock
options scheduled to vest over five- and seven-year vesting periods. The weighted average period over which
compensation cost related to non-vested awards expected to be recognized was 1.6 years at March 31, 2016. At
March 31, 2015, the Company had $3,851 of unrecognized compensation expense related to 1,500,100 stock options
scheduled to vest over five- and seven-year vesting periods. The weighted average period over which compensation
cost related to non-vested awards expected to be recognized was 2.0 years at March 31, 2015.

The table below presents restricted stock award activity for the nine months ended March 31, 2016 and 2015:

Weighted-
Restricted average  Aggregate
stock grant Intrinsic
awards  date fair Value
value
Non-vested at June 30, 2014 403,965 $ 1439 $ 6,371
Granted — — —
Vested 91,895 14.39 —
Forfeited 1,600 14.37

Non-vested at March 31, 2015 310,470 $ 1440 $ 4,958
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Non-vested at June 30, 2015 310,470 $ 1440 $ 5,203

Granted 34,500 17.35 —
Vested 93,670 14.39 —
Forfeited 2,550 14.37 —

Non-vested at March 31,2016 248,750 $ 14.81 $ 4,686
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At March 31, 2016, unrecognized compensation expense was $4,451 related to 248,750 shares of restricted stock
scheduled to vest over five- and seven-year vesting periods. The weighted average period over which compensation
cost related to non-vested awards is expected to be recognized was 1.7 years at March 31, 2016. At March 31, 2015,
unrecognized compensation expense was $4,163 related to 310,470 shares of restricted stock scheduled to vest over
five- and seven-year vesting periods. The weighted average period over which compensation cost related to
non-vested awards is expected to be recognized was 2.0 years at March 31, 2015.

8.Commitments and Contingencies

Loan Commitments — Legally binding commitments to extend credit are agreements to lend to a customer as long as
there is no violation of any condition established in the contract. Commitments generally have fixed expiration dates
or other termination clauses and may require payment of a fee. Since many commitments may expire without being
drawn upon, the total commitment amounts do not necessarily represent future cash requirements. In the normal
course of business, there are various outstanding commitments to extend credit that are not reflected in the
consolidated financial statements. At March 31, 2016 and June 30, 2015, respectively, loan commitments (excluding
$125,864 and $43,989 of undisbursed portions of construction loans) totaled $42,285 and $43,629 of which $7,220
and $24,020 were variable rate commitments and $35,065 and $19,608 were fixed rate commitments. The fixed rate
loans had interest rates ranging from 2.02% to 18.00% at March 31, 2016 and 1.99% to 9.75% at June 30, 2015, and
terms ranging from three to 30 years. Pre-approved but unused lines of credit (principally second mortgage home
equity loans and overdraft protection loans) totaled $343,519 and $250,762 at March 31, 2016 and June 30, 2015,
respectively. These amounts represent the Company's exposure to credit risk, and in the opinion of management have
no more than the normal lending risk that the Company commits to its borrowers. The Company has two types of
commitments related to loans held for sale: rate lock commitments and forward loan commitments. Rate lock
commitments are commitments to extend credit to a customer that has an interest rate lock and are considered
derivative instruments. The rate lock commitments do not qualify for hedge accounting. In order to mitigate the risk
from interest rate fluctuations, we enter into forward loan sale commitments on a “best efforts” basis, which do not meet
the definition of a derivative instrument. The fair value of these commitments was not material at March 31, 2016 or
June 30, 2015.

The Company grants construction and permanent loans collateralized primarily by residential and commercial real
estate to customers throughout its primary market area. In addition, the Company grants municipal leases to customers
throughout North and South Carolina. The Company's loan portfolio can be affected by the general economic
conditions within these market areas. Management believes that the Company has no concentration of credit in the
loan portfolio.

Restrictions on Cash — The Bank is required by regulation to maintain a varying cash reserve balance with the Federal
Reserve System. The daily average calculated cash reserve required as of March 31, 2016 and June 30, 2015 was
$1,374, and $1,743, respectively, which was satisfied by vault cash and balances held at the FRB.

Guarantees — Standby letters of credit obligate the Company to meet certain financial obligations of its customers, if,
under the contractual terms of the agreement, the customers are unable to do so. The financial standby letters of credit
issued by the Company are irrevocable and payment is only guaranteed upon the borrower's failure to perform its
obligations to the beneficiary. Total commitments under standby letters of credit as of March 31, 2016 and June 30,
2015 were $3,013 and $2,533, respectively. There was no liability recorded for these letters of credit at March 31,
2016 or June 30, 2015, respectively.

Litigation — The Company is involved in several litigation matters in the ordinary course of business. These
proceedings and the associated legal claims are often contested and the outcome of individual matters is not always
predictable. These claims and counter claims typically arise during the course of collection efforts on problem loans or
with respect to actions to enforce liens on properties in which the Company holds a security interest. The Company is
not a party to any pending legal proceedings that management believes would have a material adverse effect on the
Company’s financial condition or results of operations.

9.Fair Value of Financial Instruments
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The Company utilizes fair value measurements to record fair value adjustments to certain assets and to determine fair

value disclosures. Securities available for sale are recorded at fair value on a recurring basis. Additionally, from time

to time, the Company may be required to record at fair value other assets on a nonrecurring basis, such as impaired

loans. These nonrecurring fair value adjustments typically involve application of lower of cost or market accounting

or write-downs of individual assets.

Fair Value Hierarchy

The Company groups assets at fair value in three levels, based on the markets in which the assets are traded and the

reliability of the assumptions used to determine fair value. These levels are:

Level 1: Valuation is based upon quoted prices for identical instruments traded in active markets.

Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for identical or

similar instruments in markets that are not active, and model-based valuation techniques for which all

significant assumptions are observable in the market.

Valuation is generated from model-based techniques that use at least one significant assumption not observable

Level in the market. These unobservable assumptions reflect estimates of assumptions that market participants would

3: use in pricing the asset. Valuation techniques include use of option pricing models, discounted cash flow
models and similar techniques.

Level
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Following is a description of valuation methodologies used for assets recorded at fair value. The Company does not
have any liabilities recorded at fair value.

Investment Securities Available for Sale

Securities available for sale are valued on a recurring basis at quoted market prices where available. If quoted market
prices are not available, fair values are based on quoted prices of comparable securities. Level 1 securities include
those traded on an active exchange, such as the New York Stock Exchange or U.S. Treasury securities that are traded
by dealers or brokers in active over-the-counter markets and money market funds. Level 2 securities include
mortgage-backed securities and debentures issued by government sponsored enterprises, municipal bonds, and
corporate debt securities. Level 3 securities include one community bank corporate bond that is thinly traded. The
community bank corporate bond was acquired as part of a bank acquisition and is carried at book value, which
approximates fair value. Because the bond is thinly traded we rely on public information to review the overall
financial condition and capital level of the community bank.

Loans

The Company does not record loans at fair value on a recurring basis. From time to time, however, a loan is
considered impaired and an allowance for loan losses is established. Loans for which it is probable that payment of
interest and principal will not be made in accordance with the contractual terms of the loan agreement are considered
impaired. Once a loan is identified as individually impaired, the fair value is estimated using one of several methods,
including collateral value, market value of similar debt, enterprise value, liquidation value and discounted cash flows.
The Company reviews all impaired loans each quarter to determine if an allowance is necessary. Those impaired loans
not requiring an allowance represent loans for which the fair value of the expected repayments or collateral exceed the
recorded investments in such loans.

At March 31, 2016 and June 30, 2015, most of the total impaired loans were evaluated based on the fair value of the
collateral. For these collateral dependent impaired loans, the Company obtains updated appraisals at least

annually. These appraisals are reviewed for appropriateness and then discounted for estimated closing costs to
determine if an allowance is necessary. As part of the quarterly review of impaired loans, the Company reviews these
appraisals to determine if any additional discounts to the fair value are necessary. If a current appraisal is not obtained,
the Company determines whether a discount is needed to the value from the original appraisal based on the decline in
value of similar properties with recent appraisals. Impaired loans where a charge-off has occurred or an allowance is
established during the period being reported require classification in the fair value hierarchy. Impaired loans where a
charge-off has occurred or an allowance is established during the period being reported require classification as a
nonrecurring Level 3 in the fair value hierarchy.

Loans Held for Sale

Loans held for sale are adjusted to lower of cost or fair value. Fair value is based upon investor pricing. The
Company considers all loans held for sale carried at fair value as nonrecurring Level 3.

Real Estate Owned

REO is considered held for sale and is adjusted to fair value less estimated selling costs upon transfer of the loan to
foreclosed assets. Fair value is based upon independent market prices, appraised value of the collateral or
management's estimation of the value of the collateral. The Company considers all REO that has been charged off or
received an allowance during the period as nonrecurring Level 3.
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Financial Assets Recorded at Fair Value on a Recurring Basis
The following table presents financial assets measured at fair value on a recurring basis at the dates indicated:
March 31, 2016

Description Total %evel Level 2 gevel
U.S Government Agencies $95,080 $ —$95,080 $—
Residential Mortgage-backed Se.:curltles of U.S. Government Agencies and 102,984 — 102984 —
Government Sponsored Enterprises
Municipal Bonds 17,336 — 17,336 —
Corporate Bonds 4,035 — 3,035 1,000
Equity Securities 63 — 63 —
Total $219,498 § —$218,498 $1,000
June 30, 2015
Description Total %evel Level 2 gevel
U.S Government Agencies $116,071 $§ —$116,071 $—
Residential Mortgage-backed Se.:curltles of U.S. Government Agencies and 120809 —  120.809 —
Government Sponsored Enterprises
Municipal Bonds 16,678 — 16,678 —
Corporate Bonds 3,985 — 2,985 1,000
Equity Securities 63 — 63 —
Total $257,606 $§ —$256,606 $1,000

There were no transfers between levels during the three or nine months ended March 31, 2016.
The following table presents financial assets measured at fair value on a non-recurring basis at the dates indicated:
March 31, 2016

Description  Total Level Level Level

1 2 3
Impaired loans $4,748 § —$ —$4,748
REO 1,180 — — 1,180
Total $5928 8 —$ —$5928

June 30, 2015

Description  Total Level Level Level

1 2 3
Impaired loans $5,697 § —$ —$5,697
REO 1,685 — — 1,685
Total $7382 % —$ —$7.382

Quantitative information about Level 3 fair value measurements during the period ended March 31, 2016 is shown in
the table below:

Fair Value
at Valuation Unobservable Range Weighted
March 31, Techniques Input Average
2016
Nonrecurring measurements:
Impaired loans, net $ 4,748  Discounted appraisals Collateral discounts 3% - 33% 14%
REO $ 1,180  Discounted appraisals Collateral discounts 10% - 37% 17%
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data)

The stated carrying value and estimated fair value amounts of financial instruments as of March 31, 2016 and June 30,

2015, are summarized below:

March 31, 2016

Szﬁ)émg f’illrue Level 1 Level 2 Level 3
Cash and interest-bearing deposits $49,178 $49,178 $49,178 $ —3 —
Commercial paper 275,878 275,878 275,878 — —
Certificates of deposit in other banks 158,767 158,767 — 158,767 —
Securities available for sale 219,498 219,498 — 218,498 1,000
Loans, net 1,793,2561,754,371 — — 1,754,371
Loans held for sale 2,537 2,578 — — 2,578
FHLB stock 23,984 23,984 23,984 — —
FRB stock 6,179 6,179 6,179 — —
Accrued interest receivable 7,432 7,432 — 1,207 6,225
Noninterest-bearing and NOW deposits 626,432 626,432 — 626,432 —
Money market accounts 518,372 518,372 — 518,372 —
Savings accounts 214,849 214,849 — 214,849 —
Certificates of deposit 472,326 470,653 — 470,653 —
Other borrowings 507,000 507,000 — 507,000 —
Accrued interest payable 245 245 — 245 —

June 30, 2015

Szﬁ)émg fiallrue Level 1 Level2 Level 3
Cash and interest-bearing deposits $116,160 $116,160 $116,160 $ —3 —
Commercial paper 256,152 256,152 256,152 — —
Certificates of deposit in other banks 210,629 210,629 — 210,629 —
Securities available for sale 257,606 257,606 — 256,606 1,000
Loans, net 1,663,333 1,555,992 — — 1,555,992
Loans held for sale 5,874 5,968 — — 5,968
FHLB stock 22,541 22,541 22,541 — —
FRB stock 6,170 6,170 6,170 — —
Accrued interest receivable 7,522 7,522 — 1,252 6,270
Noninterest-bearing and NOW deposits 591,429 591,429 — 591,429 —
Money market accounts 481,948 481,948 — 481,948 —
Savings accounts 221,674 221,674 — 221,674 —
Certificates of deposit 577,075 577,174 — 577,174 —
Other borrowings 475,000 475,000 — 475,000 —
Accrued interest payable 181 181 — 181 —

The Company had off-balance sheet financial commitments, which include approximately $511,668 and $338,380 of

commitments to originate loans, undisbursed portions of interim construction loans, and unused lines of credit at

March 31, 2016 and June 30, 2015, respectively (see Note 8). Since these commitments are based on current rates, the

carrying amount approximates the fair value.

Estimated fair values were determined using the following methods and assumptions:

Cash and interest-bearing deposits — The stated amounts approximate fair values as maturities are less than 90 days.
Commercial paper - The stated amounts approximate fair value due to the short-term nature of these investments.

Certificates of deposit in other banks — The stated amounts approximate fair values.
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Securities available for sale and investment securities — Fair values are based on quoted market prices in an active
market where available. If quoted market prices are not available, fair values are based on quoted market prices of

comparable instruments.
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Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data)

Loans held for sale — The fair value of loans held for sale is determined by outstanding commitments from investors on
a "best efforts" basis or current investor yield requirements, calculated on the aggregate loan basis.

Loans, net — Fair values for loans are estimated by segregating the portfolio by type of loan and discounting scheduled
cash flows using current market interest rates for loans with similar terms and credit quality. A prepayment
assumption is used as an estimate of the portion of loans that will be repaid prior to their scheduled maturity. Both the
carrying value and estimated fair value amounts are shown net of the allowance for loan losses.

FHLB and FRB stock— No ready market exists for these stocks and they have no quoted market value. However,
redemptions of these securities have historically been at par value. Accordingly, cost is deemed to be a reasonable
estimate of fair value.

Deposits — Fair values for demand deposits, money market accounts, and savings accounts are the amounts payable on
demand as of March 31, 2016 and June 30, 2015. The fair value of certificates of deposit is estimated by discounting
the contractual cash flows using current market interest rates for accounts with similar maturities.

Other borrowings — The fair value of short-term advances from the FHLB is estimated based on current rates for
borrowings with similar terms.

Accrued interest receivable and payable — The stated amounts of accrued interest receivable and payable approximate
the fair value.

Limitations — Fair value estimates are made at a specific point in time, based on relevant market information and
information about the financial instrument. These estimates do not reflect any premium or discount that could result
from offering for sale at one time the Company's entire holdings of a particular financial instrument. Because no
market exists for a significant portion of the Company's financial instruments, fair value estimates are based on
judgments regarding future expected loss experience, current economic conditions, risk characteristics of various
financial instruments, and other factors. These estimates are subjective in nature and involve uncertainties and matters
of significant judgment and therefore cannot be determined with precision. Changes in assumptions could
significantly affect the estimates.

Fair value estimates are based on existing on-and-off balance sheet financial instruments without attempting to
estimate the value of anticipated future business and the value of assets and liabilities that are not considered financial
instruments. For example, a significant asset not considered a financial asset is premises and equipment. In addition,
tax ramifications related to the realization of the unrealized gains and losses can have a significant effect on fair value
estimates and have not been considered in any of the estimates.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
Forward-Looking Statements

Certain matters in this Form 10-Q constitute forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. These statements relate to our financial condition, results of operations, plans,
objectives, future performance or business. Forward-looking statements are not statements of historical fact, are based
on certain assumptions and are generally identified by use of the words "believes," "expects," "anticipates,"
"estimates," "forecasts," "intends," "plans," "targets," "potentially," "probably," "projects," "outlook" or similar
expressions or future or conditional verbs such as "may," "will," "should," "would" and "could." Forward-looking
statements include statements with respect to our beliefs, plans, objectives, goals, expectations, assumptions and
statements about future economic performance and projections of financial items. These forward-looking statements
are subject to known and unknown risks, uncertainties and other factors that could cause actual results to differ
materially from the results anticipated or implied by our forward-looking statements, including, but not limited to:
expected cost savings, synergies and other financial benefits from our recent acquisitions might not be realized within
the expected time frames or at all, and costs or difficulties relating to integration matters might be greater than
expected; the credit risks of lending activities, including changes in the level and trend of loan delinquencies and write
offs and changes in our allowance for loan losses and provision for loan losses that may be impacted by deterioration
in the housing and commercial real estate markets; changes in general economic conditions, either nationally or in our
market areas; changes in the levels of general interest rates, and the relative differences between short and long term
interest rates, deposit interest rates, our net interest margin and funding sources; fluctuations in the demand for loans,
the number of unsold homes, land and other properties and fluctuations in real estate values in our market areas;
decreases in the secondary market for the sale of loans that we originate; results of examinations of us by the Board of
Governors of the Federal Reserve System (“Federal Reserve”), the North Carolina Office of the Commissioner of Banks
(“NCCOB”), or other regulatory authorities, including the possibility that any such regulatory authority may, among
other things, require us to increase our allowance for loan losses, write-down assets, change our regulatory capital
position or affect our ability to borrow funds or maintain or increase deposits, which could adversely affect our
liquidity and earnings; legislative or regulatory changes that adversely affect our business including the effect of
Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act"), changes in regulatory policies
and principles, or the interpretation of regulatory capital or other rules, including as a result of Basel III; our ability to
attract and retain deposits; increases in premiums for deposit insurance; management's assumptions in determining the
adequacy of the allowance for loan losses; our ability to control operating costs and expenses, especially costs
associated with our operation as a public company; the use of estimates in determining fair value of certain assets,
which estimates may prove to be incorrect and result in significant declines in valuation; difficulties in reducing risks
associated with the loans on our balance sheet; staffing fluctuations in response to product demand or the
implementation of corporate strategies that affect our workforce and potential associated charges; computer systems
on which we depend could fail or experience a security breach; our ability to retain key members of our senior
management team; costs and effects of litigation, including settlements and judgments; our ability to successfully
integrate any assets, liabilities, customers, systems, and management personnel we may in the future acquire into our
operations and our ability to realize related revenue synergies and cost savings within expected time frames and any
goodwill charges related thereto; increased competitive pressures among financial services companies; changes in
consumer spending, borrowing and savings habits; the availability of resources to address changes in laws, rules, or
regulations or to respond to regulatory actions; adverse changes in the securities markets; inability of key third-party
providers to perform their obligations to us; statements with respect to our intentions regarding disclosure and other
changes resulting from the Jumpstart Our Business Startups Act of 2012 ("JOBS Act"); changes in accounting policies
and practices, as may be adopted by the financial institution regulatory agencies, the Public Company Accounting
Oversight Board or the Financial Accounting Standards Board; and other economic, competitive, governmental,
regulatory, and technologic